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PREFACE

This is the second edition of the Volume I of the 
compilation seeking to provide a profile of direct taxes in 
selected countries brought out by the NIPFP in December 1989.

The countries covered and the arrangement of the twenty 
chapters are the same as in the first edition. Additional 
sources were drawn upon to collect the latest data. Although 
information relating to the year 1991 in respect of some 
countries has been incorporated in this edition, there is a time 
lag of about one or two years in some cases due to 
non-availability of latest information.

Volume II of this compilation covering ten more countries, 
viz. Brazil, Egypt, France, Malaysia, Nigeria, Pakistan, 
Singapore, Taiwan, Thailand and Turkey, was brought out in 
December 1990. It follows the same pattern of headings arranged 
in twenty chapters as devised for Volume I.

We are grateful to the Central Board of Direct Taxes for the 
continued financial support provided to the Institute for 
undertaking studies in the field of direct taxes without which it 
would not have been possible to bring out this updated 
publication.

The updating work of this edition was done by Shri K. 
Kannan, who had compiled the first edition. Guidance was 
provided by Shri M.S. Prasad. Shri Praveen Kumar did the word 
processing.

Responsibility for mistakes or inaccuracies, however, lies 
primarily with the compiler and the Director.

Amaresh Bagchi 
Director, NIPFP

New Delhi 
September 1991
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PREFACE 
to Volume I 

(First edition)

One of the tasks undertaken by the Direct Taxes Cell which 
has been set up in this Institute with funding provided by the 
Central Board of Direct Taxes is to compile information in regard 
to the direct taxes levied in other countries covering their 
salient features. The compilation presented below is the outcome 
of this endeavour.

In this first edition, the compilation provides information 
relating to the principal direct taxes in operation in ten 
selected countries, namely, Australia, Belgium, Denmark, Federal 
Republic of Germany, Indonesia, Japan, Korea, Sri Lanka, OK and 
USA. The information is arranged under twenty different heads 
listed in the contents. We intend to extend the coverage to a 
few other countries.

It is hoped that the comparative picture of direct tax 
systems given here would prove useful to the Revenue Department 
and the Central Board of Direct Taxes in policy formulation and 
tax legislation and would also be of interest to scholars working 
in the area of taxation.

Various sources were drawn upon to put together the 
information provided in this compilation. These are listed at 
the end. While every attempt has been- made to ascertain the
latest position, there may be a lag of about one or two years in
several cases. Updating the information on a regular basis will 
be our endeavour. S u g g e s t i o n s  for improvement of the 
presentation would be welcome.

We are grateful to the Central Board of Direct Taxes, more 
particularly to Shri T.N. Pandey, now its Chairman, for the
support extended to the Institute by setting up the Direct Taxes
Cell without which such a compilation would not have been 
possible.

The work on this compilation was undertaken by Shri K. 
Kannan. Dr. Pulin B. Nayak and Shri Rajinder Mohan provided 
necessary guidance. Shri Praveen Kumar did the word processing. 
Responsibility for mistakes or inaccuracies, however, lies 
primarily with the compiler and the Director.

Amaresh Bagchi 
Director, NIPFP 

New Delhi .
December 1989
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Country (i)

Australia

Belgium

Denmark

Federal Republic 
of Germany

IaxBa_l£KLad

Categories of taxes, (11) Level at which levied,
viz. I n w H  tax, corpo­
ration tax, wealth tax, 
capital gains tax, capital 
transfer tax, etc.

I.e., whether at 
nat.lnnal or federal 
level only or also at 
state and/or local 
authority level.

1. Income Tax
2. Payroll tax
3. Land tax (rural 

estate tax) on the 
basis of uninproved 
capital value.

4. Medicare Levy

Federal level 
Levied by States 
Levied by States

! Federal level

1. Taxes on income
2. Succession (inheritance) 

tax and gift tax
3. Taxes on real estate
4. Taxes on movable property
5. Municipal Tax
1. National income tax
2. Hydrocarbon tax
3. Special income tax
3. Wealth tax
4. Gift tax
5. Inheritance tax
6. Municipal inooras tax
1. Corporate income tax
2. Business tax on income
3. Inoorae tax, comprising 

salary and wage tax 
and personal income 
tax

4. Inheritance tax and 
gifts tax

5. Net wealth tax

National level
----do----
----do----
---- do----
Local authority level
National level
---- do----
---- do----
---- do----
---- do----
---- do----
Local authority level

has the right (together 
with the state parlia­
ments) to legislate on 
taxes from which all or 
part of the revenue 
flows to it or where 
there is a need for 
federal legislation. If 
Federal Parliament exer­
cises its right to
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Indonesia

Japan

Korea

Sri Lanka

6. Church tax
7. Business tax on capital

legislate (which is norm­
ally the case), the 
state parliaments lose 
their rights. (The state 
pari laments' legislative 
authority is, therefore, 
restricted to purely 
local taxes, such as 
real estate acquisition 
tax)
{Revenue from income tax 
and corporation profits 
tax is shared between 
the Federal Govt, and 
the State Govts.}

1. Income Tax j Federal level
2. Tax cxi land & buildings \ --do--
3. Branch profits tax ! --do--
1. Individual income tax National level
2. Corporation income tax | --do--
3. Inheritance and gift tax \ --do--
4. Special additional tax \ --do--

on family corporations
5. Prefectural inhabitants Inposed by loo

tax governments
6. Municipal inhabitants tax! --do--
7. Enterprise tax ! --do--
1. Corporate income tax j National level
2. Individual income tax ! --do--
3. Asset revaluation tax j --do--
4. Defence tax ! --do--
5. Excess profits tax | --do--
6. Education tax ! --do--
7. Gift tax | --do--
8. Inheritance tax ! --do--
9. Excessive increased

value of land tax ! --do--
10. Inhabitant tax Local level
11.Farmland tax --do--
1. Income tax ! National level
2. Wealth tax ! --do--
3. Remittance tax ! --do--
4. Surcharge on income tax i

and wealth tax | --do--
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5. Tax on transfer of 
property to non-citizen 
(Rate 100%).

O.K. 1. Inooroe tax
2. Corporation tax
3. Capital gains tax
4. Inheritances tax
5. Uniform business rate.

U.S.A. 1. Taxes on Income:
(a) Corporations
(b) Individuals
(c) Trusts & Estates
2. Alternative Minimum tax
3. Taxes on transactions: 

Estate & Gift taxes
4. Personal holding Co. tax
5. Accumulated earnings tax
6. Environmental tax

--do--

National level
--do--
--do--
--do--
--do--

Federal level

--do--
--do--
--do--
-----do-----
--do--
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Tm t f t i i t .

Country (i) Whether indiviriial, (11) Whether aggregation of in-
married oouple, family oome, wealth, etc. of too or

more earners obligatory or 
optional; If optional, the 
adjustments in threshold 
limit and rate-bands if any

Australia Individual

Balgiu Individual; 
married couple.

There is no option or 
election to file a joint 
return in Australia.
Married woman are not 
distinguished from other 
taxpayers and file their re­
turns separately as ordinary 
individual tax payers.
Spouses are taxed separately 
on their earned income.
Other items of income are 
aggregated and the spouse 
who earns the most is taxed 
on these.
If only one spouse has 
earned incoma, 30% of his/ 
her income with a maximum 
of BF 278,000 is attributed 
to the other spouse and 
is taxed separately.
A minor child, i.e., an 
individual who is under 
18, is taxed on his 
earned income. The invest­
ment income of a minor 
is aggregated with and taxed 
as the income of a parent 
who earns the most.
However, all the Belgian- 
source income of non­
resident spouses without 
a permanent home must
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Denmark Individual;
married couple

Federal Rep. Individual; 
of Germ any married couple 

(optional).

be added together (whereas 
residents and non-residents 
with a permanent home are 
taxed separately on their 
earned income), according 
to the Budget Law 1991.
A married woman is subject 
to separate taxation on, 
inter alia, income earned 
from a business of her 
own, income from employment, 
certain pensions, and 
alimony from a former 
husband. All other income, 
including income from 
property and interest income 
and most deductions must be 
included in her husband's 
tax return. The husband is 
also taxed on the combined 
wealth. Wealth tax is 
calculated on the combined 
wealth and assessed on the 
spouses in proportion to 
their individual wealth. 
Married persons may take 
their spouse's personal 
deduction {pi.see Chapter 
XI(ii)} as well as their own 
if only one is earning 
income. Minor children are 
taxed separately.
Income of spouses is 
determined separately for 
each class of income, under 
normal property status. 
However, married persons 
resident in Germany may 
choose to be assessed either 
jointly or separately.
If children have income of 
their own this is not 
included in the taxable 
income of their parents 
but they are taxed
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Indonesia Individual;
married oouple.

Japan Individual

Korea Individual

Sri Lanka Individual

separately.
Income which a married 
woman earns from a business 
or profession is added to 
that of her husband 
and tax is determined 
on the basis of the total 
income of husband and 
wife.
Income of a married 
woman received from 
employment as an employee 
is considered her income 
if that income is 
subject to a withholding tax 
and is not related to the 
business of her husband or 
another member of the 
family. Income of a minor 
child from sources other 
than work and the income 
from work that is related to 
the business of another 
member of the family is 
added to that of the 
parent.
Income is attributed, in 
principle, to the actual 
beneficiary of economic 
gains, and not to the 
person acting merely as 
intermediary such as agent 
or nominee.
Joint tax filing is not 
allowed; all individuals 
receiving earned income in 
excess of individual 
personal allowances are 
required to file separately.
From assessment year 1979-80 
the statutory income of the 
wife is not aggregated with 
that of the husband.
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Husband and wife are taxed 
separately and must furnish 
separate tax returns.But the 
total statutory income of a 
child (under 18 years) is 
aggregated with that of his 
father, if marriage sub­
sists. If marriage does not 
subsist, child's total sta­
tutory income is aggregated 
with that of the parent who 
maintains the child.

O.K. Individual Husband and wife will be 
taxed independently on 
all income beginning with 
tax year 1990-91.

U.S.A. The specific filing 
categories are:-
(1) Married filing jointly.

Filing of joint or sepa­
rate return by individuals, 
who are married, is 
optional.

(2) Married filing 
separately

(3) Single
(4) Head of Household.

The general effect of a 
joint return is to make 
the combined income of 
both spouses subject to 
lower rates by computing 
the tax on one-half of the 
aggregate income and then 
doubling the tax.
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Tp x  Yivir- or Period

Country (i) Whether a year or more (11) Whether optional or fixed
or less than a year by law

Australia

Belgium

Denmark

Federal Rap. 
of Germany

One year ending on 
June 30.

Individuals are taxed 
on the income of the 
calendar year preceding 
the tax year. For cor­
porations, ooopanies and 
partnerships with finan­
cial years ending Dec.31, 
the tax year is the follow­
ing calendar year. When 
the financial year ends 
on another'date, the 
tax year is the calendar 
year in which the finan­
cial year aids.
Tax year for indi­
viduals is the calendar 
year. Tax accounting year 
for corporations is April
1, through March 31, 
referred to as "the year 
of assessment". Corporations 
may upon registration select 
the closing date and the 
first accounting year may 
exceed 12 months but is 
limited to 18 months.
Tax year is the calendar 
year.

Fixed by law. However, 
the Commissioner of 
Taxation has the power to 
permit the adoption of 
some other date 
(accounting period).
Fixed by law

Fixed by law

Corporation's financial 
year may deviate from the 
calendar year. Financial 
year may not exceed 12
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Indonesia

Japan

Korea

Sri Lanka

months, but shorter finan­
cial years are permitted.

Government's fiscal Fixed by law.
year is April 1 to
March 31. The calendar
year should be used by
individuals for income
tax purposes.
Business enterprises may use 
the fiscal year adopted for 
financial accounting 
purposes; this should be a 
twelve-month period.
One year. Tte accounting period can be

either a calendar or a 
fiscal year, but may not 
exceed twelve months, in the 
case of com>anies.
For individuals, taxable 
income is computed on a 
calendar year basis, from 
January 1 through December 
31. The individual has no 
choice sis to the length of 
accounting period.

The time period for annual Fixed by Law.
tax purposes is 12 months.
Business may use a fiscal 
year, which must be the 
same as is used for 
financial accounting 
purposes.
Tax year for indi­
viduals is the calendar
year.

12 months from 1st April Fixed by law-
of an year to the 31st
March of the following
year.(However, tax payers
are permitted to close
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their accounts on a date 
other than 31st March)

O.K. One year. For individuals,
the tax year commences on 
the 6th April and ends on 
the following 5th April.
The Corporation tax year is 
from 1 April to 31 March.

O.S.A. One year

Fixed by Law.

Either a calendar or fiscal 
year as the taxpayer adopts 
the annual accounting period 
for keeping books. If the 
taxpayer keeps no books, 
the calendar year roust be 
used.
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Raals of Trmnmft annra mtinyr Territorial ✓ 
N a t io n a lit y  nwnw  firw TimnmR Taxation

Chanter TV

Country (i) Whether on realised (ii) Extent of (iii) Nationality and/or resi-
inoome or on accrual territorial dfantial status, whether
basis or on both nexus relevant; if so, to what

extent

Australia As a general rule, 
assessable income 
is to be determined 
on accrual basis. 
However, some departure 
from this rule is 
accepted for particular 
business activities 
or types of income, 
e.g., engineering 
contracts, interest 
from investments.
If the taxpayer 
derives business 
income substantially 
from his own labour 
(as a lawyer or 
doctor practising 
on his own or with 
one or two others), 
he is taxable if 
and when payment 
is received.

Australian For tax purposes, resi-
taxing system is dents are defined as 
on a territorial individuals domiciled 
basis. Residents in Australia (unless 
are liable to tax they can prove their 
on income from permanent homes are 
worldwide sources,elsewhere) and people 
but income derived who have cumulatively 
by residents from spent more than half the 
sources outside tax year in Australia 
Australia (other (unless the Commissioner 
than non-wage of Taxation is satisfied 
income from Papua that their homes are 
New Guinea) is elsewhere). Expatriates 
exempt from on a two-to-four-year
Australian tax tour of duty are usually 
if income tax is taxed as residents, 
paid in the 
country of 
origin.
A nonresident of 
Australia is 
liable to income 
tax on income 
(other than 
interest and 
dividends) 
derived from 
sources in 
Australia only.
A resident cor­
poration pays 
income tax on 
all income,

A company incor­
porated in 
Australia is a 
resident of 
Australia for 
income tax pur­
poses . A corpor­
ation not incor­
porated in 
Austrail ia is a 
resident of 
Australia if it 
carries on busi­
ness in Australia 
and either its 
central manage­
ment and control 
is in Australia
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Belgium

wherever its 
source, unless 
the income is 
specifically 
exempt from 
Australian income 
tax. A non­
resident company 
is subject to 
Australian income 
tax on income 
derived from 
sources within 
Australia only.

or its share­
holders who are 
residents of 
Australia control 
its voting power.

Taxable income is 
the income which 
has been earned 
during the taxable 
period.

Residents of 
Belgium are 
subject to 
taxation on 
their total 
net income

An individual is a resident 
if he, his domicile or 
principal economic 
interests sire in Belgium. 
Resident individuals are 
taxed on their worldwide

from all 
sources. Non­
residents of 
Belgium are 
subject to 
non-resident 
income tax on 
their income 
earned or 
collected in 
Belgium.
Belgium
Tax Administra­
tion may grant 
special tax 
concessions to 
non-Belgian 
executives and 
employees who 
"temporarily" 
work in Belfp.um. 
They are, i n 
fact, treated 
as non-residents 
for tax

income.
Non-residents are:
(i) those who, whatever 
their nationality, have 
their actual and perma­
nent place of residence 
in a foreign country;
(ii) those who have their 
domus, their family, the 
seat of their business and 
of their occupation in a 
foreign country;
(iii) those who have the 
seat of their fortune in 
a foreign country.
Foreign nationals tempo­
rarily resident in Belgium 
enjoy favourable tax status 
if they qualify as active 
partners or directors of 
local or foreign-owned 
firms in Belgium.
Belgium companies and 
foreign entities that have 
their head office, main
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Denmark

purposes. establishment or seat of
management in Belgium are 
subject to corporate income 
tax on business profits 
earned by them. Companies 
which do not have their 
registered office, main 
establishment or place of 
management in Belgium are 
subject to non-resident 
income tax.

Both A Danish resi­
dent corporation, 
one registered 
in Denmark, is 
subject to 
corporation tax 
on its worldwide 
profits, includ­
ing capital 
gains.
A non-resident 
corporation, 
carrying on a 
trade in Denmark 
through a perma­
nent establish­
ment or entitled 
to a share of 
the profits of a 
permanent 
establishment, is 
subject to tax 
on all income 
arising through 
or received from 
the permanent 
establishment.
An individual 
resident is sub­
ject to full tax 
liability,i.e., 
tax on income and 
capital gains on 
his worldwide incorre 
and gains received or

Persons who maintain a 
domicile in Denmark or 
who remain in the country 
for 6 months or more are 
considered residents and 
incur full tax liability.
Under Danish law, a resi­
dent individual who moves 
out of Denmark continues 
to be considered a Danish 
resident for upto 4 years 
after departure, unless 
he can prove that he is 
subject to tax as a resi­
dent by another State and 
that the tax inposed in 
such other State is not 
clearly more lenient than 
Denmark's tax.
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Federal Rep. 
of Germany

accrued subject to any 
foreign tax reliefs.
An individual who is 
not a resident of 
Denmark is subject 
to limited tax 
liability, i.e., 
tax on income and 
capital gains received 
or accrued in relation 
to an activity exercised 
in Denmark, subject to 
any foreign tax relief. 
The main criteria for 
full and limited tax 
liability are resi­
dence, length of stay, 
place of work, employer's 
residence and type of 
income.

Accrual basis 
{For construction 
companies, the 
cornpleted-con tract 
method must be used}.

Resident tax 
payers are 
subject to tax 
on their world­
wide income 
(unlimited tax 
liability), 
while non­
residents are 
subject to tax 
only on certain 
specified income 
from German 
soruces (limited 
tax liability). 
Foreign resi­
dents , whether 
corporations or 
individuals, 
are not subject 
to Gemvir: income, 
corporation 
and trade income 
tax on business 
income unions 
a permanent

As a general rule customary 
place of abode, and thus 
tax residence, is deemed to 
exist, if the individual's 
stay in Germany exceeds six 
months. Once the six- 
month period has expired, 
tax residence dates back to 
the beginning of the 
period. It is not necessary 
for the six-month period 
to be completed within one 
calendar year.
A company is considered to 
be resident in Germany if 
either its place of 
management or seat of 
business is located in 
Germany. A person is 
considered to be resident 
in Germany if either his 
residence or customary 
place of abode is in 
Germany.
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establishment is 
maintained in 
Germany.

Indonesia On both A resident tax­
payer is subject 
to tax on his 
total worldwide 
income.
A non-resident 
is liable to 
income tax only 
on his income 
from Indonesian 
sources.
A resident 
conpany is 
taxed on world­
wide income. The 
taxable income 
of a non-resident 
company is the 
gross amount of 
income received 
or derived from 
Indonesia. The 
director-general 
of tax determines 
the residence 
status based on 
"facts and 
circumstances".

Nationality or citizenship 
is not considered in the 
assessment of liability to 
income tax.
The term "resident" is 
defined as any individual 
present in Indonesia for 
more than 183 days in any 
twelve-month period, or 
any individual present in 
Indonesia during a tax 
year and having the 
intention to reside in 
Indonesia.
Foreigners who work in 
Indonesia for 183 days or 
less without the intention 
of remaining for a longer 
period of time are non­
resident taxpayers and are 
subject to a flat 20% 
tax (withheld at source) 
on their Indonesian- 
sourced income.
A resident company is one 
that is registered or 
domiciled in Indonesia.

A nonresident org­
anisation or 
entity (including 
companies) means 
any taxpayer 
that is not 
established or 
domiciled in 
Indonesia.
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Japan

Generally, the 
place where the 
financial deci­
sions are made or 
where the manage­
ment direction of 
the business 
originates, is 
considered the 
place of domicile.

On both. A domestic corpo- (1) Non-residents are
ration is taxed those foreigners staying
(Mi its worldwide in Japan for less than 
income and can one year, and are taxed 
claim foreign according to special rates
tax credit. normally a flat 20% with­

out deductions on income 
A foreign corpo- from services in Japan -
ration with a no matter where it is 
fixed place of paid, 
business in Japan
is subject to (2) Nonpermanent residents
Japanese corpo- are those in Japan for 
rate income taxes more than one year but 
on its Japanese- less than five years and 
source income are taxed at normal rates 
and cannot claim on income from Japanese 
foreign tax sources and on income
credits. received in Japan from

other sources.
A foreign corpo­
ration that does (3) A resident is an
not have a fixed individual who has a
place of business Japanese domicile or has 
in Japan is also his residence in Japan 
subject to for one year or more.
Japanese income The term "domicile" is 
taxes on certain defined in the Civil Code
items of income, as the place in which a

person has "the base and 
centre of his life". 
Residents pay taxes on 
total worldwide income.
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Korea

A domestic corpo­
ration is a cor­
poration having 
its head office 
or main office 
in Japan.
A company incor­
porated in Japan 
is a domestic 
corporation, 
regardless of the 
nationality of 
its shareholders.
A corporation 
other than a 
domestic corporation 
is regarded as a foreign 
corporation.

The general rule is 
that the accrual 
method of accounting 
must be used by 
companies. The cash 
basis may be used 
by other forms of 
business organisation 
if approved is 
obtained from the 
tax authorities.
In the case of busi­
nesses which are 
required to 
instal cash regi­
sters , tax is 
imposed on receipt 
basis.

Domestic enter­
prises are tax­
able on their 
worldwide income. 
Foreign companies 
and their Korean 
branches are sub­
ject to Korean 
corporation tax 
only on income 
derived from 
sources within 
Korea.
Korean citizens 
and individuals 3) 
considered as 
residents for 
tax purposes 
are subject to 
Korean income tax 
on worldwide 
income. An 
expatriate who is 
deemed to be a 
non-resident is

A Korean national. 
Resident:
A resident is a person 
who has a domicile in 
Korea or who has 
resided in Korea for 
one year or longer.
Non-resident:
An individual who is 
not deemed to be a 
resident.

If a foreign 
entity is deemed 
to have a physi­
cal presence 
(i.e. permanent 
establishment) in

All individuals in Korea 
are classified as one 
of the following for 
income tax purposes•-
1) Citizen:

2)



Chapter IV 18

taxed only on 
Korean source 
inoome and is 
not subject to 
the defence sur­
tax. A non­
resident is not 
allowed all of 
the personal 
deductions grant­
ed to residents.

Korea, that entity 
is considered to 
be a "resident 
taxpayer" and is 
subject to Korean 
corporate tax and 
surtaxes cal­
culated at the 
same rates as 
for Korean 
Corporations.
A domestic cor­
poration is a 
corporation having 
its head office 
or main office 
in the Republic 
of Korea.
A foreign corpo­
ration is any 
corporation 
other than a 
domestic corpo­
ration.

