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(from different points of view. He

belleves the time has come for
revision of relevantregulations
and increasing the minimum
amount of corporate capital.
The possible losses of third
persons in case of insolvency. of
companies (which in -most

cases are of ~Iimi‘red~|iabi|h‘y\
type) is another aspect of the
issue referred toin the arficle, As
far as the taxation problems are
concerned, the readership of
the journal areinvited tomake
comments.

- Regulations and Rulings -

The texts of latest laws,
regulations, and opinions of the
Supreme Council of Taxation:
are reported in the Persian

section of the Journal. A part of
the same is presentedin English
section under the heading "Tax
News".

Tax Glossary

Several tax .terms and
expressions are presented and
defined in each issue of Maliyat

journal. Detailed explanations
follow the definition of the
terms. -

‘Tax News around the World :

A number of international tax
news is selected and presented

to the Iranian readership. -

)
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agreements for the time being
and leaving athe official
registration with notaries public
fo alater time,

Tax offices treat such
transactions in a special way.
They demand payment of taxes

The author describes in a
narrative language the errors
that might occur in tax
assessment as a result of
carelessness and negligence of
relevant officials. He suggests

The Official Gazette contains in
each issue many cases of
establishment of new
companies and institutions. A
considerable number of

\regisfered companies own very

(‘of official deeds issued by
nofaries public. Various causes
| and reasons motivated the
parties to such fransactions to
conclude private and unofficial

on rental income for fransitional
period (between the dates of
unofficial and official transfer of
properties). The transfer tax is
also imposed on the date of -
official registration as described
above, .
The author reviews this state of
affairs and suggest some ways
for more logical method of
handling the issue.

Being Accurate in Drawing the Assessment Sheet

scrutinizing documents and any
kind of evidence before
reaching final decision with
regard fo assessment of tax
liabilities. ' '

Thinly Capitalized Corporations

small amount of capital. In
some cases the value of the
paid portion of the capital does
not exeed the price of say 10 to
12 kilos of banana.

The author reviews this sh‘uo‘rion/

AR No. 17, Autuma 1997
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-

Repercussions of progress in'the
field ofinformationtechnology
are already being sensed in the
realm of taxation. The Internet
and relationship arising thereof,
are distinguished examples of
such developments. Needless
to say that fraditionalideas and
methods followed by the past,

The article analyzes various
difficulties connected with
taxation of income from smaill
house. Most of such houses are
usually located in poor areas of
cities and are jointly occupied
by theirtenants and landlords.
Both categories are commonly

Transfer of real estate should -

koccording to the Law on

andeven present, generations
of taxmen would fail to cope

)

‘Taxation and Developments of Information Technology -

with the requiremeénts of new
conditions. There exists
imperative needs forthe tax
administration to think of a
viable procedure for
confrontation with fthe
consequences of the said
repercuyssions. The issues
per’rdlmng fo this, subjec’r are

*examlned I The Grhcle s

Small Proprietors and Taxation on Rental Income

poor and needy, so the process
of assessment and collection of
taxes faces with plenty of

‘problems and delayment. She

(the author) comments on
these issues and presents
specific proposcls for Treo’rmen’r
of The s:’ruc’non '

Real Estate Transfer

Regis’rrcﬁon of Deeds and Real
Properties - take place on bcsisj

12
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ﬁhe Ministry of Industry. shares of the companies under\
Therefore, the circular mightbe discussion must be owned |
taken as meaning that the word directly by them to be allowed to
"government” in the Note 3to enjoy the said limitation of
Article 48, DTA comprises the taxation. Otherwise, no such
ministries themselves, and the limitation shall be granted.

AV Y4 V4
AV VA Y

ARIELES

- Editorial

Foresightedness in the field of administration should behave
taxation is the theme of the décordingly and prepare itself
Editorial in this issue ofMdIiyo’f to. face the forthcoming
journal. The atmosphere in clrcumstances. This subjectis
which the duties of tax officials . dealt with in the Editorial of
are fulfilled, is apt to swift both, the Persian and English
transformation. Tax sections.

qum No. 17, Autumn 1997 11
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/understanding of the law before

construing .thereof by the
Parliament. So, in case of
spreading the validity of the
parliamentary interpretation to
the date of adoption of the.law,
we could encounter serious
problems:with a wide range of

~actions that might have been

taken in contradiction with the
new interpretation. - Y
The Council of Guardians took
into consideration the probability

of such contradictions -and stated.

that the interpretation of the
Parliament in respect of the

ordinary laws is executable-wfrom\
the very date of interpretation,
and not from the date-of adoption
of the relevant law.

