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The International Bureau of Fiscal Documen- 
tation. _was_ founded in 1938. For reasons of 
organl'zmg character this Bureau is established 
as a separate foundation according to Nether—" 
lands law. The Bureau is a scientific, indepen- 
dent, non-profit making, non-political founda- 
tion 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 stimulate the study' of fiscal science. 
(art. 3) The International Bureau of Fiscal Do— 
cumentation shall endeavour to realise this ob- 
ject 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. issuing a periodical; 
6. any other appropriate measures. 
In close cooperation with the I.F.A., and with 
the aid of expert correspondents throughout the 
world, the Bureau acquires as much information 
as possible in the field of international and 
comparative law. The Bureau is thus able to 
supply data (-but not advice) on specific tax 
problems. A fee, necessary for the maintenance 
and extension of the Bureau, is charged on' a 
time/cost basis. The Bureau has published two 
series of monographs: “Publications of the In- 
ternational Bureau of Fiscal Documentation” 
and “Studies on Taxation and Economic Devel— 
opment". 
The Bureau also published Euro-[Jean Taxation, 
now a"monthly journal on the tax systems Of 
Europe. Tax News Service, published twice per 
month, provides rapid information on world- 
wide tax developments. Supplementflry' Service 
to European Taxation is a loose-leaf reference 
work. 
The loose~leaf series, Guide: to Bumped}? Tax- 
ation comprises “The Taxation of Patent Ro- 
yalties, Dividends, Interest, in Europgf’; “The 
Taxation of Companies in Europe”, “The Tax- 
ation of Private Investment Income” and “Value 
Added Taxation in Europe”. 
The loose-leaf series, Tax Treaty Guidex com- 
prises “Handbo‘ok on the U.S.-German Tax 
Convention” and “Handbook on' the Dutch- 
German Tax Convention” (in Germap).' The 
Bureau has also published two loose-leaf refer- 
ence works, Corporate Taxaiiorz in Lafin Am?- 
rim and African Tax System:. 
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Le Bureau International de Documentation Fis- 
cale fut fondé en 1938. Pour des raisons de: 
carac-tére organisatoire, ce. Bugeau est établi 
comma une fondation séparée conforméme'nt au 
droit civil néerlandais. Le Bureau est une inst'i— 
tution scientifique, indépendante, sans but lucra— 
tif et sans objet politique, dont 1e but’ est défini 
dans les statuts comma suit: 
(art. 2) Le but du Bureau International de Do- 
cumentation Fiscale est d’établir et de maintenir 
un bureau international de documentation ten- 
dant 2‘1 foumir des informations concernant la 
législation fiscale et 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 se propose d’atteindre ce but: 
2;. en établissant une bibliothéque fiscale d’ou- 

vrages, revues et autres publications; 
13. en fournissant des informations; 
c. en procurant é tous ceux qui s’y intéressent 

l’occasion de consulter ces ouvrages; 
d. en publiant un‘ périodique; 
e. en recourant é tout autre moyen adéquat. 
Par une coopération étroite avec l’IFA et avec 
liaide de correspondants 2‘3. travers le monde, le 
Bureau rassemble toutes les données possibles 
en matiére de droit international et comparé. 
De cette fagon, 1e Bureau est 5. méme de fournir 
des tenseignements concernant des problémes 
fiscaux spéciaux mais sans dormer d’avis. Des 
honoraires, nécessaires pour le maintien et l’ex— 
pansion du Bureau, sont demandés sur base du 
temps nécessaire et du cofit. Le Bureau a publié 
deux séries de monographies: “Publications du 
Bureau International de Documentation Fiscale” 
et “Studies on Taxation and Economic Develop- 
ment”. 
Le Bureau public aussi European T axatz'mz, qui’ 
est devenil utie revue ménsuelle sur les sYStémes 
fiscaux européens. Tax News Service, publié 
deux foix par mois, ‘donne une information 
rapide, 2‘1 l’échelle mondiale, Ide tout ce qui 
touche 5. la fiscalité. Supjblementary Sew/ice Ia 
European Taxation est un ouvrage de référence 
présentée sous feuilles mobiles. 
Guide: to European Taxation, également une 
publication sous feuilles mobiles, comprend 
"L’imposition de Redevances, Dividendes et 
Intéréts en Europe”, “L'imposition des Sociétés 
de capitaux en Europe”, “L’imposition de re- 
venu des investissements privés" et “La Taxe 
sur la Valeur Ajoutée (in Europe”. 
Tax Treaty Guidex, une autre publication sons 
feuilles mobiles, comprend 16 “Manuel relatif 
A la Convention fiscale Allemagne - Etats Unis” 

. et le “Manuel relatif :31 1a Convention f-iscale 

Pays—Bas - Allemagne” (en langue allemande). 
Le Bureau a également publié, Corporate Taxa- 
tion-in Latin Amerim et Afrimn Tax Syxtemx, 

' deux ,ouvr'agesv d’ivnformation' sous feuilles mo- 
Ibiles’. .
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The I.F.A. was founded on the 12th. of February 
1938 by tax experts of a numbgr of countries. 
Rurpose and working-mcthod are defined as fol- 
lows in the Axticles: 

,Aim 
(art. 2) The aim of the Association is the study 
and advancement of international and compara- 
tive law in regard to public fiqmce and especial- 
}y international and comparative‘fiscal law and 
the financial aid economic aspects of taxation. 

Plan of action 
(art. 3) The Association shall endeavour by all 
legal means to realise this aim: 
at) by scientific research; ‘ 

b) by holding congresses and conferences; 
c) by publications; 
d) by co—operation with all Hata collecting 

organisations, especially the International 
Bureau of Fiscal Documentation in Amster- 
dam; 

e) by all other appropriate methods. 
’fi * 

In the following conntries there are national 
branches. Members living in' one of these coun- 
tries should approach the secretary of their 
branch whose address is stated below: 

Awaiting/Argentine . 

AtraIia/Amtmlie 
Dr. Enrique J. 

Auxirid/Autticfie 

Belgium/Lixembaurg/Belgique 
Brazil/Brésil Maire Caldeira 

V 
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C. J. Berg, Bank of New Zealand House, .12th fl., 333 George 
St., Sydney 2000 
Dr. A. H6rt1ehner, Kammer dér Wirtschaftstreuhiinder, Benne- 
platz 4, 1080 Vienna VIII 
Guy van Fraeyenhoven, 98, Rue Saint Bernard, 1060 Brussels' 
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Prof. N. Amorés Rica 
Max Laxan ' 

- - - 

vice-presidents 

Prof. Dr. K. V. Antal' 
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Sidney I. Roberts 
Me Paul Sibille 

members 

‘ Aa. Spang Hanssen 
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L'IFA fut fondée‘ le 12 février 1938 par un 
nom‘bre d’expegts m matiére fiscale de divers 
pays. Le but et l’organisaltion .sont définis dans 
les Statuts comme suit: 

(art. 2) L’association a pour objet l’étude: et la 
promotion du droit international et comparé en 
matiére de finances publiques, et spécialement 1e 
‘droit fiscal internationalket comparé ainsi que 
l'es aspects. financiers et économiques de 

' 
la. 

fiscalitéT 

Plan 'd’Action 
(art. 3) L’association tendra par toutes voies 
légales £1 réaliser 'cet objet; 
a) par 'la recherche scientifique; 
13) 'par ‘la tenue de congrés et de colIOques; 
c) par des publications;

V 

d) par la collaboration au fonctionnement de 
tous organismes de documentation, notam- 
ment 1e Bureau. International de Documen- 
tation Fiscale 51 Amsterdam; 

e) par. taut autre moyen apprbprié. 
#- 

Dan‘s les pays suivants, l’IFA a un groupement 
national. Les membres résidant dans un de ces 
pays doivent s'adresser au secrétaire de leur 
groupement dont l’adresse est donnée ci-dessous: 

Reig, Florida 142-p1-of. 193. Buénos Aires 

de Andrada, Av. Almte Barroso 81 —- 12° andar- 
S/1222-30, Rio de Janeiro

'V
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ARTECLES 
MAKOTO MIURA *: 

THE TAX APPEALS SYSTEM IN JAPAN 
The Met/god of Rambling Tax ,Disgzzte: in [1545472 

I. INTRODUCTION 

In Japan as in most other countries a tax- 
payer is entitled to appeal to the Court 
when; he does not agree with the asSessmen‘t 
which has been imposed upon him by the 
tax authorities. The Japanese Constitution 
provides that: “No peréon shall be denied 
the right to access to the court” (article 
52). There is no special Court for tax mat- 
ters as is the case in, for instance, the 
United States and many other countries, 
since the Japanese Constitution provides 
that: “No extra-ordinary tribunal shall be 
established, nor‘ shall any organ .or agency 
of the Executive be given final judicial 
power” (article 76). However, with the 
exception of a very few cases, a unique 
characteristic of tax disputes in Japan is 
that reconsideration of protested cases by 
the executive branch is a pre-requisite f0: 
taking the case to court. Such a system is 
rational for purposes of taxation, because 
of its technical character and because of the 
great number and recurrencypf the tax 
assessments, so-that tax disputes may be 
more efficiently and more quickly settled 
by the tax administration after reconsider- 
ation by the latter. 
To explain the tax appeals system in Japan, 
it is. necessary to give a brief outline of the 
Japanese tax system. 

A.‘T4x Payment Syxtem 
Japanese tax is, in principle, paid by a so- 
called “self-assessment system". As is the 
case in other countries, however, the income 
tax, if any, on wages, salaries, interest or 
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dividends and certain items of business in- 
come is Withheld at source. 
The tax Withheld is treated as an advance 
payment of Tax due by the recipient of the 
income, with the exception of. wages and 

.salaries which do not exceed five million 
yen per year and- interest and dividends 
which are taxed separately from other in- 
come by the Special Tax Measures Law. 
Under the self-assessment system, each tax- 
payer must file his return, compute the 
tax due and pay the proper amount of tax 
at the same time. The General Law of 
National Tax provides that the taxpayer’s 
duty’ to pay the tax is, in principle, deter- 
mined and‘ completed by the taxpayer’s 
final return and: payment. . 

B. Tbs Action: of the Tax Authoritie: 
Taxpayers do not aIWays file accurate re- 
turns or they may interpret the law incorf 
rectly, resulting in payments of an incorrect 
amount of tax. Therefore, the tax authori- 
ties undertake exafnina‘tions of tax returns 
within the time limits for assessment as 
provided by the General Law of National 
Tax, i.e. normally within three years from 
the date of the return, except in cases in- 
volving fraud or neglect of filing of the 
returns, in which case a five year limitatibn 
is applicable. 
If the facts and/or figures stated in the 
return differ from those found upon exa- 
mination by the tax authorities, the latter 
will- correct the tax amount and if neces- 

* Lecturer Konazawa. State University.
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sary, other related items. In such a case, 

however, the authorities do not always 
make such corrections on their own initia- 
tive, but sometimes invite the taxpayer to' 

file an amended return. However, if the 

latter agrees to do so, he will forfeit his 
right to make an appeal to the court. 
When a taxpayer has neglected to file a 

return, the tax authorities will determine 
the amount of his taxable income and 
other related items. Also, in such a case 
they may invite the taxpayer to file a re- 

A 
turn, even if the time limit for doing so 
has expired. If the taxpayer complies with 
such a request, however, he will lose his 
right of appeaLto the court. 

C. Blue Return S ynfem 
In Japan, there exists a unique system 
known as the “blue return system” which 
was introduced in the 1950 tax reform in 
accordance with the recommendations of 

the Shoup Mission. 
This system is designed to improve the 

taxpayer’s bookkeeping system and to en- 
cOurage accurate self-assessments. A tax- 

payer who is eligible for the “blue return” 
is either an individual who derives income 
from business, rea1_estate or forestry or a 

corporation. A taxpayer who Wishes to use 
a “blue return” is required to obtain ap- 

proval of the tax authorities. Individuals 

must request such approval before the end 
of the calendar year and corporations be- 
fore the end. of their accounting year. 

‘ Taxpayers filing a “blue return” are grant- 

ed many privileges in return for accurate 
bookkeeping based on rules prescribed by 
the Minister of Finance. 
The main privileges are as follows: 
1,) The creation of reserves gnd the de~ 

duction of special depreciation which 
are provided by the Special Tax Mea- 
sures Law; 

2) Losses may be carried foyward to offset 
incdme of the five succeeding years and 
may be carried back to offset income 
of the preceding year; 
The taxation authorities may correct the 
income of a taxpayer filing a “blue re- 
turn” only when mistakes are found in 
his books and records in the calculation 
of taxable income. This means that the 
taxation authorities may not impose 
their own estimated tax amount or 
average rate on a taxpayer filing a 
“blue return”; and 
A taxpayer filing a “blue return” may 
bring his objection directly to the “re- 
consideration” step in the appeals pro- 

cess, omitting the first step. 

3) 

4) 

D. The Organization of the 
Taxation Adminislmtz'an 

In Japan the taxation administration Comes 
under the general jurisdiction of the Mi- 
nistry of Finance. The organ responsible 
for the taxation administration is the Na- 
tional Tax Administration Agency, an ex- 
ternal organ of the Ministry of Finance. 
The taxation administration for the natio- 
nal tax employs a centralized system. 
Accordingly, the National Tax Administra- 
tion Agency has eleven Regional Tax Ad- 
ministration Bureaus and 498 District Tax 
Offices as its local organs. The National 
Tax Tribunal, which was established in 

May 1970 as a special organ to settle cases 
for which a request for reconsideration of 
the asseSsment has been submitted, comes 
under the National Tax Administration 
Agency. 

IL'CORRECTION AND DETERMINATION 
BY THE TAXATION AUTHORITIES 

Tax disputes exist when' a taxpayer objects 
to a correction or determination made by 
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the taxation authorities. In recent years 
there have not been too many corrections 
and determinations. One reason for this is 
that the filed returns and payments of the 
taxpayers have become more accurate and 
in keeping with the law. Howelver, another 
reason is that there are too few tax officers 
to investigate or verify many cases. In re- 
cent decades the number of taxpayers sub- 
ject to income tax and corporation tax has 
approximately doubled, while the numbér 
of tax officers has increased by only two 
percent. 
According to the statistics issued by the 
Naiional Tax Administration Agency, the 
number of individual taxpayers who deriv- 
ed income from business in 1970 was 
2,490,000 whereas the number of taxpayers 
investigated or verified by the taxation 
authorities in ‘that year was 552,200. More; 
over, among them the number of those 
who were given a Close investigation was 
141,000. In the same year, the number of 
corporate taxpayers was 1,082,000 of which 
only 153,000 were investigated: or verified. 
According to the above statistics, in! 1969 
the number of corrections and deter- 
minations for individual taxpayers was 
15,000 and the number filing amEnded‘ 

. returns was 146,000 of which the greater 
part consisted of recommendations by the 
taxation authorities. In the same year the 
number of corrections and determinations 
for corporations was 184,000 not inclu- 
ding the spot check, only the desk check. 
In 1970 the number of reinvestigations 
(first step appeals), reconsiderations (se- 
cond step appeals) and litigations (final 
step appeals) was as follows: 

a. Reinvestigations 
Income Tax 8,652 
CorpOrat‘ion Tax . 5,851 
Total (inclusive of the others) 15,625! 
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b. Reconsiderations ‘

. 

2,02 5 Income Tax . . 

Corporation Tax . . . . ‘1,544 
Total (inclusive of the Others) 4,652 

c. Litigations 
Income Tax . 223 
Corporation Tax . . . . 115 
Total (inclusieve of the others) 433 

III. TAX APPEALS 

A. Summary 
In normal cases, when a taxpayér does not 
agree with the assessment or any other 
action taken by the taxation authorities, he 
may first request the Chief of the District 
Tax Office to reinve’stigate the 'case. Fol- 
lowing this if' he objects to the decision 
made in the reinvestigation by the Chief 
of the District Tax Office, a taxpayer may 
request the Director of the National Tax 
Tribunal to consider the case; Finally, if he 
still objects to the Director’s decision, he 
may take the case to court. Litigation is 

subject to the Japanese judicial system as 
provided by the Constitution, and proceeds 
from the District Court to the High Court 
and finally .to the Supreme Court. 
Only rarely do tax appeals reach the Su- 
preme Court, nevertheless, they require a 
very long time. If a taxpayer does take his 
appeal to the Supreme Court, he might re-- 
ceive the final decision five or ten years 
after making his initial request. People 
making a Special study of this problem dis- 
cuss and advocate reform of the Japanese 
tax appeals system. One adirocates the esta- 
blishment of a special tax court, another 
advocates the abolition of the procedure 
making Process in the taxation administra- 
tion. However, a satisfactory solution to 
this problem is made very difficult be- 
cause the former suggestion is restricted by 
the Constitution and the latter is limited

5
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by the care which the taxation administra- 
tion takes to retain the technical character

‘ 

of Japanese taxation. 

‘B. Tax Appeals in the Executive Bram/J 
(1,) Request for Reinvestigation 
A request for reinvestigat‘ion may be made 
directly ‘to the Chief of the District Tax 
Office against an action taken by him or 
his staff acting on his behalf. 
However, an objection against an action 
resulting from an investigation by the 
staffs of the Regional Tax Administration 
Bureau should be brought directly to the 
Director of the Bureau in charge. 
Taxpayers filing a “blue return” may, if 

they Wish, make their tequests for reconsi- 
deration_ directly to the Director of the 
National Tax Tribunal, and thereby omit 
the reinvestigation step in the appeals pro- 

cess. 
A request for reinvest‘igation should be 
made within two- months from the time a 
taxpayer receives notice of the disputed 
action. In the case of reinvestigation, thete 
is a problem in that the executive organ 
which makes an administrative action and 
which has to make a fair decision is the 
same one. Some people are critical that the 
organ has a dual personality like “Dr. 

Jekyll and Mr. Hyde”. In actual reinvesti- 
gation cases the Chief of the District Tax 
Office often lets the case be handled by 
special staffs, in other words, an official 
making an action would not also be hand- 
ling the reinvestigation case. 
Moreover, another problem is Whether the 
reinvestigation or reconsideration by the 

taxation administrations ought to be made 
on the tax amount as a whole or limited 
only to the disputed points. Taxation au- 
thorities usually favor the former, While 
the taxpayers requesting reinvestigation or 

reconsideration naturally Wish the latter. If

6 

the tax disputes were not limited to the 
disputed points, the petitioner would be 
afraid that the taxation authorities may 
make a reprisal attack under the pretext of 
the reinvestigation or reconsideration. 
When the 1970 reform of the tax appeals 
system was enacted, the Japanese Parlia- 

ment made a resolution to the effect that 
the taxation authorities should respect the 
taxpayer’s wishes. However, this resolution 
did not become law; it was an. attendant 
resolution to the reformed law. Therefore, 
the taxation authorities are only restricted 
morally, but not legally. On the other hand, 
the takpayers’ anxiety has not yet disap- 
peared. An appeal to the taxation autho- 
rities, including the National Tax Tribunal, 
does- not suspend or postpone the collection 
of‘ the assessed tax in dispute. However, 
the collection procedure may proceed no 
further than the seizure or attachment of 
propezty; property may not be sold as long 
as an appeal is pending. 
In 1970,. the number of cases which were 
approved in total or in part on reinvesti- 
gation was, in the case of Income Tax: 
5,387, in the case of Corporation Tax: 
1,853 and in total (inclusive of the others): 
8,547. 

(2) Reqztexzf for Recomz'demtz'on 
Reconsideration may be requested in the 
following cases: 
a. A tai‘payer may submit his request for 

reconsidegation if he objects to a de- 
cision rendered by the Chief of the 
District Tax Office or by the Director 
of the Regional Tax Administration on 
a reinvestigation request. 

b. A taxpayer filing a “blue return” may 
bring his objection directly to the Na- 
tional Tribunal if he prefers. 

c. When the Chief of the District Tax 
Office or the Director of the Regional 
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Tax Administration Bureau considers it 
appropriate to treat a request for re- 
investigation of a disputed case .as a 
request for reconsideration, he may, 
with the agreement of the taxpayer con- 
cerned, transfer the dispute to the Di- 
rector of the National Tax Tribunal. 

d. If no decision is made on a request for 
reinvestigation within three months af- 
ter the date of filing, the taxpayer may, 
if he wishes, bring his objection direct- 
ly to the Director of the National Tax 
Tribunal.

. 

Reconsideratxon should be requested (i) 
within two months from the date of receipt 
of a notice about an adverse decision when 
it is not preceded by a request for reinvesti- 
gation (Le. in the case of a taxpayer filing 
a “blue return") or (ii) within a month 
from the date of receipt of a decision about 
a reinvestigatiOn when it is preceded by 
‘such a request. 
In the case of a request for reCons'ideration, 
a “judge” and‘ at least two associate 
“judges” are selected to be in charge of 
the case. The National Tax Tribunal has 
Regional Offices in eleven major cities 
Where the Regional Tax Administration 
Bureaus are located and Branch Offices in 
eight Cities. The Tribunal is composed of 
the President, Vice-President, 138 *‘judges’g 
102 associate “judges”, 140 examiners and 
an Administration Division. 
In the case of reconsideration, the tax- 
payer’s claim and the opinions of an agen- 
cy which has dealt with the case are clari- 
fied by “a written request for a reconside- 
ration”, and by “rejoinder” respectively. 
When ‘the Tribunal receives “rejoinder” 
from the agency, he has to send this copy 
to the claimant. The claimant may then 
file his counterargument along with the 
necessary proof to the Tribunal. The recon- 
sideration is', in principle, based solely on 
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the documents submitted. However, the 
“judge” in charge or his representative of- 
ficials may also question, inspect and make 
necessary investigations. Thusz the “judge” 
in charge and the a‘ssociate “judges” will 
make their decision after a thorough in- 
vestigafion. 
In 1970, the number of cases, wholly or 
partially approved on reconsideration was, 
in the case of Income Tax: 1,070, in the 
case of Corporation Tax: 1,002 and in to- 
tal (inclusive of the others): 2,373. 
As mentioned above, the National Tax 
Tribunal is a new organ which was esta- 
blished in 1970. Before the 1970 tax re- 
form, in the case of a reconsideration re- 

quest, appeal on national tax were reviewed 
by the “COnference Group” attachgd to the 
Regional Tax Administration. A 'decision 
was rendered by the Director of the Bu- 
reau on the basis of the findings of this 
Conference Group which was introduced 
in 1950 in accordance with the Recommen- 
dation of the Shoup Mission. 
When' the Shoup Mission recommended 
the tax refbrm in 1949, many taxpayers, as 
Well as various groups and assOciations re- 
quested the establishment. of a special or- 
gan to be composed of a third party for re- 
investigation and reconsideration, This was 
referred to as. a“‘Citizen Committee”. The 
Shoup Mission, howeVer; rejected this. 're- 

quest and instead recommended'the intro- 
duction of a Conference Group within the 
taxation administration. According to this 
Recommendation, the Conference Group 
was to be composed of many citizens who 
would serve as officials. However, soon 
after appointment, these citizens retired in 
large numbers from the Conference Group. 
The Conference Group members were sub- 
ordinated to the Director of the Regional 
Tax‘Administration Bureau, so that their 
actions would be restricted by the rulings

7



JAPAN: TAX APPEALS SYSTEM 

which the Natiénal Tax Administration 
Agency had established. The Conferenée 
Group did not, therefore, take its place as 
an independent organ. 
Some taxpayers showered abuse upon the 
Conference Group calling it “an old fox in 
the same lair”. 1 However, there was no 
doubt that the Conference Group contri- 

buted towards maintaining and defending 
the rights of the taxpayers. 
The main reasons for the establishment of 
the National Tax Tribunal in place of the 
Conference Group as a special organ to 

review and decide tax appeals are as fol- 
lows: 
a. It was considered necessary to. move to 

, a new more advanced tax appeals sy- 

stem with a stronger character. An in~ 
dependent entity might better meet the 
recently increasing need for ptotection 
of the- taxpayers. 

b. Since the Conference Group was ope- 
rating under the Director of the Re- 
gional Tax Administration Bureau and 
had no power. of its own to decide on 
cases, it was extremely difficult, in 
spite of Conference Grbup efforts, to 

convince and satisfy the taxpayers who 
are naturally suspicious of taxation 
authorities. 
The establishment of the National Tax 
Tribunal. answered this criticism. How- 
ever, the National Tax Tribunal was 
not necessarily established on behalf of 
the taxpayers, but rather because the 
Ministry of Finance and the National 
Tax Administration Agency thought it 
necessary to construct a strong bulwark 
against the increasing wave of appeals 
by taxpayers. - 

The Director of the National Tax Tribu- 
nal, after obtaining 'the consent of a Com- 
missioner, is authorized to settle cases in 

accordance with the various interpretations 

of rulings provided by the National Tax 
Administration Agency. In deciding Whe- 
ther he should give consent or not, a Com- 
missioner must give due consideration to 

the opinion of the National Tax Reviewing 
Committee whose members have academic 
knowledge and sufficient background in 

such matters. I

- 

The Director of the National Tax Tribunal 
is appointed by the Commissioner of the 
National Tax Administration Agency with 
the approval of the Minister of Finance. 
The National Tax Tribunal is not an in- 
dependent organ from the taxation admi- 
nistration. 

C. Tax Appeals in five fudz'cz'azl Bram/9 
A taxpayer who objects to the National 
Tax Tribunal‘s decision with regard to his 
request for a reconsideration, may appeal 
to the court for redress within three 
months after receiving notice of the de- 

cision. 
In the following cases, the-litigation may 
be brought to the court even before the 
decision of reconsideration .has been made: 
a. No decision has been rendered Within 

three months after filing the request 
for reconsideration. 

b. Waiting for the decision by the exe- 

cutive branch might cause a taxpayer 
serious damage. 

c. Any other justifiable reasons. 
The litigation is handled according to the 
normal procedure used in ordinary civil 

trials, and the decision of the court is bind- 
ing not only to the related parties, but 
also to the executive branch as a whole. 
In 1970, the number of cases which were 
approved either in total or in part through 
litigation was, in the Case of Income Tax: 
62, in the case of Corporation Tax: 41 

1. Old Japanese proverb meaning as sly as a fox. 
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and in total (inclusiwe of the others): 124. 
The litigation procedure for taxation ap- 
peals. usually takes a, long period of time, 
At the end. of 1970, the number of cases 
which the courts carried over to the' fol- 
lowing year Was 2,573, which was about 
six times the number of cases that had 
rEquested litigation in 197.02 
The tax appeals system of Japan will re- 
quize new reforms in {the may future. 

1V. REPRESENTATION .OF THE - 

TAXPAYER '
~ 

Taxpayers when appealing to the tax ad- ‘ 

ministration are often represented by a 
“fax practitiogef” (who has approximately 
the same status as a German “Ste‘uerbera- 
ter”). Where an appeal is. lodged wifh a 
Co_urt the taxpayer_ must .be represented by

Z 

a, lawyer. 
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PROF. DR. KLAUS TIPKB *: STEUERRECHT AN WESTDEUTSCHEN HOCHSCHULEN 
I. DIE WISSENSCHAFTLIC-HE 

DISZIPLIN ,,STEUERRECHT“ 

Das Steuerrecht ist Teil des Eiffentlichen 
Rechts, es ist in seinem Schwerpunkt Ver- 
waltungsrecht. Bis zum ersten Weltkrieg, 
aber auch noch nach dem ersten Weltkrieg 
wurde das Steuerrech’c durchweg, und 
zwar 'kursorisch, als Teil des Verwaltungs- 
rechts behandelt. Jedoch hat die Kodifiiie- 
rung d¢s allgemeinen Tefls der Reichsab- 
gabenbrdnung und die Einrichtung einer 
speziellen Steue'rgerichtsbarkeit (Finanzge- 
richte, Reichsfinanzhof) erheblich da‘zu 

beigetragen, dass das Steuerrecht 2115 561b- 
' 

standige Rechtsdisziplin anerkannt wurde. 
Als Wissenschaftler haben sich zwischen 
den Weltkriegen vor allem die Hochschul— 
lehrer Albert Hensel und 'Ottmar Biihler 
verdient gemacht. Wissenschaftliche Ver- 
dienste haben aber insbesondere auch Enno 
Becker (2115 Schépfer der Reichsabgaben- 
ordnung), Johannes Popitz (insbesondere 
auf dem Gebiet der Umsatzsteuer) und 
Albert Dom (vor allem im Bereich des 
Doppelbesteuerungsr'echts) . 

Obwohl ‘das Steuerrecht ein Teil des 6f- 

fcntlichen Rechts ist, bestehen enge Bezie- 
hungen auch Zum Privatre‘cht; dies inso- 

fern, als das Steuerrecht seine Rechtsfolgen 
in weitem Umfange an Rechtsverhfiltnisse 
und Rechtsgeschifte des Privatrechts an- 
knfipft und die Bausteine ffir sein Begriffs- 
gebéiude dementsprechend weithin 'dem 
Privattecht entnimmt, dabei ‘davon ausge: 
hend, das’s bestimmten zivilr'echtlichen Ge- 
‘staltungen bestimmte Wirtschaftliche Vor- 
rgfinge Oder Zustéinde entsprechen, dass sich 
in ihnen wirtschaftlich bewertbare Poten- 
zen oder Belastungen verkérpern. 
Die Bestéuerung ist ein zwangsweiser Wer- 
tetransfer; es werden Werte (hier als Teile 

_10 

des Wirtschaftsergebnisses Zu verstehen) 
von den Privatwirtschaften auf die fi’sci der 
Gemeinwesen (Zentralstaat, Gliedstaaten, 
Kommunen) fiberfiihrt. 
Bisher hat sich in der Bundesrepublik 
Deutschland die Steuerrechtswissenschaft 
vornehmlich mit der Sicherung des Grund- 
satzes der Gesetzméissigkeit der Besteue- 
rung befasst, ferner mit Fragen der sich 

aus dem Grundgesetz ergebenden Steuer- 

vcrfassung, mit dem Steuerbegriff, mit den 
Grenzen der Wirtschaftslenkung dutch 
Steuem, abet auch mit methodischen Fragen 
der Gesetzesanwendung. Auch einzelne As- 
pekte der Unternehmensbesteuerung sind 
immer Wieder behandelt worden. Es fehlt 
bisher jedoch die systematische Durchfor- 
schung des gesamten besonderen Steuer- 

rechts. Das efklfirt sich daraus, dass die mit 
dem Steuerrecht befassten Hochschullehret 
ganz fiberwiegend ihren Forschungsschwer- 
punkt im 6ffentlichen Retht oder im Pri- 
vatrecht haben und das Steuerrecht nur als 
Nebenfach betreuen. 
Grundséitzlich bestimmt der Gesetzgeber 
die Prinzi‘pien, die Gerechtigkeitsmass‘tiibe, 
an denen das positive Steuerrecht orientiext 
werden 5011. Die Steuerrechtswissenschaft 
kann, sofem sie niéht Rechtspolitik tr‘eiben 
will, prinzipiell nicht ihre Auffassung von 
Steuergerecht‘igkeit an die Stelle der Auf- 
fassung des Steuergesetzgeber‘s von Gerech- 
tigkeit setzen. Der Steuerrechtswissenschaft 
ist es jedoch aufgegeben zu priifen, ob der 
Steuergesetzgeber die Prinzipien: oder 
Gmndwertungen, die er der Besteuerung. 
zugrunde legt‘, konsequent zu Ende gefiihrt 
und dutch positive. Normen adéiqua’c abge- 
deckt hat. I'st 'das nicht der Fall, enthéilt das 

* Institut fiir Steuerrecht der Universitéit zu 
Kiiln. 
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ergeben sich Verstéisse gegen den Gleich- 
heitssatz. Es ist eine der wichtigsten Auf- 
gaben der Steuerrechtswissenschaft der Ge- 
genwart das in Deutschland‘ aus etwa 50 
versch-iedenen Steuern bestehende Steuer- 
recht Zu systematisieren, die ihm zugrunvde 
liegenden Prinzipien aufzudecken und auf 
ihre konsequente Durchfiihrung zu priifen, 
um auf diese Weise Liicken und Uber- 
schneidungen- sowie Verstbsse gegen den 
Gleichheitssatz festzustellen. Dabei muss 
beachtet werden, dass das Steuerrecht nicht 
nut aus FinanzzWecknormen besteht, son— 
dem auch aus Sozialzwecknormen, die witt- 
schafts-, sozia1-, kulturpolitisch etc. moti- 
Viert sind und meist verdeckte Subventio- 
nen enthalten. Soweit solche Subventions- 
normen in Steuergesetze eingebettet sind, 
ist es die Aufgabe der Steuerrechtswissen— 
schaft, auch solche Normen auf ihre Sy- 
stemhaffigkeit Zu prfifen. 

II. FORSCHUNGS- UND 
LEHREINRICHTUN GEN 

. Forschungs- und Lehreinrichtungen, die 
sich mit dem Steuerrecht befassen (Insti: 
tute, Seminare, Lehrstiihle) bestehen an 
den Universitéiten . Bielefeld,‘ Bochum, 
Bonn, Erlangen/Niimberg 1, Hamburg, 
Heidelberg, K6111, Mannheim, Mfinchen, 
Mfinster, Regensburg, Wfirzburg sowie an 
der Technischen Hoc-hschule Darmstadt; 
Speziallehrstfihle ffir Steuerrecht bestehen 
nur an den Universitéiten Bielefeld 2, 
Bochum 2, Erlangen/Nfirnberg, K61n3 und 
an der Technischen Hochsch'ule in Darm- 
stadt. Der Lehrst‘uhl an der Universitét 
Mannheim ist ein Lehrstu‘hl ffir‘ Steuer- 
recht und Betriebswirtschaftliche Steuer- 
lehre. Die fibrigen Lehrstiihle sind dutch- 
Weg solche ffir Offentliches Recht (an den 
Universitéiten Miinchen; Hamburg, Heidel- 
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berg, Regensburg, Mfinster) oder solche 
fiir Biirgerliches. Recht (an den Universi- 
téten Bonn und Wfirzburg), die das 
Steuerrecht mitbetreuen. 
An der Universita't Regensburg ist die in- 
terdisziplinéire Ottmar-Bfihler-Forschungs- 
stelle ffir internationales Steuerrecht ein- 
gerichtet Worden. Diese Forschungsstelle 
5011 ihre Forschungsarbeit 1973 aufnehrnen. 
Voraussichtli‘ches Forschungspgogramm: 
Rechtsvergleichende Untersuchungen, 
EWG—Steuerharmonisierung, Probleme in—' 
ternationaler Untemehmensmsammen- 
schliisse. .' 

Direktoren (V'oxsitzende) der Institute 
(Seminars) und/oder Inhaber der Lehr- 
stiihle sin-d: 

Bochum: Professor Dr. Heinrich Wilhelm 
Kruse 
Bonn: Professor Dr. Werner Flume 
Erlangen/Niirnbergz. Professor Dr. Walter 
Schick 
Hamburg: Professor Dr. Gerhard Wacke 4 
Heidelberg: Professor Dr. Klaus Vogel 
Kéln: Professor Dr. Klaus Tipke (Vor- 
gfinget: Prof. Dr. Armin Spitaler und Prof. 
Dr. Ottmar Biihler) 
Mannheim: Professor Dr. Kuno Barth 
Mfinchen; Professor Dr. Hans Spanner 
Mfinster: Professor Dr. Friedrich Klein 
Regens‘burg: Professor Dr. H. Soell 
Wfirzburg: Professor-Dr. Heinz Paulick 
Darmstadt: Professor Dr. Georg Strick- 
rodt 4 
Der erst kfitzlich eingerichtete Lehrstuhl in 

1. Es handelt sich. um ein Seminar und einen 
Lehrstuhl in der Wirtschafts- und Sozialwissen~ 
schaftlichen Fakultiit. 
2. Die Lehrstiihle in Bielefeld und Bochum 
sind erst vor kurzem eingerichtet warden. 
3., Es handelt sich um den filtesten Speziallehr- 
stuhl; er besteht seit 1943. 
4. Emeritiert, Lehrstuhl ist aber noch nicht neu 
besetzt.
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Bielefeld ist zur Zeit noch nicht besetzt. 
Leiter der Ottmar-Biihler-Forschungsstelle 
an der Universitiit Regensburg ist z.Zt. Dr. 
Albert Ridler. 
Uber den Forscbzzngygegemtmd kénnen 
nur pauschale Angaben gemacht werden: 
Hauptséichlich mit Fragen der Steuerver- 
fassung befassen sich: Friauf /K61r‘1; Klein] 
Miinster und Vogel/Heidelberg; haupt- 
siichlich mit 'dem allgemeinen Steuerrecht 
befassen sich: Kruse/Bochum; ‘Spanner/ 
Miinchen; Tipke/Kéln; hauptsfichlich mit 
Problemen der Unternehmensbesteuerung 
sind befasst: Barth/Mannheim; Flume/ 
Bonn und Paulick/Wfirzburg. Tipkg/Kfiln 
widmet sich gegenw'zirtig vor allem der Sy- 
stematisierung des Besonderen 'Steuerrechts. 
Bei Prof. Spanner/Miinch'en wird Zur Zeit 
eine Habilitationsschrift fiber internationale 
Doppelbesteuerungsabkommen verfasst 

(Weber—Pas), in Mannheim bei Prof. 
Barth eine Habilitationsschrift fiber Kon- 
zernsteuerrecht (Brezing). Fast alle Steuer- 
rechtler betreuen Doktoranden; die Zahl 
schwankt zwischen 3 und 30. 

III. STEUERRECHT ALS STUDIENFACH 

In den meisten westdeutschen Lindem 
sind v01: etwa einem Jahr die Ausbildungs- 
und Priifungsordnungen reformiert wor- 
den. Die neuen Ausbildungs- und Prii— 

fungsordnungen unterscheiden zwischen 
Pflichtféichern und Wahlffichern. Jedej; 

Student muss (in der 2. H'allfte seines Stu~ 

diums) ein Wahlfach wéihlen. Zu den 
Wahlféichern gehért ‘auch das Steuerrecht, 
und zwar in einigen Lindem solo (so z.B. 
in Nordrhein-Westfalen und im Saarland), 
in.andeten Lindem Zusarnmen mit Han- 
dels- und Gesellschaftsrecht, Wettbewerbs- 
u‘nd Kartellrecht, Wechselrecht und Grund- 
ziige der Bilanzkunde (so z.B. in Bayern 
and Baden—Wfirttemberg 5). 

12 

Im 2. juristischen Staatsexamen werden nut _ 

in Bayem Kenntnisse des allgemeinen 
Steuerrechts und der Grundzfige des be- 
sonderen Steuerrechts verlangt. 
Nach wie vor produziert die deutsche Ju- 
ristenausbildung hauptsichlich den Justiz- 

juristen. Dabei Wird die 5konomische 
Komponente noch immer weitgehend aus- 
geklammert, das Stadium folglich den 
Anforderungen einer modemen Industrie- 
gesellschafit nicht gerecht. 
Im Sommer 1972 ist ein reformiertes 
Steuerberatungsgesetz verabschiede’t wor- 
den. Danach 5011 die Steuerberatun‘g zu- 

kiinftig Prinzipiell‘ von Akademikem be— 

sorgt werden. Verlangt wird entweder ein 
rechtswissenschaf‘tliches Oder ein witt- 
schaftswissenschaftliches Studium. Es ist 

aber unschwer vorauszusehen, dass die 

grosse Mehrzahl deter, die das Bemfsziel 
“Steuerberater” anstreben, das Stadium der 
Wirtschaftswissenschaften wéihlen Wird 6. 
An den genannten Hochschulen werden 

5. Diese Wahlfachgruppe wird voraussichtlich 
wenig gewéihlt werden, weil das Wahlfach mit 
Stoff fiberladen ist. Soweit die Urheber von Prii- 
fungsordnungen Ziviljuristen sind, pflegen sie 

die Stoffmasse des Steuerrechts durchweg zu 
unterschitzen. Allerdings werden in den zuletzt 
genanntgn Lindem nur ,,Gr_undziige“ des Steuer- 
rechts geprfift. Mindestens die Kombination mit 
Wettbewerbs— untl Kartellrecht ist m.E. fiberdies 
verfehlt. —— In Hamburg lautet die Wahlfach- 
gtup’pe: ,,Finanzverfassungs~ und Allgemeines 
Abgabenxecht“. Diese Limitierung witd den Er- 
fordemissen auch einer steuerrechtlichen Grund- 
ausbildung nicht gerecht. 
6. In Kfiln kfinnen Studierende der Betriebs- 
wirtschaftslehre sowohl die Betriebswirtschaft- 
liche Steuerlehre als auch das Steuerrecht als 

Wahlfach wihlen. 
Die steuerrechtlichen Veranstaltunge‘n an der 
Technischen Hochschule Darmstadt dienen der 
Ausbildung von Diplom—Wirtschaftsingenieuren, 
Diplom-Kaufleuten und Diplom-Volkswirten, 
nicht der Ausbildung von Juristen. 
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Steuerrechtliche Vorlesungen, Ubungen und Universitéiten (Berlin, Géttihgen, Mainz, 
Seminare abgehalten. An allen Hochschu— Freiburg, Frankfurt? Kiel) Wird die Lehre 
len, an denen es keine Speziallehr‘stiihle ffir nicht Von 'hauptamtlichen Professoren, 'son- 
Steuerrecht gibt, sind mit der Lehre auch dem nut von Honorarprofessoren und/oder 
Honorarprofessoren. und' Léhrbeauftragte‘ Lehrbeauftragten bestritten. 
befasst. An einigen noch nicht erwéihnten 
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JOSE MARTINS PINHEIRO NETO *: 

LES INVESTISSEMENTS AU BRESILl 
Les investissements étrangers au Brésil sont 
régis Par la loi No. 4131 ‘du 3 septembre 
1962 (modifiée par la loi N0; 4390 du 
29 aofit 1964) qui a été votée £1 une époque 
011 la situation était difficile pour le pays. 
Nous étions dans une période d’inflation 
trés grande et croissante et les problémes 
sociaux s’aggravaient d’une maniére alar- 

mante. La création de la loi, é laquelle j’ai 
eu l’occasion de collaborer, paraissait con- 
traire aux investissements étrangers. La ré- 
action du moment fut défavorable, car per- 
sonne- ne pouvait admettre aisément une 
réglementation, 1:21 011 1'1 n’en existait aucune 
auparavant; mais avec ‘le‘ temps cette ré- 

action ne trouva plus de fondements. 
Les investissements étrangers, en accord 
avec l’articl'e premier, sont constitués par 
les devises ou les biens envoyés au Brésil. 
Tout ce qui peut exister, par sa valeur en 
argent, soit en monnaie étrangére, soit en 
monnaie brésilienne, sera déclaré. Il existe 
des problémes: non pas au point de Vue 
des investissements en devises, car nous dis- 
posons de contrats d’e change, et les chif- 
fres sont facilement établis, mais au point 
de vue des transferts de‘ biens qui doivent 
avoir leur valeur fixée. Avant'l’application 
de cette loi, au début de l’industrialisation 
brésilienne, les investisseurs étrangers en- 
voyaient au Brésil des fabriques obsolétes 
qui, si dans leurs livres comptables (d’ori- 

gine) étaient déclarées :‘1 leur valeur dé- 
preciée voulaient en arrivant au Brésil étre 
enregistrées avec une valeur supérieute, dé- 
terminée par l’évaluation que la loi des 
S.A. prévoit quand i1 existe un apport en 
biens. Nous avons eu des différents admi- 
nistratifs et judiciaires é ce sujet et il a été 
finalement établi que la valeur monnaie 
étrangére serait celle mentionnée dans la 

licence d’importation. 

14 

Aujourd’hui, quand i1 s’agit d’un investis- 
sement en biens, nous suggérons générale- 
ment pour faciliter les formalités d’enre- 
gistrement, .une remise en numéraire avec 
le retour immédiat de cette méme remise 
par l’irnportation -de_s biens que You a l’in— 
tention d’introduire au Brésil; cette impor- 
tation se feta par la société constituée. 
Toutefois, 1'1 existe des cas spéciaux, tel que 
les priviléges fiscaux appliqués aux impor- 
tations qui bénéficient alors de l’exemption 
totale ou partielle de l’impét sur l’impor- 
tation, ou de I’impét sur les produits in- 
dustrialisés. II faut alors entamet auprés 
des autorités gouvemementales tout un 
processus pour l’ob‘tention du projet qui 
prévoit l’importation de ces biens. 
Aujourd’hui nous n’avons plus toutes ces 
difficultés apparues lors de la mise en ap- 
plication de la loi. L’irritation ou la mau- 
vaise volonté n’existent plus. Vis-é-vis des 
investisseurs étrangers. Les eivantages que 
nous ont amené les nouvelles industries et 
la stabilité politique et économique, ont fait 
presque disparaitre 1e danger que représen— 
tait 1a domination étrangére dans les divers 
secteurs d’activité. De plus et aussitét aprés 
l’installation du régime actuel en 1964, la 
loi 4131 a été debérrassée de ces cétés les 
plus restrictifs. Pour avoir une idée de la 
différence de mentalité entre septembre 
1962 et aofit 1964, i1 suffit de dire que par 
la loi originale, les réinvestissements se- 

raient déclarés en monnaie brésilienne; 
comme nous étions dans une période infla- 
tionniste trés difficile, cette déclaration ne 

* Avocat 2‘; 850 Paulo. 
1. Extrait du discours du 17 octobre 1972 de- 
vant 1a Chambre de Commerce France-Amérique 
Latine. 
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possédait presque aucune valeur et dispa- 
raissait en quelqpes années d’inflation; La 
loi‘ 4390 de 1964 a tout changé en Per- 
mettant l’enregistrement des réinvestisse— 
ments (en monnaie étrangére) en moyenne 
du cours de la monnaie étrangére‘ pendant 
la période dans laquelle ils ont été acquis. 
La déclaration de ces réinvestissements éle- 

“vait donc 1a d'éclaration initiale, en donnant 
droit 2‘1 des ramises plus importantes de di- 
videndes et en permettant,'si l’occasion se 
présentait, un ‘retour de capital au montant 
supérieur £1 celui qui ffit env‘oyé au com- 
mencement de l’investissement. 
C’est ainsi que les investissements étran- 
gets peuvent étre f'aits pratiquement dans 
toutes les activités économiques qui se dé- 
veloppent au Brésil. 11 en 'existe quelques- 
unes sans doute qui' sont totalement inter- 
dites, de méme que dans les pays plus dé- 
veloppés: la presse, la radio et la télévision, 
les systémes de télécommunications, mais 
non 1a fabrication des éléments nécessaires 
2‘1 ces secteurs, 1a navigation cétiére et 
aérienne, quelques services publics, l‘es Che-v 
mins de fer, l’extraction et le raffinage du 
pétrole, voilz‘a. en résumé les secteurs pour 
lesquels 1a patticipation étrangére n’est pas 
admise. 11 en existe d’autres oh la participa— 
tion est limitée: jev pense d’abord et par ex- 
périence, aux banques commerciales, pour 
'lesquelles les autorités qui contrélent leurs 
activités ont établi ‘des critéres qui n’ad- 
mettent pas les inV'estissements étrangers, 2‘1 

l’exceptibnde ceux qui étaient déjé ‘établis 
et qui continuent £1 fonctionner sans aucun 
.empéchement. Dans les banques d’investis- 
sement un maximum ‘de 30% du capita1_ 
votant est autOrisé aux étrangers. La parti- 
cipation peut attcindre 50% du total du 
capital entre les actions dormant .droit au 
vote et celles n’y dormant pas droit. La 
limitation est la méme dans l’industrie pé- 
trochimique; il est bon de note: que dans‘ 
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A 

ce secteur 1e gouvernement cherche 2‘1 fave-4
I 

riser les activités privées en répartissant 2‘1 

peu prés également l’es Participations entre 
les entreprises nationales, 1e gouvernement, 
et les entrepm'ses étrangéres, c’est—é-dire 1/3 
chacun.

, 

To'us les capitaux qui entrent dans le pays 
doivent étre 'déclaxés. Il existe pour Cela, 
un département de la Banque Centrale qui- 
examine les demandes de .déclaration. 
Quand l’investissement est fait en devise, 
1a demande de l’enregistrement doit étre 
présentée dans 'les 30 jours qui suivent son 
entrée dans le pays. Quand i1 s’agit de 
biens, 1e délai est de 30 jours '21 partir de 
leur arrivée au Brésil. On ‘délivre un‘ certi- 
ficat, dans lequel est mentionné sa valeur 
er; monnaie étrangére et '1’équivalent en 
Cruzeiros au moment de l’entrée au Brésil. 
L’enregistrement en monnaie d’brigine est 
le Seul‘ important pour l’investisseur. C’est 
sur cette valeur déclarée en monnaie étran- 
gére que seront 'calculés les gains 2‘1 remettre 
aux actionnaires et 2‘1 rapatrier 1e cas éché- 
ant. 
Les‘ gains obtenus pap l’entreprise brésilien- 
ne, et résultant totalement ou partiellement 
d’un investissement étranger, peuvent étre 
remis 2‘1 l’investisseur. Les gains, allant jus- 
qu’é 16% du montant de l’enregistrement 
en monnaie étrangére, sont sujets a un im- 
p6t sur le revenu de 25%, ce qui laissera 
un dividende net de‘12%, Pour les divi- 
dendes supérieurs, i1 existe un impét sup- 
plémentaire qui peut atteindre jusqu’é 
60%. Le calcul est fait par une moyenne 
des dividendes sur une période de 3 ans et 
le paiemen‘t des-dividendes es't alors‘ effec- 
tué par l‘entreprise ‘br‘ésilienne pour le 
compte de ses actionnaires étrangers. 
C’est‘ dans le méme département de la 
Banque Centrale que sont enregistrés les 
contrats qui incluent des remises-de fonds 
5. l’étranger. Ce sont les contrats autorisant
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l’utilisation des brevets d’invention, des 
marques et ceux qui régissent l’assistance 

technique, administrative et quelques autres. 
Auparavant, Peu aprés 1972, i1 était relati— 
vement facile d’enregistrer ces contrats et 

nous avions une grande liberté en ce qui 
concerne les clauses. Aujourd’hui, 1a situ- 

ation est diff‘érente 5. cause des meilleures 
connaissances dont dispose 1e département 
de la Banque Centrale. On n’admet plus. 
'21 présent les clauses qui limitent l’exporta— 
tion des Produits fabriqués Par l’entreprise 
brésilienne. En ce qui concerne l’assistance 
technique, -i1 faut qua celle-ci soit reconnue 
nécessaire et démontrer qu’elle a été effec— 
tivement d'onnée. Dans le cas des brevets 
d’inventic'm, i1 faut convaincre 1e départe- 
ment chargé de l’enregistrement qu’il y a 
réellement un transfert de technologie vers 
le BréSiI. Nous savons depuis pen que le 
département des Marques et Brevets au 
Brésil maintient des accords avec les dépar- 
tements correspondants des auttes pays, 
ainsi qu’avec la France: grace £1 ces accords, 
il est possible de connaitre tous les brevets 
d’invent'ion reconnus et enregistrés. .Les 
brevets d’invention doivent étre enregistrés 
au nom du propriétaire, aussi bien dans le 
pays d’origine comme au Brésil, pour que 
les paiements prévus dans les contrats puis- 
sent étre effectués. Ce méme département 
prétend créer une espéce de Banque de Bre- 
vets d’invention pour étre en mesure d’in- 
diquer, aux organisations brésiliennes inté- 
rcssées, l’existence deS' divers brevets trai- 

tant' de la méme invention, et orientant par 
la méme occasion un choix moins onéreux. 
Il ‘existe une intention délibéréel de con- 
naitre tout ce qui se fait dans le monde, 
dans le domaine de la technologie, et de 
transférer ce qu’il y a de plu‘s moderne ‘et 
de plus actuel au Brésil. 
Le paiement des brevets d’invention; ainsi 

que celui de la technologie, peut étre fait 
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sur la base d’un accord calculé avec le 

pourcentage sur la valeur des ventes. Le 
pourcentage maximum est de 5% Pour les 
industries de base. Pour les autres, i1 se 
réduit jusqu’z‘a. 1% ce qui est aussi 1e pour- 
centage maximum que l’on pent expédier 
2‘1 l’étranger quand i1 s’agit de marques. Les 
limitations applicables pour les transferts 
d’argent, servent aussi de base pour l’impét 
sur le revenu et sont acceptées comme des 
dépenses courantes des sociétés, mais tie

, 

sont pas toujours acceptées par les autori- 
tés. Dans le cas de l’industrie automobile, 
par exemple, le département ayant conclu 
que 5% sur les ventes ser’ait excessif, auto- 
rise seulement 3%. Il existe d’autres cas. 
En matiére d’assistance technique, i1 faut 
distinguer les différentes formes sous la- 

quelle elle se présente et sous certains as- 
pects reconnaitre l’adaptation des autofités 
brésiliennes aux conditions de la vie réelle. 
La loi admet, assez sommairement, 1"assis-

I 

tance technique seulement pour une pério- 
de de 5 ans, renouvelable pour le méme 
dél'ai. Ce renouvel'lement s’est montré extré- 
mement difficile 2‘1 obtenir. Cette mesure 
s’explique de la fagon suivante: 1'1 est en—

u 

tendu que l’entreprise brésilienne doit ap- 
prendre dans ce délai de 5 ans, tout ce qui 
Iui est nécessaire pour continuer avec ses 
propres ressources 1a fabrication pour la- 
quelle elle a bénéficié au' début de l’assi— 
stance technique. Ce qui méne é. penser 
d’une fagon simpliste que l’assistance tech- 
nique ou le progrés technologique est sta- 

tique et ne progresse Pas. C’est-é—dire, qu’ 
une fois 'acquis tout ce qui est nécessaire é 
une fabrication, les autorités Oublient qu’- 

actuellement, un produit, une méthode, un 
procédé peuvent étre dépassés en Peu de 
temps et remplacés par d’autres qui seront 
plus efficaces. Le paiement aussi clevrait 

étre calculé sur la base d’un pourcentage 
sur le prix de vente. Or, dans de nombreux 
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cas l’assistance technique cesse pratique- 
ment aprés l’installation des équipements, 
1a foumiture des plants et spécifications et 
la révélation des procédés. En outre pour 
une fabrication naissante, la production ne 
peut étre satisfaisante que de nombreuses‘ 
années aprés l’acquisition de l’assistance 
technique. Si 16 contrat a une durée limitée 
de 5 ans quelques années se seront passées 
avant le-lancement des ventes. 
Aujourd’hui pour les cas plus séricux our 
plus compliqués, i1 faut entrer'en contact 
direct avec les organismes de la Banque 
Centrale en cherchant a les convaincr‘e que 
l’assistance technique ou la vente du Know- 
How doit étre rémunérée de fagon diffé- 
rente. On connait plusieurs cas pour les- 
quels i1 ffit possible -d’obtenir 1e paiement 
du total prévu, :‘1 condition que ce paie- 
meat soit enregistré comme un ihvestisse- 
meat par 1’entreprise brésilienne. 
11 en est de méme pour les services d’en— 
gineering ou technique qui ont lieu lors de 
l’installation d’une industrie ou' d-’une ac- 
tivité nouvelle. Il existe I’Arrété ministériel 
n° 184, disant que les services de ce type, 
appliqués hors du Brésil, peuvent étre 
payés intégralement, sans déduction de 
l’impét sur le revenu. Quelques problémes 
encore ne sont pas résolus de maniéré 
satisfaisante: l’envoi de techniciens au Bré- 
sil, pour l’implan‘tation d’un nouveau pro; 
cédé ou l’installation'd’une nouvelle fabri- 
que, se heurte a des‘ difficultés, non pas 
pour le paiement de ces techniciens car cela 
est toujours possible, mais sur l’incidence 
des impéts £1 verse: sur les' paiements. Nous 
espérons qu’avec la signature du traité 
franco-brasilien qui évite la double impo- 
sition ~ traité signé 1e 10 mai 1971 et 
approuvé au Brésil par le Décret 70.506 du 
12 mai 1972 — les problémes seront ré- 
solus de maniére satisfaisante. De toute fa- 
gon, ce qui est certain, c’est que les paie- 
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ments occasionnés d’abord par les «royal- 
ties» sur les Brevets d’invention et les Mar- 
ques, ‘et ensuite par 1’assistance technique, 
ne sont plus imposés 2‘1 25% ce qui est 
normal, mais seulement 2‘1 15% pour l’as- 
sistance technique et 5. 10% pour les Mar- 
ques. 

'

‘ 

Dans le cas de l’assistance technique, un 
.dispositif de la loi qui date de sa création 
en 1962, et qui me parait totalement in- 
juste, annonce l’interdiction de pa‘iements 2‘1 

la société mére. La 101' fut mise en appli- 
cation pour combattre 1e procédé qui‘ con- 
sistait é distribuer les bénéfices sous 1e 
couvert de paiements d’assistance techni- 
que: i1 faut reconnaitre que ce procédé fut 
effectivement utilisé dans le passé: Ie paie- 
ment de l’assistance technique pour les 
entreprises brésiliennes représe‘ntait des dé- 
pensés, et n’était donc pas imposable ou 
alors l’impét était inférieur a l’impét Sur 
les bénéfices. Plusieurs entreprises étrangé- 
res utilisérent ce moyen pour obtenir des 
avantages considérables. Quelques sociétés 
furent donc responsables des conséquences 
qui furent appliqueés d’une fagon générale, 
é savoir.l’interdiction de ces paiements aux- 
sociétés .méres ou aux sociétés dont 12. par- 
ticipation était supérieure 2‘1 51%. Il est 
p035ib1e d’obtenir l’enregistrement du con- 
trat, et d’effectuer les paiements de l’assi- 
stance technique. Mais les remises ne lsont 
pas acceptées comme des dépenseS'de' la 
société brésilienne, mais comme des- gains 
additionnels payés aux actionnaireS‘ étra'n- 
gets, ce qui ‘éléve excessivement 1e cofit de 
l’as’sistance technique.

. 

Les emprunts lancés par les en'treprises bré- 
siliennes et Ieurs conditions nous donnent 
L’occasion d’observer les variations de la 
bonne Volonté brésilienne 2‘1 l’égard des 
étrangers. La situation 'actuelle e‘st réelle," 
ment bonne, parce qu’on note depuis quel- 
ques années l’intérét énorme que portent 
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les investisseurs étrangers ou les financiers 
' 

aux emprunts brésiliens. 11 y a quelques 
années, devant l’impossibilité pour les 

banques établies au Brésil, d’affronter les 
activités en plein développement, les entre- 
prises installées au Brésil, mais disposant 
de contacts 2‘1 l’étranger, étaient favorisées. 

Aujourd’hui, heureusemént, 1a présence au 
. Brésil des représentants de la plupart des 
grandes banques internationales, offrent 

aux entreprises totalement brésiliennes des 
conditions identiques. Les emprunts en 
monnaie étrangére doivent étre enregistrés 
dans le méme département de la Banque 
Centrale, en outre il est indispensable d’ob- 
tenir une autorisation anticipée avant de 
conclure. Cette autorisation, qui aprés son 
,obtention doit étre utilisée dans les 15 jours 
qui suivent, prévoit 1a durée de l'emprunt, 
les modalités de sa liquidation, les intéréts, 
et le montzint. La durée aujourd’hui ne peut 
étre inférieure 2‘1 6 ans; les intéréts doivent 
correspondre 5. ceux qui sont en vigueur 
sur‘ les marchés financiers internationaux, 

méme si des intéréts variables sont admis 
principalement sur le marché de l’Euro- 

dollar on avec «le prime rate américain». 
Pour faciliter les emprunts '21 longue éché- 
ance, 1e gouvernement vient de créer une 
loi qui accorde l’exemption de l’impét sur 
l’intérét, quand l’emprunt est considéré 
d’une importance primordiale pour l’activi- 

_té 5. laquelle i1 se destine et quand l’em— 
prunt est délivré pour une durée supérieure 
2‘1 10 ans. 
Les intéréts, comme pratiquement tous les 

paiements effectués 2‘1 l’extérieur, s'ubiss'ent 

un impét '21 1a source de-25%. Quand i1 

existe des traités de double imposition, 

comme c’est 1e cas maintenant avec la 

France, cet impét est: réduit '21 15%". Il est 

possible 5. la Société Brésilierme d’qssurer 

1a charge de ces intéréts en les payant dans 

la valeur nette c’est-é-dire libre d’impét. 

18 

Dans Ce cas, i1 faut additionner au montant 
dfi une somme, quj aprés l’i-ncidence des 

25% permet de faire 1e paiement complet. 
En d’autres mots, si les intéréts s’élévent 2‘1 

100‘1'1 y aurait normalement une tetenue 2‘3. 

121 base de 25%, ce qui raméne 1e paiernent 
£1 75; si l’emprunteur prerrd l’impét a sa 
charge, 1a valeur des intéréts doit alors 

s’élever 2‘1 133 sur laquelle sont appliqués 
les 25% d’impét, ce qui Permet 1e paie- 
ment net de 100. 
Le Brésil est trés intéressé par l’exportation 
de ses produits, non seulement en ce qui 
concerne ses matiéres premiéres comme 1e 
café, 1e cacao et les minerais, mais aussi les 
produits industrialisés, manufacturés. Le 
gpuvernement a cbncédé des avantages fis- 
caux considérables pour que ces objectifs 

soient atteints, donnapt ainsi '21 ses produits 
la possibilité d’étre compétitifs sur le mar- 
ché international. On a créé récemment la 
loi I10 1219 qui Prévoit l‘exemption totale 
d’impét pour les fabriques qui s’installent 
au Brésil et destinent principalement leur 
production A l’exportation. Cette loi a sou- 
levé un grand intérét, et on attend dans 
les prochains jours sa réglementation. 
Un gran-d intérét aussi, a été démontré par 
l’ouverture du capital des entreprises éta- 

blies 'dans .le pays. En fait, 1'1 n’y a Pas si 

longtemps, les sociétés qui avaient des ac- 
tions cotées en bourse, ‘étaient rates. Pour 
augmenter ce nombre et pour attire: l’é- 

pargne vers les sociétés qui aVaient jusqu’- 
alors recours aux .banques et aux sociétés 
financiéres, le gouvernement a adopté‘ cer- 
taines mesures qui favorisent 1e public pour 
l’acquisition d.’ actions desv S.A. La premiére 
mesure fut d’exempter de tout impét les 
primes payées par l’achat des actions. Ces 
primes étaient nécessaires, considérant l’in- 
flation dans laquelle nous vivions: 1a va-. 

Ieur nominale des actions, tout le capital 
des sociétés ‘ne correspondait pas i la va- 
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leur réelle de son actif. Il fallait alors trou- 
ver une fagon de Payer un supplémen‘t aux 
anciens actionnaires, si de nouveaux ac- 
tionnaires participaient a l’entreprise. La loi 
4278 de 1965 accepta alors 1a prime regue 
par les sociétés 2‘1 l’émission de nouvelles 
actibns, et ‘totalement libéré de l’impét sur 
le revenu; cela constituait un capital addi- 
tionnel qui' devait par la suite étre partagé 
entre tous. En- méme temps se confirma ce 
qui avait été établi, 5. savoir 1e total' exémp- 
té que l’actionna-ire ‘pofirrait obtenir par la 
vente de l’action 2‘1. une valeur supérieure é. 

sa valeur nominale. Pour cette raison, les 
lancements d’actions se multipliérent H y 
a quelques années occasionnant une véri- 
table révolution sur le marché des capitaux. 
Cette révolution terminée, des‘ bases plus 
véridiques purent étre établies, permettant 
alors le développement nécessaire. 
Des efforts ont été faits pour que les entre- 
Prises étrangéres, bien souvent totalement 
fermées et sans aucun actionnaire local 5 
l’exception des 6 actionnaires 'nominaux in- 
dispensables, ouvrent leur capital aux in- 
Vestissements nationaux. En ce sens .on peut 
dire qu’il existe quelques préventions con- 
tre les sociétés appartenant exclusivement 
aux étrangers. Dans 1a méme loi 4131 il 

est spécifié que les institutions financiéres 
gouvernementales ne peuvent Concéder des 
emprunts aux sociétés appartenant exclusi- 
vement é. des non-résidents. En fair, cela 
signifie que les sociétés doivent chercher 
auprés de leur maison mére les recours ad- 
ditionnels »dont elles out besoin. 
Le transfert des centres de décision du‘

' 

Brésil vets les Pays d’ox‘l proviennent les 
investissements n’a Pas représenté de pro- 
blémes particuliers pour nous. Sous certains 
aspects, 1'1 est impossible d’éviter que cer~ 
taines décisions soient prises clans les cen- 
tres 'des entreprises qui déterminent l’inves- 
tissement. Ceci se passe de la méme £9.a 
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dans le monde entier, et trés probablement, 
i1 serait impossible 2‘1 19. France 011‘ 5. l’An- 
gleterre .d’éviter une décision de Ford, 2‘1 

Detroit, qui déterminerait 1a fermeture de 
ses usines en France en ,en Angleterre, ou‘ 
bien alors le ‘transfert de ces usines en Allen 
mégne par exemple. Mais '21 l’égard des ace 
tivités des entreprises étrangéres au Brésil, 
aussi grandes soient-elles, nous ne doutons 
pas qu’elles accomplissent et se soumettent 
aux d‘écisions totalement libres qxii sont 
adoptées; par le pays 01‘1 elles se sont ‘étae 
blies; quand 1e gouvemement prend une 
mesure, les entreprises comme toutes les 
autres pourront agir pour obtenir une ré- 
vbcation ou une‘altération si cette mesure 
va '21 l’encontre de leurs intéréts. Cela ne 
signifie pas qu’elles désapprouveront-ou ne 
respecteront pas systématiquement cette 
mesure; en cherchant une modification ou 
une annulation, elles défendront seulement 
leurs intéréts, tout comme agirait un hom- 
me d’affaire conscient de ses obligations 
envegs son entreprise et ses actionnaires. 
'On note an Brésil, progressivement, 'une‘ 
concentration des entreprises due é l’aug-' 
mentation de la production; l’économie 
d’échelle oblige la création d’unités plus 
grandes. En cela, sans_ doute, les entreprises 
étrémgéres disposent dav’aritage de're‘cours, 
possédent un avantage survles entr’eprises 
,na’tionale's. Il est ainsi fréq'uent de 'voir une 
entreprise brésih'enne se développer aprés 
avoir été achétée par une entreprise‘ étran- 
gére. On devine 'qu’i'l serait possible aux 
étrangers de s’installer seul et‘de créer leur 
propre organisation. Il est toutefois préfé- 
table de .faire 1"acq‘uisition d’unités quisont 
déjé en. fonctionnement, parce que cela_ 
évite la perte de temps due a l’installation, 
et permet aussi d’obtenir ‘en méme temps 
que l’usine en fonctionnement, sa direction. 
Les dirigeants représentent un probléme 
important Pour 1e Brésil, en effet, le déve- 
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loppement rapide du pays n’a pu étre ac- 
compagné *par la formation nécessaire des 
dirigeants qui actuellement par leur nombre 
ne correspond pas aux besoins. Des écoles 
id’administration apparaissent un peu Par- 
tout, mais il faudra encore quelques temps 
pour qu’elles puissent szi‘tisfaite aux besoins 
croissants de l’économie. 
II existe au Brésil, une loi anti-trust, res- 

semblante é celle qui existe aux Etats-Unis. 
Cette loi n’a pas été appliquée, et consi- 

dérant l’appui que le gouvernement accorde 

aux concentrations d’entreprises, il est peu 
probable qu’elle soit appliquée dans un 
futur proche. 11 y a eu récemment des 
fusions de banques ef de grandes entré- 

prises; une loi a été émise qui Permet, 
quand 1e gouvernement appmuve 1a fusion 
ou l’incorporation, une réevaluation de 
l’actif é une va'leur supérieure '21 celle qui 
est normalement admise, en conséquence de 
la correction monétaire. Cela démontre £1 

mon avis les bonnes dispositions du gou- 
vernement é l’égatd de ces regroupements. 

Brown, and 

r by Carl S. Shoup. 

NOTE TO S UBS CRIBERS 

We neglected to mention that the following articles which appeared in the 
November 1972 issue of the BULLETIN, 'Were originally presented in the 
Seminar on Export Incentives which was held at the XXV LEA. Congress 
in Washington, DC. in October 1971: 

1. Export Subsidization by Robert Baldwin, 

2. Tax Intentives forlExpolrt by Developing Countries by GA. 

3. Export Incentives in the Context of the Indirect Tax Structure 
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MAITRE MAX HUBERT BROCHIER: 
LE PLAN FRANCAIS ANTI-INFLATION 

Le lancement d’un emprunt national, la ré- 
duction des taux de la T.V.A. sur un cer- 
tain nombre de produits, l’augmentation‘ 
des intéréts versés sur' les livrets des Caisse 
d’Epar’gfle, sent 163 principales mesures pri- 
ses par le Gouvernement frangais, qui ont 
'été adoptées .1e 7' DECEMBRE 1972 par le 
Conseil des Ministres, puis présentées 5; 
1"Assemb1ée Nationale et au ,Sénat. 

1°. EMPRUNT NATIONAL 
Dés 1973, l’Etat frangais Iancera un em- 
prunt national de cinq milliards de fran‘cs 
sur quinze ans, garanti err valeur par une 
référence é l’unité de compte européenne._ 
La va'leur de cette unité de compte (U.C.) 
est de 5,555 F. 
La souscription 5. I’emprunt national ne 
comportera pas de détaxations fiscales. 
Le taux de l’emprunt sera compris entre 6 
et 7%. 
Le reste sera fourni ‘et financév d’une part, 
par la plus-valué des rentrées fiscales at- 
tendues sur l’éxécution du Budget 1972 
(un- milliard de francs), d’autre part par 
les économies réal~isées_par I’Etat consom- 
mateur grace é ses baisses de T.V.A. (un 
milliard de francs). 
Un compte d’allégement de la fiscalité in- 
directe sera créé dans‘ le Budget pour tens, 
dre compte de l’amortissement proggessif 
de ces allégements par: 
-— un deuxiéme emprunt en 1974. 
—— l’affectation de la moitié des plus-Values 

de T.V.A. réalisées au cours de cha- 
cime des années suivantes. 

2°. REDUCTION DE LA T.V.A. 
Le Gouvemement frangais demandera au 
Parlement l’autorisation de diminuet les 
taux de la T.V.A. Ces allégements se tra- 
duiront par une diminution de recettes fis- 
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cales ‘de 7,6 milliards de francs. 
Le taux normal de la T‘.V.A. sera réduit de 
23 a 20%. 
En conséquence, les produits manufacturés. 
verront leurs prix de détail diminuer de 
2% par rapport é. leur niveau du PRE- 
MIER DECEMBRE. 
Pour les produits pharmaceutiques, la bais- 
se sera de 3%. ' 

Le taux réduit de T.V.A. passe de 7,5 A 
7%. ' 

La T.V.A. (7,5%) sur la viande de boeuf 
est suSPEn-due du PREMIER JANVIER au 
30‘ JUIN 1973. ' 

En conséquence, 1e prix de la viande de 
détail diminuera de 7%. 
Ainsi, 1e prix plafond de l’entrecéte, actu- 
ellement de 24,80 francs le kilo, passera 5. 

23 francs 1e kilo. 
La T.V.A. sur' la patisserie fraiche passera 
de 17,6% 2‘1 7%. Cette réduction sera inté- 
gralement répercutée sur les prix de détail. 
Les principaux produits imposés au taux 
normal de la T.V.A., qui de 23% passera 
5. 20%, sent les suivants; 
Ameublement: peintures, papiers peints, 
tapis. 

Produits ménagers: téléviseurs, appareils 
-d’éc1airage. 

Habillenient: produits ,textiles, lingerie, 
chaussures.

4 

Loisirs-z vélos et vélomoteurs :de petite cy- 
lindrée, réparations automobiles, outillage 
et piéces détachées; articles de péche, de 
chasse, articles de fumeurs et matériels de 
développement der films cinématographi- 
ques. ' 

Métaux et Minerais; produits sidérurgiques. 
Médicaments et produits de parfumerie. et 
de beauté. 
Immeubles professionnels, affaires de pu- 
blicité, emballage et transports de marchan-
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dises. 

3°. EPARGNE 
L’Epargne -déposée dans les banques et les 
caisses d’épargne sera mieux rémunérée. 
Le nouveau régime des livrets de caisses 
d’épargne est 1e suivant: 
LIVRETS A: taux d’intéréts: 4,25% in- 

changé, plus une prime de fidélité de 1%, 
au lieu de 0,75% actuellement. 
LIVRETS B: taux d’intéréts: 4,25% au 
lieu de 4%, plus une prime de fidélité de 
1% an lieu de 0,75%. 
Les livrets A sont des comptes d’épargne 
éxonérés d’impét et plafonnés 2‘1 20.000 
francs. , 

Les livrets B ne sont Pas éxonérés ni pla- 
fonnés. 
Par ailleurs, les comptes sur livrets dans 
les banques voient leur taux de rémunéra- 
tion passer de 4% 2‘1 4,25%. Une prime de 
fidélité Ade 0,25% est' instituée Pour la pre- 
miére fois sur ces vcomptes d’épargne. Cette 
prime sera~versée chaque année au 31 DE- 
CEMBRE sur tout livret dont le solde 
moyen au cours de l’année considérée se- 

rait égal ou supérieur au solde de l’année 
précédente. 

4°. CREDIT 
La progression de la massa monétaire de- 
vrait étre ramenée de 20% pour ‘l’année 
1972 5. 15,16% pour l’arinée 1973. 
Dans ce cas, l’augmentation des credits 5 
l’économie doit étre limitée 2‘1 19% au pre- 
mier trimestre 1973 par rapport au premier 
trimestre 1972, et 2‘1 17% pour le deuxiéme 
trimestre 1973 'par rapport au vdeuxiéme tri- 
mestre 1972. ~ 

Chaque ‘banque doit respecter get objectif 
' dans la progression de la masse de crédits 
qu’plle accorde. Son taux de réserve obligat- 
toire sur les crédits sera alors maintenu A 

33%. Autrement 6116 56:9. Pénalisée et ver- 
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ta augmenter progressivement ce taux pro— 
portionnellement au dépassement de l’ob- 
jectif dont elle se sera rendue coupable. 

5°. REVENUS 
Le Gouvernement frangais va adresser a 
l’ensemble des partenaires sociaux une re- 
commandation de stabilité des Prix at de 
garantie du pouvoir d’achat, excluant, tout 
au moins dans le domaine des salaires, 

toute action .autoritaire. Elle visera «2‘1 Pro- 
poser une Politique de rémunération pour 
1973». 
Les Ministres des Finances de la Commu— 
nauté étant convenus d’essayer de ramener 
1a hausse des prix it 4% en 1973, les par- 
tenaires sociaux seraient invités é. maintenir 
1a progression des rémunérations £1 6% pen- 
dant l’année, plus 1% au maximum pour 
en ‘faire augmenter plus ‘rapidement, les 

revenus les plus bas, soit 3% en tout, au 
maXImum. 
Elle invitera les partenaires sociaux 2‘1 «faire 
usage d’une clause de sauvegarde du pou—_ 
voir d’achat» de maniére '21 ce que tout dé- 
passement de l’objectif de 4% par la haus- 
se des prix soit répercuté et compensé par 
une hausse équivalente des rémunérations. 
Ces 5% de hausse maximum de pouvoir 
d’achat correspondent au gain du pouvoir 
d’achat constaté en moyenne période au 
coufs des demiéres années en France. 

CONCLUSION 
Le Ministre frangais -des Finances, M. Valé— 
ry Giscard d’Estaing, présentant cet en- 

semble de mesures, a souligné qu’elles s’in- 
tégraient dans une série de mesures «desti- 
nées ‘2 [utter contra l’inflation». 11 a consta- 
té que l’Etat «prend a sa charge, l’essentiel 
des sacrifices». 
Le Gouvernemeht, quant é nous,. a voulu 
sfattaquer aux causes mécaniques de la' 

hausse. C’est ce qui l’a conduit '21 prescrire 
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un abaissement dux taux de Ia T.V.A. 
«La perte de re'cettes ’va étre compensée' pres- 
que; en totalité par le lancement de l’Em- 
prunt National; .Sonwggugactére ig’éc‘lit' appa- 
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MAX HUBERT BROCHIER 
wrait dams 1a ‘pos‘sibilité ‘de rembouxser «en' 
Unités de Compte», Ce qui préservera les 
‘contribua'bles frangais, souscr‘ipteurs, de 
tous ‘les dangers d’ude‘ dé‘sraluatio'n.
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DEVELOPMENTS IN 'INTER-NATION-AL TAX LAW 
COMMUNAUTES EUROPEENNES 

Question écrite No. 186/72 it la Commission (22 juin 1972) 1 

Objet: "Objet et perspectives des consulta- 
tions fiscales en cours entre les 

Etats-Unis et la CEE 

La Commission est-elle en mesure de pré- 
ciser l’objet et les perspectives des consul- 
tations fiscales actuelle‘ment en cours, entre 
la CEE et les Etats-Unis? Est-i1 exact que‘ 

le régime appelé «DISC» établi par les 

autorités américaines en faveur des entre- 
prises exportatrices ferait notamment l’ob- 
j'et des disgussions en cours? 
Enfin, ces consultations se déroulent-elles 
dans le cadre du GATT ou ont-elles un 
caractére 'bilatéral entre la CEE et les Eta’cs- 
Unis? 

Réponse 
(3 octobre 1972) 

La question de l’honorable parlementaire 
vise les consultations demandées par la 
Communauté aux Etats-Unis au titre de 
l’article XXIII-1 du GATT, au sujet du 
statut fiscal dénommé «Domestic Interna- 
tional Sales Corporation», qui fait partie 
du «Revenue Act of 1971» entré en vi- 
gue'ur Ie 10 décembre 1971. 
Au titre des dispositions de cette législa- 

tion, les sociétés «DISC», 'dont une des 
conditions essentielles est qu’au moins 95% 
de leurs activités se rapportent 2‘1 l’exporta- 

tion, bénéficient d’un report partiel des im- 
péts sur les bénéfices qui, de l’avis de la 
Commupauté, équivaut 5 gm exemption. 
Le régime privilégie «DISC» peut avoir 
comme résulta; unc réduction des prix '31 

l’exportation. L’objet déclaré de ce nouveau 

régime est d’accroitre les exportations amé- 
rlcames. 
La Communauté considére que le régime 
«DISC», qui modifie les conditions du 
commerce international, est incompatible 
avec les engagements des Etats-Unis au 
titre du GATT dans les domaines des sub— 
ventions é. l’exportation. 
Au couxs des consultations bilatérales dans 
le cadre du GATT, qui out 611 lieu 21 Ge- 
néve 1e 4 juillet 1972, 1a Commission a 
exposé s‘a maniére de voir et entendu 16 

point de vue de la délégation des Etats- 

Unis. Les institutions communautaires vont. 
maintenant examiner le résultat de ces con- 
sultations et la question de savoir quelle 
suite 1'1 convient de donner 2‘1 cette affaire. 

Question écrite No. 278/72 it la Commission (29 aofit 1972) 2 

Objet: Facilités fiscales en faveur de la 

navigation maritime aux Pays—Bas 

1. La Commission a-t-elle pris connais- 
sauce des facilités fiscales que les Pays-Bas 

-24 

out annoncé qu’ils accorderont aux navires 

1. Journal Officiel du 14 octobre 1972. 
2. JOurnal Officiel du 1er décembre 1972. Voir 
European Taxation II/48 (juillet 1972). 
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battant pavilion néerlandais et a la péche 
maritime, facilités cons'istant en: 
_— 1e rétablissement de l’amortissement an- 

ticipé pour les navires (un tiers, du prix 
d’achat ou du prix de construction); 

—' l’augmentation de la déduction d’inves‘- 
tissement pour les navires, qui passe de 
deux fois rcinq‘ pour-cent :21 cinq fois 
cinq pour-cent (chaque année, pendant 
cinq ans, cinq pour-cent du montant in- 
vesti peuvent étre déduits des rbéné- 
‘fices); 

—.— 1a disposition salon l‘aquelle l‘es pertes 
fiscales imputables '21 cette déduction 
d’investissement ne peuvent =étte com- 

pensées que Par des bénéfices pt'ovegant 
de la navigation maritime? 

2. La Commission reconnait-elle .que ces 
facilités .sont néCessaires pour éviter que 
des navires d’origine néerlandaise ne soient 
enregistrés s‘ous d’autres pavillons? 
3. Les autres Etats membres (y compris les 
futurs adhér‘ents) connaissent—ils’ des mesu- 
res analogues? 
4. Des distorsions de concurrence ris- 

quent-elles d’apparaitre d‘ans ce dbmaine 
entre ces Etats membres? 
5:. La Commission esti'me-t—elle souhaitable 
que la COmmunauté établisse des régles 
dans, "ce domaine? 

Réponsc 
(1-0 nowembre 1972) 

1. La Commission a pris connaissance 
seulement par la presse des mesures visées 
par l’honorable parlementaite. 
2. Ces mesures, prises et envisagées dans 
le cadre de dispositions législativgs déjé 
existantes, tendent 2‘1 ‘éviter que des navires 
enregistrés sous pavilion néerlandais ne 
soient enregistrés sous d’autres Pavillons. 
Ne connaissant pas encore l’ensemble des 
mesures d’aide accordées A la navigation 
maritime aux Pays-Bas, la Commission 
n’est pas actuellement en mesure d’en ap= 
précier la portée et la nécessité. 
3. A la Connaissance de la Commission, 
des facilités fiscales favorisant 1a naviga— 
tion maritime existent dans la plupart des 
Etats membres et des Etats’ adhétents. 
4 et 5. Sur la base des informations en 
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possession de 12; Commission, ces mesures 
.n’entrainent aucune distorsion de concur- 
rence dans le secteur de 12. construction na- 
vale Puisqu’elles sqnt accordées aux arma- 
teurs que‘l que so'it 1e Chantier 01‘1 1e navire 
est construit. 
En ce qui concerne l’exploitationv c163 na- 
vires faisant l’objet de ces facilités, la 
Commission ne pourra se prononger sur 
d’éventuelles distorsions de concurrence et 
sur l’opportunité d’établir des régles parti- 
culiéres en la matiére, qu’aprés avoir pro- 
cédé é l’examen de l’ensemble des régimes 
d’aides accordées £1121 navigation maritime, 
sur la base des informations qu’elle a de- 
mandé aux Etats membres de lui communi- 
quer cenformément aux obligations pres- 
crites en vertu de 1’atticle‘93 du traité CEE.
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FRANCE 
Avoir Fiscal 

Imtrzzczz‘on dz: 31 mai 1972 de 14 Direction génémle dex Impo‘ts relative :2 l’extemz’on 

:2 certain: imextz'meur: imiflutz'annel: de pay: membrex de [a cammzmauté économz'que 
européenne du rembom'sement ole l’z'mpo‘t de’jai werxé cm Tréyor (Mair final) * 

l. Ge’ne’mlité: 
Plusieurs accords internationaux prévoient 
au Profit des actionnaires‘ vde sociétés fran- 
g'aises, rési-dents des pays liés 5. France 
par ces accords, 1e remboursernent de l’im— 
Pét déjé versé au Trésor (avoir fisc'al) af- 

férent aux dividendes distribués par ces 
sociétés. D’une fagon générale, cet avan- 
tage est accordé aux personnes physiques et 

tuxembourg; 

' 

3. Portée 51914 mewre 
Le'tmnsfert de l’avoir fiscal aux organismes 
concernés s'opérera sous déduction de'la rt:- 
tenue 5. 13. source calculée au taux réduit 
de 15% sur l’ensemble du revenu constitué 
par le dividende mis en payement par la 

société, majoré de cet avoir fiscal. 
aux sociétés répondant é certaines condi-

‘ 

tions, sans que la situation :des organismes 
d’épargne collective ait pu étre réglée de 
fagon entiérement satisfaisante. Pour mettre 
fin aux’ difficultés d’application pratique 
rencontrées clans ce domaine, une décision 
ministérielle du 24 novembre 1971 a éten- 
du é. certains investisseurs institutionnels en 
valeurs mobiliéres des pays membres de la 
Communauté économique européenne liés 

5, la France par une convention fiscale 1e 
mécanisme du remboursement de l"avoir 

fiscal aux dividerides d’actions de soc'iétés 
frangaises qu’fls détiennent en portefeuille. 

2. Investissem concerné: 
Cette décision vise les organismes suivants: 
—— d’une part, les fonds d’investissement 
ou de Placement '21 vocation internationale 
affirmée; 
—— d’autre Part, les caisses de prévoyance 
ou de retraite sans but lucratif, lorsque ces 
fonds ou ces caisses sont établis dans les 
pays ci-énumérés: 
République fédérale d’Allemagne (1); 
Royaume-Uni ; 
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4. Date d’effezf 
Le nouveau régime s’applique, vis-‘é-vis de 
chaque fonds Ou caisse a-dmis 5. en bénéfi- 
cier, aux dividendes des actions frangais‘es 
détenues par les ayants droit mis en paye- 
ment par les sociétés débitrices 5. compter 
du let janvier en l’année en cours de la- 
quelle l’organisme intéressé a présenté une 
demande a cet effet; 5. lfAdministration 
frangaise (V. ci-vdessous n. 5). 

S. Modalité: d’admixxiorz 
Pour obtenir 1e bénéfice de ces dispositions, 
1e créancier doit adresser une demande pré— 
alable, en double exemplaire, a la Direc- 
tion générale des Impéts, service de la Lé- 
gislation, sousdirection III E, bureau III E 
1, 93, rue de Rivoli, 75 - Paris let. 
Cette demande, qui se référera a la décision 
ministérielle précitée, devra indiquer avec 
précision la dénomination, la-qualité et le 
siége de direction de l’organisme requérant 

* Bulletin Officiel de la Direction Générale des 
impéts, 7 juin 1972 (14-B-10-72). 
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et étre appuyée, selori 1e cas, des documents 
suivants: — en ce qui concerne les fonds d’investis- 
sethent on de placement, d’un exemplaire 
de leurs statuts et d’un document faisant 
apparaitre 1a COmposition de leur porte- 
feuille de valeurs mobiliéres '21 1a date du 
dernier exercice Clos; 
—— en ‘ce qui concerne les caisses de pré- 
vo‘yance ou- de retraite, d’une référence au 
texte législatif ou réglementaire autorisant 
leur cgéation ou leur fonctionnement et 
d’une attestation certifiant qu’elles ne pour- 
‘suivent pas un "but lucratif et précisant leur 
régime fiscal. 
La Direction générale des Impéts notifieta 
sa décision a l’organisme idemandeur en 
lui renvoyant l’e double de sa .demande, 
annoté de‘son visa ainsi que de la date et 
du numéro de l’autorisation‘ accordée. 

6. Modalités de réglement de I’M/air filtfll 
Les organismes ainsi admis 2‘1 se prévaloir 
du régime défini ci-avant devront, pour ob- 
tenir 1e réglement des sommes leur reve- 

'nant 5. cc titre, établir une demande ude 
transfert de l’avoir fiscal sur un formulaire 
spécial, modéle A F, et portant, selon 1e 

pays concerné, le numéro de la nomencla- 
ture: 
5019 (Allemagne fédérale); 
5089 (Royaume-Uni); 
5109 (Luxembourg). 
Chaque demande est munie d’une‘notice 
qui en précise, sous les numéros 4 2‘1 10, les 
modalités d’utilisation et a laquelle 1'1 con- 
vient de se reporter. 

7. Pour 1e surplus, l’attenti'on est appelée 
sur les Points suivants: 
Epoque d’attrz'butz'on de l’aooir firm! 
Par analogie avec le régime conventionnel 
d’attribution différée de l’avoir fiscal ap- 
plicable aux résidents de l’Allemagne fé- 

Bulletin Vol. XXVII, January/janvier no. 1, 1973 

DOCUMENTS 

déralc (cf. B.O.D.G.I. 14 B-8370) (V. 
Droii final 1971, n. 4, com. 5’6, LB. 
3473),. du Royaume-Uni et du Luxem- 
bourg, 1e transfert aux intéressés de l’avoir 
fiscal sera opéré £1 partir du 15 janvier ‘de 
.l’année suivant celle de la mise en paye- 
ment des dividendes y ouvrant vdroit, c’est- 

é-dire, pour la premiére fois, £1 partir du 
15‘ janvier 1975 (Voir ciéavant n. 4),. 

8. Récupémtz'on ale; Iomme: wméés par 
[ex éz‘czbliysemmts payeurs 

Les établissements payeurs sont admi's dans 
les conaitions habituelles '21 récupérer 1e 
montant des réglements qu’ils auront ainsi 
opéré's au profit des ayants droit par vo'ie 
d’imputation sur les versements qu’ils ef- 
fectuent au Trésor au titre de la retenue 2‘1 

la source sur les dividendes et :du préléve- 
menf: sur les ptoduits de placements a re~ 
venu fixe. 
Ils, justifieront de l’impiltationv ainsi prairi- 
quée en‘ joignant £1 leuxs déclarations de 
Versement n, 2749 (retenue a la source) 
ou 2768 (prélévement) 1e 26 exemplaire 
des formules n. 5019, 5,089 on 5109 qu’ils 
auront honorées. 
.En cas d’absence ou d’insuffisance de ver— 
sements, les établissements payeurs concen- 
nés joindront lesdits exemplaires 51 la de- 
mande de restitution qu’ils devront alors 
adresser au vdirecteur des Services fiscaux 
dont ‘ils relévent en vue d’un rembOurse- 
ment direct par le Trésor. 

9. Mame: ale mrveillkmce 
L’I.F.A.C. des non-résidents surveillera 1e 
fonctionnement clu systéme dans l’esprit 
des directives générales tracées par la note 
générale du 24 juillet 1970 (B.O.D.G.I. 13 
G-12-70). 
Les anomalies qu’elle serait éve’ntuellement 
amenée a constater seraient signalées. 51 la 
Direction générale sous le présent timbre.

27



FRANCE 
Interventions auprés des Services fiscaux *5 

Aux termes de l’article 1931 du Code gé- 
néral des Impéts, 1e redevable qui entend 
contester 1a créance du Trésor doit adresser 
une demande au service. 11 en est de mérne, 
en vertu des dispositions de l’article 417 de 
l’annexe III du méme code, pour les rede- 
vables qui désirent bénéficier d’une remise, 
d’une modération ou d’une transaction. Ces 
demandes sont 16 Plus souvent formulées 
par les intéressés ou leurs mandataires. 
II arrive néanmoins qu’elles émanent d’une 
tierce personne. En outre, les redevables. 
adressent parfois leurs pétitions é une auto- 
rité hiérarchiquement supérieure £1 celle qui 
a normalement qualité pour prendre 1a dé- 
ClSlOfl. 

Je vous rappelle que ces demandes, que 
l’on qualifie toutes Id’interventions, trou- 

vent leur origine, plus que séculaire, dans 
le vieux droiz‘ frangaz'; pie pétz'tz'on. Elles 
constituent l’une des voies de recours dont 
disposent les contribuable's qui s’estiment 
fondés é contester l’action des représentants 
de l’Administration. 
En fait, si j’en juge Par les éléments connus 
des services centraux ‘de la Direction Gé- 
nérale Ides Impéts, les interventions sont 
trés peu nombreuses eu égand au volume 
des réclamations et des pétitions habituel— 
les. Leur traitement, néanmoins, Jouléve 
(ermine: difficztltéx et semble parfois ne 
pas étre parfaitement compris. Cette con- 
statation a conduit votre Directeur Général a 
réunir un groupe dé tmwzil qui a bénéficié 
d’une participation trés large. Les informa- 
tions que cette procédure a permis de' rte- 

cueillir m’ont donné 5L penser que 'je de- 

vais appeler tout spécialement votre atten- 
tion sur le probléme dont i1 s’agit. 
Voici les directive: que vous voudrez bien 
appliquer en la matiéte: 
Je rappelle, tout d’abord, que le Jeri/ice ne 

1' 
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dait pa: :6 préter 52 Z’exczmen d’z‘ntewen- 
tz'om ou de pe’tz'tz‘om quz' ne 50m pa: for- 
mule’e: par écrizf. Certes, cette exigence ne 
saurait étre opposée systématiquement aux 
demandes qui répondent 2‘1 un simple souci 
d’information et qui émanent de personnes 
ayant qualité pour les formuler. Mais l’ex- 
Périence montre que les interventions orales 
Peuvent constituer de véritables pressions. 
A l’égard de celles-ci, 1a demande d’une 
confirmation par écrit constituera presque 
toujours une dissuasion efficace. Le cas 

échéant, les agents ne devront pas hésiter '21 

signaler '21 l’autorité dont ils dépendent les 
interventions anormales dont ils seraient 
l’objet. 

En‘ce qui concerne les services centraux et 
extérieurs de la Direction Générale, et en 
vue d’éviter tout risque d’équivoque, les- 

agents doivent s’abstenir-de toute interven- 
tion auprés des personnels de grade infé- 
rieur qui ne se trouvent pas placés directe- 
ment sous leur autorité. Le rupee; d9 14 
voie hiémrc/Jz‘qzze ne répond pas seulement 
2‘1 une préoccupation d’or-dre, i1 constitue 
aussi 1a meilleure des garanties. Cette régle 
ne doit souffrir aucune exception. Je vous 
demande de bien vouloir veiller £1 son ob- 
servation et de rendre compte 1‘1 votre Di- 
rection Générale, si besoin est, des manque- 
ments qui se trouveraient portés '21 votre 
connalssance. 
En deuxiéme lieu, i1 va sans dire que les 
interventions doivent étre traitées suivant 
les mémes critéres que les pétitions et ré- 

clamations ordinaires, dont elles ne diffé- 
rent que par leur otigine. La décision doit 
découlet d’un examen objectif de la situa- 

* Lettre personnelle du 8 novembre 1972 du 
Ministre de l’Economie et des Finances aux Di- 
recteurs des Services fiscaux. 
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tion évoquée. Cet examen doit toujours étre 
conduit dans un exprz't ale parfzzz'te neutra- 
lité, sans que l’intervention d’un tiers, quel- 
le que soit sa qualité, affecte dans un- sens 
ou dans I’autre la position du service. Aussi 
bien ces principes ‘inspirent déjz‘z 'l’action 

quotidienne 'de la txés grande majorité des 
agents, qui sont, je 1e sais, soucieuxde pré— 
sewer les qualités traditionnelles vde figueur 
et d’équité des Régies financiéres. 
Néanmoins, en vue d’éviter tout malénten— 
du, je vous recomman-de de veiller au 7'95- 
p'eczf ale certaine: re‘gles: 
a)! II faut bannir des réponses aux inter- 
venants les formflley do”! 14 caurtoiiz‘e est 
éqm'voqzze dans la mesure 01‘1 elles dormant 
é. penser que la médiation du destinataire a 
pesé sur la décision. 
b) has communications en vertu desquelles 
l’attention est simplement appelée sur un 
redevable ou une action particu‘liére du 
service, sans autre justification, doiVent étre 
prohibées; si elles parviennent dans cet 
état, i1 convient de demander de plus 
amples précz'lz'om :2 l’intewemnt, sans les 
transmettre aux agents compétents aquels 
leur traitem'ent impose nécessairement des 
recherches inutiles. 

c) Le's répome: faites aux intervenants doi— 
vent étre motivéex. De méme, toute auto- 
rité qui modifie les propositions des éche- 
lons subordonnés doit faire connai‘tre les 
motifs de sa décision, et ces demiers doi- 
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vent é‘tre comrriuniqués 5. l’inspecteur dont 
les conclusions ont éfé réformées. 
Chaque fois que cela sera possible, i1 .con- 
Vient de ,préférer '21 toute autre Procédure 
celle de la communication pour re’pome di- 
recte ou pour projet de réponse, 2‘1 l’agent 
do'nt 1a décision ‘est é l’origine de l’inter- 
vention. ' 

Je compte d’autre part sur votre action pour 
faire disparai‘tre les_ causes auxquelles i1 

faui; attribuer une partie importante, sinon 
prépontdérante, des interventionsjde toute 
nature dont les services 56 trouvent saisis. 
La meille‘ure des prevention: possibles con- 
siéte, de toute évidence, A s’interdire tout 
excés, 5. fair: ,une application corrects: elf 

éqflitdblé deg dixposz'tz'om le’gazlgx, et 2‘: ex- 
pliquer aux intéressés les fondéments de 
fait et de droit des décisions prises :1 km 
égard. 
La hiérarehie, de son cété, doit réformer les 
positions arrétées Par ses subordonnés lots- 
que ces demiéres ne sont pas ‘justifiées. En 
ce faisant, elle n’exerCe pas un droit: elle 
remplit une mission de justice. Mais mieux 
vaut, de sa part, agir p‘our réduire 1e nom= 
bre, heureusement limité, des cas dans les- 
quels elle doit réparer les erreurs commises 
par les services. C’est dans' cet esprit, qui 
leur est commun, que tous les éléments de 
la Direction Générale des Impéts continue- 
ront a participer, demain comme bier, a 
l’exercice de leuts difficiles fonctions.
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'IFA NEWS * * * 

M_ADRID CONGRESS 1972 
Seminar for young fiscalists 

At the initiative of the Belgian/Luxem- 
burg Branch of the International Fiscal 
Association, a special session for young fis- 
calists was included in the programme of 
the 26th IFA Congress on the Friday mor- 
ning on the subject: Turnover tax and 06— 
casional transaction: wit/9 4 foreign calm- 

Zry. The Spanish Branch made the congress 
hall with simultaneous translatior} avail- 

able. 

The following questionaries were distribut- 
ed to the national branches in Preparation 
of this special session: 

A. AQUESTIONARY DESTINED FOR 'THE PARTICIPANTS RESIDING IN A 
COUNTRY APPLYING THE VALUE ADDED TAX (VAT) 

I. Geneml question: — Which are, as a rule, the transactions subject to VAT? ' ~ 

— Is there a distinction between transactions which are taxable in any event and trans- 
actions which are taxable only if they are carried out by a person subject to tax? — Among the criteria of taxability of a transaction, Please mention the geographical 
criterion and distinguish the case of the deliveries of goods from that of the perfor- 
mance of services? 

—— Which are the transactions normally taxable but exempted for geographical reasOns? 
—— Who must pay the VAT on importations and who is entitled to the deduction thereof? — Are the parties to a taxable transaction jointly and seirerally liable for the payment of 

the VAT? 
II. Question: relating to the alternative in whit/9 t/oe penon establixlaed aéroad i; the 

.mpplz'er.
' — To what extent does a person established abroad, who supplies occasionally a gogd 

or a service to a client established in your country, acquire the capacity of a person 
subject to tax, bound to apply the VAT on the Price of the supply? 

—— Which are the formalities and obligations imposed upon a person established abroad 
who acquires the capacity of a person subject to tax in your country? Which are his 
rights? 

—— Aren’t the formalities and obligations simplified when the transactions so, carried out 
are very occasional? — Does the obligation to appoint a responsible representative for VAT Purpose appear 
among such formalities? If so, please mention who are the persons who generally 
accept to perform such functions and which is the cost of such formalin}? 

III. Qaextz‘om relating to the alternative in which the peflan established abroad 2': the 
.mpplz'er. 

—- To what extent is the occasional supply of a good or service to a client established 
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abroad by a supplier established in your country subject to the VAT in your country? — Is the recupexation of the VAT passibly due by the client established abroad avail- 
able to such client? 

—— If so, —— would such recuperation be obtained by Way of a repayment or by way of 
a: deduction? 

—— does the eventual repayment require the fulfillment of certain conditions 
relating to form or substance? 

‘.—— does the eventual deduction imply that the foreign client acquires the 
capacity of person subject to tax in your country? 

,—*- is it possible, for the purpose of exercising the credit, to acquire volun- 
tarily the capacity of a person subject 'to' tax when all what the person 
established abroad and desiring to exercise Such right does in your country 
is to sell directly from his couhtry? ‘ 

B. QUESTIONARY DESTINED FOR THE PARTICIPANTS RESIDING IN A COUNTRY WHICH APPLIES A SYSTEM OF TURNOVER TAX OTHER THAN THE VAT 
I. General qflejtz‘om — Which are, as a rule, the transactions subject to a turnover tax in your county? — Among the criteria of taxability of a transaction, please mention the gebgraphical 

criterion and distinguish the case of the deliveries of goods from that of the renditions 
of services. ‘ 

~ 

— Which arg the transactions normally taxable but exempted for geographical reasons? 
II. Quem’om relating qpecz'fz'mlly ‘to t/ae Jubject under review 
—— To what extent does the occasional supply of a good or service, either to a client 

established in your country by a supplier established abroad, or to a client established 
abroad by a supplier established in your country, attract a turnover tax? 

—— Who is legally liable for_ the payment of the turnover tax which is eventually due' 
and how should such. tax be paid to the Treasury? — Can. a contract validly provide that the turnover tax shall not be supported by the 
legal debtor of such tax? 

——- Are the parties to a. contract jointly and severally liable for the payment‘of such 
tumover tax? 

Round Table 

The round table which was attended by COngress in, Madrid expresSed the fol-low- 
approximately 50 Participants Passed the ing Wish: 
following resolution: In View of the difficulty to harmonize the 

> 
criteria of the place of use of services 

English version - for the application of Value Added Tax 
The round table held at the XXVIth IPA and to avoid the risk of double taxa- 

Bulletin Vol“ XXVII, January/janvier no. 1', 1973,. 31'



IFA NEWS 

tion, that: . 

a) The States which apply a VAT system — would grant in their tax law a right for 
persons established abroad to 'obtain re- 
imbursement of the national VAT 
charged to them, insofar as thdse per- 
sons fulfill the conditions for being 
considered as taxpayers having a right 
to deduction.

' 

—— Would ‘not submit the exercise of this 
I 

right to the obligation to realise in the 
country taxable transactions and to the 
obligation to appoint a responsible tax 
representative. 

b) The BBC would impose to its members 
the adoption of simplified conditions of 
the exercise of this right. 

French version ‘ ' 

La Table Roride qui s’est tenue 2‘: Madrid 
2‘1 1’occa‘sion du XXVIme Congrés de 
1’ I.F.A. exprime 1e souhait suivant:

' 

Vu les difficultés d’harmoniser les critéres 
£16 lieu d’utilisation des services en matiére 

Congress 

Subject I: The income, fortune and estate 
tax treatment of household 
units. 

RESOLUTION 
The 9th Congress of IFA held in Amster- 
dam in 1955 studied the problems connect- 
ed with the common assessment of mem- 
bers of one household for income tax Pur- 
poses. Since then a'certain number of coun- 
tries have modified or even abandoned the 
principle of the joint taxation of married 
couples. 
The 26th Congress, after studying the 
question of the tax treatment of household 
units in the light of this development, 
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de TVA et pour'pallier 1e risque de double 
imposition que, 

a) Les états qui appliquent un régime de 
TVA — consacrent dans leur législation un droit 

pour les Personnes établ’ies é. l’étranger 

au remboursement de la TVA nationale 
qui leur serait portée en compte dans 
la mesure oil ces Personnes réponden’c 
au critére d’assujetti ‘auquel est reconnu 
1e droit 2‘1 déduction — ne soumettent pas l’exercice de ce droit 
'21 l’obligation de réaliser dans leur pays 
des opératiOns imposables et '21 I’obliga- 

{ion de‘ désigner un représentant fiscal 
responsable. 

1)) La CEE impose 2‘1' ses membres l’adop- 
tion des conditions d’exerci'ce simplifiées 
de ce droit. 

A general report was submitted by Mr. 
Jacques Autenne (Belgium). 

Resolutions 

makes the following statement. 
1. The question Whether members of a 
household should be jointly or separately 
taxed, and the relevant provisions for the 
treatment of children, must be decided 
Within each country, consideration being 
given to such factors as Ways of life, tra— 

ditions, and internal conditions of a social, 
economic and political kind. 
2. It is illogical and harmful that the mere 
fact of marriage should increase the tax 
burden on the two spouses, thus placing 
them in a less favourable tax situation than 
if they were not married. 
3. When the earned incomes. of the two, 
spouses are taxed jointly, appropriate 
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measures should be taken to‘ relieve this 
additional burden, Whether by the fise‘vo'f 
differential tax rates or by a “family quo- 
tient” system.

' 

4- It is important that the provisions for“ 
the taxation of household units should not 
discourage a spouSe’s readiness. to take up 
gainful employment. Such [an effect can 
result frbmjdnt -taxation~of the household“ 
unit, since additional income is taxed at 
marginal rites. This advérse effect can be- 
avoid'ed, for example," by making it pos- 
sible 'to have 'this additional income taxed 
separately and in accordance with-the prinl 

'c'i‘ple‘s“ that would have applied if the in, 
come had been :eééived bye. person who 
is not a member of thc'household; 

5. Married couples of whom one spouse 
helps the other in his-"o: 'her occupation 
"should not bear heavier burdens than vc’oue 
13165.e whom each spouse has his or .her' 
Own occupation. ‘ ‘ ‘ 

' 6. The mere fact that a ‘téXpayErTs family 
does not live in the country in which the 
taxpayer carries on his occupation shoulfl' 
not impose .a ‘greatez'bufden of taXat-ion on 
the taxpayer thanw’quld' be the ca‘se if the 
family lived in ‘the same Couhtry as the tax; 
payer. ' 

' ' '

' 

Subrjeotfll: Tax ‘Conseque'ncés- of Changes 
in: foreign 'eXch‘ange rates; ‘ 

RESOLUTION , 
- 

: ‘

' 

1.- In viewof the .title:of the subjcrct‘being. 
differently, stated inithe official languages‘ 
of the 'Intgrnational..l:iscal Associaticn, the 
Congress chose to deal with-the subject in 
terms of effective: changes. In foreigfi ex-v 
change rates; Without regard‘ to (their legal‘ 
nature. : 

' ‘ ' 
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2. “The fdllowing main effects of Changes 
in foreign iexchange=,rates\ are to 'be taken. 
into account in taxation: 
—'-—. ,exzfermzlly, these' changes modify the 

' 

'value in: domestic curtency of Claims 
“and dEbts denOminated in foreign aim 
term}! and the va'hie of foreign invest- 
mefits; attthe same time they‘ya'ffect fo- 
reign trade and capital movements; 
jfitemgzlly; (these changes may reflecta 
Variation in domestic prices which afé 
r-fects the value of .the Wealth, the in, 

' .comes and the products subject to 
' 

taxation. 

5. The Congress adopts the following. re_ 
Commendafiohs: r. - 

‘ 
, 

. . 

a) Enermlly: .—'
I 

so as not to harm the development of inter- 
national ecdnomic’ relations and so as not 
to lead to discriminatory tax on businésses: — cash, cléims and debts denominated in 

foreign currency .shOuld be valued? .aCa 
eordi'ng -to ,tthe rates of ex’hhange iri 

force at :the end of the accounting ‘pe; 
find; the appxeciatt'ions and the rdépre- 
ciatiohsbeing treated ‘as gains and los- 

' $255 of the aCCOunting ,pexiod'; however, 
. tax on gainsmay be deferred. until their 
effective realisation; . 

stOcksrzof foreign-origin shouldsbe the 
subject of special provisions in the na— 
tional" tax legislation with .a' View to‘ 

maintaining the stock. required for ithé 
functioning of the ,buSinessr (as, for 

' example;‘provi§ibn f6: fluctuation: of 
. the .exchange rates or -.of external 
- prices); 

‘ 

- -

. 

gains and .loSses of, 'a permanent desta- 
blis'h‘rnent abroad, caused by a change 

30f. the exchange::ra'te, should not be 
subject-to a tax regime; in calculating 
.world income, less=favburable than that
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applied to similar gains and losses of 
Permanent establishments at home. 

13) Internally, considering that the varia- 
tion in exchange rates is often the result 
of economic disequilibrium, taxation can be 
considered as an effective means for com- 
batting such a- disequilibrium within the 
framework of an anti-cyclical policy, as has 
been the experience of several countries. 
In this regard, the fiscal measures aimed 
at combatting this disequilibrium should 
be given priority over such tax measures 
as are aimed at merely taking account of a 
disequilibrium.

' 

These latter measures contain the risk of 
institutionalising the harmful inflationary 
process. 
If, nevertheless, special measures appear 

desirable, because the inflation is persistant 
and significant, the following guidelines 
can be adopted: —— I 

-— In relation to taxes, on income and 
wealth the base and/or the rate sche- 

dule and the allowances should be 
revised, taking into consideration ,a sa- 

‘ 
tisfactory index; 

'— Analogous tarif modifications should 
be applied to indirect taxes when they 
are specific; 

—— For taxes on business profits, two dif- 
ferent methods can be used‘: — 

either specific provisions relating especially 
to amortisation, to the value of stocks and 
to tax on gains; or by a complete redraf» 
ting of the balance sheet (accounting by 
reference to the current price level). 

Summary of discussions 

PM)? Subject: 
The title of subject I comprised the in~ 
come, fortune and estate .tax treatment of

' 

household units, in other words, the Whole 
range of personal taxes with the exception 
of those on expenditure. This subject forms 
a logical whole, since the income tax cori- 
cessions that may be accorded to married 
couples and parents of minor children are 
:elated to estate duty concessions .on trans- 
fers to spouse or lineal descendants: both 
forms of cdncession pay some regard to the 
principle that the, taxpaying unit is the 

family, not the individual. Moreover, any 
form of es'tate and succession duties on 
transfers Within families can be considered 
at variance with this principle: the.indi- 

vidual dies, but the family need not. 
In the event, the discussion Was substantial- 
ly confined to income tax. The wide variety 
in the 'systemS‘of estate and succéssion duty 
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and fortune tax and the largely political 

character of these taxes, were felt to pre- 
clude their inclusion in the subject matter 
of the resolution. 
The General Reporter provided at the end 
of his report a passage which Served as the 
first draft of the resolutibn. Paragraphs 1, 
4, 5 and 6 of the resolution correspond 
closely to passages in this first~ draft. The 
ideas embodied in these passages are: the 
recognition of diversity betwéen countries 
in the tax treatment of the family and the 
acceptance of this diversity as inevitable; 

avoidance of the discouragement to work 
resulting from the. joint taxation of earn- 
ings by man and Wife; avoidance of the 
additional discouragement to joint earnings 
by man and wife as opposed t_o separate 
earnings; avoidance of the‘loss. of family 
relief in the taxpayer’s country of occupa- 
tion as a result of his family’s living 
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abroad. ‘ 

. 

' - 

The new paragraphs: of the resolution are 
2 and 3. Paragraph 2 is in general terms 
and applies to investment income as much 
as to earned income. Paragraph 3, which 
serves as an introduction to the remainder 
of the resolution; puts. the emphasis o_n 
earnings. - = 

D‘euxiéme 5143!: -~ 

Le ‘26éme COngrés- de l’Association Fiscale 
Internatibnale term {1' Madrid en scptembpe 
1972 'a ét‘udié «Ies-cséquences fiscales du 
changement de' parité monétaire» (Deuxi; 
éme sujet). 
Cette question a donné lieu a des discus— 
sions trés intéressantes 'du fait de ses im- 
plications avec le probléme actue'l de l’in- 
flation. 
Les débats ont Permis de dégager une 
thése, nettement majoritaire, selon laquelle 
la fiscah'té doit étrg utilisée, concurr‘em- 
ment aver: d’autres instruments de la poli- 
tique économique, pour lutter centre l’in- 

flation et rétablir l’équilibre entre l’offre 
et la demande. 
Les délégués de plusieurs pays d’Europe, 
notamment ‘l’Allemagne Fédérale, ont sou- 
ligné. que les mesures fiscales d’adaptation 
:3. la hausse des prix’ risquaient d’«instit_u‘ 
tionnaliser» l’inflation, les clauses d’indexa- 
tion des barémes ou des valeurs supprimant 
tout frein fiscal 5. 1a hausse et ayant un~ 
effet de contagion é. l’égard des autres 
instruments de mesures de l’économie. 
La réSolution finale a été Préparée par un 
Comité des résolutions composé de: 
France: M. DELORME Guy, Président 
Allemagne: Dr. Horst VOGEL, Président 
de la séance de travail 
Espagne: M. SEBASTIAN 
Fonds Monétaire International: M. LEIF 
MUTEN 
Israél: Dr. J. F. PICK 
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Chili: M. PIEDRABUENA' Richard ‘-

. 

Argentine: Dr. E. REIG ' ‘ 

PayS-‘Bas: "A. NOOTEBOOM ,_ 

Allema'gne: Dr. Hans, A. FISCHER 
.GranderBretagne: M. CLARKE 
La 'résolution‘ finale a été adoptée 2‘1 l’unani; 
mité' par l’Assemblée générale du Congrés. 
Ce texte distingue deux catégOriés de Pro- 
‘blémeszf ~ " '

' 

a) Sur‘ la plan .exzfeme, les variations des 
taux dc change modifient 1a contre- val‘eur 
des créances 'et d'es:‘dettes libeflées ren mon- 
nai'e étrangére -et la valeur des investiss’e— 
ments réalisés £1- l’étranger. 
S’agissant d’un probléme classique, 'le Con- 
gréé a retenu une formula logique: la tré- 
sorerie en devises et les créances et les 
dettes libellées en monnaie étrangére doi- 
ventétre évaluées selon les taux de change 
en vigueur 5. la date de cléture de l’exer— 
cice, les plus-values et les moms-values cor- 
respondantes étant considérées comme des 
gains et des perteg de l’exercice. Toutefois, 
dans le cas des gains, la taxation pourrait 
étre différée jusqu’é la réaIisation effective 
de la plus-value. 
Pour les stocks d’origine étran‘gére, un sy- 
stéme de provisions a été suggéré en vue 
de permettre 1e maintien du stock néces- 
saire au fonctionnement de l’entreprise. 
Quant aux gains et pegtes d’un établisse- 
ment stable situé 2‘1 l’étranger causés par les 
variations des taux de change, il a été d'e- 

mandé qu’ils ne soient pas soumis 5t un' -ré- 
gime discriminatoire. 

b) Sur 19 plan interne, les variations des 
taux de change peuvent traduire un change,- 
ment des prix intérieurs; par .suite ils sont 
souvent la conséquence d’un déséquilibre 
économique interne. ' 

Le Congrés a noté que la fiscalité peut étré 
un moyen efficace de lutter contra un tel 
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déséquilibre,.ainsi qu’en témoigne l’expé- 
rience dc plusieurs pays. II a souligné 21 cc 
propos que les mesfires fisca-Ies de‘stinées £1 

lutter contre ce déséquilibre doivent avoir 
1a pri'orité sur les mesures fiscales destinées 
:1 en tenir compte, ceg derniéres risquant 
en effet d’institutionnaliser le processus 
nuisible de l’inflation. 
Si des ajustements apparaissent néanmoins 
souhaitables, parce que l’inflation est per- 
sistante ct significative, le COngrés a retenu 
des orientations 'intéte‘ssantes. 
En ce qui concetne les tarifs et l’assiette des 
impéts su; 1e revenu et sur le patrimoine= 

36 

une rév-ision doit étre envisagée en consi- 
dération d’un indice adéquat. 
Des modifications analogues doivent étre 

prévues en ce qui concerne les impéts, indi- 
rects spécifiques. 
Enfin, en ce qui concerne les ajustements 
qui peuvent étre apportés aux valeurs d’ac- 
tif des entreprises, le' Congrés a souligné 
qu’il existait une altgrnative entre des dis: 
positions spécifiques comme 1e régime des 
amortissements, le systéme des provisions 

, sur stocks ou la taxation des plus—values 
d’une part et un vrévision des bilans d’autre 
part. 
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ARTICLES 4* 9* 

ANIL KUMAR JAIN *: 
COMPUTATION OF NET TAXABLE INCOME 

FOR ASSESSMENT IN INDIA 
Theslncome-tax Act 1961 provides that the 
total income of an assessee is to be com- 
puted 1 under the following heads: 

Salaries 
ILitetest on Securities 

. Incoine from House Property 
. Profits and Gains from a Business or 
Profession 

E. Capital Gains 
F. Income from Other Sources. 
Computation of income under separate 
heads is made because different types of 
incomes require different efforts. In the 
case of salaries and profits and gains from 
business or profession, physical effort of 
the assessee is involved but in the Case of 
other incomes such as interest On securi- 
ties, house property and capital gains, per- 
sonal physical or mental efforts of the 
assessee, are not needed. Then, different 
deductibns are allowed under different 
heads. But the classification under the 
above heads has been done mainly, for 
administrative convenience. 
It is obligatory on the Income—tax Depagt- 
ment 'to tax income under the specified 
head, even if the assessee has returned it 
under a wrong head. This has been esta- 
blished by the Supreme Court’s decision in 
the case of United Commercial Bank vs.~ 
C.I.T. 2 Where it ,Was held that “interest 
on securities” is a specifié: head of charge 
and therefore, it cannot be charged as ‘pro« 
fits from business even if the securities are 
held as trading assets. However, 'if‘ a case 
appears to fall in either‘ of two heads of 
income, the assessee will be taxed under 
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the one which leaves him with the lighter 
burden. 
While computing income, deductions pet'- 
missible under .a specific head can be al- 
lowed only under that head. But if there is 
a loss in any of the heads, it may be set 
off against income under any other had 
in that year. 3 
Now we shall deal briefly how taxable in- 
come under each head is computed. 

SALARIES 

Any‘ salary or wages, advance salary, an- 
nual accretions to the balance of an em- 
ployee participating in_a recognised pro- 
vident fund beyond 10 pet cent and upto- 
fits in lieu of salary are taxed under the 
head ‘Salaries.’ In addition, salary also "in- 
dudes annuity or Pension, gratuity, fees, 
commission and perquisites. 4 
However certain receipts do not form a 

I 
Part .of‘ the salary ‘of the emplOyee. 5 The 

* Department of Economics, Banaras HinduUnie 
versity, Varanasi-S, India. 
1. Computation of income under different hgads 
.for assessment is dealt with by Sections 1'5 1‘0 59 
of the Incémé-tax Act, 1961'! ‘ 

2. (1957) 32, 1.T.R., 688 (S.C.). 
3. Vide Section 71 of the Income-tax Act, 1961. 
4. As defined in Section 17(2) of the Income- 
téx Act, 1961..

> 

5. These are eXempted unde: Section 10 of thé 
Act. 
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important‘ones ainOng them are: (a) the 

value of any travel concession in connection 
with proceeding on leave to home district; 6 

(b) the’remuneration‘ received by a foreig- 
ner as ambassador, high commissioner, en- 
voy, minister etc; 7 (c) any allowance or 
perquisite paid to an Indian citizen for 

rendering services abroad, (d) remunera- 
tion received in connection with a co-ope- 
rative technical assistance programme; (e) 
any death -‘ mm - retirement gratuity sub- 
ject to a maximum of Rs. 24,000 or fifteen 
month’ salary, whichever is less or any pay- 
ment in commutation, of pension; (f) Pay- 
ments from provident fund and super- 

annuation fund; and (g) actual house-rent 
allowance received subject to a maximum 
of Rs. 300 per month. 
Salaries of all employees are taxed under 
this head. Every servant is an employee; 
but an. agent may not be an employee. A 
director of a company is not an emplOyee 
of the company and therefore, the fees 

received by him are taxable under the head 
‘incom’c from-other sources’. But if the di- 
rector ‘is appointed as an empl'oyée of the 
company, his remuneration will be taxed 
under the head ‘salaries’. Persons exercising 
a profession like film actors or actresses, 

professional authors ‘etc. are taxed under 
the head ‘profits and gains from business 
or profession’ and not under the head ‘sa- 
laries’ even though they make contracts 

with other persons. :I‘his is because their 

employment is merely incidental to the 
exercise of the profession. 
Income-tax is levied on salaries which are 
due whether Paid 013 not, as well as on 
salaries which are paid, Whether due or not. 
The tax is attracted at the earliest possible 
point of. time. and the employee cannot 
affect the rate bf tax by drawing his Salary 
late. A contribution made by “an eh‘iplbjrer 
to a trust fund 'for providing retirement 
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benefits to the employee is not taxable in 
the year of contribution under the head 
‘salaries’ unless the employer has a vested 
interest in the contribution. However, lump 
sum paid in commutation, reduction or 
substitution of salary, pension or other pro- 
fits of employment, is taxable as ‘salary’. If 
an employee receives tax-free salary, he has 
to include in his total income gross salary- 
i.é.' 'net salary plus amount of tax} 
The voluntary forgoing of salary by an 
employee is regarded as mere application 
of income and is therefore taxed. However 
if by reason of payment of salary in arrears 
or in advance, the assessee’s income be- 

comes taxable at a higher rate, the Income- 
tax Officer is empowered to grant appro- 
priate relief. 8 

From the gross salary certain deductions 9 

are allowed: 
(i) price of books and other publications 

upto Rs‘. 500; 
(ii) entertainment allowance of' ‘20 per 

cent of the, salary or Rs. 5000, 
Whichever is less, in the case of Go- 
vernment employees and upto 20 
per cent of salary or Rs. 7500, which- 
ever is less, in the case of other em- 
Ployees provided he was in receipt 
of such entertainment allowance be- 
fore April 1, 1955»: A new incum- 
bent of an offi'ce is not entitled to 
claim such a deduction from his in- 
come even if his predecessor used to 

6. For foreigners the exemption is available in 
respect of passage money only. 
7. See Section 10(6) of the 1961 Act. 
8.7 Before April 1, 1971 only the Commissioner 
was empowered to grant such relief. 
9. Thése deductions are enumerated in Section 
16 of the Income—tax Act, 1961. 
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dra'w such allowance before April 1, 
1955; 
payments made in the form of taxes 
on professions, trades, callings or 
employment levied under any State 
or VProvincial Act; 
conveyance deduction at the rate of 
Rs. 200 per month for. a motor car, 
Rs. 75 for a motor cycle or scooter 
and Rs. 50 in every other case: 
actual expenses Wholly, necessarily 
and exclusively incurred in perfor- 
mance of duties. However, travelling 
expenses incurred in going to the 
place of employment are not deduct- 
ible as they are incurred before the 
performance of duty begins. 

(iii) 

(iv) 

(V) 

'INTEREST ON SECURITIES 
Interest on securities is taxed in the year 
in which it accrues, although it may be 
received in a later year. But if in any case 
interest has not been assessed to tax in the 
year of accrual, it will be taxed in the year 
of receipt. ' 

Interest on securities accrues on certain 
fixed days. Where securities are purchased, 
the purchaser is. assessable on interest on 
the next due date and he is not entitled to 
any deduction in respect of the interest 
paid by him to the vender. Similarly, the 
.seller of sec'urities—cum-interest is not taxed 
on the interest he receives from the pur- 
chaser. The interest so received would go to 
enhance the sale price of the securities sold. 
Even if the sale takes placé on the eve of 
payment of interest, the purchaser would 
still be taxed and not the seller. 
In order to mobilise small savings and 

‘ 
encourage inVestment in Government secu- 

Irities, interest in the case of certain securi- 
ties is declared to be exempt from tax. This 
exemption is of two types. Firstly, interest 
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on Securities of the~Centra1 or State Go- 
vernment issued or declared to be income- 
tax free, 10 is nevertheless included in total 
income Tor-determining the rate applicable 
to other incomes. Since the rate of tax de- 
pends on the assessee’s total income, suc_h 
inclusion attracts a higher rate of tax but 
the rate of rebat‘e‘ on such interest is granted 
at" the average rate of tax payable by the 
assessee.11 Moreover, in some cases such 
as life insurance premiums and‘ provident 
funds tax relief is granted on the basis of 
gross total income'and such interest would 
have to be taken into consideration for this 
purpose. 12 Tax in reéiaect of tax free secu- 
rities issued by a State Government is paid 
by that Govetnmer'i’c. Secondly, in» the case 
of certain other securities such as 15 year 
Annuity Certificates, National Defence 
Gold Bonds 1980, Treasury SavingsDep‘o- 
sit Certificates, Post Officé'Cash Certifig 
cates, National Plan Certificates, -Twelvé - 

Year National Plan Savings Certificates 
etc, interest is exempt-hem tax and is also 
not included in total income for rate pur- 
poses.- - 

A person respofisible for paying interest on' 
taxable securities must ‘deduct tax at the 
time of payment. However, interest may be 
paid Without deducting téx .in 'caSes where 
it is so permitted by the Income-tax Officer.‘ 
If the tax so deducted exceeds the amount 
of tax payablge by the assessee,.he can claim 
a refund. 

' 

- 
‘

' 

Interest paid 0n money borrowed to pur- 
chase securities is allowed to be deducted 
even if there is no income from such SE- 
curities and the resulting loss can be set off 
against income under any other head. But 

m. Under Section 86 A. 
11. Vide-Section 110. 
12. Vide Section 66.
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in the case of tax-free securities, the asses- 
.see cannot claim a deduction of intere'St 

paid on mqney borrowed for such purpose. 
However, in the case of a bankirig com- 
pany, a. part of the overhead expenses, 
which would normally be allo'wed as bu- 
siness expenses, is allowed as a deduction 
in computing interést on securities: For this 
purpose, ‘moneys borrowed’ includes mo- 
neys received by way of deposits. 
If the interest is payable outside India and 
is taxable in the hands of the lender, it is 

not a permissible deduction unless (i) the 
interest is on loan issued for public sub- 
scription before April 1, 1938, or (ii) ta'x ‘ 

has been paid or deducted at source in res- 
pect of such interest, or (iii) there is A 
person in India who may be charged as an 
agent in respect of such interest. This pro- 
vision has been inserted to counteract evaa 
§ion of tax otherwise Payable by‘ the lender 
in respect of interest he receives. 

INCOME FROM HOUSE PROPERTY 

Tax is levied under the head ‘Income from 
House Property’ on ‘buildings and lands 
appurtenant ‘thereto’ conveniently referred 
to as house property: Income derived from 
a Zamindari or from vacant Plots of land 
is taxed not 'under this head but under 'the 
head ‘Income from Other Sources’. 
The tax under this head is levied upon the 
owner who is normally in possession of the 
property. But there are certain cases where 
the pxoperty, though not in the possession 
of-the owner, is, nonetheless, taxed in his 
‘hands; Firstly, where the income of an in- 
dividual includes 13 the incom'e from 
house property transferred to the spouse or 
a minor child, such individual is deemed 
to be the owner of the house property. But 
if the spouse constructs, a house out of' the 
money gifted by the individual, the incOme 
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from this house, although assessed to tax 
‘in the hands of that individual will be 
computed in a manner as if the spouse was 
the owner of that house. Secondly, the 
holder of an impartible estate is deemed 
to be ,the individual owner of the house 
Properties comprised in the estate. Thirdly, 
a member of a co-operative society to 

whom a building or a part thereof is 

allotted or leased under a house building 
scheme of the society, is deemed to be the 
owne; of that building or Part thereof. 
The tax under this head is levied upon- the 
annual letting value of the property which 
is equal to “the sum for which the property 
might reasonably be expected to let from 
year to year.” 14 From the annual letting 
value so determined certain deductions are 
made f0 arrive at net annual value; 
(i) In case the property is in the occupa» 

tion of the tenant, the taxes levied by 
any local authority on such property 
are deducted to the extent such taxes 
are borne by the Owner. 
In case the construction of the pro- 
perty has begun after April? 1, 1961 
Petty has begun after April 1, 1971 
but has been completed before April 
1, 1970, a sum of Rs. 600 (for the 
initial period of three years) and a 
sum ofRs. 1200 (for five years) in 
respect of' those properties the con- 
structibn of 'which has ‘been com- 
pleted after March 31, 1970, is allow- 
ed to be deducted. Having regard to 
the general rise in tents this provision 
has been inserted to encourage con= 
struction of house property so that it 

(ii) 

13. Un'der Section 64 of the 1961 Act. 
14. Section 23(1) of the 1961 Act. 
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may be let out on' rent to low and 
middle income groups. 15

V 

In order to encourage construction of house 
property for self-occupation, some conces- 
sion is granted if the assessee uses the- pro- 
perty for his own residence. The annual 
value of such property (after deducting 
taxes levied by any local authority in res; 
pect of the property) 16 is reduced by an 
amount equal to one-half thezqeof or Rs. 
1800, whichever is less, and the resultant 
value is further limited to one-tenth of the 
other taxable income of the assessee. In 
other Words, the annual value in no case 
can be placed higher than 10 percgnt of 
the' assessee’s total-income. ' 

If the property or a portion of it is oc- 
cupied by the assessee for the purposes of 
his own business, profession or vocation 
the profits of which are assessable to tax, 
the annual value in respect of such pro- 
perty 01: a portion of it is not taxable. In 
Such. cases nqtional rent is not allowed to 
the assessee 'in computing the profits of 
business. 
Where the property reserved by the owner 
for the Purposes of his own residence con- 
sists of one residential house only and the 
residential house .is neither actually occu- 
pied by the ownes not let to a tenant and 
no other benefit is derived therefrom by 
the owner, and if Athe property has re- 
mained unoccupied during the Whole of 
the previous year, its annual value is .taken 
to 'be nil. If it was occupied for a part of 
the previous year, ,the value is computed 
proportionately. But in no case a loss can 
be returned in such cases.

‘ 

Income frbm property ,held‘ for charitable 
' and religious purposes is exempt from tax} 
Similarly, if a building is situated near an 
agricultura1"farm ‘ahd is used for agricul- 
tural purposes, its income is exempted 
from tax. Certain co-operative societies, 1-7 
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trade unions 18 and marketing authori- 
ties 19 in certain circumstances 20 haVe 
been exempted in respect of their incdme 
from property. '~ 

From the net annual value certain deduct- 
ions are allowed in arriving at the 'net 
taxable income. These are: (a) repairs 
equal to one-sixth of ’the annual- vélue 
irrespective of the fact whether the 
oWner actually undertakes the répairs of 
not;21,(b) insuranée premium to insure 
property against risk of damage or destruc- 
tion, (c) mortgage, capital or ahnual- 
charge, 2‘2 ground rent and interest on box: 
rowed capital; (d) land revenue and any 
other tax levied by the State G0ver'nment 
in respect of the prOperty; (e) ren't col- 
lection charges upto 6 per cent of the an- 
nual value; 23 (f) if the property has been 

15. This exemption is available only 'where the 
net income from the property is not a- loss and 
it is available only in respect 'of house property 
which is let out on rent-and ndt' in respect -of 
house property which ig occupied by the owner 
for his own residence. - 

‘

’ 

16. Prior to the assessment year 1971-72, taxes 
levied By local authority .weré not deducfible’it'; 
arriving at net‘ annual value in such cases. 
17. Vide Section 80 P. 
18. Vida Section 10(24). 
19. Vide Sec’tion 10(29). 
20. These circumstances are the letting of go- 
downs or warehouses for storage,» processipg or 
facilitating the marketing of commodities. 
21. But where the tenant undertakes fo_‘bear 
the cost of 'repairs, the excess of_ the annual 
value over the rent pajrable for a year by 'the 
fenant .is deductible, subject to a maximum. of 
one-sixth of the annual value.. ‘ 

22. Section 27 defines annual charges ind ca- 
pital charge; An annual Charge implies a liability 
which recurs from year" to year while 'a capital 
charge means the’ discharge of .a'. liability of a 
capital nature. . 

23. Legal expenses incurred in recovering rent 
from tenants are included in collection charges 
under administrative instructions;
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vacant fora part of the year, deduction 
proportionalvto the length of the vacancy; 
and (g) (irrecoverable rents. . 

It must be noted here that in case when: 
the property is occupied by the owner him- 
self, thé total amount deductible should 
not exceed the annual value of the proper— 
ty. However, if the property is 1et_out, the 
loss under this head can be set off against 
income from other heads in the same year 
but it cannot be carried forward. 

PROFITS AND GAINS FROM A BUSINESS 
OR PROFESSION 

Computation of income under this head is, 
by far, the most important and at the same 
time, a very complicated- subject in all 

taxation'laws includingAIndia. The reasons 
are obvious. Concepts of ‘businéss’ and 
‘profits’ have been undergoing changes. In 
every economy business forms a very im- 
portant sector of the economy. .A‘ develop- 
ing ecOnomy also requires incentives' and 
concgssions . in bqsiness so that it may 
flourish. Hence, the rules for computation 
o£.;incofne under this head have to be care— 
fully" framed. Otherwise, even a small Error 
in framing the rules is likely to lead to 

considerable evasion of tax. 
Profits and gains from any business, pro- 
fession or Vocation carried on 24 by the 
assessee age taxed under this head. Thé 
inclusion in the. term ‘business” of any 
"trade, commerce or manufacture or ahy 
adventure or.concern in the nature of trade, 
éommerce or- manufacture", 25 'is of p‘riJ 

mary sigpificance for the purpose of dist-it}- 
guishing between those cépital transacfions 
which are taxable as capital transactions 
and those which are taxable as business 
transactions. 26 In orile; to be taxable it‘ is 

neceésary thatfhe' busihess, profession or 
v'o‘tation should be carried on for some 
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time during the accounting year. BuSinesseS 
outside India are also taxed under this 

head. _ 

In order to be liable to tax it is not-neces- 
sary that the business is Carried on by the 
assessee personally. He may carry on the 
‘business- through a manager or other ser- 
vant but he would still be liable to tax, No 
tax can, however, be levied on a benamidar 
in whose name the business transactions are 
effected. Guardians for minors or receivers 
or trustees are assessed in respect of -the 
profits of the business carried on by them. 
The tax is levied not on gross profits but 
on profits and gains which are ascertained 
on ordinary principles of commercial fra- 
ding and commercial accounting. Profits 
are computed in aCcordance with the me- 
thod of accounting regularly employed by 
the assessee — whether on accrual or re- 
ceipt basis — provided real profits can be 
ascertained from the method. 27 Profits 
whether realized in money :or in money’s 
worth, in cash or it; kind are taxable. All 
revenue receipts arising from business or 
the exercise of a profession or vocation are 
taxed ‘even if they are ‘of a casual and non- 
recurring nature. Value of any benefit or 
perquisite, whether convertible into money 
or not, is also included in the profits asses- 
sable to tax. 

24. The word ‘carrying on’ is important here. 
In a case where the Court intervenes and de- 
prives the owner of the right to carry on his 
own business and authorises some one else to 
carry on the business, the ownef would not be 
taxed since he cannot, be regarded as ‘carrying on’ 
the business. 

' ' 

25. Section 2(13) of the 1961 Act. 
26.. World Tax Series, Taxatibn in India, Har- 
vard Law School; International Programme in 
Taxation (1961)2 ’p. 183.

_ 

27. Vide Section 145 of the ‘1961 Act. 

Bulletin Vol. XXVII, Febru'ary/févxier no. 2,;1973



Where an assessee carries on one and the 
same business at a number ‘of' places, net 
profits of the business are ascertained By 
pooling together the profits earned in all 
the branches. But if the businesses are 
distinct, profits of each business are com- 
puted separately. Further, if the businesses 
belong to one man profits of all the 
businesses are lumped together and taxed._ 
Income from a trade, professional or simi- 
lar association is taxed only if it arises 
from the specific services rendered ‘to its 
members. Thus, the entrance fees or mem- 
bers’ periodic subscription are not taxable 
but the feés and contributions received by 
the chamber of commerce for rendering 
specific services to any member or mem- 
bers are taxable. This clause, however, does 
not apply to social clubs and therefore, the 
surplus accruing to a social club even from 
specific services rendered to its members is 
not taxable because the social .club has been 
formed to protect and advance the common 
interests of its membérs. 
Profits and losses of speculative tranSactions 
are computed separately and are not in- 
cluded under ordinary business transactions. ' 

Speculative losses can be set off only 
against profits of any'other speculative 
business and such losses,.if carried forward, 
can be set off only against profits of any 
speculative businesses of such Isubsequent 
year. , 

I
_ 

Recovery of a 'bad debt previously written 
off as bad, as well as any reduction of a 
liability or recoupment of a loss or expen- 
s'e previously allowed as a deduction, is 
included in business income in the year in 
Which the recovery, reduction or recoup- 
ment occurs. 
Income illegally earned is nonetheless tak- 
ablé 21's the" revenue is not concerned with 
the taint of illegality in the income or its 
source. This is because once the character 
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of an enterprise has been asCertained as 
being of the nature of trade, the person 
who carries it on cannot found upon ele- 
ments of illegality to avoid. tax. 28 Thus 
‘pugress’ illegally Texacted from tenants by 
landlords, profits arising from transactions 
in smuggled goods, illegal bets taken by 
bOOkmakers oh racecourses ‘etc., are. tax- 
able.

' 

Certain deductions and allowances 29_ are 
granted in computing the taxable income 
under .the head ‘profits and gains from bu- 
siness Or profession’. Since this list is not 
exhaustive, losses or expenditures incidental 
to business such as losses due to embezzle- 
ment, theft, destruction of assets, over- 
drawing by employees are allowed on‘ the 
basis of ordinary commercial principles of‘ 
computing profits. Further, any expendi- 
ture- Wholly and exclusively incurred for 
the purpose of the business which is nei- 
ther a capital expenditure nor a personal 
expense of the taxpayer, is allowed ‘to be 
deducted. While arriving at the net taxable 
income, cértain deductions .are allowed. 
Firstly, rent, land revenue, local rates or 
municipal taxes and any premium inVres- 
pect of insurance against risk of damage or 
destruction of the buéiness premises is de- 
ducted. Secondly, any ambunt spent on 
current repairs to and in respect of insu- 
rance of machinery, plant or furniture is 
allowed as an item of deduction. Thirdly, 
depreciation is allowed in respect of buil- 
dings, machinery, plant, furniture or ships. 
In the case of ships, the straight line me- 
thod is used While in the case of other 
assets the written doWn value method is 

28. Kanga and Palkivala, The Law and Practice 
of Income Tait, Student Edition (1971), p. 62. 
29. These ate enumerated from section 50 to 
section 37 of the_ 1961 Ad.
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employed. 30 Fourthly, development rebate 
at varying rates 31 is provided in respect 
of new ships, machinery or Plant (other 
than office appliances or road transport 
vehicles) used for the Purposes of the 
business. Fifthly, development allowance 
at‘ prescribed rates 32‘ Is allowed in respect 
of planting of tea bushes on any land in 
India. Sixthly, when the business of any 
industrial undertaking is discontinuéd on 
account of extensive damage due to flood, 
typhoon, cyclone, earthquake, accidental 

, 
fire,.ene1‘ny action etc. and is reestablished . 

before the expiry of three years, rehabili- 
tation allowance is granted at the. rate of 
60 percent of the amount of deduction 
allowed to 'him in’ respect of building, ma- 
chinery, plant or furniture so damaged or 
destroyed. Seventhly, expenditure on scien- 
tific research and on acquisition of patent 
rights or copyrights is deductible. Eighthly, 
export-market development allowance and 
agricultural development allowance are also 
granted. 33 Finally, any expenditure in- 

cuzred by an assessee after March 31, 1970 
but before or after the commencement of 
his busines$ in connection with the exten- 
sion of his industrial undertaking or in 
connection with his setting up a new in- 
dustrial unit or on prospecting etc. for cer— 
tain minerals, is allowed to be deducted in 
ten years in equal instalments. 
Inaddition, some deductions of a general 
nature are also allowed such as insurance 
premium paid in respect' of insurance 
against risk of damage or destruction of 
stock, bonus or commission paid to 'em- 

Ployees for services rendered, inferest paid 
in respect of capital borrowed for pur- 
poses of business contributions made ‘to- 

wards a recognisgg provident fund or a_n 

approved sfi‘pgrqringation fund,’ bidgd'eb‘ts 
and any expenditgre 50m; fide incurxed for 
the purpose of promoting family planning 
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amongst its employeés. 
In order to check proliferation of profits 
amongst employees, relatives or persons 

' 

having substantial interest in the company 
and to check tax evasion, certain expenses 
are not deductible. Any interest paid out of 
India without tax deduction at source, 
amount paid on account of‘ any rate or tax 
levied on the profits and gains, salaries 

paid ‘out of India without fleduction of 

30. An assesses is alloweii three types of de- 
preciation allowances: (a) normal depreciation 
allowance on buildings, machinery, plant and 
furniture owned by the assessee and used for 
the pmpose of the business or profession, (b) 
extra-shift allowance in resPect of machinery or 
plant used for double or triple shift working 
and (C) initial depreciation allowance in respect 
of newly constructed buildings at the rate of 
20 per cent for buildings completed after 3151: 

March, 1961 and used for the residence or wel- 
fare or certain categories of employees and a_t 

the rate of 25 percent for buildings'completed 
after March 31, 1967 and own‘ed and used by an 
Indian company as an approved hotel. But the 
aggregaté of all deductiqq‘su in .respect of de- 
preciation cannot exceed the actual cost of the 
buildings, machinery, plant or‘furniture to the 
assessee._ 
31. These rates are 40 percent for ships, 35 
percent for machinery or plant in priority in- 

dustries installed before April 1, 1970 and 25 
percent if it is installed after March 31, 1970, 
and 20 percent for other machinery and plant 
installed before April 1, 1970 and 15 percent 
if it is installed after March 51, 1970. The 
rebate is proposad to be abolished frOrn April 1, 
1974.

' 

32. The rate is 50 percent of the actual 'coét of 
planting if tea bushes have been planted ori 

new land and 30 percent of such cost if tea 
bushes are planted in replacgement of tea bushes 
that have died. ‘ ' ' 

33. The export market development' allowance 
is equal to one and one-third times the amount 
of expenditure on development of,,eiport markets 
and the agricultural deirelopment allowance is 

equal to one and one-fifth times the amount of 
expenditure on agricultural development. 
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tax at source, payment of salary in excess of 
115.5000 per month and value of perqui- 
sites in excess of Rs. 1000 Per month or 
one—fifth of the salary, 34 whichever is less, 
and payment to a Provident fund. esta- 
blished for the benefit of employees 35 are 
not deductible for~any assessee. In the case 
of any firm, payment of interest, salary, 
bonus, commission or remuneration paid to 
any partner is not deducted. For a col - 

pany, any expenditure which results direct- 
ly or indirectly in any remuneration or 
benefit or amenity to a director or a per- 
son ha‘v‘ing substantial interest in the com- 
pany or to his relative in excess of 
Rs. 72,000 a year is disallowed. These 
limitations on paymenf of salaries, Per— 
quisites and remuneration have been im- 
posed so that a restraint is put on business 
_expenses resulting in larger tax base and 
income disparities are reduced._ Further, in 
order to check black marketing and tax 
evasion, payments made after Apri‘l,'1969 
in excess of Rs. 2500 .without crossed 
cheque or bank draft are disallowed. 

CAPITAL GAINS 

Capital gains arise when the price at which 
an asset is sold exceeds the price at which 
it was purchased or acquired. In India, any 
profits or gains arising from the transfer 
of a Capital asset effected in the previous 
year are taxed under the head ‘Capital 
Gains’ and are regarded as income of the 
previous year. The word ‘tmnsfer’ here 
includes “the sale, exchange or relinquish~ 
ment of the asset or the extinguishment of 
any rights therein or the compulsbry acqui- 
sition thereof under any law”. 36 Certain 
capital assets have, however, been excluded 
from the purview of this tax. These assets 
are stock-in-tra-de, personal effects (inclu- 
ding wearing apparel, jewellery 37 and 
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furniture), agricultural land 38 and 61/2 per‘ 
cent Gold Bonds, 1977, or 7 per cent Gold 
Bonds, 1980; or National Defence Gold 
Bonds, 1980 issued .by the Central Govern- 
ment. 
Taxation of capital gains is based entirely 
upon realisation and in this respect'it dif- 
fers from taxation of income under any 
other head, where tax is payable on income 
that is either realised Or accrued. However, 
capital gains.‘are assessable as the income 
of the year in which the transfer takes 
place, even though they may be realised 
later on or there may be no realisation at 
all. 

The general principle for computing capi- 
tal gains is to deduct from the salé pricé 
the cost of acquisition to the' asse's‘see. In 
célse a capital asset becomes the property 
of the assessee on account of ‘total or par- 
tial partition of the Hindu undivided fa- 

' 111i under a gift or will, by succession, in- 
heritance or devolution, cost to the previous 
owner is deemed to be the cost of acquisi- 
tion to the assessee. In the case of depre- 
ciated assets, the. written-dOVJn-value, as 
adjusted on account of balancing allowance 
or balancing Charge, is'deemed to ‘_be the 
cost of acquisition of the asset'The *adjust— . 

ment is done With reference to” the actual 
balancing charge. In case, no such balani 

34. With effect from April 1, 1972. 
35. 

' Where no arrangement of deduction of tax 
at source has been made from the fund charge- 
able to tax under the head ‘Salaries’. -

‘ 

36. Vide Section 2(47) of the 1961 ,Act. 
37. Profits made on the sale of personal jel 
wellery have however, been made taxable By the 
Finance Act, 1972, with effect from the assess- 
ment year 1973-74 onwards,‘ 
38, UnIeSs it is in an area having population 
of 10,000 or more or is within 8 kilometres 
from IOcail limits of any municipality or canton- 
ment board. '
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cing charge is actually levied, the written- 
down—value (after deducting initial depre- 
ciation) is' taken to be the cost of acquisi- 
tion. In case any asset was acquired before 
January 1, 1954, the assessee has'the option 
to adopt the fair market value of the asset 
as on January 1, 1954. In such a case, the 
cost of acquisition shall, at the option of 
the assessee, be the fair market value of the 
asset on the said date, as reduced by the 
amount of depreciation, if any, allowed to 
the assessee after the said date and as ad- 
justed. In case an assessee gets bonus 
shares from a company, the cost of such 
shares would be determined by the process 
of averaging i.e. by spreading the cost of 
the old shares and {new bonus- shares taken 
together if the shares are of "the same, type. 
A company is not regarded as having made 
capital gains if it merely distributes its 

assets among its shareholders on liqui- 

dation. 
Any distribution of capital assets on the 
total or partial partition of a Hindu undi- 
vided family, distribution of capital assets 
on _the dissolution of a firm, body of indi- 

. 

viduals or other association of' persons, 
any transfer of a capital asset under a gift 
or will or an irrevocable trust, any transfer 
‘of capital asset by a company to a wholly 
owned subsidiary Indian company or vice 
119714, any transfer of capital asset on ac- 
count of amalgamation and any transfer of 
agricultural land in India before March 1, 
1970, are tradsactions which are not regar- 
ded as transfer and’ hence not liable tota- 
pital gains tax. ' 

To arg'ive at'the figure of taxable capital 
gains, tWO iiems are d§ducted from the 
full value for which transfet is made, viz., 
(a) the cost of acquisition and the cost of 
improvement thereon, and (b) .e-xpenditure 
incurred solely in connection with the 
transfer. 
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Capital gains arising out of the transfer of 
residential property are exempt from tax 
provided the assessee has within a period 
of one year before or after the date of 
transfer Purchased, or has Within “a period 
of two years after that date constructed, a 
house property for residential purpose and 
provided further that the amount of the 
capital gain is not greater than the cost of 
the 'new asset. In case such gain is greater, 
only the excess of the capital' gain over the 
cost of the new asset will be taxed. Similar 
provisions apply in a case Where an assessee 
transfers agricultural land and within two 
years buys new land which is also used 
for agricultural purposes. Further, no ca- 

pital gains tax is levied in the case of 
transfer of property or properties .if (a) thé 
aggregate sale price does not exceed 
Rs. 25,000 and (b) the aggregate of the 
fair market values of,a11 the capital assets 
owned by the tax payer immediately before 
the transfer does not exceed Rs. 50,000. 
However, capital' gains on sale of property 
used for the assessee’s own business are not 
exempt. 
A loss relating to a short-term capital asset 
can be set off in the same year either 

against gains in respect of any asset (Whe- 
ther short—term or long-term) or against in- 
come under any other head. Capital loss 

in such cases can be carried forward for 
eight years but in subsequent years it can 
be set off only against short-term capital 

gains. Losses relating to long-tegrm capital 
assets can be set off only against such gains 
in the same year or subsequent years. Such 
losses can be carried forward only for four 
years. 39 But. no capital loss (whether 
short-term or long-term) can be carried 

59. Under the 1922 Act, they could be carried 
forward for eight years. 
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forward unless the amount of such loss 
exceeds Rs. 5,000. 

INCOME FROM OTHER SOURCES 
This is :a residue head of income and in- 
comes under this head are "taxed only if 
they are not taxable under any of the pre- 
ceding heads. 
Income from an office not amounting to 
employment i.e.‘ Where employer and em, 
ployee relationship is not found, is taxed 
under this head. Thus, the commission 
earned by a director or any other individual 
for negotiating the sale of a company’s 
branch, shares or an estate, or for procuring 
insurance, underwriting shares or guaran- 
teeing another’s‘ overdraft or fees received 
by him for attending the Board’s meeting, 
are taxed under this head. Interest on se- 
curities,‘40 interest on loans, deposits or 
current account, interest received by a re— 
tired emplOyee 6n. his contributions to an 
unrecognised provident fund are taxable 
under this head. Further, mining rents and 
royalties, nonragricultural rents and profits 
from a zamindari or bustee lands, income 
from market rights, fisheries, grazing rights 
and rents and royalties paid for a licence 

-to take away earth are taxable. In case the 
assessee is a short-term lessee of a building 
or earns a profit by sub—letting 0r reletting 
it, such profit is taxed here. Payments re- 
ceived by a non-professional writer and 
interest received by the heirs of a deceased 
moneylender on outstanding loans are 
taxed under this head. If the assessee gets- 
the annuity tax-free and the trustees pay 
the tax thereon, the amount of tax is added 
and the gross annuity is taken to be the in- 
come of the assessee under this head. Fur- 
ther, dividends from Indian companies, an- 
nuities and Commuted valu‘é of annuities, 
income from machinery, plarit or furniture 
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let out on hire, are also taxable under this 
head. 
Income under this head is computed in ac- 
cordance with-the method of accounting 
regularly employed by the assessee provided 
income can be properly deduced from the 
method. While computing income certain 
deductions are allowed. In case of 'divi- 
dends, any éum paid by way of commission 
or remuneration to a banker or any other 
person for' the purpose of realising such 
dividend, is deducted. For machinery, plant 
or furniture let out on hire, the a'ssessee is 
entitled to deduct expenses on accOunt of 
current repairs, insurance premium, depre- 
ciation and balancing allowanCe. Deduc- 
‘tion is also‘ allowed in respect of any re- 
venue expen-diture; incurredIWholly and ek- 
clusively for the purpose of earning such 
income. 

The above diSCussion clearly demonstrates 
that for purposes of income-tax income is 
divided into several categories on the basis 
of the source of_ income and that these 
Schedules are exhaustive in the sense that 
an item which falls under a particular h'ead 
can be taxed only under that head and‘ if 
an item does not fall under any-of the 
heads, it escapes the net"of taxation. In this 
respect India has a schedular system as is 
prevalent in most Latin American and 
European countries. Under such a; system, 
it is pointed out, One has to deal with a 
wide 'variety of incomes in a piecemeal 
fashion and this creates several difficulties. 
On the one hand it creates complexity in 
the tax system by prescribing separate rules 
for computation of income undeg several 
heads and on the,other, by Providing that 

40. Other than those specified in Section 18 of 
the 1961 Act.
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“an assessee may have different previous 
years in respect of separate sources of his‘ 
income”, 41 the system permits further 
erosion of tax base and creates inequity. 

, Further, the existence of numerous sche- 
dules “makes for a complicated declaration 
form and for a complicated tax compu- 
tation”, .42 and “makes it difficult to think 
clearly about the structure of the income 
tax, its impact upon tax payers and the 
burden it involves”. 43 
We should remember here that although 
the Indian Income-tax system contains cer- 
tain features of a schedular system, yet the 
disadvantage is mitigated, to a large extent, 
by the inclusion of category F — Income 
from Other Sources, under which “incOme 
of every kind which is not excluded from 
total income under this Act 
not chargeable to income-tax under any 
one of the heads specified in section 14, 
items A to E” is included. This means that 
whatever items escape. schedules A to E 
are included ‘in schedule: F. Moreover, in- 

come is not considered piecemeal for tax 
purposes, but “all income from whatever 
source derived”. is lumped together for tax 
purposes and only one and schedule is 

applied. “The function of the division of 
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if it is: 

income into categories is merely to pres- 
cribe the rules applicable to the computa- 
tion of taxable income of each particular 

'type. Taxable income from all sources is 

reported on a single retutn and only one 
asSessment is made of income under all 

Categories.” 44 Further, in a developing 
economy, it is desirable that certain types 
of economic activities are encouraged while 
certain others are discouraged. This points 
towards the adoption of a schedular system. 
Therefore the only change that is needeél 
in India ‘is that like the USA. these sche- 
dules should be only- illustrative and not 
exhaustive so that other types of income 
which may not fit in either of these cate- 
gories may be made takable and the prim 
ciple .of equity may be. followed in general 
for all taxpayers. 

41. Vide Section 3(3) of the Income Tax Act, 
1961. 
42. C. S. Shoup, J. F. Due, L. C. Fitch, O. S. 

Oldman, S. S. Surrgsy, The Fiscal Syxtem of Ve— 
nezueld, 1969, p. 103. 
43. Ibid. 
44. World Tax Series, Harvard Law School, In- 
ternational Pgog'ram in Taxation, Taxation, 1'72 

India, 1960, Introduction. 
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F. CASTELLANOS*: 

RESPONSABILITE FISCALE DES MEMBRES DES CONSEILS D’ADMINISTRATION DES SOCIETES ANONYMES DANS LA LEGISLATION ARGENTINE. 
1.01 19.550 

La nouvelle Loi des Sociétés vient d’attti- 
buer au Conseil d’Administration et a ses 
présidents la représentation de la §ociété. 
Les actionnaires membres du Conseil de 
Surveillance sont responsables, vis £1 Vis du 
Fisc, aussi bien que les membres du Con- 
seil vd’A-dministration des devoirs fiscaux de 
la. Société.

, 

En matiére de résponsabflité fiscale les di- 
recteuré ou directeurs généraux sont égale- 
ment responsables. . 

On doit encore dire ‘que Ie représegtant en 
Argentine d’un_e société étrangéré a la 
méme responsabilité légale devant 1e Fisc 
que 'celle établie par la-loi pour le directeur 
ou p011: les membres du Conseil d’Admini- 
strafion d‘es sociétés anonymes argentines. 
'Cette responsabih'té est. de caractére Solis 
daire et illimité. 
Nous allons essayer d’analyser par la suite, 
quelles sont les aspects précis permettant 
que cette responsabilité établie d"u_ne fagon 
générale. pour >121 101' de Sociétés (No. 
19550) soit applicable 51 um membre du 
Conseil d’Administration ou de Surveil- 
lance, :‘1 un Gérant ou un Représentant de 
Société Etrangére. 

LOI DE PROCEDURE FISCALE (No.11.683) 
Cette Ioi ne fait aucunev différence entre 
«administration» e't «représentation» et 
rend obligatoire 1e payemeht des impéts 
aux membres du conseil d’administration, 
aux directeurs, ,gérants et réprésentants des 
personnes morales, avec les ressources sur 
lesquelles ils ont un pouvoir. Mais, en plus, 
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1e payement de la créance au Fisc devra 
étre faite Par les personnes .indiquées ci- 
dessus avec des fonds propres et solidaire~ 
meat avec les vra‘is débiteurs de l’impét (la 
société) dans les gas suivants: 
a) la société n’ayant pas accomplie ces de- 

voi‘rs fiscaux; - 

b) la société n’ayant pas payée ses impéts; 
c) la société n’ayant pas répondu 2‘1 l’ordre 

de l’Administration de rég'ulariser sa 
situaiion fiscale.

' 

II faut remarquer qu’en réalité la 101' n’attri- 
bue cette responsabih'té solidaire aux mem- 
bres du Conseil d’A‘dministra‘tion ‘ aux 
autres personnes physiques énuméréesgue 
quand i1 existe u_n certain degi'é de tort ou 
fraude dans le non accqmplissemept. dgs 
devoirs fiscaux. ‘ 

JURISPRUDENCE ‘ 

Il faut d’abord attirer l’attention sur le fait 
que la jurisprudence qu’on peut analyser 
jusqu’é présent n’a pp tenir compte qua du 
Code- de Commerce avant 19,7 modification 
introduite par la nouvelle loi sur les Vso’ciés 
tés No. 19.550 datée du 25 avril de 1972. 
Au debut l’Administration (Direction Gé- 
nérale des Impé’ts) attaquai’t un membre du 
Conseil pour une dette de la Société sans 
accomplir aucune formalité préalable (cas 

* Adjunct Professof of FinanCes and Tax Law‘ 
at the School of.1.aw 9f the University ‘of 
Buenos Aires, Argentina. In- addition to his 
private practice he Is the author of many works 
on taxation and other topics in “La Prensa," 
“La Infotmacién,” “impuestos,” and other spe- 
cialized journals.

'
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«Masjuan F.» arrét du Tribunal Fiscal du 
6 fiout 1970 et de la Cour d’Appel du 16 
septembre 1971). 
Plus tard les t‘ribunaux — Tribunal Fiscal; 
Cour d’Appel dans le Contentieux; Cour 
de Cessation — ont déclaré qu’il ne suffit 
pas d’étre membre‘d’un Conseil d’Admini- 
stration d’une Société Anonyme pour que 
cette solidarité dans les obligations 5. l’égard 

du Fisc, soit automatique avec la personne 
morale obligée au réglement du tribut, mais 
pour les, personnes physiq‘ues qui adminis- 
trent ou disposent des fonds. de la société, 
selon leur comportement ('tort ou fraude) 
leur responsabilité devient plus étendue. 
Cas. «Monasterio Da Silva, Ernesto». 
Dans ce demier cas mentionné i1 s’agissait 

d’un Vice Président du Conseil d’vadmini- 
stration d’une Société étrangére qui a pu 
prouver que la cornpagnie avait ses livrcs 

et sa comptabilité en dehors de l’Argcntine 
et lui méme n’avait pas les fonds de la 

société 5. sa disposition. 

CODE DE COMMERCE 

D’une fagon générale notre probléme est 

prevu par les articles 255 et 274. 11s établis- 
sent une responsabilité personnelle et soli- 
daire pOur les membres du Conseil dans 
tous les cas oh la Société aurait agi 2‘1 l’en- 

contre -de ce qui est établie par les lois. 
A présent, face an texte de la nouvelle 
Loi No. 19550 qui a modifié l’ancien Code 
de Commerce, en disposant que le bilan 
doit présenter séparement les dettes au Fisc, 
et que les impéts de toutes natures vdevront 
étre établis par postes différents, nous esti- 
mons quiun contréle de la fagon dont let 

compagnie régle ses devoirs fiscaux est in- 
dispensable de la part des membres du Con- 
seil d’Administration, de Surveillance, Di- 
recteur-s et rcprésentants de compagnies 
constitué £1 l’étranger. 

EXEMPTION DE RESPONSABILITE 
La responsabilité du Vice Préside‘nt. a été

' 

exdue par la Cour. 

DOCTRINE 

L’auteur argentin Roberto O. Freytés'ob— 
serve qu’ en principe quand‘ le genre d’actif 

' 

' vité du Gérant, membre du Conseil, etc. 

montre un manque de relation entre la per- 
sonne et le fait '21 cause duquel 1a compagnie 
doit' payer 1e tribut, suffirait pour l’exclure 
de la ‘solidarité que nous sommes _en train 
d’analyser. ‘ 

Aujourdfhui, par .les nouvelles dispositipns 
de la. Loi 19550, nous nous permettons de 
conseiller aux fonctionnaires des sociétés la 
plus grande prudence dans l’accomplisse- 
ment des devoirs tributaires ‘dq: 121 com- 
pagnie et de surveiller attentivement la fa- 
gon dont 1a personne morale remp‘lie ces 

obligations vis 5 vis du Fisc. 
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D’autre part la loi vise l’exception £1 cette 

régle .de responsabilité solidaire dans l’arti- 
de 274 en disant que le membre du Con- 
seil ‘d’Administration sera exclu de toute 
responsabilité fis‘cale quand, en ayant con- 
naissance d’une décision du Conseil con- 
traire 21x une disposition du Fisc, i1 marque 
par écrit‘ son opposition et la communique 
au syndic en tant que représentant des inn 
teréts des actionnaires. Le membre en ques- 
tion sera aussi exempté de re‘sponsabilité 
s’il fait‘une denonciation ’21 la Justice on a 
l’Administr‘ation. 
Etant donné que la loi oblige au minimum 
d’une réunibn du Conseil par mois, nous 
estimons qu’une bonne politique consistera 
5. inclure dans chaque réunion l’analyse de 
l’accomplissement des obligations de la 

compagnie vis '21 vis du Fisc et de la Sé'Cu- 
rit‘é Sociale.

‘ 
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DEVELOPMENTS IN FRENCH T.V.A. THE ABANDONMENT OF THE SO CALLED “BUFFER RULE” 
Prior: to the enactment of 'a decrée of Fe- 
brqary 4, 1972, France was the only coun- 
try applying TVA where TVA payers were 
not flu‘lly allowed to regover the entire 
amount of the TVA on their inputs which, 
in“ Erange, is commonly called “TVA 
payée en amont” (Le; TVA paid. up- 
stream). As a matter of fact no refund 
was, then, in principle, due by the State 
for any excess of the overall amount of TVA on inputs over the amount. of TVA 
due With‘respect to the taXpayer’s outputs, 
so that such excess had to be carried for- 
ward indefinitely as the case may be. This 
was called the “Régle du butoir” (“Buffei 
yule”).

' 

Of‘ course exportxsales were a major 'ex- 

ception to that rule. There were also other 
less importantexcepti‘ons applying in par- 
ticular to sales of goods attracting the 
redUCed TVA rate (mainly foodstuffs and 
books). TVA credits arising from the 
purchase or constructiOn of fixed assets 
could, with the specific accord of the tax 
authorities, be transferred to the user of 
those assets (Art. 227 .to 228 of Annex II 
to CGI). Generally, the “buffer rule” was, 
however, with respect to national sales, not 
only a hindrance but a clear distortion of 
the basic principle on which the TVA 
system lies, that is the so called principle 
of “tax neutrality”, whereas the rule ob- 
viously resulted into a double taxation. 
Indeed, on this account, a number of con- 
cerns were loaded with “dormant” TVA 
credits relating to their inputs. ‘ 

This: was, in particular, the situation of 
conéfems which had made Substantial in- 
vestments attracting an amount of TVA 
Bulletin Vol. XXVII, February/février no. 2, 197-3 

exceeding the TVA due with respect to 
current operations of the concern. The 
same applied to the case, which is spe: 
cially considered below, of foreign cone 
cerns making direct sales in France, but 
being ’liable to some TVA on French in: 
puts which, for some reason, was not im- 
Putable.

, 

The decree of February 4, 1972 which 
has been implemented by an “Instruction” ' 

from. the Finance Ministry of February 18, 
1972, has not only laid down the rule that 
TVA credits arising after January 1, 1972 
will be recoverable, but has also provided 
for a partial refund of past credits. A copy of the Decree 1's .reproducéd‘ as an 
Exhibit to this Article, for a better. under- 
standing bf the applicable rules. 

I. - T/ae refzmd of non-imputzzble tax m;- 
dz'ty which aroge after [47211417 1, 1972 

-The basic rule is that all Such credits are 
entirely refundablg, whereas just one 
fourth of past credits, as Will be specified, 
belofiv, is refundable. 
This combined result is attained by means 
of the following method. of calcula'fipn 
which is specified in Artide 3 of the 
Decree: 

-
“ 

(a‘) For'taxpayers tIhad‘ no outstanding 
TVA credit in 1971, the rule is very 
simple: a'l'l nonfimputabl'e tax cr_edits. 
arising as from January 1, 1972 are fully. 

* Avocat au Barreau de Paris, Chairman of the‘ 
I.B.A., Business Section Tax Committee. 
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refundable; 
(b) For taxpayers who had outétanding 
TVA credits in 1971: those credits aggre- 
gating with the credits arising in 1972 
and, possibly, in the following years, a 
special rule was necessary in order to make 
an apportionment. between the credits re- 

lating to past- years or tO'the current year 
respectively. -

' 

That special rule is that a so-called “re- 

ference credit” equal to three fourths ’of 
the average outstanding'credits for 1971, 
is held to be non-refundable and is, ac- 

cordingly, to be d¢ducted from the aggre- 
gated tax credits existing, at the end of 
say 1972. Only the balance is refuhdable, 
which indeed- means‘ in fact that all the 
imputable credits for each year after 1971 
are fully refundable and just one fourth of 
prior credits. ' 

‘ 
- h 

The améunt of' refundable non—imputable 
credits for 1971-cannot exceed the amount 
of the outstanding “non-imputable credits 

of the taxpayer at‘the time the refund is 

applied for (see Art. 5 of the Decree). 
Accordingly, if for instance:' 

‘ 
- .' 

—- The amount of non—imputable credits 

generated' in.11972' is .............. 100 
the airerage non-imputable credits Out,- 

standing in’1971 is ................. 400 
—— the amount of the outstanding credits 
at time'of application is ............... '. 150 
the‘ refundable tax credit is computable as 
follofivs: :" ._ . 

- 
.

' 

That refundable credit is the excess of 'the 
aggfegated credit- outStanding on Decem- 
bet-‘31; 1972 (Le. 100 + 400 500‘), 

ove'rz.‘an amount, equal to three ‘fourths_0‘f 
the average fion-imputable credits for 19.7]: 
(Le. 3/4 x 400 = 300). 
However, the refund will in fact not .ex; 
ceed 150, such being the amount of the 

outstgnding qredfitwgtithe time. the refund 
is afapli'ed for; '

' 
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II - T/ae refund of non-imputable (radii; 

generated prior to December 31, 1972 

That refund is provided for in Article 5 

of the Decree. 
As above indicated, it is limited to due 
fourth of the average credits for 1971 and 
to the amount of the outstanding credits 

of the taxpayer at the time the refund is 

applied for, whichever is lower. 
It should be further noted that the appli-.. 

cations for refund had to be filed prior 

to July 1, 1972 and not be for an amount 
lower than 500 FF. 

1’ 

III - The refund provedurey 

1 - Genemlly: A: fegam’s tax Credit: ge- 
nerated since [anuary 1, 1972 

4— Application for refund must-be filed 
in each month of January (in the case of 
annual refund) or within the month fol: 
lowing each quarter concerned (in the case 
of a quarterly refund) (Art. 4 of the De- 
cree); _

- — The amount for which refund is applied 
for must be 1,000 FF at.-least as regards 
annual refunds, or 5,000 FF as regards 
quarterly refunds (Art. 4 of the Dec'rec). 
It may be noticed that this mechanism is 

in fact very close ‘to the- Belgian system 
which provides for a'refund at'the end of 
each calendar year together with the pos- 
sibility for'a quarterly refund if the- tax 
credit ex'ceeds a certain amount (Art. 7 of 
Belgian Code and Art; 8 of Arrété Royal 
No. 4 'of December 29, 1969).. _ 4 

-
- 

But,- .unlike the‘Belgian- system; the French 
system does not provide, for an automatic 
refund; This refund is. to be, applied for as 
in most other countries. 

. 

’ 
- j . 

Upon cessation of their activitiesvliablej to 
TVA or of their business,” taxpayers age, 

entitled to a total refund'Df their outstam 
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ding non-imputable credits (Art. 7 of the 
Decree). ' 

‘

, 

‘2 - A; regard: particularly tax credit: gel 
nerated before fanzmry 1, 1972 (Art. 
5 of the Decree) 

The procedure was the Same, except that 
the refund had 'to be applied for prior ,to 

July 1, 1972 and for amounts of at least 
500 
'The “Instruction” from the Finance Mi- 
nistry further specifies that application for 
the refund of past credits. should be filed 
beforg applicfatibn for the refund of future 
credits (See “In'struction, § II - D ~ 1 - h) 

IV - Otbe'r main rule:
. 

1 —— Of course, the- right to impute re- 
funded credits js automatically cancelled 
by. the refund. (Art. 7*of the Decree). : 

2 — Article 6 of the Decree provides fof 
special rules applicable to taxpayers who, 
making a limited tumbver, are allowed to 
pay TVA either under a simplified Systém 
or on a lump basis. 
3 —- Articles 10 and 11 also provide for 
adjustments relating to special situations 
namely: 
—— Article 10 to taxpayers who, althbugh 
not performing activities made compul- 
sori subject to TVA, have elected to 
payfithat tax under the option which they 
have to that effect in" pursuance of Articl‘é 
260 —— 1 of the Genéral Code of Taxes??- — Article 11 to companies performing 
leasing activities relating to personal (as 
oppoSed to real) property. 

,

' 

4 '—~ Article 8 and Article 13 of the Dé- 
cree provide for some exceptions to the 
new system, namely: ‘ 

. . — Under Article 8, companies making 
exports may as a ‘itransitory” meas'ureh elect 
to r'etain their former status under which 
they may apply for monthly or quaztefly, 
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refunds irrespective of the above set forth 
FF’1,000 and FF 5,000 limits. 
—— Under .Article 13, tw'o categories of 
taxpayers are excluded from :the same sy- 
stem, namely: ' 

.- 

° companies which extract, store apd refine 
oil and oil products under the control of 
the custbms authorities will still be‘ ruled 
by the Previous system under which, if: 

accordance with Article 298 -. 4° of the- 
General Tax Code, they are all'owed to 
transfer their tax credits to their Gusto: 
mers; ' ' 

_ ‘.

' 

taxpayers-whose activities age just Occa- 
sionally subject to TVA; This latter cal- 

tegory includes mainly the taxpayers whb 
are subject to TVA‘on acCount of “trans- 
actions which contributé to the producti 
ion or the delivery bf buildings” only; 

5‘ —- Administrative bodiesV (“établisse- 
ments 'publies‘”) havé just reéently been 
included among the taxpayers entitled ‘to

_ 

a refund of their TVA credits (DeCree No. 
72-1217 of; December 28, 1972)“ . 

6 — Article 12 of the Decree specifies 
that the authorities may require that ap- 
propriate guarantees be given to the autho- 
rities in order to guarantee, the reimburse- 
ment of a'ny‘und’ue -r§fund. ‘ 

** 
31¢ 

The abandonment of .the “buffer rule” is 
an illustration of the French tax authorie 
ties’ effort to eliminatg from the regula; 
fiqns' distOrtions of a nature t6 jeopardize 
the faifness of the tax system. 

_

‘ 

It is ‘of course regrettable ‘that just a 
limited fraction of_ - past cvre'dit‘i's made 
refundable. This restriction, was obviously 
motivated by budgetary preocupations. It 
may be noted, however, that the Finance 
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Ministry has recently announced that the 
Government intends to carry on a gradual 
refund of TVA credits although no date 
Can immediately be fixed for the next step 
of the process (Rép. Jacques Genton, Sé— 
nateur, ].0. October 11, 1972 - Débats 
Sénat). 
The new decree is of special interest to 

foreign concerns which were prevented 
from imputing their TVA payable on 
French inputs on the TVA affecting their 
sales in France. 
This was in particular the case Where said 
TVA on inputs was related 'to services ren- 
dered in France to the concern involved 
for the purposes of its sales in France but 
prior to the time where the goods were 
imported. To take an example, if, for in- 

stance, the import 'value of the goods Was 
100, the charge for services rendered in 

France to the seller before importation was 
10 (that charge being included in the im- 
‘port value of the goods since the services 
were rendered before importation) and 

the amount of value added in France was, 
20, the selling price thus being 120; the. 
total TVA paid by the foreign concern on- 
its inputs was (at the as‘sumed rate of 

20%) :20% (100 + 10 + 20) = 26 
while the total TVA on outputs was 20% 
(120) = 24. The excess TVA on inputs 
Over the TVA on outputs (Le. 2 in the 
instant case) which was not imputable by 
the foreign concern is Presently refundable 
as stated above. 
But, foreign concerns not making sales de- 
li‘Verable in France are s_till unable to re-, 

cover the amount of any TVA which they 
may pay on account of their acquisition of 
French goods or services, since they are not- 
themselves subject to the French TVA on 
any of their outputs. This applies, among 
others, to foreign concerns selling goods 
ex-Works or ex-French border. The reason 
is that Article- 1 of the Decree of February 
4, 1972 specifies that only the amount of

‘ 

TVA on inputs which are imputable is 

refundable. 

ANNEXE 
Décret n° 72-102 du 4 février 1972' relatif au 
remboursement de crédits dc taxe 'sur la valeur 
ajoutée déductible. 

Le Premier ministre, 
Sur le rapport du ministre de l’économie et des 
finances, 
Vu l’article 7-1° et dernier alinéa de la loi de 
finances pour 1972 (n° 71—1061 du 29 décem— 
bre 1971)‘; 
Vu l’article 5 de la loi de finances rectificative 
pour-1971 (11° 71-1025 du 24 décembre 1971); 
Vu l’article 1”-1° de la loi 11" 66-455 du 2 juil- 
let 1966, modifié pat l’article 1er de l’ordon- 
nance n° 67-837 du 28 septembre 1967; 
Vu 18 code généra‘l des impéts, notamment les 

articles 271 '21 275; ; 

Le Conséil d’Etat (section des finances) enten- 

du,
‘ 
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Décréte: 

Art. 161‘. —— La taxe sur la valeur ajoutée dé— 

ductible dont l’imputation n’a pu étre opérée 
pent, sur demande des assujettis, faire l’objet de 
remboursements dans les conditionS'fixées ci- 

aprés; 

Art. 2. —— Le remboursement porte sur le crédit 
de taxe déductible constaté au terme de chaque 
année civile. 

Art. 3; —- Pour les assujettis dont les déclara— 

tions de chiffre d’affaires ont fait apparaitre des 
crédits de taxe déductible ’en 1971, 1e rembour- 
sement prévu 2‘2. l’article 2 est limité 2‘1 la. fraction 

duvcrédit excédant un crédit de référence. Ce rcrédit 
de référence est égal aux trois quarts du quotient 
obtenu en divisanfi 1a somme des crédits figurant 
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sur les déclarafions relatives aux 'affaires de 1971 
par le nombre total de déclarations déposées au 
titre de la méme année. 

Art. 4. — Les demandes de remboursement doi- 
vent étre déposées fiu cours du'mois de janvier 
et porter sur un montant au moins égal‘ a

t 

1.000. F. 
En outre, lorsque chacune des déclarations de 
chiffre d’affaires déposées au ti'tre d’un trimestr'e 
civil fait apparaitre un crédit de taxe déductible, 
unc demande de temboursement pent étre dé— 
posée au cours du mois suivant .ce trimestre; elle 

"doit porter sun un montant au moins égal é 
' 

5.000 F. 

Art. 5 — Les assujettis qui détiennent un crédit 
de taxe déductible an 51 décembre 1971 peuv 
vent obtenir un zemboursement égal au quart du 
quotient défini 2‘1 l’article 3. Ce Lemboursement 
ne peut excéder 1e crédit existant A la date de 
leur demande; 
les demandés de‘remboursement ‘doivent étre dé- 
posées avant 1e 1er juiIIet 1972 et porter sur un 
.montant au moins égal 51 500 F. 

Art. 6. — 1. Pour les assujettis placés sous le 
fégime simplifié d'imposition, 1e ~crédit ~de taxe 
déductible et la crédit de référence résultent des 
énonciations de Ieut déclaratit’m annuelle. Les 
demandes de remboursement annual doivent étre 
déposées avec cette déclaration. Les rembourse- 
inents trimestriels out un caractére provisionnel 
et doivent étre demandés au cours du mois spi- 
vant 1e trimestre considéré; ils donnent lieu a 
régularisation annuelle. 
2; Pour les assujettis placés sous 1e régime du 
forfait, 1e crédit de taxe déductible et le crédit 
de référence sont déterminés lors de la con- 
clusion du forfait. La demande de rembourse- 
ment est déposée au cours ‘de l’année civile sui- 
filant celle au titre de laquelle le crédit de taxe 
’déductible eSt déterminé. II s’y ajoute, 1,5 cas 
échéant, 1e crédit résultant de la Vdéduction com- 
plémentaire visée é l’article 204 de l’annexe II 
au code général des impéts. 
3. Pour les assujettis placés sous 1e régime sim- 
plifié des exploitants agricoles, autres que ceux 
qui ont opté pour le régime des déclarations tri- 
mestrielles, le crédit de taxe déductible et la 
crédit de référence tésultentfies énonciations de 
leur déclaration annuelle. La. demande de rem- 
boursement doit étre déposée avec c‘ette déclaxa- 
tion. 
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r Art. 7. —-— Le cré'dit db taxe déductible dont le 
remboursement a été demandé he pent dormer. 
lieu a imputation; il est annulé lors du rem- 
boursement., 

Art. 8. -—-— A titre transitoire, les assujettis pour- 
roh‘t bénéficier, sun option expresse, dc rembour- 
sements mensuels ou trimestriels de leur crédit 
de taxe déductible dans la; limite de la taxe sur 
la valeur ajoutée calculée sur le montant des 
exportations. et opérations assimilées :éalisées au 
cours de la période correspondant 2‘1 chaque dé- 
claration de chiffre d’affaires. L’option pour ce 
régime est exclusive du bénéfice des dispositions 
des articles 2, 3, 4. et 6 du pfésen‘t décret; elle 
est exercée avant 1e 191‘ mars pour chaque année 
ci‘vile. 

Art. 9. — Lors‘qu’un assujetti perd ce'tte qualité 
ou cesse son activité, 1e trédit ,de taxe déductible 
dont il dispose peut faire l’objet d’Jun tambour- 
sement pOur sofi montant total. Toutefois, pour 
les assujettis visés 5 Particle 3, ce r'embourse- 
ment ne peut porter que sur la fraction excédant 
1e crédit de référence défini audit article. 

Art. 10; — L’option pour l’assujettissement '51 

la taxe sur la valeur ajoutée prévue 5 Particle 
260-1 du code général des impéts est ‘reconduite 
de plein droit pour la période suivant celle au 
cours de laqueIIe les assujettis ayant exercé cette 
option ont bénéficié d’un des remboursements 
visés aux articles 2 2‘1 6. 

Art. 11. '— Les sociétés qui effectuent é titre 
habituel et principal les opérations' visées {1 

Particle 1er (1°) de la Ioi du 2 juill‘et 1966 
susvisée bénéficient du remboursement de leur 
crédit de taxe déductible non imputable résul— 
tan't de groits a déduction nés depuis le 1er j'an— 
vier 1972. Une demande de restitution peut‘ 
étre déposée, au titre de chaque trimestre civil, 
dés lors qu’elle porte sur un mo‘ntant minimum 
de 5.000 F.

_ 

Les crédits de take déductible au 31 décembre 
1971 détenus par ces sociétés ne peuvent faire 
l’objet d’aucun femboursement. 
Ces sociétés sont tehues de distinguer en compta- 
bilité les recettes provenant de contrats conclus 
postérieurement an 191‘ janvier 1972 ainsi que 
les droits £1 déduction visés au premier alinéa 
du présent article. 

Art. 12. —— Toute personne qui demande 1e
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bénéfiCe des dispositions du présent décret pent, 
5. 1a demande de 1’administration, étre tenue de 
présenter une caution solvable qui s’engag‘e, so- 

, 
lidairement avec elle, 5. reverse: les sommes dont 
elle aurait obtenu indfiment 1e remboursement. 

Art. 13. — Ne peuvent prétendre au bénéfice 
des remboursemetits prévus aux articles 2 2‘1 6: 
Les assujettis~ qui.pe1'1vent se prévaloir de l’ar- 

ticle 298-4 (4°) du ‘code ‘général des impéts; 
Lesupersonnes qui réalisent des opérations sou- 
mises a la taxe sur la valeur aioutée 2‘1 titre 

occasionnelu . 
- ' 

Art. 14. — Un décret en Conseil d’Etat fixera, 
ailant. le 1er janvier 1973, les conditions dans 
lesquelles les établissements publics pourront bé— 
néficier des remboursements prévus au présent 
décr-et. '. -- 

Art. 15;. —— 1. Par application de l’article 7 de la 
loi de finances pour 1972 susvisée, sont abrogés: 
L'articleJer de'la loi n° .70-601 du 9 juillet 

1970; 
Les articles‘ :271-2 c et 298—4 (2° [2e alinéa])‘ 
du code général des impéts, ainsi que l’article 

271-3 'du code susmentionné en 'ce qu’il a de 
contraire aux dispositions du présent décret. 
2.. Sent abrogés les articIeS‘2-16 ter (3°), 216 
quinquiex, 221-2, 227; 228 et 228 bi: de l’an— 

nexe II au-méme code. ' 

Art. 16. ~—— Le ministrc d‘e l’économie et dés 
finances et Ie secrétaire d’Etat auprés du ministre 
de l’économie et des finances, chargé du bud- 
get, Soht c'hargés de l’exécution du présent- dé~ 
cret, qui sera publié au journal official d‘e'la 

République- frangaise. 
Fait A Paris, 1e 4 février 1972. 

' Jacques Chaban—Delmas. 

" Par 1e. Premier ministre: 
Le ministrefle l’économig et de: finances; 

Valéry GiScard d’Estaing. 
_, 

. Le .recrétqire d’Etdt aupré: du minixtre tie 
‘ l’écozzomie e; tie: financexf 

cbgzrge’ dz; budget, 
Jean Taittinger. 
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Gree‘n’s Death Duties. 
7th Edition with 1972 Supplement. Main volume 
by D. J. Lawday. LLB. [Lond.], Barrister. and 
E. J. Mann, LL.B. (Lond.],‘both of the Estate 
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A. G. Nield. both Senior Examiners at the‘ 
Estate Duty Office. 

Complete work: 
£ 13.00 net. 0 406 21404 2 

Supplement only: ' 

' ‘ 

‘ 

' £ 1.00 net. 0 40621405 0 

Mellows' Taxation of Land 
TransactiOns 

By A. R. Mellows, T.D.', B.D.', LL.M..'Ph.D., 
_ 

A.~K.C., ,Sollcitor,‘ Director ofA Conveyancing Stu- 
dies at King's Cpllege, London. 

Price to be fixed 0 406 62390 2 

Morcom's Estate Duty Saving 
. 

and Capital Gains Tax 
5th Edition. By J. Brian 
Barrister, 

2‘. 44.80 net. 0 406 52704 0 

Morcom, M.A. [Oxon.] , 

Sergeant on Stamp Duties 
and Companies Capital Duty 
6th Edition. Editors: B. J. Sims, ~LL.B.. Solicitor, 
and E. M. E. Sims, Solicitor. Consultant Editor: 
A. K. Tavaré, an Assistant Solicitor of Inland 
Revenue. r. - 

£ 1269 net. 0 406 37029 X 

Overseas despatch charges: Orders of 
21 or less: add 8p; 23 or less: add 20p; 
£6 or less: add 3013; £10 or less: ‘add 
50p: £ 15 oryless: add 75p: £20 or less: 
add‘ ‘5 1.00; over 220: add £ 1.25. 

‘Buttérworths, 
' 

88 Kingsway, 
London wczs GAB, U.K. 
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UNITED KINGDOM 
Proppsals for a “tax credit”-system 

' The Budget Speech in‘Mczrc/a 1972 contained prapomls for 4 new ‘ftax credzit”-"‘ 
.rystgm‘. ‘TlJz': new approach will bring together la'rgé part; of the Briti permmzl 
taxation 41241 jovial .reczzr’z'ty Jyn‘emy. In October 1972 the Goilemmént prexénted 4 
“green paper” té ‘Pazrliczmemf deici'z'bz'ng t/ae new .rcheéne, Bemzue 
15/96 first two c/mpterx o'f tbef’jgreen paper” are. reprinted in f/a'is iriu'el 1 Dike? ' 

chapter: will be reprodzzced in later index. ' 

its jigm'fimnce 

Chapter 1 

Background to the Proposals. 

1. A complete merger of income tax and 
social security :— whatever its theoretical 
attractions —'— is impracticable both 0h 
grounds of cost and administrative conside- 
rations. It would not, fof example, be pos- 
sible to merge the administration of supple- 
mentary benefit with the income tax ma- 
chine, since it is' hot part of thé normal 
administration of income tax’to ~take'into 
account rent and rates and other special 
needs nor to respond immediately to chanl 
ges in‘ these factors.’ Nevertheless; there is 
undoubtedly. a degree of avoidable overlap 
between the two systems, and as each 
system, taken by itself, is Cémplex in its 
operation and expensive to administer, 
rationalisation and simplification Would 
'yield substantial advantages. 
2. Quite apart from the elimination of 
overlap between the two systems, there are 
complexities in the PAYE system on its mm which need to be simplifiea. This sys- 
tem has 6perated' faifly and will for neatly 
thirty years. But it _1"s' _'complicaf¢d and dif- 
ficult to undefstand. It requires the em- 
ployment of some 35,000 staff in the In— 
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land Revenue and perhaps is niafiy again 
in industry. It has been found'to lack “flexi- 
bility and governments of. both political 
parties have fdun-d it’ difficult to adapt it :to' 
accommodate changes that they have felt 
desirable. Nor would those "handicaps ha've 
beeti femoved even the system had :b'e‘efi 
operated fully by computers. The complex} 
ities of PAYE arisé partly from ,the- annual 
coding, énd partly from its cumulative “basis 
which requires the ,tax office to-‘maiintain’ 
contaét with all employees through: th‘eif 
employér no matter how frequently =It11‘éy 

change jobs"— and'thefe are éboutien rhil= 
lion jOb changes ayea'rv'Any major simpli- 
fication must start by avoiding the needlf'or 
these featufesf " "» ' "" 

'. 

3. The overlap between. the tw'o‘ Systems 
which exists in the a,rea.of' cash‘hbe'nefits' 
for families with children and ‘the Ihlé‘nd 
Revenue’s- dealings ’with the same. families 

l_. We acknowledge. that the following mafigrigl 
is British crown c'op'yright, reproduced with 'the 
pefmission of the Cohtrollexj of Her Brita'nni’é 
Majesty‘s'Stationéry-Office. ' '
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is a serious Problem. The combination of 
the full tax allowances and family a110- 

wances alone results in nine different rates. 
Nor can it really be said that the differing 
amounts have a logical connection with one 
another. As a result, the system of' family 
'supportis more costly to administer and 
more difficult to understand than is neces- 
sary. People in the tax field can benefit 
from tax allowances. A11 families with two 
or more. children can claim family allow‘an- 
ces, which are then subject to income tax 
and to a special tax deduction (the “claw- 
back”). A further set of increases for chil- 
dren is available to national insurance bene- 
ficiaries. LOW earners with children can 
claim family income supplement. 
4. Bet’Ween them these systems provide 
substantial help for those who are bringing 
up children on low incomes. But because 
the various allowances are either flat-rate, 
with entitlement defermined by reference 
to the number of children, or graded and 
selective by reference to age and ihcome, 
there is scope for simplification and inte- 
gration. Moreover, it would ‘be desirable 

that any change should be towards a ‘system 
that was more readily comprehensible than 
the present arrangements, so that a low 
income family could understand Without 
difficulty what help they were entitled to, 
and should also make its provisions avail— 
able, so far as possible, automatically — 
without a‘ separate means—test. 
5. As things are; a man who is receiving 
a family incbme supplement loses 501: in 

benefit if he increases his earnings by £1, 
and in some cases he may lose 35p2 as 

well in income tax and national insurance 
contribution, leaving him only 15p better 
pff. Cases where there is 50 marked a dis- 
incentive effect are of course excgptional, 
even if the possible loss of other means- 
tested benefits is taken into acc0unt. A 
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comprehensive scheme for cash benefits; 
however, with a constant tax rate running 
right through the range of normal earnings, 
would substantially improve this situation. 
6. The pensioners form another large group 
who in theory come within both the tax 
and social security systems; however, in 

practice many (if them are well’ below the 
tax threshold (Le. their incomes are too 
low to give rise to any liability to tax and 
they therefore get less than the full benefit 
from their tax allowances). On the social 
seCurity side the White Paper “Strategy for 
Pensions” has outlined a plan for the de- 
velopment of national insurance benefits 

and of occupational pensions which “will 
provide independence in retirement, with- 
out recourse to supplementary benefit, for a 
steadily increasing proportion bf the com; 
munity‘”. 3 But 'this is a long—term aim. In 
the meanwhile about two million pensio- 
ners receivé additional help from the sup! 
plemEntary benefit scheme, and there. 'are 
also two or: three million retirement Pen— 
sioners, including vgry many elderly wi- 

dows, t} are not eligible for supplemén: 
'taty benefit, but'have incomes only a'pourid 
or 59 above the supplementary benefit levél; 
VMany of them are finding it hard to ma- 
fiage on an "income which cannot attract the 
full benefit of the tax allowances under the 
present system. 
7. These problems led the GoVernmenf to 
seek, a way to simplify and reform the 

whole system of personal ta-x' collectiory 

and, at the same time, to improve the sys- 
tem of income support for poor people. 

2.. Assuming a basic rate of tax of 30 per cént: 
this; is the baéifi raté of tax under the unified 
sYstem provisionally fixed for‘ 1973/74 and it is 

faker; as the basic rate under the tax-credit 
" scheme for illustrative purposes throughout this 
' Green: Paper. 
‘ 3. Cmnd 4755, paragraph 16. 
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From this study have come the present pro- 
posals,- which go a long way to meet both 
's‘et's‘of pfo’bIEmS' within 'a.‘ single Scheme. 
8'. In the neXt chapter :the' scheme itself is 
descgibed in some detail -'(th9ugh the Green- 

~ Papef 'does not attempt to éoer- all the 
matters, ‘that will Eventually need? to :be 
settled, but which will first néed' to-‘be‘ con: 
sidéred in the, light of public -d'i's'cxission-).. 

Chapter 3 sets out the- simplifications in the 
income tax system which: aré inherent vinathe 
scheme. Chapter, 4 examines, fl1t¢¢ impar- 
taut, issues Wh'iéh 'it, raises. Chapter ‘5, Consi- 
ders its social impact and Chapter 6 its 

financial and bud'get’eiry implitat‘ions. The" 

asseSsments in this 'Gréen Paper bf the. 
effect55‘includig1g'the costs, bf the..sche;ine 
are throughout related not only to the 
illustrative lev‘e‘lsof’ credits ‘(seeupara‘gg‘raph 
9:) , «but also. to ,pres'entfl‘levels. .of Ipopula'tion, 
,in’COme, personal. ‘taxal'IOWancégs‘. and} scciajl 
security ‘benefits‘. As: is explained in para-. 
graph 11.7 below, by: {heutime the scheme 
could be implemented, all, these lcvels. will 
have changed, as. may“ the relativitie§ be; 
tWé’en them... To, the. extent towhieh: this, 
happens there will be cha'nges also Iifi the 
effects; and all the calculations which fol- 
low must therefore be fegagded‘ xas essena 
tiall-‘y ‘illfisfrative. 

