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Middle East Taxation and Investment, United Arab Emirate. (A publica-
tion of the International Bureau for Fiacal Documentatin, Amsterdam,
The Netherlands)

FITA (The Federation of International Trade Associations),
http://www.fita.org/countries/uae.html
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John Gower. Vox Clamatis (a Latin poem that recounts the events and tragedy of
the 1381 Peasants' Rising).
Geoffrey Chaucer, the Canterbury Tales, 'The Nun's Priest's Tale’

Jean Froissart, Chronicle (written in French and covers the years 1322 until
1400), Book 1, "The Black Death" and Book 2, "The Peasants' Revolt", "Watt

Tyler's Rebellion".
William Morris, A Dream of John Ball (A prose work).

History Learning Site > Medieval England > Peasants Revolt,
http://www.historyleamingsite.co.uk/peasants_revolt.htm

The Lifestyle of Medieval Peasants,
http://www.historylearningsite.co.uk/medieval _peasants.htm

Revolt of 1381 (History in Depth), ISBN 0-333-25505-4, A collection of source
materials.

Alastair Dunn (2004), The Peasants' Revolt: England's Failed Revolution Of
1381, ISBN 0-7524-2965-5
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P. J. P. Goldberg (2004), Medieval England 1250-1550: A Social History, ISBN
0-340-57745-2 Chapter 13 is devoted to the Peasants' Revolt.

John J. Robinson, (1990), "Born in Blood" ISBN 0-87131-602-1 Chapters 1-5
are dedicated to the Peasants' Revolt.
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If all those conditions are met, no considerable tax revenue can be
imagined to remain for the treasury. Beside that, paragraphs 2 and 4
of the article 1, DTA will remain idle and useless. But long-time hu-
man experience shows that extreme suppositions of that kind, even
assumptions of less extremity, are far from realistic thought. In spite
of that, expediency would require that studies be undertaken in this
regard as well. A number of countries that are more targeted by Ira-
nian investors are suitable choices for this kind of study. Tax laws

and practices of these countries and actual circumstances prevailing
there are to be studies in a proper way.'

Finally, the double taxation and treaty aspects of the issue are also
to be taken into account. We hope to tackle this matter in the future.

R

N

Sites of Maliyat Journal at the internet

You can summon and read all issues of Maliyat Journal through the fol-
lowing sites:

English site: http://e-tax.tripod.com

Persian site: http://irantax.tripod.com
E-mail: tavakkolmohammad@yahoo.com

Fhe End

1. More concentration is advisable to be made on business income,
companies' activities and income from real properties. As far as the
employment income (subject to salary tax) is concerned, possibility of

finding considerable sources is, as we mentioned earlier, week and
nehligible.
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Certain areas near to Iran are of special importance and are to be
studied more carefully.

Rumors in this connection are very extensive, but it is better to find
the actual situation by more exact studies, a job that seems to be not
very difficult. For example, to see how many or what percentage of
such investors are residents of Iran if they are real persons (indi-
viduals) and in case of companies, what number of them are regis-
tered in this country. As we mentioned above, such kind of infor-
mation is necessary to find whether the relevant activities are tax-
able.

Should the studies reveal a high result and it becomes clear that for-
eign-source income of Iranian residents (both individuals and com-
panies) are extensive, and a considerable part of these incomes are
not internally reported, then appropriate measures may be taken.
Nevertheless, there remains a problem to which we refer below.

Foreign taxation

We quoted above the text of the Note 1 of article 180. According to

that Note, if Iranian residents, who have paid taxes on their foreign-

source income to relevant local states, would declare the same in

their tax returns, then the tax they have paid abroad will be credited

against their internal tax liability up to the amount of the tax attrib-

utable to such foreign-source income under the internal tax regula-
—tions.

(o0}

gWith regard to such taxes an extremely rare situation may come
< about under which:

(@]

%First, the foreign-source income of Iranians is taxed in all or major-
Zity of countries,

c . . .
3Second, the taxes so applied are higher or at least equal to internal
&taxation, and

£ . e ) )
SThird, all or majority of taxpayers would declare their foreign-
B source incomes to internal authorities.

