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International Tax Publications from Kluwer

European Tax Law
B.Terra and P. Wattel

This book is to serve as a textbook for students of Tax
Law and/or of European Law, and as a reference book
for tax or Community Law practitioners. In about 450
pages it offers a survey of the tax implications of
European integration, and a discussion of the
Community tax rules in force and pending.

In annexes, the texts of the relevant secondary
Community legislation, pending as well as in force, are
included.

Soficover - 464 pages, ISBN 90 6544 783 0
Price: DfL 115,- US$ 62.- UK£ 42.-

Essays on International Taxation

Series on International Taxation, volume 15
Herbert H. Alpert and Kees van Raad (editors)

This book honors Sidney I Roberts, a founding
member of the New York law firm of Roberts &
Holland and author of many publications on
international tax law, at the occasion of his 80th
birthday. Over thirty of his professional friends -
prominent tax lawyers from a variety of countries -
have contributed to this book. Their essays all deal
with some aspects of international taxation either from
the perspective of a particular country’s tax system or
at a more general level.

Hardcover - 468 pages, ISBN 90 6544 781 4
Price: Dfl. 185,- US$ 100.- UK£ 68.-

Tax and Legal Aspects of EC
Harmonisation

A.P. Lier (editor)

This book aims to provide a complete overview of the
fiscal aspects in connection with the increasing
economic and monetary integration within the
European Community. The harmonization of both
indirect and direct taxes is discussed in-depth while
relevant historical developments are also highlighted.
Attention is paid to the harmonisation process in a
number of areas that interface with tax law, in
particular social security law, parts of corporate law
and the law of annual statements of accounts.

Softcover - 212 pages, ISBN 90 6544 709 1
Price: D1, 10S,- US$ 57.- UKL 38.-

Kluwer Law and Taxation Publishers
P.O. Box 23,7400 GA DEVENTER | _B@___
THE NETHERLANDS __KIUWER
Fax: +31 5700222 44

Permanent Establishment - A Planning
Primer
John C. Huston and Robert L. Williams

This book is a comprehensive review of the tax treaty
concept of a "permanent establishment" from its
origins in early Prussian and British tax law to its
present manifestation in over 1250 bilateral income tax
treaties. The book covers both Anglo Saxon and civil
law precedents, the OECD and US model treaties used
in developed country treaties and the differing
approach of the UN model for developing countries.
The book exhaustively deals with all aspects of the
“fixed place of business” and "dependent agency”
permanent establishments and the exceptions for
independent agents, permitted ancillary activities and
parent subsidiary relationships.

Hardcover - 204 pages, ISBN 90 6544 717 2
Price: Dfl. 189,- US$ 103.- UK£ 70.-

A Guide to VAT in the EC -
The 1994 Changes

Edited by Coopers & Lybrand

This guide contains the most important issues and
changes of the VAT Regulation in the EC. The first
part examines the main features of the new VAT
system and provides you with a general overview. The
second part discusses the key points and rules of each
country and informs you whether you are liable to
VAT in that country and if so, the obligations you
must comply with. The third part is an appendix and
includes the full text of the Directive (as amended) and
a comprehensive index, which makes this part
invaluable.

Softcover - approx. 300 pages, ISBN 90 6544 723 7
Price: approx. Dfl. 85,- US$ 46.- UK£ 31.-

Intertax - EC Tax Review
General Editor: Fred C. de Hosson

INTERTAX is an established and well-respected
international tax journal which provides you with 12
issues a year full of practice, up-to-date and high-level
international tax information, also covering all aspects
of transnational tax issues.

EC TAX REVIEW is a journal, published 4 times a
year, which is available to INTERTAX subscribers
only. It provides tax practitioners, consultants,
accountants, academics, finance directors and public
authority members with all they need to know about
European Taxation.

1994, 12 issues Intertax plus 4 issues EC TAX REVIEW

ISSN 0165-2826,
Subscription Price 1994: Dfl. 695,- US$ 376.- UK£ 253..
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ABSTRACTS OF PERSIAN ARTICLES

1. SPECIAL INTERVIEW WITH THE
DIRECTOR GENERAL OF THE
DEPARTMENT OF ECONOMIC AND
FINANCIAL AFFAIRS OF ISFAHAN
PROVINCE

The province of Isfahan is one
of the most developed regions of
the country from the industrial,
agricultural, commercial -- as well
as cultural -- points of view. Very
useful and significant information
regarding various aspects of the
economy of the
presented. The achievements of the
said Department in the field of
taxation, as well as the problems
and bottlenecks in the same field

Province are

are discussed in detail.
Computerization of

information and ways and means
the

improving

tax
for overcoming current
problems  and the
capabilities of tax administration
are among the other things dealt
with in the interview.