' ' 

Chapter 2 

Theproposed new system 

ESSENTIALS OF THE SYSTEM 

*9. Those who came within the scheme 
would. receive. an entirely new form of tax 
credit fork-themselves and their faflfilies, 
Whiéh Wou’ldi take‘. the place ofr:th'el main 
income tax petsonal-allbwaqces :and “family 
alloWarIces. ‘_It will not be possible to'-$ett1e 
{the level of the Creditswuntil? 'close 't’o the 
daté at which the scheme :is'flto come into, 
Opegationy. but as issexplained in, Paragraphs 
96 to ~99 :belqw it has been aséuméd" for 
illustrative purposes in the Gwen Paper 
that the Credits Wéuld be £4 fora single 
Person, £6 for a married man and £2 for 
a: child} Thesé credits Weuld normally be 
available for those in work, and for occup- 
ational pensiOnefs ‘thrOu‘gh the 'empl'oyér; 
£015 people drawing natioml "ifisufancev'beJ 
nefit or otherwise temporarily vout‘of em- A 

ployment they Would. be available through 
the Department of Health and Social Se- 
curity, or the Department of Employment. 
The question whether child credits should 
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‘be paid -to the father-01th:: mother is how; 
ever_ a matter: which the Governm'entgrqgard

, 

as, entirely Open see paragraphs. 82 to 
'91? below? 
10. Each individual in the scheme would 
be issued) with a notification infarm‘ingihim 
of the amount (if-credit to: which he: Was. 
entitled, He 'WOulid give :thi‘s}. to his. arm 
.‘ployéir' or .mékg it available 3to the authority: 
from- whom- he was feCeiving -a pension, 
benefit'o'r other relevant payment. In mak: 
'ing payment of wages 'étc the employer 
or other payer would deduct ‘tax at the rate 
(if 50 per cent. Against this tax the em- 
ployer Would set the. amount of credit to 
which théjtaxpayer was entitled. If credit 
'éxceeded: tax, the difference “would be paid- 
to the, Ita'xpayefig, if'jtax, exceeded credit the 
differente wealdustandtas‘ a tax-deduction 
just like ,PAYE. 
'11.. The credits Would thus perform five 
distinct" functions; In the first plaqe they 
would, like the present income, tax- all'ow- 
anees, graduate any. income tax due broadly -

69



UNITED KINGDOM‘ '
' 

according t_o family circumstances, by off- 
setting in part or in Whole the tax that 
would be deducted from earnings, pension 
or national insurance bénefit. Secondly, the 
credits would~do something that‘the ta‘x 

allowances .do not do. Since they would be 
payable automatically week by week, they. 

would become a form of additional income 
to the extent tha't they exceeded the tax 
which was :currently' due. If the credits for 
the Whole tax year exceeded the tax payable 
for the year they would beat form of social 
benefit and would Provide‘aVne‘W means of 
income support. :

‘ 

12. In any pay Period in which mefcredit 
was not fully used by being set against tax. 
the unused credit would be paid out as an ‘ 

addition to the wage or salary; there woul'd 
therefore never be any need to carry for- 

ward unused credits. This differs from the 
Present system, If, under.PAYE, a person’s 
earnings in a par'ticular-Wecksfall below 
his ‘tax threshold the part of his -tax.éllow- 
ances that is not used may have ‘to' be 
carried forward for use. . 'in subsequent 
Weeks, or béckward to give a repayment of 
tax paid in previous weeks. This 'is because 
both pay and tax are accumulated through 
the .whole bf the tax-year. This “cumul- 
ation” would no longer be necessary" under 
the.tax-credit system. 

WHO WOULD BE IN THE SCHEME 
13. The scheme would apply to. people 
who regularly work for an employer, to 

office holders, to retirement pensioners and 
people in ,receipt 'of other national insurance 
benefits and to certain people who have 
retired from employment with 'an occu- 
pational pension before reaching the quali- 
fying age for national insurance retirement 
pension. -

. 

14. For the reasons set out in paragraph 92 
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it would be necessary to have for employees 
a minimum qualifying level of earnings for 
entry to the scheme. The level proposed is 
that which will bring an employee into lia- 
bility for earnings—related national insur— 
ance contributions as a Class I contributdr 
under the Government’s new pension pro: 
posals. The White Paper “Strategy for Pen- 
sions” indicated that the minimum qualify- 
ing level ‘for ' contributions. to the new 
scheme would be set at about one-quarter 
of average male industrial earnings 4: in 
présent terms this would be about £8 a 
week. 
15. The credits would be payable if a per- 
son qualified for any of the principal bene- 
fits of the national insurance scheme. A 
l-humber of these benefits which are at pre- 
sent tax free — unemployment, sickness 
and injury benefit, maternity allowance and 
invalidity Pensio'n —‘- would, as a corollary 
to their giving title to a tax cfedit, become 
subject to tax, as was the original position 
under the national insurance scheme. This 
would remove the Present anomaly Where- 
by tax-free benefits are paid in place of 
taxable earnings. Where national insurance 
benefits were taxed in ’this" w'ay people-Who 
qualified for them but who were normally 
self-employed would, while on benefit, 
come temporarily Within the scheme and 
redeive credits; the. tax paid and credits 

received would then be taken into account 
in assessing their annual tax liability under 
Schedule D.

u 

16. It is not proposed to bring within the 
‘liability to tax either attendance allowance 
or the pensions paid on account of war or 

‘ industrial disablement; at the same time 

~_ 4, Cmnd 475,5, paragraph 40. 
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these pensions and allowances would not of; 
themselves give entitlement to credit where, 
(exceptionally) this did not already' exist. 
17. Child credits would be at a sufficient 
level to replace; the increases of short-term 
national insurance benefit which are pays 
ablegfor dependent children; But to the 
extent that the Special. children’s allowances 
payable to‘ widows and to invalidity.and 
retirement pensioners were higher than the 
child credit, the balance Would continue, to 
be .paid. as a taXable benefit within the 
national insurance scheme.- ’ '-

- 

18;- The scheme would also extend to any; 
one with A flat-rate national insurance re- 
tirement pension: or 'fwidowfs benefit 
whether this was~at the‘ful'lf or a- reduced 
rate. and regardless of the class~-o£.contri- 
bution‘on which It was based. Wei: Widows 
and women .With ‘widows’ behefitsmnder 
the industrial injuries":schemerwould also 
be included. The" majority‘ of" retirement 
pensioners and Widows. do notat present 
Pay income tax because their incomes are 
below the tax threshold. For them, as for 
invalidity pensioners, the deduction of tax 
and the aWard of the credit would normally 

' result in a significant net increase in‘ their 
income. -

' 

19.. There are many people who retire 
somewhatbe'fore the ggé'at which national 
insurance retirement pensiOn is paid.. If 
they received, a pension: which, took thé 
place of full-time earnings and. which-was 
abové :the qualifying level for admiSsiOn 
to the scheme, that is, imminent terms £8 
a week, they would' remain within the 
scheme.- Where a person had: retired: only, 
a few years b¢for_e becdming entitled 'to' nai 
tiOnal insurance r'etirement‘pension, conti—

I 

unity of credit entitlement would be~parti+ 
cularly desirable. It [is-therefore proposeii 
that a Person who hédl'been Within the 
scheme for. a~substantia1 period? and retired 
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on .pefision shortly before reaching State 
retirement age should Con‘ti'nue- to-~quali£y 
for. tax credits, even though _his pension 
Was below, £8 a Week. To qualify in.=these 
circumstances he would have to haVe.;a pen- 
sion'or annuity from approved supermmu-~ 
ation arrangements of an amount at least 
equal to the minimum level of flat-rate 
national insurance retirement pension, cur- 
rently £11.89 a week. He would not how- 
ever be eligible -to ~re'mait‘1 within the 
scheme if he ‘took up self-employment. 
Since the main purpose would be to bridge ' 

only a relatively short gap in= membership 
of the scheme it would seem reasonable to. 
éonfiue it to those who had reached the age 
of' 60. _ .. 

20. On the basis set-out above about 90 
per cent of the adult ,pOpulatiOnnand‘ their 
dependants would be in the. scheme. For 
reasons Which are; discussed in payagraphs 
92_to 95 below, the scheme would not —-—; 
at least at the start — include the self—em» 
played or those Outside the field of em- 
ployment altogether (unless they qualified 
on other grounds: for example, as national 
insurance pensioners). -

I 

21-. The. positionn-‘o'f' working Wives needs 
special consideratidn. The husband would 
normally receive the higher rate of credit 
in just the same way as at. present he re- 
ceives the married tax alloWance. The im- 
portant issue is the future of the wife’s 
earned income relief, which is given in 
addition to the married allowance. For- the 
reasons set out in paragraphs 74 to 81 be- 
low, ‘the relief would continue to :be given 
as a. tax. allowance against the wife’s ear- 
n'ings and would not be converted into a 
credit; This would mean that in the normal 
case the married-woman at work would 
hot be; within the scheme in her own right. 
22. The Wife’s earned income relief would 
as 'at presentalso apply to an occupational 
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pension or to a national insurance benefit 
earned by the Wife’s own contzibutions, but 
not to a ,xetirement pension based on her 
husband’s contributions. 
23; In the very fe_w cases where the hus- 
band Was not within the scheme and was 
not self—employed the wife would, excep- 
tidnall§, be entitled as the family breadwin- 
neg to the credits appropriate to the family, 
if her own circumstahces qualified her 
udder the general rules for entry to the 

scheme. 

'24. Summm'y 
(1), Th? following groups Would be in- 

cluded! 
I " . " 

(4) any employed persqn normally 
eai'nihg above the qualifying le- 

vel, ih present terms about £8 a 
week; - 

all the main national insurance 
beneficiaries, both long" and short 
term; 

(6) most occupational pensioners 
' (subject to the limitations set out 
.in paragraph 19 above). 

Married women at work would con- 
tinue .to reéeive wifeis earned income 
relief as a tax allowance. Where a 
mgrried woman wés thé breadwinner 
she would receive credits fo'r her fa- 
mily if she came Within any of the 
categories in the preceding paragraph. 

(5) 

(2) 

THE NEW CREDITS 
‘25. There would be only three rates of 

' credit: (1): for a single man 0; woman, 
' (2) for a married couple, (3) for each 
dependent child. The credits would be ex- 
pressed in weekly amounts (converted f0 

monthly. amounts'for those in monthly paid 
employment). If a change in persdnal cir— 
cumstances occurred, e.g. marriage, or the 
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birth of a child, the fevised credit would 
normally be payable with effect from the 
week in which the change occurred. Thus 
for the year in which the child was born 
the child credit would be due for the ap- 
propriate part of the year,_ zle. for the Pe- 
riode after the date of birth. Similarly in 
the year of marriage the Wife would receive 
the single credit up to the date of marriage 
and the wife’s 'earned income relief there:- 

after' (the husband of course would alsb 

receive the married credit from the date 
of marriage) ., The levels at which credits . 

might: be fixed are discussed in paragraphs 
96 to 99 below. - 

26- For those Within the scheme, credits 

would be available in respect of a wife and 
children resident in this country. The Unit- 
ed Kingdom is also a party to a number 
of reciprocal agreements with other states 
whereby families not in this tountry aré 
treated 'as resident here for the purpose of 
certain national insurance benefit claims. 
On entry to the EEC this arrangement 
would extend to Claims fdr family allow- 
ances. In all such cases there could similarly 
be a commitment to pay tax credits under 
the new scheme for dependants overseas. 

The position of families abroad in countries 
with whom we do not have .such agree- 

ments would however require further study: 
at present family allowances, unlike income 
tax child alloWances, are not normally given 
for children abroad. 
27. An important feature of the scheme 
is that‘a person who had singlehanded res- 
ponsibility for bringing up children would 
be entitled to the married rate of credit. 
The income tax 'sys'tem already recognises 
the special position of the single parent by 
granting an additional personal allowance 
for the children .and' the FIS scheme allows 
the same scale of benefits whether there 
are one or two parents in the family. The 
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new credits would provide a valuable source 
of help for a person bringing up children 
on his or her own. 
28. There would be a single rate of credit 
for each dependent child, which would not 
vary with the age of 'the child, the number 
of Children in the family, or the income 
of the child. This credit would take the 
place of family allowances, which would 

7 
cease on the introduction of the scheme. 
It is a major attraction of the tax-credit 
system that the present family support pro- 
visions can'ber simplified. It is an important 
element in this simplification — for em- 
ployers, taipayers and Government alike -— 
that the credit for each child sho'uld be at 
the same rate. To protect the position of 
families with older children who at present 
qualify for a higher rate of income tax 
child allowance, a relatively generous rate 
of child credit would be needed: its level is 
considered in Paragraph 98. 
29. The credit would continue so long as 
the child was in full-time education. In the 
normal case in Which the child completed 
his or her education at the end of a summer 
term the. credit would cease from a common 
fixed date following the end of the term, 
30. The present income tax child allowance 
is reduced if thevchil-d’s own income ex- 
ceeds a certain amount. Such a restriction 
in the new scheme would give rise to great 
administrative problems. The child credit 
would therefore be paid in full irrespective 
of the child’s own income. In calculating 
the tax on the child’s own income however 
only a reduced personal allowance would 
be given; the value of this would corres- 
pond to the level of income which the 
child can now- receive without affecting 
the parent’s child allowance. The restriction 
,in the allowance would end in the year 
in which the parent ceased to receive the 
child credit. 
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PERSONAL ALLOWANCES 
CORRESPONDING TO THE TAX CREDITS 

31. Those who were not within the tax- 
credit scheme would receive personal tax 
allowances corresponding in value to the

. 

single, married and child credits excluding 
the standard expenses deductions (see para- 
graph 59). Where a person was within the 
scheme for part of 'the year only (ag. if he ‘ 

entered or left self—employment) he would 
receive tax credits for the weeks f0: which 
he was within the scheme and correspond- 
ing personal allowances for the remaining 
weeks. 

HIGHER RATE TAX 
32. For those liable to tax at higher rates 
under the unified tax system which is to be 
introduc'ed_from 6 April 197.3, the main 
personal tax allowances would continue to 
be given against higher rate tax, both for 
those 'within the tax-credit scheme and 
those outside it. From 1973 onwards the 
deduction of tax at higher rates will be 
merged with the ordinary PAYE system: 
about 150,000 taxpayers will be affected. 
Similar unified arrangement; would con- 
tinue under the tax-credit system. The tax 
deductions would be on a non-cumulative 
basis; if this resulted in an overpayment of 
‘higher rate tax, the matter would be put 
right in the assessment made at the end 
of the year, which would also take account 
of other income.

L 

33. In calculating deductions of higher rate 
tax the main income tax personal allow~ 
ances, z'.e. the single and married allowance 
and the child allowance, would be given 
currently; similarly the other reliefs (in- 
cluding in particular interest on property 
loans) would be allowed by repayment of 
tax at the end of the year. If a person

73



UNITED KINGDOM 

liable at higher rates had two or more em- 
ployments,lemployers might be asked to 

make deductions at special rates to approxi- 
mate as closely as possible to his true liabi- 
lity. 

' 

-
' 

54. A married couple whose earnings joint- 
ly took them into liability for higher rate 
tax but who elected to be taxed separately 
on their 'earnings would havé‘ fax deducted 
during the year as if 'they were two single 
persons each receiving the single credit 
against their respective earpings. 
35. A system of non—cumulative deductioné 
involving more than one rate of tax tends 
inevitably to result in some overcolleétion 
of tax, partimlarly where earnings fluctuate 
above and below the starting Point “for 
higher rates, or if earnings for a period 
mo‘ve up to a higher rate band. The nu‘mbeif' 
of people affected would be relatively 
small. Nevertheless it would be'importarit 
to devise Procedures to avoid this where 
earnings rose exceptionally above the point 
of higher rate liability in a particulai' week, 
e-.g. because of a special bonus or a retro- 
spective pay adjustment. There will bacon- 
sultations to see whether satisfactory and 
workable rules can be'devised. ‘ 

ADMINISTRATION OF THE SCHEME 

How't/ae credit: would be paid 
36; A card would be sent to every employ- 
éd person within the scheme showing his 
credit entitlement — i.e. single, married, or 
family with one, two, etc children. He 
would hand the credit card to his employer 
so that he could be paid the appropriate 
credits week by week (or month by month 
in the case if monthly-paid staff) with his 
pay. .»

‘ 

37. PAYE in its present form Would go. 
Employers would deduct tax from pay — 
generally at the basic rate —:- on a non- 
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cumulative basis. The new system would 
work as follows. On making a payment of 
wages, salary or pension, the employer 
would look up the tax due at the basic rate 
and'deduct'it from the pay. (He would 
also make any additional deductions that 
might be required —— see paragraphs 32 
and 71). He would then add the credit 
for the relevant pay period at the rate 
shown by the employee’s credit card. Thus, 
if the tax was greater than the credit there 
would be a net'- deduction from the em- 
Ployee’s- pay; if, however, the credit was 
more than the tax there would be a net 
addition to the pay. Deductions from pay 
on account of national insurance contribu- 
tions would cohtinue to be made separately. 
58. Employers would 'be responsible for 
paying credits .to all employees for whom 
they held a cfedit card. When an employer 
took on a'new employee he would normally 
Pay credits from the first pay day; but pro— 
vision would also be made for him to Pay 
credits which had not been issued for pre- 
vious Weeks — usuallyhbecause the em- 
ployee had had a short gap between em; 
ployments without qualifying'for national 
insurance benefit. DisCussio’ns will be held 
with employers’ representatives and Vvith 
the trade unions to work out th'es’e' arrange- 
ments. Any credits s't-i‘ll remaining unpaid 
would be dealt With after the' end of the 
tax year; When an employee left an em- 
ployment his employer wOuld hand the cre- 
dit card back to the exployee for use at his 
next employment. He would at the same 
time give him a certificate of pay and cre- 
dits received and income tax and national 
insurance contributions paid in the. em- 
pIOyment. 
3.9. A pérson7who had two or Ignore em- 
pIOyments éoncurréntly would normally ob; 
tain his‘ Credits wthrough his main employer 
by depositing the credit card with him; 
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tax would then be deducted at the full 
basic rate from the pay from the other em- 
ployments. If sOmeone was tempdrarily 
without his credit card, because ‘he had lost 
it or failed ‘to_ obtain it from his previous 
employer, an _ emergency procedure. would 
operate on the lines of the PAYE emer- 
gency coding; Subject to suitable safe- 
guards, this would allow him a single per~ 
son’s credit.vs;hile matters were sorted out. 
This procedure would also' covgr anyone 
who' enteged qualifying employment be-. 

fore beingvissued‘ with at- credit card; 
40. Payment pf} credits would continue 
duripg period's" 9f entitlement to national 
insurance benefit; as explained in para- 
graph "15, Those getting unemployment 
benefit would receive their creditsrtthrough 
the employmem exchange. If someone who 
was Was -still receiving pay from his 
employerhe .Would normally continue t9 
receive his credits from his employer too; 
indeed, it" would: probably be convenient 
to mgkg the. payment pf‘ credits generally 
an employer’s.‘tegporisibility during the first 
Weeks of sickness. If; however, 'sigkness 
was prolohged the credits would be made 
available thfough the offices of the De.- 
partment of Health," and Social Security. 
If supplementary benefit was claimed, 
either in this 'case or in any other gap in 
employment; the credit would be fully. 
taken into a‘ctount as One of the claimant’s 
resources in reckoning his entitlement. Tax 
at the basic rate Waul'd be deducted from 
unemployment, sickness and invalidity be- 
nefit; supplementary benefit would» not of 
Course be 'téxed. 
'41. Thelpredits for retirement and Widow 
pegsign'ers. would be taken into, account 
together with a deduction of' inborrie tax at 
the ,basicirate in firtivizig at the amount of 
their pension -to be, ShOWn on the pension 
order b00k._ Since pepsioners would re: 
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ceive their credits with 'their benefit they 
would not, if they entered employment, 
have a credit card to give to their employ- 
.et. In such a case the emplOyer- would de- 
duct tax fflom all“ the wages paid; thiS‘ 
would produce the right result automatical— 
ly. . 

, u

' 

42. To avoid problems for someOne who 
was normally within the scheme but who 
was temporarily out of employment and 
Could not draw his credits became of ineli- 
gibility for either sickn_ess‘ 0r unemploy- 
ment benefit, credits would ‘be‘allowed' to 
continue during a' "period? of sh'o'rt' duration 
in which the qualifying conditions foncre- 
dit were not met. Apart from :this, Where 
a pErson' ceased—to 'b'e éntit‘led' t6 be Within 
the scheme credits ‘Would continue until- 
the end‘ of the income tax year only so * 

‘long .as the person remained it). ¢fnploy4 
merit (evenz'thOugh- earning Less than £8 a 
week) or, If he was out of .a j‘ob,‘ only fof 
so-long as he was registered “for wofk~a't 
the employment exéhan-gé. At the end of 
the year, unless he had meanwhile re-en- 
tered’ employment with earnings above the 
qualifying level or had'become‘ a nationél 
insurance beneficiary, he would not ‘be eli- 
gible to continue within the scheme and 
would not be issued With a new credit catd 
until he came withirr’it again. . 

'

- 

43;. ‘Some‘ people will. m0ve b‘et'v‘veen‘ emf 
pl‘oyment and self-employment in the c‘bur- 
séof awyear. For that partvfif the year For 
.which they were notenfitl‘ed to Credits tHe‘y 
Would be able: to claim personal tax allo: 
wances. These could" 'bé used' against the 
inCome tax which they had paid at any 
time during ithe year, to- the extent that it 
exteeded the credits that they had actually 
received. It would be necessary for ltho'sé 
concerned and 012116135"t had ‘cl‘aimé‘to 
repayment of income fax; to keep their cer- 
tificates of pay 'and tax from each-employ; 
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ment so that their claims could be dealt 
with speedily at the end of the year. 

Adjustment: at the end of tlae year 
'44. Nine out of ten taxpayers within the 
scheme would- need no adjustment of their 
tax liability at the end of the year and the 
proposals outlined in this and the next. 

chapter have been specifically designed to 
achieve this end. Adjustments would be 
necessary, however, where for example a 
person was liable to higher rate tax or to 
the investment income surcharge, or Where 
h; was entitled to reliefs which could not 
be° given through the mechanism of the tax- 
credit system. 
45. Claims to the income tax personal ale. 
lowances that would remain for some mem- 
bers of the scheme would also be dealt. 

with by gepayment after the end of ‘the 
‘year’. Th9 rcpayment would be limited to 
the excess if any of income tai: paid over 
credits received, because only to this ex- 

tent would there have been any net liability 
to tax. 

Running the .rc/Jeme 
46. The way in which the scheme would 
"be administered will be the subject of fur- 
thcr detailed study. Computers would be 
used for the issue of credit entitlements 
and for such end of year tax adjustments 
as were still needed, but the aim would be 
that people would deal with a local office 
wherever possible. Within the Inland R'e- 
venue some PAYE work has had to be. 
moved out of London to the regions be- 
cause of Staffing difficulties and this work 
would mostly remain Where it is; so also 
would the work that has béen centralised 
in preparation for automation, including 
that at'East "Kilbride. 

‘ 

47; The proposals for a tax-credit system 
as outlined in this Green Paper would en- 
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TAXATION 
1N 
AUSTRALIA 
A GUIDE FOR THE 
INTERNATIONAL 
INVESTOR 
Investors in Australian business can 
keep fully informed of current tax 
legislation-and developments down un- 
der. 
Butterworths offers a choice of three 
high speed services which cover the 
following: 
' Four-volume coverage of the ENTIRE 
Commonwealth Assessment Act with 
annotations: * 

' Monthly and weekly updating Bulle- 
tins which include comprehensive notes 
of Tax cases and advance infozmatiOn 
on proposged legislation. 
Two monthly reporting services cover- 
ing leading tax cases. 

- Australian Income Tax Guide provid- 
ing expert interpretation and advice. 

- Four optional volumcs covering othe_r_ 
aspects of taxation. 

‘
' 

Let Butterworths Tax Service be your 
guide to the Australian, Tax scene. Ask 
for more information now. 

"fiififiéifiififibfifiéfifififififiw 
Please send more information about 
BUTTERWORTHS TAX SERVICE 
NAME/FIRM: ................................... 

ADDRESS: ..................................... 

COUNTRY: 
SIGNATURE: 
DATE: .................. 

Mail to:
' 

BUTTERWORTHS 
PTY. LIMITED 
BOX 454,'P.Of 
CHATSWOOD. N.S.W. 2067 
AUSTRALIA

~ 
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able an eventual saving of some 10,000 to 
15,000 civil servants to be made. It is 
hoped that these reductionsin staff could 
be achieved to a large extent through the 
process of nafural wastage. The Govern- 
ment will be discussing the implications of 
the scheme with the repifesentatives of the 
staff who would be affectéd by it. E 

i 
V; 

Timetable 
48. The changeover from our present 'tax 
and social security arrangements to the' 
new system of tax‘ credits would be' an 
enormous undertaking requiring most care— 
ful planning. This and the necessary pre- 
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paratory work for a Computer system on 
the scale required must take a considerable 
time. If the tax-credit scheme on the lines 
set .out in this Green Paper Is generally 
acceptable, the Government would hope to 
introduce the necessary legislation fbr it 

during the Course of the present Parlia- 
mentz but the preparatory Work before such 
a massive change could be made would 
take a good deal longer. It wOuld take 
some five years to bring the scheme into 
operation but the timetable must depend 
on when a Parliamentary Select Committee 
might report and on the timing of the'lé- 
gislation. 
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JOHN. N. TURNER *: 

CANADA: BILL C . 222** 
A few days after the election, the Prime 
Minister stated the government’s intention 
to put Bill 0222 backon the order paper 
when Parliament returns to work. 1 
I renewed that pledge earlier this month. 
I repeat it tonight. 
We want to get on with this budget bill. 
In addition to the manufacturing incentives, 
I will discuss later, Bill? ‘C-222 included a 
number of personal tax changes. For ex- 
ample, we want to increase the special vex— 
emption for persons 65 and over to 
$ 1,000 from $650, and v'tg do the same 
thing for blind and disabled persons, We 
want to introduce a new, $. SO-a-month tax 
deduction for full-time students underta- 
king post-seconda‘ry education or training, 
and we want to expand the kind of medi- 
cal care and treatment expenses Which 
qualify .for tax deduction purposes.’ 
Bill 0222 also proposed a number of 
changes in the Income Tax Act arising 
from tax réform, and while I am not here 
to talk about tax reform tonight, it’s not a 
su‘bjectthat I will tiptoe past now_or in 
the future. 
Tax reform has taken on a meaning [of its 
own in Canada — the Carter RepOrtQ, 
white paper and reform legislation of 1971. 
In a more general sense, of course, reform 
is an ongoing thing. The annual brief of 
the Canadian Bar Association and the Ca- 
nadian Institute of Chartered Accountants 
(C.I.C.A.) made this point last March in 
discussing continuity of reform. I ‘certainlfr 
do riot intend to treat the Income Tax Act 
as something sacred ‘or unchangeable. I will 
deal with it in my capacity as Minister of ‘ 

Finance as I dealt with the Criminal Code 
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While I was Minister of Justice. Only if 
our laws command respect will they be ob- 
served, and they will not be respected if 
they are allowed to become out of date, un— 
fair or unworkable. ' 

So I have said that I want to smooth out 
the rough edges of tax reform. We will 
continue to look' at changes related to the 
legislation enacted in 1971. The govern- 
ment is already committed to review the 
definition. of charitable organizations; the 
taxation of agricultural producers; the 
taxation of retirement income plans; and 
the taxation of international income. And 
this is not an exhaustiverlist. 
In this connection I might mention one 
alleviating Chang: concerning the payment 
of special tax-free dividends out of old 
surpluses. Many corporations have tripped 
up in the early months of the new system 
by not filing the proper elections, at the 
time of the special dividend but we are 
now prepared to recommend acceptance, of 
these late elections up to the end of this 
year. 
The proposed change in the law would 

* John N. Turner, Q-.C., M.P., RC. is currently 
Finance Minister. 
** Text of an Address to the 24th Tax Con- 
ference of the Canadian Tax Foundation, Tbi'on- 
to, November 28, 1972. ~ ' 

1. Bill C-222A(an Act to amend the Statute law 
relating to income tax). 
2. Report of the Royal Commission on Taxation 
1966.
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CANADA: BILL 0222 

validate any late election under subsection 
.85 (1) 3 providing 
(a) it was made by December 31, 1972 
(b) it was valid in all other respects 
(c) there was, at the time the special divi- 
d'end was paid, a directors’ resolution or 
other written authorization which clearly 

indicated the corporation’s intention to 

have the dividend come from pre-1972 
surplus. 

As practitioners and as members of this 

FOundation you are concerned not just 

with the results [of tax policy formulation, 
but with the method of making policy as 
well. The annual submission of the Bar- 
C.I.C.A. joint committee made both de— 

tailed recommendations on provisions of 
the Income Tax Act and general sugges- 
tions about procedures the government 
should follow in the policy process. 
I agree entirely with the View taken by the 
committee that the private sector can offer 
valuable assistance in the preparation of 
detailed legislation. It malg'es good sense, 
and in fact we are already moving along 
some of the lines laid out in the brief. 
Certain traditions of budgetary secrecy and 
parliamentary process must be‘observed in 
both the policymaking and legislative 

phases of government. I will not hide be- 
hind ’these traditions or use" them as ex— 

cuses for lack of consultation‘ and com— 
munication with tax experts. But we must 
all recognize that such restraints do exist. 
I am not sure that a formal advisory 

body as suggested by the brief is consistent 
with our obligations to Parliamenfi'or suf- 
ficiently flexible for its intendedr'purpose. 

I would like to reserve further comment 
on that point. However, we intend to 

draw on profgssional, outside advice r'n'ore 

frequently. We also aggec; that the ad; 
vance Publication of 'regulations in' draft 

form is useful —— both to permif'_-cof3 
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porate managers and advisers to assess 

their positions sooner and to attract com- 
ment on our progress in translating policy 
into Precise and workable rules. We have 
followed this procedure pretty consistently 
for sOme time. 

‘ 
In addition to tax reform amendments and 

3. The text of this section reads: 
SEC. 83. Dividend out of tax-paid undijtributed 
wrplw or 1971 capital Jurplus. 
(1) Where at any particular time after 1971 a 
dividend becomes payable by a Canadian cor- 

poration to shareholders of any class of shares 
of its capital stock, if the corporation so elects 

in respect of the full amount of the dividend, 
in prescribed manner and prescribed form and at 
or before the particular time or the first day on 
which any part of the dividend was paid if that 
day is earlier than the particular time, the fol- 
IOWing rules apply:

‘ 

(a) the dividend shall be deemed to be payable 
out of the corporation’s tax-paid undistributed 
surplus on hand to the extent that the portion 
of the dividend designated in the election to be 
payable out of such surplus does not exceed the 
corporation’s tax-paid undistributed surplus on 
hand immediately before the particular time: 
(b) the dividend shall be deemed to be payable 
out of the corporation’s 1971 capital surplus on 
hand to the extent that 
(i‘) the amount, if any, by which the portion of 
the dividend designated in the election to be 
payable out of such surplus exceeds the cor- 

poration’s 1971 undistributed income on hand 
immediately before the particular time, 
does not exceed

' 

(ii) the corporation’s 1971 capital surplus on 
hand immediately before the particular time; 
(5) no part of the dividend shall be included 
in computing the izicome of any shareholder of 
the corporation by virtue of this subdivision; 

and
' 

(d) in. computing the adjusted cost 'base to 

any shareholder of the corporation of any share 
of the capital stock of the corporation owned by 
him, then: shall be deducted in respect of the 
dividend an amount as provided by subpara- 
graph 53(2) (4)'(i) . 
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personal income tax changes, Bill C-222 
proposed two basic changes affecting ma~ 
fiufacturing and processing corporations — 
a two-year write-off for their machinery 
and equipment and a lower corporate tax 
rate on their profits. I intend tonight to 
speak for a few moments about the second 
of those char‘lgesé the reduced rate. We’ve 
been working hard to dévise rules to im- 
plement the proposal that will be asiair, 
effective and uncompliCated as pbssible. I 
thinkyou will be interested in out pfogress 
with what technically is a complex pro- 
blem. 
If I may review the measure quickly, Bill 
C.-222 proposed 'to reduce to 40‘ per cent 
the top rate bf corporate tax applicable to 
manufacturing and processing profits carn- 
ed in Canada. ‘4 At the samé time; the ef- 
fective gate of corporate tax applying to 
manufacturing, and processing profits earn- 
sd in Canada and eligible for-the smalf 
business deduction would be .zgeduced to 
20 zper‘ cent from 25 per c’ent. These 
changes would be effegtive January 1, 
1973, even if appto'ved by Pagliament at a 
later date. - 

r 
r 

-

‘ 

My budget speech explained the reasons 
for this step. I spoke of the importance of 
spurring production and emplOyment in 
manufacturing industries, of the impor- 
tance of these industries to the growth of 
the economy as é Whole, and of the need 
f0): .fhem to form the leading edge of 
technological advance in thisl country. 
If we are to sustain and impr0ve Our ‘p’o— 
sitiOn as a trading hatior}, we cannot do 
so Withbut a strong manufacturing sector, 
But we find ourselves in a, pexiod of in- 
tensified competition frorn foreign manu- 
facturers, in 501116 instances supported ’by 
export subsidies pr protectionistmeasures. 
I, took' some time during the budget 
speech. to explain how the positions of 
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other 'econémic' sectors differ in my View 
from that of manufacturers and ‘processors. 
I spoke of the incentives already available 
to the resource industries. 1‘ discussed'the 
SOmewhat more sheltered position, of ser- 
vice industries, and the very great adjust; 
’me’nts already made 'by the agriculture and 
fishing industries, with the help of. wide- 
ranging programs of government assistance. 
So the Policy is quite clear. We want. the 

,4, The rate of corporate income taxrfor 1975 
is 49%, Section 18(1) of Bill C-222 inter alia 
pmvjdes for a specifilucredit of 9% in this case. 
18. (1) The said Act is further amended by 
adding thereto, immediately after section 125 
thereof, the folloWing section: 
Dedmtion from carpqmle tax: 
Manufacturing and procening profit: . 

125.1 (1) There may be deducted from the tax 
otherwise payable und'ér‘ this Part ‘By a Cérpo- 
ration vfér a: taxation year an‘ amount equal to 
the aggregate of 
(a) 9% ofvthe lesser of 
(i) the corporation’s Canadian manufacturing 
and processing profits for the year, and! 
.(ii:) ~the amount, if any, .by which the cerporzi- 
tionfs. taxable income for the year exceeds the 
aggregate of 

_
. 

“('A) where the year ends after 1976, the l'esser 
of the amounts determified Under paragraphs 
124(2) (21".) and' (b) in respect of .the corporation 
fdr the year, 
(B) the least ofithe amounts determined under 
paragraphs 125(1) (21) to (d) in respect of the 
corporation for the year, ’ 

(C) 2 times the aggregate of~amounts deducted 
under subsection 126(2) from the tax for the 
year'otherwise payable under this Part by .the 
cotporation, and ~ - . ‘ 

(Di): the amount, if any, by which the'aggre- 
gate of the Corporation’s Canadian investment 
income for the year and its fOreign inVeStinent 
income for the year (Within the meanings 
assigned by subsection 129(4).) exceeds the 
amount, if any, deductible under paragraph 111 
(1)(b‘) from the corporation’s income flat the 
year; '

'
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application of the Policy to be clear as 

well. Grey areas in tax administration are 
no more popular with governments than 
with taxpayers. 
To apply the reduced rate, a taxpayer must 
be able to answer two questions: 
Am I carrying on a manufacturing or pro- 
cessing activity? ' 

If I am, how much of my business income 
is subject to the reduced rate? 
The first question is easier to answér than 
the second. It was possible for us to incor- 
porate some general rules and some spe- 
cific exclusions in the bill itself. 5 Since 
then, We have announced that the govern- 
ment would not try to define exhaustively 
the terms “manufacturing and processing” 
as such. - 

The bill excludes certain ac'tivitieé, such as 
farming or fishing, logging construction 
and various activities associated with mi,- 

neral extraction. The bill alsd limits use of 
the reduced rates to corporations whose re- 
venue from manufacturing and processing 
is more than 10 per cent of their business 
revenue. 
Rather than attempt to define the terms 
themsel'ves, manufacturing and'processing 
would be given the common usage based 
on’ accumulated experience, on the court 
decisions which .already exist and on the 
decisions that can be expected to appear in 
future as industrial activity changes. 
We have stated the View that any catalo- 
gue of the activities in Canadian industry 
would quickly become out of date; It 

seems to us to be much more realistic to 

proceed on the basis of an existing con— 
sensus and practice, written and unwritten. 
In marginal cases Where the taxpayer is 

uncertain about the character of an activity, 
I want to state again that the Department 
of National Revenue has undertaken to 

provide advance rulings and interpreta- 

9O 

tions. Until Bill 0222 becomes law, these 
interpretations and rulings cannot be bin- 
ding. But informal opinions available in 
the meantime will help taxpayers to pro- 
ceed with business decisions. 
When a taxpayer determines that he is in 
fact carrying on a manufacturing or pro- 
cessing activity, he mast address himself to 
the second question, that is, how much of 
his income will be eligible for the ma- 
nufacturing rates. - 

We have wrestled with this Problem 

5. Section 18(3) provides in this respect: 
Definitiam ' 

(3') In this section, 
“Canadian manufacturing and procem'ng profits” 
(a) “Canadian manufacturirig and processing 
profits” of a corporation for a taxation year 
means the amount, determined under rules pres- 
cribed for that purpose 'by regulation made on 
the recommendation of the Minister of Finance, - 

of the corporation’s income for the year from 
the manufacturing or processing in Canada by it 
of goods for sale or lease; and 
"Manufacturing or proceuz'ng” 
(b) “manufacturing or processing" does not in- 
dude 
(i) farming or fishing, 
(ii) logging, 
(iii) construction, 
(iv) operating an oil Or gas "well, 

(v) extracting minerals from a mineral resource, 
(vi) processing, to the prime metal stage or its 

equivalent, ore from a' mineral resource, 
(vii) producing industrial minerals, 
(viii) producing or processing electrical energy 
or steam, for sale,

' 

_ (ix) processing gas, if such gas is processed as 
part of the business of selling or distributing gas 
in the course of operating a public utility, or 
(x) any manufacturing or processing of goods 
for sale or lease, if the gross revenue of the 
corporation for the taxation year in resPect of 
which the expression is being applied from the 
manufacturing or processing by it in Canada 
of goods for sale or lease was less than 10% of 
its gross revenue for the year from all sourCes. 
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through the .summer and fall, and it has 
not been an easy task. Many hundreds of 
millions of dollars in taxable income are 
involved. In some respects we are working 
in uncharted cOuntzy. Yet We are obliged' 
to be selective, For example, 'a manufactu- 
ring corporation may have profit-making 
distribution, wholesaling and perhaps re- 
stailing activities in‘ addition to its manufac- 
turing operations. It would contradict our 
policy intent to permit an integrated cor- 
poratiOn to apply the special rate ‘to its 
profits from these other operations. This 
spillover WOuld' before long disrupt normal 
commercial practices and patterns. It Would 
give an immediate advantage to, integrated 
COmpanies oyer retailers; it could. force or 
invite manufacturing companies to add 
new wholesaling Or retailing activities to 
their operations .(in order to- extend use 
‘of the low rate to Profits from such ope- 
ratiOns); by 'the same token, a retailer 
denied 'the special gate might seek to get 
into manufacturing (in order to apply the. 
rate of his retailing income). 
I do not imply that I am for or against 
integratiOn, in general or in particular sec- 
tors of our economy. I- am simply saying. 
that integration should not be the acciden- 
tal or unforeseen result of a tax change 
introduced to achieve quite different put; 
posejs. 

' 

'

. 

I want to talk about our approach in de- 
fining income subject to the reduced rate 
and to outline some of the alternatives We 
have considered and set 'aside. We think 
our proposed solution is based on familiar 
and reliable concepts and provides'a me- 
thod that will blend‘ the incentives smooth- 
1y into our tax structure. I won’t take you‘ 
into the full' detail orally, but my Written 
text will be distributed and it will give 
you a fuller picture. We hope that before 
the end of the_ year we can issue a com.- 
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préhensiVe-‘neWS‘ rele‘aseom. the definition 
of eligible inCome, containing essential 
features bf the regulatiOns that will: appear 
after Bill (1-2-22 becomes law ‘ 

A 

.- 

There are two- ways to approach this :pro- 
blem of profit Allocation. Perhaps the 
most, obvious one is-some form of divisio- 
xnal accounting. This'r‘n'et'hod ‘would ac 
count for each profiternaki'ng activityof :a 
coxporation‘ as if it were a‘éeparate enter; 
prise. This is Where We started; andE we 
pushed this option, hard, but we Were 
forced to a’ban‘ddn it. 7 

Divisional amounting WOuI'd‘ have to be 
based oh an accepted, Consistent, set of 
principles. While accounting ‘ principles 
used in publishéd‘financ’ial‘ statements“ are 
becoming more highly d'eVeloped, there is 
little consistency in the area-With which 
We are concerned —— that of internal at; 
counting amongdivis‘ions of a COmpfiny.

I 

The ‘key diffitulty is in establishing 2%. 

transfer price on goods as they moire ffom 
One phase of‘ a "company’s operation ‘to an- 
othér. It.‘iS one :thing to say that this is, 

simply. a matter of applying ,a “‘fair market 
value” principle; it is quite another to ap 
ply this principle to thex'coxintles's variations 
of produqts. and the many ways in which 
they are distributed. 
We had hepéd‘ to get some help with 
this problem from texperiente with thé 
application! of the federal sales tax, which 
is levied at the'xend of the manufacturing 
stage. But this, too, has proved impossible 
for several reasons. The sales tax value is 
not determined consistently ,betWeen inr- 

dustries and= it is‘ often, in fact, simply 
derived (>1: hypothetically established: by a 
discount from 'a rétail' price; Fo‘odr, drugs, 
publications and many other manufactufed 
goods aré exempt from sales tax. Finally, 
there is no current Consistency in allocation 
of costs, such as pension contributions, 
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interest And taxes, between manufacturing 
and other fun'ctions. 
So we have set asi'de alternatives involving 
any sort of stop-action snapshot of an in- 
dustrial operation which. would attempt 
to break into a contihuous process and 
isolate the contribution of a particular 
range of activities to total income. We do 
not think we could avoid arbitrary and 
unfair results, because the' method would 
apply inconsistently to taxpayers in com- 
parable Circumstances. 
The other approach we have explored and 
propose for adoption, is a formula method. 
We felt that the formula should make 
use ‘of, and be most influenced by, those 
factors which contribute most to generat- 
ing business profits. What are these key 
factors? Ideally, they should be basic to all 
corporations, they should be reasonably 
easy to measure, and they should be re- 

cognized as commonly-employed yardsticks 
in other formulae of this kind. 
We believe the two- factors that best meet 
these tests are labour and fixed capital; In 
on'e combination or another they are vir- 

tually always present in a manufacturing 
operation. We have developed What is es- _ 

sentially a mathematical tool to represent 
that combination as it contributes to a cor- 
porationis total income and to a corpora- 
tion’s income from manufacturing. 
It is people who carry out the profit- 

making activity of a corporation, and they 
are remunerated on the basis of the ser- 

vices they‘render. Their wages and salaries 
are as exact a measure as we could hope 
to establish for the amount of profit they 
contribute :to a corporation. There are a 
good many precedents for use of a labour 
factor in formulae of this kind.- 
Fixed Capital is an equally essential factor 
in generating corporate profit. Every busi~ 
ness uses capital in the production process. 
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It has become customary in measuring 
profitability or success of an enterprise to 
relate its income to capital employed. It, 

too, is a common concept of allocating 
profits. The measurement of capital and 
its cost is -a matter: more likely to generate 
differences of opinion. But we believe 
that our proposal to establish an annual 
cost of investment in depreciable assets 

should suit taxpayers well. 
We recognize that a formula will not work 
perfectly for every corporation, if only 
because the circumstances of individual 
corporations differ so Widely. However, We 
think the formula is reasonable and comes 
as close as possible to the general situation 
in industry. We think the discrepancies, 
favourable and unfavourable to the tax- 

payer, between the results of this formula 
and a theoretical ideal will be minimal.- " 

We often need complex tax law to deal 
with complex business affairs, because this 
is the only way to guarantee accuracy‘and 
fairness. However, in this instance we 
hope to combine simplicity of law with 
certainty and reasonable results in its ap- 
plication.‘ Where we came to choices in 
this design, we tended to go for simplicity 
at some minor sacrifice of precision. Tajx 
laws are complicated enough and where I 

can do so without significant loss- of pre- 
cision, I will aim to make them simple. 
The formula puts, together two elements 
in order to establish an amount of income 
to qualify for the reduced rates. 
First, it looks at the total manpower bill 
and at the portion of that bill devoted to 
manufacturing activity. 
Secondly, it looks at the total fixed capital 
of the corporation, and at the amount of 
that fixed capital utilized in its manufactu- 
ring activity. 
The amount of mamzfczctming labour and 
capital, Over the total labour and capital, 
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is the proportion of the corporation‘s eli- 
gible business income which is taxed at the 
reduced rate. ‘ 

The formula employs the concept of “active 
‘ business income”, which is familiar to you 
and embodied in the Income Tax Act. This 
income is adjusted to take out investment 
income, foreign intome and mineral re- 
sources income, that is, incomes from non- 
qualif-ying sources. 
The a remaining adjusted business income 
must‘be allocated between manufacturing 
operations and other non-qualifying ope- 
rations. And“ that Propertion allocated to 
manufacturing is established .by the share 
of total labour costs formed by manufac- 
turing labour costs, added to the share of 
total capital costs formed by the costs of 
manufacturing capital. 
The manufactufer needs to know. his total 
wages bilL and his bill for manufacturing 
wages. He needs to know his total costs 
of fixed capital, and his- costs of fixed cla— 

pital'for the manufacturing activity alone. 
I should- make clear that these two sets of 
costs will be comprehensively defined. 
For example, total wages will include all 
salaries and wages paid to all employees of 
the corporation. It will exclude other 
forms of remuneration such as board and 
lodging and various allowances or contri- 
butioné to retirement and deferred income 
plans. 
Manufacturing wages will, in general, be 
the factory payroll, the salaries or wages 
paid to employees for .the portion of their 
time in which they are directly engaged in 
manufacturing or processing activities. Ma- 
nufacturing wages will normally include 
those paid for time spent in production 
assembly, inspecting, handling, packing, 
maintenance, repair, janitorial and line 
supervxsxon. 
For the purposes of the formula total ca- 
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pital will be taken to mean the fixed ca- 
pital of the corporation ~— machinery, 
equipment and plant. That is, all the cor- 
poration’s depreciable assets. Manufactu- 
ring capital will be taken to mean the 
depreciable assets which may reasonably be 
viewed as directly related to manufacturing 
and precessing activities. Both manufactu- 
ring capital and total capital Willvbe tee 
duced to annual cost figures. This will be. 
done' by applying a fixed percentage 'to 

represent an; approximate annual cost of 
funds required to purchase the capital as- 
sets. Where the assets are rented; (the an- 
nual rental costs will be included in the 
annual capital cost. 
I have said that the reduced tax rates will 
not be applied to other profit-making acti- 
vities of a corporation such as wholesaling 
or retailing. HoWever, we recognize that no 
corporation can get along Without incur- 
ring certain costs apart from direct manu- 
factuning costs. It cannot 'avoid some ex- 
penditures in marketing; it needs manage- 
ment and administration; ancillary func- 
tions are essential to a manufacturer and 
he cannot perform his central function 
without incurring overhead costs of this 
kind. 
We will provide for this in the formula. 
For every $75 of manufacturing wages a 
further 3% 25 in wages for necessary ancil- 
lary functions may be added. Similarly, an 
additional 3% 15 may be added to each $ 85 
of annual capital costs. 
We have given a good deal of thought to 
the position of our small manufacturers. 
There are many of them, and they operate 
in all regions. The represent a lot of un- 
tapped potential for product innovation 
and expansion of existing production. We 
want smaller companies which earn most 
of their business revenues from manufactu- 
ring and processing to receive the full
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thrust of the incentive, and without any 
uguecessary calculations or accounting. 
Therefore we have decided that if small 
manufacturing corporafions can meet four 
qualifying tests they will not need a for- 
mula calculation at all. They may apply the 
reduced. rate — whether 20 per cent or 
40 ,per. cent —— to their total active business 
income. 
This more generous treatment will be open 
to corporations:

I 

— if theiractive business income, inclu- 

ding the immune of any associated Cana- 
dian corporations, is $ 50,000 or less; — if their gross manufacturing and pro- 
cessing revenue is more than 75 per cent 
of their total gross revenue; — if they are not engaged in any of the 
non-manufacturing activities specifically 
excluded by paragraph 125.1 of the bill;- — if they have no foreign active busiriess 
income.

' 

We estimate ‘that three—quarters of our 
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manufacturing corporations will qualify 
for this full-incentive tregtment; 
All larger manufacturing corporations and 
other smaller corporations less involved in. 
manufacturing will of coursev use the for- 
mula approach. 

Twelve days ago in this city I said that the 
government’s economic policies and pro- 
grams will continue to be aimed at promo- 
ting the long-term growth and stability of 
the Canadian economy as a whole. I said 
we would not seek short-lived advantages 
at the expense of Canada’s future. 
Our reintroduction of the. legislation to 

bring about these structural changes in our 
tax system will be one measure of this 

commitment. I think it demonstrates our 
will to stand firm' on a critical issue. And 
I think it demonstrates our conviction. that 
this is the correct way to strengthen our 
industrial base and employ more Cana- 
dians in good jobs.- 
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DR. P. K. BHARGAVA *: 
PROBLEM OF PENDENCY OF INCOME-TAX APPEALS 

IN INDIA 
The statutory powers enjoyed by the autho- 
rities administering the direct taxes appear 
'to be quite large but they are, howeVer‘, 
not unlimited in the 'sense that the ap- 
pellate and revisionary authorities have the 
right 'to review and examine the assess- 
ment decisions. Such an arrangement en- 
sures justice to the tax—payers and reduces 
the growth of an arbitrary and discrimina— 
tory administration. In India, there exists 
a four tier system for appeals. 1 The first 
stage of appeals constitutes an appeal from 
the orders of Income-tax Officer to the 
Appellate Assistant Commissioner who is 
under the administrative control of the 
Department of Revenue in the Ministry of 
Finance. The second stage of appeals re— 
lates to Appellate Tribunal which is a final 
fact finding authority. It works through 
Benches in different regions and is under 
the administrative control of the Ministry 
of Law. Therefore, references are permis- 
sible to the High Court and Supreme Court 
but Only on the points of law. This proce- 
dure for appeals is almost invariably fol— 
lowed, although there is a provision that 
the Appellate Tribunal can directly make 
a reference to the Supreme Court under 
certain circumstances. In addition, there is 
also a provision that a tax payer may ap- 
proach to the Commissioner for revision at 
any stage until the Tribunal gives a deci~ 
sion. However, once the assessee opts to do 
so, he forfeits the right to use the regula1:_ 
Appellate line. . 

The increasing number of appeals at va- 
rious stages and' delay in their c'lisposal 
indicates_ the inefficiency of the admini- 
strative authorities and of the appellate 
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machinery. Inordinate delays in the dis- 
posal of appeals on the one hand delay 
the realisation of revenue receipts by the 
Government and on the other assessees are 
put to harrassment and are denied proper 
justice in time. This is an unhealthy deve- 
lopment in an tax administration and ap- 
pellate machinery. The available data show 
that the situation at various stages of ap- 
pellate machinery is far from satisfactory 
and some remedial measures are urgently 
called for. Table 1 (see for Tables pp. 100 
ff.) shows the number of appeals pend- 
ing before the Appellate Assistant Com- 
missioners of Income-Tax. It is clear from 
the Table that the dumber of appeals Pend- 
ing before the Appellate Assistant Com- 
missioners as on Slst March 1955 stood 
at 99,770 which d6creas'ed to 82,914 on 
alst March. 1959 but rose again to 89,349 
on Slst March 1963 and since then they 
have continuously increased and at the end 
of March 1971 the number of appeals 
pending was two and a half times the 
number of appeals pending at the end of 
March 1963. It may, however, be emphaé 
sised here that throughout the period the 
number of appeals instituted each year is 
also steadily increasing ~ from 91,458 in 
1954-55 to 184,004 in 1965—66 and fur- 
ther to 240,493 in 1969-70 as shown "1'11 

Table 2. But this increase does not appear 
to be unreasonably high in View of'the 

* Department of Economics, Banaras Hindu 
University, Varanasi-5, INDIA. 
1. For a detailed discussion see Anil Kumar 
Jain’s Paper “Appellate Machinery for Income- 
tax in India” submitted for publication in the 
Bulletin for International Final Documentation,
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increase in the number of assessments du- 
ring this period. The rate of disposal, how- 
ever, has not been satisfactory. The average 
rate increased from 1092 in 1954—55 to 

1,440 in 1958-59 but declined to 953 in 
1965-66. In 1968-69 it reached again to 
the same level of 1954-55 but showed an 
satisfactory improvement in 1969-70 al- 

though it was below the average disposal 
of 1958-59. - 

While the number of cases disposed of 
shows an improvement throughout the 
period and yet the number of appeals pen- 
ding before the Appellate Assistant Com- 
missioners has increased except for the 
year 1958-59. The reason for such a state 
of affairs exists because a large number of 
appeals remain blocked for a number of 
years as shown in Table 3. Though it is 

clear from this Table that almost 70 per 
cent appeals of total Were covered by ap- 
peals pending for less than one year and 
that cases pending for more than one year 
formed only 30 per cent of the total ap- 
peals pending on 50th June 1971, they 
amounted to 64,054, which is an unduly 
large number. It is necessary that the pen- 
dency of the old appeals should be reduced 
as speedily as possible and suitable steps 
should be taken for the Purpose. 
The position is no better regarding the 
disposal of appeals by the Appellate Tri~ 
b'unal. The number of cases pending for 
disposal has increased much rapidly as 

compared to the number of cases disposed 
of as shown in Table 4. The number of 
cases pending for disposal almost doubled 
between 1954-55 (7,277) and 1961-62 
(14,903) and again more than doubled 
during 1962-63 from 15,169 to 37,949 in 
1966-67. However, the number of appeals 
filed during each year from 1960-61 has 
fluctuated‘not very appreciably except du.- 
ring 1963-64. and 1966—67. But the slow 
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disposal of cases by the Tribunal has con- 
tinuously added to the number of cases 

for disposal resulting into an increasing 
number of cases pending for disposal be- 
fore the Tribunal. 
Table 5 shows the Progress of disposal of 
references by High Courts. It could be 
seen from the Table that the number of 
cases instituted during each of the years 
has increased while the number of cases 
disposed of has fluctuated. It is also clear 

from the Table that at the end of each 
year the number of cases pending for dis- 
posal was much more than the number 
of cases instituted and dispos'ed of each 
year. Shri S. Bhoothalingam has therefore 
rightlypbserved that, “The position in the 
High» Courts is no better. From such fi- 

gures of pendency of Income Tax referen- 
ces as are available there is no reason to 

think that they are disp05ed of appreciably 
quickly. It would appear that a decision 
from High Courts cannot be ordinarily ex,— 
pected in less than two years from the 
time of filing of a reference 

_ 
in ’most 

High Courts. In the more important High 
Courts this period is about four years.” 2 

There has also been a steady increase in 
the number of appeals for disposal by the 
Supreme Court as shown in, Table 6. There 
has been an increase in the number of 
cases pending disposal except in 1958-59 
when the number of cases disposed of 
was the highest. It may also be emphasised 
that for each of the years the number of 
casespending for disposal was more than 
the number of appeals instituted during 
each year which suggests' that there is a 
need for quick disposal of appeals by the 
Supreme Court to reduce the pendency of 
such cases. 

2. Flifldl Report on Rationalimtion And Simpli- 
fication 0f Tbs Tax Structure by Shri S. 

Bhoothalingam, p. 75. 
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The delay in disposal of petitions filed 
before the Commissioners of Income-tax 
has resulted into an increasing number of 
petitions pending before them from 4,626 
in 1954-55 to 6,298 in 1958-59 and fur- 
ther to 9,513 in 1969-70 as shown in 
Table 7. It may' also be emphasised here 
that the number of petitions disposed of 
during any year has been more or less 
equal to the number filed during 'the year 
till 1956-57 as shown in Table 8. There- 
after, the disposal has been much less than 
the number of fresh appeals instituted. As 
a result the number of Petitions remaining 
undisposed of year after year has increased 
as shown in Table 9 Where a year-wise 
break-up of revision petitions pending with 
Commissioners of Income—tax has been 
shown. It is clear from the Table that 
after 1965-66, the number of petitions 
pending for disposal- has increased rapidly 
year after year except for the year 1971‘- 
72 when it declined as compared to the 
figures of 1970-71. 
The increasing number'of appeals and 
delays in their disposal has. not only posed 
a problem for the appellate authorities but 
has created difficulties :in speedy dispensar- 
tion' of justice to the tax payers. It is, 

therefore, necessary that proper measures 
must be taken to ensure expeditious dis- 
posal? of appeals. As a first step in this 
direction it should be the efforts of the 
Ihcome~tax Officers that the area of dis- 
pute should be reduced as far as possible 
at the assessment stage itself.” If assessments 
in most of the small cases are made on 
the basis of returns, and if overpitched 
assessments are avoided in others,‘ the 
number of ‘appgals will get reduced and 
the manpower released cén be diverted to 
making more and better assessments.” 3 
Quick disposal of appeals can also be en- 
sured by fixing a' statutory time limit as if 
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has been fixed for disposal of income tax 
returns submitted for assessment purposes. 
It may, however, appear to be somewhat 
contradictory to the existing situation as no 
such time limit exists with regard to other 
pieces of legislation. We do not think that 
this fact should be a hurdle in that di- 
rection but it would be necessary to ensure 
that fixation of statutory time limit [for 
disposal of appeals does not adversely af- 
fect the quality of the orders passed. 
Although “Rule 29 of the IncomeaTax 
Appellate Tribgnal Rules clearly Provides 
that the parties to the appeal shall not be 
entitled to produce additional evidence, 
either oral or documentaty, before the Tri- 
bunal except where the Income-tax Officer 
has decided the case without giving suffi- 
cient oppobtunity to the assessee to adduce 
evidence, either on points specified by him 
or not specified by him” 4 it is, however, 
depressing that in practice additional evi- 
dence at the appeal stage, in cases where 
evidence was not produced at the assess- 
ment 'stage, is admitted. Admission of 
fresh evidence by the appellate authorities 
too freely causes undue delay in the dis- 
posal of appeals. Shri S. Bhoothalingam 
has, therefore, rightly observed that, “Re- 
straint in this matter is very desirable as 
laxity will not only cause delay brut pro- 
vide opportunities to the recalcitrant. As, it 
will be obviously not possible, or indeed 
desirable, to legislate that appellate autho- 
rities should never entertain fresh evi- 
dence, I can only suggest they should be 
required to record reasons for admitting 
fresh evidence. Similarly, reasons should be 
recorded in writing when decisions are not 
given till long after —~ say more than a 

3. Difect Taxe; Enquiry Commiltee Final Re- 
port, December 1971, p. 155. 
4. Ibid, p. 157.
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month —— the last hearing.” 5 

It is suggested that the Appellate Assistant 
Commissioners of income-tax should be 
placed outside the administrative control 
of the Central Board of Direct Taxes so 
that these officers may exercise indepen- 
dent judgement in their appellate work 
even when their decisions are prejudicial 
to revenue. In the absence of such inde— 
pendence for them “It has been urged 
that . . . fear does exist at present and does 
influence Appellate Assistant Commis- 
sioners in the conduct of their work and 
that this defect is by no means cured by the 
fact that statutory provision exists specifi- 
cally barring the interference of the Cen- 
tral Board of Revenue with the discretion 
of Appellate Assistant Commissioners.” 6 

Accordingly, the Direct Taxes Administra- 
tiofi Enquiry Committee (1958-59) em- 
‘phasised that, “Removal of Appellate As- 
sistant Commissioners from the administra— 
tive control of the-Central Board of Reve- 
nue would also help in completing the 
process of separating the judiciary from 
the executive. In matters like this, due con— 
sideration has to be given to the feelings 
of assessees and justice should not only 
be done but it should also appear to be 
done. ‘Therefore, Without Casting any re- 

flection on the working of the Appellate 
Assistant Commissioners and acknowled- 
ging the fact that their independence and 
judious outlook have not been interfered 
with in any manner by the Central Board 
of Revenue or the Commissioners of In- 
come-tax we recofizmend. that #93 Appellate 
Amman! ‘Commz'm'oner: would be imm- 
]‘erred from the Control of the Central 
Board of Revenue-t0 that of the Minifiry 
of Law.” 7 However, we do not agree with 
this View because under the Income-tax 
Act there'are two further stages of appeals - 

and then finally the assessee can approach 
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the Supreme Court. Apart from this the 
facts show that the Appellate Assistant 
Commissioners exercise their functions in- 
dependently and that in most of the cases 
Board do not seem to have interfered with 
their decisions. It may be emphasised here 
that “as many .as 91 per cent of the orders 
of the Appellate Assistant Commissioners 
are either accepted as correct or are con- 
firmed by the Appellate Tribunal. In the 
remaining nine per cent Cases where relief 

‘ is given by the Appellate Tribunal, com- 
plete relief is given only in 20 per cent of 
them; only partial relief is given in the 
rest.” 8 “In this context comes a suggestion 
that administrative control over the Ap- 
pellate Assistant Commissioners and in- 

spection of their work should be entrusted 
to higher appellate authorities and not to 
the higher administrative authorities. The 
control which the Board exercises and the 
inspections which the Directorate of In- 
spection carries out are meant to co-ordinate 
the functions of the appellate and assess- 
ment divisions and in no way interfere 
with the judicial functions and discretion 
of the Appellate Assistant Commissioners. 
We do not think any change in the pat- 
tern of control is necessary. We merom- 
me’mi that Me control over t/aerAppellzzlfe 
Ayyz'ytazm Commz'm'onerx would remain 
wifla the Board and tile Director of In— 
spection Moald Carry out z'mpectz'on 0f 
tlaéz'r office's once at lean? in every five 
yam.” 9 

The control over the Appellate Assistant 

5. 0pm., p. 76. 
6. Report of the Taxation Enquiry Commimion 
(1953-54) Volume II, p. 233. 
7; Repart, p.77. 
8; Report of the Taxation Enquiry Commission, 
op.cit., p. 235. 
9. Direct Taxes Enquiry Committee Final Re- 
port, op.cit., p. 156. 
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Commissioners should remain with the 
Central Board of Revenue for the reasons 
stated above. However, there is need for

‘ 

some improvement in. their work method. 
For instance, the office of the Appellate 
Assistant Commissioners should be situated 
near the Income-tax Offices for the con- 
venience of the appellants and their re-. 

presentatives. Discussions with Income-tax 
Officers in the absence of appellants 
should be avoided. The orders should be 
passed as early as possible and not later 
than a; fortnight in any case after the last 
date of hearing: The appellate orders 
should be communicated to the appellants

_ and the Department Within a week of the 
date of the order. In cases of transfer the. 
Appellate Assistant Commissioners should 
decide all the appeals heard by them be- 
fore handing over the charge. The Ap- 
pellate Assistant Commissioners should 
also give recomputation of the income and 
tax in their orders to reduce the area of 
dispute arising from interpreting the ap- 
peal order. 
At present an Appellate Assistant Com- 
missioner has to deal with appeals of 
varying degrée of importance because their 
jurisdiction is generally defined in relation 
to Income-tax circleé in contiguous wards 
or districts. In such a system appeals in- 
volving complicated question of law and 
fact do not receive the attention they 
deserve. The Direct Taxes Administration 
Enquiry Committee (1958-59), therefore, 
rightly recommended that “these appeals 
could be tackled better if they were all 
concentrated in ten or twelve ranges under 
experienced appellate officers. It would 
also secure that the knowledge and ex— 
perience of seniOr Assistant Commissioners 
are utilised in the disposal of more im- 
portant appeals. Both the appellants and 
the Department would have the satisfaction 
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that the cases had been gone into thorough- 
ly and the decisions were arrived at after 
looking into all the aspects of a case.” 10 
As the taxing statutes are complicated and 
technical, they require the expertise know- 
ledge of law and accountancy. This calls 
for an improvement in the procedure of 
work of the Appellate Tribunal as also= in 
its composition. The Direct Taxes Admi- 
nistration Enquiry Committee (1958-59) 
rightly emphasised that,"“The judiciary of 
the land cannot be expected to go into the 
minute technical and accounting aspects

‘ 

involved in tax appeals. T/ae Appellate 
Tribunal ramming of eqzml number. of 
judicial membem and accountant membem‘ 
2'5. . . [mt mixed to deal wit/9 Ike problem: 
Mixing fmm 15/99 adminixzfmtz‘ofl of taxing 
statuteyfl 11! In addition, to reduce the 
pressure of tax cases on High Courts, 
every effort should be made to enhance 
the prestige of Appellate Tribunal in the 
eyes of the public as also in the judiciary. 
Much success in 'this direction could be 
gained if “4 Jeri/mg Hig/a Court [214' ge . . . 

be deputed to act 4: Prexident of the 
Appellate Tribunal by five Prexident of 
India for 4 fixed tenure.” L2 
The High Courts are already overburden- 
ed since the number of cases pending dis- 
posal haVe continued to increase as shown 
in Table 5. “On .an average 400 to 500 
reference applications are being filed every 
year but out of this the High Courts are 
able to dispose only some 200 to 300 cases 
and the remaining add upto the arrears.” 13 
However, delays hardly occur in the High 
Courts once an appeal has been heard. 
Therefore, what is required as also re- 

10. 0p.cit., p.78. 
11. 0pm., p.81. 
12. 0pm., p._82. 
15. 0p.cit., p.82.
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commended by the Direct Taxes Enquiry 
Committee (Final Report, December 1971) 
is that, “the Income—tax An: may be mit- 
ably amended to provide for the creatioi’z 

of permanent Tax bent/9e: in the High 
Comm. T119 Tax Benche; 519011151 .rizf con- 
tinuozuly J0 _long as t/aere is qfi'cz'ent in- 
come-tax work to be attended to. To clear 
the prexent back-log in Jame of the High 
Courts, retired judge: may, if necessary, 
be appointed under Article 224A of the 
C(mstitution.” 14 
Under section 257 of the Income-tax Act 
direct references can be made by the Ap-I 
pellate Tribunal to the Suprement Court 
in certain cases. This provision ‘has not 
been adequately used as during the last 

decade such direct references have been 
made only in five cases. The Direct Taxes 
Enquiry Committee (Final Report, De- 
cember 1971) rightly emphasised that, “in 
order that they: provixz'om are infloéed 
make often, the Comminz‘onen be Mvixed 
to apply to the Tribzmal for maéiflg direct 

reference: to the Sztpreme Cos in appro- 
priate mm. This would ensure that dis- 

putes having wide repercussions are autho- 
ritatively settled Without delay.” 15 In 
addition, to reduce the pending of ap- 
peals and for their quick disposal the 
Chief Justice of Supreme Court should be 
requested to constitute a special direct taxes 
bench to deal with these appeals. 
Finally, wé may emphasise that the pro- 
vision of multiplicity of penalty procee- 
dings in the Income-tax Act not only tau- 
ses inconveniences to the taxpayers but 
hampers the administration and increases 
the number of appeals. It would bé very 
.much advantageous both for the taxpayers 
and the administration if a provision is 

made in the Income-tax Act so as to make 
it obligdtory on the part of the Income-tax 
officer to pass a single order in respect of 
penalties to be imposed upon an assessee. 

14. 0p.cz't., p. 157. 
15. 0pm., p. 1571 

Téble 1 

N0. of appeal: pending before Appellate [15.1"tc Commim'onerx of Income—tax. 

As on Slst March 1955 99,770 
,, ,, ,, ,, 1959_ 82,914 
,, ,, ,, ,, 1963 89,349 
” ,, ,, ,, 1966 170,914 
,, ,, u ,, 1969 208,288 
,, ,, ,, 1970 217,839 
,, ,, _ ,, ,, 1971 

' 

225,073 
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Table '2‘ 

Dixpoml of appeal; by the Appellate Axx'z'mzm Commixyioner: of Income Tax 

1954-55 ' 1958-59 1965266 1968-69 1969-70 

1. No. of appeals instituted 
during the year 91,458 119,198 184,004 216,520 240,493 

2. No; of cases for disposal 170,752 202,428 309,022 402,771 449,324 
5. >No. of cases‘ disposed of 70,982 119,514 138,108 194,485 231,485 
4. Balance 99,770 82,914 170,914 208,288 217,839 
5. No. of Appellate Assistant 

Commissioners at work 65 83 148 178 178‘ 
6. Average disposal 1,092 1,440 933 1,093 1,300 

}. 

Table 3 
' Year-wise breakup of 41271094}; pe‘nding witbrflppellate Amflmt Commim'onem of Income Tax. 

30-6—1970 30—6-1971 

1956-57 2 2 
195859 ~— — 
1959-60 ' 7 
1960-61 14 5 
1961-62 55 57 
1962-63 ‘80 73 
1963-64 181 93 
1964-65 5119 2.81 
1965-66 “ 948 502 
1966267 2,916 1,593 
1967—68 10,105 5,364 
1968-69 36,242 15,675 
1969-70 124,708 40,429 
1970-71 72,977 ‘ 

116,317 

Total 248,754 180,371 * 

* Does not include appeals filed bctween 1'.4.71 to 30.6.71. 
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Table 4 
Program of dioml of appeal: by the Appellate Tribunal 

No. of appeals No. of cases No. of cases No. of cases 
Year 

‘ 

instituted for disposal disposed of pending 

1954-55 ‘ 7,858 14,486 7,209 7,277 

1955-56 8,777 16,054 , 8,451 7,603 

1960-61 11,396 26,822 12,863 13,959 
1961-62 11,841 25,800 10,897 14,903 
1962-63 13,209 28,112 12,943 15,169 
1963-64 

. 
17,234 32,405 . 12,035 20,368 

1964-65 16,034 36,402 11,091 25,311 

1965-66 16,844 42,155 12,215 29,942 
1966-67 21,571 51,513 13,564 - 57,949 

Table 5 
Program of disposal of reference: by High Coum ‘ I 

1954-55 1955-56 195657 1957—58 1958-59 

1. No. of references] instituted 
' 

369 568 434 436 521 

2. No. of cases for disposal 1,553 1,649 1,751 1,923, 2,174 

3. No. of cases disposed of 272 532 264 270 285 

4. No. of cases pending disposal 1,281 1,317 1,487 L653 1,889 

. Table 6 
Program of dbl-[70ml of zapped: [7)! Supreme Court. 

' 

1954-55 1955-55 1956-57 1957-58 1958-59 

1. No.‘ of appeals instituted 54 58 89 46 30 

2. No. of cases for disposal '85 123 
' 202 216 234 

3. No.’ of cases disposed of 18 10 32 12 .50 

4. No. of cases pending disposal 65 113 170 204 184 

Table 7 

Revixz'on Petg'tioizs pendingbéfore Commim'oner: of Income Tax. 

1954-55 ~ 4,626 
‘ ’ 

1958-59 6,298 
_ 

1965-66 5599* 
1966-67 

' 

6,544 *. 
1968-69. 7,937 

' 1969-70 9,515 * 

1970-71 7,933 * 

* Figures related to the period ending on 30th June of the yeai‘. 
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Table 8 
Progress of dz'Jpoml of rewiriozz pelitz‘om filed 

before the C'ammz'xsz'oner: of Income Tax. 

1954-55 1955-56 1956-57 1957—58 1958-59 
1. No. instituted 5,283 5,017 4,907 6,284 4,927' 
2. No. for disposal 9,819 9,643 9,247 10,611 9,791 
3. No. dispOsed of 5,193 5,303 4,920 5,747 3,493 
4. Balance 4,624 4,540 4,327 4,864 6,298 
5. No. of Commissioners 17 ‘ 17 17 18 18 
6. Average disposal 305 512 289 319 194 

Table 9 
Year-wise Weak-up of revixz'on patitz'om pending with 

' 

Commiw'oner: of Incomea‘ax. 

30-6-1970 30-6-1971 

1954-55 1 1 
1956-57 —- ~— 
1958-59 3 3 
1959-60 10 7 
1960-61 20 16 
1961-62 18 ' 

13 
1962263 53 44 
1963-64 90‘ 71 
1964-65 132 81‘ 

1965-66 143 74 
1966-67 266' 121 
1967-68 462 187 
1968-69 1,433 558 
1969-70 4,646 1,161 
1970-71 2,236 3,524 
1971-72 — 2,072~ 
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TAX STRUCTURE AND TAX BURDEN IN TAIWAN 
Taiwan’s economic performance in. recent 

years has tightly been hailed as 'an in- 

stance of successful takeoff into sustained 
growth. Even as late as 1960, her per 
capita income was a mere US 33 114, but 

by the end of .1972 this, was reported to 
have reached US :15 372. Yet her fiscal 

system has often been criticized as failing 
to keep pace with. economic development. 
The purpose of this article is to review 
Taiwan’s present Tax structure and the- 
related‘ problems of tax burden,.tax effort, - 

and elasticity of taxation, and to assess 

briefly the achievements and failures of 
fiscal policy. 

TAX STRUCTURE 
From the purely adrfiifiistrative point of

- 

View, the existing taxes in Taiwan may be 
classified according to the different levels 
'of government responsible for collection. 
Thus, Income Tax, Estate Duty, Customs 
Duties, Stamp Duty, Commodity Tax, Salt 
Tax, Securities Transactions Tax, and Mine 
Lot Tax are regarded as national taxes, 

Provincial taxes include Land Tax, Sales 

Tax, Vehicle license Tax, and Harbou't 
Dues. Local taxes, collected by the munici— 
palities, consist of Property Tax, Slaughter 
Tax, Amusement Tax, Feast Tax, and 
Deeds Tax. In addition, there used to be. 
quite a number of surtaxes, and although 
some have been abolished in recent years, 
there are at present still four such surtaxes 
of a temporary nature. The Government 
also monopolizes the sales of wine ahd 
tobacco, earnings from which are tanta- 

mount to taxes on these two commodities. 
Under the Revenue and Expenditure De- 
marcation Law, there is a revenue-sharing 
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scheme which specifies the ratios allocated 
to the three levels of government. 
An economically more meaningful classifi- 
cation for our purpose is to divide the 
taxes into direct and indirect. Although the 
distinction is not Without its ambiguities, 

as many writers on Public Finance have 
noted? experts are agreed that direct taxes 
in Taiwan are limited to Income Tax, 
Land Tax, Estate Duty, Property Tax, and 
Deeds Tax, the rest being all of an indi; 
rect nature. 
Among the direct taxes, Income Tax and 
Land Tax are the most important. Intro- 

duced after the war, Income Tax comprises 
Comprehensive Income Tax and Business 
Income Tax. The former applies to indivi- 
duals, both residents. and non-residents, 

though not to income earned by residents 
outside Taiwan. As the name implies, the 
tax base is aggregate income from what- 
ever sources, though paymehts already 
made in gespect of other taxes, such as 

Property Tax and Business Income Tax 
by individuals-in their capacity as owners, 
proprietors and partners, are deductible. 

A basic allowance of eight thousand New 
Taiwan dollars (NT $ 8,000.00) is granted 
each to the taxpayer and his spouse, with 
another NT$ 6,000.00 for each dependent. 1 

There is a progressive rate structure ran- 

ging from 6%‘ on net income under 
NT$30,000‘.00 to 60% on net income 
over NT $ 2 million. Other deductions in- 
clude contributions to defense, educatiOna’l 

* Lecturer in Economics, University of Hong 
Kong. Bracketed numbers in the article refer 

to the bibliography at the end. 
1. The present exchange rate quoted by the‘ 

Central Bank is US $ 1 :NT.$ 40. 
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and: charitable organizations, life insurance 
premium, medical expenses, and property 
losses! Business Income Tax is levied on 
“profit-seeking enterprises” irrespective of 
whether their income is derived inside or 
outside of Taiwan, but those with net in- 
come of less than NT$ 20,000 are. exempt 
ed. The marginal rates are then 8% on total 
taxable income under NT$ 50,000, with 
the proviso that tax liability is limited to 
not more than half of the income over 
NT$20,000; 14% on income. between 
NT$ 50,000 and NT $ 100,000; 18% on 
income between NT $100,000 and NT$ 
250,000; and 25% on income over NT$ 
250,000, subject to the further proviso that 
the tax liability of a qualified “productive 
enterprise” sha’ll‘not be more than 18% 
of its total taxable income; There is pro- 
vision for Withholding at source on divi: 
dends, distributed "profits, salary and 
wages, interest, rent and royalties ranging 
from 10%- to 16% for residents; Fér nod— 
residents, the rate is a uniform one of 
15%. 
To stimulate capital formzition, moderniza- 
tion of business organization, and export 
sales, generous tax incentives are prOVided 
under 'the Statute for the Encouragement 
of Investment, first Promulgéted in Sep- 
tember 10, 1960 and amended on Decem- 
ber 30; 1970.2 Under this' law, a newly 
established “produ'ctive enterprise” —— de- 
fine'd as a joint stock company engaged in 
manufacturing, handicraft, mining, agri- 
cfiltufe, forestry, fishery, animal hfisban- 
dry, transportation, warehousing, public 
utilities, public hOusing, technical services, 
tourist hotels, and heavy machinery. — may 
seléct either one of the fdllowing incen- 
tivéé for application: (a) five consecutive 
years of tag ho‘lid'ay'from .the date of its 
inception, of (b) accelerated depreciation s 

on machinery, equipmqnt, buildings, and 
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other fixed assets and facilities. In the 
event of capital expansion, the said enter- 
prise may (again. select 'for 'applicatién 
either'four consecutive years of .tax holi- 
day on income derived from capital ex- 
pansion, or accelerated depreciation. To 
enable the enterprise to make full use of 
depreciation allowance, there. isproviéion 
for periodical revaluation of its ‘assets 
whénevcr the wholesale price index ex- 
ceeds by 25% or more such 'same index 
for January 1, 1961, or for the year in 
which the last revaluation was Inside. The 
appreciated value of the assets is more- 
over not taxable as income. The maximum 
amount of tax payable by such an enter- 
prise, including all forms of surtax (such 
as Defense Surtax, Customs Surtax, Export 
Surtax, Education Surtax, Surcharge on‘Te- 
lephone and Telegraph etc.) is limited to 
25% of its total annual income. However, 
for those new enterprises which adopt ad- 
vanced technology and bear greater risks, 
special allowance will be granted when its 
tax liabilities exceed 22% of its total an- 
nual income. Stock dividends, inter-com- 
pany dividends, and interests from fixed 
deposits are exempted from Income Tax. 
Export §ales are exempted from Sales Tax, 
while qualified mining and industrial com: 
panies importing capital equipments from 
abroad which cannot be manufactured do- 
mestically are exempted from Customs 
Duties. An enterprise which incurs foreign 
currency debt in purchasing machinery and 
equipment may set aside a, reserve up to 
7% of the outstanding debt for compen- 
sating foreign exchange loss. To encourage 
the growth of capital market, further tax 
concessions are given to qualified com- 
panies going public on the stock exchange: 

2. The English text of .the Stafute is pubiished 
in full in Bank of Claim Economic Review, No- 
vember-December, 1971, pp. 24941. 
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exemption from withholding tax on un- 
distributed profits, reduction of tax rate, 

discretionary ‘suspension of Securities 
Transaction Tax etc. Stamp Duties on 
specified documents are either exempted 
or reduced, and Deeds Tax or; real pro- 
perty. used by a productive enterprise is 

levied at half the statutory rate. Finally, 
“profit-seeking ' enterprises” that have 
merged to become “productiVe enterprises” 
on government approval may enjoy ex- 
emption from all Income Tax, Stamp Du- 
ties, and Deeds Tax payable as a result of 
such merger. or consolidation, and those 
enterprises whose export sales exceed 50% 
of their total output may further enjoy a 
10% reduction of Income Tax ffom the 
second year of merger or consolidation. 
The Land Tax is the most complicated tax, 
and includes three subcategories: Rural 
Land Tax, Land Value Tax, and Land 
Value Increment Tax. The Rural Land 
Tax is confined to lahds outside designated 
urban areas, and is collected in kind in two 
instalments Per year, except for those lands 
not used for growing rice. Farm output is 
estimated by the provincial government on 
the basis of different grades of land. Tax 
liability is then computed by multiplying 
the “presumptive” average unit produce 
with the tax rate applicable to a Particular 
grade of land, the differential rates varying 
from 1.2% for Grade 15 Forest Land to 
3.6% on Grade 1 Paddy Land. This tax 
liability in moneyierms is, in the case of 
rice-growing land, converted back into 
physical quantities of rice grain according 
to the conversion rates prescribed by the 
provincial government. Since 1968 the 
conversion rate has been fixed at 27 kg. 
rice, grain per dollar of tax liability. This 
collection in kind is both a relic of the 
ancient Chinese tradition and of the early 
postwar inflationary era, when the govern- 
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ment was anxious to maintain the real Pur- 
chasing power of tax yield. 3 To determine 
the productivity of different grades of 
land, a cadastral survey is carried out every 
five years. There are provisions for exemp- 
tions and reductions in case of natural cala- 
mities, and for lands used by schools, pu- 
blic Parks, hospitals, and other social wel- 
fare institutions. However, in addition to 
taxation, the government has the compul- 
sory power of purchasing 12 kg. of rice 
per dollar of tax liability, and since the 
government purchase price is normally 
lower than the market price, the difference 

w is tantamount to a surcharge. Land Value 
Tax is in principle levied on urban land 
Within city. planning areas. The tax base 
is the market value of land, with progres- 
sive rates ranging from 1.5% to 7%. Self- 
owned residential land is subject to a Pre- 
ferential rate of 0.7% provided the land 

_ 

so owned is under three ares. Lands used 
for industrial and agricultural purposes are 
taxed at a flat rate of 1.5% only. Land 
Value Increment Tax is essentially a Capi- 
tal gains tax levied on the increase in land 
value realized by the seller. Costs of im- 
provements and special assesments already 
paid are deductible. A progressive struc- 

tuge is again applicable, with marginal 
rates ranging from 20% on the first 100% 
increment to 80% on 400% increment or 
above. For industrial land, the miximum 
rate is reduced to 40%, while the value iri- 
crement of residential land under three 
ares is taxed at a flat rate. Exemption is 

granted to land sold by government or 
legally inherited. Another progressive di- 

rect tax is the Estate Duty, with marginal 
rates ranging from 4% on the first NT 35 

'60,000 to 70% on estate over NT$ 
3. This may se been from the fact that the an- 
cient name for agricultural tax, t’ien fit, is still 

being used at present.
' 
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6,000,000. 
As regards the indirect taxes, most of them 
are self-explanatory; though a few W0rds 
may be neceSsary to clarify the distinction 
between Commodity Tax and Sales Tax. 
The former is levied on the' Wholesale 
price of specified commodities grouped 
under some 27 categories, whether locally 
manufactured or imported; with rates 
ranging from 5% on paper to a sumptuary 
rate of 120% on cigarettes and imported 
Wine. The latter tax is imposed on the sales 
of goods and services, except for those al- 
ready subject to the Commodity Tax, 
Slaughter Tax, Salt Tax, and Securities 
Transactions Tax. The rates range from 
0.6% to 6%, dgpending on the nature of 

Y. c. JAO 

the business. Export sales and sales to 
transit passengers are exempted from Sales 
Tax, as are the sales of educational pu- 
blishers, registered mass media, coopera- 
tives, charitable and welfare institutions, 
governmentaoperated enterprises, hawkers, 
and Subsidiary produce of farmers and 
fishermen, 
Since the fifties tax revenue has accounted 
for a fairly stable proportion of total go.- 

vcrnment revenue, about 50-66%. If ear- 
nings from government monopoly over 
tobacco and Wine (essentially a form of 
indirect tax) are included, total tax reve- 
nue then accounted for 65-80% of total 
government revenue during the period 
1952-71, as in Table 1. 

Table 1 

Composition of Government Revenue 
(per Cent) 

Firm] Year Tax Revenue Government Monopoly OIbem Total 
1952 

I 

53.6 11.6 34.8. 100.0 
1953 60.3 15.2 24.5 100.0 
1954 ' 63.5 17.5 19.0 100.0 
1955 66.7 14.7 18.6 1.00.0 
1956 61.9 ‘ 18.1 20.0 100.0 
1957 63.9 16.5 19.6 100.0 
1958 58.9 16.5 24.6 100.0 
1959 56.2 15.5 28.3 100.0 
1960 ' 

62.8 16.9 20.3 7100.0 
1961 59.6 . 

' 

18.5 21.9 100.0 
1962 

I 
54.9 20.3 24.8 100.0 

1963 ' 59.7 17.9 22.4 100.0 
1964 57,6 16.7 25.7 100.0 
1965 ' 55.9 15.?) 28.8 100.0 
1966 60.8 16.5 22.7 100.0 
1967 52.2 13.5 34.5 100.0 
1968 581.6 12.7 28.7 100.0 
1969 60.1 11.6 28.3 100.0 
1970 

' 

59.0 11.2 29.8 100.0 
1971 60.2 11.3 28.5 100.0 

Sourcé: Underlying data from Ministry of Finance, Yearéooé of Financial Siatixticr 

Bulletin Vol. XXVII, March/mars no. 3, 1973 -107



TAIWAN: TAX STRUCTURE AND TAX BURDEN 

The outstanding feature of the tax struc- 
ture in TaiWan is the predominance of in- 
direct takes. A detailed breakdown of tax 
revenue for selected years, and direct/in- 
direct tax ratio f0); 1952-71 are Presented 
in Table 2 and Table 3 tespectively. Du- 
ring the period 1952-71, the share of 

against 76% for indirect taxes. The direct/ 
indirect tax ratio actually revealed a down- 
ward trend - from 1952 to 1966, and it 

was only since then that there has been 
some increase. However, 'the ratio for 1971 
was still- somewhat lower than" that- for 
1952. - 

direct taxes averaged about 24%, as '
~ 

Table 2 
Compoxz'tion of Tax Revenue, Selected Years 

(per cent) 
' 4 ' 

Fiscal” Year 
Item 1955 1960 1965 1971 

Direct‘ Taxes: ‘7

7 

Income Tax 10.4 
‘ 

7.9 8.9 11.1 

Estate Tax 0.0 0.1 0.1 
' 

0.2 
Land Tax 5.1 5.0 5.7 8.2 

Property Tax 6.3 4.4 5.3 3.3 

Deeds Tax ~ - 1.0 0.6 0.9 1.3 

Others 3.5 4.9 0.3 1.0 

Sub—total Y3 27.5 5.3 25.1 

Indirect Taxes: _ 

Customs Duties 14.5 15.3 19.0 17.4 
Salt Tax 2.2 1.6 , 

1.0 
' 

0.4 

Commodity Tax 9.5 10.9 
' 

13.6 17.3 
Stamp Tax 4.5 4.6 3.4 3.3 

Sales Tax 3.4 4.3 4.6 _ 5.7 

License Tax 0.8 ‘ 0.9" 1.0 1.0 

Harbour Dues 2.1 
' 2.2 2.7 3.5 

Slaughter Tax 5.0 3.0 3.6 2.5 

Entertainment Tax 1.2 0.9 1.6 1.3 

Tobacco & Wine Monopoly 18.0 21.2 21.5 15.9 
Others 11.5 12.2 6.8 6.8 

Sub—total 7‘3.7 77.1 78.8 74.9 

Total 100.0 100.0' 
‘ 

100.0 100.0 

Source: See Table 1. 
Notes: a. Income Tax includes Comprehensive Income _Tax and Business Income Tax. 

b. Land Tax includes Rural Land Tax, Land Value Tax, and Land Value. Incre-. 
ment Tax. ' 

c. Property Tax includes Property Tax and the former Household Tax. 
d. Entertainment Tax includes Amusement Tax and Feast Tax. 
(2». “Others” include various surtaxes. 
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TabIe 3 

Direct/Indirect Tax Ratio 

Y. c. JAO 

Fiiéal Year Ratio 

'1952 0.42 
1955 0.44 
1954 0.30 
1955 0.56 
1956 - 0.35 
1957 - 0.31 
1958 ' 0.30 
1959 0.29 
1960 ' 0.30 
1961 0.29 
1962 0.27 
1963 0.28 
1964 0.28 
1965 0.26 
1966 

, 
0.25 

1967 
_ 

0.26 
1968 0.29 
1969 

_ 
0.31 

1970 0.31 
‘ 1971 ‘ 0.34 

‘ It confains the full consolidation of the 

Source: See Table 1 

TAX BURDEN, TAX EFFORT, 
AND INCOME ELASTICITY 
Tax burden on an aggrEgate basis is 

usually measured by economists either by 
the ratio of tax revenue to Gross National 
Product 'or to Net National Product, on 
the grounds that national income, how- 
ever defined, is a good indicator of tax 
capacity. In Table 4, both ratios for 1952- 
71 are presented. As will be seen, both 
varied within relatively narrow limits along 
a moderate .uptfend, but indirect taxes al- 
ways accounted» fof a larger share. 

Bulletin Vol. XXVII, March/mar; no. 3, 1975 

ADDRESS ......... 

“ BUTTERWORTHS ' 

PTY. LIMITED 

' Recommended Australian domestic retail 
price, shown in Australian dollars. 

BUTTERWORTHS AUSTRALIAN COMPANY LAW 
SERVICE 
A Guide for the InternatiOnal 
Investor 
In four volumes this work clearly shows 
all differences in company legislation be- 
tween the Australian states. 

Companies Acts 'as amended (N.S.W. and 
Victoria) toggther with authoritative an- 
notations and a, reconciliation of the Com- 
panies Acts of all othér States and Territo-

' 

ties against the Act of N.S.W. ' 

'PLUS Schedules 1-10. The Companies Re- 
gulations (Vic. and N.S.W.) in full 
with the Regulations of all other 
States reconciled against those of 
N.S.W. and Company forms ‘of all 
States. 

PLUS Mhtketable Securities and Securities 
Industries Acts and Regulations of 
all States; 
Supreme Court and Winding up~ 
Rules; 
Stock Exchange Rules and Compa- 
nies Auditors Board Regulations. 

Replacement pages and Bulletins are mailed 
to subscribers monthly, keeping them fully 
informed of changes and proposed changes 
in the law. 

ORDER FORM 
Please enrol me as a subscriber to. BUT~ 
TERWORTHS AUSTRALIAN COMPANY 
SERVICE @ $ 45.00 per year for 3 years. 
NAME/FIRM . ..................................... r ......~ 
éBfiiiiizfimflu 
SIGNATURE 
DATE ............................................................ 

Em CHATSWOOD’. N.S.W. 2067 
BOX 454, PO. ‘ 

AUSTRALIA EH 

109



TAIWAN: TAX STRUCTURE AND TAX BURDEN 

Table 4 
Ratio: of Tax Revenue to Ngtional Imome 

(per cent)
’ 

Fiscal Year T/GNP T/NNP DT/GNP IT/GNP 

1952' 11.7 13.2 3.4 8.3 

1955 
7 

12.2 14.1 3.7 8.5 

1954 12.1 14.4 2.8 9.3 

1955 14.4 17.0 3.8 10.6 
1956. 14.2 16,8 3.7 10.5 

1957 14.4 17.1 34 11.0 
1958 

' 

15.2 18.1 5.5 11.7 

1959 14.5 17.2 3.2 11.3 
1960 

‘ 

13.5 16.0 5.1 10.4 
1961 

' 

12.9 15.3 2.9 10.0 
1962 12.6 15.2 2.7 9.9 
1963 11.9 14.2 2.6 9.3 
1964 11.9 - 13.9 2.6 9.3 

1965 13.4 15.8 2.8 10.6 
1966 13.7 16.3- 2.7 11.0 
1967 

' 

14.4 17.4 3.0 11.4 
1968 16.7 20.5 3.8 12.9 
1969 - 18.1 23.2 4.5 13.8 
1970 16.6 21.2 4.5 12.1 
1971 16.3 20.7 4.7 11.6 

Keys: T = Total‘Tafevenue; GNP = Gross National Product; 
NNP = Net National Product; DT = Direct Taxes; 1T = Indirect Taxes 

Source: Ministry of Finance and Director-General of Budgets, Accounts and Statistics 

International crOss-section studies of tax 
burdén and tax effort in developing coun- 
tries have been made by a number of eco- 
nomists. One of the earliest studies is by 
R. J. Chelliah [2)], who covered the pe— 
riod 1953—65 for selected countries of the 
ECAFE 4 region: Burma, Ceylon, India, 

Japan, Korea, Malaya, Pakistan, Phillipines, 
Taiwan,*and Thailand. He found that the 
tax/GNP ra'tio of Taiwan was fairly high 
in comparison with others, ranking third 

110 

during 1955-55 and fourth during 1961-- 

65. The variations in tax ratios were attri- 
buted to differences in the degree of 
“openness” (the larger the foreign trade 
sector, the higher the tax yield), ‘per capita 
income levels, dagree of monetization, ad- 
ministrative efficiency, and social philoso- 
phy. The static tax/GNP ratio fherefore 

4. ECAFE stands for the Economic Commission 
for Asia. and the Ear East, United Nations. 
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does not‘ adequately reflect the tax po- 
tential or tax effort of the country con- 
cerned unless these factors are taken into 

' 

account. The marginal propensity to tax in 
Taiwan, according to his estimate, was 
0.154, lower thah Ceylon, India; Japan, 
and Malaya, but higher than Pakistan, 
Philippines, and Thailand; The share' of 
direct tax'es in total tax revenue was how- 
ever lower than all others except Thai,- 
land. 
Lotz and Morss [8; 9}, in their study of 
52 developing countries during the period 
1963-65, explicitly a110wed for such {Fac- 

tors as per capita income and degree of 
openness. They made a least-squares esti— 
mate of the “average” tax ratio for any 
country as a function of its pay fidpitd in- 
come and' its degree of openness. The 
actual tax ratios and the averages were then 
compared: the country whose actual ratio 
exceeded the “average” one by the largest 
percentage was given the highest tax effort 
ranking, while the country whose actual 
tax ratio fell short of the “average” by 
the largest percentage was given the lowest 
ranking. On this criterion Taiwan ranked 
23rd in tax effort, which is somewhat 
above average. In terms of tax/GNP ratio 
alone, however, Taiwan ranked 28th. 
among the same 5.2;member group. 
The most recent study is by R. W. Bahl 
[1], who used What he called a “repre- 
sentative tax system” approach for making 
inter-country tax effort comparison. The 
econometric methods are too complicated 
to be summarized here, but the essential 
idea is that the taxable capacity is the 
total tax revenue that would be collected 
if‘ each country applied-an identical set of 
effective rates to the selected tax bases, 
or the yield of a representative tax system. 
The actual collections are then compared 
with this yield, with an index of unity 
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indicating an average tax effort. Ordinal 
rankings are then made according to this 
index. The sample was 49 developing 
countries during the period 1966-68. In 
terms of ‘tax effort, Taiwan ranked 25th 
with an index of 0.9069, but in ‘terms of 
relative taxable ‘capacity Taiwan ranked 
18th in the same group. 
It is interesting to note that studies by 
different scholars all agree that Taiwan’s 
tax effort was about avérage in comparison 
to other developing countries. However, 
Bahl’s study also shoWs that Taiwan’s, ac— 
tual collection of taxes fell short of its tax- 
able capacity, implying there is room for 
improving tax effort and administrative 
efficiency. 
Another related, but not identical concept 
is income elasticity of taxation, which 
measures the responsiveness of tax revenue 
to changes in national income in relative 
percentage terms. As such it is a Critically 
impOrtant variable for developing coun- 
tries'~that wish to mobilize domestic re- 
soufces for public investment. Increase in 
tax revenue may, of course, be due ‘to both 
autonomous as well aS‘ exogenous causes 
(such as government raising the tax rates, 
imposing new taxes, and improving admini- 
strative efficiency). To, the extent that the 
latter causes are important, the concept 
may also serve as an indicator of tax effort. 
Using a linear double-log regression equa- 
tic‘m, Taiwan’s‘elastic'ity of total tax _reve- 
nue with respect to GNP during 1955-65 
was estimated by Chelliah at 0.95, lower 
than all other countries studied (Ceylon, 
Malaya, India, Pakistan, Philippines, and 
Thailand). However, in an ambitious re- 
cent study. by C. C. Tai [12] covering the 
period 1952-69, and using essentially 'the 
same methodology, the same elasticity was 
estimated at 1.138. Tai also made detailed 
estimates of the elasticities of various types 
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of taxes, ranging from 0.832 for Vehicle 
License Tax to 2.136 for Estate Duty. The 
elasticity of direct taxés as a Whole was 
however much lower than that of indi- 
reC‘t taxes: 0.951 as against 1.20. Another 
study by T. N. Chiang [3], covering the 
period 1951169, gave the elasticities of to- 
tal tax revenue, direct taxes, and indirect 
taxes as 1.066, 0.947, and 1.111 respecti- 

vely. 
Ho'wever, the terminal date of .even the 
most recent published .studies was the end 
of 1969. For 1969-71, the present writer, 
using the same methodology in order to 
ensure consistency and comparability, has 
found that the elasticity of total revenue 
with respect to GNP had declined to 0.83. 
One important aspect which Tai tackled but 
neglected in other studies is the whole 
question of tax burden. The static tax/ 
GNP :atio is a misleading indicator for 
true tax burden, since it ignbres or assumes 
away the initial distributiOn of income. 
This ‘ 

is especially pertinent to Taiwan, 
where the role of indirect taxes, which 
tend to be regressive, is predominant. 
Using the 1966 Family Expenditure Sur- 
vey data, Tai studied the incidence of se- 
lected direct and indirect taxes among dif- 
ferent occupational and income groups; His 
findings confirm the general regressivity 
of indirect ‘taxes, including the Govern- 
ment- Wine and Tobacco Monopoly. If we 
take one of the main indirect taxes, the 
Commodity Tax, for example, in 1966 
basic necessities accounted for 49.3%, ma- 
nufactured goods 45.1%, and luxuries 
5.6% of ‘ this'source of income. The lo'wer 
income‘ groups therefore bear a higher pro- 
portional burden as‘ far‘ as this taxis con- 
cerned; especially in View of the fact ‘that 
their marginal propensity to' consumer is 

normally' higher. However, the degree of 
regressivity differed as between various oc- 
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cupational and income groups. Progressivi- 
ty was found to be limited ,to Land Tax, 
Prdperty Tax, and Income Tax, but be— 
cause direc't taxes accounted for no more 
than 25% of total tax revenue, the over— 
all tax_ structure tended to be regressive on 
balance. 
The core of the problem appears to be the 
relative inelasticity of direct taxes ——'— a 
conclusibn confirmed by all empirical stu~ 
dies. During the past two decades Tai- 
wan’s national income has shown a. re- 

markable growth record; in fact the growth 
rate has been accelerating over the years. 
According to one leading authority on 
Taiwan’s national income, M. H. Hsing 
[4), the average annual growth rate of 
Net National Product (NNP) in constant 
prices during 1953—60 was 6.35%, but this. 
increased to 9.4% during 1961-68. Recent 
data suggest that during 1969-71, annual 
growth rate of NNP aVeraged about 
14.7% at current prices, or 12% at 1966 
prices. However, the fact that income elas- 
ticity of direct taxes has remained lower 
than unity and even declined suggests that 
revenue from this source has, not kept Pace 
with economic growth. Several reasons 
might be suggested. As has been‘shown 

. earlier, the marginal rates of various direct 
taxes, with the exception of Land Value 
Increment Tax, are by no means steep. But 
the impact of even this mild progressivity 
has been softened by generous tax conces— 
sions provided under the Statute for thé 
Encouragement of Investment. Further- 
more, under the' amended Income Tax 
Law, a wide range of incomes are perma— 
nently exempted. These include salaries of 
e'lemen'tar'y school-teachers and military 
personnel, pensions and retirement benefits 
of public employces, housing allowance 
and fringe benefits paid in kind to public 
employees, in‘Surance premium, interest 
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from savings deposits, earnings from go- 
vernment agencies and government1owned 
public utilities. Hence increasing prosperity 
does not necessarily bring a corresponding A 

1y higher proportion of the PopulatiOn or 
greater number of firms Within the tax- 
able brackets. Finally, inelasticity of direct 
taxes may reflect widespread tax evasion 
and administrative inefficiency. 

CONCLUSIONS 

During the post—war period fiscal policy in‘ 
Taiwan has been mainly preoccupied with 
the dual objective of price stability and 
economic growth. Thai: priority should 
have been given to the former objective is 
understandable since hyperinflation, resul- 
ting primarily from persistent budgetary de- 
ficit, was one of the major factors res- 
pd‘nsible for the downfall of the Nationa- 
list Government in China. Even after its 

evacuation to Taiwan in the late forties, 
government deficit continued for a con— 
siderable time, made good only by the 
issue of bonds and American aid. It was 
only since 1963 that budgetary surplus has 
been consistently achieved. The need for 
stimulating growth is also obvious, due to 
the government’s determined efforts to 
industrialize the economy. It follows from 
this policy orientation that tax incidence 
tends to fall on consumption rather than 
on saving (hence on investment). 
Our survey makes it abundantly clear that 
tax revenue is dominated by regressive in- 
direct taxes, and that there has been no 
major structural changes in this pattern 
during the past two decades. Taiwan’s 
remarkable economic growth combined 
with mild inflation (averaging less than 
5% a year during the Past decade) indi- 
cates that the government has been reason- 
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ably successful in its primary objectives of 
fiscal policy. However, another objective 
of fiscal policy widely accepted by econo- 
mists as equally important — distributional 
equity —— has been largely neglected. More- 
over, the lack of progressivity (partially 
reflected in the low elasticity of direct 
taxes) means that the automatic stabilizing 
functions of the tax structure in business 
cycles is relatively weak. 

One of the major tasks’ in: any future tax 
reform must therefore be to increase over 
the long term the relative Proportion of 
direct taxes, and to raise the incOme elasti- 
city of such taxes. Given the Present so- 

- cial and political cbnstraints, however, any 
radical overhaul of the "tax system in fa- 
vour of direct taxes (by introducing steeper 
progressive rates andfreducing exemptions 
and tax incentives) appears highly unlike- 
ly. More feasible ate administrative re- 
forms aiming at simplifying procedures 
and increasing efficiency. It is in this 
area that the govgzrnment has taken various 
ad b0: measures, such as‘ amending various 
tax laws, intensifying tax auditing, and 
encouraging business firms to file incéme 
tax returns thIOugh certified public ac- 
countants. Efforts have also been made to 
ameliorate the burden on small ffeirrners. 

Thus, small farmers with tax liabilities of 
less than him assessment units are now 
allowed to pay'their tax in cash in lieu of 
rice crops. Self-employed farmers are also 
allowed to deduct production expenses up 
to a maximum of 70 (agéinst 49% pre- 
viously) of their aggregate income. These 
will bring marginal relief to the farmers, 
but since the net change in total tax re; 
venue is trivial (the estimated loss to go- 
vernment being only NT$ 70 million, or 
0.2%), the overall pattern of tax inciden- 
ce will hardly be affected. 
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DEVELOPMENTS IN INTERNATIONAL TAX LAW 
UNITED KINGDOM 

Proposals for a tax credit system 

Tbi; i; the t/az'rd Cbzzptei' of the “green paper” tomerm'ng the propwed tax crédit 
Jyxtem in 15/98 United Kingdom. 1 T179 firlt two Chapter; appeared in the February 
Lame of the BULLETIN. 

Chapter 3 
7 

Other income tax changes 

49; People outside the scheme would, as 
explained in paragraph 31 above, receive- 
personal allowances corresponding to the 
tax credits. For people within the scheme 
the new credits Would take the place of 
the main income tax personal allowances 
and PAYE coding would disappear. It 
would thus no longer be possible to give 
other tax reliefs, such as that for mortgage 
interest, by adjusting tax deductions made 
from pay. Nor would the PAYE machinery 
any longer be available to recover ‘the tax 
due on other income—for example, small 

A 

maintenance payments or investment in- 
come received in full. This chapter out- 
lines proposals, which would apply to all 
taxpayers, for dealing with the various re- 
liefs and deductions that are at present 
mostly given through the PAYE.coding 
and then considers how to deal‘ with the 
tax on income other than employment in- 
come which has hitherto‘been collected .by 

_ 
an adjustment of the coding. 

THE PRINCIPAL CHANGES 

50. First to be considered are three reliefs 
which are claimed by many millions of 
taxpayers: the relief for life assurance pre- 
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miums, the relief for interest paid, and the 
deduction for expenses of employment. 
There would be no means of giving these 
reliefs under the new system as there are 
under the PAYE machinery; but t6 allow 
relief in a form' which would require re- 
payment after the end of the year would 
be so costly in staff as to put at risk the 
savings which the scheme would other- 
wise provide. It is essential to find other 
ways of giving effect to these reliefs and 
deductions. The proposed solutions are as 
follows. 

Life amtmnce relief 
51. Mint of the fourteen million Claimants 
to life assurance relief are now given an 
aIIOWance in their PAYE .coding which! 
automatically gives the appropriate :elicf. 
Equivalent relief could be given at source 
at the time of payment and this 'is the 
course proposed under the tax-credit 
scheme. :On payment of a qualifying pre- 
mium, the policyholder would deduct‘tax 

1. We acknowledge that the following material 
is British crown cépyrighttreproduced with the 
permission of the Controller of Her Britannic 
Majesty’s Stationery Office. 
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at 15 per cent (the rate at which relief 

will be given after unification of income 
tax and surtax). The Life Office would 
be able to recdver from the Revenue the 
15 per cent withheld from qualifying Pre- 
miums. 
52. This change in the basis of relief 

would have two consequences. First, pro- 
vided the policyholder paid an amount of 
tax on his income at least equal to the 
tax withheld from his premiums he would 
normally receive the correct relief auto- 
matically without further adjustments. 
Virtually all members of the new scheme 
would be in this position. Some policy- 
holders would have‘ incomes below the tax 
threshold. Under present arrangements 
they would not get tax relief in respect 
of the premiums, but what is proposed 
would in effect allow them to obtain relief 
in future.

' 

53. Second, the effect of the change would 
be.to reduce the amount of relief avail- 

able to taxpayers whose total annual pre~ 
miums are less than £ 20 and who, under 
the unified income tax- system; will obtain 
relief at the ‘basic rate of 30 per cent on 
f. 10 or on the amount of the premiums 
paid, if less. This degree of simplification, 
like that proposed in paragraphs 58 and 
59 on the treatment of tax relief fer ex- 
penses, would be essential to the operation 
of the new scheme. The loss in tax relief 
for someone paying premiums'of not more 
than :6 20 would be very small, the maxi- 
mum being £ 1.50 a year, or 319 per week, 
this being the difference between relief at 
15 per cent and 30 per cent on a premium 
of £ 10; these small losses can reasonably 
be expected to be outweighed by the gene- 
ral improvement in tax relief given by the 
scheme as a whole. Moreover, the new 
arrangements would be of particular_ be- 
nefit to those whose incomes are not suf- 
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ficiently high for them to take advantage 
of the tax relief at present given on small 
premiums. 
54. Giving the life assurance relief by de- 
duction‘ at source would raise a number of 
other problems in the application of the 
law affecting life assurance relief, somé of 
them inevitably somewhat technical, which 
the Government will wish to discuss with 
the Life Offices and othér institutions con~ 
cerned. They recognise that there may be 
certain difficulties, but they are confident 
that these can be overcome. 

Relief for interest paid 
55. Relief for interest paid on' loans for 
buying or improving property in the 
United Kingdom (here referred ‘to as. “pro- 
perty loans”) is claimed by We: five mil- 
lion taxpayers. Up to 1970 annual interest 
on loans was Paid under deduction of tax 
at the standard rate unless the interest was 
Payable to a bank, building society, or (in 
certain circumstances) local authority, in 
which case it was paid in full; Since 1970 
virtually. all interest on loans to indivi- 

duals has been payable in full, and relief to 
borrowers who are within PAYE is given 
through an adjustment to their PAYE 
code number. 
56. From the introduction of the new 
scheme interest.on property lOans would " 
in general be Paid under deduction of thx; 
on paying interest the borrower Would 
deduct income tax at the basic rate, paying 
over .the net amount in satisfaction of the 
interest due. This would ensure that all 

borrowers received the full amount of re- 
lief due, generally when the interest was 
paid. This arrangement would be Confined 
to interest on property loans by bodies 
which are qualifying bodies for the pur- 
pose of the present option mortgage 
scheme; this would include principally 
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building societies, friendly societies, local 
authorities and life assurance companies. 
No steps would be taken to recover tax 
withheld at source from interest on quali- 
fying loans where the payer’s income Was 
below the tax threshold. The scheme 
would thus give everyone, irrespective of 
income, tax relief at the basic rate. It there- 
fore has the important advantage that it 
would automatically make available assi- 
stance equivalent to that provided now 
under the option mortgage scheme to those 
who cannot under present arrangements 

. 
obtain the benefit of full tax relief on the 
interest that they pay. It would ‘thus be 
possible to wind‘ up the option mortgage 
scheme, and to relieve borrowers of the 
need to make the sometimes awkward de- 
cision on Whether or not to apply for an 
option mortgage subsidy. 
57. The Government will discuss with the 
bodies concerned how the scheme would 
operate. Consideration will be given to 
the method of relieving other interest qua- 
lifying for relief.

' 

Expense: - 

58. An employee may claim a tax deduct- 
ion for expenses incurred “wholly, exclu- 
sively and necessarily” in the performance 
of his duties. Some eleven million claims 
to expenses deductions are made each year, 
of which the large majority are claims to 
small flat-rate allowances for the cost of 
tools and clothing in particular trades. The 
relief is given in nearly all cases throngh 
the PAYE coding and it would not be 
possible to 

I 

give it in this way once the new 
scheme was in operation. To give relief 
by repayment at the end of the tax year 
would be impracticable, given the number 
of claims involved. . 

59. Under the new Scheme a new standard 
deduction for expenses would‘ be intro- 
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'duced and this would be taken. into ac- 

‘count in fixing the amounts of the new 
credits; this deduction would for the most 
part replace the separate individual allow- 
ances that are now given. It would cover 
allowances now given for: tOOIS, clothing, 
professional expenses, subscriptions and 
other small amounts of expenses, but not 
superannuation contributions, which are 
considered. in the next paragraph. It would 
"bé given regardless-“of the actual expenses 
incurred. It is proposed that the amount of 
the standard deduction incorporated in the 
new credits should in terms of present 
Values be £ 30. If an employee’s expenses 
were larger than this sum he 'could Claim 
for the extra, subject possibly to a de 
minimi; rule. The standard expenses de- 
duction would also be incorporated in the 
wife’s earned income relief. 
60. At present an employee who contri- 
butes to a superannuation scheme by re- 
gular deductions from his pay obtains tax 
relief either by an allowance through his 
PAYE coding or because his 'employer cal- 
culates the income tax on his pay after the 
contributions have been taken off. Arran- 
gements are now being made whereby all 
émployers will move over to the latter 
System so that the need to include super- 
annuation contributions in the coding will 
disappear; No change in the treatment of 
Superannuation contributions would there. 
fore be required on the-introduction of 
the new system. 

OTHER CHANGES 

61. The foregoing paragraphs haw: sug- 
gested ways of dealing with the three re-. 

liefs affecting very large numbers of tax- 
payers which under the tax-credit system 
it would not be possible to-allow by co- 
ding adjustment; While the solutions pro- 
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DEVELOPMENTS IN INTERNATIONAL TAX LAW 

posed raise certain technical problems they 
would not create any complications or dif- 
ficulties for the great majority of those 
claiming the reliefs. The remainder of this 
chapter is concerned with the future of the 
secondary personal allowances and the 
treatment of income other than pay or 
Pensions. Relatively few people would be 
affected by these changes, but it is never- 
theless very important that the compli- 
cations for those affected should be re— 

solved. 

SECONDARY PERSONAL ALLOWANCES 

62. Under this heading are included the 
dependent relative allowance, the house- 
keeper allowance, the additional Personal 
allowance given where a married man with 
children has a totally incapacitated wife, 
the allowance given to a single person who 
maintains a. female relative to look after a 
younger brother or sister, the relief in res- 
pect of daughter’s services and the blind 
person’s allowance. The special allowance 
for the married man with children who 
has an incapacitated Wife and the blind 
person’s allowance rest upon considerations 
which are not affected by the scheme and 
these allowances would remain. But so far 
as the other allowances are concerned the 
effect of the scheme in most cases would 
be to give more favourable treatment than 
is at present available and it would be ap- 
propriate as a result to withdraw those 
allowances. 
65. Most of the allowances which would 
be withdrawn are due in respect of rela- 
tives of the taxpayer who are in some 
degree dependent upon him. Many of 
these relatives have very little income of 
their own. and thus cannot benefit fully 
from the income tax personal allowances. 
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Under the new scheme, however, the ma- 
jority of them would be helped directly 

by their tax credits; even if the single 
credit were no higher than the present 
single personal allowance it would give a 
net increase of .£ 1.40 a week to the single 
pensioner with no other income than the 
basic pension, and with a :6 4 single Credit 
the net increase would be £ 1.98 a week. 
This compares with the 58p a week which 
the standard dependent relative allowance 
for example is worth at a 30 per cent rate 
of tax. ‘ 

64. The scheme would thus give many 
dependants a measure of financial inde- 
pendence, and it would be wrong to give 
an income tax relief in respect of them to 
somebody else in addition to the credit 

they received themselves. There would be 
others who could not be brought Within 
the scheme at the start. Many of these will 
never have qualified for national insurance 
benefit because of prolonged incapacity. 

They are already entitled to claim supple- 
mentary benefit and it would seem better 
where help is needed to give it directly to 
the dependent relative than in the form of 
tax relief to the person helping to support 
him. 
65. Finally, there would be a small num- 
ber of dependants outside the scheme with 
incomes which were above the level at 

which they could qualify for supplement- 
ary benefit, but which were at the same 
time not large enough to disqualify a re- 
lative contributing to their maintenance 
'from the dependent :elative allowance. In 
these as in other cases the contributing 
relative would still benefit from his own 
tax credits, or, if he was outside the 
scheme, from the corresponding increase 
in income tax personal allowances, which 
would wholly orpartly offset the loss of 
the allowance for the dependant. 
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COLLECTION OF TAX. ON OTHER 
INCOME. 

66. In the past it has been convenient that 
certain kinds of income going to those 
below the tax threshold could be paid in 
full: this has avoided the need for a very 
large number of repayment claims which 
would have arisen if tax had been deducted 
at source. However, an increasing propor- 
tion of people have, over the years, be- 
come liable to tax and it has‘ been a valu- 
able feature of the PAYE scheme that the 
coding can generally be adjusted so that 
an employee’s PAYE deductions cover the 
tax due on such income as well as that on 
his remuneration. Following introduction 
of the tax-credit scheme there would be 
very few people indeed who would not 
pay' tax as a counterpart to receiving cre- 
dits, and since the PAYE coding would 
have disappeared other ways of collecting 
the tax wofild have to be found. These are 
discussed below. ' 

67. One solution would .be that income 
tax should be deducted at source more 
widely than it is now. Interest on property - 

and other loans to individuals is mostly 
paid in full. The normal rule for other 
interest and dividends is that they are paid 
under deduction of tax. This applies to 
most Government stock, local authority 
loans, company dividends and debenture 
and other company loan interest; but in- 
terest paid on War Loan, dividends on 
Government stock and bonds held on the 
National Savings Stock Register, Savings 
Bank interest, bank deposit interest and 
interest which is not annual interest is paid 
Without deduction of tax. 
68. The interest on 31/2 per cent War 
Loan is payable without deduction ‘of in- 
come tax under the original terms of issue, 
as are the dividends on a number of Go- 
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vernment stocks and bonds held on the 
National Savings Stock Register. In the 
case of War LOan held on the register of 
the Bank of England or Bank of Ireland 
there is already provision 2 for a holder to 
apply to the appropriate Bank to have the 
interest paid in his case under deduction 
of tax if that is more convenient to him; 
no doubt once the tax-credit system was 
operating many more people would wish: 
to avail themselves of this facility‘rather 
than meet a separate lumpsum demand for? 
the tax. 
69. The question whether arrangements 
should be made whereby tax is deducted 
at source on dividends on securities held, 
on the National Savings Stock Register 
(other than those which are paid without 
deduction of tax under the terms of the 
prospectus), or on interest arising on de- 
posits With the National Savings Bank or 
with a United Kingdom Trustee Savings 
Bank, will require further consideration. 
But in any event the introduction of the 
tax-credit system is not intended to affect 
the exemption from income tax at present 
allowed on the first £ 21 interest on de— 
posits held in an ordinary account with the 
National Savings Bank or the Ordinary 
Department of a United Kingdom Trustee 
Savings Bank and certain other savings 
banks. ‘ 

70. It is important to the new scheme that 
interest paid on other forms of bank de- 
posit should be Paid under deduction of 
tax and the Government will wish to en- 
ter into discussions with the banks to see 
how this might be done. 
71. Tax cannot be collected at source from 

2. Section 101(2), Income and Corporation 
Taxes Act 1970. 
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certain kinds of income, f0: example, ear- 
nings from self-employment, income from 
property and some forms of interest. Tax 
due on such income W‘Ould normally be 
collected by direct assessment, as is done 
in many cases at present. The‘ Possibility of 
self-assessment in these cases is being con- 
sidered. It may be desirable to arrange in 
Some cases for the collection of directly 
assessed tax, including tax which has not 
for some reason been deducted at sourCe 
from employment income, to‘ be made by, 
special deductions from pay made by em- 
ployers; recovery of credits which have. 
been overpaid might also be made‘ by de- 
ductions from pay. 
72. Small maintenmgre paymentx. As the 
law now stands, maintenance payments 
made under a Court Order have to be 

120 

made in full Without deduction of income 
tax provided they do not exceed a certain 
amount. Tax relief is then given to the 
payer by adjusting his code number or by 
a repayment. It would generally be more 
convenient under th; new system if tax 
were deducted at source from maintenance 
payments. Where the wife was Within the 
new scheme she would thus bear the right 
amount of tax without further action; at 

the same time the husband would auto- 
matically obtain the relief to which he was 
entitled as and when he made payments to 
his wife. If, however, the wife was out- 
side the new scheme and below the in- 

come tax threshold the tax deducted would 
have to be repaid to her, and to avoid 
hardship such repayments would need to 
be made at regular intervals. 
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PRENTICE-HALL ANNOUNCES . . . 

The most strikingly different new tax guide ever published for taxpayers with income 
from foreign sources. ' 

U.S. TAXATION OF INTERNATIONAL OPERATIONS 
Continuously Supplemented. Always’ Up-z‘o-Daz‘e 

This outstanding new Service is created If you fit any of these categories—or if you 
specifically to .help save money for: . 

I 

counsel, advise, or in any way service any 
of these categories—US. TAXATION OF 

u.s. |NDlv|DUALs - INTERNATIONAL OPERATIONS will be an 
with investments and/or earned income invaluable new t°0| for YOU- 
from a foreign sOurce '

‘ 

V 

‘It will deliver management benefits—ope- 
U.S. CORPORATIONS rations benefits—tax benefits. 
with income from foreign sources 

In clear, direct language, backed up by FOREIGN CORPORATIONS practical, tested practices of acknowledged 
With. income earned 01’ taxable in the U-3- 

' 

experts in international business operations, 
the new work spells out how the taxpayer NONRESIDENT ALIENS 

, 

can’ best take full advantage of every po- 
receiving income from, or taxable in the pular, every sophisticated, and,every little— 
U.S. known tax-saving deyice. 

Authoritative, specific guidance frOm one source devoted exclusively to this kind of vital 
help has been non-existent—uniil now. 
With the first 1972 publication of the innovative U.S. TAXATION OF INTERNATIONAL OPERATIONS this important need is now fulfilled. And biéweekly “Report Bulletins” will keep the guide as new and up to the minute as the day. you receive it. 

Personal response to this new publication has been even more enthusiastic than our most 
optimistic projections. Subscriptions are now being accepted by mail 'for $132 a year. 

Address your request to Dept. S-RR-103, Prentice-Hall Inc., Englewood Cliffs, Md. 07682 and specify U.S. TAXATION OF INTERNATIONAL OPERATIONS, 1-year introductory charter 
subscription. 

Annual payment is not due until 20 days after receipt of the new, ready-for—reference 
volume. 
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From Prentice-Hall— 

An indispensable aid for American businessmen, inVestors and corporations engaged 
in or planning foreign operations and for. thosein foreign countries planning or 
doing business in the United States—— 

TAXTREénEs”
‘ 

This definitive guide is indispensable for ahy businessman or corporation that sells, 
buys, manufactures, or invests in the United States—as well as for any American 
businessman or corporation that does business in foreign countries. It tells you: 

* How and where to handle your investments while eliminating'the chance of 
double taxation. ' 

A‘ 
1 h 

H V 

- 

' " 

* How much of your investment income will be protected by tax treaty exemptions. 
* How much business Americans can carry on in a fOreign country and vice versa 

without becoming taxable as a “permanent establishment.” 
* How to protect your employees who are temporarily at work abroad from a 

double tax burden. 
‘ V 

' ’ '
- 

In TAX TREATIES, you’ll also find: - 

1. The full official text of every existing treaty, Supplementary treaty, or protocol 
relating to income taxes and estate and gift taxes, between the United States 
and each of its tax-treaty countries, including model treaties showing the 
latest trends . . . 

' ' 

2. Annotated editorial text arranged in a Uniform Paragraph Plan . . . makes for 
' easy’ direct comparison of prdvisionS'of one tax treaty country with another . . . 

permits a single unified index which workshand in. hand with this unique 
setup. You’ll make sure, speedy decisions at the flip Of a Wrist. ‘ 

3. Official reports on each treaty giving you the background behind the provisions; 
- " why particular treaty'articles were included; and what each provision means 
to you. - - - ~ - 

‘
- 

'4. A Special Finding. List at the beginning of--the editorial summary for each country 
. . . speeds you quickly to explanatory and official material that affects you. 

- 5. Monthly REPORT BULLETINS, analyzing the latest treaties, decisions and 
rulings, keep you right on top of- today’s fast-breaking tax treaty developments. .. 
(plus Current Matter containing the most recent US. court decisions and IRS 
rulings give you the latest judicial and official word ‘on tax treaties.) 

In today’s constantly expanding international commerce, expert tax-managing or 
tax-counseling of business activities between the United States and each of its treaty 
cbuntr—ies is a mush—so keep up to. date with Prentice-Hall’s TAX TREATIES. 
To ovrder’a hue-year: introduétoiy §i§bscripfion 10 this unidfie publication at the low 
rate of only $78, address Department S-TT-103. 

PRENTICE-HALL,iNC.
" 

."Efiglewoodz Cfiff§a'NéW'.IeTS¢Y‘07..632'“ ,. ,, 
" ‘ -U.'S.A;-: t 

' ‘ 
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ARTICLES a 9s 

IMITCHELL B. CARROLL *: 
THE UNITED STATES - CANADA INCOME TAX CONVENTION ‘— ITS‘ORIGI'N AND DEVELOPMENT" 

The Income Tax Convention with Canada, 
signed March 4, 1942, was the fourth 
concluded by the United States, two of the 
earlier conventions being those. of '1932 
and. 1939 with France and the' third {ivas 
with SWeden of 1939‘. The treaty with 
Canada, was the lay-Product of a Regional 
Tax Conference organized ‘in‘ MexicO’ in 
June 1940. Apart frbm settling a number 
of tax Claims and complaints between..the 
two countries the treaty ‘with our northern 
neighbor se't an example for treaties be- 
tween 3 developed and '& deVelo'ping 
country. -

. 

Agreements restricting the fiscal juris- 
diction.of States ‘to‘ mitigate or prevent the 
overlapping of principles of tax' juris- 
diction that reSults in double taxation can 
be traced back to‘1899 when Prussia set 
an example by concluding a convention 
with Austria-Hungary.

V 

The United States had to resort “to a treaty 
to protect its corporatic‘ms from the extra: 
territorial application of the French tax on 
dividends distributed by US corporations 
in Order to allay. the suspicion of French 
administrators that they were. paid out of 
profits madeby subsidiagies in France. We 
negotiated? the treaty in 1930' and it was 
signed on April 27, 1932. 
Less than a decade later, Canadians were 
complaining against the‘U.S._ Treasury in 
reaching into Canada to. levy’ extr'éter'rito- 
rially its . tax 

'~ on dividends “and interest 
paid by Canadian corporations presumably 
out of prbfits deriyed‘ in 'the U.S.A., and 
to cbllect the US. accumulatéd earriings 
tax from a Canadifin company. ' 

The government‘in Washington had long- 
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pending claims against residents of Canaé 
(19. on gains from the sale of American 
,secu‘rities and: Commodities on its stock 
and Commodities exchanges. . 

As both the Americangand Canadian neg 
gotiatdrs, had collaborated with me‘ "in pre; 
paring a model convention on the allo- 
cation of business income toA-‘supplement— 
general conventions on the avoidance of 
double taxation, and were attending the 
League of Nations Regional Tax Con; 
ference in Mexico; they were easily per- 
suaded to try to formulate a convention 
between their two countries that Would 
settle pending claims and complaints and 
lay a basis for enterprises to do business 
across the frontier of some 3,000 miles 
without becoming subjected to double 
ta'xatiom ' " “ 

The basic provisions on dealings through 
branches are- in Articles I to III, and 
through subsidiaries in Article IV. The 
main provision applying a 15%,‘Withhold- 
ing tax on dividends and interest, and 
also patent royalties is Article XI; however, 
copyright foyalties are exempt at source 
under Article XIII C. - 

BACKGROUND OF THE TREATY 
BETWEEN THE U.S.A. AND CANADA ' 

Canada was the ‘third country with which 
the United States adopted a. convention to 

* Honorary President, Intgrnatibnal FisCaI As- 
Soc’iation; Of CounSeI, Coudei't Brothers, New 
York. This artiqle {5 based on the Speech deliver- 
ed 9:: February 2, 1973 at the Conferente of the 
International Fiscal Associatibn (Us. Branch) 
on the Canadian-US. Tax Treaty. 
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U.S.A.-CANADA INCOME TAX TREATY 

avoid this double taxation of income frém 
international business and investments. Its 

contents reflected 'to a large degree the 
provisions- in our first treaty with France, 
signed April 27, 1932 (TS No. 885) 
which was negotiated expressly to protect 
American corporations with subsidiaries in 
France from the extraterritorial imposition 
of the French tax on dividends distributed 
at their head office in the U.S.A. It was 
replaced by a broader treaty, signed July 
25, 1939 (TS' 988; Stat. pt. 2 893). ' 

A treaty with Sweden was signed'March 
23, 1939' (TS 958; 54 St. pt. 2, 1759).‘ 
The epoch-making treating With Canada, 
sighed oh Match 4, 1942 (TS 983; 56 
Stat; 1,599) has been amended by supple- 
mentary conventions of June 12, 1950 
(TIAS 2347; 2 UST‘pt. 2. 2255); of‘ 
August' 8, 1956‘ (TIAS 3916; 8 UST 
1619); and of October 25, 1966 (TIAS). 
Consideration is now being given to the 
question whether further amendments are 
desirable because of recent changes in the 
Canadian tax law. ‘ 

The convention of 1942 was a by-product 
of the Regional Tax Conference held in 
Mexico City in June 1940 that I‘organized 
as‘chairman of the League'of Nations Fis- 
cal -' Committee. 
This conference was composed mainly of 
ranking tax officials of governments in the 
Western Hemisphere. Canada was repre- 
sented by its Deputy Ministérof National 
Revenue, C. Fraser Elliott, K.‘ C. The 
United States sent the Deputy Commis- 
sione'r of Internal Revenue, Eldon P. King, 
and the‘ Assistant Chief "'of"'the Department 
of State. Treaty Division, ,William V. 
Whittington. Representatives attended 
from Mexico', Colombia; Venezuela, Ecfia- 
ddr, Bolivia, Chile, "Argentina and Uru: 
ggay, land observers“ came frome Guate- 
mala, Cuba and the, Pan American Union. 

132 

The objective was to formulate conventions 
that Coulvd‘be' used as models for agree— 
ments between, on the one hand, the 

'- United States or a European government, 
and, on the other, any‘ less developed 
country of Latin America; to remove tax 
obstacles to the resumption of business 
and‘investments after the terminaiion of 
World Wat II. ‘ 

Hence, the participants brought up-to-date 
the'general provisions of the model‘ con- 
ventions adopted at Geneva in October 
1928 at a world meeting of experts from 
'27 governments. and the supplementary 
clauses on the allocation of income of 
enterprises operating in two contracting 
states through permanent establishments or 
affiliated companies. This model was 
predicated on the results of an on-the-spot 
survey the committee had appointed me to 
conduct in some 30 c0untries around the 
world 1. 
Tax treaties can be traced back in the 
United Nations COIIection to the first one 
concluded in 1899 between Austria-Hun- 
gary and Prussia. Commerce and invest- 

ments were crossing frontiers in central 

Europe and the tax administrators, on 
noting the obstructive effects of imposing 
the taxes of two countries on income 
flowing from a source in one to a recipient 
resident in the-other, decided that the only 
remedy was to agree by treaty on.limit- 
ations on their respective jurisdiction that 

1. League of Nations, Taxation of Foreign ‘agd 
National Enterprises, Vols. I to V and ABA, 
the Internation Lawyer; July 1968. Vol; 2 No. 
4, pp 692-722, International: Tax Law, by Mit- 
chell B. Carroll, League of Nations, Fiscal Cogn- 
mittee, .Model Bilateral Conventions for the 
Prevention of International Double Taxation 
and Fiscal Eva$ion, Second Regional Tax Con- 
ference, Mexico. D. F. July 1943. 
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would prevent double taxation; 
Treaties followed between other pairs of 
states. When the League of Nations was 
invoked by the International. Chamber of 
Commerce in 1919-20 to do something to 
protect international business from ' the 
“evils” of_ double taxation it appointed 
a committee of tax. officials to begin to 
draft a model conventiOn, reminiscent of 
the pre-‘world War I tax treaties, that' 
would point the way. Officials who met at 
Geneva started to negotiate along the 
agreed lines treaties between themselves. 
In the late 1920’s French-officials sought 
to recover taxes on income that they 
thought had been diverted from subsidiaries 
in France to US corporations. ‘The officials 
assessed thé’tax on income from securities 
on dividends distributed in the‘ United 
States by such parent corporations. the 
administration was upheld by the Tribunal 
de la Seine and the “agents” began to 
assess-parent companies not only in .the 
U.S.'A. but also in other important Euro— 
pean countries. 
The State Department sent several of us 
to the American Embassy in Paris to try 
to persuade French authorities to abandon 
this invasion in. effect of U. 8.; jurisdiction. 
However, they would only agree to a 
solution embodied in a reciprocal treaty, 
that could be used as an ekample in s'ettling 
their claims against companies in the 
United Kingdom, Switzerland, and other 
countries. 

.

. 

Strangely enough, a decade later Canadians 
were complaining against the application 
by the USA of its tax to dividends and 
interest paid by Canadian companies which 
derived 50% or more of their-income 
from certain U.S. sources. In addition 
Canadian companies objected to the 
Treasury’s threat to subject them to the 
accumulated earnings tax when they; re- 
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mined income derived mainly from US. 
sources. ' 

In the early 1930’s the United' States 
Treasury started a Wave of assessments 
against residents in Canada and nothe'r 
countries to collect tax 011 capitall gains 
from dealings in securities and commoditie's 
on US exchanges. _ 

‘ ‘
' 

Now and then one would hair of attempts 
by the Canadian authorities to reach US. 
corporations that Were selling goods 'to 

Canadian customers by soliciting orders by 
mail or through traveling salesmen. 
The 1932 convention with France had 
settled a huge volume of claims against 
U; S. corporations on a .very satisfactory 
basis‘. Hence, it seemed logical for Canada 
and the U. S. to try the same method.- 
This would show readily the usefulness of 
the’model convention, we were drafting,- 
as a guide for'negotiationsr between officials: 
of Canada and the USA. When I suggested 
to Messrs. King and Elliott that they'tryit, 
they agreed to do so with enthusiasm. The 
draft that they prepared in ‘a room'placed 
at their disposal in the Ministry of Finance 
in Mexico City was polished in Ottawa 
and Washington and signed in 1942. 

SYNTHESIS OF US —_-— - 

CANADA TAX TREATY 
Inasmuch as both Messrs. King and Elliott 
had attendedmeetings of the Fiscal Com- 
mittee in Geneva, and hélped in perfect-' 
ing the. model convention of 1935, it was 
logical that they would favor incorporating 
its provisions in the draft that was being 
prepared= by. the Mexico conference and 
embody it in the project for the treaty “be- 
tWeeh- Canada and 'the United States. 
Amefican taxpayers .welcomed‘- in ': this‘ 

agreement the exemption of‘busine'ss‘ in- 
come unlcss attributable to .a' permanent 
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establishment in Canada, the determination 
of income on the basis of sepaicate accounts, 
and the deduction from such profits of all 
related expenses Wherever incurred irr- 

cluding executive and general administrative 
expenses (Arts. I-III). _ 

Aware of the application at- home of 
Section 482 of the Code US 'corPorations 
understood, .the "independent-enterprise" 
test for allocating .income betwee'n them- 
selves and a Canadian subsidiary in Article 
IV. While called Section 45 in' the 1928 
Act, it had been incorporatéd for the first 
time in the 1932 treaty with France. in 
order to assure .that country of the 
cooperation of American officials in re.-' 

capturing Profits that might have been 
diverted to the parent _on this side of the 
Atlantic Ocean. Canadian officials wanted 
it_vto retrieve the tax on income that had 
escaped across the border. 

F01: many years US. Parent corporations 
wére concerned over the maintenance of 
the reduction in rate for a Canadian subm 
sidiary’s dividends from 15% t0'5%, in 
Article X12. However, need for revenue 
prompted Canada to terminate this reduced 
rate on December 20, 1960. The present 
rate of 15% on top of the Combined: rate 
of the dominion and provincial -rates 

brings the effective rate to a level well 
ab0ve the U.S. corporate rate of 48%. 
The fact that the treaty rate of 15% would 
be applied on dividends flowing from a 
U.S. corporation to a Canadian company 
and that such income might escape tax in' 
Canada if the recipient company were 
managed and controlled and therefore re- 
sident in a third country, (and might also- 
escape. tax there if said .country had no 
income tax) occasioned the ending of the 
benefit in such a Case by the supplementary 
convention of October 25, 1966.‘ 
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INTEREST ROYALTIES 

In. general, the 15% ~rate is withheld from 
interest and patent royalties, (Art. XI 1). 
However, copyright royalties are expressly 
exempt 'if the recipient resident in the 
USA. has no permanent establishment in 
Canada (Art. XIII C).. - 

Canadian taxation of directors fees paid to 
U.S. residents for attending board meetings 
in the USA. was ended (by Art. XIII B). 
The extraterritorial -application of U.S. 
taxes to dividends and interest paid by a 
Canadian company to residents of Canada 
other than U.S. citizens was ended by 
Article XII. The.- application of the 
accumulated earnings tax to a Canadian 
company; which was more than 50%- 
owned by individual residents of Canada 
other than U.S. citizens, was terminated 
(by Article XIII). - 

THE TREATY PLACE IN INTERNATIONAL 
TAX LAW 
Before closing -I want- ‘to add that when 
Mr. King took a war Plane to London to 
negotiate the treaty signed April 16, 1945 
(TIAS .1546; 60 Stat. pt. 2. 137.7) and 
flew on to South Africa to make [the 
agreement signed Decémber 13, 1946 
(TIAS 2510; 3 UST pt. 3. 3821), he had 
with him the _treaty with Canada; as an 
example of what could be done. Since 
then it and the treaty with Britain have 
been used as examples in negotiating the 
treaties with other countries, of which 
there are 20 in.force, not counting those 
with subsidiary jurisdictions to which the 
application of the. main treaty‘ has been 
extended. ' ' 

In ‘short, the treaty with Canada is an 
important Part of the development of 
international tax law.‘

' 
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ANIL-KUMA‘R JAIN, *: ' 

_ , APPELLATE MACHINERY FOR 
' 'IN'C‘OME'~T:AX"IN INDIA 

An efficient and: just administrative: ma- 
chinery 'is a; Iinequa non of the success of a_ 
tax. ~Since they v'payrhent of taX'inVles a 
sacrifice- on \the part of the taxpayer, 
justice in this. .field should not only ‘be 
done but should also appear to be done; In 
all [fax statutes the interpretation of.1aw is 
needed' ,and this, “interpretation may be 
made differently-by different persona The 
taxpayer may, have, a different View ofihis tax 
liability, than the taxing authority. Hence, 
administrative machinery of [all countries 
of the World alq the taXpa'yers: to-appeal 
against the Order of the assessing authori- 
ties and appellate machinery has .‘been‘ 
provided for this purpose. It‘is the existence 
of these :rights of revi'ewand ‘r'edeterminati 
ion. ’of executive decisiOns by the appellaté 
and nevisionary authorities that has limited 
the power of: administering authorities; 
While the right to go in appeal or revision- 
is' a powerful factor‘Vin preventing the 
growth of an. arbitrary and: discriminatory 
administration, its effectiveness ‘depénds 
upon ..the circumstances go'vem‘inrg the 
exercise' of that right and the efficiency. 
with which the authorities. discharge their 
duties;i.." ‘ ' 

'
' 

Under the Act- bf. 1886, assesseesg' who: 
were aggrieved by ‘the..assessment, 'had‘ 'the 
right to appeal against the order to the 
Collector in certain cases and to the Di: 
vifiional Commissioner in -other cases: 
Under the Act of 1918‘ the‘xappeal-‘Vcould. 
be filed directly :béfofe the Commissioner ‘ 

of Income=téx; Discretionary powers .were' 
9.136. given .to.:the Chief Revenue: Authority, 
either oh ~its,., own;zinitia‘tive or (n appli- 
cation by the assessee, to refer to the High 
Cog'ft '6f_léw_ Either tha'ri those 
arising froni‘pqnalty or prosecdtion pro? 
ceedings. 2 
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Under the Income-tax Act, .1'922,‘which 
marked “the first. step in- the disengage- 
ment of the Provincial-1"Govemments from 
administering ceritra'l subjects’.”3 a‘ new ‘ad‘e’ 
ministrative machinery of,i11‘come-*taxwas:set. 
up., Under the new administrative 'set up the 
appeals‘aga‘inst the order of incom'e-taxOf— 
ficers laywith .the Assistant Commissionergx‘l‘ 
A second appeal lay‘=wifh the Commis’sioder 
of Income-tax.‘ TheL Connnissioner could, 
ho'viiever,' refer the» points of Iaw to .the 
High-Court either'at his (Own :instah‘cenr 
on: Application from the asse‘ssgse. In case=the 
Commissio'ne‘r declined‘ .to refer themase ’to 
the High; Court (which ,he cofilddo only 
if he felt that no! law point was. invol'véd: 
in the case) ,- the assesses —c0p1d»:ap'proach' 
the High Couft. fox-"a, Mandamus requiring 
thé- Commissioner to’ State the case; Iri 
View of the conflicting decisions taken'by 
different High Courts on the same point, 
a further right of appeal ‘to the Privy 
Council was given in 1926. Since the 
Assistant Commissioners were looking 
after-appeals inuaddition :to their supere 
visory and administrative» duties, the In« 
come-tax Enquiry Committee (1936) felt 
that 'the'right- of, :an assessee‘ t6, go; in 
appeal before an Assistant Commissioner 
was illusory as the very order, appealed: 
against might have been framed under the 
Assistant Commissioners directions: '-Ag- 

* Department of Ecqpomics, Banaras Hindu 
University, Varanasi-5,_ India. 

' 

‘ 

t

' 

1. Report of the Diiett qe: Adminixt'mtz'on 
Enqzkiry- Committee, (1958-59), p. 75‘. 
2. Repofl of the Taxdtian Enquiry Commiflion 
(1955-54) Vol. 11, p.112 ,

- 

3, V.S., Sundram, The Law _of [maple—tax 27; 
India, 1928, p. 15. 

‘

. 

4. Except Where the assessee had defaulted in 
filing a. return or in producing his’ accbunts. 
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cordingly, it recommended for a clear bi- 
furcation of the appellate and executive 
functions .and for two separate authorities 
'to perform these two separate functions. 
Consequehtly, in 1939, a separate cadre of 
Appellate Assistant Commissioners was 
created to deal exclusively with appeals 
against orders passed by Income-tax Of- 
ficers. The function ,of hearing éecond' 
appeal was transferred from the Com- 
missioner of Income-tax to a new authority, 
the Income-tax Appellate Tribunal, created 
in 1941. The Income-tax Appellate Tri- 
bunal became a final authority on questions 
of fact. On points of law, it could refer 
the matter to the High Court. The Com- 
missioner of Income-tax, however, continu- 
ed'to have revisionary powers under which 
he had the power of reviewing the de- 
cisions of lower authorities. This system of 
income-tax appeals in India exists to this 

day and we have today, the following 
authorities in the appeals system in the 
ascending order: _- 

(1) the Appellate Assistant Commissioner 
of Income-ta}:

' 

(2) the Income-tax Appellate Tribunal 
(35) the High Court 
(.4) the Supreme Court 
In addition, the Commissioners. of Income- 
tax alsd have the power to hear and decide 
revision petitions. - 

APPEALS To THE APPELLATE ASSISTANT 
COMMISSIONERS 

If an assessee is dissatisfied with an order 
of an Income-tax Officer, he may file an 
Appeal before the Appellate_ Assistant 
Commissionerwithin 30 days of the date 
of service of the notice of demand.relating 
to thé a'ssessment 01: penalty objected to or 
intimation of the order appealed against: 
An _appeal may be_ filed. against assessment, 
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order of ~rectification, levy of interest, re— 

fund, cancel best judgement assessment, 
partitioh of Hindu undivided family, re— 

gistration of firms, levy of penalty for non- 
payment of ‘tax letc.‘The Appellate Assis— 
tant Commissioner may, however, admit an 
appeal even after the limitation period of 
30 days if he is satisfied that the appellant 
was prevented by sufficient’ canse from 
filing the ‘appeal‘ Within the statutory 
period. The right of appeal before the 
Appellate Assistant Commissioner has 
been given only to the taxpayer and not to 
the Income-tax Department. ' '

, 

Every appeal before the Appellate Assistant 
Commissioner has to be made in a pres- 
cribed form made for the purpose; The 
petition of appeal should be signed per- 
sonally by the assessee if the appellant

I 

files the appeal in the status of.an indi- 
vidual, by the ‘Karta’ 5 ‘in. the case of 
Hindu Undivided family, by a member in 
the case of an association of persons, by 
any partner (not being a minor partner) in 
the case of a‘ registered firm, by‘the prin- 
cipal Officer in the case of a company, 
and in the case "of any .person, by that 
person or by some other person competent 
to act on his behalf. A copy of the order 
appealed against has to be attached to the 
petition of appeal. If an appeal is made 
against an assessment order, the appellant 
has to specify the date of service of the 
notice of demand in the memorandum of 
appeal and ‘the notice of demand has to be 
attached in original. 
An appeal can be filed against any order 
of assessment. No appeal can, however, be 
filed against an order passed under section 
143 (i) of the Income-tax Act, 1961 under 

S. ‘Karta.’ is the head of the joint family who 
looks after and manages all the affaixs of the 
family. 
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which.a return filed by the assessee is 
accepted as correct and complete. Under 
section 144 of the 'Income-tax Act, 1961, 
the Income-tax Officer is empowered to 
make the best judgement assessment eithejr 
compulsorily 6 or at his discretion. 7 In 

' such a case, the assessee can not take a plea 
_ 

in appeal before the Appellate Assistant 
Commissioner that “he was prevented by 
sufficient cause from complying with the 
notice in question and that the assesément 
should be cancelled.” 8 On the other 'hand 
'the proper course for him would be to 
move an applic‘ation .before 'the Income— 
tax Officer9 to cancel the best judgement 
assessment and make a fresh assessment. 
It is obligatory on the part of the Appellate 
Assistant Commissioner to- fix a date of 
hearing of an appealand‘ to intimate the 
same to the appellant as also to the In- 
come-tax Officer against whose brder .the 

. appeal has been filed. Both parties are, 
however, free to appear either I'm-person 
or through their authorized representatives 
on the. date of hearing. During the course 
of heating the .“Appellate Aséistant Coin, 
missioner may... allow the appellant to 
go into any ground of‘ appeal not specified 
in the grounas of appeal, If the Appellate 
Assistant Commissioner is satisfied that the 
omission of that ground from the form 
of appeal was not wilful or unreason- 
able." 10 > 

The hearing before the Appellate Assistant 
Commissioner is a quasi-judicial proceeding 
and therefore, 'each party is given an 
opportunity of being heard in support of 
its case. In conSonance with the principles 
of natural justice, the Appellate Assistant 
Commissioner has to pass a written order 
stating therein the points for determination, 
the decision thereon and the reason for 
the decision. 

. 
.

I 

During the tourse of appeal ptoceedings, 
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the Appellate Assistant Commissioner has 
got enormous powets. His powers are 
wider than those of a court under the 
Code of Civil Procedure. Whereas- the 
powers of the Civil Court are limited only 
to the issues raised in appeal, such is not, 
the case with the Appellate Assistant 
Commissioner. He may examine all matters 
covered by the assessment order of the 
Income-tax Officer. He is also free to con- 

- fir‘m, reduce, enhance or ‘annul the assess- 
ment, or he may set aside -the assessment 
and refer the case back to the Income-tax 
Officer for making. a fresh assessment. 1-1 
It shOuld be remembered here that althbugh 
in the exercise of his power of enhance- 
ment “the. Appellate Assistant Commiss& 
ioner can tax any income which the In- 
come-tax Officer had, expressly or by clear 
implication, considered and held to be not 
taxable but he can not tax an. item of 
income the taxability of which had'not 
been considered at all by the Income-tax 

6. Best judgement assessment has to be made 
compulsorily in a case where the assessee has 
failéd to file a return or where he has failed 
to' comply with the terms of notice requiring 
him to produce accounts or other documents 
specified in the notice or he does not comply 
with the notice requiring him to appear or 
produce evidence'in his support. 
7. In a case Where the ‘assessee’s a'ccounté are 
incorrect or incomplete or where he' does not 
Employ any method of accounting regularly, the 
Income-tax Officer is‘free either to make a best 
judgement assessment or pass an ordinary assess- 
mqnt order. ' 

8. Income-ax Manual, Part HI, 1969, p. 155. 
9. Under' Section 146 of the Income-tax Act, 
1961.

I 

10. Vide Section 250(5) of. the Income-tax Act, 
1961. 
11. Vide Section '251(i) (a) of the Income-tax 
Act, 1961. '

- 
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Officer.” 142 The Appellate Assistaqt Coma 
missioner has to send a copy of his‘order 
to the assessee and to the Commissioner of 
Income-tax, ' 

APPEALS TO THE APPELLATE TRIBUNAL 

If an assessee is aggrieved by any order 
passed by (a) an Appellate Assistant-Com— 
missioner imposing a finé or penalty or 
disposing of an appeal, (b) by the 
Inspecting Assistant Commissioner impos: 
ing a- penalty, or (c) by the Commissioner 
revising an Income-tax. Officer'S' order 
which" is prejudicial to the revenue; he may 
file an appeal before" the Income-tax 
Appellate Tribunal.‘ It is interesting to note 
'here‘that whereas the'right of appeal be- 
fore thé Appellate Assistant Commissioner 
has been given, only to‘ the assessee, the 
right of appeal before the Appellate 'Tri- 

bunal is giVen both to the .assessee and the 
Income-tax Department. This power of 
appeal rests with the Commissioner of In- 
come-tax who on his part, may (iirect the 
Income-tax Officer to prefer an appeal. - 

The appeal before the Income-tax Appellate 
Tiibuna‘lflshéuld bidinarily be filed within" 
60 >c1ays.of the date. {in' which the (mien 
complained against was communicated: to 
the appellant. However,_-in computing this 
period of limitation", the day on whi¢h the 
order complained of wa's‘ served-5nd; if the 
asgessee was nbt furnished. with i .cqpy of 
the order the-time ‘requisitegfor obtaining 
a Copy of‘the- ordexg, 'is_ excluded. A fee of 
Rs. 125 113 has ‘begen prescribed 'fof an 
assessee to file ah appeal before the: 

Appellate Tribuna1.-‘On gece‘ipt of. notice 

that an appeal against the order of the 
Appellate Assistant Cqmmissione: has 
beeh filed before the Appellate Tribunal, 
both the Parties, irrespective of ’which 
party has filed the appeal, are under an 
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obligation to file a memorandum of .cro'ss 
objections Within 30 days of the‘ receipt 
of the notice. The Appellate Tribunal may; 
however, admit 1‘1 such cross-objections- 

even after 30 days if it is satisfied that 
there was sufficient cause for not present- 
ing it Within that Period.» - 

The Appellate Tribunal. is, free to‘ regulate 
its owmprocedure to decide a case; Norma 
ally the powers and functions -of the 
‘Appellate Tribunal are exercised vahdflis; 
charged by Benches ‘constitutcd ‘by' the 
Presidentof the'Appellate, Tribunal froih 
among the members. Usually -a bench con;- 
sists of two _~rnemb’ers of whom one is 

judicial member and one is accountant 
membeg. However, ,if assum of Rs. 25,000 115 
or. less’ is involved in the :case, either the 
President or any authorized membe}: may, 
singly, dispose of the céSe. If the-members 
of' thezBench, differ in opinidn,on any 
point, the ;point is d‘écided ~according_to 
the opinibn of the majority. ‘ . 

~ -'
, 

It 'is true that the, Appellate x-T'ribunal is 
not :a Court but the povirers of the Appellate 
Tribunal in dealing with the appeals a're 

similar fto the powers of an appellateeourt 
under the Code .of-Civil'Proceduxeand any._ 
proCeedings before the- .Appellaté, Tribunal 
are regagde‘d as judicial proceedings. It- is 

on‘ account of this that the noticé of the: 
date of hearing of. the appeal .is served on: 
the assesses by registered post and the. 

l2. Kanga and Palkivgla, The Law and Practiqe 
of. Imam; Tax,‘ (student edition by_ H. 
Ranina),.1971, p. 815. 

' 

I 

' 

_

. 

13. Prior toApril‘ i, 1971', a'fee of Rs. 100 'WaS' 
p’rescribeéi for the pfirpo‘se. -' ‘ 

‘

‘ 

14. Vide Se'ction 255(5) ofthé Income-tax-Act, 
1961‘ . 

‘ ._ 
15. This monetatylimit has been increaSed _to 

Rs.40,000 with effect“. from April 1, i971 to 
facilitate Speeder disposal of appealé by the 
Appellate Tribunal. 

‘ 
‘ 

' ' 
‘ 

:' 
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Tribunal may,l after giving both the parties 
to the appeal an opportunity -~of being 
heard “pass such orders thereon as it 
thinks fit.” 136.Here, the use of the word 
‘thereon' restricts the jurisdiction of the 
Tribunal. Whereas the Appellate Assistant 
Commi'Ssioner is at liberty to consider all 
the aspects of the assessment order of the 
Income-tax Officer, whether appealed 
against or not, the Tribunal has to restrain 
itself only to the subject-matter-of appeal 
which is constituted'by the original grounds 
of appeal. Hence, “the pov‘ver to pass such 
‘orders as the Tribunal thinks fit can 'be 
exercised only in relation to the matters 
that arise in the appeal. It ‘is‘ nbt open to 
the Tribunal to adjudicate or give a find- 
ing on a question which is not in dispute 
and which does not form the subject: matter 
of -the appeal.” 1’7 However, during the 
hearing of the appeal, the Tribunal has 
jurisdiction to allow any. new question to 
be raised, to allow the appellant to raise 
an additiohal ground and' admit additional 
evidence in appropriate cases. 
With effect from April 1, 1964, the Appell- 
ate Tribunal has been empowered to refer 
the question of valuation of assets to the 
arbitration of two valuers; one of whom 
shall be nominated by the appellant and 
the other by the respondent; However; in 
case of a dispute, the matter is referred t6 
the third valuer, after agreement ‘bet'ween 
the two parties," and his decision is final 
in. the"matter.. It sho’uld also-be noted here 
that the Appellate Tribunal is the final 
fact finding authority in India and its de- 
cisions are final on all points. A reference 
to .the High Court can be made only On- 
a point of law. 

REFERENCE TO HIGH COURT 
If the assessee or rthe' Commissioneg: of In: 
come-taxis dissatisfied with the order of 
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the Appellate Tribunal, the Tribunal may 
refer the matter, at the instance of either 
party, to the High Court on any point of 
law arising out of an order of the Appel- 
late Tribunal. It should be noted here, as 
already pointed out also, that only question 
of law'l8 is referred to the High Court 
and. the Tribunal can not be required to 
‘refier a question which was not raised -be~ 
fore it 'in the reference application or 
which is‘ question of pure fact, or which 
d065, not ari'se out of its ordér, or which 
pertains to a new point. A question of 
law can be said to arise out of the order 

,of the Appellate TriBunal’s’ only if it is"- 

dealt with by the Tribunal or is raised be- 
fore though not decided by the Tribunal; 19. 
A reference application for the statement 
of the- case before the Court must 
be'made Within 60 days of the receipt of 
the' order passed by the Appellate Tribunal: 
If the appellant was prevented, in the eyes 
of the Tribunal, by sufficient cause from 
filing a reference application within 60 

' days it may allow it to" be presented Within 
a further period of 30' days. If the applicat- 
ionhis by the assessee,’he‘ has to pay a fee 
of‘ Rs. 100. It is obligatory on the part of 
the applicant to state thequestion of law 
which he desires 'to be [referred to the 
High Court. On receipt of the application, 
the Appellate Tribunal draws up a’ state- 

16. Section 254 of the Income-tax Act, 1961. 
17. Kanga and Palkhivala, 017.513, pp. 818-19. 
1_8. It has, however been'held by the “Supreme 
Court that if the Tgibunal based its findings. 
“partly on evidence and partly on suspicions, 
conjectures or surmises..., its findings even 
though on questions of. fact, will be liable to 
be set aside by this Court." See, the case of 
Omar Salay Mobameda Sail v.C.I.T., Madfas 
(1959137 LTLR. 151. 
19. See the case of C.I.T.v. Scindizz Steam N4- 
w'gatiorz-Co. Ltd. 
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ment of case within 120 days of the re- 

ceipt of the application and makes a refer- 
ence to the High Court. If the High Court 
feels that the statements in the case refer- 
red to irate insufficient to determine the 
questions raised, it may refer the case back 
to the Appellate Tribunal for making the 

‘ 

necessary additions -or alterations. The 
High Court has to decide questions of law 
in_the case upon- hearing both the parties 
and- deliver its judgement which must 
contain the grounds on which such decision 
is founded. A copy of the judgement is 

also sent to the Appellate Tribunal and it 
is then for the Tribunal to pass necessary 
ordersio dispose of the‘case conformably 
to such judgement. It is worthy to note 
here that ~the jurisdiction of the High 
Courts in dealing With the income-tax 
references is only an advisory jurisdict- 

ion. 2'0 

If the Appellate Tribunal refuses -to.state 
the case before the High Court on the 

I 

ground that no question of law is involved, 
the Commissioner of Income-tax or the 
assessee have two. alternatives. Any-one of 
them may either make an application, 

within 6 months of the‘ receipt of ‘the 

notice of refusal, to the High Court, re- 

questing it to pass, an order requiring the 
Appellate Tribunal to state and :efer the 
case to, it'or he may withdraw his appli- 
‘cation Within 30 days of the receipt of such 
notice and get a refund of Rs;100. On 
receiving such application, the High Court 
may, if it is not. satisfied with the correct- 
ness of the decision of the Appellate 
Tribunal, require the Appellate Tribunal 

to stat'e_the case before it. , _ 

It should be noted here that- generally the 
Appellate Tribunal refers the question of 
law t6 the High Court but if on a point 
ofJaW there.are conflicting decisions of 
High Courts, the Tribunal,:.'through its 
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President may refer the matter directly to 
the Supreme Court. 

APPEALS TO THE SUPREME COURT 

An, appeal befor¢ the Supreme'Court can 
be filed against the judgement of the High 
Court only after obtaining leave to appeal 
from the High Court. The High Court 
would certify the case as a fit one for 
appeal to the Supreme Court if the question 
is of great, public inte'rest or private im— 
portance. 21 An appeal to the Supreme 
Court has to be filed within 90 days from 
the date of the judgement of the High 
Court. ‘2‘2 But the time taken in obtaining 
a certified copy of the judgement would 
be excluded. However, in _a case where 
the High Court refuses to grant leave to 
appeal, the Supreme Court may be ap- 

proached by either party for granting 
special leave to appeal. ~ 

REVISION BY COMMISSIONERS 

It has been pointed out earlier that the 
Income-tax Department has no right of 
appeal to the Appellate Assistant Com- 
missioner of Income-tax. Therefore, the 
Commissioner of , Income-tax has been 
authorized under.Section 263 of the In- 

come-tax Act, 1961 to. pass orders in re- 
vision and enhance, modify or cancel an. 

asseésment and direct the. Income-tax 
Officer to make a. fresh assessment. But he 
can 'do so only if he considers that an 
order passed by the Income-tax Officer is 
erroneous and is prejudicial to the inter- 

ests of revenue. 

20. See the case of C.I.T. v. Asboéa Mgréeting 
Ltd., (1971) 80 I.T.R, 26 (S.C,). 
21. Kanga and Palkhivala, 017.6132, p. 830. 
22. Incomertax'Manual, aficitq p. 159. 
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section can be passed by the Commissioner 
even when an appeal is pending before the 
Appellate 

_ 
Assistant. Commissioner. 23 

However, before doing so he must give 
the assessee an opportunity of being heard. 
The Commissioner is empowered to revise 
all orders except the order in a case Where 
income has escaped assessment. A firm 
limit of -two years from the date of the 
order s‘ought to' be revised ' has‘ been 

. prescribed for revising an order. However, 
in a case in which the Commissioner’s 
order passed in time, has been set‘ aside 
by a higher authority and the Commiss- 
ioner has been asked t6 pass a fresh. Order, 
the time limit of two years would not 
apply in such cases. 
An assessee' may also seek redress against 
any order of an Income-tax Officer 'or the 
ApPellate Assistant Commissioner adveg- 
sely affecting him Without going to the 
Appellate Assistant Commissioner or the 
Appellate Tribunal as the case may be, by 
approaching the Commissioner of Income- 
tax with a revision petition. Such appli- 
cation by the assessee must be made Within 
one year from the date of the receipt of 
the order and should be accompanied by a 
.fee of Rs. 25. The Commissioner mo malo 
can also revise orders passed by authorities 
s'ubordinatc to him]. 24 If the revision order 
of the Commissioner is in favour of the 
Department, he Has 'to pass at; order under 
section .263 but if it is in‘ flavour of‘ 'the 

aSsessee, the ordef is pissed under section 
264 of the Income-tax Act, 1961. 
It should be noted here that the Commiss- 
ioner can not revise the order under section 
264 till the time within which the appeal 
may be inade expires or the appeal is 
pending before the Appellate Assistant 
Commissioner. It should be remembered 

' here that once 'an order has been made the 
subject of an appeal before the Appellate 
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Tribunal, the Commissioner can not revise 
the order while the appeal is' pending or 
-even after it is diposed of. If however, the 
assessee Withdraws his appeal from the 
Appellate Tribunal and appeals to the Com- 
missioner, the Commissioner may revise 
the order. ' 

It is thus clear that in India Such an 
appellate procedure hastbe'en followed so _’ 

as to allow the taxpayer to be'fully satis- 
fied with his tax liability under'the In: 
come-tax Act. However, it is a sorry-state; 
of affairs that in spite of such a system 
of appeals, the pendency of income-tax 
appeals has been increasing quite fast at all 
stages of appeals. 2‘5 This increasing pen- 
dency has,-no doubt, crealte‘d an uncertainty 
in the revenues of the Government, but 
has, on the other hand, imparted justice 
to the taxpayers and a feeling has been 
created in the minds of the taxpayers that 
the appellate authorities are quite impartial 
in discharging their duties. This is a 
healthy sign in the Appellate Machinery 
for Income-tax in 'India. ' 

A look at the appellate machinery of some 
other countries like the UK, Australia 
and USA reveals that they, too, have a 
comprehensive appellate machinery to look ' 

into the grievances of the taxpayers. In 
UK. the first review of assessment is made 
by an administrative body. If the assess- 
ment has been made by the‘ Additional 

23. See case of CLI.T. v. Amrilal Bbogilal <9 60;, 
(1958) 34 I.T.R. 130, 140-1. 
24. The Commissioner’s subordinate authorities 
are the Income-tax Officers, the Inspecting As- 
sistant Commissioners and the Appellate ‘As- 
sistant Commissioners. 
25. For a detailed discussion of the problem 
and remedies, see P. K. Bhargava’s paper 
“Problem of PendenCy of Income-tax Appeals in 
India",_ Bulletin for' International Final Dom- 
mentalian, March 1973, p. 95. 
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Commissioner, it is normally heard by‘ the 
General Commissioners, of - which the 
Additional Commissioner, is an arm. 
Appeals against-the Orders ‘of the-Special 
Commissioners are heard‘ by the Special 
COmmissioners; “Where the General Com- 
missioners or the Special Commissioners 
sit on_appeal they are commonly referred 
to. as ‘Appeal-Commissioners’ and, While 
it is Permissible for the assessing Commiss- 
ioners 'to hear the appeal, it is Customary 
for ‘the'lsappeal to be heard ,by‘ Commiss- 
ioners who did not make 
ment.” 26 There is a Provision ‘in the 
statute for: appeals against the orders of 
the Special“ Commissioners to -the Commiss- 
ion'én‘ofl-Inland Revenue, .but in practice 
suchvreview is hot- made. Appeals against 
the-orders of Special or General Commiss- 
ioneis are madé to the 'HighCourt of 
Justice which is restricted inits review to 
the hearingand‘determination of questions 
of law. The dédsionsipf the High Court 
may befiappeal'ed by either party to the 
Court of Appeal and thence -to- the- House 
of Lords. 2’7 .- 

‘ 

‘ 
-

' 

In .-Australia,- any taxpayér 'who is dissatis- 
fied with any assessment order may file, an 
objection in 'writing before "the Commissv 
ioner-Within 60 days of thé notice of assess- 
ment. If he is dissatisfied with the decision 
of the Commissibne’r, he may, Within 60 
days Of the ,receipt of the notice of de- 

cision “make written request to the Com- 
missioner to refer his-decision to a: Board 
of' Reviéw or to ‘treat his objection as at; 

1'42 

the 'assess-, 

appeal' and, forward it either to the High 
Court of Australia or to the Supreme Court 
of a Statei” 28 J -- 

,. 

The High Court acts in its original- juris- 

diction and has unlike India and UK, full 
power-to consider both questions- of fact 
and of law and to conform, reduce or vary 
the assessment. 
-In U.S.A., there. is first a four-tier ad~ 
ministrative procedure: towards settlement 
consisting QfA four stag¢s,in the ascending 
order ‘asflrfollowsz, (a). Settlement with the 
Agent, (b) Informal‘ Conference, (c) 
Thirty-Day Letter and Protest, and (d) the 
Appellate Division.'29 .The Consideration 
of--a_case in,the Appellate Division is in- 
formal in nature and is. conducted by con- 
ference technique. ,,If a settlement- am 
not be reached, the taxpayer... can Pay 
the 'tax and sue for a refund in a Federal 
District Court or in the United States 

Court of claims or he can take an apppal 
from the asserted-deficiency to -the Tax 
Court of the United States.” 3‘0 

26. World Tax Series, International Program in 
Taxatiqnf-HarvardlLaw School, Taxation 1'21 Vb? 
United Kingdom, 1957,.pp. 412-13.. 
27. Ibid.‘ 

' 

j I 

28': WOrId Tax Serigs, International Program in 
Taxation," Harvard law SchOol; Taxation 1'71 

Atzstralia, 1958, p.258. -- '

. 

29'. For details, éee, World. Tag; Serieg, -Inte_r_- 

national Program, in 'I_'axg.tio,nz Hafvardlavsf 
School, Talmztian if! the Uniied States, 1963, 'pp. 
1247557. 

' " -' 
- -- -' 75

' 

30. Ibid, p.-1255.‘ -' 
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The following. proboseci changes bf, .im- :2 

porfance: méy be noted: 

)CORPIOR’ATE': TAXKTLON‘ 

1. At Presefit, 'wiélély-hpld domestic . 

companies with ‘ income hot‘ exceéding ' 

Rs. 50,-00‘0/“— pay, tax at the- »rate of- 45%; 
- it is p'mPOSed 60: raiée =the limibof incOme 

I) 

from ‘Rs.‘50‘,QOO/'—f ‘t Rs.10_0,009/—.——. n 

Thus, ‘a'Public cfoxhpany with a f'ota‘llin- f 

Come ‘not exceedihg .mpeésgbnqu lakh
; 

(Rs. 100,000/_;) will pay' taxat 45%. 
2. Clpsely-hel‘d ifiduStrial 

6n the first Rs. 10 lakhs of total income; 
it is. proposed to reduce the limit of Rs. 10 
Iakhs to .Rsyz. 1_a1_<h's. this exféht; Private

‘ 

manufacturingc'ggnpafnfgs' 'wgll_ Be 'gldvérsely
V 

iiffected. “ 

'I’He‘” sufichérgé- Eo'ri‘ViriCOm‘e-tax which 7 

Was imged bfan‘O'rcfipénQe ih.De_Cember, .' 

1971, 'to meet an emergency, will ~"cpntinue
. 

at thecxisring level; of 5%.. “ 

gsjtionz‘of Iand' ogrbujlaing fbrmirig part of 
an ‘industriall-undentékihg which was used 
for the purpose of the business. shall: be 
§xempt"fr6m t’a’x‘if ’the ‘utaxpayer purchases r: 

{my other lan'd" 6r bfifl‘ding or COnS’trIucts ‘ 

any other_bui1g1ing for the “Purposs of. re- ' 

(Establishing o; :shiffiigg the undertaking 
fivithipIa.,pér-io__‘d.olf thtée' yégrs. I 

5. At present, .the "tax holiday" to. 'new 
hotels 'is- subject -to certain conditions in - 

xegard to the number-of robms and other 
émenities and facilities, prpvided therein. 
It is proposed, .to omit thcse conditions for 
£116 purposes of the-"tax holiday’. 
6.. Under they‘existings law? qapital gain;- 
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arising from -the sale or transfer of 'a 
' 

capital asset held by I-a taxpayer 'for not 
more'than 24 months prior to the date of 

;- sale or transfer are regarded‘as.,shért' term 
capital vgai‘nSAand included in the ordinary 
taxable income. ‘It is proposed' to‘extend 
the period of 24' months to 60 months, 
withf-the‘ result that any gain arising from 
thé transfer of étucapialr as‘set' within 5: years 
bf ,the‘ date; of its acquisition “will be 
charged to tax' at‘the rates applicable to 
the business: .incomenof the company. 

‘ 

.-‘ 

x‘ 7. The management of several industrial 
, 

companies '5 

enjoy 9; contessi‘onal rate of ‘tax of‘ 55% V 

finder‘takings, mines, insurance companies, 
etc."has been taken over ‘by- thenGovérm 
mefit recently: It is, being specifically 
provided“ that compensation payable in 
respect of the vesting in the Gc’wernment 
of the managementof these undertakings 
shalllbe liable to tax..- ‘

I 

The -above proposed 'amendments" have 
béeh incorporated in The Finance Bill, 
1973, which was presented to. the Lok 

“ ‘ Sabha yesterday. 
4. new provision: is proposed to the ‘1 

effect that 'any capital gain arising from .V 

ihe tr'éar'is‘fe: by Why 'of Compulsqry' 'acgui- " 

' 

, 
in' Part B ‘ofvhis, Budget Speech, but no 

In addition, the Finance Minister [has 

indicated ‘the' follo'wing proposed changes 

amendment's ‘to. the. tax law have been 
proposed yet;' I . 

‘ 

-‘ 

'1; Initial depreciation ‘at 20% of 'the 
Cost of machinery. and plant (installed in’ 

selected ihdustries after: May. 31, 1974, 
will 'be‘ granted:' in lieu of. Development 
Rebate. The list of "industties is still-under 
consideration. ‘ 

' ' ' 

* Chartered ‘accc'Junt'ari'tal‘cutta. 
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2. A deduction equal to 20% of the- 

profits derived by an industrial under- 
taking set up in the backward areas after ' 

March 31, 1973, will be allowed for a 
period of 10 years from the establishment 
of the industry; 
3. At present, capital expenditure on 
Scientific. Research incurred during 3'years‘ 
immediately preceding the commencement 
of business is allowed to be written off 
against the profits of the year in which 
the business is commenced; it is proposed 
to extend this concession to revenue ex~ 
pendjture incurred during the' pre-invest- 
ment period. . 

It is also Proposed to allow a weighted 
deduction of one and one-third the amount 
paid for sponsored Research‘and Develop- 
ment work in approved laboratories. 
4. ‘At present, expenditure o'n Export 
Market Development is deductible for tax 
purposes to the extent of Hal/2% of actual 
cost; it is proposgdu to increase the weight- 
ed deduction to 150% in the case of public 
compames. . 

PERSONAL TAXATION 

1. The quantum of the deduction avail- 

able in respect of life insurance premia, 
ptovident/pensi‘on fund contributions etc. 

is proposed to be slightly increased. In the 
case of a person. who saves or contributes 
Rs. 2,000 or less, the whole of the amount 
will be allowed as a deduction; in the case 
of others, the amount of the deduction will 
increase by Rs. 500 as «compared to the

‘ 

existing position. 
2. At present, Premium paid to secure a 
contract for a deferred annuity qualifies 

for tax concession. It is_ proposed to make 
this concession subject to the condition. 

that the policy for deferred annuity does 
not contain any provision for a cash option. 
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Edited by JOHN JEFFREY-COOK, 
P.C.A., F.C.I.S., F.T.I.I., and GEORGE 
WHILLANS,F.I.B.,F.T.I.I.,F.R.Ecorz.S. 
Published within two days of the 
Budget, this booklet provides a perma- 
nent 12-page record of all the Chancel- 
lor's proposals, with tables’ for the 
rates of income tax, capital gains and 
corporation taXes, basic .and 

' 

higher 
rates of personal taxation and estate 

duty. All proposed changes are set 

out under clear subheadings, with the 
operative date of each given.

‘ 

45 p, poxt free 0 406 50806 2 

MELLOWS ON 
TAXATION OF LAND 
TRANSACTIONS 
By A; R. MELLOWS, T._D_., B.D., 
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tor of Conveyancing Studie: at King’: 
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Mellow: deals with all aspects of the 
taxation of land transactions. Among 
the matters coveted are investment in- 

come for land; purchasing or develop- 
'ing for profit; capital allowances; ca- 

pital gains tax on freehold and lease- 
hold transactions; sales and lease-back; 
industrial and commercial prqperty'; 

different types of land (mineral bear. 
ing, agricultural and woodland); gene- 
ral rates. . 
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Branéeted price, inclusive of (1951741511, 
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MISCELLANEOUS 

1. A separate tax schedule has been 
prescribed for Hindu Undivided Families 
having one or more members with in- 
dependent income exceeding Rs. 5,000.- 
Uncle; this schedule, the fate of tax 
applicable on various slabs of the taxable 
income will 'be the same 'as the rate of‘ tax 
applicablé to the next higher slab in the 
case of individuals. A uniform rate .of- 
surchagge of' 15% will be applicable. 
An exemption limit of Rs. 5,000 will 
apply in the case of all Hindu Undivided 
Families.

' 

2. The agricultural income and non- 
agriculmrallncome shall be combined in 
determining the rate of tax on non-agfi- 
cultural income. Rules fire being prescribed 
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KAILKSH C. KHANNA 
fdr the computation of net agricultural in— 
come. Losses incurred in agriculture will 
be set off only against gains from aggi- 
culture. 
3. (a) Deduction of tax at source is 
proposed to be made obligatory from any 
remuneration qr reward for soliciting, or 
procuring. insurance business. 
(b). Co-operative Societies shall have .to‘. 

ded‘u‘ct tax at source from payments made 
to contractors.

. 

4. It is proposed that donations to. asso- 
ciations and institutions established in 
India for promotion of specified games 
apprc'Jved by the Government be eligible 
for tax conceSSion in the same manner as 
donations to approved charitable institut- 
1ons. ‘ 
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‘ " DEVELOPMENTS IN INTERNATIONAL TAX LAW 

’UNITED KINGDOM. 
Fr9m_ The Finance Minisfér’s Budgéf j(‘1973-74)' Speech

_ 

The Budget Spee'ch 6f Anihony Barber 
delivered (on. Mégch 6, i973 Contains the 
fq‘lléwing fegarding {Be faxatibn Prpgnam 
for'1973174z” 

‘ 
' ' 

‘ ‘ ‘ ‘ 

A key‘Partr of_:the‘ strategy mpst be to 

cqfitgol inflation.~ There are nb other means, 
fixqeconomic devices; no fiscal formulas 
for; achievirig the Prime purp‘osé to im- 
pgoiie 

‘ 

:tHe living" standards of all our 
people- 

“ * ’ ' 

. . 

The fwin theme of chi: strafegy, therefore, 
is this—expansion and the attack on infla- 
tion. I start with expansion. 
The primary objective of last year’s Budget 
was to set our nation on a course of [faster 
economic growth. 
I said then that the aim was that our 
national output should increase at an 
.annual rate of 5 per cent. over the 18- 
month period to the present half year. 
There are still some 'months to go, but the 
indications are that we shall broadly 
achieve that objective. Indeed, in the 
closing months of last year, industrial pro- 
duction, consumers’ expenditure, and retail 
sales all showed increases over a year ear- 
lier 6f considerably more than 5 per cent. 

COMPANY TAXATION 
It was decided at the outset, that it was 
no longer enough merely to “tinker” with 
the system. The right course, we decided, 
was to make a complete and thorough- 
going review of three main areas—the 
taxation of income, the taxation of expen- 
diture and the taxation of cbmpanies. 
On the first, the taxation of income, the 
old dual system of Income Tax and Sur- 
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tqk is being rcplaced'nekt month by a new 
unified ta'x,' simpler, more logigial, arid 

éasier to understand. That_gefofm is com- 
plete. 

I U
_ 

On ‘taai'ation of expénditfife; Purchase Tax 
and Selective Employment Tax were being 
replaced next month by Value Added Tax, 
with a singlé standard rate; That refqrm 
was complete_. 

-

I 

The thi'fd completed reform ‘was the.re- 
Placement next month 9f the 01d Corpdrat- 
ion Tax allied ‘to a'simpler and more gene- 
rous system of ifi'vestmgn‘t ihcentive's than 
ever before. 

FACTORS IN TIMING OF 
TAX COLLECTION- 
The first is the Government’s role as a 
source of finance for third Parties—export 
credits, finance for industry, and so on. 
The second factor is the one I have refer- 
red to—the very substantial change next 
year, not in overall tax liabilities, but in 
the timing of tax collection. 
This is the biggest single factor accounting 
for the rise in the borrowing requirement 
and it is, of course, unique to this parti- 

cular year. 
As a result of the new arrangement rfor 

collecting VAT there will be a temporary 
interruption of the flow of revenue from 
indirect taxes, which will mean that the 
borrowing requirement in 1975—74 will be 
some .25 800 m. more than it would have 
been if SET and purchase tax had conti- 
nued. -

‘ 

Of this, £ 112 m. is due to the ending of 
the SET ‘forced loan’ by industry. 
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This is a once-for—all change and does not 
alter the underlying tax liabilities as 
distinct from the timing of revenue-re- 
ceipts. Because of this, its effect on the 
claims on resources should be very small; 
Nevertheless, the large borrowing require- 
ment in 1973-74 poses a considerable 'fi- 

nancing task for the authorities; It would- 
be quite unacceptable. to rely to any sub- 
stantial extent on borrowing from " the 
banking system. ’ 

ESTATE DUTY 
Ever since the’introd‘uction of estate duty 
nearly 80 years ago, it has been the general 
rule that assets must be valued as at the 
date of death. This rule has been considered 
on a number of occasions, but the con- 
clusion hitherto has always been that it 
could' not be changed. 
This has been so, despite the fact that it 
can cause real hardship if executors are 
compelled to sell quoted sharés or securi- 
ties‘ some time after the .date of death when 
the Stock Exchange quotation has fallen. 
The result is that estate duty is paid on a 
valuation which is higher than the actual 
sale value 'of the shares. In certain circum- 
stances, this can actually mean that the 
duty exceeds [the {ealised‘ value of the 
shares. This is clearly inequitable. 
New rules will therefore be introduced; 
‘These will apply to shares and securities 
quoted» on a recognised-Stock Exchange 
and to holdingsin authorised unit trusts. 
Where such investments have been' charged 
to estate duty, executors, or other persons 
accounting for duty, who realise them 
Within 12 months of the death, will, sub- 
ject to certain safeguards, be able to claim 
that the total of the sale Prices should be 
substituted for the total of the date of 
death values of the investments realised. 
The cost of the relief will depend on the 
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movement of Stock Exchange prices; but 
it is likely to be about £2 2 m. in 1973-1974. 
The new rules will apply in' relation to 
deaths occurring after to-day. 

ACTS TO BE ALIGNED 
I should also mention one other change in' 
estate duty which, although compératively 
minor, is' important to protect our pational 
heritage. The Finance Aét 1930-allows a 
Wide range of objeéts of historic or artistic 
value to be exempted from estate duty. 
In addition, under the Finance Act 1956, 
the Goverhment can aécept an individual 
outstanding work of art in payment of 
estate duty. It was thought in ‘1969 that 
historic domments were covered by the 
1956 Act as well as the 1930- Act. 
Subsequent legal advice has shown that 
this is not in fact the case. To put the 
matter right, the two Acts will be aligned, 
so as to enable the same categories of 
objects to be accepted in payment of estate 
duty 'as can already be exempted from duty. 
The necessary steps will be taken to apply 
these 'two estate duty changes to Northern 
Ireland. ' 

v

' 

I now tum to Corporation Tax. The new 
sy'stem of Corporation Tax for which we 
legislated in last year’s Finance Bill comes 
into effect next month—in April. As 
from then, the old system will no longer 

, be operative. 
As the House knows, howeverLCorploration 
Tax is paid in arrear. It follows, therefore, 
that in this Budget it is necessary to fix 
the fate for the financial year 1972, the 
last under the old system. ' 

SOLUTION TO 'THE PROBLEM 
There will be no change 'in the Present 
rate and it will therefore remain at 40 per 
cent. for the- financial year 1972. Next 
year, the rate will reflect the change in the 
system, but it is too early‘ yet' to reach a 
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decision .as to What the appropriate rate' 

will then be. 
As far as -the structure of the Corporation 
Tax is concerned, the Finance Bill will 
Provide two significant changes affecting 
groups of. companies. These are the out- 
come of consultations between the Inland 
Revenue ahd representatives of industry; 
I was urged last year by a number of 
important groups of companies, and in 
Particular those with large overseas interests, 
to make’ more flexible the provisions under 
which companies may surrender advance 
corporation tax to their subsidiaries. 
Thg problem Was that I could‘ not contemp- 
late any ’relaxation in the treatment of 
groups unless I could also take actio'n to 
counter certairi‘artificial manipulations of 
thé' group relief provisions involving ‘in 
effect the sale of capital and other allbw- 
ances at a discount. 
This abuse wasspreading rapidly and there 
was feason to fear a possible loss of tax 
of the order of £ 100 m. a year. _ 

We have now found a solution to deal 
with this problem. This is another instance 
of the value of the kind _of consultation, 
at professional level, which we have tried 
constantly to foster in the programme of 
taxatién reform: The changes will be des- 
cribed in detail by my Hon. Friend, the 
Chief Secretary, later in the debate. 
Last year, much consideration was given, 
and rightly so, to the position of unquoted 
companies under the new tax system. I 

have looked again at the' possibility of 
devising a transitional scheme of relief for 
such companies. 

I. 

But the hard fact is that any scheme of this 
kind-would inevitably be costly: to give a 

significant degree of relief across the Board 
could well entail a cost of_ £ 75 m. in the 
initial year. The House will understand 
why I cannot contemplate a cost of this 
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order in present circumstances. 
I come now to two further important 
changes concerning business taxation. 
Under the law as it stands at present the 
UK. sector of the country for the purposes 
of Continental Shelf is outside this taxation. 
The result is that profits from exploration 
and exploitation of the resources of the 
Shelf are normally liable to UK. tax only 
if they are earned by an enterprise which 
is resident in the UK. 
This follows because a resident enterprise 
is liable to tax on all its income from any 
source throughout the world. 
But under the present law profits which a 
non-resident enterprise makes from such 
operations on the Continental Shelf are 
not liable to tax here unless made through 
a branch in this country. 

NORTH SEA PROFITS 
This situation is no longer justifiable. All 
profits from exploration and exploitation 
of the UK. sector of the Continental Shelf 
will therefore be brought within the charge 
to UK. tax. 
At the same time employments on the 
Shelf, which in many cases have been out- 
side ‘the scope of UK. income tax, will 

become chargeable to tax under the ndrmal 
rules. 
The Public Accounts Committee last week 
drew attention to the probability that the 
yield of tax to be British Exchequer from 
the North Sea profits may in the case of 
many of the companies be seriously im— 
paired by the s'et-off of artificial losses 

made by those companies from their trade 
in oil from other parts of the world. 
The recommended that the Government 
should take action substantially to improve 
the effective tax yield from. 'operations on 
the Continental Shelf. 
I am sure the Committee was right, and I 
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accept this recommendation. The House 
will wish to know how thqse artificial 
losses arise. 
The companies producing oil in the Middle 
East and elsewhere sell the crude oil at 
What are called ‘posted priteé.’ These 
prices are largely dictated by the Govern- 
ments Where the oil is produced. 

VAT RATE 10% 
Next month, purchase _tax and SET will be 
abolished and be replaced by VAT. In last 
year’s Finance Act, the standard rate of VAT was provisiOnally fixed at 10 per 
cent.

r 

The House will recall that in our debates 
last year it was suggested by Hon“ Gentle- 
men opposite that I had it in mind to use 
the powers which I then took .to fix the 
initial stagdard rate of VAT at 121/2 per 
cent. Fortunately that is neither necessary 
nor appropriate. 
There will be no change in the provisional 
figure, and the standard rate of VAT will 
therefore be 10 per cent. The rate of car 
tax was also fixed at 10 per cent. in last 
year’s Act, and it will remain at that figure. 
I should add that, if we had decided to 
collect the same' amount of revenue as at 
the higher rates of purchase tax and SET, 
which existed when we took office, we 
should have ‘had to fix the gate of VAT’ 
at 15 per cent. 
Instead, as a result of the massive cuts in 
indirect taXation which we have already 
made since june, 1970, the 10 per cent; 
rate will be the loWes't standard rate in 
Europe. '

‘ 

It is convenient next to deal with the re; 
venue duties. In 'aCCOrdancé with the at- 
rangements for joining the EEC, protective 
duties charged on imports from the other 
member countries will be progressively 
reduced and finally abolished. ' 
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The relatively small protective elements in 
the Customs revenue duties will therefore 
be reduced by one-fifth in respect of im- 
ports ‘from the BBC in accordance with'thé 
timetable set out in the Treaty‘of Accession. 
The Treasury will be empowered by. Order 
to make the further adjustments to these 
duties required ‘by‘ the Treaty, beginriing 
on January 1, 1974; 
Next, I deal with the question of those 
goods liable ,to revenue duties which from 
April' 1 will also be chargeable with VAT 
at the standard rate“ They‘a‘re" alcohblic’ 
liquor, tobacco, matches and mechanical 
lighters. ' 

. . 
> " 

The basic rates of these duties will be 
aba'ted by such amounts as are necessary to 
secure from the goods‘ concerned broadly 
the same total revenue—~that is from re- 
venue 'duty.and VAT combined—in 1973- 
74 as would have béen obtained s'olé‘ly 

from the existing rates of' revenue duty. 

TRANSITIONAL PROVISIONS. ' 

It follows from the decision to abate the 
revenue duties fully to offset ’the intro; 
dfi'ction of VAT that stocks which are held 
by registered VAT traders, and which haVe 
paid duty at the higher rates, 'will qualify 
for‘relief, to the extent of the abatement, 
under the stock rebate scheme‘which has 
already been announced, and to which I 
turn next. 

I 

'
A 

Last November, I announced proposals {for 
avaiding double taxation on goods which 
have been acquired before VAT comes 
into force on April 1, but which are sold 
by a registered VAT trader after that date ' 

and so attract VAT.
_ The transitional problem arises when suph 

goods have borne either Purchase-tax, or 
one of the revenue duties which will be 
abated to take'account of-the introductio 
of VAT. ' 
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The rebate scheme-has been Widely wel- 
comed by the trade interests concerned, 
and as a result of the scheme, there will 
be no excuse for increasing retail prices on 
the argument that traders need to recover 
purchase tax or revenue duty as well as 
VAT on goods in stock on March 51. 
This leads to the action we are taking to 
safeguard 'the consumer, first, by special 

powers in the Counter-Inflation Bill which 
is _now before Parliament, and, second, by 
a major campaign of newspaper and tele- 
vision advertising starting next week. 
In the Counter-Inflation Bill, we are taking 
special powers to ensure that, Where the 
yield of VAT is less than that of the pur- 
chase tax and SET which it is replacing, 
the cuts in taxation will lead to prices 
beifig reduced in line With the tax reduction, 
and that, where the reverse is the case, 

any price increases will be no more than is 
strictly justified by the tax change. 
In this respect, therefore, the situation will 
be quite different from decimali'sation, 

where there were no such powers. Of 
course, there is no question of a free-for—all 
when these special powers end: prices will 
continue to be subject to the strict control 
provided for in the Bill.

‘ 

The newspaper and television advertising 
campaign will begin next week. We have 
had extensive consultations with represent- 
ative trade bodies, in order to workout 
with them patterns of price changes which 
will be both commercially realistic for 
retailers and acceptable to the Government 
as correctly reflecting all thevtax changes—— 
the abolition of SET and Purchase tax as 
well as the introduction of VAT. 
AlLthis has, of course, been on the Pro- 
visional basis ofa last year’s Finance Act. 
The trade organisations could not have 
been more co-operative. 
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MISLEADING STATEMENTS 
I am grateful also to those consumer bodies 
and others, who have already published 
fair and balanced fdrecasts of Price changes, 
on the basis of the provisional rate of 
VAT. Some newspapers and magazines in 
particular, have in this respect performed 
an invaluable public service. 
From some other quarters, there have been 
totally misleading statements about the 
consequences of the changebver from pur- 
chasé tax and SET to VAT—some of 
them, I am sorry 'fo say, made in this 

House. 
What we shall do, therefore, in this news- 
paper .a'nd TV campaign 15' to give the 
nation the facts. We shall give the house~ 
wife clear information ~about how the 
changeover will affect her. 
We shall set out in newspaper advertising 
and in leaflets a list of more than 150 
main items of consumers’ expehditure, and 
show how as a result of the tax changes 
their prices are likely to moVe.

' 

If any member of the public finds that 
prices in ‘a particular shop have changed in 
a ’way which is out of line with this 

Shoppers’ Guide, he or she will be able to 
qomplaih to the Weights and ~Measures 
Inspectorate who will be empowered to 

investigate Whether the retailer has proper— 
ly reflected thé tax Change in his prices. 

VAT AND CHARITIES
' 

As a result of consideration in the course 
of the year, there will be two changes 
concerning VAT and Charities (one corn- 
paratively mine: and the other of consider- 
able importance to those running charity 
shops). 
One of the points to which some charities 
have attached importance is 'that goods 
exported by a charity, for example to'assist 
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the victims of an overseas disaster, might 
bear VAT. ‘ .' ' 

r -
~ 

This is not what was intended, and an 
Order will be laid‘whichnwill. ensure that 
all exports by a charity are zero-rated. 
Perhaps the greatest anxiety about the 
effects-of VAT on charities has‘ been in 
respectrof sales of donated goods by charity 
shops. The -many- voluntary workers in 
these shops fire being increasingly successe 
ful in raising substantial sums for; deser- 
ving causes” - 

“CHARITY SHOPS" . 

In the light of advice from a numbe}: 'of 
charities, I have decided that the best 
course is simply to zeromate the sale in 
a- chafity shop of. all goods, .both‘ new and- 
used,- _Which have been giventfor resale. to 
a charity established for therelief of the 
distressed. ' 

~ - 
.~_- ‘ 

There will be; no. limit to the relief. in 
respect of the value 'of goods donated by 
private individuals. 

. 

' 9 
Thev_re1,ief will extend to gifts from stock 
by registered traders up to the statutory 
£ 10 limit for business gifts. The- necessary 
Order Will be laid to-day. . 

This changawfll be of very ’great- help to 
charity shops and I, am- sure it will .be we‘l- 
comed by the_charities concerned. 
There is one .further' matter concerning 
charities which it is‘convenient to deal with 
at‘ this point. It arises as ‘21-. result of the 
new system of "unified Income-tax. 
Under the new system, charitie's which“ 
receive income under covenants for ‘a net 
sum—that is a covenant which expresses 
the amount to be paid as a' fixed sum after 
deduction- of tax—will.receive a smaller 
repayment of tax because the new basic 
rate tax‘of 30. per cent: is less. than the 
old standard rate tax of 38.75 per cent-3 
This is,.~of course, asproblem which. has 
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arisen whenever the standard rate of win- 
come-tax has been cut.=Néverthe‘less, _I have“ 
réceived .many representations that the re- 
sulting cut in the income of charities will 
create considerable difficulties .for‘them, 
because they are committed in the coming 
years‘ to expenditure which they had ex- 
Pected to be financed out of covenants 
made before the 30 per cent. basic rate was 
announced in 1971. .- 

‘ 

. , . 

New covenants need of course cause-no 
problem, because they- can tak'e'account'bf 
the change. I believe that' the charities 
have a tonvincing-case.’ ' 

'*
‘ 

There will thereforebgzavscheme of tran- 
sitional relief for charities which should 
relief them.of their difficulties. Un'dercthis 
reliefs, charities making. taX' repayment 
cl'aim's. in respect of charitable "covenants 
will be able to claim. a. supplementaryrpayr 
ment fo‘r the four years from 1973-7410 
19.76w77. - ‘“ ‘ ' 

.

' 

This. payment will 'be based on the .tax 
repaid to them in respect of 'net covenants 
for the year 197'1-7-2. For 197344“ it will 
be the difference betWeen thatamount‘and 
what Would have been repaid had the 
standard rate, been 50.1361: cent...in 1971'» 
72'. For 1974-75 it will 'be 75 percentlof 
that difference; for 1975-76 5'50 perutent 
and for 1976-77 25‘ perrent. ’ 

These ,payme'ntsewhich will :be. borne 'on 
a special sub-head of “the Inland: Revenue 
Vote—are estimated. to cost about .fi 5‘ m. in 
1973;74 and some :8 71/2111; in all: 
I shéul-d perhaps add .that there is no case 
for continuing payments of . this sort in? 
definitely. The reason is that most .Lcove: 
nants are for seven years, and that by--,197‘7- 
78 almost all payments will :be under 
covenants made in .the knowledgé‘ qf'.the 
n‘ew- system, which those entering:~ into 
covenants. will have 'been‘ able to take into 
account. - ~ ' 
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U.K.': BUDGET SPEECH 

The House may-know that the National 
'Council of Social Service has circulated a 
report which assessesr the effect of the 
various changes in taxation which I made 
'in» last year’s Finance Act. 