[ 4
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abroad, elements such as taxable amount, time limit for submission
of returns, tax rate, etc. will be determined according to the regula-
tions of the Direct Taxes Act concerning the tax on income from
real properties. The same course of action will be followed in re-
spect of other types of income.

Legal persons

The ambiguity referred to in this article does not exist in case of in-
come derived by companies and other legal persons. The tax law
has determined the issue in a clear way. In particular we can refer to
the article 105, DTA at the head of regulations of the chapter five,
title C of the DTA which is allocated to tax on the income of juridi-
cal persons. Contrary to what we mentioned about other chapters of
the tax law regarding the income from real properties, salary income
and business income, the article 105 has stated clearly that:

"The aggregate income of companies, and also the income from the
profit-making activities of other juridical persons derived from dif-

Jferent sources in Iran or abroad ... shall be taxed at the flat rate of
25%"

Thus, everything is made clear from the beginning and the foreign-
source income as a part of overall income will be subject to the
regulations of this very chapter. Meanwhile, the Note of article 180
is also applicable to foreign-source income of juridical persons.

Review of the current situation

Based on above analysis, we may conclude that for application of
internal taxation to foreign-source income of individuals, they must
have Iranian nationality and reside in Iran. As regards the compa-
nies and other juridical persons, taxation will apply if they are regis-
tered as Iranian companies in Iran.

Beside the legal aspects of the issue, probably a statistical study
may become expedient, so that to find how considerable are the
commercial activities and investments of Iranian persons abroad.

10
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tax return and other financial statements, according to the regula-
tions of the tax law. Second, the tax paid abroad is equal to or less
than the tax applicable under the domestic law to the same income.
Otherwise, the deductible amount will be the tax that under the in-
ternal law can be attributed, in proportion with the taxpayer's total
income, to the income derived abroad.

Remaining question

Though the article 180 and its Note have made the issue of foreign-
source income clarified in some extent, but they have not provided
enough details so that to remove the ambiguity we referred to above
in a proper and complete way. The question concerns the fact that in
respect of three main sections of the tax law (the tax on income
from real properties, salary income, and most important, the tax on
business income) it has been clearly confirmed that in all these cases
the internal tax will apply to the income derived inside the country
from internal sources. Thus, one may ask whether we have reached
a deadlock on finding detailed regulations in connection with for-
eign-source income. The solution might be found by resorting to the
same article 180 and it's Note. We can consider them as being spe-
cial rulings in comparison with the general rules of the above-
mentioned chapters of the tax law. This principle or axiom, namely
the priority of special rule over the general ruling, is recognized un-
der the legal system of many countries. In this country it conforms
gto both the positive and religious law and is fully adhered to.

8 In brief, notwithstanding the regulations of the aforesaid chapters of
§ the tax law that consider the relevant taxes to be applicable to do-
< mestic-source income, the taxpayers must (by virtue of the ruling of
= article 180 and its Note) add their foreign-source income to their in-
% ternal income and declare it to the tax organization.

g By accepting that analysis, other aspects of the issue (such as legal
§time limits, competent forums, etc) will also be clarified. For n-
stance in case of income eamed from a property that is located

[ Downloaded
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somewhere else and have no economic relation with Iran as far as
their source of income is concerned.

But the same article 180 states that a person with foreign-source in-
come will be recognized as resident of Iran in certain cases. Having
an occupation in Iran is the first condition. Such a person will be
treated as resident of Iran for tax purposes, even if another state
would consider him its own resident during the relevant tax year.
Dwelling in the country for not less than six months is another pro-
viso for being regarded as resident of Iran. A similar criterion is
recognized worldwide, that is the 183 day's rule. Finally, the pur-
pose and reason of a person's staying abroad is also important. If it

“has been for temporary purposes, such as performing a mission or

treatment, then he too will not be regarded as being resided abroad.