Sri Lanka On both. A resident 
person is 
liable to tax 
in Sri Lanka 
on his income 
arising in 
Sri Lanka and 
that outside 
Sri Lanka.
A non-resident 
person is liable 
to tax in Sri 
Lanka only on 
his inoome 
arising in, 
or derived from, 
Sri Lanka.
A resident 
conpany is

(a) An individual who 
stays in Sri Lanka for 
183 days or more (in 
aggregate), is consi­
dered resident through­
out the year if he is
in Sri Lanka on the last 
day of that year.
(b) If he is not in Sri 
Lanka on the last day of 
that year, he is resident 
from the day of arrival 
to the last day of de­
parture from Sri Lanka.
(c) An individual deemed to 
be resident for 2 years 
will be treated as non­
resident only if he is out
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O.K.

liable to tax 
on its world­
wide income.
A non-resident 
is liable to be 
taxed on profits 
and income 
arising in or 
derived from 
Sri Lanka.

of Sri Lanka for a conti­
nuous period of 12 months. 
(Visits to Sri Lanka, not 
exceeding 30 days in 
aggregate will not prevent 
him becoming a non­
resident) .
(d) A non-resident will 
become resident only if 
he spends an aggregate 
of 183 days or more in 
Sri Lanka during an 
assessment year.
A company is 
deemed to be 
a resident 
cocnpany if it 
has its regi­
stered or 
principal 
office in Sri 
Lanka, or if 
the control and 
management of 
its business 
are exercised 
in Sri Lanka. 
All other 
companies are 
nonresident.

Both Resident conpan- 
ies in the U.K. - 
including 
the UK sub­
sidiaries of 
foreign companies 
- are subject 
to corporate 
taxes cxi world­
wide profits, 
regardless of 
where they arise.
Non-resident

A company is 
defined as 
resident if it 
is incorporated in 
the UK or if its 
"management & 
control" are in 
the UK, regard­
less of where it 
is incorporated.
Any person who 
spends six months 
or longer in the
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companies are 
subject to cor­
porate taxes 
only on the 
profits relating 
to business 
carried out in 
the U.K. through 
a branch or 
agency and to 
income tax on 
any other income 
arising from UK 
sources.
Normally the 
profits of a 
foreign sub­
sidiary of a UK 
company that are 
retained in the 
subsidiary are 
not taxable in 
the UK.
Profits of a 
foreign branch 
of a UK resident 
company are 
subject to cor­
poration tax 
whether they are 
repatriated or 
not.
Earnings by a 
person normally 
resident in UK 
from a job over­
seas lasting 365 
days or more 
are not subject 
to taxation in 
UK.

UK in the tax year 
in question will 
be regarded as 
resident in tbs 
UK for that year.
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While generally 
considered to be 
domiciled abroad, 
non-UK nationals 
in UK who work 
for UK resident 
employers are 
subject to the 
same tax rules 
as UK nationals 
on income earned 
both within 
and outside UK.
An individual who 
is "resident and 
ordinarily resi­
dent and domi­
ciled in UK"
(for all practi­
cal purposes this 
excludes non- 
UK nationals) is 
subject to full 
UK tax on all 
income from 
foreign and 
domestic sources 
whether remitted 
to UK or left 
abroad.
Non resident 
individuals are 
liable to income 
tax only on UK 
source income and 
are not generally 
liable to capital 
gains tax except 
on UK source 
gains from assets 
connected with a 
trade carried on 
in UK. .
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Income arising 
from property is 
deemed to arise 
in the country 
in which the 
property is 
located, e.g. 
dividend income 
is deemed to 
arise in the 
place where the 
share register is 
maintained.
Income from 
enployment is 
usually regarded 
as arising in the 
country where the 
work is carried 
out, subject to 
any provision in 
a relevant double 
tax treaty.

U.S.A. On both. The cash 
method entails the 
reporting of income 
when actually or 
constructively 
received, while the 
accrual method 
requires the reporting 
of income when all 
events have occurred 
that fix the right to 
receive such income.

Corporations in­
corporated in the 
U.S. are subject 
to U.S. taxation 
(xi their world­
wide income, 
whereas foreign 
corporations 
(i.e., non-U.S. 
corporations) are 
subject to U.S. 
tax only on their 
U.S. source 
income.

Beginning in 1985, adiens 
who have entered the U.S. 
as permanent residents 
and who have not offici­
ally surrendered or lost 
the right to permanent 
U.S. residency are taxed 
as U.S. residents.

Domestic tax­
payers including 
resident alien 
individuals, are 
taxable on their 
worldwide income.



Foreign taxpayers 
are taxable on 
inoome connected 
with a U.S. busi­
ness, on certain 
non-business 
income from U.S. 
sources, and on 
gain realised 
from the dis­
position of a 
U.S. real 
property
interest. Foreign 
taxpayers are 
allowed a foreign 
tax credit only 
in limited cir­
cumstances.
A basic rule in 
the taxation of 
foreign cor­
porations is that 
inoome connected 
with a U.S. 
business of the 
foreign corpor­
ation is taxed 
separately from 
income that is 
not so connected. 
Business income 
from U.S. sources, 
and certain types 
of foreign source 
business income, 
are taxed at the 
rates applicable 
to a domestic 
corporation. U.S. 
source non-busi­
ness inoome is 
taxed at a flat 
rate of 30 per 
cent on gross 
income, unless
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a lower rate 
is applicable 
under a treaty. 
Only certain 
classes of 
non-business 
income are 
taxable.
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Onnpitat.lon of Timmn for Tax Rirposes
Chanter V

Country Riles regarding scope of taxahle income and deductions for expenditure 
incurred oa earning inooma under different heads, viz.

(a) Employee (b) Investment income* (c) Business and professicn-
oriwnsnt.im al inoome
income*

Australia As from 1st July 1987, 
dividends paid by resident 
conpanies qualify for full- 
inputation credits, provided 
they are paid out of a quali­
fying dividend account made 
up of profits already taxed 
at the regular 39 per cent 
corporate rate. The credits 
are used by the recipient of 
such “franked" or "quali­
fying" dividends effectively 
to avoid further tax on the 
income. (Excess credits may 
be used to offset tax on 
other inoome but may not 
be refunded.)
Qualifying dividends 
paid to nonresident 
recipients are free 
of tax (but carry no 
imputation credit).
Stock dividends paid 
out of a genuine 
share premium 
reserve are not 
taxable.
On foreign-sourced 
dividends, however, 
the taxpayer is 
granted a credit for

The Australian taxation 
system does not tax 
profits as such, either 
for companies or indi­
viduals . It taxes 
gross income and allows 
a deduction for 
expanses.
The general rule on the 
deductibility of busi­
ness expenses, or 
expenses incurred in 
gaining income other 
than through a busi­
ness, is that a deduc­
tion is allowable for 
any loss or outgoing 
incurred in gaining or 
producing assessable 
inoome or in the course 
of carrying cm business 
for the purpose of 
producing such income.
A deduction is not 
allowable for any loss 
or outgoings of capital 
or of a capital, private 
or domestic nature. A 
business expense must 
be appropriate for the 
particular business 
being carried on,

* Deductions admissible under these heads are dealt with in chapter XIII.
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Individuals must the lesser of either 
include in their the Australian tax 
taxable applicable or the
income salary. foreign tax paid, 
wages, any (The foreign income
allowances, is grossed up for
gratuities, any foreign tax
benefits, paid.)
bonuses or other
perquisites Rental and leasing
granted in income is included
relation to in the recipient's
employment assessable income.
(e.g. subsidized 
rent or living 
accoranodation, 
home leave, cost 
of living 
allowances, over­
seas allowances 
for expatriates, 
education allow­
ances, etc.).
Employment 
income also 
includes 
directors' 
fees, payments 
for services 
as a percentage 
of profits, as a 
corcmission on 
sales.

although it may not be 
essential.
In addition to 
deductions allowable 
under the general rule, 
there are a number of 
specific deductions 
provided for in the 
tax law for expenditures 
that would not qualify 
under the general rule.
Subscriptions paid to 
trade, business or 
professional associ­
ations atre deductible 
under the general 
rule.
Interest is deductible 
if the borrowings are 
used in a business to 
produce assessable 
income. As for 
royalties, technical 
assistance and service 
fees, there is no 
restriction within the 
tax law itself regarding 
the deductibility of 
such charges, except 
for the general power 
vested in the 
Commissioner in relation 
to companies controlled' 
by non-residents.
A company can deduct 
(subject to certain 
statutory limits and 
conditions) contri­
butions to a super­
annuation fund for the 
benefit of its
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employees, including 
directors.
A deduction is allow­
able only if trade debts 
are bad and if they are 
actually written off in 
the accounts during the 
year of income.
A bad debt is not 
allowable as a deduc­
tion to a company un­
less there is more than 
50 per cent continuity 
in ownership of the 
shares, or the sane 
business is carried on 
in both the income year 
in which the debt arose 
and the income year in 
which it was written 
off.
A deduction is allow­
able for repairs to 
property used to produce 
assessable income. 
However, to the extent 
the repair improves 
the property, the 
relevant expenditure is 
regarded as a non­
deductible capital out­
going.
If a company incurs 
expenditure in obtain­
ing a loan (which 
normally would be 
capital in nature), 
e.g. legal expenses, 
mortgage expenses or 
commitment fees, the 
expenditure is deducti­
ble by instalments over 
the term for which the 
money is borrowed,
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BnlgiiH Ercployment 
Iikxxds and 
pension income 
are Included 
In the taxable 
income.
Director's fees 
are taxable as 
earned incone 
in the hands 
of the 
recipient.

For individuals, the gross 
dividend plus a tax credit 
of 50 per cent of the net 
dividend form part of the 
individuals' taxable income. 
However, from assessment 
year 1990 onwards, the 
imputation system is 
abolished and therefore 
this special tax credit is 
no longer available. 
Dividends received by a 
Belgian company whether 
from local or foreign 
firms are subject to with­
holding tax of 25%. 90% of 
the gross dividend is 
treated as definitively 
taxed income not subject 
to corporate income tax. 
(This percentage is reduced 
to 85 per cent for cor­
porations that own shares 
with certain investment 
value).
Income from movable and 
immovable property is 
included in the aggre­
gate inoome which is 
taxable.

subject to a maximum 
term of five years.
Expenses are deductible 
provided that they are 
expended to obtain or 
maintain the enter­
prise 's income. There 
is no prohibition 
against payments to 
affiliates provided that 
the transaction is com­
parable to an arm's 
length transaction with 
a third party.
Interest payments upto 
a ceiling, fees and 
royalties are treated 
as deductible expenses.
Some expenses are only 
deductible in part:-
1) 3/4 of the running 
expenses of motor cars 
and mini vans other than 
financing costs and 
petrol which remain 
fully deductible, 
except that this 
disallowance does not 
apply to taxies, 
driving schools and 
hire companies;
2) restaurant expenses 
for 50%;
3) expenses for public 
relations for 50% with 
a few exceptions.
Within specified limits 
and under certain 
conditions, gifts are 
deductible.
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Denmark Danish law does 
not contain an 
enumeration of 
various sources 
of income which 
are taxable. It 
merely distin­
guishes as far 
as ordinary 
Income is con­
cerned, between 
personal Income 
and inoome from 
capital, whereby 
personal income 
is deemed to 
include all 
taxable income 
which is not 
inoome from 
capital.
Personal income 
includes 
employment 
income.

Interest income receivable 
is considered taxable inoome.
Dividends received from 
Danish companies, in which 
the recipient holds less 
than a 25 per cent interest 
and dividends from overseas 
are subject to corporation 
tax. Dividends received from 
Danish companies, in which a 
coopany holds more than a 
25 per cent interest, are 
exeropt from corporation tax. 
Dividends from wholly owned 
foreign subsidiaries may be 
tax exempt where the Danish 
parent company is taxed 
jointly with the sub­
sidiaries .
Dividends distributed by 
a Danish corporation are 
subject to a 30% with­
holding tax, which is 
final for non-residents.
The tax on dividends 
received by shareholders 
will be 30% on the 
first Dkr. 30,000 p.a. 
and 45% on the excess, 
effective from 1991.
Inoome from movable and 
immovable property is 
included in the taxable 
income.

Directors' fees are 
deductible from assess­
ment year 1991.
Foreign taxes which are 
not eligible for the 
foreign tax credit may 
be deducted as a 
business expense.
Royalties and service 
fees constitute business 
income and are taxable.
Expenses are generally 
deductible if they are 
incurred in order to 
"obtain, ensure and 
maintain" the inoome. 
Capital expenditures are 
not deductible except 
for fixed assets costing 
D.K. 1,800 or less per 
unit, or with an esti­
mated economic lifetime 
below three years.
There are no territorial 
limits and no prohibi­
tions , as such, against 
payments to affiliates.
All interest paid to 
banks and third parties 
whether domestic or 
foreign, is deductible 
for tax purposes.
Royalties and service 
fees are deductible if 
paid in arm's length 
transactions. Foreign 
exchange losses are 
deductible.
Net taxable income is 
arrived at by adjusting 
the accounting profits 
for non-taxable income
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Federal 
Bap. of 
Genaqr

Indonesia

Wages paid to 
employees, 
expense allowance 
received by an 
employee from 
his enployer and 
all remuneration 
paid to a resi­
dent director 
are taxable.
Generally, 
pensions and 
widow's and 
orphan's 
allowances are 
fully taxable; 
however, a tax- 
free allowance 
is granted.
(40% subject 
to a maximum 
of EM 4,800 p.a.)

Investment income roust be 
included in the taxpayer's 
tax return at its gross 
amount if it is subject to 
withholding taxes.
Interest, royalties and 
dividends constitute busi­
ness inoome if received 
by a corporate enterprise 
and are subject to corporat­
ion profits tax at normal 
rates.
Interest on certain 
government bonds may 
be exempt from tax.
For dividends (and 
other distributions) 
paid by resident companies, 
resident shareholders 
are entitled to a 
"special tax credit" 
corresponding with the 
rate of (36%) corporate 
income tax on distributions; 
non-res idents are not 
entitled to this credit.

Wages and Investment inoome is
salaries, comm- included in the income 
issions, bonuses, subject to tax. 
pensions or other
compensation for Dividends from stocks traded 
work performed on the Jakarta Stock Market 
are included in and those from certificates 
the taxable in- yielding no more than

and non-deductible 
items, various tax 
reliefs such as allow­
ance on inventories, 
investment allowance 
and substituting book 
depreciation by tax 
depreciation.
As a rule, for indi­
viduals all business- 
related expenses and 
income-connected 
expenses are deductible. 
There are no general 
standard deductions for 
business-related 
expenses,but individuals 
with income arising 
mainly from independent 
occupations.
A company can deduct all 
business expenses (i.e., 
operating expenses) that 
are directly connected 
with taxable income. 
Deductions, for expenses 
in connection with the 
production of tax-exenpt 
income may, however, be 
limited.
One half of all bene­
fits and compensation 
paid to members of the 
supervisory board in 
relation to their 
supervisory services is 
not deductible.
Taxable net income is 
defined as gross income 
minus the costs of 
soliciting, collecting 
and maintaining revalues 
the costs of material & 
wages, fees, interest, 
rent, royalty, travel
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Japan

00(08. Conpany- 
provided housing, 
clothing, 
transportation, 
meals, etc. and 
overseas and 
other allow­
ances are 
included in an 
employee's 
inoome if they 
are deducted as 
costs in the 
employer's tax 
calculations.

Rp. 960,000 p.a. are exempt 
from inoome tax.
Interest from savings 
schemes like TASKA 
(Time Insurance Savings) 
and TABANAS (National 
Development Savings) 
derived by residents 
of Indonesia is exempt 
from Income tax.

Taxable employ- • With effect from account-
ment inoome ing periods beginning on or
includes after 1 April, 1990, divi-
salaries, wages, dends received by a domestic 
pensions, bonuses corporation in respect of a 
and other allow- shareholding of at least 25% 
anoes of a in another domestic oorpo-
similar nature ration are generally exempt
(e.g. overseas from corporation tax. If the 
living allow- shareholding is less than
ances, child- 25%, 80% of the dividends
ren's edu- is generally exenpt and
cational allow- 20% is included in
ances, etc.) taxable income,
and annuities
paid by the Debt-for-equity swap
social insurance profits sire not considered
system and the taxable income,
qualified
pension. Interest and dividends are

or may be taxed separately 
Retirement from other incomes under
income is taxed the speciail Taxation

expenses, bad debts, 
insurance premiums 
administration costs 
and levies (except 
inoome tax), depre­
ciation and amortiza­
tion approved pension 
funds, and losses 
sustained in the 
operational process.
Insurance premiums paid 
for the benefit of 
employees are tax 
deductible for the 
company, provided 
the premiums are tax­
able to the employees.
Fringe benefits of 
recreational as well 
as social or personal 
character are non­
deductible.
In general, all costs, 
expenses, and losses 
incurred during an 
accounting period are 
tax deductible unless 
otherwise provided for 
in the laws.
Royalty and interest 
payments are treated 
as operating expenses 
and are deductible.
Deductions can be take? 
for a bad-debt reserve! 
a price-fluctuation 
reserve and several 
other reserves.
Income such as rents, 
professional fees, etc 
are also aggregated 
with other sources of
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Korea

separately from 
other incomes 
under the Inoome 
Tax Law, but 
50% is deducted 
after sub­
tracting a 
special 
deduction.
Employment 
income includes 
wages and 
salaries, labour 
allowance, 
family allow­
ance, inflation 
allowance, duty 
allowance, 
technical 
allowance, 
health allow­
ance, research 
allowance, 
over-time work 
allowance, 
oonraxtation 
allowance, 
food allowance, 
housing allow­
ance, clothing 
allowance, 
stipend or fixed 
monthly allowance 
for travel 
expenses, 
insurance 
premium paid on 
behalf of 
employees, enter­
tainment allow­
ance, and other 
allowances of 
similnar nature.

Measures Law temporarily. inoome after deduction
of necessary costs and 

Income from immovable and expenses,
movable property is taxable.

All interest not subject to 
tax withholding must be 
included in gross income.
Corporate tax is not levied 
on interest from national 
savings association deposits 
and on inoome derived from 
property in charitable 
trusts.
Dividends paid to share­
holders are subject to 
withholding tax.
Intercompany dividends 
on common stock are included 
in taxable inoome when such 
dividends are declared.
Stock dividends upto 50 
per cent of total dividends 
are permitted, and are 
taxable.
Income from movable and 
ininovable property is 
taxable.

Gross inoome consists 
of gains, profits, 
inoome from trade and 
commerce, dealings in 
property, rents, 
royalties, service 
fees, and income derived 
from any transactions 
carried on for gain 
or profit.
Taxable profits are 
defined as gross 
proceeds (less any 
sales returns, allow­
ances or discounts) 
less the cost of goods 
sold or services 
provided and other 
amounts that are ail low- 
able as deductions.
In general, expenses 
which decrease the 
assets of the 
corporation are 
deductible, except the 
refund of capital or 
stocks, appropriation of 
surplus and other 
prescribed items, 
subject to requirements 
of documentary 
support. An exception to 
documentation require­
ments exists with res­
pect to "confidential 
expenses", the amount
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of which is limited to 
1 per cent of issued 
capital plus 0.05 per 
cent of gross revalue.
Interest incurred in 
the normal operation 
of an enterprise is 
deductible so long as 
the related loan is 
used for business 
purposes.
Payment of royalties 
and service fees 
relating to production 
or manufacturing tech­
nology roust be included 
in the cost of pro­
duction.
Insurance premiums paid 
to a local or foreign 
insurance ootnpany are 
deductible if the 
business enterprise is 
the listed beneficiary.
All taxes, other than 
inoome tax plus sur­
taxes, are deductible.
Such rural sideline 
inoome as prescribed by 
Presidential Decree,
i.e. inoome derived 
from husbandry, fish 
farming, straw products 
and others operated 
by farmers and fisher­
man as sideline 
activities, is exempted 
upto W 2.4 million a 
year. This ceiling 
does not apply to 
income from husbandry.

Sri Lanka Employment Inoome from interest is the The Inland Revenue Act
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income includes 
any wages, 
salary, leave 
pay, fee, 
pension, cornu- 
ission, bonus, 
gratuity, per­
quisite, value 
of any benefits 
to the eiqployee, 
any allowance 
so granted for 
the benefit of 
the employee, 
any retirement 
gratuity, any 
sums received 
in commutation 
of pension, any 
amount paid 
from an 
approved pro­
vident fund to 
an employee at 
the time of his 
retirement, 
rental value 
of residence 
provided rent- 
free, excess of 
the rental value 
over the rent 
paid where 
residence is 
provided by an 
employer at a 
rent less than 
rental value, 
any sum received 
as compensation 
for the loss of 
any office or 
employment, 
value of holiday 
warrant or 
passage and any 
amount paid from 
a regulated

full amount falling due 
whether paid or not. No 
deductions are allowed 
for expenses in earning 
interest income.
Interest receivable by an 
individual from National 
Savings Certificates, 
Deposits in the National 
Savings Bank, in NRFC 
accounts or FCBU, etc. 
are exempt.
Dividend income is taxable. 
However certain dividends, 
such as those declared by 
a tax holiday company, are 
exempt.
An individual is exempt 
from income tax on dividends 
received upto a maximum of 
Rs. 12,000/- for an 
assessment year.
Where land and improvements 
thereon are let by the 
owner, the owner is charged 
to tax on the gross rent 
less rates paid by the 
owner.
Income from letting of 
commercial premises by 
a company is treated as 
business income and is 
taxed.
Rentals from movable 
property are taxed as 
business income or as 
income from other sources.

does not provide a 
list of allowable 
expenses but 3 tests 
are provided by the 
Act:
- Is it an expense 
incurred by the 
assessee in the pro­
duction of the income?
- Is it specially 
authorised to be 
deducted?
- Is the deduction pro­
hibited under the 
Inland Revalue Act?
Thus, generally, all 
outgoings and expenses 
actually incurred by 
the assessee in the 
production of income 
are deductible unless 
specifically excluded.
The net income after 
deducting all allowable 
expenses from the gross 
inoome only is taxed.
In computing the net 
inoome, however, certain 
expenses are disallowed 
and adjustments made for 
such disallowable 
expenses (S. 23 & 24). 
Interest on loans and 
other debts is generally 
deductible in arriving 
at the income for corpo­
ration profits tax. 
Payments of royalties 
for the use of patents, 
copyrights, secret pre- 
cesses , formulas and the 
like are deductible by 
the paying company from
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provident fund. income.

O.K. Income is 
charged under 
Sch.E in respect 
of any office 
or employment 
on emoluments 
therefrom. 
Emoluments 
include all 
salaries, fees, 
wages, per­
quisites and 
profits what­
soever.