TAX CLAIMS ON COVENANTS 

The Council selected a sample of 95 cha- 
rities, but they did not all respond. 
However, 52 provided information which, 
in the View of the Council, was sufficient 
for the sutjvey. ithose 52 charities, 42 
were charities engaged in the relief of the 
distressed. ' 

While I must, in fairness, say that I do not 
accept some of the assumptions on which 
the report is based, the House should 
know that even on the assumptions and 
conclusions of the National Council itself, 
with the changes which I have just. an- 

nounced, those 42 charities will, overall, 

gain next year.. 
The Concessions to charities which I have 
made last year and this are substantial. It 

has sometimes been.suggested that charities 
should not be expected to bear VAT at all. 
_But it has neVer been accepted that chari- 
fies should be relieved of all indirect taxa- 
in, and they have always borne purchase 
tax on the goods they have purchased. 
Taking into account the estate duty and 
capital gains tax concessions I made in last 
year’s Budget and’ the concessions which I 

have just announced, there can be no doubt 
that the net benefit to charities as a. Whole 
substantially outweighs the 'cost of the 

changeover to~ VAT. 
Taking full account of the changeover to 

VAT, the cost to the Exchequer of the 
cOncessions..to charities which I have made 
in 'these last two Budgets is estimated to 
be. of the order of £ 20m. in 1973;74- 
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ABOLITION OF SELECTIVE 
EMPLOYMENT TAX 

The two taxes which have borne directly 
or indirectly on food have been Purchase 
tax and SET. In March 1971, I announced 
that SET was to be cut by half, and in 
July 1971 purchase tax on food was cut 
from 22 per cent. to 18 per fem. 
As from April 1, 'both purchase tax and 
SET will be abolished and, as a result of 
the decision I have just announced, all 

food sold in the shops for human con- 
sumption will be relieved frOm VAT. 
By way of contrast, at theirates in force 
when we took office, the yield of purchase 
tax and SET on food would next year have 
been.£ 225 m. I am sure that this change 
will be welcomed in all parts of the house. 
Tb put the change in the system of indirect 
taxation into perspective, the phased 
changéover from purchase tax and. SET to 
VAT will mean that, compared with the 
rates of purchase tax and SET in existence 
when .the changeover was announced, the 
yield of VAT on a full-year basis will be 
about £ 900 m; less than it would other- 
wise- have been. 
Whatever may be the views of individual 
Hon. arid Rt. Hon. Members about the 
change in the 'system of indirect taxation, 
I am sure the Whole House will join me 
in paying tribute to Her Majesty’s Cus'toms 
and Excise and to my Hon. friend, .the 

Financial Secretary, who has borne the 
brunt of the detailed work. 
I-come now to pensions and social security 
benefits. First I should remind the House 
that the prescribed amounts for Family 
Income Supplement will be' increased next 
month by sums varying from £ 1 to .£ 2.50 
depending on the size of the family. 
The House will recall that until last .year, 
it ‘had been the Practice. for pensions 'and 
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DEVELOPMENTS IN INTERNATIONAL TAX LAW 
related benefits to be revieWed only once 
every two years. No one has doubted that 
we were right to change that, and to 
provide for a review every year. 
‘The Secretary of State for Social Services 
will to-morr'ow be making a: full statement 
of the Government’s proposals but, so'that 
thOse proposals can .be seen in the context 
Of the. Budget. I will —— as in the previous 
two Budget statements -—.——' give the House 
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the backgrbund to our decisions'hn'd fie, 
substance of those decisions. 
One of the main Points of agreement 
in the tripartite talks last autumn was 
that the more the Government and the 
nation act tdgether to counter inflation, 
the more the low-paid, the pensioners and 
others least able to protect themselves, will. 
benefit. 

' 

‘
' 
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’ FRANCE” 

Conseils juridiques 

Imtmctz'an dz; Stoctobre 1972 de 14 Direction génémle de: Impo‘t; relative 
' 

52‘ day pomeil: juridique: ( 311-21272 ) *
‘ 

La loi n° 71—1130 du 31 décembre“ 1971 
portant réforme de certaines professions 
juridiques et judiciaires (].0. 42% 5 janvier 
1972, p. 131 at I.) et le décret d’appli- 

cation no° 72-670 du 13 juillet 1972 (].0. 
dz; 18 juillet 1972, p. 7556 et I.) out 
notamment défini un statut particulier é 
certains conseils juridiques. 

A. PERSONNES CONCERNEES 

Il s’agit, tout d’abord, des personnes phy- 
siques et: morales frangaises: 
1° Qui, a titre principal at professionnel, 
donnent des consultations on rédigent des 
actes pour autrui en matiére juridique; 
2° Qui n’appartiennent pas a une profes- 
sion judiciaire ou juridique antérieurement 
réglementée ou dont le titre est déjéprotégé, 
mais: 
~— se ‘proposent d’exercer, 2‘1 l’avenir, leur 

activité sous le titre de conseil juridique 
assorti on non d’une mention de spé- 
cialisation 1 on "sous un titre équiva- 
lent; 

—— sont titulaires de certains diplémes ou 
titres et justifient d’une pratiqfie pro- 
fessionnelle (cf. art. 54-1° at 2° de la 
loi du 31 d‘e’tembre 1971, art. 2 :2 6, 
11~3° ‘et 12 dz; décret dz; 13 juillet 

1972, arre‘té! du 4 4012! 1972 et, pour 
tout tome pemonne quz’ exergait swam 
1e 18’ juillet 1971 lei activitéJ ale con- 
Jez'l juridigue 01¢ final, art. 61 de la 
mé‘me 102' at art. 87 dz; mé‘me décret); 

-— satisfont aux conditions de moralité 
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exigées des .avocats, (cf. 47ft. -11-4° -& 

6,9 de‘ la loi dz; 31 décembre 1971 ,et 

11-1° at 2° du décrezf dzz 13 jaillet 

1972); 
—, seront inscrits sur la liste spéciale 

établie par 1e procureur de la Répu- 
blique prés 1e tribunal de grande 
instance dans le ressort duquel se 
trouve leur domicile professionnel ou, 
s’il s’agit de sociétés, leur siége social. 

Le statut particulier réglementant l’usage 

du titre de conseil juridique s’applique 
également aux personnes de ‘nationalité 

étrangére qui, é. titre professionnel, don- 
nent des consultations ou rédigent des 
actes pour autrui en matiére juridique 2‘1 

condition, d’une part, que leurs activités 

portent é titre principal sur l’application 
des droits étrangers et du droit internatio- 
nal, d’autre part, qu’elles soient inscrites 

sur la liste spéciale des conseils juridiques. 
Mais ces deux conditions ne sont pas exi; 
gées des ressottissants des Etats membres 
des communautés européennes ou d’un 

* Bulletin officiel de la Direction générale des 
Impéts No. 180 du 5 octobre 1972. 
1. Seule est prévue 1a mention d’une des spé- 
cialisations suivantes:

' 

— conseil juridique et fiscal ou conseil fiscal; 
—— conseil juridique en droit social; — conseil juridique eri droit des sociétés.

V 

Mais ur} arrété du ministre de la Justice pourra 
autoriser l’usage de la mention d’autres spéciali- 
sations, compte tenu des besoins de la vie juridi- 
que et des qualifications particuliézjes qui y ré- 
pondent. 
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Etat qui accorde sans ‘restriction‘ aux 
Frangais 1a faculté d’exercer» l’activité pro- 
fessionnelle qu’ils se proposent euJé-mémes 
d’exerc‘er en France (art. 55 de la loi d2: 
31 de’cemlare 1971). 
La loi du 31 décembre '1971 est entrée én 
vigueur 1e 16 septembre 1972 et modifie, 
5. partir de cette date, 1a situation au regard 
de la rtaxe sur la valeur ajoutée des cofiseils 
juridiques- frangais inscrits sur la lists spé- 
ciale, auxquels doivent étre assimilés,‘ du 
point de vue fiscal, les conseils juridiques 
étrangers visés 5. rl’alinéa‘ précédent. 
Mai's, en tout état deficause, 1e r‘égime ef- 
fectivement applicable ‘en matiére de taxe 
sur la valeuj: a-joufée aux‘ con'seils juridiq’ues 
inscrits sut la list'e spééiale, comme a'ux 
.co'nseils jufidiques non inscrits, dépend dé 
circonstances de fait concernant: — les modalités d’exercice de l’activité; 
—— la nature des opérations réalisées. 

13. INCIDENCE DES MODALITES 
D’EXERCICE DE L’ACTIVI'TE A

_ 

Cénformément aux principes générjaux qui 
régissent la situation des professions libé- 
tales au regard de la taxe sur la valeur 
ajoutée, les. cons’eils juridiques, qu’ils 'soient 
ou hon ins’crits sur la liste spéciale, de- 
viennent imposables pour l’ens'efae de 
leurs opéra‘tions lorsqufils adoptenf, en fait, 
des modalités commerciales pour exercer 
leurs activité ou gérer leur établissement. 
11‘ en est ajnsi dans les ca's suivants: 
1° Lorsque les intéressés ne prennent 
personnellement aucune part effective aux 
activités libérales de conseil mais spéculent 
uniquement -sur 1e travail d’autrui‘ eh ayant 
recours, pour effectu'er toutes 'les opéra; 
tions,‘ '21 des techniciehs salariés qui ne 
participant nié. la répagtition des bénéfices, 
ni la gestion de l’entrepris'e; 
2°~ Lorsque les conseils juridiques exploi- 
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tent de nombreuse agencesrdispersées géo'- 
graphiquement de.sorte que le -ou les ex; 
ploitants ne peuvent étre' considérés comma 
prenant une part effective au fonctionne- 
ment de chacun‘des ét-ablissements cor'n- 

posant l’entreprise. Toutefois, cette condi- 
tion~ doit étre interprétée largement en 
fon‘cti‘on des constatationsde fait, notam; 
ment 2‘1 l’égard‘ des' conseils juridiques ins- 
crits sur la liste spéciale qui, dans le cadre 
de leur activité réglementée, ont la faculté 
d’ouvrir un ou plusieurs bureaux dans le 
ressort de' la' Cour d’appel; dont dépend 
leut domicile professionnel, ou,. s’il s’agit 
de sociétés, leur siége social (4715. :53 du 
déwezf du 13 Millet 1972‘) 2; 
3° Lorsque les 'conseils jfiridiques emploiL 
ent de nombreux démarcheurs ou représen- 
tants et ont recours 2‘1 une large publicité. 
Cette précision ne peut viser' que vd‘es 

situations de fa‘it, car; en droit; Particle 54 
~' du décret du 15‘ juillet ‘1972- int'erdit aux 
conspils juridiques inscrits 'sur la liste spéé 
ciale tout démarcha'ge direct on indirect ou 
par personne interposée et précise, 2‘). net 
égard, que constitue un' acte de démarchage 
1e fait pour un' conseil juridique de se 
rendre personnellement ou d’envoyer un 
mandataire, soit au domicile on ‘51 la ‘rési- 
deuce d’une personne, soit sur leslieu‘x de 
travail, de repos ou de traite'ment ou .d‘ans 
un lieu public, 'en vue‘d’offrir ses sefvices 
pour consultger, rédiger des \actes,‘ assister 
ou .représer'lter autrui. - 

Par ailleurs", l’article. 55 du mém’e décret 

2. Les persbnnes physiques ou morale-s qui exer- 
gaient les aétivités de conseil juridique ou fiscal 
avantlle '19P jfiillel‘. 1971 pefiventgsous certaines 
conditions, conserve: les bureau}: annexes qu’elles 
avaient ouverts, avant cette date, hors du ressqrt 
de la. ’Cour diappel 01‘1 elles out établi leur domi- 
cile o'u leur siége sdcial (c art. 110 (1% décret 
duds iuillet’ 1972). -

- 
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n’autorise la diffusion, par quelque moyen 
que ce soit, de documents, annonCes on 
communications pouvant constituer une 
public‘ité directe 'ou indirecte en cfaveur 
d’un‘ conseil juri-dique inscrit sur la liste 

spéciale que dans la mesure 01‘1 cette dif- 

fusion ptocure au public une,nécessaire in- 
formation. Tout conseil inscrit qui centre- 
viendrait aux Prescriptions des articles pté- 
cités s’exposerait 5. une procédure discipli- 
name. 

C. INCIDENCE DE LA NATURE DES 
OPERATIONS EFFECTIVEMENT 
REALISEES 

1.} Conxeil: jmz'digue: z'mcrii: 
5M 14 lixte‘xpéciale 

L’article 58 de la loi du 31 décembre 1971 
dispose, qu’en principe, l’inscription des 
conseils juridiques sur la liste établie par 
le procured: de la République ne peut 
étre demandée que par une personne phy— 
sique ou une société civile professionnelle 3. 
Cependant, par dérogation.£1 ce principe, 
Particle 62 de Ia méme 101' prévoit que les 
personnes morales autres que les sociétés 

civiles 'professionnelles qui exergaient avant 
1e, 1er juillet 1971 les activités de conseil 
juridique ou fiscal pourront demander leur 
inscription sur la liste spéciale 5. condition 
de se conformer, avant' l’expiration d’un 
délai de cinq ans 5 compter du 16 sep- 
tembre 1972, aux ré‘gles ci-aprés: 
1° Les actions des sociétés par actions 
doivent revétir la forme nominative; 
2° Plus de la moitié du capital social doit 
étre détenu par deslpersonnes inscrites sur 
la liste spéciale des conseils juridiques; 
3° Le président du -c0nseil d’administra— 
tiqn, les directeurs généraux, les membres 
du direcioire ou le directeur général unique 
et les gérants, ainsi que la majorifé des 
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membres’ du conseil d’administration -et du 
conseil de surveillance, doivent étre ‘inscrits 
sur la liste susvisée; 
4° L’adhésion d’un nouvel associé doit 
étre subordonnée A 1’agrément.préa1able, 
selon le cas, du conseil d’administration, 
du conseil de surveillance ou-Ides porteurs 
de parts. 

a. Opération: non impomble: de: co'mez’lx 
juridique: imcrit: wr 14 line Jpe’cz‘azle 

En application des dispositions combinées 
de l’article 54 de la loi du 51 décembre 
1971 et de 'l’article 47 du décret du 13 
juillet 1972, les conseils juridiques ihscrits 
sur la liste spéciale peuvent, au titre de’ 

leut activité réglementée non imposable: 
—— dormer des consultations en matiérc juri- 

dique et rédiger pour le compte d’au- 
trui tous actes sous seing privé; — procéder '21 toutes formalités qui sont la 
conséqu'ence ou l’accessoire de ces actes 
(par exemple: présentation des actes 5. 

la formalité de l’enregistrement, ac- 

complissement des formalités légales 
pour rendre les actes opposables aux 
tiers); . 

—— 'apporter leur concours aux clients pour 
la rédaction des déclatations, mémoires, 
réponses et documents divers adressés 
aux administrations 01; 5. tous organis- 
mes publics ou privés; — assister et représenter les parties devant 
les administrations, les organismes pu- 
blics et Privés, les juridictions ou orga- 
nismes juridictiormels, dans la mesfire, 

3. Les régles the constitution et de fonctionne— 
ment des sociétés civiles professionnelles consti- 
tu'ées entre deux ou plusieurs conseils juridiques 
sont fixées par un décretrn° 72-698 du 26 juillet 
1972 portant réglement d’administration publi- 
que (I. O. du 30 iuillet 1972, p; 8177 et Mia). 
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bien entendu, 01‘1 les~ dispositions légis— 
latives et iréglementaires n’interdisent 
pas 1a représentation ou ‘l’assistanc‘e 

pour tout mandataire'ou par certaines 
catégories de mandataires parmi les- 

quelles sont rangés lest conseils juridi- 
ques; 

,— procéd’er, pour le compte :de leur man- 
dant, aux’ réglements pécuniaires directe- 
ment liés aux actes ou opérations men- 
tionnés aux alinéas précédents on con,- 
stituant l’accessoirev‘de ces acres-cu de 
ces opérations. ' 

b. Opémtz'om'impomblex 

Les conseils juridiques inscgits sur 'la liste 

Spéciale seront recherchés en payement de 
la taxe sur 11'21 valeur ajoutée 'lorsqu’ils vr'éali- 
sent, en fait, rdes prestations de services 
ou opérations de nature commerciale autres 
que celles expressément prévues par les 
articles 54 ‘de la 101' du 31 'décembre 1971 
et 47 du déCret du 13 juillet: 1972. 
Dans ‘ce cas; la taxatiOn ne concernera pas 
l’ensemble-d‘e l’activité mais sera; limitée‘ 

aux prestations et opérations de nature 
commerciale imPOSabl'es, dés lors qu’elles 
pe‘uvent étre c'onnues. et individualisées 
chez les différentes personnes qui, autori- 
sées légalement '21 faire usage du titre de 
conseil juridique, respectent Ies obligations 
comptables lqui ‘leur sont imposées par la 
réglementation. 

c. Obligatbm comptablex 

Les personnes physiqués ou morales inscri- 
tes sur la 'liste .des conseils juridiques doi- 
vent se faire ouv’rit 2‘1 leur nom, dans une 
banque ou 51 la Caisse des dépéts et con- 
signations, un compte quiv est exclusive- 
ment affecté 23. la réception des fonds remis 
5. l’occasioh des actes‘ et‘opérations accom- 
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plis dans l’exercice de la profession. 
Les versements faits 2‘1 un .conseil juridique 
au titre de ses opérations professionnelles 
ct d’un montant supérieur :1 1.000 francs 
doivent étre effectués, soit par virement 
bancaire ou postal, soit par chéque bancaire 
ou Postal. 
Aux te'rmes d’un arrété du 4 aofit 1972 
(].0. dz: 19 4012: 1972, p. 8950 at 8951),, 
toute personne physique ou metalé inscrite 
sur la liste des conseils juridiquesv doit tenit 
une comptabilité comportant au moms Ies 
documents suivants: ' 

-~ un 1ivrc~joumal; . 

—- uné comptabilité-clients des fonds 
regus; 

4;- une comptabilité-cli'ents des valeurs ‘et 
effets regus; 

—— des carnets, de regus. 
‘L'evlz'we-joumal doit mentionner, par ordre 
chronologique, toutes les opérations con- 
cémant les fonds, effets ou valeuzs qui 
sont versés ou remis au conseil juridique 
au titre de son activité professionnelle. I1 

doit indique‘r‘, notamment, pour chaque 
opération, la date, le nom de la piartie 

pour Iaquelle l’opétation es‘t effectuée, 1e 
libellé Clair et succint de ‘I’opération et son 
montant et, s’fl y a lieu, 1e numéro du 
regu délivré. Lorsqu’un conseil juridique 
posséde des bureaux annexes, il a la fa- 
culté d’ouvrir des comptes bancaires 
distincts affectés 5. 1a réception .des fonds, 
mais, dans ce'cas, son livre-journal doit 
indiquer, pour Chaque opération‘, he on les 
comptes bancaires par l’intermédiaire des- 
quels l’opération est effectuée.. ' 

Tout conseil juridique' peut tenir plusiEurs 
livres auxiliaires é. condition que les_écri- 
ture's s'oient centralisées au'rno‘ins mensue‘li. 
lament dans le livre-joumal.

‘ 

La compiabilz'té—cl‘z'ent: des Zfond: raga; Est 
retracée dans un grand Iiv‘re .des comptes 
clients qui reprend les écritures du livre- 
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journal etsdoit contenir 1e compte de cha- 
que client par le ~-relevé de-toutes les re; 
ceftes et dépenses effectuées pour lui. Les 
balances sont faites‘ aumoins seméstrielle- 
meat, au 31 juin et au 31 décembre. Ce 
grand livre peut étre term sur feuillets 
mobiles. 
Un' relevé doit étre établi au nom de cha- 
que client pour toutes les entrées et sorties 
de Wlezm at effet; regm de L’intéressé. 
Tous les versements de fonds et remises 
d’effets ou‘ valeurs faits é-un conseil juri- 
dique doivent donnér lieu '21 1a déli'I/mme 
kl’zm my; extmit d’zm mmet. Chaque car- 
net porte un numéro et les regus sont 
numérotés en série continue; les regus doi- 
vent. étre utilisés dams l’ordre numérique. 
Un double de chaque regu délivré doit 
étre conservé, liassé qu attaché 5. la souche. 
Le regu et le double doivent porter le 
méme numéro. Le regu doit mentionner: 
1° Le numéro du carnet dont il est extrait; 
2° Le numéro du regu dans la série; 
3° Le mom. ou la raison sociale et l’adresse 
du conseil juridique délivrant 1e regu; 
4° Le nom et l’adresse du gamut; - 

5° La date et le lieu de la déliance; 
6°~Le nofn et l’adresse de la partie ver- 
sante; - 

7° L’indication, emchiffres et en letters, 

des sommes, ‘effets ou-valeurs regus et, 

pour les fonds, le mode de versement; 
8° La cause. du versement ou de la. remise, 
en précisant notamment si 16 ve'rsement 
est effectué '2‘1 titre de-provision ou pour 
solde ,d‘éfin’itif ; , 

9° La signature du conseil juridique ou de 
la p‘ersonne mandatéc é ce‘t effet. 

d. Option powje payem'ent dé [a take 
5211' la mieur czjozztée 

V ' 

Cette option, dont le ‘régime est fixé par 
les articles 189. 2‘1 192 de l’annexe II au 
Code général des Impéts (of. Documen~ 
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Mtian génémle, .re’rie 3, feuillets 161.132) 
est ouverte, dans les conditions de droit 
commun, aux persdnnes Physiques et mo- 
rales 'inscrite§ sur la liste des conseils juri» 
cliques. 
Bien entendu, les conseils qui exergaient 
leur activité dans un cadre libéral avant 1e 
16 septembre 1972 (date d’application de 
1a 101' du .51 décembre 1971) sans avoir 
opté pour .le payement. de la taxe sur la 
valeur ajoutée, ainsi que les conseils juridi- 
ques qui cotmnenceront a exercer leur pro- 
fession aprés 1e 16 septembre 1972 et se- 
ront inscrits sur la liste spéciale peuvent, 
s’ils 1e désirent, exercer,1’option dans le 
délai qui a été précisé par l’instruction 
n° 126 du-28 juillet 1969 (B.0.C.I. 1969- 
1-201) c’est-é-dire, pratiquemént, dans la 
quinzaihe suivant le premier jour d’un 
mois quelconque '21 partir duquel ils ,dési- 

rent que leur activité‘ soit couverte par 
l’option. - 

Quant aux c'onseils juridiques ou fiscaux 
qui, antérieurem'ent au 16 septex‘nbre 1972, 
avaient opté pour- l’assujettissement A la 
taxe sur la valeur ajoutée, "ils seront en 
principe tenu-s par leur option qui couvre 
obligatoirement' une période expirant 1e 

31 décembre de' la quatriéme année qui 
suit cellé, au cours de laquelle elle a été 
exercée; toutefois cette o'ptiondevra étre 
dénoncée' en cas de modification substan~ 
tielle des conditions d’exercice de l’activité; 
tel est le cas, par exemple: — des conseils juridiques ou fiscaux qui 

se bognaient '21 exercer une .activité de 
conseil pur et simple (consultations et 

,rédaction de projets d’actes) mais qui 
vont se faire inscrire sur.1a liste spé- 
ciale et étendre désormais leur activité 
aux opérations d’entremise autorisées 
par 1e statut; 

—‘ des conseils juridiques qui exerceront 
leur activité, non plus a titre.individuel, 
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mais en tant que meinbres d’une so- 
ciété civile professionnelle .ou- d’un 
groupement. 

C email: juridique: 72072 imcrz'fx 
I-l s’agit, du point de vue fiscal, des pe'r- 
spnnes qui, pratiquement: 
1° Exercent pour le compte d’aut‘fui, et ‘ 

2‘1 titre‘indépen'daht, {me activit'é de ton- 
se‘il et d’intermédiaire £1 propos de -pro- 
blémes d’ordre ijfiridiqfie ou fiscal; .‘

‘ 

2° N’appartiennent pas a une profession 
réglementée ou d'ont le titre est protégé; 
5° Ne sont pasautorisés par' la loi du 31 
décembre-‘1r97ln'21 faire uSage du titre de 
éonseil jutidique assorti on non, d’une 
mention rde spécialisation. -- 

Leaf-situation au regard d_e la~taxe ‘su; la 
valéur ajofité‘e 'e'st c'e_lle d'e l’ensemblé'des 
anciens 'cbn‘se'il's juridiques bu fiscaux avant 
l’appl‘ication. de la Ioi du 31 décembre 
1971. 

_ 

- v - - 

a. 'Ope'm'tz'om nonzz'mpom'ble: 

Conformément-é. une abondante jurispru- 
dence, élabor‘ée par-1e .‘Conseil d’Etat lots- 
que la pgofession d6 conseil juridique 
n’était soumise é. aucune réglementation, 
les ‘co‘n‘sei‘ls juridiques non inscrits sur la 
liste spééiale‘ééhappént au payement obli- 
gatoire de la taxe sur‘la valeur ajOutée 
finiquement Iorsqu’ils Se bomgnfi 2‘1 d‘ojnner 
des consultations juridiques ou fiscales'lct 5. 

rédiger des projets d’actes, sans s’én‘tre- 

mettre entre leurs Clients ‘et un tiers 'ou '- 

une administration ou une juridiction quel- 
conque, et sans procédet '21 des maniements 
de fonds, sinon Pour assurer'le payement 
des fraisgd’actes ou desA frais ‘de‘ pfdcés 
incombant é. leurs clients. :.

‘ 

b. ‘Opékation: impombles 
Les -conseils juridiques non 'inscrits Sont 
redeyables c_le la taxe sup 1a valeur_ajouté¢ 
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loréqu’ils 'effectuent habituallement," dans 
l’intérét ‘vde leurs clients; des "actes diehtge- 
mise relevant de largestion d’affaires teIs 
quez-w ' "

A — recouvrement de. créances; \- 

=—— accomplissement des _formalités légales 
pour rendre les‘ actes ‘rédigés par eux 
opposables aux .tiers; V . 2. 

—- représentation des justiciables devant 
les juridicfions 01‘1‘ le, 'ministére des avo- 
-cats n’est pas obligatoire .Ou devant les 
jug'es-rapporteurs, les arbitres- ~0u les 
experts judiciaires; 

‘ 

— préparation des déclarations fiscales des 
clients; — rédaction, pour ces derniers, de mé- 
moires ou réponses aux demandes de 
renseignement émanant de divers or- 
ganismes; — constitution de dossiers et accomplisse- 
Int de formalités administratives; — assistance des clients dans leurs rap- 
ports avec I’Administration; — administration de biens, gestion d’im- 
meubles, opérations relevant de l’agence 
de location on de l’activité d’intermé- 
diaire en transactions immobiliéres. 

f 
c. Amiette de [a taxe Jur la valeur ajoutée 

Lorsque les conseils juridiques non inscrits 
réalisent 5. la fois des opérations impo- 
sables et des opérations non imposables, 
ils sont passibles de la taxe sur la valeur 
ajoutée sur la totalité de leurs recettes dans 

. 
la mesure 01‘1: — les consultations d’ordre juridique ou 

fiscal qu’ils donnent effectivement 
n’ont qu’un caractére accessoire et con- 
courent directement au but normal 
d’une activité principale relevant de la 
gestion d’affaires; 

—— la rémunération des services rendus' a 
un caractére global et la comptabilité 
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FRANCE: CONSEILS JURIDIQUES 

ne permet pas de distinguer les activités 
d6 consefl Pur ct SimP1e Ct If” aCtes - A Complete Guide for the Overseas 
d’entremlse (cf. arrét dz; Come'zl d’Etat Investor to Australian 
du 9 décembre 1968, aff. Sieur Loixe- Corporation Law 
leur, req.-n° 72675); ‘ - 

__ i1 n’est pas apporté 1a preuve, all moyen - 

-de documents comptables ou.‘ piéces . 

. .f. . 

, 

, . d _ 
. ~ 

£23331:iEffie; Esiii‘sfi. PROPRIETARY 
d’ d 

' 
’ ' 

(25213235523332?za§§2,d§?‘§‘§i’ii COMPANIES * 

Elie Lardiére, reg. 7293 81867 at 82252). 3rd EDITION 
By Rodney N. Pufvis, Barrister, Supreme 
Courts of N.S.W. and A.C.T., A.I.C.A. 

This is the only book which presents the 
overseas investor with a complete picture 
of the Law and practice relating “to the 
affairs of Proprietary v Companies’ in 
Australia from the. pie-incorporation 
period to liquidation and winding up. 
It includes the numerous and fat-reaching 
amendments to the legislation made since 
the publication of second edition back in 
1961. Complétely up-to-date, and with 
copious c’aSe-referenCes, it is a complete 
source book on Cofporation Law in relation 
to Private Companies in Australia. - u 

ORDER FORM 
' Please supply ............ copy/ies of PURVIS 
ON PROPRIETARY COMPANIES at 

. '15 24.00 (Aust) and all supplementary 
material as it becomes available. 
SBN 409 41850 1- 
NAME/FIRM: ............................................. 

ADDRESS; ........... 
‘ 

...... 

COUNTRY: ............... 

SIGNATURE: ........................................... 

Mail to: 
I 

I ~ 

BUTTERWORTHS 
PTY. LIMITED - 

P.O.BOX454 
CHATSWOOD. 2067 
AUSTRALIA 
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BUNDESREPUBLIK DEUTSCH'LAN'D
i 

1. Geht die Zus'téindigkeit ffir die Ent- 
lastung V011 deutschen Aqgssteuérn auf- 
‘grund von Abkommen Zur Vermeidung 
der Doppelbesteuerung mach A-rt. 5 des 
Finanzanpassungsgesetzes vom 30‘. August 
1971_ wiihrend des Revisionsverfahrens auf 
das Bundesarnt fiir Finanzen fiber, so 
bleibt das FA, das den angefochtenen Be- 
scheid erlassen hat, der richtigeBek‘lagte. 
2. Die VoraussetZung einer Beteiligung 
von mindestens 25 v.H. an einer anderen 
Kapitalgesellschaft im Sinne des Art. 13 
Abs. 4 DBA-Niederlande mufi in der Pet- 
son der Kapitalgesellschaft erfiillt sein, 
die Glfiubigerin der Kapitalertrige. ist. 

Indirekte, sogenannte mittelbare Beteili- 
gungen sind keine Beteiligungen ~i1n Sinne 
dieser Vorschrift. 
EGO §-122 Abs. 1; DBA-Niederlande 
Art. 13; Schlufiprotokoll zum DBA-Nie- 
derlande Nr. 18. 

Der Revixz'ombeélagten (Kléigefl'n), ez'nw 
Kapiz‘algeyellscbczft mit Sitz I'm Kfinigreic/y 
der Niederlande, when Gexéjbéiftxanteile 
an einer 516211365972 GmbH (6772i in 
Hiibe van 23,5 1/.H. d‘eJ Sfammétzpz'tazlx zu. 
Weitew Gexckéiftmniéilader GmbH 2'72 

Hb'lae‘ 1/072 24 uH. ge/Jfii'en einer anderen r 

KapitalgexellJc/mft mif Sitz I'm Ké'nigreic/a 
tier Nz'ezlerlande, die glez'cbzez'tz'g zzz 100 
aH. rm der Kliigerirz befeilz'gt zlrt (Ober: 
gesell'scbaft). Die GmbH [mt fiir dm Ge- 
Jcbéiftsjzz/ar Z 966 when Gewz'mz 11072 

128 287,24 DM an die Klégerz‘n mage- 
Jcbz‘ittet zmd .dazfz'ir'Zfi .1/.H. Kapimlertmg: 
Iteuer = ‘32'071,81 DM ez'nbe/aa‘lz‘m tzmd 
dbgéfz’Z/art. A772 2. [am/4r Z 968 beantmgte 
die Kliz’gerz'n beim Revixz'oméliigei' (FA), 
2791‘, 2/5 tier abgefz'ibfien Kapz'mlertmg- 
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'Urte'il vom 13'. September 19.72 1 

(DB/1 Bufldexrepzzblz'é DeuiJcand-Niedeilande) 

J’tezzer = 12 828,72 DMv'zu ersiéztterz; D45 
FA lebnt‘e diejen Antmg flk, dc; die Klii— 
gerz'n and 27173 Obe‘rgeyel‘lxrbaft zzmzmmen 
zwme’lar 415‘ 25 12H. an der' GmbH Ive,- 

tez'lz'gt .rez'en. 

Die S przm gélage [mite Erfolg. D45 PG bat 
den able/menden Belcbez'd 413; FA qufge- 
£20173” m‘zd entxchiedenz d4; FA ,rez' we'r- 

pflz‘cbtet, cm die Kléz'gerz'nl 12 828,72 DM 
Kapitc‘zlertmgyteuer ~22; amid-ten. 2111* B??- 
grz'indzmg [mt day PG amgefz‘i/art,. der Ge- 
wz'mz, den die GmbH an die Kliigerz'n'aw- 
gen/ozittet, 'lmée, unterlz'ege 714619 Art. 13 
A51. 3 DBA—Nz‘ederlande 3120172 16. [uni 
1959 (BStBl 1'1960, 382) dem‘ allgem’ei- 
new Kapz'mlertmgnfeuer-Sdtz 11071-15 1/.‘H. 

Den” tier Kléz'gerz'n ge/ab'rteflv’wem'ger 41‘! 

25 14H. der Geycéziiftmntez'le der GmbH. 
Gegem-dz'em Urtez'l fie/ate; .rz’cb die Revi- 
sioiz dear FA. D45 FA' rnzf, day PG babe 
Art. 13 Abs. 4 DBA-Nz'ed’erlm‘de in Ver- 
bz'ndung mi: N12 18 Buck”. b 519: Sc/alufi- 
Molokai}: amic/Jtz'g amgelegt 11ml imbe- 
Jomiere die mit Nr. -18 Burbst. b day 
Scblufipmtoéolli 1/217‘01 gteiz Zielletzzmg'e‘n 
werléamflt. ‘ 

D45 FA beamfmgt, ([45 Ufiez'l dex PG duf- 
zflbeben and die Kldge qbzuwez'wn; 
Die Kléigerz'n éeantmgt,‘ die Revixz'on zu~ 
flicézuwez'xen. I 

-
: 

Der BdF in: dem Verfa/Jren beigetrelen. -' 

Er 192/917: 421:: -- 
‘ 

'
v 

1. Zivilrec/atlz’c’b ~3ez' zwar die Kléigériiz 
Gléz'zzéz'gerin der dimlertréige. Steue’r- 
rec/atlg'cb wz‘im’en aber die Gewz'nne 7246b 
§'27 der- nie'derléinziz‘xc/Jen Siezterverwd- 
mmg vom- fabré- 1-940 der Obergesell— 

1. Bundessteperblatt 1973 - Teil II,‘ Seiie 57. 
(27.Januar 1973). - ' ~

‘ 
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:c/Jaft zugerec/met. Die 4217‘ dimer Vor- 
Jclm'fl berubende fixéalz'iclye Einbeit zwi- 
:claen tier Kliigerz'n and ibrer Obergexell- 
:c/aaft babe zur Folge, 514/3 der Obergesell- 
Mlmft dd: Sabacbtelprivileg fiber die 
Grenze flat/a niederléindixcbem Steuerreclat 
zzutebe; Demz 5232;e die Hinzurecbnung 
der Gescbiz'ftmnteile der GmbH, die [7127'- 

gerlz'c/J-rec/atlic/J der Kliz'gerin ge/Jb'rten, 

Imbe die Obergexellsc/mft sine Betez'ligung 
11072 25 11.H. o‘d‘er me/ar am def GmbH. Be- 
zieberz'n d‘e: Gewz'mz: der GmbH im Sim: 
de: DBA-Nz'ederlande Jez' mitbz'n nicbt die 
Kl-éz‘gerin, sander): defen Obergexellychaft. 
Dalser beltiiflden am}: Zwez'fel an der 
Aétivlegz'tz'mation der Kléigerz'n. 
2. Aufgmnd der fiséaliscben- Einlaez't zwi- 
when der Kliz'gerz'n and ibrer Obergeqell- 
schaft Jez' aus der Sic/9t der 0&erge5ell- 
_scbzzfzf fextzustell'en, ob die Vomzmretzzm- 
gen fz'ir die Zuteilung de: Besteuemngy- 
rec/1t: and die Be grenzzm g d'es Steuerm‘tze: 
mob dam DBA-Niederlande gegeben 
seien. Unter Antez'len, die einef Kapital- 
gamma/94ft ge/ab'ren, Jez'en die Betez'lz'gun- 

gen zu genie/yen, die dam bezogenen Ge- 
. wimz zugrunde liz'gen. Der Aum’mcé ,,ge- 
harm“ bezeicbne die Reclatxbezz'ebflngen, 
die steuerrec/atlicb den Bezug der Gewinne 
begrz'indeten. 
3. DieJe Awlegung entspreclza 4216/3 dem 
Sinn and Zwe'cé 6Z9! Vertmgx. Die Voll- 
erbebzmg der damn-hen Kapz‘talertmg- 
.rteuer duf Sc/Jzzrbtelgewz'me, die in den 
Auiland gingen, dime der Glez'cbmé/Sz’g- 
kez't der deumlzen BeJtmerzmg. 112‘ diam 
Fallen werde 110m awléz'ndz'scbefl Shut in 
dller Regal d4: Salaacbtelprivileg fiber die 
Grenze gewéibri. Deutscbe Obergesell- 
.rtlmften mit Schaclytelbetez‘lz'gzmgen #2143- 

ten aber sine Nacbxteuer van in der Regel 
36 12.H. ale: ausgexc/aiifleten Ben: za/alen. 
Damit Jez‘ dieollerbebung der dawn/yen 
Kapitaler’tmgsieuer an dd: Sclmc/atelprivi- 
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leg ale; niederliifidiscben Steuerreclat: ge- 
éoppelt. Zz'el der Vertmgsparteien 591' e: 
geweien, die dawn/2e Kapitalertmgsteuer 
immer damn wall aufrec/atzuerbalten, wenn 
aafgrund de: niederliz’ndiu/oen Saba/atel- 
priw'legx z’ibei die Grenze die Gewz'rme 
Iteuerfrei Ieieiz. 
4. Der BdF beamtzmdet Jcblz'efilicla, :14: 

PG babe den Sac/90971941: nit/at 2m Hin- 
blz‘cla auf die Frage eine: Recbtsmifibmuc-Ia: 
aufgeéliirt. 
Der BdF beantmgt, d4: Urfez'l :12: PG duf- 
zu/aelzen and die Klage abzuwez'xefl. 

Aus den G-rfinden: 
Die Revision ist nicht begriindet.

I 

Das FA, das‘ den angefochtenen Bescheid 
erlassen hat, war im Verfahren vor dem 
FG der richtige vBeklagte (§ 63 FGO). 
Nach §122 Abs. 1 FGO ist beteiligt am 
Verfahren fiber die Revision, wet am Ver- 
fahren fiber die Klage beteiligt war. Da- 
nach war das FA auch im Revisionsver— 
fahren der ri'chtige Beklagte. Die Zus'téin- 
digkeit fiir die Entlastung von deutschen 
Abzugsteuem (Erstattungen und Freistel- 

lungen) aufgrund von Abkommen zur 
Vermeidung der Doppelbesteuerung ist 

2war am 1.]anuar 1972 auf das ‘Bundes- 
amt fiir Finanzen fibefgegangen‘ (§ 5 Abs. 
1 Nr. 2 des Finanzverwaltungsgesetzes in 
der Fassung des Art. 5 des Finanzanpas- 
sungsgesetzes vom 30. August 1971, BStBl 
1 1.971, 390). 
Daraus kann aber nicht der Rechtss’atz her-' 
geleitet werden, dafi das FA im Streitfall 
die nach frfiherem Recht begriindete Zu- 
stindigkeit verloren habe und das Bundes- 
amt ffir Finanzen entgegen der'Vorschrift 
des § 122 Abs. 1 FGO Beteiligter am Ver- 
fahmn fiber die Revision geworden sei. 

II 
Der Steuerabzug vom Kapitalertrag betrfigt 
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i'm Streitfall ‘15 v.H. def ausgeschiitteten 
Gewinne der GmbH, da der Kligerin 
nicht mindestens 25‘ v.H. der Geschiifts- 
anteile’ def GmbH gehéren (Art. 13 Abs. 
2, 3, 4 DBA-Niederlande, Nr. 18 des 
Schlufiptofokolls) . 

1. Die Kliigérin: unferliegt der deutschen 
beschtiinkten Steuerpflicht (§‘2 Abs. 1 
KStG). Die Gewinne, die die GmbH‘ an 
die Kligerin ausgeschiittet hat, zfihlen nach‘ 
der hie: gebotenen ‘isolierenden Betrach- 
tungsweisé (Urteil ‘d‘es BFH I' R 41/70 
vom 7. Juli 1971,, BFH 103, 153, BStBl II 
1971, 771) zu dén beschréinkt steuerpflich- 
tigen Einkiinften‘ aus Kapitalvermiigen 
(§ 6 Abs. 1 Sat'z 1 KStG, §49 Abs. 1 Nr; 
5, §20 Abs. 1 EStG). Die Steuer wird 
dutch Abzug vom Kapitalertrag erhoben 
(§ 6 Abs. 1 Sa’t‘z 1 KStG, §43 Abs. 1 Nr. 
1 EStG). Steuerschuldner ist der- Gliiubiger 
der Kapitalertrfige (§ 6‘ Abs. 1 S‘atz 1 
KStG, § 44 Abs. 5 Satz 1 EStG)‘. Das war 
im Streitfall die Klagerin in; 'ihget Eigen- 
schaft als Gesellschafterin der. ‘GmbH 
(§ 29 GmbHG). 
2. Die beschriinkte Steuer’pflicht .der K15- 
getin ffir di'e Gewinne aus der Beteiligung 
an der GmbH hat das DBA-Niedeflande 
grundsiitzlich aufrechterhalten. Nach Art. 
13 Abs. 1 DBA-Niederland‘e hat der 
Wohnsitzstaat das Besteuerungsrecht fiir 
Divid‘enden, zu denen‘ auch die Einkiinfte 
aus Anteil'en an einer GmbH zihl‘en (N1; 
10 des Schlufip'rotokolls). Nach Art. 13 
Abs. 2 DBA-Niederlatide bleibt jedoch 
das Récht des’ anderen Vertragstaats zur 
Vomahme des Steuer’abzugs vom Kapital- 
ertrag unberiihrt. Der Steuerabzug darf 
allerdings‘ im- Normalfa‘ll 15 v.H. der Di- 
videnden nicht fibersteigen (Art. 13 Abs. 
3 DBA—Niederlande). Er darf 10 v.H. der 
Dividenden nicht fibersteigen, ,,wenn die 
Dividenden von einer Kapitalgesellschaft 
mit Wohn’sitz in cinem det Vertragstaaten 
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an eine Kapitalgeéellschaft mit Wohnsitz 
in dem anderen Staate gezahlt werden, der 
mindestens 25 v.H. der stimmbcrechtigten 
Anteile der erstgenannten GeSellschaft ge- 
héren“ (Art. 13 Abs. 4 DBA-Niederlan- 
de‘). Der-‘Satz erhéiht sich‘ wiederum, So- 
lange in der BRD‘ der Satz der Kérpet- 
schaftsteuer fiir ansgeschiittete Gewinne 
niedrige; ist als der Steuersatz fiir hichtaus- 
geschiittete Gewinne, auf 15 v.H. bei 
éinem Unterschied‘ von 1'0 v.H. oder mehr‘ 
und auf ‘25 ‘v.H. bei einem Unt‘erschied 
von 20 "v.H. oder mehr -— Nr. 18 deg 
Schlufiptotokolls Zum DBA-Niederlan- 
de - 

3. Art. 13 DBA-Niederlande und N15. 18 
des‘ Schlufiprotokoll’s findem somit den 
Steu'ersatz fiir den Steuera‘bz'ug v’om Kapi- 
talertrag, Iassen' abet im fibrigen die An- 
Wendbzirkeit. der deutschen Vorschriftejn 
fiber die besc‘hféinkte Steuerpflicht unbe- 
riihft. Unveriindert ble‘ibt insbeSondere die 
Zurechnung der Einkiinfte an die ‘Gliiubi— 
gerin der Kapitalertréige (§ 44 Abs. .5 Satz 
1 EStG). Auf’ dieser rechtlichenABeurtei- 
lung ‘befuht auch Nr. 2 des Metkblatts des 
BdF fiber- die Etstattung dc: deutschen Ka- 
pitalertragsteuet und die ‘Steuerbefreiun'g 
ffir Lizen'zgebfihtefl vom 30. September 
1961, IV B/S-S 1301-Niederlande-4o/61 *. 
Dort Wird' festgestellt, dafi ,,ein Gléiubiget 
von‘ Dividendefi und Zins'en“ mach Art. 13‘ 
DBA-Niede‘rlande eihen Erstattungsan- 
SptuCh‘ habe. Die Ansicht dais BdF, Be- 
zieherin der Kapitalertriige im ’Sinne des 
Art. 13 ‘DBAeNiederlande sei die Obers 
gesellschaft, weil diese die‘Ertr'dge mach 
holléindischem Steuerrecht zu versteuem 
babe, findét ‘im DBA-Niederlande keirie- 

Stfitzé. Sollten hie: das deutsche Recht und 
'das holléindi'sche Recht in die: Frage der 

* BStBl I 1961, 691. 
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Zurechnung'der Einkiinfte aus Kapitalver- 
méggn ‘Verschiedene Wege gehen, so be- 
rgchtigt diese unterschiedliche Zurechnung 
nichtdazu, Adas deutsche Recht ohne aus- 
drfickliche Vorschrift im Abkdmmenbei- 
seite zu 'schieben‘ (vgl. BFH-Urteil I 

216/64 110111.29, November 1966, BFH 88, 
370, BStBl III 1967, 392). 
Aus diesen Griinden war dié Kligerin in 
ihrer Eigenschaft als Glfiubigerin der Ka- 
pitalertréige zur Stellung des Anttags auf 
Erstattupg der Kapitalertragsteuer und zur 
Erhebung der Klage berechtigt. 
4;-~ Im Streitfall betréigt der Steuersatz 
nach Art. 13 Abs. 3 DBA-Njedetlande 15 
v.H., da die Voraussetzungen der Aus- 
qahmerqgeln des_-Art. 13 Abs. 4 DBA— 
Niederlande‘ und der Nr. 18_ des Schlufi; 
protokolls nicht egffillt sind, Der Klagerin 
gehb'ren nicht mindestens 2-5 v.H., sondem 
nur 25,5 v.H. der- stimmberechtigten An- 
teile den GmwDas FA und der BdF 
wollen die‘ Ausnahmeregel d_er Nr. 18 des 
Schlufiprotokolls zum DBA-Niederlande 
anwendenb-weil der Obergcsellschaft dex; 

Klagerin unmittelbar 24 v.H. u_nd mittel- 
bar' fiber die Klagerin weitere 23,5 v.H. 
gler ‘Geschéiftsanteile der GmbH- gehfirten. 
Dagegen spricht- einmal, dafi-es nach den 
Ausffihrungen des Senats unter Nr. 3 a1; 

lein darauf. ‘ankommt, ob der Glfiubigerin 
der Kapitalertrige der Kléi‘gerin- also -— 
mindestens 25 der Anteile-der GmbH 
gehfiren. Aufierdem stellt rder Aus-druck ,,ge- 
h6ren“, der im .Art.‘ 13 _Abs.'.4 ‘DBA- 
Niederlande_ verwandt' wird; ' mach. “allge- 

minem ‘Sprgchgebrauch au_f die Rechtszu: 
standigkeit ab, bei Anteilen giner Kapital- 
ggsellschaft‘auf die Mitgliedschaft (BFH— 
Urteil ~21 [R 8/69 'vom 1-7. Febguar 1971‘, 

BEH 102, 41, BStBl II‘ 1971‘,‘ 535); Die 
Rechtszustiindigkeit fiir die 23,5 v.H. der 
Gesghiftsgnteflc der GmbH liegt bei derw 

Kléigerin und nicht bei‘deren ObergeselL 
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schaft; Hinzu kommt, dafi das Gesetz, 
wenn es von~ Beteiligungen spricht, in der 
Regal unmittelbare Beteiligungen .- meint 
(BFH-Urteil I 85/64 vom 11. Oktober 
1966, BFH 87, 78, BStBl III 1967, 32). 
Wire mit dem Ausdruck ,,geh6ren“ in 
Art. 13 Abs. 4- DBA-Niederlan‘de auch 
eine mittelba‘te Beteiligung gemeint; so 
Wiirde ~ das- Schachtelprivileg fiber die 

Grenze, das deutschen Obergesellschaften 
dutch Art. .20 Abs. 2 Satz 3 DBA-Nieder- 
Iand'e-gewiihrt wird, auch d‘en Obergesell- 
schaften zustehen, die an niedeflfindischen 
Untergesellschéften nur mittelbar mit min- 
destens 25 v.H. beteiligt sind. Denn mach 
Art. 20 Abs. 2 Satz '3 DBA-Niederlande 
werden die ,,unter Art. 13 Abs."4 fallen: 
den Dividenden“ aus der vBemessungs- 
gmndlage'ausgenommen. Darin liegt eine 
klaye 'Verweisung "auf 'den Begriff der 
Schachtelbeteiligung, wie er in Art. 13 
Abs. ‘4 DBA-Niederlande bestimmt ist. 
Diese Folgerur‘ig scheinen das FA und def 
BdF nicht ziehen zu wollen. Sie meinen 
abet, Nr. 18 des Schlufiprotokolls Zum 
DBAfiNiederlande sei aus sich selbst aus- 

zulegen und gehe von einem Begriff der 
Schachtelbeteiligung aus, der die ‘mittelbare 
Beteiligun'g mitumfasse. Dieser Auffassung 
ka'nn der Senat nicht folgen. Die Grenzen 
des Steueraqgs, von 15 v.H. und 23 v.H. 
der Dividenden werden in. Nr. 10 des 
Schlufiprotokolls Zum 'DBA-Niederlande 
vorgeschrieberi ,,fiir Beteiligungen im Sin- 
n'e (165 Art. 13 Abs. 4“..Deut1icher kann . 

kaum gesagt werden, d‘afi auch hier der 
Begriff der - Schachtelbeteiligung mafige-v 
bend sein 5011, wie er in Art. 13 Abs. 4 
DBA-Niederlande bestimmt ist; Abgesehen 
dailon'wéire es ein _.ungew6hnliches Ergeb- 
nis, dafi die Schachtelbetéiligung, soweit 
d'as Abkommen an sie Vbrteile «knii'pft 

(Art. 13 Abs) 4i Art. 20 Abs. 2 Satz 3 
DBA-Niederlande), auf die unmittélbare 
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Beteiligung 'beschréinkt sein sollfe, soweit 
dagegen das Abkommen Nachteile an sie 
knfipft '(Nr. 18 des Schlfifiprotokolls), 
auch die mittelbare Beteiligung umfasse'n 
‘sollte. 

5. Die Beschrblnkung des Begriffs der 
Schach'telbeteiligung auf die unmittelbare~ 
Beteiligung dutch Art. 13 Abs. 4 DBA- 
Niederlande und die Geltung dieses Be- 
griffs fiir Nr. 18 des Schlufiprotokolls, 
kénnen 'auch nicht dilrch E'r'w’cigungen aus 
dem Vo‘rtragsZwec’k beseitigt werden. 
Der Gruhd ffir die Ausna'hmevorschfift 
der Nr. 18 des Schlufiprotokolls liegt 
darin, dafi die ausgeschfitteten Gewinne 
der deutschen Untergesellschaften bei 
diesen dem ermfifiigten Steuersatz von 
15 V.H. unterliegen (§ 19 Abs. 1 Nr. 1 
KStG) und deutsche, Obergeséllschaften 
bei Vorliegen von Schachtelbeteiligungen 
eine Nachsteuer zu entrichten haben‘ 9 
Abs. 3‘ KStG). Diese Nachsteuer beruht 
auf der Uberlegung; dafi bei der Oberge— 
sellschaft, die eine‘ Schachtelbeteiligung 
hilt, die auf diese Beteiligung entfallen‘den 
GeWinne steuerfrei sind (§ 9KStG) un‘d 
damit die‘ doppelte Besteuerung der Ge- 
winne, die dutch den gespaltenen K6rpe_r~ 
schaftsteueeatz gemil‘dert warden soll, 
gar nicht eintritt. Sie stellt sich damit als 
eine ErgéinZung der Kérperschaftsteuer der 
Untergesellschaft dar (BFH-Urteil I 276/61 
S vom 3.]u1i 1963, BFH 77, 394, BStBI 
III 1963, 464; I R 22/68 vom 3. Februar 
1971, BFH 101, 564, BStBl II 1971, 406). 
Die Erhéhung des ’Ste‘u‘erabzugs vom Ka- 
pitalertrag nach Nr. 18 des Schlufiproto- 
kolls Zum DBA-Niederlande' soll offenbar 
einen gewissen Ersatz fiir die‘ Nachsteuer 
nach §9 Abs. 3 KStG darstellen. Sie 
mfifite danach —— so meinen wohl das FA 
und der BdF —— immer stattfinden, wenn 
die Gewinne der‘ deutschen Untetgesefl- 
schaft im Kénigfeich der Niederlande 
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auf'grund einesidort- gewéihrten Sch'achteL 
privilegs fiber die Grehze von Steuern be- 
freit sind. - t 

Diese Uberlegungeri haben‘ abet im’ Ab- 
kommen keinen Ausdruck gefunden und 
sind daher ffir die Beteiligten nicht ver- 
bindlich. Dabei ist im Streitfall noch fol- 
gendes zu beachten. Die Besteuerung der 
Dividenden, wie sie im DBA-Niederlande 
—..— ahnlich wie in manchen and‘eren DBA_ ‘ 

‘— geregelt ist, vs‘tellt einen Kompromifi 
dar zwischen Wohnsitzprinzip und Prinzip 
des Ursprungsstaats, unter Einbeziehung 
des infiemational’en Schachtelprivilegs und 
des gespaltenen Kérperschaftsteuer-Satzes 
in Deutschland (vgl. Biihler, Prinzipien 
des internationalen Steuerrechts, 120 ff.)‘. 

Die vielféiltigen Uberlegungen, die dabei 
eine Ro‘lle spielen, lassen ebenso vielféiltige 
Regelungen denkbar erscheinen, bei denen 
die widerstrebenden Belange der Verttags- 
teile nicht voIlstiindig gewahrt werden 
kéinnen. Wenn die Absicht bestand, den 
deutschen Steueraqg vom Kapitalertrag 
vbei Schachtelbeteiligungen immer dann zu 
erhéih'en, Wenn die Gewinne der dgutschen 
Untergesellschaften im Ausland das Schach- 
Itelprivileg fiber die Grenze geniefien, so. 

hitte das in dieser Form 'im Abkommen 
gesagt warden mfissen. Dazu bestand um 
so meht Anlafi, a'ls die Steuerbefreiung 
aufgrund‘ eines DBA nicht davon abhéingt, 
ob der andere Staat von seinem Besteue- 
rungsrecht Gebrauch macht; Ausnahmen 
bediitfen der besonderen vertraglichen Re- 
gelung (Urteil des‘ RFH III 206/39 vom 
29; Februar 1940, RFH 48, 1‘91‘, RStBl 
1940, 532). Hier liegt Ader Fall iihnlich. 
Denn (193 FA uhd dér BdF w‘ollen. eine 
Erhéhung des Steueraqgs vom Kapital- 
ertrag'daraus herleiten, dafi das Kénigreich 
der‘ Niederlande fiir die ausgeschfitteten 
Gewinne der GmbH da-s Schachtelprivileg 
fiber die Grenze unter gewiSsen Vorausset; 
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DBA BRD-NIEDERLANDE 

.zungcn auch bej einer mitte‘lbfiren Beteili- Die Beteiligten kb'nnen grundsitzlich ihre 
gung gewéihrt. 

' Verhéiltni-sse so gestalten, wie sie ihnen, 
6'. Der Streitfall gibt-keinen Anlafi, af die auch steuerrechtlich, am giin'stigsten er— 

Frage des Rechtsmifibxauchs ei'nZugehen. scheinen (BFH-Urteil I 216/64, 21-. a. 0.). 
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ARTICLES 5 _* * 

NARCISO AMOROS RICA *: 

SOME REFLECTIONS ON PERMANENT TRIBUTARY REFORM 
PRESENTATION OF A THESIS 
It is my purpose to offer for consideration 
in this article,'some personal reflections on 
a theme, which is always current, more so 
in a time in which State action or inter- 
vention is ever increasihg, by its own de- 
cision and by the acceptance, more or less 
forced, of the collectivity which constitutes 
its foundation. This theme is that of Tri- 
butary Reform. Expressed in this way, a 
first impression could interpret the classical 
content referring to any number of the 
habitual problems born- of a Whole list of 
the many aspects of taxation, of the defects 
of a tax system, of the fight against 
Evasion, etc. HoweVer, this is not our pur- 
pose, as it would add little to the much 
said, very 'well at times, by doc‘trinaires 
and practitioners, legislators and judges. 
Our purpose is very. specific, limitcd only 
to placing emphasis on something which 
underlies the theory and the reality of the 
numerous fiscal reforms produced through 
out history. And although it is possible 
that as‘ the purpose is initially revealed, its 
very reasoning is broken, if you will permit 
me, I will describe the theme more pre- 
cisely referring to it as the “Permanent 
Tributary Reform”. But‘ as always when 
the final conclusion or thesis is placed be- 
fore the considerations or premises which 
justify it, its meaning will not be complete 
WithOut knowing the‘details and Without 
having demonstrated the road which led 
to it.

V 

Tributary reform‘has been defined as the 
renovation of legislation, confronted in 
sufficient depth to eliminate in effect, the 
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general aefects of the taxation system. 
Thus appears the classical concept of re- 
form, based on the existence of a rule of 
supreme hierarchy which pretends to sue:? 
ceed at making, on an. exact date, the 
established taxes, or those to be established, 
comply with the objectives foreseen. Only 
a critical explanation of this concept sug- 
gests a series of ideas with sufficient depth 
to "give content to other contributions as 
extensive as this, but our. pretentious are 
more limited, since we are only trying to 
demonstrate that a fiscal reform requires a 
daily continuity which is not achieved only 
through the 'Laws which are passed, but 
also as the result of lesser dispositions, 
such as orders, instructions and notices, 
within the operative legality. We assert 
that it is in this daily balance which must 
be achieved by the Ministry of the 
Treasury each day, Where the real reform 
exists, and if in its account of Losses and 
Gains it is the accrediting balance which 
predominates, then the fiscal reform may 
be considered successful. This requirement 
of continuity in reform is also a warning 
that cannot be postponed or forgotten.- 
There is a tendency to maintain privileges 
or special tributary regimes to provide 
stability and duration of the regulation. 
But fiscal reform such as we know it, must 
be a' question of daily consideration, as‘ 

are many- others, avoiding its_ postpone- 

*' Director General of Taxation, Madrid; This 
article is based on the speech pronounced at the 
opening session of the XXVIth Congress of the 
International Fiscal Association (September 
1972). 
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PERMANENT TRIBUTARY REFORM 

ment or' its being forgotten which could 
cause a technical degeneration of the 
system in effect. An example of this pre- 
occupation could be summed up in a tech- 
nical measure like one which could ac- 

company the annual budget bill with a 
statement presenting the yield that would 
be obtained from taxes if exemptions were 
totally, omitted. In another statistical 

table these exemptions would be detailed 
With an evaluation of the loss in income 
each of them would create“ In this way, 
the legislative body would be able to con- 
firm annually, with full responsibility, the 
exonerations which they deem useful and 
important. This measure, with obvious dif— 
ficulties more easily overcome in an auto- 
mated service, is cited as a samplc of this 
permanent vigil necessary to avoid fiscal 

inaction. 

PRESENT TRIBUTARY REFORMS 

The arguments which justify the thesis 

Presented could be deduced, with ease, 

from. an examination of the tributary re- 

forms whith have been effected in various 
countries. But this is materially and tem- 
porarily impossible, and as an apodictic 
statement of conclusions does not 'respond 
to my character; I will begin by :eferring 
to an authoritative argument, as for 

example, several paragraphs of an official 
publication of the French Ministry of Eco- 
nomy and Treasury in September of 1970, 
reproduced in the Bulletin for International 
Fiscal Documentation, of November 1970. 
It says: 
“In fiscal matters, as in other domains of 
political activity, it is necessary to empha- 
size the favourable consequences which 
governmental stability engenders. Previous- 
ly, with only a few months of gestation, 
a government did ,almost not have time to 
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present a hurried project modifying cer- 

tain dispositions of the General Code of 
taxation, project which was immediately 
called a fiscal reform. Today, sure of the 
continuity of its work, the Government 
should define 'the permanent orientation 

of its policy. And it is therefore, import- 
ant in this light, to rectify an inexactness 
and dissipate an illusion. The ineXactness 
is the confusion of the fiscal structure 

and the weight of the tax. Reform of the 
system of taxation is action on the first 

Point, modification of. the 'tax itself is not 
a fiscal reform, it is an act of political op- 
portunity. Thus when the United States 

had to massively reduce its taxes, and 
West Germany recently announced that 

theirs would be raised, these measures were 
not presented as a fiscal reform. The i1- 

lusion which. must be dissipated is the 

belief that during the night of August 4, 
the fiscal system could be shaken up and 
down. The modification of the fiscal sy- 

stem signifies not only the editing of new 
texts, which can in fact be dgne rapidly, 
but also an administrative action and 
change in conduct, and above all the 

evolution in the French attitude toward the 
tax, which is. what has been necessary 

for a long time. So today’s intervention 

has as its object the examination of 
the permanent orientation of the Go- 
vernments fiscal policy. .It is desirable 

that a collective reflection on this orien- 
tation be committed”. _ 

In the paragraphs above it could be de- 

duced that the use of the adjective “per- 

manent” which describes the tributary 

reform to be realized, is expressive of the 
acceptability of our thesis, and, possibly, 

if it has any merit, it is that of making this 
stand out in the foreground. The point is 

not to create or give life to a new concept 
of tributary refqrms. We are‘o‘nlyl trying 
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‘to show, 01; more precisely and more mo- 
destly, to emphasize, that the specific re- 
gulation in which a tributary reform is 
manifested should be the result of an un- 
interrupted process, of a constant preoccup- 
ation, which, keeping in mind the variat- 
ions in initial facts and hypotheses, was 
constructed and is being constructed from 
day to day.., 

This View of currency is complicated by 
the fact that in the past, the retouching of 
tributary ordinances has been used and 
abused. These have formed tracts without 
system, many times produced from mere 
collection requirements, or forgotten in 
the fundamental lines of economic and 
social evolution of the country. These tri- 

butary patches form an obstacle; to this 
~concept of a constant tributary‘reform or 
plan. Possibly, it is in the fiscal reforms or 
in the fiscal policy Where the present pre- 
ocCupation for planning was generated. 
Long before economic plans existed 
through ambitiously‘ canceived fiscal‘ re- 
forms from a rational and real point of 
View, the economic activity of the Country 
was sought to be ordered or. oxiented. 
When a productive, redistributing, or func- 
tionél treasuly, or the social well being 
Was discussed; whatever the theoretical or 
practical justification of such fiscal policy, 
the object was to plan and to equate the 
fiscal and tributary instrurhenté to that 
rational preoccupation, It seems unjusti— 
fiable, 'that if this is true, Stributary re— 
forms are still' conceived as something re- 
volutionary, something which must drastic- 
ally change the economiq and social 31- - 

tuat‘ion. We forget that this is. better 
achieved through the permanence of an 
organizing tributary reform; within its 
own sector, or by preventing fiscal ins- 
truments from interfering in economic and 
social growth or development. 
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If today’s. presence of the State is constant 
and daily, and ceases to be exceptional or 
complementary, we will be obliged to for-- ~ 

get the classical tributary establishment 
and be convinced that we are entering in 
an expresSly new stage, and we say “ex- 
pressly” because we. believe thatvthi‘s' per- 
manent or constant tributary reform, in a 
larval and implicit manner; has always 
existed in essence, but must now be clearly 
underlined, because if this concept, by 
reason of its intrinsic truth, is sufficiently 
rooted in the collective conscience, it will 
create a receptive mentality which will re- 
quire the constance of a permanent and 
renewing financial activity, which is what 
is or shOuld be the goal of any tributary 
reform. It must be noted that when the 
phenomena of symptoms are continuously 
repeated, independent of their results, the 
social body is more likely to accommodate 
itself ‘to them, or not give them tragic 
impofitance, above all because they are 
slowly, and inexorably manifested, they 
get to be like second nature. 
This concept will require, therefore, tn— 
butary reforms which are not placed in 
effect at a certain hour on a certain day, 
but rather are dependent or related to 21 

Well thought out schedule which permits 
consultation and gven admits the, appro- 
priate social reactions, Whose Winning Will 
assure greater effectiveness of the inno— 
vations in which this p'ermanenf tributary 
reform may have crystallized. If this light, 
simple sketch is converted in reality, we 
would also' have a silent tributary reform 
which,’ although it would not satisfy the 
emotional charge surging around it, would 
in fact be the most desirable‘ one in- an 
honest and technical political behavior. 
This in the future could be the only tri- 

butary reform possible in a logical and 
orderly concept.

‘ 
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PERMANENT T RIBUTARY REFORM 

In Spain, and in the perspective of 125 
years, perhaps it was the Mon reform 
(1845) Which really merits being quali- 

fied as such, since ever; the Villaverde Re- 
form (1900') is partial, limited to the pre- 
occupation _of making taxes ‘in some 
partial sector of our system effective, and 
later complemented with the introduction 
by Came: (1932) of the General Tax on 
Income of Physical Persons. Thus even 
today, our tributary system lives on, at 

least with respect to direct taxes, as the 
structure organized in the reform of 1845. 
The Larraz reform (1940) is the first 
Spanish attempt to systematize the taxation 
of expenses and consumption. In this 

sense, it is praiseworthy even; though it 

did not reach its. objectives, primarily be- 
cause it was based on a concept of taxes 
on specific consumption, which has already 
been discussed. However, perhaps it was 
a necessary stage in our tributary evolution. 
The secOnd drawback to this reform is that 
its author, as is the case frequently, c0u1d 
not execute it. Without the clarity which 
ample historical perspective could give us, 
in our judgement, it could well be the 
1964 reform which establishes new chan- 
nels for the Spanish fiscal system. But 
even without that historical perspective, it 

is not ambitious, because it may have been 
only the organization of a system according 
to what was possible at that moment, and 
the .center of gravity of this system is still 

the taxation of products, now listed on 
account, and the Ordering of taxes on con- 
sumption is conservative. This is not cited 
as a defect, but is used to prove that the 
reforms which have arisen throughout our 
evolution are only guided by- collection 
requirements, to satisfy political needs or, 
simply, to calm down the ever preSent 
petition for a tributary reform. It is 

thrown in the country’s face as the answer 
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to a sector of the collectivity or its re- 

presentative sectors to make it: think or be- 
‘lieve that this reform will change 01: im- 
prove all kinds of structures. The per- 
manent and proposed, planned and or- 

ganized tributary reform of the future, as 
we think it ought to be in the present, in 
the light of all the work being done in 
the economic and social spheres, does not 
exist; 

MOTIVES DEFINING PERMANENT 
TRIBUTARY REFORM 

The present fiscal system'is clearly a result 
of undisputable causes, appropriate within 
each historical period, and which ‘are the 
same as those which influence any other 
state activity. So all tributary reform musf 
take these into consideration and adapt to 
their inconsistencies. In order to do this it 

needs methods of successive approximation 
and obligatory connection with the Whole 
of the sectors or elements which touch or 
are integrated in it. 
The causes which we find in- a general 
overview, could be classified as those 
which are fbreign or external to the fis'Cal 
system, and those internal or inherent in it. 
Among the first group is clearly the 
economic motivation or requirement and 
the sociopolitical context-“Which acts -as a 
channel or~ 'motive, "necessitating these 
changes or reforms. Among the ‘second 
group are the realities of.the Administrat- 
ion, which must enable the reform to be 
well executed, and perhaps, the importance 
of the psychological factor which the re- 

forms carry or should carry within them 
ought to be pointed out. All these budgets 
presuppose the idea of change, of trans- 

formation, but the coordination: among 
them requires that this transformation be 
evolutionary.

' 
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Let us think for a moment about the evo- 
lution of any fiscal system, whereby accord- 
ing to Cohn and Helzern, three stages may 
be distinguished which depend on the pro- 
cess of economic development. Thus such 
evolution may be founded on investment, 
on consumption or on the desire to reach 
a certain standard of living above the 
vital minimum, and we can see that, in 
spite of the difference in motivation of 
the three phases indicated, all of them are 
related, and it is through a permanent evo- 
lutionary action that these become fiscal 
systems so different from each other when 
examined individually, as are those based 
on taxation of products and consumption, 
on progressive taxes on income, or on the 
improvement of the system and its use as a 
means of intervening in the economy. 
With the exception of the drawbacks 
which excessiVe generalization must neces- 
sarily include, the dynamics of the reform 
,of the fiscal system imp-1y consciousness 
of the economic evolution, of the require- 
ments of this evolution in the field of the 
fiscal system and a knowledge of the eco- 
nomic mechanism, and such an evolution 
is slow, and above all continuous, in a 
structural sense. 

._ 

If we examine the' sociopolitical-context, 
we come to the same conclusion. The 
greater the political stability of a country, 
the more difficult it is .to conceive a drastic 
and instant tributary reform, which is only 
possible in the temporary opportunity pro- 
vided by’ a substantial or revolutionary po- 
litical change. It: should not be forgotten 
that demagoguery is always present in the 
fiscal syrstem, and that this is attenuated or 
mitigated when .the continuity *of polical 
concepts make it contradictory to its own 
essence. On the other hand, it is the lack 
of political stability, although not revo- 
lutionary, which necessitates a.coalition of 
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individual interests representative of op- 
posing political tendencies which normally 
degenerate into a paralysis of the fiscal 
system, Now, it is necessary_ to point out 
that paralysis is also produced in the hy-‘ 
pothetical political stability which is not 
oxygenated with preoccupations of the pie- 
sent or with planning for the future. But 
in all these bases, the sociopolitical con- 
text obliges, on one hand an activity to 
satisfy it, while it‘s» Own» effectiveness also 
rEquireS‘ it to keep acting permanently, in 
the operation of the objectives which this 
context must decide and politically indi- 
cate. Compareéd to \the aseptic or neutral 
reality of economic necessity, the factor we 
are ‘now examining has the fundamental 
role of establishing directives and setting 
the pace according to the potential which 
the other motives permit. 
'The other cause may not be disputed 
either, since nobod‘y'forgets the importance 
that the tributary Administration has when 
the suécess of the tributary reform hangs 
in the balance. They are in agreement with 
emphasizing the tfanscendence which the 
remodeling and imprOvement of the fi- 

nancial administration has and,‘ fufther, 
personally, we consider this to bé of top 
priority and a condition of any reform. 
The most that can be admitted is pOSsib'le 
simultaneity if it is previously planned- and 
Carried” out decisively within a temporary 
plan common to or Synchronized with the 
tributary reform, 'but the real' Structural 
changes cannot be achieved simply by 
ordering them, whatever the legal rank of 
these orders. A permanent ahd‘ continuous 
1abor=musf exist, the predccupation must 
be present at all times and in every action. 
This administrative reform must not be 
one of organization, but one which orga- 
nizes. This is not just a play on words. 
This is a motive which requires ideas cc‘m- 
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tainihg Within them an internal germ or 
‘ithpulsi‘ie ,a'ttitude, sufficient to improve, 
maintain- and advance the organization 
achieved or- planned in Tan automatic and 
inevitable manner. And this can only be 
done Ethrough co'ritinuity. 
Finally, the pSychological motivation, the 
consequenCe of the demands of economic 
development and social, progress, oblige 
the consideration of the individual contri- 
butor, and although he doubtlessly seems 
to form part \of- a collectivity, a correct ’pre- 
sentation, from the ’psychological point of 
view, Would influence or alter the hostile 
or reserved behavior of the contributors, 
gaining their acceptance of the reform, 
which is aligned with fllé‘ preoccupations 
of growth, obligingthem to act by per: 
s'uasionf When the fight against fiscal 

fraud constitutes One _of the determining 
factorS'Iever- presentlin fiscal concepts, the 
procedure for their-execution, along with 
all thermeasures whictould derive from 
it, also requires a perseverance which is 

planned into the- future, not as a moment 
in time, but as a cycle. For example, a 
change in the fiscal conscience concerning 
thev‘subject of evasion can only be achieved 
by a, daily, labor whose: -resu1ts will: only b¢ 
felt after a, long, time, and even the ac- 

celeration' of this change of conscience 
using the technological means which cyber- 
netics put at our disposition, can only be 
efifiective in 'a permanent manner if the 
contributor; conscious or not, is convinced, 
mat-independently of his declaration, the 
administration knows the data necessary to 
put; itjinto effect. 

THE TECHNIQUE OF THE PERMANENT 
TRIBUTARY- REFORM 

The role of. time in financial activity has 
notfbeen, the object of grouped systematic 
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studies; Only in' those studies conducted on 
financial budgets and plans is the time 
factor emphasized, forgetting that specific 
consideration in this field could have pro- 
digious results, It is Possible that perma- 
nent rhythm and dynamics are not an ade- 
quate atmosphere for endowing- a cycle of 
permanent tributary reform with a suit- 

able structure capable .of achieving suCcess 
and acceptance. Once more it should be 
affirmed that, with this, the rhythm and 
logical,- obligatory ‘d‘ynamiCS -of economip 
and' social planning are, not intended to 
be lessened or slowed. We limit ourselves 
to- emphasizing that a tributary reform 
does 'not begin, nor did it begin, on a 
particular day, but must have-.21 Past and 
be assured of a lapse of time in the future. 
But what we wish to emphasize at this 

time is how the time factor can be technic- 
ally employed to transform that permanent 
reform into’ reality. If we think about it, 

we» find previous (reports which formed.a 
preparatory phase. indicating-the way the 
tributary reform considered necessary 
would have to be undertaken. 
In, a' Spanish study cementing on Carter’s 
reporttj‘a veiy substantial, and suggestive 
presentation of the tactics and strategy of 
a radical' fiscal reform that‘ the authbr 
ev‘en calls a “fiscal revolution” is put forth. 
In it, the characteristic most emphasized 
ifl Carterfs 'teport, is ‘the at least apparent 
slowness 'of- its preparation, 

I 

“The Canadian 
Privy Council agrees to the appointment 
of the Commission in 1962,- and the report 
is presented in 1966”. He emphasizes, and 
we are in agreement with him, that “t'ech- 
nically, the'mddifications .in a taxation 5)": 

stem can‘ only be acceptéd in ,a long; calm 
and public foundation of arguments. It is, 

Becoming-Imére and more necessary to pro- 
gram :1 slow and deliberate evolution for .a 
fiscal-system with its variations. at 'sche- 
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duled‘ points in time, like temporal land- 
marks which must be reached neither with 
haste nor delay. Technically, a tributary 
reform should be an .-evolution timed to 
the fiscal flow, without ruptures or con- 
cussions, presenting the fiscal theme for 
what it is: the construction of an instru— 
ment of justice in the relationship between 
Sociéty‘ and the State, in which the mem- 
bers 6f the first are integrated, each of 
them being wholly committed to it for a 
more just future. Definitively, the teghni- 
que-of a fiscal reform requires the desire, ' 

scientific, prestige, technical rigor and, 
above all, patience'and hard work”. 
These considerations on the technique of 
the permanent tributary reform are shared 
and'are emphasized, because 'our work, our 
labor, is not to discover unknown horizons, 
but simply to make something latent and 
scattered through the construction of 
authors and legislators stand. out. 
But, in order to prove such a concept 
viable, it is necessary to propose formulae 
establishing logical channels for it. These 
are purely technical formulae which have 
nothing to do with the substantive content 
which they may have and are exhibited 
solely as an example, even' taken from 
foreign concepts as a' future demonstration 
of the existence of.a thought on th'is‘Per- 
manent tributary» reform, -

- 

Firstly, legislative fiscal activity would be 
divided into five year periods. An order 
approved by the legislative body in one of 
these periods Wduld not enter into force 
until the fiVC year period had begun. It 
would permit the logical exceptions 
brought about~ by emergency or public or 
political necessity. This measfire would 
assure, therefore, the stability of the le- 
gislation during a period of five years, 
and would permit réflection on the ade- 
quacy of the fiscal system in contrast .to 
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the technical degeneration to which we 
referred before. This measure could be 
Clearly included Within techniques for obr 
taining the permanent tributary reform. 
Secondly, partial operation of the reform 
to a calendar Previously established would 
be submitted dating the various measures 
which the permanent tributary refogm 
established, or- the coordination of aspects 
considered necessary. This would prolong 
the establishment of a reform; and if you 
like, assure, Within the calendar, its en- 
forcement, apart from legal formulae 
which could impede What could possibly 
be’ca-lled a defect, as it should not .be 
fOrgotten that a suspension signifies a re- 
jection of -the measures projected by the 
social body, ‘but the failure of these is pre- 
ferable to, the danger of an active refusal 
or .a passive dismissal which could Convert 
it into dead letter. ’ 

Thirdly, to avoid the possibility of the 
permanent tributary reform being called 
too slow and of having as its fundamental 
preoccupation structural changes when 
What' is needed is a belligerent fiscal po- 
licy, it is supported by. the doctrine that 
along 'with so called tributary planning, 
Which means the study of alternative me- 
thods to obtain the increases in collected 
takes and the anticipated decision on which 
of them are more acceptable, the authori- 
ties in charge would have to maintain a 
series of coficrete plans in order to obtain; 
in moments of crisis, immediate increases 
in collected taxes, or influence the condi- 
tions of 'the moment. Faced ‘with the 
variability of international prices or the 
changes in monetary exchange rates in 
periods of inflation .or recession, for 
example, the Administration must have 
completely foreseen-all these contingencies, 
formulating plans studied with the time 
and with the means to insure their succ'ess. 
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ExPerienc'e shows that all these situations 
are attacked With improvised fiscal measures 
that cannot take advantage as they shOuld 
of all the tributary potential of the country. 
Fourthly, the master lines and directives 

of the tributary system designed must be 
clearly established for the legislative body 
along with the options possible and their 
advantages and disadvantages, so' that it 

WOuId be the collectivity which, under- 
standing the causes perfectly elected and 
decided, safeguards their iogical domain. 
It should be evident from what has been 
said up to this point that permanent tri- 

butary reform is a mission pertaining pro- 
perly to the Ministry of the Treasury, in 
the sense that it is this organism which 
should conceive it, organize it and place 
it into effect. We emphasize this fact so it 
will be completely clear that if the nerve 
center of all these measures is to be the 
tributary Administration, the concurrence 
and help of all those other organisms not 
connected with the Administration will be 
necessary, uniting and coordinating intel- 

lectual rigor or commbn sense with politic- 
al ideology, etc. -This task of coordi- 
nation and cristalization‘ would also proper- 
ly belong to the Administration, as it 

would be- thus served, as has been said, 

by intellectual integrity and technical 
honesty. 

SPANISH- ACTION IN THIS RESPECT 
Finally, we will indicate some of the 
measures taken recently by the Spanish 
Ministry of the Treasury. 

PREOCCUPATION WITH THE TRIBUTARY 
ADMINISTRATION 

N ew structural organization. For fairly 

logical causes and imperatives which I will 
not relate, the organization of the Spanish 
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fiscal Administration was originally con- 
ceived as a vertical structure composed of 
each individual tax. The Decree of 11 
March, 1971, changes this traditional 
orientation to a horizontal one based on 
‘the various activities which coincide and 
are reiterated in the various taxes. In this 
first phase, the reform is articulated in the 
managerial and inspection functions. This, 
with realism and logic, considers the si- 

tuation in the Spanish Tributary Admini- 
stration, which is based on the existence 
of a special, reduced and. select corps, 

initially conceived for tributary inspection, 
but which, because of its preparation and 
suitability, and because of the pure horror 
of a vacuum,. filled and fills other functions 
Which truly influence the activity of the 
Spanish Ministry of the Treasury. The 
objectives of its administrative reform are 
to clarify the functions which, although 
different, appeared obscured, because they 
were carried out by the‘ same organism, 
and even by the same clerk, but this is 

done with realistic and effective criteria 

which admit the possibility that these 
functions be executed by the special corps, 
but avoiding their repetition. Now, a re- 
form with such-pretensions is not achieved 
by a single order and therefore, after this 
date, the Ministry of the Treasury publish- 
ed various development orders, and with 
constant vigilance permanently pushed this 
reorganization, the key to the success of 
the- projected tributary- reform, since its 

objectives, as the organizing order says, 

will not be achieved Without efficient 

structuring of our Public Treasury,- since 
any program of income and expenses re- 

quires a financial administration adequate 
to convert it into reality. 

Data Proceuz'ng Center. (D.P.C.) In order 
to make the managerial function more 
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efficient, data prOces'sing equipment now 
forms a part of the General Tax Authority, 
even though its purpose is not exclusively 
tributary, says the Decree. This year, there 
has been a total reorganization of material, 
personnel and objectives to establish a 
framework for the future reform. This 

.implies the improvement of work techni- 
ques, especially through the use of data‘ 
processing equipment. A Decree of April 
21 1972 organizes the Subauthority of Auto- 
mated Equipment as a bureau of the Ge- 
neral Tax Authority, thereby establishing 
an integrated system of fiscal information 
which makes optimum use of the possibili- 
ties offergd by the high grade of develop- 
ment of electronic equipment and techni- 
ques and permitting the consolidation of 
data and the availability of information 
under adequate circumstances of time and 
place, thus achieving with the automation 
of the activities of the Public Treasury bet- 
ter quality and maximum utilization of the 
information which, at the same time,’ 
would support decisions in the fiscal po- 
licy. This subauthOrity 9f Automated 
Equipment is extraordinarily magnified by - 

integrating into it technical, daté exploita- 
tion, application, and standardization of 
processes and studies divisions. Each of 
these sections’ very, identification .is ex- 
pressive of-Irthe ambitious concept of this 
organizatiOn, an indispensable support of a 
tributary reform.

‘ 

Final Support of Inve:tme'nt.~ In order to 
encourage the process of expansion in the 
Spanish‘ economy, it was decided to st‘i- 

mulate private inveétment, anticipéting a 
response suitable to increase the product- 
ive capacity. This measure can be identified 
with the emergency plans referred to in 
the Hescription of the technical formul- 
ation of a permaiggnt tributary reform. 
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ACcording to .a Law‘passed on December 1, 
1971, a deduction is to be made from 
amounts collected for corporate profit of 
up to 7% for inVestments effectively made. 
The development of this Law has been 
generous, and has- greatly influenced the 
success of reactivation measures. Just to give 
an indication of. this success, the invest- 
ment brought about by these profits has 
been 2,400 million dollars, or a fiscal 
credit of 168 million dollars. But this 
specific measure, as we have said, is truly 
an emergency plan, and has had Special 
treatment throughout this year by the Spa- 
nish Ministry of the Treasury. Two 
hundred and four consultations have been 
resolved for corporations entering this 
plan and, it is further intended to take ad- 
vantage of it for an economic study Whose 
objectives will be the following: 
1. Calculate the investment in fixed- ca- 
pital by branch, sector and economic activi- 
ty, and by province. 
2. Calculate the sale of investment assets 
by branch, sector and economic activity. 
3. Calculate the amount of decrease to be» 
conceded from 1972 to 1976, for taxes 
(Corporate Tax or Industrial tax on Profit 
Quotas), by province and by economic 
sectors of .the investing corporations. 
4. Make up an input-output table which 
shows the interdependence of the economic 
sectors affected by the decrease in tax. 
5. Calculate the possible multiplier effect 
on income. 
6. Compare the decrease in public income 
in the next five years as a consequence of 
the tax, decrease with the possible increase 
in income and therefore, in the collection 
of taxes which affect that income. 
7. Calculate the imports produced as a 
result of the decrease in tax by receptive 
sector. 
These steps taken by the Spanish Ministry 
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of the Treasury, in conclusion of this 
contribution, show that our concept of a 
permanent tributary reform can be and is 
in fact a reality. I have tried to offer you 
the objectives of and decisions taken by 
our Ministry ‘to parallel the fiscal systems . 

of other Countries in the western world, 
Where, by necessity and- choice, it is being 
integrated. 
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~steuergesetzes hat~ diese Neuauflage 

Neuerscheinung 
Flick - Wassermeyer - Becker 
Kommeniar zum 
AuBensteuergesetz 
Unter Beteiligung der Handelskammer 
Deutsch‘land-Schweiz. 
Losebla’ctausgabe; Lieferung 1: 432 Sei- 
ten Lexikonformat, in Sammenleinband 
84,—- DM; So’nderpreis fiir Mitglieder 
der Handelskammer Deutschland- 
Schweiz 64,—‘ DM. 
ISBN 3 504 26000 9 
Die Autoren sind als Spezialisten des 
internationalep Steuerrechts bekannt.- 
Sie erléutern das auch dem Fachmann 
nicht leicht versténdliphe Gesetz ganz 
aus der Sicht der WirtSchaftspraxis. 
Praktische Ubersichten und zahlreiche 
Beispiele erleich’cern den Zugang in die 
komplizierte Materie. Die Lieferung 1 

des groB angelegten Erléuterungswer- 
kes renth'élt die §§ 1 -8. Der Kommentar 
wird im Laufe des Jahres 1973 abge- 
schlossenr. 

Jetzt in 3. Auflage: 
Bellstedt 
Die Besteuerung 
international verflochtener 
Gesellschaflen 
526 Seiten, gbd. 85,-— DM 
ISBN 3 50425701 6 
Durch die Einarbeitung des AuBen- 

eine besondere Aktualitéit erhalten. 
AuBerdem wurden die geénderten Fas- 
sungen verschiedener Doppelbesteue— 
rungsabkommen sdwie die neueste 
Rechtsprechung des BFH zum deut- 
schen AuBensteuerrecht eingearbeitet. 
Das Standardwerk fijr ein schwieriges 
Rechtsgebiet! 

AuBensteuerreformgesetz 
International T‘ransaCtion 
Tax Reform Act 
Deutsch-englische Textausgabe, einge- 
leitet, und fibersetzt vo'n BA Dr. 
Christoph Bellsted’c, Fachanwalt fiir 
Steuerre'cht. 88 Selten, 1972, brosch. 
17,—— DM ‘ 

ISBN 3 504 26001 7 

Veriag Dr. Otto Schmidt KG: 
Kifln - Marienburg 
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TAXING POLLUTION 

Pollution affects governments and peoples 
in several ways; the living conditions and 
amenities of the population of industrializ- 
ed Countries may be worsened by the was- 
tes which their industrial activities produce. 
Countries which depend on the beauty of 
their beaches and countryside for their tou- 
rist industry may suffer, e.g. from oil- 
slicks drifting in frozn outside, and from 
“self-inflicted” damage to amenities from 
people strewing debris on beach and moun- 
tainside. 

Obviously, most state action to reduce pol- 
lution must be of a direct kind, such as the 
making of laws penalising the dumping or 
scattering of rubbish and limiting or a-bo- 
lishing emissions of smoke and other ef- 
fluents. These laws may be enforced by 
officials of Government Departinents and 
by the State’s police force‘.‘ 
Action of a preventive kind may include 
the banning or taxing of imports, e.g. of 
non—returnable containers for soft and 
other beverages likely to be consumed on 
picnics at beauty spots. Norway has pio‘ 
neered the levying of a special tax on. non— 
returnable containers, as potential pollu- 
tion material, while countries recently pro- 
posing to ban their use include Jersey and 
the Seychelles. One tax and tourist haven 
(the Isle of Man) has recently (January 
1972) decided to prohibit the building of 
an oil-refinary at one end of the island to 
avoid the risk of atmospheric and marine 
pollution. Some very small islands and 
enclaves ha‘ve forbidden the use of motor 
cars, .and‘ this type of prohibition, Which 
eliminates pollution from exhaust fumes, 
is now increasingly encountered in central 
shopping areas and areas of historical in— 
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terest in the heart of towns and cities 

where the authorties are alive to the'potentr 
ial gains from such restrictions and are 
sufficiently powerful to introduce them. 
Some countries meet the problem of the 
discardzcble container (any container may, 
of course, be discarded even if it'is theorie- 
tically returnable) by banning the non- 
returnable and arranging for deposit sys- 
tems on the, returnable; Malta, for example, 
has for many years charged deposits on 
milk bottles and, more recently, has en- 
couraged bottlers and distributors to intro- 
duce deposits on bottles containing other 
beverages, vthus' effectively reducing the 
pollution that occurs by the, Scattering of 
such containers. 

SANCTIONS ON POLLUTERS 
Most countries set up standards regarding 
hhe content of emissions and effluents and 
prohibit any falling short of those stand- ' 

dands. The sanctions ‘to- enfdrce such stan- 
dasds normally include monetary penalties 
and Court orders .to desist which may in- 
volve the closing ‘down of the offending 
plant if the order is not carried out; In 
genefal, the levying of a tax on pollution 
such as .the putting out of emissions or 
.effluents which are below the standard de- 
manded by the "clean air” or “clean river” 
laws, is undesirable because it seems- to be 
equivalent to selling (for the amount of 
the tax) a ‘license to pollute’! 
If a business is able to afford 'the cost 
of converting or adapting its plant to bring 
it up to standard it should be compelled 
todo so. If it is unable to afford conver- 
sion costs, it is certain that an additional 
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tax upon the business will not improve 
its financial capabilities and thus its ability 
to meet the cost of conversion. and this ap- 
plies even where the firm has sufficient 
funds but is dragging its feet in meeting 
its obligations. In the latter_ case, however, 
the mere threat of a monetary penalty may 
be enough to cause the delinquent to con- 
fo_rm. 
Where there is genuine hardship for. "a 

firm in ha'ving to find the cost of adapting 
plant and machinery, the best: solution is 

for the g0vernment to set up a scheme bf 
grants .or loans to help meet the cost of 
modification. Th; main function of an 
‘anti-pollfition tax would be to impose a 
monetary penalty, adjustedaccor'ding ‘to the 
quantity of pollution so that a firm, in a 
case Where-it was cheaper to carry on bus- 
iness without bothering about controlling 
pollution, could obtain an unfair advantage. 
by delaying corrective endeavours compar— 
ed With nival firms. 

T‘AX IN TRANSITIONAL PERIOD 

Where it is, Physically impossible for -all 
firms to convert at once to non-pollution 
standards and conversion has been statuto- 
rily scheduled over a period of years, a tax 
or le'vy may again be appropriate on 'a 
temporary basis during ‘the périod of tran- 
sition, so as to equate financially the posi- 
tion of the converted and unconverted. 
It is worthy of note in Passing that in the 
US. a proposal was recently made by the 
President (8th February 1972) for an anti- 
pollution tax on sulphur dioxide emissions, 
with effect from 1976, (thus giving ‘rea- 
sonable notice to the industries concerned) 
the tax fobe charged at 20 cents per pound 
on the sulphur content in oil, coal and 
other such raw materials. - 
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“POLLUTION” BY MINING AND 
OTHER OPERATIONS 

The word “pollution” is nowadays defined 
very Widely so as to Cover almost any hu- 
man activity which would adversely affect ‘ 

the environment. For example, the felling 
of virgin forests Without any provision for 
.regeneration of new trees or other vegeta- 
tion to bind the soil, and Without proper 
care to make access roads with due regard 
to contours in hilly land, might cause Pol- 
lution. This type of unheeding exploitation 
has led in some countries to a, wholesale 
erosion of prefiously-wooded territory with 
the result that the top soil has been sWept 
away to choke waterways with silt and. 
mud, mining the natural drainage of the 
land and leading to further damage by 
flood. 

I 

‘

, 

Mining of minerals other than oil {nay be 
of three kinds, alluvial, open-cast and lode. 
In the first case proper attention has to be 
paid to water control for the purpose of 
running the mine itself, which consists of 
“washing” the mineral loose from the other 
material, using the fact that the respective 
densities are different. In addition, how- 
ever, it is necessary to have settlement areas 
surrounded by-bunds or dams where the 
non-mineral matter suspended in the Water 
from which the mineral has been extracted 
may be allowed to settle out as sediment 
so thatAar clear effluent can be discharged 
into riv'ers or canals, thus avoiding Pollu- 
tion downstream, 
In opeh-cast mines, if care is not taken to 
arrange .‘tO stack ‘the top soil separately 
from the other material excavated, the land 
from which the mineral is extracted may 
become a desert after mineral operations 
have ceased, i.e., if the excavations are 
merely abandoned or if the- extracted non- 
mineral matter is merely pushed indiscri- 

Bulletin Vol. XXVII; May/mai no. 5, 1973'



minately back into the hole with the top 
soil lost underneath and worthless, easily- 
.leached, material on top. In the case of 
lode mines, the main problem arises from 
the need to stack up the useless material 
extracted from the shafts during the life 
of the mine. When the mine wdrking has 
completely finished, which may not occur 
until several decades have passed, it may 
be possible to put some of the material 
back underground in the old workings. In 
thé meantime —— which may be a very long 
time — the main aim nowadays is to 
“landscape” .the. spoil heaps and perhaps 
plant them with grass or trees, paying due 
regard torwater drainage problems. 
A recent example. of co-operation between 
miners and governments was given by the 
china clay industry in Devon; England. It 
has been agreed that in fuhire- the hills of 
White china clay waste are to be beautified. 
The slopes will be made gentler and the 
hills will be terraced, covered with grass 
and Planted with trees and shrubs. In ad- 
dition, *long-‘term plans have been made for 
the creation of an artificial lake of more 
than a thousand acres in extent which will 
be created by the end of the period of 
china clay extraction over a period of some 
50 years at the expgnse of the mining 
concern. .

‘ 

While at the exploratory stage the derrick-s 
and equipment involved in searching for 
oil are necessarily above ground, once the‘ 
wells have been established it is fairly 
common now’ for the pumps and other 
plant to be placed below ground, the su— 
perstructures being removed When explo- 

. ration and drilling have been completed. 
In the case of sand and gravel workings 
which, for the most Part, are extracted 
from deposits lying at ground level, if the 
operations of the extractor are left un- 
trammelled the area concerned may end up 
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as- a series of irregular holes of varying 
depths involving perhaps swamps and dan- 
gerous pools. With some forethought, how- 
ever, it is often possible to arrange matters 
sb that some of the land may be reclaimed 
by dumping or “filling” of refuse by. 10cal 
authorities and subsequently re-used, while 
other areas may be suitable for making 
some form of inland lake or waterway ca; 
pable of use by sailing boats and pleasure 
craft. 

Even quarries, which are often regarded as 
matting a landscape; may be planned in 
such a way that they fit in with the con- 
tours of the area in‘ which fihe valuable 
stone or other material is situated, with 
suitable filling operations done in areas 
Where there would otherwise-be dangerous 
or useless holes in the'groun-d. 
In all the above cases, a result not inimical 
to the preservation of an attractive environ- 
ment may often be attained by due atten- 
tion, before any mineral or forestry opera- 
tion is commenced, to the drafting of suit- 
able terms in mineral leases. It may be 
desirable 'to seek deposits or bonds from 
the operators as‘ well as to insert clauses 
in the agreements establishing suitable mo- 
netary or other penalties to ensure that the 
work of restoring the land goes hand in 
hand with the exploitation of the natural 
wealth. 
Agreements, particularly for all kinds of 
mineral workings, are now commonly made 
on a comprehensive basis to include de- 
tailed requirements regarding the Physical 
operation of exploration and exploitation 
as well as incorporating provisions regard- 
mg, royalty and tax Liability. 
The problem of oil pollution has been spot- 
lighted by such dramatic events as the 
wreck of the Torrey Canyon and the oil 
leaks off Santa Barbara on the Californian 
coast. There have been proposa1§ by the 
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Pacem in Mari'bus organisation to set up 
an ocean development tax which would be 
payable in respect of various kinds of ex- 
ploitation of hhe sea bed for the extraction 
bf minerals and catching of fish, and [for 
the use of the sea by oceanic shipping 
operators. One of the points of detail is 21 

Proposition that the amount of a country’s 
contribution would vary with the. extent 
of its claim for territorial limits — the 
greater- the claim the higher the amount 
of tax. 
On the subject of oil pollution alone, inter- 
national action has reached a fairly advan- 
Ced stage with the drafting of the 1969 
Civil Liability Convention in Brussels and 
a further Convention in December 1971 
which would provide compensation for 
pollution by persistent oil, to be financed 
by leviés on countries which have oil tan- 
kers. 
The oil industry, however, has mean- 
time set an example to those responsible 
for other types of pollution (e. g. chemicals) 
by setting up voluntary funds financed by 
contributiOns from members to cover com- 
pensation costs arising out of pollution in- 
cidents. The first of these schemes known 
as T.O.V.A.L.O.P. is, more fully, the 
“Tanker Owners’ Voluntary Agreement on 
Liability for Oil Pollution”. This scheme 
provides insurance which a tanker owner 
can obtain by subScri’bing and which will 
cover claims by ‘gOVer‘nments or shipping 
owners up to a maximum of $100. per 
gross' ton or $10111. per incident, Whichever 
is less. A further scheme is known as 
C.R.I.S.T.A.‘L., an abbreviation for the 
,,Contract Regarding an Interim Supple- 
ment to Tanker Liability”. Under this 

scheme a sum of $30111. would be paid out 
if the shipbwner concerned was a member 
of‘ T.O.V.A.L.O.P. and the cargo was 
owned by a member of C.R.I.‘S.T.A.L. 
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T.O.V.A.L.O.P_. and C.R.I.S.T.A.L. are al- 
ready functioning but are likely to terminate 
when the I.M.C.O. (Inter-governmental 
Maritimé Consultative Organisation) Con- 
vention comes fully into force. 
Other initiatives by the oil industry include 
the running of “schools” for oil-drillers by 
the major oil companies. This move is of 
importance because it is during drilling 
operations that an unskilled operator could 
easily cause serious accidental pollution. 
The smaller oil companies often Pay for 
their trainee drillers to attend the courses 
run by the large company. I-t.has been 
suggested by U.N. experts that there should 
be international control such that there 
should be minimum training requirements 
before any drilling operative is allowed to 
commence work- anywhere in the World. 
An institution in the Hague, Holland, 
known as STICHTING CONCAWE (set 
up by most of the major oil companies 
which operate in Western Europe) has as 
its main purpose the making of technical 
and scientific studies on air and water 
pollution and noise problems in Western 
Europe as far as the oil industry is coh- 
cemed.‘ The results of the studies are 
published and made available for public 
us‘e. 

‘ 

.
- 

Several countries have introduced specia‘l 
tak' reliefs to encourage the installation of 
pollution prevention devices. In Canada, 
accelerated depreciation allowances on a 
straight line basis may be claimed at rates 
up to 50% per'annum in respect of ma- 
chinery and equipment used to prevent War 
ter pollution and there are similar pro- 
visons in the U‘.S.A. Japan brings Plant 
and Equipment used for anti-pollution mea- 
sures Within the scope of its special de- 
preciatibn allowances, whereby depreciation 
is granted at higher than normal rates by 
medns of an initial allowance of one-third 

Bulletin Vol. XXVII, May/fnai no. '5, 1973



“N54 ‘.« 

of the cost of new plant or equipméfit. . 

‘

' 

On the other hand, it Is perhaps'nece’ssary_ 
to say a Word about the undesirability of 
allowing extreme environmentalists to pre- 
vent altogether ceptain types of exploitation 
of‘ natura'l’ assets which w‘o‘uld bring wealth 
to the country Without causing any perma- 
flerzt damage; Although, f0: example, Opefi- 
cast \min‘ergliyvqinglsv may be an eyesore 
While, the‘work is, actually taking place, in 
most caSes complete restoration, and Even 
imprbvgimenf pf. :the ‘ehvir‘oninerit, 'c'an' c6013.; 

_:low the conélus‘ion of film nfafién's ~and- 
a temposai'y loss of amenity may be fa price. 
which ié wellrworth Paying for the _total 
benefit received. Another example of a 
case Where the envirOnmenta’l “backlash” 
.sgems to the layman to be overdone is in the 
objections to the laying of a pipeline from

I 

7thé-név‘s} Alaskan ‘bilifie‘lv'ds across tundra ‘ahd' 
largely barren wastes. The conservationist 
argument ’sqems. :tpqigclude the point that 
~thesmoose and‘car-‘ibOu herds might be split 
by the math-south pipeline just as the 
North Amer‘i’canr'guffalg herds Were

‘ 

after 1869' by the easf-West‘ tiarficontinehtal 
railroad, an argument which the wags have 
reduced to the proposition that the mdose 

. might not, unaided, be able to jump oVer 
the Pipés. If this were a serious difficulty 
it could, of coufs'e‘, Bé~0verézomeiuby pro? 
vidihg In wayleave agreements for ‘the 
establishment of crogging places, just as 
r‘iver‘works, which: include dams and W'eirs 
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” 
' 

W1. TJPEPPER 

have to frovidé’s’peci‘al’ access fbf fish to 
the upper. reaches of the riVer during the 
spawning season!) 

“OCEAN DEVELOPMENT TAX” 

A fairly recent develbpment has been {the 
mbéitihg by the ‘P’gc‘em iri Matilb‘us organi- 
sation of an- .ffgcean ‘gle'vclopmeqt tax” 
which, broadly speaking, is, a-cbncept‘fdr 
[a 1% tax_ “oq ocean; Produce anywhere 
in .thc; oceans regardless (if boundafriéslf’ 
The ‘sfib‘j'ect. Ingmar for ,taxatiori woui-‘déifi- 
dude ji'migeréls, inchidiqg. .Qil?:»ext1v'ac.ted 

from the seaubed, fish caught "in the :gea 
and shipping traffic actoss the oceans, and 
the making of a levy on pollution of the 
ocean has also been considered. genegal 
idea; Would be t'hg't the countries with, ‘sea 

‘ Coasts ‘Vi‘r'cidli‘d Lfilex'ly gthe tau;~ trustees: $01: 
the world as 5. Whole dnd"ihat the r’evehfies 
would be avarilgbqor d¢velopment inwge- 
metal as well ‘as' the control of ‘poll‘utjbn. 
AnObhe; project whigh‘ has rgachgd an ad; 
vanced- ;"stage is 1115,; propqéed. by 

i 

(the ‘Int‘eg-‘vemmentgl ‘Méritixln'év Cofisuf- 
ting Organisatiofi) which has desfghed a 
small levy on oil refineries with the object 
of vbui‘I-digg an international pf 
seVeral million dollars Which"wi11 be gv'ail- 
ébl‘e ,té-‘Th'e’lp --cdufitrieéf, swhose .Shqfe‘s hayé 
been pollutéd by oil, to repaif fhe damage 
Where they are not a‘blgto :qtain adequate 
compensation by ordinary}? civil action; 
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BOOKS OF THE [SERIES AFRIKA-STUDIEN 
edit_ed by d}; Ifo Institute of Economic Research (Munich) 

General Economic Studies 

H. Harlander / D. Mezger - 

' 
‘ 

‘ ‘ New 
DEVELOPMENT BANKING IN AFRICA 

‘ 

_

' 

‘392 pp., :68 tables, '3 diagrams. 
' 

African Studies No. 65 
Hardxcover,..DM'68,—t. ' 

, 
ISBN 3' 8039 0051 4- 

Case studies of seven prototypes of Africa]; development fihange institutions: in 
Cameroon, Ghana, Kénya, the Ivory Coast, Tunisia? Uganda, and the multi-national 
African‘Dev'elopment Bank in the Ivory Coast, Hildegard Harlander is member of 
the S¢ientif~ic staff Qf'the Ifo Institute in Munich; qothea 'Mezger is acting as a 
free-lance research associate; 

" '

- 

M, 'Bohn'et / H. Reichelt 
‘ 

' 
' New 

A?BLIED RESEARCH. AND ITS IMPACT ON ECONOMIC DEVELOPMENT: THE EAST‘AFRICAN CASE .

‘ 

224‘ ‘pp.,»4 tables, 1 ,figure.~ ' 

' AfricanSt'udieS‘ No. 70 
Hard cover, DM 44,+. ' 

. ISBN 3 8039 0056 5 

Detailed investigation 'into the applicability and implications of eéonoiniq; soc'ipl'oa 

'gical and scientific‘i'esearch gesults for the development process in the; finite" East 
Afri'Can countries". “ ‘ 

‘ 
" 

* 

‘ 

' 
'

. 

Heide‘ufid Ud’o Ernst Simonis (.Eds;) 
‘ 

‘ 

_ 

‘ New 
SQCIOECONOMIC DEVELOPMENT IN DUAL ECONOMIES. Thg Example 
of, Zambia. 

7 

. . ‘ 
‘

. 

464_ pp;- ‘56 tables. ' 

' 

I 

' African Studies No. 71 
Hard ‘cover; DM 8'6,+—. - ‘ ‘ ISBN 3- 8039' 0057 3 

Different articles on the main aspects of economic and social development'in 
Zambia: \general'economic' vtrend‘s, agricultural problems, trade and integration. 
policies, economic planning, budget and taxation problems, industrialization and 
social change, political orientation. Some of the contributions are in German; 

Write for comprehensive prospectus to: 
Weltforum Verlag - D-8 Miinchen 19 -; Hubertusstrasse 22 
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DEVELOPMENTS IN INTERNAT'IONAL‘TAX LAW‘ 
UNITED KINGDOM 

' 

I 

Proposals for a tax credit system 

This 2': the fourt/d C/ozzpter of the “green Papa” concerning the propane?! tax 
,‘ credit Jyxtem in the United Kingdam! The first two Chapter; appeared“ in the 

February z'mzq a'md' Chapter 3 in the Mam/a imie of the Bulletin. ' ‘ 

Chapter 4 

Some questions raised by the scheme 

73. This chapter considers three important 
issues raised by the tax-credit scheme: 

the treatment of married women’s earn- 
ings; ‘ 

whether the child credits should be pay- 
able wholly to the father with his pay 

’ or whether they should be paid at least 
in part direct to the mother; 
the limitations on the coverage of th 
scheme; ' 

MARRIED WOMEN ’S EARNINGS 
74. The question of the treatment of .mar- 
ried women for tax purposes is of crucial 
importance in relation to the tax-credit 

‘ system. It has been a lively issue of 
debate at least since-I920; It is sufficient 
for the present purpose to say that both 
for tax and social security purposes .a 
lower level of combined allowance has 
been considered appropriate for the mat- 
ried couple than for two ‘single persons. 
The illustrative level of tax credits, namely 

‘ £ 6 for-the married couple and £ 4 for the 
single person, would broadly follow this 
pattern. ' 

75. An exception to this general rule his 
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since 1920 been the tax treatment of the 
married woman at work. In‘ such cases an 
additional allowance —-— the wife’s earned 
income :elief ‘—‘can be claimed. Originally 
this was equal to the difference between 
the married allowance and two» single 
allowances .and it was designed to ensure 
that where both husband and wife were 
working they were no worse off so far as 
the starting point of tax liability 'was con- 
Cemedx than if they were not married. In 
1942 the allowance was increased to the 
,same amount as the single allOwance and 
in. 1948‘ because :of the exigencies of 
PAYE the reduced rate relief was extend- 
ed to the married woman at work. In- 1970, 
the reduced rate Vrelief was in effect 
-“merged” in the personal.allowances.and 
the wife’s earned income relief was similar- 
ly increased in line with the increased 
single allowance: ~ ' 

76. The Royal Commission on the Taxation 
of Profits and Income; in their Second 

1. We acknowledge that the following material 
is British crown copyright, reproduced with the 
permission of’ the Controller bf Her Britannic 
Majesty’s Sta'tionery Office.. ' 
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DEVELOPMENTS IN INTERNATIONAL TAX LAW 

(Interim) Report in 1954 (Cmd 9105) 
said that the wife’s earned income relief 

was based on a mixture of incentive and 
administrative convenience. They felt that 
the differential in favour of the married 
woman at work 'was too big. and they re- 
commended that it should be reduced. In- 
stead the effect of changes in recent years 
has been to tip the balance even ,mofe in 
favour of the married couple Where the 
wife goes out to work. 
77. It can be argued that two people 
should not be treated differently for tax 
purposes because they are married. To a 
degree this argument has been accepted 'in 
the 1971 Finance .Act which allbws a 
married couple to opt to be treated as two 
separate individuals for tax purposes in 
respect of their earned income. 'In_ the 
context of a tax-credit system, this argu- 
ment would point to fixing the marriéd 
Credit at twice the single credit. It would 
follow from this that the wife’s earned 
income relief would disappear: if in effect 
the wife enjoyed the same credit as a 
single woman, 'there would be no_case for 
giving heran additional allowance as well 
if she went out to Work. The real problem, 
however, is that such a change wpuld 
result in a dramatic change in the relative 
position of the married couple where the 
wife was working: as -c0mpared with the 
married couple where the wife was at 

home. The former might not in fact lose; 
indeed, under the illustrative figures used 
in the Green Paper, :1 working couple 
where the Wife «earned enough to use the 
whole of the present Wife’s earned income 
relief would just about break even. But as 
against this the married couple Where the 
Wife was at home 'Would ‘show a large 
relative gain. 
78. Whatever the ‘theor‘etic'al arguments in 
favour of treating the married couple as 
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egual to two single individuals and apart 
from any question of cost, the Govern- 
ment doubt whether such a radical reassess- 
ment of the relative position of. married 
couples where the wife was working as 
compared with married couples Where the 
wife was at home wOuld be acceptable to 

public opinion. Nevertheless there is a 
strong case for sayingjhat the balance has 
been tipped -too much against the married 
couple Where 'the wife is at home. The 
constraints under the present PAYE system 
which have required the wife’s earned in- 
come relief to be fixed at the same figure 
as the single allowance would no longer 
exist under the tax-credit syst‘em. It would 
be possible, therefore, for the amount of 
the allowance to be determined on its 

merits rather than ‘by reference to other 
fictors. 
79. Apart from the limitations imposed by 
a desire not to upset existing relativities 

too drastically there are two arguments in 
favour of the retention of some kigd of 
wife’s earned income relief. First, incen- 
tive: the needs of the economy require the 
continued employment of large numbers of 
married women and the system must be 
such that they feel it is worth their while 
going. to work. Second, the additional ex- 
penses involved: where both husband and 
wife work additional expense is often in» 

curred, tag. on domestic dutieS'otherwise 
undertaken by the wife, and it is fair to 

regard their taxable capacity as being less 
than that of the couple with. the same 
total income which is earned entirely by 
the husband. . 

80. The proposals Put forward in the next 
chapter, for a married credit of £ 6‘ com- 
pared with a single credit of £ 4 with the 
retention of some form of Wife’s earned 
income relief, would enable a reasonable 
balance to be struck. As compared with the 
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present system, the married credit repre— 
sents an improvement for the married 
couple in relation to the single person. 
This improvement wOuId go to the married 
couple both of whom are working as Well 
as to the married couple where the Wife 
is at home. The retention in principle of 
wife’s earned income relief would recognise 
'the two arguments of incentives and ad- 
ditional expenses. There remains the 
question of the amount of the relief. 
81. The more favourable the treatment of 
the working wife, the greater- the “burden 
that must fall on other taxpayers,- including 
marxi'ed couples Where the wife» is unable 
to work because there are young childrefi. 
These tend to be less affluent than married 
couples both of whom are able to work. 
Taking all these factors into account, the 
fairest Course would seem to be to hold the 
wife’s earned income relief at its present 
le'Vel. This would mean that married, 
couples «both of Whom were working 
would enjoy preciSe the same extra bene- 
fit from the scheme —— namely the increased 
value of the married credit in relation to 
the present tax alloWances‘ —- as the married 
couple where the wife was- at home: but 
not a second and additional benefit which 
would come if the Wifé’s earned income. 
relief were increased in line with the 
single crgdit. 

PAYMENT OF CHILD CREDITS TO‘ 
FATHER OR MOTHER 

82. Thequestion whether the child‘c-red’its 
should be paid to the father_ or. to the 

‘ 

mother, 'or whether payment should' be 
split between them Where there is more 
than one child, is one of the more im- 
portant issues raised by- the scheme. This 
involves major considerations, not only .of 
administration, but also of social and 
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economic. policy. The advice of a Select 
Committee on this question would be of 
very great importance. 
83. Although the Government regard the 
issue as entirely open (see paragraph 91) 
is has been assumed so far in this Green 
Paper, for illustrative purposes, that the 
recipient of tax credits wouldwbe t‘hg father. 
This is only because, so far as the tax 
structure is. concerned,- the child credit 
would replace child tax allowances and 

“because this is the simp'IESt' form of the 
scheme to describe.,. It. has also been 
assumed that ‘in any event there would 
have to be special arrangements to safe- 
guard the position of the parent who, 
though not in the ordinary way entitled 
to child credits, effectively had care ’of the 
Children. These special arrangements 
would have to take account of other at- 
rangements for maintenance, which are: 
currently undEI review as Part of the task 
of the Finer Committee on one-Parent fa- 
milies and which will require detailed 

- Consideration. 
84. In de ordinary case in which the 
children are living with both the parents 
there are in fact three broad methods of 
payment. ‘ 

85. Payment. 1050113; to fat/yer. There are 
four main arguments in favour of paying 
the child credits to- the father. First, this 
would be in line with his national insur- 
ance and supplementary benefit entitle-r 

ment, which is paid to him and which 
includes sums in respect of his wife and- 
children. Second, under the present system 
the fathef in fact receives the major‘part 
of the benefits and allowances combined. 
For the one-Child family the whole of the 
entitlement goes to the father; fog: the 
two~child family he receives up to three- 
'quarters of the total benefit; only in the 
really large family does he get less than 
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halfjthe total benefit. Thirdly, ‘to pay any 
credits gther than with the main source of 
family income would be administratively 
costly. Payment to- the mother would mean 
retaining: similar arrangements to those 
used for paying family allowances and for 
encashing them at the post office; this in 
turn would mean forgoing administrative 
savings, Finally, whereas, as explained in 
Chapter 6, an increase in- the value -of 

credits could be put into effeCt within a 
few weeks if payment were made through 
employers, it would not. be Possible to 
adjust so quickly the millions of instru- 
ments' of Payment which had been» issued 
to wives. .

‘ 

86. Split between fat/19f and mother; In- 

stead of paying all credits to the father it 
would be possible to pay the first credit 

to the father and second and subsequent 
credits‘ ‘to the mother“ This would most 
nearly repgoduce the structure of the Pre- 
sent system. It would mean a substantial 
improvement in, the, mother’s position, as? 

she would receive credits of £72 for each 
child (beyond the" first) 'instead of the 
present family afllowancepf 90 p for the 
second child and; £ 1' each for the third 

and subsequent children. The effect of - 

this arrangement would be that the valué 
of the tax-allowance for the ‘seCond and 
subsequent children .would be transferred 
from the father to the mother; ‘ 

8.7. A Possible alternative split' between 
f'athe: and mother would be the payment 
of the credits for the first two children to 
the father .and the rest to the mother: for 
larger families this Would more Closely 

reproduce the, present diviéi'on of benefits 
and allowances. Thus in the‘ ihreeéchild 
family, for 'example, the mother would 
get £ 2 'comparedwith‘ the. pre‘sent family 
allowance of £1.90. ‘ - 

88.» Then? are. two main arguments in 
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favour of maintaining some payment to 

mothers. First, there is astrong feeling on 
social grounds that the payment of family 
allpwances direct to the mother; who is 
generally in" charge of the family house: 
keeping, is a valuable arrangement, the 
benefitiof which should not be lost in the‘ 
new system. Secondly, it would help parti- 
cularly in those cases whére the wife al- 

ready has difficulty in, obtaining an ade- 
quate 'hOuseke'eping allowancé from ,her 
husband. Even though her existing family 
allOwances are far from sufficigent by them- 
selves to enable her to manage, their dis- 

appearance would make he: more depen- 
dent on her husband 7 and would-in- 
Cre‘ase her difficulties if he-Was unwilling. 
to make better Provision for her and the 
children out of his increased take-home 
pay. Women in this situation, even if we'— 
latively few in number, would be signifi- 
cantly helped by a system of Payment 
which brought child credits, like family 
allowances, directly to them} 
89. Payment w/oolly to mot/oer. Payment 
of all .‘the child credits to the mother would 
be administratively the most expensive, be- 
cause it would invol've arrangements £61: all 
child czedits to be encashable' at the-post 
office. Under the'existingi family allowance 
system, no such arrangements are necessary . 

in respect of the one-child family because 
there is £10 entitlement to family allowance. 
Of much greater importance than these 
administrative consequences is the fact that 
the father of every family with two or 
more children would find that his take- 

home- pay was reduced below its present 
lei/€11 On .the- other hand, the social argw 
ments set out in -the preceding paragraph 
would be recognised even more fully than 
if the credits Were split between father and 
mother. - 

- - 

90: The table on the next page Sets out the 
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UNITED KINGDOM 
BENEFITS FROM CHILD TAX ALLOWANCES, FAMILY 

ALLOWANCES AND CHILD CREDITS '* 
1. Under Unified Tax Syxtem Operative from ‘6 April 1973 ‘£ 

, Total Father's tax 
Father Mother for ,fhreshold 

family ‘ (weekly earnings) 

"Number of children: . 

‘ 
. r; 

1 LIB—1531' ‘ o 1.15-153- 
' 

18.75420 
2 1269—2.44‘+ 0290‘ 25923.34 20.54—23.04

‘ 

3 2.20—3.32+ r 1.90 4.10—5.22 22.34—26.09 
4 

_ I _ 
_2.71—4.2o+ .2.9o 5.6;410 23.93—28.93 

'2’. Urider Tax-Crédit‘swem ‘ ' 

.‘£“ 

- Total: F ather’s tax 
Father Mother 7 for ‘ threshold 

‘ family .(weekly earnings)
‘ 

(a) All c/qild credit: to fat/yer ' 

Number-of phildren: - 

1 2 0 ‘ 2 26:67 | 

2 4 0 4 33.33 
3‘ '6 ‘o '6 40:00 
4 8 ‘o 8, 46.67 

(-17) FirJt child credit lo 
fdlber, felt to mother 

Number‘of children:
I 

1; 2 o 2 '2‘6167‘ 

2 2 ‘ 2 ‘ 4 26.57, 
5 2 4 ‘ 6 2667 
4 2 6 8 26.67 

(c) Firs; two-‘c/Jild credit: ta 
‘ 

.3 
' 

faibér, reJt to motbgr‘
I 

Number of chiidreti: '

- 

1 
' 

2 o 
I 2 ‘ 26.67: 

2 4 0 :4 33.33 
5 

. 
4 2 6 33.33 H

, 4 ' 

_4 
- 4 '8 3333 

(d) All tbild cr'edit: to 
:pzatbei' 

Number of children: 
1 

_ 
o. z 2 

A 
20 

2 0 4 4 ' 20 
3. o 6 6 2‘0 

4 '0'; .'8'. ‘8 20‘ 

21“ Assumiflgthitfhéfather fistliébl‘e to 't-ax on his earnihgs at the Bas‘iér‘mie‘ 10f lfie‘r cent-J ' l
> 

'I' The- tax allowance to the father varies with the age of the child and take; account of tax on the 
family all'oWance and the- f‘clawb'ac 
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distributioh between father and mother of 
the total benefit represented the ‘ta‘x 
child allowance and the family allowance; 
in CompagiSon with the; possible-methods 
for the ;tax;ctedit scheme, The table: also, 

shows. the‘ef'fects of the‘various proposals 
on .the father’s tax position. 
91. Although, for geasons already Explain- 
ed, the description of; the séheme in this 
Green. Paper, has assumed for illustrative 
purposesfliat child Vcrédits‘ would be re- 

ceived by the father in all 'caSVes, the 
Government regard this 'issue‘as entirely 
open.'lThe choice of the‘method of pay: 
ment will" be made in the“ light of public 
discussiph ’ancl' findings of A Select A 
Committee. 

LIMITAmNs ON'COVERAGE '

_ 

92. Ongzthée. basis of the coverage Outlined 
in paragraphs 13 to 24 the tax-credit 
scheme would apply to nine out "of every 
ten people in the country. The new arrange- 
ments are not inténded, however, to ex- 
tend to spieople (other than pe‘nsionexs) 
who are‘fight outside the field of employ- 
ment or whose earnings are regularly be- 
low the" qualifying leVgl ai: which the new 
system; will ofiérété. Tax credits: have not 
béen designed with the intention of gua- 
ranteeing in every case that a family with 
no further help from the State would have 
enough'fo live on. To achieve that Wduld 
put the _é_0_§t of a practical scheme jar 
beyondwhét is supportable; It: would. re- 
quire a very substantial increase in_ taxation 
to finance it. In any case, for those in 
greatest neéd help must be related to the 
particulazf circumstances of each individual 
family, itsjneeds and its resources, and .the 
system must be capable of responding 
quickly and‘ _effé.ctively to chafigifig require- 
meqtg. Help of‘thg's kind cdfigot be_giVen 

' 

satisfactorily on a universal basis. If, there- 

2.00 

'fore, the'fami‘ly breadwinner is neither 
eli‘gible £61“ a‘ natibnal insprance benefit or 

" qqcupéti'onal pension nor‘able'to comménd‘” 
fegularne'arnings 6f at leaét” a'. minimum 
amount —— which it is suggested might be 
:8 8 a week in current terms — it would 
be no solution- to meet only ‘part of the 
familyfs needs through the tax-crédi't 'sy- 

stem, when 'help can be more satisfactorily 
provided. through the machinery for pay 
mentOf 'supplqmgntary benefit:

7 

'93. Différént considerations apply in: the 
case of' the self-employed. The essence ‘of‘ 
the tax-credit system is that the individual 
shoula Bé able to set his tax credits week 
by .week against the income tax payable 
on his earnings or his-- pension? with only 
'the balance of‘ his credits being" given as 
‘an addition I'to his pay.‘ A person who 
derives: his income from—,self-employment, 
bu the othe£ hand, is not taxed currently 
but pays income tax on 'his profits in half 
yearly instalments some considerable time 
after the profits have ariseg. 'Credifs‘ could 
not be set regularly aghifist a v'veekly tax 
liability and to pay them_in full nonethe- 
less Wo‘uld simply result in an increase in 
the ta}? that he would be called upon to 
pay Whén his profits evenfilally-géme to 
be asSessed. Far from simplifying _the pre- 
sent arrangements, this would ,be a .further 
'complication and would add‘ to thé work 
of the Inland Revenue “in assessing and 
collectihg tax from people Engaged in 
business., This, would be an unwelcome 
'result and Would be contrary. to Lthe aim 
of simplification» which the new system 
seeks to secure. 

" J 
' 

7 7 

94. However; since the'flvalue of. {he- in- 

come tax- personal allowances, for those 
putside the tax—credit system would be 
made to corréspbndlwith‘flie yalue of: thé‘ 
tax-credits? both" the :self-cmployed. and 
people outside ,the; employment field WOu'ld 
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share in the reductions in personal taxation 
that could be expected to accompany the 
introduction of the scheme. For those who 
had dependent children and Whose incomes 
were below the tax threshold, theGovem- 
ment’s intention would be that a system 
of afamily support on the flags of the 
present family income supplement scheme 
should be available on (gt-scale" comparable 
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to ‘the benefits provided under the tax- 
credit 'system. 
95. Assuming ‘the' tax-credit system receives 
general approval, it would be the Govern- 

'- ment”; intention to keep under review the 
categories excluded from it, in the hope 
that ways might be- found, eventually of 
associating so_me,of them more closely with 
the new arrangements. 
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FRANCE- 
Loi No'. 72 .- 1147 du 23 décembre 1972 

>« C ollectz'f budge'ttzire» 

La Loide" Finances Rectificative du 23, dé- 
cémbre‘1‘972 introduit des modifications 
importantes de la législaltion ‘fiscale en vi- 
gueur. Ces modifications, contenues. dans 
les articles 2 et 6. de la Loi de Finances 
Rectificative pour I972, portent successive. 
ment' sur le régime fiscal d‘es Soc'iétés Ci- 
viles de moyens, et sur le régime des im- 
plantations 'd’entreprises frangaises 2‘1 l’étran- 

gex. 

I —- LE REGIME DES IMPLANTATIONS 
D’ENTREPRISES FRANCAISES .A 
L’ETRANGER 

Les modifications apportées par l’article 6 
de la Loi de Finances Rectificative pour 
1972, portent a la fois sur la nature et le 
caractére des provisions que les entreprises 
frangaises investissant 2‘1 l’étranger peuvent 
constituer pour déduire de leurs résulta-ts 

imposables en France, ainsi que les procé- 
"dures 2‘1 suivre pour bénéficier de ces dis- 

posrtions. 

1) tzzre e13 mmctére tie: provision! 
. dédzzctz'ble: 

(2'1) Nature: 
Le régime actuel, contenu dans Particle 39 
Oéfies du C.G.I. prévoit que les dépenses 
et les charges encourues lors de la création 
5.1’étranger par une entreprise frangaise 
d’un éteublissement de 'vente, d’un bureau 
\d’études ou d’information peuvent étre dé— 
duites des bénéfices imposa‘bles en France. 
Concemant les dépenses vis‘ées par l’article 
39 Octies d‘u C.G.I. i1, s’agit pr‘incipalemen-t 
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des-~_dépenses d’é'tudes et de prospection 
et des charges de f‘onctionnement. 
Le nouveau régime établit, quant aux dé- 
ductions permises, une distinction selon 'la 
nature de l’investissement: 
Si l’investissement est commercial, c’est-é- 

dire s’il s’agit de la créat-ion d’un établisse- 
ment de vente, d’un bureau d’études ou 
‘d’un bureau de renseignements, les sommes 
déductibles peuvent étre soit les pertes 
subies '21 lr’occasion de la création de cet 
étalissement ou de ce bureau, soit 1e capital 
investi. 
Si l’investissement est industrial, les som— 
mes‘ déductibles seront 1e capital investi. 

(b) Caracte‘re‘ ties d‘éducz‘iom 
Selon. l’article 39 Octies du C.G.I. Les pro- 
visions ainsi constituées peu‘vent‘ avail: un 
caractére de déduction prbvisoire ou défi- 
nitive. 
La régle générale’ est qu’elles sont provi- 
soires, Ai'nsi'peuvent étre déduites les dé- 
penses et les charges subics au cours_ des 
3 premiéres' années d’exploitation de l’éta- 
blissement ‘ou ldu bureau créé é l’étr'anger. 
Parce que provisoires, elles doivent étre 

rapportées par fraction égales,'aux résul— 

tats des oinq exercices con'sécutifs '21 partir 

du quatriéme exercice suivant celui de la 

:création de l’établissement concerné.. 
Pour étte »définitive, ces déductions doivent 
avoir fait l’objet d’une d‘emand’e auprés du 
Ministére dc l’EconOmie e_t des Finances, 
et avoir eu l’agrément de ce demier- (Pro- 
cédure d’agrément). 
La modification apportéc par lejnouveau 
régime fait que désormais toutes 1c dé- 
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ductions pxéfvues Ont 1m CaractéreflproVi- 
'soire;,

, 

Ainsi', pour un investisseme'nt Commercial, 
les pertcs su’bies‘ au acoursvdes 5 premiéres‘ 
ann’ées d’exploitation‘ .du .bureau ‘ou de 
I‘établissement peuverit" étre déduites. Le 
montant de ‘c‘es pertes peut étre‘ véga’l auic 
Sommes investies au cours I'dévces cinq-pré- 
miéres années. .De- méme, toujours pouf‘un 
investissementcommercial, la toteilité du, 
:capital investi au ‘cours des-j premiéres an- 
nées d’exploitation‘ du bureau ou de l’éta- 
bliss’ement pent 'étre dédu'iteQ 
Si ‘l’investiss’ement est industriel, 1e tiers 
dcs sommes‘investies ejn capital au‘ cours‘ 

- d‘es cinq. Premiéres années de l’exploitation 
pent étr'e déduit. . 

Mais, étant donné 71a nature" désbrmais 
pgovisoire de— ces rdéductions, ces Sommes 
doivent étre rapporltées par fractions-égales, 
aux béfiéfices impos’ables 'des cinq fixer-1 
Cicc's. consécutifs 2‘1 partir du sixiéme suiVant 
celui .du premier invéstissement. 

2) Pé'médzm :2 mime pour be’néficier ale 

ce: diypoxz'tz'om 
Selon Particle 59 Qcties du -C§G.l., on him 
un agrément du Ministére de I’ECOnomie 
‘et‘des Finances est ‘intervenu qui donné un 
.caracté'r'e ‘déf‘initif aux déductions, ou bien 
autune procédure'd’agrément n’est suivie 
et les :déductions, bien :que permiSes, n’ont 
qu‘un- ca‘ractére provisoire. 
Désormai's, le nouveau régjme ‘étagb‘lit la 
distinction suivante: 
Si: l’investiSsement est commercial, 13 3131:02- 

yision_déductib1e peut étre constituée par 
'les‘ pertessubi‘es etaucune proc'édure d’agfé+ 
meht'n’est requise.- II ,Suffitpour les entre- 
prises intéressées de faire une simple dé; 
claration auprés vdu Ministére: de l’Econo- 
mie et des Finances. ‘Si-la provision déduc- 
tible est "con_s~tituée. par le Capital investi, 
la procédure vd’agrément n’est :pas nécese 
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'sa'ire, mais pour que cette d’éductionl soit 
pérmise, il' faut que ‘Ie pays vets lequel' est 
fait l’invesbissement figure sur ‘une liste 
étéblie par le' Ministére. 
Siw l’investissement est industriel’, une pro- 
cédure d’agrément est a'lors rnécessaire. Pour 
que la déduction‘ du tiers du capital investi 
soi‘t permise i1: faut que le pays 01‘1 est‘con: 
st'itué 12’1'nve'stissement- figure sur une liste, 

établie par le Ministére de l’Economi‘e.et 
des Finances: ‘ ' 

Conclusion; _ 

Le nouveau régime: .prévu par Particle '6 

de, la; Loi de- Finances Rectificative pour 
1972 se sub'st'ituera au régime contenu dans 
l’article 59 Octies. duv C;G.I. acftelleme‘nt 
.e1'1'vigu‘eurj é éompter du l'er' avril' 1’973. 
Toutefois; 1e régime actuel ‘continuera de 
s’app'liquet aux étalblis'sements et bureaux 
créés avant .cette date. 

H —.— LES SOCIETES C-IVI‘LES‘ DE MOYENS 
I. Introduction: ‘

' 

Jusqu’é une péfiode récente la plupart des 
professions libérales ne pouvaientétre exer— 
cées en Exance' qu’z‘a. Atitre ifidividuel. Les 
membres de ces profeésions pouvaient tout 
au plus avoir recouts, pour l’e'xercice de 
leur profession 51 des services communs 
(personnel commun, "mo'yéns mat‘ériels 
communs) cette for-me juridiqu‘ede groupe- 
ment pouvant prendre le cadre juridfque 
d’une so'ci'été riotamment 2‘1 forme coopéra- 
tive; Mais dans ce‘ d'erhier cas’ 1e groupe~ 
meant. était en tout état de cause passible de 
l’impét Sur les Sociétés. 
C’est la raison pour laquelile le législateur 
est intervenu afin' de normalise: le cadre 
juridiquedes mer'nbres, fdes sociétés ‘libé- 

tales dési'rar‘lt exercer 'en grbupe. C’est ainsi 
que la loi- no 66-8797du 29xnovemvbre .1966 
a mis sur pied deux structures juridiq’ues. 
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DEVELOPMENTS IN INTERNATIONAL TAX LAW 

La premiére (art. 1 2‘1 35) concerne les So- 
ciétés civiles professionnelles. On‘peut dé- 
finir ces derniéres comme des entités juri- 
diques jouissant de la- p'ersonnalité morale, 
ayant pour objet l’exercice en commun 
d’une seule profession (celle de leurs 
membres). Mais elles peuvent également, 
sous certaines "conditions, étre constifuées 
avec des personnes exergant d’autres pro- 
fessions lirbé‘ralgs. . 

Les sociétés civiles professionnelles 50t 
constituées entre des personnes phyéiques 
exergant une méme profession libérale sou- 
mise 5. un statut législatif ou' réglementaire 
dont le -titre est protégé. En_ outre et ceci 
est: trés important, une socié‘té civi‘lelprd- 
fessionnelle: ne peut étre créée que pour 
autant qu’é. été publié un régl'ement d'Ad- 
m‘inistratiori publique' pris en, Conseil‘- 
d"Etat, et concernantune profession déter: 
minée. 
A -l’heure“ actuelle les professions pouvant 
étrerexercées sous forme de sociétés civiles 
professionnelles sont les suivantes: — Avocats (Décr. 72-669 rdu 13.7.72, JO 

18.12.72)
' 

— Commissaires aux com-ptes (D. 69-810 
du 12.8.69, JO 29.8.69) 

—— Connnissaires priseurs (D. 69-765 du 
25.7.69, JO 51.7.69) 

—- Conseils' juridiqucs (D. 72-798 du 
'26.].72, JO 30.7272) -

. 

~T- Greffiegs d’es Txiibunaux d'e Commeregz 
- (D; 71-688 du 11.3.71, J0 24.8.71) 

—. Huissiers de~ justice (D. 69-1‘27‘4. du 
31.12.69,. JO 11.1.70) 

‘ — Notaires (D. 67-868 modif‘ié pa: D. 
71-943 'du 26.11.71, JO an 5.12.71): 

11 apparait donc' que- toutes les professions 
libérales ne peuvent se constituer en; socié- 
tés ‘civiles 'professionnelles notamm’ent les 
professions médicales, celles diarchitectes, 

dé géométres etc, d’ofi le r‘ecours 5. 121 so- 

tiété civile de moyens. 

204 

La Société Civile ‘de moyens, dont le statut 
juridique avait été défini par la loi précitée 
no 66-879 clans son article ‘36, pouvait au 
contraire des sociétés civiles Professionnel- 
les, étre libtement constituée entre membres 
de professions libérales. 
'La société de moyens, a en effet pour seul 
objet de faciliter é chacun de ses membres 
liexercice de sa profession sans qu’elle 

puisse en aucur; cas se swbstituer a eux 
clans l’exercice de celle-ci. 
Si le cadre juridique de ces société's avait 
été tracé par le législateur, le statut fiséal 

par contre n’avait pas été réglé par la loi 
du 26 novembre 1968. L’Administr‘ati‘on- 

avait biEn indiqué dans une instruction du 
29- octobre 1971 que leur régirne fiscal 
é'tait 1e régime de droit commun. Mais 
certaines corrections ont dfi étre apportées 
é ce ré‘gime. par le Iégislateur. Elles f'ont 

l’objet dé l’article 2 de la loi de Finances 
rectificative pour 1972. On envisagera do'nc 
successivement les'principes posés pat ces 
différents textes. 

II. Re’gz'me fiscal ole 
socz'éte’: cz'w'Ze: ale moyem 

A. L’z'mtmction dz; 29 octobre 1971 
Conformément aux dispositions de Particle 
2'062 du Code Général dcs Impéts, les 

soci'étés ci'viles 'de moyens sont taxées selon 
la farzne sociale- adoptée et la nature des 
opérat'ipns eff'ecruées.

‘ 

1) Li: Jon'été ext 53 form: civile et a zm 
abjez‘ parement civil 

Les régles a’irnpositions prévues sopt celle's 
concernant les vsqciétés de personnes (article 
.8 C.G.I.).

' 

’Ohaque associé esi personnellement assu- 

jetti a l’impét sur le revenu pour 13. quote- 
part du bénéfice social correspondant '21 ses 
droi'ts dans la ‘société: 
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"-—— .soit au titre de’s revénus fonciers, si la‘ 

société civile est propri’étaire de locgux 
donnés en location, non munis d¢-'ma;— 
téfiel ou de mobilier nécessaires é leur 

_ 
fonctionnemeut. 
soit -au titre des "bénéfices‘ non commer- 
ciaux lor'sque la société es‘t seulément 
propriétaire des locaux qu’elle- sous 
loue. 

’
" 

2) La Saciété est a? forme civile 77242: n’a 
pa; 2m objet puremmt civil 

.C’est ‘le 'c‘as glorsque Ala socie’fé. met a la 
disposition de ses, membres tous les :moyens 
.en immeubles, matériél et personnel, actes~ 
‘_soires é. l’exercice de la profession. 
Dans cette 'hypothése elle est réputée exer- 
cer une activité commerciale et est impo; 
Sable dans tous l‘es- cas £1 l’impét .sur les 
sociétés. 

3) La- société a adopté la forme d‘zme Jo- 
cz'Ez‘e’ coope’mtz'vel - 

En vertu de Particle 2065C.G.I. elle est 
quelque soit son objet passible de l’impét 
sur les 'sociétés. 

4) Re’gz'me day plm MIMI 
Lersquer’un contribuable exergant 2‘1 titre 
.individuel apporte é une‘ société civile de“ 
moyens des biens affecté's 2‘; l’exercice «616 5a 
profession, la plus value constatée é cetté' 

occasion 'est passible de l’impét sur- 16 {re- 

venu au titre des bénéfices nOn. commer- 
c'iaux, selon des modalités' qui~ différent 
suivant que- la cession rest consid'érée comme 
réal‘isée ,en‘ cou‘r-s en en \fin d’exploita’tion. 

B) La Loz' de Finance: Rectificative [mm 
19-72 

Dans :le régime expésé ‘ciudessus -'—= régime‘ 
de d‘roit commun ~—- on a Wu dang les 
paragraphesv 2 et 3 que les sociétés civiles

\ de moyens pouvaient étre imposa‘bles a 
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litimp'ét sur les sociétés.‘ 
Liart‘icle 2 de la Loi de, Finances: Rectifica- 
tive pose en principe dans-soqparagraphe 
1.‘ que les soc‘iété’s de moyens échappent 
én' toute hypo‘fihése 2‘1 l’impét sur ICS‘SOCiétéS 
méme loryqzz’elle: ont adopté l4 farmeflé 
coope’mtz've. 

Enxdéfinitive I’v‘o'bjet de‘ Particle 2 his. de 
raison =d’étte q’e’n ce qui‘ concefne les 
s‘oc’iétés‘ civiles qui mettent 2‘1 121 disposition 
de leurs membres, l’ensemble .des .mo'yens 
maté’nie‘ls‘ et .:de personnel nécessaires,‘z‘1ul’ex- 
erciCe. de leu;~ profession. 
-.Elles entrent Idonc dans 'Ce cas daihs 1e 
champ d’application’des 'bén'éfice‘s indus- 
trie‘ls ct commerciaux. 
Par »voie de, Conséquemfe, la société est 
redeiIable: " ‘ 

~‘de la patents 
de :19. taxé sur la valeu‘r ajOutée,» ‘ w 

des taxes assises sur les salaiges‘FA liex- 
c‘epfio‘n ‘de la taxe sur les salaires (taxe 
d’apprenfiséage, 1% construction 
etc ...... )- - 

Bien entendu, le résultat fiscal, déterminé 
au niveau de la société, est réparti entre ses 
membfes au- prorata de-vleurs ‘droits. 
Les s’ociétés de moyens song soumises aux 
mémejs' obligations et modalités ‘d‘e contréle 
que les sociétés en nom C‘ollectif. 
Cependant, dans son paragraphs H, 1’ article 
6'2 :‘de -la loi de Finances Reéti’ficat-ive intro- 
duit- une dérogation' ‘au régime général 
wd’impo'sit’ion ‘d‘es sociétés de' moyens. TCTesic 
Ce' régime spécial vqui Va étre ’enviSagE ‘ci— 

ap‘rés; =
' 

7L9 Re’gz'me :pécial d’z‘mfiaxitz'on ale: :ocie'téx 
civile! de mayem:

v 

I. ECONOMIES DU REGIME 
11 est caractérisé par le fait que les sociétés 
.de moyens. sont rép’utéesr ne pas "avoir de 
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DEVELOPMENTS IN INTERNATIONAL TAX LAW 

personnalité distihcte de celle de leurs 
,mémbres pour l’application de l’impét sur 
le revenu. C’est =donc un régime de trans- 
pa’rence .fiscale, qui est institué par le nou- 
vea-u régime. Elle est Par ailleurs exonérée 
de la TLV.A. - 

Il s’ensuit les conséquences suivantes: 
l) lasociété reste Pass’ible de la patente 
2') la société reste passible .des taxes assises 

sur‘ les salaires mais ,est eXOnéfée d'e 

'T.V.A.l 
3) aucun' résultat n’est déterminé 2‘1 son 

niveau. En effet ses frais‘ généraux 
doivent étre exactement rembOursés par 
Iés membfes 1 participants. ‘

' 

4) elle ne pe‘ut pratiquer aucun amortiss‘é- 
ment puisqu’en vertu dé 1a transpae 
rence, elle n’est propriétaire ni de lo- 
caux, ni de matér‘iel par elle méme. 
Chaa‘in des assdciés est réputé préprié- 
taire de' la quote-part des ‘biens mis en‘ 
commun correspondant £1 'ses droits. Il 

doit donc procéder Iui—mém'e'é I’amor- 
tissement de la quote-part d’act’if cor- 
respomdfinte. ’ 

I: 

II. CONDiTIONS D’APPLICATION 

Le ppincipe. est que le xégime spécial est 

seulement applicable aux soc‘iétés civiles 

de moyens constituées entre membres d’une 
profession lixbérale dont l’exércice est :6- 

servé aux personnesfhy'siques et pour les- 
quelles aucun réglement d’ad‘minis’tration 

puiblique n’est intervénu. ‘

A 

Ceci se justifie par le fait que l’organisation 
de la profession env société civile profes- 
sionnelle rend moins aigu le probléme Ades 
sociétés de moyens. 
En outre, les conditions suivantes doivent 
étre réalisées: 

1) Il doit y avoir urr nombre maximum de 
participants. Un décret '21 intervenir doi't 

fixer l'e chiffre. Dans le projet‘ gou» 
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"vennEmental le ohiffre de diX'avait été 
retenu. ' 

2) La société ne doit recevoir que le strict 
remboursement de ses dépense's sociales, 
ce qui sous entend que ‘chaque co-par- 
tic-ipant doit verser eXactement a la 
société 1e montant de sa quote-part de 
frais. communs. . 

~ 
'

. 

3) La société doit enfin opter pour le 

régime spécial avant le ler mars 1973 
pour les sociétés existautesct dans les 
15 jours du début des opérations Pour 
les sociétés nouvellementxcréées. 

Cette‘ option ne parajt pas étre irrévocable. — Au ‘cas 01‘1 un r‘églement d’administra- 
tiOn Ipubfique inter‘viendrait permettant 
1a constitution dc soc‘iétés civiles pro- 
fessionnellés an sein d’une professiOn 
déterminée, il est prévu (II‘ 2 de l’arti- 
cl’e 2) que les sociétés de moyens qui’ 

auront opté pour 'Ie régime spécial avant 
l’intervention dudit réglem'ent conser- 
v‘eront 1e bénéfice de ce régime. 

Les modalités d’application de ces mesure’s 
consistent but 

'

- 

—— La souscription d’une décl‘aration spé- 
ciale annuelle comportant 'la répartition 
des résultats. 

—— La' tenue d’une comptavbilité sommaire 
dbs. fra-is exposés, appuyée de toutes les 
justifications jugées utiles. 

III. ENTREE EN VIGUEUR DU REGIME 
SPECIAL 

La date d’entrée en vigueur de ces dis- 

positions n’est pas prévu‘e par'le-- texte 

légal, mais s’agissant d’une Loi de Finan- 
ces R‘ectificat‘ive, il est perm-is de penser 
que les nouvelles dispositions trouveront 
leur application 2‘1 ‘compter du lef janvier 
1973. 
En conclusion, oh peut se vdemander tout 
-d’a1bor'd. si cette construction juri'dique de 
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la, 'société divile d'e mOyens‘était fb'ien ‘ut‘ile 
alors qu’il e‘xiste déjé. un cadre juridiquge 
iglentique, 2‘1 savoir, 1e groupement— d’intérét 
économique, qui ressem‘blé é s’y mépreqdre 
51a §ogiété< de moyens bénéficiant_d’un :é- 
ghne spécial. Pour les soeiétés _d'c§ moyehs 
ne reniplijssant pas les conditiong d’accés au 
.gégime spécial, i1. :16 restait-quié étarter ‘l‘e 

priqcipe de la transparencept ses consé- 
quences, notammenf la déclaratioguhjque 
au :nom de l’assoc-iérmembge et {imposition 
5. la_ I.V.A. .

' 

Quoi qu-‘il en soitr‘il semble .que cette for-
\ _mule soit appelée a. un‘ ceztgin d‘e’veloppé- 
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ment, bien que'l’i'mposition 'des plus Values 
constatées lors de rapport des locafix ou 
d1; .matégiel, [puisse constituer‘ clans certains 
cas une ventravc- é la, constitution de ces 
sociétés. 11;Sembl_6 que le légis‘lateuf .auxait 
pug étendre‘ 51‘ cet effet les dispositions de 
Particle 93-4 du C.G.I. qui prévoit que 
l’imposition de 121 Plus value constatée‘ lors 
de ~I’éxpport par ‘un‘ 'associé é. une société 
civile professionne'lle des éléménfs diacltif 
afifectés 2‘1 l’exercicc dc: sav profession lest 

reportée ,au-. moment 01‘1v sT‘OPéreza la trans- 
mission 911 ‘1: rachat des dfioits séciaux d'e 

cet asgocié'. 
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INTERNATIONAL FISCAL ASSOCIATION 

The Thiel. College of Grgen'ville, Pa, USA, 
confemed‘ flhe Honorary Degree of Dbctor 
of‘ Laws to Dr. Mitchell B. Carroll in No- 
vember 1972. 
The former chairman - of the German 
Branch, Dr. 'h.c. F. Silcher, was awarded 
“d'a_S' Gro'sse Verdienstkreuz des Verdiefist- 
ordens der Bundesrepublik Deutschland” 
in ‘M'arc-h 1973. . 

NATIONAL BRANCHES 

During the {26th IFA, Congress held in 
.Madrid in September 1972 We new na- 
tional branches were officially admitted, 
one in Canada and one in Central America 
(including members from Costa Rica, El 
Salvador, Guatemala, Honduras, Nicara— 
gua), which brings the total number of 
branches up to 24. 

Canada 
Chairman is Mr. Philip F. Vineberg of 
Montreal; Secretary Mr. M. Leduc also 
from Montreal; Treasurer is Mr. R. M. 
Anson—Cartwright of Toronto. The Branch 
has approximately 345 members. In May 
1972, a seminar was organized on the 
changes in the Canadian tax law (Canadian 
Tax Reform Act.) Ten papers were de- 
livered which were Published in a volume 
edited by ‘the Canadian Branch. 
In February 1973, a joint meeting was held 
in New York City by the Canadian and 
American Branches. An all day session at- 
tended by 200 participants analyzed the 
issues involved in the Canada/USA In- 

come Tax Convention being negotiated by 
the two‘ Governments, Primarily from the 
viewpoint of the problems created by the 
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substantial changes recently made in the 
tax regime of Canada. Mr. John M. Henes- 
sy, Assistant Secretary of the Treasury f0: 
International Affairs délivered the lun- 
cheon address; The issues 'studied w'ere: 
1. US parent with a Canadian subsidiary 

which owns a; thi courifry sub-subsidi- 
ary. j 

2. Corpéréte reorganizations (“roflovers”). 
Estates and tfusts and cross-border gifts. 

4. US gitiZens‘ resident in Canada, includ: 
ing executive compensation, US citizen, 
married to Canadian resident and con- 
flicts in respect of current income and 
the departure tax. 

5. The permanent establishment with par- 
ticular emphasis on national resource 
activity. 

The papers delivered may be published by 
the Canadian Branch in one volume; mean- 
while, separate papers will be published in 
forthcoming issues of the Bulletin by the 
Bureau of International Fiscal Documen- 
tation. 

9’ 

Central America 
Chairman is Doctor José Antonio Rivera 
of El Salvador; secretary Lic. Sergio Garcia 
Granados of Guatemala; co-secretary Lic. 
Humberto Pacheco of Costa Rica; Treasur— 
er Lic. Tuncho Granados of Guatemala. 
The new \branch held its first General 
Assembly in February 1972; in February 
1973, the second meeting was held. Na- 
tional reporters were nominated for the 
1974 Congress for the two subjects to be 
discussed. At the 1973 Congress, Don 
Andrés Liano of Guatemala delivered a 
national report.’ 

Belgium 
In‘ December 1972, the Belgian Branch 
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nominated Mr. Edgar Schreuder Honorary 
President; Mr. Ignace Claeys-Bouuaert of 
Ghent was nominated Chairman of the 
Branch to replace Mr. C-h. Cardyn, for a 
period of three years. Mr. Jean van Baste- 
laer of Brussels is Chairman of the Scienti- 
fic Committee. The Branch will be re- 
presented on the General Council of IFA 
by Mr. Ch. Cardyn and Me P. Sibille for 
the period 1973/1974. 

Finland 
In Finland, the secretariat of the national 
branch was taken over from Mr. M. Tu-' 
runen by Messrs. Atte Jarvilehto and Hen- 
rik Lax, also of Kansallis—Osake-Pankki in 
Helsinki. 

USA 
In the USA, Mr. Harold S. Sommers was 
replaced as secretary of the branch by Mr. 
Richard C. Pugh of New York. 

ACTIVITIES NATIONAL BRANCHES 

Frame 
Approximately 100 members attended a 
“Soirée d’Etudes” held in Paris in June 
1972. The fol-lowing subject was discussed: 
“L’évaluation des apports en nature et de 
l’actif net de la société bénéficiaire de 
l’apport, en cas d’apports en nature ordi- 
naires de fusions ou d’Opérations assimi- 
lées”. Three reporters gave their View on 
’the subject: Professor Goré of the Faculty 
of Law and EcOnomic Science of the Uni- 
versity of Paris dealt with the juridical 
aspects; Mr. Puyr'aveau of the “Société Ju—. 
ridique et Fiscale de France” with the fis- 
cal aspects, Whereas the t‘eohnical aspects 
were dealt with by Mr. Reydel, “Président 
Honoraire de l’Ordre des Experts Compt- 
ables”. 
Later in the year, the General Assembly of 
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“ the French Branch discussed the draft n9.- 
tional repofts to be submitted" for the 1973 
IFA Congress; 

Germany 
The General Assembly of the German 
Branch met in November 1972 in'Munich. 
There was an attendance of 62 members. 
In the chair was Dr. Helmut Fabricius who 
took over from Dr. h.c. F. Silcher in the 
course of 1971. 
For those members who did‘nét attend the 
26th CongreSs in Madrid, Mr. R. Charlie: 
and Prof. Dr. Horst Vogel had made a 
feview of the discussions on the two con- 
gress subjects which were made available 
to all members together with the final 
German versions of the resolutions. 
The draft national reports ‘to be submitted 
for the 27th Congress in Lausanne were 
also made available and a very lively dis- 
cussion was devOted to both subjects. Se- 
veral aspects of the subject “Partnerships 
and joint enterprises in international tax 
law" were selected which would be studied 
in detail by a special working session to 
be organised by the German Branch fol- 
lowing the 1973 Congress. 

Israel 
The Israeli Branch organised four meetings; 
5 in 1972 and one in 1975 in' which the 
following subjects were studied: 
1. Taxes, devaluation and the" taxation of 

linkage differences. 
2. Taxation of small and medium-sized 

undertakings and verification of income 
accovding to global criteria (takshi— 
vim). 

.3. Taxation of-company profits. 
4. Extension of book-keeping duties for 

taxation purposes. 
The proceedings were that a lecture was 
held, followed by a panel discussion: 
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IFA,.NEWS. 

Netherland: , 

On December 16th 1972 a General As- 
sembly was organized where the national: 
reports for the 1973 Congress were discuss— 
ed. 

United Kingdom ' 

. .

- 

The British Branch organiZed several mee- 
tings which as‘ a rule commenced ’at '6 
and aided 'at 7.30 pm. In October 19-72, 
the draft national reports for the 11973. 

Congress were diSCuséed; Other topics to 
which éith'er meetings, .tax workshops or 
a seminar were devoted are as follo'vvs: 
November 7th: The. effect of Canada’s 
new tax legislation on UK trade invest? 
meats inn Canada, their Areor‘gariizati'on, and 
the repatriation of their profits; 
NoVerfiber 28th: Corporation tax reform. 
December ‘8th: Anglo/Dutch meeting in 
Amsterdam on V.A.T. 

. December 152th: The D-.'1.S.C. rlégisl'ation 

in lthe USA. ‘——‘.an‘ overview; Speaker: Mr. 
Hammier of Price Wate'rhouse New 

York. ‘

- 

January, 23rd, 1973': Value Added Tax. 
February 7th, 197-3: Tax Workshop; sub- 
ject Taxation of (capital 6h death: a, ‘pds- 

sible inheritance tax in place of estate duty, 
February 27th, 1975: (1) International itax 
Planning; '(2) Capitalization of loans 
capital gains implications.‘ 
March 14th,. 1973: Analyses of a topical 
tax case. V 

‘*
" 

April 6th, 1975: Annual dinner. 
May 4th and 5th, 1973: Anglo-Belgian 
Seminar in London. ‘ 

,

' 

Topics-z ‘ 

_ 

- v. 
‘

- 

1. The relevance to the EEC of the. new 
UK. corporation tax system and: 'the 

' comparison with the' Belgian and. 

Luxembourg company tax systems. . 

2. Problems raised in the provision‘of seri - 

vices .acrfoss firontiers :by the' introduction: 
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' of va’lue-added‘ taxes in the UK, Bel“- 
gium and Luxembourg. '_ 

3. The tax problems of inward and out.- 

ward investment in the three countries“. 
May 15th, 1973: Annual general meeting. 

Switzerland " ' 

On the 3rd November 1972 a General_ 
Assembly was held in :Bern. Topics were 
the introduction of V.A.T. in Switzerland: 
and the national reports to be submitted to 
the 1973 Congress. . . 

The Swiss Branch, will be the‘ host of"the. 
27th Congress to be held in Lausanne from" 
7th—'8th October, 1973. The full‘ Con- 
gress: ‘prOgramm‘e 'will be mailed to all ‘ 

members early May. Secretary of the £011» 
gress organizing committee is 'Me 
Rivier of Lausanne. 

Compoxz'tz'on‘ Swiss Executive Committee 
Chairman: Dr. P. Gmuer, Ziifith 
Secretary: Mr. E. Islet, 'Basle 
Treasurer: Prof. Dr. Kurt-Amonn, Bern-x 

Mamba“: 
Dr., Ch. Constantin, Vev‘ey 
Prof. Dy. E. Hahn, KrOnrbiih-l SG; 
Dr. L. ,Huttenloc’her', Colombier, 
Prof. Dr. E. Kinzig, Bern- 
Me R. Lenz, Geneva. 
Dr. Looher,‘ Bern

_ 

Dr. Oetterli, 139516 
Dr, W. .Rigdleth, ‘St. Gallen 
Dr. Studer, Basle..~ 
Address General Secretariat of the Con- 
gress: 
Rue ‘Pichard 15 . 

1003 Lausanne 
Tel. (o‘21~)‘ 2074 5.1 . 

Telex-z 25148., 
'I v 
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ARGENTINA 
‘ 

ADENMARK ’ 

ANALES DE LA ASOCIACION ARGENTINA DE DERECHO FISCAL, ' ' 

Bienp 1970-1971. Published 'by Asociacién Ar; 
gentina de Derec'ho Fiscal, Florida; 142, Buenos 
Aires, 1972.114 + 435 pp. , 

Annals of the Argenting Association of Fiscal 
Law for 1970-1971, including articles- dealing 
with all aspects of Argsntine taxation. ”

‘ 

Library Inteinatiqnal Bureau of 
FiSC'aI Documentation (10. B 15.274

6 

AUSTRIA 
INYESTITIQNSENTSCHEIDUNGEN 
TREFFEN. I ' 

Theoretische Grundlggen ‘un_d praktischc G_e- 
staltung modemer Investitionsrechpungsverfah- 
ren, by G. Seicht. Published Industrievetlag 
Peter Linde GmbI-I, Dominikanerbastei 10, 1010 
Wien, 1973. 218 pp. ' n

‘ 

Study dealing with the‘ principles governing 
business investment decisicri methods viewed 
from theoretical and] practical points, of view,- 

RICHTIG 

Library‘Intematiqnal Bureau of 
Fiscal‘ Documentation no. B7076 ' '

é 

C‘ENTRAL‘AMEVRI'GA' 
EL DESARROLLO INTEGRADO DE CENTRO. 
AMERICA EN PRESENTE DECADA: BASES Y 
PROPUESTAS PARA EL PERFECCIONAMIENTO 

A 

Y LA VREESTRUCTURACION DEL MERCADE COMUN CENTROAMERICANO. . 

Esfiudio No. 10‘ : .Lfis'Finanz'a's ‘PfibliCas' y, la Iri- 
tegracién (Programa de Armanizacién Tributa- 

, 
riéi). Published by‘ VSIECA, Guatemala, - 1972. 
330 pp. " 

' 
‘

‘ 

' Public financie and Economic integratidn in Cén~ 
tral America. [One ’of the Works pre’p‘afed' by 
the atral' American. Common Market’s Pro- 
gram for Tax Harmonization. 
Library ‘Ivntgmatign‘al Bur‘eag of 

V 

Fiscal Documentation no. B 15.273 
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U.S. BUSINESS OPERATIONS IN DENMARK, 
by M.,L Cohen aqd J. Michaelsen. Tax Manage- 
ment Foreign Income Portfolio ‘No.. 181. Pu- 
blished. by Tax Management Inc, The Bureau 
of National Affairs, Inc, 1231 25th Street, N,W. 
Washington DC. 20037, 1968.. 142 pp. Loose- 
‘leaf: 

'

‘ 

General outline on the legal and tax aspécts 
arising from U.S. business operations in‘Denr 
mark. The text of Denmark and 'U.S. treaties, 
tax forms are appended). The material will be 
updated by pink pages providing additions. and 
chahges. ~ ‘ 

' 
‘ - 

Library- 'igteinatiqhagl Bureau of 
Fisgal‘ Documentation ~no. B‘ 7037 r 

.SKATTELOVB 1972/ 73.- 
Gaéldende indkomst- og’ffqrmueskattjeioyp s’amlét 
0g forsynet med henvisninger, 15th ed., "By V. 
Spang-Thomsen. Published by. A/S- Skattekarto- 
teket Informati'Oilskpntor, Palaegade 4, 1261. 
Kabenhavn K, Denmark, 1973'; 790 13p. 
Compilation of present‘ effective text of laws 
concerning income and net wealth taxation 
provided with annotations. Important official 
announcements, and circulags relating thereto are 
appended. The material is updated as of the end 
of 1972. 
Library International Bureau of 
Fiscal Documentation no. B 7041 
SKATTETABELLER 1973. 
’29th edition, by ‘V. ‘Spang—Thqmspn. Published 
by‘ A/S Skattekartoteteket Informationskontqi', 
Palaégad’é 4, 1261 .benhavn- K, Denmafk, 
1972. 112' pp. 

' 

_ 

»

' 

Detailed tax tables of municipal income tax. 
Also information ‘to determine other Danish 
taxes, such as riét wealth tax, gift tax; death 
dfity, seamen‘s tax, etc.. 

‘ ‘ 

Libmr'y' International'Buteau of 
,Fiscal Documentation no. B 7042‘ 

E E C 
THE 'EEC RULES ‘OF COMPETITION,

. 

by W, Alexander. Kluwer Hal-rap .HandbOOks. 
{Published ‘by KluWer N.V., Polstraalt» 10, De- 
Ventef, 1975‘. 16 + 187 pp. ‘- 
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BOOKS 

Monbgraph 'surveying the framework .0f' ‘the‘ 

European Economic Community law on compe- 
tition with reference to case law. Text of treaty 
provisions, regulations and draft regulations are 
appended. ’ 

V ‘

‘ 

Librar'y International Bureau of‘ - 

Fiscal Documentation no. B 7084 

FRANCE
' 

LA FISCALITE DE L’URBANISME EN DROIT 
.FRANCAISE, ,

, 

by F. Bouyssou.~ Bibliothéque'de science finan- 
_ciére, tome X.,Published by Librairie Générale 
lde Droit et de Juri5pr_udence 20, rue Soufflot, 
.Paris 59, 1972: v4 .—|— 415»pp. -

I 

This 'work deals with the taxation of -income 
and capital gains derived from building con- 
structions in urban areas under.F_rench tangle- 
gislation. 

Library International Bureau
_ 

Fiscal Doghm’entatién no. 7077‘ ' 

edited by F. Jullien. Published by Services Lamy, 
155 bis, ‘rue legendre, 75017 Parié, 1973. 8 4}— 

'1'o42 -pp. 

‘S_uj:ve'y of» labor legislation and social security 
-law.' ‘ 

’ 
' ‘ 4 ' 

LAMY SOCIAL 1975: - 

. 

’ ' — 

Ilibrgry Internatié'nal Bfiréau of 
Fiscal Documentation not‘ B 7027 r 

GERMANY 
BESTEUERUNG :UND F :INVESTITIONSFINANZIE- 
RUNG.. .

' 

Eine An’alys‘e be_i geplanten Realinvestitionen. vog 
Kapitalgesellschdften, by D. W. Schneeloch. Be- 
triebswirtschaftliche Stu‘dien, 313. Published :by 
-Erich'SchmidtrVe,rlag, Herforde: .Strasse 10, 48 
Bielefeld, 1912. .16 + 248 pp. 
Study designed to provide methods for finan- 
cing investments in which: all taxation aspects 
are reckoned withcl '.

' 

Library International Bureau of 
Fiscal Documentation 110. B 70§1 
BUSINESS OPERATIONS IN WESI:.GERMANYE. 
by 1. Killipsgnd :E. C. Stigfel..Tax Managemept 
foreign Incolmerl’ortfolios, No.- 174 - 2nd. Pub- 
lished by Tax Managgment Inc., Bureau of Na- 

'2I2 

'tionaI- Afféirs, Inc., 123I'25th Street,-N_w,-»Wa. 
shington D.C. 20057, 1971. 212 pp. Loose-leaf. 
General outline of West Germany’s system of 
income taxation, net worth tax, trade tax, value 
added tax, other transactiori taxes and‘ inherit- 

ance tax. Legal aspects of business operations 
and' Summaries of the effect 'of tax treaties cori- 

cluded by Germany on dividénd, interest land 

royalties are dealt with. Texts of important 
'German‘tax treaties, ‘various tax return forms 
are appended. The material in this ‘Work 'will 

.be updated by additiopdl pink pages. 
l‘Libraty International Bureau of 
Fiscal Documentation no. B 7039 
DIE BESTEUERUNG’ INTERNATIONAL VER- 
FLOCHTENER GESELLSCHAFTEN. 
5. Auflage, by G. Bellstedt‘. Published by Ver- 
lag Dr. Otto Schmidt KG, Ulmenallee 96/98, 
Kéln-Marienburg, 1973. 44 + 482 pp. 
Compl_ete, revised and qxtended third edition _of 
‘a monograph dealing with the taxation of inter- 
national affiliated tenterpri'sesg- with geferepces 
to German case law and double taxation‘treziti‘es. 
"The material is updated as of October 15, 1972. 
‘Library International Bureau of

- 

«Fiscal Documentation no. B 7060 
STEUERBE'RATER JAHRBUCH. 1972/73, 
.edited‘Iby 'G.-Thoma, O. H. Zachafiias and.U. 
Niemann. Published by ‘Verlag Dr‘ Qtto Schmidt 
KG, ‘Ulmenallee 96-98, ‘Kéln-Marie'nburg, 1973. 
552 pp. . . . . 

Annual tax consultants yearbook 1972/73- con- 
taining texts of contributions by various speakers 
at the twenty-fourth congress convened by the 
German tax consultants durihg November 1972 
at Cologne. Topics deal with the tax reform 
and the law against tax avoidance. ‘ " 

.

' 

Library International Bureau of 
Fiscal _Documentation not, .B .7059 

I T A L Y _ 

U.s. BUSINESS OPERATIONS INJTALY, 
'by R. D. Mackepzie and_ P, G. Pisano. Tax 
Management Foreign Income Portfolio No. 84— 

2nd. Published by Tax Management Inc, Bu- 
zeau of National Affairs; 1119, 1231 25th Street 
N.W. Washington D.C. 20037, 1971. .126 pp. 
Loose-leafz . 

. 

_ > 

-
V 

Outline of tax system and business zoperation..in 
Italy with emphasis on US. business engage- 
ments. Text of U.S..-Ita1y tax tregiy and survey 
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of other taxation agreements Concluded are 
appended. The material will 'be updated by pink 
pages providing additions and: changes. 
Librazy International Bureau of 
Fiscal Documentation no. B "[038 

LATIN AMERICA 
NABALAL‘C, . 

Nomenclature Aduanciga. para ‘a Associagio La: 
tine-Americana de Libre Come'rcio. Published by 
Asociacién Latinoamericangde Libre Cbmer'cio; 
Montevideo, I968. 436 pp. Loose-leaf. ‘ 

Poxtugueseelanguage 
‘ 
standard customs. nqmgncla; 

ture for LAETA'.‘ 
I

' 

Librfiry InternatiOnal Bureau of 
Fiscfal Documentation no. B15250 
VI JQRNADAS LATINOAMERICANAS DB DERE- CHO TRIBUTARIO, ' ' ' ' 

Punta del Este - 1970. Published By Institute 
Latinoamericano de Derecho Tributario, Um? 
guay, 1970. 7‘47 pp. _‘ W 
Sixth convention of the Latin American Asso- 
ciation of Tax Law, dealing with the Elfin 
American model tax code and‘ double taXation 
treaties betv‘veén‘ economically developing" afid‘ 
developed countries. ' » ‘ 

Library International Bureau of 
Fiscal Documentation no. B 15.228 

PARAGUAY " 

NUEVO REGIMEN LEGAL DEE ‘IM'PUEST-O'A-LA 
- RENTA. ‘ 

Textos Coméntados, By C.: A. Mersati..-Publi5hed 
by. Mam,- Asuncién; 1.971.- 77 PP» . 

Commented fiext‘of thé new Paragfiayan ,ingome 
tax law: 

' 

- - -
. 

Library Internatiénal Bureau of 
Fiscal Documentation no. B 15.239 

SOUTH AFRICA 
THE OLD MUTUAL ‘INCQME TAX GUIDE 1972/23, 

‘ edited by A. S. Silke. Published “by. Buéi’ness 
Seminars Promotions ( Pty) -1Ltd.;" P.O:.“Bo:'(54 1 57-; 

‘_ Cape Town, South Africa, 1972. 126 pp}. r 
‘- 

~ Quick antic-easy reference guide to fillust‘rate the. 
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~ 

workings "of income tax; undistributed‘ profits, 
donations tax and estate duty. The law is}. stated 
as of October 1}, 1972. 
'Library Interna't-ional Bureau of 
Fiscal Documentation 110.. B 10.321‘ 

U.,N.I.TED KINGDOM a 

SIMQN’S TAX CASES 1973. h 
_

- 

Simon’s Weekly Tax Servicé. Published tby..”§3utv' 
terw‘Orth 8: (30. Publishers Ltd., 88 Kingsyvay, 
Lofidon~WC2B 6A3, i973. ‘ 

= 

'

I 

Loose-leaf service to provide a permanent retard 
of. tax case :epOrts in the following U.K.' taxes? 
incomc tax,*'cbrporation~-fdx, capital gains? ‘tax, 
estate d'uty, stamp dufiy' and vélu‘e‘ a'd‘déd-‘tax: 

Issued irrggulatly‘ as judgments become avail- 
able.

‘ 

Library International Bureau of 
Fiscal Documentation no. B 6999 
S‘IMON’SEAX ,INIELLIGENCE 1.9715 . 

.v 

Simon’s Weekly Tax Service}. Published: :b'y .B.u,t‘- 

terworth 8; Co.,Pub1ishers, 88 Kingsway, Lon} 
don WCZB 6AB, 1973. 
Weekly loos’¢-'1_ea_f service,tp_ report-all dcyelop-r 
'ments't -i‘n tax law. shnd’ practicgu u - 

Library Internatidnal Bureau of 
FiScal Documentation no. B 7000 _ 

“TAXATION” KEY TO CORPCMTION‘TAX, 
by P.- P; Hughes: and T-.-L. Au. Graham. Finance 
AE: 1972’ edition, 4th ed. v‘ished by 'Eéxatio'n: 
Publishing Company Ltd'., 98- Park Streeg, Lon: 
don VViY’éBR,1972.315 pp.,1. 

‘ ' 

Quick full‘ reference handbookdgéllfhg W-itk; fthe 
limpuggtionv System distgibutiqns _ar,1_d._clos~e,l com- 
‘panies'governed by the Finance A'ét 11972;; 
Libraq Intergational Bureau ‘of 
Fiscal Dog'umentation no. VB‘ 6976‘ 

U.S.A. 
I

" 
KONCERNBESTKATTNING I USA5153, S‘.-Q'.lédin-.' 
Published by P. A. Norstedt 8; Sbners'rférlag, 
Tryckérigatan 2, S-‘105Lr1'2, Stockholm-19:13.10 + 395 pp. 
Thesis investigating the neutrality of income 
taxation of groups of corporations as {Ompared 
tolsingle corporations under the-‘United States 
tax legislation. A summary In English i's éppend; 
ed.

. 

Library Intgrnational Bureau _of 
FiScal Documentation nox'B‘70-72'“ - 
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LOOSEaLEAF SERVICES 

'.Re.lease-s frpgn March 1 ~ Mar'c'h 31 

AUSTRALIA 
AUSTRALIAN CURRENT TAXATION 8c SERVICE 
january‘ release

I 

'But‘t'erw‘orth‘&‘-Co;,.‘8ydney 
: _ 

. ,. 

SAiEs‘ flx‘ EXEM-PTION AND CLASSIFICAT- 
IONS,“ ‘ . 

releasc 6 
Cpmmissioner of Iaxatipn, Canberra, A.C_.,T, 

2690, Auétralia 

BELGIUM 
BELASTING OVER DETOEGEVOEGDE WAARDE, 
rglease 

V V 

‘_ " ' 

C. E'. D. ‘Samsom NZV.; Brussels 

DOORLOPENEE D'QCUMENTATIE INZAKE~ 
B.T.W. / LE DOSSIER' PERMANENT DE 

' T.V.A., r 

relea'ses 42, 43 
Editions, Service, Bgus'sjel§ 

mum DQCUMENTAI‘IE ‘VANDEW'IN’CKELE‘. 
BOEK DER BAREMAfS “ 

Tome ie‘leas'e 18 
Tome VIII, release 118 
Tome XV; releas’e 4" 

' 

_ 

' ‘ 

A 

‘ 

_ _ 

E. K. Vandewinqkele, Bfuggé / E; p. 'S'amsom 
NAZI, .Brusséls 

GUIDE FISCAL PERMANENT. 
release 341 
G. vanden Avyle, Brussels 

IMPOTS‘ PIT-TAXES; . 

release 223‘ 
I

‘ 

C.. E.’ D. .Samsom NLV., BruSsels
. 

BENELUX 
B-ENELUX APUB‘LICATIEBLAD, 
release 1 
Staatsuitgeverij, Deg. Haag 

214 . 

CANADA 
CANADA TAX LETTER». 
relgase 197 ‘ 

Richard de Boo Ltd., Toronto 

QANAD‘IAN CURRENT if," 
‘ releas'es-9-liz. .

- 

Butterworth 8: C9., Toronto 
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ARTI'CLESI' 

§ 7% '_ 

DAOODV H. HAMDANI *: 

FISCAL MEASURES AGAINST INFLATION AND UNEMPLOYMENT IN CANADA; 1973 BUDGET AND’ OTHER DEVELOPMENTS 
At.the end of the third quarter of 1972 
it had become obvious that 'the Govern- 
ment’s forecast of 6 to 6.5 per Cent increase 
‘in the output of goods and services would 
not be realized. At the same time the be- 
haviour of unémplbyment and inflation 
was defying'expeétations. In addition, there 
Was an air of uncertainty, created 'by the 
general election of October 19-72 which 
wiped Out the absolute majority of the 
ruling patty; abOut the proposals made in 
last year’s budget ‘but not yet legislated; 
Urged by the economic situation, the 
Government pgesented‘ its 1973 budget 
earlier than usual, on February 19. 'Prior 
to the budget, however; a number of anti- 
infl'atiOnary steps and employmerit incen- 
tives. had been afinounced or expanded. In, 
December 1972, for example, mIiCh-awaited 
details of the method to calculate manufact— 

' 

wing and processing profits qualifying for 
reduced corporation income tax were 
announced and in Januarypf this yea-r =2; 

committee was established to study food 
prices". This paper is concerned with the 
measures which come into farce in 1973,. 
most of these are contained' in the 1975 
budget but some were announced just be? 
fore it. This leaves the boldest and’ the 
most innovative provision of the 1973 
budget, namely indexing .the personal inm 
come tax 1 which will be enforced in 1974, 
out of discussion. 

- This study is arranged‘ as follc‘wS, Section I 
provides a brief discassion of the inflation- 
unemployment dilemma. It is followed by 
a' review of the attempts made to control 
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inflation in Section. II. Government’s po- 
sition on. prices“ and incomes policy; ‘in- 

creases in pensions and r’eduCt’iOn in import 
duties form the cots of this part. SectiOn 
III: deals with meaSures designed to achieve 
the twin objectives of reducing inflation 
and unemployment; The specific topics 
discussed here are Cuts: impersonal inCOme 
tax and federal "safes tax and their com-‘ 
partive effectiveness. 'SectiOn‘ IV is devo’t- 
éd to a discussion 'of reduction in the 
corporation income tax and- expans‘ionpf' 
job-creating plans —‘ ‘the measures' spe? 
cifica'lly meant to alleviate unemployment; 

I. INFLATiON s— UNEMPLOYMENT 
DILEMMA " 

According to economic theory, Prices and 
Wages ‘rise rapidly wheh the fate of uh- 
employment 'is’ low and‘ increase lwly 
when unemployment is high. The Cane.- 
dian case has‘ not conformed to, this pattern 
and bot-h ih‘flation and unemployment have 
been high. It meafis :that' trade-off between 
unemployment rate and rate“ Qf’inflat'ior; 

* Economist, _Ministry of Treasury,"Economics‘ 
and Intergovernmegtal Affairs; Toronto. This 
paper was: prepared as a matter of.the author’s 
personal interest' and, therefbrei he albne is 
responsible for its céhtents and views. 
In This: measurelis' designed to ensure that the 
government does’ not derive fe‘venue froni‘ :in- 
creases in .p'ersonal incprne which age purely due 
to inflation. For detail, see Budget Speed), Fe- 
bruary 19, 1973', pp. 17-18. 

223'



CANADA: INFLATION AND UNEMPLOYMENT 

has worsened indicating an upward shift 
in the Phillips curve. 2 

In his budget of May 1972 the Minister 
of Finance noted that the rate of unem- 
ployment had been on a downward trend 
since September 1971. He, nevertheless, 
stressed that he was not complacent about 
it and that unemployment remained a 
serious problem and the first priority. But 
the fast increase in labour force did not 
augur well and‘ the reading that unemploy- 
ment was heading downwards did not turn 
out to be accurate; The measures which 
were proposed in thad budget'were not ex- 
pected, not were they designed, to relieve 
unemployment immediately because of 
their long-term nature. 
The rate of unemployment expressed in 
relation to the labour force, which had 
fallgn from 6.9 per cent in September 
1971 to 5.8 per cent in April 1972, began 
to rise steadily and rather rapidly. It c1i~ 

maxed at 6.9 per cent in September 1972 
and after declining in the following two 
months rose again in December to 6.7 per 
cent. Although economy grew at a con- 
siderable pace in 1972 with the exception 
of the third quarter and more jobs were 
created than in the Previous year, this was 
not enough to match the growth in the 
labour force. Consequently, the rate of 
unemployment at 6.3 per‘ cent for the year 
as 9'. whole marked little improvement over 
the 1971 pegformance. 
The national rate conceals the widely di- 

vergent incidence of unemployment among 
regions. The regions experience widely 
varying unemployment rates and when the 
national rate declines it does not necess- 
arily mean that all regions will follow suit. 
Unemployment in Atlantic provinces 
(Newfoundland, Prince Edward' Island, 
New Brunswick and Nova Scotia) is near- 

ly twice as high as in the Prairies (Alberta, 
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Saskatchewan and Manitoba) and one and 
a half times as much as the national 
average. When the national rate declined 
between October and November 1972 it 

worsened in the Atlantic provinces and 
Quebec, showed no improvement in On- 
tario and the Prairie region, and only Bri- 
tish Columbia made gains. 
At the same time, contrary to what one 
would expect in the light of economic 
theory, inflation continued to rise. In 1972 
the consumer Price index went up by 4.7 
per cent. 3 This increase is primarily due 
to food prices. The major increase in food 
prices occurred in July 1972 and continued, 
at a somewhat slower pace, until Septem- 
ber. After some respite in October and 
November the food prices shot up by 1.4 
per cent in December and 2.0 per cent in 
the following January, The signs, of a rise 

2. The Phillips curve, known after its originator, 
A. W. Phillips, depicts the relationship between 
the rate of inflati'on and the rate of unemploy- 
ment. The rate of inflation is measured along 
the vertical axis and the rate of unemployment 
along the horizontal axis. The shape of the 
curve, sloping downward to the right, shows 
that higher unemployment is accompanied by 
slow increase in inflation and 16w unemploy— 
ment by high rate of inflation. If, between two 
periods of time, the curve shifts to the north- 
east of the original one, it means that with a. 

given rate of unemployment the economy is ex- 
periencing a higher rate of inflation than 'before, 
i.e., the trade-off between unemployment and 
inflation has deteriorated. The trade—off becomes 
favourable if the shift is to the southwest, as- 

sociating a given rate of unemployment with 
lower inflati'on than before. 
3. All figures relating to price inflation are, un- 
less otherwise specified, calculated from the 
annual averages. If increase in consumer price 
index is computed from December 1971 to De- 
cember 1972, it comes to 5.1 per cent. It was 
5.7 per cent between January 1972 and January 
1973.

’ 
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in the consumer pxice index were quite 
clear in November when the wholésa'l‘e 
index for vegetable products afid animal 
products continued ‘to climb at a faster rate 
than the general Wholesale price index. 
However, food prices are not Entirely to 
blame” The conSuI'ner price index excluding. 
food rose 5.7 per cent in 1972 compar’éd 
with 3.5, per cent in 1971. Prices maybe 
cxpected to grow Somewhat 'slbwly in 1973 
‘but inflation is likely to be more Widej- ' 

spread as the tempo of the economy, 
. quickens. r

’ 

The outlook fer Canadian prices; especially 
those of food, depends, ‘to a large degree, 
on developments in the United States. The 
prices of feed, for eXamp‘Ie; which gen: 
stitutes nearly two-thirds of the cost of 
producing livestock, are directly tied 'to 

those in the Unitcd States. B’cef prices are 
likely to stay high: in 1973 because ex- 
ports to USA. are expected to rise 'as'a 

result of high PriCe's there and. suspension 
of quota on the import of meat; Hog prices 
may show some moderatié'n in- 1973 be- 
cause of the anticipated large production 
in U,S‘.»A. On the other hand, United 
States is“ going to intensifyits efforts to 
stabilize food prices. In 1972. the farm 
prices rose at a drastically highef rate than 
in the previous year and 'this trend appears 
to be {continuing Early. in 1972, in Chica- 
go, the World’s largest COmmodity ex- 
change, tat was s‘ellingat $1.48 per 
bushel for deliveries in March and in De- 
cember the traders were paying $2.69 Per 
‘bushel. This situation is causing concern 
in the United States and the Secretary of 
Treasury has stated that food prices are 
the major economic problem; 
On the wage front also some hectic and 
hard bargaining is imminent in 1973, as a 
large number Of contracts comes up for 
renegotiation. More than three hundred 
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contracts covering SOme one million Wer- 
kers, 

‘ 

mestly, in public service and‘ manu- 
facturing industries, will be negotiated. 
The labour leaders are already saying, that 
in the year ended September 1972, average; 
increase in- the 'Base rate under all major 
agreements, after discounting fOr price 
increases, was a meagre 1.1 per cent.CThey 
are asserting that new contracts will have 
to consider not only inflation but! also 
higher standard of living and higher ex~ 
pectations. These démands will be buttress- 
ed; by high profits made In 1972‘. 

II. ANTI-INFLATIONARY' STEPS 

The Government has grejected, wage ‘and 
price» controls as neither warranted nor 
workable. It has, instead, employed tax 
policies such as cut in ‘petsOnal. incomé «tax 
and federal: -'sa‘l'es’ tax, discussed in Seet'ion 
III, andl reduction in import duties ‘tO’ con- 
trol inflation. At the same time people 
with fixed incomes are being compénsatcd 
'in‘ the form 0f p'en'sion increases. 

A. Attitude toward; Prices 
and Imamw Policy 

The Government’s Position is that inflatim 
has not reached: the crisis level that WOul‘d 
Call for controls. M‘dreOvér, food prices 
are the most troublesome componerit of 
the consumer price index and they are the 
most cumbersome to comm-01.4 This argu- 
ment derives strength from the experience 
of the; United States Where- farm Prices 
were left uncontrolled partly because of 
the practical diffiCuIties :of. administefing 

4. Note: for an address by Fimm‘ce Mitzigter' 
fa/m Turner go the Second Annual Canadian 
‘Inqtitutiosml Invextorx’ Conference, Toroqto, 
Nbvember 16, 1972! Department of Fifiance Re- 
l'éase No. 72-141, 13.5. 

225



CANADA: INFLATION AND UNEMPLOYMENT 

and enforcing controls and partly because 
of the fear that shortages might result. 
The Secretary of Treasury has conceded 
that the US. has had a very difficult ex- 
perience in the area of food prices and has 
to think, hard about them. At this Stage, 
the US Government, instead of resorting 
to price restrictions, is trying to control 
food supply by such measures as lifting 
import quotas on meat, increasing farm 
land‘under Production, changing grazing 
land regulations and sale of government 
food stocks on open masket. However, few 
will disagree that, in general, wages and 
price controls have kept inflation down in 
the United States. 
It is also maintained that wage and 153cc 
controls are not the most efficient way‘ of 
containing inflation. They have to be 
supported by appropriate fiscal and mone- 
tary policies. 5 This is demonstrated by 
the case of Britain where wage-Price freeze 
wa‘s followed by some tightening of mo- 
netary policies.“ Further, 'since the second 
World War, controls have been imposed 
in Britain four times, in 1948, 1957, 1961~ 
62 and 1967 and way time when controls 
were lifted inflation rose sharply. 
The Minister of Finance has stated that 
although contingency plans have been 
'prepared, xcontrolsare not being contemp- 
lated. 6 

B. Commitiee to Study Food Price: 
A Committee of the House of Commons 
has been appointed to study food prices. 
It will submit an interim report around the 
end» of March. It is pertinent to recall, zit 

this stage, the experience of two earlier 
attempts made to examine the causes and 
sources of inflation; The Croll-Basford 
Committee, a joint Commitfee of the Se- 
hate and the House of Commons on food 
pfices, concluded in 1966 that price com- 
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trols were not only unworkable and un- 
realistic ‘but also the federal government 
did not have the constitutional Power to 
enter that field. After studying price in- 
creases introduced by four major food pro- 
cessing firms in Canada, the Prices and 
Incomes Commission of 1969 stated that 
these companies took a cut in their profits 
and passed only 79 per cent of the in-~ 

creases in cost to consumers. 
The rising, food prices were attributed to 
labour costs — wages, salaries and fringe 
benefits — and packaging costs. Lest the 
readers should get any misleading impres- 
sion, it must be noted that the Prices and 
Incomes Commission did recommend ,con- 
trols. 7

_ 

There appears to be a general agreement 
that increases in grocery prices are largely 
due to processing costs, and the magnitude 
of this increase depends upon the degree 
of processing involved. In this respect, 
much useful information will be forth- 
coming from a practice adopted [by the 
Government of Manitoba whereby prices 

5. ibid, p. 6. 
6. ibid’, p. 6. 
7. One of the background studies prepared for 
the Commission rejected direct controls: "How- 
ever, since the price system does appear to serve 
an allocative function, in all probability it pro- 
duces a much more efficient allocation of re- 
sources than would be ppssible under any rigid 
system of direct controls . . . no voluntary policy 
or short-term system of- direct controls can pos- 
sibly be successful: without proper demand 
management, .with all he problems of timing 
and forecasting that it entails. Indeed, the 
primary weapons for the control of inflation in 
Canada are, and should be, policies for the 
management of aggregate demand.” B. D. Scarfe, 
Price Determination, and #22 Prawn of In- 
flation in Calmdrz, a study prepared for the 
Prices and Incomes Commission, (Ottawa: In- 
formation ‘Canada, 1972) pp. 59, 55. 
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paid to farmers and prices paid by con- 
sumers in supermarkets will be regularly ‘ 

released. 
The establishment of the Commons Com- 
mittee to study food prices may, by itself, 
have some effect on inflation. The Com- 
mittee might also help, the consumer by just 
focusing on the fact that grocery bills can 
be kept down by purchasing food in less 
fancy containers, etc; 

Apropos the issue of whether or Hot the 
federal government has the constitutional 
power to impose wage and price controls, 
legal studies indicate that no problems 
would arise if the Government decided to 
adopt such a policy. 8 However, there 'are 
some areas Pertaining to controls Where the 
provincial governments are' so closely in- 
volved that their cé-operatiOn would be 
essential. For example, if wage controls 
were universally applied, they would affect 
provincial governments’ collective bar- 
gaining With employees in. public servic_e. 
In the area of price COntrols, there are the 
Provincial marketing boards for farm 
produce who will find themselves in a 
position where they have to follow the 
guidelines set by the federal government. 

C. Tariffs 
Althougfi tariff cuts' may not strictly :fall 

within the scope of this" paper which is 

concerned with fiscal measures, it will not 
be out of place to comment briefly on them 
because they have been introduced in the 
1973 budget as an énti'einflationary de- 
vice. The choice of commodities and the 
size of tariff reductions quite clearly indi< 
care that the primary aim is to reduce food 
prices. The average cut in import duties 
works out to be 5 percentage points. 9 This 
meas'ure comes into effect'immediately and 
expires after one year, . 

The price effect of this provision should 
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show up not only in a drop in the prices 
of imported commodities but also .the do- 
mestically ' produced import-competing 
goods. Its effectiveness would be eroded 
by the recent appreciation of the currencies 
of some of Canada’s trading partners. For 
example, in the wake of 10 per cent de- 
valuation of the US. dollar, the Canadian 
dollar has declined by an equal amount 
whereas the Japanese yen has appreciated 
by 17 per cent. However, 60 per cent of 
the imports affected by tariff reductions 
escape the effect _of currency revaluations. 
Inspite of this, it is doubtful whether this 
provision is strong enough to make any 
‘dent in the consumer price index. A-I- 

though imports covered’ by curtailed tariff 
duties (assuming that changes in exchange 
rates do not enter the picture) constitute 
about one half of the total imported con- 
sumer goods, they are only 2 per cent of 
the total consumer spending. 

D. ‘Pemi‘on Imreases 
The persons hit hardest by inflation are 
those whose income is fixed. While their 
income does not increase, 'prices tontinu'e 
to rise, leaving them worse-off every year, 
One such group is that of pensioners. The 
budget ‘makes provision' to compensate 
fixed-income groups by raising ol-d age‘se- 
curity pensions 'and the war veterans’ 
allowance and :the civilian war allowance. 
These increases will benefit 1.9 million 
recipients of pensions. 

8. Dominique Cliff, “Quebec may forget fears, 
accept wage-price curbs”, The Montreal Star, 
reprinted in Toronto Star, February 9, 19:73. 
9. Department of Finance, Supplementary In- 
formation on the Budget, February 19, 1973, 
p. 6. For more detail see Department of Finance, 
Notice: of Way: and M22472: Motions: Budget 
Measurex, February 19, 1973, pp. 35-77. 
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The old age security pension which is 

$ 82.88 per month at present will :be raised 
to $ 100.00 effective April I, 1973. How- 
ever, ‘the effective increase is not equal to 
the difference between. the present amount 
and the Proposed amount because, due ‘to 
the built-in cost-of-living‘ escalation clause 
"introduced in 1972, the pension would 
automatically rise to 31‘; 86.61 in April 1973. 
Thus the proposed monthly increase’comes 
‘to $13.39. Coupled with. the minimum 
guaranteed income supplement, the, mini- 
mum ‘income for a single person above 65‘ 
years of age will now be .73 170 per month 
,and for a married couple 111? 525 Per month. 
This. means ’a total increase, including 
'a'utomatic. Cost-of-living escalation, of $20 
- per person per month. 
The war veterans’ allowances and the ci- 

vilian war allowances have also been raised 
by the :same amount .to $151 Per month 
and $3 257 per month for single persons 
and married couples respectively. The rates 
for persons above 65 years of age will ‘be 
$206 for single persons and, $557 for 
married COuples. 
The inflationary escalation clause was built 
into the old age security .Plan and' the 
guaranteed income supplement in January 
1968- but the increaée was then limited to 
a maximum of 2' pér cent .~per annum, al- 

though the rate of inflation has been’ much 
higher. -It was :only in January '1972 that 
the automatic annual percentage increase was 
fixed at a rate equal to:the‘percentage increase 
in the consumer Price index, whére in- 

.crease is. measured from oné fiscal year to 
the other. Since escalator. clauses (haVe be- 
come a permanent feature of the pension 
plans, it is necessary to conduct research 
into the spending patterns of retired peg- 
sOns. The relative importancepf Various 
items of expehditure is likely to be quite 
different fdr this age group for at least 
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twolreasons. First, income declines sharply 
ét retirement. Consequently, goods and 
services which have high income-elasticity 
will decline in importance. Second, expen- 
diture on some items is related to age; We 
may, therefore, expect to find an increase 
in expenditure on food consumed at hOme 
and medical care and a decrease in spam- 
ding on 'hOme furnishings, apparel, trans- 
portation? and recreation. 

III. MEASURES AGAINST INFLATION
‘ 

AND UNEMPLOYMENT .

‘ 

Two Policy instruments, personal income 
tax and federal sales tax, are discussed in 
this section; .Both of these. instruments 
stimulate consumer demand 3— one by in- 
creasing disposable personal income and 
the other by decreasing prices. Both check 
inflation — one by aiming at wages and 
the other at prices. Both have been used in 
the, budget, although personal income tax 
-is employed to control both inflation and V 

unémploymenf and the federal sales tax is 
,only relied on; “to Check inflation; 131

. 