2. DELAYING CAUSES TROUBLES
The tax authorities are some-
obliged their
previous assessments and decisions,
because of the actions taken very
late by other competent organiza-
tions. Some examples are presented
and discussed upon. The same
article is provided in the English

times to correct

section as well.

3. REVISION OF PROCEDURES: AN
IMPERATIVE NEED
During the last 50 years of the

[P 4
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history of Iranian modern taxation,
the only law providing basic
structural and proceduralv changes
was the law of 1967. The main
procedural concepts of the same
law has been criticised. Then the
author presents his arguments in
favour of fundamental changes in
those procedures.
4. A TOPIC OF INTERNATIONAL
TAX LAW

The topic selected for this issue
is the ‘"transfer pricing". The
provisions  of double
treaties concerning the
same subject are also dealt with in

the article.

Iranian
taxation

5. INCOME TAX AND ITS IMPACT
ON ECONOMY

The supply -- side tax policy, as
understood by modern economists,
is the main theme of the article.
The author tries to show how far it
is advisable to follow such policies
in developing countries.

6. TAX SIMPLIFIED

As in the previous issues of this
publication, we have devoted a
section  to

our  non-specific

audience on current important
issues of taxation. In this issue we
dealt with two

subjects: Inheritance tax and tax on

have separate

transfer of real estates.
7. ECONOMISTS AND TAXATION

In this issue excerpts of Jeremy
Bentham’s work titled: "Proposal

for a mode of taxation in which the
burden may be alleviated or even
balanced by an indemnity" has been
presented.

8. REGULATIONS, RULINGS, AND
OPINIONS

The text of latest laws, regula-
tions, decrees, and the opinions of
the Supreme Council of Taxation
are reported in the Persian section
of the publication. A summary of
the same is provided in English
section under the heading: "Tax
News in Brief".

9.TAX NEWS AROUND THE WORLD

A number of international tax
news are selected and presented to
the Iranian readership.

10. SELECTED CASES BEFORE
TRIBUNALS

This section is also devoted to
the international arena. Cases are
selected so that to be of interest to
the Iranian readers.

11. BOOK REVIEW

Authors and publishers
deal with topics
taxation, and legal studies both in
Iran and abroad, are encouraged to

that
of economics,

submit two copies of their work to
the Editor Space
permitting in each issue we will

for review.
review their work. Please note that
the Editorial Board will not be
responsible for return of submitted
works.



for calculation of his
income.
After some days a new request was
submitted to the same BSTD by the
taxpayer declaring that the first
calculation of the reserves had
been wrong and the mistake should
be corrected on the basis of Art.
249 of the Direct Taxation Act
(DTA).

The BSTD examined again the

taxable

case and corrected the mistake
accordingly.
The Technical Bureau of

Taxation (an advisory organ within
MEAF), questioned the correctness
of the last decision of the BSTD,
and the case was referred to the
SCT for rendering an opinion. The
SCT examined the matter in its
Plenary Board, but since did not
arrive at an .unanimous decision,
two different opinions were given
by the Majority and Minority.

The Majority held that the
BSTD had gone beyond the direct
meaning of Art. 249, DTA. The
article provides for correction of
mistakes attributable to BSTDs
themselves, whereas in the case of
the above dispute the error
originates from the taxpayer. Based
on this reasoning, the Majority
reversed the judgement of the
BSTD. But the Minority was of the
opinion that it is the task of BSTD
to verify the correctness of all
calculations and statements of
litigants  (tax  assessor  and
taxpayer). If wrong figures are
presented by a taxpayer and
included in the verdict of BSTD
without proper verification, that
means exactly a mistake on behalf
of the BSTD as well. The BSTD
corrected its own mistake in reality
and nothing wrong could be find

with its judgement.

The opinions of Majority and
Minority exemplify another interes-
ting case of confrontation of two
ways of thinking: should we
exclusively adhere to the wording
and appearance of the law, or else
we are allowed to search for the
aim and real meaning of it.