It seems that the opinion of the
Council of Guardians is quite
circumstantial iand fails :to
respond to the:logic of the issue.
To interpret.a: law means to
discover the intention of the
lawmaker. The intention of the
lawmaker had existed at the time
of making the law, and it is
illogical to be attributed to a
following date.” -

 PUBLIC. COMPANIES AND STAMPDUTY

Article 48 of the Direct Taxation
ACT (DTA) provides that shares

of joint-stock companies: are

liable to stamp duty:at the rate of

0.2% ‘of their face:vale. Note 3 of.

the same article states.that the
stamp duty in respect of
companies whose entire capital
belongs to ‘the government shall
not exeed Ris 2,000,000.

According to a circular letter

Revenue; the limitation of stamp
duty so:stipulatedis pertaining
solely:to the companies whose
shares are totally owned by the
government. So, the entities
owned by, or affiliated to, the
Organization for Expansion and
Modernization of Industries may
not take benefit from the above -
mentioned limitation of stamp
duty. It is worth of noticing that

[ Downloaded from taxjournal.ir on 2025-07-19 ]

Qigned by the Vice Minister for the OEMI is an organization underjy
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Several companies and
interested parties appealed
against the Ministry's circular
letters to the Court of
Administrative Justice. The
Court decided in its Plenary Board
against the opinionrendered by
the Finance Ministry. It declared
that the only condition.in the

Iranian constitutional law
provides for a special body of
experts called the Council of
Guardians of the Constitution. It
* is composed of two categories of

clergymen. They are vested with
the authority to .interpret the
articles of the Constitution, while
the competence to interpret
ordinary laws is accorded to the
Parliament.

A question was raised with
to the date of
enforcement of the interpretation

regard

so delivered by the Parliament.
Are they executable from the
date of adoption of the law; or

lee‘ they are to be enforced from

PARLIAMENTARY INTERPRETATION OF LAW
the very date the interpretation

The government (President of the

specialists, lawyers ‘and ' authority of the Parliament for
interpretation of ordinary law is
provided under the Constitution,
and the answer to such question
would constitute by itself a case
of

constitutional law, which has

Guardians. ,
The President referred in his

far-reachingactions mighthave:

Article 132, DTA. for a’pplicabili?
of exemption is the issuance of
exploitation permit after the date
of the amendment. So, if this
condition is satisfied the
exemption would apply, whether
the activity of exploitation begun
before or after.the said date.

has been rendered?

country) put the question to the
Council of Guardians, since the

interpretion of the

been granted to.the Council of

inquiry to the fact that some

been taken by the authorities.

according : to their own /

No. 17, Autumn 1997
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/activities.

The tax exemption shall be
granted to the entities for whom
identity card or exploitation
permit is issued as from the date
of apprbva‘l .of the said
amendment. The exemption
takes place from the date of
commencement of exploitation.
On December 14, 1994 the Vice
Minister for Revenue (Ministry of
Economic-Affairs and Finance)
ruled in a circular letter that the
exemptions under the Article
132, DTA could be enjoyed only
by the entities that obtained the
"permission of establishment™ as
from the date of approval of the
amendment, namely from 27
April 1992, onwards. As
mentioned above, the terms used
in ther Article 132 are "identity
card” and "exploitation permit",
and no reference has been made
to the term "permission of
establishment”.

issuance of "identity card” was
interpreted by the Finance
Ministry to.be a prerequisite for

\.an entity to be established legally

So, one may infer that the

and preperly. \
After one year (on 22 October
1995) the Ministry issued a
second circular, which implied
that the exemption under
discussion could be extended to
the entities that were established
even before the date of the
amendment. It was tacitly
accepted in the circular that the
main criterion for accrual of
exemption is the issuance of
exploitation permit, which when
issued rafter the date of
amendment would qualify the
entity for the exemption.

In spite of that, the circular put
forward another requisition. The
commencement of exploitation
should - according to the circular
- also be from the date of the
amendment onwards.

Based on this new interpretation,
a particular category of entities

were also deprived from the

exemption. Those were the
establishments that beghn the
activity of exploitation before
April 1992, but obtained official
exploitation permit after that

date. S : L /
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INTERNATIONAL TRAFFHC AGREEMENT -

The parliament approved an As far as the customs issues are
agreement concluded recently concerned, the vehicles shall be
between Iran and the Republic of treated according“to the internal
Azerbaijan. The Agreement laws of the contracting states
Covers various aspects of road - with regard to such temporary
transportation between two entrances. Any fuels excisting in
countries, including the tax the standard tank of vehicle shall
issues arising from such mutual be exempted from taxes 'and
activities. According to Article 7 duties, provided that the fuel
of the Agreement, the vehicles tank being installed by the
registered in the territory of each factory which produced the
of the contracting states, shallbe vehicle.

exempted from any taxes in the The spare parts temporarily
territory of the other contracting imported for repair of the vehicle,
state, with regard to their ' are also exempted from taxation.
ownership, use and operation. The same is true with regard to
The exemption shall be granted used personal effects and
only in cases of .temporary repairingtools, as usually kept by
entrance and transportation of the personnel of vehicles during
vehicles. : such transportations.