The burden of personal income tax has 
been reduced by increasing exemptions 
and decreasing tax rates. Effective January 
1, 1973, ('a') the basic personalpxemption 
has been raised from $ 1,500 to: $ 1,600; 
(b) basic federal tax rate is reduced by 5 
per cent subject to a minimum of $ 100 
and maximum. of $ 500; (c) these measures 
have no termination date. 
Federal sales tax which is levied at the rate 
of 12 per cent on manufacturer’s selling ' 

10'. Some work along -'these lines is being done 
,in 'the United .States. See Janet 1.. Norwood, 
“Cost-of-Living. Escalation of Pensions", M0222};- 
ly Labor Review, June 1972, pp. 21-24. 
11. Budget Speech, February 19, 1973, pp. 15, 
11, 15. -

‘ 
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price .or, dutyepaid value of imports has 
been abolished on! fruit drinks, confection- 
eries. and soft drinks, making all. food tax- 
free. It has also been removed from Child, 
men’s clothing and footWear. In last year’s 
budget, goods, produced by the :blind and 
the deaf and dumb were exempted from 
federal 'sales tax. This concession has now 
been extended to goods produced 'by per- 
:sons with. mental ancl phy‘sical’ handicaps in 

' 

institutions. Further2 municipalities will not 
have 'to pay federal sales, tax on Som'eWaste 
disposal-and anti—pollution equipments and 
materials. These changes are effective im- 
mediately, i.e., February 1-9. 
Some of the .antecendents, of tax changes 
ateltraced be‘low. ‘ 

A. Baoymzcy of Revenue: and. Slow 
Growth :72 [oh Opporz‘zmitiej

» 

The Government’s tendency 'to lower :taxes 
had become visible by mid-November 
1972. Until October there was 'Iittl'e Indi- 
‘c'atiori that ~eVen the 3 per cent réduction in 
personal income tax, due to expire at the 
end of 1972, Would be'e‘xtended. In. No- 
vember 1972, in reply to. a question, _'the 
Minister of Finance said, “If the revenues 
and expenditures and the underlying ,eco- 
nomic situation Warrantéd it, I Would cer- 
tainly contemplate it (tax reduction), “but 
we have taken. no firm decision.” 1‘2 
One could,_of course, foresee that both the 
situations were changing. The revenues 
were buoyant and} the economy was slow. 
The real output of goods and ‘services 
declined in the {bird quarter, though this 

i. was largely due to temporary and unCori- 
ttollab’le factors, and the rate of unem- 
ployment averaged 66 per cent -—> the 
highest since the third quarter of 1961-. 
In the May 1972 budget, the Government 
forecast a budgetary aeficit of $450 mil- 
lion. By! the «end of the first half of the 
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fiscal year 1972-73 ‘it‘ appeared that the gap 
between budgetary revenue and budgetary 
’eX'penditum might have been over-estimat- 
ed. The revenue was increasing at the rate 
of- 14.7 per cent as, against 10.7 per cent 
forecast. This buoyancy was primarily due 
to, personal income tax revenue which was 
growing at ,more'than one and a half times 
the anticipated rate» There appeared little 

' doubt that by -the end of the fiscal year 
the actual revenue would well exceedhanti- 
cipations; principally because high inflation 
was. pushing persOnal‘ incomes into higher 
tax rate brackets. 'At :the‘ same time the 
prospects of ‘a richvyield from tax on Capital 
gains 'Were bright lag-cause the stock market 
had been good in 1972. ‘ 

On the nonabudgetary side of transactions, 
it was estimatédvi‘n the 1972 (budget that 
the Government would need 11? 1.55 billion 
‘to meet its obligations. This requirément 
was mere than satisfied by the sale of the 
Canada Savings Bonds which ‘had reached 
$1.74 billion by" the end of NQVember 
1972'. Another amount of $300 million 
had been brought in by the weekly auctibns 
of treasury :bills; The cash position was 
further strengthened when in November 
the. Government drew down its foreign :ex- 
Change reservves by $ 180 million in" an 
attempt to suppert the. external value of 
the Canadian. dollar. This strong financial 
position was also reflected in the fact that 
when, a new bond. issue was-amounted in 
November 1972 to redeem the bonds 
maturing on December 15, 1972,. it was not 
more than $225 million, just equal tol‘the 
amount of loan falling due. 
It was thus evident by the end of No'vem- 
ber 1972, that the Government had more 
than enough finances to satisfy budgetary 

12. cited in Toronto Star, Toronto, December 7, 
1.972. 
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and non-budgetary financial feq‘uirements 
of $1,976 million, including foreign vex- 
change transactions, forecast in May 1972'. 
Indeed, .some critics believed That’ even 
after having taken account of the additional 
funds' allocated to winter works program- 
me the federal treasury was finsh enough 
to afford to give away $1.00 billion. 
EconOmic situation had alsoxchanged. After 
strong growth in the .secbnd quarter of 
1972‘, the economy slowed 'do‘Wn in ,the 
third quarter and the real output dropped 
by one-seventh of “one per cent. This put 
an end to any possibility that the Govern- 

-ment’s expectation of 6.0 to. 6.5 percent 
growth rate 13 would be 'realized. The 
growth rate of 6.5 per cent would material- 
ize only if the Output, seasonally adjusted 
at“ annual" mes; grew by' 18-.1 per cent in 
-the‘ fourth quarter: of 1972 — 'a feat which 
the Canadian =.eConomy has never accomp- 
lished, not even in tlie booming 1960's. 
011 the Contrary, it appeared that consumer 
demand Was past its peak growth rate. The 
“index of Consumer buying intentions was 
a full 10 percentage points loWer in Sep- 
,tember'19‘7’2 efhan its previous high :level 
of March 1972. 14' Economic forecasts 
concurred that the- real growth for 1972 
would be? no mare than 5.5 per cent, 
‘though 5.3 per cent would be a more 
realistic figure. 1'5

‘ 

B. 'Perxomzl Income- .Tax- yam: 
Federal Sale: Tax, 

The effect of a feductiOn in personal in- 
come tax on unemployment is quite 
straightforward but that-on inflation is' not 
so clear. While décrease in personal income 
'tax has no direct stabilizing influence (in 

the price level, it will Contribute to in- 

flation, in the process of creating more 
jébs, through pressure on real aggregate 
demand. However, it can have salutory , 

230 

effect on wages becauseit is believed that 
increaSe in personal income tax? obligationé, 
resulting from changes in, tax law or in- 
rflationv, is an important determinant of 
the size of increases demanded in wage 
rates. But stabilizing tendencies in wage 
demands can be produced only if the re- 
duction in income tax is large enough to have 
a perceptible effect on disposable personal 
income. The behaviour of wage demands 
this year will assume particular signifiéance 
because of the large number of contracts 
coming up for lee-negotiations. This is 're- 

cognized and the Minister of Finance states 
that one of the ~reasons to lower'pers’onal 
income tax is “to 'encourage restraint in 
wage demands”. According to the budget, 
for a person with a wife and two children 
and earning; 3; 5,000 per year, the tax re- 

duction is equivalent of 3.6% wage in- 
crea'se; if his income is $8,000 his saving 
would be ‘tantamount to 2.4% wage inj- 

c‘reaseslfi - 

It appears, however, that these calculations 
are based on the assumpfion that the 3 per 
cent cut 'in income tax, which was in force 
up to the end of 1972, doesnot exist. To 
the taxpayer who, ;_has ,been used t9 the 
tax reductibn,- the new concession. vuld 
mean’ less than is suggested by the cal? 

culations. v 
" 

r 
‘

I 

13. Budget Speed}, May '8, 1972,' p. 22. 
14. Finamial Poxt, Toronto,‘November 11,1972. 
15. After this paper had been committed for 
publication, the Statistics Canada announced ‘ 

fhat the feal growth in gross national product 
was 5.5 per cér‘xt in 1972- and that-the rate for ' 

the third quarter 'of 1972 was not a decrease of 
0.7 'per Cent as stated earlier but an increase of 
0.3 per cent. If the‘growth rate for_ 1972 .is cal- 

culated on the basis of the unrevised figure for 
fhe ghird quarter, 'it comes to 5.3 per cent. ‘ 

i6. BudgefSpeeE/J, February 19, 1973;91). 16: 
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The use of personal income tax as an im 
strument of policy has some unwanted im- 
plications for income redistribution among .4 

persOns as well as prOvinces. These, unin-x 
tended effects emanate'from the fact that 
personal “income tax cut usually takes the, 
form of an actoss-the-board reduction'in 
rates and its benefits, whether resulting 
from lower rates or increased exemptions, 
are not unliVersal in the sense that they 
accrue only to taxpayers. The rate schedule 
of personal income tax is based on the“ 
principle of progression, i.e., people in 
higher income classes pay progressively, 
net proportionately, more tax. When an 
across-theLbo'zird reduction is applied to 
progressive tax rates, it results in progress. 
sively‘more. benefit to people in high in! 
come classesonsequently, income distri- 
bution is distorted and tilted against low 
income classes. The maldis‘tribut’ion is ex- 
acerbated because the advantages of the 
tax cut only accrue to persons who are on 
tax rolls-The parsbns In the lowest income 
classes who pay‘ no tax are Penalized. 
86cond-ly, the benefits of awcut in persOnaI 
income tax are very unevenly. distributed 
among provinces because the extent of the 
benefits depends upon] the scale; of income 
distribution. The provinces with low per 
-cé.pita personal income, in general, have 
high concentration of loWer-income groups 
and thin‘ density of upper income brackets. 
The evidence of this is provided by Table 
I where the shares of non-taxable personal 
income tax returns and taxable returns 
with income above .3, 25,000” in :the total 
returns filed in a province are used as 
measures of "income distribution: in that 
province. The two poorest provinces, New: 
foundland' and Prince Edward Island, have 
twice as many non-taxable returns in re- 
lation to total returns as the two richest 
provinces, Ontario and British Columbia. 
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On the other end of the scale, the same 
two poorest provinces have hardly half as 
man‘y returns with income above $ 25,000 
a'svthe'htwo richest. Thus the regional distri- 
bution. of the benefits of a personal income 
tax reduction takes place according to the 
regional inCome under across-the—boar‘d tax 
decrease or exemption increase. 
To recapitulate, an across-the-boar-d reduet- 
ion in tax rate or increase in‘zexemptions‘;(a) 
leads to a distributionv-ofi ,ijntome’in favour 
bf high income classes and ‘richer‘pr‘ovinces 
and (b) discriminat'es against those who 
are not on tax rolls. The income tax cut 
proposed in the 1973 budget overcomes 
’the undesirable income redistribution effect 
by providing for a floor of, $1.00 and 
rceil‘ing of $ 500 which has the effect-of in- 
creasing the progressiveness of tax’ séhedule. 
Consequently, the higher income groups 
and the richer provinces 'Will' not gain in 
relation. to‘their incomes: Had those limits 
on the amount" of tax cutnot been imposed, 
the introduction. of higher baSic .eXemption 
would have aggravated income ~re’distri- 
butive‘ effect. HoWev'er, this.tax measure 
does not Come to grips with the discrimina- 
tory treatinent of persons not won tax r0113. 
In the taxationyear 13970, the most recent 
year for whieh'.‘statistics is aailablc, 1.5' 

million :tax returns out of -a_ total of 9.2 
million filed were non-faxable. 17 The 
number of' persons not paying incomestax 
will. ‘be' considerably higher in 129734 and 
Subsequent taxation yearSJ‘because- of the 
increase in the amount of personal and 
d‘epefi-dents" exemptions under the tax ge- 
forms implemented in '1972.: 
The effectiveness of federal sales tax in 
reducing unemployment and controlling in- 

17. Department of National. Revenue; Taxation 
'St'dtifliw, 1972 efditz'orz, (Ottawa: Infbi‘m‘atibn 
Cahdaa3 1972), Table ‘I‘. ‘

' 
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TABLE I 

Concentration of Low and High Income Group; in Canadian Province: in 1970 
( Percentage S/éczreJ) 

Non-2545:4515: Return: 
Taxable Return: wit/a 
Income above $ 25,000 

a; ‘percenhzge of total return: 

Newfoundland
V 

26.88 0.45 
Prince Edward Island 28.90 0.39 
Nova Scotia 21.59 0.56 
New Brunswick 24.64 0.41 
Quebec 1 6.44 0.85 
Ontario 14.24 1.06 
Manitoba 1 9.5 6 0.67 
Saskatchewan 26 .1'2 0.41 
Alberta 18.94 0.80 
British Columbia 14.43 0.86 

Source: Calculated from Department of National Revenue, Taxation Statixtz'm, 1972 
edition (Ottawa: Information Canada, 1972), Tables 1 and 8. 

flation has lbeen known theoretically and 
established empirically. Its efficiency in 
terms of income redistribution effect stems 
from its universality arid regressive nature.. 
Unlike personal income tax, a reduction 
in the rate of federal sales tax penalizes 
none, and benefits all income groups be- 
cause ‘of ifs universality and especially low~_ 
income classes because of its regressiveness. 
The direct.effect of federal sales tax on 
inflation is quite obvious. Empirical studies 
have shown that incidence of sales taxl'is 

shifted to the consumer in full in the 
farm of Price increase. It is then'to be 
expected that the consumer will receive 
some, if nof all, of the benefit of tax 
reduction. Its indirect effect, like that of 
the personal income tax, will be to con- 
tribute to inflation because lower tax rate 
will increasé aggregate demand and hence 
put pressure on prices. The net influence 
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on prices will depend upon the relative 
strengths of direct anti-inflationary and 
indirect pro-inflationary forces. But it is 

extremely unlikely that indirect effect will 
outweigh or even balance the direct effect. 
Simulations with economy-wide econome- 
tric models show that federal sales tax is 

superior to‘ personal income tax in achie- 
ving the twin objectives of reducing in- 
flation and unemployment. If both are 
reduced so as to yield the same loss in 
revenue, sales tax creates nearly twice as 

much employment as income tax. 18 But a 
great deal of caution is warranted before 
this result is related to our discussion of 
the relative effectiveness of the two tax 

18. Gregory V. Jump and Thomas A. Wilson, 
“Tax Policy Options for Increasing Employment 
Without Inflation”, Canadian Tax Journal, 
March—April 1972, pp. 150—151. 
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systems. As stated earlier; it is quite ex- 
plicit from the budget that sales tax is 

primarily, if not solely, used tovfchecl; in- 
flation. In order to accomplish this, the 
commodities chosen for exemptions, from 
sales tax as well as excise tax are those 
which Weigh heavily in 'the ‘ consumer 
budget. Hence the purpose is to provide 
,relief to lower income families, mostly 
with, income below 31‘; 7,500 per annum 
Whose spending pattern forms :the basis 
of the consumer price index. As to why 
sales tax is not used to stimulate employ- 
ment, this point must be discussed in the 
\‘broader context of all other Proposals, 
Some :of which are the subject of neXt 
section. Suffice here to say that 1972 and? 
1973 budgets are complementary, as the 
Minister of Finance has noted that, this 
budget “reinforces and' builds upon the 
budget which I'vput before the Heuse last 
May.” 19 

IV. INCENTIVES FOR EMPLOYMENT
I 

The Government expects that the Various 
Stimuli provided to the consumer and 
‘bLisin'ess sectors will help create 300,000, 
new jobs this year, compared with 250,000 
in 1972. In addition to. the proposals in; 
troduced‘ in the 1973‘ budget and discussed: 
in the preceding paragga-phs, there. are two 
other incentives which merit attention; re- 
duction in corporation income tax and ‘win~ 
'ter works programme. The former is a 
longer term measure and the latter a tem— 
porary one. - 

A. Reduction in Carpamtz'on Im‘ome T43; 
Effective January 1, 1973 the corporation 
income tax rate for manufacturing and 
processing operafiOns carried out in Ca— 
nada has been reduced to. 40 per Cent from 
49 Per cent. The rate for small business 
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'fifms 2'0 is. cut‘from 25: per cent to 20 per" 
cent. This measure, along with the pro- 
vision for actelerated depreciation alloWing 
a complete ~writeroff,. in§tWo years, of ma? 
chinery “and equipment including used1 
acquired in arm’s length transaction.) »em- 
ployed‘ in manufacturing and processing- 
industries. which came into effect in May, 
1.972, 21: was announced- in the 1~972'bud,- 
get but neither of them: has been enacted: 
yet. However, the Minister of Finémce has 
repeatedly stated that; the Government is 

committed to legislate thc‘eSe proppsail‘s. 

Two features of the corporation income 
tax cut warrant attention. First, only that 
petition of, income qualifies for reduced 
tax rates which is derived from manufac’t» 
uring and processingopexations. If a many- 
facturing firm alsoengziges in other prof-it 
making activities it will have :to identify 
its manufacturing income., Second; manu- 
facturing inGOme only from Operations. in 
Canada is eligible for tax concessions. Thus 
a multi-national firm, will haves'to calculate 
Canadian manufacturing and pfrOcess‘ing in: 

19. Budget Speak, February 19, 1975, p. 1-. 

20. A small cofporatibn for tax puifposes' a 
Canadian-controlled private corporation and is 
taxed at the rate of 25 per cent ‘9n the first 
$50,000 of net profit and‘ 49 per cent on in- 
come in excess of $ 50,000., Once a small firm 
accumulates taxable income 'in the amount of 
$400;000 it. ceases‘ to enjoy the'benefit of the 
special. IOWer rate. In Contrast, the genéxal‘ cor- 
poration income tax rat; is ZI (per cent on the 
first .$ 35,000 of taxable income and 49 pe; 
cent 0;; profits above that, For, detail,' See 
Honourable E. BenSOn. Summary of 1971 
Tax Reform Legislation (Ottawa: Department 
of Finance, n. d.) pp, 37-59;. 
21. The details of accelerated depreciation are 
given in Department of Finance, Income Tax 
Regulatiom, Release 72-91 (Ottawa, July 28, 
1972‘) pp. 21-5. See also B'IIdgef Spéhb, ‘Fe— 

bruary 19, 1973, pp. 4-5. 
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come inmorder to take ;ad‘vantage of this 
incentive. . . 

Sin‘Ce‘ this Proposal wasxannounced there 
had: been considerable uncertainty among- 
businesswcommunity as to (1) What is a 
manufacturing and procéssing firm and (2) 
how is thq income from, manufacturing and 
Protessing operations ‘to‘ be separated from 
other income within a corporatién. Ans- 
Wers to 'thes'e questions have now been 
Provided. ‘ 

The Government has not provided a list 

or definition of manufacturing and proces- 
sing firmszfm: that is an extremely difficult 
and tedious task. Whether a corp‘oratidn 
is~ manufacturing or not will be decided 
in‘fhe“ light of Common knowledge and 
experience and court decisions. In marginal 
and uncerfain cases, advanced rulings can 
bé sobtained‘ from the Department of 
National Revenue. However, the operations=‘ 
which do not qualify for tax incentives are 
stated «explicitly.- They include farming, 
fishing, logging, construction, extracting 
minerals; and operating oil or gas wells, 
producing electrical energy or steam for 
sale and processing gas for sale or distri-. 
butiofl.’ As a general rule, a corporation 
Which does not derive more than 10 ’per 
cent of its gzoss revenue from manu— 
facturing and processing oPerations is not 
eligible for tax incentive. 22 
As irega‘rlds the "secbnc'i question, all of the 
corporations {will nbt. have to go through 
the procéss of caldflating profits from ma- 
nufacturing ‘and processing operations; ‘ A 
Company satisfying the following four cri- 
teria will fiberdeemed to have earned all its 
profits fxom manufacturing and processing 
activities: . 

1. it dOes‘ not Carry" ‘on any foreign active 
businesé;» 

‘

' 

2.7‘it does‘ not engagc in any activities 'es-r 
pecially excluded from. manufacturing 

234 

and processing (such activities" are 
mentioned in the preceding Para: 
graph); 

3. its gross :revenue from the sale of goods 
manufactured or Processed in Canada 
does not exceed 75 per cent of its total 
gross .revenue and 

4. its. active business income including that 
of any other Canadian corpofation with 
which it is asséc‘iated doés not exceed 
$ 50,000. 

Considering that 80 per cent of the mem- 
bers of the Canadian Manufacturers’ As- 
sociation employ less than 100 persons 23 
and, therefore, may be classified as small 
to medium firms, nearly three-fourths of 
the corporations. can be expected to meet 
these criteria. 
Other corporations will have to identify 
their profit from manufacturing and pro: 
cessing. The method can be formulated in 
algebraic terms as follows: 

QP= 
(ML + 25/75 ML) + (MC + 15/85 MC) 

( 
‘ 

)ABI 
TL + TC 

Where 
QP 2 income qualifying for the reduced 

tax rate; 
ML = manufacturing wage bill; 
MC = value of capital employed in ma- 

nufacturing and processing oper- 
‘ 'ations; 

TL : ‘total Wage bill; 
TC 2 total capital employed; 
ABI‘ '= active business income earned: in 

Canada. 
The terms used in the formula are explain- 
ed 'below. ' ' 

22. p» 6.7 
222. Eric G. Owen; Ilse Irztentive ‘Meamrex of: 
#92 Federal Budget, presented on May 8, 1972, 
a paper presented to the Canadian Tax Found- 
ation, Toronto, November 1972, p. 12. 
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1, Manufacmrz‘ng Wage Bill ( ML) 
This item comprises wages and salaries 
paid to employees for the portion of time 
spent directly on carrying out manufact- 
uring and processing activities. Specific ac-" 
tivities that may be included are production 
assembly, inspection, handling, pad<ing, 
line supervision, repair and maintenance 
of production facilities, control of Pollution 
and Product design and research. Since 
some essential ancillary services such as 
administration, purchasing and selling, 
shipping, data processing, etc. are excluded, 

‘ 

the company will be allowed to increase its 
manufacturing and processing cost by one- 
third ‘to‘ account for these activities. 

2. Mamufacmrz'ng Capital ( MC) 
Before this item can be ascertained it is 

necessary ‘to compute the annual'value of 
the total fixed capital assets of the cor- 
poratiom This annual value will then be 
apportioned to manufacturing and process~ 
ing activities and other operations accord- 
ing to the guidelines provided for distri- 
buting the wage bill. The Government 
suggests that ‘a reasonable basis’ should be 
used to split the annual cost. The ancillary 
services will be valued at $ 1.5 for every 
85 85 of the capital cost of manufacturing 
and processing goods. 

5. Total Wage Bill (TL) 
The total labour cost will not include such 
forms of remuneration as board and 
lodging, fees Paid to independent salesmen 
and contributions to retirement plans. 

4..Tmf41 Capital Cox! (TC) 
The annual value of the capital assets will 
be equal to the annual rent of the rented 
assets Plus 10 per cent of the original Cost 
of the assets owned. Only those assets will 
enter calculations which are used in active 
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business during the taxation year and are 
on hand at the end of the year. 

5. Active Blaine” Income (AB1) 
Active business income has the same 
meaning as in the Income Tax Act except 
that charitable donations and loss carry- 
overs will not be allbWed as deductions. 
Investment income and dividend incorne 
will be excluded as will income from na~ 
tural‘ resources against which depletion 
allowance is available, 
This formula has been adopted. after con- 
sultations with the Canadian Manufac-' 
mrens’ Association and will, therefore, be- 
generally acceptable; There were two other 
possibilities; divisional accounting and 
some formula based on federal sales tax. 
A method of allocation based on divisional 
accounting or profit-centre accounting 
could‘ not receiVe broad appliCation for a 
number of reasons. This method is prac— 
tised only by large business. firms. Second- 
ly, cost allocation requires some arbitrari- 
ness and hence inconsistency is likely to 
occur betWeen taxpayers in“ reporting tax- 
able income. Thirdly, there is the major 
difficulty of establishing transfer price as 
a commodity moves from one phase of 
company’s operation to another. Fourthly, 
it is cumbersome to enforce. ‘ 
The federal sales tax approach also poses 
serious difficulties. There is no consistency 
in determining the sales tax value between 
industries. In addition, some of the manuJ 
factured goods like food, drugs and pu- 
blications are exempt from sales tax. 
The tax concession to the manufacturing 
and proceSSing industries reflects concern 
about this Sector’s weakening position in 
the international markets, and this concern 
is Well founded in view of the fact that 
not only do the manufacturing industries 
employ two-fifths of all the Working Ca- 
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nadians they also Possess the best potential 
for expanding employment opportunities. 
A number of developments, at home and 
abroad, have marred their efficiency and 
export capabilities. 
Unit labour cost in the manufacturing sec- 
tor rose by about 5.0 per cent in 1972 
compared with 3.7 pg: cent in 1971, where- 
as the inc‘rease in the United States, Cana- 
da’s largest trading Partner, Was only half 
as much. 24 At the same time wage settle- 
ments do not seem to indicate any appreci- 
able moderating trend. The average in- 

crease in base wage rate for all collective 
agreements covering negotiating units of 
500 or more employees in manufacturing 
industries was 8.8 per cent in 1972 com- 
pared with 7.6 per cent in 1971, and 1973 
promises to be a hectic year for wage 
agreements. More than 10 per cent of all 
the employees in the manufactuzing in- 
dustries, will be negotiating their wage 
contracts this year. Secondly, since May 
1970 the Canadian dollar has appreciated 
by 9 per cent, making Canadian exports 
more expensive. To top it, the United 
States introduced its programme of Do- 
mestic International Sales Corporation 
which adversely affects both the inter- 

national competitive position of the Ca- 
nadian industries and the job opportunities, 
though its effect is believed to have been 
small so far. The tax concession made to 
the manufacturing and processing indus— 
tries will help offset these disadvantages 
and bring Canadian tax rates in line with 
those prevailing in Japan, West Germany 
and the United States; 
In the heat of the «debate over the a-de- 

quacy and appropriateness of this tax in- 
centive, its tax reform aspect has not drawn 
enough attention. That reduction in cor- 
poration income tax represents a step to- 

wards .tax reform was stated in the 1972 
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budget speech and later reiterated by the 
Minister of Finance. 25 This aspect mani- 
fests itself in the fact that when income 
tax is declining for manufacturing and 
processing industries from 46.5 per cent in 
1972 to 40.0 per cent in 1973, it is going 
up for other industries from 46.5 per 
cent to 49.0 per cent. 26 

B. Winter [01} Expamz'on P1472 
Concerned about the slow decline in the 
rate of unemployment, drop in the real 

output of goods and, services in the third 
quarter of 1972 and imminent seasonal in- 
crease in the number of jobless persons in 
winter, the Government boosted its- winter 
expenditure programme. On December 6, 
1972, the day after the Statistics Canada 
released statistics showing that in mid- 
November the number of jobless persons 
seeking employment had gone well above 
half a million, seasonally unadjusted, it 

announced an addition of $ 200 million 
to its winter works programme to' relieve 
the severity of seasonal unemployment. 
The proposed measures according to Go: 

24. The points raised in this paragraph are dis- 
cussed in some detail in D. H. Hamdani, "In- 
vestment Incentives in the Canadian Budget", 
Bulletin for International Fiscal Documentation, 
September 1972 and November 1972. 
25. Department of Finance, Text of an Addreu 
by Finance Minixter John N. Turner to the 2415 
Tax Canfe’rence of Ike Canadian Tax Found- 
ation, Toronto, November 28, 1972, Release 72— 
145, pp. 4-5. 
26. Under the tax reform, the: rate of corpor— 
ation income tax was set at 50 per cent for 
1972, to be reduced by 1 percentage point an— 
nually to reach 46 per cent in 1976. 'But the 
prevailing rate in 1972 was 46.5 per cent be- 
cause of a. tax» incentive of 7 per cent. This 
incentive expired‘at the end of 1972 and, ac— 
cording to tax ‘reform, the effective rate for 
1975 is 49 per cent. - 
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vernment’s estimate, will cfeate 140,000 
new jobs in the winter of 1972-73 ending 
May 31, 1973. 
The Winter job expansion plan envisages 
a total expenditure of $375 mi‘lliOn be- 
tween December 1972 and May 1973 com- 
pared with $300 million last year. This 
amount is the sum of $ 125 million announ- 
ced initially, $ 50 million carried over from 
Employment Loans Program and $ 200 
million announced in December 1972 un- 
der the following four Programmes. 

1. Local Ifliiiflfiflfl‘ P'rogmmme 
An amount of if; 80 million has been 
allocated to this plan bringing the total 
sum to be spent under this scheme in ,the 
winter of 1972—73 to $ 165 million. The 
Government anticipates that this outlay 
will help to create 95,000 jobs. This pro- 
gramme was first announced in October, 
1971 when the number of unemployed, 
unadjusted for seasonal variations, in- 
creased to 447,000 from 419,000 in Oc- 
tober, 1970 and 314,000 in October, 1969. 
The Local Initiatives Programme provides 
grants to municipalities and non-profit 
groups performing useful social or cultural 
functions. 
At the time of announcing additional 
funds, it was emphasized that in hiring 
people, preference would be given to those 
who are receiving unemployment insurance 
or welfare. T'his emphasis has been inter- 
preted to mean that a person who refuses 
an opportunity offered under this program- 
me will face the possibility of being struck 
off the Unemployment insurance records. 
Although 80‘ per cent of the employees last 
year were registered unemployed, the em- 
phasis is a. reflection of the concern about 
large payments out of the unemployment 
insurance fund which are partly due to the 
higher than expected unemployment but 
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largely due to‘ the revision in unemploy- 
ment insuranCe act whereby (a) effectn 
June 27, 1971, maximum weekly benefit 
was raised from $58 to $100 and (b) 
unemployment insurance covérage was ex- 
tended to all salary levels from the pre- 
vious ceiling of $ 7,800 per annum. 

2. Training on-tbe-job nmmnie 
The budget for this programme has been 
raised from $ 40 million to 51?. 50 million. 
It aims at relieving. the employer of a. 

major portion of the labour cost and in- 
ducing him to channel his funds to the ex~ 
pansion of his business. The programme 
provides for 75‘ per cent of the trainee 
Wage cost during the first half of the 
training period and 50 per cent of the 
wage cost during the second half up to a 
maximum of $ 118 per trainee per week. 
A participating employer can claim reim- 
bursement only in respect of' those employ- 
ees who begin their training before March 
31, 1973. 
Training on-the-jb‘b programme has two 
special features designed to help busineSs 
firms overcome skill shortages" and to help 
disadvantaged workers who cannot keep a 
steady job. 
The skill-shortage programme will ‘be ap- 
plicable when a vacancy remains unfilled 
for one month. The trainee must ‘be at 
least one year older than school-leaving age 
and must not replace a regular employee. 
The programme covers training periofl 
ranging from 6 weeks to one year and 
pays 50 per cent of the basic wage in the 
Hist half of the training period and 25 per~ 
cent in the second half up to a maximum 
of $ 118 per trainee per Week; 
The other aspect pertaining to the disad- 
vantaged workers refers to the hard-core 
unemployed 'and covers persons with Phy- 
sical and' mental handicaps, personal and 
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health Problems, insufficient .skill‘ and ‘ex- 
Petience and lcaming difficulties; etc. The 
benefits offered to employers are more ge— 
nerous in this caschThe Government un- 
dertakgs to defray all of the trainee ,‘wages 
in the; first four’weeks, 90 per cent in the 
fol-lowing 24 ’weeks and 60 per cent in the 
remaining 24 weeks up to a maximum of 
$ 118 per‘trainee per week. In. return, the 
trainees must-be provided continuous work, 
must not be substituted for regular em- 
ployees and must not be dismissed, withbut 
consulting the Canada Manpower Centre. 1 

Training On-theejob' Programme created 
42,000 jobs flast year and more than two- 
thirds of the trainees were able to get Per- 
manent jObS: The Government estimates 
.that 40,000 jobs will 'be‘ created this year. 

3; Federal Labour-intemz've Profeczf: 
The third programme of combating win- 
ter‘unemployment involves an allotment of 
$60 million to the departments of federal 
government. The projects under review in- 
clude airpor‘t‘runway cgnjstruction and" im- 
provement, canal .rgpairs, harbour ' and 
wharf improvements, school construction 
and “northern housing, etc. The projects 
with a high labour content will receive pre- 
ferehqe 'and particular care Wi11=be taken to 
concentrate'work in the regions which are 
hitflhardest by seasonal unemployment. 

4. Winter Capital Projeci: Fund 
The Goverpment has established a‘ Capital 
Projects Fund of $ 350 million to be used 
over 3 Period ’of two and a half years end- 
ing in May, 1975. This fund will Provide 
loans and grants toflprovincial and muni- 
cipal governments to finance-capital pro- 
jects 

A 
of the social infrastgucture nature. 

The programme focuses on unemployment 
in general andseasonal unemployment in 
particular by providing that (a) one-half 
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of theonfsite labour cost, of the project 
will. be forgiven from the ‘loan andflb) 
entire on-site labour cost will be forgiven 
if it is incurred during Winter, December 
1 to May 31. 
The total capital fund is distributed among 
provinces and territories according to po- 
pulation, level of unemployment and the 
degree» of seasonality in unemployment. 
Their shares are as follows:

~ 

($ Million) 
Newfoundland 1 2.0 

Prince Edward Island 3.0 - 

Nova Scotia 114.0 
New Brunswick 

' ‘ 

1 3.8‘ 

Quebec 1 1 3 .9 
Ontario 7106.4 

Manitoba 13.4 
Saskatchewan -1 3 .1‘ 

Alberta 22.2 
British Columbia 37.3 
Yukon 0.3 
Northwest Territories 0.6 

350.0" 

The provincial. government has the option 
of administering and apportioning the 
fundbe‘tween municipalities and itself, and 
among municipalities. It will, however, not 
be required to guarantee repayment of 
loans advanced to municipalities. 
The provinces Welcomed the Federal Go— 
vernment’s decision to step up -the winter 
works plan but stated that its effectiveness 
could have been enhanced by making the 
announcement earlier; The provincial go- 
vernments had urged upon the Federal Go- 
vernment in the summer of 1972 to make 
its plans known by the first week of Sep- 
tember‘afc the latest. At the end of Novem- 
"ber, announcing his own plan to spend 
$ 5'0 million to relieve seasonal unemploy= 
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ment in Winter, the Treasurer and, Minister 
of Economics and Intergovernmental Af- 
fairs of Ontario criticized the Federal Go- 
vernment. “This year, despite the prOspect 
of continuing high unemployment, no com— 
prehensive federal program has been ari- 
nounced, . . 2’7. In addition to the time 
required for planning and implementing a 
project, there is the delay caused by the 
lag between expending money and its ims 

‘ pact on the economy. Experience suggests 
that this lag may be three to six months 
long. ‘

‘ 

However, the Federal Government is count- 
‘ ing on the fact that its own departments 
(in the case of Federal Labour—intensive 
Projects Plén) and provincial and munici- 
pal" governments (in the case of Winter 

,Capital‘ Projects Fund) will not have to 
prepare new projects but simply to ad- 
vance the implementation dates of the ones‘ 
already planned. It is perhaps, primarily, 
because of this that projects. qualifying 
:under both of these programmes are of the 
nature of r§0ciaI infrastructure. 
This year’s Winter plan supplements the 
make-shift arrangements with a systematic 
and longer-term Attack on the problem of 
seasonal unemployment. The availability of 
finances over longer-run through the Win- 
ter Capital Projects Fund will save the 
provincial governments surmising about 
the intentions of the federal government 
"every year and make planning for 'winter 
finemployment easier and more effective. 
According to Government’s estimate, the 
Winter Job Expansion Plan, totalling an 
outlay of $ 375 million in the: Wintepof 
1972-73, Will' directly create 140,000 new 
jobs. 28 Theztwo programmes administered 
by the Department of Manpower and Im- 

'gration, Local Initiatives Programme 
‘nd Training on-the-job Programme which 
jogether account for 35 210 millioh or 56 

~ 

~ 

~
~ 
~~ 
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per cent of the total, are expected to pro; 
vide 135,000 new jobs}? It follows that 
the remaining 31? 165 million or 46 per cent 
of the total, will generate only 5,000 new 
jobs. It appears that either the total num- 
ber, of jobs has been under-estimated or fhé 
effectiveness of Local Initiative and Train: 
ing Programmes, which is no doubt likely 
to be_higher than that of the other (two 
programmes in the, Winter plan, has been 
oVerstated.

. 

The manpower training programmes, in 
general, have be‘en criticized as, a legacy of 
the mid¥1950’:s whet; vast changes in tech- 
nology and* production processes are said 
to have,rendered many .skills obsolete. It 

_ 

has been afgued that even at that time re- 
training programmes as a solution of un- 
employment were wrongeheaded biecause 
unemployment was not due to structural: or 
technological changes but to deficient ’ag- 
gregate demand. ‘

. 

It is also contended that émphasis on train: 
ing programmes presupposes. “that .inci- 
dence of unemployment is highest among 
the unskilled workers. Since research re- 
veals that unskilled workers belong to the 
secondary labour market which is highly 
seasonal and low-paying and offers little 
opportunity for advancement, training pro- 
grammes may not be the answer. 
Most of the criticism of training program- 
mes has, however, been aimed at institu'tio- 
nal training, and increase in the size of the 

27. cited in Globe and Mail, Toronto, Decem- 
bet 1, 1972.

, 

28. Department of Finance, Releme 72-155, De- 
cember 6, 1972, p. 2. 
29. Office of the Minister, Manpower and Im- 
migration, Releczse 72-33, December 6, 1972, p. 1 
of Notes for a Press Conference. 
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on-the-job training programmes reflects 

progress in the right direction. 

V. CONCLUDING REMARKS 

The classification of measures according {to 
objectives is somewhat arbitrary. This com- 
partmentalization loses sight of the inter- 
relationships of the instruments of policy; 
This is especially true of the provisions 
discussed in Sections 11 and“ III and is il- 

lustrated by two examples. Whengreduc- 
tion in personal income tax is ,studied in 
conjunction with incréases in pensions, the 
criticism that the former discriminates 
against those who are not on tax rolls‘ 

loses some of its sting. Similarly, the com- 
bined stabilizing effect of tariff cut and 
sales tax reduction on prices, is much higher 
than the separate discussion of each of 
them would suggest. It should be remem- 
bered that net outcome of these various 
proposals can only be studied in the con- 
text of a model that specifies all interrela- 
tionships. 
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Price to be announced 

To Be Published Shortly 
'Butterworths Digest of Tax Cases 
1971-1972, First Cumulative Supplement 

Edited by Plailip F. Séoltowe, LL.B., 
Barrister 
This work is designed with a dual function 
in viEW: not only does it up-date its parent 
volume, Butterwort/J: Digext oczx Cmes, 
which covers every caSe on the taxation of 
income and capital gains up to 51 March 
1971; It also represgnts a valuable inde- 
pendent work, providing a digest or sum- 
mary of every such case which has been 
reported‘ between June 1971 and December 
1972. All decisions of the English Courts 
(House of Lords, Privy Council, Court of 
Appeal and High Court) have been in- 

cluded, together with those of the Scottish 
Court of Session and Irish, Commonwealth 
and South African Courts where these are 
of interest outside 'the country of origin. 

0 406 50906 9 

Ray’s Practical Estate Duty Planning 
Second Edition 
By R. P. Ray, 13.55. (Econ), F.T.I.I,, 
Solicitor. Auified by M. Ray, Solicitor 
For the Second Edition, this- popular book 
has been expanded to deal with- develop- 
ments since March 1970. These include 
changes in the the rate of charge, inew 
exemptions such as that for the surviving 
spouse, the extended right to pay estate 
duty by instalments, and the removal of 
the capital gains tax charge on death. 
Important new cases have been dealt with, 
covering a wide variety of subjects. In 
addition to these textual changes the 'exis- 
ting material has, in places, been revised 
and/or given more extensive treatment. Al- 
though the new edition is larger than the 
old, the work remains a relatively simple 

. and practical guide. 
£3.00 net (f, 3.25) 0406536112 
Bracketed price, inclmz've of alumni), 
appliex to Jingle copiex ordered from the 
PubliJ/aerx by post. Multiple capital rare 

‘ 

Jeni at the net publisbed price. 

Butterworths, 88 Kingsway; 
London WC2B GAB 
Showroom: 11-12 Bell Yard, 
Temple Bar W02 
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S. ROLAND DAHLMAN *: 

JOINT ESTABLISHMENTS IN SWEDEN- 

The tendency towards co-operation with 
respect to real estate has recently become 
more and more pronounced. This applies 
particularly to, real Property located in cities 
and other agglomerations with densely 
built-up areas) This tendency is caused by 
today’s needs of economization and a 
rational utilization of available land. 

‘ 

Real estate co-operation is not a new phe- 
' nomenonul’t is certainly a long-established 
fact. The main reasons for créating ‘this 

1 special kind of jointestablishment. accor-. 
ding to the Law on certain joint establish- 
ments (LJE), (Lag om vissa gemensam- 

v hetsanliggningar (SFS 1966: 700)) ate 
new technical standards of town planning, 
e.g. row-style houses and so-calléd group 
buildings. Since the municipalities have a 
legal obligation to provide for public 
streets and public water- and outflow in- 

‘stallations, some Problems arise for this 
new kind of housing. They are often very 
densely built-up and the areas often con- 
tain private water- and outflow installa/ 
tions, roads and other establishments. Ear- 
lie: regulations were incomplete and not 
designed for the special joint establishment 
introduced .by the LIE. 
The economic, but not the practical, signi— 
ficance of joint establishments has up to 
now been somewhat “limited. The potential 
economic significance of joint establish- 
ments may very well be of considerable 
interest since lately e.g. corporations have 
formed joint establishments of ;1 - 2 mil- 
lions Swedish Kronor (approximatel 
US $ 220,000 - 440,000) value. ‘ 

Generally speaking, the Swedish l‘aws offer 
‘two ways of establishing and maintaining 
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co-operatibn with respect to real properties. 
One way requires a decision of ah official 
organ and may involve, to a greater or 
lesser extent, a certain degree of compul- 
sion. Examples are joint interests in ac- 
cordance with the law on land pattition,‘ 
fishing- and game reserves and jointly: 
owned roads. The other way is founded on 
optional agreements: easements, site lease~ 
hold rigfits, other usufructuary rights, cor- 
Poration‘s and enterprises. 

THE CIVIL LAW BACKGROUND 
A SWedish Governmental Official Com- 
mittee was in 1957 assigned to inquire 
into joint establishments and. published a 
report in 1963. This report also presented 
a proposal of a‘law on joint establishments 
in- respect of civil law. The final law 
(LJE) was enacted on January 1, 1967. 
LE applies to establishments, buildings 
and plant that are jointly-owned by two Or 
more real estates. Its purpose is to regulate 
issues of co-oper’ation concerning construc- 
tion, maintenance and running of esta- 
blishment's which are of pérmanent signifi- 
cance to the real estates.. Examples are 
parking lots, roads, pipes, heating-v and 
laundry plants. After a. change in the law 
in 1970, HE also applies‘ to water- and 
outflow installations and to leasehold sites. 
LIE regularizes co-operation between real 

* Former Secretary to the Government Official 
Committee on the tax treatment of .joint establish- 
ments. - 
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SWEDEN: JOINT ESTABLISHMENTS 

properties, represented .‘by their owners, 
respectively holders of leasehold sites and 
the like. Primarily the law is based on 
optional agreements. If real property is 
situated within a so-called town- or hou- 
sirigplan it is possible for a neighbour to 
fo‘rce the owner of the real property to 
join a joint establishment if the establish- 
ment is. of substantial value for the appro- 
priate. utilization for each of the real pro- 
perties (2 § LJE). In Practice this has very 
seldOm happened. 
The- properties: which are going to to- 
operate must form an administrative asso- 
ciation (5 §LJE). The owners of the' real 
properties may either form the administra- 
tion of the associatibn withOut an admini- 
strative boagd (22 §, para. 1, LJE), in 
which case the association is not a legal 
entity, "or with‘ an administrative board 
(22 §, Para: 2, LE) in which. case the. 
associatiOn is a legal entity, If it is a legal 
entity the association "can own the joint 
establishment, if it is not a legal entity the 
establishment belongs to 'the real estates as 
usual. 
LIE specially points out (5 §LJE) that 
the rights of the real properties to 'the 
establishment, including the right to the 
association shall belong to the real pro- 
perties. It is’ therefore not possible to ex- 
clude the participation when selling a real 
property. Further it is not possible to ex- 
clusively purchase'the participation in the 
association or ‘the establishment. Thus a 
'very strong right in rem exists. ' 

The;cost of building, maintenance and run- 
ning-of the joint establishment is divided 
between the owners of the real properties 
on a pro mm basis (7 § LJE). The criterion 
for the distribution of the costs is a 
,‘fportion-figure” which is determined at 

the_ official Proceedings preceding the set 
up of a joint establishment. 
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JOINT ESTABLISHMENTS AND THE 
VALUATION OF REAL PROPERTY 
The contept of real property has for a long 
time been a considerable problem in Swe— 
den. Generally speaking the civil law con- 
cept of immovable property is more ex- 
tensive than the tax concept. The defini- 
tions themselves are not hard to make, but 
the concept is different from civil law, 
insurance law, income tax law, and TVA 
law points of View and further also when 
deciding the tax assessment value and when 
giving credit on real property. Thus there 
are six different concepts of real property 
in Sweden. This has naturally raised sever- 
al practical problems. 
The Same Official Committee, which has 
submitted the recent report on joint esta- 

blishments, presented a report on the con- 
' cept of real estate from the taxation point 
of View on November 1, 1971 (D5 Pi 
1971: 15). The report coricludes — as a 
consequence of special regards to buildings 
owned by corporations — with a proposal 
of a concept of real estate which further 
removes this concept from the civil law 
one. According to Swedish law, business 
buildings, both industrial and commercial, 
are depreciable. This applies also to buil- 
dings, e.g. ordinary blocks of flats owned 

individuals. One- and two-family 
dwellings are asséssed on the basis of 
“Presumed income" and are therefore ex 
definitione not depreciable. 1 

1: For purposes of both the national and local 
income taxes, the owner of a one- and two~ 
family, dwelling d_oes pot need to .report any 
actual income he may’receive from the property. 
Instead 'the owner must report the presumed 
income from the dwelling in an amount ranging 
from 2 per cent to 8 per cent of the assessed 
value‘of the property. This amount is not the 
tax due on the, property, it is merely the amOunt 
of the income, presumed to have arisenffrom the 
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However, various Swedish institutions to 
which the proposed measure was referred 
for consideration have been somewhat 
critical, so the outcome of this proposal is 
not yet certain; 
Taxpayers are- annually assessed for both 
the SWedish national and local income 
taxes on the basis of net income, derived 
from employment, capital, business, real 
property etc. earned in the Previous year. 
The tax assessment values of real'proper- 
ties are, however, generally determined 
every five y‘ea'rs; the hext valuation will 
take place in 197-5. This is called the Ge- 
neral Valuation of Real Property (Allmin 
fastighetstaxering). A repOrt on the out- 
lines of the 1975 valuation has recently 
been issued in the Swedish Governmefit 
Official Reports (SOU) 1973: 4. 

property, that must be included in the tax- 
payer’s income subject to‘ income taxation at 
ordinary rates. The 2 'per cent figure applies 
only to houses with an assessed value of Swe- 
dish‘ Kronor 150,000 or less. For houses'with 
higher assessed values, the presumed income 
amount‘ is 2 per cerif 9f the' first ‘SWedish 
Kronor 150,000" of assessed value, 4 per cent of 
the portion of the vahie between Swedish Krbnor 
150,000 and Swedish Kronor 225,000, and 8 
per cent of any pqrtion of the assessed value in 

- excess of Swedish Kronor 225,000. This “stan- 
dard method" of calculating presumed income 
from the ownership of one- and two-family 
dwellings must be used whether the owner him— 
self occupies the house in whole or part, or 
whether he rents it to others, in the latter case, 
as noted, he does not report his actual income 
from the house, whether it is higher or léwer 
than the presumed income. No deduction from 
the presumed income figure is allowed for re- 
pairs or other expenses, but interest paid on the 
amount invested in the house may be claimed 
as a deduction. The foregoing rules apply to 
houses intended permanently for use as one— or 
two family dwellings, they also apply to summer 
houses, unless the latter are regularly rented to 
others. In that case, the owner must report his 
actual income from the property. 
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The principal issue when decidirig the tax 
assessment value of a joint establishment is 
whether the establishment itself should be 
valued (appraisal of the establishment) or 
if the 'values ‘of the portions of the esta- 
blishment should be added to the assess: 

ment values of the participating proper- 
ties (appraisal of the participants).- 
The outlook on this problem has changed 
over the years, but now appeaIS'to be 
settled. Both the Royal Fiscal Court of 
‘Appeal (Kgl. Kammarrfiitten) and the com- 
mittee on joint establishments hold the 
opinioq that the assessment value should 
be add'ed to the values of the Participating 
properties. The principal reason for this 
decision is that hardly any gepara'te’VaIue 
can be attributed to the joiht establishment 
beCause of _the strong attachmeht of the 
rights in rem of every Participating proper- 
ty. 

THE TAX ASSESSMENT OF JOINT 
ESTABLISHMENTS 

At prese'nt 'there are no regulations of the 
tax treatment of joint establishments in' 

Swéden since LJE was not followed by 
cor-reqnd-ing fiscal regulatibns; In ad- 
vance tax rulings by the former National 
Tax Board and the National Tax Bureau 
(Riks-skattevefket) some general ways bf 
‘looking at the matter have been outlined. 

‘ These are primarily based on whether the 
administraiting association is a legal entity 
or not. If the association is a legal entity 
it is charged on its net income. The Na- 
tional Tax Bureau is of the opinion that 
the contributions from the owners of the 
real properties Which shall cover the main- 
tenance and running costs of the joint 
establishment are to be looked upon as in- 
come for the association; A heatingrpla'nt 
could also for instance serve- external real 
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properties. The compensation for this, na- 
turally, .is income .too. 
If‘ the association is not.a legal entity, a 
kind of Participant assessment is made. In 
the report submitted (Ds Pi 1972: 11) it 

is suggested that the assessment technique 
should not vary with regard to different 
legal designs of joint establishments. A 
proposal is brought up to treat joint esta- 
blishments approximately ‘as partnerships 
.(handelsbolag). A Swedish partnership, 
whether limited or‘ general, is not a. taxable 
entity and is not Subject to income taxation 
as such. Instead the partners are subject 
to the individual income tax on their ali- 
quot shares _of the partnership’s income, 
whether distributed .or not. Two interesting 
deviations from these general rules are 
suggested, interesting since they 'deviate 
from some principal rules in Swedish tax 
laws. 
(1) The participants are charged to tax 

according to the rules of their source 
of income (real property, agricultural 
property, business). 
The participants are entitled. to de- 
preciation deductidns with respect to 
machinery and equipment, buildings 
and land even if it is the association 
which owns the assets. 

Swedish law Provides that income derived 
through a partnership should 'in principle 

(2) 
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"‘joint communication plants” 

be assessed as business income. Further, it 

provides that the owner of a depreciated 
asset should be entitled to the deduction. 
These deviations are based or_1 a practical 
approach and specially regarding one» and 
two-family dwellings. These properties are 
at present the most common participants of 
a joint establishment. They are, as indi- 
cated above, assessed on the basis of 
“presumed income”, not like e.g. the-US 
local Property tax or “rates” in England. 
This means that if the proposal is realized; 
no charging on joint establishments for 
one- and two—family dwellings will be 
made. 
Corporations have recently formed joint 
establishments in Sweden. Parking lots, 

(roads), 
buildings With banking offices and restau- 
rants etc. have Primarily been established. 
When the future law on the fiscal treat- 

ment of joint establishments is enacted it 

can be assumed that this tendency will be 
increased since the fiscal situation will be 
clarified. 
The forming 'of water- and air-purification 
plants as joint establishments appears to be 
most suitable, and this possibility has at— 

tracted some attention in Sweden. The 
participants could be not only corporations 
but also the public, such as in Sweden, the 
municipalities. 
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DEVELOPMENTS leNTERrNAVTlONA‘LV TAX LAW 
UNITED KINGDOM 

Proposals for a tax credit system 

T/JiJ i1 the fifth chapter of the “green paper” concerning the propoyed tax‘ credit 
Jyxtem in the United Kingdom. The first two chapters appeafed in the February 

ixme, Cbapter 3 in the Marc/a ixme and Chapter 4 in tbe May Lame 
» of like Bulletin. 1 

Chapter 5 

Social impact of the scheme 

LEVELS OF CREDIT 
96. The tax credit rates set out in the 
following Paragraphs are purely illustra- 
tive. Nevertheless they have been chosen 
as figures, which, at 1972, levels, would 
achieve the main objectives of the scheme — that is, they would allow for the re- 

placement of the main personal tax allow- 
ances, family allowances, family income 
supplement, and the children’s increases 
payable with shorbterm national insuranCe 
benefits. 
97. The single person’s credit would have 
to. be set at £3.43 a week if it was to re- 
place exactly the correspOnding income tax 
allowance. An increase to £ 3.60 would be 
necessary in order to Cover the £ 30 ex- 
penses allowance which would be incor- 
porated in the single and married Credit; 
If the figure was raised to £4 this in- 
crease would have important social ad-- 
vantages, as it would make the tax credits 
more effective as a means of improving the 
position of people of limited means and in 
particular of reducing the dependence of

' 

pensioners on supplementary benefit. 
98. The shild credit has to take the place 
of child tax allowances and. family allow- 
ances which, if both are available at their 
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.maximum rate in respect of any child, are 
together worth .26 1.88 a week to a standard 
rate taxpayer.‘This figure takes account of 
the taxation of family allowances and of 
“Clawback.” It has however recently been 
overtaken by the increases for children 
paid with the main national insurance be- 
nefits: these now stand at £ 2.104 a week 
(including family allowances, Where pay- 
able). A child czedit intended to replace 
such‘ increases would therefore have to be 
at least :6 2.10,, but for the purposes of 
simpler illustration the figure of £ 2 has 
been taken instead; Increases for the Child- 
ren of Widows and invalidity pensioners, 
which are currently payable at the rate of 
£ 3.30 a week, would be only partially 
replaced by the child credit. The balance; 
would be given as a taxable benefit under 
the national insurance scheme. Similarly, 
the—age-related rates for children would re- 
main under the supplementary benefit 
scheme. 
99. If the‘s'ingle rate of credit is taken as 

1. We acknowledge 'that the following material 
. is British Crown copyright, reproduc with the 
permission of the Controller of Her Britannic 
Majesty’s Stationery Office. 

245



UNITED KINGDOM 

£ 4, £ 6 would become the minimum level 
for the married credit. Together with child 
credits of £2, the figure of £ 6 would 
provide at least as much as the‘ present 
family income supplement (FIS) scheme 
at every point on the income scale (and 
would provide substantially inbre than FISA 
for the majority _of claimants). 2 There 
would therefore be no need to continue 
FIS except for the self-employed and others 
Who, for one reason or another, were out- 
side the tax-credit scheme. 
100. Tax credits of this order have im- 
portant implications f0]: the social effécts‘ 

of the scheme, and for its total cost. The 
following paragraphs discuss and give 
some Examples of the so'ciaI effects -— fur- 
ther exarnpleé are in the Appendix. The 
cost is examined in the next chapter. 

EXAMPLES OF INCOME SUPPORT 

(1) Low Earner: wit/9 Familiex 
101. The proposals would be of particu- 
lar help [to low eérners with family res- 

pbnsibilitiés, including not only those who 
at present pay .no tax (and who are in ge- 
neral eligible for FIS) but also people with 
-e'a‘rnings some way above the present tax 
thresholds; Thus a married man with three 
children earning £ 20 a week would pay 
25 6 tax on‘ his 2520‘ but would qualify for 
£ 12 if1 credits': his income dfter‘tdx would 
‘tlierefore beCome £ 26. At present he pays 
no tax; there are family allowances of 
£ 190 and F18 entitlement of about .an- 
other £ 1. The family’s position would 
therefore improve, under the tax-credit 
scheme, by about £ 3-21 week. Mofeover {he 
improvement would be automatic and 
would not require, as dbes FIS, an appli— 
cation for benefit under a special sbheme. 
There would thus be no problem of take- 
fip. Its ability to channel help automatic- 
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ally to hard-pressed families of this kind; 
Who at present cannot make full use of 
their tax allowances, would be one of the 
most valuable features of the new scheme. 

(2) Familiar with Average Earning} 
and Above 

, . 

102. If, in the example given above, ear- 

nings were .29 30 a week the £ 12 credit for 
a three-child family would still exceed the 
£ 9 tax which would be Payable, giving in- 
come after tax of £ 33. At present a family 
with earnings at this level is not eligible 
for. FIS: they would‘ receive the family 
allowance of .£ 1.90 but, as against that, 

there would be a tax liability of just over 
26 2 a week. 3 The tax-credit scheme would 
thus increase their income aftger tax from 
arourld £ 30 to £ 33 a week — again a net 
improvement of about i 5 a week. At ear- 
nings of £ 40 a week the credits for a three- 
Child family would exactly equal their tax 
liability. At present the corresponding 
break-even point (Where the tax payable 
by the father of such a family exactly equals 
their family ' allowance entitlement of 
£ 1.90 a week) comes at a much lower 
earnings level ——4 a little over :6 29 a week. 
Further rexémples of break—even points 

2. This comparison can be seen most clearly in 
the case of the one-child family, who can receive 
the maximum .(£ 5 a: week) ratga of. FIS on top 
of gamings of up to £ 10. At the £10 level; 
earnings plus FIS provide a total income of 
£ 15. Under the tax-credit scheme earnings of 
£ 10 would mean‘ payment of £ 3 tax, but the 
addition .of £8- credits (£6 “family” credit, 
plus £ 2 for the child) would produce the same 
net income of £ 15. But Where the family had 
more than one child the tax-credit; scheme would 
provide an extra :6 2 per child, which is higher 
than the addition now available from family 
allowances and FIS together. 
5.. This example assumes that one of the child- 
ren> 'is aged 11 to «'16 and the other" two are 
"younger. 
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uncle]; the present scheme and under the 
new proposals are given in the appendix to 
this Green Paper. Above the brealoeven 
point the family would be nef taxpayers 
and :the‘ effect of the new scheme Would 
be that of a straightforWard increase in tax 

- allowances. 

(3) Unemployment and Sirénem 
‘ 

‘ Beneficiarie’; 
103. The new scheme would alter the 
position of people qualifying for national 
insurance unemployment or sickness bene- 
fit in that «they would qualify for vtax~gcre= 
dits whether they were at work or on 
benefit, and ‘their benefits would no lbnger 
be free 'of tax, This would substantially 
reduce, the anomalies which can arise at 
present When tax freebenefits approach 
the level of the taxable earnings which 
they replace, and would remove the finan— 
cial disincentive that a return to work may 
at present involve 'at. such levels of ear- 
nings. This would COme about because the 
improvement in take-home pay which the 
new scheme Would bring ,to many people 
at work would genérall’y be greater than 
any rise in the itme available While on 
benefit. 

‘ 

- 

§

‘ 

104. The tax creditspayable during the 
first fortnight of unemployment or sick- 
ness"wou1d ,generally be substantially 
higher than the tax deducted from flat- 
rate‘ national insurance benefit: this would 
offer particular help to those people who 
'd‘o, not qualify for occupational sick pay 
and have to rely 0n the benefit alone. 
-Where a family bread‘winner had been un- 
employed or sick‘fOr more than 'a fort— 
night and was r'ecéiving an- earnings~related 
supplement as well as flat-rate national in- 
surance benefit the deduction of tax and 
the award of credit would Still result inflan 
improvement in his, income if his' previous 

Bulletin Vol. XXVII, June/juin' no. :6, 1973 

earnings, and therefore his benefit, were 
relatively low. Thus a married. man, whose ' 

earnings had. averaged ,£ 20' a week during 
the relevant incibm‘e tax year; 'Woul‘dl draw 
benefit of £ 1485 a week £01? himself and 
his’ Wife; Tax at, 30 percent on this benefit 
would amount to £4.45, but this would 
be ‘ofifset by, the :6 6 married credit,» giving 
him annet addition of just over .£ 1.50' a 
-Week from theoriew arrangements ‘While‘ he 
was on benefit. The: person whose Previofls 
earnings were higher would not benefit to 

‘ the same extent; if .his previOus, earnings 
had been £30 ax week or more She would 
more or less break even, as with benefit 
of £17.90 ,a 'Week nthe £6 married credit 
would leave 9mm small margin voile; the 
tax of ..£‘ 5.57 which would be- payable On 
his benefit. Since any ‘child cr‘e'dits fbr 
which he qualifiiéd‘ 3would be at broadly the 
same level as .the combination of national 
insurance dependency increases and? family 
allowances which they were neplacing, the 
net result would be ‘to leave his weekly 
income at close to its present level. But to 
the ‘ extenf :that his ‘taX'credits were alréady 
in. usé :to offset the tax payable on some 
dther source of income (for example, :the 
continuing 'eamihgs which: might. be avail:- 
able under ‘a sick pay scheme)’ 'they‘ wbuld 
.not also be available against thé tax on 
the national insurance benefit; 
“105. The- increases. in‘ current incéme 
which people In receipt} of "benefit derived 
form the tax-credit scheme would repre— 
sent' permanent additional help’ for those 
among them t had iiicomeé below the 
‘tax threshold; Those who Were :net tax- 
payers, on the other hand, would lose their 
7ehtitlement t’o3 the tax rebates which they 
can obtain at present’ as .a byeproduct (of 
their natidnal insurance bénefits being free 
«of 'tax. Once7 a recipiefit of’unemployfnent 
’or‘ sickness 'rberiefit ceasés' to= feceive taxable 
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earnings which absorb his tax allowances, 
the present cumulative PAYE system per- 
mits 'these allowances to run- against the 
'tax which he has Paid earlier in the finan- 
cial year, with the result that some or all of 
this tax becomes repayable. Because of the 
.way'the PAYE system works, these refunds 
vary according to the incidence of unem- 
ployment or. sickness during the financial 
year, producing haphazard results in terms 
of family support. Under the tax-credit 
system thé continuance of both tax liability 
and entitlement to tax credits during a 
spell of unemployment or sickness would 
end this situation. 
106. If unemployment or sickness is pro- 
longed, entitlement to earnings-related sup- 
plement ends after six months and bene- 
fit continues at a flat rate. Sickness benefit 
is converted to invalidity pension and 
(again, apart from'cases where there is 

other taxable income) the income from 
benefit and tax credit combined would 
generally produce a more favourable si- 

tuation than at Present. Similarly the tax 
credit available to a Person receiving flat- 
rate unemployment benefit would sub- 
stantially outweigh the tax payable on his 
benefit, and his financial position would 
be improved. 

(4) National Imumnce Pensioner: 
1.07. Credits at the, levels proposed in this 
Green Paper would significantly improve 
the position of people drawing long-term 
national insurance benefits as invalidity, 
retir‘ement or widow pensioners. A single 
pensioner Whose only income. ‘was the new 
standard rate pension of- £ 6.75 a week 
would pay it 2.02 tax on this, but would 
have this tax offset by a credit of £ 4. The 
net result Would be to increase his income 
by £ 198, so that the amound paid to him 
ea'ch week would be £ 8.73. The married 
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rate of £ 10.90 would, after the operation 
of tax and credits, become .£ 13.63. A 
widow with two children, whose combined 
national insurance and family allowance 
entitlement was £ 13.35, would receive a 
net income of £ 16.55 from the combined 
effect of benefit, tax and credits. These 
improvements would be of particular value 
to that group of pensioners and widows 
(estimated at about a third of the total) 
who at present neither pay tax nor are 
eligible for supplementary benefit. Among 
those who at present receive supplemen— 
tary benefit, the effect in some cases 
would be to replace Part of the means- 
tested benefit by a contractual one, but in 
others dependence on the supplementary 
benefit scheme would be ended entirely. 

(5) Single Parent Familiey 
108. It is proposed that a parent who has 
single-handed responsibility for a child and 
who is Within the scheme should receive 
the same rate of credit as-a married couple 
with the same family responsibilities. This 
arrangement would be particularly helpful 
to women who go out to work to support 
themselves and their children. Thus 21 W0— 
man with three Children Who was in 'this 
situation would qualify "for a credit of 
£ 12 a week; the effect of this, less 

the 30 per cent tax which she would pay 
on her earnings, would be to raise her 
income by £ 8.40 if her weekly earnings 
were £ 1‘2, or by i 7.50. if she were ear- 
ning £ 15. (At present her earnings would 
be supplemented by family allowances of 
£1.90 a week and she wéuld also be 
entitled to FIS of £ 5 in the first case or 
.f 3.60 in the second.) Such increased help 
would be available to many, although not 
all, of the people whose circumstances are 
being considered by the Finer Committee 
on One Parent Families. 
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REDUCED NEED FOR 
SUPPLEMENTARY BENEFIT 
109. One of the objects of the Govern- 
ment’s pension Proposals as set out in the 
White; Paper “Strategy for Pensions”, is to 
reduce the numbers of retirement pensio- 
nets who have to rely upon supplementary 
benefit. The improvement of the financial 
position of Pensioners with low incomes 
is an objective common to all political par- 
ties. There is general agreement also that 
the number' of people dependent on the 
supplementary benefit scheme should ‘be 

reduced rather than increased. If the tax- 
credit scheme were to remove a substantial 
number of people from: dependence upon 
supplementary benefit this would not only 
be widely “welcomed in itself, but would 
also ease the present pressure on the sup- 
plementary benefit scheme and create op- 
poztunities for improving the service Pro- 
vided for those who remain within it and 
for whom it can best gater. 
110. It is not now" possible however to 
Predict What effect the tax-credit scheme 
might have in reducing the numbers‘ on 
supplementary benefit. Much depends not 

~ only on the movement in supplementary 
benefit rates between now and the incep- 
tion of the tax-credit scheme, and on the 
levels of credits which are then selected, 
but also on other factors, such as changes 
in tents in particular. However, it can be 
estimated that if the scheme were intro~ 
duced now with credits at the illustrative 
levels given in this Green Paper and in 
conjunction with current levels of supple- 
mentary benefit, something like a million 
national insurance beneficiaries, most of 
them retirement Pensioners, might have 
their incomes raised above supplementary 
benefit levels. This would reduce the num- 
bers drawing a supplementary pension by 
over a third. 
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111. These figures Show the position as it 
might be at one point of time, (but cannot 
fully reflect the reduction which might be 
achieved over 3. Period in the numbers of 
people needing to claim supplementary 
benefits. Many such claims are for quite 
short periods; and the fact that they were 
no longer needed could both save the 
people concerned. 'frqm going through the 
relatively complicated procedures for esta- 
blishing title :tO a means-tested benefit and 
would mean a corresponding reduction in 
the work of administering the scheme. 
112. The need for supplementary benefit 
would continue under the new ‘arrange- 
ments if, because of a high rent or other 
special circumstances, a family were unable 
to meet their assessed needs from the 
combination of national insurance benefits 
and tax credits. At Present, however, if the 
level at which a family’s needs are assessed 
is relatively high as compared with the 
father’s previous take-home Pay, their sup- 
plementary benefit will be restricted to the 
level of his previous income; from full- 

time Work, under the rule known as the 
“Wage Stop”. The improvement which the 
tax-credit scheme would make in the take- 
home pay of low earners means that this 
rule would need to be invoked more rarely. 
The FIS scheme has already resulted in an 
appreciable fall in the number of wage 
stop cases. Tax credits would take this 
process further._ 

OTHER MEANS-TESTED BENEFITS 

113. For members qf the tax-credit scheme 
the need for family income supplement 
would disappear. And by increasing their 
incomes the scheme would reduce the 
numbers needing means-tested benefits of 
other kinds. It would not be possible — at 
least at the outset — to try to integrate 
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these benefits, which are intended for 
many different purposes, into the tax- 
'credit scheme. Nor would it be pragt’icable 
to set the level of the new credits éo_high 
that these benefits became unnecessary: to 
do _so would mean paying to taxpayers, at 
all income levels, credits which were Pro- 
hibitively costly. Moreover, the Poorest fa- 
milies would get only limited value from 
such higher credits because they would re- 
place existing sources of help, yet better- 
off taxpayers would get .the full benefit 
from the increases. 
114. These .othef secial benefits would 
therefore continue ‘as separate forms of in- 
come support alongside the tax-credit 
scheme. However the general improvement 
in income levels which taxvcr-edits would 
bring about should mean. some lessening in 
the use made of them; And since the net 
benefit which a family derived from the 
tax-credit scheme would be reduced by 
only-30p for any extra ii of earnings (as 
compared with 50 13 under the FIS scheme, 
or 80 p in the rare case where FIS entitle- 
ment and current tax liability overlap) a . 

larger proportion of increased earnings 
would be retained than is sometimes the 
case at present. 

SUMMARY 
115. The tax-credit scheme cannot of it- 
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self offer a complete solution to all the 
problems of poverty. But to those within 
it, and this includes the great majority of 
people at work and everyone in receipt of 
the main national insurance benefits, it 

offers the prospect of a system of family 
support which would be easier to under- 
stand .than the present one, which would 
provide its benefit largely automatically 
and which, being integrated with the tax 
system, would extend the benefit of tax 
allowances to People Who have insufficient 
income to pay tax. By doing so it Would 
relieve hundreds of thousands of pensio- 
ners from the need to claim supplementary 
benefit. It would also bring significant in- 
creases in income to a further three or four 
million pensioners who already have some 
margin, but‘ not a great one, above the 
supplementary benefit level, and would 
similarly- prove of great help to hard- 
pressed families of working age —— espe— 
cially those with children — many of 
Whom cannot be helped effectively through 
F18 and other means-tested schemes. Some 
means-testing —— and the flexibility Which 
only means-testing can secure — would re- 
main, but its role in the social services as a 
whole would; be reduced. These are sub- 
stantial gains, for which the Government 
hope the 'taX-‘credit scheme will be Widely 
seen as a welcome new departure. 
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Extract from the 1973 Budget Speech delivered on December 6,. 1972 by the 
Finance Minister Tun Tan Siew Sin to Parliament with respect to taxation: 

Revenue Meamre: 
Before outlining the actual proposals, I 
should make it clear that unless otherwise 
stated, every revenue yield' figure that I 
give is the estimated additional revenue 
for a full year. This is to avoid the mono- 
tony of repeating the words “per .annum” 
every time I give figures of additional 
revehue expected; The proposed measures 
are expected to provide a total of about 
~15 53 million of additional revenue in a 
full year. I shall d_ea1 first with indirect 
taxes. 

Stamp Duties . 

It is proposed to increase the rates of 
stamp, duties on certain instruments re- 
lating to the sale of property including 
shares, stocks and marketable securities. 

Charge; 01’ Mortgage;, Agreement; font 
Charge or Mortgage, Bonds, Covemnts, 
Debenturex, etc. 

At present the amount of stamp duty pay- 
able on charges or mortgages, agreements 
fog a charge or mortgage, bonds, covenants 
and others as specified under item 27 (a) 
of the First Schedule» to the Stamp Duty 
(Special Provisions) (Malaysia) Act, 1967 
depends on 4the 'value of the instrument. 
The rate is now :15 1 where the only or prini 
cipal security. for the payment or repay- 
ment of money does not exceed :15 1,000 
and $ 2 for each additional $ 500; It is 

now proposed to increase these rates to 
:15 2 and $2.50 respectively. 

Comma; N ate: 
According to its Present rate structure, a 
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contract note for shares, stocks or market- 
able securities in companies incorporated in 
Malaysia attracts a flat rate of 50 cents if 
the value does not exceed 33 1,000 and $ 1 
for others. The corresponding rates for 
such documents in regard to companies in- 
corporated elsewhere are $ 1.50 and 35 3 
respectively. The following features of the 
present rate structure may be noted. Firstly, 
it makes a distinction "between shares, 
stocks or marketable securities in companies 
incorporated in Malaysia and those in com- 
,panies incorporated outside Malaysia, Se- 
condly, the rates are specific and not re- 
lated to value at all. It is considered that 
the existing rate structure is, not realistic 
and should be replaced by one which is 

closely related to the values involved. The 
duty :is therefore to be changed to 51$ 1 for 
every :13 1,000 of the value of "any shares, 
stocks or marketable securities-in compa- 
nies, regardless of Whether their place of 
incorporation is in' Malaysia or outside it. 

Cow/6315277695, Agreements, Transfer: or. 

Ahmlzzte Bill: of Sale 
On a sale of. property other than shares, 
stocks or marketable securities, the existing 
duty is $ 1 for every $ 100 of the monéy 
value of the consideration or the market 
value of the property, 'whichever is the 
highar. The duty is now to be revised 'as 
follows: 
(a) For the first $ 100,000 of the money 

value of the consideration or the 
market value of the Property, which- 
ever is the greater, the duty. will 
remain unchanged at $1 ,for every 
.15 100'; ' 
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(b) For any amount in excess of 
31? 100,000, the duty Will.be .15 2 for 
every 3% 100; 

As Hon’ble Members will have noted, 
those who can only afford to buy property 
with a value of 35 100,000 or less need not 
worry about the Proposed change, but for 
those who buy property with a value of, 

say, 33 150,000, the duty will now be slight- 
ly more and I think Hon’ble Members will 
agree With me that those who can afford 
to pay that much should also be prepared 
to Pay a little more to the Government. 

S/mre Certificate: 
The existing duty is 20 cents for every 
share certificate irrespective of the value 
of the shares. This duty is very low and is 
now to be increased to $ 1-. 

Otber- Imtrumentx 
The opportunity is also taken to increase 
the existing rate of duty of 50' cents ,to 

$ 1 fdr every fire policy, third party policy 
or comprehensive policy. 
It is estimated that all' these stamp 
duty changes will bring in about $4.5 
million of additional revenue. This addi- 
tional duty will be borne by those classes 
of people who in our opinion are best able 
to do so. This is in fact, one area where 
we can justify increasing the duty rates, 

especially in the light of the considerable 
rise in the value of properties and the 
highly speculative dealings which are now 
taking place in the share market in in~ 

creasing quantity. 

Abatement of Income Tax 
in E4525 Malaysia

. 

Hon’ble Members will recall that when 
Malaysia was formed, an individual tax-- 

payer in East Malaysia with a chargeable 
income of not more than 35 50,000 per an- 
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num would, pay 40% less income tax than 
an individual taxpayer in West MalaySia 
with. the same amount of chargeable in- 

come. Today, this figure stands at 20%, 
but in 1973, it is proposed to reduce this , 

figure to 10%. This would mean that 10 
years after Malaysia, individual taypayers 
in East Malaysia would still pay 10% less 
income tax than residents in West Malay- 
sia in the $ 50,000 or less income group. 
We feel that this is not unreasonable, and 
is in accord with our undertaking that the 
level of taxation in East Malaysia would 
be brought up to West Malaysian levels in 
graduated stages. 

Income Tax — Scope of Charge 
Before I outline the tax. incentives which 
we intend to offer, I Wish to announce one 
very important change to be made to our 
income tax law. 
As hon’ble Members are no doubt fully 
aware, our income tax law Provides that 
not only income derived in Malaysia, but 
also from outside Malaysia Whether or not 
it is remitted here, is liable to income 'tax. 
This basis of taxation is commonly known 
as the “world income scope’l 
This scope of charge was introduced in 
1968 when the new unified Income Tax 
Act, 1967 replaced the three income tax 
laws of West Malaysia, Sabah and Sara- 
wak. Under the old. income tax law, the 
charge to tax was mainly based on income 
accruing in, derived from or received in 
Malaysia 50 that any income arising outside ' 

Malaysia was not taxable unless it was re- 
mitted‘to or received in Malaysia. This 
scope of charge to tax is usually referred to 
as the “derivation scope”. 
The Government’s decision 'to switch from 
the derivation scope to the world income 
scope in the new income tax law was based 
upon a number of considerations, mainly 
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fiscal and that based on equity. It was felt 
that the world income scope would widen 
the tax base thereby bringing in more re- 
venue to the Government. From the equity 
point of View, it was considered that a 
resident should be taxed on his total in- 
come Wherever derived so that the tax 
burden would be equal. It was [also felt 
that the- world income sc‘ope would dis- 
courage our people from investing abroad. 
The Government has for quite some time 
now been examining critically again the 
merits of retaining this basis of taxation. 
From the revenue point of View, the world 
income scope has not. been particularly- suc- 
cessful in Widening the tax base and there- 
by increasiflg, revenue owing to difficulties 
in enforcement. Indeed, the world income 
scope legislation is much more complex, 
and this coupled with the need for multi- 
ple double taxation agreements tend to 
affect adversely the quality of the work of 
the assessment section of the Inland Re, 
venue staff with consequential effects on 
revenue yield. In regard to the objective 
of- making it less attractive for Malaysian 
residents to invest abroad, it 'is doubtful if 
this objective .can be attained since invest- 
ments are more often than not made 
abroad regardless of tax considerations pro- 
vided that the net returns are attractive 
enough. 
On the contrary, the shift to the world in- 
come scope of charge has been counter- 
productive in this respect. Many of our 
larger companies have surplus funds and it 
is customary for such companies to invest 
a certain proportion of such funds over- 
seas. This is nothing unusual because all 
over the world the large multi-national 
corporations diversify their investments, 
both structurally and geographically. 
This, is a worldwide and accepted practice. 
In the case of Malaysian companies they 
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have only to form subsidiary companies 
in Singapore and we would be deprived 
of both income tax and development fax 
which but for this would have accrued to 
Malaysia. It will be seen that because of 
our world income scope Malaysian com- 
panies siting their subsidiaries in Singa- 
pore would also stand to benefit by avoids 
ing the higher rate of Malaysian tax. This 
is perfectly legal, in ‘fact is done' openly, 
and is reported in the annual directors’ re- 
ports and accourits issued ‘by‘ such compa- 
nies, and we have reason to believe that the 
tax lost .in this way is far greater than the 
additional tax which we have obtained by 
the world income scope. In fact, the addi- 
tional revenue gained. by the change to 
world income scope has been of the order 
of only about .15 3 million. annually, which 
is clearly only a small portion of What we 
should have got had we been able to en- 
force this provision of the ‘law properly. 
It is easy to understand why it is difficult 
to enforce this provision adequately be- 
cause the Government clearly is in no 
position to check tax evasion practised out- 
side Malaysia. 
In any case, even the merits of this objec- 
tive need closér examination now. Divefsi- 
fication of investments abroad by both 
Malaysians and foréigners' resident in 
Malaysia is perhaps not an undesirable 
objective in itself in present circumstarices. We should not discourage it if our aim is 
to make Kuala Lumpur a major investment 
cer'ltre, in which case we' will have to 
allow a two-way flow of investment. If 
we can maintain political and economic 
stability, there is no reason Why Suhh a 
policy should not result in a net gain for 
us in this field. 
Indeed, the world income stope could 
inhibit to some extent the acceleratidn of 
Malaysia’s industrialization and develop- 
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ment programme by acting as an impedi- 
ment‘to a greater inflow of capital, skill-1 

ed personnel and expertise. It is well for 
us ‘to remember that we should not only ~' 
aim at attracting investments in manufac: 
turing and extractive industries, we should 
also aim to attract service industries like 
consultancy services and, even more im- 
portant, increase the importance of Kuala 
Lumpur as a major financial centre for 
this region as well. For the latter purpose, 
confining the scope of income tax to the 
derivation scope would undoubtedly be- 
come a factor in our favour when an inter- 
national institution has to choose between 
Malaysia or some other country' in this 
region. It is imperative that we should do 

'all we can to make the Malaysian invest- 
ment climate as attractive as possible, par- 
ticularly when there are other developing 

\ 

countries nearby competing for foreign 
capital and expertise. In Particular, we 
must remember that Singapore is on our 
doorstep. Indeed,- it is less than 2 miles 
from Johore Bahru. Under such circum- 
stances, it would always appear more at- 

tractive, bearing in mind that companies 
there do not have to Pay development tax, 
while the company rate in Singapore is nb 
higher than that in Malaysia. This is a 
fact of life with which we have to'live. 
On balance therefore the Government has 
decided to abolish the world income scope 
of charge to tax in. the Income 'Tax Act, 
1967 and to replace it by the derivation 
scope, and'this is to be made effective 
from year of assessment 1974. It is not 
possible to effect the change [in 1973 for 
administrative reasons. 

Tax Incentive! 
I now‘ come to the area Where the Govern- 
ment will sacrifice reVenue in aide: to 
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provide a greater impetus to economic 
development. 

Development Tax 
The amount of development tax charge- 
able for a year of assessment on a Person 
having a development source is an amount 
calculated at the rate of 5% of every dol- 
lar of his development income except that 
in the case' of a company, a minimum de- 
velopment tax of $ 500‘ is payable. In the 
case of companies} which do not or are 
not likely to have a substantial paid up 
capital .and in the event that there is little 
or no development income for any year of 
assessment, payment of the minimum de- 
velopment tax of' $ 500 could be a serious 
strain 'on the. financial resources of such a 
company. This is Particularly true (if many 
Malay companies. It should also be noted 
that individuals who are Partners'in part- 
nership businesses are no longer subject 
to the minimum development tax of $ 100. 
With a View to providing some relief for 
thé small Malay companies, and generally 
to encourage the formation of evén small 
companies, if; Is now propdséd to reduce 
the ekisting minimum development tax of 
$5 500 
(a) to .15 100, where the paid up capital 

as at the end of the basis period of 
the company liable to the tax was not 
more than $ SOQOOO; and a 

130‘ $ 250; where the paid up capital as 
at the end of the basis period was not 

. mdre than $ 100,000. 
The "revenue loss is estimated at about 
$ 200,000 for‘1'973. 

(b) 

T 4x an Interest Derived by N on-Rexz'dentx 
Hon’ble Mémbers will recall that in my 
last Budget'speech, I announced a reduc- 
tioh in the tax payable on interest paid to 
a non-resident Person from 40% to 15% 
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on the gross amount of the interest, pro- 
vided that the loan or indebtedness giving 
rise to the interest is made or incur-red 
for development purposes or for capital 
equipment required for development pro- 
jects in Malaysia, and also provided that 
such loan ordndebtedness is approved by 
the"Treasury. As I explained then, this 
move was designed to make foreign bor- 
rowing cheaper. It is now proposed to go a 
step further in this direction by removing 
completely this rate of ;5%. In respect 'of

‘ 

other loans, that is, loans which do not 
qualify for the complete tax exemption, the 
tax ‘onxintere‘st payable to non-resident per- 
sons :on‘ such. loans will be feduced from 
the present rate of‘40% to 15%, but on 
the basis of ‘ the gross amount. These 
changes will take effect frdm lst January, 
1973 ahd will apply to any loan ihCutred 
on or after that date; 

Tax Incentives for Export! 
Industiialization in Malaysia has now 
reached the stage Whene greater efforts 
must ‘be made to export our manufactured 
goods. This is obvious when 'we have gone 
as far as We are likely to go in the matter 
of import substitution. In order to accele- 
rate .the development of export~orientated 
industries the existing export incentives 
Provided in the Investment Incentives Act, 
1968 have been reviewed and a more ge- 
nerous and effective scheme of export in— 
centives will be introduced. 

Export Allo‘wance 
The present export allowance provided 
under the Investment Incentives Act is to 
be made more liberal. The proposed ex— 
port allowance is by way of a deduction 
from gross income in arriving at adjusted 
or taxable income. The amount of the 
allowance is 5 cents for every dollar of the 
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increase in the-export sales of a taxpayer, 
such increase being the excess of his total 
export sales of the. year in question- over 
his average annual export sales of .the 5 
immediately preceding years,-. except that 
(a) where therewere export sales‘in only 

4 immediately preceding years, "the 

average annual export. sales will be 
the average of those 4 years; and 
where there were export sales in only 
1, 2_ or 3 immediately preceding years, 
the average annual export sa-‘les 'Wfll 

‘ 

be, one-third“ of the total export sales 
of that 14 year or of those 2, or fi 
yearsgas the case maybe. ' 

Where there were no export. sales in the 
immediately preceding yea’rs (Le. Where 
the taxpayer first commenced to export 
only during the year in question), the ex- 
port allowance will be 5 cents; for. every 
dollar -of his total export sales for that- 
year. To encOurage the greater use of do- 
mestic materials or components; it is also 
proposed to increase the allowance to '8 

cents :for every dollar in respect of exports 
of Products incorporating not less than 
50% of domestic materials Or components: 
This concession is to apply to all industrial 
products, including products which‘liave 
been Processed furthermthan necessary for 
purposes of transport. The export of Pri- 
mary products will not therefore qualify 
for the proposed allowance and these in- 
clude tin in the form of ore, ingots or 
slabs, natural rubber (crude and process- 
ed), crude palm oil, palm kernel oil and 
palm kernel, crude coconut oil, copra and 
coconuts, logs, sawn timber and wood 
chips, mineral ores and refined metal, pre- 
cious metal and Precious stones (unmount- 
ed), crude Petroleum and petroleum pro- 
ducts, marine products not further Process- 
ed than- necessary for transportation, tea 
leaf and tea dust, spices (raw and unpro— 

(b) 

2535



MALAYSIA , 

cesgedz), raw hides. and" skins. and tapioca 
roots and chips. A pioneer company, after 
the. expiry of its. tax ‘rglief' Period; will also 
be eligible tesqualify for, this 

. 
proposed 

export. allowance. .It is‘ intended. that (this 

new scheme of' export incentiVes, will be 
reviewed after it: has been: in operatibn for 
3.-years; or earlier: if necessary; 

Income Tax (Promotion of Export) Rule}, 
1968 
To achieve our objectives, it wi11.also be 
necessary to liberalise- the Income Tax 
(Promotion of Export) Rplés, 1.9.68 accor- 
dingly». The proposed changes will become 
effective from year of assessment 1973, 

Licemed Mamzfacmring Ware/game: 
It is, also proposed to: offer further cus- 

toms, facilities: to promote: exportsori‘entated 
industries. The introduction of 'the' Free 
Tfade» Zones Act, 1971 enabled the Go- 
vernment to establish. free‘ trade‘zones: A 
company setti'ng up a factory in such an ' 

area can‘ obtain exemption from castoms 
and excise duties and sales, tax on all' goods 
brought into the area except those goods 

_ 

which are specificaIly and absolutely pro- 
hibitedI by any written law. In addition; 
the movement of goods is subject to} the 
minimum of customs procedures and: su- 
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pervision. All these facilities are designed 
to assist exporters of industrial Products 
to, be more competitive in the world mar- 
ket. Recently, interest has been shown by 
a number of companies in establishing 
factories for the manufacture of products 
mainly for export in areas where the set— 
ting up of a; 1free‘ trade Zone is neither 
practical not desirable; To enable ‘suéh 

companies to do this, it' is now proposed 
to amend the Customs Act, 1967 “to enable 
’the establishment of licensed manufactuzing 
warehouses. 
A'tj preéent, section 65 of the Customs Act 
already provides for warehousing facilities. 
All goods imported into such licensed 
wagehousesv are not subject to, CuStOffis 
duties until they are released from bond. 
The'proposal now is to allow manufacturing 
activities to be carried on as well. To this, 
extent, customs facilities Id be made avail- 
able in such warehouses will be comparable 
to those obtainable! in a free trade zone. 
The proposed customs facility 'w’ilL not 
only provide a further inceritfive to the 
growth of export-orientated industries, it 

Will; also encourage ‘the. dispersal of in- 

dustries away from the major urban areast 
thereby bringing employment opportunities 
.to our people in‘ the smaller 'towns .and the 
rural! areas. 
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BELGIQUE 
Conséquences fiscales de la cession, par unc personne physique, 

d’actio‘ns on parts d’une société assujettie 5. 1’1. Soc. 

Circulaz're dz; 6 décembre 1972 (R19. 421/261-252) 

En ‘présence .des hésitations qui ont surgi 
ces ‘derniers temps, quant au régime appli- 
cable matiére d7Imp6t .sur les revenus au 
produit de‘ l’aliénation, par une Personne 
physique, d’actions 011 parts 'd’une société 
fissujettie é l’I.Soc., I’Administration estime 
oppbrtun de dormer, au sujet de ce ,pro- 
bléme, les précisions qui suivent. 
Dans l’état actuel de la législation, une 
"telle opératic‘m — qu’elle ait trait ‘a des 
titres cotés en bourse on non — doit étre 
considér‘ée comme ressortissant a priori :31 

la gestion du patrimoine privé du cédant. 
Dans I'e chef de celui-ci, 1a taxation du 
profit réalisé é, l’occasion de la cession de 
titres peut toutefois'é'tre envisagée quand': 
-—- i1 s’agit d’un ensemble d’opérations suf- 

fissamment fréquentes let liées entre elles 
pour constituer une .activité continue et 
habitualle, qui doit étte considérée 
comme une occupation lucrative au 
sens de l’art. 20, 3° C.I.R. (cf arrét 
de la Cour de Cassation du 6-5-1969, 
en cause GRAZIA Jacques et Baron 
Guy de MESMAY, B.C. n° 475, page 
1043); — l’opération, effectuée au dehors des 
bourses de valeurs (cf. Com,I.'R., 67/7, 
e), a un caractére spéculatif — par 
exemple. cession d’actions précédée d’un 
achat d’une partic de ces titres au 
moyen vde fonds empruntés (voir par 
analogie arrét de la Cour d’appel de 
Liége du 1-9—1971, en cause ONCLIN 
Henri, B.C. n° 500 page 1570) — 
auquél cas 16 profit en résultant doit 
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étre tax‘é comma un tevenu divérs *visé 
é l’att. :67, 1° C.I.R. 

L’attention est attitée au surplus ,sur le ‘fait 
que l’aliénation d’une participation assu- 
rant 1e 'contrélé. effectif d’une ,société Pent, 
dams ceztaines circonstances, s’ana‘lyser 
'pour‘ une quotité Plus on moins 'importante 
:du prix obtenu — en une distribution dé— 
,guisée de dividendes. 
En effiet, par arrét du 5-6-1970. en cause 
SA. «Laiterie‘ de la Wiltz», 1a Cour diap- 
pel de Liége a rdécidé que lorsqufil' appa- 
rait que file ohangernent de forme jutidique, 
l’augmentation du capital de la société née 
de la transformation, la‘ cession par les 

act'ionnaites de leurs titres et les autres 
conventions intervenues, :n’ont eu d'autre 

but que de permettre la distribution, sous 
le couvett ‘d’une‘ majoration du prix des 
titres cédés, du produit de la, ‘cession des 
éléments immatériels de la ‘société, is. dif- 
fé'rence entre la prix devenvte des‘susdits 
titres et la valeur de lfa‘voir .social doit 
étre considérée comme un dividende dissi- 
mulé et attribué aux actionnaires (cf. B.C. 
n° 488, page 1501). Une sentence ana- 
logue avait déjé été prononcée par la Cour 
d’appel de Gand_ dans son arrét du 26-6- 
1962 en cause S.A. «ChiCorée Jacobs» (cf. 
B.C. n° 396, page 859).

’ 

La jurisprudence visée '21 l’alinéa précédent 
trouve son application dans les cas de ces- 
sion de titres (en régle générale, non cotés 
en bourse) 01‘1, compte tenu des clauses 
mémes de la convention éventuellement 
avenue entre les parties et/ou des éléments 
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He féit qfii se rattachent'é cette cession,‘1es 
services ‘de taxation sont fondés 2‘1 conclure 
qu’une personne (en un groupe de Fer- 
sonnes agissant en accord étroit) a — par le 
biais d’une vente d’actions ou parts émises 
par une société aommerciale - abusive- 
ment réalisé tout ou partie des 'éléments 
immatér‘iels (fonds de commerce, clientéle, 
marque de fabrique et autres droits incor- 
porels) compris dans le patrimoine de 
l’étre juridique; 
Dans cette éventualité, on 'doit‘considérer 
glue lerou les cédants‘ ont fait usage de la 
position de force qu’ils ont.au sein‘ de' la 

, société émetttice des titres 'vendus pour 
faire Idisparaitre du patrimoine de celle-ci 
les éléments immatériels dont il s’agit,‘avec 
comme con'séquence que ‘ ces .derniers ne 
serdnt plus s’usceptibles ‘de donner lieu ul- 
rtérieur'ement 2‘1 constatation dexrevenus tax- 
ables dads 1e chef de ladite société, soit en 
tours d’exploitation, soit lors de sa liqui- 
“dation. 

Tel est lé cas notamment dads les sociétés 
de famille quand: 
~— Ala cession des actions a pour effet que, 

~21 plus ou-‘moins bref dél'ai, la. société 

I 

-dont‘1es.titres ont été vendus réduit ou 
' 

cessé ‘totalement ou partie‘llement- son 
. activité ouxen‘ mo‘difie fondamentale- 
ment la nature; 
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~— le ou les cé'dants se sont personnelle- 
ment engagés £1 renoncer 2‘1 l’exercice 
d’une ou de plusieurs activités sans les- 
quelles la ‘société n’est pas £1 méme de 
réaliser son objet social. 

11 importe peu, en l’occurrence, que les 
acquére‘urs des actions soient des personnes 
physiques ou des personnes morales. 
*Le montant du dividende occulte A prendre 
en considération peut étre évalué par titre, 
'sauf preuve contraire é. fournir par 'le con- 
tribua'ble, :5; 1a différence ‘efltre 1e far-ix uni- 
tairexo'btenu et la quotité que ce titrevfe- 

présente par rapport 2‘1 121 valeur réelle de 
l’avoir social net qui~ ‘est censé subsister 
apprés l'opération de cession. 
Les services de taxation des sociétés de— 
vront faire preuve, 2‘1 la fois, d’initiative et 
'de ‘discemement dans la recherche et 
l’examen des circonstances et conséquences 
inhégentes aux cessions de participations 
majoritaires dans .des sociétés commerciales 
belges, afin que la jurisprudence prérap- 
pelée' soil: judzicieusement appliquée. 
Les contréleurs en chef des personnes phy- 
siq‘ues qui ont connaissance de transaétions 
de I’espéce, doivent' en informer leurs col- 
légues des soci'étés et s’enquérir ‘si, et éven- 
tuellement vdans quelle mesute, H y‘ a ma- 
tiére £1 taxation des cédants sur la base de 
cette‘ jurisprudence. 
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* 
, ARflcLEs 
KAZUO KINOSHITA *: 

THE USE OF TAX INCENTIVES FOR EXPORT BY DEVELOPED COUNTRIES— T'HE JAPANESE CASEM 
I. DEVELOPMENT OF THE TAX 
MEASURES FOR EXPORT-PROMOTION 

1. Background of the Problem 
(1) The rapid growth of Japanese econo— 
my during postwar period, especially after 
1955, was mainly led by the high business 
equipment investment motivated by the in- 
troduction of the technological innovation. 
Contributed for the economic growth are 
the peculiarity of Japanese social and eco- 
nomic conditions, such as the existence of 
abundant supply of labour with high quali— 
ty, suitable level of the social Overhead ca- , 

pital corresponding with private economic 
activities, special financial system to supply 
ample funds to Private business coupled 
with the cheap money~ policy. 
In addition, it should also be pointed out 
that the restrictions on “imports, 'capital 
movements and foreign exchange trans- 
actions severed ]apan to a semi-closed eco- 
nomy for a considerably long time. 
One of the fundamentally important fad— 
tors which” characterize Japanese economy 
is that it is largely-dependent on the im- 
ports of raw materials and fuels. As a re- 
sult, to maintain a steady econgmic growth 
in parallel with other advanced-industria- 
lized countries, necessarily requires the 
augmentation in exports which should ba— 
lance with the imports growing at approxi- ' 

mately the same rate with GNP. 
For about ten years since 1955, however, 
deficits in the balance of payments were 
the impediment to the economic growth. 
There had repeatedly been vicious circles 

Bulletin Vol. XXVII, July/juillet ho. 7, 1973 

in the sense that a domestic economic boom 
caused the balance of payments deficit, 
which in turn led to monetary and‘ fiscal 
retrenc‘hments to correct excessive activities, 
thus retarding into a recession. 
(‘29 In the latter half of the sixties, Ji- 
p'anese ecopomy underWent substantial 
structural changes. In the first place, the 
gap in the technology and productiv’ities 
between largezscale enterprises and. small- 
and medium-sized ones has been widened. 

‘S‘econdly, excess capacity has Iloomgd in 
the investment goods sectors, and ’insuf- 

‘fsicier‘lt sfipply capacity ingthe consumer- 
goods sector has appeared. These two fac- 
tors brought about a continfious rise in the 
consumers pfic‘es.‘ Thirdly, 'the lag in the 
social overhead capital as against rapid in- 
crease in the private capital formation gave 
rise to Worsening of- ecolbgical environ- 
ment and deterioration in .the investment 
efficiency. Fourthly, imbalahces in the eco- 
nomicwdévelopment among various local 
areas came'o’ut; and finally, the financial 
conditions of the business Were aggravated 
and their turnover ratio of; total liabilities 
and netlworth has deteribfated. 
The balance of payments, however, has 
'turned to "show a éontinuofis surplus trend 

* Professor, Debattx’n‘ept of Economics OSAKA 
Ufiiversity; Member of the Advisory Board :of 
the International Bureau of Fiscal-Documenta- 
tion. 7 

** Paper presented at the XXV Congress of 
the International Fiscal Association-in Washing- 
ton DC. in October 1971 in the Seminar on 
Export Incentives. ' 

‘ ‘ 
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JAPAN I'DEVELOPED‘COUNTRIES': TAX INCENTIVES 

on account of the expansion of the trade 
surplus (Table 1-1). These developments 
required to explore new policy measures to 
attain both internal and international .ba—~ 

lances in a quite different way as compared 
with those in the past. The theoretical 
reasoning of the economic growth con- 
sistent with the surplus trend of the ba- 
lance of payments differs from economist 
tor‘econormist; Our "own opinion in this 

respggtzi5. that, in the case .of the Japanese 
economy, exports have been shifted to 
those commodities with high elasticity of 
demand and their average prices have ‘re- 
latiyely declined in the course of the eco- 
ngmic growth, and that ’the increase in

‘ 

price elasticities of demand for imported 
Lgpod strengthened the Possibility for im- 
port-substitution. 1 

F0; these_twenty-five years, the high rate 
of capital ‘formation, which enabled to 
achieve the innovations of technology, has 
worked aé a main driving force to the eco- 
nomic growth. The expozt structure has 
also changed :to rely heavily on heavy and 
chemical indusfries, which are well adapt- 
able to meet the growing impoxt demands, 
-of the rest of the World. Thus, to have; 

1. H. Johnson, “Fiscal Policy and Balance 
of Payment‘s” in Reading: on Taxation ifi De- 
veloping Countries, 'R. M. Bird and Q.Oldman, 
‘(eds;), 2nd' ed;, Baltimore, 196.], 1p. “SS'ff. 

Figure, 1-1. Change: in the Unit‘PriL-e and Volume of Export: of Selectd Cgfizgzziiig: 
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' KAZUOKINOSHIT'A
‘ 

Figure 1-2. Unit Price 4124 Volume of Export: and Productivity of Selected Comz'ériej 
k! a . 
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(Note) Rates of Increase Show the average-of 64~69. 
(Sources) UN —— NBS, ILO-Lab’Or Statistics, IMF — IFS 
built up a condition Where the so-Tcalled 
“Leontief Paradox” can be applied was 
considered one of the most fundamental 
factors for export-promotion. Extension of 
the commodities w‘hich’have comparativé 
advantage has. been associated with 'the 
general decline 'of prices including .th05e 
of export goods, and this was caused by 
the reduction of cost which was enabled by 
‘the continuous increase in productivity as 

‘ 

well as the moderate rate of the rise in 
‘ 

wages (Fig. 1-1, 1-2; Table 1,--2). 2 
This jUStifi‘és the explanatiqn'that the com: 
parative advantage in exports was, brought. 

‘ about primarily by’and in .the course .of’ 
the process of ecOnomi'c‘ growth. 3 In ad- 
dition, it should be pointed out that the; 
restrictions on imports, capital movéments 
and foreign exchange' transacfions, as 
mentioned-above, formed an instit'ution‘a’l‘ 

framework which played an important role 
for the growth. - 

2. Hixtorjr of Tax Incentive Meagm'ex, 
for Export Proniotz'on 

(,1) Tax incentive measures for export- 
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promotion. were originally introd’uCed in 
1953. These measur‘eScwene, composed of: 

I 

(1'). Export In'come Deductions: Income de- 
duc'tion ‘of either 3% of export re- 
venue or 50% of the; income from 
export, whichever the lower. 

(1U Resegve 'for ‘Losses from Exports: In 
' order to recover losscé arising from 

exports,- the accumulation of certain 
percentage of the export amount is 
a‘llovi‘zed as a nomtaXable rcserve. 

In 1957 and 1961, measures such as raising 
,the rate of income, deductiOn were taken 
as part fof the comprehensive policy 

2; T,.‘Negishi arid F. Watanabe, Nippon no Boeéi 
(fdprmese Foreign de), Tokyo, 1971, pp 4-9. 
3. HtKanamori .remarked that if the term 'Yex- 

port-led grBwth”, as in C. P; Kindlebergeg’s Ho'- 
xeign‘ Trade and the Natian‘al Em'rzomy, New 
Haven, 1962, means that the domestic economic 
dqvelopment was stimul'afed from abroad and 
the resultihg rapid increase in q’xports, this Is 

not the'case for'Japau (H.Kanarfiori, “Econo- 
mitowth and Export”, Nippon 'no Keizai 
Seicb‘o (Iapanéxe' Economic: Growl/J), Tokyo,- 
1967, pp. 294-5). ‘ 

V275



fLZ. Table 1-1. Balance of Payment;

~ 

(Source) Bahk of Japan, Monthly Report. 

(US. 55 million) 

‘ 

l 

_7 
Goldéz 

I; ‘ c ‘2, Long- 
; “Short- v Foreign 

_ 

-C;urrcnf . Tghdé‘ r » 
5, Term Balance ‘ TermL." Errors& .Over‘all ‘Exchange 

'Ba'lgnce 
1 
Balance .Exports Imports I: Services Transfers, Capital Basic ‘vCapitaL 'Omissions Baladce Reservé 

.1961. “A '982 A .553! ' 4,149 4,707-_A1 383'. A ‘ 4.1 :A 11 A 993 2‘1"; 20', A 952 A 338 
'1 62 A 48} 401 4,861‘ 4,460 IA 420, Al 29 17.2 124 '107 ‘ 

6" 237; 355 

-63 A 730 A466 -5,391 '5‘,557 A 569- A -45 467 A 313 ~ 107 45‘ A 161 37 

"64 A 480 377 6,704 
" 

6,327 A 784 A 73‘ '107 A 3.73 ’234 10 A 129- 121 

,65 932: 1,901; 8,332 6,431 A 884 A, 85 “Am 517 A 61:? A 517"" 405’" 7108 

“E. 66 1,254, 2,275 : 

9,641" 7,366 ‘A 886' A .135 5A 808 
_ 

446 A, 64 2A 45- 337 A 33 

f: 67 A 1903‘ -1,160 110,231. 9,,071'A17,172 A 1718. 8.12 -A1,002 * $506 A 75’ A 571 A 69 
0 ~ 

‘ 

~ 
. 

, ‘ 

- ‘ 

g4 
68‘ _1,048 '2,529*12,751‘10‘,2221A1~,306 A 175 ;A 239 309 209 84 1,102 886 

69- 2,1197 r 3,699 ‘15,:679j11‘5980'A1',399: A 13.1 ‘A. 155 1,964 L. [1781‘ 1.41 2,283“ 605‘ 

I: 
, 

'70 1,970. 3,963 .18,969‘115,006‘.A1,785 ;A 208 -A1-,591 379 j724: 271, 1,374, 903 

Bi
‘ 

«if

3
fl 
5'.) 

a: 

SHALLNEIDNI 

XVJ. 

=sammnoo 

(Mamet-Am 

/ 
NVJVI



em 

‘L 

m: 

:aIIInE/Arnf 

‘IIAXX 

'IOA 

“Hanna 

CLZ

~ 

Sable-12. Change; in Comparative Advantage 
Rate of 

. 

Eqfii‘p- Labor‘ 
I 

. 
‘ 

Elas- 
'Equip- 

_ 

Change in mént Produj Export 
, 

ticity 
'5

. 

meat Labor ‘ 
Compara. Invest- tivity 'Prices EXP° GNP (B) (C) (D) x (E) 

Invest- Produc-Expor; tive ment . —— —— —— ' -— 
men: ‘tivvity Prices Exports GNP Advantage (A) (B) , (C) (D) - (E) (A) ‘ (A) (C) (A) 

L 0.80 0.81; 135 .056 0.53 51~54 1.7 4.4 A,‘ 5.8 6.2 
' 

14.7 . 
2.6 A 3.4 A 1.1' 8.6 

I 
I 

V, 

54~62 14.5 2.1 A 2.2 9.7 6.6 0.1 A 0.2 A 4.4 0.5 
U'Sr-A' 58- 1'00 1'00 1'00 1'00 1'00 62~65' 2.5 3.8~A 2.1 10.8 3.2 

a 

- 1.5 A 0.84_A 5.1 1.3 
67 2.34 1-50 0-17 r2-06 1-69 65~67 15.9 10.1. A 1.1 3.5' 7.6 0.7 A 0.1‘ A 3.2 0.5 

. 51 0.69 1.41" 0.58 0.5.3 51"“541 4.0 10.2 A 6.8 5.8 14.2 2.6 A 1.7.‘A 0.9 3.6 

’ 

. 

- 

‘ 

, 

- 54-62‘ 10.6 3.8 A 2.3 9.7 7.2 0.4 A 0.2 A 4.29 0.7 
58‘ 1'00 1‘00 1'00 1'09 1‘00 62~65 0.2 2.1.A 3.3» 12.6- 4.2‘ 10.5 A16.5A 3.8‘ 21.0 
67 

, 

L99 L46 0.84 
‘ 

2-41 1-90 65~67r 9.8 ms A 1.1. 8.8 10.4 1.1‘1A 0.1 A 8.0‘ 1.1 

51 0.87 0.70 1.54 0.59- 0.60 51'~54‘ 0' 3-7 A 5-5“ 5-6 13-7 — —A1-0? —‘ 

‘ 
. 

‘ 54~62 7.8 4.2 A 5.0] 6.9 4.3 0.5 A 0.6 A 1.4 0.6 
France 58 1'09 1'00 1'00 1'00‘ “’0 62~65 0,4, 3.0 A 3.2 8:0 3.3% A 7.5 8.0 A 2.3- 8.3 

67 1-79 1.35 0-80 1-63 1.63 65~_6~7 5,8 7.0 1.3‘ 4.5 7.6; 1.2. 0.21 3.5‘ 1.3 

west 51 1.00 0.93 1.35, 1.21 .079 51~54 A. 1.4 A69 A 7.7 8.9 1.8‘ 1.1“ 1.1'.‘ 6.4 
'1 

' 

‘ 

5_'4~62 4.6 A 0.5; A 1.7 2.2. 2.6’ A 0.1-A 1.3 A 1.3 0.6 
Germany '58 1'00 1'00 1'00 ‘ 1'00 1'00 62'~'65 0.5 0.3 A 1.8; 8.4' 3.1 0:6 A 4.7 A 4.7‘ 0.2 

67 1.95‘ 1.12 1-05:_ 1-47. ‘1-68 65~67. 18.0 ~ 7.5 1.7‘ 0.9 10.7' 0.4 0.5 0.5. 0.6 

51 Q80 , 0.94. ‘103 Q74 51~54_ 1.7‘ 2.4-, A 1.6' 6.5 11.3' 1.4“ A 0.9 A 421‘ 6.6 

, ‘ 

’ 
' 54~62 6.7 A 0.3 0.7 0.7‘ 3.9; A 0.0 0.1 1.0. 0.6 

Italy 58 
‘ 

1'00 1'00 Loon 1'00 1'00 62~65 10.0. A 1.0 1.7‘ 3.7; 4.2 0.1! "1.7 2.2, 0.4 
' 67 2-14‘ 1-08 1-05 1-08 1.56 65~67 6.4 6,1 2.5 1.1‘ 6.4» 1.03 0.4 0.4. 1.0 

Five- 51 056 075 1.35 0:65 30.55 5.1~54' 3.4 5.9 A 57 ‘1206 14.2, L7 A 1.7‘ A 0.7‘ 4.2 
. 

" 
_' 

' 

‘ 54~62 11.1, 2.4‘ A 2.3 7,4- 6,1- 0.2 A 0.2 A 5.2 0.5 
Countae; 58 1.00 1.00 1.90 1.00 1.00 62~65 1.4 '15. A 22 9A} 3.2 M A 1.6 A 43“ 23 

.67 2.11 4.35‘ 0.37 
‘ 

2.92. 1:69 _65~<67 11.0 ‘93 A 0.6 3.8 8.0{ 0.8A 0.11: 6.3- 0,7 

VLIHSONIX 

OflZVX



JAPAN [DEVELOPED COUNTRIES: TAX INCENTIVES 

measures to improve balance of” payments. 
(2) In April 1964, when Japan accepted 
thpDcclaratign for the Total Abolishment 
20f Subsidies' for Secondary Products, the 
past. measures were suspended and the fol- 
lowing three méasures’ were newly intro- 
duped: 
‘(i)_ Special Depreciation for Exports 
‘(ii) Reserve for Overséas Market Deve- 
. 

Iopment 
'(jii) Sp'écial Deduction for Income from 

' Overs_eas Transaction of Technology, 
etc. 

‘fi‘iesg méasures were lessentially thé
- 

defermént- bf taxation and are considered 
-t_o: help promoting the international corn- 
peti‘tive power by indirectly giving credit 
to the business, and, therefore, in a Way 
to lei them enjoy direct? subsidies for ex- 
ports. 4 

I ' 

Special Depreciation for Exports is to allow 
an acéelerated depreciation for improve- 
ment of ‘ equipment. The Reserve for Over- 
seas Market Development is the accumu- 
lation Of reserve for the expenses required 
.to develbp overseas markets, and the Spe- 
cial Deduction of Income from Overseas 
Transaction of Technology, etc. is designed 
for the promotion of science and techno- 
logy and for the encouragement of inter- 
national agricultural Products. 
(4) In 1958 .there were expansion of spe- 
cial depreciation and reserves f0: enter- 
Prises'contributing to export-promotion. In 
the tax reform of 1971, however, these 
three? measures were substantially .cur- 

tailed,_ in light of .the recent balance of 
payments situation. 

3, Prexemf State of Tax Mantra: 
for Export-Promotion 

(1) Accelerated,Depreciation
‘ 

Special depreciation on the fixed assets 
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owned by a corporation deriving income 
wholly or partly from specified “overseas 
transactions" or “overseas transactions of 
technical services”. 
In this case, depreciation allowance may 
be increased until March 51, 1974 by an 
amount calculated in the following for- 
mula: 

proceeds from specified 
"transactions" in the 

Ordinary preceding accounting period5 80 
depreciation x x ~—=——-— 
allqwance total revenue in the - 100 

preceding gccpunting period5 

(2) Reserve for Overseas Market‘Develop- 
ment - ~ 

Provision for the cost of overséas market 
development may be deducted as expenses 
until March 315 1974, if 

_ 
a corporation 

derives income Wholly or partly from 
“overseas transactions". 
The main items of “overseas .fransactions" 
are as follows: 
(21) Export of goods 0;: sale of goods to 

an exporter; 
(b) Processing of goods by the order of an 

exporter; 
(c) Large-scale repairing of ships paid, 

directly or indirectly, in foreign cur- 
rencies. 

The maximum amount deductible is the 
following percentage of the Egoceeds from 
'such overseas transaction in the preceding 
accounting period (the second preceding 
accounting period in the case' of a cor- 
poration with an accounting period of less 
than a year). ‘ 

'I..' 

4. Income deducticm as a kind of tax’exemption 
is also partly granted, but‘. it is all concerned 
with the export‘of techniques and ptimary pro- 
ducts, not with secondary products 
5. In the case of a corporation with an account- 
ing period shorter than a year, the second pre- 
ceding period. 
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(a) In the case of export of merchandise 
“ purchased from others. ‘

‘ 

,(i); ‘For corporations with "a capital 0 
not more than 100‘ million yen .. .. 
1.7% 
(ii) For cqrporations with a capital 
of not. more than 1,000 million yen 

_ 
‘...1.o% , 

(iii) For corporations with a capital 
of Over 1,000 million yen . . .0.5% 
In the case of export transactions other 

‘ than those mentioned in (a) above. 
(i) For corporations with a capital of 
not more _than 109 million ‘yen . .. 

213% ‘ 

(ii) For corporations with 2'1 capital 
_of over 100 million yen. . .‘1.5% 

One fifth of the amount credited to the 
Reserve in one accounting period must be 
‘added back successively to income in five 
succeeding years. 

(b) 

(3) Overseas Technical Service 
Transactions 

If a corporation has derived income Wholly 
or partly from “overseas transactions of 
technical services” in an accounting period 
beginning on or before March 31, 1974, 
a special deduction from taxable income is 
allowed. The “overseas transactions of 
technical services” consist of the trans-‘- 

actions of the following items: 
(a) Patent,- know-how, etc. resulting from 

the research work in the corporation 
concerned, which is alienated or of- 
fered in exchange, directly or indi- 

' rectly, for. foreign currency or. its, 

equivalent. 
Copyrights sold or offered in ex- 
change, directly or indirectly, f0: fo- 

r reign mrgency or its equivalent. 
(c) Such technical services as planning, 

' consulting, supervising, etc. related 
- to the construction or production of 

(E) 
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plant or equipment, '01: specified tech- 
nical Services for agriculture or fi- 

shery, and Surveying offered *in ex- 
change for foreign currency or its. 

equivalent; on condition that the 
compensation for such services is 

2,000,000 yen or more per contract. 
The right to use cinematograph works 
(including c'inematograph works pro- 
duced in Japan which are shown in 
theatres in foreign countries insofar as 
the films remain under the direct

' 

control of the producing company) 
sold or offered in exchange, directly 
or indirectly, for fogeign currengy or 
Its equivalent. - 

(e) Transportatioh‘of export goods ‘by'a 
vessel on" foreign routes or other 
shipping services, excluding trans- 
portatic‘m of import goods, offered in 
exchange for foreign currency or its 

equivalent. 
(f) Mending, processing or construction' 

sérvices paid, directly or indirectly, in 
foreign currency or its equivalent; 
Tourist services offered in exchange 
for foreign currency. 
Export 'of primary goods such as 
agricultural, foresting, fishing or 
mihing products, or sale of such goods 
to exporters. : ' 

(i) Intermediary foreign channel trade6 
in specified. primary products offered 
in exchange for fOreign currency.

' 

(d) 

(g) 

(h) 

6.‘ “,Channellrade” meang an, intermediary trade, 
i.e., that Japanese purchase primary products 
from a developing country with a .constantly un- 
favorable trade balance with regard to Japan 
and, instead of importing to Japan, sell them to 
a thitd party country“ 
This transaction is considered to help for im- 
proving the deaveloping countries' payments po- 
sition, and, hence, encourage their imports from 
Japan. 

' ‘ 
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The amount deductible isl70% in case (a) 
above, 30% in case (b), 20% in case (c), 
15% ‘in case and 1.5% in cases (6) to 
(i) of the proceeds from such uoverseas 
transactions of technical services”. The de» 
duction, however, shall not exceed 50% of 
the total ordinary income in cases (a) to 

(C) and 40% of the ordinary income 
arising from the transactions concerned in 
cases (d) to (i). ‘ 

II. EFFECTIVENESS OF THE TAX 
INCENTIVE 'MEASURES FOR EXPORT 
AND THE RELATIONSHIPS WITH THE 
JAPANESE TRADE 

1. Effect of tax z'mentz‘vey for 
export-promotion' from 1953 to 1963 

(’1) As the result of the conclusion of the 
Peace Treaty in 1952, Japan has come back 
again to join ‘the world economy. How- 
ever, it did not have the same competitive 
power in world trade as that of other 
countries, and in addition,- t'he economy of 
Japan has had to depend on the import of 
natural ’resources, various intermediate or 
finished products from many foreign 
countries in order to maintain its economic 
activities. Rgflecting this condition, the 
main part of the trade Policies at that time 
were the measures for export—promotion 
and import—control. Achievement of the 
favourable balance of payments has been 
made through the recovery and expansion 
of domestic economy not through the spe- 
cial tax measures. Of course, there Was no 
question that the recovery and expansion of 
economic activities has beengc'hieved by 
.the euactaiént of the laws for foreign ,in- 
vestment and foreign exchange control. 
However, the other measures of export- 
promotiop had more important meanings to 
Japan, that is, the various export insu- 
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rance systems such. as Loan system for 
export in 1955, Quata system for Foreign 
Exchange in 1953 and the establishment of 
the Japan Export and Import Bank in 
1952. Therefore, during this period, the 
tax incentive measures for export-promo- 
t-ion had only an auxiliary character. The 
application of the tax rebate or the compen- 
sation for indirect tax of' the export-goods, 
which are admitted under the rule of 
GATT, were narrowly limited. As ‘to the 
indirect tax system .at that time .in Japan 
when .it. did not have the general sales 

tax, the established commodity tax covered 
only 69 items of goods and other indirect 
taxes only certain goods such as liquor, 
gasoline, sugar and playing cards. 
Taking into account this cémditionof the 
not-well adjusted indirect tax system, there 
was no other favourable treatment in 'the 
tax system for the export industries or for 
companies engaged in foreign trade other 
than the incentive measures, especially, as 
regards the corporation income tax. 

(2) Even if it is assumed that there were 
a.general sales tax in Japan with which 'the ‘ 

border tax adjustment is applicable, it 

might not be expected that such' adjust— 
ment would .play an important role as 
export-promotion measure. There was some 
opinion that the border. taX' adjustment 
wouldbwork well under the value-.“adde'd 
tax, since the rite of the tax rebate »-or 
compensation under the cumulative sales 
or transaction tax had been maintained re- 
latively lower in the developed European 
countries. However, the switch to the value 
added tax is not-ialways effective in ac— 

complishing the desired objectives.- 
Firstly, even if a value added tax is intro- 
duced :which will raise an equal amount of 
tax revenue as the sales tax of the cascade 
type; the actual tax amount Paid by each 
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enterprises will .be inCredsed or deCreased 
as compared‘ with those under the former 
system‘ld‘ep‘ending :on the particular: condi- 
tion aof ‘eachl enterprise, Further, ‘the‘ part, of 
increaSed' amount of tax will? be shifted 
forward,”but the decreased part may. not 
contribute to reduCe the pricés. If this, is 

true, there: may be a possibility of-Iaising 
:the price lewel as a Who’le. I 

Secondly, .a Shift from the sales tax into the 
value added tax will require a lot of tran- 
sitional measures, .That is, it takes a long 
term. that the deduction} for the investment 
goods Will' be fully conducted, and the 
border ‘taX‘ adjustment is not immediately 
fully workable. Besides 'there ‘is a, case 
Where the frefund of the tax paid under the 
sales tax of Cascade type for inventories 
and- investment goods will not :be, fully 
made because of {he reasOn of government 
revenue side; Therefore, it Lis-rc0nsidered 
that introductiOn of the value added tax 
would nét be-‘so much effective for making 
the balance of payment favourable, be- 
ciaus‘ewof the complex relainships‘ of Va,- 

rio'us. factors mentioned éb‘ove.
' 

Under ‘thefi'value added» tax -Which will 
allow the deduction of investment goods, 
there" would *be the view that a long-run 
possibility favours the comparatiVe. advan- 
tage; which would emphasize tax incen- 
tives“ for plant and equipment investmént. 
This effectiveness, however, depends on 
the kind of old tax to be replaced by the 
value 'added tax Some: opinion Will'sup- 
port that this advantage will be strengthen— 
ed largely when the tax replaced is the 
corporation income tax. As to this opinidn, 
there is pros and cons mainly actofding to 
the appreciation'of the’ reverse-shift effect 
of the c0rporation income tax, and even 
if We take ‘thenaffirmative, FOSitior‘x to this, 
the favourable effect might be operative 
only Once. ' 
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Generally speaking; it may not be, persua- 
sive in actual aspect 'to say that the rebate; 
system of the domestic commodity .tax on 
export .gOods wivl'l‘hava large Expat-pro- 
motibn‘. effect: On :t-he,‘ other "hand; ,there 
will, be. an opinion against this switch: firdm 
(income tax to the value :‘a‘dde‘ fax from :the 
.poin‘t‘of?‘ View of inequitable tax system ‘aS‘ a 
whole ih arcountry; V ‘ 

- 

‘
A 

Itvwil‘l: be‘ver-y difficultto'assess the effect,- 
ivcness‘ of the wane addgd‘ tax from the 
actual figures of theit'export in European 
countries. All: the ~fnore,l'supposifig that .the 
value added tax haS",an important role In 
expansion 'of‘ ‘export, , the introduction 9f 
this tax maybe more effectivie according 
to..the extent the tax is not shifted forw‘ér‘d, 
and the wider “scope of 7the rebate, since 
thatthe, replacement, of' ‘the :salcs tax of 
cascade type by, the value added tax will 
be éccOmpanied usfially by the enlargement 
of items Coffgoods tkhich the .tax. is vim-— 
posednand increasing of the Ataxra‘tes. w 

(“3) In Japan, it was expected that the 
eatemption of‘i‘éXport rihcome‘ introduced "Id 
15955 through 1963 should contribute :di: 
‘rectly' “tO'the‘ promoti'OnKof export under 
the c-ifcumstanc‘es meritiOned aboVe: This 
system Tias similar character such ‘aS‘ the 
s‘pecialr‘ deduction system applied ‘to ,the 

Western Hemisphere Cdrp’oratior‘r, ChineSe 
:Corporation‘sk or the Expert Trade Corpo- 
ration in" ‘the United Stétes, 'but this japae 
:nese systemcovefs Wider.in the number 
of company: "It‘lwfll rathérabe said! {hat this ' 

system had more similar cha-récter as: the 
system introduced in New .Zealand in 
1963.. 4 

'
- 

Even though =there-.was. {the lilnitatidn ,to 

the; rate of, :exemption' in japan, no one 
'couldadenyr-that the. export industries hadvén; 
joyed this exemption and could find some 
price—effect «through this relief. Downward 
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movement of the price level of export 
goods will ‘be determined by' the reverse- 
shift effect of the corporation income tax, 
however, it was impossible .to appreciate 
the correct effectiveness of the measures.’ 
The effect might be appeareduby the actual 
friend of Wholesale prices during 1953-to 
1962. During that period, the whole-sale 
price index showed a slight increasing 
trend as a Whole, however, the whole-sale 
pfices of the manufacturing goods were 
decreased by about 0.3% on an average. 
It may not be denied that there was some 
difference between the domestic ‘and ex— 
port prices. However, thete were other im- 
portant factors which contributed more to 
the general trend of decreasing export 

. 
prices during this period (Fig. 21). 
Up to 1962, the Prices of raw materials 
including foods had shown _decreasing 
trend worldly, and as to the domestic cir- 
cumstances, the productivity of .labour ex- 
ceeded the increasing ratio of labour cost 
in the area of moderniz‘ed industries (Fig. 
2-2). . 

.
. 

These factors mentioned above made the 
exPort prices comparatively lower and be- 
came the main factors for theexport-ex— 
pansion. ‘The most important factor for 
expansion of Japanese expOrt should be 
the expansion of the world trade itself 

(Table 2-1), but it may also be said that 
the_ export-income deduction contributed 
direc‘tly to make lower or 'to stop of the 
increasing of sales prices. However, it is 

impossible to make ‘it clear the degree of 
such contribution. 

(4) The effect of the export-income de- 
duction will appear as the form of in- 
cr'éassing of ’undistribute‘d profits and/or 
dividend payments. The ratio of dividend 
payments of most of the Japanese enter- 
_prises is inclined to be equal to each, other 
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within the same industries and at the_ same 
'time.it begins to have an upward rigidity. 
In this case, therefore the_incomes-effect of 
the tax measures will be appeared as an 
increase of ,undistributed profit. From‘ 
1950’s to 1960’s the rate of undistributed 
"Profits in- the own‘ capital of enterprises 
shbws‘ only a; slight deviation from average- 
5 per cent whether they belong to éxport 
industries or not. Therefore, if the un- 
di'strjbuted profits were increased because 
of the export-income deduction'measures, 
it may safely be said that such Profits will 
contribute to the decreasing of the prices 
both of domestic and export goods through 
increasing of the produttivities caused‘ by 
the expansion of capital investment. How- 
ever, we coulél not find such results. We 
might point! out that an increase of the 
profits after deduction of tax cau‘sed by 
the export-income exemption measures 
would have been one of the inducements 
to modernize and expand the Plants and 
equipments useful .to raise the Productivity 
through the exclusion of various difficul- 
ties for loan; This understanding is Sup- 
ported by the materials which show the 
money supply intensified on export in— 
dustries (Table 2-2,). This relates with the 
capital—allocation problems. 

Table 2—1. [apaneye export and warld trade 
(average annual rate of increase) 

1951~65 1965~69 

World (A), 5.9‘ 
7 

9.4 
Japan (B) 16.9 

_ 
1.7.3 

(B')- / (A) 2.9. - 1.3 

(Sources) UN—Yéar qk of National- 
Accounts Statistics 
MOP-Trade Statistics 
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Fig_2-1. Export’Price index in major camziriey
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Table 2-2. Industrial‘lnvestment, DomeJtfl Demand; and Export 
(average annual rate of increase from 1955 to 1964) . 

Gmups of 
companies ' ‘ Industrial Domestic 
by rate" ‘ 

' Investmept 
' ' 

., Demand Export 
of export " 

. . 

increase -1=9sf5~§o 19.60764 1955~.6o,~ 419‘60‘~64 1955~60 1960~64 

% % ‘ " 

7? % ‘ %‘ %‘ 
A .. 41. . 20- 30w 3 17 61;, - ,26 ~ 

B .36.. 15 24 ‘ 

12v . 27", 
' 

19 
C .41 78 7 14‘ 13 r 15 1:7 
D ~27'~ 38‘ 

’ 

13 _ 1.6 . 
‘ r2 5-

E 17 12_ 
V 

11 
_ 

9 
A 

'5 
_ 

,3 

(Sources) MOF-fitpan’s‘ Exports and Imports: 
MITI-‘Sensus of Manufactures 

2. Incentigxq for Export-Promotion? :- in France and payroll tax refund of 
Sincé1964 “ ‘ ‘ ‘ 

~ 

] Australia. 
_ 

1 1 ‘amount of revenue loss caused by 
(1) The new tax measures inaugurated'im -SUCh three measures 'in Japan hardly 
fiscal 1964 'consisted mainly of the ‘A‘cce- ‘ 

-Changéd from 1964 t0._1?67, and tended 
lerated Depreciatiohs‘ fog Experts, the Re-_ to inciéfise steadily on and after 1968. But, 
serve for Overseas Market Development the ratio of' 'su‘ch.rt:venue r¢ducfion to the 
and the special deductidn for Overseas? ‘ corporation income fax revenue .has not 
Technical Service Transactions. 7 Accele- changed SQ Widdy and is fairly small 
rated Depredation for Exports iseéiuifll’ent- (Tab162‘3)? 

' 

i r 

to the special export’flepfédafiofi formerly. Further it'is to ‘be-Inotec‘l that the Accele- 
adopted in France,_‘The Reserve for Over. rated Depreciation for Export and the Re- 
seas Market D€V§l3fiment is similar to the: ‘serve for Overseas Market Development 
nan-taxable reserve adopted in Spain, Fur- have a different nature from the special 

the: it should be added that such export 'déduction for Overseas Technical Service 
incentive measures as the special deduction . 

'I‘ranctiOns, because the Accelerated De- 
of expenses incurzed in deyel‘dpm’erit of “predation 'for- Export onlyglets businesses 
overseas market "for expogters adopted by - entit’l; to special Premium'in addition to 
Australia or the deduction .for export .Ordinairy depreciafiqn, and, therefore, it is 

market devel‘oprnc’ent~ adopted by New Zea. literally a kind of abceleration in deprecia- 
land, aimed at reducing income taxes, and: tiog. _Whet.her‘ such a bepefitfian be en- 
that they shouldlb'e’ ciohsidered :as the :spe: .. 

-’ - 

' 

:> 
-

‘ 

:2; 31:1“:3‘3; 2:532:222‘23 P121222 me 4eawsm 
- 

. 

‘ ‘ Serv1ce Transacnons was estabhshed m 1959 and 
ential treatment for socxétés conventionnées expanded in 1964 F_y_ 

'
' 
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joyed or not depends mainly on, the. assets 
composition and investment behavior of 
taxpayers; namely, the larger depreciate 
assets are or the larger export-income is, 

the more the merit is. The Reserve for 
Overseas Market Development allows 
firms to deduct amounts equal to a cer- 
tain percentage of total revenue from over— 
seas transactions as non—taxable reserve, but 
this reserve is to be 'put down in an equal 
amount in the ensuing five years. There- 
fore the net increase in this‘ reserve Will'be 
corresponding to the growth of export and, 
in the short run, the reserve will reduce 
tax burden or businesses. Thus, those 
measures are only the defertal of tax, with 
the reservation that, if the reserve conti- 

nucs to be applied for a long time, its 

benefits might be maintained as ,export 
grows. 
On the other hand, income deduction on 
technical services permits tax payers to 
deduct certain amount directly from their 
indome related to overseas transactions. 
This is different in kind from the rest of 
tax incentives for export in the sense that 
the amount regarded as expenses is irre- 

trievably exempt_from taxation. However, 
this does not aim direct-1y at improvement 
of the balance of payments, especially at 
promotion of ‘export The application of 
this, is limited to the occasion where techni-- 
ques or services are exported in exchange 
for certain foreign currencies. Therefore; 
it will be seen that. this is directed toward 
reduction in the dgficit of invisible trade 
balance.- 

(2) Thus, it should be unde'rstbod that 
tax measures to promote export adopted in ‘ 

Japan on and after Fiscal 1964.213: not dif- 
ferent from the similar'incentives taken by 
other developed countries, and that the 
effect of Japanese tax. measures was to have 
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given to her export industries some favour 
through reduction or deferral of the cor— 
poration income tax. It is difficult, how- 
ever; to measure exactly how much. they 
affected directly on reduction of export- 
prices or how much they :esisted 'the up- 
ward trend of relative export-prices. When 
talking about the international éomPetitive 
Power, there are more .aspects thim is 

understood by the term “comparative ad- 
vantage"’ which means the efficiency of 
'the domestic factor-allocation and.the rela- 
tively 10w production-cost resulting from 
the former. That‘is to say, the concept of 
the international competitive poWer relates- 
also to differences .in the quality, design 
and brand of goods, the after-care ser- 

vices, the network of sales organization and 
the finance-availability. One cah not ex- 
plain‘ export incentive effects referring 
only to, the comparatiVe advantage in this 
context. One should rather say that the 
non-price factors“ have so much influence 
on the export-incentive effects. 8 Consi- 
dering in this Way, it‘can be skid that' the 
use of 'tax inCentives for export during the 
abovementioned period had favourable 
effects both to the export prices and‘to the 
various non-price sales-points. It is, how-l 
ever, almOst impossible to evaluate-sepa- 
rately-the effects on each element. 

3. Price Fact’or w. Non-Price Factor 

(1) -When studing the factors contributing 
to, export-expansion; such factors will be- 

found as the enlargement of the world- 
wide demand, the adVantageous, position in 
market orientation and in composition of 
goods‘ and the reinforcement of -internatio-. 
nal competitive power. International com- 

8. T. Negishi and F. Watanabe, op. cit., p. 8. 
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Tame 2’3; Corporation Income Tax Revenge Reduction» Camed by S e‘z/eml Tax Measurex‘ 
(100 million yen) 

filécal yearr
7 

~ ~ Measures 
1964., 1965" 71966 19:67; 1968 1969 1970 1971 

1‘. Accglerated 
depreciation for "117’ 115 156 1-65 252. 362 548 515 
export 

a Reserve for .
A 

‘overs’eaS‘market ‘ 

‘ 7‘ 1‘1 26 ‘ ‘ ‘28 ‘45 ‘ 4O ‘ 61 
‘ 

57 
development 

3. Spécfal defluction for 
I

‘ 

I 

gverseasuansactions 114 
' 

1-20 79 65 80 
‘ 

10.1 159 13,8 
“ 9f technital segvices

‘ 

~ Total (A) "258 
r 

246 “261 j 258' 
3 375 503 

" 
759 710_ 

Corporatidn 
_ 

n 

7
_ 

Income Tax 10,150 10,357 (8,947 11,790 14,765 18,580 24,203 28,715 
‘ Revenue? 

I 

; 

' ‘ 

I 

' 
'

~ 
(A) / (B) 

‘ 
' 

2.3 2.4, “2.9 2.2 .215 2.7‘ 3.1, 2!: 

(SbutCéS) Tax Bureau, Ministgy of Finance» .- 

pe‘titiveépower must be examined from the. 
price as‘ well as? the non-price side: Looking 
at the rate of contribution -to the export 
augmentation. by each of. these factors. 
through 1960’s (Table 2-4), it will be 
seen that during the latter [half of 1960’s, 
the largest contributing faCtOr to export 
development- was the Worldwide demand 
and ifext comes (the international 'compe- 
titIVe pow'er, especially non-priCe factors: 
The dth‘er' data for longer period shows 
that the export of Japan has so increased 
a5»15.8 per cent per year. The elasticity of 
Japan¢§e export to 'the global importation 
stood at a very high level of 1:62. But the 
expOft' élisticity to the relative export pfices 
is only-0.71. Making use -_of- theseelasticf- 
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ties toss'epafate the annual rates of export 
expati’s‘ion, 15.8 per cent, irito those caused- 
by the market factor ' and by the price 
factor, it can be séen that the part ascribed 
to the market factor is 11.1 .per cent and 
the .rest‘ caused by the price factor is 4.7 
percent. That is-‘tos'ay, about 76 percent 
of theVrise in export has ‘been led by the 
expansibri‘of the foreign market and {he 
remainder by the price competitive power 
and the internal supply and demand. .Also, 
among. the remainder are included the' 

J 

adaptability elements in the sense that Ja-. 
paii adequately hive 'changed the export 
structure Get-responding ‘to the change in 
the global import structure. Seeing the 
above-mentioned tendency in timekseries, «it 
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is understood that the incidence of the: 

. 

price element or :the internal supply and 
demand element has been decreasing, While 
the market factor has been gaining. 9 
Since 1963, the export price has been 
rising a little in- Japan. In the other deVe- 
loped countries, rising tendency is generally 
recorded except in’ Italy (Fig. 2—1). The 
Japanese investment fer plants and‘ equip- 
ments has sharply increased; 11.6 per cent 
annually during 1960~65 and 18-.8 per 

. cent during 1965~68. 
, The hectic investment f0: plants and equip- 

‘ ments mainly attributabléto the technical 
advance, improved the“ productivity very 
much, which in ’furn reinforced the Price 
Competitive power. The eXpOrt augmem 
.ta’tiOn wonld‘ hav‘e had‘the fear to bring 
abOut the aggravation of the relative trade. 
prices. In :the early 1960‘s, the import price 
stopped falling and thereafter began» to 
rise. ‘On the other hand, the export pricey 

‘ COnt-inued to fall. TherefOr’e the terms of 
trade were certainly becoming to be un- 
favourable for‘ Japan. But since the latter 
half of the 1960’s, the export price did 
not fall any more. After 1966, it turned 
upward. The export pri'ce continued to rise 
slightly and scarcely ro’se during 1967-69. 
Censequently, the favourable Position, in 
the terms of trade continued until 1969‘ 

‘ 
(Fig. 2-3). 'Since. ‘the latter half of the 
1960’s, 'the Wage rise has been accelerated. 
In such industries as steel; electric machine 
and chemicals Where the progress of the 
labour-productivity surpassed thatlof wage, 
the. export price has fallen. On‘ the con; 
trary, in .such‘ industries .as food, ceramics, 
and sundries where the increase. in ‘the. 

labourfiproductivity is small and the rise in 
labour-cost is large, the export price has 
,risen. But, for ‘the' aggregate trade, the 
terms» of trade which showed the down- 
ward trend‘until 1966, has become to be, 
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favourable after 1967. 

(2‘) Generally speaking developing coun-. 
tries have to compete with developed couna: 
tries -in- the export trade of manufactured 
goods by setting their expog't Prices lowcr' 
than the dbmestic pricés of developed 
countries in the Process of intensifying 
their position in the international tzadegflafl‘ 
the more because hardly have‘they any non:- 
price‘ devices available» for. that Purpo‘se.. 
That is, to say; it is the price factor that is 
strategically most important. As Ebenexport‘ 
of manufactured goéds ‘ increéses as .the 
result of low’ export prices, non-rice factors 
become important. In ‘the‘case of Japan,‘sa‘I-* 
though at present atihe expOrt.'o£' goods such 
as chemicals is still increasing at theirl‘lQW, 
priccs, there appears such ,goods as ma- 
chineries and metals which we must‘de'pend 
oh :non-price factors to increase their .ex-.- 

ports (Fig. 2-2). The export of Japan" as 
a whble, .it seems, has "come 'to a stage 
where ‘noneprice factors are important. 

9. The Commodity ekpo'rt function in thereconoa 
metric model which this calculatiog ~i§u_based ~91; 
is an endogenous. variable. obtained innothcg sec- 
tors of the model like Pec, and includes inven— 
togy/outpu’t ratio (Kip/Y)_1 as a domestic de- 
mand factor 'in hdditibzi \to thé¢rézg1ilar°‘lbg Ej‘: 
f (-Iog Twm, log Pec/Pwei)‘ where Ej :is‘ Japanese 
commodity export? Twm is world.imports Lex- 
cluding Japan and'~Pec/Pwei is relative export 
pgi‘ce. 

‘ 

'1 ' 

. l I

' 

Effects of export competitive power which is 
affected ‘by demand and suppIy factors and‘ca; 
pifal'j accumulation .are ‘ taken into,- consideratign 
indirectly through commodity. export, pgices,‘ 
since .thcy iritroduce product inventory raiio ‘of 
the Secondary ihdustry and~ privat’e equipmént' 
investment of the secondary' industry of-th'e 5e; 
ven period .before- aSi’dé’ from costs for wages 
and raw materials. In. addition to these thgee 
explanatory variables, al‘dummy variable of Viet- 
nam Speci’a‘l‘LOrde'r, etcz a'r’é used; 
(~S‘o’uxce) EPkE‘conomiC'ReSear'ch Ifistitute

' 
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As non-price factors bécOme dominant also 
in making trade policies, it is necessary to 
adapt the export structure effectively and 
immediately to the changes of demand 

w 
structure in the world trade, and one must 
always be ready to expand the Production 
capacity in the long-term. .And efforts 

should be taken to replete sales network, 
aftez-s'ervices; selling activities (such as, 

advertisement) and to improve the quality, 
performance, design of export goods. In 
additiOn one must bear in mind the deve- 
lopment of new markets and inquiry of im- 
‘po'rt demands in the world by active inter- 
natiOnal market survey. When taking a 
look at the changes in the (composition. of 
major export goods, of Japan since 1936, 
it will be understood how Japan has made 
great efforts to adapt to the changes of' 

world market and how efficiently it has 
worked (Table 2-5). _For a long period 
after the war, Japan has primarily attached 
importance on setting export prices lower 
as a developing country. It may be sa‘i‘d 

that measures adopted in financial, insu- 

rance and tax system for export-promotion 
had their main object in it. But because 
these measures are associated with each 
other; it is not possible to assess the effect 
of ‘each of them separately. It can be said 
that these measures have as a. Whole made 
contributions to promote the growth of’ 

export industries and -to strengthen 'those 

industries in interriational COmpe‘tition of 
the world tgade. »At the same time, it 

should be noted that the Process of rapid 
economic growth itself has made possible 
the adaptation of thé ekport structure to the 
change of the world magket, by, shifting 
main Aexport' goods. to the products o‘f.ca- 

pital intensive or highly technical), process. 
The fact is that the increase'Of‘ exports of 
Japan Was, not the; céfise of; but the result, 
among many, of rapid .egbnomic growth.‘ 
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And here :can be applied the proposition of 
Linder—Kindleberger that no country .eX- 

ports. finished .manufacturéd-‘goods until at 
least it establishes the lowest level of do; 
mestic market. 

(5) In the tax‘ vreforms f0: thefiscal 1971, 
the following reforms were made with 
respect to. the special tax measures for ex- 
port-promotion;abolition of pfemium de- 
preciation granted to a corporation desig~ 
nated as contributing, to‘ the development. 
of export andv reduction of the rate .of 
special depreciation -to a corporation de- 

riving inCOme Wholly. of partly from spe- 
cified “overseas .transactiOns etc”; abolition 
of special addition. systemic the reserve 
for “overseas market development to a cor- 
poration designated as contributing to the 
development of export; reduction of the 
amount of a special deduction from tax- 
able income of a corporation; deriving in- 
come wholly 01; partly fro‘m “overseas 
transactions of technical services”. 
From August, 1971. the financial ‘system 
for export promotion was revised, the main- 
point of which was raising of export—related 
interest rates. .

- 

Fundamental reform or abolition - of 
existing special tax measures for export- 
promofion is now under consideration. Rye—V 
gafdless of this, however, it would be 
doubtful if the abolition of those tax- 

meashres should immediately cause the in- 
creasing export to dedine. If, in the future, 
there should arise the balancewof trade dc,- 
fic-it in Japan, it'Would be the result of 
changes» of circumstances other than tax 
measures. 
Recent extraordinary incrgase of export or 
’balance of ' trade surplus in Japan seems 
to have been brought about by the consider- . 

able strengthening of its basic competitive- 
power in the world trade asxthe result of ~ 
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both world-wide inflation since 1969 and Asian Countries with poor foreign reserves. 
stagnation of domestic economic'activities But; from the more long-term point of 
since autumn in 1970. B¢sides, thé effects .view, as it‘wfll be increasingly difficult to 

I 

of Acceleration of increase of expo'rt caused ,maintaip export prices to relatively low 
by poor domestic demand are shown in the, level, Japan: will have to hereafter streng- 
export for U.S. market and not shown in 

2 

then its position in the world trade by such 
the export for West Germany with 'stag- trade Policies as are centered on non-price 
nant economic activities and for South-East -fact0rs. 

Fig..2'-3. Tmm‘z'zfg‘on of the trade price index 
.0965 = 190) 

1.15 

1io

~ 

105 

export/>x 
price index \ 

100 -

K 

\. importjprice index \ / 95 "v' 
so 6i 6?. 63 s4 65 

' 

as 67" '58 '59 7mm) 
(Note) index for terms of tradé: export pricé index / import price index x100” 
(Source) MOP-Trade Statistics 

Table 2-4. Factor 21774131523 of export expamz'on — Total amo'z’mt of export — 
Caused By Caused by :Caused by the 

Caused by the ad-. the ad- rginforcemenf. 
Increase the in- ‘ Vantages ‘vantages of the in-

h 

in 
_ 

crease in in the in the ternational Price Non-price 
export 

‘ 
worldwide market compo- ' 'compe- compe— campe- 
demand orienx sition gitive. .titive . 

‘ titivc 
. 

tatiog of goods 
‘ pave; 7 

power. pqwgrr . 

60~64 2,619 ~ 1,504 ‘ A 280 _- A 137 155322 1‘ 1,058 - 

, 4,74 
64~68 6,298 2,993 682 204 2,419 258 . 12,1-81‘ 
i60~68 ‘ 8,917 r 4,497 402 6,7 7 3,951 ‘ 

1,296 2,655 
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Rate of contrib‘fitionrto the increase ( %) 
Céused by Caused by Caused by the 

Caused by‘ the ad- the adl reinforcement 
.‘the‘in— ' vantages vantages ‘ of the in- 
crease in in the ‘ in the _temational Price 

' Non-price 
‘ woxldwide ‘ market compo- cqmpe-s 'compe. compe- 

demand orien- sition 
‘ 

titive titive titive 
tation of goods power power ,power 

60~64 57.4 A 10.7 A 5.2 58.5 40.4 18.1 
64~68 47.6 10.8 3.2 “38.4 3.8 34.6 . 

60~68 50.4- 4.5 0.8 44.3 14.5 29.8 

Breakdown bf thé factors of the international 

Competitive Price competitive ,power Non-price compekitive powgt 
powet (%.) - . ,- . 

l

‘ 

60~64 100 691 
I 

509 g 

64~68 100 9.8 90.2 
60~68 100 323 

7 

6%2
~ 

(Note) 
1. The calculation method for the factor analysis of the export augmentation is 'as 

follows:
' 

(i) The part caused by the increasing of the world-Wide demand 
Xj x m —.—— X} 

Xj: Amount of export of the country- j in the base year ‘

' 

rwz‘ Increase in world-wide trade (increase ih the export of OECD countries) 
(ii) The part caused by the advantageous position in the market structure 
2 (Xja x‘ra) —- Xj x m 

Xja: Amount of export from the country j to the area a in the base year 
:3: Increase in import in the area 21 

(iii) The part caused by the advantageous position jmthe composition of goods 
2 (Xija x rai) —-—' E (Xja xra) 

Xija‘: Amount-pf export of the article i from countxgy j‘ to the area a in the base year 
rai: Increase in import of the article i in the area a 

(iv) Thq part7 caused by the reinforcement of the international competitive power 
_t —— 2 (Xija x rai) - . .

‘ 

t': Amount of export of the country ‘j at the time ’to compare ‘ 

2. In this casg the market orientation relates {gthe share of export to Europe, North— 
Ametica,.Latin-Americ‘a, Oceania, Africa; Asia and the Soviet bloc. 
3. 'In‘ this case, the composition of goods means the nine classifications of SITC 0, 1, 2', 3, 

¢xana -
i 

4. As~for the fagtor 9f. the prige qomgetitive poWerand'that‘ of the non-price competitive 
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powér; the former is got by Ithe‘.following_tfialuforihula which e'xpléiins Ethe proportion 
of the augmented afhou‘nt caused by- the feinforcément Of the intema'ti'onal competitive 
powérragainst‘the amount of export in thereleve'n major count-ties, by -the.rateV of chénge“ 
of the relative price (thqfiratio against the‘average export price in the industrialvcountries). 
The latter means the difference b‘etwéen the real hmount of augmentatiQn and the 
theoretical value. 7 

‘ 

' ' 

- 

" ‘ 

196o~64 Y :- éssnx + 3.550 (r :4 0:80) 
1964~68 Y = ——1;088X + 1.103 (r = 0:30) . g

r 

Y; the proportion of r'the augmented amount Caused by the tqinfbfrcgfiiént of the inter- 
; 
national competitive power during't'he cencefned Period against the amount 9f 

7 export, in the basevyear _ . . . .

" 

X: the rate of change of the relative pricé in each 'coufitry ddrin 
' against. the expert price pf the eleven, major countries 

(Souir‘ces) OECD -- statistics ;; IMF — IFS 
g the cqncemea period 
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0 ‘8 Table 2-5. Major Article: of Export: of japan 
(us. 53; Ignill‘ion) 

. Yea r 

‘ 

‘ 

_ . 

‘ 

M 
:2 .. 

- 
‘ 1936-38 1950 1960 1965 1979

_ 

order 
_ 

7 

~

V 

1 
' 

Cotton Eabrics 1332 CottOn Fabrics 207 'Iron &;Steel 383 Iron & Steel 
.‘ 

1,3290? Iron 8: steel Li 2;,84'94 

3 
' Products Products . 

' ', Products ~ 
,A'i 

‘ 

', 

2 _Raw Silk 123 
. 

Iron & Steel 72‘ Cotton Fabrics 352’ Vessels 7137'; Vessels‘ ?:“1‘?[4110‘ 

Prod'uc'ts 
V 

' 

’_ .~ 
. 1.7 

3 :, FishszShellfish 83 
. 

Rayon Fabrics 38 A'Vessels 288 Cotton Fab'rics ‘ Motor Vehicles? 1,337 
4 Rayon Fabrics 

V 

48 Copper 36 Clotheé 218 'Clothes 2871'Radio ReceiverS’ 695 

5 ‘Iron 8: Steel 43 ‘Clqthes 30 ‘ 
Radio R’eceiVers 145 .Motor V‘e’h‘icg'es 2373- Synthetic 

' 
V 

"626 
Products ' 

g _ 

r, 

. 
‘ 

.‘ Fabricsr ' 

6' Silk Fabrics. 25 Vessels 26 Staple Fabrics ‘118“F'ish&‘Shellfish 231; Scientific 7 

> 
H I498 . 

.w v‘ 
‘ &"Optica1 ‘ 

E. r . 
' x 

E. _ I 

l 

E 

, Equlpment 
7 Woolen Fabrics 17 Silk Fabrics 22 7Motor‘Vehi'c'les 96 Séicntific 8; '- 217" Clothes .463 

v IOptiCal_ ‘

> 

:3: 

Equipment .7 
‘ 

r

‘ 

3 China Wares ~14 ' Toys 12 ‘ Toys: 
‘ 

90! Radio Receivers 216.;Tapev Recbrdérség 451 
7%. “Cotton Yarns 12‘ Staple Fabrics 11 Footwears 73 Synthetic *,1‘86-: Synthetic 

" U 
427 

' 

Y 

Fabrics , 

5 

" Plastics” 

10‘ 
‘ Toys 10 Textile 10 China Wares Q83 Toys 

R 

T.V.,ReceiVers 
J 

384 

; Export Machines ‘ 
‘ 

‘ 

‘ l A 
‘ 

'

, 

To'tal' 93.2 ‘ 820 4,055 ?8~,452:f 1193318 

:31: (Source) MOF~Trade Statistics 
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WOLFE D. GOODMAN, QC. *2 

DEEMED RE‘ALIZATIONS UNDER-THE CANADIAN INCOME TAX ACTH 
A, DEEMED ‘REALIZAT‘IONS ON DEATH 

It‘has’ for many years been a criticism of 
the? us. tax system that, althoughz'capital' 
gains: reali-zcd by an individual during his 
lifetime are subject :to tax, gains which: are 
accrued but unréalized at the date of his 
death Completely iescape capital gains tax.. 

EVén though the Persons who.i‘nherit; the; 

‘appreciated'Property‘ are treated as though 
they acquir'éd if‘fit ‘its, fair market valu'e at 
the date of :his‘- death, the deceased indivi- 
dual or his ‘zesfiate is not ‘treateduas having 
disposed of it at that “figure. During “PIE- 
sid‘en‘t Kennedy’s administration, a con; 
.cer‘te‘d but unsuccessful effort was made by 
the US. Tréasuny‘ to amend the. Internal 
Revenue Code in order to pgovide‘ for 
deemed. realization ‘of capital gains :at death 
and I understand that 'the Tis'easufiy' cam- 
.paign £01: this amendment has continued to 
2the Present time.

‘ 

In View of the Well-known criticism of the 
‘ 

:PreSent state of .the US. law on ithis sub- 
‘ 

j'ect, it is not surprising that when the 
United Kingdom adopted its long-term 
capital gains tax in 1965, provision was 

‘ 

made for “deemed realization of gains at 
death. Similarly, thé 1967 Report of‘ the 
Canadian Royal Commission on Taxation 
(The Carter Commission), which recom~ 
mended: .a' complete revision: of the Cana- 
dian taxsystem, proposed. deemed realiZ’ar- 

‘ 

fion at death.'The Carter Commission, how- 
even, also peOsed that Especial itaxation of 
gifts and estates be abolished and: replaced 

; by taxation of income calculated on a; com- 
, 
prehensive tax-base, similar to a proposal 
which has frequent-137 been adVocate‘df it} .the' 
United Stafes‘ and: generally attributed to 
Professors Haig and Simons. In 1969', 
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when‘the Canadian government issued‘ its 
White Paper on Taxation Policy, it rejected 
the Cattér COmIfnission‘is proposal for a 
comprehensive tax base and,- instead, pro- 
,posed continuation of gift and estate taxa- 
tion in {their ‘traditionaL forms. This, White 
Paper specifically recognized that the com- 
bined impact of estate taxes and income 
taxes, on accrued capital gains at death 
Would create very SEVere Problemsaofvliqui'» 
dity for many, estates. Accordingly, it :pro- 
posed ‘a carryover ,of cost basis, so that the 
heirs: were treated as having .reCeivecL their 
inhérited‘ property at 'a cdst equal to it's 

Cost to the; rdeCeased-‘plus an adjustment in 
respect of the death taxes on the increment 
in. Value over the deceased’s cost. This :for- 
mula-Was‘Idesigned in such fashion as) to 
produce substantially the same tax result 
Whether the appreciated property wagdis- 
posed ‘91: immediately before the deceasedfs 
death 0r immediately thereafter. Of. course; 
it involved an obvious .tax deferral advan- 
tage in :r‘e‘spect of assets; which were ’r/e- 
Vitained' by “the heirs, rather rthan'bei‘ng dis: 
:posed‘ of: ~ ‘ 

The. White Papér of 1969' Also Proposed a 
‘fiVe year :evailuatim tule in, connecticm 
with shares of Widelye'held' Canadian cot- 
:pOrations, that 'is, marketable Canadian 
stocks. This proposal was bitterly attacked, 
inter alia, on the basis that it discriminated 
against thewholders of large, and relatively 
illiquid blocks, (13f stock in Canadian public 

5“ Of Goodman éha "Carr, Barristers and Sélici- 
tégs, ’Iipronto, Canada. ‘. 

** Papexj submitted on Eebruarfy ‘2, 1.973 atithe 
Conference of _the Intemational Fiscal Association 
ion the Canadian-USA tax .treaty (New York 
CRY)! 
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companies and that it had a particularly 
harsh effect on the foreign parent com- 
panies of Canadian subsidiaries. The Ca- 
nadian government had to concede this 
point .and the, five-year revaluation propo- 
sal was abandoned.. However, at the same 
time, the Government was able to gain. 
Parliamentary acceptance of the principle 
of deemed realization of capital Property 

Day, December 31, 1971, the transitional 
rules provide that for the Purpose of com- 
puting liability for tax on the capital gain, 
the cost of the property to the taxpayer is 
deemed to be the amount which is neither 
the greatest nor the least of the actual cost, 
the fair market value on Valuation Day, 
and the fair market value at the date of 
death. This rule ensures that if the property 

at death. The Government recognized that has appreciated in value between the date 
:this rule would create serious problems for 
many taxpayers, particularly as a result of 
the combined impact of estate taxes and 
income taxes on accrued capital gains at 
death and it therefore decided to abandon 
the estate tax field as of the end of 1971. 
However, this has done nothing to relieve 
the problemof the combined impact ‘of the 
new federal tax on accrued gains at death - 

and provincial succession daties. In fact, 

this problem has been aggravated since 
'six provinces, the four Atlantic Provinces, 
Manitoba and Saskatchewan, have now 
joined the three provinces which imposed 
successibn' duties in 1971, Ontario, Quebec 

‘ 
and British Columbia. 
It is ironic that in the very year that Canada 
instituted income taxation of accrued capi- 
tal gains at death, the United Kingdom 
repealed its similar legislation, in respect 
of deaths occurring after March 31, 1971. 
The application of the new Canadian rules 
to"assets which are acquired by a taxpayer 
after the commencement of the new tax 
system is relatively straightforward. If he 
purchased a :capital property in 1972 for 
$5,000. and if he dies in 1975 still owning 
this asset, at a time when it is worth 
$8,000,, he will be deemed to have realized 
a capital gain of $3,000., one-half of 
which, or $1,500., will qonstitute a taxable 
capital gain and will have to be included 

his income. For Capital Property which 
was owhed by a taxpayer on Valuation 
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of its purchase (prior to the commence- 
ment of the new tax system) and Valuation 
Day, only the increment in value between 
Valuation Day and the date of death will 
be taken intg account, but if there has been 
a decrease in the value between the date 
of purchase and Valuatic‘m Day, tax will 
be levied only in respect of the realized 
increase in value ovar‘ the actual cost. In 
the event that a deemed disposition at 
death produces a capital lossé rather than a 
capital gain, the allowable portion of the 
loss, 50%, is fully deductible from other 
income in the year of death. However, if 
the loss exceeds the deceased taxpayer’s 
income for the year from all other sources, 
the net loss may be carried back only one 
year. There isAno Provision for carry-for- 
ward of these losses. 
CircumstanCes may arise in which an asset 
is deemed to have been disposed of at fair 
market value at the date of death, but it is 
subsequently realized at a IoWer figure. 
Where «in the course of administering an 
estate, the taxpayer’s legal representatives 
have disposed of capital property Within 
a twelve-month period following his death 
and have suffered a net allowable capital 
loss, the legal representatives may obtain 
tax credit for the amount by which the 
taxpayer’s personal income taxes would 
have been reduced in his final‘ tax return, 
had this loss been.applied in that final' re- 
turn. 
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Special rules are provided :in resPect of 
.d‘epreciable property owned by a deceased 
taxpayer. If dépreciable property were 
deemed to have been disposed of at its fair 
market value at the date of {the taxpayer’s 
death, this might give rise to recapture of 
very large amounts of capital (cost allowan- 
ces (depreciation) taken during, the tax- 

. 
payer’s lifetima, Unlike capital gains, only 
one-half of which are included in income, 
recaptured Capital cost allowancbs are fully 
includable in inCome. Accordingly, where 
depreciable property is owned by a taxpayer 
at the date of his death, the rule is that it 
is deemed to have been disposed of by him 
and acquired by his heirs at the,average of 
its unde'preciated capital cost (thati's, its 

depreciatcdf vlalue) and its fair market value 
at the date of death. Where the fair market 
value at the date of [death does not exceed 
the original cost of the, property, this rule 
has the effect of requiring not more t‘hz’m 
CHE-half of the capital cost allowances ta- 

ken during the deceased's lifetime to 'be 

included in computing his income at the 
date of death, a result which is roughly 
similar in‘ effect to the rule adopted for 
capital property other than depreciable pro- 
perty. However, if the property Is worth 
more at the date of death than. its, original 
cost, as is frequently the cas'e with buil- 
dings, there may be elements of bbth re- 
captured capital‘ cost allowances and capital,. 
gain§ realized at death. For example, if an 
item of depreciable property cost a taxpayer 
$800. 'in 1972 and if at the‘ date of his. 
death in 1975, it' had an undepreciated 
capital cost of. $500. and a fair market 
value of $1,200., it Would be deemed to 
“have been disp-oSed of at the date of his

‘ 

death at the aVerage of $500; and $1,200 , 

that is, at $850. There would. be full re- 
capture of the $300. of capital cost' allo- 
wances ,claim'ed during the dec’eas‘ed‘s life- 
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time and, in addition, 5325., representing 
.oneehalf of the capital gains over original 
cost; would also have to be included in 
camputing his income; .

' 

There is a Substantial: element of retro- 
activity in the application of the neW‘ruIes 
to vdepreciable propexty which was owned 
(by. the taxPayer on Valuation Day, in that 
individuals, Who claimed capital cost a110- 
wances prior to the commencement of the 
new tax system in; reSpéct of their depre- 
ciable property, under ‘a 'system‘which‘ did 
not- involve recapture of capital cost allo- 
wances at death, how find that at death 
their estates may be subject to substantial 
burdens of taxation in respect Of‘ recaptuf— 
ed :alIoWafices. For example, if an indivi- 
dual purchased depreciable property in 
1965 fof $8002. and: on. Valuation Day it 
had an vundepreciated. capital cost of» $500: 
and a fair market value of $1,200 and if he 
died' in 1975, when 'the undepreciafed ca- 
pital cost was $400. and the fair market 
value was $1,400., the property w0uld‘ be 
deemed. to have been disposed of at his 
death for $900; Sincefihis-Would' be less 
than fair market value on Valuation Day; 
there would be 116 liability farztax on cépL 
tal gains, but there would: be liability for 
recapture of $400. in capital cost allbw- 
ances; of which $300. was claimed prior. 
to the commencement of the new, tax 
system. 

'
‘ 

Special: relief is provided where on the 
‘deathfl’of a taxpayer who is resident in 
Canada his property is transferred- or dis- 
tributed to, his Spouse also, resident i'nVC'a- 
fiada or to a resident trust created by the 
taxpayer’s will under which his spouse is 
entitled (to: all of the incOme of the 'trust 
during the spouse’s lifetime and no person 
excePt the :5pouse may before the spouse's 
death receive or otherwiSe obtain the use 
of any' of“ the income‘br capital: of the 
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tgust. (This type of trust is frequently called 
a “spousal trust”.) Where. property- of a 
dec‘éased taxpayer has been transferred or 
distributed in this manner, neither capital 
gain nor loss is recognized :by reason of-the 
taxpayer’s death and the spouse or the 
spousal trust is deemed to have acquired 
the property at a cost equal to the cost to 
thé' deceased taxpayer; Obviously;~ if the 
property has been left outright-to the sur- 
viving spouse, unless the surviving spouse" 
remarries and leaves the: property by will 
to “his or her new spouse, there will be a 
deemed realization at the second death if 
He or she continues to hold‘ it until death. 
Where the property has been left to a 
spousal trust, the statute similarly Provides 
for (:1 deemed realization of ‘the Property 
.at the second death. A similar rule applies 
in respect of depreciable property which 
is left by a‘ taxpayer either outright t0=his 
surviving spouse or to a spousal'trust. In 
‘this event, the property is deemed to have 
been disposed of by 'the deceased at his 
.undepreciated capital- cost and to have been 
acquired by the spouse 'or the spousal trust 
at the :same figure; ' 

-'
‘ 

Oddly enough, inventories held by a- tax- 
payer at' the date of his death, such as 
vacant land held for resale, are not dealt 
with under-the legislation. Such inventories 
cannot .constitut‘e “capital Property”. and 
*the deemed disposition provisions are there— 
fore inapplitabIe-. Nevertheless, Section 69 
(1) (c) provides that antaxpayer who has 
acquired property by way of gift, bequest 
or inheritance is deemed to have acquired 
it at its fair market value; AcCordine, it 

Would appear that-(any appreciation in-the 
value of the taxpayer’s inventories prior to 
his death will escape; taxation at the date 
of his death. His estate or his beneficiaries 
will be entitled to treat‘ the cost of ‘these 
inventories in their hands as~thelir fair mar- 

29,4 

ket value at the date of his “death: In. addi- 
tion, if his estate or his beneficiaries do 
no more than simply realize these inven- 
tories, they will‘ probably be entitled to 
treat as a capital gain any =profit realized 
on ‘the disposal 'of :such inventories at a 
price in' excess of the fair market value 
at the date ,ofi'rhis death. In these circum- 
stances, one can-foresee the, possibility. that 
an estate will ‘argue strenuously with the 
taking authorities 'that lands held by the 
deceased at the 'date of his death' were 
trading assets,- rather than capital property, 
an ironic reversal of the usual situatiOn in 
Canada; » 

'-
‘ 

Where U.S. property belonging to a US 
decedent is inherited' by a Canadian resi- 

debt, ‘the beneficiary is treated as having 
acquired the’ Property at its fair‘market 
value; The US. decedent and his estate 
are not subject to any tax in Canada or the 
United States in respect of the-unrealized 
appreciation as of the date of death. The 
tax which is foregone is US. tax because 
the US. does not at preg'ent tax such un- 
realized capital gains. - 

Where a US. decedent ‘ leaves “taxable 
Canadian propertywto a Canadian resident 
beneficiary the Income Tax Act provides 
for ‘a deemed realization at death.- How- 
ever; it seems likely that this gain is pre; 
sently "exempt from tax under Article VII-I 
of the Canada-US. Income Tax Conven- 
tion. Some commentators ‘have questioned 
Whether Article VIII applies in these Cir; 
.mmstan'ces, since. the Canadian tax is‘ being 
levied on a deemed realization rather than 
on a gain "on ,a “sale .or exchange of capital 
assetsfi’. However, since SeC'tiOn'70 (’5) (a) 
deems .the taxpayer ‘to- hz'we disposed ‘of 

the property immediately before his death, 
it seems to me that the transaction is deem- 
ed’ 'to be a sale and that it 'is therefore 
exempt. ,under‘ Article VIII; This problem 
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does not arise at all in respect of Canadian 
property which 'is not “taxable Canadian 
property”, for example, shares of Canadian 
public companies not representing a 25% 
or greater share interest. In these circum- 
stances, Canada does not attempt to impose 
tax on capital gains realized on actual sales 
and a deemed realization is therefore 
exempt under the Act, apart entirely from 
'Article VIII of the Convention. 

B‘. DEEMED REALIZATIONS ON INTER 
VIVOS GIFTS 

The treatment of inter vivos‘ gifts of capital 
property other than depreciable property 
is similar to the treatment of such property 
owned by the taxpayer at the date of his 
death, but the treatment of inter vivos gifts 
of depreciable property is considerably-less 
generous. Presumably, the Government felt 
that, since inter vivos gifts are voluntary 
dispositions, there can ‘be.no real hardship 
in applying a more onerous rule to them. 
Accordingly, the legislation provides that 
where a taxpayer has disposed of anything 
to any person by way of gift inter vivos, he 
is deemed to have received proceeds of 
dispositioncqual to the current fair market 
value‘ and ‘the person acquiring such pro- 
perty is deemed to have acquired it at the 
same figure. Since this rule is not restricted 
‘in its operation to capital property, it would 
apply equally to an inter vivos gift of an 
item of the donor’s inventory. However, 
if capital property is transferred inter vivos 
to the donor’s spousg or to a spousal trust, 
it‘ is not deemed to have been disposed 'of 
at fair market value. Instead, it is deemed 
to have been disposed of by- the donor and 
to have been acquired by the donee at'the 
donor’s cost, in the case of ordinary capital 
property, or at the donor’s undepreciated 
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capital cost, in the case of depreciable pro- 
perty. Once again, if the property has been 
given outright to the donor’s spouse Or to a 
spousal trust, there- will be a d'eemed re- 

alization at the spouse’s death. 
Where a Canadian resident makes an inter 
vivos gift to a US. resident of appreciated 
property, wherever situate, the donor will 
be deemed for Canadian tax purposes to 
have realized income. However, under US. 
law the donee will be deemed to have 
acquired the shares at the donor’s cost 
under I‘.R.C. Section 1015‘ (a). This is 

obviously a situation in which there is a 
serious risk of double taxation. It should 
not be too difficult to avoid this problem. 
A wash sale, that is, a sale of the appreciat- 
ed property followed by an immediate res 
purchasea before the gift is made will create 
a tax liability for the Canadian resident on 
an actual sale, rather than on a deemed 
realization, but the tax will be no higher. 
The deuce would then acquire the shares 
at the donor’s stepped-up cost basis and 
the U.S.‘ tax problem will 'be avoided. Al- 
ternatively, the property can be sold and 
cash can be given to‘ the donee and the 
donee c‘an repurchase the property on the 
market. 
Where a US. resident makes a gift to 
another US. resident of taxable Canadian 
property which'has appreciated in Value, 
the donor will be deemed under the Ca- 
nadian Income Tax Act- to have realized 
income, but the donee will be deemed for 
US. tax purposes to have acquired the 
property at the donor’s cost, a situation 
which would also give rise _to double 
taxation. However, as I have mentioned, 
this situation appears to be Within Article 
VIII of the Cénvention; if .s'o there. will 
be no Canadian tax levied on the [1.8; 

resident donor, .even though the subject 
matter of 'the. gift is taxable Canadian 
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property. If the gift is of Canadian pro- 
perty which is not taxable. Canadian 
property, no problem can arise, since even 
an actual sale by a non-resident of such 
property is exempt from Canadian tax. 

C. TWEN'IY-ONE YEAR REVALUATION 
RULE FOR TRUSTS AND ESTATES 

In order to block long-term or generation- 
skipping trusts which can hold assets for 
lengthy periods and 'thereby avoid the 
deemed realization of assets at death, 
Canadian tax law now provides .for a re- 
valuation every 21 years in respect of ca— 
pital property owned by a trust, whether 
testamentary or inter vivo's. This rule does 
not apply to a spousal trust as long as the, 
spouse is alive, but ev’ery other trust is 

deemed to have disposed of all of its ca- 
pital property other than depreciable pro- 
perty every '21 years for proceeds equal 
to its current fair market Value and to have 
immediately ,reacqui‘red the propgrty at that

_ 

value. In the case of trusts in existence on 
Valuation Day, the first revaluation will 
occur on January lst, 1993. Deemed rea- 
lization in reSpect of .depreciable property 
takes place at the average of its undepre- 
ciated capital cost and its fair market value 
on the lt anniversary. 
The concept of taxing trusts in this manner 
was derived from the UK. Finance Act, 
1965, which provided for a deemed reali- 
zation every 15 years; however, the UK. 
provision was repéaled by the Finance Act, 
1971, in the same year that Canada enacted 
its legislation. No doubt, the British go- 
’vemment recognized that it would be ex- 
tremely onerq’us to impose taxation of this 
kind on a' trust or estate whose main assets 
consisted of illiquid investments. 

2% 

The sevére impact of the 21-year revalu-' 

ation rule may be aVoided by providing in 
trusf documents for distribution of the 
assets of the trust or,'at least, of the ap- 
Preciated assets, to capital beneficiaries be- 
fore the expiry-of the 21-year period, either 
on a mandatory or on a discretionary basis. 
In general, such capital distributions are 
deemed to take place at their cost, rather 
than at fair market value, and once the 
assets are in the hands of the beneficiaries, 
they will only have to be revalued upon the 
beneficiary’s death or on actual sale or 
other realization. However, special rules 
apply Where capital distributions take place 
to‘ a non-resident beneficiary. One must 
first determine whether or not ‘the property 
in question is “taXable Canadian Propefty”, 
a term which is defined so as to include 
an interest in Canadian real estate, an 
interest in an unincorporated Canadian 
business, shares of a Canadian private com- 
pany, a 25% or greater share interest in a 
Canadian public company and a number of 
miscellaneous items. If the property is 

“taxable Canadian. property”, a non-resi- 
dent is subject to Canadian-income tax on 
any capital gain which he subsequently 
realizes on the sale of the property, in 
substantially the same manner as if he ‘were 
a resident. Accordingly, when taxable Ca- 
nadian‘property is disfributed by a Canadian 
trust or estate to a non-resident beneficiary, 
‘it is not deemed to have been disposed of 
at fair market value. However, if a trust 
distributes property which .is not taxable 
Canadian property, and which therefore 
will not give rise to Canadian tax liability 
when it is ultimately disposed of by the 
non-resident, the estate or trust is deemed 
to have disposed. of the property at its fair 
market value at the time of distribution 
and the non-resident beneficiary acquires it 
at that price, ' 

Bulletin Vol. XXVII,'JuIy/jm11et no. 7, 1973



"D. CANADIAN RENTAL REAL ESTATE 

Until 1the recent 'decisign of the Federal 
Court 'of Canada in Bessemer T'rwt C0. 
12 M.N.R. it was _not generally realized 
that when; a US. resident who owned 
rental real estate in Cénada 'had elected to 
pay: Canadian income tax on his net in- 
co‘fne ét ordinary Canadian rates, rather 

‘ than paying 15%, withholding tax on his 
' gross income, the U.S.-Canada treaty pro- 

tectcd‘ him aga'inst Canadian tax' liability "in 
respect of retaptured capital cost allowances 
in the event ‘of his sale“ of this real estate. 
This principle would Apply-to .all types of 
dispositions and deemed dispositions and: 
ngt merely to sales. As a result, 'the treaty 
appea:_’s to pro'tac't the US. resident-owner 
of Canadian rental, real estate against lia- 
bility for ‘tax on recaptured capital ...cost 
allowances arising on the death or on the- 
making of’ an intér vivos gift. This decision 
was actuallx reversed very recently by the 

‘ Federal Court of Appeal, but only on the 
ground that the taxpayer had elected to pay 

1 

Canadian tax on its net income far the 
year of sale and. that it was therefoje liable 
for tax on. recaptured capital cost allow-' 
ances. There -is‘ a clear implication in the 
Reasons for Judgment that if the taxpayer 
had elected to pay 715% withholding tax 
on its- gross rental income in- .the yea}: of 
sale, ’it could have avoided :this tax fiébilie 
ty. 

When .the US. and Canada renegotiate 
their treaty, both the general ekemption in 

' respect of capltél gains and the special 
exemption for rental. real estate will cer- 
tainly be carefully reconsidered. 
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Buttcrworths Digest 70f Tax Casés 
. 1971-1972 
‘ 

Barriitei. 

< 

V 

1972. All dgcisions of the English Courts 
'

‘ 

1‘ Court of Session and Irish and Common— 
. 

wealth. Courts where these are: 9f interest 
‘ "outside the Country of origin.

‘ 

£ 1160 (£ 1.75) 

‘ 

Ray’s Practical Estate Duty Planning 

R. P. Ray,_ 3.5:. (EIOIZJ, F.T.I.I., 

has been expanded to deal with develop- 
ments since» March 1970: These ipclude 

v A 

l 

. changgs in the rate of charge, new e'xempt- 

v 

‘ 

the extended right to pay- estate duty by I 

V 

gains tax charge'on death. Important new 

‘ 
these textual changcs the existing .matgrial

H 

‘ work remains: ‘a rélatively simple and prac- 
‘ 

£ 3.00 m as 3.2.5) 

Edited by Philip F. Séottowe, .LL.B., 

This Work is designed1 with 7a dual function 
in View: nobo’nly AdoésA‘it up-date its pagent ‘

‘ 

volume, Btliterwort/J: Digest of Tax C4595, >

‘ 

whi‘ch covers every case on the taxation of _ 

income and capital ga‘i‘ns up to 31 May‘
‘ 

1971; it also represents a: valuable inde- 
pendent work, xpro‘viding a digest or 5mm f 

many of every such cake which has been ' 

reported between June-1971 and December 

(House of Lords, Privy; Council, Court of i 

Appeal and" High Court) have been in- . 

éludedfl together with those of the Sto’ttish' ;
‘ 

o 466 50906 9 

S ecqngi Edition: 

Salicita‘r. Anixl'ed: by M..Ray, Solicitor. '

; 

For the Second Edition, this popular bOOk ‘ 

ioxis such as that fof the- surviving spouse, 

instalments, and the removal of ‘the capital 

c‘a’sés have beén dealt with, covering a. 

wide variety. of subjgcts. In addition to ; 

has, in placés, been revised and/or given :‘ 

more extensive“ treatment. Although the 
new edition is larger than the old; the " 

tical guide. 
3

‘ 

O 406 53611 2 
Bratéeted prites, inclusive of, despgtck, ‘

‘ 

apply to single capie: ordered fiom ibé 
Pulglixberr by 12052. Multiple capiex ate 
.rent‘ at Me ‘Iz‘et publixbed price. 
Bdtterworths, 88 Kingsway, 
London WC2B GAB. u 

Showroom: 11-12 Bell Yard, 
Temple Bar WC2 
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ERRATUM 
The article on TAXING POLLUTION by 
Mr. H. T. Pepper in the May 1973 
issue should be altered in the following 
manner. On: page 192 ‘the .last paragraph 
of the first column and‘ first five lines of 
the right column should read: 

The oil industry, however, has mean- 
time set an example to those responsible 
for other types of pollutidn (_e.g. chemicals) 
by Setting up _volunta:y fund's financed by 
contributions fzom members to cover com- 
pensation co§ts arising 'Out of Pollution in- 
cidents. The first of these schemes kndwn 
as T‘.O.V.A.L.O.P. is, more fully; the 
“Tanker Owners’ Voluntary Agreement on 
Liability for Oil Pollution”. This scheme 
Provides measures which a tanker owner 
must take when subscribing and imposes 
levies which will cover claims by govern- 
ments or shipping owners. up to a maxi- 

mum of .15 100 per gross registered ton or 
35 10m. Per incident, whichevér is less. A 
further scheme is knoWn as C.R.I.S.T.ALL., 
an abbreviation for the ,,Contract Regar- 
ding an Interim supplement to Tanker 
Liability for ‘Oil' Pollution”. Under this 

scheme funds are made available so as ‘tb_ 
provide that in respect of any oil spillage 
from a tanker,_ there will be available from 
a" cqmbina'tion bf I.O.V.A.L.O.VP.," an' 

owner’s liability under existing law ~regi~ 
mes, ahd‘ C.R.I.S.T.A.L, a total-of $5 30m. 
to cover oil pollution d'amagg gesulting 
from the spillage.

’ 

T.O_.V.A.LO.P. 'and C.RI.S.T.A.L. are al— 
ready functioqing but the néed for such_ 
schemes may be lessened when the 
I.M. CO; (,Inter- governmental Maritime 
Consultative Organisation) Convention 
comes fully into force. 

at»! *. 

Spécizfl‘SemiIiar 0n Intefnafiénal InVestmenf find Taxation of International _ 

' 
'- Income Flowsv‘ , 

On May 12, 1972 the Canadian Branch'gof- 2. Canadian investment abroad by ‘Sidriey 
the International Fiscal Association brga- 
nized a‘ seminar on inter'n'ational. invest- 
ment- and the taxatiori of internzitionalv inr 
come >f10ws. The texts :of the seminar pa- 
pers were published in a booklet (70‘pages, 
publishing house Richard d“e Boo Limited,. 
Toronto; ~Caqada) . 

The follbwing subjects were aiscdssed, 

1,. Canada as a“ centre -of multienational‘ 
operations by HuArnold "Sherman and 

' James 8. Peterson. 7 

r

V 
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I, Roberts. ,
- 

3. Canadian'investment abroad under the 
1971‘ tax reforms by John Lees." 

4. International investment and taxation of 
international income flows by" C. A. 
Poissant. 

. DISC - an overview by R. M. Hammer. 

. Withholding taxes by Neil P. Phillips. 
7. Foreign investment in Canada by He: 

wardzc‘Stikeman. ~ 

' 
‘

» 

8. Taxpayers coming and going —~ th 
tax costs to leave Canada by ‘R. D.- 
Brown. v 

G\\II 
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therlands taxes as of January 1;; 1973, providing 
taxpayer taxable baée,‘ rates bf ,tax and method 
of payme’nfs. 

Library International Bureau of. 
Fiscal Documentation no. B 7083 

THE INFORMATION. YOU NEED WHEN_ PEAN- 
NING A; BUSINESS IN THE NETHERLANDS.

I 

Published by Algemene Bank Nederland N.V., 
Business Development Group, ‘Vijzelstraat 52, 
Amsterdam, Netherlands; 1975., 2413p; 
Boo_klet containing information for those «con- 
templating a business in the Netherlands. 

Library International Blireau of 
Fzscal‘ Documentation no. B 7186 
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NETHERLANDS/EEC 
UITVCERING VVAN HET GEMEENSCHAPSRECHT 
OP STUK VAN DOUANE EN <ACCIJNZEN, 
BELASTINGHKRMONISATIE EN AFGIFTE VAN 
CERTIFICATEN VAN OORSPRONG, ‘ 

by H. A. H. Audretsch, P.van Dijk'and J. P. G. 
W.Pumot. Series: De uitvoeritig= van het ge- 
meenschapsrecht in de N'éderlandse rechtsordé, 
part I. Published by H. D. Tjeenk Willink BV, 
Postbus ‘58,‘Gr0ningen, 1972. 8 + 143 pp. 
Study of the impact of community l‘aw op the 
Netherlands legislation. ‘The ‘material is" ap- 
proached through three‘articles ‘in' the fie‘lc'l of 
tax harmonization.

‘ 

Library Iriternational Bureau of 
Fiscal Documentation 110. B 7156 

N O R W A Y ( 

SKATTELOVENE BIND III, 
by L.Bugge and B',‘Skreiber‘g. Published' by 
Sem &‘Stenérsen A.S., Akersba‘kken 10, 0l 1, 
Norway, 1972‘. 5th edition. 408 pp. 
New revised and updated edition of volume III 
of a series of b00ks containing the text -and 
annotated comment thereto of .various special 
law's Icor’mected to the Rural and Urban Tax 
Laws of 1911 as well .as a smvey of' tax tr‘eaties 
concluded by’ Norway with Denmark and Swe- 

' 

den; - 

Library International Bureau of 
Fxscal Documentation no; ‘B 7007 

SKATTELOV BYENE AV AUGUST 1911 
MED TILLEGGS LOVER, 
by J.E.Th0,1_1ile. Ed. by K. L. Bugge and B. 
Skr‘eib‘erg. 'Publi's'h'ed' by Sem 8: Stenerseh A.S., 
Akersbakken 1’0, Oslo 1, Norway, 1972. 856,131). 
Amended téxt of the Urban Tax Law of 1911 
Wit‘fi‘ annotated cemment thereto. Thre' material 
of this 13th edition includes amending laws of 
December 17, 1971. * 

Library International Bureau of» 
Flscal Documentation no. B 7008 

S W I T Z E R L A N D
' 

ANNUARIO' STATISTICO DEL CANTONE TICINO 
1972..

' 

Published by Ufficio -cantona1e~di statistiéa, Bel- 
.linzona (Ticino), Switzerland, 1973! 505 pp.

~ Bulletin Vol. XXVII, .July/juillet no. 7, 19.73 
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Annual statistical report for 1972 of the cantc'm‘ 
Ticino. _ 

Librafy International Bureau of 
Fiscal Documentation no. B 7006 

DIE GERECHTE' STEUERLAST. PRINZIPIEN DER 
STEUERVERTEILUNG UNTER STAATSPHILOSO- 
PHISCHEM ASPEKT, ‘

' 

by K. H. Ossenbiihl. Sammh‘mg’. Politéia, Bd. 
'XXVII. Veréffentlichungen des Internationalen 
Instituts 'fiit Sozialwissenschaft und Rolitik,. Freie 
burg, Schweiz.. Published 'by, F. H. Kerle Verlag, 
Heidelberg, 1972. 184 pp. 
Study on justice in taxation in a society in which 
private income and capifal is allowed». 
Library Internationlal Bureau "of 
Fiscal Documentatlon no. B 7179 

SWITZERLAND/USA] INTERNATIONAL 
BANKING sECfiECY IN SWISS AND ‘ INTER- 
NATIONAL TAXATION, 
by W. Meier. Reprint from the Intéingtiqna! 
Lawyer, Vol. 6, No. 1, January 1973. Published 
'by the‘Amezican Bar Association, 1973. 29 pp. 
Study on barikir'lg secrecy in Swis_s and inteina- 
tional taxation with, emphasis t9» US ’rélation.’ . . 

Library International Bureau of 
Fiscal Documentation n9. :B 7119 

T H A I L A N D‘ 
ECONOMIC DEVELoéMENT AND POLICIES. 
CASE STUDY OF THAILAND, 
by G‘ A. Marzou‘k. Published by Academic Book 
Services Holland, P.O. Box 66, Groningen, Ne- 
therlands, 1972. 471 pp. 
This study_ attempts to illustrate the structural 
changes that have occurred in the ecggomy'of 
Thailand and the policies that have‘ggngrafed 
them. . 

Iibgary International Bufqan of 
Fiscal Documeritation no. B 7176 

UNITED KINGDOM 
CASES AND MATERIALS IN REVENUE LAW, 
by A. J.Easson-. Published by Sweet 8: Maxwell 
Ltd-., 11 New Fetter Lane, London EC4P 4EE; 
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1973. 30 —|— 544 pp. 
Textbook in which, through collection of cases, 
the basic principles governing the nature of pro- 
blems which thé tax system! attempts -to solve as 
well as the basic philosophy upon which the 
preferred solufi'or'; is founded is explained. 
Library International Bureau of 
Fiscal Documentation no. B 715_4 
SIMONj'S, TAXES, 
Finance Bill 1973, Published Tby ‘B‘utt'erworth 8: 
(20., 88 Kingsway, London, England, 1973. 99 
1’1"

V 

The text of the Bill as first présented to Parlia- 
ment and published on March 27', 1973, followed 
by explanatory reproduced. 

Library InternationOal Bureau of 
Fxscal Documentatlon no. B 7181 
IFS CONFERENCE ON PROPOSALS FOR A TAX- 
CREDIT SYSTEM, ' - 

Publication No. 5. Published ‘by Institute for 
Fiscal” Studies, 1 BelL Yaxd, London WCZA ZJX, 
1973. 6 —f— 85 pp. .

7 

Compilation of papers and discussion of the 
confegencé on the Tax Creélif Scheme (hegativé 
inc'omc' tax)‘ held on December 18,‘ 1972 in 
connection i0 the Green Paper thereto. 
Librafy Interpatiqnpl Bureau ofv _ 

Fxscal Documentauon no. B 7137 

LAW 8; PRACTICE OF SOCIAL SECURITY, 
by A. Harding Boulton. Published by Jordan 8: 
Sons Ltd., PO. Box 260,. 15 Pembroke, Bristol 
B. 899 7DX, 1972. 285 pp. 1 . 

This work aims to present in an easily readabl 
fofm ‘a-pi'ctur‘e of social security ind welfare law 
and practice as it e‘xist‘s‘ in the United Kingdom 
in‘ the year 1972. ‘- 

I‘ibrary Interhatiéqal Bureau of >: 

Fxscal Documentation no. B 7109‘ 

TAXATION MANUALJFINANCE ACT 1972 SUP- 
PLEMENT. INCOME TAX AND SURTAX, LAW 
AND PRACTICE, ‘ 

by P. F. Hughes and J. M. Cpoper. Published by 
Taxation Publishing Company Ltd., 98 Park 
Street, London WIY 4BR, 19-72. 10 + 68 pp. 
Library Internation'al Bureau of 
Flscal Documentatlon no. B 7061 

USA 
AMERICAN FEDERAL TAX REPORTS. 
Secénd .Ser‘ies, Volume130’. Published by Prentice 
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Han, Inc., Englewood Cliffs, NJ. 07632 U;s.A., 
1973. 
Unabridged federal and state c0urt decisiogs 
arising under the federal tax laws. and xcported 
in Prentice-Hall Federal Taxes duging the second 
half of 1972. 
Library Intehationpl Bugeau of 
Fiscal. Docummtatlon no. B 7179 

ESTATE PLANNING :' QUICK _REFERENCE OUT- 
LINE,

7 

by R.Spinney. 20th edition. Published by 
Commegce Clearing House, 4025 W. Peterson 
Ave;, Chicago, 111. 60646, 1975. 136 pp, 
Quick reference outline designed as an aid to 
property owners and their advisers in both in: 
come tax and death tax planning with reference 
to the legislation! ana court decisions. 
Library International Bureau of 
Fiscal Documentation no. B 7095 

FEDERAL ESTATE AND; GIFT‘TAXES -: CODE 
AND REGULATIONS —. AS OF APRIL 1, 1973. 

Published by Commerce Clearing House, Inc., 

4025 Peterson Avenue, Chicago, Ill, 60646, 
U.S.A., .1975. 384‘ ppm ‘ 

Full texts of the estate and gift tax provisions 
of the Internal Revenue Code and the -con;es-: 
pgnding official xegulgtions. 
Library International Bureau of 
Fiscal Documentation no. B 7188 

1973 U.S. EXCISE TAX GUIDE. 
Published Commerce Clearing. House, Incl], 

4025 W. Peterson Avenue, Chicago 60646, 
U.S.A., 1973. 456 pp. _. 

Explanation to the'excise‘ taxes and all otheg 
laws enacted up‘tQ date .of its publication. in- 
cluding refezenqes to new regulations, import- 
ation fulings and, court decisions. Dealth with in 
this volume is the intcgest equalization fax‘ ex- 
tension through June 30, 1974. 
Library Internationgl Bgreau of 
fiscal Documentanon no. 13 7:185 

STOCK VALUES AND DIVIDENDS' FOR 1973 
TAX PURPOSES. MARKETING VALUES, PAR 
V‘ALUEs AND DIVIDENDS, OF'LISTED OR RE.- 
GULARLY QUOTED STOCKS” FOR 1973 FEDERAL, 
STATE AND LOCAL TAX PURPOSES. 
Published by Com'merce Clearing House, Inc, 

' 4025 W. Peterson Ave., Chicago 60646, U25£A., 
1975. 190 ‘pp. 
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This book presents stock values‘ and" dividends 'in 
use in the prgparation of state and localL ‘per- 
sonal property tax and federal and statc- income 
tax returns. 
Library? International Bureau of 
Elscal Documentation no. B 6939 

USA [C A N A D 
DISC - LATEST DEVELOBMENIS, 

I
, 

Changes in UK. and Canadian tax law; $139. 

482; and foreign exchange. V91. VII._Publishéd 
by the International Tax Institute, Inc, 70 ‘Pi'ng 
Street, New York, N,¥.=‘1’Q_005,, -U.S.A,, 19-13, 
182 pp. + appendix. 
Compilation of papers of 1972 Public Tephnical 
Meeéings of ‘Ihtér’nhtion‘al Tazé'ihstitute on DISC 
and changes it; English and Canadian Tau; Law 
and other current tax problems. 
Lfibxary Internationpl Bureau of 
Flscal Documentatzon no. B 7100 
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USS-R -
. 

DIE ORGANISATIONSSTRUKTUR DER SOWJE- 
TISCHEN AUSSENWIRTSCHAFT. 

I I 

by H. Clement. Verfiffentlichungen des 
‘Ihstitut‘ fiir Wissenschaftsfoxsghung. Publishgd 
.by Veflag Weltarchiv, Neuet Jfingfem‘siié'g 21, 
2000 Hamburg 36, 1973. 223 pp. 
Monograph study on the structure of the orga- 
nizatipn of the foreign trade of Soviet Russia}

' 

Library Internationpl Bureau ‘of 
Fiscal Documentation no. B 7157 .r¢,,", 

_V E N E Z U E‘L A 
INFORME ECONOMICO CQRRESPONDI'ENTE AI. 
AND 1971. I.“ ‘ 

Published ‘by Band) Cen’trail d'eVene‘z’uel'a, ES- 
quinaade la; Cgrmelitas, Caracas, cg. 1272. 

Economic report of the Central Bank of Vene; 
. male; for thé'year 197/1. ‘ 

.‘ ~ 

Library International Bureau of 
Fxscél DoCumentation no. B 15.276 

Releases from May 1 - May 31 

A U s T R I A
V 

KOMMENTAR ZUM GRUNDERWERBSIEUERGE. 
SETZ, x: ,. . . 

release 4 ‘ 

‘ 

' ' ‘ 

Wittschaftsverlag Dr. Anton Orac, Wién; 

K6MMENTAR ZUM zoLLGBsETZ. i955, ' 

release 8 ‘ 

Wift$cha£tsverlaga Anton ’Orac, 'Wien , 

DIE OSTERREICHISCHEN ABGABENGESETZE. 
TEXTAUSGABE, . _

' 

releases 7-12 
Wirtschaftsverlag Dr. Anton-'Orac, Wien

~ 

AUSTRALIA 
AUSTRALIAN CURRENT" TAXATION, & SERVICE". 
April realease 
Butterwoxth Cm, Sydney 4 
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SALES TAX EXEMPTION AND CLASSIFICA- 
TIONS. 
release7 r~ ‘7 
Commissioner Qf Takation, Canberra; ACT. 
2600‘, Australia: ‘ ' 

‘ 
‘ "- " 

BELGIUM 
DOORLOPENDE DOCUMENTATIz IN'ziz 
B;T.W; / LE‘ DOSSIER PERMANENT 952m 
T.V.A., a . a , 

release 44
v 

Editions Seriice, Brussels Fm" 

FISCALE DOCUMENT ATIE .VIANDEWINCKELE‘. 
BOEK DER BAREMA'S - 

Tome 11,. release: 16 
Tome III, release 20 '1‘ ‘ 

TdmeIV, t‘él’eés'e 24 1 

Tome IX, _releases 45, 46, 47 
Tome XIII, release 16 
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Vandewinckele, Brugge/ C. E. D. Sams‘om 
N.V., Brussel

‘ 

TRAiTES DES IMPOTS SUR LES REVENUS, 
I¢1¢ase 4.8

‘ 

Jq§ep'h Otten, Liége 

CANADA. 
CANADA TAX LETTER, 
release 199 
Richard de Boo Ltd., Toronto 

CANADIAN CURRENT TAX.» 
releases 17-21 
Buttexjworth & Co., Togonto . . 

ONTARIO TAXATION SERVICE RELEASE, 
releases 15, 16 ‘ - 

Richard de Boo Ltd., Torbnto 

DENMARK 
SKATTEBESTEMMELSER 
— SKATTEBESTEMMELSER - OMSAETNiNGSAF- 

GIFT, 
release 51 

—~ SKATTENYT, 
release 68 

—- SKATTEBESTEMMELSER, 
release 70 . 

A.S. Skattekartoteket Informationskontor, Copen- 
hagen 

Ema 
DROIT‘S DES AFFAIRES DANS LES PAYS DU 
MARCHE COMMUN. ‘ 

releases 69, 70 
Edition Jupiter, Paris 

HANDBOEK VOOR DE EUROPESE GEMEENL 
SCHAPPEN ‘ - -

" 

-— KOMMENTAAR OP HET 'E.B..G., EURATOM 
EN EGKOS VERDRAG ' 

. 
. 