Investment (unearned) income 
is combined with earned 
inoome to arrive at 
taxable income.
Dividends and other 
distributions received 
from UK resident 
companies are excluded 
from the tax base in 
computing a company's 
taxable profits; these are 
regarded as "franked" 
for corporation tax 
purposes and are not 
subject to further taxation 
in the hands of a corporate 
recipient.

Deduction is also 
allowed for annuity, 
ground rent and losses 
(including unabsorbed 
depreciation).
Firms may deduct from 
gross trading profits 
all expenditures that 
are "wholly and ex­
clusively laid out for 
the purposes of the 
trade".
tMunicipal and other 
indirect taxes are 
deductible.
"Short interest" 
(broadly interest on 
loans of less than one 
year) and U.K. bank 
interest are generally 
deductible by trading 
companies in computing 
trading inoome. Other 
interest may be 
deducted from profits 
only if it qualifies 
as a "charge on income'
Changes on inoome com­
prising principally 
annual interest, 
royalties for the use 
of a U.K. patent, 
mineral rents and 
royalties, covenanted 
donations, which are 
not deductible in 
computing the profits 
arising from a parti­
cular source, are 
deducted from a 
company's total 
profits from all
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sources.

U.S.A. Earned income
inclues wages, 
salaries, 
oooinissions, 
tips, net 
profit from 
self-employment 
and money 
received as 
condensation 
for personal 
services 
rendered. It 
also includes 
any part of a 
scholarship or 
fellowship 
grant that must 
be included in 
gross income.
All compensation 
for personal 
services, no 
matter what the 
form of payment, 
nust be included 
in gross income. 
The amount of 
compensation to 
be reported on 
the return is the 
gross amount 
before any 
reductions for 
withheld inoome 
tax or social 
security taxes, 
dues, insurance 
or other 
deductions by 
the employer.

Interest is includable in 
gross inoome, except for 
interest on obligations of 
a state, a U.S. possession 
or any political sub-division 
of either of the foregoing. 
Private-activity bond 
(industrial development bond) 
interest may also be exempt.
A corporate distribution of 
earnings and profits to its 
shareholders is includable 
in gross income as a 
dividend. However, a 
corporation is entitled to 
certain special deductions, 
including a deduction with 
respect to dividends 
received from certain 
corporations. A deduction 
is generally allowed equal 
to 80 per cent of the 
dividends received from 
taxable domestic corporations 
Dividends received from a 
foreign corporation will also 
qualify for this deduction if 
at least 10 per cent of its 
stock (by vote and value) is 
owned by a domestic 
corporation.
Rental income is taxable 
and may be offset by 
deductions claimed for 
depreciation, mortgage 
interest, and repair 
and maintenance costs.

Corporations are 
entitled to deduct 
ordinary and necessary 
expenses paid or 
incurred during the 
taxable year in the 
conduct of their 
business. Some 
expenses, although 
ordinary and necessary 
from a business stand­
point, are not deducti­
ble, e.g. illegal bribes 
and kickbacks. Other 
expenses, e.g. charit­
able contributions and 
business gifts, are 
deductible subject to 
limitation.
Capital expenditures 
are generally deductible 
only through depre­
ciation, depletion or 
.amortization over the 
useful life of the 
property, or as the 
basis of property in 
determining gain or 
loss.
There are no terri­
torial limits cn busi­
ness expenses. Payments 
to affiliates are 
deductible if they 
reflect an arm's- 
length charge.
A corporation may 
generally deduct all 
interest paid or 
accrued during the 
taxable year. However, 
insufficient capitali-
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sation may result in the 
treatment of debt as 
equity, with a resulting 
denial of a deduction 
for related interest 
payments.
Royalties and service 
fees are deductible.
Remuneration for 
employee services is 
deductible.
Insurance premiums are 
generally deductible. 
However, insurance 
premiums on the life 
of a key employee are 
not deductible if the 
corporation is the 
beneficiary of the 
policy. Self-insurance 
reserves are not 
deductible.
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Chapter VI 

Trnalnmt. o f  Capital Gain

Country (i) Whether taxable or not; if (ii) Distinction between start-term
taxable, whether as part of inoone and long-tarsi capital gadns;
taxation or as a separate base for period of holding for long-
taxaticn tern capital assets.

Australia For assets acquired after Sept. 19,
1985, capital gains are subject to 
tax at ordinary rates. In deter­
mining a gain, the cost base is 
adjusted for changes in the 
consumer price index. Capital 
losses can be deducted only against 
capital gains, and the cost base in 
calculating losses is not adjusted 
for inflation.

Profits from the sale of assets 
sold within 12 months are auto­
matically taxed. If a sale 
occurs after 12 months, tax 
liability depends on whether 
the taxpayer intended resale 
at a profit.

Bftlgit—  Capital gains realised by corporations 
are included in their taxable income 
and may, in certain circumstances, be 
taxed at a reduced rate.
Capital gains realised by individuals 
not engaged in business activities are, 
in principle, not taxable. However, 
exceptions are made in certain cases, 
e.g. disposal of lard resold within 5 
years.
Special rates are levied on the 
capital gains on the sale of securities 
arising from a speculative transaction, 
on the sale of unimproved real property 
held for less than eight years.

Profits made on the sale of 
land, buildings, machinery, 
equipment and investments held 
for at least five years are 
fully exempt provided the pro­
ceeds of the sale are reinvest­
ed in Belgium, within three 
years, in tangible or intangi­
ble assets, other than goods, 
bonds and the like. When proper 
reinvestment is not foreseen, 
such profits are taxable at the 
rate of 50 per cent of the 
corporate income tax.

Capital gains on shares or partici­
pations, held for purposes of business 
activity for more than 5 years prior 
to the alienation, remain totally 
tax-exempt provided that an amount 
equal to the resale price of the 
assets concerned is reinvested 
within 3 years of the first day
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Denmark

Federal 
Rap. of 
Ganenjr

Indonesia

of the financial year in which the 
capital gain is realised. When no 
reinvestment is made, these capital 
gains will be taxed at a rate 
equal to 50% of the corporate income 
tax rate.
Capital gains are normally included in 
taxable income. However, if a depreci­
able piece of machinery or other equip­
ment is sold for more than its book 
value, the capital gain is usually not 
taxed.
Special rules apply to buildings.
Capital gains on the sale of shares 
sold as part of a liquidation vary 
with the number of years the shares 
have been held.
Capital gains from horizontal and 
vertical mergers are not taxed.
Individuals sure subject to a 
“special" income tax (50%) on certain 
capital gains.
Yes. All income received by a company 
is classified as business income and 
are taxed at normal rates. No special 
rates apply to capital gains or losses. 
Individuals are generally not taxed 
on gains from the sale or other dis­
position of non-business property. 
(However, so called speculative 
transactions, i.e. short-term gains 
on thB disposal of certain property 
within certain statutory period are 
taxed at normal rates.)
Capital gains - those arising from 
the sale of a company's capital 
equipment - are taxed as ordinary 
income, while capital losses are 
tax deductible.

For the sale or liquidation 
of shares owned for less than 
three years, a gain is fially 
taxable as ordinary income, 
while a loss may be deducted, 
but only against gains from 
the selling of other shares 
held less than three years.
For the sale or liquidation of 
shares owned for more than 
three years, gains are tax- 
free and losses may not be 
deducted.

Sale of non-business property 
considered speculative.(e.g two 
years for read estate and six 
months for securities) is taxed 
at normal rates as (short-term) 
capital gain while the gain is 
not taxed if these assets are 
held for longer periods.

None.

Normal income tax rate applies
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Japan

Korea

for sale of property after adjust­
ment of the (procurement) market 
value by conversion factors set by 
Ministry of Finance.
Under capital market regulations, 
capital gains resulting from the 
sale of shares to the public are 
tax free. Capital gains realized 
while a conpany is enjoying 
a tax holiday are subject to 
corporate taxes at normal rates.
Yes, taxable.
Corporate capital gains are fully 
taxable in the same manner as 
profits or other corporate income 
and capital losses are fully 
deductible, but gains and losses 
arising from portfolio transactions 
are tax exenpt.
Personal capital gains (after certain 
deductions) are generally included 
in taxable income and are taxed 
at normal rates. Capital gains 
derived from securities are generally 
taxed separately from other income 
at the rate of 20%. Real property 
gains are taxed separately from other 
income.
Specific kinds of capital gains are 
given special tax treatments based 
on the taxpaying ability of the 
taxpayers concerned.
A distinction is made between capital 
gains from the transfer of reed 
property and other capital gains.
Yes, taxable.
Capital gains by corporations are 
treated as ordinary income. Certain 
real property gains are subject to 
additional special corporation taxes.

In the case of transfer of 
land, short term capital gains 
are those arising on the sale 
of assets held for 10 years or 
less. An additional tax is 
inposed on short term capital 
<?ains from the transfer of » 
land or the right to use land.
Long term assets are those 
held for longer than 10 years.
In the case of capital gains 
other than real property gains, 
short term capital gains are 
those arising from the transfer 
of assets owned for less than 
5 years.

Gains from sales of houses 
and land within two years of 
acquisition are subject to 
a higher rate of tax.

Taxable capital gains are included
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In an individual's taxable income 
but are taxed separately from ' 
global income.
Gains earned by individuals on sales 
of stock are non-taxable if the 
individual is a minority share-holder.
Capital losses are deductible only 
against capital gains.

Sri Lanka Yes, taxable. As a separate base; 
maximum rate is 25 per cent.

O.K. Yes.
Payable at tha company's 
corporation tax rate. Personal 
capital gains accumulated between 
1965 and 1982 are now exercpt.
From April 6, 1988, only the 
increase in value since 1988 
(indexed against inflation) 
is liable to tax when investments 
or property are sold. Capital 
gains in excess of Pounds 5,000 
are taxed at marginal income 
tax rates of 25% and 40%
(instead of at the previous 
flat rate of 30%).

U.S.A. Yes, taxable. Gains from the sale or
exchange of capital assets are 
generally included in gross income.
Net long-term capital gain derived 
from dispositions subsequent to June 
30, 1987 will be taxed at regular 
corporate rates.
Corporate capital losses are 
deductible only against corporate 
capital gains. The losses may not

41

Capital gains on assets held 
for less than two years are 
charged at normal income tax 
rates; if held for more than 
two years up to 25 years, the 
rates are gradually less; if 
held for more than 25 years, 
the tax rate is nil.
There is no distinction bet­
ween short-term and long­
term capital gains.

If a capital asset is held 
more than six months, the gain 
or loss is long term. If it 
is held not longer than six 
months, the gain or loss is 
short terra.
The excess of the net gain 
from all sales and exchanges 
of capital assets held for 
more than six months over any 
net loss from sales or
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be used to reduce the corporation's 
ordinary inoome.
If a corporation's capital losses 
exceed its capital gains, the 
losses may be carried back three 
years and forward five years. Losses 
oust be applied in chronological 
order, starting with the earliest 
carryback year.
No gain or loss is recognised if 
business or investment property 
is exchanged solely for property 
of the same character (a like-kind 
exchange).

exchange of capital assets 
held six months or less is 
termed net long-term capital 
gain.
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Qiaptnr Y U  

Tmalannt. o f  Casual to m ip ts

Country (i) Whether taxable; if yes, the Wind (11) Whether any special dis-
of receipts regarded as taxable pensatlon made as regards

racial receipts.

Japan Income of an occasional nature which
is not derived from regular profit 
making activities, includes:
(1) winnings gained from horse-races.
(2) a prize in any contest, such as 
lottery, television or radio quiz 
programme.
(3) proceeds derived by an employee 
from the Investment in life insurance, 
mutual-aid life insurance, trusts or 
securities investment trust made by 
an employer for his eiqployee's sake 
under the Employees' Assets Formation 
System.
The rate of tax is 50% of net inoome 
(gross receipts less necessary expenses 
applicable thereto) after subtracting 
500,000 yen as the special deduction.

For the purpose of income tax, 
income of an occasional nature 
does not include:
(1) those items similar in 
nature to remuneration for 
personal services.
(2) inoome derived from the 
alienation of properties.
(3) Amount received in money 
or in kind for scholastic 
achievement such as the Nobel 
Prize or a grant for certain 
educational or scientific 
purposes.
(4) Amount received by in­
heritance, bequest or donation 
from individual.
(5) proceeds of injury insuran­
ce, compensation or consolation 
money for mental or physical 
injuries.
(6) proceeds of casualty in­
surance, or compensation for 
accidental damage of properties 
(excluding amounts for the loss 
of prospective business profits 
caused by damage of inventories 
or other business assets).
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Korea

Sri Lanka

O.K.

Prizes on literary, academic, fine 
art, musical or photographic creative 
works and other works prescribed by 
Presidential Decree, or fees received 
by authors or artists and manuscript 
fees received for translation into a 
foreign language or into Korean of 
creative works or classic works of 
Korea, certain awards or compensation 
aune excluded from taxable income.

Reward for future service despite 
the element of non-recurrence and tips 
received by some employees are 
taxable.

Profits of a casual or non­
recurring nature are excluded 
from business income. The mere 
fact that there is no likeli­
hood or possibility that it 
will recur is not sufficient to 
treat a profit as a profit of a 
casual or non-recurring 
nature. The receipt should by 
its nature be incapable of 
recurrence.
Income accruing to a person 
receiving instruction at any 
university or other educational 
establishment from a scholar­
ship or other educai tonal 
endowment, rewards paid to 
informants, other than public 
servants, under any scheme of 
Government, and any prize 
received at a lottery conducted 
by National Savings Bank are 
not taxable.
Scholarship income and bur­
saries , wages in lieu of 
notice in most cases, sickness 
benefits under an insurance 
policy, certain social security 
benefits, and long service 
awards to etqployees are 
exempt.

U.S.A. Lottery and gambling winnings, 
prizes and awards (except certain 
scholarship awards) are taxable.

Scholarships and fellowships 
granted after 16 August, 1986, 
are tax free only for degree
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candidates.
Non-degree student awards 
before 17 Aug. 1986 qualify 
for tax free treatment up to 
an annual limitation.
Certain receipts in court 
actions for damages are tax- 
free.
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Qflgtar YTII
TinaafaBRnt. of FHnflft Hnnftfit-s of Kn^T rware

Country (i) Kind of allowances and (ii) Special rules regarding (iii) Extent of tax 
perquisites included in valuation of perquisites preference 
taxable income built in spe­

cial treatment 
of allowances 
and perqui­
sites

Australia Fringe benefits tax at 
the full corporate tax 
rate (introduced in 
1986) is inposed on non­
cash benefits provided to 
an ercployee with respect 
to his employment. The 
tax will be imposed on 
the employer who provides 
the benefit, rather than 
on the employee who is 
the recipient.
Perquisites granted in 
relation to employment 
(e.g. subsidized rent or 
living accommodations, 
home leave, cost-of-living 
allowances, overseas 
allowances for expatriates, 
education allowances, 
private use by an employee 
of an enployer provided 
motor vehicle, free or 
low-interest loans, and so 
on) must be included in the 
taxable income of 
individuals.

Employers will have 
choice of two methods 
for calculating the 
taxable value of the 
benefit from an 
employee's private 
use of a vehicle.
The first will value 
the benefit as the 
private usage pro­
portion (based on the 
distances involved) 
of the costs incurred 
by the employer in 
operating the vehicle, 
while the second will 
value the benefit by 
reference to a 
statutory formula.
For free or low- 
interest loans, the 
taxable value of the 
benefit will generally 
be the difference bet­
ween interest accruing 
at the prescribed rate 
and interest accruing 
at the actual interest 
rate, if any, charged.
For free or subsidized 
residential accommodation 
the taxable value of the 
benefit will be equal to

The tax is 
payable quar­
terly by the 
employer and 
the amount of 
tax is not 
deductible for 
for the 
employer.
The tax is not 
recoverable by 
the enployer 
from the 
employee.
The tax is 
final and no 
further tax 
is payable by 
the employee 
on the value 
of the fringe 
benefit.
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market rental value of the 
accoranoda t ion, less any 
rent or charge paid by 
the employee. Where 
the market value cannot 
be determined, the benefit 
will be valued at the 
amount the Comnissioner 
considers fair and 
reasonable.

Hnlgiii In principle, finge benefits 
received by an employee from 
his employer are taxable in 
the beneficiary's hands. 
Taxable benefits include 
loans bearing no or less 
interest than the basic 
interest rate as determined 
by Royal Decree, the use 
of a company car or the 
occupation of a house, 
etc.

According to the actual 
value or on a notional 
basis determined by the 
Ministry of Finance.

Some benefits are not tax­
able, e.g., small gifts 
received on certain festive 
occasions; the first BF
5,000 of the oocnruting 
expenses of the employee.

Denmark Tax liability extends to any 
living or housing allowance 
and any reimbursement of tax 
or other personal liability 
whether paid direct to an 
employee or borne by the 
employer on his behalf.
Value of benefits in 
kind, such as free housing 
and free automobile, is 
also taxable.
In principle, all fringe 
benefits are included 
in taxable income.

Value of the private 
use of a oorapany car is 
based on standard rates 
fixed annually by the 
tax authorities.
In some cases, the bene­
fits are valued in
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Federal 
Bap. of 
Garnany

Indonesia

Japan

The general rule is that 
the value of fringe bene­
fits received or enjoyed 
from an employment is 
included in the taxable 
base of the employee at 
their final price (market 
price) at the place of 
delivery. However, if tha 
benefits are mere con­
veniences, e.g., working 
clothes, use of a 
kindergarten, cheaper food 
or small presents from 
the employer, they will not 
be taxed.
As a matter of principle, 
all costs of the employer 
in the form of cash money 
to the employee shall 
constitute costs of the 
employer and taxable 
income of the employee.
Benefits in kind such as 
housing, home-leave and 
automobiles are not deducti­
ble expenses for the employ­
er and are thus tax free to 
the recipent employee.
A housing allowance paid 
in cash is fully taxable 
to both employees and 
directors.
Payments in kind are also 
included in employment, 
income; for example, housing 
benefit granted by an 
employer to an employee, 
utility charges, e.g., 
air conditioning, 
electricity, gas, water.

accordance with certain 
government guidelines.
With respect to payments 
in kind received by an 
employee, German Ministry 
of Finance issues an 
annual ruling which 
fixes the values for 
certain goods.

Where a loan is free 
of interest or at a low 
rate of interest, the 
taxable benefit is an 
amount equal to 3% p.a. 
on the loan less 
interest charged on the 
employee.
Where an employer pro­
vides a staff member with 
accommodation (either owned 
or leased by the employer),
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Korea

etc., school fees for 
children, tax equalisation 
reimbursements, low- 
interest rate or free of 
interest loan for housing, 
are taxable.

the relatively small taxable 
economic benefit is deter­
mined based on a formula 
provided under administrative 
tax instructions. However, 
the taxable value of housing 
for a director of a corpo­
ration is 50% of the rent.
If the amount equivalent to 
35% of the rent is collected 
from the director, the 
balance is not taxable.

Following fringe benefits 
are non-taxable to the 
erqployee:
1) Housing and related costs 
paid by an employer directly 
to a landlord on behalf of 
an expatriate employee if 
the underlying rental con­
tract is in the employer's 
name.
2) Costs of an automobile and 
driver and related maintenance 
expenses, provided by an 
employer if the automobile
is registered in the name 
of the employer and the 
driver is enrolled on the 
employer's payroll register.
3) Reimbursement of operating 
costs for a personal auto­
mobile used for business 
purposes, up to W 200,000 
per month.
4) Reasonable amounts of 
enployer- re imbursed home 
leave travel for expatriate 
employees.
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Sri Lanka Following fringe benefits 
are taxable to the 
employee:-
(a) Rent value of 
residence

(b) Value of free 
transport

(c) Personal expenses 
of the employee or
any member of his family 
borne by the employer 
(e.g. doctor's bills, 
electricity, insurance, 
telephone bills, income 
tax, etc.) are treated 
as profits from 
employment.
(d) Value of holiday 
warrants and passages, 
value of free board 
and similar perquisites 
also constitute profits 
from employment.
(e) Any other benefit 
received by an employee.

A method to arrive at the 
least of three values, 
viz. (i) Gross rent paid 
or rental value, which­
ever is higher; (ii)
25% of employee's gross 
remuneration and (iii)
Rs. 48,000/- p.a.
Based on the c.c. power 
of car, with or without 
fuel and also for 
scooters and motor cycles 
with or without fuel.

If market value can be 
readily ascertained, 
assessment on that value. 
If market value is not 
ascertainable, the cost 
that would have to be 
incurred by an individual 
to obtain such benefit 
would be assessable.



Chapter VIII 51

O.K. The "cash equivalent" of 
certain benefits provided 
for employees earning 
Pounds 8,500 or more a year, 
or directors is charged to 
tax in the hands of the 
employees.
Those benefits are accommo­
dation (other than living 
acoomnodation), entertain­
ment, domestic or other 
services, and other benefits 
and facilities of whatsoever 
nature. Certain benefits are 
specifically charged under 
other provisions, e.g. 
cars, beneficial loans and 
living aoooranodation.
The provision of a living 
aocxxanodation is a taxable 
benefit whatever the 
recipient's rate of pay.

Where used or depreciated 
goods are given to the 
employee, the cash 
equivalent of the benefit 
is the market value of 
the asset at the time of 
transfer. Where goods 
are lent, the chargeable 
cash equivalent is the 
annual value. There is a 
special scale for use 
of cars.

O.S.A. Living and housing allowances, Value of the personal
tax reimbursements and the use of a car may be
fair market value of bene­
fits in kind, such as houses 
and automobiles are taxable 
in the hands of employees.

computed either under 
annual lease value tables 
or under standard cents- 
per-mile rates established 
by the IRS.
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Country

Australia

fipfiftifll Provisions regarding nmpitation of hiainma inonmn

Chapter IX

(i) Restriction on certain business expenses e.g.
Entertainment Donations to Charities etc. Managerial

Political remuneration
parties etc.

Entertainment Every person, There is no
expenses incurred whether an limit on pay­
sifter 19 Sept. individual, the ments to local
1985 are not trustee of a or foreign
deductible except trust estate employees as
in very limited or super­ such. If the
circumstances. annuation fund, oonpany is a
This prohibition a partnership private company
extends to or a company for Australian
entertainment in and whether a income tax
tlv? form of food, a resident or purposes, the
drink or non-resident of Commissioner
recreation. Australia, is has a discretion

entitled to a to reduce
deduction from salaries that
his or its are paid to
assessable directors,
incoma for gifts shareholders,
of A$ 2 or more or their rela­
each made during tives to an
the year to amount that he
certain nomi­ considers
nated funds, reasonable.
institutions or The excess over
bodies or this amount
classes of them, is treated as
subject to cer­ a dividend that
tain conditions. is not deduct-

ible to the 
corporation and 
is assessable to 
the employee as 
a dividend.
This treatment 
applies equally
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Bnlgli»

Denmark

Federal 
Bap. of 
Germany

to resident and 
non-resident 
enployees of 
private 
oonpanies.