TAX EXEMPTION OF MANUFACTURING AND
MINING ACTIVITIES

Article 132 of the Direct on-priorities drawn by the
Taxation Act (DTA), as amended relevant organizations) for the
on 27 April 1992, providestax entities - engaged: in

\holidayofS.6and4years(based manufacturing and 'mining/
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A particular feature of taxpayers'
rights has drawn the attention of
the tax administration, and
caused the Ministry of Economic
Affairs and Finance toissue a
special circular in this regard. The
circular takes into view a
situation where the taxpayer
forgets oris unaware of his/her
right to protest against the
ex-officio assessment of their
taxes made by tax officials, or to
appeal in defiance of a verdict
rendered at lower stages of
proceedings.

In the circular, reference has
bean in particular made to the
Article 216 of the Direct
Taxation Act (DTA). The Article
provides that the Board of
settlement of Tax Disputes
(BSTD) is vested with the
authority to review and decide on
complaints filed by taxpayers in
respect of execution of tax
decisions. If the complaint is to
the effect that the execution

Kprocess have bean taken place

' TAXPAYERS IGNORANT OF THEIR RIG’HTS

~

before finalization of tax through
the relevant procedural
channels, then the BSTD shall
take, in case of finding the
complaint as justified, proper
actions for reviewing the
substance of the issue as an
organ for settlement of disputes
between the taxpayers and tax
offices. '

The circular orders the BSTDs
reviewing such complaints, to
expressly mention at the end of
their verdicts, that it is
appealable, during a period of one
month from the date of
notification thereof, to an
appellate BSTD in accordance
with the Article 247, DTA.

If the BSTD would consider the
case in capacity of an appellate
organ, then it should alse
mention in its verdict that the
parties to the dispute may refer
the case to the Supreme Council
of Taxation on-the basis of
considerations stipulated under
the Article 251 of the same Iaw./

6
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The regulations concerning
taxation of automobiles and
similar vehicles are contained in
the Law on Collection of Indirect
Taxes from Certain Goods and
Serives. The Note 4 to Article 9
of the said law states that the
method of collection of taxes on
transfer of second hand
automotive vehicles shall be
provided under separate
regulations to be adopted by the
Council of Ministers.

The Council approved a special
by-law recently, which involved
an innovation in the field of tax
collection. The taxpayers willing
to enter into transactions with
regard to their second hand cars
and similar vehicles are allowed
to pay relevant taxes through the
banking facilities. The Finance
Ministry shall, under the by-law,
furnish the banks with printed
forms of receipt or vouchers
designed for this purpose. Then
the taxpayer shall pay his/her tax

™

COLLECTION OF TAXES ON TRANSFER OF SECOND
HAND VEHICLES

receipts or tickets. A copy of the
receipt should be delivered, by
the seller of the vehicle, to the
notary public who is responsible
for registration of the
transaction. |

The bank issuing the voucher has
to record number and other
specifications of the vehicle on
the voucher and perforate it,
before delivering it to the
taxpayer. The notaries public are
also required to keep always their
own copies of vouchers ready for
investigation by tax officials,
otherwise they shall be subject to
certain fines.

The branches of traffic police
that are responsible for
registration of vehicles and their
owners according to their own
regulations; have - under the
by-law -to demand the parties to
the transaction to present their
relevant tax vouchers, before
registering the transfer of the
vehicles.in their records.

Y,

\Iiability to the bank against such
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/stipulated under the Civil
Employment Law. It is a floating
figure, in the sense that the
council of ministers may alter it
from time to time to adjust the
level of salaries with the goal of
ameliorating the effects of
inflation.

So, The new initiation would

well, since the amendment
provides that the treshold in
question shall always be sixty
times of civil servants' base
salary. Whereas the base salary
is to be calculated by multiplying
the Base Number by the
Coefficient, and the Coefficient
is a floating figure, so the salary
tax treshold ‘also. becomes a
floating amount, and would give
the salary receivers an extra
compensation against impacts of
inflation.