All those deliberations and analyses are for the sake of finding the
residence of the taxpayer, since, as we mentioned earlier, the Iranian
real person's liability to domestic taxation with respect to foreign-
source income depends on his being a resident of Iran. But the same
distinction will not be important when the income earned in Iran is
at stake. Even the nationality of the taxpayer will not have any rele-
vance in that case. Any person, whether Iranian or foreigner, will be
subject to internal taxation for the income derived inside the country
(see paragraphs 3 and 5, article 1, DTA).

Note of the article 180 and foreign-source income

That Note pertains to the core of our discussion. Its rulings are as
follows:

1. Foreign-source income of Iranian persons residing in Iran is, like
the internal income, subject to taxation.

2. But the above ruling should not cause double taxation. If any
taxes in connection with such incomes are paid abroad, it will be de-
ductible from the amount of the tax claimed internally.

3. That deductibility depends on two conditions. First, the taxpayer
would not conceal his foreign-source income and declare it, in his

8 ¢ ¢ ©
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outside Iran. This would also add to the ambiguity arisen with re-
gard to part 2 of the article 1, DTA about which we discussed
above.

Article 180 shows the way
Against the aforesaid ambiguity, the article 180, DTA and its Note
lead the way to some kind of solution. They read as follows:

"Article 180. Every Iranian individual who may prove, by providing
a certificate from the financial or diplomatic missions of the Islamic
Republic of Iran in other countries, that he has paid, as a resident,
taxes on his income of a tax year in one of the foreign countries,
such person shall be considered, for tax purposes, to be resident
abroad in the relevant year, except for cases of:

(a) Having an occupation in Iran in the same year;

(b) Living in Iran at least for six consecutive or interrupted months
in the same tax year; or

(c) Staying abroad for mission, treatment and the like.

Note. If the real or juridical persons who reside in Iran but earn in-
come from abroad and pay taxes thereon to the local state of the
place of earning, would declare such earnings in their tax return or
balance sheet and profit and loss account, as the case may be, in
conformity with the provisions of the present Act, then the taxes
paid by them outside the country, or a part of the tax that can be at-
~ributed, in proportion with their total taxable income, to the income
uderzved abroad, whichever be lesser, shall be deductible from their
gncome tax"

gAs it can be seen, the prov1so of residence, that had been included in

aragraph 2 of the article 1, is again emphasized here by the article
5180 and the Note attached thereto. Iranian individuals will be sub-
§ect to domestic taxation only if they are residents of this country.
fOtherwise, millions of Iranians who work abroad or established
usinesses there shall become subject to taxation, while they reside
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Should the answer to those questions (with regard to the income
from real properties, salary and business income) be positive, then a
more important question, rather an ambiguity, would arise: in that
case why the paragraph 2 of the first article of the tax law considers
"all incomes derived abroad" by Iranian residents subject to taxa-
tion? Pay regard to the words "all" and "abroad" in particular. If the
income from real property, business and salary are left aside, what
else will remain, so that one may say: this and that are the incomes
to which the paragraph 2 of the article one refers?'

There is another point that may increase the ambiguity in question.
We mean the regulations of the tax law that relate to the submission
of tax returns and payment of taxes in respect of the above-
mentioned incomes. Article 80, DTA requires the taxpayers who
have earned income from real properties to submit their returns and
pay the appropriate taxes to the tax office of the area where the
property is located. In respect of salary income, the article 86 states
that the employers have to submit a list of employees and pay the
applicable taxes to the local tax office, namely the tax office of the
district where the office of the employer is situated. A similar provi-
sion has been envisaged under the article 100 in respect of business
income. The tax returns and relevant taxes must be submitted to the
tax office of the district where the business is located.