The total 
deductible 
amount of gifts

Entertainment 
expenses are 
deductible when 
they are reasonable to political 
and duly justified. parties may not 
Expenses relating 
to hunting, fish­
ing, yachting and 
country houses 
are usually 
disallowed.

exceed BF 350,000 
per political 
party.

Gifts paid in 
cash to uni­
versities , to 
organisations 
for aid to deve­
loping countries, 
and to certain 
other recognised 
charitable insti­
tutions are allow­
ed for tax pur­
poses to the 
extent of 5% of 
of the taxable 
inoome, with 
a maximum of 
BF 20 million.

Various entertain­
ment expenses are 
deductible upto 
25% of the 
expenses.

Donations to 
charitable 
institutions 
as designated 
by the Inland 
Revenue Direct­
orate are 
deductible up 
to an amount 
of DKr. 1,000 
per annum.

There are no tax 
limits on 
remuneration of 
enployees, 
whether resident 
in Denmark or 
abroad.

Expenses of 
entertaining 
business friends 
to the extent 
that the amount 
or the business 
reasons cannot be 
proved or appear 
unreasonable, are 
disallowed.

Contributions to 
political organi­
sations are 
deductible for 
corporation 
income tax to 
the extent, in 
the aggregate, 
(together with 
donations to 
charitable, 
religious, etc.

Contributions 
made to chari­
table, reli­
gious or 
scientific 
organisations 
are deductible 
as in the case 
of those to 
political 
organisations.

No limits on 
payment of 
remuneration to 
foreign en£>- 
loyees working 
full time.
Unduly high 
salary or other 
compensation 
paid to an 
officer who is a
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Indonesia

Japan

organisations) 
of 5% of the 
net taxable income 
before deduction 
of such expenses, 
or 0.2% of the 
sum of the total 
payroll and turn 
over.

Expenses incurred 
by the company for 
entertainment of 
business clients 
and connections 
are deductible, as 
long as they are 
not considered 
luxurious or 
excessive.

Contributions 
to charitable 
organisations 
are not
deductible for 
corporate 
income tax 
purposes.

Tax deductions for 
entertainment 
expenses are limit­
ed to Y. 3 million 
for firms capital­
ized at Y.10-50 
million, to Y.4 
million for firms 
with paid up 
capital of Y.10 
million or less, 
and are not 
available to 
firms with capital 
of more than 
Y.50 million.
Entertainment 
expenses not 
supported by 
vouchers are 
not usually 
deductible.

In the case of 
donation to 
political 
organisations 
which satisfy 
certain conditions 
the excess of
10,000 yen is 
deductible 
subject to a 
ceiling for 
all contri­
butions and don­
ations. This 
ceiling is 25% 
of the gross 
total income.

Of the various 
kinds of expend­
iture called 
contributions, 
some may be 
deductible 
as expenses on 
the basis of 
the generally 
accepted 
accounting 
principles and 
others may not. 
Hence, it is 
stipulated that 
a corporation 
may deduct as 
expenses part of 
contributions up 
to the amount 
equal to the 
sum of 1.25% of 
its income and 
0.125% of the

shareholder is 
regarded as 
hidden distri­
bution of 
profits and 
disallowed as 
a deduction in 
arriving at 
taxable income.

There are no 
limits can 
payments to 
foreign 
employees, as 
long as they 
are for 
services 
actually 
rendered and 
income tax is 
withheld.
The portion of 
directors' remu­
neration , 
retirement 
allowances and 
bonuses, exceed­
ing a reasonable 
level is exclud­
ed from expenses 
for tax 
purposes.
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Korea Deductibility of 
entertainment 
expenses is limited 
under the tax 
law. Entertain­
ment expenses 
include “confi­
dential expenses" 
[see under Chapter 
V-(c)] as well as 
gratuities for 
services rendered 
and other similar 
expenses that are 
disbursed by a

paid-in capital 
in the case of 
ordinary corpo­
rations .
Contributions to 
certain public 
organisations, 
established by 
special law and 
listed in cabinet 
orders, which are 
related to the 
main business of 
the corporations 
are entitled to 
deduction of an 
additional 1.25% 
of income and 
0.125% of the 
paid-in capital.
Contributions to 
the national or 
local government 
and to those 
designated as 
public welfare 
organisations 
by the Minister 
of Finance are 
fully deductible.
A corporation 1 
can deduct £ 
contributions c 
and donations i 
for the purpose v 
of public bene- s 
fit, as speci- v 
fied, up to 10 i 
per cent of i
taxable income r 
plus 2 per cent i 
of paid-in n
capital ( with j 
a maximum limi- a 
tation of W 5 1

There is no 
statutory limit 
on employee 
remuneration, 
which includes 
salaries, 
wages, sti­
pends, bonus, 
retirement pay­
ments,
pensions, cash, 
meal and hous­
ing allowances, 
and all other 
kinds of sub-



Chapter IX (i) 56

corporation in 
connection with 
its business.
Reimbursement of 
business expenses 
including social 
membership costs 
and entertainment 
expenses incurred 
by an employee for 
business purposes, 
are non-taxable 
elements of employee 
income.

billion of paid- 
in capital).
Any amount over 
such limitation 
is not deducti­
ble for tax 
purposes unless 
these contri­
butions were 
made to the 
government, 
disaster victims 
and/or organi­
sations speci­
fied by law.

sidies, pay­
ments and com­
pensation. 
Remuneration of 
foreign emp­
loyees is 
limited to 
their engage­
ment contracts.

Sri Lanka Entertainment
expenses incurred 
by an assessee, 
his employee or on 
his behalf in 
connection with 
any trade, busi­
ness , profession 
or vocation sore 
deductible.
Entertainment 
allowances paid 
by an employer 
to his non­
executive staff 
are deductible 
by the employer; 
those paid to 
his executive 
officer are 
not deductible.

Donations made:-
(a) in money to 
an approved 
charity;
(b) in money or 
otherwise to the 
Govt, of Sri 
Lanka or local 
authority or any 
approved higher 
educational and 
other insti­
tutions will 
qualify for 
deduction from 
assessable income 
subject to the 
ceiling of one- 
third of assess­
able income or 
Rs. 150,000 
whichever is 
less.

O.K. Expenditure on Political contri
business entertain-butions are not 
ment including deductible,
gifts, may not be 
deducted, except 
where the expendi­
ture relates to

Charitable con­
tributions are 
not deductible, 
except (i) 
donations to a 
charity which 
has a sufficient

There are no tax 
limits on 
employee remu­
neration pay­
ments other 
than the general 
limit that, pay-
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employees (includ­
ing directors) or 
to oversees 
customers or 
clients and their 
agents and is 
reasonable in 
amount.

U.S.A. Effective for tax Political contri
years beginning butions are
after Dec. 31, not deductible.
1986, only 80 
per cent of 
otherwise allowable 
meal and other 
entertainment 
expenses is 
deductible by 
taxpayers. A 
meal expense only 
qualifies for 
deduction if there 
is a substantial 
and bonafide 
business discussion 
relating to the

roants must be 
wholly and 
exclusively 
laid out for 
the purposes of 
the company's 
trade, 

payable under an 
irrevocable 
contract over a 
period which 
roust be capable 
of exceeding 
three years.
A new relief 
"gift aid" 
applies to 
single gifts 
to charities 
by individuals 
and companies 
of Pounds 600 
or more, up to 
a limit of 
Pounds 5 million 
a year per donor, 
beginning in 
October 1990.
A deduction 
limited to 10 
per cent of the 
corporation's 
taxable income 
may be claimed 
for contri­
butions to 
certain types 
of charitable 
organizations 
created or 
organised in the 
U.S. or its 
possessions.
Contributions in 
excess of the 
10 per cent

connection with 
the business 
carried on,
(ii) covenanted 
donations to 
charity, pro­
vided they are
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taxpayer's active 
trade or business 
during, directly 
preceding or 
directly following 
the meal.

limitation may 
be carried 
forward and 
deducted over 
tha next five 
years.
Charitable 
contributions 
are deductible 
for individuals 
as itemised 
deductions only, 
up to a limit.
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Country (11) Capital/investnant allowance (ill) Treatment of pre-
inoorporatian & other 
preliminary expenses

Australia The investment allowance has been
terminated for expenditure incurred 
under contracts entered into after 
30th June 1985.

Expenses incurred prior to 
the commencement of 
business are not deducti­
ble. The cost of in­
corporating a company 
or other structure to 
conduct business is a 
capital expense and not 
deductible.

Belgium In certain development areas, during a
maximum of three consecutive tax periods, 
an annual depreciation that is equal to 
twice the normal straight-line depreci­
ation is permitted. This provision 
relates to investment in equipment, tools 
and associated industrial buildings that 
are acquired for the promoted operation. 
Investment deductions are also granted.
From the tax year 1983 onward, invest­
ment deduction (replacing the invest­
ment tax incentives) is allowed, which 
reduces the taxable basis and consequently 
the tax payable. The investment deduction 
is oonputed on the tax depreciable 
acquisition value of new tangible or 
intangible assets acquired or made 
and of new intangible assets when such 
tangible or intangible assets are 
used for industrial, corroercial, 
agricultural or other income- 
producing activities of the taxpayer 
in Belgium.

Denmark An investment allowance was introduced 
again effective from 1.1.1981 and 
expired on 31.12.1983.
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Federal 
Rap. of 
Germany

Indonesia

Japan

ThB allowance was granted on net 
additions of certain machinery and 
equipment relating primarily to 
manufacturing coiqpanies. The 
allowance was computed at 5%
(2.5% in 1983) of net purchases 
(purchases less sales proceeds) and 
can only be granted in the year 
of acquisition as a deduction in the 
taxable income. The allowance does 
not reduce the depreciation basis.
No investment credits or allowances 
are available. A special 10-20% 
depreciation allowance is available 
on new investments for small and 
medium-sized enterprises; it is 
possible to postpone its use for two 
years.
Investment allowance on certain 
investment expenditure, enjoyed as 
a tax incentive by foreign and 
domestic investors were eliminated 
with the introduction of new taxation 
laws from January 1, 1984.
The removal of tax incentives is 
compensated for by lower tax rates 
and accelerated rates of depreciation 
for fixed assets.

Expenses directly connected 
with the formation of busi­
ness must be treated as 
deductible business 
expenses in the year they 
are incurred.

Costs of setting up busi­
ness and issuing the 
capital of an enterprise 
will be amortized using 
the written down value 
method at a rate of 50 
per cent per annum. 
However, where these costs 
cure considered a normal 
business expense, they 
may be claimed in full 
in the year the expendi­
ture is incurred.
Initial expenses in open­
ing the business, incorpo­
ration expenses may be 
at the option of the tax­
payer, expensed in the 
accounting period in 
which they are incurred. 
They may also be capital­
ised and deducted in the 
following y e a r s .

Korea Investment credits are available on 
purchases of certain assets used in 
certain manufacturing or mining

Pre-incorporation expenses 
(including registration 
fees paid for registration
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industries. The credit equals 10 per 
cent of the gross value of machinery 
purchased domestically and generally 
3 per cent for imported machinery.
There is also a 10 per cent to 20 per 
cent credit available for the develop­
ment of technology and manpower.
Investments approved under the Foreign 
Capital Inducement Law enjoy a five- 
year tax holiday from corporate income, 
dividend, interest, royalty, defence 
and certain other taxes.

Sri Lanka

O.K. There is no investment deduction in UK
except the allowances of the kind described 
below.
Allowances are granted for capital 
expenditure incurred in providing new or 
second-hand plant and machinery for the 
purposes of a trade or (unless the plant 
is for use in a dwelling house) for 
the purposes of leasing. Qualifying 
plant must have a degree of durability 
(a minimum life of 2 years generally is 
sufficient). Certain expenditure on 
buildings is treated as if it was 
expenditure on plant, namely, expenditures 
for:
1) fire safety;
2) thermal insulation of existing 

industrial buildings;
3) sports ground safety.
First-year capital allowances, in the 
limited situations where they ai-e still 
available, may be carried back up to 
three years.

of incorporation), initial 
operating expenses (namely, 
expenses other than organi­
sation expenses paid for 
preparation of starting the 
business from the time of 
incorporation of the cor­
poration to the date of 
commencement of the busi­
ness ), stock issuing fees 
and other expenses expend­
ed directly for the 
issuance of stocks, are 
expenses which decrease the 
net assets of the cor­
poration and aure deducti­
ble.
Deduction is allowed for 
expenditure incurred in 
the formation of a ooropany
Company formation expenses 
are not tax-deductible from 
business income.
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Generous depreciation (capital) allowances 
include 75 per cent initial allowance on 
industrial buildings and a 100 per cent 
first-year allowance on the cost of 
machinery and equipment.

U.S.A. A variety of credits ranging from 10 to
15 per cent are available for investments 
in certain energy or energy related 
properties, e.g., solar energy, geothermal, 
ocean thermal, biomass, through 1987 or 
1988.
A credit is allowed for alcohol (other 
than that produced from petroleum, natural 
gas, coal or peat) used as a fuel of a type 
suitable for use in an interned combustion 
engine where the excise tax exerqption for 
alcohol fuels does not apply.

A special deduction is 
allowed for the costs of 
organising or starting up 
a trade or business. A 
corporation may elect to 
amortize such costs on a 
straight-line basis over a 
period of not less than 60 
months, beginning with the 
month in which the corpo­
ration began business. 
Expenditures connected 
with issuing or selling 
securities do not qualify 
for this election.
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Country (iv) Treatment of deferred 
revenue expenditure

(v) Treatment of business loss- 
provisions regarding carry­
over and carryback of such 
losses

Australia If, in a particular year, the 
total deductions exceed the 
total assessable income, there 
is a loss for that year and the 
loss can be carried forward to a 
subsequent year. A loss in a year 
of income cannot be carried back 
to a prior year.
In the case of a loss from a 
business of agricultural 
production, there is no limit 
to the number of years the loss 
can be carried forward and it is 
deductible from all types of 
income and not merely agricultural 
production income. A loss from 
all other types of business can be 
carried forward for the seven 
income years succeeding the year 
in which the loss is incurred, if 
incurred before 1 July 1989; if 
the loss is incurred after this 
date, it may be carried forward 
indefinitely. If there are two or 
more losses brought forward, the 
loss incurred first is deducted 
first.

Belgium Provisions set up to cover
the following are deductible:
(i) Items covered by indemnities 
already collected with respect 
to damages, expropriations, 
requisitions, or similar events.

From assessment year 1991 
onwards, all the losses can be 
carried forward unlimited in 
time. Losses may not be carried 
back.
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Denmark

Federal 
Rap. of 
Germany

(ii) The proportionate share of 
overhaul and heavy repairs to 
buildings, machinery and equipment, 
and to ships, if such assets are 
subject to overhaul at regulaur 
intervals not exceeding 10 years.

(iii) Expenses and chaurges relative 
to activities or to events that 
took place during the financial 
year provided that such charges 
are allowable for tax purposes.
If the provision could not be 
justified at the end of a 
financial year, the provision 
or excess will be treated as a 
taxable item for that financial 
year.

A taxpayer may only set up a 
provision for future pensions 
{under section 6(a) of the 
income tax law) if he has 
entered into a firm obligation 
in writing to pay old-age 
pensions. Such pension 
provisions are deductible for 
tax purposes in any one year.
Provisions for certain liabilities 
may be set up - e.g. litigation 
expenses, damage claims, surety 
obligations, etc.

Generally, a loss as computed 
for tax purposes including 
capital losses nay be carried 
forward and utilized against 
taxable income of the following 
five years. No carryback of tax 
losses is avadlable.
Losses from the saile of 
securities may not be carried 
forward.
Losses upto DM 10 million as 
agreed for corporation tax pur­
poses must be carried back and 
offset against the portion of tax­
able income of the two preceding 
years that was subjected to tax at 
the full rate, reduced by the 
grossed-up dividends for those 
years upto a certain maximum. Any 
portion of the loss that cannot be 
carried back may be carried for- 
forward and offset against taxable 
income of the subsequent five 
fiscal yeau*s.
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Indonesia

Japan

Korea A reserve for special repair
of vessels, boats or smelting 
furnaces is allowable for tax 
purposes. The amount is 
determined by considering the 
amount and period of prior 
special repairs. If such 
data is not available, a 
reserve of up to 5 per cent 
of the acquisition cost (0.1 
per cent for vessels) is 
permitted.
A liability reserve and an 
emergency reserve are 
permissible for tax purposes.

For municipal trade income tax 
purposes, losses may be carried 
forward for five years; they 
may not be carried back.
Losses sustained by a corpo­
ration from 1984 onward may be 
carried forward for a maximum of 
five years. In the case of 
oonpanies operating in the areas 
of mining or plantations that 
produce hard crops (i.e., crops 
with a growth period of more 
than one year), losses may be 
carried forward for up to eight 
years. Loss carry backs are 
not permitted.
The corporate tax-loss carryback 
is one year, and the carryforward 
is five years.
There is no loss carryback for 
enterprise and inhabitants taxes 
but a five year carryforward is 
permitted.
Losses are generally deductible 
when the loss is incurred. Loss 
of inventory that is discovered 
at the time a physical inventory 
is conducted is deductible; 
however, these deductions are 
limited to standards that are 
set by the tax authorities.
Losses from natural calamities are 
deductible to the extent that they 
are not covered by insurance. 
Losses from business operations 
may be carried over for five 
years. There are no loss carry­
back provisions.
[According to tax reforms which 
became effective as from 1 
January, 1989, the carry-forward 
of losses has been extended from 
3 to 5 years for losses incurred
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Sri Lanka According to sub-section (r) of 
Section 23(1) of the Inland 
Revenue Act No. 28 of 1979, a 
person who intends to obtain a 
deduction in the computation of 
income should set up a fund for 
the purpose of payment under the 
Payment Gratuity Act No. 12 of 
1983, of gratuities to employees 
cxi the termination of their 
services, and get that fund 
approved by the Conxnissioner 
General of Inland Revenue.

O.K. Provisions which may be deducted
include those against allowable 
liabilities which have accrued 
fully and which can be estimated 
with reasonable accuracy.

U.S.A Contributions to qualified
deferred employee compensation 
plans are deductible (within 
limits) in the year of contri­
bution .

in years for which a corporate 
tax return is filed on or after 
1 January 1989.]
(i) A loss incurred by a person in 
a trade, business, profession or 
vocation is deductible from the 
statutory income. (Statutory 
income of a person for a year of 
assessment from a source of income 
is the profits or income which 
were derived by him or arose or 
accrued to his benefit from that 
source during that year of 
assessment).
(ii) If the loss exceeds the 
statutory income of that year, 
the excess is carried forward 
to be set off against the 
statutory income of the next 
year and so on.
(iii) On the cessation of a 
trade, business, profession or 
vocation, the loss may be carried 
back for three years.
In general, trading losses can be 
carried back against other income 
and capital gains for one 
accounting period and carried 
forward indefinitely. A loss 
incurred in the last year of 
trading can be set off against 
trading profits of the 3 prior 
years.
A net operating loss may 
generally be carried back 
three years and forward 
fifteen years. A net operating 
loss attributable to a product 
liability loss may be carried 
back ten years. Losses must 
be applied in chronological 
sequence, starting with the 
earliest carryback year.
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Ccumtry Rules regarding depreciation of assets used for business

Australia Plant (machinery and equipment) and articles used to produce assessable 
income may be depreciated. Purchases of some minor items of equipment 
(e.g. loose tools) qualify for deduction. No deduction is allowed for 
the cost of goodwill, leases or trademarks, but deductions are available 
on patents, registered designs or copyrights over effective life of the 
industrial property. A type of cost depletion is available for natural 
resources.
Depreciation is calculated by either the straight-line or 
declining-balance method, at rates based upon the expected life of the 
asset. (Tax depreciation need not conform with book depreciation). 
Accelerated rates of depreciation at 20 per cent or 33.33 per cent on a 
straight-line basis, were available for assets acquired since July 19, 
1982. As of July 1, 1988, the government repealed accelerated 
depreciation allowances for new plant and equipment in favour of a 
system of economic life depreciation with a bonus of 20% to stimulate 
new investment.
Straight-1ine rates for various assets are as follows:
Manufacturing plants : 5-10%
Office furniture : 7.5%
Office equipment : 10%
Trucks and tractors : 15%
Scientific research facilities : 33.3%
Executives' cars : 15%
Employee and child care amenities : 33.3%
Rates are 50% higher for the declining - balance method.
Sale of depreciable property at a loss (depreciated value less sale 
receipt) is an allowable deduction, while a gain may be applied against 
the replacement cost or taxed as ordinary income.
Buildings created for business purposes (except for residential use) 
since July 19, 1982, are depreciable; for those on which construction 
oomnenced before 22 August 1984 or after 15 September 1987, the rate is 
2.5 per cent and for those between 22 August 1984 and 15 September 1987, 
the rate is 4 per cent. There is no recapture on disposal or sale of
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the buildings. Similar depreciation rules apply to income-producing 
residential buildings on which construction commenced after July 17, 
1985.
The profit made by a lessee on the sale of a leased motor vehicle 
purchased by the lessee or his associate is assessable in the hands of 
the lessee or his associate on the basis either of the depreciation 
deemed to have been allowed to the lessor on the vehicle or of the lease 
payments made by the lessee in leasing the vehicle, whichever is the 
lower amount.

Belgium Depreciation is usually based on historic cost, but companies may 
revalue short-lived assets at replacement cost. Special depreciation 
privileges apply to investment in development areas, in energy-saving 
equipment, in scientific research equipment and in assets by industries 
particularly important to the Belgian economy.
Either the double-rate, declining-balance or the straight-line method 
may be used to compute depreciation of tangible (except company cars) 
and intangible assets. When the double-rate, declining balance method 
is used, the straight-line method may be employed in the last few years 
of an asset's useful life to avoid carrying residual values on the 
books.
According to general guidelines for using the straingt-line method, 
industrial buildings may be depreciated at 5% annually; office 
buildings, 3%; office equipment, 10-20%; machinery and equipment, upto 
20%; vehicles, 20-33%; small tools, 33.3; and patents, according to 
demonstrable obsolescence.
Inventory is ordinarily valued at the lower of cost or replacement 
value. Generally, the FIFO system of valuation is employed, although 
LIFO is also permitted. Other methods, such as the base-stock system, 
are not allowed. Assets must be depreciated every year, irrespective of 
corporate income.