At the present, the Coefficient is
Rls 160, which gives- when
multiplied by the Base Number,
namely the figure 400 - a Base
salary of Rls 64000. Sixty times
of the latter, constitutes the

ureshold for calculation of annual

make the tax treshold floating as:

salary tax according to the\
amendment referred to above.
As we mentioned earlier, the
new amendment covers all
classes of salaried people.
Therefore, the white collar
employees whether of public or
private sectors, as well as the
working people will equally take
benefit from the said amount of
salary tax treshold and potential
future adjustments as discribed
above. The following table
shows summaryly the amount of
monthly salaries and payable
taxes accruing to them under the
new amendment.

Monthly salary . = Payable tax

Rls ‘. Ris-
320,000 0
330,000 900
400,000 7200
500,000 - 20550
600,000 37813
700,000 60063
800,000 86313
900,000 112563 .
1,000,000~ 138813.
2,000,000 . 516188
3,000,000 . 946021
© 4,000,000 1396021

4
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e ONowers

The Section three of chapter:3 of
the Iranian Direct Taxation Act
{DTA) comprises regulations
concerhing the tax on éalary
income. A treshold, namely a
level of income at which tax
commences to be levied, is
provided under the Article 84,
DTA and the Note thereto..The
treshold used to be an annual
income of Rls 1,800,000 for the
employees of private sector and
Ris 2,160,000 with regard to the
salary receivers of the
governmental organizationsand
agencies,

The said Article 84 and its Note
were amended recently with the
aim of raising the level of treshold

\and equalizing the situation of

SALARY TAX THRESHOLD MADE FLOATING

the categories of salary
receivers, whether they work for
the public or private sectors, and
whether they are workers or are
relating to the class of salaried
employees. The amendment
includes, inter- alia, a
considerable increase in the
amount of treshold, which shall
be calculated according to the
following formula:

There is a law titled the "Law
concerning Harmonized System
of Civil Servants’ Salaries”
approved in the year 1991 It
provides for a base number that
should be multiplied by a
coefficient for determination of
the base salary of governmental
emplo_y“ees. The coefficient is/

[ <P Ay )
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(" The foresightedness in the area of taxation requires the prediction of\
changes that may take place in basic elements and characteristics of a

country’s economy for about a decade. Emphasis should obviously be

made on tax aspects of the issue under consideration.

What alterations will occur in the shape of transactions and economic
acttvmes, and what new phenomena are going to appear tn this

arena? Thts general question may naturally include vast issues and

problems S ubJects like the changes in individual and group tastes

and tendenctes of consumers, developments in the scene of
mternattonal trade growth of population, dwerszty or balance

between the rates of growth of different secttons of the economy,

advancement of science and technology, and many other themes and

topics are involved, the details of which are beyond our brtef
discussion. .

Subsequent to such significant step, comes the turn of planntng for

efficient confrontatlon with new conditions in the future Thts wzll

also be an extensive task. Form, substance, organtzatton and

procedure, all must be reviewed accordtng to the requzrements of new

czrcumstances, and restructured in case of necesszty

Instead of this comprehenszve and all-embracmg approach we may

choose to take action in the field of more speczftc trends and

developments of our time. One can take the example of evolutton of
mformatzon technology and its negative and positive impacts on the

efficiency of tax administration under the current tax system of the

country. The study will help the offzczals to take  proper acttons for

adaptation to the new environment of modern life.

Dr. Aliakbar Arabmazar |
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IN THE NAME OF ALLAH
FROM THE PRESIDENT

Dealing with day}to-day problems may deviate people from cogitation
about the future and preparation Jor confrb_nting the prospective
circumstances. Societies may also behave like men by immersion in
current dilemmas and neglecting the' importahce of forthbomihg
conditions. The same approach might become true in féspebt of tax
issues, so that the bulk of resources of the tax administration be
devoted to the solving of actual problems, and thinking about future be
left to those coming hereafter. | ' o
Foresightedness in this field could be interpreted in a limited way,
that is to confine it to forecasting some figures in the framework of
ﬁnancial needs of the governmént during a certain period of time (say
four or five years). No doubt that this also might be considered as a
way of looking forward, but the prudence we have in mind goes
Jurther from the restricted sphere of figures and numbers. It
comprises the substance and subject-matter of taxation. We mean
planning for future by virtue of all elements and Jactors effecting the
petformanée of the tax system. B ‘

In other words, we have to Joresee the future atmosphere in which the
tax officials have to accomplish their dzities; in order to prepare
themselves for acting according to the new scenario. The job obviously
is not easy, and it is much more complicated than forecasting few
figures as the share of tax revenue in forthcoming expenditures of the

government.
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