5.CONSEQUENCES OF
INTERPRETATIVE ACT OF THE
PARLIAMENT

When the Direct Taxation Act
was enacted, all other contrary laws
and regulations were abolished.
This fact is expressly stipulated by
Art. 173 of the said law. One of
those contrary regulations were the
Art. 111 of the Law concerning
Cooperative Societies, according to
which complete tax exemption had
been granted to certain kinds of
such societies. Whereas no tax
exemption under the new Direct
Taxation Act is provided for these
societies, the tax authorities used to
consider the said Art. 111 as being
nulled and abolished. As a
consequence, no tax exemption was
granted to such societies and all the
relevant cases used to be examined
and settled according to this
particular understanding of the law.

But a new interpretative law was
recently enacted by the Parliament

stating that the said Article 173 of
the Direct Taxation Act is not in
contradiction with Article 111 of
the Law concerning Cooperative
Societies. That means that the said
societies are entitled to the same
tax exemption as used to be
applicable to them before the
enforcement of the new taxation
law.

After the interpretation of the

Parliament, some decisions and
actions taken before had to be
altered or modified.

Special directive has been issued
by the Ministry of Economic
Affairs and Finance, whereby the
method of correcting the previous
assessments and actions are being
explained step-by-step.

Adoption of Interpretative laws
is a practice adhered to excessively
by the Members of the Parliament
in recent vyears, something
unprecedent in the past. The
practice was criticised in the last
issue of "Maliyat".

6. The LAW CONCERNING THE USE
OF PROFESSIONAL SERVICES OF
QUALIFIED ACCOUNTANTS

This is a short and precise text
consisting of one article and 5 noes,
which stipulates the use of the
services of qualified accountants
for auditing and inspecting the
accounts of various companies. Tax
auditing of natural and legal
persons is foreseen as another field
of activities of the said accountants.
The title of "official accountant"
-will be accorded to the persons
chosen for such services.

The law provides for the
establishment of a "Society of the
Iranian  Official Accountants".
Adoption of detailed regulations
concerning the qualifications of
official accountants, as well as the
organization and functions of the
"Society" will be effected in later
stages.



TAX NEWS
IN BRIEF

1. ESSENCE AND APPEARANCE

Art. 138 of the Direct Taxation
Act (DTA) provides for a tax
exemption with regard to that part
of companies’ declared profits
derived from industrial or mining
activities which is reserved for
reconstructing,  expanding  or
developing existing industrial units
or setting up new units. But
state-owned enterprises are liable
to taxation on their total taxable
income without any allowance for
the exemptions provided for under
the law.

The state-owned Bank of
Industry and Mines claimed for the
tax exemption referred to above in
respect of its affiliated companies.
Tax officials rejected the claim,
since the companies were ultimately
owned by the Government. The
Bank protested and the case was
referred to the Plenary Board of
the Supreme Council of Taxation
(SCT) for comment.

The Board examined the matter
and declared a judgement in favour
of the claimant. The judgement of
the Board was based on the
following considerations:

1) - Under the Law on Banking
Interest-free Activities, the banks
are allowed to act as agents of
private depositors and invest their
deposits in different fields of
productive activities.

2) - Although the Bank of
Industry and Mines is not allowed
to accept deposits from private
nevertheless the same

sources,

deposits are channeled to it
through the other authorised banks
of the country, and under the same
coverage of the title of agency.

3) - The Bank of Industry and
Mines uses the same channeled
deposits in its affiliated companies,
and thus the capital invested 1s not
-- in the essence -- a capital of the
Bank, but it belongs to the private
depositors. Therefore no hinderance
in the way of granting the tax
exemption does exist.

2.TAX EXEMPTION OF
PHARMACISTS

According to Art. 139, DTA,
income earned through performing
various medical, health and
therapeutical activities in certain
deprived regions of the country is
exempt from taxation. A question
was raised as to whether the said
exemption would be applicable to
the income of pharmacists through
the filling of medical prescriptions.
The case was referred to the
Plenary Board of the Supreme
Council of Taxation for
consideration. The Board did not
arrive at an unanimous decision
and two separate opinions were
rendered by the Majority and
Minority.

According to the Majority, the
job of filling medical prescriptions
requires certain knowledge and
expertise in the field of health and
therapeutics, and profession of a
pharmacist is not separable from
that of a physician. Based on this
reasoning, the Majority concluded
that pharmacists can take benefit
from the tax exemption under Art.
139.