"- ‘ A 

VERDRAGSTEKSTEN EN ' AANVERWANTE 
STUKKEN, ‘ . 

releases 127, 128, 129 
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—- TARIEPLIJSTEN, 
' release: 1 22 

N.V. UitgeversmijIJE. E. Kluwer, Deventer 

FRANCE 
BULLETIN DE DOCUMENTATION PRATIQUE DE 
TAXES SUR LE CHIFERE D'AFFAIRES ET CON- 
TRIBUTIONS INDIRECTES, 
release 1 
Editions F. Lefebvre, Paris 

DICTIONNAIRE FISCAL PERMANENT, 
gelease 95 
Editions Legislativcs et AdminiStratives, Pagis 

JURIS"CLASSEUR: DROIT FISCAL: CODE FISCAL 
«CHIFFRB D’AFFAIRBS», 
release 5 171

I 

Editions techniques, Paris 

MEMENTO LAMY — FISCAL, 
release E, F 

Services Lamy, Paris 

‘GERMANY 
ABC F UHRER LOHNSTEUER, 
release 80' 
Fachverlag ffir Wirtschafts- und Steuerrecht, 
Schaffer und Co., Stuttgart 

KOMMEN’I‘AR ZUM MEHRWBRTSTEUERGESETZ» 
- SChombutg/Kuht, 
release 43 ' 

Hermann Luchterhand, Neuwied 

RWP. RECHTS-' UND WIRTSCHAFTS PRAXIS 
STEUERRECHT, 
release 160 
Forkel Verlag, Stuttgart-Degerloch 

WORLD, TAX SERIES - GERMANY REPORTS, 
releases 46, -47 
Commerce Clearing Home, Inc., Chicago 
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— LOONBELASTING, 

releases 120, 121 
——- VENNOOTSCHAPSBELASTING, 

release 40 
—- INKOMSTENBELASTING, ‘ 

releases 265, 264 
——- PERSONELE BELASTING, ENZ., 

releases 118, 119 
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release 99 ~~ 

~~ 

~~ 

~ 

~ 

~ 

~ 

~ 

~ 

~~~ 

~~~ 

~~~ 

~~ 

~ 

~ 

~

~ 
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~~~ 

-— ALGEMENE WET, ENZ., 
releases 137," 158 

— VERMOCENSBELASTING, 
releases 15, 16 

N. Samsom N.V., Alpheti a'.d. Rijn 
BELASTINGWETGEVIN G, 
releases 10, 11 
D. Brouwer 8; Zn., Arnhem 
BELASTING WETGEVINGSER'IE 
—- LOONBELASTING, 

release 23 
'— WET OP DE VENNOOTSCHA’PSBELASTING 

1969', 

release 8 
J. Noorduyn en Zn. N.V.; Arnhem 
BELASTINGWETTEN, 
release 46 

“ D. Brouwet en 211., Arnhem 
FED'S 'FISCAAL REGISTER, 
release 5_3 
N.V. Uitgeverij Fed., Amstegdam 
FED'S LOSBLADIG FISCAAL WEEKBLAD, 
releases:1403-1407 
N.V. Uitgeverij Fed., Amsterdam 
FISCALE WETTEN, 

, releases 53, 54 
N.V. Uitgeverij Fed., Amsterdam 
GUIDE 'TO THE ESTABLISHING OF INDUSTRIAL 
OPERATIONS IN THE NETHERLANDS, 
releases 159, 140, 141 
Staatsuitgeverij, Den Haag 
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—— I'TARIEF VAN. INVQERRECHTEN,. 

release 184
V 

N.V; Uitgeversmij. E. E. Kluwer, Deventer 
KLUWER'S TARIEVENBOEK, 
release 121

> 

N.V. Uitgeversmij; E. E. Kluwer, Deventer 
LEIDRAA‘D BIJ DE BELASTINGSTUDIE: 
Mr.‘ C. van Soest em A. Meeting, 
'release 24 
S. Gouda Quint e_nz., Arnhem 
NEDERLANDSE BELASTINGWETTEN. 
W. E. G. de Groot, 
releases 96, 97 ' 

N. Samsom N.V., Alphen and. Rijn 
NEDERLANDSE WETBOEKEN, 
release 1’26 ' 

-
' 

N.V. Uitgeversmij. E. E. Kluwer, DeVenter 
DE PARLEMENTAIRE BEHANDELING VAN DE 
NIEUWE BELASTINGONTWERPEN, 
release 36‘ 
N. Samsom N.V., Alphen a._d. Rijn 
DE SOCIALE VERZEKERINGSWBTTEN, 
release 67

‘ 

N.V. Uitgever’smij. E. E. KIuwer, Deventer 
STAA'I‘S- 
WETTEN, 
gelease 122 - 

N.V. Uitgeversmij. E. E. Kluwer, Dcfventer 

EN ADMINISTRATIERECHTELIJKE 

VADEMECUM VOOR IN— EN UITVOER, 
release 455 
N.V. Uitgeversmij. E. E. Kluwer, Deventer / 
N. Samsom N.V., Alphen a.d. Rijn’ 

.IDE VAKSTUDIE: FISCALE ENCYCLOPEDIE 
~— INKOMSTENBELASTINGEN, 

release 1 20 

~— LOONBBLASTINGEN 1964, 
releases..80-83 . 

N.V. Uitgeversmij; E. E. Kluwer, Deventer 
VAKSTUDIE BELASTINGWETGEVING » — INVORDERINGSRECHT VAN DE EISCUS, 

releases 7, 8 
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—— GEMEENTELIJKE BELASTINGEN B.A., 
release 8 

NY. Uitgeversmij. E. E. Kluwet, Deventer 
VENNOOTSCHAPPEN. VERENIGINGEN EN 
STICHTINGEN 
-—- B ahd A. 

release 55 
I I 

N.V. Uitgeversmij. J-E. E. Kluwer, Deventer 

SPAIN 
CIRCULAIRES' BOLETIN'ES DE ‘INFORMACION, 
April release

_ 

Gabinette de Estudios (T.A.L.E.), Madrid 

U. S. A. 
FEDERAL TAX GUIDE REpOis, 
releases 30-34 
Commerce Clearing House, Inc., Chicago 

310 

FEDERAL TAXES REPORT BULLETIN, 
releases 17-22 
Prentice Hall, Inc, Englewood Cliffs 
FEDERAL TAXES REPORT BULLETIN - TREATIES. 
release 10

V 

Prentice Hall, 1116., EngIeWood Cliffs 

STATE TAX GUIDE, 
releases 551, 532, 535 
Commerce Clearing House, Inc, Chicago 
TAX IDEAS - REPORT BULLETIN, 
releases 7; 8, 9 
Prentice Hall,- Inc., Englewood' Cliffs 

TAX TREATIES, 
release 255 , 

Commerce Clearing House, Inc.,_Chicago 
TAXATION OF INTERNATIONAL OPERA- 

TIONS, 
releases 26-29

\ 

Pgentice Hall, Inc, Englewood Cliffs 
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c .:2 ment de la République de Singapour tendantjifivitervlat double imposition en 
matiére d'impéts sur le revenu. 
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A WEEKLY REPORT ON ALL TAX DEVELOPMENTS 
SIMON’S WEEKLY TAX SERVICE 

Available to all tax practitioners, this Service notifies subscribers of developments in 
their field every week. 

The Service divides into two series of loose-leaf parts; separately bound: 

Simon’s Tax Intelligencé 

The “Intelligence reports all immediate 
developments in tax law and practice. 
Statutory Instruments and official Press 
Releases are printed, Parliamentary bu- 
siness is co'vered, cases are summarised Ion 

.deli'very of' judgment, and the‘ Whole is 

cumulatively and chronologically indexed. 

Simon’s Tax Cases 

Full reports of all tax cases are delivered 
into the hands of subscribers as soon as 
possible after judicial revisioha of judg— 
ment. All judgments are printegl verbatim 
and in full. The Cam: will be fé-pub‘lished 
in a bound volume at the end of the year, 
and will build up into an authoritative 
series of tax case reports. 

The Intelligence is edited by JOHN JEFFREY-COOK, FCA, FCIS, FTII, Managing 
Editor of Simon’: Taxes. The Cam are edited by RENGAN KRISHNAN, Barrister; 
Consulting Editors are JOHN JEFFREY-COOK and R. N. G. HARRISON, Managing 
Editor of The All England Law Reports. 

The new Service-complements the existing services to Simon’x Taxex, Green on Death 
Dutie Sergeant on Stamp Dutie; and de V oil on Value Added Tax - all outstanding 
and authoritative WQI'kS on their own subjects, now drawn together in the comprehensive 
web of the new Service. 

SIMON’S WEEKLY TAX SERVICE is speedy, accurate, 
comprehensive ...and essential. , 

. ‘ 

Apply now to the Publishers for further details. 

Butterworths, 88 Kingsway, London WCZB GAB 
362 Bulletin Vol. XXVH, September/Septembre no. 9, 1973



ARTICLES * * * 

LAWRENCE F. HEYDING *: 

CORPORATE REORGANIZATIONS' 
(“ROLLOVERS”) IN CANADAH 

The Canadian government has not, to my 
knowledge, altered its previously expressed 
intent to negotiate revisions to a11= of its 

international tax treaties so that Canada 
will be free ‘to tax non-residents on- certain 
capital gains apd on certain notional reali- 
Zati‘ons of incfements in capital values.

I 

There appears to be a fairly general accept- 
ance of the View that a country in which 
there is a permanent establishment should 
have the first chance to tax the taxpayer 
on capitél gains realized on dispositions of 
capital Property that was related to the 
business of that permanent establishment. 
The Canadian govemment’s objective 
reaches beyond that. 
There is one observation I would like to 
make before being forced by time to pass 
rather lightly over serious questions of 

. principle. Effort must be applied to make 
given tax systems work and reasonably 
mesh with one another. However, I believe 
that a number of the key rationalizations 
at play in the maintenance and evolution 
of tax systems are based on erroneous pre- 
mises and unsound working assumptions. 
Innumerable myths are used as.lances and 
others as shields in the rationalizations de- 
veloped to support new taxes here or to 
restrain imposition there. I think we should 
all be alarmed by the multiplying power 
that we grant to these myths — by our 
failure to tear their masks away at‘every 
practical opportunity. There are a variety 
of vested interests in each rationalization — and a reluctance ‘to let go of What has 
been found useful or even just tolerable. 
However, the underlying myths are serious- 

ly distorting economic judgment. They are 
also adding to the flames of' narrow-mind- 
ed nationalism. The balance of myths now 
weigh heavily against what is" referred to 
as free enterprise. In my View, it is long 
past the stage where business is justified 
in thinking it can cope with ceztain un- 
sound assumptions and, with respect, I 
think we 'are also past the point where 
government administrators can‘ confine the 
influence of the myths to accomplishment 
of good for society. 
In keeping with this admonition, I feel 
constrained to seriously make another stab 
at a mask —- albeit not one of the most 
serious. The combination of a capital gains 
tax and continued inflation is, to that ex- 
tent, not a tax on .gains — it is a tax out 
of capital. There is a good argument that 
Where a host country has allowed or suffer- 
ed a material decrease in the purchasing 
power of its monetary unit of measure, it 

should not have the right to levy a tax on 
a resulting mythical gain. I know there are 
a number of suggested answers to this, in- 
cluding one that inflation is and will con-. 
‘tinue to be a general phenomenon through- 
out the world and there Will be a rough 
balancing ,out — another, that inflation 
will surely be brought under control and 
will no longer have to be recognized as a 

* F.C.A., Senior tax partner for Canada of Peat, 
Mamick, Mitchell 8: Co. 
** Paper submitted on February 2, 1973 in New 
York City at the Conference of the International 
Fiscal Association on the Canadian-USA tax 
treaty. 
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CORPORATE REORGANIZATIONS (“ROLLOVERS”) 

factor. That is to be‘ hoped for. It seems 
to me it is more likely to nearly happen if 
we stop ignoring the effects of changing 
money values on measurements ofiso-called 
gains. I suggest that (adjustments of capital 
gains to allow for the intervening fluctua- 
tion in the yglue of- the‘vcurgcncy should be- 
sefiously sought, 

GZAPITALGAiNS‘ AND NON-RESIDENTS 
The Canadian gOvernmeflt bases its tax' ‘on 
the assumption that there should be pri- 
r'nen'yxtaxationt of capital gains in the coun- 
try in which the capital: assets exist ('I am 
differentiating h'ere frbm hormal situs). 
Subjects‘uto any overriding treaty, the 15w 
applies capital gains tax to non-residents 
onv transfers: of real property existing in 
Canada: 

‘ 

(:‘or ' an interest therein) ‘ whethen .it 
-has any’ CO'nnection wi‘thi'any bfisiness‘ or 
ndt. It applies 'the lg'ains" itax also :to ‘the 

following- (that are directly relevant to 
corporate reorganizat‘ions)’: r 

.'
. 

'-‘ fill shares"of the capi’tabstOck 70f:.'corpo- 
m-rations creat'ci‘d or :esident in Canada 
'- ‘exc’épt for the limitation that applies to 

the shares of "a corporation 'that is, in 
' 

. ‘Cfififidfiyfl pu‘bli't corp‘oratioh; V 

‘9 where they are shares of capital stock of 
- f'a 'édrpo‘ratio'n that is, in Canada; “a Pu- 
“ibli‘cj cofporat'ion; a transfer by anon- 

. 

resident is brought under tax ohly if.‘the 
' 

transfer Tis‘76f' a'block- 'of 'sh’at‘e‘s that re- 
‘ 7pré‘sents 25% or more of the class of‘thé 
‘ ‘capital stock invoNed of is‘ .a smaller 

'1 'transfé'r‘10ut of what W‘ais' a 25% block; 
The block would be determined 'by re- 

fereriCe to the holdings ’of the ’transferor 
- and also to ‘the- holdings :of all persons 
with whom the transfgrbr' did nb't deal 

[at arm’s' léngth, and' ultifpatély__to the 

; tholyd‘iggszaf‘gny timg during the.'5 «yea'rs 

préceding the disposition (but without 

reference to any time prior to calendar 
year 1972). If the Canadian government 
has its avowed Wish, the treaties would 
remove any Preseht obstacles in that 
course; 

I 

‘ - 

- the foregoing, of course, are in addition 
.3! .to thq taxation of gains or notional ‘gainfis 

bn tfansfers of capital- prqperty.that had 
‘ 
"been used- in carrying. on ,busigiess it}: Ca- 

‘ gada; 
F . V 

, . ‘ . 

- but, further,’where more than 50% of a 
' partnership’s property had been in Ca- 
nadian assets (as~defined),‘ a non-resi- 

~ dent who transfers an interest in that 
partnership is brought into tax on any 
capital gain or notionfil gain on that 
transfer; 

~ 
‘

I 

- there-are other assets existing in Canada 
brought under charge (apaft from those 
related to foxeign affiliates); 

Scope of 1'ecognitian “of gazim' is Wide; 
Money or the fair market value of What is 
received is‘ generally retognized Where 
'there is a “dispbsit’ion” —'and' that. is 

Widely defined. It includes e.g; redémption 
or'cancellation of a share. Also important 
to the realm of corporate.reorganizations 
is the farrzeaching Canadian general ta'x 

provision that all. transfers of property of 
a corporation to‘ shareholders or to persons 
or entities 'not at arm’slength, ' 

:- ‘give ri'se-‘to, deemed income :or capital 
realization at“ least' as. great' as the fair 

- market 'value; a , A. . 

-‘ cafmot. give the txansfer’ee a d'eductible 
cost or‘ 'co'stfbase gréater‘ than fair market 

- value. '3 
‘ ‘ 

‘ 

g» .- 

There ’are few ekceptio'ns. The' avenue’for 
tax'-free rollovers is a_s’a ‘narmw tortuous 
ché’sxfi‘com‘pared to an eight-lane ‘highWay 
for non-recognition ~of gains and lo'Sses for 
U:.=S=. tax: purposes. Not only is‘ the chasm 
unaécommodating :1 the statutory: Provisions 
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determining What gives rise to a deemed 
rgalization of then fair market value reach 
far beyond what really constitutes econo- 
mic realizatibn. 
It is' to be recognized that ‘the Minister of 
Finance who sponsored the tax reform did 
announce that the very narrow basis for 
taxefree rollo'vers of capital a‘sséts would be 
expanded. _after the administration becomES 
more familiar with the problems and the 
risks of the tax cQ'llect. Be, that as it may, 
tax administratbts in Canada have never 
been eager to give up any established pro- 
vision that might p_rove useful to them. It 
seems to the that we_must grapple with the 
thrust. of the tax law as it now stands. It 

may be with us for a long time. 
The' new Canadian tax law has been great- 
‘l‘y‘ influenced 'the conterition that‘ "de: 
IaY””‘in the taxation of gainé in the value 
of_capita‘1‘ assets is an' inequity — that the 
‘tax dn increments should be levied as soon 
as the opportunity preSents itself —. and 
therefq‘re tax-free rollovers are a cencession 
to be grudgingly afforded. 
In theurealist'ic sense, there is a double tax 
when; chic to a difference iii timing, a tax 
paid‘ in the host Country is hot the ‘subj'éct 
of a tax credit in the home cOuntry until 
many years later; This, is ifi addition to the 
fact that an interim notional realization of 
a gain might prove' to have flown in the 
face of an ultimate reality of a loss on the 
property. ‘ ' ' 

.- 

The present Canada-US; Reciprocal T 
Convention is silent as ‘to timing and, at 

least-on the Canadian' éide of the ‘bOIder, 
'the administration has been singularly im- 
sympathetic to the position of taxpayers 
inequitably 'hgrt by this fact. There apPears 
to be a strong argument that Canada’s new 
foreign tax credit carry-over provisions do 
not embrace foreign taxes on dispositions 
of capital property. I‘ think thefe 'is a-coun~ 

LAWNCE F. HEYDING 
ten position that might well be taken, part- 
icularly with respect to dispositions of de- 
pr’eciable property, goodwill and resource 
property. (Actually, the latter two are ex- 
cluded from the definition" of “capital 
property”.) [831.26 8c (7) (a); S. ‘9 

(3); S. 39 (1), (21)] As I understand it, 

the going interpretation in Canada of Arti- 
cle XV of the Tax Convention rendérs it 
virtually meaningless. 
While we here are concerned primarily 
with tréa‘ty negotiations, we must bear in 
mind that some US. residents and enter- 
prises are already exposed to- Canadian ca- 
pital gains. tax due to the existence of -a 
permanent establishment in that country. 
(Article VIII then being inoperative). The 
quantum of the gain recognized- will be 
limited by 'the effect of the December 22nd 
or 3slst 1971 values, but that rule .does not 
apply to- goodwill or to resource Property. 
As to these‘two, the portion of actfial. or 
deemed proceeds that would come under 

' 

tax automatically increases each year. As~to 
other true capital property, some of the 
protection of the valuation 'day value may 
be. sacrified if we negotiate that narrow 
chasm I alluded to. In any event, inflatioh 
continues to work its toll. 

The main problem area: in corporate re- 
organizations appear to be 
-' notional gains 

' ‘
' 

differencés‘ in "the timing of recognition 
of ‘gains a'nd losses on capital property — including goodwill 'and resource pro- 
perties w ~ - 

v the effeflctsxof variable currency‘exchangg 
rates and curréncy tevaluations- ' 

-° Canada’s takation of designated ‘surplue 
'ses ‘ 

. 

‘ 
‘

' 

- extremely narrow foreign tax credit car- 
, 

riy-over provisions in Canada: ‘ 

Even Where the timing of a' gain or 1055 is 
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the same on both sides of the border, there 
may be significant difference. Canada’s 
capital gain and loss computations are ba- 
sed on a moving average cost, not a first-in 
first-out basiS; The sole exceptionis that 
the FIFO method is applied to a separa- 
tion between pre-1972 acquisition and all 
others. 
I will comment briefly on the apparent 
Canadian tax treatment of various reorga- 
nizing transactions that might be accorded 
non-recognition for US. tax purposes. 

TRANSFERS OF PROPERTY TO A NEW 
CORPORATION OR SUBSIDIARY 

Transfers to a Canadian or quasi-Canadian 
corporation cah be brought under Canada’s 
alleviating rollover provisions, but only if 
(immediately after the transfer) the (sin- 
gulgzr) transferor taxpayer (e.g. individual, 
corporation or, in this case, a partnership 
[8. 85]) owns at least 80% of each class 
of the issued shares of the transferee cor- 
pOration. Shares need not be the dnly’ con- 

, sideration received by the transferor. 
In most cases, a partnership is not likely to 
help a non-resident unless the assets and 
business are already therein and the part- 
nership is wound up Within 60 days of the 
transfer of. the assets and business to the 
corporation. 
Where the qualifications are met, the part- 
ies can elect any amount (within certain 

ranges) to be deemed to be the value (for 
tax purposes) at which capital property 
and goodwill were transferred to the cor- 
poration. In- this way, there can be avoided 
direct recapture of capital cost allowances 
on depreciable property and taxable gains 
on goodwill. But here the differences in 
treatments multiply. Cash or property (ex- 
cluding th_e transferee’s shares) received by 
the taxPayer are not taken into gains or 

income in Canada except to the extent that 
the value received excluding the shares ex- 
ceeds the adjusted cost basis of the proper— 
ty transferred to the corporation. In other 
words, the non-share Property received is 

not taken off the top and immediately re- 
cognized as Part of a gain. 
The amount elected to be deemed the pro- 
ceeds of disposition of property transferred 
to the subsidiary cannot exceed fair market 
value of that property, nor can the elected 
amounts aggregate less than the fair.mar- 
ket value of any cash or property (other 
than shares) received by the taxpayer from 
the transferfiae corporation. If the aggregate 
fair market value of what the taxpayer 
transfers down to the corporation is less 

than the fair market value of what he re- 
. ceives from the corporation (other than 
shares) — his cost base in the property 
received is reduced accordingly (in such a 
situation, there probably would be other 
tax problems that must be passed over 
now). There are provisions intended to 
safeguard the tax collector from claims for 
terminal losses on depreciables. 
The deemed cost of the shares receivéd by 
the transferor is, of course, equal to the 
balancing figure. 

Thus, both the Capital assets in the subsi- 
diary and' the shares held by the parent 
might be carried for tax Purposes at less 
than fair market value. Subsequent dispo- 
sition of the shares by the parent would 
give rise to a greater taxable gain (or lesser 
loss) .and (nonetheless) a subsequent dis- 
position of any of the‘capital. property in 
the corporation also would probably give 
rise to a higher tax. 

EXCHANGE OF STOCK OR SECURITIES IN 
A CORPORATION 

—- for stock or :emritz'e: in that corpora- 
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lion: There is a. tax-free rollover for Ca- 
nadian purposes only 

- 'as ‘to shares received as a result of exer- 
cise of a right of conversion existing in 
the surrendered shares or security [8. 51 
- amendment forecast] 

- in a statutory amalgamation meeting 
certain tests 

° under a .seemingly very narrow provi- 
sion dealing with “disposition” of a 
share of a corporation and acquisitio'n 

of the share by that corporation “in the 
course of reorganization of the capital” 
thereof ‘—. in exchange foi shares or 
other consideration [8. 86; S. 54 (c)] 

— for star-[é or .‘recurz'tie: in another corpoa 
ration: This is a tax-free rollover for 

Canadian purposes only 
- again, as permitted in a statutory amal- 

gamation [which is not really “another” 
corporation but rather, an expanded cor- 
poration] or 

' by transfer of the ,stock or securities 

down ‘to the 80% subsidiary!- as already 
outlined. 

There is no provision for a tax-free roll- 
over or “non-recognition” of gains or loss— 
63 where, for example, the transferor com- 
pany A that received the shares of the 
transferee corporation B then distributes 
the shares of B to A's numerous share- 
holders in exchange for their shares in A — whether as part of a plan of :corganiza- 
tion or otherwise. 
If A and B‘ are Canadian corporations, A 
would have to recognize any gain. based On 
the full fair mafket value of the shares in 
B. A US. shareholder would suffer a 15% 
withholding tax (or something analogous 
to that) on a deemed dividend equal to the 
excess of the fair market value of B’s 
shares over the Pa: or paid—up c'apital of 
the A' shares surrendered. Hopefully, his 
cost basis in B’s shares would equal their 

LAWRENCE F. HEYDING 

fair market value at the- time of receipt. I 

say hopgfully, since as I presently read 
them, the provisions leave something to be 
desired. 

Let’s look for a moment at the other side; 
the shareholder in Canada. If A and B 
were U.S.A. corporations going through 
what is a r’eotganizatibn for U.S. tax pur- 
poSes, a Canadian shareholder would have 
(as I understand it)‘ no gain or loss for 
US. tax purposes. I believe he would have 
a gain for Canadian tax purposes; If later 
he disposes of B’s: shares, he would have a 
low cost base fOr US. tax purposes and‘ a 
high c05t base for Canadian tax purposes 
:— and probably no foreign tax carry-for; 
ward. \

‘ 

The’ results of a split-24p would be along 
the same lines. 

A spin-off without reduction of the paid- 
up capital of A probably would, I.think, 
constitute a. dividend for Canadian tax pur- 
poses Whether or not a‘ part of a reorganis 
zation.’ ‘ 

The Canadian tax treatment of a share- 
holder who receives from a U.S.A. corpo- 
ration in a reorganization a split-off of "the 
shares of a subsidiary is not at all clear to 
me at this point. It may be that ‘the fair 
market value of the Shares of‘ the once; ‘sub- 
sidiary' B might be treated as preceeds of 
disposition of a part of 'the shares of the 
once parent A — with gains recognized 
and the cost ba'se in the B shares being 
equal to their initial fair market value.

‘ 

STATUTORY AMALGAMATIONS 
Where appropriate; Canada’s tax Provisi— 
ons dealing with “amalgamations” provide 
tax-free rollovers that under accommoda- 
ting facts are the least murky and anoma- 
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lens of .all‘. 
The income tax acts specifically define 
-“aima1gafn'zition” to be a. merger of two or 
more Canadian (or quasi-Canadian). tot- 
porations otherwixe than by a purchase of 
pfoperty of One-by the other or 'by'distri- 
bution of Property upon winding-up of 
due ‘into the other. The definition requires 
that the merger result in all of the pfoperty 
and all of the liabilities of the merging 
corporations becoming property and liabi- 
lities respectively -of the continuing corpo- 
ration. Further, all shareholders of the 
merging corporations must .be shareholders 
of the continuing corporatién.—.' except of 
course for a merging corporatioh that had 
been 'a- shareholder in another .merging 
corporation. .‘ 

C‘apa‘diau corporatg procedure does pro-. 

vide for‘wa statutory amalgamation of two 
or more corporations that, as though tri- 

butaries 'of a river; flow togéther‘ and cod- 
tfnfie as one. It is Cohtended that none of 
the corporations- go but of existence. Gene- 
rally - speaking,‘ statutory amalgamations 
have been considered to be feasible only 
between corporatiqns crgated..under the 
égmg jug‘sdictiOn. This prgsents a decided 
li‘miggtion to the'use of this form of reor- 
ganization, since there are galeven Incorpo- 
gépingjurisdfcgions in Cangda. . 

Th; tax aqts start oui by specifically deem} 
igg the.me‘rging'.compapies to have ended 
{heir “last” taxation yea}: just befote the 
gfiqlggghdfion (referzringu to these; as ‘fpre- 

deceéSors”) and by deeming a “new” cor- 
poration ti; have comé into being. They 
then set forth lengthy Provisions designed 
to provide a. lw-through of the tax posi- 
tion of the “predecessor” carporations ———- 

but with certain exceptions: - 

-" iloss carry-overs are foref'eited 
' sources of utilization of unamortized ex- 

ploration and development expenditures 

"become more confined. 
However, there canr'be more tax cost than 
that. A surplus in a predecessor that had 
been “designated” .vis-é—vis another Pre- 
decessor corporation is taxed at 25%‘ —— 
except to the extentit could be and‘ had 
beé‘rr converted to Tax Paid-Undistributed 
Surplus by payment of the special 15% tax 
prior to the amalgamation. 
“Designated surpluses" .vis~a‘1-vis. corpora- 
tio'ns remaining outside the amalgamation 
re‘main‘ “designated” Within the amalgama- 
ted company. A vertical amalgamation 
might also give rise to .a notional Post-1971 
undisttibuted income on hand vulnerable 
to a new designation on a changed con: 
trol. ' ‘ ' 

There is a trap here that could be serious. 
Specific prOvisions are. made to preserve 
'within the amalgamated corporation any 
“designated sunplus”, not taxed upon amal- 
gamation bat there is no specific law to 
carry over. the post-acquisition, earnings 
that should” be available for payment of 
dividends without penalty hto corporate 
shareholders, ‘i.e.. the desiggated surplus 
may rise on top and become the first sour- 
ce of dividends- and render these- taxable 
against a: “controlling” .corporation;. 
As’ to‘ fhé‘availability of a tax-free rollover 
ih‘ the shareholder’s? hands", there 'is 'a sta- 

tutory test to apply to his shareholdings. in 
e'ac-h given: predecessor corporation respéct- 
ively. These tests do not appear to be ex.- 
t‘remely‘strict but, of course, mu'st-be-‘ap- 
plied in'the facts of each-case. Generally; 
the shareholder is entitled where" 
- the shareholders of a Predecessor receive 
"only shares.of the amalgamated ‘cérpo- 
ratioh 4nd '- ' ' 

r A

. 

' that is‘ by way of conversion of preferred 
to substantially'the same preferred, 

' or, 'all of the common shareholders "of 
‘the Particular predecessor company (ex- 
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'cluding' anotherpredecessor) viewéd as 
'one'conglomerate group end up with'at 
least the prescribed percentage of each 
class of the common 1 shares of the 
amalgamated company. In effect, this 

“percentage is 25% .of the percentage 
' 

that thé fair market value of the com- 
‘mon‘ shares held in 'the predecessor cor- 
poration by all shareholders other than 

' another predecessor corporation bore to 
the fair- market value of all 'the common 

'shares 'ofitstahding before the amalga- 
mation. 

' 

x 
' - v

4 

° or ’the-sha'reholder concerned ends up 
uholdin'g. 80% or 'more'of each class of 
common shares of the amalgamated‘com- 
pany. 

Another anomaly-is that the effects of the 
capital gains' “tax-free zone” diovnot sur: 
vive beyond "their effect onithe adjusted 
cost base-that'is- car-tied (We: .to- the shares 
in the amalgamated company. Depending 
on evolving circumstances, this may work 
a disadvantage on conceivably an advantage 
to the shareholder. - - 

' " 

w' . 

REORGANIZATIONS, INTER-CORPORATE 
DIVIDENDS AND' “DESIGNATED 
SURPLUSES" 
Becafise most reorganiiations in Canada 
involvé actual Orq‘notional (“deemed”) Idi- 

vi'deh’ds, I should give :a partial sketch'of 
thé géné'ral Canadian tax tr'eatment ‘of divi- 
dgends. 

' 
' 

2 r 
z u a 

A .Icorpotatioh resident iri Canada still ex- 
cludes from ité taxable income dividends 
received "frOm a' Canfiaian or 'quasi-Cana- 
dign corporation ,— or from a corporation 
resident. in Canada‘and controlled by the 
recipient or (crudely expressed) by its affi- 
liates‘IS; 112 (1) & (6)‘(b)]'. - ~ 

There a'fe éicep'tidqsz." ' 
' 

I 

‘ 

_

" 

9' 'a dividend deemed received out 9f.de.- 
signated surplus is. taxed at 25% unleés 
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kit is out of the “1971 undistributed in— 
come on hand” that has been Converted 
to Tax Paid Undistributed Surplus by a 
15% elective tax paid by the dividend 
Paying corporation itself 

' a special refundable dividend tax is pay, 
able on ‘

. 

-.— dividends received from non-controlled 
Canadian or quasi-Canadian corporations 

— dividends from controlled private cor— 
- porations out of the latter’s investment 
income, wheret-hc dividend-paying core 
Poration has. received a refund of part of 
its normal corporate tax paid .on such 
investment income or of its refundable 
tax paid on dividends received by it. 

DESIGNATED SURPLUS 
Any 'contemplated reorganization of a cor- 
poration resident in Can'ada requires de- 
tailed- attentiOn to the highly complex mat- 
ters of “designated surplus” and potential 
designated surplus, “1971 capital surplus” 
(pbssibly Post-1971 “capital dividend aCa 
count”) and any “refundéble dividend tax 
on h‘afld”. The computations of “undistri- 
buted income on‘ hand”‘ in a Canadian cor- 
poration' that affécts a number. of these 
matters, are likely? 'to be quite different 
from the computations 'of earnings and 
profits. This is too large a. subject for exe 
position within this paper. Suffice it to 
point outhere' that in many Canadian se} 
cond tier sub-“subsidiaries held under a first 
tier Canadian subsidiary, nomresidents have 
a‘ potential designated surplus Problem. 
This‘fapplies even where all‘th‘e Canadian 
éompaniés be‘came- at their very inception 

1'. "‘Common” shin-e méans aushaxe the holder 
of which! is not precluded upon the reduction or 
:edgmption of the capital stock from participa- 
ging in the assets of' the corporation beyond ghe 
ambunt paid up thereon plus‘a fixed premium 
and a defined rate of dividend. 
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pa'rt of the related group of companies. 
Indeed, this area contains deep pitfalls. 

WINDING-UP
. 

Barring the: effect of an overriding treaty, 
the distribution or appropriation of assets 
on winding-up or reorganization of the 
business of a corporation resident in Cana- 
da will give rise to a chain of tax effects 
—— some of which may be quite sharp. The 
sole eXception is where a Canadian or 
quasi-Canadian corporation is totally 
wound-up into a parent Canadian or qua- 
s'i-Canadian corporation that owned 100% 
of all of the classes of shares bfitstanding 
immediately before the Winding-up. Even 
then, designated surplus may present pro- 
blems. . 

Except in the liquidation into a 100% pa- 
rent, the distributing corporation is deem- 
ed to have realized fair market value for 
all of its assets appropriated {8. 69 (4) & 
(3)]. (A prior mle‘ of receivables and Idle 
of inventories might roll these over) [8. 
23 8c 24]. The liquidation would this re- 
sult in tax on deemed income, notably on 
recapture of capital cost allowances, reali-v. 

zations of goodwill and resource proper- 
ties, and deemed capital ‘gains. A loss va-' 
Inc of one capital ,ass‘et might not be off- 
settable against gains on the others [8. 40 
(2) (6)]- 
The liquidation would result also in a 
deemed dividend to shareholders equal to 
the excess of the current fair market value 
'of assets distributed over the paid-up capi- 
tal of the shares surrendered v— (or in ex- 
ceés of the total Paid-up capital limit 2 of 
the corporation). Such deemed dividend 
flowing to a non-resident would be subject 
to ‘the normal Withholding tax (except to 
the ‘extent it is “paid” out of tax paid .sur- 
plus that the corporation created by the 
15% elective tax or out of 1971 capital 

surplus and except Mutual Fund Corpora- 
tion capital gain dividends and NRO In- 
vestment Corporation capital gain divi- 

dends). 
The quantum of the deemed dividend is 

unaffected by the adjusted cost base of the 
shares to the shareholder. The deemed di- 
vidend generally does. not reduce the ad- 
justed cost base of the shares unless by 
election it has bcen made out of the corpo— 
ration’s tax paid surplus or its 1971 capital 
surplus. In any event, a “loss” on surren- 
der of the shares might provide no tax 
benefit for a long time — if ever depend- 
ing on the availability of other taxable 
capital gains in Canada. 

CANADIAN/QUASI-CANADIAN 
CORPORATION WOUND UP‘ INTO. 100% 
PARENT THAT IS ALSO A CANADIAN/ 
QUASI-CANADIAN CORPORATION 
Treatment here is quite modified. This is 
by statutory provisiOn with no alternative 
election. These rules apply Where the cor— 
poration “has been wound up": 
- income and capital gains tax is deferred 

until, if, as and when the parent dispo- 
ses of (or is deemed to dispose of) the 
assets.‘ 

- the deemed dividend on Wind-up is re- 

stricted to the excess of tax' carrying va- 
lu'e of net assets over the corporation’s 

‘ “paid-up capital limit”. But, it is im- 
portant that for this purpose these carry- 
ing values of non-depreciable capital 

assets owned at December 31, 1971 are 
affected by the valuation day values. 

2. This is another complex tax animal -—‘ an_ 
extreme oversimplification is this: the paid-up 
capital availablg for return to shareholders as. 

capital is reduced (down to the “paid-up capital 
limit”) by any deficiency in the corporation’s 
1971 assets related to its then paid-tip capital 
and its 1971 undisttibuted income on hand, 
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- Where there is designated surplus, there 
might conceivably be a technical pro- 
blem in.effectively electing to pay spe- 
cial tax on this deemed dividend (since 
S. 88 does not repeat ‘8. 84 (7)). Where 
there is such a problem, it might be 
‘avoided by paying‘a dividend first. If 
the dividend is in specie or arranged 
without great care, this exercise could be 
abortive (“immediately before the wind- 
ing—up”). [5. 88} 

CURRENCY VALUES 
The Canadian acts provide that “where, by 
virtue of any fluctuation after 1971 in val- 
ue of currencies of countries other than 
Canada relative to, Canadian currency, a 
taxpayer has made a gain or sustained a 
loss”, that “gain 0; loss” is to be recog- 
nized as a capital gain or loss to the extent 
that it does not enter into the cbmputation 
of income from an office, business or 
property. [8. 39 (2)] 

MISCELLANEOUS 
Where the specific Canadian tax provisions 
are about to be involved to rollover in- 
ventory or receivables at agreed upon 
amounts different from fair market values, 
and ’one of the parties is a ULS.A. enter- 
prise, it would be well to determine that 
the tax treatment of the twp jurisdictions 
can be reasonably meshed. ‘[S. 22, 23] 
It should be noted here that there are spe- 
cific Canadian tax provisions dealing with 
options to dispose and options to acquire 
that might give rise‘to tax (at least tempo- 
rarily) at the time the option is granted. 
[8. 49] 
Settlement of a debt- at less than the prin- 
cipal amount is likely to give rise to an 
adjustment of loss carry-overs and cost 
bases. 

‘LAWRENCE F. HEYDING 

SUGGESTION 

It might well be that a taxpayer in his 
home country should be granted an elective 
right to accelerate timing of recognition of 
gains net of losses and to adjust his cost 
bases accordingly. 
Brief mention is made to the special tax 
voluntarily paid by a Canadian corporation 
to reduce, defer or eliminate the tax other- 
wise payable by its shareholders who are 
resident individuals; or by the shareholders 
of its parent corporation who are resident 
individuals. The tax may also operate to 
reduce the Canadi’fih tax otherwise payable 
by a non-resident shareholder. Presumably, 
it should be clear, or made clear, that in 
the sha'reholder’s home country, this tax 
may be treated (as a tax Paid on the share; 
holder’s behalf. 
But more important -— to me, it is quite 
dear that every effort must be made to 
convince the designers of tax laws and 
makers (including notably those in Cana- 
da) that many tax-free rollovers would not 
constitute concessions. 
Quite the contrary. They are the allevia- 
tions that Permit a tax (and in my own 
View an inherently bad tax) to function 
Without effecting intolerable and needless 
hindrances to the operation of the econo- 
my. 
Maybe in intemational negotiations some 
of the realities will be more fully perceived — with greater recognition of the unde- 
sirability of a capricious tax computed on 
fictional gains and unrealized gains —— 
quite apart from the compounding effect 
of double taxation. The obvious compli- 
ance, management and professional costs 
will be less than a tip of the iceberg — 
the major costs will be in economic op- 
portunities missed, with no offsetting be- 
nefit to the members of society. 
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DR; ERWIN SPIRO: "‘ 

5‘ 

THE 19.73 INCOME'TAX CHANGES IN'SbUTVH-zAFRI'CA 

I ; INTRODUCTION 

The aim gf~the 1973 Budget is, according 
to Dr.‘ Diederi’cih, the Minister of Finance, 
who is advised by the: Standing Commis» 
sion .of Inquiry into Taxation Policy, to 
stimulate the growth of the economy with- 
Qut' driving up costs‘ and :prices, in'ves‘t— 

ment rather than consumPfionmecéiv‘ing 
Priority, at the same time relieving the 
burden on the underprivileged: and the 
man- in the- street. Whether the Income 
Tax Act of 1973 achieves. that- -aim,\ may 
be gathered; frfom the- main 'chan-ges. which 
will now be set out. ' 

' ' 

IL DEEINITION OF‘GROSS INCOME 

1. insurance" gain: " _ 

The Sixth Schedule 't'or-the‘Act‘,‘ dealing 
with 'gains' ‘deter’min‘ed in respect of heme; 
fits payable under 'insurémce policies as 
defined, that is» broadly speaking life, en- 
doent and “sinking 'fund policies; and 
gains d‘efierminedi in respect of. consider: 
ations derived from cessions of such, pol; 
icies, has been considerably ,zémended 
"(which is hardly surprising); ‘ 

2. Preflgz'zzmx for men. ‘

. 

Payme'nts, whether of a capifal nature :or 
non-made byxway of premium or like cor;- 
sideration 'for‘ the ‘use, of .films,‘ video 
tapes ‘or discs for use in connection with 
television or ‘for‘ the use- of sound. recor; 
dings or'advertiSing matter connected there- 
with are-now included in gross income. 
The words “.prbperty which, in the opinion 

9f the Secgetary (for-Inland Revenue) is 

of a similar 'natuge’;,.1g9ntained in .the 

provision requiring the‘inclusion'in gross 
income of payments for their use havelbeen 
substituted- by the WQd “model, pattern, 
plan, formula or process or anymother 
property or right of a similar nature”. By 
way of a similar substitution, gross income 
now includes paymetits by Way of con- 
sideration or pd’ymen‘t's of. a‘ liké 'nature, 
Whether of a1 capita'l’fnatdre or 'h'ot,‘ for 
sci'entifié, technicial‘; industrial of home}:- 
"cial knowledge. or idfor‘matibn,' regardless 
'of'Whether’ 9': p'o’t‘ the knowledge 61? tinfo'g: 
tuition is c’c‘mneqteél With any property éuch 
“215% film; patent; étc.’ - 

3. Balance: of ' téytaifi 
' 

pr‘océedx 
' 

from 
dispoml of mining 4556155 

'

» 

Certain balances of the disposal of mining 
assets the cost of which qilalifi'ed as capital- 
expenditure'are. aflso included-in gross in- 
come.‘ 

‘ 
.

- 

4. Deemegi Jayme ,lof:.lénqw-/2'ow payment: 
Royalty ‘paymentgq (as: mgr: fiully described 
under. 2 above) vwhighrc'l'ate _to thg~ use, of 
films,,fipaltents,,etc._ in ,thel‘Republric- and _ 

‘know-how’_ Payments (as-more fully- des- 
cribéd under 2 (above) are .deemed‘ to, be 
derived from “sources within the Republic. 

111; EXEMPTIONS', :

- 

1. Certain treasury bond! ‘

, 

There is‘ now also an CXemption from nor,- 
mal' :tax in respe'ct of‘ the interest on 6‘ per 
cent Treasury Bonds (Conversion .Issue) 
up to a maximum amount of R2 400’ per 
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amm'mzvvin the ca'se of’any‘maxpayer.» 

2. Amount: relating to employee training 
scheme: , ‘ . ., 

There are further exempt 501. per cent of 
amounts derived ‘by an employer under an 
employee training scheme established an: 
derwan industrial council agreement, where 
the .emplé‘yer‘ has, undertaken to;. train 
employees in skilled work” and. the amounts 
are derived .in respect .of' such training; 

‘3; Capital element bf part/34:94? 
annuitiem - ‘ 

" 
'

. 

Inwtermswof' the new section, 10A, the cm 
pital‘ element of annuities payable under 
an annuity contract, as defined, *by an in.- 
surer tov’the purchaser «of théamfifity :or 
to his spouse or surviving spouse in ret'urh 
for a lump sum cash consideration given 
by the purchaser is exempt from normal 
tax. 

IV.. ALLOWABLEDEDUCTIQNS 

1,. Comributiomt‘toapemian funds, etc. 

The maximum amount allowed to ‘be de- 
ducted from the income in respect of cur:- 
rent contributions:.to a pension. fund not v 

established by law or for the benefit of 
employees of: a‘ 'local authority. h'as' been 
inéreased :to R1 250, per-‘naimumnande in 
respect of current contributions to_ a retire,- 
ment annuity fimd to R2 500 per‘ ammzm‘. 

2; Expartemallowame r v '

4 

The-exporters allowance“ tak'es accoumt o 
‘ a, wider range ofafexpenditure. ‘ 

3. Machinery invefimefit and Wilding 
invegtment allowazz'ces 

' 
' ' 

» ‘ 

The. benefits under the machinery: invest- 
mentaallowance and the buil’dingl'im‘es‘t- 
ment allowance have been enlarged; 

DR. ERWIN SPIRO 

4. A'J'Jefied'losfe: '- 

A person other than a company is no 
lodge}: ‘deprive’d'of the benefit of setting 
off a‘gainstinconié derivedby'him other- 
wise than from carrying on “any trade any 
assessed ‘loss incurred by him. 

5. Development allowance . . 

Mining undertakings. are no, lc‘mge: ex- 
cluded from. 'feceiving 'the develbpme‘nt 
allowance; and the' Minister of Financéj‘has 
been-empowered to: establish-categories of 
industrial undertakings which ate-on ‘are 
not eligible fonthe development allowance 
in cconog‘nic development areas ig general 
or in4any'1321rtilcular eéonomic development 
area. 

6f Expendituféimuiréd by playxically 
dimfiled’vpeflrom

‘ 

The ‘déduct'ion 1:1}, 'r'espcct of 
' 

expendgtigre 
incurred by physically disabled .peréonS has 
been increased, and it is no longer a r_e- 
quisite that such éxpénditure relates 'to the 
carrying on of a trade. 

7. Long-term z'mz’tmme Imfinéfl”
, 

Busine§s d’eal’t with by the Registrar of in- 
surance as long-term insurance business, 
such as non-cancellabl'e disability insurance, 
pr'é‘viding for benefits during periods bf 
di's‘ablement, falls Within the definition (if 

‘long-term insurance business’. 

8. Royaltie: andfiénow-‘lqow” payments 
Where royalties Or ‘knO'W-how 'payméhts 
7as referi’cd‘ to above 5215411 2“are derived‘by 
af peréon; nOt ‘EOrtiina-r’ily resident ‘in 'thé 

,-Repub‘lic 61: ‘by ‘a'company‘ riot regis‘féred‘, 

managed .or confrq‘ll‘ed in 'the‘ Republic, 
suEh person |or~company ié'dc'ee'med to have 
derived: a taxable 'inc‘ome from ‘suCh 
amounts equal to 30 per can't fhéreof; and 
the person gt‘)‘ incurs a liabilify ‘to pay 
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such amounts is required to pay tax in 
respect of such taxable income (at ordinary 
company rates applicable to non-mining 
income derived in ‘the Republic, excluding 
any loan portion), which he is entitled to 
deduct or withhold from such amounts. 

9. Capital expenditure of mine: 
In the interest of uniformity and in order 
to encourage mining development, future 
capital expenditure of all mines is allowed 
in full as a deduction in the year in which 
it is incurred. 

V. NON-RESIDENT SHAREHOLDERS’ TAX 

1. Wit/ydmwal of an exemption" 
The exemption from the non-resident 
shareholders’ tax of dividends paid by 
South African insurance companies to fo- 
reign shareholders is withdrawn. 

VI. UNDISTRIBUTED PROFITS TAX 

1. Dividend: dixtrz'bwed - 

Dixcretiondry powers of Secretary 
The Secretary for Inland Revenue is given 
a discretionary power to regard a dividend 
distributed out of profits during a year 
of assessment as having been made during 
the specified period in respect of such year. 

2. Dimibzztable income - 

New or unwed machinery allowance 
Any balance of the allowance in respect of 
new or unused machinery or plant not 
utilized to reduce the distributable income 
of the company concerned ‘to the amount 
of the dividends distributed during the 
relevant specified period may be carried 
forward to the succeeding yea: of “assess- 
ment if the company continues during the 
succeeding year to carry on the trade for 

374 

the purposes of which 'the machinery 01' 

plant is to be or is brought into use. 

3. Exemption - Mezxz'mum amount of 
resewes R50 000 

The exemption of a company from un-, 

distributed profits tax if the‘ sum of its 

reserves and the balance of its unappro- 
priated‘ profits at the end of the yea: of 
assessment does not exceed the sum of the 
dividends distributed by the company du- 
ring the six months after the end of the 
year of assessment and taxes on income for 
the year of assessment by R20 000 or 40 
per cent of the company’s paid-up capital 
at the end of the year of assessment, 
whichever is higher, has been amended by 
increasing the said amount of R20 000 to 
R50 000. 

VII. RATES 

1. Normal tax ( income tax) 
(a) Permm other than companie: 
Persons other than companies are, in tes- 
.pect of the year of assessment ending the 
28th February ,or 30th June, 1974, subject. 
to the tax at the rates contained in the 
two .tables annexed hereto. Provided the 
basic tax is R150 or more, there is added 
thereto a surcharge of 10 per cent (last 
year it was 20 per cent). In the case of a 
natural person who is over 60 years of 
age on the last day of the year of assess- 
ment and Whose taxable income for that 
year is R5 000 or less the surcharge is not 
payable at all. The basic tax is calculated 
on the taxable amount, that is the amount 
remaining after deducting from taxable 
income the abatements provided for: 
There is no loan levy. 
Due regard being had to the surcharge, the 
maximum marginal rate is now é‘ixty-six 

per cent. 
.

' 
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(b) Companies 
The rates for companies in reépect of 
taxable income derived in the Republic 
and‘ taxable income derived in South-West 
Africa, in respect of the year of assessment, 
that is the financial year ending during the‘ 
twelve-month Period from lst April, 1973, 
to Slst March, 1974, are as follows: 
(i) Taxable income derived otherwise 
than from mining —— if derived in South- 
West Africa 35 cents per R1 and if derived 
elsewhere. than in South-West Africa,. that 
is in the Republic, 40 cents Per R1. To 
the tax so determined is added a surcharge 
of 21/2 per cent of such tax and a loan 
portion of 5 per cent of such tax. Thé 
effecitive rate is thus 37.625 cents and 43“ 
cents in the rand respectively. 
(ii) Taxable income derived from gold 
mining —: on any mine other than a post 
1966 gold mine an amount determined in 
accordance with one of- the‘ formulae pro- 
vided for plus a surcharge (which is not 
payable in ’the case of :certain assisted gold 
mines) equal to 5 per cent 'of the said 
amount and a loan portion equal to '5 per 
cent of the said amount; on a post 1966 
gold mine an amount determined in 
accordance with one of the formulae 
provided for plus a surcharge of 5 per cent 
of the said amount and a loan Portion of 
5 per cent of .the said amount; 

DR.‘ ERWIN SPIRO 

(iii) Taxable income in the form of re- 

coupments of capital expenditure accruing 
to companies which are Or have been gold 
mining companies the average rate of 

' tax as determined in accOrdance with the 
Actor 35 cents per R1 whichever is higher. 
(iv) Taxable income from dfamond mi- 
ning —— a basic tax of 45 cents per R1 plus 
a surcharge equal to 10 per cent of the 
basic tax plus a loan portion equal 'to 
10 per cent of the basic tax. 

Taxable income from mining Ope- 
rations (other than mining for. gold, dia- 
monds or‘ natural oil) —:— where derived‘in 
South-West Afirica 35 cents per R1 and 
Where! der’iVed elsewhere than in South: 
West Africa, that is in the Republic, 40 
cents per R1. To the tax so determined is 
added a surcharge of 21/2 per cent of such 
tax and a loan pogtion of 5 per cent of 
such tax.

7 

2. Nonereyident Ibareboldeu’ tax 
15 per cent of the amount of ’the dividend 
or interim dividend in question. 

5. Undixtribzzted profit: tax 
25 cents on every rand of the ‘amount by 
which the distributable income as defined 
exceeds the amount of the dividends distri- 
buted during the specified period as de- 
fined. 

ANN EXURES 
TABLE I 

Taxable Amount Rates of tax in respect of married persons 
Where the taxable amount — doés not exceed R1 000‘ 

9‘ Per cent of each R1 of taxable amount; 
exceeds R 1 000 but does not exceed R 2 000 
R 90 plus 10 per cent of the amount by which the taxable amount exceeds R 1 000; 
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exceeds‘R 2 000 but.does not exceed R 3 000 .-
‘ 

R 190‘ Plus 10 per cent of the amount by which the taxable amount exceeds R 2 000; 
exceeds R 5 000 but does. not exceed R 4000‘ ‘ - -. 

4R 290.plus 11 apex-cent ‘of the amount by which the taxable amount exceeds R 3 000; 
exceeds ’R 4 000 but ‘does. not exceed R 5 000 ' ‘ ‘ 

R 400 plus 12 percent of the amount by which the taxable amount exceeds R 4 000; 
exceeds R 5 000 but does not exceed R 6 000 ‘ 

3R 520 plus 14 per cent of the amount by which the taxable amount excéeds R S 000; 
exceeds R 6 000 but does not exceed R 7 000 ' ‘ 

R 660 plus 16 per cent of the amount by which the taxable'aimount exceeds R 6 000; 
exceeds R 7 000 but does not exceed R 8 000 -

' 

R 820 plus 18 per cent of the amount by which the taxable. amount exceeds R' 7 000; 
exceeds R 8 000 but does not exceed R 9 000' 
R1 000 plus 20 per cent of the amount by which the taxable amount exceeds R 8 000; 

exceeds R 9000 but does not exceed R10 000 I 

R1 200 plus 22 per-ceht of the amount by which the taxable amount exceeds R 9000; 
exceeds R10 000 but does not exceed R11 000 

I 

' 

' 

.
- 

R1 420‘plus 24 per cent of the amount by which the taxable amount exceeds R10 000; 
exceeds R11 000 but does not exceed R12 000 - 

' 

‘ 

' 
»

' 

R1660 plus 26 per cent of the amount by which the. taxable amount exceeds R11 000; 
exceeds R12 000 but does not exceed R13 000 

' 

r 

‘ 
»- 

_

- 

R1 920 plus 28 pet cent of the amount by which the taxable amount exceeds R12 000-; 
exceeds R16 000 but does not exceed R14 000 

' 

‘ - 

' R2 200 plus 50 per cent of the amount by which'the'taxab'le amount exceeds R13'000; 
exceeds R14 000 'but does not exCeed R15 000' - 

'

. 

R2 500 Plus 52 per cent of the amount by which the taxable amount exceeds R14'000; 
exceeds R15 000 but does-not. exceed 'R16 000 ’ ' ‘ 

' '
‘ 

R2' 820 plus 34‘ Per cent of the amount by which the taxable ‘amount exceeds R15 000; 
exceeds R16 000 but does notexceed R17 000 

' 

~ 
‘ 

- 
' 

. - 

' .R3 160 plus 36 per cent of the amount by which the taxable amount exceeds R164 000; 
'eizceeds R17 OOO'bfit'd'oes not exceed R18 000 - - - 4 

R3 520 plus 38 per cent of the amount by which the taxable amount exceeds-R17 000; 
exceeds R18 000 but does not exceed R19 000 
R3 900 plus 40 per cent of the amount by which the taxable amount exceeds R18 000; 

exceeds R19 000 but does not exceed R20 000 > 

R4 300 Plus 42 per cent of the amount by which .the taxable amount exceeds R19 000; 
exceeds R20 000 but does not exceed R21 000 
R4 720 plus 44 per cent of the amount by which the taxable amount exceeds R20 000; 

exceeds R21 000 but does not exceed R22 000 _ I
_ 

R5 160 plfis 46 per'rcent of the amount by which the taxable amount exceeds R21 (500; 
exceeds R22 000 but does not exceed R23 000 - 

. 
. 

. 
. 

' 

. 
‘7 

R5 620 plus 48 per cent of the amount by which the taxable amount exceeds -.R22 000; 
exceeds R23 000 but does not exceed R24 000 - 

‘- H - 

. : 
.‘ -;' 

R6 100 plus 50 per cent of the amount by which the taxable amount exceeds.R23 000; 
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exceeds R24 000 but does not exceed R25 000 
R6 600 plus. 52 per cent of the amount by which the taXable amount eXceeds'R24 000; 

exceeds R25 000 but does not exceed R26-000 ‘

‘ 

R7 120 plus- 54 per cent of the amount by which the taXable amount exceeds R25 000; 
exceeds R26 000 but does not exceed R27 000 
R7 660 plus 56 per Cent bf the amount by which‘the taxable “amount exceeds 11% 000; 

exceeds R27 000 but does not exceed R28 000 7 

‘ 

' ' 

R8 220 plus- 58 percent of the amount by which the taxable amount exceeds 71127 000; 
exceeds R28 000 

a 

" '

' 

R8 800 plus 60‘ per centrb‘f the amount by which the taXable‘ amount exceeds R28 0‘00; 

TABLE II 
Taxable Amount Rates ,of taxjn respect of persons whc} are not magried persons 
Where the taxable amOunt — does not exceed R1 000 - 

A 12 per cent of each R1 of taxable amount; 
exceeds R 1 000 but does not exceed R 2 000 ~ 

R 120 plus 12 per cent of the amount by which the taxable amount exceeds R‘ 1 000; 
exceeds R 2 000 but does not exceed R 3 000 r 

‘

' 

R 240 plus 13 per cent of the amoimt by which ‘the taxable ramount eXceeds R 2000; 
exceeds R 3 000 but does not exceed R 4 000 
R '370 plus 14 per cent of the amount by which the taxable amount exceeds R 3 000; 

exceeds R 4 000 but does not exceed R 5 000 
R 510 plus 17 per cent of the amount by which the taxable amount exceeds R 4 000; 

exceeds R 5 000 but does not exceed R 6000 
R 680 plus 20 per cent of the amount by which the taxable amount exceeds R 5 000; 

exceeds R 6 000 but does not exceed R 7 000 
R 880 plus 23 per cent of the amount by which the taxable amount exceeds R 6 000; 

exceeds R 7 000 but does not exceed R 8 000 
R1 110 plus 26 per cent of the amount by which the taxable amount exceeds R 7 000; 

exceeds R ,8 000 but [does not exceed R 9 000 
R1 579 plus 28 per cent of the amount by which the taxable amount exceeds R 8 000; 

exceeds R 9 000 but does not eXceed R10 000 
R1 650 plus 30 per cent of the amount by which the taxable amount exceeds R 9 000; 

exceeds R10 000 but does not exceed R11 000 
R1 950 plus 32 per cent of the amount by which the taxable amount exceeds R10 000; 

exceeds R11 000 but does not exceed R12 000 
R2 270 plus 34 per cent of the amount by which the taxable amount 'eXCeeds‘ R11 000; 

exceeds R12 000 but does not exceed R13 000 ~ 

. . 

R2 610 plus 36 Per cent of the amount by which the taxable amount exceeds R12 0001; 
exceeds R13 000 but does not exceed R14 000 v 

R2 970 plus 58 per cent of the amount by which the taxable amount exceeds R13 000; 
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exceeds R14 000 but does not exceed R15‘OOQ 
R3 3501Plus 40 per cent of the amount by which the taxable amoufit exceeds R14 000; 

exceeds R15 000 but does not exceed R16 000 
R3 750 plus 42 per cent of the amount by which the taxable amount exceeds R15 000; 

exceeds R16 000 but does not exceed R17-000 ~ 

R4 170 plus 44 per’ cent of the amount by which the taxable amount exceeds R16 000; 
exceeds R17 000 but does not exceed R18 000 - 

R4 61_() plus 46‘ per cent of the amount by which the taxable amount exceeds R17 000; 
exceeds R18 000 but does 'not exceed R19 000 - 

~R5'O70 plus 48 per- cent of the amount by which the taxable amount exceeds R18 000; 
exceeds R19 000 but does not exceed R20 000 
R5 550 plus 50 Per cent of the amount by which the taxable amount exceeds R19 000; 

exceeds R20 000 but does not exceed R21 000 
R6 050 plus 52 per cent of the amount by which the taxable amount exceeds R20 000; 

exceeds R21 000 but does not exceed R22 000 
R6 570 plus ‘54 per cent of the amount by which the taxable amount exceedé R21 000; 

exceeds R22 000 but does not exceed R23 000 "3 

R7 110 plus 56 per cent of the amount by which the taxable amount exceeds R22 000; 
exceeds R23 000 but does not exceed R24‘000 
R7 670 plus 58' per cent of the amount by which the taxable amount exceeds R23 000; 

exceeds R24 000 V

. 

R8 250 plus 60 per cent, of the amount by which the taxable :amount exceeds R24 000; 

ERRATUM 
. The ,articIe, "Fixmli’té eiz matie‘re de bra/at: d’vinventz'on”, by Bert/Dekeravenant/ 

Herrburger/Brochier, published in the August issue ‘of the BULLETIN, p. 344, 
deals specifically'with France. Mention of this was deleted in that issue. ' 
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Excerpts from the Finance Minister’s Budget (1973-74) Speeéh
: 

The Budget Speech of Mr. Y. ‘B. Chavan 
delivered on February 28; 1973 contains 
the following important passages with re- 
spect to taxation: 

‘ 
‘

. 

Before describing the tax proposals in de- 
tail, I would like to share with honourable 
members the general considerations under- 
lying these proposals. As I have already 
mentioned, in *the prevailing inflationary 
ctmditions in the country it would not be 
prudent to have a large deficit in the bud- 
get. Moreover, there are the inevitable 
commitments arising out of the resource 
requirements for the fifth plan. If ade- 
quate resources are to be raised for finan- 
cing the fifth plan, action has to begin in 
this very year. I have, therefore, no alter- 
native but to PropoSe some additions to the 
tax burden. 
Both direct taxes and indigect taxes have to 
contribute to raising resources for our de- 
velopment. As honourable members are 
Aware, the Direct Taxes Enquiry Commit- 
tee under the chairmanship of Mr; K. N. 
Wanchoo, ex-chief justice of India, has 
made a number of proposals in the field 
of direct taxation. I have carefully exam- 
ined these proposals and am submitting a 
separate bill'to give effect 'to such of these 
recommendations as are aCceptable to the 
government. Some of the recommendations 
which have a bearing on, the‘raising of' re- 
sources are being implemented'through the 
pgesent budget preposals. In making these 
proposals‘l have also taken account of the 
report 'of the committee on taxation of 
agricultural wealth and income headed by 
Dr. K. N. Raj; ‘ 

In the piesent circumstances, there» is no 

escape from using indirect taxes also to 
raise additional resou‘rc‘es. However, I have 
taken care that in the process afiticlqs _of 
mass consumptio'n are left untouched. This 
Will become evident as I unfold my propo- 
sals; 

' ‘ ' 

DIRECT TAXATION 
As honourable members are 

‘ no doubt 
aware, 'the committee 0n taxation of agri- 
cultural-wealth and income has suggestéd 
several measufes' for mobilisation of re- 
sour'c'es from the agricultural seétor. One 
of theif principal recommendations is that 
agricultural income should be taken in_to 
account in determi'riing the rate'df tax ap— 
plicable to ‘ndn-agricultural incomg. 
will help to reduce sharp disparities in the 
tax burden on persons with similar in- 
comes. I consider this recommendation. bf 
'the committee to be well-conceived, and 
am accepting it. I am, therefore, making 
provision in the budget for aggregation of 
both the agricultural and‘ non-agricultural 
components of a taxpayer’s income for pur- 
poses of determihing the rate of income- 
tax that will apply to the non-agricultural 
Portion in cases where the'taxPéLyer has 
non-agricultural income exceeding the ex- 
emption limit. For the purpose of deter- 
mining the rate of income-tax applicable to 
the non-agricultural portion of a taxpayer’s 
income, the first 5,000 rupees .of his non- 
agn'cultural income will be appropriated 
to the lowest slab, which is 'exempt from 
tax. The agricultural income will-be ap- 
propriated to the middle slabs, and-the 
balance of 'the ndn-agricul'tural income will 
be approp'riated't‘o the upper slabs of‘ the 
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aggregated income. This scheme of Partial 
integration will apply to the case of in- 
dividuals, Hindu undivided families, un- 
registered firms, associations of Persons, 
bodies of individuals, and astificial juridi- 
cal Persons. 
It is generally recognised: that the Presgnt 
system of tax treatment of Hindu undivid- 
ed families has encouraged tax avoidance. 
It is my View that the unintended tax 
benefits currently available to Hindu un- 
divided families should, .to the extent pos- 
sible, be neutralised. I, therefore, propose 
to provide sepatate‘ rate schedules, in re- 

spect of both income-tax and wealth tax 
with higher rates applicable to Hindu un- 
divided families having one or more mem- 
bers with independent income or wealth 
exceeding the exemption limit. This,~is one 
_of the recommendations of the Direct 
.Taxes Enquiry Committee. It is also pro- 
posed to bring the minimum exemption 
limit in the case of all Hindu undivided 
families to the uniform level of Rs. 5,000 
applicable in the case of individuals. 
Capitals gains tax can become a means of 
avoiding or reducing the burden of pay- 
ment of income-tax; At present capital 

gains arising from the sale or transfer of 
capital. assets, held “by' a taxpayer" for 21 pe- 
riod excecding 2.4 months, are entitled to 
concessional tax. treatment. I propose to ex- 
tend this period to 60 months. As a result, 
only capital assets held by a taxpayer fona 
period exceeding 60'months will qualify 
for con‘cessional tax treatment applicable 
in relation to long-term capital assets. 
Where industrial undertakings are required 
.to shift as a result: of compulsory acquisi- 

. 
tion of" land aind buildings, I propoSe to 
exempt, as a measure of relief, capital 

gains arising from: the assessment of com- 
pensation ~inivsuch: cases if thetgains. are re- 
invested 1f‘or'the :acquisition' of land and 

buildings for re-establishing the undertak~~ 
ings or starting new industrial ventures 
within a period of three years of ‘the ac- 
quisition.

‘ 

I also Wish to encourage long-term savings 
through life insurance, and provident fund 
contributions. At present 100 per cent. of 
the first Rs. 1,000 of qualifying savings, 
plus 50 per cent. of the next Rs. 4,000, 
and 40 Per cent. of the balance is' allowed 
as deduction in, computing tax'able income. 
I Propose to allow a deduction equal to 
1‘00 per cent. of the first Rs. 2,000' of the 
qualifying savings. The quantum of .deg 

dilation in respect ,of next 115.». 3,000 will 
continue at the existing rate of 50 per cent. 
and in respect of the balance at. the rate of 
40 per cent. 
Sports lovers will be glad that donations to 
approved sports institutions will qualify 
for tax-relief in :the same manner as dona- 
tions to charities. Is, shall be happy. if .this 
leads to improvement in the facilities pro- 
vided to young sportsmen. 
It has been a basic policy of the govern- . 

ment to‘encourage Small ‘and medium en- 
trepreneurs with comparatively small re- 

sources to form public companies. Towards 
this objective, I‘propos‘e to raise the limit 
up to which a conc‘essionaf rate of income~ 
tax is applicable in the case of Widely-held 
companies from Rs. 50,000 at present to 
Rs; 1 lakh; Under the' existing schedule of 
rates closely-held companies in the corpo- 
rate sector pay income-tax at a concessional 
rate in the first Rs. 10 lakhs of their in- 
dustrial profits.- I propose to' reduce the 
slab o’n whiéh the cbnces'sidnal rate is ap- 
plic‘able' from Rs. 1-‘0"I'flkhs‘ to RS. 2 lakhs. 
It is hoped ’that this measure will encour- 
age uconversion ofrthese companies ‘into 

Widely-held companies, and ‘thereby broad- 
en the base of the, ownership of industry.

‘ 

At present there- is some doubt Whether 
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management compensation in :espect of 
business undertakings or other property 
the management of which is taken over by 
the government, is liable to tax.. To set this 
matter beyond doubt, I intend' to introduce 
a‘ provision ’to treat \such management com- 
pensation as income from business liable to 
tax. This will apply retrbspecfiively from 
the assessment year 11972-173; 
Under the existing law, income-tax is de- 
ductible at source from the. payments made 
by government, statutory corporations, 10- 
eali authorities and companiesto‘ contractors 
in respect of works or labour contracts. I 
pr’opOse ‘to ificlude cooperative societiés 
2115c:~ in'the category of taxpayers required 
to: deduct :tax at sourcé'from- payments 
made by them to contractors. 
The Credit Guarahtee Corporation of' In- 
dia-has- 'beeh formed for the purPOses of 
guafantee‘ing adVanc‘es made by banking 
companies to' the hitherto neglected sectors 
of the economy. This is a laudable'purpoSe 
and I propose ‘to exempt the income of this 
corporation from tax ‘f’or'a period of five 
years.

' 

In my budget sl'jeech for 1971-72, 1‘ gave 
rioti'ce 'of Government’s intention :to with- 
draw-{hé develbprnent rebatelin resppct of ' 

ships‘ acquired“ or plant 'and machinery in» 
stalled' after May 3115 1974. 'In response to 
the demand that this should be ~subsfituted 
by other fiscal .Cohéessions to‘ impart a con- 
tinuing momentum to industrial grth in‘ 
the country, I had-vindicated that i would 
come up .with sofne‘ specific proposals for 
encouraging industries in selected sectors 
and those in backward areas. In pursuance 
of this undertaking, I- am giving .an indica- 
tion of certain measures which Govern- 
meht 'has in- mind for .this purpose, as also 
for promotion of research and develop- 
ment, and exports. I propose to bring ne- 
Cessary legislation in the course of the year 

to give effect to these proposals. 
It is my intention to prOvide ’an initial de- 
preciation allowanc‘e of 20 per cent of the 
cost of machinery and ‘pl‘ant installed in 
selected industries after May 31, 1974. 
This would PrOvide additional resources to 
the concerned‘ enterprises in ‘the’ early years 
of their development. A list 'of the indus- 
tries to which 'this will apply is under con- 
Sideraticm. 
In order to provide a stimulus to--investi 

ment in backward areas I‘ intend to aCcord 
preferential ‘tax treatment to industries 
to be set up in such areas after March 31‘, 
1973. Specifically, ihein‘tentidflis to allow 
a deduction equal ‘to 20 pet cent of the 
profits derived 'by an industrial finder- 
t‘aking set' up in the backward areas in 
computing its ‘tax‘a'ble profits. This con- 
c’ession Will‘ib'e available for"& period of 10 
years from the establishment “(if the indus- 
try. The_ceiling on investment eligible for 
SubSidy' will a’l‘so be fai‘setli“from Rs. 50 
lakhs' to‘ Rs. 1 crofe, and the aperéentage of 
Subsidy will ‘be raised from 10 Per Cent [to 
15 per cent of the investment; 
I feel it is important to- enlarge the area of 
fiscal incentives fOr Promoting research. 
and develOprnent, particularly in the field’ 
of industry. I, also feel that inadequate at- 
tention to this aspect is retarding the de- 
velopment of indigenous technology and 
therefore of self-reliance in industry. At 
the moment :cépital expenditure in regard 
to scientific, research related to the business 
activity of the tax-payer during three years 
immediately Preceding the commencement 
of business is allowed to be written .off 
against :the profits .of the year in which the 
business is commenced. ‘I' propose to ex- 
tend this concession, covering revenue ex- 
penditure, in regard to payment of salaries 
to: research personnel, and on material. in-: 

puts, during fhe .pre-inves‘tment period. I 
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also propose to allow a weighted deduction 
equal to one and one-third the amount 
paid for sponsored research and develop- 
ment work,'-in approved laboratories, 
Honourable Members will agree with me . 

thatit‘ will be a paying proposition for 
sizeable development expenditure to be 
incurrcd in developing exports, particular- 
ly of non-traditional products. At present 
expenditure on export market development 
is deductible 'for tax purposes to the-ex- 
tent of 133.3 Per cent of actual costs. In 
View. of the great importancc of promoting 
our exports, I Propose to increase the_ 
weighted deductionto ‘150 Per cent in the 
case of Widely-held- companies. 
I am very conscious of the need to encoura 
age the increase of employment in industry 
so that its growth may be oriented towards 
labour rather than capital intensive techni~ 
ques. :We are qonsidering schemes which 
may serve this purpose. ' 

The total additional revenue from various 
measures in the field of .directItaxes, enu- 
merated by me,-Wil’l be Rs. -31 crores in a 
full year and Rs. 18.6' crotes in the year 
1973-74, of which the share of _the Central 
government will be approximately Rs. 14 
crores. . 

INDIRECT TAXES 

Stir, in turning to indirect taxes, next, I 
ihtend to7 take upthe Central excises, ahead 
of the éustoms, in reversal of the normal 
order of precedence in deference to the 
former being the major contribution to our 
revenues'. 
In doi'ng so, I would like first, to refer to 
the effort I propose to make for raising 
revenue on behalf of the states through 
additional duties of excises. Honourable 
members will recall .that this is the third 
and final year for the fulfilment of out 

582 

commitment to states to raise these duties 
2'12 lieu of sales tax, leviable on three com- 
modities, némely, sugar, tobacco and tex- 
tiles, so as to achieve an overall incidence 
of 10.8 per cent.‘ of the value of their 
clearances by the end of 1973-74. To reach 
this'target, I'shall have to raise about Rs. 
25 'crores ‘in this budget. In carrying out 
this exercise, I have been faced with con- 
siderable difficulty because one of the 
commodities, sugar, is at the moment a 
somewhat sensitive item, and another, 
namely textiles, does not seem to offer 
much scope. That leaves me with no choice 
but to fall; back on the “oil faithful,” ci- 

garettes, to help me out of the predica- 
ment. .Tobacco has been a much-maligned 
commodity almost from the days of its dis- 
covery. While I would certainly refrain 
{tom adopting anfiftitude of castigation 
towards__ the numerous devotees of the to- 
bacco leaf, I shall be content if those who 
take pleasune from the use of this weed, 
will Contribute in. some higher measure to 
the national exchequer. 

‘
. 

Experience has shown that the existing 
slab system-whereby cigarettes pay fixed 
percentages of ad valorem duties,‘depen_d- 
ing on thc ranges or slabs of value in 
which they fall, has been leading to the 
creation of dead areas, in which no brands 
of cigarettes can flourish. 
By the very nature of the scheme, there is 
also an in-b‘uilt temptation towards the 
artificial depression of "the Values of certain 
brands which I feel, will not only affect 
their quality but also, in the long-run, the 
revenue from cigarettes. I, therefore, pro- 
pos‘e to resort to a moxe progressive system 
by adopting the simple principle that the 
better a cigarette, the more it pays. Starting 
with an aggregate base of 100 per cent; 
ad 12410772772560: both basic and additional 
duties) at a value of ten rupees pér -thou- 
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sand, the levy will rise at a steady rate of 
5 per cent. of every additional rupee or 
part thereof in value, till it reaches the 
present aggregate statutory ceiling of 300 
per cent. which, if this is any consolation 
to smokers, I do not intend‘ to revise up- 
ward. By suitable inter se adjustments in 
the ‘basic and additional duties, I hope to 
raise. Rs. 31 crores in a full year, of which 
the major share of Rs. 24 crores will go to 
the states by way of additional excise du- 
ties. 

I am afraid I cannot, while coming down 
on the cigarette smoket make things easier 
for the pipe smoker or the Person v’ér‘fio 

rolls his own cigarettes. I, therefore, pro- 
pose to levy a duty on manufactured 
smoking mixtures for pipes and cigarettes, 
which will yield about Rs.A80 lakhs, of 
which Rs. 22 lakhs will accrue to ‘the 

states; ’ 

I have been concerned over the tendency 
of certain textile manufacturers to avoid 
payment of the legitimate duties on cotton 
and art .silk fabrics by cutting up good fa- 
brics'in‘to smaller pieces of fents and into 
pieces of cloth which are euphemistically 
called rags. I have, as the first step towards

' 

curbing this tendency, already revised the 
definitions of fents and: tags by reducing 
their length criterion. As the second step I 

'now propose .to incre’ase suitably the duties 
on fents and. for-the first time, prescribe 
duties for rags. If these measures do not 
have the desired effect, it might become 
necessary to consider more drastic steps. 
There have been complaints that the duty 
in'cidence on certain blended fabrics manu- 
factured with an ingredient of cotton is 

lower than on Similar fabrics in which 
viscose is used in Place of cotton. I Propose 
to remove this disparity.

‘ 

A situation has been created where, be- 
cause of the total exemption enjoyed by 

~~ 

artificial silk fabrics protessed Without‘the 
raid of power or steam, there is a growing 
tendency on' the part of some art silk unifs 
to resort more and more to processing their 
fabrics with non-power operated machines. 
This Cannot be allowed to Continue. In’ 

making such, fabrics also liable to duty 
now, I have, however, ensured, in the in- 
terests of equity, that the incidence- on 
them is kept 40 per cent. lower than it 

would be had power been used. 
The ‘above measures on textiles are ex- 
pected to yield Rs. 3.65 crores of -Which‘ 
about Rs. 1 crore will accrue to the states 
by way~of additionalhexcise duties‘. 
The combined %ffect of the proposals de- 
tailed so" far will net for the states .a total 
revenu‘e of Rs. 25 cores in- a'full year.- 
With. my-tommitment to the states by Way 
of additional duties thus fulfilled, .I must 
nOW, in my continuing search for extra 
resources, turn to another commodity that 
has often come to the help. of the finance 
minister in the past- I am referring to 
motor spirit. Honourable members will_ 
recall .that I had increased steeply the duty' 
on motor spirit in 1971 with a view to 
curbing its consumptiOn. , 

Since then, and as though to give me ade— 
quate justification for resorting again to 
the Curbing mechanism, there has been’a 
pronounced spurt' in the use of petrol. I 

Propose, therefore, to apply the curb and 
also raise some revenue by increasing the 
duty on motor spirit by Rs. 80 per kilolitre 
so as to yield Rs. 19.20 crores per year.

' 

I also intend to take this opportunity for 
making a few modifications in regard to 
certain petroleum fractions, which are clas- 
sifiable as motor spirit, particularly, raw 
naphtha, where there _is‘ need for econOmy 
in its consumption. However,- in doing so, 
the existing concessions for the use of 
naphtha in the manufacture of fertilisers, 
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as also fuel in the manufacture of steel, 
willabe~left untouched. These minor modi- 
ficationsvwill net .an additional revenue of 
Rs. 1.60 crores.- ‘ 

When‘vthe levy was first‘imposed on com- 
pounded :and blended lubricating oils‘rand 
‘g‘re‘ases I had granted relief to the Smaller 
manufacturers .by exempting such products 
manufactured without the aid of power 
from. duty; I, however, find that even some 
of the bigger manufacturers have stepped 
into .a territory not really meant for them, 
.by changing their production to methods 
where power its not used so as to ‘avoid 
paying duty; Honourable members will 
appreciate. that I‘ cannot afldw ‘such avoid- 
:ance to. go unquestioned“. ‘Lrthe'refore, pro- 
pose fawithdraw- the existing criterion and 
gffecti'vely confine the Concession to' the 
smallerma‘nufacturers by prescribing. it. on 
a quantity-Slab basis. I also propose to in- 
crease :‘the‘ effective. rate of duty on such 
oils and grease; from 13 per cent; to 15 
per cent. These measures will yield Rs. 2.5 
c‘rores.-T 

. 
- 

. i .: 

While on this subject of ‘the ingenuity of 
manufacturers I Would ‘likewto mention the 
parallel instance of ‘5 nylon yam“ spinners 
who have started adjusting the. deniera’ge 
of their yarn in a way th'at7 will? enable 
them to pay lower duties taking advantage 
‘of. the denierage grouping system on the 
basis of which 3thevrates of duty" are levied. 
To cite an instance, in‘ the first group 
where the cat-off point is 30 deniers, pro— 
ducti‘on has shifted to. yam of 31 and 32 
deniers,- which therefore paysonly a lower 
duty; I propose to rectify the situation by 
suitably readjusting the existing denier 
groups. -. 

The-next .mé‘asure I“propo‘se is meant ‘to 
facilitate the collectibns of- duty on, syn- 
uthetic fibres and yarn. ‘

- 

This‘I ‘intend doing by exempting the {saw 

materials, such as‘ polymer chips, used in 
such manufacture; from duty and suitably 
re-adjusting the duties on the finished ny- 
lon, acetate and polyester yarn and fibres. 
However, in Adoingvso, I haVe ensured that 
the existing incidence of duty on nylon 
yam, used= in the manufacture of fishing 
nets and Parachute cords; remains Unaffect- 
‘ed‘. “ " 

‘TheSe measures relatirig ‘to synthetic ya‘rn 
and figures will result in'an additional 
revenue of Rs. 7.85 crores for the current 
year: " ' 

“
' 

Keeping in View the need for a' higher de- 
gree of tax‘gifibn on lmry article‘s used by 
the more affluent, I 'propose to increase 
the duties on a fewfselected items. Refrig- 
rer‘atdrs‘éind‘ air-'cor‘idit‘idne‘rswill‘ pay‘ 60 per 
tent. and their'parts, 'i'ncluding parts‘ of 
I'th’eir' machinery; will pay ‘75 per cent. The 
proposed increase on refrigerators will not, 
ho’weVér, ‘affect those of a capacity not ex- 
céeding 1-65 litres which are. used by the 
middle class consumer. Refrigerating and 
air-conditioning machinery for industrial 
undertakings and 'public-run- hospitals are 
110‘t being touched; Th‘é duty 'on‘ domestic 
electrical, appliénces, as also on d‘e‘co‘rative 
plywood, will be raised to 25» per cent. 
However, commeicial plywood will pay 
lower rates of '20 per cetit. and 15 per cent. 
depénding on the square area of such'p'ly- 
WOOd. Plywood for teem-chests a‘lsounemains 
unaffected. 'The rest of this list of items 
consists of fnotor vehicle parts, instant cof- 
fee, shaving Cream'and 10mg playing .te- 
cords. The Proposed duty on gramophcme 
records will apply to ‘the more expensive 
long-playing variety only; 
‘These various measures in. the aiggregat’e 

will yield Rs. 8.33 grofes. 
My next proposal is’for 'the addition ‘of a 
few items to those already'in the excise 

. net, namely, ‘ca‘tist'ic potash; carbon black, 
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carbide .tooB tips, Wire ropes,- and certain 
rubber chemicals. All these, (except car- 
bide tool :tips whieh‘will Pay 20 per cent), 
will bear a duty .at the nOImal general rate 
of 1-0 per cent. that is levied (in raw ma-- 
terials ‘in the Central Excise tariff. Gly- 
cerine which has so long: been paying spe_- 
cific duty will also join their number; 
These‘levies are expected to: yield Rs. 5.60 
crores. . ‘ . 

I also propose to modify, enlarge, or re- 
scind a number 20f concessions {hat .exist at 
present. WithOut cataloguing :them in de- 
tail, I shall“ mention a cof each: variety; 
Seme‘bf‘rthe Existing concés'sions given for 
paper mills' some years back have been 
found to bé'out;dated. I prOpO‘se to- replace 
them with Certain others aimed“ at benefit- 
ing future expansions of Smaller paper 
mills and also attracting new capital in-r 

Vestmentmo the industry. The scOpe of ‘ex-_ 
emfitiop fixed OH a quantitative Basis for 
paper mills having "no bamboo plants' at- 
tached to them Will also be enlarged. The 
usé of unfionventional raw materials like 
bagasse, and ceréal straw, Will be further 
encouraged by liberalising the existingcon- 
cession; Aniongrthe list of c‘oncessions that 
are being Withdrawn are ‘those relating to 
certain producers of gayon and :.to 10W- 
~voltage electric motors, s'heet-- glass “and 
plate" glass, and glass ‘fibre, and ‘ yarn; 
Acrylic shegts Produced- out of duty’ Paid 
plastic materials, and p.v..c. films of speci- 
fied thickness and layflat tubings‘ produced 
by the small scale sector, will be exempted. 
These diverse measures will gesult in an 
additional revenue-of :Rs.. 3.60 crores. 
Before I goon to deal with customs duties, 
“I would like to make “a reference to £1 mat- 
ter which concerns “both kinds‘of duties.

' 

H‘Qn'orable Members“ are awarethat Pare 
‘liament has been sanctioning enabling pro- 
visions for' levy of~regulat0ry duties of ex- 

cise and customs on. a year to year basis 
from 1963. Regulatory duties were intend; 
ed‘ as special fiscal measures to be resorted 
to only for certain Purposes. I‘ propose to 
replace them by new straightforward reve- 
nue raising provisions. For certain reasons 
it. is not possibl'e to inCorporate the provi- 
sions in rate tariffs or make them Part of 
taxation statutes and they wouIdIthetefore 
have ,to be revived from year to year for 
the present. The new provisions now pro- 
posed levy auxiliary duties :both on ..ex:-, ' 

Cisable goods and imported goods at an 
amount equal ‘to‘ 20 per cent; of the valué 
of such goods. ThéSe levies have however 
been limited to a level needed to r'aise re; 

sourcés for the Centre by granting exe 
eruptions wherever and‘ to the extent war,- 
ranted‘,’ for which suitable provisions have 
been made in- ‘the‘ relevant clauses of the 
Finance Bill. 
I shall wind up my catalogue of excise 
proposals by referring to how I intend to 
resort to this provision on the excise side. 
‘In the Case of aluminium,” jute yarn and 
jute manufactures, other! ‘fhan hessian, 
copper and zinc, the auxiliary levies will 
continue at the same levels at which they 
were hitherto charged by Way of regulatory 
duties. In the case of steel ingots and iron 
and‘ .stgel v*products (qther than skelp), 
however, the rate will be 75 per_ cent. :of 
the effective bagsic duty as against 50 per 
cent. hitherto levied as regulatory; duty. 
This measure in the ,case of iron-and steel 
is necessary in order to bring about a fur.- 
ther reduction in the gap between import- 
»ed and indigenous priCes‘, r 

In the case of steel as well as all other 
metals, the auxiliary duties will apply, 
however, énly to indigenous production, 
and will not be attracted by way. of coun- 
tervailing duty (On impofts. 
While :on this ‘sfibject I would also like to 
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mention a modification I proposg to make 
in the exemption on steel products Pro- 
duced by electric furnaces. These secondary 
steel Producing units which are srap-based 
are at present enjoying an exemption of 
the ingot—stage duty on the products made 
by them. The extent of such benefit, which 
was only 75 rupees per metric tonne prior 
to December 1971, has nearly doubled 
since then, and is likely to increase further 
with the modification now being made on 
iron and steel. In the circumstances I pro- 
pose‘ to impose on furnace steel a levy of 
Rs. 50 Per metric tonne at the ingot stage. 
This will, of course, be subject’to 75 Per 
cent. 'of this basic duty as auxiliary duty, 
in the same way as other steel. I would not 
consider this impost in any way inequit- 
able, for it still leaves 'a considerable ad- 
vantage in favour of furnace steel as com-‘ 
pared to wha’t the major steel plants have 
to pay at the ingot stage. 
These proposals after setting off the reve- 
nue that will be foregone by dropping 
regulatory duties, will yield Rs. 54.60 
crores of which Rs. 29 crores will accrue 
to the Centre. 

IMPORT DUTIES 

It is time now to turn to customs duties 
where myproposals~ can be bfoadly cate- 

gorised under three main heads. 
The first relates to auxiliary duties, which 
I- propOse to apply on the Customs side by 
means of three differential rates of 20 Per 
cent, 10 per cent. and 5 per cent. of the 
value of imported goods. All those paying 
an effective Customs duty of 100 per cent. 
ad 1141072722 -or more, will pay 20 per cent. 
as auxiliary duties; those paying 60 per 
cent. ad valorem and more, but less than 
100 per cent, will pay 10 per cent; and 
the rest of the goods will pay 5 per cent. 

However, foodgrains, books; family plan- 
ning appliances and a few other selected 
categories of goods, as 'well as three other 
items to which I shall presently refer, will 
be totally exempt from auxiliary duties of 
customs. ' 

After making allowance for the revenue 
that will be foregone by dropping regula- 
tory duties this measure is expected to 
bring in' an additional revenue of Rs. 36.50 
crores. 

The second proposal is xegarding the mo- 
dification of the rates of duties presently 
bound under. the General Agreement on 
Tariffs and Trade. Pending re-negotiations 
with the concerned contracting parties we 
have been permitted to modify the bound 
rates under the agreement to the extent 
necessary for the rationalisation of the 
tariff rates structure. Consequent on this I 
have decided to revise the rates of duty on . 

a number of items which among them 
will include wood Pulp, tallow and a few 
plastic materials. These revisions of rates 
are eXpected to yield an additional Rs. 
18.70 crotés in a full year. 
My~last proposal relating to customs is a 
selective revision of the existing rates of 
duty on'a few items. ' 

It is necessary ‘to give a further impetus 
.to import substitution and éncourage more 
extensive mamifacturé of machinery in our 
country. I feel that a fiscal incentiVe is 

needed for this phrpose which I propose 
to administer by making an across-the- 
board increase in .the rate of duty on' all 
machinery from the existing level of 30 
per cent to 40 per cent. This will be ap- 
plied also to certain allied items. 
Raw cotton has been enjoying a privileged 
(position for a long time with only a no- 
minal concessional duty of 10 paise per 
kilogram. "Since imported cotton is used 
mainly for the production of fine and su- 
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perfine fabriés and comparatively expen- 
sive varieties of blended fabrics which, in 
the nature of things, are expected to be 
used by the more affluent sections of so- 
ciety, I propbse to withdraw this conces- 
sional rate and make raw cotton liable to 
its 40 per cent s'tatutory‘rate, which is the 
normal level of taxatiOn for raw materials 
in the customs tariff; 
HoWever, raw cotton along with two other 
items, namely, tallow and machinery, will 
not be subjected to‘auxiliary duties of 
customs. 
Capper which has been paying a .rate of 
duty at 30 per cent will pay 40 per cent 
which is the normale rate applicable to 
non-ferrous metals. . 

Since the margin of profit on stainless 
steel sheets is ‘considerable, I propose to 
raise the rate of duty on them from 100 
per cent to 200 per cent. However, the 
duty on stainless steel plates and strips will 
be fixed at a lower rate of 60 per cent. 
As a measure of assistance to indigenous 
industry, the concessional rate of 60 per 
cent so far applicable to nylon yarn used 
in tyre manufacture is pmposed to be 
withdrawn. 
I also propose to raise the rate of duty on 
unexposed cinematograph films from 15 
paise to 50 paise per liner metre. 
These various measures relating to revi-x 
sions of rates of customs duties are ex— 
pected to yield Rs. 97.30 c‘rores in a full 
year. 
In addition to this, countervailing duties 
of customs which will automatically accrue 
because of the Proposed changes in excise 
duties will account for an additional Rs. 
3.50 crores. 
To sum up, all the proposals regarding 
excise and customs duties that I have listed 
so far will yield about Rs. 274 crores. The 
measures relating to customs duties will

~ 

yield about Rs. 156 crores, from the excise 
duties, which will be of the order of Rs. 
118 crores, Rs. 38 crores will accrue to th 
states. ' 

I may now briefly summarise the revenue 
implications of the various proposals that 
I have outlined earlier in my speech. The 
additiohal yield from direct taxes in 1973- 
74 will be Rs; 18.6 crores. Of this, Rs. 4.7 
crores will accrue to the state‘s, leaving Rs. 
13.? crores for the‘centre. The excise duty 
proposals will yield' additional revenue 
'worth Rs. 118 crores in 1973-74. Of this 
amount, nearly Rs. 38 crores will go to the 

' states and the balante of Rs. 80 crores will 
accrue 'to the centre. The additional re- 

venue frpm'customs duties will amount to 
Rs. 156 crores. In all, the central revenues 
will benefit from the total package of my 
proposals to the'extent of Rs. 250 crores. 
As a result, the initial deficit of Rs. 335 
crores estimated at 1972-73 tax rates will 
be reduced to Rs. 85 crores: This, how- 
ever, will be increased by the provision 
which will have to be made in connection 
with the report of the Pay Commission. 
Sir, before concluding I would like to 
point out that this is the third regular 
budget that I have been privileged to pre-- 
sent to this august house. During each of 
these budgets, I have had to come forward 
with proposals for significant amounts of 
[additional taxation. This was not a pleasant 
task, It was, however, inevitable in the 
light of resources required to meet our 
basic commitments to the people and the 
unprecedented challenges of 'thé difficult 
times we have lived through. The poverty 
and the associated inequalities in income 
and wealth that prevail in this country 
cannot be abolished over night. But there 
can never be any doubt about the direction 
in which the government is determined to 
move to sustain people's faith in our de- 
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mocratic policy as an effective vehicle of 
rapid social change. It is in‘ this context of 
our firm commitment to socialism, rapid 
economic growth and. a self-reliant econo- 
my that the budget proposals must 'be ap- 
praised. The building—up of a Socialist 

society requires a sustained multidimen- 
sional effort to transform our social and 
economic structure. In an economy Where 
a large number of people are ill-fed and 
ill-clothed-we cannot afford thc luxury of 
maintaining the status quo. Fiscal policy 
must assist in this process. This is the 
vision I have kept in mind in formulating 
this year’s budget. 
The increased provisions for employment 
programmes and the continuing emphasis 
on selected schemes of social welfare are 
part of an attempt to reduce the existing 
inequalities of income and consumption. 
The Partial integration of agricultural and 
non-agricultural inCome, and the imposition 
of higher income-tax rates on Hindu un- 
divided families, are designed to make our 
tax system more equitable and, progressive. 
The pattern, of proposed additions to in- 
direct taxes will also serve the same pur- 

pose. I have made every effort to ensure 
that additional levies do not impose an 
undue burden on the common man. On the 
other hand, small ‘savers will benefit posi- 
tively by the proposed liberalisation of tax 
exemptions of contributions to provident 
funds and life insurance. The introduction 
of initial depreciation allowances for se- 

lected high priority industries .after 315t 
May 1974 will strengthen this country’s 
industrial structure and thereby help in the 
realisation .of the goal of self-reliance. The 
enhancement of the weighted deduction 
presently allowed in respect of export 
market developmetitmust also be seen in 
the Context of the nation’s determination 
to move speedily towards self-reliance. In- 
centives for industrialisation of backward 
areas that I have indicated will help to 
reduce the existing regional inequalities in 
the level of development which are clearly 
inconsisfent with the ideals of a socialist 
society.. As I see it, the budget for 1973-74 
represents another major effort on the part 
of this government to get the country 
moving towards the goal of an expanding 
self-reliant economy based on social justice. 
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NATIONAL BRANCHES 
Australia 
At an annual ggneral meeting of the Au- 
stralién Branchi‘hfild: on July 23rd, 1973, 
the following pets‘bns were elected: to of- 
fit‘fé: f

' 

Chairman: Mr. 'Glrahaym Herring, 
’ replacing 

Mr. E. O’Neill. 
Secretary; Mr. Charles J. Berg 
Treasurer: Mr._Willi‘amJ. Mfil‘lfgan; 
The Bgainch elected an aétivities dbnimittee 
’and if is hoped'that the members .of this 
Committee will be able to put forward 
suggestions for additional activities which 
‘Ris‘ri'll préx’fe to be of~ benefit to éxisting 
trigmliers"énd s‘er'veh to atfi‘éct new mem- 
bers. 

I, 
’ "'h

‘ 

.New- address Belgian Branch: Rue Saint 
Bernard '98, 1.06.0,Brusse'lsi; Secretary; Mr. 
Guy van Eraeyenhoven’ (Centre d’Etude 
de Droit Fiscal; Section Belgo-Luxembohr— 
geoise de l’ASsociation Internationale de 
Droit Financier ct Fiscal). 

Brazil 1 
,. 4 

The Branchfé name‘ has been Changcd to 
“A§sociag§o Brésileira‘ de Direito Finan- 
ceirb (Filiada .5. LEA.) Members of the 
Board of Directors: ‘ - 

President: Dr. Gilberto d6 Ulhéa Canto, 
Viga‘Rmsidentu D15. Rubens-Games de 
Sdusa, Dr. Carlos Medeiros SiIvé, Dr. 
Condorcet Rezengie, (Dr, Enyrqé, Cameiro, 
Dr; Carlos da Rta-Guimaraes. . 

Secretary: Dr. Mairo Caldeira de Andrade. 
Treasurer: Dr.~ José-Egancisco de Araujo 
Lima Neto. - 

Programme: Dr. Jorge Hilério «Gouvéa 
Vieira. 

UK / Belgium [Luxembozzrg 
On May 4th/5th, 1973, an Anglo/Belgian] 
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Luxembourg seminar was held in londo‘n. 
It was attended by 80 Participants; 27 from 
Belgium, one from Luxembourg and 52 
British. A dinner was held in the Mem- 
bers’ Dining Room of the House of Com— 
rmons On Friday Evening (4th May), 
gponsofed’ by the Right Hon. Lord Beyers, 
0:.B'.E.;uthe_ Guest of Honor at the dinner 
was Mi. V. Symon's, Deputy Chief In- 
spector of Taxes (Inland R‘e’venu‘e). Re- _ 

'p’or‘t‘s v‘vere delivered as follo‘Ws: 
Subjecgf I:

‘ 

The. relevance .t'o the EEC of the new UK 
Corporation Tax system and a compagis'on 
with the Belgian and Luxembourg tax 
Sy’stems’. 

' 
‘ 

"" 
' 

r
‘ 

Belgium: Mr: jean Wilmart arid Mr‘.‘ Marc 
Baltus (Barristers). 

‘

> 

UK‘: Mr, D. E.'Evennettbf British Petro- 
leum Co. Ltd. 

'

' 

Luxembourg: M. J. Kauffman, State Coim- 
scllor.

L 

Chairman was: Mr. Alun G. DaVi‘es, UK. 
Subject II: 
Pro‘bléms raised in the pfovisidfi of set} 
viqes across frontiers 'byithe introduét‘idn 
of value added taxes in the UK, Belgium 

‘ and Luxembourg. 
Bélgifir‘n: ‘ Mr. René Goffin, Professor, 
‘Ecole Supégieure des 'Sc’i‘ehces‘ Fiscales. 
UK: Mr. F. Avery Jones of Bifcham & 
Cy.

‘ 

Luxembourg: Mr. R. Gerbes; Fiduciaire 
Général de Luxembourg. 
Chaigman was Mr. I. Claeys Bouuart (Bei- 
gium). 

. , . . 

- ‘s‘zzbjec: III: 
The tax problems of inward and outward 
investments in the three countries. 
Belgium: Mr. A. Buelinckx, Fiscal Con- 
sultant. 
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UK: Mr. M. Edwardes-Kef of J. F. Cfiown 
& Co. Ltd. ‘ 

Luxembourg: No reporter. 
Chairman was Mr. J. Kauffman (Luxem- 
bourg) . 

me 
According to tradition, the French Branch 
organized a “Soirée d’Etudes” which was 
held on June 14th, 1973. The meeting 
was attended by approximately 80 persons; 
most of them attended the dinner which 
was also organized. The subject studied 
was “Les modalités d’é'valuation des stocks 
et des travaux en cours” (-The means of 
evaluation of inventory and work in Pro- 
gress): 
1. les différents systémes d’évaluation en 
droit frangais et en droit comparé (CEE 
notamment) — régles obligatoires —- ré- 
gles optionnelles. 
2. incidences du changement de méthode 
sur Ie bénéfice imposable eh droit frangais 
“— les infractions — les changements d’optibn. 
Three reporters delivered a document, as 
follows: 

' 

‘ 

.

' 

Juridical aspects: Prof. F. Goré, Faculté de 
Droit et des Sciences Economiques. 
Fiscal aspects :. Mr. J. Cornelis, Conseil Fis- 
cal et Financier. 
Accountancy aspects: Mr. Jean-Claude Cail- 
liau, Expert Comptable.

, 
In the opinion of the French Branch, the 
subject would be suitable‘ to be studied by 
an IFA. Congress. ' 

Mexico/USA . 

Under the auspices of the USA and Mexi- 
can Branches, a joint meeting was held in 

Mexico-City on the 24/25th May, 1973. 
There was an attendance of 66 participants 
and there were also 27‘ accompanying per- 
sons of USA participants. 

The programme was as follows: 
Discussion of the 28th IFA Congress to 
Be held in Mexico-City - ‘Lic. Alfonso Gon- 
zélez R. (President-Academia MexiCana de 
Derecho Fiscal). ‘ 

Transfer of Technology and use of patents 
and tradémarks - Lic. Jorge Séinz (Good- 
rich, Dalton, Little and Riquelme), ‘C. P. 
Guillermo Preciado (Despacho Roberto 
Casas Alatriste) and Lie. Alfonso Gonzé- 
'lez. R. 
Bill ‘to promote Mexican investments and 
regulate foreign investments - Lic. Carlos 
Doring- (Goodrich, Dalton, Little 8: Ri- 
quelme). . 

Mexican taxation of alien individuals 
temporarily residing in Mexico - Sr. David 
Garcia Fabregat (Despacho Roberto Casas 
Alatristé). 

‘

‘ 

US foreign tax credit relative to Mexican 
taxes on income of US corporations .- 
Messrs. Edward A. Massura and Gerald 
Ball (Arthur Andersen & Co'.). ' 

Congressional Study of the US Taxation 
of multinational corporations - Mr. Adrian 
A. Kragen (University of California, Law 
School, Berkeley). 
Tax on value added - US study and possi- 
bilities and review of European experien- 
ces - Messrs; Paul Pommier and Wolfram 
Diehl (Peat, Marwick, Mifchell & Co.). 
Intercompany allocations — arm’s length 
dealing between US patent and Mexican 
subsidiary' - Mr. Thomas E. Jenks (Lee, 
Toomey & Kent). 
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by M. Von Steinaecker. Published by Praeger, 
New York, 1973, 14 —|— 170 pp., $ 15.00. 
Monograph analyzing the eConomiE effects of 
different tax structures on world production 
and trade as well‘ as the relationship between 
different kinds of border tax adjustments and 
national tax sovereignty with reference to the 
border tax dispute between the US. and the 
EEC from both the legal and the economic 
standpoints. 

Library Internationpl Bureau of 
Fiscal Documentatxon 210. B 7310 

FRANCE 
FISCALITE IMMOBILIERE; JURIS-CLASSEUR. 
Published By 'Editions‘ Techniques, S.A., Paris; 
1973. 
Loose-leaf 'volume of the series Juris Classeur 
containing comments on the tax treatment of 
immovable property. 
Libtary International Bureau of 
Fiscal Documentation no. B 7340 
MEMENTO PRATIQUE DU CONTRIBUABLE 1973: 
CQNDENSE DE TOUS LES IMPOTS; IMPOTS 
DIRECTS; TAXES SUR LE CHIFFRE D’AFFAIRES; 
PRINCIPAUX DROITS ’INDIRECTS; DROITS 
D'ENREGISTREMENT; GRANDES QUESTIONS 
DE SECURITE SOCIALE ET DE LEGISLATIO 
DU TRAVAIL. . : 

Published- by Editions’ Francis Lef‘ebwire,-Paris; 
1973, 992 pp., F 62.——. . 

Practical guide which pré‘vides a short explana- 
tion of the French tax system and social security 
and labour legislation. The material is updated 
as of April 10, 1975-. 

Library International Bureau of 
Fxscal Documentation no. B 7264 

GERMANY (EAST) 
AUSSENPOLITIK UND INTERNATIONALE BE- 
ZIEHUNGEN DER DDR; BAND 1- 1949-BIS 1955, 
by W. Hinisch. Edited by: Institut fiir Inter- 
nationale Beziehungen an der DeutSChen Aka- 
,demic. fiir Staats- und Rechtswgssenschaft 
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f‘Walteg‘Ulbx-icht”, Potsdam-Babelsberg. Publish- 
‘ed by ,Staatsverlag der Deutscheq Dem'okrati- 
schen Republik, Berlin, 1972, 365 pp., M 18.——. 
Volume ‘1 of monograph dealihg 'with th'e fo-‘ 

‘reign policy and international rélations 'of the 
Democfatic Republic of Germany." from the years 
19493‘t0 1955. ' ‘

‘ 

Library ‘Ifitema-tiohal‘tBur'eau of 
Fiscal‘ Documentation 1'10. 13‘ 7398 

G E R MA NY (-W E‘s T) 
AUSLANDIS’CHE BASISUNTERNEHMEN 1M 
DEPTSCHEN‘ EINKOMMEN: UND K01113311- 
SCHAFTSTEUERREC—HT, .- - 

by G. Striegel‘. Published1 by Bayerische Inliug» 
Maggimilians Universitéit, Wfitzb‘urg, 1969, 20 
'+ 312’ pp. 

‘

. 

Theses concerning the‘ German faxatiéri of the 
income of fereign based companies. 
Library Ihtematiqpal Bureau‘of 
Fiscal Documentdfioh no. B 7400 
DIE BILANZIERUNG STILLGELEGTER BETRIEBS- 
ANLAGEN; EINE AK'I-‘IENRECHTL‘ICHE UNTER- 
SUCHUNG, : . V 

by O. Grunewalde‘r. Published 'by I. dWaVerlag 
GmbH; Diisseldorf', 19,73. 75 pp.; DM'2§;~—. ‘ 

Study on the valuation of close'd down busines’s- 
es fer balance sheet purposes._ 
Libraky Internatiqnal Bureau of 
Fiscal' Documentation no. B 7362 . 

DIE VERANLAGUNG ZUR EINKOMMENSTEUER 
FOR 1972; EINKOMMENSTEUERGESETZ MIT 
DURCHFUHRUNGSVERORDNUNG UND RICHT- 
LINIEN; 105 ANLAGEN; RECHTSPRBCHUNG; 
EINKOMMENSTEUER-TABELLEN. 
Published by IdW-Verlag, Dfisséldorf, 1975. 28 + 861 1312., DM 22.50. 
Guide gontaining information for filing 1972 
individualbincome tax returns. The text _0f the 
stafiute_a,nd relatéd implementary provisions and 
case law are appended.

' 

Libzary Intqrnatipnal Bureau of 
Fiscal Documentation no, B 7288 

I 

' 

, 
‘ A 

DIE VERANLAGUNG VVZUR ‘GEWEREESTEUER. 
FOR 1972; GEWERBESTEUERGESETZ UND GE- 
WERBESTEUER—DURCHFUHRUNGSVERORD- 
NUNG MIT GEWERBESTEUER-RICHTLINIEN IN 
DEN 1972 GELTENDEN FASSUNGEN. 
Published by 

7 

IdW-Verlag, Dfiséeldorf, 1973. 
18 —'{-'269 pp? DM 15.—. ‘ 

Guide containing information for'filing 1972 
trade tax returns; Text of the statute and re- 

BIBLIOGRAPHY 

lated implementaty provisions, x.'i=:levamt~ b'y-law 
and case laws‘are appended. - - 

v 

I 

‘4: 

Library International Bureau of, 
Fiscal Documentation no. 3.7289 . 

DIE VERANLAGUNG ZUR KORPERSCHAFTSTEUH 
ER FUR 1922; KORPERSCHAFTSTEUERGESETZ 
UND KORPERSCHAFTSTEUER-DURCHFUH— 
RUNGSVERORDNUNG MIT KORPERSCHA-FT- 
SIEUER-RICHILINIEN IN DEN FOR 1972 GEL- 
TENDEN FASSUNGEN. _ 

‘ 
-... 

Published by IdW-Vezlag,‘Dfisscldorf-, 1973, 14 
—:|- 5601313., DM19.“—. v ‘ 

g : 

Guide Containing information fog filing 1972 
corporate income tax' returns. Text of the sta: 
-tute and r’eleVant reIaLted: implementary provii 
sions, by-Iaws and case} laws are appended. 
Libxéry Internafional Buggau of 
Fiscal Documentation no. B 7290 

DIE VERANLAGUNG ZUR -'UMSATZ;5TEUER 
(MEHRWERTSTEUER) EUR 19721; UMSA-TZSTEU- 
ERQESETZ VQM 1s. OKTOBER V19675~VE1gggpl~ 
NUNGEN l1§ DURCHFUHRUNQ 9155‘ 115:9; 
ERLASSE; VEREUGUNGEN; RECHTSPRECHUNG. 
Published by ‘I‘dW-Verlag, Dfis‘seldorf, 1973-. '30 

+ 880 1313., DM 55.——.- > _ ‘ 

Guide containing information for filing 1972 
turnover tax returns. Texts of statutes, and re- 
lated' ‘impl‘ementa'ry pr‘ovisi‘éns with reference t9 
case law are appended. The material is updated 
as of January 1, _1973,‘and contains tefexencés 
to law and literature-on ‘the subjett; 
Library Int'et'national; .Bfireau‘ of 
Fiscal Documentation no. B 7291 -

‘ 

HANDBUCH DER "sriaUERVERANLAGUNGEN; 
EINKOMMENSTEUER, KORPEKSCHAFTSTEUER, 
GEWERBESTEUER, UMSATZSTEUER, 1972.. 

S'chriften des 'Deut‘Sc'hen Wisisenschaftlicheh’ 
Steu‘efihs’tituts d'er Steuerbevollmiichtig‘ten. Pu: 
blishe‘d by C.'H‘. Beck, Munich, 1975. 56 + 
770 vpp. ’ 

' “ ' ’ 

Handbook containing necessary-information for 
filing 1972 tax returns with resp‘ec't to individ: 
ual incomq >tax, corpogate income tax, trade tax 
and turnover tax. ' 

Librarii international Burea‘u of “ 

Fiscal 'rDocumentation. no. B 7204 

HANDBUCH‘ z'UR iQHNSTEUER 1973'. , 

Schriften des Deutschen Wissenschaftlichen 
‘Steuerinstjtuts d_er Steugrbevollmfichtigten e.V. 
Published by C. H._ Beck, Mfinchen, 1973. ‘32 + 615 pp., DM 25.80. 
Handbook explaining, the wage tax pxovisions; 
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up-datéd‘ 'as of May.'1‘,:1975. The text of the- 

statute, implementariy provisions, by-‘laWs and 
case-law are appended. 
Library Internationgl Bureau of 
Fiscal Documenganon no._B 7261 

INSOLVENZEN , 
UND‘ STEUERN; KONKURS, 

VERGLEICH, SANIERUNG IM STEUERRECHT. 
2ND REVISED EDITION, ‘ ' 

by G. 'Geist. Published by Verlag Neue Win:- 
§chaf§s-Briefez Hem_e, 1973. 192 pp. DM 3'0.—-. 
Monograph dealing with the taxation asp'ec'ts of 
in§olvency. Case law and literaturé is- indluded, 
up'datefl as" of September, 1972. “ '

‘ 

riBEafy‘Intérnatibhal‘ Edi-phi: g‘f‘ ‘ ‘
' 

Fiscal Documentation 110‘. B 7266 " r 
"1 

INVEs°i*ITIosULAGi3N; 
7 

BEIiLIMPGRbE} 
RUNGSGESETZ; 

_ 
INVESTITIONSZULALGENGE- 

SETZ, J ' ' ‘ 

by H.’ Richter. Published by Yerlag Neug. Witt- 
sChafts-Bri‘g'f'e, Herhe, 1973. _258 pp. .

‘ 

Monograph dealing with the: laws designed‘ to 
fmthgr égénomic development inrlin, in thc 
bordegaregs and in the: le'ssef developed areas 
in Genhany.‘ " 

-
‘ 

Library International Bugeau' of 
Fiscal Documentation 'no. 7-2‘66’ 

.7 

KORPERSCHAFISTEUERRECHTLICHE PROBLEME 
DER HOLDINGGESELLSCHAET NACH DEM AUS- 
SENSTEUERRECHT‘ DER ‘ BUNDESREPUBLIK 
DEUTSCHLAND .DARGESTELLT IM‘ ‘VERHXLT- 
NIS ZU AfiSGEWK-HLTEN LANDERN ‘UNTER 
BESONDERER BERUCKSICHVTIGUNGV DER BASIS- 
GESELLSCHAFTEN} A

~ 

by B. Wildcnaueg. Published- in Wiirzbuxgg 
1969. 14 +258: pp. ‘ - 

‘ 

‘ . .

j 

Thesislxm the Corporate income ‘tax problems 
lagisingnfrom, holdingl companies in German, in- 
ternational tax law in comparison tozzselccted 
(Ounttie's'l3withUemphasiSj on the reckoning-of 
base Companies. _ 

.,
' 

Iz'ibm‘ryl Intefnziti‘onal Bureau of'
' 

Ei§€§lgDocI§mentati9n (19. B 7250 
REISEKOSTEN, ' AUSLOSUNGEN, UMZUGSKOS- 
TEN; LEITFADEN ZUR LOHNSTEUERLICHEN 
BEHANDLUNG AUF GRUND' DER NEUREGE- 
LUNG ‘ . .. 

'

‘ 

ab. 1. January 1972?, by W. Herkendell. Biichc- 
rei Betrieb '+ Personal; Band 6. Pfiblished by 
Wilhelm Stolfuss, Bonn, 1972. 136 pp.

- 

Guide with emphasis .onv theitaxation of'wage 
‘eamérs as of‘January,‘197'2. 

Library Iqtemationgl Bureau’ of 
Flscal Documentahon‘ ‘no. B 7219 

394 

20 :SCHAUBILDER 'ZUR vBESfI‘EUERUNG VON 
RENTEN UND RATEN; HEFT 81‘ OPTISCHES 
STEUBRRECHT, 

. ‘ 1 I 

by Hansel. Published by Verlag Neue 
WirtschaftszBriefe, Heme/Berlin, 1973, 22nd 
edition, 25 pwM 30.——-. y, ,

. 

Booklet 8 of the series entitled “Visual” tax 
Law” uses charts t9 explain the taxation of 
annuities and installment payments. . 

I ' 

Library International Bureau of 
Fiscal Documentation no. B 7268 
STEUERLICHB PRO'B'L‘E'ME BEI KNDERUNGI DER 
UNTERNEHMENSEORM; _ LPSUNGSWEGB AN- 
HAND PRAKIiSCHER FALLE, 
by F. Wrede: Published by lTaylor'ix; Fachvexlag; 
Stuttgart,‘1972. 136 pp. r a r A

_ 

Monbgljaph 9n the tank -p;qblems arising‘ftom 
th'e ch’ahge frbm one e'htity form intp' ahothgar, 
illustgatcd with examples. ‘.

‘ 

Library International Bureau of ‘ L 

‘ 
-\ 

Fiscal Documentation {10. B 7332 
UMWANDLUNGS-STEUERGESETZ 11969, 2nd Ed. 
UMWANDLUNG/EUSION/EINBRINGUNG, 
by_G,_ Loos. Published by Verlagsbuchhandlung 
des Instituts der Wirtschaftspriifer GmbH; Diis- 
seldorf, 1972. 521-. pp” DM 6,9;—... , 

Thq basic loose-leaf volume including the fourth 
supplegnén; “brings the mqnoggaph‘ on the legal‘ 

and tax treatment‘of‘mergers and change from 
one entity form intq anpther up-to-date as of 
July, 1972. Text ofi‘relcvant statutes and list' of 
tau; literatgne is wappended. 
'Libr-ary International Bureau ‘of 

Eisgal.cuq1entation no. B 7334. 

GERMANY/SPAIN,
_ 

ERLAUTERUNGEN ZUM DEUTSGH-SPANISCHEN 
DORPBLBESTEUERUNGSAEKOMMEN.. v

1 

3rd Edition: ‘Publish'ed‘by Déuts‘chc: Handel's. 
kammér ‘fiir 'Spariien, Barcelona, 1973. 12 'pp. 
Third revised edition of brief‘Sl'n‘vey explaifiihg 
the Germany-Spain double 'taxgtig'n trgaty as in 
effect on May, 1973.’ 

' :' 

Libgafy Ifiternational Bureau of 
Fisc'al‘ Documentation no. B 7365 

GERMANY/SWITZERLAND 
LE CONTROLE DES ENTREékISEs COMMERCI- 
ALES EN ALLEMAGNE ET EN SQISSE,‘ I 

by E. G. Snozzi. Cahiers der‘l’Institut fies-Experts 
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Comptables; No. 5. Published :by I.F.E.C., Pai'is, 
1973. 66 pp.

' 

Mdnograph on the" control of busihess enter- 
prises in Wgst Germany and Switzerland, by, 
chartered accountants ‘and similarlprofgssibns,

‘ 

Library International Bureau of __ 

Fiscal Documentation :16. B 7303 

INDiA 
U.S. BUSINESS OPERATIONS 
by M.‘ J. Kust. Published by ithe Tax Manage- 
ment, Inc.,:“Washingt'on, 1972. 12 + 175 pp. 
General outline of income taxation and other 
tax matters which may be of. importance to! US. 
businesses when considering the establishment 0a company or‘vother business venture in India. 
The material i'é updated by’ pink sh‘pplemégt 
pages, ‘.« 

‘ 

.5, ‘ 

' Library Internafional‘ Bfii‘eéu of 
Fiscal Documentations 119. B .7549 

INDONESIA 
INDONESIA: BUSINESS DYNAMICS OF A NEW 
FRONTIER. ' 

Published by Business Ihtegnéfioflal;. Hong Kbng, 
1973. 6-1—76 pp.. .. . 

I 
‘ _ 

Report intended as‘ a prac’tical‘guide for p'rb‘s; 

pective investors contemfii‘atin‘g‘ investments if; 

Indone§ia or doing business thege'. 'It‘ covers all 
the essential data incliiding the investment per; 
mit procedure, the acquisition of land Or-‘p‘te- 
n’fises,‘ for «plant or officé,ufinanciri‘g,~1 recruiting 
angi‘ training (")5 'labor, taxation, inefficienfi‘zbw 
reaucracy and other information untouchedAin' 
any other .public'ation. ‘ 

Library International‘ Buteaix of 
Fiscal Documentation no. 13 7363 

INTERNATIONAL 
FUNDAMENTAL CHANGES IN MARKETABLE 
SHARE COMPANIES, 

‘ 
2, H 

by A. F. Conard; Chapter 6 9f volume XIII, 
Business and Private Organizatioqs“, in the 
Sgrigs: ‘Interhational Ehcyclbpedia .o£ Compara- 
tive» 1421112, Edited by K, Zyveigert and A, 
Conard. Publishedgby J. C. B, Mohr, Tfibipgcp, 
1972. 121 pp. ‘. 

, 
‘

‘ 

Fundamental development changes in company 
regulations in various countries. with emphasis 

BIBLIOGRAPHY 

on the 'USA and“ the United Kingdqm. The 
mdterialvisnup-dated as of January 1, 1968-; 
Ijibrar'y Internati'é'nal Bureau of - 

‘ ‘ 

Fiscal Documentation no, 8 7255 ' 

GUIDELINES FOR- INTERNATIONAL INVEST- 
MENT; . . 

"‘5 u
' 

Adopted unanimously by “the ‘Caou'ncil Lof- "the 
ICC 120th Session-'29 November, 1972. Edited 
by" Die: Deutsche' G‘rupp‘efl'dérl Ihtezjnationalén 
Handelskammet,‘ K6111. Eu‘bli‘shed by Verlag 
Deutscher Wirtschaftsdienst» KG, «Kéln, 1973: 
39-,pp., DM:1‘2,‘.80.~ 

' 
" 

‘ 

’ 

‘

, 

Complete text in German and Ehglish of thé 
guidelines for international :privatel‘investment‘ 
as adopted by' {the Interfiational Chamber -'o£

, 

Commerce. . 
~ * 

Library International Bureau of ‘

’ 

Fiscal Doct’xmentation 1m).- B 7327 
TRADE AND INVESTMENT POLICIES FOR THE 
SEVENTIES‘; NEW CHALLENGES FOR THE‘fiT: 
LANTIC AREA AND jAPAN, ‘ 

edited'by P. Ufi; ‘fofew‘ér’dhb‘y, Roll. Published 
by Praeger Publishers, New York, 1971. IS""—‘}- 

286131). “

. 

Based on‘ a conference held in 1971 in Tokyo, 
this pgblication contains considégatibns;:60ntrie 
buted; {by variouS~,.expert$; On international trade 
and investment aspects ‘such -as the future, of 
Japanese trading companies and Japatglisk 739-. 

dustrial‘xole, find the possibility‘of‘?‘the~decliné 
in importance'rof ’multinationgil wcorpoggtions‘. 
Libragy Intgrnational Butqgu of 
'Fis'c'n‘l' Documeritationmb‘. B7243 

IVTAVL‘YU n 
‘ 

.r .
. 

DAS ITAIIENIS‘CH‘E MEHRWERTSTEUERGESETZ'; 
VERORDNUNG DES PRASIDENTEN DER'REPUJ 
BLIK N. 633 VOM 26. :OKITOBER', 1972 ; EINEUH: RUNG UND REGEL'UNG’ DES MEHRWERTSTEU‘ 
BR; UBERSETZT VON OLE NEUHAUS. 
Published by Deutsch-Italienisghc Handelskgm- 
mer, Milan, 1973. 95 pp. 1

' 

Unofficial German translation of the text of .the 
Italian value added‘ tax. - 

'

' 

Librarylntemationalf Buré‘afi r of' 
Fiscal Documentatipn no.; B 7412 

JAPAN
. 

ASIAN ‘TAXAnbN 19,72, - 
'5 

edited by Hidéyasu Iwasaki. Published Japank 
Tax Association, Tokyo, 1.973. 6 + 254 pp. 
Y2,450. .‘

i 
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.Anfiual publicatibn containing short surveys of 
the tax systems in various Asian countries, Le. 
the Republic of China, India, Indonesia, Japan, 
Khmer, Korea, Malaysia, Pakistan, Philippines, 
Singapore and Thailand. Updated as of the end 
of 1972. 
Library Internatiénal Bureau of 
Fjscal Documentation no. B 7314 
THE TURNING POINT IN ECONOMIC DEVE- 
LOPMENT: JABAN'S EXPERIENCE, 
by- R. Minami. Economic research series, No. 14. 
Published by Kinokuniya Bookstore, Tokyo, 
1973. 207 +630. pp. 
Empirical study‘ on the tuming point in econo- 
r‘nic develoPments with emphasis on the Japanese 
economy. 
Library Internatioqal Bureau of 
Fxscal Documentatxon’ no. B 7263 

KOREA (SOUTH) 
FOREIGN CAPITAL IN-DUCEMENT LAW (AS 
AMENDED). ‘ 

Published by the Economic Plannihg.Board, 
Seoixl,’ 1973‘. 44 pp. 
Unofficial English translation of the complete 
text of thé Foreign Capital inducement law as 
amended, prepared for foreign investors. 
LiBrary Intémational Bureau of 
Fiscal Documéntation no. B 7257 
INVESTMENT OPPORTUNITIES IN KOREA. 
Published by the Economic Planning Board, 
Seoul, 1972. 6 + 78 pp. 
Booklet designed to provide prospective foreign 
investors with a comprehensive introduction to 
the people, economy, investment_ opportunity 
and tax» incentivies in Korea. 
Library International Bureau of 
Fisgal Documentation no. B 7256 

LIECHTENSTEIN
I 

STEUERJ 'ANLAGEPARADIES LIECHTEN- 
STEIN; LEG DEIN GELD RICHTIG AN ; HEFT 5. 
by O. H. Harbeclg. Published by Fritz Knapp 
Verlag, Frankfurt am Main, 1972. 4 + 82 pp., DM 15.—. 
This book provides information with respect to 
legal entities and the tax system in Liechtenstein 
as well as. its economic; financial and constitu- 
tional environment.

’ 

library I'ntemation’a’I Bureau of 
Fiscal Documentation no. B 7335 

396 

L U X E M B O -U R G 
HOLDING COMPANIES IN 'THE GRAND DUCHY 
OF LUXEMBOURG, 1969 EDITION. 
Published by the Banque Internationale, 
Luxembourg. 59 PP. 

N E T H E R L A N D S 
DE STAMRECHTVRIJSTELING (ART. 19 IE '64), 

by -G. G. Brouwer. Published by FED, Daven- 
ter, 1973. 42 pp. 
Monograph on the income tax exemption in 
case of cessation of onefs business as governed 
by the individual income tax provision. 
Library International Bureau of 
Fiscal Documentation no. B 7318 
ELSEVIER'S VENNOOTSCHAPSB'ELASITING UIT— 
GAVE 1975 VOOR DE MNGIFTE OVER 1972. 
3rd edition, by E. N. Jonker, H. Buitendijk 
and A. C. de Groot. Published Uitgevers- 
maatschappij Bodaventura, Amsterdam, 1973. 
200 pp., 1‘ 22.50. 
Guide for the filing of the 1972 corporate in- 

come tax return. 
Library International Bureau of 
Fiscal Documentation no. B 7346 
INTRODUCTION TO THE PRiINCIPAL ACQUIRE- 
MENTS OF THE "PRIVATE COMPANIES" ACT. 
Published by Peat, Marwick; Mitchell '8: Co., 
The, Hague, 1971. 7 pp.

' 

Libgary international Bureau of 
FiScal Documentation no. B 5871 
OMZETBELASTING. 
Fiscale Studieserie no. 6,‘ by J. Reugebrink. 
Published by FED, Deventer, 1973. 22 + 303 
PP- ' 

This work is designed as a textbook explaining 
the Netherlands tax on value added. List of 
relevant literature is appended. 
Library International Bureau of 
Fiscal Documentation no. B 7269 
RAPPORT. BEDRIJFSECONOMISCHE NORMEN 
INZAKE DE CONTINUITEIT VAN ONDERNE- 
MINGEN. 
Published by Raad voor het Midden— en Klein- 
bedrijf, The Hague, i973. 39_pp. ' 

This publication studies the necessary reserva- 
tions, which have to be made in connection with 
currency depreciation and inflationary pressures 
in order to maintain investments for the sprvival 
of the small business. - 

Library International Bureau of 
Fiscal Documentation no. B 7326 
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NETHERLANDS/ NETHERLANDS ANTILLES 
CQRPORATE LAW OF THE NETHERLANDS AND OF THE NETHERLANDS ANTILLES, 
5th edition, by S. W. van der Meer.. Published 
by Tjeenk Willink, Zwolle, 1973. 6 + 101 pp., 
Hfl. 12.50. 

V _
‘ 

Englishntrfanslation of‘ the text of the Nether- 
lands corporate law and that of the Netherlands 
Antilles. A short introduction is included. 
Library International Bureau of 
Fiscal Documentation no. B 7282 

NIGERIA 
A GUIDE TO STAMP DUTIES IN NIGERIA, 
Nigerian Practice nbtes, by P. G. Willoughby. 
Published by Sweet & Maell, London, 1967. 
14 + 8.7 pp. 
Textbook on Nigerian stamp duty law. 
Library International Bureau of 
Fxscal Documentation no. B 10.575 

OECD/INTERNATIONAL 
PROYEc‘ro DE CONVENIO DE DOBLE IMPOSI- 
CION SOBRE L_A RENTAL Y EL PATRIMONIO. 
Published by OECD, 1963. 194 pp. 
Spanish translation of the draft double taxation 
convention on income and capital. 
Lgbrary International Bureau of 
Flscal Documentation 110. B 7529 

SOUTH AFRICA 
THE OLD MUTUAL INCOME TAX GUIDE 1972- 
1975; INCOME TAX ALLOWANCES, TAX FREE 
INCOME, TAX TABLES, CAPITAL PROFITS, 
ESTATE DUTY. 
edited by A. S. Silke. Published by The Old 
Mutual, Capetown, 1972. 12 + 126 pp. 
Quick reference and easy guide containing in- 
formation on the income tax for the 1972 in. 
come tax return. The Law is stated-as of Octo- 
be: 15, 1972. An Afrikaans language edition is 
available. 

Library Internationgll Bureau of 
Fiscal Documentatlon no. B 7305 

BIBLIOGRAPHY 

SWITZER'LAN‘D'
_ 

DIE UMSATZSTEUER IM FISKALSYSTEM: ORI- 
ENTIERUNGEN. DER SCHWEIZERISCHEN 
VOLKSBANK, ‘ 

Nr. 57, by_ H, Gerber. Published by Schweizegi- 
schen Volksbank, Bern, 1973. 23 pp. '. 

Analysis of the role of the turnover tax in.the 
Swiss tax. system. 
Library International Bureau of 
Fiscal Documentation no. B 7313 
STEUERBELASTUNG IN DER ‘SCHWEIZ/CHARGE 
FISCALE EN SUISSE, '1972 -— BEARBEITET VON 
DER EIDGENOSSISCHEN STEUERVEBWAL- 
TUNG; ELABORE PAR .LTADMINISTRATION FE- 
DERALE DES CONTRIBUTIONS. 
Published by Eidgenfissisches statistisches Amt, 
Heft 491, Bern, 1973. 89 pp. 
Statistical survey of the taxes levied by the 
various cantons. 
Library Internationél Bureau of 
Fiscal Documentation nq. 37316 

UNITED KINGDOM 
ESTATE DUTY IN ENGLAND AND WALES; 
ADAPTED FROM: "AN OUTLINE OF ESTATE 
DUTY IN SCOTLAND”, BY G. H. BROWN AND 
J". M. HALLIDAY: CONCISE COLLEGEzTEXTS, 
by A. D. Lawton. Published by Sweet 8: Max- 
well Ltd., London, 1970. 21 + 169 pp. 
Monograph of a brief outline of estate duty; the 
law concerning estate’duty is stated as of Sep- 
tember 1, 1969. 
Library Internationgl Bureau of 
Fiscal Documentatxon no. B 7552 
'GUIDE TO THE ESTATE DUTY STATUTES, 
edited by Wheatcroft, G. S. A., _2nd Edition. 
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ARTICLES-H ‘1 * 

ENRIQUE PIEDRABUENA RICHARDJ: 

TREATMENT OF RO'YALTIES IN TAX CONVENTIONS BETWEEN DEVELOPED AND DEVELOPING COUNTRIE‘S2 
1.. BACKGROUND 3 

In order ‘to save time I have omitted 21 

complete description of the most direct 
antecedents on the subject Such as the 
OECD Draft Conventioh, the three 
papers delivered by the United" Nations 
in relation to the Ad-Hoc Expert Group 
Meetings'held in 1969, 1970 and 1971; 
the documents prepared by IPA secre- 
tariat; the condusions of the VI Con-' 
guess of ‘the' Latin American Tax Institute 
and the Papers related to the develop- 
ments originated under the Andean 
Pact, among others. Notwithstanding, I 
will refer to some of these antecedents» 
during the course of .this report, if ne- 
cessary. 

2. SCOPE OF THE ROYALTY CLAUSE 

Article 12 of the Model Convention pre- 
pared by- OECD fixes in part the scope 
of the. term “royalties”. 4 
From the wording of this article it may 
be inferred that: 
i) It does not include royalties incoming 
from the operation of mines, quarries or 
from other natural resources. While I 
agree with this exclusion, I would rather 
have it expressed in a positive‘way, as 
stated in some treaties Lg. Greece-India 
(1965), Brazil-United States (1967), 
South Africa-United Kingdom (1968), 
Japan-The Republic of Korea (1970), 
Peru-SWeden (1966). 

Bulletin Vol. XXVII, October/octobre no. 10, 1973‘ 

ii) It does include the royalties for the 
use, or for the right to uSe, cinemato- 
graphic films. I think that these royalties 

1. Director of the Latin American Tax Institute. 
Professor of Taxation at the Catholic University 
of Chile. Partner of Price Waterhofise Peat 8: 
Co. Chile. The concepts explained in this,paper 
are not necessarily those of such entities but 
pretend to be generally in line with those of 
the Latin American authors and expexts. The 
contents of this report have been discussed with 
members of the Asociacién Argentina de De- 
recho Fisca’l, in August 1972. 
2. Report prepared at the request of the Inter- 
national Fiscal Association in August 1972. 
Submitted to the Secretariat of the'United Na- 
tions in New York for the attention. of the Ad 
Hoc Group of Experts on Tax-Treaties between 
developed and developing countries in exercise 
of consultative status granted to the Inter- 
national Fiscal Association. 
The report reflects only the opinion .of its 
author and can in no way be regarded as ex- 
pressing the views of the International Fiscal 
Association. 
5. Dr. Ramén Valdés Costa has brightly abridg- 
ed and founded the development of the Latin 
American doctrine in his papers “Problemas tri- 
butaries entrepaises desarrollados y paises en 
deéarrollo” (August 1970) and “Latin American 
Pogition on the problem of Tax Agreements. be- 
tween developed and developing countries” the 
latter being published in August 1971, IFA 
Bulletin, page 4283. See also “Comments on 
some of the Problems of Tax Treaties between 
developed, and developing countries” submitted 
to, the Expert Group in Geneva, in April 1970 
by Milka Casanegra, a membgr from Chile; the‘ 
report presented' by the author to the Round 
Table Discussions in October 1968 during the 

(continued on next page) 
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DEVELOPED/DEVELOPING COUNTRIES: ROYALTIES 

are more connected with the definition 
of business profits and/or of a Perma— 

XXII Congress of IPA and published together 
with other reports and the minutes of the mee- 
ting; and “Bases para una political Latino Ame- 
ricana sobre Tratados Tributaries” by the author, 
presented to the VI Latin American Tax In- 
stitute Congress, and released in April 1971 by 
“Impuestos” of Buenos Aires, page 467. 
4. “1. Royalties arising in a Contracting State 

and paid to a resident of the other Con- 
tracting State shall be taxable only in that 
other St‘ate. ’ 

2. The term “royalties” as used in this Ar- 
ticle means payments of any kind received as 
a consideration for the use of, or the right 
to use, any copyright of literary, artistic or 
scientific work including cinematograph 
films, any patent, trademark, design or mo- 
del, plan, secret formula or process, or for 
the use of, or the right to use industrial, 
commercial, or- scientific equipment, or for 
information concerning industrial, commer- 
cial or scientific experience; 
3. The provisions of paragraph 1 shall not 
apply if the recipient of the royalties being 
a resident of a Contracting State, has in the 
other Contracting State in which the royal- 
ties arise, a permanent establishment with 
which the right or property giving rise to 
the royalties is effectively connected. In 
such a case, the provision of Article 7’ shall 
apply.- "

‘ 

4. Where, owing to a special relationship 
between the payer and the recipient .or be- 

' tween both of them and some other person, 
the amount of the royalties paid, having re- 
gard to the use, the right or information 
for which they are paid exceeds the amount 
which would have been agreed upon by the 
payer arid the recipient in the absence of 
such a relationship, the provisions of this 
Article shall apply only to the last-mentioned 
amount. In that case, the excess part of the 
payments shall remain taxable according to 
the laiw of each Contracting State, due re—_ 

gard being had to the other provisions of 
this Convention". (United Nations Secreta- 
riat ST/SG/AC. 8/9R. 33, November 5, 1971, 
Annex V, page 4/5. 
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nent establishment and should be sep‘a- 

rated from this definition e.g. Philip— 
pines-Sweden (1966), Denmark-Philip- 
pines (1966), Brazil-United States (1967), 
France-United States (1967). On the other 
hand, film rentals could be assessed 
through a permanent establishment or 
through the application of a special for- 
mula or through the assumption of an 
income on the gross receipts, thus 
avoiding the problem related to thee}:- 
pensgs involved. Technically these ren- 
tals divert greatly from the normal cases 
and do not have the same consideration 
as other royalties e.g. technical royalties. 
iii) I agree with the exclusion which 
arises when the recipient has a permanent 
establishment in the source country and 
there is an effective connection with this 
concern. But, I wofil’d’like to .add the fol- 
lowing: 
a) I feel the absence of a more com- 

prehensive clause including the royal— 
ties indirectly connected; e.g. negotia- 
tion on royalties held by representatives 
of the Permanent establishment or 
supported by local financing or when 
some of the expenses are accounted for 
at the local branth. 

b) Also I feel the absence of a clause 
dealing with parent companies and 
establishing reasonable rules for the 
allocation of the royalties or part there- 
of in the case of a local subsidiary; 
furthermore, if the royalties are treated 
as dividends in the country of origin. 

iv) .1 agree with the regulations of royal- 
ties in case of related cdmpanies, a pro- 
blem which is quite different from that 
of the allocation of royalties already anal 
lyzed. But I think that the use of mere 
general terms is necessary such as those 
employed in Japan-Republic of Korea 
Treaty (1970) under which royalties in 
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excess of a fair and reasonable consider- 
ation are separated from the general clause. 

3. WHICH COUNTRY SHOULD TAX 
THE ROYALTIES AND HOW? 

3.1. There is no doubt as to which coun- 
try is the source country and which should 
be the rule if the Principle of taxation at 
the source of income were universally fol- 
lowed. 
In fact, all' definitions coincide on the 
principle that in the matter of royalties 
the source is located where the intangible 
property is used or where the right to 
use it exists. Some marginal Problems may 
arise concerning the source but these are of 
a- minor importance. 
3.21 Since practically all royalties paid in 
or by developing countries have these 
countries As their source and since in ad- 
dition a deduction in the determination of 
the taxable income of the paying enter- 
prises arises, this issue implies a double 
fiscal loss for these countries; first the re 
duction of the rate applicable to royalties 
and even non payment at the source clai- 
med ‘by some developed cougtries — and 
second, the decrease in revenue incurred in 
by the local companies.

I 

' The question that — on the contrary — 
the payee will compel an _extra payment 
from the payer —. represented by the tax 
collected by the developing country —— is 
rather artificial and by no means of Scien- 
tific nature.

I 

In my personal opinion it is preferable to 
have royalty estimates with no exclusion 
of local taxation and reflecting the dif- 
ferent licensor’s attitudes since' some of 
them would and some would not‘ have a 
complete tax credit in the home country; 
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In addition, it must be added that :com- 
mercial factérs such as competence may. 
have an effect in the amounts involved. 
Therefore, from both a theoretical: and a 
practical point of View I have no doubt 
that royalties must be taxed in the country 
of their source. 
3.3. Another problem is whether this 
taxation is the only one that may be coll— 

iected or if the home country could‘ at the 
same time apply its taxes on royalty pay- 
ments. 
The Brazil-Sweden Treaty (I965) pres- 
fcribes that any royalty may ‘be taxed in 
both countries but limiting the rate of the 
source country to 15% on the gross 
amount, a limitation which would apply 
in ‘the case of Brazil three years after the 
ratification of the Agreement. It should be 
noted that this‘ treaty contains the “tax 
sparing clause” for the avoidance of 
double taxation. " 

The projected Brazil‘-United States Treaty 
(1967) contained in‘ general the same so- 
lution as the Brazi118WedEn Agreement. 
But it was built up under the device 
known as “investment credit” plus the 
additional tax credit So as to encourage 
investments and to avoid double taxation 
respectively. K

‘ 

A similar solution may be found in the 
Argentine-Federal Republic of Germany 
Treaty (1966) under the scheme of an 
exemption of income from Argentine 
sources and in other income itemssuch as 
royalties, the application of a “fax sparing 
clause” for avoidance of double .taxation. 
Similar is the case of the Japan-Brazil 
Treaty (1967), under a pattern of a gene; 
.ral “tax sparing” Solution for income from 
Brazilian sources which also Covers the 
reduction of the rate applicable to royala 
ties. 

_

- 

So is the .case of Peru-Sweden Agreement 
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(1966) under a scheme of exemption in 
Sweden of Peruvian source of income. 5 

In the case, of the Brazil-France agreement 
(1972), royalties may be taxable in both 
countries with limitations on rates being 
the general rate, ceiling a 15% (Article 
12a). In‘ such a case, France will give a 
credit, but considering as having been paid 
a minimum 20% tax rate (Article 22 - 2 - 

d). I have not the slightest wish to discuss 
here the tax rates but I would prefer the 
solution of Peru-Sweden and France- 
Brazil Agreements. 
3.4._ But if something must be pointed 
out in matter or rates it is that it would 
not appear to be logical to make a general 
reduction. In fact, as far as the employ- 
ment of some intangible assets becomes 
more useful for the Progress of a devel- 
oping country, a maximum reduction 
could be determined and on the contrary, 
the reduction should decrease gradually to 

' 

the point where it would not be permitted 
at all. Therefore, royalties payable should 
be classified according to some priorities in 
order to apply a higher or lower reduction 
(under a pattern of exemption or a “tax 
sparing” scheme; otherwise, the sole bene- 
ficiary would be the Treasury of the devel- 
oped country). 

4. NEW REGULATIONS UNDER 
THE ANDEAN PACT 

As known Bolivia, Colombia, Chile, Ecua- 
do: and Peru have signed the Andean 
Pact or Cartagena Agreement. 
One of the Regimes Created under this 
frame is the “Common rule of Treatment 
for Foreign Capital and for Trademarks, 
Patents, Licences and Royalties” which has 
been in force since July 1971. 
Article 21 of this Regime prescribes: 

“Intangible technological contributions 
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shall grant the right 'to the payment of 
royalties, after authorization is given by 
the Proper national organization, but 
they shall not be computed as capital 
contributions. When these contributions 
are furnished to a foreign company by 
its head office or by another affiliate of 
the same head office, the payment of 
royalties shall not be authorized and no 
deduction will be allowed for income 
tax purposes”.

. 

The concept “affiliate” has not been de- 
fined by the Agreement. In any case it 

should be undezstood to have a Wider mea- 
ning than that of a branch of a foreign 
corporation. Every foreign enterprise 
should be considered an “affiliate” of the 
foreign entity when owning more than 50% 
of the capital of the enterprise, regardless 
Whether it is constituted as a formal agen- 
cy of the foreign major shareholder or‘ as 
a separate entity in which the foreign in~ 
vestor is a partner or shareholder. How- 
ever, these rulings have been interpreted 
in a very Wide sense, e.g. if the percentage 
of foreign capital is in the hands of more 
than one outside investor, the local enter- 
prise would be an affiliate of each and 
all of such investors. 

5. The principle of the sole taxation at the 
source was ratified by 'the VI Congress of the 
Latin American Tax Institute held in Punta del 
Este in December 1970 and it was further in- 

troduced in the T213: Convention proposed‘ in 
Decisioq No 40 of the Andean Pact approved 
in November 1971 to be applied by the Andean 
countries amongst them and also in the Tax 
Model Convention to be used in the agreements 
with third countries under the following clause: 
“Royalties derived in the territory of one of the 
Contracting (Member) countries, from the utili- 
zation of trademarks, patents, non patented tech- 
nical knowledge or‘ other intangible assets of 
similar nature; shall be taxed only in that Con- 
tracti'ng (member) country.” 
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We have already transcribed 'the article of 
the Tax Models , Conventions under the 
Andean Pact concerning treatment of 
royalties only «at the source {(see point 
5.3;): 

‘ 

r r

' 

While the tax models 'haVe not as yet been 
enacted by the ‘member countries,» the Re- 
gime for the treatment, of foreign capitals 
is a law that binds ‘ Bolivia, Colombia, 
Chile, Ecuador and Peru? in 'their'extemal' 
relationships in matters of rOya'lties‘. - 

There 'is no need of comments” upon these. 
rules inasmuch; as the provision is self 
explanatory; :if no payments are permitted 
in case of “affiliates” obviously there are! 
no taxes to be analyzed. 

5. BORDERLINE PROBLEMS 

5.11 Technical am‘mzmg ' 

moi/ideal by 
campam'gj 119nm ro‘y4lzfz'éj :

. 

C. M'. Giuliani Fonrouge is absolutely fight 
in saying that the juiidical characteristics 
of _the technical? advisory services, and the 
royalties (be specially refers to know-how) 
are completely different. ‘6

_ 

But praétically téchhital- fees are often col- 
lected through know-how installments, 
among other deviceé. , 

_ 

'
‘ 

Therefore, al'thOugh 'I 'theoretically agree 
with the before-mentioned separation of 
concepts, from a practical point of View I 

prefer a joint treatment. 7 

Chilean law has adopted this kind ¢£ ‘ap‘- 
proach when it determines the basis of the 
withholding tax: “all amounts Paid or 
credited with~ no deduction of any sofl: to 
persons not, dOmiCilqd or :esident in the 
touhtry, fof the use of trademagks, patents: 
formulae, technical assistance 'and other 
similar services, whether in the form of 
royalties, profit ‘sharing or- any‘ other form 
or remuneration? excluding amounts re- 
presenting capital or loan refunds,- pay- 
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ments. :for physical aS’Sets brought into the 
country up to a-‘cos‘t generally accepted or 
income on which taxes have been paid in 
Chile’? 
In the heading I refer' only to éor‘npan‘y 
services 'or technical assistance provided by 
capital vc'oncerns, nbt including pErsonal‘ 

and/oi: professibnal‘ independent services 
performed by individuals or by partner- 
ships. 

, 

'

. 

No problem exists regarding personal in- 
dependent services in, the various treaties; 
as they ,give general xecog;1ifiion :to the 
sourge _—~ gale of taxation, this together 
with the exgmption of the fees in the re- 
sident country under certain limitations. 

5,2. Legging perm: mleuof ,ihtangible: 
In some instance's,‘ for tax purposes of the 
resident‘cpuntry, the intangibles are sold 
instead ‘of being leased.

1 

Although know-how, among others, is a 
fixed capital asset and therefore can be 
sold as guch, it covérs some technical as- 

sistance and as John Cryétail comments, “it 
is the kind of intangible eqtity that can 
very‘ easily change; its ,eategory according 
to the use to which ité, owner himself de}. 
aides to put it”. 7 

‘ ~ 
N 

_ I 

7. 

Chilean law avoids this. problem by ex- 
cluding from the definitibfi of royalty ‘iy 
the “paymehts for physical assgts7’ as men: 
tionqdi before, in 5.1.- and; obviously know- 
how is not such kind of gm asset. _ 

In the fiase of El Mercurio v. Impues‘tos 
Internos the payment fo: the furnishing 
of‘ cartoons. from “Editozs Press Service? 
and "“The Hearst Corporation” were; dis~ 
cussed.

‘ 

The Chilean Supreme Court ruled on 

6. Derecho Financiero, Vol) II, page 918.
I 

7. See John Crystal. The Curious Nature: of 
“know-hbw” - May 1968 IFA Bulletin Page 195 
(commenting différent C'a’tiadia‘n ’caSeS). 
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August 12, 1970 that these cartoons were 
just only a way to render a journalistic 
SCIVICC. 
I agree with this jurisprudence and wduld 
add that if the sale or leasing of cartoons 
were forbidden, this property could not 
have been sold to E1 Mercurio notwith- 
standing the right of the licensee to use it. 

5.5. Leaning or sale of tangible: versus 
royaltie:

' 

The lease of an equipment may include 
the value of a technical assistance already 
rendered or to be performed in the future, 
specially in the near future. This is more 
apparent when the services are to be paid 
.for in installments. 
On the subject we can distinguish, among 
others, the following cases:

' 

1') Technical assistance miXed with buil- 
ding, construction or assembly projects. 

Tax treaties vary a grea't deal on this point 
qualifying a permanent establishment as 
such wheh no period of time or at least 
some time has elapsed as from the instal- 
lation, the lattef being the most cofnmon‘ 
ca§e. The O.E.C.D. Model fixed a limi- 
tation. of 12 months but the Ad-Hoc' 
Group of Experts proposed a 6 month 
period, i.e. up to 6 months it is not con- 
sidered' a permanent establishment in the 
country. Naturally the income involved in 
the value of the equipment is of foreign 
source but not the income related to the 
installation or the assembly. Any enter- 
priée should fairly dividé the respective 
values and the local authorities in consul— 
tation with the foreign authorities should 
control the reported values. The O.E.C.D. 
Model and the Ad-Hoc Group ‘recomrrienL 
dafions are more practical than theoretical: 
In addition it shofild be pointed out that 
technical assistance already rendered abr‘oad 
prior to the operation in the local country 

is of foreign source. 
ii) Technical services for the initial ope- 

ration of equipment and the like when 
no installation is required. 

Here the distribution should be the same 
as in case 1') but it is very difficult to 
detect the services involved. 
iii.) Computers or similar equipment.

I 

In general there are- in this area heavy 
expenses in previous and future research. 
I would say that the selling Pripe to third 
parties includes research expenses. The 
income included in the selling price is 

from foreign source but income rentals are 
from local source. ‘ 

5.4. Container J/aipmentJ 
This subject is relatively new and has in- 
troduced a revolution in naval architecture, 
Port facilities and connected services which 
exceeds the maritime traffic itself. '_ 

In IFA/PSC 1971 /197.2 November 30 do- 
cumenf, the following question is formu- 
lated: 

“Should income from the leasing of con- 
tainers be classified as rental income 
(usuallyltaxed on a gross income basis); 
as industrial or commercial profits (not 
taxable in the absence of a permanent 
establishmgnt among treaty countries); 
or as shipping income (taxable at the 
shipper’s domicile)?” 

The operations themselves are destribed iri 
a German Decree 8 which assimilated these 
services to the international Shipping clau- 
sgs as included in Tax Treaties under re- 
ciprocity. 

. 

' 

. 

v , 

I am not against this solution for practical 
reaspns, but I think that the question 
shoud be studied more carefully consider- 

8. Published in IFA Bulletin, June 1969 - page 
257. . 
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ing the different stages as they are des- 
cribed in the German Decree: 
1) The providing of containers and special 

transportation vehicles. from the port 
of departure and during sea transporta- 
tion. -

. 

2) Transfer of 'the container from the 
special transportation vehicle or freight 
ca: to the ship. 

' I 

3) Transportation on.the ship. ' 

, 4) Unloading of the container at. the 
port of arrival On special transportation 
vehicles or freight cars. 

5) The providing of containers and'spe- 
cial transportation vehicles for the in- 
land consignee. 

The operations described in. numbers 4 and 
5 také place in the destination territory. 
Operation No 4 is obviously a “connec~ 
ted service”. In Case of number'5 it should 
be noted that a provisic'm of containers is 
permanently needed on site. 
If the provision of containers is included 
in the freight charges, it seems they follow 
the same treatment as these; Le. they would 
be external income in the case of imports 
and the contrary in the case of exports. 
Under this alternative and assuniption, my 
opinion would be similar to the definition 
stated in the Gefrman document, reffered 
to above, which qualifies this incOme as a 
shipping income taxable in the domicile of 
the carrier. 9 

' 

I

' 

'On the other hand, if the containers are 
rented separately from the'shipping con- 
tract, even With a price fluctuation clause 
depending on the number of days of per- 
manence on land, thé rent may be con- 
sidered as a commercial income received 
in the country, independent from the exist- 
ence of a permanent establishment. Under 
this alternative, the income from “con- 
tainers” would be qualified as income 
from local source and taxed on a net basis. 
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5.5. Deduction of expensex 
I do not believe that the deduction of do 
penses is to be regulated through a reduc-- 
tion of tax rates. This is more than an 
artificial solution, considering the different 
amounts and kinds of expenses involved, 
it appears as a standard blanket allowance 
deduction. ‘ 

In my opinion, this blanket allowance must 
not be applied either as a tax rate reduc- 
tion or as an expense deduction. This is 
because expenses must generally be proved 
and usually withholding tax rates are lower 
than all taxes normally to be paid on’ net 
income. ' 

Nevertheless the law could provide an 
exemption, giving discretionary faculties to 
the tax authorities in order to regulate 
yearly standard deductions by activities 
and/or kind of royalties. 

5.6. "Free of taxex in the country of the 
licensee” stipulation 
Technically in this case the licensor is ob- 
taining two types of income: 
i) The stipulated net royalty and ii) the 
payment of his tax by the liCensee. 
Therefore, a grossing up is in order to 
determine the total taxable income. 
As mentioned before, this clause is not 
advisable for developing countries by a 
number of reasons and I feel there is no 
need to introduce a provision on the sub- 
ject in the Tax Model of O.E.C.D. 

6. CONCLUSIONS 

:1) Latin AmeriCan doctrine with which I 

agree, is consistent when considering that 

9. On the subject I have been in touch with 
Giuliani Fonrouge who in principle is of the 
same Opinion. 
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royalties must only be taxed in the country 
where the technological contributions are 
used. 
b) Nevertheless, it may be admitted that 
many aspects exist which would allow a 
practical approach in certain cases; e.g. 
treatment of containers. ' 

c) The alternative of reducing the appli- 
cable rates is workable Provided that: — It should not be a- general rule but 

special rules based on the qualification 
of the different needs of technological 
contributions in each country, and 

—— That the reduction of the rates should 
benefit the licensor — indirectly the 
licensee —— and not the foreign treasury. 
This may be done through the exemp— 
tion of this income in the resident 
country or applying the “tax sparing 
clause”. 
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WOLFE D. GOODMAN, QC. *: 

CANADA: THE EFFECT OF RECENT DEATH TAX LEGISLATION ON NONaCANADIANS’H‘ 
Most estate Planners are accustomed to 
meeting (and not always resolving) double 
taxation problems arising frOm the impo- 
sition of death taxes ‘both in the jurisdic- 
tion in which property of a decedent is 

situated and in the jurisdiction of the _de- 
cedent’s domicile or citizenship. However, 
since the beginning of 1972, seven Cana- 
dian provinces, N'ewfoundland, Prince Ed- 
Ward Island; Nova Scotia, New Brunswick, 
Manitoba, Saskatchewan and British Co- 
lumbia, have adopted a new type of ac- 
cessions tax which is levied on beneficiaries 
who are resident in the province and who 
inherit from any source pfioperty which is 
situated outside the province, a situation 
which Will greatly increase the possibility 
of double taxation. In many cases, bene- 
ficiaries resident in these Provinces will 
inherit Property which was oWned {by a 
US. decedent and the fact that these 
beneficiaries will be subject to provincial 
taxation in Canada on their inheritances 
will present many new problems. 
The pattern of death taxes in Canada at 
the end of 1971 was rather complex. In 
the four Atlantic Provinces and in Mani— 
toba, the federal government collected 
estate taxes on all estates at full rates but 
it remitted to the provincial government 
75% of these revenues, retaining only 
25% for itself. In Alberta and Saskatche- 
wan, the federal government also collected 
estate? taxes on all estates at full rates and 
remitted 75% of the revenues to the pro- 
vincial govergment, but the provincial go- 
vernment rebated to the estate the pro- 
vince’s entire share of these revenues if 
the decedent died dogniciled in the pro- 
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Vince or if he had resided there for three 
years. In British Columbia, the federal 
government collected estate taxes on all 

'estates, but at only 25% of the full rates, 
and the provincial government levied its 

dwn succession duties on estates and pro- 
perty in the province, under legislation 
Which was by no means’ identical to the 
federal Estate Tax Act. In Ontario and 
Quebec, the federal government collected 
estate taxes on all estates, but at only 50% 
of the full rates, and it remitted 50% of 
these revenues 'to the provincial govern- 
ment. Both these provincial goVemmen‘ts 
also levied their own succession duties 
under their own legislation. 
The federal government of Canada decided 
to abandon completely the field of estate 
and gift taxation at the end of 1971, a 
situation which required immediate decia 
sions to be made by those provinces which 
had shared estate tax revenues with the 
federal government. The Provincial go- 
vernments of .the‘ four Atlantic provinces 
and of Manitoba were not slow to indicate 
their desire to re-enter the succession duty 
field. Saskatchewan, which had a change 
of government since it had enacted its 

estate tax rebate legislation, moved in the 
same direction). Since these six provincial 
governments had not had any experienCe 

* Of Goodman and Carr, Barristers and Solid- 
tozs, Toronto, Canada. 

Paper submitted on February 2, 1973 at the 
Conference of the International Fiscal Association 
on the Canadian-USA tax treaty (New York 
City). '

. 
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for many years in imposing succession du~ 
ties and since they lacked experienced staff 
with which to administer the new legis- 
lation, the federal government offered 
technical assistance and agreed to administer 
their succession duty laws for a period of 
three years. Alberta decided not to impose 
either succession duties or gift taxes. It 
therefore remains a tax-haven, together 
with the Yukon Territory and North West 
Territories, While the nine other provinces 
impose succession duties at rather high 
rates. However, the government of Prince 
Edward Island recently announced its in~ 
tention of repealing its succession duty 
legislation retroactively -to January lst, 

1972. 
The basic structure of the new succession 
duty laws of the four-Atlantic provinces, 
Manitoba and Saskatchewan differs sub- 
stantially from that previously existing in 
Canada. This difference may have a 
marked effect on both Canadian estates 
and non-Canadian estates with Canadian- 
interests or beneficiaries. The reason for 
the change is directly related to the con~ 
stitutional limitations on the taxing powers 
of the provinces. Section 92(2) of Cana- 
da’s Constitution, The British North Ame- 
rica Act,‘ limits the provinces to “direct 
taxation within the province”. It is gene- 
:ally considered by constitutional lawyers 
“that an estate tax, which is imposed on an 
estate, but the burden of which falls on: 
the beneficiaries of theestate, "is an indi- 
rect tax and that it cannot be validly im- 
posed by a provincial government. 
In order to ensure that the taxes which they 
imposed W‘ere constitutionally valid, On- 
tario, Quebec and British Columbia, the 
three provinces which imposed succession 
duties af the end of 1971, used ‘a dual 
system of taxation. First, they taxed pro- 
perty situated in the province which passed 
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on the death of a decedent, whether the 
decedent died domiciled in or outside the 
province. Secondly, they taxed “transmis- 
sions within the province”, that is, the pas- 
sing of personal property situated outside 
the province from a, decedent who died 
domiciled in the Province to a beneficiary 
Who was either resident or domiciled in 
the province. There were two obvious gaps 
in the system of succession duties in these 
three provinces. First, real property situatgd 
outside the province was not taxed, even 
when it passed from a decedent who died 
domiciled in the province to a beneficiary 
who was resident or domiciled_in the pro- 
vince. Secondly, Where personal Property 
situated in Province A passed from a dece- 
dent who died domiciled in Province B to 
a beneficiary who was resident or domi- 
ciled in Province C, neither Province B, 
nor Province C, attempted to levy tax. 
The new system in the six provinces re- 

tains the first basis 'of taxation, on property 
situated in the province, although, for 
reasOns which I shall mention later, its 

importance has been considerably dimin- 
ished. The Second basis of taxation, how- 
ever, has been radically altered. Tax is now 
imposed on any beneficiary who is resident 
in the Province and W110“ inherits any pro— 
perty, real or personal, situated outside the 
province. By altering the tax basis in this 
manner, the two gaps mentioned above 
have now been closed. Foreign real pro- 
perty is now subject to tax and the fact 
that the decedent and the beneficiary are 
in different provinces is now irrelevant. In— 
deed, the domicile of the decedent is, in 
general, of no consequence for the purpose 
of determining liability for provincial suc- 
cession duty in the six provinces. 
Double taXation would, _of course, occur 
even among the Provinces of Canada, if 
one province were to tax on “the basis of 
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the situs’ of the decedent’s property in the 
province 'while another province taXed the 
beneficiary who was resident thelie. Four- 
steps have been taken by the‘six Provinces 
to eliminate such double taxation: 
(1) These Provinces have adopted, in a 
highly simplified form, one of the key 
principles of the O;E.C.D. Draft'Convené 
tion on Estates and Inheritance‘s, by agree; 
ing among themselves that whenever any 
property, other than real property, situated 
in one “cooperating province” is inherited 
by a beneficiary who is resident in another 
cooperating province, the province of situs 
of the Property will forego‘ taxation and 
only the province of the beneficiary’s resi- 
dence Will impose tax‘. For this purpose, 
each of the six has‘designated the other 
five as‘coqperating Provinces. 
(2) Wherever the. first principle does not 
apply, the province :of the beneficiary’s 
residence will grant a tax credit against the 
beneficiary’s tax liability equal to the lesser 
of' the tax levied .by the jurisdiction of 
situs of the property (whether within or 
outside Canada) and the tax levied by the 
province of .the beneficiary’s residence in 
respect of the, Same property. Credit is 
given both for US. federal and for state 
taxes. These tax credit provisions are u‘ni-. 
lateral and are not dependent upon reci- 
procalE concessions by the jurisdiction of 
situs. ' 

(3) There is a broad exemption for in; 
surance policies and perisiozis payable in.- 
respect of decedents who are nof domici’fed 
'in the province to beneficiaries who are 
outside the province. 
(4) In Prince Edward Island and New- 
foundland, where property of: a: deceased», 
other than. real property, is situated within 
the province 'but the deceased at the time 
of his death and the successor to such pro- 
perty are 'both resident and domiciled outm 

_WOLFE D. GOODMAN 
side Canada, the property is eXempt from 
duty. In Nova Scoti’a and New Brunswick, 
Saskatchewan and‘ Manitoba; this, exemp- 
tion is, even broader, in that it applies even 
if the decedent and the successor were 
resident and domiciled in another province 
of ‘. Canada. 
The impact of the new‘ tax System of the 
six c00perating provinces on non-Canadian 
,decedentS' who ‘own property situated in 
one of these proyinces has been Consider- 
‘abl'y reduced by the ‘Iastrmentioned exemp- 
tion, In- most cases, non-Canadian estates 
will have beneficiaries who are neither 
resident nor domiciled In Canada; in this 
event, only red pgo‘perty Situated in the 
province‘will- be subject t9 saccess‘ion duty 
and- it is to be héped ‘that U.S. foreign 
tax credits will eliminate any double taxfie 
tion problems in respect of such property. 
However, Where a nbn~Canadiarr estate has 
beneficiaries Who are resident in one of the 
six cooperating provinces, an entirely new 
tax has been imposed on ‘them in respect 
of their inheritance‘bf prOperty which is 
situated outside the province. ‘I‘f, fOr ex- 
ample, a decedeht dieS'domiciled in I’ll‘i- 

nois, leaving property-situated in Illinois 
and in New York to a daughter inuMani; 
toba, Manitoba will now l‘evydufy on the 
daughter. However, Manitoba will grant 
the daughter: 'a ‘tax credit equal to‘ the lesser 
.of the Manitoba duty and the; amount of 
the estate, death, inheritance or succession 
taxor duty payable on that property under 
the laws of the jurisdiction in which the 
property was situated at the time of the 
death of the decéased. That is, credit will 
be giVen ‘by Manitoba for both US; federal 
and Illinois taxes in respect of property 
situated in Illinois and for both US. fe- 
deral and New York taxes in respect of 
Property situated in New York. 
While this Credit will eliminate many 

' 
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double taxation problems, there are a num- 
ber of situations in which credit will not 
be- given under the new provincial legis- 

lation and in which serious double taxation 
can occur. For example, if .a decedend died 
domiciled in Illinois, leaving property 
situated in the United Kingdom to a be- 
neficiary resident in Manitoba, Manitoba 
would grant credit only for UK. taxes on 
such property and not for any US. federal 
or state taxes. If the property were situated 
in the Bahamas, which does not levy any 
death taxes, Manitoba would grant no 
credit at all, even though the United States 
and Illinois might both levy substantial 
taxes in respect of this property. The ratio— 
nale for denial of a tax credit is, that while 
the jurisdiction in which the property is 

situated is acknowledged to have a prior 
claim to tax the property, no such Priority 
is accorded to the jurisdiction of the de— 
cent’s-dornicile, as against the jurisdiction 
of the beneficiary’s residence. Whatever 
the justification, the double taxation pos- 
sibilities may be very serious. 
Double taxation can also occur if a juris- 
diction such as the United States imposes 
death taxes on the basis of citizenship 
without regard to domicile. If, for example, 
a U,S., citizen domiciled .in the Bahamas 
dies, owning, property both in the United 
States and the Bahamas, which is left to 
a beneficiary resident in Manitoba, Mani- 
toba will grant a credit only for US. fe- 
deral and state taxes imposed in respect of 
property situated in the United States and 
for the non-existent Bahamian taxes im- 
posed: in respect of property situated in the 
Bahamas; it will not grant any credit in 
respect of US. federal or state taxes on the 
Bahamian property. 
These double taxation problems are parti- 
cularly aggravated by the fact that when 
the federal government of Canada vacated 
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the death tax field, the U.S.-Canada Death 
Tax Convention became ineffective. While 
it is unlikely that similar conventions will 
be negotiated in the near future between 
the United States and the provinces of 
Canada, it is to be hoped that the govern- 
ments concerned will eventually realize the 
advisability of doing so. Some method will 
have to be found for avoiding double taxa- 
tion resulting from the differing rules re- 
lating to the situs of intangible property, 
particularly corporate shares. In addition, it 
may be possible to avoid conflict between 
taxation on the basis of the decedent’s 
domicile or citizenship and taxation on the 
basis of the beneficiary’s residence, by a 
system of mutual tax abatements similar to 
those provided in Article V. (2) of the 
U.S.-Canada Death Tax Convention. ‘ 

It should be noted that although Canada 
does not impose death taxes on the basis 
of citizenship, the accessions basis of taxa- 
tion now adapted by seven provinces can 
be a very effective weapon against avoidan- 
ce of duty by a wealthy individual who 
leaves Canada and establishes his domicile 
in some tax-haven jurisdiction. Even if 

such an individual transfers all his Cana- 
dian property to a holding company incor- 
porated in a tax-haven jurisdiction, so that 
his property then consists of securities of 
this cempany, which are not regarded as 

Property situated in Canada, if he leaves 
his property to beneficiaries who are resi- 
dent in one of these provinces, they will 
still be subject to succession duty oh his 
death. 

British Columbia had- its own succession 
duty legislation in 1971 which it continues 
t_o administer. This province has a long 
history of “going it alone” in the succes- 
sion duty field, without regard to possible‘ 
double taxation of estates. For example; 
Section 2 (2) (k) of its Succession Duty 
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Act, enacted in‘ 1967, is unique ‘in its~ 

imposition of succession duty on corpora- 
‘tions which own property situated in 
British‘Columbig, in respect of the trans- 
inis'fi‘on of securiticslof ,such corporations 
by reaSon of‘ the death of a decedént, even 
if the decedent and the beneficiary are both 
outside the province and even if the _cor- 
.poration has no connection with the pro- 
‘vince apart from the ownership: .of pro; 
petty: there. British Columbia has now ‘ 

again demonstrated its fiscal independence 
By adding Section 6A to its ‘Sficces’sibn' 
Duty Act: (Statutes of British Cgilumbia, 
1972‘, Chapter'l5‘9, SéCtiOfl 14). 'S’eCtibn 6A 
‘impOSes {fifty on all beneficiaries who age 
resident ig British Columbia and who in- 
herit property situated outsidethéprovincp. 
While this accessions tax is expréssed in 
terms which are very similar to those used 
by the other six provinces mentioned above, 
it may gperate quite dififerentLy. ’ 

First," Sec. 9, which: taxes transmissiOnS, 
his nqt beeg pepeal‘ed, though» there‘ is an 
obvious overlapping. Allvrtransmissionsmust 
necessarily ‘also be taXable under Section 
6A, although the converse is not neces- 

‘
1 
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sari'ly ‘true. It is Even posSib‘le; although uri- 
likely, that a beneficiary ‘who‘js resident it} 
British Columbia might be subject to tax 
under both sections, sincc there is_no in- 
dicatgon the: legislation lathgt liability 
under Section 9 will preclude liability‘un- 
der Section 6A. 
Secondly, while the 1972 amendments to 
the British Columbia Succession Duty Act 
contain new and"'s'om‘ewhat broader fax 
‘crédit provisions, credit is st'i‘li to be gi_'ven 
only for taxes levied by jurisdictions which 
are; prescribed by‘ ragula't'ion, with the re- 

sult that gredit will most probablygstill not 
be given for taxes Paid to a‘ rionICanadian 
juris'dicf'ipn‘ in respect bf prdfigfiysituated 
there. The; igtroductiog of: Sett'ionn 6A 
makes this Particularly serious. «For e'x- 

ample, if a decedent dies domiciled in 
Illingjs, leaving to his‘ daugtiher, ‘who is 
resident in British Columbia, property 

,‘whiigh is sitfiated in IIlirigis and New York, 
serious déuble itakationi .will be ingvitable, 
since Bgit’ish Columbia will prpbablyjnot 
grant :credit for U'.S., federal,‘;Illif10is or 
New York taxes on the property inherited 
by the British Columbia beneficiary. 
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m Prentice-Hall— 
An indispensable aid for American businessmen, investors and Corporations engaged in 
or planning foreign operations and for those in fergign countries planning or doing 
business in the United States —- \ 

TAX TREATIES 
This definitive guide is indispensable for any businessman or corporation that sells, 
buys, manufactures, or invests in the United States — as wel as for any American 
businessman. or corporation that does business in foreign countries. It tells you: 

* How and where to handle your investments while eliminating the chance of double 
taxation. 

* How much‘ of your'investment income will be protected by tax treaty. exemptions. 
* How much business Americans can carry on in a foreign country and'vice versa 

withOut becoming taxable as a “permanent establishment.” ' 

* How to protect your employees who are ten'1p0rari1y at work abroad from a double 
'tax burden.

' 

IN TAX TREATIES, you’ll also find: 
1._ The full official text of every existing treaty, supplementary'treaty, or protocol 

relating to income taxes and estate and gift taxes between the United States and 
each of its tax-treaty qountri'es, including model treaties showing the latest ‘trends. . 

2. Annotated editorial text arranged in a Uniform Paragraph Plan . . . makes for easy 
direct comparison of provisions of one tax treaty country with another . . . permits 
a single unified index which works hand in hand with this unique setup. You’ll 
make sure, speedy decisions at the flip of a wrist. . 

3. Official reports on each treaty giving ydu the background behind the provisions; 
why particular treaty articles were included; and What each provision means to 
you. 

4. A Special Finding List at the beginning of the editorial summary for each country 
. . . speeds you quickly to explanatory and official material that affects you. 

5. Mopthly REPORT BULLETINS, analyzing the latest treaties, decisions and ru- 
lings, keep you right on top of today’s fast-breaking tax treaty developments . . , 

(plus Current Matter containing the most recent US. .court decisions and IRS 
rulings giving you the latest judicial and official word on tax treaties.) 

In today’s constantly expanding international commerce, expert tax-managing or tax- 
counseling of business activities between the United States and each of its treaty coun- 
tries is a must —— so keep up to date with Prentice-Hall’s TAX TREATIES. 
To order a one-year introductory subscription to this unique publication at the low rate 
of only $ 78, address Department S-TT-103. 

PRENTICE—HALL, INC. 
Englewood Cliffs, New Jefsey 07632 

U.S.A. 
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‘USHA JAIN *: 

INDIA: A REVIEW OF WEALTH TAX 
On the recomméndation of Prof. N. Kal- 
dor 1 the Wealth-Tax was introduced in 
India for .the first time in 1957.2 The 
Wealth-Tax Act 1957 imposes a tax on the 
net wealth of the assessee. Net wealth is 
the amount by Which the aggregate value 
«of all assets belonging to tax Payer and 
assets which are required to be included in 
his wealth is in excess of the aggregate 
value of all the debts owned by him as on 
the valuation date. The assets held by the 
wife or minor children are also included 
provided they were transferred by him 
without adequate consideratidn. However, 
assets transferred before April 1, 1956, 
are not included. It appears that there is no 
justification for such a discrimination. This 
anomaly should be removed. 

WHY TAXATION OF WEALTH? 
Taxation of wealth is justified on several 
grounds. From the equity point of View, 
'We find‘ that income taken by itself is not 
an adequateyardstick of taxable capacity 
because “the oWnership of property in the 
form of disposable assets endows the prop- 
erty owner with a taXable capacity as such, 
quite_apart from the money income which 
that property yields.” 3 If two persons 
have identical incomes but one has consid- 
erable accumulation of wealth he enjoys 
several advantages. Accumulation of 
wealth is a source of satisfaction in itself 
because wealth is a symbol of status and 
Prestige in society. The man possessing 
wealth can maintain his level of living in 
case his income ceases and he is also not 
under compulsion to save. From the point 
of view of economic effects a great advan- 
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tage in taxing wealth is that such a; tax is 
neutral between all types of employment 
of capital and thus mitigates to some ex- 
tent the évil effects of income tax which 
discriminates against the risky employment 
of capital. From the administrative point 
of view also this tax, together with in- 
come tax, is likely to check avoidance and 
evasion of income tax. 
The question of imposition of an annual 
tax on wealth was examined by the Tax- 
ation Enquiry Commission which felt that 
“Theoretically, there is‘ something to be 
said for an annual tax on total wedlth at a 
low rate (454 complement to the income 
tax (and estate duties). Such a scheme 
would have much to commend itself, as a 
better balance in the incidence of taxation 
among individuals wOuld be secured by 
it than through taxation of income alone, 

‘ 

particularly in View of the evasion in in- 
come tax The information collected 
regarding assets and liabilities of individ- 
uals would also be of material use as a 
check on the accuracy of income, inherit- 
ance and gifts reported by taxpayers.” 4 
The Commission, however, did not favour 
the imposition of the tax because of the 
practical administrative difficulties that 
would be involved» in valuing the capital 
assets. 

* Research scholar. Department of Economics, 
Banaras Hindu University, Varanasi-S, India. 
1. Indian Tax Reform, Report of a Suryey, 
1956, pp. 19—-28. 
2. This tax Was levied in Ceylon in 1959 and 
in' Pakistan in 1963. Japan adopted this tax ‘in 

1950 but rgpealed it in 195.3. 
3., N. Kaldor, 017. £23., p. 20. 
4. Report of the Taxation Enquiry Commission, 
1953-54, Vol. 1, p. 163. 
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DEVELOPMENTS IN WEALTH-TAX. 
When the tax was initially introduced in 
1957/58 an exemption limit of Rs. 2 
lakhs 5 was prescribed for individuals and 
Rs. 4 lakhs for the Hindu Undiv‘ided Fam- 
ilies. The tax was levied on gradudted ba- 
sis, and the maximum rate of wealth tax 
of 11/2 percent was attracted on the net 
wealth exceeding Rs. 22 ‘lakhs for individ- 
uals and Rs. 23 lakhs for Hindu Undivid-y 
ed families. The wealth tax was also levied 
on companies at the rate of 1/2 percent on 
the net wealth exceeding Rs. 5 lakhs. How- 
ever, corporations Were accorded special 
treatment f0: losses and low profit margin 
and a limited form of relief from double 
taxation Was granted to shareholders. If a 
company incurred a net loss in any year 
and did not declare any dividlend on equity 
capital in respect of that year, it Was ex- 
empt from the tax. The value of shares 
held by a company in another company 
'was not subject to tax. The portion of the 
net wealth which was employed by a com- 
pany‘ iii a new and a separate unit after 
the commencement of the wealth tax — 
Act was also exempt. Further, In case 'the 
profits of a company in any year Were less 
than the amount of the tax payable by it, 
its liabilitywas limited to the amount of 
such profit. Certain types of companies 
were altogether exempted from the wealth- 
tax. 6 The Wealth tax on companies was, 
however, abolished with effect from the 
financial year 1960-61 following the re- 

forms in company taxation in 1959-60. 
From the assessment year 1959-60 the rates 
of wealth tax were increased by Per- 
cent in each slab. The Finance (N0; 2) 
Act, 1962 abolished the exemption avail~ 
able in respect‘of' shares “held in new'in- 
dustrial companies and rearranged the 
wealth tax slabs. The rates of tax on the 
two highest slabs were increased from 1.5 
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percent and 2 percent to 1.75 Percent and 
2.5 percent respectively. 
The Finance Act 1964 reduced the ex- 
emption limit to Rs. 1 lakhs in the case of 
individuals and Rs. 2 lakhs in the case of 
Hindu undivided families. The slabs were 
rearranged and an initial wealth tax rate 
of 0.5 percent was introduced for the 
wealth up to Rs. 5 lakhs. The exemption 
in respect of a residential house situated in 
a place with a population below 10,000 
was limited to a value of Rs. 1 lakhs by 
the Act. . 

The Finance Act 1965, left the rate sched- 
ule undisturbed but introduced him im- 
portant changes in the Wealth tax Act. One 
of them wasrintended to revive and en- 
courage capital market in the private sector 
and the other to divert investments from 
speculative projects to projects having bet- 
ter claims for national development. The 
exemption from wealth tax in respect of 
investmgnts in new equity shares was re- 
vived. This exemption was available in 
respect of capital which formed part of the 
initial issue of equity capital made by the 
company after February 28, 1965 and was 
available for five successive assessment 
years. As a measure of disincentive to dis- 
courage “excessive investment in urban. 
property which has been rising rapidly in 
value due to variety of reasons”, an addi- 
tional wealth. tax was imposed on a gradu- 
ated basis on the value of lands and build- 
ings and rights therein situated in areas with 
a population exceeding 1 lakh. Different 
exemption limits were prescribed for areas, 
having different population. The initial 

exemption was Rs. 2 lakhs where the prop- 
erty was situated in an area having a popu- 

5. Rs. 1 lakh = 100,000 Rs. 
6. These companies included new industrial 
undertakings, banking companies, insurance com- 
panies, shipping companies, etc. 
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lation upto‘ 4 Iakhs, Rs. 3 lakhs Where the 
population was above 4 l'akhs but 'less‘ than 
8 lakhs, Rs. 4 Iakh‘s Where the pepulation 
wasmabo've '8 lakhst but less than 16 lakhs 
and Rs. 5 lakhs where the population '6}:- 
Cee’ded 16 1akhs.'The rates of tax were on 
progressive basis and the-highest rate .of 
4 percent was attracted on the value of 
property exceedihg Rs. 17 lakhsiin: excess 
over the" exemption limit prescribed. HOW~ 
ev'er; lands and buildings belonging to an 
individual or Hindu undivided family and 
used? for the purposeswof hisor its business 
or" proféssion‘w‘ere excluded from the levy 
of the additional wealth tax. Bram the 
financial‘year 1967-68, the rates of wealth 
tax came to be prescribed on a FraspectiVe 
basis as against the retrospective basis as 
applied formerly. In the financial year 
11968-691116 rate 'of' tax was, rearranged 
‘over' Rs; 10 lakhs by, half percent; The 
initial wealth tax rate of 21/2 .pegcentxwas 
introduced on- wealth between Rs, 10 lakhs 
and Rs. 20 lakhs and 3 percent: on wealth 
.above'Rs.: 20‘ lakhs. 

A.new future of the 1969-70 Buaget 
was the retonnaisSance mission 'to the 
rural economy through. bringing in of 
agricultural wealth ~si1<';h as agficuiltural 
lands and buifdings in the purview of 
Wealth tax. The Fifiancé Minister Mr. De? 
sad in his Budggt speegh Said, "‘I propose 
to provide in the Wealth Tax Act for the 

, levy of wealth tax on the value of agri, 
cultural: land, including, buildings, situated 
on or in the immediate. vicinity of such 
l’and‘.‘ Standing crops? tools, implements 
and equipment such as txaétors Will, how- 

_ 

ever,,be exempt._ Agricultfiral‘» wealth will 
be added- to other Wealth for the purp0ses 

‘ of the tax at the existing rates with effecf 
ffom the assessment yégr 1.9707731."’I‘7 The 
exemption limitcfor agricultural wealth was 

‘ kept ht Rs." 150,000; In-ordér. .that “the 
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objective of arrceiling on: urban property is 
achieved; at least in part, Within. the frame: 
work of the powers already available to t-hé 
Cehtre,” 8‘ the rates: of _:addit5ional wealth 
tax on- urban lands and buildings Werejins 
creased-Lon; certain slabs. A tax of 5 percent 
on the “valué of urban' lands and“ buildings 
in excess of Rs. 5‘ lakhs and ,at the gratesof 
7 Percent on the value in‘ excess of 'Rs. 1‘0 

1akhs,wa‘$‘ levied; The exemption on the 
basis ,of' 

’ 

differences in Population was 
abolished and the, definitio‘n of the term 
‘unbatr area’ was extended to cover areas 
within thé‘limits of any municipality or 
other similar authority; having a Popula- 
tion of 10,000 ‘or.m0re; with powers tow 
coverby notification. :areasrupto 8 kilo- 
metres: Outside “such limits. The monetary 
limit of Rs. 1 lakh in respect of a resident- 
ialx‘hous'e was how made available irrespect- 
ive of the location of the residential house; 
EXernption was also much available in 
respect of the vinvesttnents in Specified fi': 

nancial assets 9 upto an aggregate value of 
Rs; 1:5 lakhs. . ‘

' 

The Finance Act, 1971: has made cettain‘ 
changes with respect to the exemption 
limit: and the rates of wealth-:tax. Although 

7.. Finagzge Mifliitejr’x Budget Speech; 1969770. 
8. Finanie‘MIiizislef: Budget Spgecb,” 1970-71”. 
9. These assets include Government secfiritieg" 
of the Central ‘Gove;nment,. fixed deposits with 
the‘ Centxal Goyemmentno; Postpffices, shares 
in Indian Companies, Unité the Unit Trust of 
India, aéposits With banking COmpagies etc‘fi 

the Finance Act, 1971 this list: has been enlarged 
to inchide shares a cooperative society- and 
deposits made by ha- member of a xgo-Qpegative 
society with' the society. By the. Finance Act, 
1972 this 'list has further been enlarged so a‘S'tO 
include the ’val’u‘e of aSSets forming part of one 
industxial- ‘undextaking belonging to the ass‘esse'e, 
as also ,the value .of his interest in the assets 
fogming part of an industrial undertaking be: 
longing top, firm or 'ah ass‘odat‘ibn of. persons Of 
which the taxpayer? ‘is‘ a paitt'n‘e; Or a member; 
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the exemption limit continues to be Rs. 1 
lakh in the case of individuals, and Rs. 2 
lakhs in the case of Hindu undivided 
families, such exemption is now available 
only where the net wealth is below this 
exemption limit. No exemption is' avail- 
able if the net wealth exceeds this limit 
even“ by a fraction. However, some margin- 
a'l relief has been provided if the net 
wealth exceeds the exemption limit by a 
small margin. In such a case, the wealth 
tax payable-is lower of: (a) tax- at the~ rate 
of 1% on the amount of the net wealth; 
or (b) an amount equal ‘to 10% of the 
amount by which the net wealth exceeds 
the exemption limit? The rate of wealth 
tax has also been incgeased drastically ‘to 

8- percent on the net wealth in the slab 
"over Rs.. 15 lakhs, as against 4 percént in 
the slab of Rs. 15 *lakhs to, Rs. 20 lakhs 
and.5 percent on net wealth over Rs; 20 
lakhS‘ formerly. The exemption in respect 
o£ one residential house upto a maximum 
value of Rs. 1 lakh has been liberalized ‘to 
include cases Where the house is hot used 
by the assessee for ‘his own residence‘but 
is ‘let out on rent. :1 

The “wealth tax is today levied’ofi" the net 
wealth of the individuals and the Hindu 
undivided families.. However, certain debts 
such as d‘ebts located outside ‘India,’ debts 
secured on or incurred In ‘relat'ion‘to ex- 
empted assets and tax, penalty or interest 
payable under the Income-tax Act, Gift 
Iax Act‘ etc., are not deducted whilé aré 
riving at the net wealth. 
Assets‘ fOr wealth tax purpoées include 
property of'every description movable or 
immovable. But certain assets such as agri; 
cultural land and growing crops, ,grass or 
standing trees on s_uch lands' upto Rs. 
150,000; animals; rights 'to annuities which 
are not» commutablé, intérest in property 
in certain cases have been specifically ex- 
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cluded». ‘ 

The, Act grants exemption in respect of 
some assets. Important .émong these are; 
(i), Any property held under charitable or 
religious trust; (ii) The share in the copar- 
cenary. property of any" Hindu undivided 
family; (iii). Any one ,house: belonging to 
the assessee; (iv) Rights under any patent 
or copyright; (v) Furniture, A household 
utensils, wearing apparel, provisions and 
other articles. intended f0: personal or 
household use of the assessee; 10 (vi) 
Tools and implements: used for raising 
agricultural Produce and.scientific research; 
(vii) Tools and instruments for carrying on 
profession, a vocation 'u’ptou Rs." 20,000 in 
value; (viii), Drawings, paintings, prints 
and any other heirloom, not intended for 
sale; (ix) Certain types of deposits; (x) 
Amounts standingtoithe credit of a pro- 
vident fund; (xi) Rights under any patent 
or copyright or the right :to re'ceive a pen3 
sion‘ in any policy of insurance, Where 
policy. money is not yet due; and (xii) 
shares in new industrialundertaking fOr 
five successive assegsment years 
A reduction 6f 50%._o_f the tax éttributable‘ 
t6 foreigh pet wealth is granted to citizehs 
arid Hihdu undivided families who ‘are- 
o'rdigiarily [resident The tax on the total 
net wealth, domestic and fqreigh,‘ is. com- 
puted at the 'covérage rate, and then reduced- 
by ad amount which begré thelsame propor- 

10. Although'exemptioh in réSpect' of jewellery 
was withdrawn from April 1963,» subject to, a 
maximum of Rs. 25,000 in value; th§ interpre- 
tation given to the expression 2other articles in- 
tended for the personal or houSehold use of the 
assessee’ by thé- Supreme Court in the case' of 
C.I.T; Vs. Mrs. Arwidbati Balérixbna, so as ‘to 
include jewellery- within this tgm, led to com- 
plete exemption of personal jewellery from the 
purview of wealth tax. Trherefqre,‘ the‘ Finance 
Act, 1971 has s’p‘ecifi‘cally includéd' jewellery in 
this net wealth of the assess‘ee.

' 
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tion :to- it as 50 percent of the foreign ne't 
Wealth bears to the total net wealth. 
Sincé its introduction in‘ 1957/58 the num- 
be}: of wealth fax asses'sees has continuously 
shdwn an upward trend. It is clear from 
table 1 that whereas the total‘ humber‘ of 
wealth tax assessees on the ‘Géneral Index 
Register of the Income tax department 
stood at 28,270, on! March‘Sl; I961,'it in; 
Creased‘ -toi 175255-011 ~March 31‘, 1971, or 
about six times in 10 Years. Together with 
the“ increase in ithe number of wealth-tax 
asséssees,’ the revenue collected from wealth 
tax‘ has broadly shown an upward trend 
which is clear frOm table 2; A compariSon 
of‘t‘able 1 and 2 reveals that Where as the 
number of Wealth-tax payers has grown 
about six .times between 1961 and 1971, 
the yield ffom wealth tax has only doubled, 
inspite of the fact that the Wealth. tax 
rates! have been made more Progressive. 

‘ 

The result has been that the proportibnate 
” 

share :of wealthy tax in total direct taxes 
reizenu‘e of the Union Government has 
gone down. Tablé 2 shOws that Where as 
the share .of wealth tax in total direct taxes 
reVenue stood at 3 percent in 1957/58, it 

went doWn to- 1.7‘ percent in 1970-71. It 
is only for the 'last two. years that this 
proportionate share has increased. This 
may be attributed partly to the levy of 
wealth tax on agricultural land; reduction 
in the exemption limit and an increase‘vin 
the tax rates. 
The‘reé'sons for the 10W revenué“ product: 
ivity of wealth tax may be attributed to the 
slow disposal of wealth tax CaSes and con; 
séquently to increasing arrears of asseSs- 
ments, arrears of collection and avoidance 
of wealth tax. Although the dispOsaI of 
wealth tax cases has continuously Shown 
an upward 'trergd during the past teh‘ year's, 
the 'agrears of 'assessment have also in- 
creased (Table 3). Table 3. shows that the 
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number :of arxear's of wealth fax assess- 
ments stood at 15,499 in 1961-62 which 
increased to 54,067 in 1965-66 and“ :to 

161,343 in 1970-71.,Out of these 161,543 
pending. cases there are 9,241 cases which 
relate to 1965—66, and‘ earlier yeags (Table 
4). Table 4 gives a clear indication that 
'the wealth tax assessments are not com- 
pleted for a number of years and this dc: 
lays the realisation of wealth-tax revenue. 
This table .also, shows that an amount of 
Rs, 14.25 ‘crorueys Was involved in 161,343

' 

cases. Thevlow yield from wealth tax ,is 

also due‘ :to .the factrthat even, after the 
assessments are completed and wealth- tax 
demand is raised, the amount is not .real- 
ised and~ arrears of collection ggeon in- 
creasing. Arrears of collectionstood at Rs. 
12.01 crores in 68,173 cases at the end of 
1970-71'which is clear from table 5. Out 
of these Rs._ 12.01‘ crores, there is an 
amount of Rs. 1.42 crates which represents 
the demand for 1965766 and earlier years; 
Avoidancg of wealth-tax through a mum, 
be: of devices has also reduced the yield 
of the wealth .tax. It is truethatdause (V) 
of sub-section (i) of section (64) 913 the 
Income tax Apt 1961 has been integptet— 
ated to mean that the income of the other 
person can be dubbed with the income of 
the individual ‘iy if it ariscs from aSSCts 
transferred dizectly’, 11 In vi¢w of this in- 
tepprcjtation of the ,said :clause, People have 
resorted‘ to indirect transfers of assets, 
avoiding ‘thezeby wealth tax liability: Prior 
to the amendments madg in the wealth tax 
Act 1957 by the Finance Act 1970 people 
have thrown their self acquired pfioperty 
into the common hotchpot of thé Hindu 
uhdivided‘-family and thus have avoided 
the g1::2tymentflof wealth tax. A ‘numbér of 

11. Comgizixxianer “of‘Iiztomé-tax Vs. Framii. H. 
Commii:4?iat a (1967) 64 ILT.R. 588. 
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transfers “of ‘properties have also been 
made by parénts-ih-law Or paternal grand- 
.parénts directly or indirectly, otherwise 
than for adequate considerations, to' the 
daughtersLin-Iaw or minor grand children, 
aé the casem'ay' be'for their immediate Or 
deferred béne‘fits. 
Avoidance of wealth tax has also been 
practiced through. the medium of limited 
companies. “The exemptioh of' companies 
from the levy of “the wealth' tax‘ has’ led 
Bersdns‘, tb ‘buy of cons'truct immovable 
prppertiés through the medium of closely 
held companies. The attraciion for having 
immovable properties ‘in’ the name of such 
c'dmpanics is all the more in bigger cities, 
not only. beCause the§e properties 'fetch 
substantial intome due 3to scarcity of ac; 

commodation but also because tileSe_ ecape 
proper wealth-tax liability.” 12 There has 
aIéo been considerableunder-valuation of 
bpertiés. Although éertain rules have 
been laid dawn and“thére are some gbvefni, 
merit approved valuers, yet it is a Commbn 
kfiOWIeiige-"fhat properties an: consider- 
ably finder valued", specially the big 
citiesiln a test cheék duririg 1970-71, the 
Audit found" that there was incorrect y’al- 
igétion of‘ property in 511‘ cas¢s'and‘ there 
was 'a'shgirt levy of Wealth tax of BS. .626 
lékhs in these caées. 13_ The absenCe of 
proper'valuat'ion machinery in the Income- 
Ta2>Départment also helps _i'n utilization 
of; unaccounted money 'in' ihVestmegnté. 

Pfopert’ies have also beefihdd' in Eekahzi 
names to Kevadei'he paymeht of wealth-tax. 
This tendency'of avoidance and evasion of 
wealth tax needs to be curbed to the maxi- 

if the Wealth tax 'is to be Prpductivg 
in revchue and the objective of the_equality 
of income and wealth ishto be achieved. 
A number of steps have recently been 
paken to check avoidance aqd- cavgsion of 
wealth-tax. Undeg: the Finance Act 1968 
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the 'scale of penalty foruconcealment of 
wealth was increased from a minimum of 
20 Percent ofv'th'e tax to 100. percent of the 
concealed wealth and a maximum of twice 
that ‘amounta’In order to check the tenden- 
cy of 'conv‘erting separate property into‘the 
Hindu undivided family property, the 
Finance Act 1971 has provided that in a

' 

caSe' where an individual converts a sepa- 
rate propczty_into a_ joint family property 
of a Hindu- undivided family'o'f which: he 
is a member, the share of the individual, 
his spouse ‘or minor children‘(other~than 
married daughters) will‘be included in the 
net'wealth 6f the individual; The athend- 
ment further Provides that -‘ ‘in the event 
of‘ a. partial or total partition in the Hindu 
undivided family, the shares ‘allotted; to 
the Spouse or minor cbz'ldr'en in the con- 
verted property will’also be similarly in- 

cluded in~the net wealth of the individu- 
al.” 1'4 Howevef, therezappeats to be -no 
reason- why thesham of.we_a1t_hs from such ' 

transferred assets attributable to_ the major 
sons is not iricluded' in their Wealth as such 
share does not form a part of the major 
s'ons‘ wealth and, thus escapes taxation. 
Furthelrs this~.a'mendment, does not apply in 
the case of transfer of properties to wife 
Or minor. children out of’ the Hindu un- 
divided family‘ Pfope;ti'es.-It is desirable 
that the legislation should be passed in‘ this 
sphere-also; 'v - ' 

'
- 

It is a common knowledge 'that- large sums 
of unaccounted money are. inVested in the 
cdnstruétidh: and acquisition of immqvable 

12. Direbt Taxes Enéuiry Canimittee Final Re. 
port,‘197i; p. 851‘ _ 

' '
' 

13L Re’po‘it 'v'of ibe Corizptrollei ‘aml’ Auditbr 
General; pf India} 1970-71; Union Government 
(Civil), Revégnue cceipts; p. 74. ‘ 

V4 

14. C.B.D.T., Ministry [of AFinz‘mcle, Explanatory 
Note: oh The: m':ian:_ Relazing to Dirac; 
qe: in‘ Btidg‘et for.1_97.1-7"2 alqd ‘Finanée No. 
(2‘) Act;1971,"p.-49: ‘ w " 
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properties. To tackle this problem the de- 
termination of the correct cost of land, ex- 
penses on the construction of the property, 
and the real price at which ,the transfer of 
property is effected, is necessary. To do 
this the Central Board of Direct Taxes 
should have the assistance of expert val- 
uers and the government should have an 
option to purchase the Property at de- 
clared value. 1‘5, It is a happy augury that 
the Taxation laws (Amendment) Act 
1972, with effect from November 15, 
1972, provides that any immovable Prop- 
erty, including agricultural land (Whose 
fair market value exceeds Rs. 25,000) 
which is transferred on or after the date 
will be liable to acquisition by the Central 
Government if its fair market value ex- 
ceeds the consideration declared in the 
transfer deed by more than 15 percent. 16 
The amendment further provides that “no 
person will hereafter be entitled to insti- 
tute any suit claiming ownership of any 
property held by him benami unless he 
discloses the income from the property or 
the property itself for purposes of income 
tax and wealth tax or gives notice of his 
claim to the property to the income tax 
authorities.” 17 The Finance Act 1972 has 
also empowered the Central Government 
to enter into agreement with the govern- 
ment of a foreign country for enabling 
the exchange of information for the pre- 
vention of evasion or avoidance of wealth- 
tax and for recovery of such tax in the 
treaty countries. This is a step in the right 
direction. 

Finally, it is very much desired the Val- 
uation Cell of the Income Tax Department 
should be considerably strengthened by the 
appointment of more Executive Engineers,- 
Appraisers and Overseers. At present there' 
are only 8 Executive Engineers, 2 Ap- 
praisers and 16 Overseers in these valua-fi3 

~~ 
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tion Cell. Their number should be con- 
siderably increased. 

TABLE 1 3 

Number of Wealth-tax Asseueex
_ 

_ 

I 

Year 
7 

Number of Amneex 
As on 3151: March 1961 28,270 
,, ,, ,, ,, 1962 30,827 
:1 a: n .n 1963 31,779 
,, ,, ,, ,, 1964 32,876 
a: a: :2 n

_ 

n n u n 
n i, n n 
,, ,, ,, ,, 1968 94,511 
,, ,, ,, ,, 1969 105,925 
” ” ” ” 1270 138,635 
,, ,, ,, V 

19.71 
7 

175,255 

- 

I 

' TABLE .2‘ 
V Net Collgcliom from Wealth-Tax (1)

_ 

1 
‘ 

A 
2 

A 
5 4

> 

Year Wealtfi-Tax Total Direct Zas 
‘ 

(in Crores (2) Taxes (in percen- 
of Rupees) crores of tage of 

- Rupees 3 

1957-58 7.04 229.18 
' 

3.0 
1958-59. : 

9.66 240.32 4.0 
1959-60,‘ 12.11 272.02 4.5 " 

1960-61 8.15 , 291.08 2.8 
1961-62 8.26 ' 356.16 2.5 
1962-63 

, 
9.54 422.11 2.5 

1963-64 10.50 549.28 2.0 
1964-65 10.52 599.18 1.7 
1965-66 12.06 598.05 2.0' 

1966-67 10.73 656.25 - 1.7 
1967-68 10.67 653.53 1.6 
1:968-69. 11.18 692.55 1.6 
1969-70 15.55 811.45 

. 
1.9 

1970-71 15.00 869.00 
I 

1.7 
1971-72 (RE) 30.00 1,026.00 2,9 
1972-73 (BE) 43.00 1,113.00 

V 
3.8 

Source: 
(1) Sources: Report on Direct Taxes 1969-1970 
and Report on Currenqr and Finance, 1971-1972. 
(2»):Rs. one crore = 100 lakhs or 10 million 
Rs. - 

15. Anil Kumar Jain, The Problem of Income- 
Tax Evasion in India, Bulletin for International 
Fiscal Documentation, July 1972, p. 290. 
16. Reported in The Time: of India, Nov. 15, 
1972. 

_ 
17. Ibid. 
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TABLE 3 

V 

Aueument: - 

Workload and Dispaml-Wealtb-Tax 
Yeat_ _Workloac1 Disppsal 

V 

Arrears 
1961-62 ~ 52,156 36,657 15,499 
1962-63" 55,403 39,535 15,870 
1965-64 56,662 38,105 18,557 
1964-65 95,196 

7 
63,068 32,128 

1965-66 134,800 80,733 54,067 
1966-67 161,927 87,695 74,232 
1967-68 185,148 92,764 92,384 
1968-69 226,540 105,874 120,666 
1969-70 

I 
321,444 186,206 135,240 

1970-71 360,569 
‘ 

199,226 161,343 

TABLE 4 
Year-wise Break-up of Arrears of Wealth-Tax 
Aueumenz: pending ion Mart/J 31, 1971. 
Year Number of Approximate 

assessments amount of tax 
pending involved (in 
’ 

cores of Rupees) 
1965-66 and. 

‘

‘ 

earlier years 9,241 1.35 
1966-67 8,787 0.71 
1967-68 

' 

12,341 1.10 
1968-69 20,300 1.74. 
1969-70 34,402 2.75 
1970-71 

5 

76,272 6.60 
- 161,345 14.25 

TABLE 5 
Year-wise Break-up of Arrear: of Weak/Max 

Demmzd onv Marc/1 31, 1971.

~ 
Year Amount (in crores Number 

- of Rupees) of cases 
1965-66 and" 
earlier years 1.42 3,777 
1966-67 0.44 ‘ 2,523 
1967-68 ' 0.69 3,852 
1968-69. 0.91 5,675 
1969;70 “ 2.71 15,428 
1979-71 5.84 36,913 
' 

' - 

' 

- 12.01 68,173 
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ARTICLES * 4 

FISCAL MEASURES TO CREATE EMPLOYMENT: THE INDONESIAN CASE 
ALAN PEACOCK AND G. K. SHAW *: 

I. INTRODUCTION 

n Previous studies the authors deVeloped 
n analytical framework which sought to 
offer guidance on the fiscal measures which 
would be most appropriate to use in trying 
to raise employment levels in developing 
countries experiencing rapid rates of popu— 
lation growth, but bedevill‘ed by a low 
level and rate of capital formation. The 
authors recently'had the opportunity 1 to 
review the applic'ability of their proposals 
‘0‘ Indonesia, 21 Country in which it is ge- 
lera'l‘ly agreed that the unemployment pro- 
olem is acute and is likely to worsen in the 
Ibsence of positive measures by govern- 
nent. 
he background to the Indonesian em- 

)loyment problem is sketched out in II 
aelow. Section III considers the relation 
>etween the present system of Public fi- 

lance in Indonésia and employment crea- 
ion, and this is followed in section IV 
3y an examination of possible ways of 
Ldapting the system. Section V suggests 
‘OW one might fashion-a strategy for fis~ 
al-oriented employment policy and some 
oncluding remarks are devoted to a brief 
éview of the relative merits of fiscal as 
gainst other policy measures devoted to 
he same end. 