Denmark Tax laws provide for depreciation allowances on each type of assets held 
in connection with the generation of income, the depreciation rates and 
period to be applied. The mthods are straight-line method and 
declining-balance method.
Depletion allowance is granted for tax purposes for the decrease in 
value of land due to the exploitation of gravel, clay, lime, peat, etc. 
This allowance is equivalent to the difference between the purchase 
price and the expected value of the land when the deposits have been
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completely exploited. Where the removal of deposits lasts for more than 
one year, this allowance oust be spread over the Individual years in 
relation to the deposits consumed in the individual years.
Systems of depreciation allowed by law sire straight-line method, declin- 
ing-balanoe method, production method and certain other methods. For 
movable assets and buildings, the straight-line and the declining- 
balance methods are permitted. A change is permitted from the 
declining-balance method to the straight-line method, but not vice 
versa.
The depreciable base of a business asset acquired for consideration or 
produced by a company is its cost.
The rates of depreciation for buildings are set out in the law and for 
other assets in the official recommended tables (over 90 tables) 
classified by branch of indsutry and commerce, which tables may be 
deviated from in individual cases if reasonable.
For buildings used in a business, and not used for living accoranodation, 
the annual straight-line depreciation rate is 4%. The corresponding 
declining-balance rates are:

First 4 years - 10%
following 3 years - 5%
remaining 18 years - 2.5%

For movable fixed assets, a general table applies containing, inter 
alia, the following straight-1 ine rates:

Machinery - 10%
Office equipment - 20%
Office furniture - 10%
Cornwters - 20%
Cars, trucks, etc. - 20 to 25%
Patents - 14 to 20%

If the assets acquired or manufactured are depreciated according to the 
declining-balance method, the annual rate of depreciation is limited to 
3 times the allowable straight-line rate with an overall maximum of 30%.
In some cases an accelerated depreciation may be claimed in addition to 
normal depreciation. Extraordinary depreciation is allowed, when 
justified by excessive wear and tear (technical as well as economic).
Acquired goodwill nay be depreciated on a straight-line basis over a 
15-year period.
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Additional depreciation is provided for depreciable fixed assets of 
private hospitals up to 50% of the acquisition price of movable property 
and up to 30% for immovable property in the year of investment and in 
the following 4 years. Depreciable fixed assets for R & D, if acquired 
or manufactured before 1 Jan. 1990, new merchantships, deep sea fishing 
vessels and international aircraft acquired or manufactured before 1 Jan 
1995 may also be additionally depreciated. When additional depreciation 
is used, the declining-balance method is not allowed, except in the case 
of certain snail and medium-sized companies.
In the case of accumulation of accelerated and additional depreciation, 
only cane type of depreciation may be chosen (per asset).

Indonesia All assets with a beneficial life of more than otî  year sure categorized 
into one of the three lifetime groups or the group for buildings, each 
with its own annual depreciation rate as follows:-

Category for buildings including their expansions repairs and 
modifications: Annual depreciation at 5 per cent.
Assets, except for buildings, are depreciated using the declining-value 
method. Buildings are depreciated on a straight-line basis.
Depreciation is calculated by asset category, or class, as follows: 
opening tax written-down value brought forward from the previous year, 
plus additions during the year at cost, less assets written off at 
written-down value, less net sales proceeds of assets sold, equals 
depreciation base at the end of the year.
No depreciation is allowable on land rights or other expenditure 
incurred in acquiring land rights.
The cost of intangible property used in the business for producing, 
recovering and preserving income, including other costs with a useful 
life of more than one year, such as leases of tangible property, can be 
amortized.

Cating>ry T .1 ff l t.1 BIB Annual depreciaticD. rate

l.
2 .
3.

Not mare than four years 
Not more than eight years 
More than eight years

50%
25%
10%

Expenses incurred in obtaining mining rights, except those for oil and 
gas, may be amortized following the unit-of-production method, with a 
maximum of 20 per cent p.a.
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Japan

Korea

Depreciation of fixed assets may be calculated on a straight-line or 
declining-balance basis, and a corcpany may use both simultaneously for 
different types of assets if they are at different locations. The 
useful lives of fixed assets, determined by the Ministry of Finance are 
as follows:
Office equipment : 5 years
Electronic computers : 6 years
Oil refineries : 8 years
Electrical machinery plant : 11 years
Concrete buildings : 65 years
The minircum salvage value is usually estimated at 10% of the acquisition 
cost.
In addition to normal depreciation, initial allowances based on the 
acquisition cost of specified equipment are granted during the fist 
year. For instance, antipollution equipment qualifies for an additional 
22% depreciation in the year it is put into use; waste-recycling is 
eligible for 16% depreciation; energy-saving equipment 18%; and
composite machinery systems in key industries 16%.
Besides, a special accelerated depreciation of 27% and a tax credit of 
7% apply to rationalisation investments by small and medium-sized 
enterprises.
With the exception of land, depreciation of all property, plant and 
equipment (including buildings) (PP&E) used to generate income is 
allowed as a tax deduction. Interest incurred on debt acquired to
purchase PP&E must be capitalised until the PP&E is operational. For
the depreciation expense recorded in the statutory books of account to 
be claimed, a detailed list of fixed assets, gross values (including 
capitalised interest), the useful lives of the asset, and the current 
year's depreciation charge must be submitted to the tax authorities 
along with the tax return. If any asset is not included in the listing, 
the related depreciation may not be allowed as a deduction. The tax law 
allows the following methods for calculating depreciation:
1. Straight-line or declining-balance method for tangible fixed 

assets.
2. Straight-1 ine method for intangible fixed assets.
3. Service-output or straight-1 ine method for mining rights.
4. Service-output, declining-balance or straight-line methods for 

fixed assets used in mining.
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Changes in depreciation method must be approved by the tax authorities 
in advance.
The following items are considered depreciable: (1) buildings, 
structures, aircraft, vessels, fishing gear, fishing boat equipment, 
vehicles, transportation equipment, machine tools, apparatuses, fixtures 
and fixed assets by type of business; (2) patent rights; (3) trademark 
rights; (4) design rights; (5) utility model rights; (6) irrigation 
rights; (7) fisheries rights; (8) goodwill; (9) development expenses;
(10) mining rights and (11) industrial railway siding utility rights.
The law specifies the minimum service lives of assets and the 
depreciation rates. There are no specific rules on recapture of 
depreciation. Book and tax depreciation nust be the same.
The Asset Revaluation Law allows assets to be revalued to market value 
when the wholesale price index increases 25 per cent from the 
acquisition date or prior revaluation date. A 3 per cent tax is paid on 
the incremental value. However, the new depreciation base is the 
grossed-up book value of the asset.
Under various laws and presidential decrees, certain types of PP&E are 
available for special depreciation of up to double the depreciation 
base.

Sri Lanka Allowances for depreciation are allowed on:
(1) Plant Machinery & Fixtures. The straight-line method applies.
(2) Buildings constructed. [Amount deductible is 10 per cent of cost of 

construction. No depreciation allowance is due after the 
allowances granted in the preceding years equal the cost.] 
Straight-1ine method.

(3) Furniture, utensils, etc. [The depreciation allowance granted is an 
once-and-f or-al1 allowance of 100 per cent of the cost].

(4) Motor vehicles, lorries, buses, tractors, trailers used in any" 
trade, business, profession or vocation.

O.K. The depreciation of fixed assets given in the accounts of a business is
not an allowable deduction in computing taxable profits, but is replaced 
by capital allowances at statutory rates. These consist of first year 
allowances, initial allowances and writing-down allowances. First year 
and initial allowances are chargeable in the year in which expenditure 
is incurred.
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Initial allowances relate to new industrial and commercial buildings and 
works, and, unlike first-year allowances, are not available on 
second-hand assets. First year allowances apply only to buildings in 
Enterprise Zones, to new ships and to R & D expenditures. Writing-down 
allowances are annual charges made against taxable income on the 
historic cost basis. For plant and machinery, they are calculated on 
the unallowed portion of the cost remaining from the previous year (the 
declining-balance method). For buildings they are a percentage of the 
original cost including any initial allowance (straight-line). 
Writing-down allowances are generally available from the date the 
expenditure is incurred in the case of plant and machinery.
Under the declining-balance method, assets are not fully depreciated 
when scrapped or sold. Their remaining value stays in the pool of 
assets of a similar type and continues to be written down. Coapanies 
may elect to treat identified short-lived assets separately so that they 
can write them off when they are scrapped or sold, if they cure kept less 
than five years.
[For the capital expenditure on acquiring U.K. mineral deposits and 
related interests in land, annual writing-down allowances are granted on 
graded scale on the royalty value of the output].
Allowances are not available for expenditure on goodwill, trade marks, 
or land and non-industrial buildings, such as offices, showrooms and 
retail shops.
Accelerated depreciation, at varying rates according to the type and 
location of the asset and the purpose for which it is used, is 
available. It is given by way of a tax deduction in the period in which 
the expenditure on the asset is incurred, and may be an alternative to 
or additional to annual depreciation allowances. The total allowance 
may not, however, exceed cost.

U.S.A. For most tangible personal and real property placed in service in the
U.S. after 1980, capital costs are recovered using the Accelerated Costs 
Recovery System (ACRS), which applies accelerated methods over periods 
specified by Statute.
The cost of property (other than residential rental property and 
non-residential real property) acquired after December 31, 1986 is 
recovered over a period of 3, 5, 7, 10, 15 or 20 years, depending on the 
type of property. The depreciation method for property in the 3, 5. 7 
and 10- year classes is 200 per cent declining-balance, with a switch to 
the straight-line method to maximise the deduction. The depreciation 
method for 15 and 20-year property is 150 per cent declining-balance, 
with a switch to the straight-1 ine method to maximise the deduction.
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The recovery periods for residential rental property and non-residential 
read property are 27.5 and 31.5 years, respectively. In addition, the 
straight-1ine method of depreciation is required.
High-priced automobiles and other "listed property" used not more than 
50 per cent in the taxpayer's trade or business cure subject to special 
rules designed to limit the recovery deduction in any given year.
The cost recovery methods and period are the same for both new and used 
property. An election to use the straight-line method over the regular 
recovery period, or a longer recovery period, is also available.
Separate methods and periods of cost recovery are specified by Statute 
for tangible personal and read property outside the U.S. and for special 
categories of property.
Tax depreciation or cost recovery under ACRS is not required to conform 
to book depreciation.
The cost of certain intangibles, such as patents, copyrights and 
contracts, the useful life of which is definitely limited in duration, 
may be aunortized under the straight-line method. In general, 
expenditures paid or incurred after 1986 for trademarks may not be 
amortized.
A deduction for depletion is permitted with respect to wasting assets, 
such as naturad resource deposits and timber. There are two general 
methods of computing depletion, one based on cost and the other, termed 
percentage depletion, based on certain specified percentages of the 
gross income from the property.
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Limit, and Ratra of Tax
Chapter XI

Country (i) Basic exenjrtion or threshold (ii) 
level

Other personal allowances, if any

Australia For residents AS 5100 (for the 
year 1989-90).

For 1989-90 rebates allowed for 
residents from gross tax payable 
are:

Danmark

Spouse A$ 1,000®
Daughter-housekeeper A$ 1,030®
Invalid relative A$ 450
Parent or spouse's 
parent A$ 900
® Increased by A$ 200 if taxpayer 
supports a child or student.
Married taxpayers are entitled to 
deduct BF 134,000 each from their 
taxable income. For single 
persons the .deduction is BF
170,000.
Taxpayers nay claim a deductible 
allowance for dependants. 
Qualifying dependants are:
(i) descendants, (2) ascendants, 
(3) foster children, (4) 
relatives in the collateral line 
of consanguinity. The deductible 
amounts, which have to be 
aggregated with the basic 
allowance, increase progressively 
with every child. For 
dependants, other than children, 
the allowances is BF 36,000 per 
dependant.
From 1987, when a major tax 
reform took place, a distinction 
is made, for national income tax 
purposes, between personal income 
and income from capital. Total
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Federal Please see column (iii) under
Rep. of this Chapter.
Germany

taxable income is subject to a 
general income tax rate (22% for 
1990), whereas additional rates 
of 12% and 6% for 1990 are 
imposed on personal income above 
a certain threshold and on the 
aggregate of personal income and 
income from cpaital above a 
certain threshold, respectively. 
Under this new-systera, many 
deductions are available only in 
computing total taxable income 
subject to 22% rate, and not in 
computing personal income or 
income from capital.
There is a personal deduction, 
which is adjusted annually. For
1990, the national tax deduction 
is DKr. 30,200 and the local 
deduction DKr. 23,700. This 
allowance is not deducted 
from income, but the "tax value" 
of the allowance is deducted from 
the amount of tax; in effect, it 
is a tax credit.
Child deductions are not granted 
but taxpayers with minor children 
are entitled to various tax-free 
child subsidies payable by the 
Government. (People with children 
less than 18 years old receive a 
cheque from the state every year; 
Dkr. 5,750 per child in 1990.)
From 1 Jan. 1990, the basic 
allowance granted to every resi­
dent taxpayer amounts to 5,616 DM 
for a single person and to
11.232 DM for jointly assessed 
married couples.
A child deduction of 3,024 DM per 
annum is granted for every child 
maintained by the taxpayer (or 
spouses jointly). If spouses are 
assessed separately, both are
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Indonesia NIL

Japan

entitled to a deduction of 1,512 
DM per child p.a.
Personal Allowance admissible 
for 1990 and later years:-

For the taxpayer 1,440,000
For his spouse 720,000
If the spouse earns J 
an income apart frora!1,440,000 
that of her husband J
Any dependent child 17,200,000 
and other person in leach with 
the family of the |a maximum of 
taxpayer Jthree such

!deductions.
For Financial Year 1989, a basic 
allowance of Y. 350,000 is 
allowed to the taxpayer.
In addition two allowances are 
available in respect of an 
individual's spouse. The basic 
spouse allowance is Y. 350,000 
(Y. 450,000 if the spouse is 
70 years old or more). This 
allowance is available subject 
to certain ceilings of the 
earned and unearned income of 
the spouse and the spouse is 
dependent. The second, or 
special allowance is available 
to an individual whose total 
income does not exceed 
Y. 10,000,000. This special 
allowance based on a certain 
fomula is subject to a maximum 
of Y. 350.000.
Allowances available for other 
categories are:
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Korea

Handicapped (taxpayer, 
spouse or dependent)
Aged 65 years or more 
whose annual income 
does not exceed Y.10 
million.
Widow/widower (subject 
to certain conditions)
Working student
Dependent relatives 
living with taxpayer

if aged 16 to 23 
or 70 years or 
more

3L
270,000

500.000

270.000
270.000

350,000 

Y. 450,000

if parent, grand­
parent Y. 550,000

As from 1 January, 1991 the basic 
exemption is W 480,000 per 
year for a wage earner.

As from 1 Jan. 1991, an exemption 
of W 540,000 for a 
spouse who lives with the tax­
payer and who has income (other 
than interest, dividend and 
rental income) of less than the 
W 540,000 exemption amount.
An exemption of W 480,000
for each dependent upto a maximum
of two persons.
An exemption of W 480,000 
for each handicapped 
person in the taxpayer's house­
hold.
An exemption of W 480,000 for 
each resident who is 
older than 65 or who has an 
older person in his charge.
An exemption of W 540,000 is 
allowed for a female householder
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with dependents.
Special earned income deduction 
allowed from 1 Jan. 1991 is as 
follows:
Annual Salami TWhir-t.inn

(In million won)
upto 2.3 Full amount
Over 2.3 W 2.3 mil.

plus 30% of 
the excess, 
upto a maxi­
mum of 
W 4.9 mil.

On retirement allowance, a 
deduction of 75% of the income 
amount plus fixed amount for 
each year of employment is 
allowed.

Sri Lanka 1979-80 to 1983-84
1984-85
1985-86
1986-87 onwards

= Rs. 12,000 
= Rs. 18,000 
= Rs. 24,000 
= Rs. 27,000

The non-resident individuals are 
not entitled to this tax-free 
allowance.

Allowance computed under Quali­
fying Payments (Sec. 31) is 
granted to taxpayers who have 
made certain investments mention­
ed in section 31. Total of 
deductions under Qualifying 
Payments should not exceed one- 
third of the assessable income 
except certain items.

O.K. Nil The Personal allowances for 
1990-91 are:

Pounds

Personal allowance

Age under 65 
Age 65-74*
Age 75 & over*

3,005
3,670
3,820

Married couple's Allowance

Age under 65 
Age 65-74*

1,720
2,145
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Additional personal allowance
For a single person who 
has responsibility for a 
child. 1,720
Widow's bereavement 
allowance 1,720
Blind Person's Relief 1,080
* These allowances are reduced 
if the taxpayer's income exceeds 
a certain level (Pounds 12,300 
in 1990-91).

S.A. Standard deduction is available
to US citizens and residents but 
not to non-resident aliens, and 
may be used where it exceeds the 
total amount of itemized deduct­
ions otherwise allowed. The
standard deduction varies depend­
ing on the taxpayer's filing 
status and will be indexed for 
inflation beginning in 1989.
For the years 1989 and 1990, 
the standard deduction amounts 
are as follows:
Filing Status Standardnftfimt.inn

Age 75 and over* 2,185

Married/Joint return 
Head of household 
Single
Married/separate
return

1989 1990
$ $

5,200 5,450
4,550 4,750
3,100 3.250
2,600 2,725

An additional standard deduction 
amount of $ 650 for each elderly 
(65 or older) or blind individual 
filing a joint return is allowed. 
For single taxpayers, the



Chapter XI (i) & (ii) 81

additional amount is $ 800.
The itemised deductions, covering 
certain expenses incurred, state 
and local taxes, contributions to 
U.S. charities, casualty or theft 
losses on non-business property 
subject to certain limitations 
and interest expense, may be 
deducted only to the extent they 
exceed in aggregate 2 per cent 
of the taxpayer's adjusted gross 
income.

In addition to these deductions, 
citizens and residents are 
entitled to deductions for 
personal exemptions as below:

1987 1988 1989
$ $ $ 

Self 1900 1950 2000
Spouse(if 1900 1950 2000
separate returns 
are not filed)
Dependents(each)1900 1950 2000
Starting in 1990, the 1989 amount 
will be adjusted for inflation.
A non-resident alien engaged in a 
U.S. business is entitled to only 
one personal exemption.
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Kxr-mrhi m  f.i mit. and Rates o f  Tax ( Contd. .  )

Country (iii) Slab rates - income bends 
and tax rates

Australia For individuals, tax rates
effective as of Jan. 1, 1991 
are as follows:

(iv) Whether part of the tax 
statute or enacted every 
year

Enacted every year.

Tasahle IsoomeXA*) TncanaJat
perotat

RrynrWits
0 - 5,400 

5,401 - 20,700 
20,701 - 36,000 
36,001 - 50,000 
Over 50,000

NIL
20
38
46
47

In addition, a 1.25% medicare levy 
is payable on the taxable incomes 
of Australian residents, with 
relief available to certain low- 
income taxpayers.

0 - 20,600 29
20,601 - 35,000 39
35,001 - 50,000 47
Over 50,000 48
Corporate income tax rate is 39 per 
cent from July 1988.
A 50% undistributed-profits tax is 
levied on private companies' 
undistributed profits amounting to 
more than a retention allowance of 
80 per cent of after tax trading or 
business income.
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ffalgiiM For assessment year 1990, the Enacted every year,
standard corporate income tax 
rate was 43% for resident companies.
For assessment year 1991, the rate 
is 41% and as of assessment year 
1992 it is 39%. For companies with 
taxable income less than BF 16.6 
million in assessment year 1990,
BF 14.8 million in assessment year
1991, and BF 13.0 million in 
assessment year 1992 lower rates 
apply, unless the firm is 
a holding company or is more than 
50% owned by one or more cor­
porations, in which case the normal 
rate applies at all income levels.
The tax on non-resident companies 
is levied at a rate of 43% as of 
assessment year 1991, prior to 
which the rate was 48%.
Personal tax rates rise progressively 
to 55%. For assessment year 1990, 
the personal tax rates are: -
Inonao (BP) Bate (%)

First 237,000 25
237,000 - 314,000 30
314,000 - 449,000 40
449,000 - 1,031,000 45

1,031,000 - 1,547,000 50
1,547,000 - 2,268,000 52.5
Any excess 55

Danmark From assessment year 1991-92, Enacted every year,
a single rate of 38% as corporate 
income tax is applied to retained 
and distributed taxable income 
of locally incorporated firms and 
branches of foreign companies.
{Additional withholding tax at the 
rate of 30% is levied on dividends 
distributed}.
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Federal 
Rep. of 
Germany

The 1986 reform created three income 
categories for individuals: taxable 
income, personal income and capital 
income. Each is assessed and 
taxed differently.
The rates of national income tax 
(which is imposed on three elements 
since January 1987) are as follows 
for 1989:
On total taxable income - 22%
Plus: on personal income

exceeding DKr. 222,800 - 12%
Plus: on the aggregate of 

personal income and 
income from capital 
that exceeds Dkr. 144,900 - 6%

For 1990, negative income from 
capital is deductible for purposes 
of the 6% and 12% tax rates to the 
extent such negative income exceeds 
DKr. 110,000 but not DKr. 150,000.
The total tax rate for individuals 
is 65 per cent in 1991 and 62 per 
cent thereafter, which is the maximum 
rate limit (national plus municipal 
taxes).
All low and many middle incomes, 
however, consist primarily of 
taxable income and will be taxed 
at a flat rate of 51.6%.
From the assessment year 1990 Enacted every year,
(income year 1989) onwards, the 
individual income tax rates are 
as follows:



Chapter XI (iii) & (iv) 85

Range of taxable Marginal Single 
incom a (EM) rate(X) persons'

tax(DM)
Married
persons'
tax
(joint
assess­
ment)
(EM)

Upto 5,616 Nil Nil Nil
5,616 - 8,153 19 0-472 Nil
8,154 - 120,041* 19-53* 482-40,751 0-28,846

120,042 upwards 53 40,751-upwards 28,846-upwards
* In the zone of linear progressive 
taxation the marginal tax rate 
increases symmetrically. Every 
increase of the income by 10,000 DM 
leads to a raise of the marginal 
tax rate by 3 percentage points.
Example:
- income 8,000 DM, marginal rate 19%
- income 18,000 DM, marginal rate 22%
- income 28,000 DM, marginal rate 25% and so on.
Corporation Profits Tax. (1990)
Companies incorporated under 
German Law:
Profits distributed to 
stockholders 36%
Undistributed profits 50%

Non-resident companies 46%
Indonesia Commencing Jan. 1, 1984, the Enacted every year,

income tax rates applicable to 
both corporations and individuals 
are:
TVnrahla Tnfmnw B a tfi

Upto Rp.10,000,000 
Over Rp.10,000,000 to

15%
25%
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Japan

50,000,000 
Over tip.50,000,000 35%
Non-residents are taxed a flat 
20% on income received in or 
derived from Indonesia, including 
"passive" income such as rents, 
royalties, interests, dividends, 
branch profits, guarantee fees, 
and technical and management 
services performed in Indonesia.
Non-residents do not have to file 
returns; rather the 20% tax is 
deducted by the Indonesian payer 
and is considered a final tax on 
the non-resident.
Certain companies, such as petroleum, 
mining, shipping, airline and 
insurance coapanies, are subject to 
corporation tax, which differs in 
various ways from the normal system -
i.e. determination of taxable income, 
concessional rates of taxes on high- 
risk or long-term nature of the 
investment involved, exemptions from 
withholding taxes on interest and 
dividend remittances, levy of a 
corporate tax on windfall profits.
For individuals, the rates for the Enacted every year, 
taxable income 1989 are:
Orer Not orar Rate
Y. Y. %
__ 3,000,000 10

3,000,000 6,000,000 20
6,000,000 10,000,000 30
10,000,000 20,000,000 40
20,000,000 — 50
The rates are to be applied to each 
category of taxable income: ordinary 
taxable income, taxable retirement 
income or taxable timber income.
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Corporate tax rates for the 
financial year 1990 are:-
Corporations with a capital 
exceeding Y.100 million -37.5%
Corporations with a capital 
not exceeding Y.100 million:
- First Y. 8 million of income - 28%
- Income in excess of Y.8
million - 37.5%

Korea As from 1.1.91, the individual Enacted every year,
income tax rates are: -
Taxahla ham Bate X
(In millim won)
Qwar Not more than

4 5
4 10 16
10 25 27
25 50 38
50 50
From 1991, the corporate tax rate 
schedule, applied on a graduated 
basis, is as follows:-

Taxable income Rate 
(in million won) %

1. Private domestic
corporations and Not over 100 20
foreign Over 100 34
corporations

2. Public domestic Not over 300 17
corporations Over 300 25

3. Non-profit Not over 80 20
corporations Over 80 27

An unlisted large-scale corporation 
which has excessively accumulated its 
undistributional income within the
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corporation shall be subject to the 
accumulated earnings tax at 25% of 
the tax amount, in addition to the 
tax prescribed above.