But the Minority considered the
case as a mere example of selling

and purchasing. The pharmacists,
according to the Minority, derive
their income from selling drugs,
and hence, the said tax exemption
should not be considered as being
applicable to them. It is noteworthy
that the opinion of the Majority is
considered as the final verdict of
SCT.

3. NOTARIES PUBLIC AND THEIR
EMPLOYEES

Two kinds of fees are paid to
notary publics by their clients:
writing fees and registration
charges. Under the relevant
regulations, 15% of writing fees
should be paid to the employees of
notaries public. MEAF (Ministry of
Economic Affairs and Finance)
ruled that the money so paid
should be treated as a part of
employees’ salary and taxed
accordingly, since the word
"allowance" is used by the law with
regard to such payments.

4. DEDUCTIBLE RESERVES

Certain reserves of cooperative
societies are deductible from their
taxable income under the Note 5 to
Art. 105, DTA.

A dispute was brought before
the Board of Settlement of Tax
Disputes (BSTD) by a cooperative
society against the tax assessing
authorities. The applicant claimed
that the Board should declare that
it has the right to deduct the
aforementioned reserves in computa-
tion of its taxable income,
something that had been ignored
by the tax assessor.

The Board accepted the
taxpayer’s appeal and ruled that
the same amount of the reserves as
had been claimed by the plaintiff
should be taken into consideration



DELAYING CAUSES
TROUBLES

Dr. Mohammad Tavakkol

The tax authorities are some-
times obliged to change their
previous assessments and decisions
as a result of actions taken late by
some organizations. The following
are some instances of this
troublesome phenomenon.

1. List of Capital and Intermediary
Goods

Under Article 132 of the Direct
Taxation Act (DTA), a tax
exemption of six years is granted to
industries producing capital goods.
A 3 years tax exemption is also

provided for the industries
producing intermediary goods. The
competent organization for

determining and naming the capital
and intermediary goods is the High
Council of Industries (HCI).

The Article 132 was totally
abolished by the amendments of
April 1992, but HCI begun the
work of issuing the list of capital
and intermediary goods, provided
tfor under the same article, in 1993.

The tax organization was
consequently compelled to turn
back and correct all its previous
decisions; so that the industries
named by HCI could enjoy tax
exemption for their past activities.

It is not difficult to imagine
what uneasiness tax officials would
encounter in implementing such
alterations. The stage of assessment
is not yet over for some taxpayers.
Some others have completed this
first stage, but the results have not
been notified to them as yet.

Another taxpayer has received

the notice and applied for the
settlement of the case through the
chief assessor. Yet another has
filed a complaint with the Board of
Settlement of Disputes, etc, etc.
The procedure for step-by-step
correcting of the past actions has
been worked out and notified to
tax officials for implementation. All
these delays could have been
avoided by timely action of HCT,
the organization responsible for

determination of qualified industries.

2. Cooperative Societies and
Interpretation Act of the Parliament

When the Direct taxation act
was enacted, all other contrary laws
and regulations were abolished.
This fact is expressly stipulated by
Article 173 of the same law. One of
the contrary regulations were the
Article 111 of the Law concerning
Cooperative Societies, according to
which complete tax exemption had
been granted to such societies.

Whereas under the new rulings,
no tax exemption status is provided
these societies, the tax
authorities considered the said
Article 111 as being nulled and
abolished, and as a consequence,
no tax exemption was accorded to
them.

But a new interpretative law was
recently enacted by the Parliament
stating that the said Article 173 of
the Taxation Act is not in
contradiction with the Article 111
of the Law concerning Cooperative
Societies. That means that the said
societies are entitfled to the same
tax exemption as used to be
granted to them before the
adeption of the new taxation law.

After the interpretation of the
Parliament, many pertinent decisions

for

and actions taken before had to be
altered or modified. Again the tax
organization had to issue specific
directive like the one mentioned
above.

Adoption of interpretative laws
is a practice adhered to excessively
in  recent years, something
unprecedented in the past.

3. List of Exported Commodities

As far as this particular case is
concerned, the problem arose not
only from delay and tardiness, but
from the retroactivity of the law as
well.