~~~ 

~ 

~ 

~ 

~ 

~ 

~~ 

~~~ 

~ 

~

~ 

~~~ 

~ 

~ 

~

~ 

~~~~ 

~~ 

~ 
~
~ 

~~~ 

~~~ 

I. THE BACKGROUND 

he population of Indonesia is approxi- 
ately 125 million (1973) and is currently 
stimated to be expanding at an annual 
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rate of- 2.8%. The net addition to the 
labor forcie is shortly expected to reach‘ al~ 
most two miHion annually. As in many 
developing countries, rapid expansion in 
the labor force is likely to be accompanied 
by migration from rural to urban areas, for 
the sizable wage differential which exists 
between rural and urban areas provides 
the rationale for such migration despite 
the existence of substantial open urban un- 
employment. 2 A special feature of the 
Indonesian situation is that the growth «of 
employment opportunities seems likely to 
be unevenly distributed with the rural areas 
suffering from the continuing decline in 
the relative importance of the traditional 
export crops, (rubber excepted), which 
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2‘. We assume that urban migration is a posifiVe 
function of the urban-rural wage differential 
and a negative function of the extent of the ur- 
ban unemployment rate. Clearly, there will be 
some level of urban unemployment sufficient t'o 

cause all further urban migration to ceaSB. 
(Harri‘s'and' Todaro, 1970)

I 
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are Iabdr ifite'néix'ré, "and the comparative 
growth of capital intensive exports such 
as timber and Petroleum. To date, the 
policy of “transmigration”, by which it is 

hoped to transfer people from the densely 
populated Java to the outlying islands, has 
proved to be difficult to implement, and 
in any case could make no more than a 
marginal difference to the overall employ- 
ment situation. 
The process of urban drift has been ac- 

companied by increasing social tensions as 
the cities especially Jakarta and Surabaya, 
have been unable to further develop es- 

sential services such as housing, sanitation, 
water supply in line' with urban popu- 
lation pressure. In an effort to cope with 
such problems, Jakarta has been declared 
a closed city although enforcing such a de- 
cision is proving to be very difficult. 3 The 
urban employment situation is hardly 
helped by the tendency of capital-intensive 
firms, a substantial proportion of which 
are foreign-owned, to seek location in Urban 
areas, particularly Jakarta. As such firms 
also compete with labor-intensive domestic 
industries, they make an already difficult 
situation worse. 
The gdvernment clearly aware of the 
need to provide greater employment op- 
portunities but it also appreciates the na- 
ture of the constraints which may limit 
the Scope of remedial action. It is fully 
recognized, for example, that employment 
creation is really an important ymcahs of 
effecting a more equitable distribution of 
income. It follows that the employment 
objective entails the creation of job op; 
pprtpnities and not simply an increase in 
the demand for more labor input which 
could be satisfied by reducing underern- 
ployment without increasing the proportion 
of ‘the potential labor force in employment. 
It would clearly be in conflict with growth 
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objectives if fiscal measures We're used 't 

promote methods of production. whic 
were patently inefficient and which, in th 
extreme case, operated more as a form o 
social security. Even, if the promotion o 
labor intensive techniques did not reduc 
efficiency, the resultant redistribution o 
income towards wage earners might reduc 
the average savings ratio and thereby effec 
opportunities for employment in the future 
The problem of trade-off is demonstrate 
in Indonesian discussion of the evaluatio 
of the performance of Public enterprises 
The government as the predominant stock 
holder in such enterprises is in a stron 
position to enforce a policy of increasin 
labor-intensity, yet there are Clear indi 
cations that the application of standar 
criteria of performance, including improve 
ment in productivity, seem to point to 
wards reducing the labor force employe 
in several major state enterprises. 
A further conflict in policy aims is o 
particular importance in Indonesia whet 
experience of one of the most dramati 
inflations in the Post-war world has lef 
a legacy of suspicion of methods of crea 
ting employment by altering the level an 
composition of debt finance. Thus th 
need to preserve economic stability, inter 
preted to mean limiting the rate of grow 
in the price level Within tolerable limit 
outlaws the use of Keynesian-oriented em 

3. It is also interesting to note that Jakarta ha 
taken strong measures against the Becak (th 
bicycle taxi) by limiting its operation to certai 
areas away from the! city centre. At first glanc 
this appears to be discriminatory action again 
labor intensive activity but the rationale woul 
appear to lie in making Jakarta less attractiv 
for the would-be immigrant who in the past h 
always believed it possible to obtain work as 
becak- driver.

'



ployment policies which; in an open eco- 
nomy of Indonesian type and dimensions, 
would produce large trade deficits. Since 
the price level in Indonesia is. markedly 
influenCed by world’ .prices (after allowing 
‘for effective tariff xates), ,any devaluatioh 
;of the rupiah. brought about ‘by prolonged 
’trade deficits would bring in. its trail" Wide- 
‘spread inflationary price rises and without 
any appreciable l‘ags; In consequence; if 
he system of public finance is‘ towbe used 
‘5 a method of creating employment, ~it 

‘ 

ust be subject 'to the. constraint that .bud- 
et deficits must be avoided. For example, 
fisca'l,‘ measure which encouraged employ- 

ment by tax reduction, e.g. .a labor sub- 
sidy, would, if introduced, bare .to ‘be 

pounterbalgnced by some budgetary adjust- 
ment +.—— ,an increase in tax yieldor a fe- 
duction in expenditure or some combina- 
tion Qf the two —. which would rggs'tore 

Judgetary balanCe. 

~~~~ 

~~ 

~~~ 

'11. EMPLOYMENT CREATION AND THE 
INDONESIAN "SYSTEM OF 
PUBLIC FINANCE ~~ 

~~ 

~~~ 

~~~~ 

~~~~ 

~~ 

~~~ 

~~ 

Apart from the general constraints Or; the 
15a of the budget. to‘ create employment, as 
)u’tlined in II above‘, there are specific 
:onditions which must be fulfilled, and 
thich are. associated‘i'with the ease or dif- 
iculty of altering the factor mix in ‘both 
he private and .public 'sect‘ors. 

he tax .system may certainly influence 
‘ntrepreneurial decisions so that changes 'in 
actor inputs can be produced. The ob- 
.ious way of employing the system is to 
Iter relative factor prices, but it is worth 
nderlining two important conditions 
hichv must obtain if the desired effect'is 

n the decision to emplqy any' factor input 
0 be :achieved. Firstly, the main'in'fluence‘ 
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must be: profitability. Second, in individual 
industries .— manufacturing, agriculture, 
services etc. a- the elasticity of substitution 
between labor and other inputs must ‘be 
high. If the elasticity of substitution is" 

10w, then the taX' system must be capable 
of discriminating in favor of those indus- 
tries Which are inherently labor-ibtefisive; 
Regrettably, an examination of the Indo- 
nesian econOm’y suggests that the present 
tag system is ill-adapted to the task of em- 
ployment creation and also that where the 
‘first two- conditions are: likely to obtain, 
:the penetration by the tax administration 
would be difficult to achieve. 
Indon'esia, in common with many devel- 
oPing “counfries, employs a tax Systefn with 
a limited spread because of the administfaf 
‘tive difficulties entountered in taxing small 
traders and the agricultural and rural sec- 

tors. The most important tax, measured by 
yield, .‘is the corporation tax which repre- 
sented‘ 32.2 per Cent of goVemz'nent do- 
mestic receipts in fiscal; 1971/72. Over 80 
per cent of the yield of corporation tax 
was, paid by the 'oil industry in which the 
degree of technical substitution between 
capital and, labor is 19W and! which is ca: 

Pital intensiVe. The large part of the re- 

maining. yieldE of this tax is derived from 
public corporations, but the: directives go- 
verning t'heit‘op‘eration thus far have not 

- resulted in profit-taking being the major 
criterion of ‘success’ so that Changes in 
relative: prices of’ factor inputs by taxation 
would not have achieved the desired result. 
The common method of circumventing the. 
difficulties encountered in increasing the 
spread of directztaxationr in developing 
co‘untzies has, been to rely upon import 
duties} Thefcombined importrd'uties and 
sales tax on imports cértainly contribute a 
major share of domestic ireVenue to the 
government, reaching 21.2‘ :per cent- in -fis_- 
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cal- 1971/72, but, the failure to tax ade- 
quately imports of capital goods offers a 
strong incentive to industrial and commer- 
cial enterprises to favor capital intensive 
methods of production. The reverse §ide 
of the coin is that there are few‘strategic 
points in the agricultural sector Where the 
existing taxes, even subject to adaptation 
to take into account the need to encourage 
employment, can have much impact, with 
the possible exception of export duties, 
which are considered later. 
There is a fair prospect that the relative 
importance of the private modern sector 
will increase so that the spread of the tax 
system will become wider and the influence 
of Pgofit-ta‘king on entrepreneurial decisions 
concerning factor use will be extended, 
However, two qualifications are necessary. 
On, the one hand, as the modern sector 
expands, foreign-owned subsidiaries use 
up their tax holidays and related conces- 
sions. Then responsiveness to tax conces- 
"sions may be Weakened by the existence 
of double tax agreements and the division 
of responsibility between the equity owners 
and expatriate management may reduce 
the commitment to greater labor intensity 
especially Where management has to fa- 
miliarize itself with new skills and techni- 
ques. Certainly, existing methods pursued 
by foreign business entegprises would not 
appear 'to reflect the Prevailing factor/ 
price ratio, although. in the absence of 
additional data this may be a consequence 
of the allegedly high cost of Supervision 
associated with unskilled Indonesian labor. 
On the other hand, it must be admitted 
that increasing the spread of the existing 
system. of business taxation under the pre: 
sent regulation would Provide additional 
incentives 'to greater capital—intensity. As in 
many develoPing countries, Indonesian 
business taxation has been designed to 
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promote industrialization by encouraging 
capital investment through investment 
allowances and generous depreciation pro- 
visions. In addition, these allowances, 
which are given for a' fixed Period of- time, 
are spread over four years, but no mor 
than 25 per cent of the a110wances can b 
taken up in any one year. As these allow 
ances are not geared to the rate of capita 
consumption, multi-shift operations at 
discriminated against. Furthermore, in th 
case of depreciation allowances, theamoun 
set against tax is fixed, irrespective bf th 
number of shifts worked, and in conse 
quence the allowance is a lower proportio 
of value added in the case of multi-shif 
working as compared ‘wit'h single shif 
operations. ‘ ' 

The expenditure'side of the Indonesia 
budget would seem to offer an opportu 
nity ’for encouraging labor-intensive econo 
mic activities by direct employment offere; 
in government departments and by pro 
’curement policies. However, the Minist 
‘of Finance has taken a justifiably cautiou 
View of employment expansion in govern 
x’ment departments. First ofi all, expenditur 
on wages and salaries, together with 5t 
allowances, already absorb alarge propor 
tion of the ‘routine’ budget expenditure 
Secondly, any general growth in real in 
comes of salaried population will have t 

be reflected in growth in public servic 
salary scales, and unless revenue grow 
pari paw: with the growth in real in 
comes, the government may be faced wit 
financing problems, even if public service 
are not expanded. In any case, expansio 
of direct Public employment representin 
expenditure in the routine budget woul 
not expand employment opportunitie 
Where théy are most needed, Le. in fur 
areas,vand in consequence would aggravat 
the urban/rural imbalance. '



~~ 

The existence of a relatively large develop- 
ment budget for improving irifrastructure 
should offer the opportunity for govern- 
mEnt ‘to favor those undertakings willing 
to employ labor intensive methods; How- 
ever, in common with other develbping 
countries, the development budget, being 
financed.by a significant .if diminishing 
Proportion of foreign .aid', is sometimes 
‘cOnStrained by the condition that the con- 
tract work should be undertaken by firms 
from a'idegiving COuntriess Such firms 
usually preferT to; employ construction Tand 
other techniques of their country of origin 
based: on modern technology and with a 
capital intensive bias. Thus any adkrantages 
gained from relative: cheap- labor in In; 
donesia may steem. to:‘them‘ tavbe'outweigh- 
ed by the managément and“. other casts ' 

associated with adopting unfamiliar labor- 
- intensive techniques. A more fruitful line 
of approach is suggested ‘by‘ themgrow'ing 
interest in Indonesia in the extension :of 
the so-called ‘kabupaten’ rural works pro; 
grammes which, it is’ believed, will pro- 
mote rural employment without loss. of 
productive efficiency. This programme, to- 
gether with its implications for the' systEm 
of public finahce; is Considered below, 
Clearly, if the .system of public finance :01" 
Indonesia‘wis tlo'zbe used 'to promote employ- 
ment, it will need toundezgo considerable 
adaptation. Our next task is to review ‘a 
’fiumber of possible ways in which this 
might. be, done. 

'IV. POSSIBLE METHODS OF PROMOTING 
EMPLOYMENTBY FISCAL MEANS . 

Our analysis of the employment'objective 
(alongside other objectives): and of “this 
way in which the present fiscal systém 
impinges on employment creation Suggests 
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two: important considerations t0*be borne 
in mind in devising possible adaptations 
inltax and expenditure :pOlicy..‘Th'e first is 
that any such‘ adaptations. must take 3C1 

count of ‘feed back’ effects :on employment 
resulting from consequential budgetary 
changes which have to be .made' in-'-order 
Ito avoid-deficit spending, The. sécondl :is 

that fiscal Changes must take account of 
their administrativie implications, and par:- 
titularly the economic ‘ciosts-df-véompliancfe' 
with fiscal law. -

‘ 

We identify three broad‘ categories of 
meaSures wfiich seem; ‘to be candidates for 
considegation; ~ ' ‘ 

1. M'ezzmre: 230‘ Influence the Factolr‘Mix 
Proposals for ~s'ome form of subsidy to 
labdg fof‘eXample a negative Payrdll-tax, 
have ‘been’ widely pdvocated‘v‘i'n thelpro- 
fe'ssionél literature. Unemployment. reSule 

ting from imperfections in tfie labor 
market, 'so it is held; can be' reduced by 
this means without rh'ax'fihg ~to rihtegfere in 
'Wage bargaining arrangements Or minimum 
Wage legislation; In an extremely opén etc}- 
no'my Which imports th'e VQSt bulk of it's 

.‘capital requirements, such a Subsidy Would 
cheaper; thé Ida-{Ne 'Cost of domestic IaBOr 
vi's-a-Vis Imported' capital. Moreo'ver,‘ the 
decrease in costs is greater the more labor- 
intensive the productive Progess. Cenée— 
quently, :the more labor=intensive Sectors 
of the economy experienée‘ a cemparative 
cost decrease compared ‘to the» mére capi- 
tal—intensive and a“ shift in demand is thus 
ihduced tardS‘ mbre‘ labOr-intensive out— 
.put. Finally, a' payfoll. su‘bsid'y cheapehs 
the cost of domestically created capital re- 
lative to imported capital and thus favors 
employment Within thei'domestic‘ capital 
goods 'indfistry which is often initially 
highly- labor Aintcnsive' or at least ' gears 
itself to capital/libel: cbrnbinations more .in 
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keeping with comparative factor endow- 
ment. . 

Although labor §ubsidies contain many 
attractive features the great drawback to 
their extensive use is the cost imposed upon 
the Exchequer and ‘the immense difficulty 
of administering and policing such pay- 
ments. With regard to cost, it would be 
highly desirable if labor 'subsidies were 
limited to additional labor employed, for 
there is little point in the government 
having to subsidise labor which would 
have been employed in any event. How- 
ever, if the attempt were made to limit 
subsidies to additional employment the 
policing costs would be extremely high. 
Firms could go out of business one day 
and emerge as new re-named enterprises 
the next day in order to claim the subsidy. 
Equally, difficulties are encountered in 
gearing the subsidy not only to the size 
of the wagé bill but also "to the numbei: 
of people employed. Clearly we should 
want to provide an additional substitution 
effect in favor of the employment of the 
unskilled as well as wanting to ensure that 
the benefits take the form of additional 
employment of labor and not increases in 
hours worked by the existing labor forge. 
Granted that the administrative difficulties 
are formidable, and recognising the force 
of the budget constraint, it will be- appre- 
ciated that the taxation of capital inputs 
may be an equally effective means of pro, 
moting labor intensity..(Peacock and Shaw, 
1971b) Such taxes would be far easier to 
administer in Indonesia than labor subsi— 
dies, particularly if the tax were confined 
to foreign capital imports only, render- 
ing the tax easier to collect and also grant- 
ing preferential treatment of the domestic 
capital gOOds industry. It will be noted 
'that there is a certain symmetry with the 
case of labor subsidies in that taxes on 

capital 'inputs have a greater cost raising 
impact on the more capital-intensive under- 
takings. Consequently, such taxes should 
lead to a price-induced demand shift to- 
wards more labor intensive output. 
Finally, it may be noted that whereas the 
standard analysis of influencing the factor 
mix concentrates almost exclusively on 
means of altering relative factor" prices, 
there is no reason Why direct taxes could 
not be manipulated to achie‘ve the same 
effect. The corporate tax burden, 'for 
example, might be made inversely pro- 
portional to the degree of labor intensity 
by levying an additional tax on top of the 
standard rate, geared to the degree of value 
added per employee. Consider, 'for .ex- 
ample, an additional levy, T equal to 
t n (V/N) subject to (V/N) > a where a; is 
the amount of taxable profit, t .the ad- 
ditional rate of tax, V 'the amount of value 
added and N the number of hon-salaried 
employees, a is some lower bound to value 
added per employee .at which the additional 
tax Would not apply and which could be 
made to vary between various sectors of 
the economy. ‘While of limited applica- 
bility to Indonesia at the Present time, 
owing to the narrow base of the corporate 
tax; such a tax _cou1d exert beneficial an- 
nouncement effects and certainly could be 
incorporated into provisions for tax holiday 
exemption; 

2. Increasing tbs Utilization Rate of 
Capital 

The relatively low income per head in In- 
donesia effectively rules out the. use of 
fiscal measures to increased forced saving 
as a means of transferring resources from 
consumption to investment. However, there 
is, one way in which it may be possible to 
increase» the supply of capital and by so 
doing to make it' technically possible to 
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increase employment without incurring 
poSsible 'losses in the growth of output 
which would result from encouraging 
labor~intensive production. Employment 

‘ may be increased,- in the short term at least, 
‘ by increasing the rate at which Capital is 

utilized. 
n A 

'
‘ 

To allow capital to remain'jdle for con; 
siderable Periods 'of time implies that co- 

‘ Qperative labor inputs must also remain 
idle. Increasing the level of aggregate de— 
mand in selective sectors of the econbmy, 
where such excess capacity has been identi- 

. 

fied (possibly. through Government buying 
prograr’nrnes), or gearing the fiscal burden 
*to capital stock, (so that the tax. levy. Per 
unit of output declines with the inczeased 
Utilization. of the capital asset) would 
jointly raise the-employment of both labor 
and capital: Such. policies, it shouldnbe 
noted, do not depend on influencing exist- 

‘ 

-ing.-techniques of productiopg 
This issue is directly related to that of mul- 
ti-s'hift operation. In Indonesia, multi-shift 
operations are discriminated-aigainst by labor 
legislation which imposes high fixed, costs 
to marginal emplbyrnent, as well as the 
fiscal system which gears, depreciated allow- 
ances -to specific Periods of time and not 
to the rate at which capital is “consumed, 
To offset such tendencies, itfis theoretically 
possible to rebate part of “the corporate tax 
liability according to the number of shifts 

, actually worked. For example a.rebate of 
X % of tax paid, vmultipliedfby the ratio of 
second and subsequent Shifts to: first 

shifts, could be reclaimed by multi-shift 
‘ opcrators. In thiS'reample, a firm workirig 
- three shifts Per? day. Would be: able to claim 
a rebate of 2X %, the one shift firm 
nothing. 

3. M‘etb‘od: to Promote Labor- 
Ir’ztemz'vg Adiw'tz'é‘:

_ 

The extent to which the fis_ca1 system may 
. 
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be used to influence the; output mixv~by 
favoring those products which are labor 
intensive and discriminating against those 
products which by nature are capital-inten- 
sive is debatable; Although supgrficially this 
would appear to be a relatively simple task 
f0: selective tax and expenditure treatment 
two factors must be_ continually kept in 
mind. First, it is by no means an easy task 
.to identify sectOrs which: are labor intensive 
When‘ allowance is, made for the labpr in- 
tensity of iritermediate inputs and— the-label: 
intensity of .the‘ expenditure Patterns. stem- 
ming from income creation within a’ sec- 
tor. Secondly, before cbnsidering _.the tax/ 
expenditure package it, is necessary.- to 
ascertain the demand: conditiOns Prevailing 
for the products in. question. F0; example, 
the imposition of a tax upon; a capital in- 
tensive good will, cetem yparz'bw, reduge 
expenditure upon labor intenSive output if 
the product confronts Price inelastic de- 
mand conditions. 
Gmnted that we can ascegtain‘ both ~the 

nature of demand conditions and the labor 
intensity 6f specific sectors, then, selectiVe 
sales/excises taxpis might be used ‘to raise 
the comparative cost of capital-intcnsjve 
produce and thus induce a substitution of 
labor-intensive for capital-intensive~0utput. 
Such taxes are extremely difficult to. ad.- 

minister and may be arbitrary in ‘theirrin- 
tidence because 'the same Product may be 
capable of being prgduced in a, variety of 
ways with varying degrees of labor inten- 
éity. 4 With regard, to selective taxes; it 

4. An example of such discriminatory tax treat- 
ment favoring employment creation is provided 
by the Indonesian Example of differéntiai tax 
treatment of, Cigarettes, with highez taxes being 
levied on machine rolled as opposed to hand 
‘rolled brands. Similar discrimination applies to 
the capital intensive and Labor intensive pro; 
duct-ic‘m of soft drinks. - 
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may be noted that in the Indonesian con- 
text, the existence of export taxes often 
burdens traditionally labor-intensive activi- 
ties such as rubber and copra production. 
Administrative problems do not besef'the 
operation of the tariff structure to any— 
thing like the same extent, though exemp- 
tions from tariffs at present in operation 
induce foreign firms to use capital inten- 
sive methods. At the same time, it must be 
recognised that tariff exemption may be 
more important than fax holidays for £0- 
reign-owned companies covered by dOuble 
tax'ation agreements. A possible modifica- 
tion in tax law might make it Possible to 
improve employment by foreign firms 
which imported capital equipment without 
reducing the incentive to invest in Indo- 
nesia. This'woul‘d be to offer tariff cork 
cessions to foreign companies which were 
biased in favor of those who produced a 
product which is not domestically produced 
for export, and to stipulate that all output 
must be exported. This might encourage 
firms to take advantage of the relatively 
lower wage rates in Indonesia, compared 
with Singapore, Taiwan and Hong Kong, 
while at the same time taking advantage 
of tariff concession to import capital 

_equipme‘nt, an example of an appropriate 
industrial activity being assembling of pre- 
manufactured components. 5 

One 'of the most effective ways of inducing 
greater labor intensity in ouput composi- 
tion is by government purchasing and pro- 
curement policies. 'The‘govemment is an 
important consumer of goods and services 
and yet there is little evidence that labor 
intensity enters into decisions concerning the 
acceptance of tenders. With regard to the 
development budget the Indonesian go- 
vernment is doubtless hamstrung by the 
need to conform with the project evalua- 
tions undertaken by the aid giving agencies

n 

yet there would appear to be a real pos- 
sibility of“ employment creation being 
weighted more highly in subsequent cost 
benefit calculations. Governments, of 
course, are able to determine the degree 
of labor intensity throughout the public 
service and the public enterprises and in 
many developing countries there is ample 
evidence of ‘disguised unemployment’ 
throughout the public sector. One may 
'question the Wisdom of alleviating unem- 
ployment in this manner, however, partly 
because it makes it extremely difficult to 
obtain an objective assessment of efficien- 
cy Within the public sector but mainly be- 
cause it raises the employment rate in the 
urban areas and induces subsequent rural-- 
urban migration. It is for this reason, 
amongst others that proposals for labor 
intensive rural public works programmes 
on the creation and rehabilitation of in— 
frastructure appear extremely attractive. 
These increase employment and generate 
subsequent income in the .non-urban' areas 
and thus reduce the incentive to urban 
migration. With regard to Indonesia ex- 
tension of the Kabupaten Programmes 
would appear to offer a logical means of 
reducing unemployment in the rural re- 
gions whilst simultaneously avoiding most 
of the conflicts encountered with the pur- 
suit of employment creation. 

V. FISCAL POLICY AND EMPLOYMENT 
STRATEGY IN INDONESIA 

In formulating a policy to increase em- 
ployment in Indonesia by fiscal means, we 

5. Generally, labor in Indonesia may be em- 
ployed for U.S.$ 0.07 per hour —— by far the 
lowest wage rate in the export situated coun~ 
tries of South East Asia. 
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have to take account of four factors: 
(a) The necessary modifications in the tax 

structure which would promote em- 
ployment can only. be introduced 

- slowly; In the short run, the best one 
can expect is to. introduce Achanges 
which WilL .‘remoVe its’present bias 
towards Capital-iritensive production. 

:(b) There is Probably-mere scope for em- 
‘ ployment vcrea‘tiOn by modifications in 

‘ ':-_the compositionr'of government pur- 
chases and in the ‘factor ‘mix’ of go- 
vernment programmes, particularly 
Publiclworks‘; - - 

'(c)‘.The choice of Particular fiscal meas- 
ures is: narrowed down Considerably' 
when we take into account the ob- 
jectives of policy to be ‘traded off" 

‘ (against employment, notably economic 
growth andjsgability, and also con.— 

' ‘s'id'er the :esource .cost's‘neces'sary to 

I, ' improve taivadrbrfiqpiStration. 
(d) The e£fi‘cacy”of"fis'cal meaSures must 

bejudged in terms of alternative po- 
licy: measures of' government which 

_might( be used to aghieve the same 
enda‘ 

' 

' 

j 

'
‘ 

This fi'naL section éXamines 'each of 
“these stgtements in detail. 

The principal reason Why modification of 
the tax structure can not be expected to 
influence the volume of employment sig- 
nificantly is that the industrial :and com.- 
‘mercial tax base is extremely limited. The 
private sector contributed less than 25% 
of the nOn-‘oil‘ corporate income tax in 
31971-72; and all the éfiidence suggests that 
under-repoxting and tax evasidn is com- 
monplace“, amongst the. smaller' private 
firms. Tax evasion is akin to a lowering 
of the effective ‘rate- of tax, :so rthat'it re~ 

daces the-incentive effects, of preferences 
given! to labor intensive undertakings. The 
bulk of tax receipts 'stemming from in.- 

PEACOCKci K. SHAW 

dust‘ry :are paid: by :state and foreign owned 
enterprises. The former are already more 
labor-intensive. than strict profit maximii. 
zatiOn‘ strategy would recommend and the 
latter are more or less immune to marginal 
changes :in factor/price _mtios owing “to 

their desire to maintain technical- comple- 
mentarity with Parent companies, Overseas, 
or because- they e'njoy tax' holidays:_ or 
double tax agreements which cushion» the 
impact pf. changes inwthe" corporate rate 
of'3tax..6 "Similar reasoning applies to :th'e 
domestic sales" tax whose base is extremely 
limited, 7.’ and whose yield suggests that 
under—reporting and evasion is extensive. 
The: conclusion must be that variations 'in 
corporate tax liability or résort to Selective 
sales taxes Would be‘ ineffective. At the 
same time, the force Offlthe budget con.~ 

straint must rule out the use of labor ‘sub- 
sidies ‘aon' Jany .exterisivev scale even ’if 'the 

required- administrative machinery cxisted, 
I_t follows that any attempt 'to‘ influence the 
degrée Of labor- :intensity; within the private 
sector-must. Operate-upon :the purchase price 
of .factOr‘ inputs and :not through attempts 
to influence the: subscquetit tax liability: of 
the business unit. 
The most effective way of changingxelativ‘e 

6. In addition, it may-be noted that fOréign 
contraCtoxqs engaged or; development xprOjects f1“- 

nanced by international aid ‘givingggencies an: 
specifically exempt from taxation on'the insist- 
ence of-the donors. Typically, these contractors 
are attached to more capital ititensive techniques 
than Indonesia’s factor endowment Would. sug: 
gest is optimal and the consequence of téx 
exemption is that there are no means available 
whereby they might be induced to‘rbec'ome more 
labor intensive, ‘ g 
7. Currently these are less than 100,000, :8- 
gistered sales taxpayers and the domestic sales 
tax gi‘oss‘es ohl’y Rp. 38 billion de’spite high 
nominal rates of ‘tax. A- ‘ 
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factor. prices is by continuing to subsidise 
important items purchased by workers such 
as rice and. by tax exemption of essential 
commodities such as cheap cotton fabrics 
together with increased tax and duty levies 
upon capital inputs. Increased import du- 
ties on capital items together with higher 
rates of sales taxes on capital goods (both 
imported and domestic) would both in- 
crease the cost of capital Whilst also giving 
a measure of preferential treatment to the 
domestic capital goods industry. The virtue 
of higher levies on capital inputs, and in 
particular upon imported capital inputs, is 

that they would increase revenue and, in 
addition to inducing greater labor inten- 
sity, they would also allow'the expansion 
of Public expenditures or the rebate of 
other taxes in the interests of employment 
creation. Taking the latter point first, it 

would be instructive to quantify the .im— 
pact of export tax rebates on the traditional 
export commodities which are decidedly 
labor intensive such as rubber. Such re- 

bates, if introduced, would increase the 
income accruing to those employed in the 
rural regions whether or not output were 
to merease. 
Expenditure programmes seem to offer a 
better prospect. Although increase in ex- 
penditures conflicts with the budget con- 
straint, and to this extent must be offset 
against reduced expenditure _or increased 
taxes elsewhere, nonetheless they offer the 
most immediate and most effective meahs 
of raising'emplpyment in the short-term. 
The most promising altematives would 
appear to be: - 

-1. Expamion of the Kabupaten Program— 
me: These expenditures have the following 
advantages: ‘ '- ' 

(a) They have Prqvéd themselves to be 
administratively feasible; 
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(b) They add to infrastructure and reha— 
bilitation generally and thus directly 
aid the development programme; 

(c) They generate not only increased rural 
income but this multiplier impact 
would appear to gives rise to increased 
output of basic foodstuffs and other 
necessities in the rural areas. Short- 
run— inelastic supply constraints are 
thus avoided and the growth of rural 
incomes slows-the impetus to urban 
drift; 
To the extent that the benefits accrue 
to the local population they increase 
awareness of the benefits of public. 
expenditure and thus lessen resistance 
to local taxation. 

(d) 

2. Expenditzzre on the tourixt .rector: There 
is a good reason to believe that the tourist 
industry in Indonesia, still in its infancy, 
is decidedly labor-intensive, partly because 
tourists purchase the products of labor in- 
tensive local handicrafts (Batiks, Bali 
sculpture etc). Moreover, as the tourist 
industry develops, it will certainly benefit 
the regions and outlying islands relatively 
more than the metropolis of Jakarta which 
Offers little to the tourist apart from an 
interesting stopover point. Whether in- 
creased expenditure to aid the tourist sec- 
tor is worthwhile would require a detailed 
cost benefit study of the potential market. 
Exploitation of the tourist segtor would 
add to foreign exchange reserves and in 
this cOnnection it may be noted that tou- 
rist expenditures dictate the pattern of 
resource allocation towards exports with- 
out conscious Planning intervention — an 
important consideration in an economy 
where administrative expertise is not over- 
abundant. Last, but not least, the tourist 
industry could become an‘ important em- 
ployer of surplus labor as its. product is 
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income elastic. In'come elasticity must re- 
. main a major criterion for selecting those 

labor intensive activities which the go- 
'vemment might support, for such indus- 
tries may be expected to grow)at a greater 
than ailerage pace. Government assistance 
to establish labor intensive industries 
which confront income elastic demand con- 
ditions therefore is a means of generating 
a self-sustaining Change in the composi- 
tion of output tOWards greater labor in- 
tensity. 

Expansion of the Kabupaten programme 
financed by additional levies upon capital: 
imports, the continued subsidization of 
basic foodstuffs (particularly rice) and 
possibly increased aid to the tourist setter 
would appear to be the most usefully 
oriented fiscal measures to aid employ- 
ment. None of the above make undue 
demands upon the existing administrative 
competence of the Indonesian fiscal‘“autho- 
rities. As Previously emphasized, it would 
be necessary to harmonize such measures 
withvother government programmes to en- 
sure that fiscal actiOns for employment 
creation are not offset or_ countered by 
changes elsewhere. If the Proposed fiscal 
changes are to have their intended impact, 
then existing labor laws need to be me- 
formed in order to remove the element of 
high fixed cost implicit in the employment 
of additional labor. Equallya it must be 
remembered that other policies besides 
fiscal policy can be used to promote em; 
ployment and may be even more effective, 
or may be essential to counter Changes in 
the fiscal system introduced for réasons 
other than employment creation. For ex- 
ample, if payroll taxes were introduced to 
finance a social security Scheme in Indo- 
nesia, these would obviously raise the 'cost 

‘of labor relative to capital, To encounter 
any decline in employment, such taxes 
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could be accompanied by devaluation of 
the currency as a means of raising the cost 
of impOrted capital inputs. Indeed, if em- 
ployment is the goal, there is a strong at- 
gument for maintaining an undervalued 
rate of exchange in the interests of the 
labor-intensive export sector and the do- 
mestic capital goods industry. Certainly, 
variations in the exchange rate constitute 
‘a major tool in employment creation ge- 
z’nerally. It would make little sense if fiscal 
measures for employment were rendered 
ineffective by the commitment to a fixed 
rate of exchange no lOnger relevant to 
Indonesia’s. policy goals. 8 

8. At the present time, the Rupiah is effectively 
tied to the US $ at the exchange rate Rp. 415 = 
US$ 1. It follows that any subsequent dollar 
devaluation relative to the Japanese Yen or the 
German Mark automatically implies devaluation 
of the Rupiah. However, to the extent that 
labor-intensive domestic industry fails to find 
export markets because of overseas marketing 
expenses it will be noted that devaluation raises 
the COSt of the required initial investment. 
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VICTOR J. GANGADIN *: 

A BRIEF OUTLINE OF THE IMPOSITION IN GUYANA 
OF INCOME TAX, CORPORATION TAX, CAPITAL 
GAINS TAX, WITHHOLDING TAX AND PROPERTY TAX WITH SPECIAL REFERENCE TO FOREIGN 

CORPORATIONS OPERATING IN GUYANA, THROUGH A BRANCH ESTABLISHMENT ORAN AGE‘NCY 
PARTI - INTRODUCTION 
Foreign corporations or companies are in 
effect corpozations which are not incorpo- 
rated in Guyana and the businesses of 
which are controlléd and managed outside 
of Guyana. The Guyana tax laws' in 'this 
respect followlthe principles adopted in 
the United Kingdom. Thé term “foreign 
company" has little or no significance in 
the application of the tax laws in Guyana. 
The term appears only once in the Income 
Tax Ordinancenfor the Purpbse of" the 
imposition of Withholding tax on certain 
types of insurance premium 'paid to “a 
foreign company". By the provisions of 
the “Capital Issues (Control) Act, 1971'“ 
any Company not incorporated in Guyana, 
and any Company which is incorporated 
in Guyana but has any one director on its? 
board who is not a citizen of Gyana. or 
where more than one-third of its capital 
is owned by non-citizens, are deemed to 'be 
"a‘lien companiés”. 
So far as the Income Tax Ordinance im- 
poses withholding tax on certain insurance 
premiums paid to a “foreign company”, 
the definition given to “f0re}gn company” 
is the same as that given to a nan-resident 
company which is defined as “a company 
thje control and management of whbse 
bfilsiness is exercised outside of Guyana”. 
Note, however, that for the purposes of the

~ 

~~

~ 
~~~

~ 

~~ 

~~ 

“Capital Issues (Control) Act, 1971”, a 
foreign company means something else, 
but it may be added that this Act has no 
bearing on the imposition of tax on fo- 
reign companies. 
The pertinenf or mategial issue in the im- 
position of tax on companies is not that its 
being “foreign” 'but that its being “rexi- 
than)?” or “non-resident”. In other words, if 
a company is resident in Guyana it is liable 
to tax on the whole of its income wherever 
the income arises whereas if a company is 
not resident in Guyana, it is liable to tax 
only on its income arisir’ig in Guyana, 
Being foreign either becausi-of its being 
incorporated outside of Guyana or its 

shares are held by foreigners even though 
incorporated in Guyana is irrelevant. 
By the Income Tax Ordinance a company 
is deemed to be resident in Guyana if the 
:“control and management of (its) business 
are exercised in Guyana”. The following 
provisions appear in the Corporation Tax 
Act: 

“non-resident company’ means a cot}:- 

pany the control' and management of 
whose business are exercised outside of 
Guyana”. 
“‘resident company’ means a company 

* Of B‘arcellos, Gangadin 8: Co, Certified Ac; 
countants, Georgetown, Guyana. 
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the control and management ’of Whose 
business are exercised in Guyana”. 
“For the purpose of the definition of 
‘resident company’ and hon-resident 
company’ the place where such a com- 
Pany is to be regarded as controlled is 

the place where the mind or manage- 
ment of the company is ordinarily 
situated”. ' 

It is quite clear then that for taxation Pur- 
poses, the material distinction lies in the 
condition of residence or non-residence of 
a‘ company which in turn depends on the 
place where management and centrol of 
the business of the company are exercised. 
If a company is held to be resident in 
Guyana even if it is incorporated outside 
of Guyana, it is liable to Guyana tax on 
its world income; While 0n the other hand 
even if a éompany is incorporated in Guy- 
ana its business is managed and controlled 
outside of Guyana it is liable to Guyana 
tax only on its income which arises in 
Guyana. And it folléws that if a company 
which is incorporated outside of Guyana 
and its business is managed and controlled 
outside of Guyana such a company is a 
non-resident company liable to tax only on 
its income arising in' Guyana. A branch 
establishment or an established 'agency in 
Guyana of a compa‘ny riot resident in Guy— 
ana is, therefore, subject to Guyana tax in 
the name of ‘the company on the income 
of its Guyana branch of agency. 

PART II — INCOME TAX 8: 
CORPORATION TAX 

Clauifz'mlz‘on of pompam'ey 6} Rate: of tax 

Companies are classified for tax purposes 
as follows and the respective rates payable 
by them are as follows: 

456 

Rate: of Tax 
'Clzzm'fz'mtz'on on Cbargeable I meme 

Carpo- 
Imome ration 
Tax Tax Total 

(a) Commercial 
Company 20% 35% 55%. 

(b) Non-Commercial 
Company 20% 25% 45% 

(c) Long-term 
Insurance ‘ 

Company 45% None _ 45% 
(d) Investment 

Company Noné None None 

Definition: (5 explamtz'om 

(a) 
“ ‘Commercial Company’ means a com- 

pany at least 75% of the gross income of 
which is derived from trading in goods not 
manufactured by'it, and includes any com- 
mission agency, my body' corporate, Zi- 

cemed or otherwise authorised by law to 
:carry on banking lamina; 2'72 Guyczmz, and 
any Company carrying on in Guyana in- 
surance business, other than long-term in- 
surance business, as defined in Section 2 of 
the Insurance Act, 1970. 

(b) Non-Commercial company is given no 
express definition, but by implication it 

must be understood tovmean any company 
which is not a “commercial company” or a 
“long term insurance company” or an “in- 
vestment company”. 

(c) “Long term insurance company” is a 
company Whose business includes insurance 
business of all or _any of the,following 
classe's namely - life insurance, non-cancell- 
able sickness and accident insurance and 
bond investment business. 

((1) “Investment c0mpany” is a company 
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resident in Guyana which in any Year of 
Assessment satisfied the- following ‘- 

100%. of its assets are situate in 
Guyana; _. 

(ii) at least 80% of its property owned 

bonds or marketable securities; 
not less than 90% of its profits is 
derived ffom Shares, 'bonds or 

- marketable securities; : ‘
‘ 

(iv) at no time in 'the year did morethan 
‘ 

10% of its Property censist of shares, 
bonds or marketable‘se‘curities of any 
one company or debtor othjer.than 
those of the GOVemment Qf Guyana; 

,(v) at no time was the numbgr of share- 
holders of the company less than 50. 

As we see, the income of a commercial 
company (which includes a» banking com- 
pany) is subject £0 a total of 55% income 
and corporation taxes (the highest aggre- 
gate rate), whilg on-‘thé other: extreme an 
“investment' company” is exempt from, the 
five taxes. While a non-commercial com; 
pany pays income and cofpogatiion taXes at 
a .tdtal r_at¢ of 451%, a long-term insurance 
company pays income tax at _‘the rate of 
«45%, but pays no corporatiOn tax.

‘ 

Note that bot/a rexz‘dent and non-Mildew 
campam'e: [my tax at the 147723 raté. The 
only diffegenéeé are that while a .résident 
‘company pays tax on its world income, a 
'non-residénf company pays, tax .on its 

Guyana incOme only, and the Corporation 
tax rates vary according as -to the classic 

. fication 9f companies. 

(iii) 

Conipuz‘afz’on of chargeaéle income 

1. _ Expeme dedzzcz‘z'on 

In computing the chargeable income 0r 
profits fof incOme tax and corporation tax 
purposes all outgoings and expénses which 
are wholly and7exc1usive'1y incurred in pro- 
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duction of the income are aHQWed as de- 
ductions- item the gross income of a com- 
pany for each year, but the following are 
not allowed as deductions: 
(a) any disbursement or; expenses not 

being money wholly and exclusively 
laid out‘for the pugpose of acquiring 
the inCOme; . 

- 

.
. 

any capital withdrawn Or any 
employed 0r intended to be employed 
as capital; ‘

- 

(c) any capital employed 
~ ments;,

7 

(d) any income tax, corporation; tax, pet 
Property tax or capital gains taxpaid 
or Pajable; 

(b)- 

in improve- 

(6) expenses in.-.excesS of the. amount 
which the Commissioner of Inland 
Revenue considers reasonable, and 
necessary having regaxid. to the: tequi- 

‘ 
remeuts of the; business; 

_(f) “head. office expenses? in excess of 
one-half Per gent (in the case of 
commercial companies) -and one Pen- 
cent (imthe-case of other companies) 
of the sales or gross income of a com- 

- pany. . 

Note: “Head office expenses” is defined 
to mean any expenses arising from a, chagge 
by‘ a non-resident parent or associate com- 
,pany‘of. a company resident "in Guyana, 
or the head office of 

‘ a‘ non-resident Icor_n- 
pay in respect of a‘Branch or agency in 
Guyana for any gidministrzitive, technical, 
Professional or other like service of“ an 
essentially managerial nature’f. 

2. Wear 6 team dedmti'on 
Infascertaining the chargeable income or 
profits of a dompany which carries On». any 
busineSs in Guyana there may be claimed 
as a deduction an allowance for the w'ear 
and tear of any plant, machinery, equip- 
ment, Vehicles, buildings housing machi- 
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11e or industrial building, etc. employed 
in acquiring, the company’s income. The 
rates granted annually are regulated sta- 

tutorily and range between 2% and 25% 
normally on the written down value or 
cost of the asset depending on its type. 
For instance 2% on cost is allowed on 
buildings annually, 10% annually on the 
written down value' of machinery and 
equipment and 25% on the written down 
value of Motor Vehicles. 

3. Deduction for previous years’ lone; 
Losses incurred in Previous years may be 
accumulated and allowed as deductions 
against future years’ income until finally 
liquidated subject to the condition that in 
any year in which Previous losses are 
claimed as deductions, only so much of the 
previous losses would be allowed that 
would not cause the tax payable to'be re- 
duced to more than 'half of the tax that 
would be payable had there been no pre- 
vious years’ losses. Losses from one source 
(say farming) are not allowable against in- 
come from another source (say trading) 
therefore a claim for losses would only 
be allowed against'income from the same 
’or similar type of source. 

4. Deduction: for gift: (9 donations 
A gift or donation made in any year to 
the Government of Guyana or to any pres- 
cribed Government institution or organi- 
sation is allowed as a deduction in respect 
of the year in which the gift or donation 
is made. 
Where a company disposed of its income 
01: any Part thereof to an ecclesiastical, 

charitable or educational institution, orga- 
nisation or endowment of a public character 
within Guyana (or outside of Guyana if 

approved by the Minister of Finance) such 
disposition may be claimed as a deduction 

in the ascertainment of its chargeable in- 
come provided such disposition is made 
irrevocable for a period exceeding two 
years. 
(Note this is normally done through the 
execution of a deed of covenant.) 

Bank of dyseument 
Income Tax and Corporation Tax are 
assessed in each year (called the Year of 
Assessment) on the income of a company 
which arises1 in the year immediately pre- 
ceding the Year of Assessment. The year 
immediately preceding the Year of Assess- 
mentis conventionally referred to as the 
“Year of Income”. 

PART III —- CAPITAL GAINS TAX 

Basic of aneument 
As in the case of Income Tax and Corpo- 
ration Tax, “Capital Gains Tax” is assess- 
able On a company in each year (called the 
Year of Assessment) on the capital gains 
arising in the year immediately preceding 
the Year of Assessment. 

Imposition
I 

Capital Gains Tax is payable by a com-- 
pany upon any capital gains arising from - 

(a) the change o£ ownership of any pro- 
perty occurring by sale, disposal, trans- 
fer, realisation or exchange, or in any 
other manner whatsoever; 
the-surrender or relinquishment of any 
right in any property other than the 
surrender of a life insurance policy; 

(c) the transfer or some of the rights in 
any property other than the transfer 
of the rights of a trustee in any pro- 
perty subject to a trust; 
the redemption of any shares, deben- 
tures, or other obligations; 

(b) 

(d) 
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(e) the dissolution of a business or the 
liquidation of a company; 

(f) the amalgamation. or merger (if two or 
. more businesses or‘ companies; 
(g) the formation of a company; or 

-(h) any transaction in connection with 
which a person‘ who promotes that 
transaction Without being a party to 
it receives any commission or reward. 

Short term capital gain deemed 
,to be income

, 

Whéte capital gains accrue to a company 
bgcause of the change of oWnershiP of 
property Within twelvemonths of the date 
of its acquisition, such gains are deemgd 
to be income and taxed as profits from 
trade or busingss under the provisions of 
the Income Tax Ordinange at income and 
corporation tax rates: 

N on-rexidmt ‘6 re'demft-compam'es' 
In the case of a company not resident in 
Guyana capital gains tax is payable only 
on Capital gains arising in Guyana. A 
company resident in Guyana is subject to 
:the tax on the Whole of its capital gains 
wherever arising; -

- 

Exemption from the tax 
No capital gains tax is payable ‘on 'capital 
gains which accrue: - " 

(a) from any‘ of the sources listed under 
' 

‘ “Imposition” rabovementioned where 
the change of ownership ‘or relinquish- 
ment or transfer of fights etcf, took 
place more than tWenty-fivé years after 
the date of acquisition of the Property 
-or rights eta; ' 

-
' 

from the donation pf 21 property to 
any approved charitable institution of 
a public character or to any prescribed 
institution or organisation of‘a national 

(b) 
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charact'et in Guyana; ‘

r 

(c) from the realization by a liquidate): o 
the assets of a company in liquidation 
for the puzposc; 9f the return of the 
Proceeds to shareholders of the com- 
‘pany; 
to any company where total capital 
gains in any one year do not exceed 
one thousand dollars; 

(d) 

(e) from the change .of ownership of any 
property' which was vuired before 
lst January, 1960. 

Computatibn of chargeable capital-gaim 
Capital Gains'are'tepresented by the excess 
of the net Value received for any property 
(whose ownership has changed), over and 
above its cost of acquisi‘tién plus'fhe cost 
of" any improvements or additions made 
between the date of acquisition and the 
date of change of ownership. But Where 
any wear and tear allowances ha’v'e’been 
granted forr'the purpose of Income Tax or 
Corporation Tax on‘any property, capital 
gairis are represented by the extess of the 
net value- received on change of ownership 
over ahd above its written down valile for 
tax purposes immediately before the 
change of ownefship took place. 

Capital Lone:
_ 

Capital Losses suffered in any year of a 
‘thousand dollars or more may be carried 
forward and wholly set off against tax- 
able capital gains in future years until the 
Whole; of the previous years’ capital losses 
have. been liquidated. ' 

Rate of tax on chargeable capitail gain: 
A flat rate of 20% is imposed on the net 
chargeable - capital gains remaining after 
allowing for previous yea'rs’ capital losses, 
if any. - 

'

‘ 
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PART IV — WITHHOLDING TAX 
Bad; of impwz'tz‘on on 
“dijtrz'butz'om” (5 “payments” 
Tax is to be Withheld at speéified rates 

(details given separately) on: 
(a) any gross distribution made to any 

individual not resident in Guyana or 
to any company not resident in. Guy- 
ana and to any company resident in 
Guyana;

_ 

any gross payment made to any indi- 
vidual or company not resident in 
Guyana or to any person on behalf of 
such non—resident Where the non-resi- 
dént individual or company is not 
engaged in trade or business in Guy- 
ana, but withholding ta’x shall not be 
Payable in the case of.‘ any payment 
which constitutes income arising out— 
side of Guyana. 

(b) 

Interpretation 
(21) “Distribution” means any dividend 

paid by a company including a capital 
dividend. It includes any other distri-' 
bution of the assets of the company 
in respect of shares of the company 
except so much as represents the re- 
payment of share capital or is equal 
in amount to any new consideration 
given on the distributidn. It also in- 

cludes the issue by the company. of 
any redeemable share capital. in 
respect Of shares in the company to 
the extent that such 'share capital is 

not issuéd for a new consideration. 
“Payment” means a payment Without (b) 
any deductions whatsoever other than - 

a distribution with respect to - 

(i) interest on any debt, mortgage or 
- other security, but excluding interest 
paid on a temporary bank loan or in 

- respect of any trade caccount; 
(ii) rentals, royalties, discounts, an- 
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nuities or other annual periodic pay- 
ments; 
(iii) management charges or charges 
for the provision of personal services 
and technical and managerial skills;- 
(iv) premiums, commissions, fees and 
licences, but excluding premiums paid 
to insurance companies and contri- 
butions to pension funds; 
(v) such other payment as may be 
prescribed. 

Wit/abolding tax on the profipfy remitted 
by 19mm}: of a non-refident company 

- Tax is to be Withheld by an office or a 
branch or agency of any non-resident com- 
pany engaged in trade or business in Guy- 
ana, Where such office, branch or agency 
remits of is deemed by the Commissioner 
to remit any part of the profits of such 
non-resident company accruing in or de- 
rived from Guyana as if the remitting of 
such profits was a distribution. 
AA branch or agency of a non—resident com— 
pany is normally deemed to have remitted 
all its profits' except to the extent that it 

has re-invested in Guyana such profits or 
any part thereof to the satisfaction of the 
Commissioner other than in the replace- 
ment of fixed assets. 

Witbbolding tgzx on the Jarrendgr 
of a life policy . 

Where a, life insurance policy is surren- 
dered before the policy-holder attains the 
age” of sixty years, tax is to be withheld 
at the rate of 15% (fifteen percent) of the 
amount representing the surrender value. 

Withholding tax from imumnce premium; 
payable to foreign [0771117471121 
Where any persbn pays any premium to a 
fogeign company in respect of insurance 
(including re-insurance)‘othe'r than long- 
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term insurance, Whether or not such pre- 
mium is remitted outside Guyana, the per- 
‘son makirig the payment shall deduct'there~ 
from tax and pay over to the COmmissioner 
at the rate of s 

(i) ten percent of the premium where 
payment is made to a foreign com- 
pany which has not establislciec‘lj a 
place of business in Guyana; and 

(ii) six percent of the premium where 
payment is made to a foreign com? 
pany which has established a place of 
business in Guyana. 

The amount of the premium on which tab: 
is dediictible shall be the amount remaining 
after deducting from the premium agy 
commiSsion paid to an agent resident in 
Guyana, and in the case of re-insurance 
the amount .received for placing the 're» 

insurance, the deduction allowable in either 
case for the purpose of computing the 
Withholding tax is not to exceed ten per- 
Cent of the premium. 

Interpretation of “foreign compmy’" 
“Foreign company” means a company the 
control and management of whose business 
is exercised outside of Guyana.- 
Note: “Fomign Company” is given {he 
same meaning as a “Non-Resident Compa- 
ny” in this case, but by the “Capital Issues 
(COqgol) Act 1971”, any company not 
incorfiorated. in Guyana and any company 
which is incorporated in Guyana but having 
any one director on its board who is not 
a citizen of Guyana or Where moreythan 
one-third of its capital is owned by non- 
citizens, are deemed to be alien companies. 

Rate: of withholding tax 
1. 0n distribution by a resident company 

to a non—rexident individual _- 

(3.) Where the distribution is made by a 
commercial company - 
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' on gross dividend not 
exceeding .15 10,000: - 31% 

(ii) on gross dividend 
of $ 10,000: or more - 40% 

(b) Where the distribution is made by a 
non-commercial company - 

(i) on gross dividend not 
exceeding $8,000: - 27% 

(ii) on gross dividend
' 

of :13 8,000: or more ‘- 65% 
2. 0n distribution to a non-rejident 

or re'dent company - 

(i) where the dividend is paid 
by a commercial company - 40% 

(ii) Where the dividend is paid 
by a non-commercial 
company - 35% 

5. On any “payment” Made to a 
non-rexident individual 07' 

company 
‘ 

- 2.5% 
Note: Where the Guyana branch of a non— 
resident company remits any profits to the 
non-resident company abroad or is deemed 
to remit Such profits, tax is to be withheld 
on the remittance as though it is adistri- 
bution at the‘ rates specified under (2) 
above. Credit is given for company z'mome 
tax suffered against withholding tax on 
dividefid-L 

P41. :2; you earn with/vowing 
Each employer is required to deduct tax 
from the emoluments of their empIOyees 
currently on the taxable portion of their 
pay calculated with reference to statutory 
Tables issued by the Commissioner of In- 
land Revenue. 

PART V ‘— PROPERTY TAX 

Explanation 
Property Tax is not the same as municipal 
rates and taxes as levied by municipal or 
local authorities. It is a tax levied annually 
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by the central Government like income or 
corporation tax, but it is measured on the 
basis of the net worth of a company rather 
than on income. ' 

B4122: of mxessment ‘
v 

“Property Tax” is chargeable in the Year 
of Assessment on the basis of the “net 
property” or “net worth” of a company as 
at. Slst December of the year immediately 
preceding the Year of Assessment or at 
any other date as. approved by the Com- 
missioner of Inland Revenue being the 
end of the accounting year of the company 
in the year immediately preceding the Year 
of Assessment. 

Net property 
“Net Property” means the amount by 
which the aggregate ,value of the property 
of any company 011 the valuatiozi date is 
in excess of the aggregate value of the 
debts owed by it on that ’date; provided" 
that in ascertaining the amount of the “net 
property” for the purpose of imposing the 
tax, the aggregate value of the debts owed 
by the company that may be deducted from 
the total value of its property shall not- 
exceed twenty percent of the total value 
of the company’s property after taking into 
account Wear & Tear Allowances and any 
prOvision for bad debts as allowed as de- 
ductions under the Income Tax Ordinance; 

Exemption inf/1e mm of banking 
(9 z'mzmm‘ce companie;

‘ 

The limitation of deduction of debt oWed 
in ascertaining the “net property” of a 
company carrying on the business -of 
banking does not apply to debts owed by 
the company in the form of deposits‘to 
depositors. The limitation does'not apply 
also to liabilities in respect of insurance 
Policies issued by an insurance company in 
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Ieépect of long term insurances. 

Meaning of “property” <51 “valuation date". 
(i) “Property” includes immovable and 
movable property, rights of any kind whe- 
ther absolute, conditional or contingent, 
and effects of any kind situate or having 
their seat in Guyana or elsewhere and the 
proceeds of sale thereof, andxanymmoney 
or investment for the time being rep- 
resenting them.

. 

(ii) “Valuation Date”, in relation to any 
Year of Assessment, means the last day of 
The year immediately preceding- the Year 
of Assessment, ,

- 

:Exclzm'w in t/ae case bf 
non-rejz'dent tompam'e: v 

The property which is outside of Guyana 
of any company not resident in Guyana is ~ 

excluded in the computation of, net propen- 
ty for property tax purposes. ‘ 

The holdings by a non-resident company 
of securities issued by the Government of 
Guyana is also excluded for property tax 
purposes. .

‘ 

Rate of property tax 
Property Tax is 'payable at the‘ ratie of one 
half percent on the net chargeable property 
of the Company. '

' 

PART‘VI — SUBMISSION OF RETURNS, 
8: PAYMENT OF TAXES, ETC. 

Submim'oiz of return; 
Returns are to bg made by Companies in“ 

statutory forms provided by the Inland R'e~ 
‘venue Department and separate Returns 
are isshed annually in respect of} - 

1. Income Tax and Capital Gains Tax; 
2: Corporation Tax; 
3. Property Tax; - - ‘ 

4. Return of the" emoluments paid by the 
' Company to each employee. 
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Date of Mbmz'uz'on of retzmz: 
Returns of employees’ emoluments are to 
be submitted for each year of assessment, 
that is, in respect of the emoluments 6f 
the year Preceding the year of assessment 
on or before 28th February in the year 
of assessment. 
All other Returns for each year of assess- 
ment as listed above'must’ be submitted on 
or before 30th April in the year of assess- 
ment in respect of that year of assessment. 
Note: Returns are not required to be made 
by non-residents who do not carry on 
business in Guyana. notwithstanding the 
fact that withholdings have been made 
from their income arising in Guyana. 

Payment of taxes 
1. Pay as you Earn Tax Withheld from 
the emoluments of employees in respect of 
each month should be paid to the Com— 
missioner of Inland Revenue on or before 
the 14th day of the following month. 

2. Income Tax and Corporation Tax for 
each year of assessment is payable in four 
inétalments on the 15th December in the 
year Preceding the year of assessment, on 
the 15th March, 15th June .and 15th Sep- 
tember in the year of assessment. (Since it 
is expected that the precise amount of the 
chargeable income of the year preceding 
the year of assessment may not be knoWn 
until after the 15th March in the year of 
assessment, the instalments payable for the 
two first quarters are to be based on the 
tax paid} for the previous year of assess- 

ment). 

3. All Withholding Taxes (other than 
P.A.Y.E. withholdings from employees’ 
emoluments) are to be paid over by the 
Withholder to the Commissioner of Inland 
Revenue Within twenty-eight days of the 
date of the withholding. 
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, 
2. Lieferung soeben erschienen: 

Flick - Wassermeyer - Becker 

Kommentar 
zum 
Aussenstieuer- 
gesetz 
Von Reclaim/71041: Dr. Ham Flick, Fae/mn- 
walt fit'r Stet/errec/at, Oberregierungxmt Dr. 
Franz Wailermeyer and Rechtmnwalt Hel- ‘ 

mat Becker, Pacbmwalt fiir Steuerrecbt. 
Unter Beteiligung der Handelxéammer 
Deutxc/aland-Sc/aweiz. Loseblattauxgczbe z.Zt. 
‘630 Seiten Lexiéonfarmat, 1'72 Sammelein— 
band 96,—— DM. ISBN 3504 26000 9 

Aus einer Besprechung: 
‘ 

,,Die Kommentierung gibt dem Leser 
- eine ausgezeichnet‘e‘ Orientierung fiber die

I 

Entstehungsgeschichte, allgemeinen Inhalt 
und spezielle Fragen der Vorschriften des

‘ 

AStG, 
— eine vexstfindliche Erlfiuterung, 
— Einblick in die unterschiedlichen Mei- 

nungen in der Literatur, 
— Informationen fiber die Behandlung ver- 

gl‘eichbarer Fragen durcfi die Rechtspge- 
Chung (z.B. bei Berichtigung von Ein- 
ki’mften), 

— Einblick in die Méglichkeiten der Ermes- 
sensausiibung durch die Finanzverwal- 
tung,‘ 

— Hinweise auf Regelungen in anderen 
Staaten, die dem AStG iihnlich sind, 

—- cine Vielzahl von praktischen ‘Beispielen, 
— Hinweise auf Mihgél des Aussensteuer— 

refOrmgesetzes, 
— Lésungsvorschléige fiir praktische Pro- 

bleme‘, 

. 

. insgesamt stellt der Kommentar von 
Flick-Wassermeyer-Becker ein ganz hervor- 
ragendes’ Werk dar, ohne das Theorie- und 
Praxis nic’ht auskommen werden.“ 

WP. Imd Stb..Dr. Ger/94rd Haas in 
,,Die steuerlic/Je Betriebxpriifung“ 

Verlag Dr. Otto Schmidt KG 
K6111 - Marienburg 

463



I 

DOCUMENTS * * * 

FRANCE 
Modernisatién des Bases de la fiscalité directe locale (Projet de loi) 

Le produit des contributions directes loca- 
les a atteint 19,8 milliards de F en 1972 et 
:eprésente actuellement plus de 60% ‘de 
l’ensemble des ressources fi'scales des dé-: 

partements et des communes. 
La croissance de ces impéts locaux a.sou— 
l-igné 1e Vieillissement et l’inadaptation des 
bases d’imposition, mais la refonte de la] 
fiscalité locale, dont 1e principe avait été 
posé par l’Ordonnance n. 59-108 du 7 jan- 
vier 1959 restait néanmoins subordonnée: 
2‘1 19. détermination de nouvelles valeurs lo- 
catives devant servi}: 2‘1 l’a'ssiette des taxes, 
dont la création a été prévue. 
La Loi n. 68-108 du 2 février 1968 en a 
fixé la premiére étape, c’est-é-dire les con: 
ditions dans lesquelles devait étre réalisée‘ 
gette révision, aujo'urd’hui. en ‘Voié d’aché-,, 
vement. . 

Il reste, 2‘1 définir les modalités de l’incor- 
Poration' des résultats de ‘cette mise ‘é‘jour 
dans les bases de ‘l’impét. 
Tel est l’objet du «projet de Loi portant: 
modernisation des bases de la fiscalité di- 
recte locale» qui vient d’étre déposé devant 
1e Parlement. '

' 

Une .note'd’information du Mini‘stére de; 
l’Economie et des Finances, ci-aprés repro-l 
duite, a commenté sommaire‘ment les prin- 
pipales dispositions de ce texte aprés avoir 
fappelé les grandes lignes du systéme actuel‘ 
ainsi que les aspects ,fondamentaux de la 
réfoxme. 

I. — LA FISCALI-TE LOCALE ACTUELLE 
ET LA REF’ORME ENTREPRISE 

Le systéme des impéts directs Apergus au‘ 

profit des collectivités locales est encore 
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constitué actuellement Par les quatre 
«anciennes contributions directes» les 
«quatre vieilles» — auxquell'es s’ajoutent 
diverses taxes annexes. 
I1 s’agit donc ess’éntiellement de: — la contribution, fontz'e‘re dei propriéié: 
ba‘tiex, acquittée par les propriétaires 'des 

constructions (fmmeubles, appartements, 
maisons, usines, Iocaux .commerciaux, etc); 
—— la contribzztz'on famiére de; propriété: 
non batiex, supportée par les propriétaires 
de terres; 
—— [a conflibufion mokilz’ére‘, 51' la charge 
xdES occupants de locaux d’habitation, qu’ils 
soient propriétaires ou locatai'res; — [4 contribution day patentes, 2‘1 laquelle 
sont assujetties les personnes ph'ysiques‘ ou 
morales qui ‘exercent une activité indus- 
.trielle ou commerciale ou une Profession 
libérale. 

A. —— U n Jystéme vieillz' ne permeflmt p4; 
zme répczrtz'tz'on Jdtilfdijflflfe tie 
l’impé‘t 

les.bases de ces anciennes contributions, 
constituées «d’indices extérieurS» aisément 
identifiables repxésententen principe, soit 
1e revenu directement attaché £1 la pro- 
priété de terrains ou de constructions, soit 
celui dont té'moigne la jouissance d’un Vap; 
partement, soit encore 1e produit qu’est 
susceptible de procurer l’exercice d’uné ac- 
tivité professionnelle. 
Bien qu’elles procédent d’une philosophic 
commune, les quatre taxes‘ sont trés dif; 
férentes et‘la détermination des bases dfi'm- 
position ne s’effectue pas- en' fonction des 
mémes critéres:~ i1 en résulte ainsi unie 
premiére source d’iniquité; 
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1. —— La contribution fomiére 
d'es ‘propriété: [7472.95 

Cette contribution ‘est' 'établie annuellement 
sur 'l'és PrOpriété’s biti'es situées en France.- 
Elle frappe les constructions ,présentant 1e 
caract‘ére de véritables Bét’iments, ainsi que 
cettains éléments assimilés 2‘1- ces construc- 
tions en vertu d’une d‘ispo's'i't‘ion expres‘se 
de la; loi. ‘ 

Pqur‘ des raisoris- d’intér‘é't public bu d’uti- 
lité gé'néra-le, certaines .propriétés, bénéfi- 
c'ient d"EXemPtiofis permanent'es (rimmEuv- 
bles publics, ‘bfitimegts’ affectés "21 usage 
agricole, édifites Culturels ou tempo- 
raire’s (exonér’atién pendant quinze ans 
réservée Par'la l‘oi du 31 décembre 1972 
aux logements neufs répondant aux normes 
Ides 

La valeur l’ocative est‘ déterminéc 'soit au- 

moyen des baux 'et locations verbales (im- 
meubles -lofiés), soit .pai comparaison ou 
par voie d’apptéciatibn directe (immen- 
bles‘ non loués). Sauf le droit ‘de ‘ré'clama- 
fion ouvert 2‘1 l’issue .de chaque ‘révision, 

elle reste imrnuable dansr Tintervallev de 
deux :évisions successiyes. Toutefois, par 
dérogation‘ £1 ce principe‘, Selle- peut’ étfe 
modifiéc: en cas de déprérciation de 1’im- 
meub‘le 2‘1 la suite de circonstances excep- 
tionnelles.

7 

1 Le reVenu cadastral sert de base d’imposi- 
tion aux propriétés, ba’ities: il est égal a la 
valeur locatiVe de -ces propriétés, sous dé- 
duction d’un abattement forfaitairede 570% 
représentant les frais de gestion, d’assu- 
rance, d’amortissement 'et d’ejntretien. 

La contribution fonciére des proPriétés, 
bfities est établiedans‘ la commune 0121 sent 
situées les ,propriétés sofimises .51 l’impét. 
Le débiteur' légal er‘r est le Prqpriétaire de 
l’immeuble au 1er jarivier de l’année d’im- 
position. Certaines Personnes‘ figées et de 
cofrditibn modeste ‘sont? dégrevées .d’:o£f1'ce 

de cette contribution Pour leur habitation 
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principale; -
, 

L4 valezzr locative dite‘ «wadmtmle», déte’r- 

minée ljors de ré'vis‘ions périodiques géné- 
rales des évaluations, et qui constitue. la 
base .de: cette taxe, reJte immuczble £23472: 

l’intervalle d2 dew: réw'Jz'om, sous dréservc' 
des changemcnts affectédt 1a consistance- 
des ibiens. ‘ 

V

‘ 

Mais .ces révisions n’Ont pratiquement "ja- 
mais .Pu étre ‘effectuées Selon ‘les‘ Périodici- 
tés Prévues. 

I 

r
A 

Ainsi, pour le: fiiiopriétéx kfitiey, les valeur-s 
locatives cadastrales résjultent‘ de la; révision 
de 1945 qui a été opérée -d’apr’és‘ les lloyer‘s. 
‘existants an 1‘" 40121: 1939. Encore fauf-il 
signaler qu-’elle fi’a ‘été: compléte que pour 
les immeubles dihabitation et les locaux 2‘1 

Usage commercial; la val‘eur locative ca- 

dastrale des usines a simplement fait l’objet 
d’une majofiationrforfaitaire':et ,partiell‘e des 
bases antéfieurement fixées et .remontant 
5.‘ 19,25. 

2. —' L4 contribution famiére 
day propriété: mm éfil‘ieL

I 

Cette, contribution est relative aux Propri‘é- 
tés non baties de toute nature .sises en 
France. Certaines. parcelles bénéficient 
'd"une exemption .permanente (propriétés 
publiques, voiés de communication . . .) vou' 

temporaire' (plantations forestiéres; :marais 
desséchés . 

La contribution fonciére des .propriétés no 
bfities est assise sur la.valeur locative des 
parcelles imposables, qui est déterminée 
lors de révisions‘ générales des évaluations. 
La premiére de'ces-r‘évisions a été‘ effectuée 
en‘ 1961 ‘et. ses résultats incorporés .aux 
E6163 d'impéts de 1963; La ‘loi du 22 dé- 
cer’nbre 1967 a-prescrit une scconde nré- 
’v-ision Ides évaluations, qui' 9. 'été conduite 
selor'l une .procédure 'simplifiée; 
La valeur' locative de chaque parcelle est 
fixée d’aprés un tarif d’éva'luation établi 
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FISCALITE DIRECTE LOCALE 

dans chaque commune —- par nature de 
culture et, le cas échéant, par claSSe, ces 
classes correspondant 5. la qualité de la 
terre. Sauf 1e droit de contestatiOn ouvert 
aux contribuabl‘es aprés la mise en recou- 
vrement des deux premiers r6165 suivant la 
mise en application des résultats d’un'e ré- 
vision, les évaluations demeurent fixes dans 
l’intervalle de deux révisions successives. Il 
n’en est autrement, de maniére exception- 
nelle, qu’en cas de changement de nature 
de culture n’ayant pas -un caractére tempo- 
raire ou de dépréciation notable et durable 
des propriétés résultant d’événements im- 
prévus indépendants de la volonté du pro- 
priétaire et.affectant le fonds méme du 
terrain. 
La base d’irnposition est le revenu cadastral 
qui est égal‘ :21 la valeur locative diminuée 
de 20%. De méme que pour la contribu- 
tion fonciére des propriétés baties, 1e dé- 
biteur légal‘ de I’impét est Ie propriétaire 
au 1er janvier de’ l’année d’imposition. 

3. —- L4 tontrz'bution mobiliére 
Toute personne ayant £1 sa disposition un 
local meublé *—~— qu’elle soit on non pro- 
priétaire du local ou des meubles — est 
soumise £1 cette contribution. Des exemp- 
tions sont prévues en faveur des membres 
du corps diplomatique pour leur résidence 
officielle et, sous certaines conditions, des 
hommes de troupe mariés. 
La 17419 d’z'mposz’tz'on — susceptible de ré- 
vision annuelle —— ext comtz'tzzée p47 1e 
layer matricz'el 9112 ext fixé par la commis- 
Jz'on co‘mmzmale tie; impa‘t; direct; en 
fonttz'orz de 14 miew‘ locative dz; logement 
7m, apprétz'é en primipe d’apre‘y [2 layer 
normal pmtz'qué g2 14 date du 1" .repzfembre 
1948. En réalité, on se référe trés souvent 
é. une date trés antérieure. 
Des abattements pour charges de famille 
sont obligatoirement institués dans les com- 

munes comptant au moins 1000 habitants 
et dans celles oil il est procédé, 51 la de- 
mande des conseils 'municipqux, a un re- 

censement 2‘1 domicile des ‘contribuables. 
Dans ces mémes communes, les conseils 
municipaux peuvent décider la déduction 
d’un abattement 51 la base, dit abattement 
pour miriimurn de oer. 
La contribution mobiliére est également 
sournise au principe de l’annualité de l’im- 
pét, c’est-é-dire qu’elle est due pour l’année 
entiére d’gprés Ia situation constatée 'au 1er 
janvier de l’année d’imposit‘ion._ 
Des dégrévements de cette contribution 
sont accordés, sous certaines conditions, 
aux personnes figées et de condition mo- 
deste. 

4. —~ L4 contribution d6! patente: 
Chaque personne physique ou morale qui 
exerce, 231 titre habituel et pour. son propre 
compte, un commerce, une industrie ou une 
profession non compris dans les exceptions 
prévues par la loi, est assujettie 2‘1 19. contri- 
bution des patentes. 
Les principales exemptions concernent les 
salariés, les agriculteurs, les artisans n’em- 
ployant pas d’ouvriers, les artistes... 
La contribution des patentes comporte un 
droit dit «fixe» et un droit dit «Proportion- 
I161». 

Le droit «'fixe» .est fonction, Pour chaque 
établissement, de l’activité exercée et de 
divers autres éléments, essentiellement 1e 
nombre de salariés. 
Le droit «proportionnel» est une fraction 
de la valeur Iocative des locaux servant z‘i 

l’exercice de la profession et, éventuelle- 
ment, de ceIIe de l’outillage mis en oeuvre 
(étabh'ssements industriels). Exception 
faite des dates de référence (salon 'le cats, 

31 décembre 1947 on 1er septembre 1948), 
'les régles‘ d’évaluation de la valeur locative‘ 
sorit sensiblement identiques £1 celles utili~ 

466 Bulletin Vol. XXVII, November/hovembre no. 11, 1973



sées pour la contribution fondére des pro~ 
priétés bfities. 
Les droits «fixe» et «proportionnel» cor- 

respondant aux diverses professions sont 
réglés conformément '2). un tarif annexé au 
code 'général des impéts, dont la mise £1 

jour est assurée par une commission per- 
manente nationale. Cette commission s’ef- 

force d‘e faire en sorfe que la charge de 
patente représente, d’une profession é. 

Fautre, une part relativement constante du 
profit moyen. Mais, en raison du vieillisse- 
ment du tarif, cet objectif n’est pas .xéelle- 
ment atteint; 
La= contribution des Patentes —- dont 1e: 
[/4565 30m: re’w'sée: annuallemem —— zest due 
Pour 1’,année"entiére, Par tous les patent- 
ables 'exergant‘ leiir activité au 19‘ jan‘vier 

_de l’année d’impositic‘m. Ce principe com- 
porte toutefois des dérogations, (début d’ac- 
tivité ou fermeture d’établissement en cours 
d’année, transfert de droits en cas de ces- 
sion d’établissement. . .). 

Pour les enfireprises miniéres, la patente est 
remplacée Par la redevance (départemen- 
tale et communale) des mines qui porte 
chaque année sur Ie tonnage net des pro- 
duits’ extraits au cours de l’année précé— 
dehte. Les taux varient Sui'vant 1a nature 
de ces prodfiits. 
En défz'm'tive, 'Ze JyJIémé en w'gzzezzr 72’t 
ply; a} méme, en misw tam de [a diyparité 
die 14 complexité d9: re‘gle: d’e‘mlwztion 
que dz; oieilliuement ale; base: d’imposi- 
tidn, de permettré .zme répartiiion mtz'xfai- 
mmfie de la 'cbarge finale non .reulement 
entre la: différente; catégorz'e: 'de contri- 

buablex, mai: azmz‘ entre les redgvalzle: 
dim méme impo‘t. 

B: ‘— Le: objectif: de la réforme 
de la fixmlz'té‘ direct-e locale 

La réfor’me de 14 fismlz'té directe‘. locale 
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telle qu’elle a été décidée par l’Ordonnance 
du 7 janvier 1959 vixe essentiallement, a 
partir de bane: actualixéex at miezzx adap- 
téey, 4‘ émblz'r zme meilleui'e répartz'tz'ofl de 
l’impo‘zf .revemmt c2 zme Collectiw'té. 
II 's’agit fondamentalement ‘de répaxtir l’im- 
pét d’une maniére plus équitable et plus 
juste. 
L’Ordonnance de 1959 a zemplacé les 

quatre anciennes contributions directes par 
quatre nouvelles taxes relatives aux mémes 
catégories de contribuables. Ce sont: — la taxe fomiére de: propriété; béiz'ey; 

~— 14 taxe fomz'ére 4e; propriétéx non 
bétz'es; -

' 

~— 14 Mace d’babz‘tatz'on, remplagant la'con- 
tribution mobiliére; — et 14 taxe professionnelle, remplagant 
la .patente. 
En outre, la~ plupart des taxes annexes aux 
anciennes Contributions sent supprimées, 
seules‘ devant subsister cellesv qui représen— 
tent 1a rémunération d’un service rendu 
(taxe d‘enlévement des ordures ménagétes 
et taxe debalayage). 
En fait, le nouveau systéme ne subit Pas 
de modifications Profondes dams sa struc- 
ture, mais il s’éloigne deg «quatre vieilles» 
en ce qui concerne les bases d’imposition. 
La mise en oeuvre de cette réforme impli- 
quait donc @u préalable, la révision géné— 
tale des évaluations fonciézes qui en four- 
nit 16 support technique. 

6- — Le: opérniom ole la ré’uz'xion 
de: ‘64e d’z’m’pon’tiozz 

L’ordonnance de 1959 posait 1e Principe‘de 
l’unicité d’assiette en vertu duquel les 

guatre nozwellex taxes :erom‘ Mute! d'e’ter» 
minéey d’czprés [er valezm location fon- 
rz‘ére: au lieu de reposer sur‘ des bases 
hétérogénes et disparities. II était donc ne’- 
cessaire d’actualiser ces évaluations et pour 
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cela de-fixer unedate de référence unique; 
C’est ce qui a été entrepris‘ et mené é. 

bien par la révision générale dés évalua- 
tions fonciéres Prévue par la loi du 2 fé- 
vrier 1968 et la décret du 28 novembre 
1969, qui a retenu Ie 1er janvier 1970 
comme date de référence. . 

L’ampleur de la téche entreprise a conduit 
a étaler Ces opérations sur Plusieurs années. 
_Ces travaux out, 'en effet, porté sut 20 
millions de ,logements auxquels i1 faut 
ajouter 2 millions de locaux commerciaux 
et 200.000 établissements industriels. 
TOutes les évaluations ont été arrétées au 
terms d’une procédure longue et minuti- 
euse menée de concert avec les élus locaux. 
Ains'i, la valeur locative cadastrale des 
locaux d’habit‘ation, établie £1 partir des- dé- 
clarations‘ fournies par les propriétaires, a 
été calculée, dans chaq‘ue commune, par 
comparaison avec les 'loyers réellement pra- 
tiqués dans un échantillon de locaux res 
présentatifs préalablement constitué. La 
participation active des Cbmmissions com- 
munales aux travaux de la révision garan- 
t‘issait l'e respect des intéréts‘des Collectivi- 
tés‘ locales et des contribuables. 
Parallélement, une révision simplifiée des 
évaluati‘ons des propriétés non baties, con- 
sistant en: une actualisatiOn 2‘). la méme date 
du 15-1” janvier 1970 des bases résultant de 
la révision de 196-1 a été enfrepris’ef ' 

Il est essentiel de noter, qu’é. terme, de tels 
travaux seraient vains si toutes les pré- 
cautxons‘ n’étaient pas prises pour assurer, 
ce qui n’a pratiquement jamais été le cas 
‘dans le pa'ssé, une Périodicité réguliére des 
révisions. Le recours aux techniques. mo- 
dernes de gestion et nofammenf 2‘; 'l’i'nfor: 

matique,‘ doit permettre d’atteindre cet ob- 
jectif. ,Les conditions matérielles 'nécessaires 
ont ainsi été réunies Pour éviter que l’in; 
corporation des résultats de la révision he 
constitue que la '«justice- d’un moment». 
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II. — LES DISPOSITIONSJGENERALES 
DU PRO JET 

La technicité de ce texte n’a pfi étre évitée 
dés lots qu’il fallait établir la compatibilité 
entre un systéme ancien dont une partie, 
importante est conservée et un systéme 
nofiveau. ~ 

En second lieu, la participation trés fruc-' 

tueuse des élus locaux 2‘1 toutes les phases 
de la révision, notamment au sein de la 
Commission communale des impéts directs; 
a conduit 51 proposer l’extension des pou- 
voirs d’appréciation confie’s aux Conseils 
municipaux,~notamment en matiéte de dis- 
positions transitoires. ‘ 

Enfin‘, 1'1 a para sage, ainsi que 1’ ordonnan- 
ce de .1959 l’avait partiellement prévu, de 
ménager des étapes d’adaptation suffisam- 
ment souples.‘ - 

A. —- Le: 7729521139: de parz‘ée génémle 

1. —. L4 date d’engfrée en vigueur 
de la re’forme 

0 Le projet de’loi fiXe au 1" janvier 1974, 
14 date d’incorporation dans les réles des 
valeurs locatives qui‘ seront ‘utilisées p_ou_r 
l’assiefte de la taxe famiére Jar 1e: pro- 
priézfé: [752;q et de la Mxe d’lmlaz'tatz'on, la 
méme date étant refenug pour l’incorpp- 
r‘ation, par voie réglementaiie, des' r'és‘ultats 
de la révision-simplifiée applicable a la 
taxe famiére mr 125 propriété1_n0n bétiey. 
6 II n’est Pas possible, en i‘evanche, de pré- 
voir dés maintenant l’application de l’or— 

ddnnance relative 2‘; 1a Mace profgm’o’nnelle 
et 2‘1 ses 'taxes annexes. En effet, 12:} com- 
plexité des problémes soulevés par le rem- 
placement de l’actuelle contribution des 
patentes implique que le Parlernent puisse 
réfléchir sur les conditions et les impli- 
cations de la réforme avant méme que lui 
soit ‘soumis le projet de loi. Un document 
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d’orientation sera remis ‘au préalable aux 
Commissions co‘mpétentes des deux assem- 
blées. 
Ainsi, le projet de loi que le gouvemement~ 
s’est engage a déposer avant.1e lefino- 
vémbre 1973 sur les conditions” de rem- 
placement de la patente Pourra ‘tenir 

Compte des premieres réflexions du Parle- 
ment. ‘ 

Pour 1974, la patente et les taxes annexes 
é vcet impét —’—' notamment 1a contribution 
pour fraisi :de chambres d‘e ‘co‘mmerciie et 
d’industrie, et la taxe Pour frais de cham- 
bre de‘mét‘iers- continueront d’étre: 'as- 

sises selOn les régles actuelles. '

~ 

2‘. ——— La répartz'zfz'on de [a charge finale 
Le projct dc loivne remet pas en cause l’un 
des traits fondamentaux des‘ impéts directs 
locaux: leur caractére d’impéts de réparti— 
tion. Le produit de ces impéts continuera 
d’étre égal aux sommes votées par, les 
autorités locales, seules habilitée’s 2‘1 exercer 
Icé pouvoir qui corréSpond a celui du Par- 
lement en Ce qui conceme le budget de‘ 

I’Etat. - 

En! elle-méni‘e, la raise it ,jour ‘des bases 
d’imposition, Qrganisée par le Projet de 
loi, yflaum dam auczme incidence Jur- la 
progrem‘on. ale l’z’mpo‘zf dam zme callectz'w'te’ 
donnée, at a fortiorz', duczme incidémé 3M 
:4 progrenian awniveazz d9 l’ememble du 
territoz're. C’eJt settlement .c répartition 
rentre contrg'bzzables quz' pozm'a .re tram/er 
modifiée, ' 

a) LEI tramferts de’ In charge finale 
entre les quatre impétur 

o L’adoption des nouvelvles bases d’impo- 
Sition.=pour les taixes fonciéres et la ‘taxe 
d’habitation entrainera- n'écessairément des 
.transferts de’ charge entre les redevables de 
Chacune de ces taxes. 
11 convient donc d’éviter d’d‘j‘outer, '5. ,ces 
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transfgrts ceu;x qui pourraient rés’ulter d’une 
modification de l’équilibge entze les‘ quatre 
contributions; . 

Au surplus, .il n’esf pas possible de tégler 
ce nouvel équilibre avan’t =d’avoi;r arrété les 
grandes Iignes -de l’impé't appelé 2‘1 rem- 
placer 1a patente. C’est 1:0qi 19 pw’wnt 
'projet de 102‘ préwz’t, jzgsqju’é Z’en’trée e72 

figueur de [a 1102' z'mhzumni [4 huge prefer 
Sionnell‘e, de maintenz‘r J4 répartition ac- 

tuell‘e rentre 'Zex différezzt: impo‘tx- 10641226, 

sauf a tenir compte: 
comme par le 'Passé, des variations in- 

tervenues‘ dans la matiéte imposable, I 

'— dc l’incidence de l’exonérat-ion de. la 
taxe fonciére des outillages‘ fixes des~ éta- 
blissements‘ industriels, af-in d’éviter que cet 
allégement ne soit supporté par les autres 
propriétaires fonciers de la commune.

' 

0 Par conséquentz dans’ l’immédiat, cha- 
cune des grandes catégories d‘e' Contribu- 
ables (ménages, propriétaires foncifers, pa- 
tentables) continuera de supporter ‘la méme 
part des charges locales qu’z‘l Présent. 

b) Le; ,tmmferty de [a Marge fia'mle 
42 l’z'ntérz'ezzr d’zm méme WW; 

0 ~I'l’ordonnance de 1959 n’avait pas fixé- 
les mesures propres- a limiter les conséquen- 
ces des transferts de charge 6:1t rede- 
vables. Sans attendre lichéwment complet 
des traveaux de la révision, une enquéte a 
été conduite afin :de idétgrminer 1e sens d‘e 
,l’ampleur des variations Pgév‘isibles, sup prés 
de- 50.000“ Iocaux situés 5. Paris et dans 44 
autres communes d’impoftfances diverges. 
.‘Si des mesures d’adaptation sont, souhait- 
ables, elles doivent — sauf £1 devcni‘r con- 
traires 5. l’équité et ,ainsi- miner partiell‘e-

‘ 

ment :lr’obj‘ectif de la révision — demeurer 
limitées. C’eJt po‘urgz’zoz' 1e me’mm'sme d’éta» 
lememf wr‘plmz'ezm mmée; deJlmrz‘azfz'o'm 
les ply; accuséex fie comemera‘ne la taxe’ 
d’babitation. 
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En effet, pour cellé-ci, la réforme entraine- 
ra la substitution des nouvelles valeurs lo- 
catives aux «loyers matriciels» utilisés jus- 
qu’é. présent. U72 e’talement Jam. accordé de 
droit .mr une pérz'ode de ting am, muf dé- 
cz‘xz'on tantraire deJ Comeil; manicz'paux. 
Pour 1974, cette correction sera effec- 
tuée, de maniére 2‘1 ramener les variations 
'des bases d’impOsition en plus en en moins 
par rapport 2‘1 la moyenne, é l’intérieur 
d’une fourchette Gomp'rise entre + 25% et — 10%. 
Pour 1975, 1976 et 1977, la base d’irfi- 

position retenue en 1974 sera progressive- 
ment rapp‘rochée —— Par quart — de la 
nouvell‘e valeur locative issue de la révision 
afin de l’atteindre totalement en 1978. 

B. ~— L’ame’mgement ale: régle: 
d’auz'ette dey nowelle: taxex 

_Un certain nombre de mesures contenues 
da_ns 1e projet de loi ne concernent Pas 
directernent les modalités du passage de 
l’ancien systéme 5. celui prévu par la ré- 

forme. Elles constituent des aménagements 
spécifiques de l’assiette des nouvelles im- 
positions. 

1. —— L’émluatz'on day 10mm: Joumz': 2:14 - 

légixlatz'o-n tie: layerx 
‘La nouvelle valeur locative des locaux d’ha- 
bitation 011 2‘1 usage professionnel est déter— 
minée par compafaison avec la valeur lo- 
cative de I‘ocaux de référence loués libre- 

ment A des conditions de pr‘ix normales, et 
ce, pour assure: l’homogénéité des‘ éfia- 
luations. - 

A

' 

Toutefois, 5011 application aux logements 
‘e'nCOre soumis 2‘1 la réglementation d'es 

loyers édictée par la loi de 1948 aurait p‘u 
conduire 2‘1 impose: leurs propriétaires 5. la 
taxe fonciéte d’aprés une valeur locative 
supérieure au montant annual des loyers 
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effectivemen’t pergus. 
Afin d’éviter cet inconvénient, la valeur 
locative de ces logements ne pourra excédér 
le plus faible des deux chiffres suivants: 
—— 1a valeur locative cadastrale, — ou le montant du loyer au 1" janvier 
1970 affecté d’un coefficient (révisé tous 
les trois ans), tenant compte des augmen- 
tations de loyers intervenues depuis cette 
date. 
Naturellement, les logements qui cesseront, 
aprés le 1er janvier 1974, d’étre soumis 
2‘1 la réglementation de 1948, me pourront 
plus bé’néficier de ce régime spécial et se- 
ront imposés 2‘1 la taxe fondére d’aprés leur 
valeur locative cadastrale. 

2. —— Dex exemption: temporaire: en 
matie‘re ale Mxe foncie‘re mr la: 
propriété: 72072 mm 

Divérses eXonémtion’s temporaires de cette 
taxe so‘nt prévues en faveur d"es' proprié- 
taires qui modifient la nature de Ieurs 
terrains dans certaines conditions. Ces 
exemptions s’appliquent ainsi aux terrains 
ensemencés, plantés ou replamtés_ en bois, 
aux m’arais desséchés, aux terres incultes 
ou en friche depuisquinz‘e ans et plantées 
en arbres fruitiers ou r‘nises en culture. . 

Saris re‘r‘nettre en cause 1e principe de ces 
exonérations, 1e présent projet d'e loi, dans 
l’intér'ét des finances locales, pré‘voit d’en 
aménager l’importance et la durée.‘ 
Les exonérations accordées avant le 1er 

janvier 1974, selon 1a réglementation an~ 
cierme, ne seront pas realises en question. 

3. —— Les memrey affecttmt 
[a Mace d’babz'tatz‘on 

o Sous le régime actuel, le loyer matriciel 
servant de base 2‘1 la contribution mobiliére 
est diminué: — d’un abattement obligatoire pour Char- 
ges de famille, 
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—— d’un abattement facultatif, £1 titre de 
minimum de loyer. 
Mais ces abattem‘ents ne peuvent étre pra- 
tiqués que dans les communes de plus de 
5.00’0 habitants et dans celles 01‘1 il est pro- 
cédé 2‘1 1a demande du conseil 51 um vrecense- 
ment sur place des contribuables. 
.. Il parait souhaitable d’étendre 1e sy- 
‘stéme des abattements 2‘1 l’ensemble du ter- 
ritoite, 1a politique familiale étant une po- 
litique nationale. C’est pourquoi 1e projet 
de loi propose de fixer le taux de I’almtte— 
went pour clmrgex d9 famillex 5.: 

~— 10% de la valeur locative moyenne de 
la commune, pour chacune des deux Pre- 
miéres personnes a charge; 
—— 15% par perSOnne 5. charge 5. partir de 
la troisiéme. 
Par mesure d’harmonisation avec l’abatte- 
ment familial, le projet prévoit un abat- 
tement 5, la base égal 2‘1 10% de la méme 
valeur locative moyenne au titre de mini- 
mum ale layer. Cependant, les communes 
demeurent libres d’instituer ou non ce der- 
ni’er abattement. 
Les abattements Pour charges de'famille 
seront calculés, cornme actuellément, en 
tenant compte 5. la. fois des ascendants 
figés de plus de 70 ans ou infirmes qui 
vivent au foyer du contribuable et des_ 
gnfants a la charge de celui-ci. Quant a 
la notion d’enfant 2‘1 charge retenue, elle 
sera identique é. l’avenir é celle de l’impét 
sur le revenu (i1 s’agit donc notamment 
des enfants mineurs, des enfants figés de 
moins de 25 ans qui poursuivent leurs 
études ou effectuent l‘eur service militaire, 
ainsi que des enfants infirmes, quel que 
éoit 'leur' age). 
Dans le cas of; dams certaines communes 
les abattements actuellement existants se- 

raient supérieurs é ceux institués Par le 
projet de loi, ils pourront étre maintenus 
pendant une période transitoire qui s’a‘ché- 
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vera en 1980. 
Pour l’année 1974, les abattements appli- 
qués en 1973 Seront simplement recon- 
duits aprés avoir été revalorisés en fonction 
de l’augmentation des bases d’imposition. 

4. — Le: dispoxz'tz'om intéremmt 
1e: attire: 154e 

9 La plupart (les taxes annexes dux 
«quafle viez'llex» 107213 Jupprime’ey 
II s’agit notamment de la taxe sur la va- 
leur locative des locaux dfhabitation, de la 
taxe sur le revenu net des propriétés ba’ities, 
de la taxe sur‘ le reveriu net des propriétés 
non bities, de la taxe des prestations, etc. 

Cette simplification nécessaire est d’ailleurs 
sans incidence sur .le produit global des 
impéts, directs‘ l‘ocaux, puisque les taxes 
qui disparaissent en représentent moins de 
0,50%. 
o Par centre, celles d’entre elles qui ont 
une importanCe téelle sont maintenues. II - 

s’agit: 

des taxes annexes a la contribution fon- 
ciére bfitie; ‘ 

La taxe d’enlévement des or‘dures ménagé- 
res et la taxe de balayage correspbndent en 
effet a des services rendus par les munici- 
palités. — des impositions pergies au profit -des 
groupements de communes. 
D’autre part, un certain nombre d’organis— 
mes (budget annexe des prestations sociales 
agricoles, chambres d’agriculture, 

‘ 

'etc.'), 

pergoivent des taxe: finale; oz; parafz'uales 
qui sont calculées d’aprés ‘le fevenu cada- 
stral servant de base 21 la contribution fon~ 
ciére des Propriétés non bati‘es. Des ~décrets

~ 

Kapporteront, £1 compter du 1er janvier' 1974, 
les mesures d’adaptation nécessaires 2‘1 la 
suite de la, ‘révision des évaluations fon- 
ciéres. 

Note d’information du Ministére de l’Economie 
et des Finances d’aofit 1973. 
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legislation. 

Library International Bureau of 
F1scal Documentation no. B 7503 

747-2 

COMPUTATION '01: 1972 CORPORATE FEDERAL 
INCOME TAXES; INCORPORATING TRANSI- 
TIONAL PROVISIONS, 
zfid edition. Published by CCH Canadian Ltd., 
Don Mills (Ont), 1973. 8 + 45 pp., $4.00. 
'This booklet is designed to illustrate, with filled- 
in figures, the calculation of the, 1972 corporate 
tax form and schedules described in the infor- 
mation relating thereto. 
Library Intern‘ational Bureau :of 
Fiscal Documentation no. B 7501 

ONTARIO; SUCCESSION DUTY AND GIFT TAX 
LEGISiATION, ‘ ‘ 

lst edition. Published by CCH Canadian Ltd., 
Don Mills (Ont), 1972. 10 + 69 pp. r. 

Monograph dealing with’the succession duty and 
gift tax legislation in the province Ontario as of 
December 31, 1971. Text of statutes is appended. 
Library International Bugeau of 
Fiscal Documentation no. B 7505 
PREPARING YOUR INCOME TAX RETURNS; 
CANADA AND PROVINCES; 1973 - TAX RE- 
FORM EDITION FOR 1972 TAX RETURNS, 
by ‘R. A. Lachancc, and‘G. D, Eriks, 8th edi- 
tion. Published by CCH Canadian Ltd., Don 
Mills (Ont), 1973. 6 + 266 pp. $ 3.95. Annual 
guide designed for preparing one’s‘ own 1972 
income tax returns. 
Library International Bureau of 
Fiscal Documentation no. B 7445 
QUEBEC; SU§CESSION DUTY AND GIFT TAX 
LEGISLATION, 
lst edition, 1972-73._.Pub1ished by CCH Ca'nadian 
Ltd., Don Mills (Ont), 1972. 10 + 55 pp. 
Monograph dealing with the succession duty and 
gift tax legislation in the province Quebec as of 
-December 31, 1971. Text of statutes is appended. 
Library International Bureau of 
Fiscal Documentation no. B 7502 
SALES TAX GUIDE a CANADA, 1972-19732, 

23rd edition. Published by CCH Canadian Ltd., 
Don Mills (Ont), 1972. 8_+ 968 pp., $ 10.00. 
Guide to the Sales tax in Canada as of October 
15, 1972, in which 'the law, departmental me- 
:moranda; rulings; bulletins and circulars are or- 
gadized and explained. 
Library International Bureau” of 
Fiscal Documentation no. B 7504 
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DEVELOPING COUNTRIES 
TRENDS IN DEVELOPING COUNTRIES... 

" ' 

Published by the World: 'Barilé,’ Waéhihg'tbn, 
1,975. 76 pp.

7 

Tébles and Charts pré'vi‘d‘ing general backg§0und 
information on salient ecog‘gz‘g'ic trends afféctipg 
the developing countries. " 
iigrary International Bureau of 
F1§cal Documentatién no. B 7533 

EEC 
133011? FINANCIER ET FISCAL- EUROPEEN; 
BRBCIS DALLOZ, . . . . 

A 

V .:> 

by -L. Cartou. Published by Dallqz, Paris, 1972. 
‘3s4pp.. '~. ‘ - .».» 
Study of the policy adopted by the E'uropéari 
Economic Community with. respect to capital and 
taxatiorl. C 

Library International Bureau of 
Fiscal Documentation no. ‘B 7497 
GBWERBLICHER RECHTSSCHUIZ: UND UR- 
‘HEBERRECHT 1M EUROPAISCHEN vGEMEINe 
SCHAFTSRECHT, ‘ 

‘ ' 
‘ ‘ 

by H‘. Johannes. 'Schfiftehreihe rRecht def inter; 
natioflail‘en Wirtschaft, 9. Published‘ by I. H. 
SauerTVerlag, Heidelberg, 1975. 94 pp. . 

Monograph- exclusively 'dealing ‘with the- safe: 
guarding of the scope of patent ,rights 'ahd 
related matters Within the member countries-of 
the European Economic Community, illustrated 
from Case law. - 

~

' 

Library International Bureau of .‘».‘.r:-' ' 

Fiscal Documentation no. _B. 7487. 

EUROPE/OE’CD 
MINING AND FISCAL LEGISLATION; 
EXPLORATION FOR3 AND VEXPLOITATI‘ON OF 
QRUDE OIL AND NATURAL GAS 1N THE OECD 
EUROPEAN ARB‘A '.INCLUDING CONTI- 
NENTAL SHELF. ~ ' 

'

- 

Pu‘bli'shhd by OECD,. Pa’ris, 1973. 71 p‘p. ‘$ 3.50. 
Summary-of the administration of, and mining 
'legislation‘ to hydroéarbonsz irlcluding. taxés, 
royalties ,and' fees. 

'
' 

Librauly' In'tle’matiofldl'fiurédu' of 
Fiscal Documentation (10.713 7.524 

FRANCE 1 

I

" 

LAMY FISCAL 
I I

. 

Tome L: Taxes. sun; ilewzhiffte diéfifairesyen'régis- 
trezfientet ‘tim‘bre, taxes Sur ‘I‘es véhicules. Tome

l 
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II: Impéts zd'irz'ects, contrélc, contentiéuxs penali- 
tés, fiscalité 'imr'nobiliére. Published"by Services 
Lanny; Paris, 1975. . 

Annual publication of “Services Lamy” contai- 
11n an explanation of. the French tax legislation. 
Supplements are issued rcgularlyinogder-to keep. 
these two volumes up to date. 
Library International Bureau 'of * 

Fiscal Documentation no. 3 7085/6 

G E R M A N,Y _ . ‘ 

BESTEUERUNG VON" VEREIN, STIFTUNG 'UND 
' KORPERSCHAFT :DES OFFENTLICHEN RECHTS; 
NACH’FRAG, 1973., .. .. ‘ 

by M; Troll. Publis‘l-iéél: by Vet-lag Fr'anz Vahlerfy 
Munich, 1973. 62"pp.r ‘ 

I 

‘ ' 

Supplemeht “1976 brings vup-to-date' ‘thel ba‘sip 

work of 1969 by the author, conteming expldiia‘a 
tions of the taxationmf nonprofit associations, 
institutes and public bodies as well as all‘ related 
aspects.

' 

Lifigary Intemational Bureau of 
FiScél‘ Documentation no: B 5554:; 
DER AUSL‘AENDISCHE AKTIONAR IN, DE‘N'G‘E- 
SETZBNTWURFEN ZUR 'KCRPERSCHAFTSTEUER- 
REFORM, . . 

= 1 > 

. ~ 

by K. Vogel. .Steuergecht im Rechtsstaat, 10. Pu- 
blished by C. ,H.~Beck, Munich, 1975. 1161313., DM 22.50; ‘ 

. 

- 

, 
a - . 

Study of the fixation of rforeign"-sharcholdets, as 
affected by German income tax reform bills with 
emphasis on its national and intgmational-im— 
plications, and 'referencé to the taxation systems 
in other Eurobean countries. 
Library International Bureau 6f ' 

fiscal Documentation no“ B ‘7480
‘ 

DIE' BESTEUERUEIG- DER ‘KAPiTALGESELESCI—IAE- 
TEN; ‘ 

'
- 

by" H: "Weis‘séfxborn. Sgfiiinar. Hanfibue‘h, 'Vol, 
B; ‘edfited ‘by T. Kreppel. Published C.. H. 
Beck Verlag, Munich, 1973. 20 + 2791515., DM 
22.50. 

"I 

> 

4 

’fl' 

Textbook designed 'for the examination'o‘f qt'iali- 

fied tax consultants, explaining the. substance of 
,the corpogat'e income tax. '

' 

Library International Bureah of A

- 

Fi'séiil Documer’ltation ho. B‘ 7494 

DIE BETRIEBSAUFSPALTUNG HANDLE-LS; 
UND STEUERRECHT,‘ __ 

- 

_ .1 , . 

'by G. Brandmuller; Schrifteq des Betriebs-Bea 
raters, ,..47; “Published "by Verlagsgésellschaff 

3"- 
! 

i" 
ll 

/ I u’lfi/ :u 
~~
~



BOOKS 

Recht und Wirtschaft mbH; Heidelberg, 1973. 
131 pp., DM 25;——. 
Monograph dealing with the advantages and dis; 
advantages arising from the division of business 
activities of an existing entity considered from 
legal and taxation points of View. 
Library Internatioqal Bureau of 
Fiscal Documentatxon no. B 7496 

DIE BILANZIERUNGSVORSCHRIF-TEN DES AK- 
TIENGESETZES, 
by E. Littmann. Seminar-Handbuch, Vol. A.; 
edited by T. Kreppel. Published by C. H. Beck 
Vetlag, Munich, 1973. 14 + 179 pp. DM 18.—-. 
Textbook designed for the examination of quali- 
fied tax consultants, explaining the relevant pro- 
visions of Company Law pertaining to- the draf— 
ting of the balance sheet for purposes of taxa— 
tion.. 

Library International Bureau of 
Fiscal Documentation no. B 7493 

DIE ENTWICKLUNG DES BUNDESSTAATLICHEN 
FINANZAUSGLEICHS IN DER BUNDESREPUBL‘IK 
DEUTSCHLAND, 
by W, Heckt. Institut “Finanzen and Steuem”, 
103. Published by Wilhelm Stollfuss Verlag, 
Bonn, 1973. 80 pp., DM 11.—-. 
Monograph stui‘Iy .of the historic development of 
the financial performance for federation and 
member states in the Fedbral Republic of Ger- 
many, viewed from constitutional and practical 
poinfs. 

Library International Bureau of 
Fiscal Documentation no. B 7509 

FINANZGERICHTSORDNUNG 
by D. Ronitz. Seminar HandbuCh, Vol C,; edited 
by T. Kreppel. Published by C. H. Beck Ver- 
lag, Munich, 1973. 16 + 146 pp., DM 1350. 
Textbook designed for the examination of qua- 
lified tax consultants, explaining the performan- 
ce of the tax .cou'rt procedure. 
Library International Bureau of 
Fiscal Documentation no; B 7495 

LEHRBUCH DES ALLGBMEINEN STEUERRECHTS, 
by H. Paulich. 2nd edition. Published by Carl 
Heymanns Verlag KG, Cologne, 1972. 52 + 423 
pp., DM'34.80, 
Second unchanged edition of textbook dealing 
with .the basic principles and general éccepted 
rules under German tax layv, tax penal proce- 
due and other related subjects 'in connection 

474 

with tax law! with reference- to Case law and 
literature. 

Library Internatioqal Bureau of 
Fiscal Documentatlon no. B 7510 

LIQUIDITAT .UND BESTEUERUNG; DER EIN- 
FLUSS DER BESTEUERUNG AUF DIE LIQUIDI— 
TAT UNTER BESONDBRER BER‘UCKSICHTIGUNG 
DER VERMOGEN- UND SCHULDABHKNGIGEN 
STEUERN, 
by H. Kaiser. Annales Universitatis Saraviensis, 
53. Published 'by Carl Heymanns, Cologne, 1971. 
232 1313., DM 27.50. 
Thesis entitled “Liquidity and taxation” analy- 
zing the impact of taxation in connection with 
the liquidity positiog, of an enterprise, with 
emphasis on the taxes chargeable on capital and 
indebtedness. 
Library Internatioq'ai Bureau of 
Fiscal Documentatxoh no. B 7511 

GERMANY/ EASTERN EUROPE 
DIE PRAXIS DES OSTHANDELS, 
by R. Steffens. Verfiffentlichungen des HWA- 
Instituts fiir Wirtschaftsforschung. Published by 
Verlag Weltarchiv, Hamburg, 19713. 138 pp., DM 27.—. 
Monograph providing information on the trade 
betwéen Germany and Eastern European coun- 
t'ries as considered from a practical point of 
view. 
Library International Bureau of 
Fiscal Documentation no. B 7518 

INTERNATIONAL 
PARTNERSHIPS AND JOINT ENTERPiUSES IN 
INTERNATIONAL TAX LAW. 
Cahiers de droit fiscaI international, LVIIIb. 
Published by IFA, Lausanne, 1973. 479 Pp. 
Congress report convened .by the Integnational 
Fiscal Association held in Lauganne 'in 1973, 
containing national contributions on the above- 
mentioned subject, structured in accordante to 
a given scheme for purposes of comparison. Na- 
tional reports by various contributors are the 
following: South Africa - Michael Adcock; Ger- 
many (West) - Karl Koch; Australia - D. C. 
Wilkins; Austria - Robert Halpem; Belgium - 

Jan-Pierre Lagae; Canada - David A. Ward; Den- 
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mark - J. Mazanti-Andetsen; Spain - Manuel 
Marin Arias; United States - Carl Estel II, Paul 
Farbes, Arthur A. _Fede;; France - Gillis Henri 
Dalimier; Israel - Boas Nahir; Italy - Victor 
Uckmar; Netherlands - M. V. M. van Leeuwe; 
Portugal - Diogo Leite de Campos; United King- 
dom - Philip LawtOn; Switzerland - Werrier 
Altorfer; Yugoslavia -'Marijan Hanzekovic. A 
summary of each contribution in English, French, ' 

German and Spanish languages is appended. The 
contribution by the general reporter Alfred 
Philipp is also in the four languages. 
Library International Bureau of 
Fiscal Documentation no. 37489 

THE DEDUCTION FOR BUSINESS EXPENSES AND LOSSES. 
by} W. Popkifi; Tax Technique Handbooks 
N9. 3. Published by Harvard Law School; Cam- 
bridge, 1973. .102 pp., $4.00: 
Monograph providing a description of the ra- 
tionale for income tax rules that are actfially in 
use, rather than ah exploration of income tax 
law in a more ideal sense. The present study 
deals with the deductions for business expenses 
and losses. The handbook is not written with 
any one country in mind, but is designed to 
provide guiding principles and their applications 
on the subject concerned. 
Library International Bureau of 
fiscal Documentation no. B 7474 

THE TAXATION OF ENTERPRISES WITH PER- 
MANENT ESTABLISHMENTS ABROAD; 
Cahiers dc droit fi's’ca‘l international, LVHIa. 
Published by IFA, Lausanne, 1973. 501 pp. 
COngr'ess' report convened by the International 
Fiscal Association held: in Lausanne in 1973, 
containing national contributions of the above- 
mentioned subject structured in accordance to a 
given scheme for purposes' of comparison. Na— 
tional reports by various contributors are the 
following: South Africa - Barry Spitz; Germany 
- A. Ridler; Argentina - Alberto,Rubé’n Lépez; 
Austria - Robert Bechinie; Belgium - André 
Bailleux’; Denmark - Erik Muller; Spain - N211;~ 
ciso Amorés Dorda; United States - Henry B. 
Jordan, 'Jon E. Bi‘Schel, Alan H. Smith; France - 

Nicole Mouillan—Hogberg; Guatemala - Andres 
Liafio; Italy - Rosario Spampinato; Liban - N. 
Thomé; Luxembourg - Georges Faber, Paul Eh- 
mann; Mexico - G. Preciado; Netherlands - N. 
Nobél; Portugal — .Maria de Lourdes 'Correia e 
Val'e; United Kingdom - T. L. Halpem; Swit- 

BIBLIOGRAPHY 

zerland - I. M. Rivier; Uruguay - Ana 'Marié 
Diaz Paulés. A summary of each contribution in 
English, French, German and Spanish languages 
is appended. The contribution by the “general 
reporter Max Beat‘ Ludwig is. also in the four 
languages. 
Library International Bureau of 
Fiscal Documentation no. B 7489 

ITALY 
IMPOSTA COMMUNALE SULL’INCRE‘MENTO, DI 
VALORE DEGLI IMMOBILI. A - 

Published by Banco di Roma, Rome, 1973. 44 
PP» '

- 

Explanation of Decree no. 643 of October 26, 
1972, introducing the capital gains tax with 
respect to real property. 
Library International Bureau of 
Fiscal Documentation no. B 7450 

NETHERLANDS 
DE BELASI‘INGGIDS; GIDS VOOR STUDIE EN 
PRAKTIJK. 
edited by C. J. Sleddering and L. G. Schedler, 
coop. from D. B. Bijl, H. van Dijk, R. Hendriks 
a.o. Published by S. Gouda Quint - D. Brouwer 
8: Zn., Arnhem, 1973. 
Loose leaf designed to provide explanation of 
the Netherlands tax system. The substance and 
performange of each tax law is dealt with for 
purpose of study and practice. The material will 
be supplemented and brought up to date; 
Library International Bureau of 
Fiscal Documentation no. B 7518 
DE NIEUWE STRUCTUUR VAN DE GROTE N.V. 
EN B.V. VENNOOTSCHAPS- EN RECHTSPER- 
SONENRECHT, 
by Grinten, W. C. L. van der, J. M. M. Maeijer, 
S. J. H. Huijben, and A. G. Lubbers. Serie 
monografieén vanwege het Van der Heijden-insti- 
tuut, 9; Published by Kluwer, Deventer, 1973. 
8 + 100 pp., 1‘ 16.—. 
Text of speeches and following debaté of second 
congress convened by. the" Van de}: Heijden— 
Institute at Nijmegen in January, 1973, on the 
new structure of Netherlands corporation law. 
Library International Bureau of 
Fiscal Documentation no. B 7481 
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BOOKS 

FISCAAL MEMO 
Published by Kluwer, Deventer, 1973. 47 pp. 
Pocketbook providing most relevant facts of tax 
laws for practical purposes, including social 
charges. The material is stated as of July 1, 
1973. : 

Library Incarnation-a1 Bureau of 
fiscal Documentatlon no. B 7482 

INKOMSTENBELASTINGASPECTEN VAN DB 0P- 
BRENGST VAN AANDELEN, 
b- J. C. K. W. Bartel. Fiscale monografieén, 29. 
Published by Kluwer, Deventer, 1973. 12 + 276 
PP- 
Thesis on the taxation aspects of income derived 
from shares owned as private property not being 
substantional shareholdings in one company. 
library Internatioqal‘ Bureau 9f 
Fiscal Documentatibn‘ no. B 7517 

PERIODIEKE UITKERINGEN. (ARTIKEL 30 VAN 
DE WET OP DE INKOMSTENBELASTING), 
by J. F. M. Giele and J. W. Van Den Berge, 
lst edition. Fed’s Fiscale Brochures. Published 
by FED, Deventer, 1975. 136 pp. 
Monograph dealing with the‘ taxation aspects of 
annuities and similar payments under the Ne- 
therlands tax law with reference to case law and 
literature.

' 

Library International Bureau of 
Fis’cal Documentation no. B 7485- 

SCHEMATISCH OVERZICHT ‘VAN DE SOCIALE 
' VERZEKERINGSWETTEN; 
by G. Fortanier and J. J. M. Veraart, 25th 
edition. Published by Kluwer, Deventer, 1973, 
12 pp. 
Twenty-fifth edition of the survey chart "provi- 
ding the most relevant information with respect 
to social security laws. 

Library International Bureau of 
Fiscal Documentation no. B 7516 

NETHERLANDS ANTILLES 
TAXATION IN THE NETHERLANDS ANTILLES;

' 

A TENTATW‘E SURVEY. 
2nd edition. Published by Algemene Bank Ne- 

- derland, Amsterdam, .1973; 59 pp. 
Library International Bureau of 
Fiscal Documentation no. B 7428 

NETHERLANDS] - NETHERLANDS ANTILLES 
TAXATfON OF‘ DUTCH AND NETHERLANDS 
ANTILLES FINANCE, HOLDING AND PARTICI- 
PATING COMPANIES, 
3rd. revised edition. Published by the Algemene 
Bank Nederland, Amsterdam, 1973. 39 ,pp. 
Library Internatioqal Bureau of 
Fiscal Documentgtlon no. B 7429 

N O R W A Y 
INTRODUCTION INTO THE SYSTEM OF VALUE 
ADDED TAX IN NORWAY, 
by F. Stranger. 50 + 20 pp. 7 

Including texts of: Act relating to Value-Added 
Tax, of June 9th (as amended by Act of De- 
camber 19th, 1969), and: Act relating to Tax 1 

on Investments, etc, of June 19th, 1969. 
Library International Bugeau‘qf 
Fiscal Documentation no. B 7486 

SOUTH AFRICA 
SILKE ON SOUTH AFRICAN INCOME TAX; 
BEING AN EXPOSITION OF THE LAW, PRAC- 
TICE AND INCIDENCE OF INCOME TAX IN 
SOUTH AFRICA, 
by A. S. Silke. 7th edition. Published by Juta 8: 
Co.,‘ Cape Town, 1972. 26 + 1446 pp. 
This seventh edition brings the work completely 
up-to-date including the Income Tax Act 1972 
and departmental practices, consolidated texts of 
the Income Tax Act 1962 and of double taxa- 
tion agreements conclhded by Séuth Africa are 
appended. 
Library Intgmational Bureau of 
Flscal Documentation no. B 10.379 

SWITZERLAND 
7 UN TERNEHMUN GSKONZEN TRATIONEN ; EINE 
STEUERRECHTLICHE STUDIE, 
by ‘E. Kfinzig. Published by Verlhg Stimpfli & 
Cie, Bern, 19-71. 210 pp., SF:. 28.—-. 
Study of the legal anci income taxation aspects 
of mergers and similar, performances (e.g. be- 
tween private and public entities and between 
two private entities) viewed fgom federal and 
cantonal Swiss legislation. It is designed to 
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supplement the 1970 special report iSsued on 
the same subject. 
Library Inte'mational Bureau of 
Fiscal Documentation 110. B 7475 

UNITED KINGDOM 
BUTTERWORTHS DIGEST OF TAX CA‘SES 19741- 

1972. 

Published by Butterworths, London, 1973. 16 + 
45 pp. 
Reprinted from the English and Empire Digest 
1973 Cumulative Supplement. 
Library International Bureau of 
Fxscal Documqntation no. B 7411 

GOVERNMENT SUPPORT FOR INFRASTRUC- 
TURE. 
Published by the Foreign 8: Commonwealth Of- 
fice. Overseas Development Administration, Lon- 
don, 1973. 4 pp. 
General outline of aid for financing esseritial in- 
frastructute and encouraging British private in- 
vestment in the developingcountries. 
Library International Bureau of 
Fiscal Documentation, no. B 7361 

GOVERNMENT SUPPORT FOR JOINT) VEN- 
TURES. 
Published by the Foreign -& Commonwealth Of- 
fice, Overseas Development Administration, Lon- 
don, 1973. 3 pp. ~ 

General outline of aid to development institu~ 
tions for joint Ventures with British private in- 
vestment in ‘the developing Countries.

7 

Library International Bureau of 
Exscal Documentation no. B 7560 
WHEATCROFT AND WHITEMAN ON CAPITAL 
GAINS TAX, 
by P. G. White-man and D. C. Milne. 2nd edi- 
tion. Published by Sweet 8; Maxwell, London, 
I973. 26 + 376 pp., £ 8.—. '1 

The aim of this book is to provide a complete 
work on capital gains tax, as a companion to 
the works “Whiteman and Wheatcroft on In- 
come Tax and Surtax,” and “The Taxation of 
Companies" by R. M. Bgamwell. The material 
of this work states the law as of March 5, 1973. 
Library International Bureau of 
Fiscal Documentatidn no. B 7476 
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U. S. A. 
FACTS AND FIGURES ‘ON GOVERNMENT FI- 
NANCE, 
17th.biennia1 edition. Published by the Tax 
Foundation, New York, 1975. 288 pp.,, $4.50. 
Compilation of data on governmental revenues 
and expenditures. 
Library International Bureau of 
fiscal Documentation no. B‘ 7484 

1973 GUIDEBOOK TO LABOR RELATIONS, 
13th edition. Published by Commerce Clearing 
House, Inc., Chicago, 1973. 398 pp., $7.50. 
Quick reference guide summarizing the general 
principles of labor relations law and the im~ 
portant rules developed under the statutes and 
decisions. 

Library International Bureau of 
Fiscal Documentation no. B 7526 

HAWAII INCOME PATTERNS 1970: CORPORA- 
TIONS. I - 

Published by the Department of Taxation, Ho-‘ 
nolulu, 1973. 4 + 83 pp. 
Annual research report on income patterns of 
corporations doing business in Hawaii, derived 
from data reported on income tax returns, 1970. 
Appended are corporation and small business 
corporation tax returns and instructions. 
Library International Bureau of 
Fiscal Documentation no. B 7527 

HAWAII 
DUALS. 
Published by the Department of. Taxes, Hono- 
lulu, 1975. 6 + 111 pp. 
Annual research report on income patterns of 
individuals in Hawaii, derived from data- re- 
ported on individual income tax returns for 
1970. Appended are individual income tax 16- 
turns and instructions thereto. 

INCOME PATTERNS 1970: INDIVI- 

Library International Bureau of 
Fiscal Documentation no. B 7528 

RESTRICTED STOCK AND STOCK OPTIONS 
UNDER TAX REFORM ACT. 
Published by the Commerce Clearing House, 
Inc., Chicago, 1970. 32' pp., $ 1.50; 
This booklet discusses the new Changes brought 
about by the Tax Reform Act of 1969, which 
curtailed many tax preferences granted to em— 
ployers and employees. 
Library International Bureau of 
Fiscal Documentation no. B 7519 
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BOOKS / LOOSE-LEAF SERVICES 

SECURITY TRANSACTIONS UNDER TAX RE- 
FORM ACT. 
Published by the Commerce Clearing House, 
Inc., Chicago, 1970. 32 pp., 33 1.50. 
This booklet discusses the tax consequences of 
various securities transactions as changed by the 
Tax Reform Act of 1969. 
Library International Bureau of 
Fxscal Documentation no. B 7520 

TAX BREAKS FOR EXPORT INCOME UNDER 
DISC.

“ 

Published by the Commerce Clearing Housc, 
Inc., Chicago, 1972. 127 pp., $3.00. 
Tax Analysis Series. General analysis explaining 
the major operational features of Domestic In- 
ternational Sales Corporations legislation inclu- 
ding clearly identified passages from the Treasury 
Handbook on DISC. The full text of the law 
and the Senate Committee Report is appended. 
Library International Bureau of 
Fiscal Documentation no. B 7521 

LOOSE-LEAF SERVICES 

AUSTRALIA 
AUSTRALIAN CURRENT TAXATION & SERV_ICE, 
July rekase 
Butterworth Co. 

BELGIUM 
FISCALE DOCUMENTATIE VANDEWINCKELE, 
Boek der Barema’s. 
Tome VII, release 17 
E. K. Vandewinckele, Bi'ugge / C. E. D. Samsom 
N.V., Brussel 

BENELUX 
BENELUX PUBLICATIEBLAD, 
release 3 
Staatsuitgeverij, Den Haag 

CANADA 
CANADA TAX LETTER, 
release 205 
Richard de Boo, Ltd., Toronto 

CANADIAN INCOME TAX! 
release 167 ‘ 

Martin L. O’Brien / Butterworth 8: Co., Toronto 
CANADIAN CURRENT TAXI, 
releases 35-37

I 

Butterworth 8: C0,, Toronto 
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ONTARIO TAXATION SERVICE RELEASE, 
release 19 
Richard de Boo, Ltd., Toronto 

DENMARK 
SKATTEBESTEMMELSER 
-— SKATTEBESTEMMELSER, 

release 72 , 

‘

v 

A. S. Skattekartoteket Informationskontor,‘Co- 
penhagen 

E E C 
HANDBOEK VOOR~ DE EUROPESE .GEMEEN— 
SCHAPPEN - 

—- KOMMENTAAR OP‘ H-ET E.E.G.; EURATOM 
EN EGKOS VERDRAG - VERDRAGSTEKSTEN 
EN AANVERWANTE STUKKEN,‘ 
releases 133 and 134 

N.V. Uitgeversrpij. E. E. Kluwer, Deventer 

FRANCE 
BULLETIN DE DOCUMENTATION PRATIQUE 
DE TAXES SUR LE CHIFFRE D’AFFAIRES ET 
CONTRIBUTIONS INDIRECTES, 
June release

I 
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ARTICLES ' 4 4 
*V 

JOSEPH A. PECHMAN *2 

INTERNATIONAL TRENDS IN THE DISTRIBUTION 
OF TAX BURDENS: 

IMPLICATIONS FOR TAXPOLIGY 
This paper reports 011 the results of a n'ew 
Brookings study, which Mr. Ben Okn'er 
and I have just completed, on the‘ distri- 
bution of tax burdens in the United States. 
The study will be of interest not only for 
its substantive results, but also for its 

methodology. Since the techniques are 
easily transferable, I hope that scholars 
at the Institute for Fiscal Studies and else? 
Where will be encouraged to develop si- 

milar tax burden distributions for other 
vcountriesi Although the study relates Only 
to the United States, I will try to draw 
some inferences from the results about 
trends in the distribution .of tax burdens 
in other countries and then examine the 
implications of these trends for tax policy. 

THE DATA AND CONCEPTS 
In the Past, the incOme distribution data 
available for tax analysis have been 
deficient in two respects: first they did 
not represent the .entire income-receiving 
population and, second, they failed to in- 
clude all the income known to have been 
received by that population. In the United 
States, we have annual information on in- 
come subject .to tax from our federal in- 
dividual tax returns, but the omission of 
people not required to file distorts the 
distribution for those at the bottom of the 
income scale. Our Census Bureau also col- 
lects income information each year from a 
sample of about-50,000 households. But, 
aside from using a different population 
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unit, the Census survey employs an income 
concept that excludes capital gains and 
other important income items. In addition, 
both the tax data and the Census data 
understate incomes in varying degrees and 
therefore cannot be linked with personal 
income and other aggregate income data. 
To remedy the defects of the two sets of 
data, we constructed a new file — called 
the MERGE file —— that combines the 
best information in both sets. In Creating 
this file, information on 30,000 families 
’and single persons included in the 1967 
Survey of Economic Opportunity (SEO) 
.conducted by the Census Bureau for the 
US. Office of Economic Opportunity was 
combined with data from a.fi1e containing 
information from 90,00 federal individual 
income tax returns filed for the year 1966. 
This Was done by estimating the kind of 
tax return that would have been filgd by 
the survey respondents and then, for ‘tax; 

* Director of Economic Studies? the Brookings 
Institution. ‘ 

Address to The Institutg for Fiscal Studies, 
London, England, October 30, 1973. 
The views expressed are those of the author 
and not necessarily those of the officers, trus- 
tees, or other staff members of the Brookings 
Institution. 
The Institute for Fiscal Studies (IFS) is a po- 
litically independent and non-profitmaking body 
formed with the objective of prémoting a deep- 
er understanding of .existing taxes‘ and diffelgent 
fiscal systems. ~

I 

Eurther information may be obtained from 1 Bell 
Yard, London WC2A 21X. 
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filers, by matth'ing each survey unit ("on' 

the basis of major source of income and 
other common characteristics) with a return 
selected from the tax file. For the units 
deemed to be non-filers, the income in- 

formation from the survey was used. For 
the filers, the income information from 
the tax return was used. Since there were 
very few high-income units in the survey 
file, the upper end of the tax file distri- 

bution (returns with income above 
$50,000) was substituted in total for the 
survey distribution. 
Thus, the MERGE file contains 1966 in- 
comes for families who were not in the 
tax-filing Population, as well as the more 
complete — and more accurate —— income 
tax information for higher-income indi- 

viduals. In addition, income information 
in the MERGE file was corrected for non- 
reporting and underreportingr, so that — 
with the appropriate weights applied to 
the sample units — the file accounts for 
the total income (on almost any desired 
definition of income) estimated to have 
been received in the United States in 1966. 
All of this information is available on 
magnetic tape and can be processed quickly 
and efficiently on a high-speed electronic 
computer. The availability of the computer 
technology permitted us to prepare esti- 

mates in the type of detail that was never 
possible with the older data processing 
techniques. 

The income concept used in the study cor- 
responds to an economist’s comprehensive 
definition of income. In addition to the 
incomes earned in the productiOn process — wages; interest, dividends, rents and 
royalties — this concept includes transfer 
Payments and accrued capital gains. Gifts 
and bequests should also be included as 

income under this definition, but these 
were omitted because we know very little 
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‘abOut the distribution of these items among 
families. 
Our income concept corresponds to natio- 
nal income at market Prices rather than at 
)factor costs. This required the inclusiOn of 
indirect taxes as well as direct taxes in 
income. Direct taxes are, of course, 

"automatically included in factor shares. 

Indirect taxes were allocated to individual 
family units in proportion to their shares 
of factor incomes. 1 

Since economists still disagree about the 
incidence of several of the most important 
taxes in the tax system and since we were 
able to use a computer to do the work, we 

‘ 

did not limit ourselves to one View of tax 
incidence. Instead, we prepared estimates 
.on the basis of eight sets of incidence as- 
sumptions that span the range of opinions 
currently held by economists. 
Those who age familiar with the literature 
will recognize that we tried to apply the 
incidence methodology which has deve- 
Joped in recent years under the leadership 
of Richard A. Musgrave and Arnold C. 
Harberger. The distinguishing feature of 
the new methédology is that it Provides a 
consistent framework for the analysis of 
tax incidence, although it has not elimi- 
nated differences of opinion about the in- 
cidence of Particular taxes. According to 
the methodology, the incidence of a tax 
is measured by the reduction of real in- 

comes that results from the imposition of 
that tax. Taxes affect real incomes in either 
or both of two ways: they may reduce the 
incomes of individuals in their roles as 
producers; or they may increase prices ,and 
thus reduce the purchasing power of a 

1. Indirect taxes were distributed on the basis 
of income shares measured at factor costs, on 
the assumption that the use of indirect taxes 
does not alter the distribution of factor incomes. 
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given amOunt of income. The former effect 
is the burden of taxation on the “sources” 
of income; the latter is. the burden on the 
“uses” of income. In practice, it, is often 
the case that the uses side of income can 
be ignored because the expenditure Pat- 
terns of those who are affected by the tax 
are similar, or that the sources of income 
side can be ignored because the tax does 
not change relative prices. 
If all income were consumed, the inciden- 
ce of a proportional income .tax and a 
general consumption tax would be iden- 
tical. In such a case, the twentaxes would 
be borne in proportion to the initial shares 
of each family in total income, and it 

would be meaningless to try to distinguish 
between burdens on the sources and uses 
of income. If' some income is saved, the 
incidence of the two taxes becomes dis- 

tinct. Assuming that the supply of labor 
and of saving is relatively inelastic, the 
proportional income tax is borne in pro- 
.Portion to income (the sources side); and, 
Isince relative prices remain unchanged, a 
general consumption tax is borne in pro- 
portion to consumption (the uses side). 
Even- though income taxes are generally 
progressive and consumption taxes are not 
perfectly general, most economists are sa- 
tisfied that the income tax is primarily a 
burden on the sources of income and a 
general sales tax or a value added tax is a 
:burden on the uses of income. 
gSelectiv‘e excise taxes and partial sales 
.taxes do change relative Prices, thus bur- 
dening those who consume the commo- 
dities subject to tax. But there is no burden 
on the sources side because, on the as- 

sumption that the government manages td 
maintain full employment, any labor or 
:capital that may shift from the taxed in- 
dustries ultimately receives approximately 
1the same income when it is reemployed in 
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the nontaxed industries. (SelectiVe excise 
.taxes and other partial taxes impose “ex- 
cess burdens”, but these are ignored ‘be-. 

cause they are believed to be small and 
are difficult to measure.) ' 

While there is substantial agreement on 
the incidence of the individual “income tax 
and consumption taxes, the‘incidence of 
the other major taxes in modem tax Sys-' 

terns ——- the corporation indome tax, the 
property tax, and Payroll taxes —+ is in- 
considerable dispute. Assuming perfect 
competition, price flexibility, perfept factor 
mobility and inelasticity of the supply of 
flabor and capital, it can be shown that 
these three taxes are borne by the factors 
of the production. 'This means that the 
corporation income tax and the general 
property tax reduce the rate of return on‘ 
capital. in general, 2 and the payroll tax is 
borne entirely by wage earners. On the 
Other hand, to the extent that business 
firms and owners of real estate do not 
operate to maximize Profits and have the 
power to set prices, the corporation income 
tax, the property tax, and the payroll tax 
may be shifted in tle 0': in part to con: 
.sumers. ’ 

‘

‘ 

We do not attempt to settle this dispute 
in our studyi but we do provide enough 
information to permit anybody to come lip 
with a distribution of 'tax burdens on the 
basis of the particular assumptions he 
:prefers. As will soon bg: evidént, the esti- 
mates are instructive not only because of 
"the differences in the distribution_ of. mi 
burdens that arise as a result of making 
different assumptions, but also because of 
some of the similarities as well. 

2. However, practically every economist still be- 
lieves that the property tax on raw land is ca- 
pitalized and falls on owners of land when it is 
imposed or increased; 
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DISTRIBUTION OF TAX BURDENS 

MAJOR FINDINGS 
The differential burdens imposed by the 
various taxes used .in the United States in 
the year 1966 are not very surprising. The 
individual income tax is Progressive over 
virtually the entire income scale, but it 

becomes regressive at the very top, Where 
a substantial proportion of total income is 
not subject to tax. Sales and excises are 
unambiguously regressive throughout the 
entire income scale. Whethe; they are 
borne 'by labor alone or shared with the 
consumer, payroll taxes are progressive up 
1:0 'the maximum taxable earnings 

‘ 

level 
(.15 6,600 in 1966), but regressive beyond 
this ICVel. For the cogporation income tax 
and the property tax, the relative tax 
burdens depend on the'assumptions used. 
On the assumption 'th’at these are taxes on 
owners of property, they are highly pro- 
gressive. If it is assumed that half the 
corporation income tax is a tax on con- 
sumption and that the property tax on 
impgovements is a tax on shelter and con- 
sumption, the progressivity of these taxes 
disappears: the burden of the corporation 
income tax becomes U-shaped (because of 
the ratio of property income to total in: 
come is U-shaped) and the property tax 
becomes regressivg throughout the intome 
scale (because the ratio of total consump- 
tion and housing expenditures to annual 
incomes falls as incomes rise). 
When the effective rates of all these taxes 
hre cqrnbined, the progressive taxes are 
more or less offset by the regressive taxes 
—- and this occurs regardless of the inci- 
dence assumptions used. As a result, the 
'tax system turns out to be virtually pro- 
portional or only slightly Progressive for 
thefvast majority of families in the United 
States. On the average, US. taxes in '1966 
amounted to a little over 25 percent of 
income. There is very little deviation from 
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this average for the broad range of incomes 
between $ 2,000 and $ 30,000, which in- 
cludes 87 percent of all family units. Thus, 
under the most progressive set of assump- 
tions examined in the study, taxes reduce 
inequality (as measured by the Gini co- 
efficient) by less than 5 Percent; under 
the least progressive assumptions, income 
inequality is increased by one-quarter of 
1 percent. 

The only exceptions to the flatness of the 
effective rate curve appear at the very 
bottom and at the very top of the income- 
scale, where the rates rise sharply. The 
high rates for those in the lowest income 
classes are probably not representative of 
the tax burdens they pay over longer pe- 
riods of time than a year, 'because in these 
Classes there is a heavy concentration of 
retired persons and others with temporarily 
low incomes. If income were measured 
over a longer period, the regressivity at 
the bottom of the income distribution 
would be greatly moderated or might even 
flisappear. The very rich pay high taxes 
because a substantial proportion of their

' 

income comes from Property income. But 
the total tax burden at these levels depends 
trucially on the assumed incidence of the 
corporation income and property taxes. 
'If these taxes are regarded as taxes on 
income from capital, the tax burden of 
those with intomes of .112 1,000,000 or more 
approaches 50 Percent, or roughly double 
the rates Paid :by most families. If these 
taxgs are assumed to be shifted in whole 
or in part. to consumers, the tax burden at 
the highest income level is about 30 per- 
cent, or only about 5 percentage points 
more than the effective rates paid by most 
families. 

In addition to differences that arise because 
of differences in incidence assumptions, 
there are substantial variations in tax rates 
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among various economic and demographic 
groups in the Population that are due to 
the structural features of the US. tax 
system. For example, homeowners pay 
lower taxes than renters, urban residents 
pay lower taxes than residents of rural- 

farm areas, and married couples pay loWer 
taxes than single people. 
Perhaps the mast interesting calculation 
we were able to make on the' basis of the 
MERGE file was to estimate the relative 
tax burdens imposed-on income from labor 
and capital. As might be expected, income 
(from capital beats a. much heavier tax bur- 
den than income from labor if the corpo- 
ration ‘income tax and the property tax are 
assumed to be taXes on capital. On these 
assumptions, the avezage tax rate was 33 
"percent on income from capital compared 
with about 17.5 percent for income from 
labour. But the difference is narrowed con- 
siderably if the corporation income and 
property taxes are assumed to be paid in 
‘whole or in part by cdnsur'ngers. In these 
circumstances, income from capital bears 
an average tax rate of only 21 Percent, 
While labor income bears a tax of 16.0 
Percent. 

TAX BURDENS IN OTHER COUNTRIES 
Although We have not made similar tax 
burden calculations for other countries, it 

is not difficult to infer what the situation 
is on the basis of the distribution of re- 
venue sources. Throughout the 19505 and 
1960s, there has been a trend away from 
.-the use of incomé taxeS‘toward greater 
reliance on consumption taxes, Payroll 

,taxes have always been a much more im- 
portant source of revenue in European 
countries than in the United States, beCause 
European social security and related pro-' 

grams —— which are financed mainly 
through payroll taxes — are more elabogate 
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than the US. system and therefore require 
more revenues. Furthermore, in practically 
every country, allowances and tax credits 

for investment haVe been greatly liberal- 
i’zed in the interest of promoting private 
investment, 'but they have not been finan- 
cedv by raising income tax rates. This 'prac- 
tice has reduced the revenue productivity 
of the corporation income ‘tax almost 
everywhere. 
The result of these trends is that progres- 
sive tax sources now account for much 
less than half of total tax revenues in 
mOSt developed countrics. According to 
recent estimates prepared by the OECD, 3 

only Japanx Australia, and Canada 1:e 
about as heavily as the United States on 
the individual and corpOration income tax- 
es. Except for Sweden and Denmark, con- 
sumption taxes and payroll taxes play a 
much larger role than income taxes in 
Western Europe. In the United Kingdom, 
consumption taxes and payroll taxes ac- 

count, for 47 percent of total tax revenue, 
as compared with only 58 percent in the 
United .States. In- France and’ Italy, where 
it is apparently impractical to levy an 
effective personal income tax, consumption 
taxes and payroll taxes account for more 
'than three-quarters of :total tax revenues. 
Even in Scandinavia, where income taxes 
are relatively high, consumption taxes and 
payroll takes account for about half of 
total févefiues. 
Given these facts, its does not require 
knowledge of higher mathematics to vi- 

éualize the approximate shape of the dis— 
tribution of tax burden in other countries 
by extrapolating from the US. data. In 
Western Europe, the tWo major Sources of 
revenue -— consumption takes and payroll 

3; Rewenue Statixtic: of OECD Member Coun— 
tries, 1968-70 (OECD: Paris), 1972. 
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taxes —— are clearly regressive. Even in the 
United States, where the income taxes are 
more important, they are just barely suf- 
ficiently progressive to offset the regres- 
sivity of the consumption taxes and payroll 
taxes. Moreover, if the corporation tax and- 
the property tax are assumed to be shifted 
to consumers in any substantial degree, the 
US. tax system becomes regressive on ba~ 
lance. It follows that, on the Whole, tax 
systems are not very Progressive anywhere 
in the world. In Canada, Australia, and 
Japan, taxes are probably distributed 
roughly in proportion to income. But, with. 
the possible exception of Denmark and 
Sweden, taxes are regressive in Western 
Europe and, in some of these countries, 
they must be very regressive indeed. 

AGENDA FOR REFORM 
The preceding discussion leads me to the 
conclusion that the objectives of progres- 
sive taxation are honored only in the 
breach throughout the world. Politicians 
find it useful to support progression in 
principle, but then turn to regressive sour- 
ces when new revenue needs arise. There 
is no evidence of a concerted effort any- 
where to improve the personal income tax 
so that it will be an effective instrument 
of progressive taxation. Furthermore, in 
the Search for methods of promoting eco- 
nomic growth, governments seem inevita- 
bly to turn to tax devices that reduce re- 
venues from the progressive sources, but 
have uncertain, if not downright perverse, 
economic effects. In these circumstances, I 
suggest that the time has come for the 
public finance fraternity to make an effort 
to help restore proggessive taxation'to its 

proper place in the hierarchy of national 
objectives. The following are among the 
major revisions that might be_ considered 
for any reform agenda. 
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1. The first order of business should be 
to make the personal income tax a Pro- 
{gressive tax in fact as well as in name. My 
use of the term “progressive” should not 
be interpreted as a synonym for “punitive”. 
Excessively high tax rates on incomes do 
have undesirable effects on work, saving, 
xand investment incentives. They also en- 
courage taxpayers to use legal and some- 
times extra-legal means of avoiding them. 
But there are two sides to this coin. Pro- 
liferation of special tax favors to particular 
‘grOups —- for Whatever reason —- narrows 
the income tax base, which in turn requires 
the use of higher rates to raise needed 
revenues. Taxpayers who cannot take ad- 
vantage of these special provisions find 
that they are paying much higher taxes 
than others with equal incomes, and they 
demand and frequently get equal treat- 

ment. This leads to further erosion of the 
income tax base, which leads to the use of 
regressive tax sOurces when revenue needs 
become urgent. The way out of this di: 
lemma is to reverse the cycle of erosion of 
the income tax base.‘With a comprehen- 
sive definition of income for tax purposes, 
it should be possible to raise needed re- 

venues from the income tax with reason- 
ably moderate ratés. 
Ben Okner and I demonstrated the po- 
tentials of this approach in testimony be- 
fore the US Joint Economic Committee 
last year.4 Using the MERGE file I de- 
scribéd earlier, we calculated the tax base 
for the United States under a definition of 
income that closely approximates what 
economists would call “income”. This 
means full taxation of capital gains, the. 

4. Joseph A. Pechman and Benjamin A. Okner, 
“Individual Income Tax Erosion by Income 
Classes", Economic: of the Federal Sztbxidy 
Programs, U.S. Joint Economic Committee 
(1972), pp. 13—40 (Brookings Reprint 230). 
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'treatment as income of capital gains on 
assets transferred through gifts or be~ 
quests, elimination of all Preferences (such 
as percentage depletion and tax-exempt in~ 
'terest), taxation of imputed income on 
oWned‘hornes, inclusion of transfer pay- 
ments in the tax base, weeding out un— 
necesSary personal deductions, and elimi- 
nation of the tax rate advantages of the 
income splitting provisions. With such a 
tax structure, it would be possible to raise 
the revenues now produced by the personal 
income tax in the United States with tax 
.rates that are 43 Percent lower, on the 
average, than present rates (which begin at 
14 percent and go up to a maximum of 70‘ 

‘ Percent). Actually, we devised five alter- 
native tax rate schedules to meet these spe- 
cifications, no one of which had a maxi- 
mum magginal rate exceeding 50 percent. 

- .Our preferred schedule began at 7 percent 
and rose to a maximum of 44' percent. 
I am not familiar enough with other tax 
systems to be able to make such calcula- 
tions for other countries. But it is evident 
from a cursory examination of present 
practices that income tax erosion is not 
confined to the United States. Most Coun- 
tries still- do not tax capital gains, allow 
deductions of selected items of personal 
saving and of personal expenditures, per~ 
mit income splitting of the equivalent, 
fexclude transfer payments from the tax 
base, and so on. If a determined effort 
were made to use a comprehensive defini- 
tion of income as the'basis for personal 
'income taxation, marginal tax rates could 
be lowered everywhere without affecting 
the revenue potential of the tax. The ad- 
vantage of this approach is that it would 
greatly improve horizontal equity without 
increasing rates to such levels that they 
might impair incentives. It would also 
improve taxpayer morale, which is so vital 
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t6 the success of a modem tax system. 
2. The corporation income tax should not 
be regarded as an ugly appendage -to the 
iax system, as most businessmen and some 
finance ministers View it. Data for the 
United States indicate that, without the 
corporation income tax, the tax system 
‘would lose the tax that contributes most ‘to 
progression in the ‘top brackets. (Even if 
half the co_rpor_ation tax is assumed to be 
.shifted', the other half — which is borne 
mainly by middle- and high-income share- 
holders. or owners of capital in general — 
is still significant.) The corporation in- 

cOme tax is deeded, therefore, ‘to safeguard 
much of the progression the system pos- 
sesses.

' 

It follows that any structural Change that 
reduces the corporation income tax 'sub- I 

stantially also reduces pmgression sub- 
stantially, and this is exactly What has 
happened in most countries. For example, 
the US. corporation income tax rate has 
been reduced only by 4 percentage points 
since 1954. In the interim, depreciation has 
been liberalized twice and a 7 percent in- 
vestment credit has been adopted. The re- 
sult has .been that the .corporat'iOn income 
tax has dropped from 32.8 percerit of 
gross profits '(i.e., profits before capital 
consumption allowances) earned by corpo- 
itations to about 24 pe‘rcent, a reductidn of 
e‘over one quarter in almost two? decades. 
The US. experience is not an isolated one. 
The corporation income tax has been 
whittled away in most developed countries 
during the past two decades; it is now a 
secondary source of income almost every- 
where. I am not aware that this trend has 
been moderated to any significant degree 
by offsetting increases in the tax- burdens 
of those who benefitted from these signi- 
ficant tax reductions. 'In view of these 
developments, I suggest that any additio- 
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nal inroads into the corporation income 
tax — by straight rate reductions, further 
liberalization of investment allowances, 
structural changes to provide relief for 
distributed earnings, or any other such 
devices —— .should be resisted unless they 
are accompanied by structural revisions or 
rate increases that will raise offsetting re- 
Venues from the income classes Where 
these tax reductions are concentrated. 
3. Perhaps the most puzzling feature of 
modem tax systems is the continued ac- 
ceptance of regressive payroll taxation as a 
major source of revenue. The payroll tax 
was originally used in Europe as the basic 
method of financing old-age benefits on 
the principle that the workers were buying 
their own annuities. This idea is doubtless 
responsible for the Widespread acceptance 
of social security; but the insurance analo- 
gy is no longer applicable — if it ever was —~ as social security systems have develop- 
ed. In growing economies, present benefi- 
ciaries receive far larger benefits than the 
taxes they Paid would entitle them to — 
a situation that will continue indefinitely, 
so long as benefits keep pace with the 
rise of wages. Even if the device of a trust 
fund or a special account is used, the Pay- 
roll taxes Paid by the worker are not 
stored up or invested; they are used to 
finance current benefits and sometimes 
even other government outlays. When be- 
nefits provided to people now working 
come due, the funds for their payment will 
be provided out of tax revenues as of that 
future date and not out of the taxes they 
paid earlier. 
Another reason why payroll taxation is 

tolerated is that the tax is usually levied on 
both employers and employees. Even the 
portion that the worker pays is withheld 
frc'nn his pay check, and few countries 
require that a statement of the total tax 
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withheld during the year be furnished to 
the worker. Most economists believe that 
'the burden of the employer tax, as well as 
the employee tax, falls eventually on the 
‘worker (either by substituting for larger 
wage increases or. raising prices). Most 
Workers are not aware that, in one form 
or another, they pay the employer share of_ 
the tax as well as their own. 
At this late stage, I doubt that the Payroll 
tax can be dislodged from its preeminent 
position in social security financing. But 
there is no reason Why' it cannot be trans- 
formed into a much more respectable tax. 
A first step would be to carry over the in- 
come tax concept of a minimum taxable 

(level; There is no reason to suppose that 
individuals and families who are consider- 
ed too poor to pay income taxes have any 
more ability to pay a payroll tax. A second 
step would be to lift the maximum taxable 
earnings level for payroll tax purposes. In

_ 

most cases, the additional taxes that would 
be paid by middle- and high-income earn- 
ers‘Would be enough to pay for the tax 
;now paid by the poor. 
‘4. In less than a decade, the value added 
tax has become the largest single source of 
revenue in Europe. In many countries, the 
4value added tax substituted for turnover 
taxes or other types of consumption taxes 
3that placed unjustifiably heavy "burdens on 
some producers and treated others very 
lightly. In such cases, enactment of the 
value added tax was a great improvement. 
.Moreover, the value added tax is unques- 

‘ ‘tionably an easy tax to coordinate among 
countries that are associated in a common 
market or customs union. 
Despite these advantages, I am not persu- 
aded that the value added tax deserves its 
present popularity. The burden of a. value 
added tax is distributed roughly in the 
same proportions .as a general retail ‘salés 
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tax. Even if food is ~eXempt, the burden of 
such general consumption taxes is regres- 
sive. At the high rates that are used in 
some countries, the value added tax .is 

nothing less than oppressive on families 
in the bottom third of the income distri- 
bution. Granted that value added taxation 
is sometimes useful for reasons of inter- 
national economic policy, steps should be 
taken to lift this burden from those who” 
should not be asked to bear it. 
There is no general consumption tax in ‘the 
United' States at the federal level, but 46 
but of the 50 states have variOus forms of 
retail salcs taxes. To take the sting out of 
the regressivity of these taxes, seven states 
have adopted tax credits against their in- 
dividual taxes for the imputed amount of 
value added tax paid on the first 35 1,000 
or so of consumption for a familiy of four. 
[Refunds are given to- those who do not 
Pay income taxes. Although such credits 

cannot eliminate the regressivity of a gene- 
ral consumption tax, they do help to alle- 
viate the burden of the tax on the poor 
and near poor. The tax credit device is 

more urgently needed in Europe than in 
the United States because European valfle 
added tax rates are much higher than US. 
sales tax rates. 
5. Death taxes are regarded by most eco- 
nomists as a much better instrument of 
redistribution policy than. income taxes be- 
cause they have less adverse effects on 
ihcentives. Nevertheless, the revenue from 

_ 

death taxes is pitifully low in every coun- 
try. Although rates are Progressive and 
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usually reach very high percentages for 
’large amounts of taxable wealth, rich 
people manage to escape paying death tax- 
es on most of their estates through one 
device or another. Gift taxes- are either 
weak or nonexistent; land and other pro- 
perty is undervalued; and, in Anglo-Saxon 
countries, wealth put in trust can escape 
.taxation for several generations. Even if 

the additional revenue were ‘used entirely 
for income tax rate reduction, death and 
{gift tax reform would be well worth the 
effort. 

In summary, in the United "States, taXes 
are essentially proportional for the vast 
)majority of families and therefdre have 
little effect on the distribution of income. 
,‘Since the United States relies most heavily 
on progressive tax sources (perhaps with 
‘the exception of Sweden) tax’es are .pro- 

bably regressive on balance in most other 
countries. The major culprits are the con- 
sumption and payroll times, which are al- 

'most universally the major sources of re- 
Wenue. If there is a will, there are methods 
of improving the progressivity of tax 
systems Without adopting prohibitive tax 
rates. The time has come to pay some 
attention to progression in' the develop- 
ment of tax policy throughout the world. 
The Institute for Fiscal Studies, and or- 

ganizations like it in other countries, can 
make an important contribution to .this 

"objective through their research and 
through their influence on the attitudes of 
policymakers and the public alike; 
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WERALSKI *: 

THE NEW STRUCTURE OF TURNOVER AND INCOME 
TAXES IN POLAND 

I. INTRODUCTION 

i 

‘1. Sphere of Private Economic Activity 
As a result of social, economic and consti- 
tutional transformations which todk’ place 
after the Second World War, :Poland be- 
acame a sO‘cialist country, in which now 
about 80% of the national income Comes 
from the activity of sociali'zed economic 
units (State and Cooperative); Only 20% 
of the national income results from the 
activity of unsocialized (private) enterpri- 
ses and farms. 
Large industry, foreign trade, insurance 
and banking have been socialized. Agricul- 
ture, handicraft, and in 'a more limited 
scope small industry, transportation, build- 
ing, domestic trade and services comprise 
.part of the field of private activity in 
Poland.

' 

2. Taxation of Private Economic Activity 
The share of receipts from private economic 
’activity in the State budget is very minimal. 
It is much smaller than the contribution of 
'this activity to the creation of national in- 
come might suggest. About 87% of budget 
receipts comes from socialized econOmy, 
i.e. cooperative and State owned business, 
the remaining 13% includes 8% coming 

merely 5% caming from taxes and duties 
paid by private ecjonormj‘c units. 1 

The main source of budget receipts coming 
from private economic units, is a land tax, 
which is a basic form of assessment on in- 
dividual and cooperative farms. It .is a tax 
based on estimated gross income. Progres- 

from the incomes of working people and. 
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sive rates are partially applied. This tax is 
Expected to be reformed. in the near future. 
The other private (extraneous to farming) 
economic activity in Poland is liable to 
various forms of taxation,- among which 
turnover tax, income tax and equalizing 
tax, are of the highest importance. 
The turnover tax in Poland is a multi-stage 
tax, paid separately in each turnover stage, 
according to low prOportion‘al rates.2 
The income tax is a schedulax tax and its 
rates are progressive, amounting to 65% 
of the taxed income. The equalizing tax 3 

is paid by natural Persons only. It is a 
superstructure on the income tax and some 
other taxes. Only the excess of the income 
(which remains after the income tax has 
been paid) gvef 96,000 zloties a year is 

liable to this tax. Tax rates are progressive 
and range to 90%. This tax 'too is to be 
reformed in the near future. 
Besides these three main taxes, natural and 

* Professor of the Warsaw University. 
1. Explanation of this phenomenon see: M. 
Weralski, Les bases économiques et sociales des 
recettes budgétaires en Pologne et leurs font- 
tions. Rapport pour le XIX Congrés de l’Insti- 
tut des Finances Publiques (dans “Comparaison 
et Harmonisation des Systé‘mes des Receties Bud- 
gétaires”, York 1966). ‘ 

‘2. The structure of the turnover tax on ‘the 
'units of socialized economy is quite different. 
It is a single-stage tax, characterized by very 
differential rates which depend on the prices 
of given assortment. 
3. Law of December 13, 1957 about the equal; 
‘izing tax, Journal of Laws 1971, 110. 14 item 
140.

' 

497



POLAND: TURNOVER AND INCOME TAXES 
legal persons (unsocialized) pay many 
other taxes, for instance: urban property‘ 
tax, tax on the apartments, 4 tax on the 
acquisition of property rights, 5 stamp du- 
ties 6 and others. All these taxes are, how- 
ever, of small financial importance. 7 
On January lst, 1973, new legislation con- 
cerning turnover and income taxes 8 came 
into force. Its aim is to simplify the rules 
of assessment and collection of taxes, to 
create stabilized conditions for economic 
activity of the discussed units and, in Part- 
icular, for handicraft, which is expected to 
develop Widely under the national social- 
economic plans; 
The presentation. of the new constructions 
of these two taxes is the object of this 
paper. 

II. TURNOVER TAX 

1. Taxable event: and taxpayer: 
The turnover tax in Poland is levied on 
the economic activity within industry, 
trade, services, handicraft, learned profes- 
sions as well as other economic Occupations. 
Both natural and legal persons as well as 
companies not being legal entities are 
liable to the tax. 
Activity is assumed to be economic when 
it is performed in order to render commo- 
dities (real goods and services) in an 
iterative manner to profit by its main or 
secondary gross income sources, even if 
these commodities were rendered once 
only. Especially Within the field of trade, 
even a single act of selling goods purchased 
specially, for sale is understood as economic 
activity liable to the turnover tax. 
Many kinds of economic activity are ex- 
empted, however, the exemptions may be 
classified into five groups. The first group 
of exemptions includes any activity liable 
to the tax on wages and salaries. It should 
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be clearly understood that the sphere of 
the tax on wages and salaries in Poland is 
very wide. 
It includes not only incomes realized from 
employment, but also from various activi- 
ties not connected with any labour rela- 
tions, and especially based on contracts of 
'concrete work or commission, of literary, 
scientific, artistic and journalistic activities — if not connected with the managing in 
enterprise. Taking into consideration that 
the taxation Within the tax on wages and 
£5alaries is more mild than the taxation 
within the framework of turnover and in: 
come taxes, the Wide sphere of economic 
;-activity which is liable to the tax on wages 
and salaries (and consequently not liable 
to the turnover and income taxes) is a 
,rather advantageous solution for the per- 
sons concerned. 
The second group of exemptions from the 

4. These two taxes have been regulated by the 
decree of May 20, 1955 about some local taxes 
and duties, Journal of Laws 1963, no. 16, item 
87 and 1965 no. 46 and 51, items 288 and 316. 
5. Decree of February 3, 1947 about tax on 
acquisition of property rights, Journal of Laws 
1951, no. 9, item 74 and 1971, no. 7, item 77. 
6. Law of December 13, 1957 about stamp 
duty, Journal of Laws 1958 no. 1, item 1; 
1964, no. 41, item 277 and 1972 no. 23, item 
164. 
7. On the tax system in Poland see: 1) M. We- 
talski, Droit financier (dans l'oeuvre cbllective 
“L’Introduction é l’Etude du Droit Polonais”, 
Varsovie 1966), 2) M. Weralski, Les problémes 
de la. fiscalité dans les Etats Socialistes, “Revue 
de Science Financiére" 1969. no. 4; 3). M. We- 
ralski, El Sistema de Ingressos Presupues‘tarios 
en Polonia, “Revista de Derecho Financiero y 
de Hacienda' Publica” 1972, no. 100.

A 

8. Law of December 16, 1972, about turnover 
and income taxes, Journal of Laws no. 55, 
items 338 and 339 and Order of Finance Mi- 
nister of January 11, 1973, Journal of Laws no. 
2, item 17.‘ 
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turnover tax includes economic activity of 
a cultural and social nature (e.g. running 
a library or a boarding school) performed 
by legal Persons which use their receipts 
for educational and cultural Purposes pro; 
vided in‘ bylaws. 
The third group of exemptions includes 
some kinds of economic activities perform- 
ed by natural persons in small. dimensions, 
Le. the casual sale of personally farmed 
products, similarly the sale of fish and 
crayfish of ones own fishing, the retail 

sale at specially designed markets, the sale 
of forest and meadows products (e.g; mush- 
rooms, berries) harvested personally or 
with the help of the closest family mem- 
bers, country coach driving, culturing of 
silkworms, the sale of home made meals, 
folklore output, renting guest chambers or 
bungalows, small personal services and 
Small handicrafts (not taXed but assessed 
on behalf of the budget in a manner that 
will be discussed further). 
The fourth group of exemptions includes 
domestic sale (for zloties) of goods pur- 
chased abroad for foreign currency or pur- 
chased from certain Polish economic units, 
authorized .for a sale for foreign currency 
{and also the domestic sale. of goods ob- 
’tained from abroad as gifts. Concerning 
goods purchased abroad and imported; the 

‘ 

exemption amounts to no more than 1,200 
USA dollars (sale) a year. 
The last group, justified by social reasons, 
includes personal exemptions. It coricems 
aged persons (women over 60 and men 
over 65) and serious invalids who pro- 
duce handicrafts or manage eating- 

houses, i.e. establishments, serving (cheap 
meals, without selling alcohol, within the 
limits provided in the law. 

2. Bane of the tax 
Turnover tax is imposed on the turnover, 
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.i.e.' as a rule, ‘it is levied on the sum due 
- 

(not necessarily the sum received) for de- 
livery of goods and rendering of services 
which fall under the economic activity 
assessed by the tax. The losses caused by 
unrealized liabilities are not deducted from 

".the turnover. Also such expenses born by 
the taxpayer as commission, reward for 
brokerage, transportation costs, or import 
duties are not deducted. Into the turnover, 
however, we do .not include transportation 
and insurance costs and other expenses 
borne on account of the contracting party, 
i.e. the customer. 9

‘ 

In, some exceptiOnal cases, however, real 

payment and not a due sum makes the 
base of turnover tax. It concerns first of‘ 

all, cases of commodities rendered partly, 
when it is impossible to calculate dues fbr 
rendering services in the given period. It 

concerns also learned professions as well 
as some other economic occupations. 
Also in cases regulated by the law, we as- 
sume brokerage (and some other rewards 
for rendering services) as ‘the base of the 
taxation” It concerns first of all, activities 

depending upon agency contracts, or com- 
‘missiOn of brokerage contracts. 

3. Tax Rate: 
'Turnover tax rates are proportional.» They 
are differentiated depending on the type. 
of econOmic activity. They range between 
1% to 30%. 

9. The general rule is that the person who 
delivers the goods bears any transportation and 
insurance costs. If this is ‘the case these costs 
are included in the assessed turnover. However, 
Where these costs are borne by the customer n6 
such inclusion is prescribed: 
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The rate scale is as follows: 

Type of activity Rate 

1. Editorial 1 % 
2. Grocery 2.5% 
3. Other trade 3.5% 
4. Handicraft production 

depending on the number of employed people 3.5% or 4% 
5. Handicraft services 3.5% 
6. Eating-houses without sale of alcohol 2 % 
7. Eating-houses with the sale of alcohol, 

depending on the kind of alcohol sold 3 % or 8% 
8. Hotels 15 % 
9. Medical and nurses services 4 % 

10. Occupations and trade taxed on the base of brokerage 10 % 
11. Artistic, entertainment or sport activity (enterprises) 30 % 
12. Other kinds of economic activity (most importantly 

industrial Production and handicraft) 5 % 
The above rates no‘. 3, 4 and 12 are raised 
to 13.5%, 14.5% or even to 15% if 
luxury goods are. sold, 'such as: precious or 
[semi—precious stones, pearls, ambers, corals, 
precious metals, crystals, marbles, alabaster, 
fine arts Products (excluding those made 
by living artists), Precious furs and exotic 
flowers. 
The Minister of Finance may introduce by 
an order the reduction of rates, or total 
‘or Partial exemptions for personal (tax- 
payer group) or any other kind of activity. 

III. INCOME TAX 

1. Taxable Income 
Income from all sources of gross income 
enumerated below (after deduction of pos- 
sible deficits, which will be discussed fur- 
ther) are subjected to income tax. 
The income tax law mentions the follow- 
ing sources of gross income:

' 

a) economic activity subject to the turn- 
over tax, 
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b) economic activity neither subject to the 
turnover tax nor tax on wages and 
salaries, 

scientific, artistic, literary, journalistic 
and educational activity provided, it is 

not subject to the tax on wages and 
salaries,

. 

real property (excepting farms), 
tenancy (which concerns gross income 
of the ownér), 10 

C) 

d) 
6) 

10. The term “tenancy” denotes in Polish law 
that the owner of the good — whether real or 
personal property —- who rents this good to a 
third person is subject to income tax with res- 
pect to the rentals he receives. Polish law dis- 
tinguishes between the terms “tenancy” and 
“lease”. Tenancy concerns good which may 
yield a Certain profit. The term “lease” is re- 
served for leasing property for one’s own use 
(e.g. an apartment, :1 motor car). 
Note also that income from tenancy can be 
distinguished from income from real property 
in that (i) tenancy may concern also personal 
property and (ii) may also concern farms in 
the case a farm is rented. 
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f) money capital and property rights, 11 
g) sale of tangible. property and property 

rights (except those obtained by the 
seller by means of heritage or testa- 

ment, as well as his personal and house- 
hold effects and fine arts Products, 
books etc.,- provided ‘they were not 
purchased with profit intent, 1‘2) 

h) other sources, such as lease of movables - 

or lease of a part ‘of‘ an apartment, 
gross income from commodities pur- 
chased without any charge (except 
those exempted; see further) and gross 
income from unrevealed sources. 

The following kinds of gross income and 
income are exempted from the income tax. 
First of all joint aggregated income below 
12,000 zloties a year is exempted. It is the 
minimum wholly exempted from the tax. 
SecOndl'y, exempt from income tax are re- 
ceipts subjected to other taxes such as: 
salaries and wages; farm receipts, small 
handicraft receipts and lottery prizes. 
Thirdly, exempted from income tax are 
various kinds of receipts earned from the 
government or from individuals without 
any charge, such' as grants from govern- 
ment funds destined for the development 
of science, culture and arts, prizes, social 
insurances commodities, alimony, heritage, 
or donation. Alsb exempted from the in- 
come tax are subventions‘in behalf of legal 
Persons realizing scientific, educational, 
cultural, religious or Charitable activity. 
.The fourth group of income tax exempt- 
ions includes (as is the case for turnover 
tax) different small receipts from such 
sources as: sale of meals, sale-of finest and 
meadow products, culture of silkwormsf 
.etc. 

The fifth group (as is the case for turn- 
over tax) includes exemption of receipts 
from the sale of goods purchased for fo- 
reign currcency. 
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The last group includes exemptions speci- 
fic to the income tax: interest from depo- 
sits (saving) or from saving bonds (ex- 
cluding deposits connected With someone’s 
economic activity). ' 

2. Taxable Pemom 
Subjected to the income tax are natural and 
legal persons who earn their income from 
the above mentioned sources'. In case that 
both, husband and Wife, earn incbmes, the 
aggregated income is taxed. Inc‘ome earned 
by children and grandchildren is aggrega- 
ted With income of parents (grandparents) 
when the latter have the use of this in- 
come. 
In relation to companies which are not 
legal entities, income of each partner "is 
separately taxed if his share may be proved. 
If? howevgr, such a proof is impossible, 
the Whole burden of taxation i_s borne by 
this partner who had crucial influence on 
the activity of the company. 
Among personal exemptions we may men- 

. tion income tax exemption ‘of legal per- 
sons who are dealing with scientific, edu- 
écational, cultural, religious or charitable 
activities if their profits are destined di- 

rectly for purposes provided for in their 
bylaws. Besides, as is the case for the turn- 
.over tax, exempted from the income tax 
are receipts of old-aged people (women 
over 60 and men over 65) and serious 

11. Money capital income denotes interest from 
loans- and deposits on current accounf, from 
bonds and dividends and other receipts derived 
from}; .shageg‘iquther benefit of legal entities. 
Property rights' fnean here e;g. annuities based 
on aOnation or heritage, copyrights royalties, 
patent royaltiés etc. 

'

. 

12. Property rights are mentioned both under 
f) and g), note, however, that property rights 
under f) (inly denotes income froth such rights! 
Where as g) concerns the sale of such rights. 
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invalids, earned from handicraft or eating- 
houses. 

3. Baye of the Tax 
Income tax is based on schedules. There 
are four different schedules aggregating 
incOme from defined sources of gross-in- 
come. In the framework of each schedule 
we fix separately the yearly income amount 
and tax it according to the appropriate rate 
scale. The structure of these schedules is 

very complicated. 
In the framework of the schedule no. 1 
,We aggregate: 

a) income from eating-houses without 
selling alcohol; 

b) income from handicraft earned by 
craftsmen Performing services in be- 
half of the Population 01: agriculture 
and by other craftsmen provided they 
employ no more than one employee; 

c) income from author’s rights and pa- 
tent rights (on inventions) received by 
the inventors; and

I 

d) income from scientific, artistic, literary, 
journalistic and educational activities 

(provided they are not liable to tax on 
wages and salaries). 

Schedule no. 2 includes: 
'a) income from handicraft earned by 

craftsmen not included in the schedule 
no. 1; 

b) income from eating-houses selling a1- 

cohol; 
c) income from transportation services; 
d) income from economic occupations 

liable to turnover tax (learned Profes- 
sions etc.); and 

6) income from author’s rights obtained 
in the way of heritage 01: testament. 

Income from economic activities liable to 
the turnover tax or exempted from this 

tax, provided it is not included in two 
preceding schedules, is included in sche- 
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dule no. 5. This, is first of all, income 
from commercial or industrial activity and 
from services (beyond eating houses, 
transportation services and handicrafts, 
which are included in the Preceding sche- 
dules). 
Schedule no. 4 includes income from all 

other sources not included in the preceding 
schedules. This is first of all: 
income from real property, tenancy and 
lease, from money capital and property 
rights 13 (not included in the preceding 
schedules and not liable to the tax on 
wages and salaries) and income from sale 
.of fangible property and property rights. T he total income in the framework of each 
schedule is fixed through the aggregation 
of all incomes earned from every source 
belonging to the schedule. From the total 
income there are, however, deducted defi- 
cits (if there are any) from the sources of 
the schedule. For Instance, a taxpayer had 
earned in the framework of schedule no. 1 
income from author’s rights (x) and in- 
come from literary activity (y), but his 
,Eating-house had deficit (2). His income 
taxable in the framework of schedule no. 
1 represents the difference between the 
~sum of incomes from both first sources 
iand the deficit from the third one (X, + 
y — z). The only exception from this rule 
of calculation is the interdiction of de- 
ducting deficits from the sale of tangible 
property and property rights. 
The income tax Law determines principles 
of income (or deficit) calculation .from 
'every source. As income from every sepa- 
rate source, we regard a difference between 
the sum of receipts from this source and 
the costs of earning these receipts. If the 
.costs surpass the sum of receipts there 'is a 
‘deficit.

‘ 

13."See note 11, mpm. 
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Regarded as receipts from one source are 
money 01: the value of goods obtained in 
kind earned from this source. As receipts 
from economic' activities subjected to the 
turnover tax, we regard the turnover. We 
regard as receipts the rent from buildings 
(for buildings exploited without any 
charge we regard the annual. rental value 
as receipts). As receipts from money ca- 
Pital we ragard interest from loans and 
deposits .on current account, interest from 
bands, dividends and other receipts earn- 
ed from the share in benefits of legal Per- 
sons. It is evident that besides the tax- 
ation of companies that are legal persons, 
income tax is assesSed on dividends of each 
partner. Note that interest earned from 
savings is not taxable. 
As costs of earning the receipts (that are 
deducted from receipts) one regards as a 
rule'all expenses aimed at earning receipts.~ 
These costs especially include property 
losses (in so-called fiXed capital) if they 
exceed the assurance indemnity and amor- 
tisation fund. Other losses (in circulating 
capital) as money or stock losses may be 
partly or on thawhole included in the costs 
only in case that they gravely Weaken eco-' 
,nomic capability of the taxpayer. 
Into the costs (that are deducted from re- 
ceipts) one includes also interest from 
loans, economic union dues and contribu- 
tiOns to professional and social unions, 
taxes, duties and assurance contributions 
(excluding income tax and equalizing tax), 
and reserVe funds for irrecoverable liabili- 
ties. Depreciation deductions on fixed ca- 
pital are not included in the costs that are 
deducted from receipts. The Minister of 
Finance is authorized, hoWever, to change 
this latter regulation. 

One does not regard as costs of earning the 
receipts (and consequently one does not 
deduct from the receipts). all the property 
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expenditures (in order to purchase, enlarge 
or improve sources of receipts) whose 
value exceeds 2,000 zloties. The only Ex- 
ception is deduction of such investment 
expenditures, when Calculating income 
from the ’sale of' tangible property and 
property rights. One does not include into 
costs other (than above mentioned) re- 
serve funds, interest from own capital, 
expenditure destined for reimbursement 
of the loans, shareholders shares in bene- 
fits of legal Persons, as well as deductions 
of sale prices granted -to shareholders, gifts, 
execution costs, penalties and fines (ex- 
cluding contract ones), contribution to 
social insurance of the taxpayer, expendi- 
tures of the household of the taxpayer 
and subsistence of his family members (if 
they are not employed in the enterprise 
and the taxpayer does not benefit from 
their income); 

4. Tax Amozmt- 
There is a separate rate scale in the frame- 
work of each schedule. Rates are progres- 
sive. They amount to: 
Schedule no. 1. from 12% to 55% (in- 
come over 360,000 zloties)‘ 

Schedule no. 2; from 15% to 65% (in- 
come over 360,000 zloties) 
Schedule no. 5. from 20% to 65% (in- 
come over 560,000 z‘loties) 

Schedule no; 4. from‘26% to 65% (in- 
come over 210,000 zloties) 
If the taxpayer earns income in the frame- 
work of mine than one schedule, one re- 
fers to the tax rate appropriate to the 
aggregated sum of income. ‘ 

Aggregation of income in the framework 
of all schedules serves only to define the 
right tax rate (not in order to define the 
joint sum of income tax). Income tax is 
calculated separately on the base of in- 
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come in each schedule, and afterwatds 
summed'up. 
The tax amount is raised for single tax- 
payers over 25 without any Children 
(20%) and for married taxpayers Without 
children after two years of marriage 
(10%). Joint amount of income tax should 
not exceed 65% of joint aggregated tax- 
able income. 

IV. SOME SIMPLIFIED FORMS OF 
TAXATION 

.1. Taxation in the Form of Duties 
There‘arge two main simplified forms of 
‘taxation of economic activity: market duty 
and stamp duty. .They both are in reality a 
form of lump-sum tax on turnover and on 
income. People subjected to these duties 

{pay neither turnover tax nor income tax. 
Market duty 14 is levied in the case of 
selling products on markets (especially 
agricultural Products). Duty is levied for 
one day as a lump-sum defined in a duty- 
table. 

- Stamp duty is levied from small handi— 
craft instead of turnover and income taxes. 
This simplified form of taxation affects 

only craftsmen who perform services for 
population or agriculture and do not em- 
ploy any employees (besides family mem- 
bers and apprentices). The order of Min- 
ister of Finance 15 fixes a duty table. The 
amount of duty depends on the kihd of 
handicraft and the locality of the work- 
shop (from .600 to 12,000 zloties a year). 
There are, however, some allowances for 
old-aged people and invalids. 

2. Lump-mm Turnover and Income Tax 
In Poland lump-sum taxation includes a 
very large circle of population. There are 
several forms of lump-sum taxation: so 
called “tax sheet”, contract lump-sum, 
lump-sum o‘n folk and artistic manufacture, 
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cooperative lump-sum and export lump- 
sum. 
Lump-surn taxation in the form of so call- 
ed “tax sheet” is levied on craftsmen who 
perform services for population and agri- 
culture and do not employ more than one 
employee (in several kinds of handicraft — two employees). The family members 
and apprentices are not regarded as em- 
ployees.16 The “tax sheet” amounts from 
1,200 to 50,000 zloties a year, depending 
on the kind of handicraft, locality of the 
workshop and the number of employees. 
Lump-sum is fixed for the period of three 
years by financial authorities on the base 
of application of the craftsman. 
Contract lump-sum is levied on bigger 
handicraft workshops (but as a rule with 
no more than four employees, exceptional- 
ly even 8 employees) and on other econo- 
mic activity, for instance folk and artistic 
manufacture, small trade and transport, 
eating housest hotels, economic activity in 
the field of health, and several kinds of 
services. Contract lump-sum .is fixed for a 
year on the base of application of the tax- 
Payer.

. A specific form of lump—sum turnover and 
income taxes is levied on folk and artistic 
manufacture performed on commission of 
socialized economic units. 17 Lump-sum is 
assessed in percentage from the turnover. 

14. Decree of Ministry Council of June 12, 
1973 about market duty, Journal of Laws no. 
25, item 146. 
15. Order of September 30, 1972 about stamp 
duty from handicraft, Journal of Laws no. 45, 
item 288. 
16. “Tax sheet” and contract lump-sum tax are 
fixed by order of Minister of Finance of De- 
cember 12, 1972, Journal of Laws no. 55, item 
378. 
17. Order of Minister of Finance of January 
11, 1973, Journal of Laws no. 2, item 18. 
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Its amount changes depending on the 
amount of turnover (4% to 15% for the 
'sale of goods and 4% to 25% for ser- 

vices). 
Construction of two other lump-sum taxes 
is similar, although they include not only 
turnover and income taxes but the equal- 
izing tax too. The lump-sum tax is levied: 
a) on Craftsmen performing commodities 
through‘handicraft-cooperatives, 18 and b) 
on handicraft and industrial workshops, 
that perform commodities for export or in 
order to :eplace import. i9 - 

3. 'Tax Allowance: 
Several 'turnover and. income taxpayers 
(handicraft . workshops, production of 
building materials, eating-houses, work- 
shops performing services for population 
and agriculture) who invest their money 
during the period 1971—1975 may bene- 
fit from tax allowances. They are entitled 
to deduct 15% to 35.0% of their invest- 
ment expenditures from tax liabilities 

duiing_'five subsequent years (for small 
handicraft workshops even during ten 
years). 20' 

The newly opened (until 1980) small 
handic‘raft WOIkShOPS‘ and eating-houses 
are entitled- to total turnover and income 
tax exemptions as well as total stamP-duty 
exemption for the period of two or three 
years. 21 ' 

V. 
I TAXATION ON THE FOREIGN 
ECONOMIC ACTIVITY IN POLAND 

The principles of taxation presentecf above 
(chapters II—IV) affect legal and natural 
persons , 

having their residence, seat or 
direction Within. the‘territory‘ of Poland: 
Such pers’ons pay income tax levied on the 
whole of their incdme, nomé‘ttter Whether 
sources of their receipts’are in or o'utsjide 
Poland. 
5%“ 

Lately, Poland has concluded conventions 
with several other countries to avoid double 
taxation. In default of such Conventions, 
natural persons’ incomes coming from 
sources located abroad are exempted from 
income tax, provided such incOmes are 
liable in a foréign country to tax of the 
same kind" and thé foreign country 'respects 
'the principles of reciprocity in relation to 
similar incomes coming from sources lo- 

cated in Poland.
, 

Identical principles of income taxation 
(from the Whole of income no matter 
Where its sourccs are) are ‘valid for all 

natural persons who come to Poland for 
temporary stay over 6 months. However, 
diplomatic representatives,“ consular offi- 

.cials from foreign countries and other per- 
sons with immunity are exempted from 
income tax on income coming from sOurces 
located outside Poland. 1 

Legal and natural persons who haveY in 
Poland neither place of residence; hot 
seat,‘ no: direction, as Well as naturaf per- 
sons who come to Poland for less than 6 
months; who earn in this country income 
liable to income tax, pay income on this 
income only. In case of persons Who come 
to Poland for! less than 6 months we re- 
gard income earned in this ‘countr‘y as the 

18. Order of Minister of Finance of Septembe; 
5, 1968, Journal of Laws no. 36, item 247 and 
no. 5 from 1973, item 32.

' 

19., Order of Minister of Finance of December 
22, 1966, Journal of Laws no; 54, item 326 and 
r'xo. 59 from 1968, item 379.

‘ 

20, Law of November 25, 1970 about invqst; 
meat tax allowances, Journal of Laws no. 29, 
item 246 and no. 1 from 1971, item 1. 

21. Order of Finance Minister of June 5, 1973, 
Journal of Laws no. 24, item 141. About in- 
vestment incentives in Poland see: M. Weralski, 
Les moyens financiers d’action jsur 1e pr0cessds 
d’investissement en Pologne (dams “Rapports 
Polonais présentés au Septiéme Congrés Inter— 
national -de Droi-t Comparé, Varsovie 1966). 

- 

'-/!/i/ ,2: 7/11! II/H/i. Aytiialwh Ii/H 5’51}: 1;; WIN]?~ 
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base of the tax and we apply to it the tax 
rate appropriate to this income, calculated 
in annual ratio. 
Interestingly an exemption from income 
tax is granted to foreign insurance corpo- 
mations earning income from their share in 
Polish insurances. Such income is exempt- 
ed from the income tax provided the prin- 
ciples of reciprocity are observed.

' 

Worth noticing is also the situation of a 
taxpayer who is in economic relationship 
to a person having his seat or place of 
residence abroad. If such a taxpayer so 
arranges his business as to indicate no in- 
come or income smaller than might be 
expected in case the mentioned relation- 
ship did not exist, then the income of such 
a taxpayer is calculated without considering 
the charges resulting from the above re- 
lationship. 
Within the frame of turnover tax the so- 
lution is very simple. Foreign legal entities 
and individual persons having their seat, 
direction or residence Within the territory 
of Poland are subject to turnover tax. Ac- 
‘cording to the above presented principles, 
subject to turnover tax are also legal 
entities and individual persons having their 
place of residence or stay abroad and per- 
forming within the territory of Poland 
economic activities Personally or through 
a representative or an employee, or with 
the help of an establishment or other per- 
manent base maintained in Poland. 
We expect in the near future new legal 
acts regulating the principles of activity of 
enterprises based upon foreign and mixed 
(Polish and foreign) capital. 

Butterworths Tax 
Handbook 1973-74 
Edited by David Roéem of Butterwortlz: 
Editorial $15:s 
Published annually, Butterwartb: Tax Hand~ 
book provides the plain text of the Taxes 
Acts, set out in amended form as operative 
for the current period of assessment. The 
text of the present issue is set out as known 
at 6 August 1973. Section and Schedule 
numbers are conspicuously marked at the 
top of each page, as well as being indexed. 
“In the case of many practitioners it is a 
significant day in each yea: when they 
receive their copies of the new integrated 
reprint of all unrepealed tax legislation... 
This is truly a. unique handbook.” -— 
Taxes 
£4.60 net, pox! free 0406 509883 '

- 

Sergeant on 
Stamp Duties 
Sixth Edition 1972, 
with 1973 Supplement 
General Editors: B. ]. Sims, F.T.I._I., LL.B., 
Solicitor, and E. M. E. Sims, Solititor. Can- 
:ultzmt Editor: A. K. Tamra, LL.B., Saliti- 
tor, an Ambient Solicitor of Inland Reve- 
nae. 
Providing a complete coverage of this dif- 
ficult subject, Sergeant is not only held in 
high repute in the courts but is also used 
regularly in the Stamp Duty Office, This 
new edition contains the texts of all Stamp 
Acts still in force. The Finance Act 1973 
has harmonised existing English duties on 

- companies with practice followed in mem- 
ber states of the BBC. The 1973 Supple- 
ment accordingly includes material on the 
Capital Duty on transactions involving 
“capital companies” which took effect on - 

1 August 1973. 
Complete work: £ 14.00 net (£ 14.45) 

0 406 37029 X 
Supplement only: £3.00 net (£ 3.15) 

' 

o 406 37030 3 
‘ Bracketed price, inclwiye of Japan/J, ap- 

pliex to single copie: ordered from the 
Pablixlzer; by post, Multiple copiex are 
sent at the net publixlaed price. 
BUTTERWORTHS, 
88 Kingsway, London ‘WCZB GAB 
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6% R‘DOCUMENTS , 

* *' 

Propositions de directive en matiére de droits d’accise et d’impositions indirectes 

autres que la T.V.A. 1 

— Resolution —— 
La CONFERENCE PERMANENTE DES 
‘CHAMBRES DE COMMERCE ET D’IN- 
DUSTRIE DE LA COMMUNAUTE 
ECONOMIQUE EUROPEENNE: 
RAPPELANT s_es résolutions antérieures 
sur les acciSes, et en particu‘liér:

I 

— 1a résolution sur' l’harmonisation des 
droits d’accise ou taxes 5 1a consomma- 
tion dans les pays de la Comrhunauté 
Economique Européenne, adoptée “le 

24 avril 1964, a ATHENES; — 1a résolution sur I’harmonisation des 
droits d’accise dans la Communauté 
Economique Européenne, .adoptée 1e 1e: 
décembre 1967, «‘1 BRUXELLES. 

CONSIDERANT‘ l’ensemble des proposi- 
tions de directives du’ Conseil en’matiére 
de d-roits d’accise et impéts indirects autres 
que la T.V.A. et les impositions établies 
par les institutions des Cpmmunautés 
Européennes, 

1. Szzr 1e pri'mz'pe de l’laarmommtion d‘e: 

acciJeJ." 

CONSTATE-z — que la 'spécificité des législations‘ natio- 
nales en matiére de droits d’accise peut 
entrainer, dans c'ertaines circonstances, 

' 
' 

des distorsions de concurrence entre 
les Etats membtes, — que les mesures compensatoires aux 
frontiéres constituent, 16 C215 échéant, 
des entraves '21 la libre circulation intra- 
communautaire des biens et, partant, 
a la réalisation d’-un véritable marché 
commun; 

.— que cette situ'ation plaide en faveut 
d’une harmonisation des droits d’accise 
et que pour pallier précisément ces 
inconvéniénts la Commission a présen— 
té au Conseil des propositions de di- 

rective répondant 5. cet objectif. 
'APPROUVE cet objectif ainsi que la pro- 
cédure Choisie pour assurer l’harmonisation 
des législations nationales dans Ce 'domaine , 

et prévoyant:
' 

—- une premiére étape portant sur la 

structure des accises (base d’imposition, 
exonération, exigibilité, perception, 
mode de contréle), ‘le rapprochement 
des taux s’effectuant dans un deuxiéme 
temps; . — l’obligation pour les Etats qui ~ont l’in- 
tention d’apporter des modifications '21 

leur régime, d’accises d’en aviser pré- 
alablement 1a Commission de fagoné. 
éviter une aggravation des divergences 
des législations nationales, de nature z‘a. 

accroitre les obstacles 2‘1 1a libre circu- 
lation des marchandises 2‘1 l’intérieur de 
la Communauté; ’— l’institution 'd’un Comité des accises 

consulté pour avis sur les modalités 
d’application des directiVes. 

SOULIGNE néanmoins instamment que la 
suppression hautement désirable des fron- 
'tiéres fiscales exige non seulement I’har- 

1. Conférence Permanente des Chambres de 
Commerce at d’Industrie de *la Communauté 
Economique- Européenne. XXXIIIe Assgmblée 
Pléniére, Munich, Ie 29 juin 1973. 
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DOCUMENTS 

.‘mon'isation 'des structures et des taux, mais 
au méme titre l’ingtitution d’un réglement 
financier permettant d’assurer que les re- 
cettes afférentes ne soient pas détoumées ' 

du fisc du pays dans lequel s’effectue la 
consommation et d’éviter ainsi de trans- 
former les impéts '21 1a consommation en 
impéts 2‘1 la production et donc de dénatu- 
rer les droits d’accise; 
ESTIME que ce réglement financier de- 
vrait prévoir que les sommes soient versées 
é. urge caisse commune et- réparties selon 
une clé é convenir, établie judicieusement. 
S’ETONNE par conséquent de constater 
que la proposition de la Commission se 
contente de prévoir l’harmonisation des 
structures et d’annoncer l’harmonisation 
des taux, sans se préoccuper du réglement 
financier sans lequel la réforme proposée 
n’aboutirait pas._é l’effacement des fron— 
tiéres fiscales et demaride que ce réglement 
financier soit établie avant que me soit mise 
en vigueur l’harmonisation des structures 
et des taux. 

SM lei moialz‘té; de l’lmrmom’mtz'bn 

ESTIME NECESSAIRE de‘ définjr les im- 
Péfatifs fondamentaux auxquels devrait 
gbéir I’harmonisation des accisés;

I 

21) Au regard du_mlem{rier 'dex memre: 
,J’barMbflz‘mzfion

I DEMANDE INSTAMMENT que le rap- 
Ppochement des' législ‘ations nationales 
é’opére en la matiére s'elon un schéma Pro- 
g'r'essif quant aux" délais et simple quant 
aux modalités de fagon 2‘1 éviter notam— 
ment: ‘ — que des modifications trop sensibles des 

régles d’imposition de certainsproduits 
. 

de copsommation' courante 'ne suscitent 
‘ 

'des, perturbations sur les maichés'in— 
térieurs; 

508 

b) Au regard-dz; nombre et de [a mature 
4195 active: 

NOTE: — les critéres de sélection des accises de- 
yant étre harmonisés (taxation dissua- 
sive des produits Préjudi'ciables A la 
santé, non imposition des produits de 
premiére nécessité, prise en considéra- 
tion des intéréts des pays en voie de 

‘ 
développement), — les articles 4 et 6 de la proposition de 
directive générale qui, conformément 
au souhait exprimé par la Conférence 
Permanente dans sa re’solution de 
BRUXELLES du ler décembre 1967, 
offrent la possibilité de conserver ou 
d’introduire d’autresr droits d’accise 
que ceux retenus par 19. Commission 
a la condition qu’ils ne donnent pas 
lieu, dans les échanges entre les Etats 
membres, mi 5. taxation 5 I’importation 

-et -détaxation é l’exportation ni 5. des 
contréles aux frontiéres, 

——- l’article 8 qui autorise le Conseil é 
instituer des droits ou impositions har- 
monisés autres que ceux frappant les 
huiles minérales, les tabacs manufactu- 
rés, l’alcool, la biére et Ie Vin; 

SOULIGNE TOUTEFOIS LA NECES- 
SITE:

_ 

'—— d’adapter, dans le temps; les modali- 
tés d’harmonisation des accises pour 
tenir compte de l’évolution des habitu- 
des de consommation, 

—— d’aménager les articles 4 et 6 de ma- 
niére £1 laisser '21 la disposition des Etats 
un nombre suffisant d’accises, facteurs 
de souplesse, d’une utilisation plus aisée 
que les impéts, 5. fort rendement, 

EMET‘ DONC LES PLUS EXPRESSES 
RESERVES sur, l’institution d’une liste de 
cinq ,accises é maintenir et 51 harmoniser 
(huiIes minérales, tabacs r'nanufacturés, a1- 
cools, biére, Vin) et demande que soit 
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disjoint Particle 8 qui substitue ‘la compér 
tence du Conseil £1 celle des Etats membres 
en ce qui concerne l’introduction de droits 
et impositions harmonisés autres que ceux 
énumérés ci-dessus. 

c) Ala-regard de la neutralité économz'gue 
ENFIN DEMANDE INSTAMMENT: 
‘— que conformément 2‘1 leur objet, les 

accises frappent exclusivement la con- 
so’mmation finale et que, par suite, 1e 
principe .d’exonération des Produits 

' DOCUMENTS 

utilisés comme‘ ‘matiéres premi'éres, 

moyens de production on agents de 
fabrication, soit inscrit dans la direc- 

tive-cadre,, et scrupuleusement observé, 
que des précautions soient prises pour 
que ‘le rapprochement 'dES légis'lations 

nationales en matiére de droits d’-aCcise 
s’effectue en parféite harmonic avec 
les objectifs et les moyens des politi- 

ques sectorielles vcommunautaires, no- 
tamment dans le domairle de l’agricul— 
‘ture, des transports -et del’énergic‘. 
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"FANEWSV *H, 
27TH IFA CONGRESS — LAUSANNE 1973 

Revolution 072 Subject I: 1799 fixation of enterprixe: wit/9 permanent establixlament abroad 

1. The Congress draws attention to the 
recommendations of the IFA—Congress 
in Cologne 1954, Vienna 1957 and 
Stockholm 1967. It is satisfied that 
these resolutions have contributed to 
further clarify the questions related to 
the taxation of enterprises with per- 
manent establishments abroad. 
The Congress advocates that the per- 
manént establishment principle already 
embodied in the national law of many 
countries, be generally accepted for the 
taxation of business income and ca- 
pital connected therewith. 
The Congress recommends that under 
the national tax laws permanent estab- 
lishments of non resident enterprises 
be treated for all important aspects in 
the same way as resident enterprises. 
In this context the principle of non. 
discrimination should be given a wide 
scope of application. Discrimination 
still reflected in the law or in practice 
should be abolished. For example, thé 
permanent establishment should be 
entitled to the same taxfree rollover 
rights or other rights arising on in- 
corporation as are available to' a do— 
mestic enterprise. On the other hand, 
permanent establishments of non resi- 

dent enterprises should fulfill the same 
requirements connected with taxation 
as resident enterprises. 