Sri Lanka Assessment year 1990-91: Enacted every year
I n d iv id u a ls : -

1-21,000 10%
21.001-45,000 20%
45.001-69,000 30%

Balance 40%
The tax rates applicable to different 
types of companies are as below:

Rate
1) Quoted public companies

and people's companies 40%
2) Small Companies:

Taxable income -
Not exceeding Rs. 250,000 33.3%
Exceeding Rs. 250,000 but
not exceeding Rs. 333,333 100%

3) Other companies 50%
4) Charitable institutions,

Ernployees' Trusts,
Provident or Pension Funds 10%

O.K. For 1990-91, the personal income Enacted every year
tax rates are:
Tax hranW. Rate

(Pounds)
0 - 20,700 25%
Over 20,700 40%
For the tax year 1990-91 
the rate of corporation 
tax is 35%.
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However, tha tax rate on corporate 
profits of less than Pounds 200,000 
is only 25% and the marginal relief 
that bridges this rate and the 
standard 35% rate continues 
to apply to profits of 
Pounds 200,000 - 1,000,000.

O.S.A. Effective from 1.1.1990, individual Enacted every year,
income tax rates are as follows.
(a) Mar-HaH fcnmarors filing 

inint. wrtums:

Tf«ahlft Inmmn Saga
$

Over Hot over 
0- 32,450

32,450- 78,400 
78,400-162,770 
162,770
(b) MarHflri TamavRr Filing 

awfaarsrto mhims:
Tavahlft Tnrymft faff)

$

Over Not over
0- 16,225 

16,225- 39,200
39,200-123,570 
123,570
(c) TWanr-HflH Tmrofmirai

(i) fiinglfl
Tnxahlf) Tnnnmft Xaffi

$

Over Not over
0- 19,450 15

19,450- 47,050 28
47,050- 97,620 33
97,620 28

15
28
33
28

15
28
33
28
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(ii) Haarf of Household 
Taxable Trmnmpi 

$

Over Not over
0- 26,050 15

26,050- 67,200 28
67,200-134,930 33
134,930 28
Por 1989 Regular FWferal Twywr Tay 
«i ^mnratfl TnonmP, A * as follons:

Taxable Tnonmn Rate %
$

Upto 50,000 15
Over 50,000 to 75,000 25
Over 75,000 34
In addition a 5 per cent surtax 
applies on taxable income between 
$ 100,000 and $ 335,000.
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Chapter XII

Country (i) Whether permitted (11) If yes, the scope and how 
carried out

Australia Yes.

Balgiim Yes.

Dm w u t  Yes.

Federal 
Bap. of 
Germany
Indonesia

In determining a capital gain, 
the cost base is adjusted for 
changes in the consumer price 
index. The cost base in 
calculating capital losses 
is not adjusted for inflation.
The basic rate of investment 
deduction is adjusted for 
inflation. Limited indexation 
of cadastral income [see Chapter 
XIII(i)] has been reintroduced.
(i) A personal allowance granted 
in the form of a deduction from 
income tax payable is adjusted 
annually chi the basis of the 
price regulating index.
(ii) The threshold for taxing 
personal income is adjusted 
annually to reflect inflation.

Korea Yes, in the case of assets. The Asset Revaluation Law allows 
assets to be revalued to market 
value when the wholesale price 
index increases 25 per cent from 
the acquisition date or prior 
revaluation date. The new depre­
ciation base is the grossed-up 
book value of the asset. (A tax 
at the rate of 3 per cent is paid 
on the incremental value.)
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Sri Lanka No.
O.K. Yes.

But tax relief for the effect 
of inflation on opening inventories 
has been abolished.

□.S. A. Yes.

The indexation provisions were 
amplified by the 1985 budget.

,-r
Deduction in the capital gain is 
allowed for inflation as measured 
by the official retail price 
index.
The threshold for Inheritance 
Tax is increased annually in 
line with inflation.
The standard deduction allowed 
for individuals will be indexed 
for inflation beginning in 1989. 
As for personal allowances, 
starting in 1990, the 1989 
amount will be adjusted for 
inflation.
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SpBcial.Dfriif7t-.iana. Kmnptiims and Other PttrfflTfinras

Chapter XIII

Countxy (i) Those relating to (ii) Those relating to (iii) Those relating to
specified incomes savings or specified expenditure

investments
Australia From July 1, 1987, 

dividends paid by 
resident corcpanies 
qualify for full- 
iraputation credits, 
provided they are paid 
out of a qualifying 
dividend account made 
up of profits already 
taxed at the regular 39 
per cent corporate rate.
Resident taxpayers are 
granted a credit for 
the lower of either 
the Australian tax 
or the foreign tax 
applicable to foreign- 
sourced dividends and 
receive imputation 
credits to offset 
corporate taxes paid 
on qualifying dividends 
from domestic sources.

A resident individual 
taxpayer is entitled to 
receive a concessional 
rebate for qualifying 
expenditure. Such 
expenditures include life 
insurance premiums and 
superannuation (retire­
ment) fund contributions 
(up to a combined total 
of A$ 1,200 a year) 
educational expenses 
(up to A$ 250 per child), 
taxes cxi a home (upto 
A$ 300) and soma medical 
and dented costs. The 
rebate is at the rate 
of 30 per cent of the 
excess qualifying 
expenditure over AS 
2 ,000.

BBlgiim An amount of BF 120,000 
for the main oocupier 
plus BF 10,000 for 
each extra dependent 
person living in the 
house on 1 January of 
the assessment year is 
deductible from the 
imputed income from 
the taxpayer's main 
dwelling house. (The 
imputed income, in 
principle, is deter­
mined on a notional

Interest from 
certain savings 
deposits with 
approved insti­
tutions is exempt 
from income tax 
and from with­
holding tax 
(movable pre­
payment) up to 
BF 52,000 per year.
Furthermore, 
employees can

The following are 
deductible :-
(1) Contributions paid 
through employer to group 
insurance or pension 
plans in Belgium.
(2) Life insurance premium 
with certain limitations.
(3) Interest within cer­
tain limits. Interest 
on mortgages up to
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basis - cadastral deduct from their
income.) taxable income

up to BF 21,000 
per individual or 
per spouse for 
shares purchased in 
the company employ­
ing them.
From assessment 
year 1987, each 
individual taxpayer 
between 18 and 64 
years of age is 
entitled to 
deduct from tax­
able income 
regular payments 
to special savings 
accounts of 
public credit 
institutions, 
private savings 
banks or Belgium 
insurance com­
panies up to BF
21,000 per year. 
Married tax­
payers may to­
gether deduct 
BF 42,000.
To obtain the 
deduction, 
certain conditions 
are to be ful­
filled.
A choice must 
be made between 
this deduction 
and that in 
respect of the 
purchase of 
shares in the 
employing company. 
It is open to 
each spouse to 
make the choice

the total amount of 
immovable property 
income.
(4) Eighty per cent of 
the support payments to 
near relatives or separa­
ted spouse.
(5) Charitable contri­
butions to certain 
institutions to certain 
percentage of taxable 
income.
In some cases a lum-sum 
expense deduction is 
available e.g. for income 
from employement and 
liberal professions.
(If the actual expenses 
exceed the lump sum dedu­
ction, the actual expenses 
may be deducted.) The 
lump-sum expense deduct­
ion from assessment year 
1990 onwards is as 
follows:
Income Deduction

B.F
0-155,000 20%

155.000-309,000 10%
309.000-516,000 5%
On the excess 3%
The maximum deduction is 
BF 103,000.
Company directors and 
similar persons may only 
deduct a lump-sum amount 
of 5% of qualifying 
income up to a maximum 
of BF 103,000.
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Denmark
for him or herself.

Resident corporations Dividends, 
owning less than 25 per interest receipts, 
cent as well as resident rental value of 
individuals (whatever the own dwelling 
size of their holding), (in 1990, 2.5% 
receive a 25% tax credit of a house's 
on dividends net of value up to
withholding tax but they Dkr. 1.3 million 
must declare as taxable and 5% of the 
income the gross remainder) are
dividend plus the credit.included in the

net capital
Resident taxpayers of 
67 years are entitled to

income after 
setting off

a deduction in conputing interest payments
their taxable income, 
amounting to 30% of 
their income consisting 
of interest, annuities 
and pensions. This 
deduction may in no 
case exceed 3,600 DKr. 
per annum.

against interest 
receipts, rental 
value, etc. Net 
capital income 
is included in 
the total taxable 
income. Stock 
dividends are 
not considered 
as taxable.

An employee is entitled 
to deduct traveling and 
automobile expenses, 
unemployment insurance 
contributions, trade 
union subscriptions, 
subsriptions to profess­
ional associations, nece­
ssary business literature 
tools of trade, etc.
An employee moving from 
one location to another 
for the same employer may 
deduct certain moving 
expenses plus an 
additional Dkr 3,000 to 
DKr 6,000.
Instead of claiming 
deductions for such 
expenses incurred in the 
performance of duties, 
a standard allowance is 
available amounting to 
5 per cent of remunera­
tion with a limit of Dkr. 
3,200 per year.
The most common deduct­
ions are:
(1) Life insurance 
premiums, contributions 
paid under a pension 
scheme with a foreign 
insurance company, pre­
miums for sickness and 
accident insurance, and 
deposits on children's 
savings accounts upto 
certain maximum.
(2) All interest paid.
(3) Contributions or



Chapter XIII 96

Federal 
Rep. of 
Germany

of profit distri­
butions may be set 
off by the reci­
pient share­
holder against 
his own tax 
liability. The 
amount of credit 
is 9/16 of gross 
dividends or

Overtime premiums for 
work performed on 
Sundays, bank holidays 
and at night are not 
taxable, provided they 
are paid in addition 
to basic wages and 
do not exceed a certain 
percentage of wages.

Certain interest 
payments, e.g. 
cxi federal fixed 
interest bonds, 
mortgage bonds 
and Municipal 
Government 
debentures, are 
exempt from tax.
The corporate 
income tax imposed 
on dividends and 
similar kinds

premiums paid under 
certain pension schemes 
with a Danish pension fund 
or insurance company.
(4) Alimony to a former 
wife, contributions to own 
children upto 18 years of 
age who aure living apart 
from the contributor and 
certain other maintenance 
contributions.
Research and development 
costs may, at the election 
of the taxpayer be deduct­
ed in full from the tax­
able income in the year 
in which they are incurred 
or amortized by equal 
annua] instalments in that 
year and the four 
succeeding years.
Certain deductions that 
would not qualify under 
the general rule are 
specifically allowed (by 
section 9 of the cor­
poration profits tax law) 
and certain qualifying 
expenses sure specifically 
prohibited by section 10 
of that law, e.g., 
expenses incidental to 
the issue of shares, 
stock, etc., are deducti­
ble .
Standard (lump-sum) 
deductions for assumed 
expenditure are provided 
for, e.g.
- 100 DM for investment 
income (for jointly 
assessed married couples 
200 DM).
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distribution 
received; the 
taxable income 
has to be 
increased by 
the credit.

- 200 DM for income of 
a recurring nature and 
for income from main­
tenance payments; and
- 2,000 DM for employment 
income replacing (from
1 Jan. 1990) former 
various lump-sum 
deductions.
Deduction of special 
personal expenses (i.e., 
expenses of a personal or 
family nature) incurred by 
an individual is permitted 
within certain limits, for 
reasons of social policy, 
such as maintenance 
payments up to 36,000 DM 
for a divoroed or 
separated resident 
spouse, contributions 
to the health, pension 
and unemployment 
insurance, etc.
Interest charges 
involved in purchasing 
an owner-occupied 
dwelling are fully 
deductible.
Additional deductions 
are permitted for 
premiums or other 
contributions to life, 
sickness or accident 
insurance, as well as 
regular payments to 
building societies, 
subject to a maximum 
limit.
Allowances are granted 
for exceptionally heavy 
financial burdens, such as
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Indonesia

expenditure incurred for 
the support and education 
of a person, other than a 
dependent child, for 
professional education of 
a dependent child, for a 
maid where a taxpayer is 
over the age of sixty, 
heavy medical fees, cost 
of maintaining dependent 
relatives.
Old age allowance in the 
case of a taxpayer who 
has completed his sixty 
fourth year is allowed. 
Monthly tax-exempt cash 
allowances for each child 
is allowed, if the child 
lives in Germany.

Gifts or aid received 
that are not related 
to the profession of 
the individual concern­
ed, inheritances, and 
payments received 
from insurance cocqpanies 
because of accident, 
illness or death and 
scholarship insurance- 
all these are not 
regarded as taxable 
income.

Interest on viii r 
deposits and 
savings are not 
subject to tax.
Withholding tax 
is not applicable 
to dividends paid 
by a resident 
subsidiary to a 
resident parent.
Interest from 
savings schemes 
like TASKA 
(Time Insurance 
Savings) and 
TABANAS (National 
Development 
Savings) derived 
by residents is 
exempt.

A specific tax exemption 
or concessional deduction 
covering approved business 
and occupational expenses 
is granted to employees 
in an employment relation­
ship; this amounts to 5 
per cent of the gross 
income to a maximum of 
Rp. 540,000 per annum.
(as from 1990).
Contributions to a 
pension fund approved 
by the Minister of 
Finance are recognised 
as allowable deductions.
In addition, payments to 
the Workers' Social 
Insurance Programme 
(ASTEK) for old age 
pension are fully 
deductible.

Japan An employment income Interest income Medical expenses that
deduction, in addition from bank current exceed the lesser of
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to other deductions, deposits,
is available at the interest or
following rates:- distribution of

profits from
Annual ftarnflri TVytirrt.inn IWimt.inn deposits or joint 
Tnrana on lower m  hrarfoafconerat.i on trusts

Iqqqdb which students of
(Y.thousands) (Y.thousands) (%) primary, junior 

or senior high
Upto 570 100 schools make or

570- 1,650 570 40 entrust.
1,650- 3,300 660 30
3,300- 6,000 1,155 20 Certain types of
6,000-10,000 1,695 10 interest when
Over 10,000 2,095 5 received by 

individuals
These deductions are or widows with a
not applicable to dependent child.
non-residents.

Interest received
Farm income from newly by any individual
cultivated land, up on savings under
to a maximum of certain employee
Y. 3 million. savings plans for 

the purpose of 
buying a house 
or providing a 
retirement pension 
upto a maximum 
capital of 
Y 5 million.

Korea An annual deduction of Interest income
50 per cent of severance earned on National 
indemnity plus fixed Savings Asso- 
amount for each year of ciation deposits 
employment is allowed on is non-taxable, 
retirement allowance.

Under the Foreign 
Foreign nationals working Capital Inducement

Y. 100,000 or 5% of gross 
income are deductible 
upto a maximum of Y.2 
million.
Social insurance premiums 
are fully deductible while 
life insurance premium may 
be subs tracted upto a 
ceiling of Y. 50,000.
Deduction is allowed for 
casualty insurance pre­
miums of upto Y. 3,000 - 
unless the policy's terra 
is 10 years or longer 
in which case the maximum 
deduction is Y. 15,000.

Amounts of qualifying 
contributions exceeding 
Y. 10,000 may be deducted 
upto a maximum of 25% of 
gross income.
Unreimbursed casualty 
losses in excess of 10% 
of gross income are 
generally deductible.
Where direct expenditures 
related to casual ties 
are incurred, the amount 
of the expenditures in 
excess of 10% of gross 
income or Y. 50,000, 
whichever is less, is 
deductible.
Interest, royalty and 
rnanagmant fee payments 
to foreign affiliates 
are deductible for 
income tax purposes.
All taxes, other than 
income tax plus surtaxes,
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for a company registered 
under the Foreign 
Capital Inducement Law 
(FCIL) are exempt from 
personal income tax on 
wages and salaries 
received from the 
foreign-invested 
entity for a period 
of five years. (This 
exemption has been 
abolished for foreigners 
working with a foreign 
company approved under 
the FCIL on or after 
1 January, 1989)
Under FCIL, income 
from supplying 
technology (royalty) 
is exempt from tax for
5 years.
Income derived from 
trust assets of 
charitable trusts 
is exempt.
For a wage and salary 
income earner with 
annual gross income 
of W 36 mil. or less,
20% of the calculated 
tax amount up to 
W 500,000 per year is 
deducted from the income 
tax amount.

Law, tax exemption 
for five years is 
available in 
respect of amounts 
of dividends 
received, and 
gross receipt 
or derived from 
interest on loans 
or deposits.
Interest income 
from loans provided 
by the inter­
national agencies. 
Dividends received 
by an institutional 
investor from a 
listed company.
If a resident 
has savings 
through the 
National Savings 
Assn., 5% of the 
savings is 
deducted from 
global, income 
tax amount.
For a member of 
Employee's 
Stock Holding 
Association 
having savings 
or payments 
through the Assn., 
15% of savings 
or payments is 
deducted from 
global income tax.

are deductible.
Monthly contributions 
by organisations to the 
national pension fund 
(required under the 
National Pension Law, 
effective from 1.1.88) 
are deductible.
A deduction for certain 
insurance premiums,
(max. W.240,000) 
compensation for actual 
medical expenses 
(max. W. 1 rail.), 
educational expenses 
upto prescribed 
maximum is available.
All business-related 
expenses, such as 
roving expenses, 
travel expenses, 
automobile expenses, 
and certain amount of 
entertainment expenses 
are tax deductible.
Certain types of charit­
able contributions, 
generally upto a maxi­
mum of 5 per cent of 
gross global income, 
aure deductible.

Sri Lanka Employment income of 
government servants 
and of employees of 
govemmsnt corporations 
is exempt; this is not 
applicable to a non­

interest
receivable by an 
individual from 
certain speci­
fied savings 
certificates,

Allowance in respect of 
qualifying payments is 
deductible upto a maxi­
mum of Rs. 50,000 in an 
assessment year. 
Qualifying payments
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citizen who was brought 
to and employed in 
Sri Lanka on or after 
15 Nov. 1979.
Official emoluments of 
public servants and of 
other government bodies.

O.K. Taxable earnings may
be reduced by a pro­
portion of earnings 
attributable to duties 
performed abroad where 
there is a minimum 
absence from the U.K. 
of thirty working days 
in a year.
U.K. or oversects 
alimony received is 
exempt.
Certain social security 
benefits, certain lump 
sums under retirement 
annuities, compen­
sation for loss of 
employment up to 
Pounds 30,000, wages 
in lieu of notice, 
payments to employees 
undergoing sandwich 
courses are exempt.

Deposits in Banks, 
and from NRFC A/c
& PCBU is exempted
Shareholders who 
invest in under­
takings approved 
by the Minister 
of Finance and 
Planning are 
eligible for 
investment relief 
on their invest­
ment in equity.

According to per­
sonal Equity Plans 
(PEPs) introduced 
in 1986 budget, 
individuals who 
invest up to pounds 
3,000(from Sep.'91) 
a year in 
companies on the 
London Stock 
Exchange or the 
unlisted securities 
Market will be 
free from capital 
gains tax 
if the
shares are held 
for over a year.
Subject to ful­
filment of the 
conditions, 
dividend income 
from PEP is 
tax free and 
interest which 
is reinvested is 
exempt from

include donations to an 
approved charity, repay­
ment of capital of any 
loan granted for 
construction or purchase 
of a house or a site, 
life insurance and 
medical insurance 
premiums, contributions 
to approved provident 
fund or pension fund, 
subscription to any 
professional association 
by professionally 
qualified individual, 
educational expenses 
of a child under 30 
years being educated 
outside Sri Lanka.
Contributions to pensions 
are wholly deductible 
from taxable income.
Travelling expenses 
(excluding travelling 
between home and work) 
and other expenses 
wholly, exclusively and 
necessarily incurred in 
the performance of his 
duties are deductible.

House moving expenses 
reimbursed by the 
employer are not taxed 
if the move arises from 
a new employment or a 
transfer from one location 
to another at the 
request of the employer.
Subscriptions to pro­
fessional associations 
related to the particular 
employment are normally 
deductible.
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higher rate 
tax.
[The annual 
investment limit 
in PEP has been 
increased to 
Pounds 6,000 
for 1990-91.]
Approved profit- 
sharing schemes 
sure relieved of 
tax liability 
up to Pounds 
4,000 a year.
Interest on 
National Savings 
Certificates, on 
save as you earn 
(SAYE) certified 
contractual savings 
scheme, the first 
Pounds 70 of 
interest on an 
ordinary deposit 
with the National 
Savings Bank, and 
interest earned 
on the Tax Exempt 
Special Savings 
Accounts (TESSA) 
are exenpt.

U.S.A. Exclusions from gross
income specifically 
provided are:
1. Generally, life 
insurance proceeds 
when paid by reason 
of the death of the 
insured.
2. Certain interest on 
obligations of States

Contributions to 
a qualified retire­
ment plan for the 
self-employed and 
for certain retire­
ment savings under 
certain circum­
stances. When 
deductible, both 
are subject to 
annual limitations.

or political subdivisions Deductions are

Interest payments on the 
first pounds 30,000 of 
house mortgage and 
improvement loans are 
normally deductible.
Payments of up to pounds
5,000 a year under charit­
able deeds of covenant 
are deductible, but 
ordinary charitable 
donations are not.
Employees' social security 
contributions and private 
medical expenses are not 
deductible, nor are life 
insurance premiums (except 
for those on policies 
issued prior to April 5, 
1984, which are 12.5% 
deductible).