In all these occasions the law refers to incomes that are derived
within the country. The real property is located in Iran, work of sal-
ary receiver is performed in Iran and the business from which the
income is derived is situated in Iran. As far as these parts of the tax
law are concerned, no reference can be found to situations where the
income may be earned from a property located abroad, salaries de-
rived from working in other countries or the business positioned

1. No need to say that the chapter of the tax on income of juridical persons
(companies, etc.) does not pertain to individuals at all. There remains only one
chapter which covers the tax on incidental income. This type of income may
occur rarely and it does not seem to be of special relevance as far as general
rules of the article 1 are concerned.

6 c 0 0
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are searching for. For instance, let us refer to the chapter on the tax
on income from immovable properties. The article 59 at the begin-
ning of the chapter clearly states that this type of taxation is applica-
ble to properties that are located within Iran. By seeing that, one
may ask whether under no conditions the income from real proper-
ties situated abroad may become subject to Iranian taxation.

The same is true in respect of the salary tax. The article 80, DTA
states that this type of taxation applies to the salary paid for employ-
ment in Iran. Again we face the same question: whether under no
circumstances the salary received abroad may become subject to do-
mestic taxation?'

Let us now turn to the business income. This specific item is of ut-
most importance for our study. It concerns not only the income de-
rived from businesses in proper sense of the word, any other in-
comes not dealt with by other sections of the tax law will also be
subject to the regulations allocated to the tax on business income.
Beside that, the term business covers a vast multitude of trades and
occupations that people may embark on for earning a living. But
here too the tax law (chapter of the tax on business income) con-
fines the sphere of its regulations to the business income that is de-
rived within the country. Once more the same question would arise:
whether the business income derived by Iranians abroad never
would become subject to this country's taxation?

1. It should be noted that among the three kinds of incomes mentioned
xabove (income from real properties, salary income and business income)
©the second one may have least adherence to the present discussion as far
Nas the practical aspects of the issue are concerned. More precisely
Cspeakmg, for the main point raised by this article to have bearing on
Lsalary income, certain conditions are to be met. First, duration of
Eresidence of the salary receiver abroad must not be more than six months
3.in each year and for the rest, he should have been resided in Iran. Second,
Eno taxes are withheld from his salary abroad. Realization of such
Sconditions is very week In respect of salary income. Therefore, our
B concentration is more on two other incomes, that is the income from real
S properties and more than that on business income.
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TAX ISSUES OF THE FOREIGN-SOURCE INCOME
By: Dr. Mohammad Tavakkol

This writing is about the income derived by Iranians outside the
country. How should the foreign-source income be treated under the
tax law, and how earnestly this matter has been dealt with so far?
The significance of the issue would become more evident by taking
into account the great amounts of investments made by some Irani-
ans abroad, especially in certain neighboring regions.

General rules of the law

Two first articles of the Direct Taxes Act (the country's main tax
law) determine in a general way, to whom the Iranian taxation ap-
plies and to whom it would not be applicable. According to para-
graphs 2 and 4 of the first article that are relevant to our study, any
Iranian resident, whether individual or company, shall be subject to
taxation on all his/its incomes that are derived inside or outside the
country. So, the issue seems to be clear as far as the article one of
the law is concerned. But general rulings of this kind would not suf-
fice by themselves and they should be followed by more particular-
ized regulations that would determine the details of their execution.
Those details and particularities are to be searched for in other parts
of the law. For that purpose we will study the subject, first in respect
of individuals, then with regard to companies.

Individuals (real persons)

As regards the real persons, the detail regulations of the tax law do
not seem, at first glance, to be so promising for our purpose. In
other words, we are looking for particularized regulations regarding
the individuals who earn foreign-source income. But when refer to
those parts of the law that pertain to this or that category of real per-
sons' income, we may not always find suitable detailed rulings we

a
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the laws, as well as the legislators, are seldom aware of
repercussions that new law may have on existing regulations
as a result of the effect of the rule of general and special
law. They would scarcely embark on detail study to find
which regulations will be influenced in this way.