The Congress is further of the opinion 
that the concept of “Permanent 
establishment” as set-out in the OECD 
Model Draft has generally proved its 

merits and should continue to be in- 

cluded in double taxation agreements. 

The competent committees of inter- 
national organisations such as the Fis- 
cal Committee of the OECD ‘ should 
decide in what measure and under 
what conditions a permanent estab- 
lishment could take adVantage of the 
double taxation conventions entered 
into by the country Where it is located. 
At the present stage, no single method 
of allocation —— direct or indirect or 
otherwise, is uniformly and exclusively 
appropriate. However, in View of the 
increasing economic interdependence, 
additional provisions regarding the 
allocation of income and capital should 
be embodied in the double taxation 
agreements and in internal legislation. 
Efforts should be made to harmonize 
methods of allocation, rights of elect- 
ion of alternative methods of allocaJ 
tion, foreign tax credits, exemptions 
for fOreign income, losses, and treat- 
ment of unrealized profits, in order to 
avoid double taxation. 
In order to achieve the objective that 
assessments made in the interested 
countries correspond to a much greater 
extent than hitherto, the Provisions of 
double taxation agreements should in- 
stitute, Where reasonably required, an 
efficient consultation of short duration 
prior to issuance of a tax assessment. 
Along the same lines the mutual agree- 
ment procedure necessary where an ef- 
fective double taxation still arises 
should be improved. The enterprise 
concerned should in both cases have 
the right to be heard. In this context 
attention is drawn to ‘the establish- 
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ment of an international tax court 
suggested by the IPA-Congress at Zu- 
rich 1951‘, Vienna 1957 and Basle 
1960. 

7. The Congress reiterates the opinion 

Revolution 072 Subject II .' Parmembz'p: and joint enterprim in international tax law 

In view of the fact that partnerships are 
treated in some 'states for fiscal purposes 
as taxable entities Whilst in other states 

only the partners are treated as taxable 
entities in respect to the same income, 
And in View of the recognition of this 

situation and of the recommendation of‘ 

the Fiscal Committee of the OECD that 
the problems arising therefrom be solved 
by special appropriate provisions to be 
agreed upon by the Contracting States 
concerned and to be adopted in theil; 

{bilateral relations, _ 

Now therefore it was resolved by the 
Congress that the following recommend- 
ations be made and submitted to the ap- 
propriate authorities. 
1. Where the partnership is treated as a 

taxable unit subject to unlimited tax 
liability in one Contracting State, the 
income teceived by such _partr1ership 
from another Contracting State should 

‘ 

be treated as income received by a resi- 
dent of the first mentioned State and 
express provisions for that purpose 
should be included in the Convention; 

IFA NEWS 

expressed in Stockholm 1967 according 
to which the generally accepted con— 
cept of a permanent establishment 
needs to be adapted to the needs of 
developing countries. 

2. Where the partnership is not treated as 
a taxable unit subject to unlimited tax 
liability in a Contracting State, but in- 
come .from another Contracting State 
is included in the tax basis of the dif- 
ferent partners within the first men- 
tioned State, whether or not they are 
residents of such States, protection 

, against double taxation should be 
granted as if such income were received 
by a‘ resident of the first mentioned 
State; and, 

3. Where the characterization which is 

given to the allocation of Profits to the 
partners or to the special remuneration 
that the partners receive from the part- 
nership by the Contracting State where 
the partnership has its pxincipal place 
of business differs from the character- 
ization of the same income in the 
Contracting State of'residence of the 
partners, the characterization giveh by 
the first mentioned State should be 
binding upon the other State for the 
purposé of the Convention. 

'..: 
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29TH CONGRESS 
scheduled 22nd—26th September 1975 in London 

Subject I (On): n —— Tax‘tyeatment of the importation and, exportation of tech- 

Genéral Reporter: 

Subject II — 
(0L): 

nology — know-how, patents, other intangibles and tech- 
nical assistance. 
Le régime fiscal des importations et des exportations de con- 
naisarice technique — savoir faire, brevets, autres droits 
incorporels et assistance technique. 
Die steuerliche Behandlung von grenzfiberschreitenden Er- 
werb und Verblusserung technologischen Wissens —— know 
how, Patente, andere immaterielle Gfiter und technische 
Unterstfitzung. . 

Tratamiento fiscal de las importaciones y cxportaciones de 
tecnologia —— know-how, patentes y otras asistencias intan- 
gibles y tecnicas. 
John CroWe, Taxation Controller of Imperial-‘Chexhicallnd. 
(U.K.). ' 

Allocation of expenses in international arm’s length trans- 
actionS' of related companies. 

La répartition des dépenses pour les transactions réalisées 
dans des conditions de pleine concurrence entre sociétés 
appare'ntées. 
Die steuerliche Zuordnung von Ausgaben bei internationa- 
len ,,arm’s length“ Transaktionen verbundener Unterneh- 
men. 
El reparto de los gastos para las transacciones realizaidas en 

_ 
condiciones de plena concurrencia, entre sociedades relacio- 

General Reporter:
‘ 

Seminar subject: (0L): 
(Wednesday afternoon) 

Chairmah : 

512 

nadaé. 

Dr. Wolfgang Ritter, Director Tax Department ~— 
Badische Anilin- und Sodafabrik A.G., German Federal 
Republic. ' 

Relationship between tax accounting and commercial ac- 
counting.

_ 

Les relations entre la comptabilité fiscale et la comptabilité 
commerciale. 
Die Beziehungen zwischen Steuerbilanz und Handelsbilanz 
Las relaciones entre la contabilidad fiscal y la contabilidad 
comercial. 
Mr. Douglas A. Clarke, Pannell Fitzpatrick & Co, London 
(UK). 
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IFA'NEWS 

Seminar subject . — . . . . . , 

(Friday morning): — Tax reforms it} the United Kingdom. 1970—1974, 
Publicatioiz on IPA activities in the Bulletin 
All national branches are encouraged to send reports to the General Secxetariat on any 
local or regional meetings, at the Special request of the Executive 'COmmitte‘e. Similar 
reports are regularly received from the American, British, Canadian, Central American, 
French, German, Mexican and .Swiss Branches. 
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BIBLIOGRAPHY” * * * * * * 

B O O K S 

A R G E N T I N A persons or vice versa with reference to statute 

MANUAL DE SOCIEDADES ANONIMAS; CON- 
STITUCION Y FUNCIONAMIENTQ, 
by F. H. Mascheroni. Published by Editorial 
Cangallo, Buenos Aires, 1973. 557 pp. 
Analysis of the formation and function of cor- 
porate entities in Argentina. 
Library International Bureau of 
Fxscal Documentation no. B 15.328 

EGYPT 
TAXATION LAWS IN THE A.R.E. 
ARAB REPUBLIC). 
Published by Moussa, Cairo, 1973. 27 pp. 
Survey of the tax system in Egypt. Dealt with 
are taxes on income, estate and inheritance du- 
ties and stamp duties. Relevant text of the law 
is appended. 

(UNITED 

Library International Bureau of 
Fiscal Documentation no. B 10.373 

F'R A N C E 
CODE GENERAL DES IMPOTS. 

‘Published by Imprimerie nationale, Paris, 1973. 
2 vols. 
Volume 1 contains a full integrated text of the 
general tax code in effect as of June 1, 1975. 
Volume 2 contains a text of annexes and tables 
related to the code. 
Library International Bureau of 
Fiscal Documentation no. B 7545 

GERMANY 
KNDERUNGEN DER UNTERNEHMENSFORMEN 
IM BILANZSTEUERRECHT, INSBESONDERE BEI 
PERSONENGESELLSCHAFTEN, 
2nd edition, by E. Kobs. Published by Verlag 
Neue Wirtsc-hafts-Briefe, Heme, 1973. 245 pp., ‘DM 26.—. .

‘ 

Monograph dealing exclusively with business 
association of persons as far as income taxation 
is concerned arising from the transformation of 
a one man business firm into an association of 

and case law. 
Library Internatioqal Bureau of 
Fiscal Documentation :10. B 7552 
AUSTRITT AUS PERSONENGESELLSCHAFTEN 
IN EINKOMMENSTEUERLICHER SICHT, 
5th revised edition, by E. Kobs. Published by 
Verlag Neue Wirtschafts-Briefe, Heme, 1973. 
141 pp., DM 19.—. 
Monograph dealing with individual income tax 
aspects in the case of the withdrawal of a part- 
ner in a partnership, with emphasis on case law, 
illustrated examples and exercises. 

Library International Bureau‘ of 
Fiscal Documentation no. B 7553 
KOMMUNALE FINANZPOLITIK IN DER WEI- 
MARER REPUBLIK, 
by G. Upmeyer, J. Wysocki, and H. Dietrich- 
Troeltsch. Edited by K. H. Hansmeyer. Publish- 
ed by W. Kohlhammer, Stuttgart, 1973. 248 pp., DM 34.50. 
Schriftenreihe des Vereins fiit Kommunalwissen- 
schaften, 36. Historic study of the municipal 
finance policy during the Republic of Weimax. 
Library International Bureau of 
Fiscal Documentation no. 13 7549 

STEUER KONGRESS REPORT 1973. 
Published by C. H. Beck, Munich, 1973. 24 + 
419 pp., DM 48.—. 
Annual tax congress report 1973 containing the 
text of the proceedings, lectures 'and debates of 
topics such as the double taxation treaty between 
Germany and Switzerland, disguished profit 
distribution, and intercorporate dividend ex- 
emption. 
Library International Bureau of 
Fiscal Documentation no. B 7559 
UMSATZSTEUER HANDAUSGABE 1973 (MEHR- 
WERTSTEUER) , 

edited by C. Forst and H. Treplow. Published 
by Wilhelm Stollfuss, Bonn, 1973. 960 pp. 
Tax on value added handbook containing a text 
of the, law, implementary provisions, rulings, 
decrees, case law and other relevant promulga- 
tions in connection thereto. The law is stated 
as of June, 1975. 
Library Internatibnal Bureau of 
Fxscal'Documentation no. B 7551 
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INTERNATIONAL 
DIE PROBLEMATIK DER KORPERSCHAF-TSTBU- 
ERLICHEN 'BEHANDLUNG VON SCHACHTBL- 
AUFWENDUNGEN, 
by M. Schwarz. _Eine Untersuchung in- mid aus- 
lindisCher Regelung Wirtschafts- und Sozialwis- 
senschaftlichen Fakultét der Universitit zu K61n. 
1972. 192 pp. 
Thesis on the ways of easing the double tax-_ 
ation burden on corporate distributions. 
Library International Bureau of 
Fiscal Documentation no. B 6356 

ISRAEL 
INCOME TAX LAW AS OF 1-5-1973. 
Published by‘ Israel Business Books, Ltd., Haifa, 
etc, 1973. 4 + 108 pp., IL 21—. 
Business Diary Tariffs and Tax La‘ws; 148.’ 
Full text of the Israel income tax law, updated 
as of May 1, 1973. The text of the encourage- 
ment of industries (taxes) law 1969 is append- 
éd. 

Library International Bureau of 
Fiscal Documentation 110. B 7531 

JAPAN 
AN OUTLINE OF JAPANESE TAXES 1973. 

Published by the Ministry of Finance, Tax Bu- 
reau, Tokyo, 1975. 12 + 281 pp. 
Annual publication of a glide providing an 
outliné of japanese taxes updated as \of- the 
1973 amendments. 
Library International Bureau of 
Fxscal Documentation no. B 7556 

NETHERLANDS 
ART. 15, LID 2 VAN DE WET OP DE INKOM- 
STENBELASTING 1964; EEN BESCHOUWING 
OVER DE GEVOLGEN VAN DE ONTBINDING 
VAN BEN HUWELIJKSGEMEENSCHAP WAAR- 
TOE HET VERMOGEN VAN BEN ONDERNE- 
MING BEHOORT, ANDERS DAN DOOR ‘HET 
OVERLIJDEN VAN DE DEGENE VOOR WIENS 
RBKENING DE ONDERNEMING WORDT GE- 
DREVEN, 
by J. W. Zwemmer. Published by FED, Deven- 
ter, 1973. 52 pp., f7.25. Fed’s Fiscale qchu- 
res IB: 3.53. 

BIBLIOGRAPHY 

Monograph on the legal and taxation aspects 
of Art. 15, paragraph 2 of the individual in- 
come tax law 1964. 
Library International Bureau of' 
Fiscal Documentation {10. B 7543 
DE ZELFSTANDIGE ONDERNEMER EN DE FIS- 
CALE OUDEDAGSRESERVE, 
by J. 'L. van Hedei. Publisheéi by Kluwer, De- 
venter, 1973. 10 + 92 pp., f9.50. 
Monograph dealing with the establishment of 
an old age reserve for purposes of free profes- 
sions and other independent businesées with 
examples. Text of the relevant statute is ap- 
pended. 
Library International Bureau of 
Fiscal Documentation no. 3 7555 

SOUTH AFRICA 
SILKE‘ ON SOUTH AFRICAN INCOME TAX, 
1973 Supplement; 7th edition, by A. S. Silke. 
Published by Juta 8: Co., Ltd., Cape Town, 
1973. 418 pp.,. -R 9.50.. 
This 1973 Supplement_ serves as .a supplement 
to the main Work Silée 072 Saw}; African Income 
Tax bringing the work up ‘to date with the 
amendments introduced by Income ,tax act 65 of 
1973 and the latest developments in the case 
law and departmental practice. In addition, the 
text of the upto-date COnsolidated Income tax 
act is appended. 
Libra'ry International Bureau gf 
Fiscal Documentation no. B 7550 

UNITED KINGDOM 
HIDDEN COSTS OF TAXATION, 
by C. T. Sandford. Published by the Institute 
for Fiscal Studies, London, 1973. 14 + 209 
1313., £ 2.——~. Publication No. 6. 
Study of the nature of the compliance costs 
with emphasis on the personal taxpayer. 
Library International Bureau of 
Fiscal Documentation no. 13 7547 

U. S. A. 
INNOVATIONS IN TAX POLICY AND- OTHER 
ESSAYS, . 

by c. L. Harris. Published by John c. Lincoln~ 
Institute, Hartford, 1972. 7 + 324 pp; 
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BOOKS 

Selected Writings with respect to public finance 
with emphasis on federal, state and local tax- 
ation, Part I deals with some fundamental 
Federal policy considerations. Part II articles 
deal with state and local taxation, while the 
papers in parts III and IV deal specifically 
with property taxation, estate and gift taxes. 
Part V covers some general problems of tax- 
ation in the United States. 
Library Internatiorgal Bureau of 
Fxscal Documentatwn no. B 7557 

1973 DEPRECIATION GUIDE; INCLUDING: ADR 
SYSTEM - FINALIZED; SYSTEM FOR PIKE-1971 
ASSETS. 

I

‘ 

Published by Commerce Clearing House, Chi- 
cago, 1973. 181 pp., $4.00. 
Guide discussing the regular depreciation rules, 
the Asset Depreciation Range (ADR) system, 
and the Class Life System (CLS) regulations. 
The full texts of the statutes are appended. 
Library International Bureau of 
Fiscal Documentation no. B 7546 

LOOSE-LEAF SERVICES 

BELGIUM 
BELASTiNC OVER DE TOEGEVOEGDE WAARDE, 
reléase 60 
C.E.D., Samsom N.V., Brussels 
DOORLOPENDE DOCUMENTATIE INZAKE 
B.T.W. / LE DOSSIER PERMANENT DE LA 
T.V.A., 
release 47 
Editions Service, Brussels 

FISCALE DOCUMENTATIE VANDEWINCKELE. 
BOEK DER BAREMA‘S, 
Tome III, release 21 
Tome IXal release 54 
Tome XV, release 6 
E. K. Vandewinckele, Brugge/C.E.D, 8311150111. 
N.V., Brussels 

GUIDE FISCAL PERMANENT, 
release 546

_ 

C. vanden Avyle, Brussels‘ 

CANADA 
CANADA TAX LETTER, 
releases 206—208 
Richard de Boo, Ltd., Toronto 

CANADIA INCOME TAX, 
release 68 
Martin L. O’Brien/Butterworth 8: Co., Toronto 
CANADIAN CURRENT TAX, 
releases 38—43 
Butterworth 8: 0)., Toronto 
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ONTARIO TAXATION SERVICE RELEASE, 
release 20 
Richard de Boo, Ltd., Toronto 

DENMARK 
SKATTEBESTEMMELSER. 
——- Kildeskat 

release 71 
—— Skattebestemmelser 

release 73 
—— Skattenyt 

release 68 — Skattebestemmelser - Omsaetningsafgift 
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S upflement A 
1973 

Convention entre. I‘e Royau me d'e Bel‘gi‘que et 
la République ~d"Autriche en vue d’éViter IeS' 

doubles impofisitions et de, régler Certaines autres 
questions en- matié‘rre d’impéts sur le revenu et 

' sur‘la fortune, y Compris I’im‘pét sur les 
exploitations ‘et les impéts fonciers 

SUPPLEMENT TO THE BULLETIN FOR INTERNATIONAL FISCAL DOCUMENTATION 
AU BULLETIN DE, DOCUMENTATION FISCALE INTERNATIONALE 

Vol. XXVll, No. 2. February/février 1973. 

INTERNATIONAL BUREAU 
OF FISCAL DOCUMENTATION 

Muiderpoort - 124 Sarphatistraat - AmSterdam 

A double taxation treaty Zaetween Belgium and Amtrz'a wax sigma? on December 29, 
1971. The treaty will enter intonforce 15 day: after t/ae imtrument: of ratification 
have been ext/ganged. It will be effective a: of- Ianuary 1 ‘of Me year in which 
the z'mmzmem; 107‘ ratification will be exchanged.

s 

'TEXT 
Sa Majesté 1e Roi des Belges -

, 

et . . . 

Le Président‘ Fédéral de la République 
d’Autriche 
désire‘ux d’éviter _1es doubles ‘impositions et 
de régler certainés autres questions en ma- 
tiére d’impéts sur le- revenu st 511: 121 for- 

tune, y c'ompris l’impét sur les exploitations 
et les impéts fonciets, ontdécidé de con- 
clure une convention et ont nommé 2‘1 cet 
effet pour-‘leurs plénipotentiaires, savoir: 
Sa Majesté 1e Roi des Belges: 
M. Georges C. Puttevils, Ambassadeur‘de- 
Belgique 2‘1 Vienne, _ 

Le Président Fédéxal -de la République 
d’Aut'fiche: ' ' 

Dr. Josef Hammetschmi-dt, Directeu'r 
Généra‘l au Ministére des Finances, _ 

lesquels,‘ aprés 'avoir échafigé leurs pleins 
pouvoirs, reconnus en bonne et due fotmg, 
sont convenus .des dispositions suivantes:

' 

I. CHAMP D’APPLICATION. 
DE LA CONVENTION 

- Article 1 
Peryonne: ‘vixée: 

La présente convention s’applique aux per? 
sonnes qui 'sont des résidents d’un Etat 
contractant ou_ de chacun des deux Etats. 
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TAX CONVENTION BETWEEN AUSTRIA AND BELGIUM 

Article 2 
I mpo‘tx wkéy 

§_ 1. La Présente convention s’aPplique fiux 
impéts sur le revenu et sur la fortune per- 
gus Pour le compte d: chacun des Etats 
'contractants, de ses subdivisions Politiques 
et de ces collectivités locales, quel que soit 
1e systéme de perception. 
§ 2. Sent considérés comme impéts sur le 
revenu et sur la fortune, les impéts Fergus 
sur le 'rev'enu total, sur la fortune totale ou 
sur 'des éléments d‘u revenu 'ou-de let for- 
tune, y compris les impéts sur les gains pro- 
venant de l’aliénation de biens mobiliers ou 
immobiliers, ainsi que les impéts sur les 
plus-values. ‘ 

‘ k

' 

§ 3. Les impéts actuels auxquels s’applique 
1a convention sont: 
1° en ce qui concerne la Belgique: 
a) l’impét des personnes physiques; 
b) l-fimpét des sociétés; - '- 

c) 1’imp6f‘des personnes morales; 
d) limpét des non-'résidents, 
y compris'les précomptes et les complé- 
ments de précomptes, les décimes et centi- 
mes additionnels auxdits impéts et pré- 
comptes, ainsi que la taxe communale addi- 
tionnelle 2‘1 l’impét des personnes physiques; 
2‘? en ce qui ‘conceme I’Autriche: 
a)! die Einko'mmensteuer (l’impét sur ‘le 

revenu); ' ’

‘ 

b) ' die Kéirpetschaftsteuer (l’impét des ‘50- 
.ciétés); 

c) die Vermfigensteuer (l’impét sur 19. for- 
tune); ..

’ 

d) der Beitrag vom.Einkomrnen zfir Far- 
derung des Wohnbéues und ffir Zwecke 
des Familienlastenaukgleiches (l’impét sur 
le revenu pour la construction. de maisons 
d’habitation et pour la Péréquatjon des 
charges familiales); 
6) die Aufsi‘chtsrat‘sabgabe ('l’impét sur les 
rétribution‘s acc‘drdées 7aux‘ membr‘es‘ de's 

conseils d’administration); 
f) die Gewerbesteuer (l’impét sur les ex- 
ploitations) y compris la fraction de cet 
impét portant sur les salaires (Lohnsum- 
metisteuer); ,‘ 

g) die Grundsteuer (I’impét foncier); 
h) die Abgabe von la'nd- und forstwirt- 
schaftlichen Betrieben (l’impét sur les en- 
treprises agricoles et forestiéres); 
i) die Abgabe vom Bodenwert bei unbe- 
bauten Grundstiicken (l’impét sur la valeur 
des propriétés fonciéres non baties); 

' 

j) die Abgabe von'Verrnb'gen, die der Erb- 
schaftssteuer entzogen sind (1’imp6t sur les 
Parts de; la fortune qui échappent '21 l’impét 
sur les successions); 
k) die Beitréige von land- und forstwirt- 
schaftlichen Betrieben zum Ausgleichsfonds 
fiir Familienbeihilfen (les contributions 
des exploitations agricoles et forestiéres au 
fonds de péréquation pour les aides fami< 
Hales); ' 

' 
- 

' ‘ 

l) 7 die Sondembgabe~ vom Einkom'men 
-(l’imp6t spécial sur le-revenu); 
m) die Sonderabgabe vom-Ver'mijgen (l’im- 
pét spécial sur la fortune); . 

n) der Katasttophenfondsbeitrag vom Ein- 
kommen (Ia contribution sur le revenu au 
fonds des calamités) ;

I 

o) der Katastrophenfondsbeitrag vom Ver- 
mégen (la contribution -su'r 1a fortune av; 

fonds des calamités), ' 

quel que soit 1e mode de perception- de ces 
impéts. 
§ 4'. Les dispositions de la convention cori— 
cernant l’imposition des bénéfices des entre- 
prises s’appliquent également Par analogie 
2‘1 l’impét sur les exploitations Pergu en rai- 
son d’autres bases que le bénéfice‘ou 1a 
fortune.

' 

§ 5. La com’zen‘tion s’appliquer'a aussi aux 
impéts futurs de nature identiquc ou ana-. 
log‘ue qui s’ajduteraien‘t aux impéts actuels 
ou qui les remplaceraient. Les autorité's 
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compétentes des Etats contrgctants .se com- 
muniqueront 5. la fin de chaque annéeles 
modifications apportées £1 leurs législations 
fiscales respectives. -‘ 

II. DEFINIT-I'ONS 

Article 3 
Dé‘fz‘m'tz’om géne’mle: 

§ 1er~. Au sens de la présente convention, 
a moins que le contexte n’exige une inter- 
Prétation différente: . 

1° a) le terme «Belgique», employé dané 
uni sens géographique, désigne 1e territoire 
.du Royaume de Belgique; i1 inclut tout 
territoire en dehors de la souveraineté na- 
tionale de la Belgique qui est ou sgra .dé- 
signé, selon Ia législation beige sur le pla- 
teau continental et conformément au droit 
international, comme territoire sur lequel 
les droits de la Belgique a l’égard du sol et 
du sous-sol de la mer et de leurs ressources 
naturelles peuvent étre exercés;

_ 

b) 1e terme «Autriche», employé dans Ie 
mérne sens, désigne 'le ‘territoi‘re dé la Ré- 
publique d’Autriche; 

‘

, 

2° les expressions «un Etat contractant» e 
«l’autre Etat contractant'» désignent, sui- 
vant le contexte, la. Belgique ou l’Autriche; 
3° 16 terme «personne» comprend les per- 
sonnes physiques et'les sociétés;

' 

4° 16 terme «société» désigne toute per- 
sOnne morale ou toute autre entité qui est 
imposable comme telle sur ses revenus ou 
sur sa fortune dans l’Etat dont elle est un 
résident;

_ 

5° les expressions «entreprise d’un Etat 
contractant» et «entreprise de l’autfe 'Etat 
centractant» désignent respectivement une 
entreprise exploitée par un résident d’un 
Etat contractant et une entreprise exploitée 
par un résident de l’autre Etat contractant; 

TEX-T 

6° l’expression «autorités compétenteS» 
désigne: . . . 

a) en ce qui concerne 1a Belgique, l’auto- 
rité compétente suivant sa Iégislation ma; 
tionale et 
b) en ce qui concerne I’Aufriche, lé Mi- 
nistre Fédéral des Finances. » 

§ 2. Pour l’application de la convention 
par un Etat contractant, toute expression 
qui n’est pas autrement définie a le sens qui 
Iui est attribué par-la législation‘ dudit Etat 
régissant les impéts' qui font l’objet. de la 
convention, 2‘1 moins que le cbntexte n’exige 
une interprétation différente. 

Article 4 
Domicile final - 

§ 1. Au sens de la présente convention, 
l’expression '«résident(e) .d’un Etat con- 
tractant» désigne toufe personne qui, en 
vertu de la législatiori dudit Etat, est assu- 
jettie 2‘1 l’irnpét dans cet Etat en raison “dc 

son domicile, de '53 résidence, de son siege 
de direction on de tout autre critére de 
nature analogue; ellé désigne également ~‘les 
sociétés de droit belge — autres que les 
sociétés par actions —— qui ont opté pour 
l’assujettissement de leurs bénéfices 2‘1 l’im- 

p6t dés personnes physiques. ' 

§ 2. Lorsqu'e, selon.la disposition du § 1, 
une personne physique est considéfée 
comme résidente de chacun des Etats con- 
tractants, 1e cas est résolu d’aprés les régles 
suivantes: -. . -- 

1° cette personne est considérée comme 
résidente de l’Etat contractant 011 e112: dis- 

pose d’un foyer d’habitation permanent. 
Lorsqu’elle dispose d’un foyer .d’habitation 
permanent dans chacundes Etats contrac- 
tants, elle Est considérée comme résidenté 
~de l’Etat contractant avec‘ lequel ses liens 
personnels et 'économiques \sont les plus 
étroits'(cer_1tre des intéréts vitaux); 
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2° si l’Etat-contractant 01‘1 c'ette personne 
a le centre de ses intéréts vitaux ne peut 
pas étre déterminé ou qu’elle ne dispose 
d’un foyer d’habitation permanent dans 
aucun des Etats contractants, elle est con- 
sidérée comme 'résidentc de I’Etat contrac- 
tant 01‘1 elle séjourne de fagon habituelle; 
3°' si cette personne séjourne de fagon ha- 
bit’uelle dans chacun des Etats contractants 
ou qu’elle ne‘séjoume de fagon habituelle 
dans aucun d’eux‘, elle est considétée com- 
me résidente de l’Etat contrac’tant dont elIe 
posséde la nationalité; 
4° si cette personn'e p'osséd‘e la nationalité 
de chaCun des Etats contractants ou qu’elle 
ne posséde la nati‘onalité d’aucun d’eux, 
les autorités’comp'étentes des Etat’s c0ntrac- 
tants se consultent conformément :‘1 Particle 
25.‘ 

§ 3. Lorsque, selon la_ dispOsition du § ler, 
une société est considérée comme résidente 
de chacun des Etats contractants, elle est 
réputée’ résidente de l’Etat' contraCtant 01‘1 se 
trouve son 'siége de direction effective. 

Article 5 
Etablz'mement Itable 

§ lér.‘ Au sens de la présente convention, 
I’EXPression «'établis‘sement stable» 'désigne 
une installation fixe Ad’affaires 01‘1 l’entre- 

prise exerce tout ou partie de son activité. 
§ 2. L’expression «établissement stable» 
comprend notamment: 
1° un siége de direction; 
2°- une succufsale; 
3° un bureau; 
49 une usine; 
5° un‘ atelier; 

" 6° une mine, une carriére ou tout autre 
lieu d’exploitation de ressources naturelles; 
7° 'un chantier de construction on de mon- 
tage dont lavdurée dépasse douze mqis. 
§ 5. On ne considére pas qu’il y a'établis- 

sement stable si: 
10 il est fait usage d’installations aux seu—‘ 
les fins de stockage, d’exposition ou -de 1i- 
vraison de marchandises appartenant é l’en- 
treprise; 
2° des marchandises appartenant 5, 1"entre- 

prise sont entreposées aux seules fins de 
stockage, d’exposition ou de livraison; 
3° des marchandises appartenant 2‘1 l’entre- 

prise sont entreposées aux seules fins de 
transformation par une autre entreprise; 
4° une installation fixe d’affaires est utili- 
sée aux seulcs fins d’acheter des marchan- 
dises ou de réunis des informations pour 
l’entreprise ; 

5° une installation fixe d’affaires est utili- 
sée pOur l’entr'eprise aux seules fins de 
publicité, de foumiture d’informations, de 
recherches scientifiques ou ‘d’activrités ana- 
logues qui ont unt caractére préparatoire 
o_u auxiliaire. ’ 

§ 4. Une persorine — autre qu’un agent 
jouissant -d’un statut indépendant, visé au 
§. 5 — qui agit dans un Etat contractant 
pour le compte d’une entreprise de l’autre 
Etat contractant est considérée cOmme con- 
stituant un établissement stable de l’entre- 
prise dans le premier Etat si elle dispose 
clans cet Etat de pouvoirs qu’elle y ex'erce 
habituellement, lui permettant de conclure 
des 'contrats au nom de l’entrepfise, 2‘1 

inoins que l’activité de cette personne ne 
soit limitée a l’achat ude marchandises pour 
l’gentreprise. - 

§ 5. On 116 considére pas qu’une entreprise 
d’un Etat contractant a un établissement 
stable dans 1’autre.Etat contractant du seul 
fait qu’elle y exerce son activité par l’entre- 
mise‘ d’un courtier, d’un c‘ommissionnaire 
général. ou de tout autre intermédiaire 
jouissant diun statut indépendant, 2‘1 condi- 
tion que' ces personnes agissent dans le 

cadre ordinaire de leur activité. 
§ 6. Une entreprise d’assurances d’un Etat 
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contractant est considér'ée comme ayant un‘ 
' établissement stable dams l’autre Etat dés 
l’instant 01‘1, par l’intermédiaire d’unrepré- 
sentant visé au § 4 on -d’un agent jouiSsan't 
d’un statut indépendant et disposant dc 
'pouvoirs, qu’il exerce habituellement, lui 

permettant de conclure des contrats au nom 
‘de l’entreprise, elle pergoit des primes sur 
le territoire dudit Etat ou assure des risques 
situés sut ce tergzitoire. ‘ 

§ 7. ,Le fait qu’une- société' résidente d’un 
Etat con‘tractant contréle une société qui 
est un résident de l’autfe Etat ou qui y 
exerce son activi'té (que ce soit par l’inter— 
médiaire d’un établissejrherit stable ()1; non) 
ne suffit pas, en lui—méme, £1 faire de l’une 
quelconque de ces sociétés un établissement 
stable de l’autre. 

III. IMPOSITION DES REVENUS 

Article 6 
Revemu ale biem immobiliers 

§ 1. Les revenus provenant de biens immos 
biliers sont imposables dans I’Etat contrac— 
tant 01‘; ces biéns‘ sont situési 
'§ 2. L’expression «biens immobiliers» est 

définie conformément au droit de l’Etat 

‘contractant 01‘1 les biens considérés sont si- 
tués. L’expression englobe en tout cas .les 
'accessoires, le cheptel mort ou vif des‘ ex; 
ploitations agricoles et forestiéres, les droits 
auxquels s’appliquent les dispositions du 
droit privé concern'ant 1a p-ropriété fonciére, 
l’usufmit ‘des biens immobiliers et les droits 
2‘1 des redevances variables on fixes pour . 

l’exploitation, ou la concession de ‘l’exploitas 
tion de gisements minéraux, sourte‘s et 
'autrcs richesses du sol. 
§ 3‘. La disposition du § ler s’applique aux 
revenus provenant de l’exploitation ou de 
la jouissance directes, de la location ou de 

TEXT 

I’affermage, ainsi que de toute autre forme 
d’exploitation de b‘i‘ens immobiliers». 
§ 4. Les dispositions des §§ 1e: et .3 s’ap- 

pliquent également aux reveniis provenant 
des biens immobiliexs d’une‘entreprise ainsi 
qu’aux revenus Ides bien's immobiliers sex? 
vant 2‘1 l’exerc'ice d’une profession libérale. 

Article 7 
Bénéfice: ties mtreprz'se!

‘ 

§ 1;, Les bénéfices d’une entreprise d’un 
Efat contractant né sont imposables que 
d‘ans cet Etat, ‘5. moins que l’entreprise 
n’e‘xerce son activité dams l’autre Etat ‘con- 
tractant par I’intermédiaire d’un établisse- 
ment stable qui y est situé. Si li'entrepr‘ise 

exerce s_on activité d’une telle fagon, les * 

bénéfices de l’e‘ntreprise sont imposables 
dams l’autre Etat, mais uniquement dans la 
mesure 01‘1 ils sont imputables audit établis- 
sement stable. , 

§ 2. Sans préjudice de l’application‘ du § 3, 
lorsqu"une entreprise d’un Etat contractant 
exerce son activité dans l’autre Etat con- 
tréctanf par ‘l’i'ntermédiaire‘ d’un établisse- 
ment stable qui y est situé, il est imputé, 
dans chaque Etat Contfa'ctant, écet établisse- 
merit stable les bénéfices qu’il aurait pu 
réaliser s’il avait constitué .une cut-reprise 

distinéte et séparée exgrgant des activités 

identiques ou analogues dans des conditions 
identiques 'ou analogues et agissant en toute 
indépendante.. ' 

’
‘ 

§.3. Dans le calcul des bénéfices. d’un éta- 
blissement stable, sont admises en déduc- 
tion les dépenses exposécs aux fins Pour- 
suivies par Cet établissement stable, y ‘com- 
pris l‘es dépenses de direction-ct les Afrais: 

généraux -d’administration ainsi exposés, 
shit dans 1’E’tat 01‘1 est situé cet établiss‘ee 

ment stable, soit ailleursV 
§ 4. A d'éfaut de comptabilité réguliére on 
d’autres éléments probants ‘penlnettant de 
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_détermine1; 1e montant- des bénéfices dv’une 
‘entreprise d’un Etat contractant, qui‘ est 
imputable 5; son établissement stable situé 
dans l’autre Etat, l’impét peut-notamment 
étre établi dans cet autre Etat conformément 
Asa propre législation, compte tenu des bé- 
néficés normaux d’entreprises analogues du 
méme Etat, se livrant 51 la méme activjté 
on 5. d‘es activités'analégues dans des con- 
ditions identiques ou analogues. 
Dans l’éventualité visée 2‘1 l’alinéa précédent, 
1e béne’fice imputable audit établissement 
stable pent également étre déterminé sur 
la base d’une répartition des bénéfices to- 
taux de l’enttepfise en'tre ses diverses_ par- 
ties, pour autantque le résultat a-insi obtenu 
soit conforme aux principes énoncés dans’ 
le présent article. 
§ 5. Aux fins des paragraphes précédents, 
les bénéfices é imputer 5. l’établiss‘ement 
stable 'sont calculés chaque année selon 1a 
méme méthode, 5. moins qu’il n’existe ‘des 
motifs valables et suffisants de P‘rocéder 
autrement; - 

§ 6. Les dispositions du présent article s’ap- 
pliquent également aux ‘bénéfices d’un as- 
socié da‘ns une «stille Gesellschaft» de droit 
autrichie‘n. 
§- 7. Lorsqu'e" les bénéfices comprennent des 
éléments de reVenu traités séparément dams . 

d’autres article's de la convention, les di‘s- 

positions du présent article ne font pas ob- 
stacle 5..l’application des dispositions de ces 
autres articles pour la taxatibn de ces élé— 
ments 'de revenu. 

- Article 8 
Be’néfz'ce: de: entrepme: de navigation 

' 

maritime oz; aérienne 

§ 1.. Par-dérogation é l’article 7, §§ lerré 6, 
les bénéfices provenant de l’exploitation de 
navires ou d’aéronefs en trafic international 
ne sont irnposables que dans l’Etat contrac- 

tant 01‘1 est situé le siége de la direction 
effective de l’mtreprise. 
§ 2; Si 16 siége de direction’effective dlune 
entreprise de‘ navigation maritime est a bord 
d’un navire, rce siége est réputé situé dan's 
I’Etat contractant dont l’exploitant unique 
ou principal est le résident. 

Article 9 
Entreprz'm interdépendante: 

Lorsque 
a) une entrepris’e d’un Etat contractant 
pagticipe directement ou indirectement i 121 
direction, au contréle on an ‘financement 
d’une entreprise de l’autre Etat contractant, 
0.11 que

I 

b) Ies- mémes personnes participent directe- 
ment on indirectement 51 la direction, au 
contréle on an financement d’ime entreprise 
d’un Etat contractant et d’une entrepriSe 
de l’autre Etat contractant, 
et que, clans l’un‘ et l’autre cas, les deux 
entreprises sont, dans leurs relations com- 
merciales ou financiéres, liées par des con- 
dit'ions acceptées ‘ou imposées qui différent 
de celles qui seraient Conclues entre des 
entreprises indépenda‘ntes, les bénéfices qui, 
sans ces conditions, auraient été obtenus par 
l’une des entreprises, mais n’Ont pu ‘l’étre 
en fait 2‘1 cause de ces conditions, Peuvent 
étre inclus dans les bénéfices de cette entre- 
prise et imposéS'en conséquence. 

Article 10 ‘- \ 

Dividendex 

§ 1. Les dividendes attribués Par une 'so- 
ciété résidente .d’un Etat contractant £1 un 
résident de I’autre Etat contractant sont 
imposables dans cet autre Etat. 
§ 2. Toutefois, ces divi-dendes peuvent étre 
imposés dans‘ l’Etat Contractant dont la 
société qui attribue les dividendes ést un 
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résideht et s‘elori 1a législation de cet Etat; 
mais l’impét ainsi établi ne peut éxcé‘der 
15 p.c. ..du montant brut desdits dividendes. 
Les‘ dispositions du présent. paragraphe vne 
limitent pas l’imposition de la société sut 
les bénéfices qui rservent au paiement des 
dividendes. - 

§ 3. Le terme «dividendes» .employé dans 
le présent article désigne les revenus pro- 
venant d’actions, actions ou bons de' jou‘is- 
sauce, parts de mine, parts de fondateurs 
ou autres parts bénéfic'iaires, £1 l’exception 
des créances, ainsi que les revenus d’autres 
parts sociales soumis au mém'e régime que 
les revenus d’actions par ‘la législatj‘én fis- 
cale de l"Etat dont la société distributrice 
est un résident. Ce terme comprend les re- 
venus — méme attribués sous la forme 
d’intéréts 44 imposables au .titre de revenus 
de capitaux investis :par les associés dans 
les sociétés — rautres qué les éociéfés Par 
actions '— fésidentes de la Belgique. 
§ .4. Les dispositions des §§ 1 en 2 ne s’ap- 
pliquent pas lorsque 1e bénéficiaire des di- 
videndes, résident d’un Etat contractant, a 
dans l’autre Etat contractant dont la société 
quiv'paie les .dividendes est un résident, un 
établissement stable auquel se rattache ‘efa 
fecti‘vement‘la participation génératrice des 
dividendes. Dans ce cas, les dispositions 
de Particle 7 sont‘applicables, étant entendu‘ 
que lesdits ‘divi-dende‘s peuvept étre imposés 
soit séparément, soit comme des bénéfices, 
conformément '21 1a ‘législation de cet autre 
Etat contr'actant.‘ ' 

. 

' ~- 

§ ‘5. Lorsqu’une société résidente d’un Etat 
contractant' tire des bénéfices ou' ,des revenus

" 

de l’autre Etat contractant, celui-ci ne peut 
percevoir‘ auc‘un impét sur les dividendes 
payés par cette société en dehors de cet 
aut're-Etét é. deé personhes‘qui n’en sont 
pas des résidents, ni aucun impét au titre 
d’impositibn complémentaire des bénéfices 
non distribués de la société, méme si les 

i— 
TEXT 

dividendes distribués ou les, Fbénéficés non 
distribués consistent en tout ou en'partie en 
bénéfices ou revenus provenant- de' cet 
autre Etat. La disposition qui précéde n’emi 
péche‘pas :le'dit autre Etat d’impoSer ‘les 

dividendes afférents £1 une participati'on‘qfii 
se rattache effectivement ét un'établ‘issement 
stable exploité (dams cet autre 'Etat par 'un 
résident du premier Etat,‘ ' ' 

Article 1 1 
I nt‘éréts' 

§ 1. Les intéréts provenant d’un Etat c- 
tractafit et attribués ’2]; up résident de l’autte 
Etat contractant sont impbsables =d2ms cét 
autre Etat. 

' 
‘ 

-
. 

§ 2. Toutefois; 'ces intéréts peuventlé'tre‘ im- 
posés dans I’Etat contractant d’oi1 ‘ils pro- 
viennent et selon la législa’tion de cet ‘Etatj 
maisr l’impébainsi'établi‘ ne peut exc’édet 
15 p.c. de leur montant. » 

§. 3. Le terme «intéréts» employé dams-'1 
présent article désigne les revenus 'des fonds 
publics, des obligations d’emprunts, assor- 
ties on non de' garanties hypothécaires ou 
dfune clause de partibipation aux ‘bénéfices 
et, sous réseriie du '§ 4 ci-a-prés, desdéa'm 
'ces ou dépéts de toute nature, ainsi queles 
l‘ots d’emprunts; et tous autresvproduits Sour 
mis. .éu méme régime‘ que les revénus de 
sommes prétées ou déposées pair 1a l'égisla— 
tio'n fiscale d‘e l’Etat d’ofi proviennent les 
revenus. ' 

V 

‘

' 

§ 4. Les dispositions du présent article he 
s’appliquent Pas: 

'
' 

1° aux intéréts considérés comme des divi- 
dendes en vertu de Particle :1‘0, §~3, deu- 
xiéme phrése; ' 

- 
' ' 

2° aux ‘intéréts de créa'nces. commercialés 
y compris. celles qui sonf‘représentées par 
des effetsl de- commerce — résultant' du 
paiement £1 terme de fournitures -d'e mar- 
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chandises, produits on services, par une 
entreprise d’un Etat contractant '21 um rési- 
dent de l’autre Etat contractant; 
3° aux intéréts de comptes COurants ou 
d’avances entre des entrepris'es bancaires de 
chacun des deux Etats; ' 

4° aux intéréts de dépéts de sommes d’ar- 
gent, non représentés par des titres au porJ 
teur, effectués dans des entreprises bancai» 
res, y compris les établissements publics de 
crédit. 
Les intéréts visés sub 2° 51 4° de l’alinéa 
qui précéde sont soumis, suivant 1e cas, au 
régime prévu 5 Particle 7 on '21 l’article 21. 
§ 5. Les dispositions des §§ 1 et 2 ne s’ap- 
pliquent pas lorsque 1e bénéficiaire des ih- 
téréts, résident d’im Etat contractant, a dans 
l’autre Etat contractant d’ofi proviennent 
ceux-ci un établissement stable auquel se 
rattache effectivement 1e prét, 1a créance ou 
le dépét générateur de ces revenus. Dans ce 
cas, les dispositions de l’art‘icle 7 sont appli- 
cables. 

§ 6. Les intététs sont considérés comme 
prqvenant d’un Etat contractant lorsque 1e 
débiteur est cet Etat 1ui-méme,. une subdivi- 
sion‘ pol-itique, une collectivité locale ou qn 
résidentde cet Etat. Toutefois, lorsque 1e 
débiteur des intéréts, qu’il soit ou nonzrési- 
dent d’un Etat contractant, a dans un Efa't 
contractant un établissement stable pour 
lequel l’emprunt générateur des intéréts a 
été contggcté et qui supporte comme telle Ia 
charge de ceux-ci, ces intéréts sont réputés 
provenir de l’Etat contractant 01‘1 est situé 
l’établissement stable. 

§ 7. Si, pat suite de relations spéciales exis- 
tant entre le débiteur et le créancier ou- 

dépOsant ou que l’un et l’autre entretien- 
nent avec des tierces personnes, 1e montanf 
deS' intéréts attribués, compte tenu de la 
créance ou du dépét pour lequel ils sont 
versés, excéde celui dont seraient convenus 

l’absence de pareilles relations, les disposi— 
tion's des §§ 1 et 2 m; s’appliquent qu’é. ce 
demier montant. En ce cas, la partie excé- 
dentaire dcs intéréts reste imposable confor- 
mément 2‘1 la législatibn de chaque Etat 
contractant et compte tenu des autres dispo— 
sitions de‘ la Convention applicables aux re- 
ven'us auxquels Cette partie excédentaire 
peut étre assimilée. 

Article 12 
Redewmce; 

§ 1. Les.redevances provenant d’un Etat 
contractarit et attribuées a un résident de 
l’autre Eta} contractant sont imposables dans 
cet autre Etat. 

§ 2. Les redevances payées par une société 
résidente 'de l’un des Etats contractants :‘1 

une personne résidente de l’autre Etat con- 
tractant qui posséde plus de 50 pour cent 
du capital de la société qui paie Ies rede— 
vances Peuven}; étre imposées dans le pre- 
mier Etat, ma-is 1e taux de cet. impét ne 
peut pas excéder 10 p.c. du montant brut 
de ces redevances. 
§ 3. Le tenne «redevances» employé .dans 
le présentarticle désigne les rémunérations 
de toute nature payées pour l’usgge ou la 
concession de l’usage d’un droitr d’auteur 
sur une (Buvre littéraire, artistique ofi scien- 
tifique, y compris les films cinématogra- 
phiques et les films Ou les enrcgistrements 
congus pour la radio at 1'9. télévi'sion, dfun 
brevet, d’une marque de 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 13. con- 
cession de l’usage d’un équipement indus- 
triel, commercial ou scientifique ne consti- 
tuant pas un ‘bien immobilier visé 2‘1 l’article 

6 et pourAdes informations ayant trait Ea um: 
expétience acquise dans le domaine indus- 

le débiteur et le créancier ou déposant enfi triel, commercial ou scientifique. 
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§ 4. Les dispositions des §§ 1 et 2 me s’ap- 
pliquent pas lorsque 1e bénéficiaire des te- 
devances, résident d’un Etat contractant, a 
dans l’autre Etat contractant d’ofi proviene 
nent les redevances, un établissement stable 
auque’l se rattache .effectivement 1e droit ou 
le bien générateur des- redevances. Dans ce 
cas, les dispositions de l’arfiicle 7 sont-ap-I 
plicables. 

§. 5. Les redevances sont considérées comme 
provepant d’un Etat contractant Iorsque 1e 
débiteur est. cet Etat lui-méme, une sub- 
division Politique, um: collectivité locale ou 
un résident de cet Etat. T'outefois, lorsque 
1e débiteur des redevances, qu’il soit ou non 
résident d’un Etat contractant, a, dans un 
Etat contractant un établissement stable 
pour lequel 1e contrat dormant lieu au 
paiement des‘ redevances a été conclu et qui 
supporté comme telle 1a charge de ‘celles—ci, 
ces redevances sont réputées provenir de 

' 

l’Etat contractant ofirest situé l’établissement 
stable. 

§ 6. Si, par suite de relations spéciales exis- 
,tant entre le débiteur et le créancier Qu quc 
l’un et 'l’autre entretiennent avec des, tierces 
personnes, Ie montant des redevances attri— 
buées, compte term de la presta’tion pow: 
laquelle elles sont versées, excéde 1e mon- 
tant normal dont seraient convenus 1e débi~ 
teur et le créancier en l'absence de pareil- 
les relations, les dispositions des §§ I et 2 
ne s’appl'iquentqu’e‘x ce demier montant. En 
ce cas, 1a Pattie excédentaire des redevances 
reste imposable conformément 5121 législa- 
tion de chaque Etat contractant’ et compte 

- tenu des autre's dispositiOns aux revenus 
auxquels cette partie excédentaire peut étre 
assimilée. 

r 

Artifle 13 
Gain: en capital 

§ 1. Les gains provenant rde l’aliénation des 

TEXT 

.biens immobiliers, tels qu’ils sont définis a 
'l’artic‘le 6, § 2, sont imposables dams l’Etat 
contractant 01‘1 ces biens sont situés. 

§ 2. Les gains provenant dé 1-’aliénation de 
biens mobiliers faisant Partie’ dc 1’actif d’un 
établissement stable qu’une entreprise dl’un 
Etat contractant a dans l’autte Etat con- 
tractant, ‘ou de biens mobiliers c‘onstitutifs 
d’une base fixe d'ont un résident d’un Etat 
contractant dispose dans l’autre Etat con- 
tractant Pour l’exercice d’une profession li- 
‘bérale, y compris de telsv gains provenant de 
l’aliénation globale de cet établissemeqt 
stable (seul ou avec l’ensemble de l’entre- 
prise) ou de cette Base-fixe, sont imposables 
dams cet autre Etat.‘ Les régles _prévues 2‘1 

Particle 7, §§ 2 et 3, s’appliquent a la dé- 
termination du montant de .ces gains. 
Toutefois, les gains provenant de l’aliéna- 
‘tion de biens mobiliers visés 2‘1 Particle 22, 

§ 3, me sont imposables que dams l’Etat 

contractant oil ces Ibiens ‘eux-mém'es sont 
imposables en vertu dudit article. 
§ 3. Les gains provenant de l’aliénation de 
tous autzes biens, y compris une parfiéipa- 
tion— ne ‘faisant pas pantie de Tactif d’un 
établissement stable visé au § 2 ———.dans une 
société paj; actions ou une autrc société -de 
capitaux, he sont ,imposablcs que‘dans l’Etat 
cdntractant dont le cédant est un résident. 

Article 14, 
Profession: libémle: 

§ 1. ‘Sous réserve des dispositions des arti- 
cles 16 et 17, les revenus qu’un résident 
d’un Etat contractant tire d’une profession 
libérale ou d’autres acti‘fités indépendantes 
de caractére analogue ne sont imposables 
que dams C'et Etat, imoins que ce ,résident 
ne dispose defagon habituelle dams l’autre 
Etat d’u‘n'e base fixe pour l’exercice de ses 
activités. S’il dispose d’une telle base, les 

revenus sont imposables dans l’autre Etat, 
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mais uniquement ‘dans la mesu're 01‘1 ils sont 
imputables aux activités exercées 2‘). l’inter- 
vention de ladite base fixe. 
§ 2. L’ex‘pregsion «professions libérales» 
comprend‘ en particulier 'les activités indé- 
pendantes d’ordre scientifique‘, littéraire; 
artistique, véducatif ou Pédagogique, ainsi 
que les activités indépendantes deé méde- 
cins, avocats, ingénieurs, architectes, den- 
tisfies et comptables. 

Article 15 
Profem'om dépendmte: 

§ 1. Sous réserve des dispositions ‘des arti-, 

cles 16,.17,- 18, 19st 20, les ,salaires, traite- 
ments et autres rémunérations similaires 
qu’ug résident d’un Et‘at contiactant regoit 
au titre d’un emploi,sa1arié ne sont im- 
posab‘les que dams cet -Etat, 2‘1 moins que 
l’emploi ne 'so-it exercé dans I’autre Etat 
contractan‘t. Si l’empldi y est exegcé les ré— 
.munérations regues a ce titre sc'mt impo- 
sables dans cet autre Etat. 
§ 2. Par dérogation au § 1 et sous la réserve 
y mentionnée, les rémunérations qu’un ré- 
sident d’un Etat contractant regoit au titre 
d’un emploi salarié exercé dans l’autre Etat 
contractant ne sont.imposables que dans le 
premier Etat si: ' 

1° elles rétribuent l’activité exercée dans 
l’autre Etat pendant une pégiode ou des pé- 
riodes — y compris la durée des interrup- 
tions normales de travail — n’excédant pas 
au total 183 jours au cours de l’année «ci- 
vile, et ‘ ' 

29‘ les rémunérations sont payées par un 
emplOyeur ou au nom d’run employeur qui 
n’est pas résident de l’autre Etat et, 
3° la {charge des rémuhérations n’est pas 
supportée Comme telle par un établ'issement 
stable ou‘une base fixe que l’employeur a 
dans l’autre Etat. 
§ 3. Par dérogation au §§ 1 et 2 et sous 
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la réserve mentionnée audit § 1, les rémul 
nérations au titre d’un emploi salarié exercé 
a bord d’un navire ou d’un aéronef exploité 
en trafic international sont considérées 
comme se rapportant 2‘1 une activité exercée 

I 
dans I’Etat contractant oil est situé 1e siége 
de la direction effective de I’entreprise et 
sont imposables dans cet Etat. 

Article 16. 
Adminixtmtezm et commimzirex de saci'étés 

par action; ou de capitaux 

§ ler. Les tantiémés, jetons de ptésenc'e et 
autres rétributions. Similaires qu’un rési'dent 
=d’un Eta‘t- contractant rego‘it CH 521 qualité 
de membre du conseil d’administration ou 
de surveillance ou d’un oggane analogue 
d’une société par actions on =d’une autre 
sociétéde capitaux, résidenteAde l’autre Etat 
contractant, sont imposable‘dans cet aufre 
Etat. 11 en est de méme dies rémunérations 
d’un assoc-ié commandité d’une société 'en 

commandite par actions, résidente de la 
Belgique.. 

_

' 

§"2. Les rémunérations allouées 5. une‘ per- 
sonne visée-au § 1 pour une activité. jour- 
naliére exercée dans un étabh'ssement stable 
situé dans l’Etat contractant autr'e que celui 
dbnt la société est un résident sont impo- 
s'ables, dans cet autre Etat si elles sont sup- 
portées comme ‘tell'es par cet établ-issement 
stable.

' 

Article 17 
. Artijz‘ex et sportif; 

Les revenus que les "professionnels du spec: 
tacle, tels les artistes de théfitre, de cinéma, 
de 19. radio ou de la télévisibn .et les musi- 
ciens, ainsi que les sportifs, retirent de 
leurs activités 'per‘sonnelles en'cette qualité, 

Supplement Bulletin Vol.‘ XXVII, no. 2, Februdxy/février 1973



sont imposables dans l’Etat contractant‘ot 
ces activités sont exercées. 

Article 18 
Pemz'om 

§ 1. Sous réserVe des dispositions de l’ar- 
tide 19, les Pensions ‘et autres rémunéra- 
tions similaires versées 2‘1 un résident d’un 
Etat contractant au titre d’un emplori_anté-‘ 
rieur ne sont imposables que dans cet Etat. 
§ 2. Toutefois, les pensions et toutes allo—

' 

cations, périodiques on non, Payées en exé- 
cution de la législation sociale d’un Etat 
contractant par cet Etat, une‘ subdivision 
politique, une collectivité locale ou une Per- 
sonne 'morale-de droit Public vde cet Etat 
sont imposables dans cet Etat. ' 

Article 19 
Rémunémzfz'om at pemz'om publique: 

§ 1. Les rémunérations, y' compris les pen- 
sions, versée's par un Etat contractant ou 
Par l’une de ses subdivisions politiques, c01- 
lectiv’ités locales ou personnes morales de 
droit' public, soit directement, soit par pxé- 
lévement sur des fonds qu’ils Iont consti- 
t'ués, au‘titre de services rendus A cet Etat 
ou 2‘1 une de ses subdivisions politique‘s, col- 
lectivités locales ou personnes morales de 
droit public, sont imposables dans ledit 
Etatl 
Cette diSposition ne s’applique pas lorsque 
le_bénéficiaire de ces revenus posséde la 

nationalité de l’autre Etat sans po‘sséder en 
méme temps la nationalité du premier Etat. 
§ 2. Le § 1 ne s’applique pas aux rémuné- 
rations-cu pensions versées au titre ‘de ser~ 
vices rendus dams~ le cadre d’une activité 
commerciale- ou industriel‘le exercée par un 
Etat contractant, par une subdivision poli- 
tique, une collectivité locals: ou mm per- 
sonne morale de droit public de cet Etat. 
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Article 20 
‘ 

Etzzdz'zmtx, apprenti: ou niaire: 

§ 1. Les sommes qu’un é‘tudiant, un 'ap- 
prenti ou un stagiaire qui est, en qui était 
auparavant, un résident d’un Etat contrac- 
tant et qui séjourne dans l’autre Etat con-‘ 
tractant 2‘1 seule fin d’y poursuivre sgs 
études ou sa formation, regoit pear couvrir 
ses frais d’entretien, d‘éfudes ou d'e forma- 
tion ne sont pas imposables dans cet autre 
Etat, :‘1 condition qu’elles proviennent de 
sources' situées én «dehors de cet 'autre ‘Et‘at. 
§ 2. Les rémunérations que les personnes 
visées au § I regoivent au titre d’urr emploi 
salarié exercé vdans l’autre Etat 2‘1 seu‘le fin 
d’acquérir des pratiques professionnelles 
pour une _durée‘ qui‘ ne dépa‘ss’e pas 183 
jours dans l’année civile ne sont pas impo- 
sables dan’s cet Etat. 

Article 21 
Revemu mm expwmémemf mentionné: 

Un r‘ésident d’un Etat contraétant n’est pas 
imposable dans l’autre Etat contractant sur 
les éléments de son revenu qui ne sont pas 
expressément- mentionnés dans les articles 

précédents, 2‘1 moins que. ces éléments de 
revenu ne soient compris dans les revenus 
attribuables 51 um établis‘sement stable ou 
une base f-ike exploité dans ‘ce dernier Etat 
Par- ledit résident du premier Etat. 

- IV. IMPOSITION DE LA FORTUNE 

Article 22 

§ 1. la fortune ConStitfié'e Par des:bi‘ens 
immobiliers, tels 'qu’ils sont fléfinis 5t l’ar- 

tide 6, § 2, est imposable dans l’Etat con- 
tractant 01‘1 ces ‘biens sont sifués. 

§ 2. Sous réserve des dispositions du § 3, 

All
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l‘a fortune constituée par des biens mobi- 
liers faisant partie dc l’actif d’un établisse- 
ment stable d’une entreprise ou par des 
biens mobiliers constitutifs d’une base fixe 
servant a l’exercice d’une professibn Iibé- 
tale es‘t imp‘osable dans l’Etat contractant 
01‘1 est situé l’établissement stable ou la base 
fixe. . 

§ 3. Les navires et les aéronefs exploités en 
trafic international, ainsi que les biens mo- 
biliers affectés :21 leur exploitation, ne sont 
imposables que dans l’Etat contractant ox‘1 

est situé le Siége de la direction effective 
de l’entreprise. 
§ Tous les autres éléménts de, la fortune 
.-d’un résident d’un Etat contractant, y com- 
pris une- participation ;— ne faisant pas 
partie de l’actif d’un établissement stable 
Visé au § 2 — dans une société par actions 
ou une autre société de capitaux, ne' sont 
imposables que clans cet Etat. 

V. DISPOSITIONS PREVENTIVES 
DE LA DOUBLE IMPOSITION 

Article 23 

§ 1. En ce qui concerne les résidents de 
I’Autriche, 19. double imposition est évitée 
de la maniére suivante: 
1° les revenus provenant de la Belgique— 
2‘1 l’exclusion des revenus, visés au' 2° — et 
les éléments de la fortune situés en Bel— 
gique, qui sont imposables dans cet Etat 
en vertu des articles précédents, sont 
exemptés d’impéts en Autriche. Cette 
exemption ne limite pas le droit de I’Au- 
triche de tenir compte, lors de la détermi- 
nation 'du taux de ses impéts, vdes r¢venus 
et dies éléments .de fortune ainsi exemptés; 
2° l’impét Pergu en Belgique conformémen‘t 
51 1a Présente convention 
a) sur les dividendes soumis au régime 
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prévu 2‘1 Particle 10, § 2 et non visés au 
3° ci7aprés, . 

b) sur les intéréts imposables conformé- 
ment 2‘1 l’article 11, § 2 et 
c) sur les redevances imposables conformé- 
ment 2‘1 l’article 12, § 2, est imputé s11; 
l’impét afférent £1 ces mémes revenus qui 
est pergu en Autriche. Le montant ainsi 
déduit ne peut toutefois excéder Ia fraction 
d‘e l’impét, calculé avant la déduction, qui 
co'rrespond prbportionnellement auxdits.re- 
venus imposables en Belgique; 
3° lorsque le tés-idem rde l’Autriche est un 
aSSOCié d’une société en nom collectif ou. 
d’une société en co‘mr'nandite; simple, rési- 
dente de la Belgique, les dispositions du' 1° 
s’appliquent 2‘1 59. quote-part dans les béné- 
fices sociaux et ’21 $9. participation dans la 
fortune de la société; le méme régime s’ap- 
plique‘aux revenus, autres que les revenus 
de capitaux investis, recueillis par un rési- 
dent de 1’Autriche en qualité d’associé 
d’une société de personnes 5. responsabilité 
limitée, résidente de la Belgique. '

. 

§ 2. En ce qui concerne les résidents de la 
Belgique, Ia double imposition est évitée 
de la maniéte suivante: 
1O les revenus provenant de l’Autriche ‘—. 
2‘1 l’exclusion des revenus visés aux 2° et 3° — et les éléments ,de la fortune situés en 
Autriche, qui sont imposables dans cet Etat 
en vertu des articles précédents, sont.exemp- 
tés d’impéts en Belgique. Cette exemp— 
tion ne limite pas le droit de la Belgique 
de tenir compte, pour la détermination du 
taux de ses impéts, des revenus et des élé- 
ments de la fortune ainsi exemptés; 
2° en ce qui concerne les dividendes soumis 
au ré‘gime prévu a l’article 10, § 2, les inté- 
réts impOsabIes conformément é l’article 1.1, 
§§ 2 on 7 et les redevances imposab’les con— 
formément 2‘1 Particle '12, §§ 2' on 6, la quo- 
tité forfaitaire d’impét étranger prévue par 
la législation belge est imputée dans les 
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conditions et au taux prévus par cette lé- 

gislation, soit sur l’impét des Personnes 
physiques afférent auxdits dividendes, ‘inté— 
réts et:.redevances, soit sur l’impét des so- 
ciétés afférent auxdis intététs et redevances; 
5° 21) lorsqu’une société résidente de la Bel; 
gique a la propriété d’actions ou parts d’une 
sofiiété de capitaux, résidente‘ de l’Au'trjche, 
les dividendes qui lui sont attribfiés par 
cette derniére société et qui Ont été soumis 
au régime prévu a l’art'icle 10, § 2, sont 
exemptés d’impét des sociétés-en Belgique, 
dans la meS‘ure 01‘1 cette exemption serait 

accordée si .les deux 'so'qiétés .étaient r_ési- 

dentes de la Belgique; cette disposition 
n’eXclut pas le prélévement sur cés divi- 

dendes .du précompte mobilierpxigible .sui- 
vant la législation beige; 
b) lorsqti’une société résidente de la Bel- 
gique a eu pendant toute 1a durée de l’exer-r 
cice social d’une société de capitaux, rési- 

dente de I’Autriche ct soumise '21 l’impét 
des sociétés dans cet ‘Etat, la propriété ¢x- 
elusive d’actions on parts de cette der'niére 
société, elle peut également étre exemptée 
du précompte mobilier exigible, suivant la‘ 
législation belge, sur les dividendes de' ces 
actions ou parts, 5. 1a condition d’en faire 1a 
demande par écr'it au plus tard dans l'e délai 
prescrit pour la ‘remise de sa déclaration 
annuelle; lors de la redistribution 2‘1 ses 

propres actionnaires de ces dividendes ainsi 
exemptés, ceux-ci ne peuvent, dans ce cas, 
étre déduits des dividendes distribués 'pas— 

sibles du précompte mobilier. Cette- dis- 

position n’est pas applicable lo‘rsque 1a pre- 
miére société a valablement opté pour l’as- 
sujettissement de ses bénéfices a l’impét des 
personnes physiques. 
Dans‘l’éventualité 01‘1 les dispositions de la 
législation belge, exemptant de l’irnpét des 
sociétés 1e montant net des dividendes qu’ 
une société résidente de la Belgique regoit 
d’une autre société résidente de_ la Bel- 
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gique, seraient modifiées de maniére a li- 

miter l’exemption aux dividendes afférents 
,é des participations d’une importance dé.— 

terminée dans le capital de la seconde so- 
ciété, 1a disposition de l’alinéa ptécédent ne 
s’appliquera qu’aux dividendes attribués 

par des sociétés résidentes de l’Autriche et 
afférents '21 des participations de méme im- 
portance dans le capital desdites sociétés. 
4° lorsque 1e résident est une société autre 
que par actions: - 

a) l’exemption prévue au 1° s’applique- aus- 
si aux associés de cette socié’té, qu’ils soierit 
on non des résidents de la Belgique, dans 
la mesure 01‘1 les revenus ou éléments d'e 

fortune de ladfte société qui sont imposables 
en Autriche en vertu de la convention, sont 
également imposables en Belgique, au'tre- 

ment qu’au titre de revenus vde capitaux in- 
vestis‘, a charge de ces associés en vertu de 
la législation belge; " 

b) 121 déduct‘ion prévue au 2° s’applique 
dans la méme mesure aux associés de laditc 
société, lorsque Cells-Ci a opté pour l’assu- 
jettissement de ses bénéfices 5. l’impét des 
personnes physiques; 

' ' 

5° l’exemption prévue au 1° ne s’applique 
Pas aux revenus d’un résident de la Bel- 
gique, associé d’une société en nom collectif 
ou d’une société en commandite simple ou 
d’une société civfle, de droit autrichien, qui 
a son siége de direction effective en"- Au- 
tr'iche, lorsque ces revenus ne ‘gonstituent 
pas des revenus imposables dans ce derniei: 
Etat en vertu de sa législation. 
§ 3. Lorsquc, conformément 2‘1 13. législation 
d’un Etat contractant, des pertes subies par 
une entreprise de cet Etat dans un établisse— 
ment stable situé dans~-1’autre Etat sont, 

pour l’imposition de cette entreprise, effec- 
tivement déduites de ses bénéfices imposa1 
bles dans le premier Etat, l’exemption Pré- 
vue aux §§ -1, 1°, et 2, 1-0, ne s’applique 
pas dans ce premier Etat aux bénéfic'es 
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d’autres périodes imposables qui sont im- 
putables '21 cet établissement, dans la mesure 
01‘1 ces bénéfices ont aussi été exemptés 
d’impét dans l’autre Etat en raison de leur 
compensation avec lesdites Pertes. 

VI. DISPOSITIONS SPECIALES' 

Article 24 
‘ N on-dz'xcrz'mifialz'on 

§ 1. Les nationauxd’un Etat contractant ne 
sont soumis dans l’autre Etat contractant 
2‘1 aucune imposition ou‘ obligation y relative 
qui est. autre 011 plus 'lourde que. celle 2‘1 

laquelle sont ou pourront étre assujettis les 
nationaux de cet autre Etat se trouvant dans 
la méme situation. 
§ 2. Le terme «nationaux» désigne; 
a.) les personnes physiques qui pdssédent la 
natipnalité d’un Etat .contractant; 
b) les sociétés constituées conformément 5. 

la législation en vigueur dans un Etat con- 
tractant.

' 

§ 5. Lfimposition‘ d’un établissement stable 
qu’une entreprise d’un Etat contractant a 
dans l’autre Etat contractant n’est pas:éta- 
blic dans cet autre Etat d’une fagon moins 
favorable que l’imposition des entreprises 
de cet autre Etat' qui exercent 1a méme 
activité.

' 

Cette disposition ne peut étre integprefée 
1‘? comme obligeant un Etat contractant é 
accorder aux résidents, de l’autre Etat con- 
tractant les déductions personnelles, abatte- 
ments et réductions d’impét en fonction de 
la situation ou des charges de famille qu’il 
accorde é ses propres résidentes; 
2° comme empéchant la Belgique d’imposer 
globalement 1e total des bénéfices imput- 
ébles 2‘1 l’établissement stable dont dispose 
dans cet Etat une société résidente de FACE 
triche, ou tout autxge groupement ou société 
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de personnes ayant s‘on siége de direction 
effective en Autrich'e, au taux fixé par sa 
législation, :1 condition que Celui-ci n’excéde 
pas, en principal, 1e taux maximal appli- 
cable 5 l’ensemble ou é une fraction des 
bénéfices des sociétés résidentes de la Bel- 
gique; - 

3° comme empéchant 1a Belgique d’in'aposer 
sur le :montant minimal de r'evenu,-'déter- 
miné par 59. légis‘lation et applicable aux 
non-résidents de cet Etat qui en sont ou . 

non des nationaux et qui y dis'posent -d’un_e 
habitation, les nationaux de l’Autriche qui 
ne sont pas des résidents de la Belgique 
mais y disposent d’une habitation;

' 

§ "4. Les entreprises d’un Etat contractant, 
dont 'Ie capital est en tO‘taIité ou en partie, 
directement ou indirec'tement, détenu ou 
contrélé par un ou plusieurs résidents de 
l’autre Etat contractant ne sont soumises‘ 
dans le premier Etat contractant 2‘1 aucune 
imposition an obligation y relative, autre 
011 plus lourde que celle 2‘1 laquelle sont ou 
poutront étre assujetties les autr'es entrepri- 
565 de méme nature de ce premier Etat. 
.§ 5. Le terme «imposition» désigne, dans 
le présent article, les impéts d‘e toute nature 
on dénomination. 

Article 25‘ 

_ 
Procéaiwe amiable 

§ 1. LOrsqu’un résident d’u‘n Etét contrac- 
tant estime que les me’s’ures prises par un 
Etat contractant ou par chacun des deux 
Etats entrainent ou entrainerofit pour lui 
une imposition non conforme a la conVen- 
tion, i1 peut, sans préjudice des recours 
prévus par la l‘égislation nationale de cés 
Etats, adressér é l’autorité' compétente de 
l’Etat contractant do‘nt il est un résident, 
une demande écrite Fle révision de cette 
imposition. Pour étre recevable, ladite de- 
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mande doit ‘é'tre Présentée dans un délai 
de deux ans 5. compter de la notification ou 
de la perception 5.1a source de l’imposition. 
§ 2. L’autorité compétente visée au § 1, 

s’cfforce, si la réclamation lui parait fondée 
et si elle n’est pas élle-méme en mesure 
d’apporter une solutionsatisfaisante, de :65- 
gler 19. question par voie d’accord amiable 
avec L’autor-ité compétente de l’autre Etat 
contzactant, en vue d’éviter une imposition 
non conforme 51 la convention. ' 

§ 3. Les afitorités compétentes des Etats 
contractants s’efforcent, par voie d’accord 
amiable, de résoudre les difficultés ou de 
dissiper les doutes auxquels pent donner 
lieu l’application de‘ la convention. 

§ 4. Les autorités compétentes des Etats. 

contractants se concertent au sujet des me- 
sures administratives compatibles avec leurs 
législatfons, qui sont nécessaires E1 l’exécu-‘ 

tiQns des dispositibns de la convention, et 
notamment au sujet des justifications é. 

fourhir .par ~1es résidents de chaque Etat 
pour, bénéficier dans l’autre Etat des exemp- 
tions on xéductions d’impéts prévues 2‘1 

cette convention,
' 

Article 26 
Eclmnge de i-emez'gne'mentx 

§ 1. Les autorités compétentes des Etats 
contractants échangent les renseignements 
nécessaires pour applique: les dispositions 
de la convention et celles 'des lois interrles‘ 

des Etats contractants relatives aux impéts 
visés Par la convention, dans la mesure 01‘1 

l’imposition qu’elles prévoient est ,confozme 
2‘1 la-convention. 
Tout rengeignement ainsi obtenu doit étre 
tenu secret; i1 ne peut étre c'ommuniqué, en 
dehors du contribuable ou de son manda- 
taire, qu’aux personnes ou autorités 'char- 

gées de l’établissement ou dul recouvrement 
des impéts visés par la convention et des 

TEXT 

réclamations et recours y relatifs. 
§ 2. Les dispositions du § 1 me peuvent en 
aucun cas étre interprétées comme imposant 
é. um Etat contractant l’obligation: 
1° de prendre des dispositions administra- 
tives dérogeant 5L sa propre législation ou 
'21 sa pratique administrative on 51 celles de 
I’autre Etat contractant; 
2° de fOurnir des. renseignements qui ne 
pourraient- étre obtenus sur la base de sa 
propre l‘égislation ou dans le cadre de sa 
pratique administrative normals ou de celles 
de l’autre Etat contractant; 
3° de transmettre des renseignements qui 
révéleraient un secret commercial, indus- 
.trie1, professionnel ou un procédé commer- 
cial, ou des renseignements dent 13. com- 
munication serait contraire 2‘1 l’ordre Public. 

Article 27 
Diver; 

§ 1. Les dispositions de la convention ne 
portent pas attein'te aux priviléges fiscaux 
dont bénéficient les membres des missions 
diplomatiques et des postes consulaires en 
vertu, soit des régle's générales du droit 
des gens, soit des dispositions d’accords 
particuliers. _ 

§ 2. Aux‘fins 'de la convention, les membres 
d’une mission diplomatique ou consulaire 
d’un Etat contr‘actant accréditée dans 1.’ autre 
Etat contractant ou dans un Etat tiers, qui 
ont la"nationalité de l’Etat accréditant, sont 
réputés étre résidents de l’Etat accréditant 
s’ils y sont ‘soumis aux mémes obligations, 
en mati’ére d’impéts sur le revenu et sur 
la fortune, que les résidents dudit Etat. 
§ 3. La convention ne s’app'liqub pas aux 
organisations internationales,‘ 5. léurs orga- 
nes ou '21. leurs fonctionnaires, ni aux Per- 
sonnes qui sont membres d’une mission di- 
plomatique ou consulairefid’un Etat tiers, 

lorsqu’ils se trouvent sur le. territoire d’un 
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Etat contractant et ne sont pas traités com- 
me des résidents dans l’un ou ‘l’autre Etat 
contractant en matiére d’impéts sur le re- 
venu et sur la' fortune. 
§ 4. Aucune disposition de la convention 
ne peut étre interprétée: 
1° cornme empéchant un Etat contractant 
d’appliquer les dispositions de sa législation 
nationale tendant é éviter l’évasion et la 
fraude fiscale; 
2° comma limitant l’imposition d’une so- 
ciété résidente de la Belgique yen rcés de 
rachat de ses propre's actions ou. parts 011 2‘1 

l’occasion du partage de son avoir social. 
§ 5. Le Ministre des Finances de la Bel- 
gique ou ses délégués mandatés é. cette fin- 
et le Ministre fédéral des Finances de I’Au- 
triche communiquent entre veux pour l’ap- 
plication de la convention. 

VII. DISPOSITIONS FINALES 

Article 28 
Entrée. en .vigézeur 

§ 1. La convention sera ratifiée et les in— 
struments de ratification seront échangés le 
plus tét possible 5. Bruxelles. 

§ 2. La convention entrera en vigueur 1e 
quinziéme jour suivant celui de l’échange 
des instruments de ratification et Elle s’ap- 
plique‘ra: 
1° en Belgique: 
a) aux impéts dus 2‘1 la sburce sur les re- 
venus normalement attribués ou mis en 
paiement aprés 1e 31 ’décembte de l’année 
de l’échange des instruments de ratification; 
b) aux autres impéts établis sur des revenus 
de périodes imposables prenant fin nor- 
malement aprés 1e 31 décembre de la mé‘me 
anqée;

‘ 

2° en Autriche: 
a) aux impéts dus 1‘1 121 source sur les re» 
venus attfibués auxbénéficia‘ires aprés 16 
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31 décembre de l’année de I’échange des 
instruments de ratification; 
b) aux aut'res impéts pergus pour les années 
suivant 1a méme année. 

Article 29 
De’nomz’atz‘o‘n 

La‘ convention restera indéfiniment en 
vigueur; mais chaque Etat contractant pour~ 
ra, jusqu’au 30 juin inclus de toute année 
civile 2‘1 partir de la cinquiéme année suivant. 
celle de sa ratification, la dénoncer, par 
écrit, et par la voie diplomatique, 2‘1. l’autre 
Etat contractant. En cas de dénonciation, 
la convention s’appliquera pour la derniére 
fois 
1° en Belgique; . 

a) aux impéts dus 51 1a source Sur les re- 
venus normalement attribués ou mis en 
paiement au plus tard 1e 31 décembre dé 
l’année de la .dénoficiation; ' 

b) aux autres impéts- établis sur des revenus 
de périodes imposables prenant fin norma- 
lement au plus tard le 31 décembre de la 
méme année;

‘ 

2° en Autriche: 
a) aux impéts dus 2‘1 19. source sur les re- 
venus attribués aux bénéficiaires au plus 
tard 1e 31 décembre de l’année de la dénon- 
ciation; ' 

b) aux autres impéts pergus pour la méme 
annee. 4 

En foi de quoi les Plénipotentiaires des 
deux Etats ont signé Ia présente convention 
et y ont apposé leurs sceaux. 
Fait 2‘1 Vienne, 1e ‘29 décembre 1971? en 
“double exemplaire, en langue frangaise, en 
langue néerlandaise et en langue allemande, 
les trois textes faisant également foi. 
Pour 1e Royaume de Belgique: 
G. C. Puttevils 
Pour la République d’Autriche: 
J.. Hammerschmidt 
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Convention entre le Royaume de Belgique-et la 
République Fédérative du Brésil, an we d’éviter 
les doubles impositions et de régl‘er ce-rtairnes 
autres questions en matiére d’im-péts sur la 

revenu. 

SUPPLEMENT TO THE BULLETIN FOR INTERNATIONAL FISCAL DOCUMENTATION AU BULLETIN DE DOCUMENTATION FISCALE INTERNATIONALE 

Vol. XXVI], No, 4, April/avril 1973' 

INTERNATIONAL BUREAU 
OF .FISCAL DOCUMENTATION 

Muiderpoort - 124 Sarphatistraat - Amsterdam 

A double tax treaty way signed between Belgium and Brazil on [me .23, 1972. 
The treaty will be generally effective in the year in which the z'mtrument: of 
ratification will be excladnged. The treaty will apply to withholding taxex in the 
next year. 

T‘E'X T 
83. Majesté 1e Roi des Belges 
et 
Le Prési-dent de la République Fédérative 
du Brésil, - 

désireux d’éviter les doubles impositions et 
de régler certaines autres questions en ma- 
tiére d’impéts sur le revenu, ont décidé de 
conclure une Convention et ont nommé '21 

cet effet pour leurs Plénipotentiaires, sa- 

vo1r: 
Sa Majesté 1e Roi des Belges: 
Le Baron Paternotte de La Vaillée, Am- 
bassadeur de Belgique au Brésil, 
Le Président de la République Fédézative 
du Brésil: 
Monsieur Mario Gibson Barboza, Ministre' 
d’Etat des Relations extérieures, 

lesquels, aprés avoir échangé leurs plains 
pouvoirs, reconnus en ‘bonne let due forme, 
sont convenus‘ des, dispositions suivafiteS‘: 

Article 1. 

Pentax/flex wkéex. 

La présente gonvention s’applique aux per- 
sonnes qui sont des résidents d’un Etat 
contractant ou de chacun' des d’eux Etats. 

Article 2. 
I mpo‘tx visé’x. 

1. Les impéts actuels auxquels s’applique 
la convention sont: 
a) pour la Belgique: 
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‘ 4— l’impét des personnes physiques; — 'l’impét de‘s .sociétés;

' 

lfimpc‘gt‘ des personnes moral‘es; 
—~'—-— l’i‘mp‘ét dES non-té‘gidénts, y‘ compris 

les "Précomptes et les compléments de 
Précomptes, >le‘s décimes et centimes 
adlditiorinels ‘auxdits impéts et précomp- 
tes ainsi que la taxe communale addi- 
tionnelle i ~l’impét des personnes Phy- 
siques (‘ci-aprés dénommés. «l’impét 
’belge»);

' 

5) pour le Brésil‘: - 

—-—~ l’im’pét fédéral sur le ,revenu et les 
profits d6 toute nature, é 1"exc‘lus’ion de 
I’impét sur Ies transferts‘, excédentaires 
et sur‘ 165 activités de moindre impor- 
tance 'Cci-aprés d‘énommé‘ «‘l’impét 'b‘ré- 
silien»). 

2. La conventiOQ s’appliquera aussi aux 
IZmpéts futurs de nature identiqu’e ou- Vana- 
logue qui 'S’a‘joutetaient aux irnpéts actuéls 
bu, qui 16's remp‘laceraient. ' 

Article 3; 

Définition: ge’ne’mlex. 

1. 
‘ Dans 1a présenté convention; 

a) ‘le terme «Belgique, employé dans“ un 
' 

Sens géographique; désigne'l¢ ferritoire du 
Royaume de Belgique; i1 inclut tout terri- 
toire en dehors de la spuxfieraineté nationale 
de la Belgique 'qui est ‘ou- sera désigné, 
selon la. Iégislation belge sur le plateau 
continental et conformément au droit inter- 

. 

national, comme ‘territoir'e' ~sur lequel. les 
droits‘ de‘ la Belgiq'ue 5. l’égard du sol et- 

du sous-sol de la mer et de leurs ressources 
naturelles' peuvent étre exercés; 
5) la terme «Brésil», employé dans un 
sens géographique, désigne la République 
Eédé‘rale‘ du~ B'résil; - 

.
. 

c) les expressions «un Etat coqtractant», et 
«l’autre Etat contractant», désignent, sui- 

vant 'le contexte, 1e Br’ésil~ 011 1a Belgique; 
4) 1e terme «personge» comprend une 
personne Physique, une société‘ et tout 
autre groupement de personnes; 
e)» 1e ‘témie «sodété» désigne ‘toute per— 
sonne morale ou toute rentité qui est con— 
sidérée comme une personne morale aux 
fins d’imposition; 

f) les Expressions «entrepris‘e d’un Etat 
contracta'nt» et «entreprise de l’a'utfé Erat- 

contractarits désignent respe’ctivement une 
enfreprise ekploit‘ée par. un résident d’un 
Etat 'contractant et une entreprise exploi- 
téé par'ufi «résident de l’autre Etat contrac— 
tant; . 

g) l’expression «agtorité compétente» dé- 
sxgne: 
1. en Belgique: 

‘ L’autorité compétente suivant la,1é‘gislation 
_b_elge.

I 

_ 2. an Brésil: 
Le Ministre deé Finances, 1e. S‘ecrétaire de 
la Rece‘tte Eédérale our leurs r‘eprés‘entant's 

autorisés; 
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 'con’vemion; ,5. nio‘ins que le~ rtdntexte 
u’exige une interprétation différente. 

Article 4. 
Domicile fimzl. 

1. Au sens de la Présente conventién, 
l’expression «réside‘nt d’un Etat contrac- 
tant» désigne‘ toute personne qui, en vertu 
de la législaitibn, dudit ,Etat, est assujettie 5L 

l’imPét dans cet Etat, en raison de son 
domicile, de sa résidence, de son ‘siége de 
direction on de tout au’tre critére‘ de nature 
analogue; elle .désigne aussi les sociétés de 

B2 Supplement Bulletin Vol. XXVII,f-no.4,Ap;il/avri1 1973



droit belge -— autres que les sociétés par 
actions — qui ont opté pour l’assujettisse- 
ment de leurs bénéfices 5. l’impét des per- 
sonnes physiques. - 

2. Lorsque, selon la disposition du para- 
graphe 1, une personne physique est con~ 
sidérée comme résident’ de chacun des 
Etats contractants, 1e cas est résolu d’aprés 
les régles suivantes: 
4) Cette personne est considérée comme 
résirdent de l’Etat contractant of; elle dis- 

pose d’un foyer d’habitation permanent. 
Lorsqu’elle dispose d’un foyer d’habitation 
permanent dans chacun des. Etats contrac- 
tants, elle est consid’érée comme résident 
de l’Etat contractant avec lequel ses liens 
personnels et économiques sont les plus 
étroits (cmtre des intéréts vitaux); 
[7) Si‘ I’Etat contractant 01‘1 cette Personne 
a le centre dehses intéréts vitaux ne peut 
pas étre déterminé, on Si elle ne dispose 
\d’un foyer 'd’habitation permanent dans 
a‘ucu-n‘ des Etats contractants, elle est con- 
sidérée comme résident de l’Etat contrac- 
tant oh elle séjourne de fagon ,habituelle; 
c) Si cette personne séjoume de fagon ha- 
bitueIIe dams chacun des Etats contractants 
on Si ‘elle ne séjourne de fagon habituelle 
dans aucun d’eux, elle est considérée 
comme résident de I’Etat contractant dont 
elle posséde la nationalité; 
d) Si. cette personne posséde la nationalité 
de chacun des Etats contractants ou si 6116 
me posséde 1a nationalité d’aucun d’eux, 
les autorités compétentes des Etats contrac- 
tants tranchent 1a question d’un Commun 
accord; 
3; LOrsque, selon 1a disposition du para- 
graphe 1, une personne autre qu’une Per- 
sonne physique est considérée comme ré- 
sident vde chacun des Etats ‘contractants, elle 
est réputée résident de l’Etat contractant 
01‘1 se trouve son siége de direction effec- 
tive.

‘ 

Article 5'. 

Etablz'ksement stable. 

1. Au sens de la ‘présente convention, 
l’expression «établissement stable» désigne 
une installation'fixe d’affaires 01‘1 'l’entre- 

prise exerce touts ou partie de 'son activité. 
2. L’expression «établiss‘ement stable}; 

comprend notamment: ' 

a) un siége de direction; 
5) une sutcursale; 
:) un bureau; 
d) une mine; 
9) un atelier; 
f) une mine, une carriére ou ".tout autre 
lieu d’extraction de ressources naturellés; 

g) ml Chantier de constructiofi ou de mon— 
tage dont‘ la durée dépaSse six mois. 
3. 'On ne considére pas qu’il y a établisse-’ 
ment stable si: . . 

42) il est fait usage d’installations aux 
seules‘ fins de stockage, d’exposition ou de 
livraiSon de ,marchandises apparten’aht a 
I’Entreprise; 

b) des marchandises appartenant 2‘1 I’entre'a 

prise sont 'entreposées aux seules fins de 
stockage, d’exposition ou de livraison; 
c) des marchan-dises appartenan": £1 1’entre-. 

prise sont entreposées aux seules fins de_ 
transformation par une autre entreprise’; 
d) une installation fixe d’affaires est utilia 
sée aux seules fins d’acheter des marchan- 
dises ou de réunir deé informations Pour‘ 
l’entreprise; '

» 

e) une installation fixe d’affaires est uti- 

lisée, Pour l’entreprise, aux seules fins de 
publicité, de fourniture d’informations, de 
recherches scientifiqfiés ou d’activités ana- 
logues qui ont un ‘caractére préparatoire, 
ou auxiliaire. 
4. 'Une personne agissant dans un Etat 
contractant pour le compte d’une entre- 

Prise de I’autre Etat contracta’nt — autre 
qu’un agent jouissant d’un statut indépen- 
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dant visé au Paragraphe 5 — est considérée 
‘comme «établissement stable» dans le pre~ 
mier Etat si elle dispose dans cet Etat de 
pouvoirs qu’elle y exerce 'habitue‘llement 
lui permettant d‘e conclure des contrats au 
nom de l’entreprise, 2‘1 moins que l’activité 
de cette personne ne soit limitée 2‘1 l’achat 
de marchandises pour l’entreprise. 
Toutefois une entreprise 'd’assurances d’un 
Etat contractant est considérée comme ayant 
un établissement stable dans l’autre Etat 
contractant dés l’instant que, par l’inte’ra 

médiaire d’un représentant n’entrant pas 
dans la catégorie des personnés visées au 
paragraphe 5 ci-aprés, elle pergoit des 
primes sur le territoire de ce dernier Etat 
ou assure des riSques situés sur ce territoire. 
5. On ne considére Pas qfi’une entre- 
prise d'un Etat' contractant a un ‘établisse- 
ment stable dans lfautre Etat contractant 
du seul fait quielle y exerce son activité 
par l’entremise d’un courtier, d’un com- 
missionnaire général ou de‘ tout autre inter- 
médiaire jouissant d’un statut indépendant, 
a condition que ces, personnes agissent dans 
le cadre ordinaire de leur activité. 
6. Le fait qu’une soci’été résidente d’un 
Etat contractant contréle ou est contrélée 
par une société qui est un résident de 
l’autre‘ Etat contractant ou qui y exerce 
son activité' .(que 'ce soit par l’inltermédiaire 
d’un‘ établissement stable ou non) ne suffit 
pas, en luLméme, £1 faire de l’une quel- 
conque de ces sociétés un établissement 
stable de l’autre. 

Article 6. 

Revenm immobilierx. 

1. Les ‘revenus provenant de biens immo- 
biliers sont imposables dans l’Eta’c con'~ 

tractant oil ces ‘biens sont Situés. 
2. a) L’expression‘ «biens, immobiliers» 

est définie conformément au droit de l’Etat 
contraqtant 01‘1 Ies biens considérés sont 
situés. 

[7) Cette expression englobe en tous cas 
les accessoirés, 1e cheptel mort ou vif des 
exploitations agricoles et forestiéres, les 
droits auxquels s’appliquent les disposi- 
ti‘ons du droit privé concernant la propriété 
fonciére, l’usufruit des biens immobiliers 
et les droits 5L des redevances variables on 
fixes ppur l’exploitation ou la concession 
de l’exploitatibn de gisements 'minéraux, 
sources et autres ressources rnatuxelles; les 
navires, bateaux et aéronefs ne sont pas 
d’expl'oitation de ‘biens immobiliers. 
3. Les dispositions -du paragraphe l s’ap- 

Pliquent aux revenus provenant de l’ex- 

ploitation directe, de la location on de 
l’affermage, ainsi que de toute autre forme 

_ d’exploitation de biens immobiliers. 
4. Les dispositions des paragraphes 1 et 3 
s’ap‘pliquent également aux revenus prove- 
nant des biens immobiliers d’une entre— 
Prise ainsi qu’aux revénus des biens im- 
mobiliers servant 2‘1 l’exercice d’une Profes- 
sion libérale. 

Article 7. 

Bénéfice: des entreprises. 

1. Les bénéfices d’une entreprise d’un Etat
' 

contractant ne sont imposables que dans cet 
Etat, é moins que l’entreprise n’exerce son 
activité dans l’autre Etat contractant par 
l’ntermédiaire d’un établissement stable 
qui y est-situé. Si l’entreprise exerce son 
activité d’une telle fagon; les bénéfices de 
l’entreprise sont imposablés dans l’autre 
Etat mais tuniq‘uelnent dans la mesure 01‘1 

ils sont imputables audit établisser’nent 
stable. 
2. Lorsqu’une entreprise d-’un Etat con— 
tractant exerce son activité dans l’autre 
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Etat contractant par l’intermédiaire d’un 
établissement stable qui y est situé, il est 
imputé, dans chaque Etat contractant, a rd: 
établissement stable les bénéfices qu’il} 

aurait pu réaliser s’il avait consjitué une 
entreprise distincte et séparée exergant des 
activités identiques ou analogues dans des 
conditions identiques ou analogues et trai- 
tant en tou'te indépendanc'e avec l’entre— 

prise dont i1 constitue vun établissement 
stable.

' 

3'. Dans le calcul des 'bénéfices d’un éta- 
bliSsement stable, sont admises en déduc- 
ti‘on‘ les dépenses exposées aux fins pour- 

. suivies par cet établissement stable, y com- 
pris les dépenses de direction et les frais 
généraux d’ad‘ministration ainsi‘ exposés. 
4. Aucun bénéfice‘ n"est imputé 5.. urr éta— 
blissement stable du fait que cet établisse- 
ment stable 9. simplement acheté rdes mar- 
Ichandises pour l’entreprise. 
5. Lorsque les bénéfices comprennent des 
élements de revenu traités séparément dans 
d.’autres articles de, la présenfe Convention, 
les dispositions de ces articles ‘ne sont pas 
affectées par les dispositions du présent 
article. 

Article 8. 
Navigation maritime et aéri'enne. 

1. Les bénéfices, provenant -de l’exploita- 

tion, ‘en frafic international, de navires ou 
d’aétonefs ne sont imposables que dams 
I’Etat contractant 01‘1 1e siége de la direction 
effective the 'l’entreprise est :situé. 

2. Si 16 siége die 121 direction effective 
d’une entreprise de navigation maritime 
est £1 bord’ ~d’un navire, ce siége sera réputé 
situé clans l’Etat contractant 01‘1 se, trouve‘ 
1e port d’attach’e de ce navire‘ on, 5, défaut 
de' port d’attache, dans l’Etat contractant 
dont 1’exploitant du navire est un résident. 

TEXT 

Article 9. 
Entreprisey amocie’ex. 

Lofsque 
a) lune entreprise d’un Etat vc0ntractant 
participe directement ou indirectement ,5, 

121 direction, au cantréle on an capital diune 
entteprise de 1’autte Etat contractant, ou 
que 
[9) les mémes personnes Participent direc- 
tement ou indirectement '21 .la direction; au‘ 

contréle an au capital d’une entreprise d,’un 
Etat contractant et d"une entrepris‘e‘ ‘de 

l’autre Etat centractant, 
et que, d‘ans Tan et l’autre Cas, .les deux 
entreprises sont, dans leurs relations com; 
merciales ou financiéres, liées par des con- 
dititms acceptées ou imposées, qui différent 
de celles qui seraie‘nt conclues, entte -des 

entreprises vindépendantes, les ‘bénéfices 
qu'i‘, 'sans ces conditions, auraient Iété obte- 
nus par l’une des entteprises .mais n’ont 
pu 1? étre en fait 5 cause de ces conditions, 
peuvent étre inclUs dans les. bénéfices de 
cette ‘entreprise et imposés en conséquence. 

Article 10. 
Dividend“. 

1. Les dividendes payég par une société 
résidente d’uh‘ Etat contractant 2‘). un réhie 
d‘ént de l’autre Etat contractant sont imi 
posables‘ dans. cet autre Etat. 
2. Toutefois, les dividendes peuvent étre 
imposés dans l’Etat contractant: dont' la‘ 50- 
ciété qui paie les dividendes est un resident 
et selon la législation de cet Etat, 'mais 
l’impét ainsi établi ne peut excéder 1'5 p.c. 
du montant brut ‘des dividendes. 
Les dispositions du Présent paragra’fihe ne 
limitent pas l’imposition de la“ société sur 
les bénéfices qui servant au pdiement des 
dividendes. 
3. Le terme «diVidendes» employé dans 
le Présent article déSigne les reverius pro! 
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venant 'd’actions, actions 'ou bons de jouis- 
sauce, parts de mine, Parts de fon-dateurs 
ou autres parts bénéficiaires, 2‘1 l’exception 
des créances, ainsi que les revenus d’autres 
parts sociales soumis au méme régime que 
les. revenus d’actions par la ,législation fis- 
cale de l’Etat .dont la société distributrice 
est un résident. Ce terme désigne égale- 
ment les_revenus ~— méme attribués sous la 
forme d’intéréts -—— imposables au titre de 
revenus de capitaux 'investis par les associés 
dans les :sociétés autres que les sociétés Par 
actions, résidentes de la Belgique. ' 

4. Les dispositions Ides paragraphes 1 et 2 
me s’appliquent pas lorsque 1e bénéficiaire 
des dividendes,' résident d’un Etat contrac- 
tant, a, dams l’autre Etat contractant dont 
la société qui paie les dividendes est un 
rés'ident, un établissement'stable auquel se 
rattache effectivement la participation gé~ 
nératricé des dividendes. Dans ce cas, les 
dispositions de Particle; 7 sont applicables. 
5. Lofsqu’une société résidente de la Bel- 
gique a un établissement stable au Brésil, 
cet établissement peut y étre assujetti a un 
impét retenu a la so‘ur‘ce conformément 51 

1a législation brésilienne, mais cet impét 
ne peut excéder 15 p.c. du montant du 
bénéfice de 'l’établissement stable, déter- 
mine aprés 1e paiement de I’impét sur les 
sociétés afférent audit .bénéfice. 
6. Les limitations du taux de l’impét pré- 
vués aux paragraphes 2 et 5 me s’applique- 
ront pas aux dividendes et bénéfices qui 
seront payésmou transférés avant 1e 1er jan- 
vier 1976. 

' Artitle 1 1. 

I nte’réts. 

1. Les intéréts pro’venant d’un Etat con- 
tractant et payés '21 um résident de l’autre 
Etat contractant sont'imposables dans cet 
autre'Etat. ‘ 

2. Toutefois, ces intéréts Peuvent étre im— 
posés dans l’Etat contractant d’01‘1 ils Pro- 
viennent et selon 1a législation de cet Etat, 
mais l’impét ainsi établi ne peut excéder 
15 p.c. du montant brut des intéréts. 
3. Par dérogation aux dispositions du pa- 
ragraphe 2: 
4) les intéréts des préts et crédits consen- 
tis par le gouvemement d’un Etat contrac- 
tant 116 seat pas imposés dans l’Etat d’01‘1 
proviennent les intéréts; 
[7) 1e taux de l’impét ne peut excéder 10 
p.c. en ce qui concerne les intér‘é‘ts des 
préts et crédits ‘consentis, pour une durée 
minimale de 7 ans, par des établissements 
bancaires avec la participation d’un orga- 
nisme public de financement spécialisé et 
liés 2‘1 la vente de biens d’équipement ou 
2‘1- l’étude, 2‘1 l’installation on '21 1a fourniture 
d’ensembles industriels, ou scientifiques 
ainsi que d’ouvrages publics. 
4. Le terme «intéréts» employé dans le 
présent article désigne les revenus des 
fonds publics, des obligations d’emprunts, 
assorties Cu non- de garanties hypothécaires 
ou d’une clause de participation aux béné- 
fices, et des créances de toute nature, ainsi 
que tous autres produits assimilés aux re- 
venus de sommes Prétées Par 13. législation 
fiscale de l’Etat d’ofl proviennent les re- 

venus.
' 

Ce terme ne comprend pas les intéréts 
assimilés :31 des dividendes par l’article 10, 
paragraphe 3, deuxiéme phrase, de la pré- 
sente convention. 
5. Les dispositions des‘ paragraphes 1 et 2 
me s’appliquent pas lorsque 1e bénéficiaire 
des intéréts, résident d’un Etat contractant, 
a, déns 'l’autre Etat contractant d’ofi pro- 
viennent les intéréts, un. établissement 
stable auquel se rattache effectivement 1a 
créance génératrice des intéréts. Dans Ce 
cas, les dispositions de l’article 7 sont 
applicables. 
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6. La limitation prévue aux paragraphes 
2 et 3 me s’applique pas aux intéréts Pro- 
venant d’un Etat contractant et payés 5. un 
établissement stable d’une entreprise de 
l’autre Etat contractant qui est ,situé dans 
un Etat tiers. 

7. . Les intéréts sont consi-dérés comme pro- 
venant d’un Etat contractant lorsque 1e dé- 
biteur est cet Etat, lui—méme, une subdivi- 
sion politique, une collectivité locale an 
un résident d‘e cet Etat. Toutefois, lorsque 
1e débiteur des intéréts, qu’il soit ou non 
résident d’un Etat contractant, a dans un 
Etat contractant un établissement stable 
pour lequel l’emprunt générateur des in; 
téréts a été contracté et qui supporte 1a 

charge de ces intéréts, lesdits in éréts sont 
réputés provenir de l’Etat contractant 01‘1 

l’établissement sta‘ble est situé. 
8. Si, par suite de relations spéciales exi- 
stant entre le débiteu; et le créancier en 
que l’un et l’autre enttetiennent avec des 
tierces personnes, 1e montant des intéréts 

payés, compte tenu de la‘ créance pour la- 
quelle ils sont versés, excéde celui dont 
seraient convenus 1e débiteur et le créancier 
en l’absence de pareilles relations, les dis- 

positions du présen’c article ne s’appliquent 
qu’é ce dernier montant. En ce cas, la Par- 
tie excédentaire des paiements reste impo- 
sable conformément 5. 1a législation de cha- 
que Etat contractant et compte tenu des 
autres dispositions 'de la présente conven; 
tiori. 

Article 12'. 

Redemmey. 

1. Les redevances provenant d’un Etat 
contractant et payées '21 um résident de 
l’autre Etat contracfant sont imposables 
dans cet autre Etat., 
2. Toutefois, ces redevances peuvent étre 
imposées dans l’Etat contractant dont elles 

’ TEXT 

proviennent et selon la l‘égislation de cet 
Etat, mais l’impét ains‘i établi ne peut 
excéder: 
4) 10 p.c. du montant .brut des redee 
vances payées soit pour l’usage ou la con- 
cession de l’usage d’un droit d’auteur sur 
une oeuvre littéraire, artistique ou scientifi- 
que, soit pour l’usage‘ ou la concession de 
l’usage de fih‘ns cinématographiques, de 
films ou de bandes dc télévision ou de 
radiodiffusion produits par un rési-dent 'de 
l’un .des deux Etats contractants; 
I?) 25 p.c. du mon’tant brut des redevances 
Payées pour'l’usage d’une marque de fa- 

brique ou 'de COmmerce; 
c) 15 p.c. dans les autres cas. 
3. Le terme «redevances» emp‘loyé dans 
le présent article désigne les rémunérations 
de toute nature payées pour l’usage ou la 
concession de l’usage d’un droit d’auteul: 
s'uf une oeuvre littéraite, artistique ou sciene 
tifique, y compris les films cinématogra- 
phiques et les films on bandes de télévision 
ou de radiodiffusion, d’un brevet, d’une 
marque de fabrique ou de commercé, 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 Qu

‘ 

scientifique et pour des informations ayant 
trait é une expérience ‘acquise dans he do- 
maine industrial, commercial ou scientifi- 

que. 
4. Les dispositions ‘des paragraphes Let 
2 me s’appliquent pas lorsque 1e bénéfi- 
ciaire 'Ides redevances, résident d’un Eta‘t 

contractant, a, dans l’autre Etat contracta-nt 
‘d’ofi proviennent les redevances, un éta- 

blissement stable auquel se rattachegeffecti- 
vement le droit ou. le bien générateur des 
redevances. Dans ce cas, les dispositions 
de l’article 7 sont applicablcs. 
5. Les redevances sont considérées comme 
provenant d’un Etat contractant' lorsque 16 
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débiteur est cet Etat lui-méme, une de ses 
subdivisions politiques, une collectivité lo- 
cale ou un résident de cet Etat. Toutefois, 
lorsque 1e débiteur des redevances, qu’il 
soit on non un résident d’un Etat contrac- 
tant, a dans un Etat contractant, un éta- 
blissement stable pour lequel il a contracté 
l’obligation de payer les redevances et que 
cet établissement stable supporte Ia Charge 
de ces redevances, lesdite‘s redevances sont 
considéréés comma provenant de l’Etat 
contractant 01‘1 l’établissement stable est 
situé. 
6. Si, par suite de relations spéciales exis- 
tant entre le débiteur et le créancier ou 
que l’un et l’autre entretiennent avec des 
tierces personnes, le montant des rede- 
vances payées, compte tenu de la Prestation 
pour laquel'le elles sont versees, excéde 
ceIui ‘dont seraient convenus 1e débiteur et 
le créancier en.1’absence de Pareilles rela- 
tions, les dispositions du présent article ne 
s’appliquent qu’a‘x ce dernier montant. En 
ce cas, la partie excédentaire des Paiements 
reste imposable conformément 5. la légis- 
lation de chaque Etat contractant et compte 
tenu des autres dispositions de la présente 
convention. 

Article 13. 
Gain: en capital. 

1. Les gains provenant de l’aliénation ‘des 
biens immobiliers, tels qu’ils sont définis 
au paragraphe 2 de Particle 6, sont impo- 
sables dans’ l’Etat contractani: ou ‘ces biens 
sont situés. 
2. Les gains Provenant de l’aliénation de 
biens mo‘biliers faisant partié de l’actif 
d'un établissement stable qu’une entreprise 
d’un Etat contractant a dans l’autre Etat 
contractant, ou de biens mobiliers constitu- 
tifs d’une base fixe dont un résident d’un 
Etat contractant dispose dans l’a'utre Etat 

contractant pour l’exercice d’une profession 
Iibérale, y compris de teIs gains provenant 
de l’aliénation globale de cet établisse- 
ment stable (seul ou avec l’ensemble de 
l’entreprise) ou de cette base fixe, sont 
imposables dans cet autre Etat. Toutefois, 
les gains provenant de l’aliénation de na~ 
vires ou d’aéronefs exploites en trafic inter- 
national et de biens mobiliers affectés 5. 

l’exploitation desdits navires ou aéronefs 
ne sont imposables que clans l’Etat contrac- 
tant 01‘1 le siége de la direction effective de 
l’entreprise est situe. 
3. Les gains Provenant de l’aliénation de 
tous biens ou droits autres que ceux qui 
sont mentionnés aux paragraphes 1 et 2 
sont imposables dans les deux Etats con- 
tractants. 

Article 14. 
Profenz'am indépefldantex. 

1. Les revenus qu’un résident d’un Etat 
contractant tire d’une profession libérale 
ou d’autres activités indépendantes de ca- 
ractére analogue ne sont imposables que 
dans cet Etat, 2‘1 moins que la charge de 
ces rémunérations ‘ne soit supportee Par 
une société résidente de l’autre Etat ou 
par un établissernent stable y situé. Dans 
ce cas, ces revenus sont imposables dans cet 
autre Etat. 
2. L’expression «profession libérale» com- 
prend en particulier les activités indépen— 
dantes d’ordre scientifique, technique, lit- 

téraire, artistique, 'éducatif ‘ou Pédagogique, 
ainsi que les activités indépendantes des 
médicins, avocats, ingénieurs, architectes, 
dentistes et comptables. 

Article 15 
.. 

Profem'om de’pendcmtes. 

1. Sous réserve des dispositions des arti- 
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5165‘ 16; 1'8, 19, 20wet 21= l‘es«‘s‘9;1ai'res,'traitc-' 

merits et autreS‘ 'rémunérations, similairies 
qu’un :r’ésjid‘ent d’un; Etat 'contractan‘t vregoit, 
au titre d’ un emploi .salafié he sent impo- 
rsables‘, quevdans cet Etat, é. moins que Fem- 
plbi ne soit‘ eXei'cé dans l’autre ‘Etat ‘con- 
tractant. ‘Si ‘lfemploi y? est .exercé, 1e8'fé-

\ munérations régues 21 cc titre” sont impo-v 
sabIESx dan‘s cet ‘autre Etat.. 
2. Nanob‘stant Ies dispositions du para- 
‘graphe 1., lesi rémunégations qu’un 'r‘ésident 

Etat Contracfant recoit ~au tiffe d’un 
emploi salarié exercé dans l’autre Etat con- 
traétafit ne Sent imposables (11.16 dans; 1‘6: 

premier Etat‘ s‘i: ~ 

4). IE: 'bénéficiaijir'e Aséjgume da‘ns l’autre 

Etat pendant unc- période ou des/ .périodes 
n’excédant‘ pas 2111‘ total 1485‘ jours au cours’ 
de fannée fiscale considérée; 
"17) les rémun'érations; spat, ,payéés par iun, 
employe’ur on an nomv d’fun employeur qui 
n’est pas tésident de Fautr'e Etat; et 
5) 1a chargg d'es rémunérations-nfe'st ,pa's' 

supportée par un_ établissement stable: 'ou 
une' base fiXe que, ~1"'e'mp‘loyeur a dam 
liau‘tre Etat. 
3: Nonobstant les dispositions [précédentes 
du présent article,, has :émunératjons au 
titre d’un‘vemploi: salafiié exercé :21 bord dim 
navire Qu d’un aéronef en trafic interna- 
tional: sont imposables dan’s liEtat contrac- 
tant oi‘l 'le s'iége de la direction effective de 
l’en‘treprise Est situé. 

Artitle 16, 
.TTamz'e‘mex. 

1. Les- tantiémes,‘ je’tons- .de présence 'Ct 

aut'r'es rétr‘ibutions similaire's. qu’un résident' 
~d’un Etat contractant regoit en sa qualité 
dc membre‘ du conse‘il- d’administration ou 
de surveillance on d’un organe analogue 
d’une société. par actions, r'ésidente .de 

l’autre Etat: contgacjtant, sont imposajbl‘es 

TEXT
' 

dans cet ‘autre Etat. :11 ch est de méme dés 
rémunérati’ons d’un associé comma’ndité 
dxflune soc-iété en commandite par actions 
résidente de 19; Belgique, 
2. Toutefois, xles rémunérations' normales 
que 165 intéreSsés touchent en‘ une~ autre 
qualité sont imposables’, su'ivant 1e cas, 

dans les Conditions prévues soit 5..1’a’ttic1e 

14,,vsoit :5 ‘l’afticle 1‘5, §~ :1, de la présenfe‘ 
convention.

‘ 

Article 17'. 

Artiste: ez‘ :portifn 

N0ndbétant les dispositions vdés artiéles‘ 14 
et 15‘, les revenus que‘les Professionnels 
xdu spectacle, tels le's artistés, de théz’itze‘, de 
‘Cinémév, ‘de: la radio Ou .de la ‘tél‘évi‘sion' et 
lés musiciens, ainsi qué lcs spottifsrretirent 
de‘ ‘leuxs' activités, personfiell‘e's aenl cette 

qualité .sont, impo'sables dams li-Etat, cone 
vtractant 101‘1, cés activités, sont exe£Cée$., 

Article 18: 
Pémz'o‘m. 

1‘. Souswrésérv'e des dispositions derll'farfide 
19, 1es pensiOns,, rentes. ‘e‘t :autresy rémuné-z 
ratiOns similaiges, .versées é um, 'résident 
d7un: Etat contractant au titge d’un emploi 
antér‘ie’ur ne sont imposa‘bl’es qu‘e clans cet 
Etat, 
2.‘ Le terme «rentes» employé dans le pré- 
sent article désigne une somme déterminée 
Ipayée .pér'iodiquement, it éChéance fi’xe, '51 

titre viager 911 pendant une période déter- 
miné‘e' ou déterminable; en vertu d’un 
cnga'g'ement d’effec-‘tuet I'es vpayements 'e'n 

ctzepa‘rtie d’une :prestat‘ion- équivalente 
gen agent 01; évaluable en argEnfi.

' 

3. Le terme «pénsionS» ‘employé' dans le 
présent article 'désigne lesv payéménts Pé.‘ 

riodiques :efifectués apr‘és‘ la ‘retgaite‘ {an Icon- 
sidération- diun. emploi antégieu‘r on ‘21,. titre 
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de compensation de dommages subis dans 
la cadre de cet emploi antérieur. 

Article 19. 
Rémunémtz'om e2 pemz'om publiquex. 

1. Les rémunérations, y compris les pen- 
sions, versées par un Etat Contractant ou 
l’une de ses subdivisions politiques ou col- 
lectivités locales, soit directement soit par 
prélévement sur des fonds qu’ils ont con- 
stitués, é une personne physique au titre de 
services rendus '21 cet Etat ou 2‘1 cette sub- 
division politique ou collectivité locale, 
‘dans. l’exercice de fonctions de caractére 
public, ne sont imposab'les que dans cet 
Etat. 
Cette disposition ne s’applique pas Iorsque file bénéficiaire de ces revenus posséde 1a 
nationalité de l’autre Etat contractant sans 
posséder en méme temps 1a nationalité du 
premier Etat, 
2. Les dispositions des articles 15, 16 et 
18 s’appliquent aux rémunérations ou Pen- 
sions versées au titre‘ de services rendus 
dans le cadre d’une activité commerciale 
ou inrdustrielle exercée par l’un des Etat‘s 

contractants ou l’une de ses subdivisions 
polifiques ou collectivités locales. 

Article. 20. ‘ 

Profesxeurx. 

Une personne physique qui est un résident 
d’un 'Etat contractant au début de son sé- 
jour 'dans l’autre Etat contraqtant et qui, 
sur l’invitation du gouvernement de l’autre 
Etat contractant, ou d’une université ou 
d’uri autre établissement d’enseignement 
ou de recherche officiellement reconnu de 
cet‘ autre Etat, séjfiume dans ce' demier 
Etat principalement dans le but d’enseig- 
ner ou de ‘se livrer 2‘1 des travaux de re- 
cherche, ou dans‘l’un et l’autr‘e de ces 

B10 

buts, fest exonéréé d’impéts dans ce demier 
Etat pendant une période n’excédant pas 
deux années 2‘1 compter de la date de son 
arrivée dans ledit Etat 2‘1 raison des rému- 
nérations regues au titre de ces activités 
d’enseignement ou de recherche. 

Artitle 21. 
Etudicmt: er :tagz'az'rei. 

Les sommes qu’un étudiant ou un stagif 
aire qui est, en qui était auparavant, un 
résident d’un Etat contractant et qui sé- 
journe dans l’autre Etat contractant 2‘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, 2‘1 condition 
qu’elles Proviennent de sources situées en 
dehOrs de cet autre Etat. ' 

11 en gest de méme de la rémunération 
qu’un tel étudiant ou'stagiaire regoit au 
titre d’un emploi exercé dans l’Etat con- 
tractant 01‘1 i1 Poursuit ses études ou sa 
formation, 2‘1 condition que la durée de 
cette activité ne dépasse pas trois années 
et que le montant annuel d'e cette rémunéL 
ration ne dépasse pas 100 000 francs' bel— 
ges on son équivalent en monnaie brési- 
lienne. 

Article 22. 
Revenm 720m expremément mentiomzés. 

Les éléments du revenu d’un résident d’un 
Etat contractant qui ne sont pas expressé- 
ment mentionnés dans 163 articles précé- 
dents 'de la présente convention sont im- 
Posables dans les deux Etats. 

Article 23. 
Régle: ge’némle; d’impositiofz. 

1._ En ce qui'cohceme le Brésil, la double 
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imposition est évitée de la maniére sui- 

vante: 
Lorsqu’un rési-dent du Brésil regoit un 
revenu qui est imposable en Belgique con- 
formément aux dispositions de la présente 
convention, 1e Brésil accorde pout l’appli- 
cation de son impét un crédit équivalent 
2‘1 l’impét Payé en Belgique. 
Toutefois, le montant de ce crédit ne peut 
excéder 1a fraction dc l’impét brésilien 
calculée selon 'la proportiOn de ce :evenu 
par rapport £1 l’ensemble des revenus im- 
posables au Brésil. . 

2-. En ce qui concerne 1a Belgique, 19. 

double imposition est évitée de la maniére 
suivante: _- 

1° Lorsqu’un résident de la Belgique xe- 

goit des revenus non visés sub 2°, 3° et 
4° Ci-apr‘és, qui sont imposables au Brésil 
conformément aux dispositions de la con- 
vention, la Belgique exempte ces revenus 
de l’impét, mais elle peut, pour calculer 1e 
montant de ses impéts sur le reste du re- 
venu de ce résident, appliquer 1e méme 
taux que si les revenus en question 
n’avajent ,pas été exemptés. 
2° 4) En ce qui concerne les dividendes 
imposables conformément :1 Particle 10, 
paragraphe 2, et non visés sub 3° Ci-aprés, 
les intéréts imposables conformément 2‘1 

Particle 11, paragraphes 2, 3, [a on 8 et les 
redevances imposables conformément 2‘1 

l’article 12, paragraphes 2 cu 6, 1a Belgi- 
que accorde sur l’impét beige d'fi par ledit 
:ésident une déduction égale 2‘1 20 p.c. du 
montant brut des revenus susvisés qui est 
compris dans la base imposable an nom de 
ce résident. 

b) Dans l’éventualité 01‘]. 1e Brésil‘ réduirait 
1a charge fiscale normal‘e applicable aux 
rexienus susvisés attribués a. des non-rési- 

dents, a un taux inférieur a 14 pt. du 
montant brut de ces revenus, la-Belgique 
réduirait de 20 2‘1 15 p.c. -1e taux de cette 
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déduction; dans le cas 01‘1 le Brésil élimine- 
rait ladite charge fiscale, 1a Belgique limi- 
terait 2‘1 5 p.c. 1e taux de cette déduction. 
5) Par dérogation aux dispositions de sa 
législation, 1a Belgique accotde également 
1a vdéduction de 20 p.c. ptévue '21 l’alinéa 

4 A raison des revenus susvisés qui sont 
imposables au Brésil en vertu de 19. con.- ' 

vention et des dispositions générales d‘e la 

Iégislation brésilienne, lorsqu’ils =y sont 
temporairement exemptés d’impét Pat des 
dispOsitions légales particuliéres, tendant 2‘1 

favoriser les investissements nécessaires au 
développement de l’économie du Brésil. 

Les autorités compétentes des Etats con— 
tractants déterminent d’un commun accord 
les revenus '21 admettre au bénéfice de cette 
disposition.

’ 

3° 4) Lorsgu’une société tésidente de la 

Belgique a la propriété'd’actions 011 parts 
d’une société par actions, résidente du 
Brésil et soumise dams cet Etat 2‘9. '1’imp6t 

sur le revenu des sociétés, les diVidendes 
qui lui sont attribués par cette derniére 
société et qui sont imposables au Brésil 
Conformément '21 Particle 1'0, paragraphe 2, 
sont exemptés vde l’impét des sociétés en 
Belgique, dans la mesure 01‘1 tette exemp- 
tion serait accordée si les deux ‘sociétés 

étaient résidentes de la Belgique; cette dis- 
position n’exclut pas le prélévement sut 
ces dividendes du précompte mobilier exi- 
gible suivant la législation beige.

‘ 

[7) Lorsqu’une société rési-dente de la. Bel- 
gique a eu pendant toute 1a duré'e de l’exer— 
cice social d’une société 'par actions, rési- 

dente du Brésil et soumise 2‘1 l’irnpét sur 
le revenu des sociétés daris cet Etat, 121 pm- 
priété exclusive d’actions oil parts de cette 
derniére- société, elle est égalefnent exemp- 
tée du précompte mobilier exigible Sui- 

vant 1a législation belge sur les dividendes 
de ces actions ou Parts, 2‘1 12. condition d’en 
faire 1a demande par ‘écrit au plus tard 
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dans le dél’ai prescrit pour la remise de sa 
déclaration annuelle; lors de la redistribu- 
tion 2‘1 ses propres actionnaires‘ de ces divi- 
dend‘es ainsi exemptés, Ceux-Ci ne peuvent 
étre déduits des dividendes distribués pas- 
sibles du précompte mobilie‘r. Cette dispo- 
sition n’est-‘pas applicablg: Iorsque la Pre- 
miére Société a opté Pour I’assujettissement 
de ses bénéfices 5, l’impét des personnes 
physiques’. 
Dans l’éventualité oil les dispositions de 
la législation belge, exemptant de l’impét 
des sociétés 1e montant net des dividendes 
qu’une société résidente de la Belgique 
regoit d’une autre société résidente de la 
Belgique, seraient modifiées de maniére é 
limiter l’exemption aux dividendes affé; 
rents 2‘1 des participations d’une importance 
déterminée clans 1e capital de la seconde 
société, la disposition de l’alinéa précédent 
ne s’appliquera qu’aux dividendes attribués 
par des Sociétés résidentes du Brésil et af- 
férents a des participations de méme im- 
portance dans le capital desdites‘ s‘ociétés. 
Dans cette éventualité, la double. imposi- 
tion 'des dividendes ne se rapportant pas 2‘1 

de telles‘ participations sera évitée comme 
il est indiqué sub 2°. 
4° Les revenus qui Ont été imposés au 
Brésil conformément aux articles 13, para- 
graphe 3, ou '22 et qui sont compris dans 
les revenus passibles de l’impé't belge sont 
soumis 2‘1 cet i'mpét suivant les modalités 
prévues par la législation fiscale belge en 
ce qui concerne les revenus’ professionnels 
réalisés et irfiposés 5. l’étranger. 
5° Lorsqué, conformément i la législation 
belge, des pertes subies par une entreprise 
belge dans un établissement stable situé au 
Brésil .ont été effectivement déduites des 
bénéfices de cette entreprise pour son im- 
position en Belgique, l’exemption prévue 
sub 1° ne s’applique pas en Belgique aux 
bénéfices d’autres périodes imposables qui 
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\ sont imputables a cet établissement, dans 
la mesure 01‘1 ces bénéfices ont aussi été 
exemptés d’impét a‘u Brésil en raison de 
leur compensation avec lesdites pertes. 

Article 24. N on-dz'urz'mimtz’on. 
1. Les nationaux d’un Etat contractant ne 
sont soumis clans l’autre Etat contractant 
21 aucune imposition ou obligation y rela- 
tive qui est autre en plus lour-de que ce‘lle 
é. laquelle sent on pourront étre assujettis 
les nationaux de cet autre Etat se trouvant 
dans la méme situation. 
2. Le terme «nationaux» désigne: 
4) toutes les personnes physiques qui pos- 
sédent la nationalité d’un Etat contractant; 
[7) toutes 1es~personnes morales, sociétés. 
de personnes et associations constituées 
conformément a la législation en vigueur 
dans un Etat contractant. 
3. 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 entre- 
prises de cet autre Etat qui exercent 1a 
méme activité. 
Cette disposition ne peut étre interprétée 
comme obligeant un Etat contractant 51 ac- 
corder aux résidents de l’autre Etat con- 
tractant les déductions personnelles, abatte- 
ments et réductions d’impét en fonction de 
la situation ou des charges de famille qu’il 
accorde 2‘1 ses propres résidents. 
4. Sauf en cas d’apph'cation des articles 9 
et 11, Paragraphe 8, les intéréts payés par 
une entrepn'se d’un Etat contractant 51 um 
résident de l’autre Etat contractant sont 
déduc’tib‘les,‘ pour la détermination des bé- 
néfices imposables de-cette entreprise, dans 
les mémes conditions que s’ils avaient été 
payés 5. un résident du premier Etat. 
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5. Les eqtreprises d’im Etat contractant, 
dont le capital est en totalité ou en partie, 
directement ou jndirectement, détenu ou 
contrélé Par un ou plusieu‘rs résidents de 
l’autre Etat contractant, tie sont soumises 
dans le premier Etat contractant £1- ,aucune 
imposition 01; Obligation ‘y relative, qui est 
a‘utre ou plus lourde que celle 2‘1 laquelle 
sont ou pourront étre assujetties les auttes 
entreprises- de méme nature de .ce premier 
Etat. 
6. Le terme «impositiOn» désigne dans le 
présent article les impéts de toute nature 
on dénomi-nation. 

Article 25:} 
Procédure amiable. 

1. Lorsqu’un rési'dent d’un Etat contrac- 
tant estime que les mesur’es Prises par un 
Etat contractant ou par vchacun des deux 
Etats entrainent, ou entraineront pour“ lui 
une imposition non conforme 2‘1 121 présente 
Convention, i1 Pent,- sans Préjudicie des 
recours Jprév’us Par l’a législation nationale 
de ces Etats, adresser 2‘1 l’autorité compéteny 
te de l’Etat contractant dont il est un rési- 
dent, une demande écrite et ‘motivée' de 
révi’sion de cette impasition. Pour étre re- 
cevable, l’adite 'deman-de doit étre préSentée 
dans un délai de deux ans A compter de la 
notification ou de la Perception 2‘1 121 source 
dc l’imposition nOn conforme '21 1a conven- 
tion ou, ‘sfil y a double imposition, de la 
seco‘nde imposition. 
‘2. L’autorité compétente visée au para- 
graphe 1 s’cfforce, si la réclamation lui 
parait fondée ef: si elle n’est pas elle- 

méme en mesure d’apporter ‘une solution 
satisfaisante, de régler 19. question par voie 
d’aCcord amiable avec l’autorité .‘compétene 
te de l’autre Etat contractant, en V116 

diéviter une imposition non conforms 5. la 

convention. 
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3.- Les autorités compétentes de’s Etats 
contractantsi s’efforcent, par voie d'accord 
amiable, d‘e résoudre les difficultés ou de 
dissiper les doutes auxquels peut donner 
lieu l’application de la convention, 
4. Les autorités compétentes des Etats 
contractants peuvent «communique: directe- 
rnent entre ell‘es en vue de parvenir 51 m1 
accord comme il est indiqué aux paragra- 
‘phes .précédents. Si des échanges de vues 
oraux semblent devoir faciliter cet accord, 
ces échanges de vues peuvent avoir lieu au 
sein d’une Commission composée de repré- 
sentants' des' autorités compétenteades Etats 
contractants. 
5‘. Les autorités compétentes des_ Etatsrcon- 
tractants se concertent; au sujet des mesures 
administratives nécessaires A l’exécution des 
dispositions de la convention et nqtamm’ent 
au sujet des justifications a foumir par les 
résidents de chaque Etat .pout bénéficier 
dans 1" autre Etat des exemptions Ou‘ ré- 

ductions d’impéts Prév‘ues 5. cette conven- 
tion. 

Article 26. pne de remeignements. 
1. Les autorités compétentes des Etats 
contractants échangeront le's renseigne- 
ments nécessair’es Four appliquer les dis- 

positions de la .présente convEntiOn et celles 
des‘ lois internes des Etats contractants 
relatives ~au'x’ impéts visés par la convention 
dans la mesure oil l’imposition qu’elles’ 

prévoient ‘est ‘conforme 5. 1a convention. 
Tout renseignement ainsi échangé Sera tenu 
secret et ne pourra étre ‘conmluniqué qu’aux 
personnes ou autorités chargées de l’éta— 

blissement ou du recOuvrement des ime 
péts visés par la présente convention. 
2. Les dispositions du paragraphs 1 me 
peuvent en aucun cas étre interprétées 

comma imposant é l’un des Etats contrac- 
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tants l’obligation: 
4) de prendre des dispositions administra- 
tives dérogeant a sa propre législation ou 
2‘1 521 pratique administrative 011 2‘1 celles de 
l’autre Etat ‘contractant; 
5) de foumin des renseignements qui ne 
pourraient étre obtenus sur la base de sa 
propr'e législation ou dans le‘ cadre de sa 
pratique administrative normale ou de 
celles de l’autre Etat contractant; 
c) de-transmettre des renseignements qui 
révéleraien’t un secret commercial, indus- 
triel, professionnel ou un procédé commer- 
cial ou des renseignements‘ dont 121 com- 
munication serait contraire :1 l’ordre public. 

' 

Article '27. 

Divan 

1. Sans préjlidice de l’application de l’ar- 
ticle 235 paragraphe 2, 3°, 5, les disposi- 
tions de‘ la présente convention ne limitent 
Pas les avantages que la Iégislationl d’un 
Etat contractant accOrde en matiére d’im- 
péts Visés 2‘1 Particle 2. 
2. Aucune disposition de la présente‘con- 
ventionne peut- avoir pour 'effet de limiter 
'1’imposition d’une société résidente. de la 
Belgique en cas 'de rachat de ses propres 
actions on parts on '5; l’occasion du partage 
de son avoir social.-

_ 

5. Les dispositions de la présente Conven- 
tion ne portent pas atteinte au‘x‘ priviléges 
fis'caux dont’ be’néficient les membres des 
missions diplbmatiques et 'des postes con- 
'sulaires en vertu‘ soit des régles générales 
du droit ‘des. gens,- soit ‘des dispositions 
~d’accords particu‘liers. 

'

‘ 

4. 
’ Aux fins de la présente convention, les 

membres d’une mission diplomatique ou 
d’un poste consulaire d’un Etat contractant 
acrrédités“_dans l’autre Etat ‘contractant ou 
dans un- Etat tiers, qui ont la nationalité 
de l’Etat accréditant, -sont réputés étre rési~ 
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dents dudit. Etat 5113 y sont soumis aux 
m’émes obligations, en matiére d’impéts sut 
1e revenu, que le résidents de cet Etat. 
5. La convention ne s’applique pas aux 
organisations internationales, 2‘1 leurs or- 
ganes et fonctionnaires, ni aux personnes 
qui, membres de missions diplomatiquesou 
consulaires d’Etats tiers, sont présentes 
dans un Etat contractant et ne sont ‘Pas 
considérées comme résidentes de' l’un ou 
l’autre Etat contractant au regard des im- 
péts sur le revenu. 
6. Les Ministres des Finances des Etats 
Contractants ou leurs délégués communi- 
quent directement entre eux pour l’appli- 
cation de la présente convention. 

Am‘cle 28. 
Entrée e72 w’gzzem. 

1.. La présente convention sera ratifiée et 
les instruments 'de ratification seront 
échangés é Bruxelles, dés que possible. 
2. Elle entrera en vigueur 1e trentiérne 
jour qui suivra ‘I’échange des instruments 
de ratification et ses dispositions s’appli- 
queront pour la premiére ‘fois: 
4) aux impéts pergus par 'voie de retenue 
51 1a source dont 1e fait générateur 56 pro- 
duit £1 partir du' premier jadvier de Y‘année 
qui suit immédiatement l’échange des 
instruments de ratificatiOn; . 

b) aux auttes impéts‘ étabh's sur des re- 
venus de ‘périodes imposables prenant fin‘é 
partir du 51 décembre de l’année de 
l’échange des instruments de ratification. ‘ 

Article 29. 
Dénom‘idtion. 

La présente convention testers. in'définih 
merit en vigueur. Toutefois, chaque 'Etat 
pourra, moyennant un préavis de six mois 
notifié par écrit' et par la voie diploma- 
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tique, 1a dénoncer pOur la fin d’une année 
civile, 2‘1 partir de la troisiéme ar1née.é~ 
compter de la date de son entrée en vi- 
gueur. '

; 

Dans ce cas, 1a convention s’appliquera 
pour la demiére fois: 
4) en ce qui concerne les impéts pergus 
par voie de retenue a la source, aux impéts 
dont le fait générateur se produira avant 
l’expiration de l’année civile‘ au cours. de 
laquelle la dénonciation aura été notifiée; 
&) en ce qui- concerner les autres 'impéts, 

pour l’imposition des revenus de périodes 
imposables prenant fin avant 1e 51 dé- 
cembre de cette année;

' 

En foi de quoi, les Pl‘énipotentiaires des 
deux Etats ont signé la présente Conven- 
tion et y ont apposé leurs sceaux. 
Fait é Brasilia, 1e vingt-trois juin 1972, en ‘ 

double exemplaire, en langue frangaise, en 
langue néerlandaise et en langue porta- 
gaise, les trois textes faisant également foi. 

Pow le Royaume de Belgiqzte, 
PATERNO'ITE de LA VAILLEE. 

Pour 14 Réjmblz'que Fédémtz've dz; Bréxz'l, 

MARIO GIBSON BARBOZA. 

PROTOCOLE FINAL. 

Au moment de procéder '21 la signature de 
la convention en vue d’éviter des doubles 
impositions et de régler certaines autres 
questions en matiére d’impéts sur le re- 

venu, conclue ce jour entre le Royaume 
de Belgique et la République Fédérative 
du Brésil, les Plénipotentiaires soussignés 
sont convenus des dispositions suivantes 
qui formant Pattie intégrante de cette con- 
vention. 

1. [id/Article 10, paragrapbey 2 at 5. 
Sans préjudice de l’application de l’article 
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10, paragraphes 2 et ‘5, loqu’une société 
résidente d’un Etat contractant regoit des 
bénéfices‘ ou des revenus de l’autre Etat 
contractant, cet autre Etat ne .peut percevoir 
aucun impét sur les dividendes payés par 
cette société aux Personnes qui ne sont‘ pas 
‘des résidents de cet autre Etat, n’i prélever 
aucun impét, au titre de l’imposition des 
bén‘éfiCes non distribués, sur les bénéfices 
non distribués de la société, méme si les 

dividendes payés ou les 'bénéfices no'n 

distribués consistent en tout ou en partie en 
bénéfices ou revenus provenant de ce autre 
Etat. 

2. Aid/Article 13, paragrap/oe' 3 et article 

14, paragraph 1. 

Dans l’éventualité 01‘1 postérieurement 2‘1 19. 

signature de la présente convention, 1e 

Brésil conclurait avec un Etat tiers non 
situé en Amérique Latine une convention 
limitant — pour les revenus visés aux 
articles 13, paragraphs 3 et 14, paragraphs 
1 ——- le pouvoir d’imposition de l’Etat con- 
tractant autre que celui dont le bénéficiaire 
des revenus‘ est un résident, une limitation 
identique serait automatiquement appliquée 
dans les relations entre le Brésil et la. 

Belgique. 

3. Ad/Am'cle 24, pamgmp/ae 4. 
Dans l’éventualité 01‘1, postérieurement 5. la 

signature de la convention, le Brésil ad- 
mettrait que les redevances payées par une 
société résidente du Brésil é une société 

résidente d’un Etat tiers non situé en Amé- 
rique Latine, détenant une participation 
d’au moins 50 p.c. du capital de ladite 

société résidente du Brésil soient déduites 
en vue de la détermination du bénéfice de 
cette société imposable au Brésil, une dé- 
duction identique serait automatiquement 
appliqueé dans les relations éntre une so- 
ciété xésidente du Brésil et une société ré- 
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.sidente dé la Belgique se trouvant dans 'la 
méme situation. 

4. Ad/Artz'cle 24. 
Cette disposition n’empéche pas la Belgi- 
que: 
a) d’imposer 1e résident du Brésil qui dis- 
pose d’une habitation en Belgique sur un 
montant minimal de revenu égal 51 deux 
fois 1e revenue cadastral de cette habita- 
tion; 

5) d’imposer globalement ‘les bénéfices 
imputables 2‘1- 1’établissement stable dont 
dispose en Belgique une société résidente 
du Brési'l ou un groupement de personnes 
ayant son siége de direction effective dans 
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cet Etat, an faux ‘fixé par la législation 
belge, :1 condition que ce taux n’excéde 
pas, en principal, 1e taux maximal appli- 
cable 5 l’ensemble on 5., une fraction des 
bénéfices des sociétés résidentes de la Bel- ’ 

gique. 
Fait 2‘; Brasilia, le vingt—trois juin 1972, en 
double exemplaire, en langue frangaise, en 
'langue néerlandaise et ‘en langue‘ Portu- 
gaise, les troiS' textes faisant également foi. 

Pour 1e Rayaume de Bel gigzte, 
PATERNOTT-E de LA VAIL'LEE. 

Pour la Répzzblique Fédémtz'fle du Bre’xil, 
MARIO GIBSON BARBOZA. 
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Caognvaeniion emigre Je Gouvern-eme n1 d‘u Royaufme 
de fiB€|\Q:i'Q‘Ue et ‘I'e Go'uve'rnemen’tdE 1'61 ‘R’éipu‘b‘l‘i’que 

de ‘S’ing‘a pour ten-daznst a <évéitar Vla do ulble 
impositionen matziy‘ere d’impzéxts Sm 3l reveérru 

SUPPLEMENT TO THE BULLETIN FOR INTERNATIONAI FISCAL DOCUMENTATION " 
I - 

1‘ 
' AU BUELETI‘N 113E DQCUMENMTJGN Inseam INTERNATIONALE 

Vol. :XXVI'l, No. 6,7June/jui‘n 19:15 

"INTERNATIONAL “BUREAU 
O F FISCAL D'O CUMEN’TA'T‘I'ON 

Muidenpoort 9 124 Sarphafistraatw Amsterdam 

A double :tax treaty wax xigfied lye-tween Belgium and 31111374170133 on [February :8, 
1972. The treafy 3/3411 enter into fame (m tébe fifteenth day {after :t/ae date of 
exchange of mm: indicatiflg approwl by JBerllgi¢ma (and Singapore in arcorddme 
with Meir Veztpeotive vlggal propcedurey. 

TEXT 
Le uvernement d-u Royaume dc Belgi- 
que get is ‘Gouevcmement de 'la République 
de Singapour, 
Désiréux dc cone-lure une Convention fen- 
dant i éviter la double imposition en ma- 
:tiége d’impéts sat Ie ‘r'cvenug 
Sent convenus des dispositions suivantes: 

Article 1 
Persozz’nes vise’e: 

La présente Convention s’applique aux 
personnes qui sont des ‘résidents d’un Etat 
contractant Cu de thacun des Ideux Etats. 

Articlé 2' 

I mpéts vixe’x 

§‘1. La présente Convention s’ap'plique 

aux impéts sur 'le revenu pengus pour le 

cempte :de ‘cha’cun des Etats combractanis, 
aquél =qué soft le .systér’ne de perception. 
§ 2. Sont considétés comme impé‘ts 511»: {e 
revenu, les impéts Fergus sur 1e revenu 
total ou sur des élém‘ents 'du revenu, y 
compris les imiaéts sut les .ga-in's Provenant 
de l’aliénation de biens mobiliezs ou immo- 
biliersi les impéts ,sur la montant total des 
salaires Payés pair 165 entreprises, ainsi que 
les impéts sur les plus-values. 
-§ 3. Les impéts actuels auxquels s’appli- 

que la Convention sont notamment: 
(a) en ce qui concerne .la Belgique: 
(i) l’impét des personnes physiques; 
(ii) l’impét des sociétés; 

(iii) l’impét des persOnnes morales; 
'(iv), l’impét des non-re’sidents; 

(v) les précorhptes et compléments de 
précomptes; et 

(vi) les décimes et centimes additionnels 
£1 chacun des ‘impéts visés sous 2‘1 

(v) ci-avant, y compris la taxe com— 
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TAX CONVENTION BETWEEN SINGAPORE AND BELGIUM 
munale additionnelle 5. l’impét des 
persbnnes' physiques (Ci-aprés dée 
nommés «l’impét belge»); 

('b) éh cé q'ui concerne Singapourz» 
l’impét éur 1e revenu (income tax) (cii 
aprés ‘dénomrné «171'mp6t de Siqgapour»). 
§4. La Convention s’appliquera aussi aux 
jmpéts fgturs de nature indentique ou ana- 
logue qui~ s’aj‘outeraiefit aux impéts actuels

I 

on qui les remplaceraient. Les autorités 
compétentes des Etats contractants se com- 
muniqueront les modifications importantes 
apportées é leurs législations fiscales_.res- 
pectives. 

'- 

§5. Dans l’évefitualité ou, par suite de 
modifications apportées £1 la législation fis- 
cale de I’unv des‘Etats contractants, i1 appa- 
r’aittait nécessaire d’amender un article de 
la présente Convention sans en affecter les 
Principes généraux, les ajustements néces- 
saires pourront é‘tre effectués de commun 
accord, par échange de notes diplomatiqués 
ou de toute autre maniére qui soit con- 
forme aux dispositions. constitutionnelles 
de ces Etats. 

Article 3‘ 
Défz'm'tz'om ge’ne’mlex 

§1. Au sens de la Présente Convention, 
e‘t moins que le contexte n’exigenune inter.- 
prétation différente: , 

(a) le terme «Belgique», désigne le Roy- 
aume de Belgique; i1 inclut toute fégion en 
dehors de la 'souveraineté nationale de.1a 
Belgique qui a été ou serait ultéxieurement 
désignée, en vertu de la législation‘ belge 
sur Ie plateau continental et conformémen‘t 
au droit international, comme une région 
dans laquelle peuvent é‘tre exercés les droits 
de la Belgique afférents an lit dela met et 
‘au sous—sol des régions sous-marines a'insf 
qu’é leurs ressources naturelles‘; 
(b) 1e terme «Singapour», désigne la Ré- 

publique de Singapour; 
(c) les expressions. «un Etat cohtraétant»; 

‘ et «l’aut‘r6 Etat contractant», dési‘gnent, 
suivant le contexte, 1a Belgique .ou Singa- 

.. pour; 
(d) l‘e tetme «Vimpét», désigne, suivant le 
contexte, l’impét beIge ou‘l’impét de Singa- 
pour; 

‘ ‘ 

_ 

',
' 

(e) le temps «pe’rsonne», comprend' les 
personnes physiques, les sociétés 6!: tons 
aut‘rés groupements de personnes considé- 
rés congme. des entités aux fins d’imposi- 
tion; 

I, ‘ 

(f) 1e terme «société», désigne toute per- 
sonne morale o‘u toute entité considérée 
comme une personne morale aux fins d’im- 
position dans I’Etat contra'ctant' dont elle 
est un résident; ‘ 

(g) les expressions '«entreprise d’un Etat 
contractant» et ,.«entreprise de -l’autre Etat 
contifictaht», désignént réspectivement'une 

' 

entreprise exploifée par un résident d’un 
Etat'tontractant et uné entreprise exploité'e 
par uri résident de l’autre Etat contracta‘n‘t; 
(h) l’expression «autorités compétentes», 
désigne, en ce qui concerne la Belgique, 
l’autorité compétente suivant Ia législa’tion 
beige et, en ce qu'i concerne ‘Singapbur,-Ie 
Ministre des Finances ou son représentant 
autorisé. 

§2. Pour l’application de la Convention 
par un Etat contractant,' toute expression 
qui n’est pas autrement définie e. 1e sens 
qui Iui est attribué par la législation dudit 

' Etat régissant les impéts faisa‘nt l’objet de 
la Convention, 51 moins que le Contexte 
n"exi'ge une interprétatidn différente. 

Article 4 
Domicile final 

§1. Au sens de la présente Convention, 
Texpression «résident’ d’un Etat contrac- 
-.tant»,. désigne toute pers'onne qui est con- 
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.si'dérée Céfiiffié résidéht d’un'Etat COntrac- 
‘tant a‘u‘i; fins d’imposifion par cet Etat. 
§ 2'. Lérsqu'e, selon la disposition du para- 

‘ graphe 1‘, une personne physique est con- 
Sidérée c’omme résidefit de. chatu’n‘ des 
Etats contractants, 1e ca‘s“ est 'résolu d7aprés 

. les. vrégles suivantes: 
(a) cefte personne est c'onsidérée" commie 
gésid'ent .de 'I’Etat contractant 01‘1 elle Idis~ 
po‘se .diun foyer d’habitation permanent. 
Lorsqu*'ell‘e dispose d’iin foyer d’habitht‘io‘n 
per-manefit d‘ans c‘haCun de's Etats Con'trac- 
tants, elle‘ESt 'COnsidérée comme rési'de‘nt 

de l’Etat contractant avec ‘l‘eq'u‘eL-ses liens 
persOnnels ‘et‘ économiques sent les plus 
.étt'oit‘s (centre des intéfét's v‘i‘taux); 
(b) s‘i )L’E‘tat contractant 01‘1 cette‘ personne 
a’ le centre de ses intéréts vitaux' ne peut 
‘étre déterminé bu qu’elle ‘ne dispose d’un 
foyer d’habitation permanent dans auCun 
des Etats Contractants, elle est cotisidérée 
comma 'résident dé:' lv’Etat. contractant 01‘1 

elle séjo‘ur’ne de" fagon habitfielle; 
(c)'si‘ rCette persOnrie s'éjOurne‘ de fag-on 
habituelle dans chacun des EtéLt's contrac- 
tants ou qu’elle ne séjoume devfagon‘ habi- 
tuelle dans aucun d’eux, 1es autorités com- 
pétentes des Etats contractants tranchent 
la question d’unucommun accord. 

3. Lorsque, selonv ‘Ia dispOsitidn du para- 
graphs 1, mac personne autre qu’une_per- 
sonne physique est’ consid’éréelc’omme 'rési- 
dent de chacun'd‘es Etat§ COnfractants, elle 
est réputée rés‘ident Ade l’Etat contractant oi‘1 
seu‘trduve‘ son s'iégg de directiorr effective. 

Arl'icl'e 5
‘ 

Etablz'mmem W511; 

§1. Au! sens de 12; préSent‘e C‘onv'e'n‘t'iOn, 
l’exp‘ression «établiSsement stab‘le» désigne 
une' installation fiXe d’affaires 01‘1 l’entre- 

Prise exerce toiit ou'. partie de ‘son activité. 

L'rfisir 

§2.* Lieitpression' «établissement Stable», 
cOmPtend fiotfammentz‘ -

' 

(a) -ur‘1‘ siége‘ d‘e' 'difec‘tic’m; 

(b) rune-suc'cursaIe‘; ' 

(c) finw'bur'ea’u; ‘ 

(d) une‘ usine; 
(e) fin‘atefief; 

(f) une mine, une carriére cutout-autre 
lieu Id? exploitation 'de‘ ressourCes naturéllés; 

(g) -iine~e‘xploitatioh agricol'e ou une pl'an- 
-ta;tior'1;v 

"
3 

(h) un 3chanti'er‘ d‘é‘ conStruc’tiOn'bu de 
montage dont‘31a‘ durée dépasse Six mois. - 

§-3:' On- ne cionsidéretrpas' q’u’il 'y a -«ét'a- 
bl‘issemeht stable», siz‘ 

' " 3 

' 

(6.) -'il est -fait us'age d’install'eitibris aux 
séules fins de stockage'; d’exPosition'ou 'de 
livraisomd'e‘ marcha'fidis‘e’s‘ a’ppafte'nant P21. 

‘l’e’titieprise; - 

' 
‘ 7 " 

(b) ‘des marchandises appartén'ant 5; Yeh- 
trepri'se 'sbnt 'entréposéeé aux sé’ules fins "de 
«stockage, d’expmit‘ion -ou de‘ liaiSOn';

’ 

(c) d‘es marchandises appartenant '21; “Fail- 

treprise ISOnt é'ntreposées ’aux Seulés‘ fin‘s 'de 
transformation par fine autre entrepfise;" 
(d) une-r installation Vfixé vd'fiffaiir'és 'é‘s‘t 

utilisée 'aUX ‘seu‘lés, fins dichetét ’dés mar- 
chandis’es ou' de ‘réqnir des informations 
pour *l’entrepri's'e‘; 'F E 

_3“’ 

(e) une‘ installation fixev d’affai'res‘“es’t ’uti- 

li'sée, ‘pour'l’éntrépr‘ise, aux seu‘les' i‘n's de 
publiéité de fourrfitur‘e d’infor‘r‘nat‘ionSflde 
reéheiches scierififiqhes o’u' d’activités. an'a- 

Idgués out 1111 céracté’r‘e pré'paratéife ’c'i‘u 
auxiliaire.’ 

‘ 

a 
; v ‘ 

'
‘ 

§4. Une entreprise d’un Etat contractant‘ 
est réputée pdsséder un établissement sta- 

ble dams l’autre Etét Contractant si elle, 

exérce pendan't plus de Six mois clans cet 
autre E_tat contractant des activités d’e stir: 

Veill'anc'e ’reIatiVes 2‘1 un ‘Chan'tier dq con- 
struction; d’instafla‘tior’r Ou' de ‘mbrit'age 

entretenu déms qe't autre Etat contracting 
U'rie ‘Personne ~autre'q1i’un‘ agent 
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CONVENTION BETWEEN SINGAPORE AND BELGIUM 

zj,oyi§sant diun statut ,indépe-ndant, evisé au 
paragraphe 6, agissant dans un Etat con- 
tractant pour le ,gqmpfie «d’une ,entxeppise 
de l’autre Etat contraqtant est considérée 
comme un établissement stableidans 1e Lpre- 
mier Etat contractant: 
(a) si elle dispose dans cet .Etat .de pou- 
Moixs .qu’el-le y exerce habituellement lui 
nrmett‘ant de conclure des .cqntrats auunom 
de lientxeprise, a moins que l’activité de 
cette personne ne soit limitée é l’achat 
de imarchandises pour l’entrgzprdse; _ou 
(b) sj Belle dispose dans ‘le Premigr Etat 
,d’Spp stgck de marchandises appartenant 2‘1 

l’entreprise, au moyen duquel e116 exécute 
.géguliérgment des commandes pour 'le 

compte d_e .cette cntreprise. 
§6. On ne considére pas qu’une entre- 
prise d’un Etat contractant a un ‘établvisse- 
mépt' stable dams l’autre Etat cont-tactant 
,,d,u seul fait q‘u’yelle y exerce son activité 
par l’egtnemisg d’vun xcourtier, d’vun commis— 
§i9nnair¢ général ou ~de tout ,autre inter- 
mégfiaine jouissant id’un statut indépgndant, 
2‘1 .cpnditipg ,qug ces .pcrsomnes agissent dams 
Je cadre pndinaire. de leu; activité. 

7. Le fait .qu’uqe spciété qui est un ré- 
sideqt 9111!; Etat contractant contnéle ou 
est contrélée par une société qui est un 
résident de l’autre ‘Etat contractant ou qui 
y exerce 50;; activité (que ce soit pa; l’in- 
tgrmédigjw d’un étab‘lissement stabil“: on 
non) ne suffit pas, gen lui-mémg, £1 faire 
dc l’yne quglconque de ces sociétés un éta— 
blissement stable de l’autre. 

Articlg 6 
Reaenm immobilim 

§1_. Les Leycnus pxovenant de biens im- 
fimbiliers sont imposabics dams l’Etat con~ 
tractant oil :cgs bicns sont situés. 

L’cxpgession «biens immobiliers», est 

définie conformément au droit de “Stat 
contractant 01‘1 les biens considérés sont 
situés. .L’expnession englobe ‘en tous cas les 
,accessoircs, le cheptel mort ou vif des ex— 
Ploitations agricoles et forestiéres, les‘droits 
auxquels s’appliquent les dispositions du 
droit privé concern'ant la prqpr-iété fonciére, 
_l’usuf,ru1't des biens immobiliers et les 
droits a dcs redevances variables 01; fixes 
pour l’exploitation ou la concession de l’ex- 
ploitation de gisements minéraux et autges 
.richesses du sol; les navires, bateaux et 
aéronefs 'ne sont pas considérés comme 
bicns immobilie-rs. 

_

‘ 

§ 5. Les dispositions du paragraphe 1 s’ap- 
pliquent aux revenus provenamt de l’ex- 
ploitation ou de la jouissance d’iriectes, de 
la location on de l’affermage, ainsi que 
.de toute autre forme d’exploitation. de 
,biens immobiliers. 
§ 4. Les dispositions des Paragraphes 1 et 
3 s’appliquent également aux revenus-pro- 
venant des ‘biens immobiliers d’une :entre- 
prise ainsi qu’aux revenus des biens im- 
inobiliers servant 2‘1 l’exencice d’une Profes— 
sion libérale. 

Article .7 
Bénéfice: day entreprz'yey 

§1. .Les bé-néfices d’une entreprise .d’un 
Etat contractant ne sont imposables que 
dams cet Etat 2‘1 moins que l’entrcprise 
n’cxence son activité .dans l’autre Etat con- 
tractant par l’intermédiaire d’un établisse- 
ment stable qui y est situé. Si l’entreprise 
exerce son activité d’une telle fagon, les“ 

bénéfices dgr l’entrcprise sont imposables 
dans l’autre Etat mais uniquernent dans la 
mesune ou ils sont imputables '21 cet établis- 
sement sta’b‘le. 
§2. Lorsqu’une .entreprise d’un Etat con- 
tractant exerce son activité dans l’autre 
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Etat contraotamt :par l’intermédiaire d‘iun 

rétablissement st'able qui y es‘t .situé, il .est 

imputé, dans .chaque Etat contractant', :21 

:cet «établiSSem‘ent stable les .bénéfices .qu’il 

.aurait pu réal‘ilsei: await constitué .une 
entasepr-ise distincte ‘et- rséparée nexer'gant des 
aotivités identiques o.u analogues dans «des 
Conditions identiques you analogues, 'et :trai- 
tant en toute indépendance .avcc ‘li‘entre- 

- prise zdont .11 .COnstifue un établ-issement_ 
Stable. 

.3. Dans ele‘calcuLdes--.}:>é‘151”éfic‘es d’zunvnéta— 

‘bilissement stable, sont.,:admises .endéduc- 
.tion toutes les dépenses, y compris 'les; dé- 
penses de direction et les frais :généraux 
d,’.admi'nistrat-ion, qui sepaient déductiblhes 
si‘ l’établissement stable >const-i‘tuait une 
entrepri-se indépend‘ante, dams 'la 'mesure 
‘01‘1 eHes peuvcnt raisonnablem'ent,'étreuim- 
'putées 2‘1 «l’cétablissement stabl‘e, 

‘ 

qu’clles 
.soient‘exposées dans 1’Etat Contractant, <01‘1 
~est situé l’établissement stable on ai‘ll'eurs. 
:§ 4.. Aucun bénéfiic’e n’_est imputé 2‘1 um 
:établiSsenlent stable .du ,fait que cet ,étab‘lis- 
Asement stable. 3 simplemeht acheté :(ct 

.t-ransporté): des marchandises pour l’entre- 
prise. '

‘ 

§'5. Lorsque les bénéfices \COrnpnennent 
«des éléments de revenu ~traités séparément 
dams d’autres articles de la Présente Con- 
vention, les dispositions de 065 articles ne 
‘sont pas affectées par les dispositions du 
présent article; 

Article .8 
Navigation 7774rz't'z'me =et .4’érz'emze 

‘§ 1.5 Noflobstant les dispositions de -1’;arti‘- 

vcle 7, .‘l‘es :bénéfices @rOvemant de l’exploita- 
fiion‘ de nav‘ises ou‘ d’aéronefS‘ en' trafic 
international ne :sont imposables que rdans 
l’Etat contractant bfi est situé 71E siége ~'de 

la dimect’ion‘effzéctive d‘e '1’entreprise. 

TEXT 

§2. Si 1e siége. de la direction effective 
d’u'ne entreprise \de navigation maritime est 
2‘1 bord d’un navire, ce siége est réputé situé 
kdans 13Etat contractant =01‘1'~s,e ~tr;ouw.e 'le.po‘.‘rt 
diattache de ce navisre «ou, '21 wd‘éfaut‘de .pOIt 
Vd’attache', adans I’Etat contmctant dont‘liex- 
.pl'oitant 'du navirre Lest .um irésident, 

.§ '3. Le para-graphs ‘1 {applique égale- 
mént it. lagrqudte-Part desc‘bénéf‘ices 'qu’u-fle 

genttepnise ‘engagée ‘dans J’exploitation zde 

‘navinesx ou dfiaérone‘fs :ti‘ne de participations 
5. un .pool' quélcémque. 
;§ ‘4. .‘JL’exPressien «ztrafiie international», 
corgpmnd‘ie trafic entre des lieux situ‘és 

daris, aum. Etat' contractant, au‘ sou-rs ‘d'u‘n 

voyage s’éten'détnt'sur plus d’un pays. ‘ 

Article 9 
.Entxeprz’m intexdépendtzntes 

Lorsque; - 

(a) une 'entrgprise vd’xun Etat .contraotant 

Participe wdi‘rgctement «0.11 indirectement 2‘). ‘la 

direction; an contr61¢ Qu au' capital d’une 
ent'repris‘e de l’autre Etat ‘contractant, .031 

~que ‘

‘ 

(b) les mémes persOnnes :participent direc- 
tement ou indirectement 2‘1 la :,di_rcc=fiio,m, 'au 

kcontréle on an zcapital d"ut11’e- entreprise :d’un 
Etat ‘contractant et d‘une entrepriSe gde 

1fau’cre ‘Etat contractant, - 

'

. 

et'que, dans l’un‘ -et :l’autne .cas,- les Ideux 
entrepriSes :sont, dams leu‘rs .gqlations 'cor‘n- 
3merciaies 'ou. xfinanciéres‘, liées- par. :des con- 
ditions aceeptées r011 imposées, qui di-ffé- 

rent -d¢ ‘CCHES qui serai'ent {conc-I‘ues .entr-e 

des 'entrcpxiscs indépcndant‘e's,‘ sles béné- 
fices quii, :san-S:-'c‘es aconcilitnioris; :auraien‘t ~été 

obter‘mes par, ~lr’1u'ne ides’ ~.entreprises mais 
n’ont :pu llétneuen ~fait 5. cause .de .ces';.eondi- 
tions, ,peuven’t étre wi-ndus dans les‘ ,bénéfices 
de cette entreprise ‘Bt imposés ;en oonsé- 
qflence.

’ 
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Article 10 
Dividende: 

§1. Le‘s dividendes ‘attribués Par 'une so- 
ciétés. ‘résidente d’un Etat, contractant 5. un 
résident de l’aufre Etat contractant sont 
imposables dans cet autre Etat contractant. 
§2. Toutefois, ces 'dividendes Peuvent 
étre imposés dans liEtat contractant dont 
la société qui attribue les dividendes est 
un résident et selon la législation de ‘cet 
Etat, mais l’impét ainsi établi ne peut ex- 
céder 15 p.c. du montant brutrdes dividen- 
de‘s. 

Ce paragraphe ne concerne pas‘l’imposition 
de la‘ société pour les bénéfices qui servent 
au paiement des dividendes. 
§3. Nonobstant les dispositions du para- 
graphe 2, aussi Iongtemps que Singapour 
ne pergoit pas diimpét 'sur les dividendes 
en sus de l’impét qui frappe les b’énéfices 
‘ou les revenus des sociétés, les dividend'es 
attribués par une société résidente de Sin- 
gapour 5. un résident de la Belgique seront 
exemptés a Singapour de tout impét sus- 
ceptible de s’appliqu‘er aux dividendes en 
sus de l’impét qui frappe les bénéfices ou 
les revenus de la société. 
Toutefois, aucune disposition du présent 
paragraphen’affecte les dispositions de la 
législation de Singapour permettant de rec- 
tifier 1e montant de l’impét afférent a des 
dividendesfattribués Par une société rési- 

dente de Singapour et sur lesquels l’irnpét 
de Singapour a été ou est censé avoir été 
reténu, en ayant égard au taux d’impét 
applicable pour Pannée d’imposition sui- 
vant immédiatement celle au cours de la- 
quelle les dividendes ‘ont été attribués. 
§4. Le'te’rme «dividendes», employé dans 
le présent article désigner les‘ revenus ‘pro- 
venant d’actions, actions on bons d‘e jouis- 
sance, parts de‘ mine, parts d‘e fondateur 
ou autres parts bénéficiares £1 l’exception 

des créarices ainsi que les revenus d’autres 
parts sociales soumis au méme régime que 
les revenus d’actions par la législation fis- 
cale de l’Etat contractant dont la société 
distributrice est un résident. Ce terme dé- 
signe également, méme s’ils sont attribués 
sous forme d’intéréts, les revenus impose.- 
bles ‘au titre de revenus de capitaux invesfis 
par les associés dans les sociétés, autres que 
les sociétés par actions, résidentes de la 
Belgique. 
§ 5. Les dispositions des paragraphes 1, 2, 
et 3 me .sfappliquent pas lorsque 1e béné- 
ficiaire des dividendes, resident d’un Etat 
contractant, a dans l’autre Etat contracta‘nt 
d'ont la société qui attribue les dividendes 
est un résident un établissement stable 
auquel se rattache effectivement la Partici- 
pation génératrice des dividendes. Dans ce' 
cas, les. dividendes sont imposables confor- 
mément 2‘1 la législation de cet autre Etat 
contractant. _. 

§ 6. Lorsqu’une société qui est un résident 
.d’un Etat contractant tire des -bénéfices ou 
des revenus de l’autre Etat contractant, cet 
autre Etat ne peut percevoir aucun impét 
sur les dividendes attribués par la société 
en dehors de cet autre Etat 2‘1 des personnes 
qui me sont pas des tésidents de cet autre 
Etat, ni prélever aucun impét, au titre de 
l’imposition des bénéfices non distribués, 
sur les ibénéfices non distribués de la .50- 
ciété, méme s‘i les dividendes attribués ou 
les bénéfices non distribués consistent en 
tout ou en Pattie ep bénéfices ou revenus 
provenant de cet autre Etat. 
§ 7. Pour lfapplication de la présente Con- 
vention, les dividendes attribués 2‘1 un ‘rési- 
dent de la BElgique par une société Ina.— 

laise et Provenant de bénéfices tirés de 
sources situées 2‘1 Singapour sont traités 
comme‘ des dividehdes attribués par une 
société résidente de Singapour. 
L’expression «société malaise», désigne une 
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société qui, pour liapplication 'de l’impét 
sur le revenu‘ en! Malaisie, est un'r’ésident‘ 

de‘ Malai‘sie.‘ 

Article] 1 
Intérétm 

§511 Les, intérétsl 'provenant d’vun' Etat con; 
tractant‘ et attribués 2“. ‘un‘ ~résident de lfautre‘ 
Etat vcontraétant sont imposables dan‘s cet: 
autre. Etat. 

' ‘ 

§2. Toutefois, Ces intérétS' peuven't étre. 

imppsés ‘dans l’Etat contractant d’oii ils 

proériennent et selon la législatibn de réét' 
Etat,.vmais l’impét ainsi établi‘ ne peut ex- 
céder 15 p.c. du montant brut 'des ihtéréts; 
§ 3. Le terme‘ «‘intéréts» employé dans le 
présent article désig‘ne <le_s, revenus d'es 

fonds pu‘blicsi des obligations d’emprunt‘s, 
assor’ties ou non 'de garanties Khypothécaires‘ 
ou d’un’e clause de participation auTX b‘éné- 
fiCes, des créances et dépéts de t'oute na» 
ture ,ajnsi que 165. lots d’emprunts ‘et tous 
autr'es reVenus sournis ‘au méme régime que 
les revenus de sbmmes ‘prétées ou déposées 
par la législation fiscale de l’Etat dbl"; pro- 
viennent les‘ revenusg' toutefois, ce'terme ne 
comprend Pas ‘les ‘intéréts-considérés com- 
me des dividendes en vertu de Particle 10, 
paragraphe 4, deuxiéme phrase, 
§‘ 4. .Les dispositions des paragraphgs 1' et 

2 tie s’appliquent pas. lorsque le' bénéfie 
ciaire -des intététs, [qu’il soit on non]* résif- 
'dent d’un Etat contractant, a dans l’autfe 
Etét contr'acta’nt d’Ofi. provienhent le's in’té- 

réts‘ un. établissement staBlé auquel :se rat- 

tache effectivementfll’a créance ou le”dép6t 
générateur des intéréts; Dans cc cés; ‘les 

intéréts sdnt impdsables conformément 2‘; 

la' législation de ce’t autre Eta’t =contr’actant; 

* 'Erreur probable de trad'uctioh. 

" =“ u - 
‘ TEXT 

§5‘. Lesintéréts ,sont =considérés: comme 
provenant‘ d’un Etat c'ofltractafit' loque: ‘l‘eV 
débiteur aestr cet Etat “luisméme, une‘ subdi- 
vision politique, June tollectivité local‘e, un 
organis‘me de droib public 011 um résident‘ 
de cet Etat. :fIioutefois, lprsq‘ue 1e débiteur 
des intéréts,lsqu’=il soft on non‘ résident d7un 
Etatzcontractant, a dans .un. Etat Icont‘ractant 
'un- établissement .stable pour l‘equel vl’emé‘ 

prunt Agénérateur-des‘ :inté'réts‘ a été ‘COfltfflC? 
té' ,et qui suppor‘te ‘directgment la chargé d‘é 
ces: intér'étsj- ‘lesdits intéze‘tsl ’son't méputés' 

provenir de l’Etat Icontractant 01‘11 est, situé 

I’é’tabliss‘ementwstablé. A 

6‘.“ Sigfuspar suite d‘e relations spéc'ia'les 

existant. lenfre 1e débiteu‘r et le \créancier 
ou d'éposant :ou que l’un et 1"autre entree» 
.tiennent‘avec des‘ fierces personnes, l’e‘mohé- 

tant des intéréts compte tenu' de: 123v .cltéance‘ 
ow du dé’pét pour lequeL ils sont att'tibués, 
excéde celui dont seraient cOnvenus:1e’ déL 
’biteur' et le‘ crédncier ou déposant (an :1’ab-~ 
sencev de_ pareilles‘ relations, Ies dispositions 

du; prés‘ent article ne shpPl'iquéh’t qu’é.‘ ce 
démi’er montant. En vce cas; la' ‘partie" excém 

dentaire, des paiements reste imposablec‘on- 
,formément 2‘; 1a législation de 'J’Eta'f con- 
tractant d’ofi ptoviennent l‘es intéréts. 

Article“ 12 
.Redei'mncer 

§~1. "Les grjedevances pro‘venant d’un Etat 
cohtractant‘" et attribuées a .un« résid‘ent' d'e 

l’autre Etat 'contractant sont' imposables 
dans .les deux‘ Etats 'ciontractants; 

§ 2. Le tefme «redevan’ces» employé dans 
le présent .article dési'gne les- ré'munérations 
dc toute nature payéés pour I’usa'ge ou- la 
concession de I’uSage d’un dr‘oit d’ailfeur 

sur une oeuvre Iittérziire, artistique ou sciene 
tifique, y.,compris 165 films Cinématogra- 
phiques, d’un braver, d’une marque de fa- 
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CONVENTION BETWEEN SINGAPORE AND BELGIUM 
brique, d=’un, dessin ou d’un modéle, d’un 
p‘l’an, dfune formula 'ou d’un Procédé. 'se- 

crets, ainsi que pour; l’usage ou la conces- 
sion d’e L’usage'd’un équipement industriel, 
commercial ou scientifique ou pour des 
informatioms ayant trait a une expérience 
acquise dan’s le. domaine ‘industriel', com» 
mercial ou scientifique, ou pour des presta’— 
t-ions d’assistance technique ou commerciale 
accessoires é. l’usage de tels biens ou droits, 
dans‘ la mesure 01‘1 ces. prestations sont ef- 
£éctué'es dans I’Etat contfactant d’ofi pro- 
viennent les. nedevances. ' 

§3. Nonobstant la disposition du para-' 
grap'he 1, les redevances provenant d"ur_1 

Etat céntractant et attribuées it un résident 
de L’autre. Eta‘t contractant sont exemptées 
dfimpét dans le. premier Etat, lorsqu-’elles 
Sont attribuées: 
(a) pour L’usarge ou la concession de 
1"usag'e: 

'd’un droit d’auteur su): une (zuvre 
scienfifique, d’un brevet, d’un dessin ou 
d’un modéle, qn plan, d’une formule ou. 
d’un procédé secrets on d’une marque de 
fabrique; 
(ii) d’un équipernent iridustriel-, commer- 
cial ou sc'ieritifique;

‘ 

(b) pour la fourniture de‘connaissances, 
d’informations ou d’assistance dans he do- 
maine scientifiqu‘e, téchnique ou industriel. 
§4. La disposition du Paragraphe 3 me 
s’applique pas lorsque le bénéficiaire des 
redevanges, [qu’il soit on non]'* ré'sident 
d’un“ Efét contractant, a dams 1"autre Etat 
cohfractant d’ofi proviennent les redevances, 
un établissernent stable auquel. se rattache 
effectivement 1e droit ou; le bien généra- 
teur dés redevances. Dans 6e. ca’s, les rede4 
Vances .sont imposables conformément :31 la 
lég-i‘sleition de cet autre, Eteit. 

* Erreur probable db traductiofi. 

§ 5. Les redevances sont considérées com- 
me provenant d’un Etat contractant lots- 
que le débiteur est cet Etat lui-méme, une 
subdivision Politique, une collectivité lo- 
cale, un organisms: de droit public ou un 
résident de cet Etat. Toutefois, lorsque le 
débiteur des redevances, qu’il soit on non 
résident d’un Etat. contractant, a dans un 
Etat contractant un établissement stable 
pour quel le contrat dormant lieu au 
paiement des redevances a. été conclu. et 
qui supporte directement 1a charge de cel- 
les—ci, ces- redevanc‘es sont réputées prove- 
nir de l’Etat contractant ou est situé l’éta- 
blissement stable. 
§6v. Si, par suite de relations spéciales 
existant entre le débiteur et le créancier 
ou que Fun at l’autre entretiennent avec 
des) tierées personnes, le, montant des rede- 
vances, compte tenu de la prestation pour 
laquelile elles sont 'attribuées, excéde Ie 
mofltant' dont serdient comvenus le débi- 
teur et le créancier en l’absence de pareilles 
relations, la disposition du Paragraphe 5 
ne s’applique qu’é ce demier montant. 

Article’IS 
Gaim en capiial 

'§ 1. Les gains provenant de l’aliénation de 
biens immobiliers; tels qu’ils sont définis 
5. Particle 6, paragraphe 2', sont imposables 
dams I’Etat contractant 01‘1 ces biens sont 
situés. 
§'2'.' Les gains ptovenant de l’aliénation 
d‘e .bieri's mobiliers faisant partie de l’actif 
d’un éta‘blissement stable qu’vune entrepris’e 
d’un, Etat contractant a dans l’autre Etat 
contractant, y compris de tels gains prove— 
nant de l’aliénation globale de cet établis- 
sement stable (seul ou avec I’ensemble de 
l’entreprise) sont imposables dans cet autre 
Etat contractant. Toutefois, les gains pro.- 
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venant de l’aliénation die'navires et d’aéro- 
nefs exploités- en_ trafic international ainsi 
que: de ‘biens mobiliers affectés a leur ex- 
ploitation ne- sont imposables que: dams 
I’Etat contragtant ofuest situé, l'e‘siége de 121. 
direction effective de l’entrepri‘se. 
§,3. Lesgains Provenant de‘biens autres 
que- ceux qui sont mentionnés aux pam— 
graphes 1- et 2 sont imposablés dans. les 
deux Etats contractants. 

Article 14 
Service: penannels 

§ 1. Sous réserve des dispositions des 
articles 15‘, 17, 1:8, 19 et .20 les traitements, 
sala'ires et: autres rémunérations similaires 
et' 'les, reivenus qu’un résident d’un‘ Etat 
contractant' regoit‘ au titre d‘e services Per:- 

sonnels (y compris l’exercice‘ d’un'e profes- 
sion libétallei)‘ ner sent impoSables quadan‘s 
cet’Etat é. moins que les. services ne soient 
accomplis‘ dans. l’autre‘Etat contractant. Si 
les;services y sent accomplis, les rémunéra; 
tions ou revenus‘ regus :21 ca titre sont impo; 
sables dans~cet autre Etat. 
§r2. aobstant' les dispositions du para- 
graphe 1, les ré‘munérations ou les: revenus 
qu’urr résident dTun Etat‘ centtactant regoit 
au titre de services personnels (y compris‘ 
l’ex'ercice d’une profession libémle) accom- 
plis dhns l’autre Etat contractant ne sont 
imposables que danS‘le premier Etat si: 
(a) le bénéficiaire séjourne dams l’autre 

Etat pendant une ou des périodes n’excé- 

dant pas au total centquatre-virrgt-trois‘ 

jours au cours de lfann'ée civil'c considérée; 
et 

(b) les rémunérations ou' les revenus».sont 
payé‘S'par une Personne on an nom d’une 
personne qui est un résident du premier 
Etat;- et 

(c) 1a charge des rérnunérations ou des‘ 
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revenus niest pas supportée directement' 
par un: établissemenb stabi‘e. que cetter peta- 
sonne posséde - dans- 1*autre' Etat; 
§a3; Nonobstant les». dispositions. Précé— 
dentes du: présent article, les rémunérw 
tions qufun ré‘si'dente: d’un Etat contractant' 
regoit au. titre:di’un‘ emploi salarié exercé:5.=. 
bord d’un navire ou,d:’un‘aéronef" en tr’afic 
international: net sont imposables que- dans; 
cet‘Etat: 

Article: 1 5' 

Tantz'é'meJ; 

§-‘1. Less tantiémes, jetons de. présenoez‘ et: 
autres’ .ré-‘tributions similair‘eSrqu’un‘ résidént: 

d’un: Etats contractan't regoit" en; saiqualité’: dé: 

membre d’u: conseil. d’adininistnation omd‘e'. 
surveillance dfun'e société: résidente': de” 

l’autre Etat contractant sont' imposabIeS': 

dans cet autre Etat. 
§2. Les rémunératiohs qu’une personne 
visée au paragraphc' 1 regoit de la société 
en raison de l’exé‘rcice-d’ime activité jour- 

naliére de direction ouzd'wcaractére techni- 
que sont imposables conformément aux 
dispositions; de' Particle: 14: 

Article 156 
Artixtex elf :portz'fx 

§: 1. Nonobstant 1935‘ dispositibns del’attiz- 

C1614, les revenus que~ les. professionn‘el‘s 
du spectacle, tels les artistes: dethéfitre', de" 
cirréma', ‘de la radio ou' de la; téléfvisibn e? 
les musiciéns;. ainSi‘ que les sportif‘s~:tirentt 
«ie leurs activités persénnell’es en cette’: 

qualité ~ sont: impo‘sables= dans l’Etat‘contrac; 
tant oil c_es~ activités=sont exercé'es. 

§‘ 2. Les dispositions: du paragraph'e‘ 1 .ne: 
s’-appliquent' pas aux. rémunérationsv o'u 

profits, traitements, salaires, et autresr res



TAX CONVENTION BETWEEN SINGAPORE AND BELGIUM 
venus similaires que des professionnels du 
spectacle tirent d’aetivités. exercées dans un 
Etat contractant ‘si 1e séjour dams cet Etat 
est financé pour une large part. au moyen 
des fonds publics de l-‘autre.Etat.contrac- 
taut, y compris une subdivision politique, 
une collectivité locale ou un‘ organisme de 
droit public de ‘cet Etat. 
§‘3.~ Nonobstant’les dispositions de l’arti- 
cle 7, lorsque les activités mentionnées au 
paragraphe 1 sont exercées dans un Etat 
contractant £1 l’intervention d’une entreprise 
de l’autre Etat contractant, les bénéfices 
que cette entreprise tire de c'ette intérven- 
tion s'ont imposables dans le premier Etat, 
armoins quez pour son intervention dans 
Iesdites actiVités, l’éntreprise ne soit finan, 
cée pour une large part au moyen des fonds 
publics de liautre. Etat .contractanf, y com- 
pris une :subdivisibn ‘politique, une collec- 
tivité locale 011 um organisme de'di'oit‘ pu- 
blic de cet Etat. 

. Aflz’cle‘ 1'7 
Pemz'om'et remey‘ 

§ 1. Sous rééerve des'dispositions de l'ar- 
tide 18, paragraphes 1 et 2, 165 pensions 
ou rentes regues par un résident d’un Etat 
-contractant ne sont imposeibles que dans 
cet Etat. ' 

§2. Le terme «pensions», désigne des 
paiements péfiodiques ‘effectués ‘au titre 
d’un' emploi antérieur ou‘ en compensation 
de dommages'subis. 
§ 3. Le tel-me «rentes», :désigtie une som— 
mer pr’édé'terrninée, payable périodiquernent 
5. échéances fixes, la vie dfirant ou pendant 
un -Iaps de temps ~détermine’: .ou détermin- 
able, 

' 

en vertu ‘d’un‘ engagement d’effectuer 
les pa‘iement-s en échangé d’une pleine et 
adéquate contreva‘leur en argent‘ ou en son 
équivalent. ' “ 
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Article 18 
Fonctz'om publiqzzex 

§-1. Les rémunérations, y compris les pen— 
sions, versées‘par 1a Belgique ou par une 
de ses subdivisions politiques ou collectivi- 
tés locales soit directement, soit Par prélé- 
vement sur des. fonds qu’elles ont consti- 
tués, 51 fine Personne physique au titre de 
services rendus 5. la Belgique ou £1 une de 
ses subdivisions politiques ou collectivités 
locales dans l’exercice de fonctions de 
caractére public ne sont imposables qu’en 
Belgique’, é moins que la personne physi- 
que ne soit un citoyen ou ‘un résident per- 
manent de Singapour sans étre en méme 
temps un ressortissant de la Belgique. 
§‘ 2. Les rémunérations, y compris les pen,- 
sions, versées par Singapour ou par un 

iorganisme de droit public de cet Etat, s‘oit 

directement, .soit par prélévement sur_ des 
fonds qu’ils ont constitués, é une personne 
physique au ti'tre de services rendus 5. Sin- 
gapour ou 2‘1 un o'rganisme de droit public 
de cet Etat dans l’exercice de fonctibns de 
caractére‘ 'public ne sont imposables qu’é 
SingapOur, a moins que la personne physi- 
que me soit un ressortissant en un résident 
permanent de 'la Belgique sans étre en 
méme temps un citoyen de Singapour. 
§3. Pour Papplication des paragraphes 1 
et 2, une personne physiqué est considérée 
comme‘ un résident permanent d’un Etat 
contractant si elle est 'un résident dé cet 
Etat ayagt de 'commeficet l’exercice de ses 
fonctions publiques. 
4. Les dispositions du présent article ne 
s’appliquent pas aux rémunérations, y‘com- 
pris 165 pensions, versées au 'titre de ser— 
vices rendus dans le cadre d’une activité‘ 
COmmerciale ou' industrielle‘ exercée par un 
Etat contractant, par une de ses subd'ivii 
sions politiques ou collectivités locales Ou 
par un organisme de droit public de cet 
Etat. 
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Artitle'19 
Profemezm et emez'gmntx 

§1._Une personne physique qui est un 
ré'sident de l’a‘ Belgique immédiater‘nent 
avant son départ Pout Singapour et qui, a 
l’invitation d’une ‘université, d'un collége,, 
d’u‘ne école ou d’une autre institutibn simie 
laire d-’enseignement, reconnu’s par l’aI'Ito- 

rité compé'tente de Singapour, séjoutne 2‘1 

Singapour pendant une période n’excédant 
Pas déux ans 2‘11 seule fin d’enseigner ou 
dr’cf‘fectuer d'es recherches ou d’exercer ces 
d‘eux activités dans une ‘telle institution 
d’i‘enseignement, n’est‘impos‘able qu’en Bel; 
gique sur les rémunérations provenant de 
cet enseignement ou de ces recherches’.‘ 
§2. Une personne physique qui..est un 
résident de Singapour immédiatement 
avant s'on départ pour la Belgique et qui, 5. 

l’invitation soit d’une université, soit d"un 
collége, d’une école ou d’une autre institu- 
tion similaire d’enseignement reconnus, 
séjodrne en Belgique pendant une période 
n’excédant Pas deux ans 5» seule fin d’en— 
seigner ou d’effectuer des recherches ou 
d’exercer ces ‘deux activités dans une' telle 
institution d’enseignement, n’est imposable‘ 
(111,5, Singapour sur les rémunérations Pro- 
venant de _cet enseignement (in de ces re; 

Cherches. ‘ 

§3. Le présent article tie s’applique pas 
aux revenus tirés de recherches entreprises 
non dans l’intérét public mais pri‘ncipale— 
ment au profit personnel d’une ou de 
.plus’ieurs personnes. d'éterminées. 

Article 20 
Eiudz'ant: et apprenti: 

§.1. Une personne physique qui immé- 
diatement avimt son départ pour ‘un Eta‘t 

contractant est un tésident de l’autre Etat 
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contractant et qui séjoume temporairement. 
dans la premier Etat contractant. unique- 
ment en qualité d’étudiant dans une unil- 
versité, un ‘collége‘ oil une école reconnus 
de ce premier Etat, an en qualité .de sta- 

'giai,re, est exemptée dfimpétndans 1e pre- 
mier Brat. 
(a) sur ‘toutes les‘SO’mmes que cette 'per— 
sonhe, regoit de. L’autre Etat contractant 
pour .couvrir ses frais d’enttetien, d’études 
ou de farmation; et 
(.15): wt les rémunérations. reguesen con- 
trepartie' de services petsonnels rendus- clans 
le premier Etat env ‘vue d’augmenter‘ ses 

ressources destinées é faire face aux fraisu 
susvisés, si c‘_e's rémunérations nfexcédent 
Pas'par année Ci‘vile 100 000 francs belges 
ou'l’équiva'lent' de cette somme en monnaie 
de- Singapour. 
§2. Une personner physique qui immé- 
diatement axiant son départ .pour' un .Etat 
contractant est un résident de liautre‘ Etat 
contractant et qui séj‘ourne temporairement 
dans ‘le premier Eta't'cdntract'aflt pendant 
une périod'e n’excédant pas trois, ans, pour 
poursuivr‘e ses études, ses recherches ou sa 
formation uniquement en ‘ta'nt que bénéfi- 
ciaire'd’une bourse, d’une' allocation ou 
d’un pxix regu d"un établis'sement sciene 

tifique, éducatif, re‘ligieux- ou philanthropi- 
que Ou dans le cadre d’un programme 
d’assistance technique mis sur pied par l’un 
des Etats contractants, est exemptée d‘im— 
pét dans le premier Etat.

I 

(a) s_ur 1e montant de cette bOurse, de 
cette allocation ou de ce prix; et 
(b) sur les témunérations regues‘ en: con— 
trepartie de services 'personnels accomplis 
dans le premier Eta't contractant et n’excé- 
dant pas, par année civile, 150 000 francs 
‘belges ‘ou ‘I’équivalent de cette somme en‘ 
monnaie de Singapour, 5 condition que ces 
services soient connexes ou accessoires aux 

.études, aux reéhgrches on 2‘1 la formation 
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TJAZ—Xi (CONVENTION BETWEEN SINGAPORE AND BELGIUM 
d’e cette pensonne. 
§-3'. Une personne physique qui immér 
d-i'atement want son départ Pour un, 'Etat 
comtra‘ctant est: un. rési'dent d’é: l’autre' Etat 
contractant CU qui .séjoume: temporairement 
da‘nsz le premier Etat contractant «pendant 
une période n"excédant pas douze mois; 
1J.»11iv:p.1ernent-ensqualitéf d~"employ.é- de ~l=’autre 
Etat contractant ou* dfune entreprise: de Get 
Etatiou e11. exécutiorr d2’un contrat'avec ledit 
autre Etat ou avec une telle entreprise,’ en 
vue; dfa'cquérir’ une expérience technique, 
pmféssionnellé; ou commercials; est'exemp-v 
tée' d’impét dans le' premier Etat contrac: 
tafitit‘ ‘ 

.
‘ 

(fa). sur: toutes les sommes que Gette‘ per- 
sonne- regoit d‘e F'autre ~Etat contractant- 
pdun eouvrir ,seS‘ firais‘ dv’entrebien; dz’ét’udes 

ou de formation; et ' 

(5') sur les .rémut'rérations'regues. enx con- 
:trepartie de‘ setvices personnels accomplis 
d‘ans. l‘evp‘nemie’r Etat cqntractant' et' m’excé: 
d’ant pas; par année: civile 200*000; francs 
belges, 0.11 ‘1?équiya~1€nt de cette‘ sbmme‘ en- 
monnaie de- Singappurl, 2‘1. condition clue ces 
services soient connexes‘ on accessoires aux 
éfudes: bu: 52 la formation de- cette' personne; 
§: 4. Pour 15’ application du’ pxésent. article; 
16: tenme «:E'tat: cio'ntrlactant», comprend les 
subdixfiisions‘ politiques; les collectiidtésdb- 
calesa et' les organismes: de' droitr public de 
cet- Etat. ' '

' 

Artitle:21~ - '. 

. R’euamu 120.72; expyenément 
.v r. . mentionné:

‘ 

Les: éléments. du revenu“ d’un: résident‘ d’un 
Etat contractant- qui‘ ne-sont- pa‘s expressé- 
ment- mentionnés; dans les articles Précé— 
dents: dé: la- ptésenta Convention sonf ‘ime 
posables: dan‘s les‘ deux. Etats contractants‘». 

€12: 

AWicl‘e’ 22- 
Linzz‘fatz'omde ,l’exemption 024 tie [a 

1téducti0n 

Lorsque‘ 
' 

la présente: convention prévoit 
(avec-ou: sans d’au‘tres‘ conditions) que les. 
revenus .ayant leur' source dans un Etat 
contracta’mb s'ont-exemptész d’impét ou sont 
imposés 1‘1" un taux. téduit dans cet‘ Etat 
cbntractant et quc, suivant 1a,.1égi'slation eh 
viguehr- dams li’autre? Etat‘ contractant, les:- 

dits revenus: y sont. soumis '21:.l’imp6t‘z‘amoni- 
cunrence: de‘ leur montant' transf'éré ou pergw 
dan‘s Get autre Etat vcontractarit, ét non é 
cdncurrence de. l'eu; niontant total, l.’exempé 
tion 011 la réduction: dimpét qui doit étre; 
accord‘ée: dialnis le premier' Etat contractan‘t; 
en vertu. de la ~p‘résente' convention me 
5? applique qu’au montant du revenw 'ain'si 
transfiéré.‘ ou< pergu dams l’autre. Etat. con- 
tractant‘. 

Article 23 - 

Préw'entivn: tie. [a doublé‘ imposition 

§ 1‘. Sauf dispositions: .‘contraireS‘ expresses 
de la présente' Convention, I’imposition d‘es 
revenus. restera; négi‘e ‘dan‘s chaqug Etat con“- 
tra'ctant, par la législ‘ation en vigu‘euj: dans.‘ 
cet Etat. Lorsqu’un revenu est passib'l‘k:~ de 
l’impét’ dans les deux7 Etats contractants, 'il- 

est remédié 2‘1. l'hidoub‘le imposition confor- 
mé‘ment. aux paragraphes ‘suivants du pré— 
sent article. . 

§2. (a) S’il' .s’argit'.d".un' résident de‘ Sin- 
gapour et sous résetve des dispositions de 
la législation de Singapour concernant 
l’imputation sur l’impét‘ 7de Singapour de 
l’impét dfi ‘d'ansA u_n pays, autre que Singa- 
pour, l’impét belge dfi, directement ou par 
voie‘ de retenue, stir un revenu ayant sat 

,source ‘en Belgiqueest imputé' sur~ 'l’impé't 
de Singapofir“dfi.»-en raison de ce revenu. 
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(b) Lorsque ledit re’venu est un dividende 
attribué par une société résidente de la 

Belgique 2‘1 une sociétér résidente de Singa- 
pour qui détient directement ou indirecte— 
meat au moins 25 p,c. du capifal de la 

Premiére société, l’imputation tient compte 
non seulement de tout impét beige affé- 

rent aux dividendes mais aussi de l’impét 
belge du en raison de ses bénéfices par la 
Société qui attribue les dividendes.‘ 
§3. En ce qui concerne les revenus ayant 
leur sourqe é. ‘S'ingapour‘ qui sont Passibles 
de l’impét en Belgique conformément 2‘1 Ia: 

législation belge: 
(2i) (i) Lorsqu’une société résidente de‘ la 
Belgique 2‘1 la Propriété d’actions on parts 
d’une'société résidente cle, Singapout, l‘es 

dividendes attribués 51 1a premiére société 
et non soumis au régime Prévu '22 Particle 

10, paragraphe 5, sont exonérés en Belgi- 
que de l’irnpét visé é l’article‘z, paragraphe 
3 (a) (ii) ,. dans la mesure 01‘1 cette- exoné- 
ration serait accordée si‘ les deux sociétés 
étaient résidentes de'la- Belgique. 
(ii) Une société résidente de la Belgique 
ayant la propriété exclusive d’actions 011 

parts d’une- société-résidente de Singapour 
pendant toute la durée de l’exercice social 
de cette demiére so‘ciété est également exo- 
nérée ou obtient 1e dégrévement du pré- 
compte mobilier exigible suiv‘ant 1a légis- 
lation belge sur le montant net des divi- 
dendes susvis'és, qui lui sont attribués Par 
ladite société résidente de Singapour et 
soumise £1 lfimpét Visé 2‘1 Particle 2, para- 
graphe 3, (b),Aé la condition d’en faire la 
demande par éc'rit‘ au plus tard clans 1e 

délai precrit pour la remise "de sa déclara- 
tion annuelle, étant entendu que lors‘ de la 
redistribution '21 ses propres acti‘onnaires de 
ces reverius non soumis au précompte 
mobilier, ceux—ci ne peuvent, par déroga- 
tion 2‘1 la législation belge, étre déduits. des 
dividendes distribués passibIes dudit .pré» 
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cbmpte. Cette exonération ne siapplique 
pas dans le cas 011 la premiére société a 
opté pour l’assujettissernent de ses béné- 
fices '21. l’impét des‘ personnes physiques. 
Toutefois, L’application de la disposition 

de ce sous-paragr’aphe (9.) (ii) sera limitée 

aux dividendes attribués- par‘ une société 

ré‘sidente de Singapour £1 une société rési; 

dente de la Belgique qui contré‘le direc- 

tement ou indirectement au moins 25 p.c. 
des droits de vote dans la. premiére .société, 
dams l’éventualité 01‘; pour l’exonératidn de 
l’irnpét visé 5. Particle 2, patag'raphe 3 (21) 
(ii), une limitation similaire serait instail- 

rée Par 1a législatio’n belge concernant les 
divideddes‘ attribués par des soci‘étés‘ qui 
ne sont pas rési'dentes de.1a‘ Belgique. 
(iii) Dans les c'as non couverts‘ par le sous- 
paragraphe (a) (i), la Belgique accorde. 

une déduction sur l’impét belge afféra'nt 
aux revenus recueillis par un résiden't de la 
Belgique lorsque ces revenus sont: 
—— des‘ dividendes‘visés 2‘1 l’article 10, pa- 

ragraphe 2; - 

.—~ des inféréts visés 5 Particle '11, para- 

graphes 2 et 6 et passiblesx de l’impét de 
Singapour ‘conformément 21 1a législation' 

fiscale de Singapour, y comptis le‘s intéréts 
exemptés dfimpét é. Singapour en 'vertu de 
dispositions spéciales prévues dans la loi 

relative aux allégements fiscaux tendant '21 

promouvoir 1"expansion éCOnomique «Eco- 
nomic Expansion Incentives (Relief from 
Income Tax) Act» (chapitre 135, édition 
1970) ; de la République de Singapour, ou' 
en vertu' de toute au'tre disposition ulté- 

rieure d’exemption é laquelle les autorités 
compéfentes d‘es deux Etats contractants 
reconnaitraient' um caractére analogue en 
substance;

’ 

—— des redevances visées‘ 51'- l’article 12, 
paragraphe 1, 3 et 6. 
Cette déduction est égale 2‘1 15 p.c. du' mon- 
tari't brut de ces d‘ividendes, intéréts ou 

cats



TAX CONVENTION BETWEEN SINGAPORE AND BELGIUM 
redevances compris dans la base impo- 
sable dudit: résident. 
(b) (i) Lorsqu’un résident de la Belgi- 
que regoit des revenus, autres que ceux qui 
sont mentibnnés au sous-paragraphe (a) ci- 

dessus, qui sont imposables é. Singapour 
conformément aux dispositions de la pré- 
sente convention, 1a Belgique exempte de- 
l’irnpét ces reyenus mais elle peut pour 
calculer 1e montant d‘e l’impét sur le reste 
du revenu de ce résident, appliquer le. 

méme taux que si les revenus en question 
n’avaient pas été exemptés. ' 

(ii) Les revenus imposables, conformé- 
ment 2‘). la législation belge, au titre de be'- 
néfices d’exploitation dans le chef d’asso- 
ciés ou membres de sociétés et groupements 
de' personnes sont traités comme s’iIs 

étaient des bénéfices provenant d’une entre- 
prise exploitée par les associe’s ou membres 
eux=inémes pour leur propre compte. 
(iii) Par <dérogation au sous-paragraphe 
(b) (i) ci-dessus, l’impét belge peut étre 
établi sur des revenus imposables é. Singa- 
pour, dans la mesure Oil ces revenus ‘n’ont 
pas été imposés é Singapour Parce qu’ils y 
ont été compensés avec des pertes qpi-ont 
égal'ement été déduites, pour un exercice 
comptable quelconque, de revenus imposa. 
bleS‘ en Belgique. 