Article 141, DTA (as amended
on April 27, 1992), provides for tax
exemption of the income earned
through the export of certain
commodities. The power to
determine and prepare the list of
such commodities is vested with the
Council of Ministers. It took one
year before the list was prepared
and notified for implementation.

In addition to that, the law itself
was a retroactive one and had been
made effective as of March 21,
1989. Both factors, namely delay
and retroactivity, created the same
problem as described above.

More coordination and timely
action could prevent the occurren-
ces of such situations. Equal
importance must be given to the
observance of well-rooted legal
principles and traditions. It is a
recognized principle that the law
should not be made retroactive,
except in very rare cases; and it is a
tradition that the
parliamentary interpretation of law
should not be adhered to very
frequently.

well-known




IRANIAN TAX REVIEW
No.4,Spring 1994 "

PUBLISHER

COLLEGE OF ECONOMIC
AFFAIRS

P.O.B(?X: 15875-1111

NQO.153, Talcghani Ave.
Tehran,15918,1.R.of Iran

Tel: (0098)21 6464518

Telefax: (0098) 21 6419716

President:Dr.Aliakbar Arabmazar
English section edited by
Hormoz. Goodarzy-Tabrizi

Chief editor: Dr.Mohammad Tavakkol

Subscription rates:

$15 a ycar,$4 a ‘copy (inclusive
of postage and handling)

Equivalent amount in other convertible

currencics is acccptable

(see attached order form)

MALIYAT accepls advertisements.

Cumad us for further information

IN THE NAME OF GOD

IN THIS ISSUE
From the President 1
Detaying causes roubles 2

Tax News in Brief 3

Abstracts of Persian Articles 5

O 0 E
No.4,Spring 1994

FROM THE PRESIDENT

With
Almighty

the help and blessing of
"Malyat”
second year of publication. Wc are

has cntered its
thankful that have managed to survive
the difficultics and have been abic 1o
carry the lifeline of the only publication
of its kind in this country. Morc than
going
strongly has been the utmost support of

anything, what has kept us
our rcaders which we arc forever in
debt,

In this brief time many nations, large
or small, have felt the blows of changing
cconomic tides. Among the most visible
arc countrics that have relicd heavily on
few natural resources for much of their
revenues. This reiterates the  position
that

this publication took from the

outsct, that reliancc on oil revenues
alonc to meet financial obligations is not
a healthy and cconomically justifiable
stance.

It is the responsibility of the present
generation of this nation to rework on
ways and mcans of rcducing this long
term reliance on oil revenues as top
priority agenda. Such policies should
naturally cmbrace all  scctors  of
economic activity, and taxation plays a
vital role in this matrix of allocation of
resources.

This demands us to become more
prudent in our tax policics and to
such that this

approach  taxation

important  rcsource opcrates  in - an
cfficacious and reasonablc manncr in
every respect. Our aim should not be
confincd to come with a new scheme for
raising grcater amounts of taxcs. But,
morc importantly, to revise the cxisting
taxation systcm to make it morc viable
and cfficicnt. From the outsct it should

be recognized that taxation is a topic (o

be dcalt with scriously, and without
adequatc rescarch and investigation of
various aspects of the question it will
not be successful.

An orchestrated cffort is necded Lo
revisc all factors and conditions
surrounding a tax policy and its effects
lifc of the

people. Without any such groundwork,

on social and economic
new tax policies arc destined for failure.

Such
confidence of taxpayers in the system of

efforts will result in a
taxation, and thereby improving the
compliance rate which rcsults in higher
revenucs  without slowing down the
whecls of economic activity.

This publication will continuc its

endcavors to play a valuable role for
realization of thesc vital and significant
aims.
" But as an enlity, our own house
necds to stay in order as well; and we
have had to deal with many realitics in
our short life. Our operation cost has
substantially grown in the past year,
specially in the price of paper, our main
commodity. It is wirth regrets that we
must raisc our subscription ratcs by
forty percent for our readers inside the
country. We sincerely hope that our
readership recognizes this as a mere
prerequisite gesture in keeping up with
our excelient quality and standards.

In this issuc as in thc past, we have
also lined up assortments of current
themes in tax related issucs. We have
added a section for specific questions
posed by our readers 1o be answered in
the following issucs by a pancl of
experts. We arc graicful to  the
Technical Burcau of Taxationthat have
taken the responsibility for this needed

and valuable service as well.

Dr. Aliakbar Arabmazar