Such are the problems that have drawn the attention of
legislators to the need for refining of laws. Their concern is
quite understandable, and also appreciable, though one has
to wait and see how the idea would be translated into action.
As regards the tax regulations, not only the problems of that
kind are equally encountered, but further complications are
also created because of interference of other organizations
in domain of taxation. This country has a comprehensive
and all-embracing law in the field of direct taxation. So, any
additions or alterations in this regard should naturally be
brought about through the amendment of the same law. But
this logical and natural path is not always followed and this
or that non-tax organization would deviate from it from time
to time. They draft separate bills in respect of tax issues and
follow them up till the final law is approved in the
parliament.

Such measures would undermine the comprehensiveness of
the tax law which is supposed to be adhered to in this
country. Beside that, in majority of cases no care is taken of
the impact that those separate laws may possibly have on
respective parts of the tax code. There is no room in this

—editorial to enumerate enactments of that type. Some
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examples were given in different issued of this magazine
and our readers are familiar with them.

Now that the thought of refining and correction of laws due
to aforementioned factors and considerations is put forward
in the parliament, we hope that the case of tax regulations
would also be properly addressed and appropriate remedy
be sought.

DR. ALIAKBAR ARABMAZAR
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new and old laws would suffice to set aside the old
regulations in favor of the new law.

Now the question is whether such legal consequence, namely
abrogation of previous law (totally or partly) had been taken
into account by those who were responsible for drafting or
approving the new law, or not? It is not easy to give a
positive answer to that question, since the realities of life
have frequently shown that a different situation prevails in
this respect. A clear indication is the cliché-like phrases that
are usually added to new laws to state that all regulations
and laws contrary to the rules of relevant law will be
abolished as from the date of its approval or execution.
Insertion of such clichés would somehow facilitate the work
of drafting and approval of the law, but who can verify and
guarantee that abrogated regulations were all really
redundant and no problem would arise when other
remaining parts of the law are going to be executed, while
some elements from within of them are removed?

There are also other criteria and principles that may cause
the same situation as described above. An example is the
rule of general and special law. To be general or special is a
relative concept and depends on extent of comprisal of the
laws that are compared with each other. A law that is general
in relation to another law may be considered special when
compared with a third one. According to the rule in question
when the old law is general and the new one (which is
supposed to be in contradiction with the existing law) is
special, the new law would abrogate the existing law only to
the extent of its own coverage. All other cases and subjects
that are covered by the old law, to which the new law does
not pertain, would remain untouched and would continue to
be governed by the old law. By contrast, if the new law is
general in comparison with the existing law, the new
enactment would not affect the old one and the latter will
remain untouched.

Here again the same question would arise. Those who draft
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IN THE NAME OF ALLAH

FROM THE PRESIDENT

The idea of refining and correction of laws has been raised
recently in the Islamic Consultative Assembly (Iranian
parliament). As it can be understood from debates of the
parliament in its session of 27 May 2007, the idea has found
enough supporters among the MPs, so that a one-starred bill
in this regard is now included in the agenda of that organ.
The bill is prepared after certain degree of studies and
deliberations by legislators and relevant experts. More
studies will be apparently undertaken at this stage in which
specialists from the parliament, judiciary and government
will take part.
By the words refining and correction, removal of defects and
redundancies of a thing or phenomenon is meant. So, we
have to wait and see how far the parliament will advance in
this realm. But as one can gather from the same
parliamentary debates, an important manifestation of those
defects and difficulties is an undesirable and troublesome
situation that might be created as a result of ignoring the
probable effect of new enactments on relevant existing
regulations. In other words, the effect of a new law will not
galways be restricted to itself, but it may have repercussions
Zon some other regulations as well.
EThat side effect is usually brought about as a result of
Scertain legal principles and criteria. Among those principles
Sone may refer to a rule according to which the new law
swould supersede any existing contradictory regulations.
SThat is a quite reasonable rule and arises out from the very
Enature of the affair of legislation. The point is that for such
Slegal effect to take place, nothing special is needed to be
gmentioned or specified in the text of new law to that effect.
E¥The mere existence of contradiction and conflict between the
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