Article 24 N on-diym'mz'nation 
§1. Les nationaux. ou citoyens d’un Etat 
contr'actant' ne sont soumis dans l’autre 
Etat contractant 2‘1 aucune- imposition ou 
obligation y relative qui est autre ou plus 
Iourde que celle 2‘1 Iaquelle sont ou pour- 
raient étre assujettis les nationaux ou 
citoyens de cet autre Etat se trouvant dans 
la méme situatiOn. Cette disposition ne 
peut étre interprétée comme obligeantSin— 
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gapour ‘2‘; aCcorder aux nationaux de la Bel- 
gique qui ne sont pas des résidents é Singa- 
Pour, les déductions personnelles, abatte- 
ments at 'réductions d’impéts qui, suivant 
Ia législation 'en vigueu’r 2‘1 la date 'de la 
signature de la présente Convention, ne 
sont accordées' qu’aux citoyens de Singa- 
pour on aux autres personnes y spécifiées 
qui ne sont pas de,résidents 2‘1 Singapour. 
§ 2. L’expression «nationaux ou citoyens», 
désigne: 
(a) toutes les personnes physiques pos- 
sédant la nationalité ou la citoyenneté d’un 
Etat contractant; et 

(b) toutes les personnés morales, socié- 
tés de Personnes et associations constituées 
conformément 21 la Iégislation‘ en vigueur 
dans un Etat contractant. 
§3. L’imposition d’un établissement sta- 
ble qu’une entreprise‘ d’un Etat contractant 
a dans 1"autre Etat contractant n’est pas 
établiejdans cet autre Etat de fagon moins 
favorable que l’i'mpos‘ition des entreprises 
de cet autre Etat qui exercent la méme 
activité. 
Cette disposition ne peut étre interprétée 
comme empéchant 1a Belgique d’imposet 
au taux prévu par la législation belge 1e 
montant total des bénéfices d’un établis— 
sement stable'belge d’une société résidente 
de Singapour ou d’une association ayant 
son siége de direction effective :1 Singa- 
pour pourvu que le taux précité n’excéde 
pas avant application des additionnels men- 
tionnés él’érticle 2, paragraphe 3 (2.) (vi) 

,l_e taux maximal applicable :31 l’ensernble 
on 5. urie fraction des bénéfices des sociétés 
résidentes de la Belgique. 
§4. Les entreptises d’un Etat contractant, 
dont'le capital est en totalité on 611 partie, 
directement ou i‘ndirectement, détenu ou 
contrélé‘ Par un ou p‘lusieurs résidents de 
l’autre Etat contractant, ne sont soumises 
d'ans le premier Etat contractant 2‘; aucune 
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imposition 'ou obligation y relative qui est 
autxe ou plus lourde que celle 2‘1 laquelle 
sOnt ou pourront étre assujetties les autres. 
entreprises de méme nature de ce premier 
Etat. 

§5. Le terme «imposition» désigne dans 
le présent article, les impéts faisant l’dbjet 
de la présente ConventiOn. 

Article 25 
Procé'dz/re amiable 

,1. Lorsqu’un résid‘ent d’un Etat contrac- 
ntant estime que les mesures prises par un 
Etat ‘contractant ou par chacun des deux 
Etats entrain'ent ou entra'ineront Pour lui 
uhe imposition non conforme a la Pfésente 
Convention, i1 pent, indépendamment des 
recours prévus par la législation nationale 
de ces Etats, adresser 2‘1 l’autorité compé- 
,tente de ltat contractant dont il .est un 
résident une demande écrite ‘et. motiVée de 
révision de cette imposition. Cette d'emande 
doit étre présentée avant l’expiration d’un 
délai de deux ans,.2‘i cOmpter de la notifi- 
cation ou de la' perception 2‘1 la source de 
l’imposition que le résident estime non con- 
forme 2‘1 1a présente Convention. 
§2. L’autorité compétente visée au para~ 
graphe 1 s7éfforcera, si la réclamation lui 
para'it fondée et si‘ elle nfest pas en mesure 
d’apporter un'e solution satisfaisante, de 
régler Ia question par voie d’accord amia— 
ble avec l’autorité compétente de l’autr‘e 

Etat contractant, en vue d’éviter une impo- 
sition non conforme '21 1a pgésente ’Conven—

‘ 

tion. 

§3. Les autorités compétentes des Efats 
contractants s’efforcent, par voie d’accord 
amiable, de résoudre les difficultés ou de 
dissiper les doutes auxquels peut dormer 
lieu l’applicafion de la présente Conven- 
tion. 
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§‘4.‘ Les dutorités compétentes des Etats 
contractants lse concertent‘ au sujet des 
mesures administratives nécessaires 5. l’exé- 

cution des dispositions de la présente Con- 
vention et notamment au sujet; des justifi- 
cations aTL produire Par les résidents de 
chaque Eta‘t contractant pour bé‘néficier 

dans l’autre Etat contractant ‘des exemp~ 
tions on réductionsl d’impéts Prévues dans - 

la présente Convention. 

Aflz‘cle 26 
Eclazmge de re‘méz‘gnementx 

§1. Les autOrités compétentes d‘es Etats 
cantractants’ éc-hangent les tenseignements 
nécessaites pour applique: les dispOsitions. 
de la Présente Convention ct celles des lois 
internes des Etats contractants relatives 

aux simpéts visés parla p‘résente Convenfion 
dans la mesure 01‘1 l’imposition qu’elles- 

prévoient est conforme "A la présente 1Com 
vention. Tout renseignement ainsi échangé 
sera tenu secret ct ne pourra étte commu- 
niqué, en dehors du contribuable ou de Son 
mandataire, aux personnes ou autorités 
autres que celles qui sent Chargées .de 

I’établi'ssement ou du re‘couvrement d’es 

impéts visés Par 13. Présente Convention, 
on de l’examen des recours y relati'fs.

‘ 

2. Les dispositions du patagraphe 1 he 
peuvent en aucun cas étre ‘interprété‘es 

comme imposant a un Etat contractant 
l’obligation:

' 

(a) de prendre des mesures administra- 
tives dérogeant 5. sa propre législation ou 2‘1 

521 pratique administrative on '21 celles de 
I’autre Etat contractant; 
(b) de foumir des renscignements qui ne 
pourraient étre obtenus sur la base de sa 
propre législation ou dans le cadre de sa 
pratique administrative normale' 'ou ‘de cel- 
les de l’autre Etat contractan't; 
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TAX CONVENTION BETWEEN SINGAPORE AND BELGIUM 

.(-.C) de transmettre des xenseignements qui 
‘révélcxjaient un Secret commercial, indus- 
Itxic‘l, .profic‘essionnel ou um :pro‘cédzé ‘commer- 
‘giajl ou des Lenscignements don: la com- 
munjgatiOn, sérait lcontnavirre £1 l’ordre public. 

Article 2 7 
_ Diver; 

§1. Les dispositions de la présente Con- 
vention ne limitent pas l’imposition d’une 
société résidente, de la Belgique, conformé- 
ment 5. la législation beige, en cas' de 
rachat de ses ,propres actions- ou parts on 51 

l’occasion :du paxta-ge. de son avoir social, 
§2‘_. :Les diSpositions de la présentc Con- 
vention ‘ne portegt pas .atrcinte aux {privi- 
léges. fiscaux dont ’bénéficient les fonction; 
mites ‘diplomatiques 01.1 consulaires en 
vgrtu ;so_it Ad_es {égles générga'lgs du droit des 
gens, ~soit des dispositions d’accords parti- 
ouliers‘. 

3.. La convention ne s’gpplique pas aux‘ 
ogganisatioas internationales, 2‘1 leurs or- 
-~ga1nes 'Qu a Lents -fonctionnai;es, ni aux per- 
sonnes qui sont membres d’une mission 
diplomatique .ou ;consulai~re .d’un Etat tiers, 
lqrsqu’ils se .trouvent sur levztcrritoire d’u-n 
Etat contractaut et. 11c sont .pas imposés 
comme‘des .ré'sidents, dams Fun on l’autre 
Etat contractant‘en matiére d’impéts sur le 
revenu. -

, 

§4. Les autorités compétentes dcs‘ Etats 
contractants communiquent dixect'ement- 

‘ 

entre ,el-l'es pour l’application de la préscnte 
;CQnV.entlon. 

Amide 28 
Emvée en vigugur‘ 

§-~1. La présente Convention sera appren- 
vée par la Belgique et p.214; tSingapour’,con— 
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formément 'z‘z leurs. dispositions légales res- 
Pectives _et e‘lle entrera en vigueurJe quin- 
ziéme jour suivant .19. date de l’échange rdes 
notes annongant cette approbation. 
§2. La Présente convention s’appliquera: 
En Belgique: 
(a) 2‘1 tous les impéts dus 5121 :source sur 
des revenus attribués ou mi-s .en paiement 
é. partir du ler janvier de l’année civile au 
cours de laquelle 1a présente Convention 
entre en vigueur. 
(b) 231 tous les irripéts, autres que les im- 
péts dus a la source afférents a des 'revee 

nus d’lexercices comptables Prenant fin 2‘1 

Patti]: .du 31 décembre de l’année Civile au 
cours d_e laquelle la présente Convention 
ant-re, en vigueur. 
A Singapour: ‘ 

é tous les impéts dus pour l’année d’im- 
position commengant le- 1e1- janvier de- 
'l’année civile suivant 'celle au ,Cours ade 
laquelle 1a présente Convention entre en 
vigueur et pour les annécs d’imposition 
ultérieures. ' 

Article 29 
De’noncz‘aztz'on 

La présente Convention restera .indéfini— 
ment en Vigueur mais chacun des‘ Etats 
(contractants pourra jusqu’au 30 juin inclus 
de toute année civile 2‘1 partir de la cin- 
quiéme année suivant celle de l’entrée en 
vigueur, la dénoncer, par écrit et'par la voie 
drip‘lomatique, 4‘1 l’autre Etat contractant. 
Dans ‘ce cats, 19. Canvention s’appliquera 
pour la derniére fois: ' 

En .Belgique: 
(a) £1 tous les impéts dus a la source .sur 
des revenus attribués «ou mis en paiement 
au plus tard 'le 51 décembre de l’anfiée 
civile au cours de laquelle 1a dénonciatio‘n 
aura été notifiée; 
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(3b); (23; tpfiSgIeS {impéts autres- queles limpét's 
dus 2‘1 .la source-,1 .afférents £1 des- ypevcnus 

I 

xd’egercices~=c50mptab165 se. 'termjnant ‘au plus 
tard 11,6 30‘sd'éCmre vdcw li‘année ’civfile' “sui- 
vant‘ celle .au cours de laquelle 1a dénonr 
cijafign‘ @111113- iété notiigfiée. .' 

A Singapour: 
51 tous les imp'éts‘ dus pour l’année d’-im- 

position comfiaéngaht 3161115117 .janvier de 
l’année Civile suiéant ‘ce‘lflle au cours de 
vl’équellek‘l'a dégonci‘ation aurj-a été notifiée. 
En foi db quoi, 'lés' soussignés dfiment 
autorisés Acct: xe'fifet54-or31t5'signé la présente 

TEXT 

‘rConvmtiom 
Bait @fiingapom, file 8' fiéytiex 1972' :en 
dcjubjle .excmplairc, en languve‘anglraisev.

’ 

Pour‘ 1e Gouvemement du“ Royaume :de- 

‘B’elgique: 

* ‘~ 
- J2D’IH‘Qnat. 

"1113611.: IE, Gouvefnem'ent ‘de Singéibémri 
Hen) ‘Sen~ 

Protocole 

Au moment ‘de procéder‘ 2‘1 ‘la signature de' 
la Convention entre le Gouverhement du 
Royaume de ,Bel'gique et "le. Gouvernement 
‘de la République de‘ 'Singapour, :tendant é; 

éviter 11a double impositibn en matiére 
d’ifnp'éts sur 1e reVenu, les soussignés sont 
conVenus des dispositions suivantes qui 
ferment vpartie intégrante de la convention. 

- § I. En ce qui concerne ‘1"a1rt‘icle 1.0, para;- 

graphe '2‘ et l’article 11, paragraphe 2, un 
Etat cOntfaetan't, tel qu’il est défini au 
paragraphe 3, du présent Protoco‘le; sera 
ex‘empté "d’impét clans l’autre Etatcontraé- 
Itant sur les dividendes, les intéréts et les 

gains provenant de ‘l’aliénatiOn diactiéns- 

ou parts, de valeurs mobiliéres. ou d’autr‘es 
droits générateurs vde- dividendes et d’intéL 

réts, qu’jil tire ‘de sources- >situées, dans Get 

autre Etat COnfractant. 
TOutefois, l’e‘xemptiOn sera limitée aux 
actions parts on autres droits visés A l’ar‘fi- 
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de 10», paragraphe 4 011‘ aux valeurs mobi- 
liéres ou autres droits Visés 5. Particle 11, 
paragraphs: 3, qui sont 'détenus 'uni'quement 
J21 desfins d’intérét public et non 2‘1 d’autres 
fins. 

‘§,‘2. E11 .ce qui concerne Particle 22,, la 

limitation établie par led‘itl‘article‘ ne s’ap- 
pliquera Pas aux revenus qu’un Etat con- 
tractant‘ tire defusourCes situées dans‘ 1’autre 

Etat contractant, 

§3, L’expression «un .Efat Contractant» 
employée aux paragraphes‘ I et- 2 du pré- 
sent Protocole ‘ dé'signe: 

(21) en ce qui concerne la Belgique, lé. 

Royaume, d‘e Belgique .et comprexid: 
(i) tou’te. subdivision poliiique ou c‘ofleo 
tiv’ité‘locale de la Belgique; 

' ¥

1 

(ii) la Banque Natidnale de Belgiqueyet 
(iii) lesi institutions de la Belgiqué agréées 
Périodiquernent de commun accord par 165 
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autorités compétentes visées '21 l’anticle 3, 
paragraphe (1) (h) ‘de laConventi’on; 
(b) :en ce qui‘ concerne Singapour, 1a Ré— 
Publique de Singapour et comprend: 
(i) le «Board of Commissioners of Cut— 
rency»; 
(ii) le «Monetary Authority of Singa- 
pore»; et 7

‘ 

(iii) les institutions de Singapour agxéées 
périodiquement de commuti accord par les 
autorités compétentes visées 5. Particle 3, 
paragraphe (1) (11) de la Convention. 
En foi de quoi, les soussignés dfiment 

C18 

autorisé's‘ é cet effet, out signé 1e présent 
Protocole. 
Fait 2‘». Singapour, 1e 8 févriet 1972, en 
double exemplaires en Iangue anglaise. 

Pour le Gouvernement du R'oyaume de 
Belgique: 

L‘D’Hondt. 

Pour 1e Gbuvemement de la République 
de Singapour: 

Hon Sui‘ .Se‘n 
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Sapplemem D 
1973 

Convention entre la Gouvernement-du Royarume 
des ‘Pays-‘B‘as e-t ie’Gouvemement de Ha 

République fraanca‘ise tendant é éviteries doubles 
i‘m‘po‘sitions et a préven-i-r :l’év-asi‘osn fi-sca'le en 

matiére d’yimpé‘ts sur- la revenu et sur la fortune 
SUPPLEMENT ‘To' THE BULLETIN FOR‘I’NTEBNATIONAL FISCAL DOCUMENTATION AU BULLETIN DE DOCUMENTATION FISCALE INTERNATIONALE 

Vol. XXVII, No. 8, August/aofit 1973‘ 
INTERNATIONAL BUREAU 

OF FISCAL DOCUMENTATION 
Muiderpo‘or’c - 124 Sarphatistraat - Amsterdam 

A new double‘mxatz’on treaty was signed 'between the Net/Jeflmdx and me on 
Marc/9 16, 1973. The treaty 5/9411 enter into force on the 3011: day following the 
date on which t/ae contracting state: have notified each ot/zer that the formalitiex 
camtz’tflzfiz’onally requifed in their rexpectz'ae countries have been com-plied wit/9.

~ 

TEXT 
Le ‘Gouvernement du Royaume des’j Pays- 
Bas

u 

ga‘ise, 

désireux de remplacer par une nouvelle 
convention Ia Convention signée 2‘1 Paris le 
30 décembre 1949 pour éviter les doubles 
impositions en matiére d’impéts sur les 

revenus et régler certaines autres questions 
en matiére 'fiscale, 
sont' convenus des dispositions suivantes: 

CHAPITRE I 
CHAMP D’APPLICATION 
DE LA CONVENTION 

Article 1 
Personnes vixées 

La présente Convention s’applique aux Per- 

le Gouvérnement de la République fran—
' 

- sOnnes qui sont des résidents de l’un dés 
Eta'ts ou de chacun des deux Etats. 

Article 2 ' 

Impét: vijéx 
1. La pr’ésente Convention s’app’liq‘ue aux 
impéts sur le revenu et sur' la fortune per- 
gus pour le compte de ‘chacun 'des Etats, de 
ses subdivisions politiques et de ses collec- 
tivités locales, quel que soit 1e systéme de 
perception. 
2. Sont considérés comme impéts sur le 
revenu et sur la fortune l‘es impéts Pergus 
sur le revenu total, sur la fortune totale, ou 
sur des élém'e’nts vdu revenu ou de la for- 
tune, ~y compris les impéts sur les gains 
provenant d‘e l’alién'ation d‘e biens mobi- 
l‘iers ou immobiliers, ainsi‘ que I'es impéts 
sur les plus-values. 
3. Les impéts au'xquels s’applique‘ 12'. Con- 
vention Sont: 
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TAX CONVENTION BETWEEN THE NETHERLANDS AND FRANCE 
'21) en ce qui concerne les Pays-Bats: — l’impét su: 1e revenu (de inkomstenbe- 

lasting); — l’impéf sur les traitements, salaires, pen~ 
sions (de leonbelasting); — l’impét des sociétés (de vennootschaps- 
belasting); 

—— l’impét sur les dividendes (de dividend- 
belasting); — I’impét .sur la fortune (de vermogens- 
belasting); 

(ci-aprés dénommés: ,«l’impét néerlan- 
dais»); 
b) en ce qui concerne la France: 
-— l’impét sur le revenu; 
—.-— l’impét sur les sociétés; 
—— 1a contribution des patentes en ce‘ qui 

concerne Particle 8; 
y com‘pris toutes retenues 2‘). 1a source, tous 
précomptes ‘ou avances d'écompt’és sur les 
impéts visés ci—dessus; 
(ci-aprés dénommés: «l’impét‘ frangais»). 
4. La Convention s’appliqueta aussi aux 
,impéts futurs- de nature identique Qu ana- 
logue qui s’ajouteraient aux impéts actuels 
ou qui les remplaceraient. Les autorités 
compétentes des Etats se communiqueront 
les modifications importantes apportées 5. 

leurs l'égislat‘ions fiscales respectives, 

CHAPITRE II 
DEFINITIONS 

Article 3 
Défz'm'tz‘om génémlex 

1. Au sens de la présente Convention: 
a) le terme «Etat» désigne, suivant le con- 
texte, les Pays-Bas ou la France; 
b) 1e terme «Pays-B215» désigne la partie 
du Royaume des Pays-Bas qui‘ est ‘située en 
Europe et les zones situées hots des eaux 
territoriales du Royaume des Pays-Bas sur 
lesquelles; en conformité avec le droit in- 
ternational et selon sa législation; le 

Royaum¢ des Pays-Bas peut exercer les' 

droits relatifs au lit de la mer; au sous-sol 
marin et :31 leurs ressources naturell‘es; 
c) 16 terme «France» désigne les départe- 
ments européens et les départements 
d’outre-mer' (Guadeloupe, Guyane, Marti- 
nique et Réunion) de la République fran- 
gaise ef les zones situées hors des eaux 
territoriales de la France sur lesquelles, en 
conformité avec Ie droit international et 
selon sa législation, la France peut exercer 
les droits relatifs au lit de la met, an sous- 
sol marin et 5. leurs ressources naturelles; 
d) le terme «personne» comprend les 
personnes physique's et les sociétés; 
e) 1e terme «société» désigne toute per- 
sonne morale ou toute entité qui est con- 
sidétée comme une personne morale aux 
fins d’imposition; 
f) les expressions «entreprise de I’un des 
Etats» et «entreprise de I’autre Etat» désig- 
nent respectivement une entreprise exploi- 
tée par un résident de l’un des Etats et 
une entreprise exploitée par un résident de 
liautre Etat; 

g) l’expr'ession «autorité compétente» dé—g 
Slgne: 

( 1) aux Pays-Bas: 1e Ministre des Finances 
ou son représentant dfiment autorisé; 

(2) en France: 16 Ministre de l’Economie 
et des Finances on son représentanf 
dfiment autorisé. 

2. Pour l’application de la Convention 
Par chacun des Etats, %oute expression qui 
n’est pas‘ autrement définie a le sens‘ qui 
lui est attribué par la Iégislation de cet 
Etat régissant les impéts faisant l’objet de 
la Convention, '21 moins que le contexte 
n’gxige une interprétation différente. 

Article 4 
Domicile final 

1. Au sens de la présente Convention, 
l’expression «résident de l’un des Etats» 
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désigne toute personne qui, en vertu de la 
législation dudit Etat, est assujettie 2‘1 l’im- 
pat dans cet Etat, en raison de son domi- 
cile, de sa résidence, de son siége de direc- 
tion ou de tout autre critére denature ana- 
logue. 
2. Aux fins de la présente Convention, 
les membtes d’une représentation diploma- 
tique ou consulaire de l’un des Etats dans 
l’autre 'Etat ou dans un Etat tiers qui 
possédent 1a nationalité de l’Etat accrédi- 
tant ou d’envoi sont considérés comme des 
résidents de cet Etat s’ils y sont' soumis aux 
mémes obligations concernant les impéts 
sur le revenu et sut la fortune que les 
résidents dudit. Etat. 
3. Lorsque, selon la disposition du para- 
graphe 1, mm personne physique est con- 
sidérée comme résidente de chacun des 
Etats, 1e cas est résolu d’aprés les régles 
suivantes: . 

a) cette perso'nne est considérée comme 
résidente de that 01‘). elle dispose d’un 
foyer d’habitation permanent. Lorsqu’e‘lle 
dispose d’un foyer d’habitation permanent 
dans chacun des Etats, elle est considérée 
‘comme résidente de l’Etat avec léquel ses 
liens personn‘els et‘économiques sont les 
plus étroits (centre des intéréts vitaux); 
b) si l’Etat 01‘1 cette personne a le centre 
de ses intéréts vitaux ne peut, pas étr'e déter- 
miné, ou qu’elle ne dispose d’un foyer 
d’habitation permanent dans aucun des 

'Etats, elle est considérée comme résidente 
de I’Etat 01‘1 elle séjourne de fagon habit 
tuelle; ' 

c) si cette personne séjour'ne de fagon ha- 
bituelle dans chacun des Etats ou qu’elle tie 
séjourne de fagon habituelle clans aucun 
d’eux, elle est considérée comme résidente 
de I’Etat dont elle posséde 1a nationalité; 
d) si cette personne posséde 1a nationalité 
'de chacun des Etats ou qu’elle ne poSséde 
1a nationalité d’aucun d’eux, les autorités 

TEXT 

compétentes des Etats tranchent la question 
d’un commun accord. ‘

‘ 

4. Lorsque, selon 1a disposition du para- 
graphe 1, une personne autre qu’une perg 
sonne physique est considérée comme rési~~ 
dente de chacun des Etats, elle est réputée 
résident de l’Etat 011 SC trouv‘e son siége de 
direction effective. 

Article 5 
Emblz‘memem stable 

1. Au sens de la présente Convention, 
I’expression «établissement stable» désigne 
une installation fixe d’a’ffairés 01‘1 l’entre- 

prise exerce tout ou partie de son activité. 
2. L’expression «établissement stable" 
comprend notamment: 
a) un siége de direction; 
b) une succursale; 
c) un bureau; 
d) une usine; 
e) um atelier;

4 

f) line mine, une carriére on tout autre 
lieu d’extraction de ressources naturelles'; 
g) un chantier de construction on demon- 
tage dont 1a durée dépasse‘ douze mois. 
3. On ne. considére Pas qu’il y a établisse- 
ment stable si‘: - 

21) il est fait usage d’installations aux 
seules fins de stockage, d’exposition ou de 
li’vraison de marchandises appartenant é. 

l’entreprise; 

b) des marchandises appartenan‘t a l’entre- 
prise sont entreposées aux seules fins de 
stockage, d’exposition ou de livtaison; 
c) des marchandiSes appartenant £1 l’entre- 
'prise sont entreposées aux seules fins de 
transformation Par une autre Entreprise; 
d) une installation fixe d’affa'ires est utili- 
sée‘ aux seuIes fins d’acheter des marchan- 
dises ou de réunir des informations pour 
l’ventreprise; 

e) une installation fixe d’affaires est uti- 
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lisée, pout l’entreprise, aux seules fins de 
publicité, de fourniture d’informations, de 
recherches scientifiques ou d’activités ana- 
logues qui ont un caractére préparatoire ou 
auxiliaire. 
4. Une personne agissant dans l’un des 
Etats pour le compte d’une entreprise de 
l’autre Etat —— autre qu’un agent jouissant 
d’un statut indépendant, visé au paragraphe 
6 —- est considérée comme «établissement 
stable» dans le premier Etat si elle dispose 
dams cet Etat de pouvoir's qu’elle y exerce 
habituellement lui permettant de conclure 
des contrats au nom de l’entreprise, a. 

moins que l’activité de cette personne ne 
soit limitée '21 l’achat de marchandises Pour 
l’entreprise. 
5. Une entreprise d’assurance de l’un des 
Etats est considérée comme ayant un éta-i 
blissement stable dams l’autre Etat dés 
l’instant que, par l’intermédiaire d’un re- 
présentant n’entrant pas dans la catégorie 
des personnes visées au paragraphe 6 ci- 

aprés, elle pergoit des primes sur 1e terri- 
toire de ce demier Etat ou assure des ris- 

ques situés sur ce territoire. 
6. On ne considére pas qu’une entreprise 
de l’un des Etats a un établissement stable 
'dans l’autre Etat du seul fait qu’elle y exer- 
ce son activité par l’entremise d’un courtier, 
d’un commissionnaire général ou de tout 
autre intermédiaire jouissant d’un statut in- 
dépendant, A condition que ces personnes 
agissent dans le cadre ordinaire de leur 
.activité. 

7. Le fait qu’une société qui est un rési- 
dent de l’un des Etats contréle .ou soit con- 

.tgélée par une société qui est un résident 
de l’autre Etat ou qui y exerce son activité 
(que ce ‘soit par l’intermédiaire d’un éta- 
blissement stable on non) ne suffit pas, en 
lui-méme, é. faire de l’une quelconque de 
ces sociétés un établissement stable de 
l’autre. 

D4 

CHAPITRE III 
IMPOSITION DES REVENUS 

Article 6 
Revemu immokilz'ers 

1. Les revenus provenant de biens immo- 
biliers y compris les revenus des exploi- 
tations agricoles ou forestiéres sont impo- 
sables dans l’Etat 01‘1 ces biens sont situés. 
2. L’expression «biens immobiliers» est 
définie conformément au droit de-l’Etat 01‘1 

les biens considérés sont situés. L’expres- 
sion englobe en tout cas les accessoires, 1e 
cheptel mort ou vif des exploitations agri~ 
coles et forestiéres, les droits auxquels 
s’appliquent les dispositions du droit privé 
concernant la propriété fonciére, l’usufruit 
des biens immobiliers et les droits 2‘1 des 
redevances variables on fixes pour l’exploi- 
tation ou la concession de l’exploitation de 
gisements minéraux, sources et autres ri- 

chesses du 501-; les navires, bateaux et aéro- 
nefs ne sont pas c’onsidérés comme ‘biens 
immobiliers. 
3. La disposition du paragraphe 1 s’appli- 
qu‘e aux revenus provenant de I’exploita~ 
tion dire'cte2 de la location ou de l’affer- 
mage ainsi que de toute autre forme d’ex— 
ploitation de biens‘ immobiliers. 
4. Les dispositions des paragraphes 1 et 3 
s’appliquent également aux revenus prove- 
-nant des biens immobiliers d’une entreprise 
ainsi. qu’aux revenus des biens immobiliers 
servant é, l’exercice d’une profession libé- 
tale. 

Article 7 
Bénéfz'cex de: entreprzlrex 

1. Les bénéfices d’une entreprise de l’un 
des Etats ne sont imposables que dans cet 
Etat, 2‘1 moins que l’entreprise n’exerce son 
activité dans l’autre Etat par l’intermédiaire 
d’un étabh'ssement stable qui y est situé. Si 
l’entreprise exerce son activité' d’une telle 
fagon, les bénéfices de l’entreprise sont im- 
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posablcs clans l’autre Etat mais uniquement 
clans l_a mésure of; ils sont imputables 
audit établissement stable. 
2. Lor‘squ’une entreprise de l’un des Etats 
exerce son activité dans l’autre Etat par 
l’intermédiaire d’un établissement stable 
qui y est situé, il est imputé, dans chacun 
des Etats, £1 cet établissement stable les 

bénéfices qu’il aurait pu réaliser s’il‘ avait 
constitué une entreprise distincte' et sépa- 
rée exergant des activités identiques ou 
analbgues dans des conditions identiquesx 
ou analogues et traitant en toute ind'épen- 
dance avec l’entreprise dont i1 const‘itue 
un‘ 'établissernent stable. 

3. Dans le calCul d‘es bénéfices d’un éta- 

blissement stable, sont admises en déd‘uction 
les dépenses exposées aux fins poursuivies 
par cet établissement stable, y compris les 
dépenses de direction et les frais généraux 
d’administration ainsi 'exposés, soit dans 
l’Etat 0111 est situé cet établissement stable, 
soit ai‘lleurs. 

4. Aucun bénéfice n’rest imputé '21 um éta- 
blissement stable du fait que cet établis- 

sement stable a simplement acheté des mar- 
chandises .pour l’entreprise. 
5. Aux fins des paragraphes 'précédents, 
les‘ bénéfices '21 imputer £1 l’établissernent 
stable sont calculés chaque année selon la 
méme méthode, 5. moins qu’il n’existe des 
motifs valables et suffisants de procéder 
autrement. 
6. Lorsque ,les bénéfices comprennent des 
éléments de revenu rtraités séparément dans 
d’autres articles de la présente Convention, 
les dispositions de ces articles ne sont pas 
affectées 'par les dispositions du Présent 
article. 

" 

Article 8 
Navigation maritime, intérz‘eure et a'e’rz'mne 
1. Par déxogation aux dispositions de l’ar- 
ticle 7’: 

a) les bénéfices qufun résident de l’un des 

TEXT 

Etats tire de l’exploitation, en atrafic inter- 
national, de navi'res ou d’aéronefs ne sont 
imposables que dans ‘cet Etat; 
b) les bénéfices qu’un résident de l’un "des 
Etats tire de l’exploitation de bateaux ser- 
vant 51a navigation intérieure ne sont impo- 
sables que dans cet Etat. 
2. Nonobstant les dispositions du para- 
graphe I, les bénéfices susvisés peuvent 
aussi étrerimposés dans l’autre Etat, si 1e 

siége de la direction effective de l’entre- 
prise est situé dans cet autre Etat. 
3. Si le siége de 121 direction effective 
d’une entrgprise de navigation maritime ou 
intérieure est 5. bord d’un navire ou d’un 
bateau, ce siége est réPuté situé dans l’Etat 
0131- se trouve 1e Port d’attache de ce navife 
ou de ce bateau ou, 2‘1 défaut de port d’at- 
tache, ‘dans ‘l’Etat d'Ont l’exploitant du na- 
Vire ou du bateau est un résident. 
4. Les paragraphes 1 et 2 s’app‘liquent 

Par analogie a la contribution des patentes, 
Pe‘rgue sur une autre base que le bénéfice 
commercial. 

Article 9 
Entreprile; auocz'e’e: 

Lorsque 
a) une entreprise de l’un desfl Etats’ parti- 
cipe directement ou indirectement ‘21 la 

direction; au contréle on an capital d’une 
entreprise de l’autre Etat ou que 
b) les mémes personnes participant direc- 
tement our indirectement 5. 1a directioni au 
contréle on an capital d’une entreprise de 
l’un des Etats et d’une enfreprise de l’autre 
Etat, 
et que, dans Fun et ‘l’autre cas, les deux 
entreprises sont, dans leurs relations com- 
merciales ou 'financiéres, liéeé par d‘es con- 
ditions acceptées ou imposées, qui différerit 
de éelles qui sera‘ient conclues entre des 
entreprises indépendantes, les bénéfices qui, 
sans ces candi'tions, auraient été obtenus 
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Par l’une des entreprises mais n’ont pu 
l’étre en fait 5. cause de ces conditions, 
peuvent é‘tre inclus dans les bénéfices de 
cette entreprise et imposés en conséquence. 

Artitle 10 
Dividendey 

1. Les dividendes payés par une société 
qui est un résident de I’un des Etats :1 un 
résident de I’autre Etat sont imposables 
dans cet autre Etat. 
2. Toutefois, ces dividendes peuvent étre 
imposés dans l’Etat dont la société qui paie 
les dividendes est un résident, et selon 
1a législation de cet Etat, mais l’impét ainsi 
établi ne peut excéder: 
a) 5 pour cent du montant brut des divi- 
dendes si 1e bénéficiaire est une société par 
actions ou '21 responsabilité limitée qui dis- 
pose directement d’au moins 25 pour cent 
du capital de la société qui paie les divi- 
dendes; ‘ 

b) 15 pour cent du montant brut des di- 
videndes dans tous les autres cas. ' 

3. a) Les dividendes payés par une so- 
ciété, résidente de France, qui donneraient 
droit a un avoir fiscal s’ils étaient regus par 
une personne qui est un résident de France, 
ouvrent droit, Iorsqu’ils sont payés 2‘1 des 
bénéficiaires qui' sont des résidents des 
Pays-Bas a un paiement brut du Trésér 
frangais d’un montant égal 2‘1 cet avoir fis-r 
cal, sous réserve de la déduction de l’impét 
prévu au paragraphe 2, alinéa b), ci-dessus. 
b) La disposition de l’alinéa a) s’appliw 
quera aux bénéficiaires ‘ci-aprés, qui sont 
des résidents des Pays-Bas: 
(i) les personnes Physiques assujetties 2‘1 

1’imp6t néerlandais 2‘1 raison du montant 
total des dividendes distribués par la so- 
ciété qui est un résident de France et du 
paiement brut visé £1 l’aline’a a) afférent é 
ces dividendes; . 

(ii) les sociétés assujetties é 'l’impét néer— 

landais 5. raison du montant total des di- 
videndes distribués par la société qui est 
un résident de France et du paiement brut 
visé é. l’alinéa a) afférent 5. ces dividendes; 
(iii) les sociétés et les fonds d’investisse— 
ment, n’entrant pas dans les prévisions de 
l’alinéa (ii) ci-dessus, qui satisfont aux 
conditions fixées d’un commun accord 
entre les autorités compétentes. 
4. A moins qu’elle ne bénéficie du paie- 
ment prévu au patagraphe 3, une personne 
qui‘ est un résident des Pays-Bas et qui re- 
goit des dividendes distribués par une so- 
ciété, résidente de France, peut demander 
1e rembourse‘ment du précompte afférent é. 

ces dividendes acquitté, 1e ’cas échéant, par 
la société distributrice, sous réserve de la 
déduction de I’impét prévu au paragraphe 
2 ci-dessus. 
5. at) Le terme «dividendes» emplqyé 
dans le présent article désigne les revenus 
provenant d’actions, actions ou bons de 
jouissance, parts de mine, parts de fonda- 
teur ou autres parts bénéficiaires é I’e'xcep- 
tion des créances, ainsi que les revenus 
d’autres parts sociales" assimilés aux revenus 
d’actions par la législation fiscale de l’Etat 
dont la société distributrice est un résident. 
b) Sont également considérés comme ‘des 
dividendes payés par une société qui est 
un résident de France 16 paiernent brut 
représentatif de l’avoir fiscal visé au para- 
graphe 3 et les sommes brutes remboursées 
au titre du précompte visées au paragraphe 
4, qui sont afférents aux dividendes payés 
par cette société. 
6. Les dispositions des paragraphes 1 £1 4 
ne s’appliquent pas Iorsque 1e bénéficiaire 
des dividendes, résident de l’un des Etat's, 
a, dams l’autre Etat dont la société quj paie 
les div'idendes est un résident, un établisse- 
meat stable auquel se ratfache effective- 
ment la participation génétatrice des divi- 
dendes. Dans ce cas, les dispositions de 
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l’article 7 sont applicables. 
7. Lorsqu’une société qui est un résident 
de l’un des Etats‘ tire des bénéfices ou des 
revenus de l’autre Etat, cet autre Etat ne 
peut percevoir aucun impét sur les divi- 

dendes Payés par la société aux personnes 
qui ne sont pas des résidents de Cet autre 
Etat, ni prélever aucun impét, au titre de 
l’imposition des bénéfices non distribués, 
sur les bénéfices non distribués de la so- 
ciété, méme si les dividendes payés ou les 
bénéfices non distribués consistent en tout 
ou en partie en ‘b'énéfices ou revenus pro- 
venant de cet autre Etat. 

Article 11 
Intérét;

_ 

1. Les‘ intéréts provenant de l’un des Etats 
et payés '21 un résident de l’autre Etat sont 
imposables dans ‘cet autre Etat. 
2. Toutefois, ces intéréts peuvent étre im- 
posés dams l’Etat d’ofi ils proviennen’t et 

selon 1a Iégislation de cet Etat, mais l’impét 
ainsi établi ne peut excéder 10 pour cent 
du montant des intéréts. 
Par dérogation 5. 1a disposition de la phraée 
précédente, les intéréts des obligations 
émises en France avant 1e 1e: janvier 1965 
peuvent étre so‘umis dans cet Etat 5; un 
impét de 12 pour cent. 
3. Par dérogation aux dispositions du Pa- 
ragraphe 2, les intéréts mentionnés au Pa- 
ragraphe 1 me ‘peuvent pas étre imposés 
dans l’Etat d’ofi ils proviennent, lorsqu’ils 
a) sont payés en vertu d’un contrat de fi- 
nancement ou de paiement différé afférent 
2‘1 des ventes d’équipements industriels, 
commerciaux ou scientifiques on E1 1a con- 
struction d’i‘nstallations industrielles, com- 
mercial‘es ou scientifiques ou d’ouvrages 
publics; 
b) sont payés' sur un prét de n’importe 
quelle nature consenti par un établisse- 

ment bancaire; 

TEX-T 

c) sont payés 2‘3. titre d’indemnité de‘ retard, 
2‘1. la Suite d’une sommation ou d’une action 
en justice, sur une créance pour laquelle 
un intérét n’avait pas été stipulé. 
4. Le terme «intéréts» employé d'ans 1e 

présent article désigne les revenus des 
fonds publics, des obligations d’emprunts, 
assortis on non de garanties hypothécaires 
ou d’une clause de participation aux béné- 
fices, et des créances de toute nature, ainsi 
que tous autres produits assimilés aux 
revenus de sommes prétées Par .la légis- 

lation fiscale de I’Etat d’ol‘l proviennent les 
revenus. 
5. Les dispositions des ,Paragraphes 1, 2 
et 5 me: s’appliquent pas lorsque le béné- 
ficiaire des- intéréts, résident de l’un dés 
Etats, a, dans l’autre Etat d’ofi proviennen‘t 
les intéréts, un établissement stable auquel 
se rattaché effectivemen't la créance géné- 
ratrice des intéréts. Dans ce cas, les dispo- 
sitions de ‘l’article' 7 sonf applicables; 
6. Les intéréts sont considérés cornme pro- 
venant de l’un des Etats lorsque l‘e‘débiteur 
est cet Etat lui-méme, ufie collectivité' lo- 
cale ou un fésident de cet Etat. Toutefois, 
lorsque le débiteur des intéréts, qu’il soit 

on non résident de l’un d‘es Etats, a, dans 
hm des Etats, un établiSsement stable pour 
lequel l’emprunt générateur des intéréts a 
été contracté et qui supporte 1a charge de 
ces intéréts, lesdits intéréts sont réputés 
provenir de l’Etat of; l’établissement stable 
est situé. 

7. Si, par suite de relations Spéciales 6x15; 
tant entre le débiteur et le ctéancier ou qué 
1’u_n ef l’autre entretiennent avec de tierces 
personnes, l'e‘ moritant des intéréts payés, 
comPte tenu de la créan‘ce pour .laquelle ils 
sont versés, excéde celui dont seraient Con- 
venus 1e débiteur et le créancier en l’ab- 

sence de pareil‘les relations, les dispositions 
du présent article ne s’appliquent qu’é ce 
dernier montant. En ce cas, la Pattie ex’Cé- 
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dentaire des paiements reste imposable con- 
formément a la législation de chacun des 
Etats -et compte tenu des autres dispositions 
de la présente Convention. 

Article 12 
Redewzmey 

1. Les redevances provenant de l’un des 
Etats et payées 2‘1 un résident de l’autre 
Etat ne sont imposables que dan's cet autre 
Etat. 
2. Le terme «redevances» employé dans 
le présent article désigne les rémunérations 
de toute nature payées pour l’usage ou la 
concession de l’usage d’un droit d’auteur 
sur une oeuvre Iittéraire, artistique ou 
scientifique, y compris les films cinémato- 
graphiques et les films et bandes magné- 
tiques de telévision ou de radio-diffusion, 
d’un brevet, d’une marque de fabrique ou 
de commerce, d’un dessin ou d’un modéle, 
d’un plan, d’une formula ou d’un prbcédé 
secrets, ainsi que pour I’usage ou la con- 
cession de l’usage d’un équipement indus- 
trieI, commercial ou scientifique et pour 
des informations ayant trait 5. une expé- 
rience vuise dans Ie domaine industriel, 
commercial ou scientifique. 
3. La disposition du paragraphe 1 ne s’ap- 
plique pas lorsque le bénéficiaire des rede- 
vances, résident de l’un des Etats, exerce 
dans I’autre Etat d’ofi proviennent les rede- 
vances, soit une activité commerciale par 
l’intermédiaire d’un établissement stable, 
soit une profession libérale au moyen d’un’e 
base fixe et que le droit ou le bien géné- 
rateur des redevances s’y rattache effective- 
ment. Dans cette hypothése, les dispositions 
de‘ Particle 7 ou de Particle 14 sont, sui- 
vant les cas, applicables. 
4. Si, par ‘suite de relations spéciales exis- 
tant entre le vdébiteur et Ie créancier ou que 
l’un et l’autre entretiennent avec de tierces 
persofis, 1e montant des redevances 

payées, compte tenu de la prestation pour 
laquelle elles sont versées, excéde celui 
dont seraient convenus 1e élébiteur et le 
créancier en l’absence de pareflles relations, 
les dispositions du présent article ne s’ap- 
pliquent qu’é ce dernier montant. En 9e 
cas, la Pattie excédentaire des paiements 
reste imposable conformément 2‘1 Ia légis- 
lation de chacun des Etats et compte tenu 
des autres dispositions de la présente Con- 
vention. 

Article 13 
Gain: en capital 

1. Les gainsf provenant de l’aliénation des 
biens immobiliers, tels‘ qu’ils sont définis 
au paragraphe 2 de Particle 6, ainsi gut: 
les gains provenant de l’aliénation de parts 
on deidroits analogues dans une société 
dont l’actif est composé principalement de 
biens immobiliers sont imposables dans 
l’Etat 01‘1 ces biens sont situés. 
2. Les gains provenant de l’aliénation de 
biens mobiliers faisant partie ‘de l’actif d’un 
établissement stable qu’une entreprise de 
l’un des Etats a dans l’autre Etat, ou de 
biens mobiliers constitutifs d’une base fixe 
dont dispose un résident de I’un des Etats 
dans l’autre Etat pour l’exercice d’une pro- 
fession libérale, y compris de teIs gains 
provenant d‘e l’aliénation globale de cet 
établissement stable (seul ou avec l’en- 
semble de I’entreprise) ou de cette base 
fixe, sont imposables dans cet autre Etat. 
3. Par dérogation '21 la disposition du para- 
graphe 2: 
a) les gains qu’un résident de l’un des 
Etats tire de l’aliénation de' navires ou 
d’aéronefs exploités en trafic international 
et de bateaux servant 2‘1 121 navigation inté- 
rieure ainsi que de biens mobiliers affectés 
2‘1 l’exploitation de tels navires, aéronefs et 
bateaux, ne sont imposables que dans cet 
Etat; 
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b) nonobstant la disposition de l’alinéa a), 
les gains susvisés peuvent aussi étre im- 
posés dams l’autre Etat, si 1e siége de la 
direction effective de l’entreprise est situé 
dans cet autre Etat. - 

4. Les gains provenant de l’aliénation de 
tous biens autres que ceux qui sont men- 
tionnés aux paragraphes précédents ne 
sont imposables que dans l’Etat dont le 
Cédant est un résident. 
5. Nonobstant Ia disposition du paras- 

graphs: 4, chacun des deux Etats conserve 
1e droit de percevoir, conformément 2‘1 59. 

Propre législation, un impét sur les gains 
provenant de l’aliénation d’actions, parts 
ou bons de jouissance constituant tout ou 
partie d’une Participation substantielle 
dans une société par actions 011 2‘9. respon- 
sabilité limitéé qui est un résident de cet 
Etat, 10rsque ces gains Sont réalisés Par une 
personne physique qui est un r’ésident de 
l’autre Etat, a condition toutefois que cette 
personne: 
'— ait 1a nationalité du premier Etat sans 

avoir la nationalité de l’autre Etat; 
et 

—— ait été un résident du premier Etat pen- 
dant une Période quelconque au cours 
des cinq années précédant l’aliénation. 

Article 14 
Profem'om indépendantex 

1. Les revenus qu’un résident de l’un des 
Etats tire d’une profession Iibérale ou 
d’autres activités indépendantes de caractére 
analogue ne sont imposables que dans Cet 
Etat, 2‘1 moins que cc résident ne dispose de 
fagon- habituelle 'dans l’autre Etat d’une 
base fixe Pour l’exercice de ses activités. 

S’il dispose d’une telle base, les revenus 
sont imposables dans l’autre Etat mais uni- 
quement dans la mesure 401‘1 ils sont impu- 
tables '21 ladite base fixe. 

2. L’éxpression «professions libéral‘es» 

comprend en particulier les activités indé- 
pendantes d’ordre .scientifique, littéraire, 

artistique, éducatif ou pédagogique, ainsi 

que les activités indépendant‘es des méde- 
cins, avocats, in‘génieurs, architectes; den- 
tistes et comptables. 

Article 15 
Profem'om dépendantes 

1. Sous réserve des dispositions des ar- 

ticles 16, 19 et 20, les salaires, traitemerits. 
et autres rémunérations, similaires qu’un 
résident de l’un des‘ Etats regoit au titre: 
d’un emploi‘ salarié ne sont imposables que 
dans cet Etat, :‘1 moins que l’emploi ne' 

soit exercé dans l’autre Etat. Si 1’emploi y 
est exercé, les rémunérations 'regues '21 cc 
titre sont imposables dans cet autre Etat. 
2. Nonobstant les dispositions ,du para- 
graphe 1, les rémunérations quiun résident 
de 'l’un des Etats, regoit au titre d’ur'l emploi 
salarié exercé dans ‘l’autre Etat ne sont im- 
Posables que dans le premier Etat si: 
21') 1e bénéficiaire séjourne dans l’autreD 

Etat pendant une période ‘ou des périodes 
n’excédamt pas au total 183 jours au cours 
de l’année fiscale considérée; et 
b) les rémunérations sont payées par un 
empl’oyeur ou au nom d’un ‘employeur qui 
n’est pas résident de l’autre Etat; et 
c) 1a charge des rémunérations n’est Pas 
supportée par un établissernent stable ou 
une base fixe que l’employeur a dans 
l’autre Etat. 
3. Nonobstant les dispositions précédentes 
du présent article, les rémunérations qu’un 
résident de l’un des Etats regoit au titre 

d’un emploi salarié exetcé é bord d’un 
navire ou d’un aér'onef en ‘trafic inter- 

national, ou 2‘1 bord d’un bateau servant 5. 

1a navigation intérieure, ne sont imposables 
que dans cet Etat. ' 

Supplement Bulletin Vol. XXVII, no. 8, August/aofit 1973 D9



TAX CONVENTION BETWEEN THE NETHERLANDS AND FRANCE 
Article 16 

Adminiftmteum, directezm (balm/Men) 
et commimzz're: (commiuarz'uen) de 

Jociétéx 
1. Les tantiémes, jetons‘ de présence et 
autres rémunératibns regus par un résident 
des Pays-Bas qui est membre du Conseil 
d’administration ou de surveillance d’une 
société par actions on d’une société a res- 
ponsabilité limitée résidente de France, 
sont imposables en France. 
2. .Les tantiémes, jetons de présence et 
autres rémunératibns regus par un résident 
de France qui est commissaire (commis- 
saris) ou directeur (bestuurder) d’une so- 
"ciété anonyme'ou d’une société 2‘1 respon- 
sabilité limitée résidente des Pays-Bas, sont 
imposable’s aux Pays-Bets. 
3. Nonobstant les dispositions des para- 
graphes 1 et 2, les rémunérations susvisées 
qui sont regue‘s Par des personnes exergant 
des fonctions réelles et permanentes, dans 
un établissement stable situé dans I’Etat 
autre que celui dont la 'société est résidente. 
et qui sont supportées comme ‘telles par 
cet établissement stable Sont imposables‘ 
dans cet autre Etat. ' ' 

Article 17 
Armies elf :portz'fx 

1. Nonobstant les dispositions des articles 
14 et 15, les revenus que les professionnels 
du spectacle, tels les artistes de théfitte, de- 
cinéma, de .la radiodiffusion ou de la- télé- 
vision et 'les musiciens, ainsi que les spor- 
tifs retirent de leurs activités persOnnelles 
en cette qualité sont imposables d'ans l’Etat 
01‘1‘ (.jes yactivités‘ .sont exercées. 
2. Nonobstant toute autre dispOsition de 
la présente Convention, une société de 'l’un 
dES Etats qui fournit dans l’autre Etat les 
services d’une personne visée au ‘paragraphe 
1, est imposable clans cet autre Etat sur les 
bénéfices qu’elle retire de. cette prestation“

’ 
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de services, sauf si cette société établit 
qu’elle n’est pas contrélée directement ou 
indirectement par cette personne. 

Artitle 18 
Pemz'om 

Sous réServe des dispositions du paragraphe 
1 de Particle 19, les pensions et autres ré- 
mufléra‘tions similaires, ‘versées it an rési- 
dent de l’un des Etats au titre d’un emploi 
antérieur, ne sont imposables que dans cet 
Etat. - 

Artitle 19 
Fonctz'om publiquex 

1. Les rémunérations, y compris les pen- 
sions, versées par l’un des Etats ou l’une 
de' ses subdivisions politiques‘ ou collectivi- 
tés locales; ou un établissementpublic de 
cet Etat, soit directement soit par préléve- 
merit sur des fonds qu’ils ont constitués, '21 

une personne physique au titre de services 
rendus é cet Etat Cu '21 cette subdivision ou 
collectivité, ou 2‘1 cet établissement public, 
dans l’exercice de fonctions de caractére 
public, sont imposable dans cet Etaf. 
2, Les dispositions dejs articles 15, 16 at 
1‘8 s’appliquent aux rémunérations ou pen-

. 

sions versées au titre de services rendus 
dans le cadre d’une activité commerciale 
ou industrielle exercée par l’un des Etats 
ou l’une de ses subdivisions'politiques ou 
Collectivités locales ou l’un de ses établisse- 
ments publics. ' 

Artiqle 20 
Profeuezm 

1. Les rémunérations que 165 professeurs 
et ‘autres membres du personnel; énseignant, 
résidents. de1"un des Etats, qui enseignent 
dans une université ou toute autre institu- 
tion d’enseignement de l’autre Etat, re- 
goivent- pour cet enseignement ne sont im- 
posables que dans la premier Etat pendant 
une période n’excédant pas deux ‘anne’es du 
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début de leur enseignement. 
2. Cette disposition est également appli‘ 
cable aux rémunérations qu’une personne 
physique, résidente de l’un des Etats regoit 
pour des travaux de recherche exécutés 
dans l’autre' Etat si ces travaux ne sont pas 

I 
entrepris principalement en vue de la rée 

alisation d’un avantage particulier bénéfi- 
ciant ’21 une entreprise on 5. une personne, 
mais au contraire dans l’intérét public. 

Article 21 
Etudz'amtx e25 :tagiaz'res 

1. Les sommes qu’un étudiant an un 
stagiaire qui est, ou qui était auparavant, 
un résident de l’un des Etats et, qui séjoume 
dans l’autre Etat é seule fin d’y Poursuivre 
ses études ou sa formation, regoit pour 
couvrir ses frais d’enttetien, d’études ou de 
formation ne .sont pas imposables dans cet 
autre Etat, £1 condition qu’elles Provien— 
nent de sources situées en dehors de cet 
autre Etat. 
2. 11‘ en est de méme de la rémunération 
qu’un tel étudiant ou stagiaire regoit au 
titre d’un emploi exercé dans l’Etat 01‘1 i1 

poursuit ses études-ou sa formation 5. la 

c'Qndition que cet emploi soit ditectement 
lié‘ '21 ses études ou £1 sa formation et que 

‘ sa duré'e ne dépasse pas 183 jours au cours 
d’une méme année d’irnposition._ 

Article 22 
Autre; revemu 

Les‘v'éléments du revenu d’un résident de 
l’un des Etats, auxquels les articles précé- 
dents de la Présente Convention. ne s’appli- 
quent pas, ne sont imposables que dans cet 
Etat.‘ 

CHAPI’I’RE IV 
Article 23

‘ 

Imposition de la fortzme 
1.‘ La; fortune constituée par des biens im- 
mobiliers, tels qu’ils sont définis au paraa 
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graphe 2 dc l’article :6, est imposa‘ble clans 
l’Etat 01‘1 ces biens sont situés. 

La fortune constituée par des biens 
mobiliers faisant partie de l’actif d’un éta- 
blissement stable d’une entreprjse 011 Pat 
des biens mobiliers constitufifs d’une base 
fixe servant 2‘1 l’exercicev d’une profession 
libérale *est imposable dans l’Etat oil est 

situé l’établissement stable ou la base fixe. 
3. Par dérogafion 5.121 disposition du_ para- 
graphe 2: 
a) les navires vet les aér’onefs exploités en 
trafic international et les bateaux Servant 
5. 'la navigation Lintérieure, ainsi que les 

biens mobiliers affectés a l’exploitatic‘m de 
tels navires, aéronefs‘ et bateaux, ne Sont 
imposables que dans l’Etat dont l’exploi- 
tant est un résident; 
b) nonobstant la disposition de‘ l’alinéa a),

‘ 

les navires, aéronefs, bateaux et biens, mo- 
biliers susvisés peuvent aussi étre imposés 
dans, l’autre Etat, si 'le siége de la direction 
effective de'l’entrepr’ise e‘st situé dans cet 
autre Etat. 
4. Tous les autres éléments de la fortune 
d’un ré‘sident de l’un d'es Etats ne sont im- 
posables que dans cet Etat. 

CHAPITRE V 
Article 24 

Dixposz'tz'om pour éliminer 1w double: 
imposition: 

Il est entndu que 19. double imposition 
sera évitée de la fagon suivante: 
A. En ce qui concerne 'les Pays-B215: 
1. Pour déterminer les impéts dus par 
leurs résidents, les Pays—Bas .pourront com- 
prendre dans la base sur laquelle ‘ces im- 
p6ts sont prélevés les ‘éléments du revenu 
ou de la fortune qui, conformément aux 
dispositions de la- préSente Convénfion, 
sont imposables en France. 
2. Toutefois, ‘sousr réserve des dispositions 
de la législation inteme néerlandaise con- 
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cernant 1a compensation des pertes, les 
Pays-Bas déduiront du montant des im- 
péts calculés selon l'e paragraphe 1, un 
montant égal 51 la fraction de ces impéts 
carrespondant au rapport existant entre le 
montant d‘es éléments du revenu ou de la 
fortune compris dans la base imposable 
visée au paragraphe 1 et imposables en 
France en vertu des articles 6, 7, 8 para- 
graphe 2, 10 paragraphe 6, 11 paragraphe 
5, 12 paragraphe 3, 13 paragraphes 1, 2 et 
3 alinéa b); 15 paragraphe 1, 19, 23 para- 
graphes 1, 2 et 3‘ alinéa b) de la présente 
Convention et le montant du revenu total 
on de la fortune totale retenue comme base 
d’imposition en application dudit para- 
graphe 1. 
3. En ce qui concerne les éléments du re- 
venu compris dans la base imposable visée 
au paragraphe 1 et qui sont imposables en 
France en vertu des articles 10 paragraphe 
2, 11 paragraphs 2, 16 et 17, les Pays-Bas 
accordent, sur l’impét -néerlandais ainsi 
calculé, une réduction égale au moins élevé 
des montants suivants: 
a) un montant égal 2‘1 l’impét‘ prélevé en 
France soit en vertu des articles 16 et 17, 
soit dans la limite des taux prévus aux 
articles 10 paragraphe 2 et 11 paragraphe 
2; 
b) un montant égal a la fraction de l’impét 
néerlandais calculé suivant 1e paragraphe 
1 du présent article, qui correspond au 
rapport existant entre le montant desdits 
éléments du revenu et 1e montant total du 
revenu qui constitue la base imposable 
visée audit paragraphe 1. 
B. En ce qui conceme la France: 
a) Les revenus autres que ceux visés 5. 

l’alinéa b) ci-dessous sont exonérés des 
impéts frangais’ Visés 2‘1 Particle 2 para- 
graphe 3 alinéa b) Iorsque ces revenus sont 
imposables aux Pays-B215 en vertu de la 
présente Convention. ‘

I 

b) En ce qui concerne les revenus visés aux 
articles 8, 10, 11, 16 et 17 qui ont sup- 
porté l’impét néerlandais conformément 
aux dispositions de ces articles, la France 
accorde aux personnes qui sont résidentes 
de France et qui pergoivent de tels revenus, 
un crédit d’impét d’un montant égal 51 

l’impét néerlandais. 
Ce crédit d’impét, qui ne peut excéder 1e 
montant de l’impét pergu‘en France sur 
les revenus en cause, s’impute sur les im~ 
péts visés 2‘1 l’article 2 paragraphe 5 alinéa 
b) dans les bases desquels lesdi'ts revenus 
sont inclus. ‘ 

c) Nonobstant les dispositions des alinéas 
:1) et b), l’impét frangais peut étre calculé 
sur le revenu imposable en France en vertu 
de la présente Convention au taux corres~ 
pendant au montant global du revenu im- 
posable conformément A la 'législation 
frangaise. 

CHAPITRE VI 
DISPOSITIONS SPECIALES 

Article 25 
Nan-dixcrz'mz'mtz'on 

1. Les nationaux de l’un des Etats, qu’iIs 
soient des résidents dudit Etat on non, ne 
son’tsoumis dans l’autre Etat 2‘1 aucune im- 
position ou obligation y relative, qui est 
autre ou plus lourde que celle 2‘1 laquelle 
sent on pourront étre asSujettis les natio- 
naux de cet autre Etat se ‘trouvant dans la 
méme situation. 
2. Le terme «nationaux» désigne: 
a)' toutes les personnes physiques qui pos- 
sédent la nationalité de l’un des deux Etats; 
b) toutes les personnes morales, sociétés 
de personnes et associations constituées con- 
formément 2‘1 13. législation en Vigueur dans 
l’un des deux Etats. 

- 3. Les apatrides qui sont résidents de l’un 
des Etats .ne sont soum'is dans l’un et l’autre

\ de ces Etats a aucune imposition ou obli- 
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gation y relative qui est autre en plus lour- 
de que celle é laquelle sont ou pourront 
étre assujettis les nationaux de l’Etat con- 
cerné se trouvaht dans la méme situation. 
4. L’imposition d’un ‘établissement stable 

qu’une entreprise de l’un des Etats a dans 
l’autre Etat n’est Pas étaiblie dams cet autre 
Etat d’une fagon moins favorable que l’im- 
position des entreprises de cet autre Etat 
qui exércent la méme activité. Cette dis- 

position ne peut étre interprétée comme 
obligeant l’un des Etats '21 accorder aux ré- 
sidents de l’autre Etat les déductions per- 
sonnelles, abattement; et réductions d’im- 

pét en fonction de la situation ou des 
charges de famille qu’il accorde 2‘3. ses pro- 
pres résidents. 
5. Les entreprises de l’un- des Etats, dont 
1e capital est en tout ou en partie, directe- 
ment ou‘ indirectement, détenu ou contrélé 
par un ou plusieurs résidents de l’autre 

Etat, n'e sont soumises dans le premier Etat 
a ‘aucune imposition ou obligation y rela- 
tive, qui est autre ou plus lourde que celle 
2‘1 laquelle sont ou pourront étre assujetties 
les autres entreprises de méme nature de 
ce premier Etat. 
6. Le terme «imposition» désigne dans le 
Présent article les impéts de toute nature 
on dénomination‘. 

Article 26 
Application ale [4 Convention 

Les autorités compétentes des Etats déter— 

minent les modalités d’application de la 

présente Convention. 

Article 27 
Proce’dure amiable 

1. Lorsqu’un résident de l’un des Etats 
estime que les mesures prises Par l’un des 
_Etats ou par chacun des deux Etats en~ 

trainent ou entraineront pour lui une. im- 
position non conforme '21 la présente Con- 

Supplemént Bulletin Vol. XXVII, no. 8, August/aofit 1973 

TEXT 

vention, i1 ‘peut, indépendamment des re- 

cours prévus par la législation nationale de 
\ces Etats, soumettre son cas é. l’autdrité 

compétente de l’Etat dont il est résident. 

Le cas devra étre soumis dans les trois ans 
qui suivront 1a premiere notification de la 
mesure qui entraine une imposition non 
conforme‘z‘l la Convention. 
2. Cette autorité compétente s’efforcera, si 

la ‘réclamatiOn lui Parait fondée et si elle 

n’est pas elle-méme en mesure d’apporter 
une solution satisfaisante, de régler la 

question pat voie d’accord amiable avec 
l’autorité compétente, de l’autre Etat, en 
.vue dféviter une imposition non conforme 
'21' la Convention. L’accord sera appliqué 
quels que soient les délais prévus Par les 
législations nationales des deux Etats. 
3. Les autorités compétentes des Etats 

s’efforcent, par voie d’accord amiable, de 
résoudre les difficultés ou de dissiper les 
doutes, auxquels peut donner lieu l’appli- 
cation de la Convention. Elles peuvent, en 
particulier, se consulter en vue de par- 

venir '21 um aCcord: 
a) pour que les bénéfices revenant é. une 
entreprise de l’un des Etats et E‘son éta— 

blissement stable dans l’autre Etat soient 

imputés d’une maniére identique; 
b) pour que 'les revenus remnant é. une 
entreprise de l’un des Etats et 2‘1 toute per- 

sonne associée visée é l’artide 9 soient 

attribués de maniére .identique. 
Ces autorités peuvent aussi sej concerter en 
vue d’éviter 121 double imposition dansles 
cas non prévus par 19. Convention. 
4. ‘Les autorités compétentes des Etats peu- 
vent communiquer directement entre elles 

en we \de parvenir :21 um accord comme il 

est indiqué aux paragraphes précédents. 

Article 28 
Ecbcmge tie remez‘gnementy 

1. Les autorités compétentes des deux 
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Etats échangeront les renseignements 
d’ordre fiscal dont elles disposent normalc- 
ment et qui seraient nécessaires Pour ap- 
pliquer les dispositions de la présente Con— 
vention et celles des lois internes des deux 
Etats relatives aux impéts visés par la Con- - 

vention ainsi qu’ a la répression des fraudes 
fiscales. Tout renseignement ainsi échangé 
sera tenu secret at ne pourra étre communi- 
qué qu’aux personnes ou autorités char- 
gées de l’établissement ou du recouvrement 
‘des impéts visés par la présente Conven- 
tion. 
2. Les dispositions du paragraphe 1 me 
peuvent en aucun cas étre interprétées com- 
me imposant 51 Fun des Etats I’obligation: 
a) de prendre des dispositions administra- 
tives dérogeant a sa propre législation on A 
521 pratique administrative ou 2‘1 celles de 
l’autre Etat; 
b) de foumir des renseignements qui ne 
pourraient étre obtenus sur la base de sa 
propre législation ou dans le cadre de sa 
pratique administrative normale ou de 
celles de l’autre Etat; 
c)‘ de transmettre des renseignements qui 
révéleraient un secret commercial, indus- 
triel, professionnel ou un procédé commer- 
cial ou des renseignements dont la com- 
munication serait contraire 5. l’ordre public. 

Article 29 
Fonttz'onmzz're: diplomatiquex at camzdaz're: 
1. Les dispositions de la présente Con- 
vention ne portent pas atteinte aux privi- 
léges fiscaux don't bénéficient les fonc- 
tionnaires diplomatiques ou consulaires en 
vertu soit des régles_ générales du droit des 
gens, soit des dispositions d’accords Parti- 
culiers. 
2. La Convention ne s’applique pas aux 
organisations internationales, 2‘1 leurs or- 
ganes et fonctionnaires, ni aux personnes 
qui sont membres de missions diplomati- 
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ques ou consulaires d’Etats tiers, lorsqu’fls 
se trouvent sur Ie territoire de l’un des 
Etats et ne sont pas traités comme des ré- 
sidents dans l’un ou l’autré Eiat en matiére 
'd’impéts sur le revenu et sur la fortune. 

Article 30 
Extemion territoriale 

1. La présente Convention peut étre éten— 
due, telle quelle ou avec les modifications 
necessalres: 
a) 5. Surinam et aux Antilles néerlan- 
daises ou é l’un seulement de ces pays; 
b) aux territoires d’outre-mer de la Répu- 
blique frangaise, 
lorsque ces pays ou territoires prélévent des 
impéts de caractére analogue '21 ceux aux- 
quels s’applique 13. Convention. Une telle 
extension prend effet 5. partir d’une date, 
avec les modifications et dans les condi— 
tions, y compris les conditions relatives 5 
la ces'sation d’application, qui sont fixées 
d’un commun accord par échange de notes 
diplomatiques. 
2. A‘ moins que les deux Etats n’en soient 
convenus autrement, lorsque Ia Convention 
sera dénoncée par l’un d’eux en~ vertu de 
l’article 32, elle cessera de s’appliquer, 
dans les conditions pfévues 2‘1 cet'artide, é 

, 
tout pays ou territoire auquel elle a été 
étendue conformément au présent article. 

CHAPITRE VII
‘ 

DISPOSITI'ONS FINALES 

Article 31 
Entrée e72 viguem 

1. La présente Convention sera approuvée 
conformément aux dispositions constitu- 
tionnelles en vigueur dans chacun des 
Etats. Elle entrera en vigueur 1e. trentiéme 
jour suivant celui au cours duquel’ aura eu 
lieu l’échange des notifications corisfatant 
que, de part et d’autre, il a été satisfait 5. 
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ces dispositions. 
2. La présente ConVention sera applicable}: 
at). auxPays-Bas:

" 

(i) en Ce‘ qui confieme l’irnpét ‘sur les di- 
videndes, aux ‘diyidendes visés 2‘1 Particle . 

10 don't 12;; mise ’en paiement, inter-viendrar 
2‘1 compter; dc 19: date de l’entrée en vigueur; 
(if) en cequi concerne les autres impéts, aux 
revenus et a Ia.»fortur1e afférents aux années 
et pério<ies fiscales comfnengant l'e Premier 
j'anvier' Oli' aprés: 1e Premier janvier- de 
l’année au coups de laquelleninterviepdra 
l‘éc‘hange :des notificatiogs ;-~ 

b). .en France! ‘ 

v . 

(1) en ce c1111 conceme .djune' part, lesflimi 
p6ts‘ pergus‘ par voie dc retenue‘ '21 1a source 
sur les dividendes et les inté'réts, dTautrex 
part, les paiements prévus 5. Particle 10 pa- 
;agraphes 3‘ et 4, aux produits mis en paie- 
ment A partir, de la, date de l’entrée en vi- 
gueur; 

7

‘ 

(ii) en cewqui concerns les gangs timpéts, 
aux revenus afférents é rarinéc civile au- 

cours de Iaquelle interviendra,‘ l’échangerdes 
notifications ou aux exercices c105 au’ cours 
de 1adit¢ année et aux revenus ‘afférents 
aux années ‘rpostérieures. 
3. rentmé 'en vigueur de la Présente :Con- 

avention mettr'a fin 2‘1 19. 4Conventi0n~ rentre 
Ia France et les Pays-Bas‘ pour évite; les 
doubles impésitions er; matiére =1’imp6ts 
gut les tevenus et :égler Certaines autges 
questions en matiére fiscale? signée {21. Paris 
I'e 30‘ décembre' 1949 telle qu‘elle a été‘ 

.modifiée par l’Avenant é‘ce'tte Convention, 
signé '21 Paris 1e 24 juillet 19.52. 
-Les dispositions de 'cette Convention ces- 

.seront de sfapp'liquer 2‘1 compter de la date 
'21 laquelle 16,54 dispositions correspond'antes. 
de la ,présente Convention 's’appliqueront 
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“ TEXT 

,pour‘ la premiére‘ ‘fois conformément au 
paragxaphe 2 ci-dessus. 

Article'32 
.D'énomiatz'on 

La présente Convention Idemeuxera' ‘en vi-r 

gugur tant qu’elle. n’aura pas fété dénoncée 
Par. l’-un des Etats; V'Chacun des’ Etats» pent 
ydégoncefir 13. Convention par voie::diplomati- 
qge avec; un Préavis d’au' mains si’x mois 
avant la, fin «de ‘chaqu‘e ‘annéel civile: et 1‘; 

Patti; de‘ l’année 31:976. 
Dans ce 'c‘as, lei ConventiOn cessera d’é‘tre 

applicable: 
9.) aux Pays-Bass 'a‘ux revenus at 5.13. for- 
vtune afiférents aux anné‘es‘ ‘et ‘périodes fis- 

cales’ commengant aprés 1a fih de fl’année 
c‘iv'il'e dams slaquélle ‘ 1a" dénonciatipn‘ 9.11:3. 
k'ét'é notifjée; 
15‘) "en France: aux reVefiué 'afféizefits 2‘1 

tOute ’a‘nnée d’imposi‘t‘ioh ‘s‘uiVat I-‘année a‘u 

couts de laquelle la dénonciation aura; été 
notifiée. 

‘ 

r . 

FOI DE QUOI, lesfl soussigtiés, d6.- 

:11t auto‘r‘isés‘ 5. at efféf pat leurs Gou- 
Vememgnts :respectifs; ont‘ s‘igné la présente 
Convention. 
EAIT .721, .Péris, l‘e seizg mags 1973, en dé'u’x 
exc’mplaires. en langues‘ néerlandaise 'et 

fxangaise, lens‘deux tcxtes faisant égaltzmént 
foi; 

Pour le 'Gofiv'emgrhent du. 
Ro‘yaume des Pays-Bas 

cs.) '1. A. DE RANITZ. 
Pour 1e GouVememcnt‘ de la 

République frangaise 

(5.) GILBERTLDE CHAMBRUN 
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TAX CONVENTION BETWEEN THE NETHERLANDS AND FRANCE 

Protocole 

Au moment de Procéder 2‘1 121 signature de 
la Convention tendant 2‘1 véviter les doubles 
impositions et :‘1 prévenir l’évasion fiscale 
en matiére d’impéts sur le revenu et sur 
la fortune, ‘conclue ce jour ‘entre le Gou- 
vernement du Royaume des Pays-Bas et le 
Gouvemem'ent de la République frangaise, 
les soussignés sont convenus des disposi- 
tions suivantes qui ferment partie inté- 
grante de la Convention.

I 
Ad article 4 

Une personne physique qui demeure 2‘1 

.boxd d’un navire ou d’un bateau, sans avoir' 
de domicile reél dans l’un des Etats, sera 
considérée comme résidente, de l’Etat 01‘1 

se trauve 1e port d’attache de ce navire ou 
de ce bateau. 

11 
Ad article 6 

La France se réserve ‘le-d‘roit de considérer, 
conformément aux dispositions de ,sa loi 
interne, cornme biens immobiliers, pour 
'l’appliCation des articles 6 et 13 de Ia 
Convéntion, les droits sogiaux possédés 
par les associés ou actionnaires des sociétés 
qui ont, en fait, pour unique objet, soit 
la construction ou l‘acquisition d’immeubles 
ou de groupes d’immeubles en vue de lem 
division par fractions, destinées 2‘1 étte attri- 
buées 5. leurs membres en propriété ou en 
jouissance, soit la gestion de-ces immeubles 
ou groupes d’immeu'bleé ainsi divisés., 

III 
Ad article 10 

Il' est entendu que pour l’application du 
paragraphe 7 les sociétés résidentes des 
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Pays~Bas qui possédent en France un éta— 
blissement stable ne sont Pas soumises- £1 

l’impét de distribution visé 5L l’article 115 
quinquiés du Code génétal des Impéts. 

IV 
Ad article: 10, 11 et 12 

Pour‘l’application des dispositions des ar- 
ticles 10, 11 et 12, les demandes de rem< 
bOursement doivent étre faites é l’autorité 
compétente de l’Etat qui a pergu l’impét, 
dans le délai' de trois ans aprés l’expiration 
rde l’année civile dans laquelle l’impét a 
été pergu.

V 
Ad article 24 

Il est entendu que pour a‘utant qu’il s’agit 
‘de l’impét néerlandais sur le revenu ou de 
‘l’impét néerlandais des sociétés, la base 
visée 2‘1 l’article 24, paragraphe 14, est le 
total des revenus nets (,,onzuivere inko- 
men”) ou le bénéfice (,,winst”) au sens de 
la législation néerlandaise 'concernant l’im- 
pét sur le revenu ou l’impét des sociétés 
respectivement. 
FAIT a Paris, 1e seize mars 1975, en deux 
exemplaires2 en langues néerlandaise et 
frangaise,‘ les deux textes faisant également 
foi. 

Pour le Gouvemement du 
Royaume de's Pays-Bas 

' 

(5.) J. A. DE RANITZ 
Pour le Gouvernement de la 

République frangaise 

(5.) GILBERT DE CHAMBRUN 
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SupplementE 
1 973 

Convention enfre ‘l‘e Royaume de Belgéiique 
et I"Etat d’lsraél t’e'ndant é év-itegr Ies doubles 

impositions en matiére d’im-péts sur le 
revenu et sur la fortune 

(Trad uction) 

SUPPLEMENT To THE BULiEff‘iN. FOR INTERNATIONAL FISCAL DOCUMENTATION AU BULLETIN DE DOCUMENTATION FISCALE INTERNATIONALE 
Vol; XXVII, No. 10, October/octobre 1973 
INTERNATIONAL BUREAU 

OF FISCAL DOCUMENTATION 
Muiderpoo‘rt - 124 Sarpha’tistraat '- Amsterdam 

A'flouble taxation Meaty was Iz'gned between Belgium and Israel 072‘ [uly 13, I972. 
The sweaty 3/5411 enter into force on the fifteenth day after the daté of the 
exchange of the imminent: of ratification. T/ae z'mtmmeflt: of ratification have 
not yet been exchanged.

~ 

TEXT 
Le Gouvernement de la Belgique, 
ct I

‘ 

1e Gouvemement d’Isr‘aél. 
Désireux de conclure~une Convention ‘tene 
dant 2‘1. éviter les doubles impositions en 
matiére d’impéts sur le revenu et sur la 

fortune. .' 

Sont convenus des dispositions suivantes: 

I. CHAMP D’APPLICATION 
DE LA CONVENTION 

Ariz'cle l‘er. 

Personne: pile’e: 

La présente Convention s’apPlique aux per- 
sonnes qui sont des Iésidénts d’un Etat 
contractant ou (de chacun des deux Etats. 

Article 2. 
177217623”. w'w’: 

§ let. La“ présente Convention s’applique 
.aux impéts sur le revenu .et sur la fortune 

on Ie Patrfmoine petgus pour l‘e compte de 
chacun des Etats contractants, de Ses subdi- 
visions Politiques et de ses collectivités‘ 

locales, quel que‘ soit 1e systéme de percepé 
tiOn. 

§ 2. Sont considérés comme impéts sur Ie 
revenu et sur la fortune ou le patrimoine, 
Ies impéts pergus sur le revenu total et 
sur la fortune ou le patrimoine total, ou sur 
des éléments du revenu, de la fortune on 
du patrimoine, y compris. Ies impéts sur 
les gains provenant de l’aliénation de biens 
mobiliers ou immobiliers, Ies; impéts sut le 
mo‘ntant des salaires payés par les: entre- 
prises ainsi que les impéts sur les, plus- 
values. 

§ 3. Les impéts actuels auxquels s’applique 
la Convention sont notamment: 
(4) en Israél: 

(1') l’impét sur la revenu (y .Compris 
l’impét sur les gains en capital); 

(ii) l’impét rdes sociétés; 
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TAX CONVENTION BETWEEN'ISRAEL AND BELGIUM 

(iii) Ia contribution de sécurité; 
(iv) les imp'fi'ts nationaux sur la propriété; r 

(v) l’impét sur les gains provenant de la 
vente des terrains ou la loi portant 
imposition des plus-values de réali- 
sation de terrains; 

(ci-aprés dénomme’s «l’impét israélien»). 
(17) en Belgique: 
(i) l’impét des personnes physiquesv; 
(ii) l’impét des sociétés; 
(iii) l’impét' des personnes morales; 
(iv) l’impét des non-résidents; 
(v) les précomptes et compléments de 

précomptes; et ' 

(Vi) les décimes et centimes additi'ormels 
aux impéts visés sub (i) i (v) ci- 

‘dessus, y compris .Ia taxe communale 
additionnelle é l’impét des per- 
sonnes physiques; 

(ci-aprés dénommés «l’impét beige»). 
§' 4. La Convention s’appliquera aus'si aux 
impéts futurs de nature identique ou analo- 
gue qui s’ajouteraient aux impéts actuels 
ou qui ~les remplaceraient. Les ~autorités 
compétentes des Etats contractants 56 com- 
muniqueront r’éguliérement, les modifica- 
tions importantes apportées a leurs législa- 
tions fisc‘ales respectives; 

II. DEFINITIONS 

Article 3. 
Défiizz'tz'om ge’némle; 

§',1er. Au séns de la Présente Convention, 
2‘1 moins que le contexte n’exige une inten- 
prétation différente: 
(a) le terme «Belgique», employé dans un 
sens géographique, désigne le territoire du 
Royaume de Belgique; 
(5) 1e terme «Israél», employé .dans un 
sens géographique, désigne 1e territoire de 
l’Eta‘t d’Israél; 

(a) les expressions '.«un Efat contractant» 

et «l’autre Etat contractant» désignent, 
suivant 1e contexte, 1a Belgique ou Isra'e'l; 

(41) 1e terme «impét» désigne, suivant le 
contexte, l’impét belge ou l’impét israélier'l; 
(e) 1e terme «personne» comprend les 
personnes physiques et les sociétés; 
(f) 1e terme «société» désigne toute per- 
sonne morale ou toute entité qui est consi- 
dérée comme lune personne morale aux 

. fins d’i'mposition dans l’Etat contractant 
dont elle est un résident; 
(g) les expressions «entreprise d’un Etat' 
contractant»_ et «entreprise de l’autre Etat 
contractant» désignent respectivement une 
entreprise exploitée par un résident d’un 
Etat contractant et une entreprise exploitée 
par un résident de- l’autre Etat contractant; 
(b) l’expression «autorité compétente» dé- 
51gpe: 
4) en ce qui concerne 1a Belgique, l’auto- 
rité 'compétente s'uivant Ia législation b'elge 
et, 

If) en ce qui cohceme Israél, le Ministre 
des Finances ou son représentant autorisé; 
§ 2. Pour l’application de la présente Con- 
vention par'un Etat contractant, toute ex: 
pression qui n’est pas autrement définie 
dans la présente Convention 21 1e séns qui 
lui est attribué par la législation dudit Etat 
régissant les impéts auxquels cette Conven- 
tion s’applique, £1 moins que le contexte 
n’exige une interprétation différente. 

Article 4. 
Domicile final 

§ ler. Au sens de la présente Convention, 
l’expression «r’ésident d’un Etzit contrac- 
tant» désigne toute personne qui, en vertu 
de la législation vdudit Etat, est assujettie 2‘1 

I’impét dans cet Etat en raison de son do- 
micile, de sa résidence, de son ‘siége (16 di- 
rection ou de tout autre critére de nature 
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analogue. Une société, et en ce qui concer- 
ne la Belgique une société autre qu’une so- 
ciété par actions, qui a opté pour l’assu— 
jettissement de sés bénéfices é. l’i‘mpét des 
personnes physiques est considérée comme 
étant assujettie z‘a. l’impét au sens de la 

phrase précédente, si elle y est assujettie é. 

défaut d’une telle option. 

§ 2. Lorsqu’e, Selon les dispositions du 
paragraphe ler, une personne physique est 
considérée comma résidente de chacun des 
Etats contractants, 1e cas est résolu d’aprés 
les régles suivantes: 
(a) cette personne est considérée comme 
résidente de I’Etat contractant oil elle dis- 
pose d’un foyer d’habitafion permanent 
Lorsqu’elle dispOse d’un foyer d‘habitation 
permanent dans chacu'ri des Etats contrac— 
tants, elle est considérée corm'ne résidente 
de'l’Etat contractant avec lequel ses liens 
personnels et éconorniques sont les plus 
étroits (centre des intéréfs’ vitaux);

‘ 

(Z7) si l’Etat contractant 01‘1 cetfe personne 
a le centre de ses intéréts vitaux ne peut pas 
étre d‘éterminé ou qu’elle ne dispose d’un 
foyer d’habitation permanent dans aucun 
des Etats contractants; elle est considétée 
comme résidente de I’Etat contractant 01‘1 

elle séjourne de fagon habituelle; 
(5) Si cette personne séjourne de fagon 
habituelle dans chacun des Etats contrac- 
tants ou qu’elle ne séjoume de fagon habi- 
tue‘lle dans aucun d’eux, elle est considérée 
comme résid‘ente de l‘Etat contractant dont 
elle posséde la nationalité; ' 

(d) si Cette personne posséde la nationa- 
lité de chacun des Etats cohtractants ou 
qu’elle ne. Posséde 1a nationalité d’aucun 
d’eux, les autorités compétentes des Etats 
contractants tranchent la question de com- 
mun accord. 
§ 3. Lorsque, selon la disposition du para- 
graphe ler, une personne autre qu’une per- 
.sonne physique est considérée comme rési- 

TEXT 

‘dente de chacun des Etats contractants, elle 
est réputée résidente de l’Etat contractant 
01‘1 se ttouve son siége dc direction effec- 
tive. ' ‘ 

Article 5. 
Etablinement stable 

§ ler. Au sens de la présente Convention 
l’expression «établissement stable» désigne 
une installation fixe d’affaires 01‘1 l’entre- 

prise exerce tout ou partie de son activité. 
§ 2. L’expression ‘(céta‘blissement stable» 
comprend notamment: 
('4) un siége de direction; 
([7) une succursale; 
(5) un bureau; 
(d) une us’ine; 
(e) un atelier; 
(f) une mine, une carriére ou tout ‘autre 
'lieu d’exploitation de ressources naturelles; 
(g) une plantation; 
(b) un chantier de construction on de 
montage dont la durée dépasse douze mois. 
'§ 3. On ne considére pas qu’il y a établis- 
sement stable si‘: 

(4) il est. fait usage d"installations aux 
seules fins de stockage, d’exposition ou de 
livraison de marchandises 'appartenant 5L 

l’entreprise; 

(b) des marchandisessappartenant it l’en- 

treprise sont entreposées aux seules fins de 
'stockage, d’exposition ou de livraison; 
(c) des marchand-ises‘ appartenant é l’en- 

‘treprise sont entreposées aux seules fins (16 
transformation par une autre entreprise; 
(d) une installation fixe d’affaires est 

utilisée aux seules fins d’acheter des mar- 
chandises ou de réunir des,informations 
pour l’entreprise; 
(e) une installation f-ixe d’affaires e‘st uti- 

lisée, pour 1’entreprise, aux seules fins de 
publicité, de fournitures d’informations, de 
recherches, scientifiques ou d’activités ana- 
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logues qui ont un caractére préparatoire ou 
auxiliaire. 

§ 4. Une personne autre qu’un agent joui's- 
sant d’un statut indépendant visé au Para- 
graphe 5 qui agit dans un Etat contractant 
Pour le compte d’une entreprise de l’autre 
Etat contractant est considérée comme con- 
stituant un établissement stable dans le 
premier Etat contractant si elle dispose 
dams cet Etat de pouvoirs, qu’elle y exerce 
habituellement, lui permettant de conclure 
des cOntrats au nom de l’e'ntreprise, é moins 
que l’activité de cette personne ne soit 
limitée 2‘1 l’achat de marchandises pour 
l’entreprise. 

Toutefois, une entreprise d’assurances d’un 
Etat contractant est considérée comme ayant 
un établissement stable dans l’autre, Etat 
contractant dés l’instant 01‘1, par I’intermé- 
diaire d’un représentant. visé 2‘1 l’alinéa pré- 
cédent ou d’un agent jouissant d’un statut 
indépendant et disposant de pouvoirs, qu’il 
exerce habituellement, Iui permettant de 
conclure des contrats au nom de l’entre- 
prise, elle pergoit des primes sur Ie terri- 
toire de cet autre Etat ou assure des risques 
situés sur ce territoire. 

§ 5. On ne considére pas qu’une entre- 
prise‘ d’un Etat contractant a un établisse- 
ment stable dams l’autre Etat cantractant 
du seul fait qu’elle y exerce son activité Pa: 
l’entremise d’un courtier, d’un commission- 
naire général ou de tout autre intermédiaire 
jouissant d’un‘ statut indépendant, 2‘1 condi- 
tion que ces personnes agissent dans le 
cadre ordinaire de leur activité. 
§ 6. Le fait qu’une société résidente d’un 
Etat contractant contréle ou est contrfilée 
par une so'ciété résidente de l’autre Etat 
contractant ou qui y exerce son activité (que 
ce soit par l’intermédiaire d’un établisse- 
ment stable ou non) ne suffit pas, en ~1ui- 
méme, £1 faire de l’une quelconque de ces 
sociétés un établissement stable de l’autre. 

III. - IMPOSITION DES REVENUS 

Article 6. 

Rewnm de biem immobilier: 

§ ler. Les revenus provenant de biens im- 
mobiliers sont imposables dans l’Etat con- 
tractant oil ces biens sont si‘tués. 

§ 2. L’expression «biens immobiliers» est 
définie conformément au droit de l’Etat 
contractant oil les biens considérés sont 
situés. L’expression englobe en tout cas les 
accessoires, le cheptel 'mort ou vif des 
exploitations agricoles et forestiéres, les 
droits auxquels s’appliquent les dispositions 
du droit privé concernant la propriété fon— 
ciére, l’usufruit des biens immobiliers et 
les droits £1 des redevances variables ou 
fixes pour l’exploitation ou la concession 
de{1’exploitation de gisements minéraux, 
sources et autres richesses du sol; les nae 
vires, bateaux' et aéronefs ne sont pas con- 
sidérés comme biens immobiliers. 
§ 3. La disposition du paragraphe let 
siapplique aux revenus provenant de l’ex- 
ploitation ou de 1a.jouissance directes, de 
la location ou de l’affermage, ainsi que de 
toute autre forme d’exploitation de biens 
immobiliers. 

§ 4'. Les dispositions des paragraphes ler 
et 3 s’appliquent également aux revenus 
Provenant des biens immobiliers d’une" 
entreprise ainsi qu’aux revenus des biens 
immobiliers servant '21 I’exercice d’une pro- 
fession Iibérale. 

Article 7. 
Bérzéfz'qex d6: ehireprixe: 

§ let. Les bénéfices d’une entréprise d’un 
Etat contractant ne sont imposables que 
dams cet Etat, '21 moins 'que l’entreprise 
n’exerce son activité dans l’autre Etat con- 
tractant par l’intermédiaire d’un établisse- 
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ment stable qui y est situé. Si Fentreprisel 
exerce son activité d’une telle fagorr, les 

bénéfices de l’entreprise sont imposables 
dans l’autre Etat contractant, mais unique- 
ment dans la mesure oil ils sont imputables 
audit établissement stable. 

§ 2. Sans Préjudice de l’application du 
Aparagraphe 3, lorsqu’une entreprise d’un 
Etat contractant exerce 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, :21 

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 ‘agihs- 
sant en toute indépendance. 
§ 3. Dans le calcul des bénéfices d’un 
éta’b‘lissement stable, sont admises \en déduc- 
tion les dépenses exposées aux fins pour- 
suivies par cet établissement stable, y com- 
pris les dépenses de direction et les‘ frais 

généraux d’administration ainsi exposés, 
soit dans l’Etat contractant 01‘1‘ est situé cet 
établissemeht stable, soit ailleurs. 

§ 4. A défaut de comptabilité réguliére ou 
d’autres éléments. 'probants permettant de 
déterminer 1e montant des‘ bénéfices d’une 
entreprise d’lun Etat contractant, qui est 
imputable 2‘1 son établissement stable situé 
dans l’autre Etat, l’impét peut notamment 
étre établi dams cet autre Etat conformé- 
‘ment 2‘1 53. propre législation, compte tenu 

' des bénéfices normaux d’entreprises simi- 
laires du méme Etat se livrant it 121 méme 
activité on 21 des activités similaires dans 
des conditions identiques ou similaires. 

Toutefois, si cette méthode entraine une 
double imposition des mémes bénéfices, les 
"autorités compétentes des deux Etats se 
concertent en vue' d’éviter cette double im- 
position. 

§ 5. AuCun bénéfice n’est imputé 2‘1 un éta- 

TEXT 

blissement stafble du fait que cet établis- 

sement stable a simplement acheté des mar- 
chandises pour 1’entrepr-ise. 
§ 6. Aux fins des ‘paragraphes précédents, 
les bénéfices 2‘1 imputer '21 l’établissement 
stable s'ont calculés chaque année selon 1a 
méme méthode, 2‘3; moins qu’il n’existe des 
motifs valables et suffisants de procéder 
autrement. 
§‘ 7. Loréque les bénéfices .comprennent 
des éléments de reVenu traités séparément 
dans d’autres articles de la présente Con- 
vention, les dispositions de ces articles ne 
§ont pas affectées Par les dispositions du 
présent article. 

Article 8. 
Navigation maritime oz; aérz'enne 

§ let. Par dérogation é l’article 7, para— 
graphes let A 6, 1:5 bénéfices provenant de 
l’exploitation, en trafic international, de 
navires ou d’aéronefs as sent imposables 
que dans l’Etat contractant 01‘1 est situé 1e 

siége de la direction effective de l’entre- 
prise. ‘ 

§ 2. Si 16 siége de la direction effective 
d’une entreprise de navigation. maritime est 
'21 bord d’un navire, ce siege est réputé 
situé dans l’ELat contractant 0121 se Home 16 ' 

port d’attache de ce navire ou, é 'défaut de 
port d’attache, dams l’Etat contractant dont 
l‘exploitant du navire est un résiaent. 
§ 3. L’expression «trafic international» 
comprend Ie trafic entre .des lieux ‘situ’és 

dams un Etat contractant au cours d’un 
voyage s’étendant au .territoire de plus d’un 
Etat. 

Article 9. 
Entrepflm: ,z'nterdépefldantes 

Lorsque 
(a): une entreprise d’un Etat contractant 
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participe directement ou indirectement a la 
direction, au contréle on an capital d’une 
entreprise de l’autre Etat contractant, ou 
que 
(é) les mémes personnes Participent direc- 
tement ou indirectement i 121 direction, au 
contréle ou au capital d’une entreprise d’un 
Etat contractant et d’une entreprise de 
l’autre Etat contractant, 
et que, dans l’un et l’autre cas, les deux 
entreprises sont, dams leurs relations com- 
merciales ou financiéres, liées par des con- 
ditions accepte’es ou imposées qui différent 
de celles qui seraient conclues entre de_s 
entreprises indépendantes, les bénéfices qui, 
sans ces conditions, auraient été obtenus 
par l’une des entreprises mais n’ont pu 
l’étre en vfait a cause de ces conditions, peu- 
vent étre inclus dans les bénéfices de cette 
entreprise et imposés en con'séquence. 

Article 10. 
Dividende: 

§ ler. Les dividendes attribués par une so- 
ciété qui est un résident d’un Etat contrac- 
tant a un résident de l’autrezEtat contrac- 
tant sont imposables dans cet autre Etat 
contractant. -

. 

§ 2. Toutefois, ces dividendes peuvent 
étre imposés dans I’Etat contractant dont 
la société qui attribue les dividendés est 
un résident et seIon 1a législation de cet 
Etat’, mais l’impét ainsi établi ne peut excé- 
der 15 pour cent du montant brut des divi- 
dendes. ' 

Ce paragraphe ne concerne pas l’irnposition 
de la société pour les bénéfices qui servent 
au paiement des dividendes. 
§ 3. Le terme «dividendes'» .employé dans 
le présent article désigne les revenus prove- 
nant d’actions, actions ou bons ‘de jouis- 
sance, parts de fondateurs 'ou autres parts 

bénéficiaires, 2‘1 l’exception des créances, 
3ainsi que les revenus d’autres parts. sociales 
soumis au méme régime que les revenus 
d’actions par la législation fiscale de l’Etat 
contractant dont la société distributrice est 
un résident. Ce terme désigne également 
les revenus — méme attribués sous' la 
forme d’intéréts —— imposables au titre de 
revenus de capitaux investis par les associés 
dans les sociétés autres que les sociétés par 
actions, résidentes de la Belgique. 
§ 4. Les dispositions des paragraphes let 
et 2 ne s’appliquent pas lorsque le bénéfi— 
ciaire rdes 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 effectivement 1a participation 
génératrice des dividendes. Dans ce cas, les 
dispositions de l’article 7 sont applicables; 
elles ne font pas‘obstacle '21 la perception 
des impéts dus 2‘1 la sourcesur ces dividen- 
des, conformément 2‘1 la législation de cel- 

autre Etat contractant. 

§ 5. Lorsqu’une société résidente d’un 
.‘Etat contractant tire des bénéfices ou des 
revenus de I’autre Etat contractant, cet autre 
Etat ne peut percevéir aucun impét sur les 
dividendes attribués‘ par la société en de- 
hors du territoire de cet autre Etat 2‘1 des 
personnes qui ne sont pas des résidents de 
cet autre Etat, ni prélever‘ aucun impét au 
titre de l’imposition des bénéfices non dis- 
tribués, sur les bénéfices non distribués de 
la société, méme si les dividendes attribués 
ou les bénéfices non distribués consistent 
en tout ou en partie en bénéfices ou reve- 
nus provenant de cet autre Etat. 

Article 11. 
rlmé'rézs 

§ let. Les intéréts provenant d’un Etat 
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contractant et attribués- '21 un résident de 
-l'autre Etat - contractant sent imposabl‘es 
dams cet autre Etat. 
§ 2. Toutefois, ces intéréts .peuvent étre 
imposés dans l’Etat contractant d’ofi ils 

vproviennent et selon 1a législation de‘ cet 

.Etat, mais l’impét ainsi ‘établi ne peut excé~ 
der 15 pour cent du montant br‘ut des 
intéréts; 

§ 3. Le vterme «intéréts» employé dans le 
.présent article désigne’ les revenus des 
fonds publics, des obligations d’emprunts, 
assorties ou non d‘e garanties hypothécaires 
ou d’une clause de participation aux béné- 
fices, et, sous réserve de l’alinéa suivant, 
des cxéances et dépéts de toute nature, 
ainsi que les lots d’emprunts et tous autres 
produits soumis au méme régime que les ' 

teyenus de sommes prétées Ou déposées par 
la législation fiscale de l’Etat contractant 
d’ofi proviennent lesl‘revenus. 
Ce terme ne comprend pas: 
1° les intéréts assimilés £1 des dividendes 
par Particle 10, paragraphe 3, deuxiéme 
phrase; 
2° les intéréts de comptes courants‘ ou 
d’avances nominatives entre des entreprises 
bancaires des deux Etats contractants. Ces 
intéréts sont soumis au régime Prévu a Tax- 
tide ’7. .

- 

§ 4. Les dispositions des paragraphes Iver 

et 2 me s’appliquent pas lorsque 1e bénéfi- 
ciaire des intéréts, résident d’un Etat con- 
tractant, a dans l’autre Etat contractant d’ofi 
Proviennent les intéréts un établisseme‘nt 
stable auquel se :attache effectivement l‘a 

créance ou le dépét générateur de_s intéréts. 
Dans ce cas, les dispositions de l’azticle 7 
sont applicables; elle ne font pas obstacle a 
la perception des impéts- dus 2‘1 1a source sur 
ces intéréts conformément a la législation 
de cet autre Etat contractant. 
§. 5. -Les intéréts .sont considérés comme 
provenant dfun Etat ‘contractant lorsque le 

’ TEXT 

débiteur est cet Etat contractant lui-méme, 
une collectivité locale ou un résident d'e cet 
Etat. Toutefois, lotsque le débiteur des in- 
téréts, qu’il soit on non résident d’un Etat 
contractant, a dans un Etat contractant un 
étaiblissement 'stable pour le'quel‘ l’emprunt 
générateur des intéréts a été contracté et 

qui supporte directement la charge de ces 
intéréts, lesdits intéréts sont réputés Prove- 
‘nixr vde L’Etat contractant 01‘). est situé‘ l’éta- 

blissement stable. 

§ 6. Si, par suite de relations spéciales 

existant entre le débiteur et le créancier ou 
vdéposant en que l’un et l’autr’e entretienr 

nent avec des tierces personnes, le montant 
des intéréts, compte tenu de' la créance ou 
du dépét pour lequel ils sont attribués, 

excéde celui dont seraient conVenus le débi— 
teur ‘et le créancier ou 'déposant .en l’absen- 
ce de pareilles. relations, les dispositions du 
présent article ne s’appliquent qu’z‘l .ce der- 
nier montant. En ce cas, la partie excéden- 
,taire des ‘paiements reste imposable Confor- 
mément é 1a législation de l’Etat contrac- 
tant d’ofi proviennent has ifltéréts. 

Article 12. 
Redemme: 

§ ler. Les redevances provenant d’un Etat 
contractant et attribuées :‘a. un gésident dev 

l’autre Etat contractant sont imposables 
dans -cet autre Etat. 

§ 2.‘ Toutefois, ces redevances peuvent 
étre imposées dans l’Etat-coritractant d’ofi 
elles vproviennsnt et salon 1a, législation de 
cet Etat, mais l’impét ainsi établi ne peut 
excéder 10 pour cent du montant des rede- 
vances. 

§ 3. Le terme «redevances» employé dans 
les paragraphes ler et 2 désigne les rému— 
nérations de toute nature payées pour 
liusage ou Ia Concession de l’usage d’un 
brevet, d’une marque de- fabrique ou de 
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commerce, d’un dessin ou d’un modéle, 
d’un plan, d’une formule ou d’un Pro- 
cédé secrets, on pour l’usage ou la conces- 
sion de l’usage de films pour la cinéma 
ou la télévision, ou d’un équipement indus- 
triel, commercial ou scientifique, ou pour 

‘ 

deg informations ayant trait 5. uhe expérien— 
vce acquise dans le domaine industriel, com- 
mercial ou scientifique, ainsi que les reve- 
nus de la location coque nue d’un navire 
o‘u d’un aéronef. 
§ 4. Les redevances provenant d’un Etat 
contractant et attribuées :‘1 un résident de 
l’autre Etat contractant en contrepartie de 
l’usage ou de la concession de l’usage d’un 
droit d’auteur sur une oeuvre littéraire, 
dramatique, musicale‘, artistique ou scienti- 
fique é l’exclusion des redevances et Paie- 
ments similaires pour des films pour le 
cinéma ou la télévision ne sont imposables 
que dans cet autre Etat. 
§ 5. Les dispositions des paragrapheé let, 
2 et 4 ne s’appliquent pas lorsque 1e béné- 
ficiaire des redevances, résident d’un Etat 
contractant, a dans l’autr’e Etat contractant 
d’ofi proviennent les redevances un établis- 
sement stable auquel se rattache effective- 
ment 1e droit ou 1e bien générateur des re- 
devances. Dans ce cas, les dispositions de 
l’article 7 sont applicables. ‘ 

§ 6. Les redevances sont considérées com- 
me provenant d’un Etat contractant Iorsque 
le débiteur est cet Etat contractant lui- 
méme, une collectivité locale ou un résident 
de cet Etat. Toutefois, lorsque 1e débiteur 
des redevances, qu’il soit on non résident 
d’un Etat contractant, a dans un Etat con- 
tractant un établissement stable pour lequel 
le contrat donnant lieu au paiement des 
redevances a été conclu et qui suppbrte 
directement la charge de celles-ci, ces rede— 
vances sorit réputées provenir de l’Etat 
contractant ofi est situé l’établissement sta- 
ble. 

E8 

§ 7. Si, par suite de relations spéciales 
existant entre le débiteur et le créancier ou 
que I’un et l’autre entretiennent avec des 
tierces personnes, 1e montant des redevan- 
ces, compte tenu de la Prestation pour la- 
quelIe elles sont attribuées, excéde celui 
dont seraient co'nvenus 1e débiteur et le 
créancier en l’absence de pareilles relations, 
les dispositions du présent article ne s’ap- 
pliquent qu’é. ce dernier montant. En ce 
cas, 1a partie excédentaire des paiements 
reste‘ imposable conformément :31 la légis- 
Iation de 1"Etat contractant d"01‘1 provien- 
neat les redevances. 

Aftz'cle 13. 
Gaim e72 capital 

'§ ler. Les gains provenant de I’aliénation 
des biens' immobiliers, tels qu’ils sont dé- 
finis :1 Particle 6, paragraphs 2, sont impo- 
sables dans l’Etat contractant oil ces biens 
sont situés. 
Au sens du présent paragraphe, l’expres- 
sion «biens immobiliers» comprend les 
parts —-— autres que les actions négociées en 
bourse — dans une association inunobil‘iére, 
telle que celle~ci est définie par la loi israé- 
lienne visée 2‘1 Particle 2, paragraphe 5 (a) 
(v). Lesdites parts sont censées étre situées 
dans l’Etat contractant 01‘1 les biens immo- 
biliers appartenant 2‘1 une telle association 
sont situés. 

§ 2. Les gains provenant de I’aliénatiori de 
biens mobiliers faisant partie de I’actif d’un 
établissement stable qu’une entreprise d’un 
Etat contractant a dans l’autre Etat contrac— 
tant, ou de biens mobiliers constitutifs 
d’une base-fixe dont un‘ résid‘ent d’un Etat 
contractant dispose dans l’autre Etat con- 
tractant pour l’exercice d’une profession 
Iibérale, y compris de tels gains Provenant 
de I’aliénation global‘e de cet établisSement 
stable (seul ou avec l’ensemble de l’entre- 
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prisé) ou de cette base fixe, sont impo- 
sables dans cet autre Etat contractant. 
Toutefois, les gains Provenant de l‘aliéna: 
tion de navires et d’aéronefs gaxploités en 
trafic international, ainsi que de biens mo- 
biliers affectés 2‘1 l’exploitation de tels 

navires et aéronefs ne sont imposables que 
dans l’Etat contractant 01‘1 ces biens sont 
'imposables en vertu de l’article 22, para- 
graphe 3.» 

§ 3. Les gains provenant de l’aliénation 

de tous autresbiens ne sont imposables que 
dans l’Etat contractant don‘t 1e cédant .est 
un résident. 

Article 14. 
Profem'om libémle: 

§ let. Les revenus qu’un résident d’un 
Etat contractant tire d’une profession libél 
rale ou d’autres activités indépendantes de 
caractére analogue ne sont imposables que 
dans cet Etat, 2‘1 moins que ce résident: 
(a) ne dispose de fagon habituelle dans 
l’autre Etat cont‘ractant d’une base fixe pour 
l’exercice de ses activités; ou 
‘( 17 ) n’exerce une telle profession libérale 
Ou telles autres activités indépendantesdans 
l’autre Etat contractant pendant une pério- 
de ou des périodes — y compris la durée 
des interruptions normales du travail —— ex- 
cédant au total 183 jours au cours de l’an- 
née civile considérée. 
Dans ces cas, les revenus sont imposables 
dans cet autre Etat, mais uniquement dans 
la mesure 01‘1 ils sont imputables aux activiv 
tés exercées 5. l’intetvention de ladite base 
fixe ou pendant ladite période ou Iesdites 
périodes. . 

§ 2. L’expression «professions libérales» 
comprend, entre autres, les activités indé- 
pendantes d’ordre scientifique, littéraire, 

artistique, éducatif ou pédagogique’, ainsi 
que les activités indépendantes d’es méde- 

TEXT 

cins, avocats, ingénieurs, architectes, den- 
tistes et comptables. 

Article 15. 
Prafem'om dépendante; 

§ ler. Sous réser‘ve des dispositions des 
- articles 16, 18 et 19, les salaires, traite- 

‘ 
ments et autres rémunératiOns similaires 
qu’un. résident d’un Etat contractant regoit 
au titre d’un emploi salarié ne sont impose.- 
bles que dans cet Etat, '21 rnoins que I’em- 
ploi ne soit exércé ‘dans l’autre Etat con- 
tractant. Si l’emploi y est exercé, les rému- 
nérations regues '21 cc titre sont imposables 
Ida'ns cet autre Etat. 

§ 2. Nonobstant, les dispositions du Para- 
graphe ler, les rémunérations qu’un rési- 

dent d’un Etat contractant regoit au titre 

d’un emploi salarié dans l'autre Etat con- 
tractant, ne sont imposables que dans le 

premier Etat, Si:
N 

(a) elles rétribuent l’activité exercée dans 
l’autre Etat conttac’tant pendant une pé- 

riode ou des périodes —— y c’ompris 1a du- 
rée des interruptions normales du travail -— 
n’excédant pas au total 183 jours au cours 
de l’année Civile considérée, et 
(la) les rémunérations sont payées par un 
employeur ou au norn d’un employeur— qui 
n’est pas résident de I’autre Etat cantrac- 
tant, et 

(a) la charge des rémunérations n‘est pas 
supportée comme telle par ‘un établi'ssement 
stable ou une base fixe que l’employeur a 
dans l’autre Etat contractant. 

§ 3. Nonobstant les dispositions des pa- 

ragraphes ler et 2, les rémunérations au 
titre d’un emploi salarié exercé é bord d’un 
navire ou d’un aéronef exploité en trafic 
international sont imposables dans l’Etat 

contracta‘nt 01‘1 est situé 1e siége de la di- 
rection effective de l’entreprise. 
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Article 16.- 
Tamz'éMeJ 

§ ler. Les tantiémes, j'etons dc présence 
et autres rétributions‘ qu’run résident d’un 
Etat contractant .regoit en -sa qualité de 
membre du- conseil d’administration ou de ' 

surveillance d’une société ré‘sidente de I’au— 
tre Etat contractant? sont imposablestdans 
‘cetjautre Etat. 
§‘ 2. Les rémunérations qu’unc personne 
visée au paragraphe ler reg-cit de la. soCiété 
en raison dev ,1’exércice d’une activité jourg 
naliére de direttion ou de catactére tech- 
nique sont imposables, conforméznent aux 
dispositions de 'l’article‘ 15, Acomme, ‘s’il 

S’agissait de -rémunérations payées. 23; um 
employé d-’une activité dépendante et com- 
me si l’ernployeur _était la sOciété. 

Article 17. 
Artistex et .rpartz'fs 

Nonobstan't les dispositions des articles 14 
et 15, les revenus que les professiOnnels du 
spectaclez ‘tjeIs l'cs artistesde ‘théfitr‘e,»de ci- 
néma, de la radio on de la, télévision fit IeS 
musiciens; ainsi qu‘e les sportifs retirent de 
,leurs Aactrivités‘ persc‘mnelles tdévpcndantes ou 
inde’pendantes en: cette qualité sont imposa- 
bles dams l’Etat contractagt oil ces activités 
sont exercées. Cette disposition s’applique 
également ,auxdits revenus que les person— 
nes susvisées tiennen't, ouvquileur revien- 
nent directement ou indigccte‘ment,‘ £1 Pinter- 
vention de personnes mOraIes contrélées 
par elles. 

Artifle 18'. 
‘Pemz‘am 

Sous ‘réserve dcs dispositions fde Particle 19-, 
paragraphe let, les pensions et autres ré— 

'ElO

\ munérations similaires, versées a un rési- 
dent d"un‘ Etat contractant an the d’un 
emploi antérieur, nekont imposables q‘ue 
dansucet‘ Brat; 

"Article 19. 
Fanatiom pzzlylz'qzzes 

§‘ler., Les rémunérations, y compris les 
pensions, versées par un Etat contractant 
ou par une de ses subdivisiOns politiques 
ou collectivités ' locales, sbit - directement, 
soit par prélévement sur des fonds qu’ils 
out constitués, 2‘1 une personne physique 
au titre de services rendus é cet Etat ou 2‘1 

'cette subdivision ou collectivité locale, clans 
'l’exercice de‘sfgonCtions de caracfiér’e public, 
116 sont imposables que dans cet Etat. 
Cette disposition'n‘e é’applique pas lorsque 
l‘e vbéné‘ficiairg de ces revenus po‘sséde la 
nationalité de l’autre,,Etat contractant sans 
posséder enméme temps 1a nationalité du 
premier Etat.

‘ 

:§ 2. L65 dispbsitions des articles 15, L6, 
17 et 18' 'sfippliquent aux rémunérations 
ou pensions versées au titre de services 
rendus dansr lé‘ cadré d’une activité com= 
mercia'leaou‘ industriélle exercée‘ Par fun Etat 
coniractant ou‘ par une de 'ses subdivisions 
politiques: ou Collectivités locales. 

Article 20. 
Profemeur: et él‘lldidflt: 

§' iier. ,Nondbstant les' disposifions de l’an- 
tide 15, tun profeSSeur Ou me'mbre du ‘per- 
sonnel. enseignant, qui séjournev temperate; 
ment dans’ un Etat contractant Pour y' en- 
seigne'r, pendant. une période n’excédant 
pas deux, ans, clans :une-universit'é, un col- 
lé‘g'e, ~u'ne école ou~ ‘une autre institution 
d’enseignement; et qui est, en qui était 
immédiatement-avant, ce' séjour, un résident 
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de liautre Etat contractant, est imposable 
.unqément dams .cetj autre Etat contractant 
"sur les ,ré'mu‘nérations‘ de ‘cet Fenseignement. 
5§- 2. Un étudiant 011 min ‘stagia‘ixé'qui _sé- 

:journe glans.»uf1 Etat contractant '21 seule fin 
d’y, poursuiv-re ‘ses étude's on sa formation- 
et qui est, en quiz était immédiatement 
avant ce rséjour, 1m r’ésidentde l’aiutre Etat 
:contragtant n’gs‘t :Pas imposablé dans la? 

premier Etat' Sur les'sommes qu’il‘ regoit' 

de sources situéesen dehors de ce‘_,premier 
Etat pour: couvrir Se's frais d’.entretien, 

d’vétudes‘ vounde formati’om La méme régle‘ 
sapphque 'auX remuneratlons'. tegies 'du‘ 

chef d’un y-efnploi sal‘arié 'exezcé dans ‘le 
‘ Premier Eta’t; si ‘lv’ensemblewd‘esdites ré’mu; 

hégatiOns et des Sommes visées dans la 
Phrase, .pgécédente :n-‘excéde, pas” .s’uivant le 
Licars, 1:20000 fitancs bel'gesv'ou- 100001i63 
,israéliennes pour une .année; 

Article, 21:. 

1291/2s flan exprejxérIZ‘ent mentionfiés 

Les él‘éments dp. revenu résidént d"un‘ 

Etat gOntraetant qui ne 3;t pas 'expr‘ess'é-v 
meat mentionhés dans 165 articles précé-r 

dEnts de la_ présente Convention He sent 
,«imposables que dams cet Eta‘t. 

W. IMPQSITION DE LA FORTUNE 0U DU VPATRIMOINE 

Article 22. 

leg. Les biIens,‘ immobiljers tels qu’ils 

son‘t définis. é. 1"articlé ‘6, paragraphe 2, mm 
"imposabl'es dams l’Etat éonttactant oil ,ces 

"biens‘ sOnt 'situés. . 

.§ 2‘.M>I.es 'biens mobiliers faisant parrie de 
1’:acst3if diun établissement‘stable d’l‘unenentrie— 
prise ‘et les ‘b‘ignS- 'mobiliers constitutif's. 

diune' ‘baSe ‘fiXe servant ‘2‘1 l’éxerci‘ce vd‘une 
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“profession. libéral'e sOnt impoSables Tdans 

1’Etat contractant 01‘1 est .sitfi'é‘ .l’éta‘blisse- 

merit stable ou la base fiXe. A 

‘3. Les, :navires eh I‘es’ aérgnefs ckplditéS 
‘en trafic international ‘ainsi que ,les‘ :biens‘ 

mobiliem affectés :21 l‘eur exploitation he 
sent imposable‘s-quer dads 1-? Eta; COntractant 
011 la siéger de la dixe‘ction effective de il‘en- 
'tr€pri$e est situé‘. 

'
' 

Tous les autres éléments de' la. for~ 

tune: on du' ‘pgtri’rnoihe ‘d’un' résident d’ufi 
Etat cont-tactant‘ he SOnf imposables que 
d’ans’ Icet Etat.

‘ 

V. DISPOSITIONS. POUR LEVI‘TEAR‘ 
DOUBLE lMPQSITION. 

Article 23. 

1_er. Eae q'ui ‘conceme les geVefn’is‘ Iqui; 
conformément'é "122p présente Convention 
Peuv’erit' étre Sbumis‘, directeme’nt 'ou: par 
Ivoi’e d'e' retenues $1 1’ impét .isr‘aélie’n‘ ‘ét qu‘i 
ksont ‘passiblfes‘ de liimpét en Belgique ‘s'uis 

vant 1a législatién'belge:
' 

(4:) (i) 'Lorsqulune sOciété résidente de 1a 
' 

Belgiqu‘ei a la ptopriété d’factions, of; parts 
.d’une' Société résident'e d’I‘sfa‘él, Lles divi: 
'dendes' attribués '21: 1a .premiére‘ société ‘et 

non soumis, a‘u vr'ég‘ime: prévu 5. fartide 1;O, 

zpa'fagraphe 4, Sent exémptés- ‘en Belgique 
'd'e ‘l’impét v‘is’é '21. Taftiele 2;..Paragxaphe 3 

) (ii), dans la mesure :01";- ce‘tte Exemp- 
tion sefajt accortléé si les: deux Sociétés 

étaient ,résidentes xd¢ 1a Belgique; 
(iii) 'Unev socié‘t'é :ésidente' de la Belgique 
qui‘ a la ,propriété eXCl'usiVe d’actiOns ou 
Farts 'd’:'u_ne société :éside‘nte ‘d’Isra'e‘l‘ pen- 
dant Atou‘te la: durée d6 'l’exergiceu-socia‘l‘ de 
cette dcrniére société, 'est égalcment exemp- 
tée :ou obtiefit 'le] dégrévem'enf du‘ :précomp: 
te mobiliér exigible sujvant ‘la4 législation 
Ibelge sur le 'montant net des dividende's‘ 
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TAX CONVENTION BETWEEN ISRAEL AND BELGIUM 
visés ci-dessus qui lui sont attribués‘ pat 
Iadite société résidente d’Israél, '21 la con- 
dition d’en faire la demande par écrit au 
plus tard dans le délai prescrit pour la 
remiss de sa déclaration annuelle, étant 
entendu que lors de la redistribution é. ses 
propres actionnaires de ces dividendes non 
soumis audit précompte mobilier, ceuX-ci 
ne peuvent, par dérogation 2‘1 la législation 
belge, étre déduits des revenus distribués 
passibles du précompte mobilier. 
Cette exemption n’est pas applicable lots- 
que la premiére société a opté pour l’assu~ 
jettissement de ses bénéfices 2‘1 l’impét des 
personnes physiques. 
Toutefois, l’application .de cette disposition 
sera limitée aux dividendes attribués par 
une société résiden’te d’Isra'él A une société 
résidente de la Belgique qui contréle direc- 
tement ou indirectement au moins 10 pour 
cent des droits de vote dans la premiére so- 
ciété, au cas 01‘1, pour I’exemption de l’impét 
visé :1 Particle 2, paragraphe 3 ([7) (ii), une 
limitation similaire seraitvimposée par la 
Iégislation belge concernant les dividendes 
fittribués Par des sociéfiés non résidentes de 
la Belgique. 
(iii) Dans les cas non visés au sous-para- 
graphe (4) (1') et (ii), Iorsqu’un résident 
de la Belgique regoit des revenus soumis au 
régime ‘prévu 2: Particle 10, paragraphe 2, 
2‘1 Particle 11, paragraphes 2 et 6, et 51 

Particle 12, paragraphes 2 et 7, 1a Belgique 
accorde s’ur l’impét belge affe’rent £1 ces 
revenus une déduction tenant compte de 
l’impét pouvant étre pergu en Israél. La 
déduction est .accordée sur l’impét afférent 
au montant net des dividendes provenant 
de la société résidente d’Israél ainsi que des 
intéréts et des redevances ayant leur source 
en Israél et qui y sont imposables; la dé- 
duction correspond i la quotité forfaitaire 
d’irnpét étranger prévue par la législation 
belge, mais ne peut étre inférielire 5. 15 p.c. 
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du montant brut des revenus susvisés qui 
est compris dans la base imposable au nom. 
du bénéficiaire desdits revenus. 
([7) (i) Lorsqu’un résident de la Belgi- 
que regoit des revenus autres que ceux qui 
sont mentionnés au sous-paragraphe (a) 
ci-avant, qui, conformément aux disposi- 
tions de la présente Convention, sont im- 
posables en Israél, la Belgique exempte ces 
revenus mais elle peut, pour calculer 1e 
montant de l’impét sur le reste du revenu 
de ce résident, applique: 'le méme taux q'ue 
51' les revenus en question n’étaient pas 
exemptés.

. 

(ii) Les revenus imposables, conformé- 
ment 5 la législation beige, au titre de 
bénéfices dans la chef d’assodés ou mem- 
bres de sociétés et groupements de person- 
nes sont traités comme s’il vs’agissait de 
bénéfices provenant d’une entreprise ex- 
ploitée par Ies associés ou membres eux- 
mémes pour Ieur propre compte. 
(iii) Par dérogation; au sous—paragraphe 
(b) ci-dessus, l’impét belge peut étre 
établi sur des revenus imposables en Israé'l, 
dans la mesure 01‘1 ces revenus n"ont Pas 
été imposés en Israél, parce qu’ils y ont 
été compensés avec des Pertes qui ont éga- 
lement été déduites, pour une période im- 
posables en Belgiqu’e. 
§ 2. En ce qui concerne les revenus qui, 
conformément 51 la présente Convention, 
ont été soumis, directement ou par voie de 
retenue, 5. I’impét belge et qui sont pas- 
sibles de I’impét en Israél suivant la légis- 
lation israélienne: 

(a) Lorsqu’une société résidente d’IsraéI 
a 'la propriété d’actions ou .Parts d’une 
société résidente de la Belgique, les divi- 
dendes y afférents attribués’ :1 1a premiéte 
société et non soumis au régime ,prévu '21 

l’article 10, paragraphe 4,‘sc’>nt passibles de 
I’irnpét en Israél- Conformément £1 sa légis- 
Iation, mais Israél accorde sur ,son impét 
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une déduction égale '21 25 P.c. des dividen- 
des, pour tenir compte de l’impét belge 
frappant les dividendes et dv’une partie de 
l’irnpét bel‘ge frappant les bénéfices au 
moyen desquels les dividendes ont été 
distribués. 

(b) Les dividendes attribués par une so- 
ciété résidente de la Belgique é une société 
résidente d’Israél possédant au moins 10 
p.c. des droits de vote de la société distri- 
butrice des dividendes sont exclus de la 

‘ 
has: d’imposition en Israé’l, mais seulement 
dans la mesure 01‘1 ces dividendes seraient 
exclus de la base ~d’imposition en vertu de 
la législation israélienne si les deux so— 

ciétés étaient résidentes d’Israél. 

(c) Dans tous les autres cas, Israél ac'corde 
.sur son impét, aux conditiohs prévues par 
53. législation concernant l’imputation d’im» 
pét étranger, une déductiong égale au mom~ 
taut de l’irnpét payé Aen‘ Belgique conformé- 
ment a la- présente Convention. 
§ 5. Lorsqu’un résident d’un Etat contrac- 
tant posséde de la‘ fortune 011 du patri- 

moine qui, conformément aux dispositions 
de la présente Convention, est imposable 
dans _l’autre- Etat contractant, le premier 

‘ 
Etat exempte de l’impét -ce'tte fortune ou 
ce patrimoine, mais i1 Peut, pour calculer 1e 
montant de l’impét sur le reste de la fog~ 
tune on du patrimoine de ce résideglt, ap- 
plique: le‘ méme ,taux que si la fortune ou 
le patrimoine en qugstion n’avait pas été 
exempté. 

VI. ‘D‘ISPOSITIONS’ SPECIALES 

Article 24. 
No n-discrimz'mtion 

§ ler. Les nationaux d’un Etat contrac'; 

tant ne sont soumis dans l’autre Etat con- 
tractant 2‘1 aucune imposition ou obligation 
y relative qui est autre en plus lourde que 
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celle‘ £1 laquelle sont ou pourront étre assu- 
jettis les nationaux d'e‘ cet autre Etat con- 
tractant se trouvant dans la méme situation. 
§ 2. Le terme «nationaux» désigne: 
(a) toutes les personnes physiques qui Pos- 
~sédent 1a nationalité d’un‘ Etat contractant; 

(b) toutes les personnes morales, sociétés’ 

de personnes et associations constituées con- 
formément 51 la législation en vigueur dans 
un Etat contractant. 
§ 3. L’imposition d’un établissement sta- 

ble qu’une entreprise d’un Etat contractant 
a clans l’autre Etat contractant n’est pas 
établie dans cet autre Etat d’urie fagon 
moins favorable que l’impositibn des entre- 
prises de cet autre Etat qui exercentr 1a 
mérne activité. 
Cette- disposition ne peut étre interprétée: 
(4) comme empéchant un Etat ‘contra‘ctant 
d’imposer globalement les vbénéfic‘es impu- 
tables 51 l’établissement stable dont dispose 
dans Get Etat une‘ société tésidente de l’autre 
Etat ou un groupement de .pers'onnes .ayant 
son siége 'de direction effective dans cet 

autfe Etat, au taux fixé par sa légiSlation 
nationale, 2‘1 condition que ce taux n’excéde 
pas, en principal, le‘ taux maximal appli- 
cable 2‘1 l’ensemble 011‘ 2‘3. une fraction des 
bénéfices des sociétés résidentes de ce Pre- 
mier Etat; 
(b) comme obligeant un Etat contractant 
é. accorder aux résidents de l’autre Etat 
contractant les déductions personnelles, 
abattement's et réductiOns d’impét en‘ fonc- 
tion de la situation ou des charges de 
famille qu’il accorde é. ses propres rési- 

dents. 

§ 4; Les ventreprises d’un Etat contractant, 
dont le capital est en totalit‘é ‘ou en partie, 
directement ou indirectement, détenu ou 
contrélé par un 'ou plusieurs résidents dkje 

l’autre Etat contractant, ne sont soumises 
dans le premier Etat contractant £1 aucune 
imposition ou obligation y relative, qui est 
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autre ou plus lou_rde que celle 2‘1 laquelle 
sont ou pourront étre assujetties les autres 
entreprises de méme nature de ce premier 
Etat. 

§ 5. Le terme «imposition» désigne, dans 
le présent article, les impéts de toute na- 
ture ou dénomination. 

Article 25. 
Procédure amiable 

§ ler. Lorsqu’un résident d’un Etat con- 
tractant estime que les mesures prises par 
un Etat contractant ou par chacun des deux 
Etats entrainent ou entraineront Pour lui 
une double imposition non conforme 5. la 
présente Convention 1'1 peut, sans préju— 
dice des recours Prévus par la législation 
nationale de ces Etats, adresser 2‘1 l’autorité 
compétente de l’Etat contractant dont il est 
un résident une demande écrite et motivée 
de révision de cette imposition. Pour étre 
recevable, Iadite demande doit étre présen- 
tée dans un délai de deux ans :1 compter de 
la notification ou de la perception 2‘1 la 
source de la seconde imposition. 
§ 2. L’autorité compétente visée au para- 
graphe‘ler s’éfforce, si la réclamation lui 
parait fondée et si elle n’est pas en mesure 
d’apporter une solution satisfaisante, de 
régler 1a question par voie d’accord amiable 
;ave‘c l’autorité compétente de l’autre Etat 
contractant, en vue d’éviter une double 
imposition non conforme 2‘1 la présente 
Convention. 

§ 3. Les autorités compétentes des Etats 
gontractants s’efforcent, par voie d’accord 
@rniable, de résoudre les difficultés ou de 
dissiper les doutes auxquels peut donner 
lieu l’application de la présente Convention. 
§ 4. Les autorités compétentes des Etats 
contractants se concertent au sujet des 
mesures administratives nécessaires £1 l’exé- 
cution des dispositions de la présente Con- 
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vention et notamment au sujet des justi- 
fications £1 foumir par les résidents de cha- 
que Etat contractant pour bénéficiet dams 
l’autre Etat des exemptions ou réductions 
d’impéts Prévues'é cette Convention. 

Article 26. 
Ethange ale remez'gnemem‘x 

§ let. Les autorités compétentes des Etats 
contractants écheingent les renseignements 
nécessaires pour applique): les dispositions 
de la Présente Convention et celles des lois 
internes des Etats contractants relatives aux 
aimpéts visés par la présente Convention 
dans la mesure 01‘1 ljimpositionrqu’elles pré- 
voient est conforme 2‘1 cette Convention. 
Tout renseignement ainsi échangé est tenu 
secret at ne peut. étre communiqué, en 
dehors du contribuable ou de son manda- 
taire, qu’aux personnes ou autorifés char- 
gées de l’établissement ou du recouvrement 
des impéts visés par la présente Conven- 
tion ou des réclamations ou recours y rela- 
tifs. 7 

§ 2. Les dispositions du paragraphe let 
me peuvent en aucun cas étte interprétées 
’comme imposant 2‘1 l’un des Etats contrac- 
tants l’obligation: 

(a) de pgendre des dispositions adminis- 
tratives dérogeant '21 sa propre Iégislation 
ou 2‘1 55. ‘pratique administrative on 5. celles 
de l’autre Etat contractant; 
Yb) de four‘nir des renseignements qui ne 
pourraient étre obtenus sur- la base de sa 
propre législation ou dans le cadre de sa 
Pratique administrative normale ou de cel- 
les (16 l’autre Etat contractant; 
(c) de transmettre des renseignements qui 
révéleraient un secret commercial, indu- 
striel ou professionnel, ou des renseigne- 
ments dont 13. communication serait con- 
-traire a l’ordre public. 
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Article 27. 
Dive” 

§ ler. Sanse préjudice de l’application dc 
l’artide 23, paragraphs let, (4) (ii), les 
dispositions de la présente Convention ne 
limitent paé les droits et avantages que la 
législation d’un Etat contractant accorde 
en matiére d’impéts visés 5. Particle 2. 

§ 2. En ce qui concerne les sociétés rési- 

dentes d’vun Etatcontractant, les dispositions 
de la Convention ne limitent pas leur taxa- 
tion conformément '21 la législation de cet 
Etat, en cas de rachat de leurs propres 
actions on parts on 2‘1 l’occasion du partage 
de l’avoir social. ” 

‘ ' 

.§ 3. Les dispositions de 19. Convention ne 
portent pas atteinte au‘x privil‘égeé fiscaux 
dont bénéfitient les membres des missions 
diplomatiques et des postes consulaires en 
Vertu soit des régl'es générales du droit des 
gens, soit des dispositions d’accords parti- 
culiers. 

§ 4. Aux fins de la présente Convention, 
les membres d’une mission diplomatique 
ou d’un poste consulaire d’un Etat contrac- 
tant acCrédités dans l’autre Etat contractant 
ou dans un Etat tiers, qui ont la nationalité 
de l’Etat accréditant, sont réputés étre rési- 
dents dudit Etat s’ils y sont soumis aux 
mémes‘ obligations, en matiére d’impéts sur 
le revenu et sur la fortune ou l‘e patri- 

moine, que les résidents de cet Etat. 
§ 5. La présente Convention ne s’applique 
pas aux organisations ‘internationales, '21 

leurs organes on a leurs fonctionnaires, ni 
aux personnes qui sont membres d’une 
mission diplomatique‘ou d’un Poste consu- 
laire d’un Etat tiers, lorsqu’ils se trouvent 
sur le territoire d’un Etat contractant et he 
sont pas traités comme des résidents de l’un 
pu de l’autre Etat contractant en matiére 
dA’impéts sur le revenu et sur la fortune ou 
le patrimoine. 
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§ 6. Les Ministres des Finances d‘es Etats 
contractants ou leurs d'élégués communi- 
quent directement entre eux pour l’appli- 
cation de la présente Convention.

‘ 

v11. DISPOSITIONS FINALES 

Article 28; 
Entrée e72 w‘gzzeur 

§ let. La présente Convention sera ratifiée 
et les instruments de ratification seront 
échangés 5. Bruxelles aussitét que possible. 
§ 2. La présen‘te Convention entrera en 
vigueur le quinziéme jour suivant celui de 
l’échange des instrumems de ratification et 
el‘le s’appliquera: 

‘

‘ 

En Belgique: 
(a) a tous impéts dus 2‘1 121 source sur des 
revenus attribués ou mis en paiement 2‘1 

partir du ler janvi'er’ de l’année civile au 
cours de laquelle 1a présente Convention 
entre en vigueur; 
(b) 5. tous autres impéts établis sur des 
revenus de Périodes imposables prenant fin 
é.- partir du 31 décembre de ladite année 
ciVile.

I 

En Israél: 
51 tons impéts pour les exercices fiscaux 
commengant 1e ler avril de l’année civile 
au cours de laquelle la présente Convention 
entre en vigueur, ou aprés cette date. 

Article 29. 
Dénomz'atz’on 

La présente Convention restera indéfini- 
ment en vigueur mais chacun des Etats con- 
tractants pourra jusqu’z'tu 50 juin inclus de 
toute année civile '21 partir de la cinquiéme 
'année 2‘1 dater de celle de l’échange des 
instruments de ratification, Ia dénoncer, 
par écrit et par la voie diplomatique, 5. 
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I’autte Etat contractant. En cas de dénon- 
ciation avant le ler juillet d’une telle an- 
née, la Convention s’appliquera pour la 
derniére fois:

' 

En Belgique: 
(a) £1 tou$ impéts dus a la source sur des 
revenus attribués ou mis en paiement an 
Plus tard 1e 31 décembre de l’année civile 
au cours de laquelle 1a dénonciation a été 
notifiée; 
(5) 2‘1 tous .autres impéts établis sur des 
revenus de pé’riodes comptables prenant 
fin au plus tard le 30 décembre de l’année 
civile suivant celle au‘ cours de laquelle la 
dénonciation {a été notifiée, 
En Israél; 
5L tous impéts pour l’exercice fiscal prenant 
fin 163 31 mars d’e l’année civile suivant 

ceIIe au cours de laquelle la. dénonciation a 
été notifiée. 
En foi de quoi les Plénipotentiaires sus- 
mentionnés, 2‘1 ce dfiment autorisés, ont 
signé la présente Convention et y ont 
apposé leurs sceaux. 
Fait en double exemplaire 2‘1 Bruxelles 1e 
13 juillet 1972, en langue anglaise. 

Pour le Gouvemement de la Belgique: 

Pierre Harmel. 

Pour 1e Gouvernement d’Israél: 

Mosh‘é Alon. 
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Supplement'F 
1973 

Convention entre. la Belgique et 16 Maroc 
tendant a év‘iter Ies doubles impositions et-é 
régler certaines autres questions en .matiére 

d’i‘mpéts sur le reven’u 

SUPPLEMENT TO THE BULLETIN FOR INTERNATIONAL FISCAL DOCUMENTATION 
A=U BULLETIN DE DOCUMENTATION FISCALE INTERNATIONALE 

V 

Vol. XX-VH, No. 12, December/décembre 1973 
INTERNATIONAL BUREAU 

OF FISCAL DOCUMENTATION 
Muiderpoort - 124 Sarphatistraat - Amsterdam- 

A double taxation treaty wax signed between Belgium and Morocco on .May 4, 
1972. The trgaty J/mll enter into force on the fifteenth day after the date of the 
exchange of the instmment: of ratification. The instrument: of ratification have 
not yet been ext/ganged.

~ 

TEXT 
Sa Majesté le'Roi des Belges 
et 
Sa Majesté le Roi du Maroc, 

Désireux d’éviter les doubles impositions 
et de régler certaines a'utres questions en 
matiére d’impéts sur le revenu, ont décidé 
de conclute une Convention et ont nom- 
mé é cet effet pour leurs Plénipotentiaires, 
$avoir: 
Sa Majesté 1e Roi des Belges: 
S.E. 1e baron Roland d’Anethan, Ambassa- 
deur Extraordinaire et Plénipotentiaire de 
Sa Majesté 1e Roi des Belges, au Maroc 
Sa Majesté 1e Roi du Maroc:

V 

S.E. M. Mustapha Faris, Ministre des Fi- 

nances du GOuvernement de Sa Majesté le 
Roi du Maroc 
Lesquels, aprés avoir échangé leurs pleins 
pouvoirs, 'reconnus en bonne et due forme, 
sont convenus des dispositions suivantes: 

I. ———— CHAMP D’APPLICATION DE LA 
CONVENTION 

Article Zer 
Pemonnw viséey 

La présente Convention s’applique aux per- 
sonnes qui sont des résidents d’un Etat 
icontractant ou de chacun des deux Etats. 

Am'cle 2 
Impat: wkés 

§ let. La présente Convention s’applique 
aux impéts sur le revenu pergus pour le 
compte de chacun des Etats contractants, 
de Ses subdivisions politique‘s et de ses 
collectivités locales, quel que soit 1e systé- 
me de Perception. 
§ 2. Sent considérés comme impéts sur le 
revenu les impéts Fergus Sur 1e revgnu 
total ou sur des éléments du révenu, y com- 
pris les impéts sur les gains provenant de 
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l’ah'énation de biens mobiliers ou immobi- 
liers, ainsi que les impéts sur les plus- 
values. 

§ 3. Les impéts actuels auxquels s’appli- 
que 13. Convention sont notamment: 
1° en ce qui concerne 1a Belgique: 
a) l’impét des personnes physiques; 
xb) l’impét des sociétés; 
c) l’impét des personnes morales; 
d) l’impét des non-résidents, 
y compris les précomptes et les complé- 
éments de précomptes, les centimes addi- 
tionnels auxdits impéts et précomptes, 
ainsi que la taxe communale additionnelle 
a l’impét des personnes physiques; 
(ci-aprés dénommés «l’impét belge»); 
2° en ce qui concerns le Maroc: 
a) l’impét sur les bénéfices professionnels 
‘et la , réserve d’investissements; 
6) 1e prélévement sur les traitements pu- 
blics et privés, les indemnités et émolu- 
ments, les salaires, les pensions et les ren- 
tes viagéres et l’emprunt obligatoire; 
a) la taxe urbaine et les taxes y rattachées; 
d) l’impét agricole‘; 

(ci-aprés dénommés «l’impét marocain»). 
§ 4. La Convention s’appliquera aussi aux 
impéts futurs de nature identique ou ana- 
logue qui s’ajouteraient aux impéts actuels 
ou qui les remplgceraient. Les autorités 
compétentes des Etats contractants se com- 
muniqueront les modifications apportées a 
leurs Iégislations fiscales respectives. 

II. — DEFINITIONS 
Article 3 

De’fz'nz'tiom génémle: 

§ let. Au sens de la présente Convention, 
2‘1 moins que le contexte n’exige une inter- 
prétation différente: 
1° 4) 1e terme «Belgique», employé dans 
un sens géographique, désigne 1e territoire 
du Royaume dc Belgique; 1'1 inclut tout 

territoire en dehors de la souveraineté na- 
tionale de la Belgique qui est ou sera 
désigné, selon 1a législation belge sur le 
plateau continental et conformérnent au 
droit international, comme territoire sur 
lequel les droits de la Belgique 2‘1 l’égard 
du sol et du sous-sol de la mer et de leurs 
ressources naturelles peuvent étre exercés; 
5) 1e terme «Maroc», employé dans un 
[sens géogtaphique, désigne le' territoire du 
Royaume du Maroc; i1 inclut tout terri- 
toire en dehors de la souveraineté natio- 
nale du Maroc qui est ou sera désigné, 
selon la législation marocaine sur le pIa- . 

teau continental et conformément au droit 
international, comme territoire sur lequel 
{les droits du Maroc £1 l’égard- du~ sol et du 
sous-sol de la mer et de leurs ressources 
naturelles peuvent étre exercés; ' 

2° les expressions «un Etat contractant» 
et «l’autre Etat contractant» désignent, sui- 
vant 1e contexte, la Belgique ou le Maroc; 
3° 16 terme «personne» c‘omprend les per- 
sonnes physiques, les sociétés et tous autres 
groupements de personnes; 
4° 1e terme «société» désigne toute per- 
sonne morale ou toute autre entité qui est 
imposable comme telle sur ses revenus 
dans l’Etat dont elle est un résident; 
5° les expressions «entreprise d’un Etat 
.contractant» et «entreprise de l’autre Etat 
contractant» désignent respectivement une 
entieprise exploitée par un résident d’un 
Etat contractant et une entrepn'se exploitée 
par un résident de l’autre Etat contractant; 
6° l’expression «autorité compétent» dé- 
sxgne: 

4) en cc qui concerne 1a Belgique, l’auto- 
rité compétente suivant 1a législation belge, 
et

‘ 

12) en ce qui concerne ler Maroc, 1e Mi- 
nistre chargé des Finances on son délégué. 
§ 2. Pour l’application de la Convention 
Par un Etat contractant, toute expression 
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qui n’est pas autrement définie a le' sens 
qui lui est attribué par la législation dudit 
Etat régissant les impéts qui‘ font l‘objet 
de la Convention, 2‘3. moins que le contexte 
n’exige une interprétat-ion différente. 

Article 4 
Domicile final 

§ 1er. Au sens de la présente ConVentjon, 
l’expression «résident d’un Etat contrac- 
tant» désigne toute personne qui, en vertu; 
de la législat‘ion dudit Etat, est ass'ujettie £1 

l’impét dans cet Etat en raison de son 
domicile, de sa résidence, de son siége de 
direction on de tout autre critére de nature 
analogue; e‘lle désigne aussi les vsociétés de 
droit belge —- autres que les sociétés Pat 
fictions —-— qui ont opté pour l’assujettisse- 
ment de leurs bénéfiCes 5. l’impét des per- 
sonnes physiques. 
§ 2. LOISque, ‘selon la disposition du para- 
graphe ler, une personne physique est con- 
sidérée comme résidente de chacun ides 
Etats contractants, le cas est résolu d’aprés 
les régles suivantes: 
1° cette personne est considérée comme 
résidente de l’Etat contractant 01‘1 elle dis- 

pose d’un foyer d’habitat’ion permanent. 
Lotsqu’elle dispose d’un foyer d’habitation 
permanent dans‘ chacun des Eta’ts contrac- 
tants, elle est considérée comme résidente 
«de l’Etat contractant avec lequel ses liens 
personnels et économiques sont les Plus 
étroits (centre des intéréts vitaux‘); 
2° si I’Etat contractant oil cette personne 
a le centre de ses intéréts vitaux ne peut 
pas étre déterminé, ou qu’elle ne dispose 
d’un foyer d’habita‘tibn permanent dans 
aucu‘n des Etats contractants, elle est con- 
sidérée comme résidente de l’Etat contrac- 
tant 01‘1 elle séjour-ne de fagon habituelle; 
3° si cette personne séjourne de fagon ha- 
bituel‘le dans chacun des Etats contractants 
ou qu’elle ne ‘séjourne de fagon habituelle 

TEXT 

clans aucun d’eux, elle est considérée com- 
me :ésidente de ltat contractant dont elle 
posséde la nationalité; 
4° si cette personne posséde l’a nationali- 

té de chacun des Etats contractants ou 
qu’elle ne posséde 1a nationalité d’aucun 
d’eux, les autorités compéten’tes des Etats 
contractants tranchent 'la question d’un 
commun accord. 
§ 5. Lorsque, 5610:; 1a disposition du pa~ 
ragraphe let, une personne autre qu’une 
personne Physique est considérée comme 
résidente de chacun des Etats contractants, 
elle est réputée résidente de l’Etat con- 
stractant 01‘1 se trouve son siége de direction 
effectiv‘e. 

Article 5 
Etablz'uement .smlale 

§ let. Au sens ‘de la présente Convention, 
l’expression «établissement stable» désigne 
une installation fixe d’affaires 01‘1 l’entre- 

prise exerce tout -ou partie de son activité. 
§ 2. L’expression «établissement stable» 
comprend notamment: 
1° un siége de direction 011 d‘exploitation; 
.2° une 'succursale; 
{3° un magasin de vente; 
4° un bureau; 
5°" une us'iner; 
6° un atelier; 
‘7° ‘une mine, une cafriére ou tout au’tre 

lieu d’extraction de ressource's naturelles; 
48° un chantier de construction on de mon- 
tage dont la durée dépasse six mois. 
§‘ 3. On ne considére pas qu’il y ,a éta~ 

bliss‘ement .stable vsi: 
1° il est fait usage d’insta‘llations aux 
.seules fins de stockage, d’expositiOn ou 
de livtaison de marchandises appartenant 
2‘1 l’entreprise; 
2° des maréhandises appartenant 2‘1 l’en- 

treprise Vsont entreposées aux seules fins 
de stockage, d’exposition ofi de Iivraison; 
3° des matchandises, appartenant 2‘1 l’en- 
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treprise sont entreposées aux seules fins 
de transformation Par une autre entre- 
pnse; 
4° une installation fixe d’affaires est uti- 
h'sée aux seules fins d’acheter des mar- 
‘chandises destinées 5. des établissements de 
vente ou de transformation de l’entreprise 
lsitués en dehors de I’Etat 01‘1 se trouve 
cette installation; 
5° une installation ‘fixe d’affaires est uti- 
lisée pour l’entreprise aux seules fins de 
publicité, de recueillir ou de fournir des 
informations, d’effectuer de la recherche 
scientifique ou d’exercer des activités ana- 
logues qui ont un caractére Préparatoire ou 
auxiliaire. 

§ 4. Une personne —— autre qu’un agent 
jouissant d’un statut indépendant, Visé au 
paragraphe 5 — qui agit dans un Etat 
contractant pour le compte d’une entre- 
prise de l’autre Etat contractant est consi- 
dérée comme constituapt un établissement 
stable de l’entreprise dans le premier Etat 
si elle dispose dans cet Etat de pouvoirs 
qu’elle y exerce habituellement 'lui per- 
mettant de conclure des contrats au nom 
de l’entreprise; cette disposition ne s’ap— 

plique pas si l’activité de cette personne 
est limitée 2‘1 l’achat de marchandiscs pour 
l’entreprise et pour autant que ces mar- 
chandises ne soient pas revendues dans le 
premier Etat. 
Est notamment considéré comme exergant 
de tels Pouvoirs, l’agent' qui dispose habi- 
tuellement dans le premier Etat contractant, 
'd’un stock de Produits ou marchandises ap- 
partenant '21 l’entreprise et au moyen duquel 
i1 exécute réguliérement les commandes 
qu’il a regues Pour le compte de l’entre- 
pnse. 
§ 5. On ne considére Pas qu’né entreprise 
d’un Etat contractant a un établissement 
stable dans l’autre Etat contractant du seul 
fait qu’elle y exerce son activité par l’en— 

tremise d’un courtier, d'un commission- 
naire général ou de tout autre intermédi- 
aire jouissant d’un statut indépendant, ’21. 

condition que ces personnes agissent dans 
le cadre ordinaire de leur activité.

. 

L’interrnédiaire qui agit pour le compte 
d’une :entreprise d’assurances et qui dis- 

Pose de pouvoirs qu’il exerce habituelle- 
ment, lui permettant de conclure des con- 
trats au nom de cette entreprise, n’est pas 
visé '21 cette disposition. 

§ 6. Le fair qu’une société résidente d’un 
Etat contractant contréle ou est contrélée 
Par une société résidente de l’autre Etat 
contractant ou qui y exerce son activité 
(que ce soit pas l’intermédiaire d’un éta- 
blissement stable on non), ne suffit Pas, 
en lui-méme, é. faire de l’une quelconque 
de ces sociétés un établissement stable de 
l’autre. 

III. — IMPOSITION DES REVENUS 
Article 6 

Revemu de Zaz'em immobilien 
§ 161:. Les revenus provenant de biens 
immobiliers sont imposables dans I’Etat 
contractant 01‘1 ces biens sont situés. 
§ 2. L’expression «biens immobili'ers» est 
définie conformément au droit de l’Etat 
contractant of; les biens‘ considétés sont 
situés. L’expression englobe en tous cas 
les accessoires, 1e cheptel mort ou Vif des 
exploitations agricoles et forestié‘res, les 
droits auxquels s’appliquent les disposi- 
tions du droit privé concernant 1a proprié- 
té fonciére, l’usufruit des biens immobi- 
liers et les droit é. des redevances variables 
on fixes pour l’exploitation ou la conces- 
sion de l’exploitation de gisements miné- 
raux, sources et autres richesses du sol; les 
navires, bateaux et aéronefs ne ‘sont Pas 
considérés comme biens immobiliers. 
§ 3. La disposition du Paragraphe 1e: 
s’applique aux revenus provenaht de l’ex- 
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ploitation Qu de la jouissance directes, de 
la location on de l’affermage, ainsi- que de 
toute autre forme dfexploitation de biens 
immobiliers. 
§ 4. Les dispositions des ‘paragraphes. let 
et 3 s’appliquent également aux revs-nus 

provenant des biens immobiliers d’une 
entreprise, ainsi qu’aux revenus des .biens 
immobiliers servant é; l’exetcice d’une Pro.- 
fession libérale. 

Article 7 
Béfle’fz'ce: d9; entreprz'm 

§ 161:. Les bénéfices d’une entreprise d’un 
Etat contractant ne sont imposables que 
dans cet Etat, £1 moins que l’entreprise 
n’exerce son activité dans 1’autre Etat con- 
tractant par l’intermédiaire d’un établisse- 
ment stable qui y est situé. Si ~1’entreprise 

exerce son activité d’une telle fagon, les 

bénéfices de l’entreprise sont imposables 
dans l’autre Etat, mais uniquement dans 
la mesure 01‘1 ils sont imputables audit 
établissement stable. ‘

. 

§ 2. Sans préjudice de l’application du 
Paragraphe 3, lorsqu’une entreprise d’un 
Etat contractant exerce Son act'ivité dams 
l’autre Etat contractant par l’intermédiaire 
d’un établissemenf stable qui y est situé, 

il est imputé, dans chaque Etat contractant, 
£1 cet établissement stable les bénéfices» qu’il 

aurait pu réalis‘er s’il avait constitué une 
entreprise distincte et ‘séparée exergant des 
activités identiques ou analogues dams d‘es 
conditibns identiques ou analogues et 

agissant en toute indépendance. 
§ 3. Pour 1a détermination des revenus de 
l’établissement stable qu’une entreprise 
d’un Etat contrac'tant a dans l’autte Etat, 
'il est tenu compte: 
'— d’une part, des charges et dépenses ré- 
elles supportées par-l’éntreprise dans I’Etat 
'01‘1 se trouve l’établissement stable et gre- 

vant directement et spécialement l’ac‘quisi- 
'tion et la conservation de' ces revenus;' 

TEXT 

— d’autre part, 'des ‘frais réels supportés 

Par 16; siége de direction effective de l’en— 
treprise et justifiés par des services :endus 
2‘1 l’établissement stable.

I 

§ 4. A défaut de comptabilité réguliére ou 
d’autres éléments probants permettant de 
déterminer 1e montant des bénéfices d’une 
entreprise d’un Etat contractant, qui est 

imputable 2‘1 son établissement stable situé 
dams l’autre Etat, l’impét peut notamment 
étre établi dams Cet autre Etat confoxmément 
2‘1 sa propre législation, compte tenu des bé— 
néfices normaux d’entreprises, similaires du 
mérne Etat, se livrant 23. 1a méme activité 
on '21 des activités similaires dans dés con- 
ditions identiques, 0u_ (similaires. Toutefois, 
si cette.méthode entraine une double im- 
position de's mémes bénéfices, les autorités 
gompétentes des deux Etats se concertent 
en vue d’évite); 'cette double imposition. 
§ 5. Aux fins des Paragraphes précédents, 
les -bénéfices é. imputer £1 l’établissement 
stable sont calculés chaque année selon 1a 
méme méthode, 2:. moins qu’il n’existe des 
motifs *valables ct suffisants de ,procéder 
autrement. ‘ 

§ 6. Les participations d’un associé aux 
bénéfices d’une entreprise‘ constituée sous 
forme de société de fait ou d’association 
en participation son't imposables dans l’Etat 
oil ladite entrepfise a un établissemen’t sta- 
ble. Il'en est de méme de‘s ‘revenus qui, 
suivant Ia législation de l’un des Etats 
.c'ontracrants, 'sont imposables au titre de 
bén‘éfices dans'le chef d’associés ou mem- 
b‘res de sociétés e_t groupements de persim- 
nes. 

§ 7. Lorsque les bénéfices comprenfment 
des rél'émént’s d‘e revenu traités séparément 
dams d’autres articles de la présenté Con— 
vention, les dispd'sitiotis du présen't article 
ne font pas obstacle'z‘a. l’application des 
dispositions de ces autres‘articles pour la 
taxation de ces éléments de revenu. 
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Article 8 

Navigation maritime at aérz'enne 

§ let. Les bénéfices provenant de l’ex- 
ploitation en trafic international de navires 
ou d’aéronefs ne sont imposables que dans 
I’Etat contractant 01‘1 1e siége de la direc- 
tion effective de I’entreprise est situé. 
§ 2. Si 1e siége de la direction effective 
'd’une entreprise de navigation maritime est 
a bord d’un navire, ce siége est réputé situé 
dans l’Etat contractant 01‘1 se trouve 1e port 
d’attache de ce navire, ou, 2‘1 défaut de 
port d’attache, dans l’Etat contractant dont 
l’exploitant du navire est un résident. 

Article 9 
Enn'eprim interdépendante: 

Lorsque: 
1° une entreprise d’un Etat contractant 
participe directement ou indirectement a 
la direction, au contréle ou au ‘financement‘ 
d’une entreprise de l’autre Etat contrac- 
tant ou que 
2° les mémes personnes participant .di- 

rectement ou indirectement 5. la direction, 
au contréle ou au financement d’u‘ne entre- 
prise d’un 'Etat contractant et d’une entre- 
prise de I’autre Etat contractant, 
et que, dans Fun ‘61: l’autre cas, les deux 
entreprises sont, dans Ieurs relations com- 
merciales ou financiéres, liées par des con- 
ditions acceptées ou‘ imposées, qui diffé- 
rent de celles qui seraient convenues en- 
tre des entreprises ‘indépendantes, Ies bé- 
néfices qui sans ces conditions, auraient 
été obtenus par l’une des entreprises mais 
n’ont pu l’étre en fait '21 cause de ces con- 
ditions, peuvent étre inclus dans les béné- 
fices de cette entfeprise ‘et imposés en con- 
séquence. 

Article 10 
Dividende: 

§ let. Les dividendes attribués par une 
société résidente d’un Etat contractant 51 

an résident de l’autre Etat contractant sont 
imposables dans cet autre Etat. 
§ 2. Toutefois, ces dividendes peuvent 
.étre imposés dans I’Etat contractant dont 
la société qui attribue l‘es dividendes est 
am résident si la législation de cet Etat 1e 
prévoit, mais l’impét ainsi établi ne peut 
excéder 15 p.c. du montant brut desdits 
dividendes. 
Les dispositions du présent paragraphe ne 
limitent pas l’imposition de la société sur 
les bénéfices qui servent au paiement des 
dividendes. 

§ 33 Le terme «dividendes» employé dans 
"le présent article désigne les revenus pro- 
venant d’actions, actions 01; bOns de jouis- 
sance, parts de mine, parts de fondateur 
ou*autres parts bénéficiaires, 2‘1 I’exception 
des créances, ainsi que les revenus d’autres 
parts sociales soumis au méme régime que 
les revenus d’actions par la législation fis- 
cale de l’Etat dont la société distributrice 
est un résident. Ce terme désigne égale- 
ment les revenus —— mémevvattn'buéé sous 
la forme d’intéréts —— imposables au titre 
de revenus de capitaux investis par les 
associés dans les sociétés autres que les 
sociétés par actions, résidentes de la Bel- 
gique.

V 

§ 4. Les dispositions des paragraphes ler 
et 2 me sTappliquent pas' Iorsque 1e béné- 
ficiaire des' dividendes, résident d’un Etat 
contractant, a dans l’autre Etat contractant 
dont la société qui attribue les dividendes 
est un résident, un établissement stable 
auquel se rattache effectivement 1a partici- 
pation génératrice des dividendes. Dans (:6 
cas, les dividendes sont imposables dans 
cet autre Etat conformément 2‘1 sa légis~ 
lation.

- 

§ 5. Lorsqu’une société résidente d’un Etat 
contractant tire des bénéfices ou des reve- 
‘nus de l’autre Etat contractant, cet autre 
Etat ne Peut percevoir aucun impét sur les 
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dividendes attribués Pat la société en de- 
hots du territoire de cet autre Etat a des 
Personnes qui ne sont pas des résidents 
de cet autre Etat, ni Prélever aucun impét 
au titre de l’imposition des ‘béné’fic‘es non 
distribués, sur les bénéfices ‘non distribués 
de la société, méme si les d‘ividendes attri- 
bués ou les bénéfices non’ distribués con- 
sistent en tout ou en partie en bénéfices 0U: 
revenus :prove‘nant de cet autre Etat. La 
Hisposition qui précéde n’empéche pas le- 

dit autre Etat d’imposer les dividendes 
afférents é une participation qui .se rattache 
effectivement é. uh établissement stable 
exploité dans cet autre Etat. 

Article 11 
Intéré‘ts 

§ ler. Les intéréts ptovenant d’nn Etat 
centractant et attribués 2‘1 un résident de 
l’autre Etat contractant sont imposables 
dans cet autre Etat 
§ 2. Toutefois, ces intéréts Peuvent étre 

imposés dans’ I’Etat contractant d’ofi ils 

prOviennent si la lég’islation de cet Etat 1e 
Prévoit, mais l’impét ainsi établi ne peut 
excéder 15 p.c. de leur montant. 
§ 3. Le terme «intéréts» remployé dans le 
présent article désigne les revcnus des 
fonds publics, des obligations d’emprunts 
assorties ou non de garanties hypothécai- 
res ‘ou d’une clause de participation aux 
bénéfices et, .sOus réserve de l’alinéa sui- 

Vant, des créances ou dépéts de toute na- 
ture, ainsi que les lots d’empmnts et tous~ 
autres produits soumis au méme régime 
que les- revenus de ,sommes prétées ou dé- 
po‘s‘ées par la Iégislation fiscale de l’Etat 

d’vofi proviennent les revenus. Ce terme ne 
comprend Pas les intéréts assimilés £1 des 
dividendes par l’article 10, paragraphe 3, 

deuxiérne phrase. 

§ 4. Les dispositions des paragraphes ler 
et 2 ne s’appliquent pas lorsque 1e bénéfi- 

TEXT 

ciaire des intéréts, résident d’un Etat con- 
tractant, a dams l’autre Etat contractant d’ofi 
proviennent les intéréts un établissement 
stable auquel se rattache effectivement 1a 
créance ou le dépét générateur des~ intéréts. 
‘Dans ce Cas, les intéréts sont imposables 
dans cet autre Etat conformément £1 53. 

législation.
' 

§ 5. Les intéréts sont considérés comme 
provenant d’un Etat contractant lorsque le 
débiteur est cet Etat lui-méme, une subdi- 
vision politique, une collectivité locale 011 
um résident d‘e cet Etat. Toutefois, loque 
1e débiteur d_es intéréts, qu’il soit on non 
résident d’un Etat contractant, a dans un 
Etat contractant un établissement stable 

,pour quel l’emprunt générateut des in- 

téréts a été contracté et qui ‘supporte com‘ 
me telle la charge de ceux-ci, ‘ces intéréts 
sont réputés Proi'enir de l’Etat contractant 
oil l’établissement stable est situé.. 
-‘§ 6. Si, par suite de relations spéciales 

existant entre le débiyeur et le ‘créanciex‘: 

ou déposant, ou que l’un vet l’autre entre- 
tiennent avec des tierces personnes, 1e mon- 
tant des intéré‘ts compte tenu de la créance 
ou du dépét pour quel ils sont attribués, 
excéde celui dont seraient convenus 1e dé- 
biteur et le créancier ou déposant enl l’ab: 
sence de pareilles relations, les dispositions 
du présent article ne s’appliquenf qu’e‘x ce 
dernier montant. En ce cas; la partie excé- 
dentaire des intéréts est iimposable, con: 
formément '21 521 législation, dans l’Etat 

contractant d’ofi proviennent les intéréts. 

Article 12- 
Red‘ewme: 

§ ler. Les redevances pr0venant d’un Etat 
contractant ‘et attribuées :1 un ‘résident- de 
l’autre Etat contractant sont imposables 
dans cet autre Etat. 
§ 2. Toutefois, ces redevances peuvent 
’étre imposées dans l’Etat contractant d’ofi

. 
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elles proviennent, si la législation de cet 
Etat 1e préiroit, mais l’impét ainsi établi 
ne peut excéder: 
1° 5 p.c. du‘ montant brut des redevances 
versées en contrepartie de I’usage ou de la 
concession de l’usage d’un droit d’auteur 
sur une oeuvre littéraire, artistique ou 
scientifique, non compris les films ciné- 
matographiques et de télévision; 
2° 10 p.c. du montant brut des redevan- 
ces payées pour l’usage ou la concession 
de l’usage d’un brevet, d’une marque de 
fabrique ou de commerce, d’un dessin ou 
d’un _modéle, d’un plan, d’une formula on 
d’un procédé secret, de films cinématogra- 
phiques et de télévision, ainsi que pour 
l’usage ou la concession de l'usage d’un 
éguipement agricole, industriel, commer- 
cial ou scientifique ne constituant pas un 
bien immobilier, visé 5. Particle 6, pour des 
informations ayant trait é une expérience 
acquise dans 1e domaine agricole, indfi- 
Striel, commercial ou scientifique et pour 
la prestation d’une assistance technique 
Accessoire 2‘1 l’usage de tels biens, dans la 
mesure 01‘1 elle est effectuée dams I’Etat 
d’ofi proviennent les redev‘ances. 
§ 3. Les dispositions des paragraphes ler 
et 2 me s’appliquent pas lorsque 1e béné- 
ficiaire des redevances, rés‘ident d’un Etat 
contractant, a dans l’autre Etat contractant 
d’ofi proviennent les redevances un éta- 
blissement stable auquel se rattache effec- 
tivement le droit ou le bien générateur 
des-redevances. Dans ce cas, Ies redevan- 
ces sont imposables dans cet autre Etat 
conformément 51 $21 Iégisla’tion. 

§ 4. Les redevances sont considérées com- 
me provenant d’un Etat contractant 101's- 
q‘ue 1e débiteur est cet Etat Iui-mé‘me, tune 
subdivision politique, une collectivité lo- 
cale an un résident de cet Etat. Toutefois, 
lorsque 1e débiteur des redevances‘, qu’il 
soit 011 mm résident d’un Etat contractant, 

a dans un Etat contractant un établiSSe- 
ment stable pour lequel 1e contrat don- 
nant lieu au paiement des redevances a été 
conclu et qui supporte comme teIle 1a 
charge de celle-ci, ces redevances sont ré- 
putées provenir de l’Etat contractant 01‘1 

est situé l’établissement stable. 
§ 5. Si, par suite de relations spéciales 
existant entre le débiteur et 16 créaricier 
en que l’un et I’autre entretiennent avec 
des tierces personnes, Ie montant des re- 
devances, compte tenu de la prestation 
pour laquelle elles sont attribuées, excéde 
:le montant normal dont seraient convenus- 
1e débiteur et le créancier en l’absence de 
pareilles relations, les dispositions des' pa- 
xagraphes ler et”2 n'e ‘s’a‘ppliquent qu’é. ce 
demier montant. En'ce cas, la partie ex- 
cédentaire des redevances est imposable, 
conformément 2‘1 59. Iégislation, dans I’Etat 
,tontractant d’ofi proviennent les redevan— 
ces. 

Article 13 
Gaim e72 capitczl 

§ let. Les gains provenant de l’aliénation 
des biens immobiliers, tels qu’iIs sont dé- 
finis {1 Particle 6, paragraphe 2, seat im- 
‘posables dans I’Etat contractant oil ces 
.biens sont' situés. 

§ 2.. Les gains provenant de 'l’aliénation 
de biens mobiliers faisant partie de l’actif 
:d’un établissement stable qu’une entreprise 
d’im Etat contractant a dans I’autre Etat 
contractant, ou de biens mobiliers constitu- 
tifs d’un base fixe dont un résident d’un 
Etat contra'ctant dispose dans I’autre Etat 

' 

contractant ‘pour l’exercice d’une profession 
libérale, y compris de tels gains provenant 
de l’aliénation globale de cet établissement 
stable (seul ou avec l’e'nse'mble deJ’entre- 
prise) ou de cette base fixe, sont imposa- 
bles dans cet autre Etat. 
Toutefois, les gains provenant de l’aliéna- 
tion de navires ou d’aéronefs exploités en 
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trafic international; ainsi que de biens 
mobiliers affectés 5. l’exploitation de rtels 
navires ou aéronefs ne sont imposables 
que dans l’Etat contra’ctant 01‘). 1e siége de 
la direction effective de l'eu‘treprise est 

situé. 

§ 3. Les gains provenant de l’aliénation de 
tous “autres biens ne sont imposables que 
dams l’Etat contractant dont le cédant est 

un résident. 
Article 14 

Profem'on} libe’mle: 

§ ler. Les revenus qu’un résident d’un 
Etat contractant tire d’une profession li- 

bérale ou d’autres activités indépendantes 
de caractére analogue ne sont imposables 
que dans cet Etat. Toutefois, Ces revenus 
sont imposablés dams l’autre Etat contrac- 
tant dans les cas suivants: 
1° si l’intéressé dispose de fagon habitu- 
elle, dams l’autxe Etat contractant, d’une 
basé fixe pour l’exercice de ses activités; 

en ce caé, seule la fraction des revenus qui 
est imputable aux activités exercées 2‘). l’in- 

tervention de ladite base fixe est imposaa 
ble dans l’autre Etat contractant; ou 
2° s’il exerce' ses activités dans l’autre 

Etat contractaht pendant une période ou 
des périodes —— y compris la durée des 
interruptions normales du travail —- excé— 
dant au total 183 jours au cours de l’année 
civile. 

§ 2. L’expression «professions libérales» 
comprend 'en particulier les activités indé- 
pendantes d’ordte scientifique, litféraite, 

artistique, éducatif ou pédagogique, ainsi 

que les activ’ités indépendantes des méde- 
cins, avocats, ingénieurs, architectes, den-

1 

tistes et comptables. 

Article 15 
Re'munémtiom dz; secte’ur prive’ 

§ let. Sous réserve des dispositions des 
articlgs 16, 18 et 19, 165 salaires‘, traite- 

TEXT 

ments et' autres rémunérations similaires 
-— autres que ceux qui sont payés au 
moyen‘ de fonds Publics d’un Etat contrac- 
tant ou d'une de Ses subdivisions Politi- 

ques ou collectivités locales —— qu’un rési- 
dent d’un Etat contractant regoit an titre 
d’un emploi‘ salarié ne sont imposables que 
dans cet Etat, 2‘1 moins que l’emploi ne' soit 
exercé dans l’autfe Etat contractant. Si 

l’emploi‘ y est ‘exercé, les rémunérations 
regues 2‘). cc Ititr'e sont imposables dans cet 
autre Etat. 

§ 2. Nonobstant les dispositions du para- 
graphe let, les rémunérations qu’un rési- 

dent d-‘un Etat contractant regoit au titre 

d’un emploi salarié exercé dalns l’autre 

:Etat cont'ractant _ne sont imposables que 
.dans le premier Etat si les trois conditions 
suivantes s'ont réunies: -

' 

1° les rémunérations rétribuent l’activité 

exercée dans l’afitre Etat pendant une pé- 
riode ou des Périodes ——- y compris Ia du- 
rée des interruptions normales du tzavail — n’excédant pas au total 183 jours au 
cours de l’année civile;

' 

2° elIes sont payées pa; ur; employeur ou_ 
au nom d’un employeur qui n’est Pas ré- 
sident de l’autre Etat; at 
3° 18. charge des rémunérations n’est pas 
supportée par un établissement stable ou 
une base fixe que l’employeur a dans 
'l’autre Etat. 
'§ 3. Nonobstant les dispositions des para- 
graphes 1e: et 2, les rémunérations au 
fitre d’un emploi salarié exercé 5. hard 
d’un navire ou d’un aéronef exploité en 
frafic international sont considérées com- 
me se rapportant 5. une activité exercée 
dans I’Etat contractant 01‘1 est situé le siégé 
de la direction effective de 'l’entreprise et 

sont imposables dans cet Etat.‘ 

Article 16 
Tantz'éme: 

§ let. Les tantiémes, jetons de présence et 
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TAX CONVENTION BETWEEN BELGIUM AND MOROCCO 
autres rétributions similaires qu’un rési- 
dent d’un Etat contractant regoit en sa 
qualité de membre du conseil d’adminis 
stration ou de surveillance d’une société 
par actions résidente de l’autre Etat con- 
tractant, sont imposables dans cet autre 
Etat. II en est de méme des rémunérations 
d’un associé commandité d’une société en 
commandite par actions résidente de la 
Belgique et de celles d’un associé-gérant 
majb'ritaire d‘k’une société £1 responsabilité 
limitée résidente du Maroc. 
§ 2. Toutefois, les rémunérations norma— 
les que les intéressés touchent en une autre 
qualité sont imposables, suivant le cas dans 
les conditions prévues, soit 2‘1 Particle 14, 
soit 5; l’article 15, paragraphe 'ler, de la 
présente Convention. 

Article 17 
Artixte; ez‘ Jportz'fx 

‘§ let. Nonobstant Ies dispositions des ar- 
ticles 7', 14 et 15: 
1° les revenus que les professionnels du 
spectacle, tels les artistes de théfitre, de 
cinéma, de la radio on de _la télévision et 
les musiciens, ainsi que les sportifs, retirent 
de leurs activités personnelles en cette '- 

qualité sont imposables dans l’Etat con» 
tractan‘t 01‘1 ces activités sont exerqées; 
2° 1a régle énoncée Mb 1° s’applique 
également aux bénéfices obtenus par les 
exploitants ou organisateurs de spectacles 
ou divertissements quelconques, ainsi c111?- 

aux revenus des activités exercées par tout: 
peréonne contribulant 5. I’organisation ou 
2‘1 I’exécution des prestationé ‘des profes- 
sionneIs du spectacle ou. des sportifs, 
§’ 2. Les dispositions du paragraphe 161‘ 
me s’appliquent pas aux revenus d’activités 
exercées dans un Etat contractant par des 
organismes sans but lucratif de l’autre 
Etat contractant ou par des membres de 
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leur personnel, sauf si ces derniers agis- 
sent pour Ieur propre compte. 

Article. 18 
Pemz'om prive'ey 

Les pensions prive’es, ainsi que les pen- 
isions et allocations 2‘1 caractére social et les 
rentes viagéres versées 2‘1 un résident d’un 

.‘Etat cdntractant ne sont imposables que 
’dans cet Etat. 

Article 19 
Etudiants, apprenti: oz; Itagiaz'rel 

Un étudiant, un apprenti ou un stagiaire 
qui est, ou qui était‘ auparavant, un rési- 
dent d’un_ Etat contractant et qui séjourne 
,temporairement dans l’autre Etat contrac- 
tanré' seule fin' d’y poursuivre ses études 
ou sa formation, n’est pas imposable dans 
cet autre Etat: 
—— sur les sommes qu’il regoit pour couvrir 
ses frais d’entretien, d’études ou de forma- 
tion; ' 

—— sur les rémunérations qu’il pergoit au 
Ititre d’un- emploi salarié exercé dans cet 
autre Etat,

_ 

a condition que l’ensemble desdites som- 
mes et rémunérations n’excéde pas pour 
une année d’im’position 120 000 francs 
belges ou l’équivalent de cette somme en 
monnaie mar0caine au cours officiel 'du 

. change. 

IV. — DISPOSITIONS PREVENTIVES 
DE LA DOUBLE IMPOSITION 

Article 20
I 

§ 161‘. En ce qui concerne 1a Belgique, 13. 

double imposition est évitée de la maniére 
‘suivante: 
1° Lorsqu’un résident'de Ia Belgique re- 
goit des revenus non Visés Mb 2° et 3°, 
ci-aprés, qui sont imposables au Maroc 
conformément aux dispositions de la Con- 
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'Vention, la Belgique exempte de l’impét 
ces~ revenus, mais elle peut, pour calculer 
1e montant de ses impéts sur le reste du 
revenu de ce résident, applique: 1e méme 
taux que si les revenus en question 
'n’avaient Pas été exemptést 
2° En ce qui‘ concerne les dividendes im- 
posables conformément £1 Particle 10, pa- 

ragraphe 2, les intéréts imposables con- 
formément 5. l’article 11, paragraphes 2 011 
'6, et les redevanCes’ imposables conformé- 
ment' 2‘1 l’article 12, paragraphes 2 cu 5, 1a 
quotité forfaitaite d’impfit étranger Pré‘vue 
Par 1a législation beige est rimputée dans 
les conditions et au taux prévus Par cette 
législation, soit sur l’irnpfit des personnes 
physiques afférent éuxdits dividendes, in- 

téréts et redevances, soit Isur l’impét des 
sociétés afférent auxdits intégéts et rede- 

vances. 
Par dérogation aux dispositions de sa lé- 

gislation, 1a Belgique accorde également 
cette imputation '21 raison de xevenus qui 
'ne sont paslsoumis 5. l’impét au Maroc', 
lorsqu’il s’agit:

I 

4) d’intéréts .ou redevances provenant du 
Matoc, p011: autant que le débiteur ait 

bénéficié d’une ou de ,plusieurs dispositions 
du dahir du 31 décembre 1960 relatif aux 
mesures d’encouragement aux investisse- 

ments on de la garéntie de retransfent; 
é) d’intéréts relatifs 2‘1 des emprunts émis 
Par des organismes spécialisés en vue de 
toncourir au développement. économique 
du Maroc. 
3° 4) Lorsqu’une société résidente de la 
Belgique a la propriété d’actions ou parts 
d"une société par actions, résidente du 
Maroc, et soumise dans cet Etat '21 l’impét 
sur le revenu des sociétés, les dividendes 
qui Iui sont attribués par cette derniére 
société et qui sont imposables au Maroc 
conformément '21 'l’article 10, paragraphe 2, 
seat exemptés de l’impét des sociétés en 

TEXT 

EBelgique, dans la mesure 01‘1 cette exemp- 
tion serait accordée si les deux sociétés 

étaient résidentes de la Belgique; cette 

disposition n’exclut pas le prélévement sur 
ces dividendes du Précompte mobilier exie 
gible suivant la législation belge. 

[7) Lorsqu’une société .résidente de la Bel- 
gique a eu pendant Itoute la durée de 
=l’exercice social d’une société par actions, 
résidente du Mairoc et‘ soumise 2‘). ‘l’impét 

sut 1e revenu des sociétés dans cet- Etat, 

.la propriété exclusive d’.actions on parts de 
;cette derniére société, elle peut également 
.étre exemptée du précompte mobilier exie 
.‘gible suivant la législation belge sur les 

'dividendes de ces actions 011 parts, 51 la 

condition d’en faire 1a vdemande par écrit 
au plus 'tard dans le délai prescrit pour la 
.remise de sa déclaration‘ annuelle; Iors de 
la redistributiOn '21 ses propres actionnaires 
de ces dividendes ainsi exemptés, ceux-ci 

ne peuveni: étre déduits des dividendes 
distribués passibles du précompte mobilier. 
Cette disposition n’est pas applicable lors- 
que la premiére société a opté pour I’assu— 
‘jettissement de ses bénéfiees '21 l’impét des 
'personnes physiques. 

' Dans l’éventualité 01‘1 les dispbsitions de "la 
législation belge exemptant de l’impfit des 
.sociétés le montant net des dividendes 
Iqu’une société résidente de la Belgique 
[’regoit d’une afitre société tésidente de la 

.Belgique, seraient modifiées de maniéres 
91 limiter l’exer'nption aux dividendes af- 

férents '21 des participations d’une impor- 
iance déterminée dans le capital de la 

seconde société, Ia disposition de l’alinéa 
précédent ne s’appliquera qu’aux dividen- 
des attribués par des sociétés résidentes du 
Maroc et afférents- '21 des participations de 
méme importance dans le capital desdites 
sociétés. 
4° Lorsque, conformément '21 1a législa- 

tion belge, des pertes subies par une entre- 
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TAX CONVENTION BETWEEN BELGIUM AND MOROCCO 
prise belge dans un établissement stable 
situé au Maroc ont été effectivement dé- 
Iduites des bénéfices de cette entreprise 
pour son imposition en Belgique, l’exemp- 
tion prévue Mb 1° ne s’applique pas en 
.Belgique aux bénéfices d’autres Périodes 
imposables qui sont imputables 2‘1 cet éta- 
blissement, dans la mesure 01‘1 ces bénéfices 
but aussi‘ été exemptes d’impét au Maroc 
en raison de leu1:~ compensation avec les- 
dites pertes. 

§ 2. En ce qui concerne 1e Maroc, Ia dou- 
ble imposition est évitée de la maniéte 
s'uivante: 
1° Lorsqu’uri résident du Maroc regoit des 
revenus non visés Mb 2°, ci-aprés, "qui 
sont imposables en Belgique conformé- 
ment aux dispositions de la Convention, Ie 
)Maroc exempte de l’impét ces revenus, 
mais i1 pent, pour calculér le montant de 
'ses impéts sur le reste du revenu de ce 
résident, appliquer 1e méme taux que si 
les revenus en question n’avaient pas été 
exempté's. 
2° En ce qui conceme les dividendes im- 
posables conforméme’nt 2‘1 Particle 10, pa- 
ragraphe 2, les intéréts imposables con- 
formément é l’article 11, paragraphes 2 on 
6, et les redevances imposables conformé- 
ment 2‘1 Particle 12, paragraphes 2 cu 5, 1e 
Maroc peut, conformément aux disposi- 
tions de sa législation interne, 165 com- 
prendre dans les bases des impéts visés 2‘1 

‘I’article 2, pour leur montant brut; mais 1'1 

accorde sur 1e montant des impéts affé- 
rents 2‘1 ces revenus et dans la limite de ce 
montant, une réduction correspondant au 
montanttdes impéts prélevés par la Belgi- 
que sur ces mémes revenus. 

V. _ DISPOSITIONS SPECIALES 
Article 21 N on-dixcrimination 

§ let. Les nationaux d’un Etat contractant 
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ne sont soumis dans l’autre Etat contrac- 
tant 2‘1 aucune imposition ou obligation y 
relative, qui est autre ou plus lourde que 
celle 5. Iaquelle sent on pourront étre assu- 
jettis les nationaux de cet autre Etat se 
trouvant dans la méme situation. 
§ 2. Le terme «nationaux» désigne: 
1° toutes les personnes physiques qui 
possédent 1a nafionalité d’un Etat con- 
tractant; 
2° toutes les personnes morales, sociétés 
'de personnes et associations constituées 
conformément 2‘1 Ia législation en vigueur 
.‘dans un Etat contractant. 
.-§ 3. Les personnes physiques résidentes 
‘d’un Etat contractant, qui sont imposables 
dans l’autre Etat, y bénéficient, pour l’as- 
siette des impéts calcul‘és, conformément 2‘1

1 

11a législation de cet autre Etat, 5. des taux 
’progressifs ou sur, une base diminuée 
d’abattements, des exemptions, abattements 
2‘1 la base, déductions ou autres avantages, 
qui sont accordés, en raison de leurs char- 

.ges de famille aux personnes Physiques, 
‘ressortissantes de cet autre Etat, qui en 
sont des résidents. 
§ 4. L’fmposition d’un établissement sta- 
ble qu’une entreprise d’un Etat contrac- 
ftant é dans l’autre Etat contractant n’est 
pas établi'e dans cet autre Etat d’une fagon 
moi’ns favorable que l’imposition des en- 
t'reprises de’ cet autre Etat qui exeréent Ia 
méme activité. 
Cette disposition ne peut étre inferprétée 
comme empéchant un Etat contractant 
dfirnposer globalement les bénéfices impu- 
‘tables a ’établissement stable dont dispose 
dans cet‘ ‘Etat une société résidente de 
I’autre Etat ou un groupement de person- 
nes ayant son siége de direction effective 
dams cet autre Etat, au taux fixé Par sa'lé- 
gislation nationale a condition que ce taux 
n’excéde pas, en principal, 1e taux maxi- 
mal applicable 2‘1 l’ensemble ou é. une frac- 
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tion des bénéfices d'es sociétés résidentes 
de ce premier Etat. 
§ 5. Sauf en cas d’applicatiOn'des articles 
9,‘ 11, paragraphe 6, et 12, ‘paragraphe 5, 

les intérétss redevances et autres frais payés 
Par une entreprise d’un Etat contractant .5. 

un résident de l’autre Etat contractant sdnt 
‘déductibles, pour la détermination 'des 

bénéfices imposables de cette entreprise, 
dans les mémes conditions que s’ils avai- 

ent été payés 5. un résident du prémier' 

Etat. 

§ 6. Les entreprises d’un Etat contractant, 
dont 1e capital est en totalité ou eh partie, 
directement ou indirectement, détenu ou 
contrélé par un ou ‘Plusieurs résideht's de 
l’autre Etat contractant, ne sont sournises 
dans le premier Etait contractant é. aucune 
imposition ou obligation y relative, qui est 
autre 011 plus lourde que celle 2‘1 laquelle 
sont ou pourront étre assujetties les autres 
entreprises de méme nature de ce premier 
Etat. . 

§ 7. Le terme «imposition» désigne dans 
le présent article les impéts de toute na- 
ture 01} dénorhination. 

Article 22 
Proce’dzzre amiable 

§ let. Lersqu’un résident d’un Etat con- 
tractant estime que les mesures prises par 
un Etat contractant ou Par chacun des deux 
Etats entrainent ou entraineront Pour lui 
'une imposition non copforme 51 1a présen- 
te Convention, i1 pent, sans préjudice de 
recours prévus par la législation nationale 
de ces Etats, adresser 2‘1 l’autorité cémpé- 
tente de l’Etat contractant dont il est un 
résident, une demande écrite et motivée de 
révision de cette imposition. Pour étre re- 
cevable, ladite demande doit étre Présentée 
dans 'un délai de deux ans, £1 compter de la 
notification ou de la perception 2‘1 la source 
de l’imposition contestée ou, s’il y a dou- 
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ble imposition, de la seconde imposition. 

§ 2. L’autorité compétente visée au para- 
graphe ler s’efforce, si la réclarnation lui 
parait fondée et vsi elle n’est pas elle-méme 
en mesure d’apporter une solution satisfai- 
sante, de régler 19. question par voie’ d’ac- 

cord amiable avec l’autorité compétente 
de l’autre Etat contractant, en vue d’évitet 
une imposition non conforme 2‘1 19. Con- 
vention. 

§ 3. Les autorités compétentes des Etats 
' tontractanis s’efforcent, par voie diaccord 

amiable, de résoudre les difficultés ou de 
dissiper les doutes auxquels peut dormer 
lieu l’application de la Convention. 
§’ 4. SH apparait que pOur patvenir 5. mm 
Entente, des POurparlers 'soient opportuns, 
liaffaire est dé’férée 5. une commission mix- 
te composée de repréSentants en nombre 
égzil, des Etats contractants. 

§ 5. Les autorités ‘compétentes des Etats' 
'contractants se concertent au sujet des me- 
sures administratives nécessaires £1 l’exécu- 

tion des dispositions de 13. Convention et 
hotamment au sujet des justifications 5. 

foumir par les résidents de, chaque Etat 
pour bénéficier dans l’autre Etat des 
(exemptions ou~ réductions d’impéts prévues 
‘5. cette Convention.

‘ 

Article 23 
Ec/acmge de remez'gnement: 

'§ let. Les autorités compétentes des Etats 
contractants échangent les renseignements 
nécessaires pour appliquer les dispositions 
de la présente Convention et celles des 
lois internes des Etats contractants relatives 
aux impéts visés par la Convention dans la 
‘mesure 01‘1 l’irnposition qu’elles prévoient 
est conforme '21 la Convention. 
Tout renseignement ainsi obtenu doit étre 
Jienu secret et ne Peut étre communiqué en 
déhors du contribuable ou de son manda- 
Ztaire, qu’aux personnes ou autorités chaf- 

F13



TAX CONVENTION BETWEEN BELGIUM AND MOROCCO 
gées de l’établissement ou du recouvre- 
ment des impéts visés par la présente Con- 
vention et des réclamations et recouts y re- 
latifs, ainsi qu’aux autorités judiciaires en 
vue de poursuites pénales. 
§ 2. L’échange de renseignements a lieu 
soit d’office, soit sur demande visant des 
cas concrets. Les autorités compétentes des 
Etats contractants s’entendent pour de’ter- 
miner Ia Iiste des informations qui sont 
fournies d’office. 
§ 3. Les dispositions du paragraphe let me 
peuvent en aucun cas étre interprétées 
comme imposant £1 l’un des Etats contrac- 
tants l’obligation: 
1° de prendre des dispositions admini- 
stratives dérogeant 2‘1 521 propre législation 
Cu 51 sa pratique admigistrative ou 2‘1 celles 
de l’autre Etat contractant; 
2° de fournir des renseign‘ements qui ne 
pourraient étre obtenus sur la base de sa 
propre législation ou dans Ie cadre de sa 
pratique administrative normale ou de 
celles de l’autre Etat contractant; 
3° (16 transmettre des renseignements qui 
révéleraient un secret commercial, indu- 
striel, professionnel ou un procédé com- 
mercial ou des renseignements -dont Ia 
communication serait contraire 2‘1 l’ordre 
Public. 

Article 24 
Ambiance 42¢ recouw’ement 

§ let. Les Etats contractants s7engagent 2‘1 

se préter mutuellement aide et assistance 
aux fins de notifier et de recouvrer en 
principal, accroissements, additionnels, in- 
iéréts, frais et amendes sans caractére pé— 
nal, les impéts visés '21 Particle 2 qui sont 
définitivemént dus conformément 2‘1 Ia lé- 
gislation de I’Etat demandeur et :31 1a pré- 
sente Convention. 
§ 2. Sur ‘requéte de l’autorité cqmpétente 
d’un Etat contractant, l’autorité compé- 
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tente de l’autre Epat contractant assure, 
suivant les dispositions légales et régle- 
mentaires applitables 2‘1 la notification et 
au recouvrement desdits impéts de ce der- 
nier Etat, la notification et le recouvre- 
ment des créances fiscales visées au para- 
graphe ler, qui sont exigibles dans le 
Premier Etat. Ces créances ne jouissent 
d’aucun Privilége dans l’Etat requis et 
celui7ci n’est pas tenu d’appliquer des 
moyens d’exécution qui ne sont pas auto- 
risés par les dispositions légales ou régle- 
mentaires de l’Etat requérant. 
§ 3. Les requétes visées au Paragraphe 2 
sont appuyées d’une copie officielle des 
titres exécutoires, accompagnée, s’il échet, 
d’une copie officielle des dé'cisions passées 
en force de chose jugée. - 

§ 4. En ce qui concerns les créances fis- 
cales qui sont susceptibles de recours, 
-l’autorité compétente d’un Etat contractant 
peut, POur la. sauvegarde de ses droits, de- 
mander £1 I’autorité compétente de l’autre 
Etat contractant de prendre les mesures 
.conservatoires prévues par la législation de 
celui-ci; les dispositions des paragraphes 
let 2‘1 3 sont applicables, mfimfiz’x matandz'y, 
a ces mesures. 
§ 5. L’article 23, paragraphe ler, alinéa 
2, s’applique également é: tout renseigne- 
ment porté, en exécution du présent arti- 
cle, a la connaissance de l’autorité compé- 
tente de l’Etat requis. - 

Article 25 
Diver; 

§ 161:. Sans préjudice de I’application de 
l’article 20, paragraphe let, 3°, 17, les dis- 
positions de la présente Convention ne 
limitent pas les droits et avantages que la 
législation d’un Etat contractant accorde 
en matiére d’impéts visés £1 ‘l’arficle 2'; 

'elles ne portent pas non plus atteinte aux 
avantages fiscaux Prévus dans des accords 
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Particulier’s conclus entre les deux Etats 
contractahts. 

§ 2. Aucune dispositiOn de la présente 
Convention ne peut avoir pour effet de 
limiter I’imposition d’une 'société résidegte 
d’un'Etat contractant en cas de tachat de 
ses propres pactions 011 parts ou a l’occa— 

sion du partage de son avoir social. 
§ 5. Les dispositions de la présente Con- 
vention ne portent pas atteinte aux privi- 
léges fiscaux dont bénéficient les membres 
des missions diplomatiques et des Postes 
consulaires en vertu, soit des régles géné- 
tales du droit des gens, soit des disposi- 

tions d’accords particuliers. 

§ 4. Les Ministres des Finances des 'Etats 
contractants ou leurs délégués communi- 
quent directement .entre eux pour l’appli- 
cation de la, Présente Convention. 

VI. —- DISPOSITIONS FINALES 

Article 26 
Entrée e72 w’gueur 

§ let. La présente Convention sera rati- 

fiée et les instruments de ratification seront 
échangés '21 Rabat aussitét que possible. 
\§ 2. La présente Convention entrera en 
-vigueur 1e quinziéme jour suivant celui 

de l’échange des instruments de ratifica- 

tion et elle siappliquera: 
1° aux impéts dus 5. la source sur les 

revenus attribués ou mis, en paiement 2‘1 

partir du premier jour du mois suivant 
celuj de l’échange des instruments de rati- 
fication; 
2° aux autres impfits établis sur des re- 

venus de périodes imposables prenant fin 
a pattir du let janvier de l’année de cet 
échange. 

Aflz'tle 27- 
De’nomz'atz'on 

La Présente Convention restera indéfini- 

TEXT 

ment en vigueur; mais chacun‘ des Etats 
contractants pourra, jusqu’au 30 juin in- 

clus de toute année 'civile 5. partir de la 

cinquiéme année 2‘1 dater de cell‘e de 
l’échange des instruments de .ratification, 
1a déndncer, Par 'écr‘it et Par la Voie diplo- 
matique, 5. l’autre Etat contractant. En cas 
de dénonci’ation avant he let ‘juillet d’u’ne' 

telle année, la Convgntion s’appliquera 
pour la derniére 'fois: 
1° aux impéts dus '21 la source sur les reve- 
nus attribués ou mis en‘ Paiement au plus 
tard 1e 51 décembre de l’année de la dé- 
nonciation; . 

2° aux autres impéts établis sur des re- 

venus. de- pétiodes imposables prenant fin 
au Plus tard le 51 décembre de la méme 
année.

A 

En foi de quoi, leé Plénipotentiaires des 
deux Etats ont signé 1a présente Conven- 
tion et y ont apposé leurs sceaux. 
Fait 2‘1 Rabat 'le 4 mai 1972', en double 
Exemplaire, en langue frangaise et en lan- 
gue néerlandaise, les deux textes faisant 
également foi. 

Pour 1a Belgique: 
Baron R. d’Anethan. 
Pour 1e Maroc: 
M. Paris. 

Protocole fz'mzl 

Au moment de procéder a la signature de 
la Convention tendant £1 éviter les doubles 
impositions et 5. régler certaines autres 
questions en matiére d’impéts sur le re- 

venu, conclue cejour entre la Belgique et 
le Maroc, les Plénipotentiaires soussignés 
sont ‘convenus des dispositions suivantes 
qui forment Pattie intégrante de cette 

Convention. 
Au jour de la signature de la Convention, 
les organismes spécialisés en vue de‘ con- 
courir au développement économique du 
Maroc, dont il est question '21 Particle 20, 

Supplement Bulletin Vol. XXVII, no. 12, December/d'écembre 1973 F15



TAX CONVENTION BETWEEN BELGIUM AND MOROCCO 
§ let, 2°, 2e alinéa, b. sont les suivants: 
-— Caisse nationale de crédit agricole; 
r~—- Fonds d’équipement communal; — Office chérifien des phosphates; 
—— Office national de l’électricité; '— Offices régionaux de mise en valeur 

agricole; 
-— Bureau de recherches et de participa- 

tions miniéres; 
—- Bureau d'études et de participations in- 

dustrielles ; 

+— Office national marocain du tourisme; — Office national des chemins de fer; 
>— Office de commercialisation et d’ex- 

portation; 
—— Régie d’aconage du port de Casablan- 

ca; ‘ 

—‘ Crédit hételier et immobilier du Ma- 
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roc; 
—— Banque nationale pour le développe— 

ment économique; 
-— Banque centrale populaire; 
—— Maroc—Chimie; — C.O.T.E.F.; — S.C.P.; — Samir; 
,— Comanav; 
—— R.A.M.; 
:— Sepyk; 
—— S.E.F.E.R.I.F.; 
—— Limadet. 

Cette liste pourra étre modifiée on com- 
plétée au vu des renseignements fournis 
par les autorités marocaines aux autorités 
belges compétentes. 
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