Taxes are generally 
deductible, including 
the crude oil windfall 
profits tax and super­
fund tax, payroll taxes, 
foreign taxes and State 
and local income taxes. 
However, federal income 
taxes, including the 
alternative minimum tax, 
the personal holding 
company tax and the 
accumulated earnings tax
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thereof, generally known 
as tax-exerapt municipal 
bonds.
3. Gifts, bequests and 
inheritances.
4. Social security bene­
fits, up to a limit.

allowed for cash 
payments to 
individual retire­
ment accounts 
(IRAs).
Investment 
interest for 
1990 is deductible 
to the extent 
of net invest­
ment income plus 
up to 10% of the 
next $ 10,000 
of investment 
interest expense 
($ 5,000 for a 
married person 
filing 
separately).

are not deductible.
Expenses attributable to 
the production of rents 
or royalties, subject to 
the "passive activity" 
rules and the "at-risk" 
rules, are deductible.
Certain alimony and 
separate maintenance 
payments are deductible.
Donations to religious, 
charitable, educational 
and other philanthropic 
organisations approved 
by IRS are deductible 
as itemised deductions 
up to a limit (50% of 
adjusted gross income).
Subject to certain limits, 
interest on debts for 
which a taxpayer is 
legally liable is 
deductible. Medical 
expenses incurred for 
taxpayer and dependents 
in excess of 7.5% of 
adjusted gross income 
are deductible.
Taxpayers who change jobs 
during the year can 
usually deduct some of 
their moving expenses, 
subject to certain 
limitations.
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Country

Australia

Belgium

Chapter XIV 

Other D irect, Taxes

(i) Basis for Charge (ii) Special ded­
uctions, exenptions 
and other exclusions

(iii) Tax Rates

(1) Payroll Tax
State Govts, and the 
Australian Capital 
Territory impose a 
uniform payroll tax 
on wages, salary, 
commissions, bonuses 
or allowances paid or 
payable to an employee.

(2 ) Beal Estate Taras

There are 
exemptions for 
small payrolls.

There are varying 
thresholds and

Land tax is levied by 
each of the State Govts.
(but not the Commonwealth exemptions.
Govt.) on the uninproved
capital value of land
at varying rates (on a
sliding scale) that
increase according to
the value of the
property.
(3) MflHiramR T^w
A medicare levy is 
payable on the taxable 
incomes of Australian 
residents.

Relief from the 
levy is given 
to certain 
low income 
taxpayers.

Uniform rate of 5%. The 
Northern Territory has 
reduced the rate to
4.5 per cent. New- 
South Wales and Victoria 
have increased the rate 
to 6 per cent on pay­
rolls in excess of A$ 1 
million per annum.

The rate of tax in any 
State does not exceed 
3 per cent except in 
Victoria where an 
additional surcharge 
of 1 per cent applies 
in certain circumstances.

The levy amounts to 
1.145 per cent of 
taxable income for 
the year ending June 30, 
1987 and 1.25 per cent 
for subsequent years.

This tax is levied on Special rates of The rates vary according
the value of an abatement aiv to the relationship and
inheritance from a provided for range from 3 to 80 per
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habitant (i.e., an 
individual who, at the 
time of his death, 
had his domicile or 
"seat of his fortune” 
in Belgium) of Belgium. 
In addition, tax for 
change of ownership as 
a consequence of death 
is payable on the value 
of real estate situated 
in Belgium inherited 
from a non-habitant of 
Belgium.

cent.
(1) direct heirs 
or between spouses 
having children in 
common.
(2) heirs, legatees 
and donees who have 
at least three 
living children 
below the age of 
twenty-one,
(3) inheritances of 
which the net 
amount is below
BF 25,000.
(4) legacies in 
favour of the state 
or public establish­
ments of the State.
The spouse and 
relatives in the 
direct line of 
ascendance or 
descendance of 
the deceased are 
entitled to a tax- 
free amount of 
BF 500,000 each.

2) Rift Tax

Registration tax is 
payable on gifts 
(donations) made in 
writing by registrable 
deeds. In principle, 
the donee is liable to 
pay the gift tax, 
but the contract can 
transfer this liability 
to the donor.

For spouses or close 
relatives, the rates 
vary from 3% for gifts 
worth less than BF
500.000 to 30% for gifts 
exceeding BF 20 million. 
For non-relatives, the 
rates vary from 30% for 
gifts of less than BF
500.000 to 80% for gifts 
exceeding BF 7 million.
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Denmark

3) Rftal Kstate Tax
Ths basis for this 
annual tax is the 
assumed net annual 
rental income from 
land, buildings and 
industrial equipment.
4) Movable Property Tax
This levy, deducted at 
source, is applicable 
to dividends, interest 
and royalties and is 
offset against income 
tax or refunded.
5) ttjnifiipfll tax

Municipalities may levy 
surcharges on the 
"national'' income tax.
1 ) t tm in in a l inrmnift t.ax

Municipal taxes sure 
usually levied by the 
local tax district and 
by the country tax 
district. The rules 
regarding the taxable 
base, carry-forward of 
losses, etc. are the 
same as for national 
income tax (of 22%).

2 ) Spenia l inrmmR tax

This tax is imposed on 
some types of capital 
gains and on a number 
of lump-sum income 
receipts, such as, 
payments upon 
termination of an 
enployroent or agency

The rate is 1.25 per cent 
in favour of the State 
and is increased by a 
surcharge in favour of the 
provinces and the 
communes.

For non-residents, such 
prepayments become the 
final tax.

Rate is on an average 
7% to 7.5%.

Allowable 
deductions are 
generally identi­
cal to those for 
national incorre 
tax. However, 
personal 
deductions for 
municipsd tax 
purposes differ 
from those for 
national income 
tax.

Imposed at flat rates, 
which vary from one 
municipality to the 
other. For 1990 they 
vary between 22.7% and 
31.4%.

Annual exemption 
of DKr. 6,000 is 
available, but 
only in respect 
of taxable lump­
sum income 
receipts, not in 
respect of taxable

Flat rate of 50%, 
which is imposed 
in lieu of ordinary 
national and 
municipal taxes.
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contract, certain capital gains.
gifts from employer,
etc.
3 ) Wraith Tax

All individuals, whether Excludes private 2.2 per cent of taxable
permanent or short-terra clothing, fumi- wealth exceeding DKr. 1.33
residents, are subject ture, and works million (for 1988).
to wealth tax on of art.
worldwide net assets. The rate is cut to

In arriving at the 1.5% in 1989
net assets, all 1.2% in 1990, and
liabilities 1.0% in 1991
(including mortgage 
and private loans) 
are deducted from 
the total assets.

4) Gift Tax

The amount of a gift
(a) from a donor to 
his(her) spouse which 
becomes his(her) 
separate estate under 
a marriage contract or
(b) to ascendant and 
descendant family 
members (not brothers 
or sisters) within a 
certain degree of 
relationship
is not included in taxable 
income but is subject 
to a special gift tax 
payable by the donee.

The base level for wealth 
tax liability will rise 
by 1992 to Dkr. 1.83 
million for single 
person and DKr. 2.76 
million for couples.
The aggregate of national 
and municipal income 
taxes and the net wealth 
tax should not exceed 
78% of income.

Gifts not exceeding DKr. 
8000 per annum may be 
made free of gift tax.
Depending on the 
relationship, gift tax 
rates range from 2 to 
90 per cent.
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Gifts to persons out­
side this family group 
are normally taxable 
income for the 
recipient, unless 
specifically exempt.

Inheritance from a 
person resident in 
Denmark at the time 
of death is subject 
to inheritance tax.
6) Hvrimrarhnn tax
Income derived from 
preliminary surveys, 
exploration and 
exploitation of hydro­
carbons and activities 
related thereto in 
Denmark including the 
territorial sea and 
the Danish continental 
shelf area, in another 
state to the extent 
that Danish souvereignty 
extends to such 
exploitation.

Federal 
Rep. of 
Germany

1) Busiimfifi Tax on

The taxable income 
for the personal 
income or corporation 
income tax (before 
adjustment for any loss 
carry forward) is taken 
as the starting point 
for determination of 
the income for this 
tax and certain addition 
and deductions are 
made.

PI. see item (1) 
under this head.

Exemption limit: 
DM 36,000 for 
individuals and 
partnerships.

The rates range from 2 
to 90 per cent depending 
on the family relation­
ship and the amount of 
inheritance.

The rate is 70% of the 
profits as reduced by 
the normal corporate 
income tax due. (Profits 
not subject to the 
hydrocarbon tax are 
subject to corporate 
income tax at the usual 
rate.)

For companies the basic 
tax rate amounts to 12 
to 20% approximately.
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2 ) Hhirnh T a x :-

9 per cent of the personal 
income tax payable.

The rate varies from 3 to 
70 per cent according to 
the nature of dependent 
beneficiary and the value 

or inter vivos. With rare For spouses 250,000 of transferred property, 
exceptions, inheritance For Children 90,000 
and gift tax are treated For grand 
alike. children 50,000

I 3,000 
For relatives! to

! 10,000

In addition, 
special maintenance 
allowances are 
available for 
spouses and 
children.

4) ftisinflss tjy m  remital

It is levied by muni­
cipalities or communi­
ties and in general 
is based partly cm 
trade income and 
partly on trade capital.

5 )  Wat. H fw lth  t jn r :-

It is an annual tax, Exemptions include 0.5 per cent for indi-
imposed can individuals, certain rights to viduals and 0.6 per cent

The basic tax rate is 
0.2% for companies, 
individuals and partner­
ships . No tax is assess­
ed on businesses whose 
taxable capital is less 
than DM 120,000. The 
range of rates is 0.5 to 
1 per cent.

Payable by all resident 
individuals who are 
members of the Roman 
Catholic, Jewish or 
German Protestant 
Churches.
3) Inheritance & Gift Tax:-
The inheritance tax is Allowances cure 
imposed on the gratuitousgranted as 
transfer of property follows:: 
either by reason of death DM
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corporations, other 
organisations or 
associations and 
trusts, whether in 
business or not.
Non-residents are 
subject to this tax 
on assets located 
in Germany, if their 
value is DM 20,000 
or more.
The law divides assets 
into four groups:-
(1) Agricultural
(2) Real Estate
(3) Business
(4) Other
All net assets of 
companies are treated 
as business assets 
regardless of their 
nature. Although the 
tax is, in principle, 
an annual tax, it is 
assessed at 3-year 
intervals, i.e., a 
general assessment 
will be effective 
for 3 calendar 
years. Changes 
arising during this 
period can only lead 
to interim adjust­
ments , under certain 
circumstances.

receive payments for companies.
such as pension
or alimony payable
under a court order
as well as social
security rights.
Resident taxpayers 
are allowed 
deductions as 
follows:

DM
Single 70,000
Married 140,000
Each depen­
dent child 70,000
Additional 
deduction is 
allowed to those 
of 60 and 65 years 
of age, viz.
DM 10,000 and 
DM 50,000 
respectively.
Debts as far as 
they are not 
related to exempt 
property are 
deductible from 
the tax base.
Only 75% of the 
taxable net 
worth of a 
business in excess 
of DM 125,000 is 
taxable. An 
allowance of DM 
19,999 is granted 
for both resident 
and non-resident 
corporations.
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Indonesia 1) Tax on land ft huiiriingR

The tax on land & The tax covers all
buildings, which replaces land and buildings
former property taxes, 
has been introduced 
from Jan. 1986 and 
provides for land 
and buildings to be 
taxed on the basis of 
taxable value, defined 
as 20 per cent of the 
market value.
Any person, resident or 
non-resident who owns 
a title to land or 
buildings is subject 
to this tax.

within the terri­
tory of the Re­
public of 
Indonesia, with a 
few exemptions.
The tax-free 
deduction is Rp.3.5 
million for each 
building. There 
is no tax-free 
deduction for land.

[The Central govt, 
will receive 10 per cent 
of the receipts. The 
remaining 90 per cent, 
less 10 per cent for 
cost of collection, 
will go at the ratio 
of 20 per cent 
to the first-level 
regional administration 
and 80 per cent to the 
second-level].
2) Rrannh nnpfitfi tax
Transfer payments from a 
permanent establishment 
in Indonesia to its 
parent company abroad 
are subject to this tax.
The tax is also payable 
on indirect transfers by 
way of a designated transfer, 
such as unfair overhead 
charges and pricing not 
on an arm's length basis.

The rate of tax is 0.5 
per cent of the taxable 
value.
Land is divided into 
50 classes and buildings 
20 classes for tax 
purposes.

fete is 20% of the gross 
amount remitted.
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Japan 1) InhRritanre Tax
The inheritance tax of 
Japan was established in 
1905 and it was origi­
nally of an estate tax 
type whose tax base was 
the value of properties 
of a decedent. It was 
changed in 1950 to an 
accession tax; in 1953 
revision, this was 
divided into inheritance 
tax and gift tax and in 
1958 this was revised 
to a large extent.
Under the present system, 
the tax is calculated on 
the basis of the total 
property bequeathed and 
the number of statutory 
heirs and their com­
bination .

1) Basic exemption Tba rates of tax range
is:-
40 million yen +
(8 million yen x 
number of statutory 
heirs).
2) Liabilities and 
funeral expenses 
are excluded.
3) Certain items, 
such as life insur­
ance and personal 
accident insurance 
proceeds received 
by heirs, retire­
ment and similar 
allowances received 
by heirs, are also 
excluded upto a 
ceiling for each 
statutory heir from 
the taxable base.

from 10% to 70% of the 
taxable amount.

2) Gift Tax
The gift tax is imposed 
on properties acquired 
by gift in a calendar 
year. The properties 
are appraised on the 
basis of current price 
or value at the time 
of acquisition. The 
tax is levied on the 
donee and not on 
the donor.

Basic exemption is
600,000 yen.
In certain cases, 
a spouse allowance 
not exceeding 20 
million yen is 
allowed in addition 
to the basic 
exemption.
Certain kinds of 
properties and 
payment from the 
mutual aid systems 
for handicapped 
persons are ex-

The rates of tax range 
from a minimum of 10% 
to a maximum of 70% 
of the taxable amount.
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eluded from the 
tax base.

3) Pinftfflrrtairal Inhabitants  
Tax (Uxal Tax)

The tax consists of two 
levies, namely, the 
"per capita levy" and 
"levy on income". The 
levy on income is 
charged on the aggregate 
of ordinary income, 
retirement income and 
timber income as 
computed for the purpose 
of national income.
Individuals residing in 
a prefecture and having 
income in the past year 
are liable to both 
levies. Individuals who 
have no domicile in the 
perfecture but who have 
their office, place of 
business or house 
in the prefecture are 
subejct to the "per 
capita levy" only. A 
corporation having its 
offioe or place of 
business in the pre­
fecture is taxed on a 
per capita basis as well 
as on income as measured 
by the national corpo­
ration tax paid.
Whether the individual 
maintains his domicile 
in the prefecture is 
ascertained as of 
January 1 of each year.

For individuals 
a basic personal 
execution of 
Y.300,000 is 
allowed for 
assessment year 
1990. In addition, 
exemptions for 
spouse, old age, 
handicapped, 
dependents, etc. 
are allowed. 
Deductions for 
life insurance 
premium, social 
insurance pre­
mium, casualty 
losses, medical 
expenses cure 
also allowed.

For Individuals
1) standard per capita 
tax rate is 700 yen per 
person per annum.
2) standard tax rates 
on income vary from 2% 
to 4%.
For Corporations

1) The per capita tax 
rates range from a 
maximum of 750,000 yen 
to a minimum of 10,000 
yen.
2) 5% of a corporation's 
national income tax pay­
able for the same account­
ing period.
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4) Mmio.inal Inhabitants  
Tax fLnnal Taxi

The provisions appli­
cable to prefectural 
inhabitants tax apply 
nutatis nutandis to 
this tax.

Basic exemption 
is 260,000 yen. 
Deductions are 
allowed for 
casualty losses, 
medical expenses, 
social insurance 
premiums, life 
insurance premiums 
small-scale 
enterprise nutual 
aid premiums.
Exemptions are 
allowed for handi­
capped, aged, 
widow, working 
student, spouse 
and dependents.

V c sr in d iv iA ia ls

Elates of income levy range 
from 3% to 11% can taxable 
income.
The per capita levy ranges 
from a minimum of Y. 1,500 
to a maximum of Y. 3,200.
For Corporations
The standard tax rate for 
income levy is 12.3% of 
the national corporation 
tax. The rate should 
not exceed 14.7% in any 
case.
The rates for per capita 
tax vary from 40,000 yen 
to 3,000,000 yen.

5 ) Kntflm rise  Tax Taxi

The enterprise tax is 
levied by prefectures on
(1) corporations engaged 
in business and having 
an office or place of 
business in Japan, and
(2) individuals engaged 
in a prescribed type of 
business or profession 
as set forth in the Law. 
Some exemptions are 
laid down.
For corporations, the 
computation of income 
is almost the same as 
that for the national

A corporation 
engaged in the 
business of news­
paper publishing, 
general broad­
casting, publi­
cation of text­
books or other 
related business, 
forestry or mining 
of mineral ores is 
exempt from this 
tax.
Income derived from 
business carried 
on in foreign

For individuals, the 
rates vary from 3% to 
5% according to the 
type of their business.
Corporation rates range 
from 6% to 12% of net 
annual income and are 
applied can a slab basis.
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Korea

corporation tax. countries and
dividends received 

For individuals, this tax from a domestic 
is levied in the fiscal corporation are 
year beginning April 1 excluded from 
on income derived during taxable income, 
the previous calendar
year. Income is computed Special deduction 
by deducting necessary for overseas 
expenses from gross transactions of
receipts conforming technical services
generally to computation and carry back of 
for income tax purposes, losses are not

allowed.
For individuals, 
a fixed deduction 
of 2,200,000 yen 
called "proprietor 
deduction" is 
allowed. Deductions 
and exemptions 
allowed under the 
Income Tax Law 
are not applicable 
in confuting taxable 
inoome of individuals.

fgfHv firwpnira-hinnK

This tax is inposed on 
earnings retained by 
a family corporation 
is excess of the 
prescribed amount. A 
family corporation is 
a corporation in which 
more than 50% of the 
capital is owned by 
not more than 3 share­
holders and persons or 
corporations connected 
with them.
1) AKfgyh Rnroliurhinn Tmr

IqOOBB
Y

Below 30 million
Between 30 million 
and 100 million
Over 100 million

Bate
%

10

15
20

Asset revaluation tax is The rate of tax for 1991
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ireposed on corporations 
or individuals on net 
gains resulting from re­
valuation . Revaluations 
are based on asset market 
prices at the time of 
revaluation as deter­
mined by an appraisal 
certified by a banking 
institution or the 
Korean Appraisal Board. 
Revaluation is optional 
to eligible enterprises, 
but is permitted only as 
of the first day of the 
business year. [After 
revaluation, depreciation 
for financial reporting 
as well as tax reporting 
is coraputed based on the 
revalued amount. The 
revaluation gain is 
treated as a conponent 
of capital reserve; 
however, it cannot be 
appropriated for cash 
dividends.]

The defence tax is 
essentially a surcharge 
applied to almost all 
other national taxes. 
Non-residents are not 
subject to defence tax.
Non-resident individuals 
and foreign corporations 
must pay this tax only 
on taxes due upon income 
derived from their 
places of business in 
Korea. [This tax has 
been repealed effective 
from 1 Jan. 1991.]

is 3% on net gains.

The rate ranges from
10 per cent to 20 per 
cent for individuals, 
and from 20 per cent 
to 25 per cent for 
corporations.
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3) Kxrras Profits Tax

Business enterprises and 
individuals who derive

The rate is 100 per cent 
of the excess profits.

excess profits by setting 
prices for certain goods 
and services that are 
above the basic level 
specified by the 
government are liable 
for excess profits tax.
Excess profits tax is 
computed on revenue, 
not on income. Excess 
profit is the amount 
remaining after deduct­
ing the standard price 
from the actual trans­
action price.
[Note: The right to 
impose this tax has 
not been exercised 
by government so far.]
4) Krtmat/inn Tax

This tax, originally 
intended to last five 
years, was instituted 
in 1982 to help finance 
expansion of educat­
ional facilities, and 
has been extended 
through 1991. This tax 
has been made a permanent 
tax by 1990 tax reform.
The tax includes levies Bate

i) on interest and 5%
dividend income excluded
from globad tax 
computation;
ii) on liquor sales; 10%



Chapter XIV 118

iii) can per capita inhabitant tax;
iv) on taxpayer of special excise 
tax, automobile tax;
(v) on property tax, registration 
tax and some other local taxes;
vi) can the gross receipts 
of financial and insurance 
firms, including the 
Korean branches of 
foreign banks.
5) Gift Tax
This tax is imposed on 
donees an an amount re­
maining after available 
deductions cure made from 
the value of gifts/pro­
perties transferred.

Deductions avail­
able are: W 15 
million for gifts 
from a direct 
ascendant or 
descendant, spouse 
and W 5 million 
for other 
designated gifts.

6) TnhftHtarmft Tax

The estate of a 
decedent is taxed 
as a separate entity 
by means of an in­
heritance tax. The 
taxable amount is net 
of various deductions.

From Jan. 1991, 
basic deduction 
allowed is W 60 
million. In 
addition, personal 
and special 
deductions sure 
allowed for 
spouse, children, 
minor and aged 
persons, handi­
capped, etc.
Deductions are also 
allowed for funeral 
expenses arid debts. 
An estate becomes 
tax exempt if it is 
willed to the govt, 
or to a religious,

30%
10%

20%

0.5%

As from 1 Jan. 1991, the 
rate ranges from 15% on 
taxable amount upto 
W 10 million to 60% on 
W 500 million and above. 
5 slabs).

As from Jan. 1991, 
the rate ranges from 10 
per cent on taxable amount 
upto W 20 million to 
55 per cent on W 1,000 
million and more-in all 
5 slabs.
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charitable, acada- 
raic research, or 
public welfare 
organisation.

7) RxnftswiuiPi innroasfld value of land tax

This tax is inposed Land owned by the
at national level on state, local auto-
the excessive increased nomous bodies or
value of idle land non- foreign govern-
business land. A taxable ments. Railroads, 
period shall be 3 years roads, historical
in principle and the tax 
shall be assessed upon 
the increased value of 
land after this period.
Official land value 
placed on an individual 
piece of land shall 
apply in calculating 
the land value.

spots, and the 
like. Lands of 
assessment 
objectives of 
development allot­
ment.
If the tax base is 
less than 200,000 
won, the tax is 
waived.

The rate is single tariff 
of 50% of the excessive 
increased value of land.

8) Tnhahitant. Tax

This tax is levied on 
individuals with 
domiciles and corpo­
rations with their 
offices in a city or 
province, if they are 
liable for the payment 
of income tax, corpo­
ration tax or farmland 
tax. The tax is twofold:
-per capita based on the 
number of inhabitants.
-per income based on 
the amount of income tax, 
corporation tax or 
farmland tax.

Exempt categories 
are household 
members living 
with the head of 
household liable 
to per capita 
inhabitant tax, 
a head of house­
hold whose income 
is less than
720,000 won per 
year and persons 
eligible for 
life support 
pursuant to the 
Life Supporting 
Law.

The per capita rate for 
individuals ranges from 
800 won to 4,000 won in 
four slabs; for corpo­
rations the rate varies 
from 8,000 won to 40,000 
won in four slabs.
The per income rate is
7.5 of the amount of 
income tax, corporation 
tax or farmland tax.
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Sri Lanka

This tax is payable by Basic deduction
owners registered in allowed is
the farmland tax book W 2.8 m.
or the tiller in the
case of agency tillage
and persons who have
received tte distribution
of land pursuant to the
Farmland Reform Law.
The tax base is the 
"standard amount of 
income" or an amount of 
income from farmland 
less a prescribed figure.

9) Farmland Tax

1) Health Tax
Wealth is defined to 
mean movable or im­
movable property of 
any kind and includes 
or excludes property 
as specified in the 
Act. Property 
includes any interest 
in movable or im­
movable property.
(section 43).

From assessment year 
1984-85, the liability 
is on the "Net Wealth" 
of the person on the 
last day of the year of

Certain categories 
of property,e g., 
immovable property 
outside Sri Lanka, 
jewellery upto Rs. 
50,000, house used 
as a residence, 
furniture and 
household effects, 
motor car for 
private use, pro­
fessional tools 
and instruments, 
provident
fund amount, monies 
in bank represent­
ing foreign remi­
ttances or any 
investments made 
out of them, etc., 
are excluded from 
wealth. Certain 
debts sure deducted 
from the wealth to 
arrive at the net 
wealth.

Resident in Sri Lanka, 
non-resident individuals 
having property in Sri 
Lanka and non-resident 
companies having im­
movable property in 
Sri Lanka are liable to 
wealth tax.

120

The rate ranges from 3% 
upto 4 m. won to 50% 
on 50 m. won and 
over in 5 slabs.

From 1985-86 the rates are;
(a) For individuals
(1) First Rs.500,000 of
taxable wealth -1/2%
(2) Next Rs.1,000,000-3/4%
(3) Next Rs.1,500,000-1%
(4) Balance -2%
The total of income tax 
and net wealth tax can 
any individual may in no 
case exceed 50% of the 
individual's total 
income. .....•£v*
(b) Por Oiaritahltt irwhi-
tutima

1/2% on all taxable wealth
(c) Pnr nrm-nPisiA»it.
nnB|vmiflR
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assessment (i.e., 31st 
March). Market value 
of the property on the 
valuation date is the 
basis.

Resident companies 
are not liable to 
this tax.
Prom 1985-86, the 
wealth in excess 
of Rs. 500,000 
is taxable.

1% cxi all taxable 
wealth.

2) Tax
This tax is inposed Remittance of
on remittances made deductible head
abraod by a non-resident office expenses 
coapany. is not subject to

this tax.

The tax rate is 33.3% if 
the remittance is less 
than one third of the 
taxable income. The 
rate is 11 1/9% if the 
remittance is not less 
than one third of the 
taxable income.

3) Snrnharaa m  inoran tax and wraith tax

A surcharge on income 
tax and wealth tax is 
payable by taxpayers for 
assessment year 1989/90 
and 1990/91 only, in two 
equal instalments in 
August and November.

Employment income 
of a non-national 
of Sri Lanka who 
is deemed non­
resident for a 
period of 3 years 
from the date of 
coranencemant of 
employment is not 
subject to the 
surcharge.

The rate is 15% of the 
income tax and wealth 
tax payable by all 
taxpayers (companies 
and individuals).

4) Tax on tnmrfwr of ugpparty  to n«n-r;i tiara
This tax is imposed on The transfer of 100% of the value of
the transfer of any land ownership arising the property,
and buildings or shares upon intestacy,
of a conpany in Sri Lanka or in the case of 
to a non-citizen. an individual to

his spouse and 
certain close 
relations who 
are not a 
citizen of Sri 
Lanka or upon
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succession of any 
person as a trustee 
is exempt from 
this tax.

O.K. 1) Pftt-rolfn Rwvpnift Tax
North sea oil profits 
(and certain gas 
extraction profits) 
are liable to petro­
leum revenue tax in 
addition to corporation 
tax.
2) ttiifora husinflss ra te

Corcpanies are liable 
for a municipal property 
tax or "rates" collected 
from the owners (or in 
some cases the tenants, 
depending on arrange­
ments in the lease) of 
all property, on 
the basis of the 
(annual or presumed) 
rental value. Variable 
local rates are being 
replaced by the "uniform 
business rate" (UBR) to 
be phased in between 
1990 and 1994 in England 
and Wales. UBR is not 
being introduced in 
Scotland. UBR will be 
collected by Central 
government, which will 
then distribute the 
proceeds to local 
authorities on a per 
capita basis.
3) Tnhnrit^nnB Tax (as firm 6 April 1990)

This is a tax on life- There are
time gifts made by an exercptions for
individual during the transfers between

Rates are not 
payable on unused 
industrial build­
ings and are 
payable at half 
the normal rate 
on other unused 
commercial build­
ings.

This tax is 
deductible in 
computing corpo­
ration tax on the 
company's total 
profits.

Rate = 75%

The UBR will be levied 
at a uniform rate per unit 
of rental value.

First Pounds 128,000 is 
exempt. Thereafter, a 
flat rate of 40% on the
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U.S.A.

seven years preceding 
his death and on the 
transfer of property 
which occurs on death, 
and on certain life­
time transfers of 
property into trusts. 
The tax is calculated 
on the transfer of 
value.

husband & wife, 
if they are both 
domiciled in the 
U.K., gifts to 
charities; small 
gifts; and 
transfers of 
business interests.

estates of the deceased 
and to gifts made within 
seven years prior to 
death.

m  Alterwat.iwR Mininm Tax fAHT):

The AMT operates as a For married indi-
conpletely separate victuals filing a
tax system that parallels joint return the

Flat rate of 24 per cent.

the regular income tax 
system but has a touch 
broader base. This 
broader base is cal­
culated by making 
adjustments to regular 
taxable income for 
certain deductions and

exemption is 
$ 40,000. However, 
this exemption 
amount is phased 
out by 25 per cent 
tentative AMT base 
above $ 150,000. 
Different exemption

items that are consideredamounts and phase-
to receive preferred 
treatment under the 
regular tax system. 
These adjustments are 
combined with regular 
taxable income to

out thresholds apply 
to married tax­
payers filing 
separately and 
single taxpayers.
The exemption

trusts and estates 
are the same as 
those applicable 
to married tax­
payers filing 
separately.

arrive at the tentative ’' amount and phaseout 
AMT base. From this threshold for 
amount an exemption is 
allowed. The exeoption 
amount, if any, is 
deducted from the 
"tentative" AMT base to 
arrive at alternative 
minimum taxable income 
(AHTI), which is taxed 
at a flat 24 per cent 
rate to arrive at the 
tentative minimum tax 
CIWT). To the extent 
the resultant TTfT 
exceeds the regular tax 
liability, the taxpayer
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has an AMT liability.
(2) Holding fln— wmr Tav

Personal holding company 
tax is imposed on the 
"undistributed personal 
holding company incocne" 
of a closely held US or 
foreign corporation. A 
corporation nay be 
classified as a personal 
holding company only if 
more than 50 per cent 
in value of its out­
standing stock is owned, 
directly or indirectly, 
by no more than five 
individuals.

Net long-term 
capital gains 
are excluded. The 
"regular" incone 
tax (other than 
the tax on capital 
gains) is deducted. 
But the 80 per cent 
dividends-received 
deduction is added 
back.

Tax rate is 28 per cent.

(3) AonmilatfiH Raminqs Ttut
An accumulated earnings A specific credit 
tax is inposed on a US oragainst taxable 
foreign corporation incone permits
(other than a personal a corporation to 
holding company, foreign accumulate 
personal holding company, $250,000 in 
passive foreign invest- earnings and 
ment company, or S 
corporation) that is 
used to avoid indi­
vidual income tax with 
respect to its share­
holders by permitting its credit is only 
income to accumulate $ 150,000. 
instead of being distri­
buted. The tax may be 
avoided if earnings are 
retained for the reason­
able needs of the busi­
ness, e.g. working 
capital and funds for 
business expansion.

The tax is equal to 27.5 
per cent on the first 
$ 100,000 of "accumulated 
taxable income" and 38.5 
per cent on the remainder.

profits before the 
tax can be inposed. 
In the case of 
certain service 
corporations, the

(4) GifUSi*
The federal gift tax is A $ 10,000 annual The gift tax rates range
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levied on the donor and 
applies to all transfers 
by a U.S. citizen or 
resident of property 
by gift, whether in 
trust or otherwise, 
whether direct or in­
direct, and whether 
the property is real 
or personal, tangible 
or intangible. The 
gift tax is levied 
at graduated rates 
on the fair market 
value of gifts made 
during any calendar 
year, less certain 
exclusions and 
deductions.
The gift tax is 
cumulative in nature
i.e., it is based 
on the sum of 
taxable gifts made in 
the current and prior 
years. The tax is 
computed at current 
rates on the total 
of taxable gifts to 
date and from this 
is subtracted the tax 
on all taxable gifts 
of previous years, 
which is also confuted 
at current rates.
Returns to be filed by 
April 15 following 
closing of the calendar 
year.
(5) Batata Tax

The federal estate 
tax is levied upon 
the transfer of 
property of a decedent

exclusion is 
allowed for gifts 
or present 
interests made to 
any one donee. 
Accordingly, a 
donor may make 
gifts of $ 10,000 
each to several 
donees every year 
without incurring 
gift tax liability. 
If the gifts are 
made by a spouse, 
they may be treated 
as being made one- 
half by each 
spouse thus allowing 
for a $ 20,000 
annual exclusion. 
Deductions allowed 
from total gifts in 
a year include a 
marital deduction 
and all charitable 
gifts. All 
qualified transfers 
by gift to a spouse 
are deductible in 
arriving at the 
taxable base for 
gift tax purposes.

from 18 per cent on the 
first $ 10,000 of tax­
able gifts to a maximum 
of 55 per cent (17 slabs) 
on taxable gifts. A 
unified credit of 
$ 192,000 for 1990 is 
allowed. The credit on 
each return is reduced by 
the credits allowed in 
prior returns.

Deductions from The estate tax is c o m p u t e d
the gross estate by first adding to the
include funeral taxable estate the amount
and estate admini- of taxable gifts made
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to his or her heirs 
or beneficiaries. The 
gross estate of a 
decedent who was a 
citizen or resident 
of the U.S. consists 
of all property to the 
extent of his or her 
interest therein 
at the date of death, 
including read property 
located outside the U.S. 
Lifetime gifts made 
within three years of 
the date of death are 
included in the gross 
estate.
The form trust be filed, 
and the tax paid within 
nine months after the 
date of death.

(6) Knyirnramtal Tax

All corporations are 
liable for the 
environmental tax.
The tax is payable 
regardless of whether 
the corporation is 
subject to the regular 
tax or Alternative 
Minimum Tax.

stration expenses, 
debts of the 
decedent and claims 
against the estate, 
mortgages and 
lions, and chari­
table contri­
butions. All 
qualified transfers 
at death to a 
spouse are deducti­
ble in arriving 
at the taxable 
base for estate 
tax purposes.
Certain other 
credits are also 
allowed (subject 
to limitation), 
including a credit 
for State inheri­
tance taxes and 
foreign death 
duties.

after December 31, 1976 
and not otherwise 
included in the gross 
estate. The tax is 
computed by using 
the same rate schedule 
applicable to the gift 
tax. This tentative 
tax is then reduced 
by the amount of gift 
tax paid on post-1976 
gifts to obtain the 
gross estate tax 
payable. The tax 
so computed is reduced 
by the unified credit 
as outlined under 
Gift Tax.

The tax is 0.12 per cent 
of modified alternative 
minimum taxable income 
in excess of $ 2 million.
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Country (i) Taxpayer oonplianoe (ii) Administrative (ill) Assessment Procedure 
requirements machinery

Australia All companies are 
required to file 
an income tax return 
with the Tax Office 
for an accounting 
period that ends on 
June 30. Starting 
with the 1989/90 
income year, which 
began on July 1, 1989, 
a single instalment of 
tax is due by the 28th 
of the first month 
after the end of the 
income year (or of the 
substituted accounting 
period, for early 
balancing companies). 
This instalment must 
be 85% of the notional 
tax amount or of the 
taxpayer's estimate of 
actual tax liability.
The balance of tax 
owed is due on the 15th 
of the ninth month 
following the end of the 
income year (or sub­
stituted accounting 
period). Companies that 
balance after June 30 
will continue to be 
treated as if they 
balance on June 30.
(Notional tax is cal­
culated by applying the 
tax rate for the year 
of income to the pre-

The Income Tax 
Assessment Act, 
1936, which is the 
principal law 
deeding with the 
imposition of 
income tax, is 
administered by a 
Comnissioner of 
Taxation and Second 
Commissioners 
appointed by the 
Federal Parliament. 
The Commissioners 
carry out their 
functions through 
the Australian 
Taxation Office, 
which has its 
head offioe in 
Canberra, and 
regional offices 
principally in 
the capital cities. 
These offices are 
under the control 
of Deputy Comm­
issioners . The 
Taxation Office, 
as a whole, is 
under the control 
of the Federal 
Treasurer.
Surveillance over 
transactions with 
tax havens is 
carried out by the

Australia has a self- 
assessment system, i.e. 
the Comnissioner accepts 
tax returns as lodged, 
and only gives the 
taxpayer's affairs a 
detailed examination 
in the course of an 
audit of the taxpayer.
If the taxpayer fails to 
submit a return or if 
the Commissioner is 
dissatisfied with the 
return submitted, the 
Comnissioner may make a 
default assessment of 
the tax he thinks should 
be levied.
Where there has not been 
a full and true dis­
closure of all material 
facts, the Comnissioner 
can issue an amended 
assessment, increasing 
or decreasing the income 
tax payable, in order 
to correct a mistake of 
fact or error in cal­
culation (but not a 
mistake of law) within 
three years of the date 
the original assessment 
was due and payable. If 
there has not been a 
full and true disclosure, 
the Commissioner can 
issue an amended
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ceding year's taxable 
income.) Companies may 
be penalised for under­
estimating actual tax 
liability by more than 
10%; penalty tax is 
equal to 20% of the 
additional tax payable.
If a company incurs 
expenses but does 
not receive income, 
it is not required 
to file a return, 
(however, it may be 
advisable for the 
company to do so to 
place on record the 
loss for the year).
If a conpany does not 
operate or operates 
only as a trustee 
with no income in 
its own right, it does 
not file a tax return.
The company tax return 
form is provided by 
the Australian taxation 
office, and roust be used. 
The various schedules 
that accompany the 
return, many of which 
are specifically required 
to furnish certain 
information, are not on 
prescribed forms.
The statutory filing 
date (which is announced 
each year) for companies 
is usually the last day 
of the second month 
following the company's 
balance date, that is, 
by August 31 following 
a June 30 year-end

Tax and Exchange assessment within six
Control autho- years, increasing the
rities. income tax payable. If

there is fraud or wilful 
evasion, there is no time 
limit to the issue of an 
amended assessment.
When a company is dis­
satisfied with any 
matter in its assessment, 
the first step in any 
dispute with the 
Commissioner is to file 
a notice of objection.
If the Commissioner does 
not allow the objection, 
the company can then refer 
the dispute to an 
independent tribunal 
(called a Board of 
Review) or directly to 
the Supreme Court of a 
State.
The advantage of the 
Board of Review is that 
the proceedings are 
reasonably informal and 
relatively inexpensive.
The disadvantage is that 
a company can appeal to 
the Supreme Court from 
a decision of the Board 
of Review on a question 
of law only, not on a 
question of fact.
Further appeals are made 
to a Federal Court and 
ultimately the High 
Court of Australia.



for both individuals and 
companies. Approved 
extensions (granted 
on application) can 
extend the period 
for filing by up to 
nine months after the 
balance date in certain 
instances.
Audited financial state­
ments should accompany 
tax returns for 
conpanies.
Individuals whose gross 
income for a year aided 
June 30 is less than 
the mini man that would 
give rise to a liability 
to tax are exempt from 
filing an income tax 
return. If a return 
is required to be filed, 
it should be done by 
August 31 each year 
following the June 30 
year-end.
In the case of 
assessable income other 
than enployment income, 
the individual pays 
provisional tax, which 
is his estimated tax 
liability on that 
income for the year 
of income. Provisional 
tax is payable by 
instalments during 
the year of income.
The method of cal­
culating provisional tax 
is set out each year in 
the budget legislation. 
When an asessmant issues 
for the year of income, 
the difference between the
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Belgium

provisional tax and the 
actual tax payable is 
refunded or becomes 
payable as the case 
may be.
Corporate taxpayers must 
declare their taxable 
income to the Tax 
authorities. Taxpayers 
must file tax returns on 
the appropriate forms 
within tha prescribed 
periods. The tax 
returns mast be signed 
by a person having legal 
power to bind the 
Belgium Corporation or 
the Belgium branch. The 
statutory auditor's 
report must be attached 
to the tax return of a 
Belgium corporation.
Corporate tax is pre­
paid on a quarterly 
basis. Tax prepayments 
are due 10 days after 
the first, second and 
third quarter of the 
company's financial year, 
and within 20 days of 
the beginning of the 
last month of the 
fiscal year.
Individuals have to 
file a tax return 
annually within the 
term mentioned on the 
relevant form (in 
principle before
30 June of the 
assessment year).
Income is assessed 
on a preceding year 
basis. The tax due 
is to be paid within

Competence for 
the imposition 
of taxes on income 
is vested in the 
executive power 
which is exercised 
by the King, who 
in turn is 
assisted by the 
Minister of 
Finance. The 
Minister is 
assisted by the 
different 
services of the 
Ministry of ■ 
Finance. At the 
top in the 
Ministry of 
Finance, there 
is a Secretary- 
General who,- 
together with 
his staff, pro­
vides several 
services. The 
principal adrm. 
is the "General 
Administration 
of Taxes”. Its 
task is to 
organize and 
coordinate the 
different tax 
administrations.

The Tax authorities may 
request any kind of 
information and, after a 
possible audit, will 
assess the taxpayer on 
the basis of the taxable 
income declared or on the 
basis of a taxable income 
as adjusted by them.
Usually the first assess­
ment is based on the 
declared income, and mast 
be issued, at the latest, 
six months after the tax 
year. Complementary 
assessments may follow, if 
the income as declared 
by the taxpayer is 
adjusted , usually after 
a tax audit by the Tax 
Administration. The 
tax files remain open 
for tax audit and 
assessment until the end 
of the third tax year 
(upto the end 
of the fifth tax year in 
the event of tax evasion).
When a taxpayer disagrees 
with a tax assessment on 
unduly paid taxes, he may 
file a claim, which must 
be lodged with the 
relevant Director. Appeal 
against the Director's 
decision can be lodged 
with the Court of Appeal 
within tlie jurisdiction 
in which the assessment 
has been issued. Final
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2 months froiri the date 
of the tax bill, which 
is sent to the tax­
payer after an assess­
ment is made.
All taxpayers can make 
quarterly pre­
payments in order to 
obtain a tax reduction 
(max 11.25% for a.y. 
1991).

recourse may be made 
to the Supreme 
Court which, however, 
is only called upon to 
adjudicate on matters of 
principle and interpre­
tation of the law.

Danmark The Danish corporate 
tax system, in 
practioe, is based 
on self-assessment.
All corporations as 
well as branches 
and other taxable 
entities of foreign 
corporations oust 
file a tax return for 
each financial period 
within the prescribed 
time, i.e., not later 
than 30 April if the 
income year ended 
before 1 April, and
31 May if the year 
of income ended 
between 1 Jan. 
and 31 March.
Payment of the tax 
is due by 1 Nov. 
of the year of 
assessment; actual 
payment should be 
made on 20-Nov. 
at the latest.
Each individual most 
file a final tax 
return not later 
than February 15 
of the year following 
the tax year, unless

The Ministry of 
Taxes and Duties 
together with the 
Inland Revenue 
Department admini­
ster the tax laws.
The Tax Assessment 
Council issues 
administrative 
directives and 
guidelines and is 
responsible for 
decision-making on 
matters of major 
iiqportance, while 
the Inland Revenue 
Directorate is in 
charge of day-to- 
day administration

Tax assessments are made 
by the local Tax autho­
rities on the basis of 
the tax return filed by 
the corporation. An 
estimated assessment may 
be made by the Tax autho­
rities where the taxpayer 
has not filed a proper 
return.
An estimated or arbitrary 
assessment may also be 
made where the Tax autho­
rities are dissatisfied 
with the return or infor­
mation which has been 
furnished.
Taxpayers are entitled 
to express their comments 
either in writing or 
verbally'before an assess­
ment is made which will 
result in alteration of 
the amounts declared by 
the taxpayer. Reasons 
will be given for 
decisions reached and 
notice oust be given 
of the right of appeal.
The final assessment of 
taxes is made by the Tax 
authorities on the basis
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Federal 
Bap. of 
Germany

an extension has been 
granted.

Income tax (corporation 
income tax and business 
tax on income) 
returns most be filed 
by the taxpayers on 
completion of a tax year 
(calendar year) with the 
fiscal office of the 
district in which their 
seat of business or 
management is situated 
and by such date as is 
prescribed by the Federal 
Tax authorities. The 
prescribed date is 
usually May 31 of the 
following calendar year; 
where professional 
advisers are employed 
in the preparation of 
the returns, the date 
is generally Sept. 30 
or thereabouts. A 
oppy of the financial

of the final tax return 
filed by the individual.
A notice of final assess­
ment showing the details 
of income, deductions, 
taxable income, final 
taxes payable, advance 
payments of tax 
and the final balance 
of taxes payable or 
receivable, will be sent 
to the taxpayer in the 
autumn of the year follow­
ing the tax year. Under­
payment of tax is 
increased by a surcharge 
and overpayment credited 
with interest.
A five-tier Appeal 
procedure with the Supreme 
Court as the final court 
of appeal is provided.
After the information 
return has been filed and 
reviewed by the tax 
authorities, the fiscal 
office issues a notice 
of assessment by which it 
determines the amount of 
corporation profits tax 
payable. Assessed tax is 
normally payable within 
one month of the date 
of issuance of the 
assessment, irrespective 
of whether an appeal has 
been lodged.
Tax assessments are 
usually provisional and 
subject to tax audit. In 
general, taxes are finally 
assessed within a period 
of four years following 
the year in which the tax 
return was filed (10 years
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Indonesia

statements submitted 
to the shareholders 
oust accompany the tax 
return. Quarterly pre­
payment of tax must be 
made on 10th of March, 
June, Sept. and Dec. 
each year. Advance 
payments of tax are not 
normally required from 
taxpayers receiving only 
income from enployment 
subject to withholding 
taxes.
Generally, the same 
procedure applies to 
individual taxpayers.
Non-residents receiving 
only income from which 
taxes have been withheld 
at source (e.g., wages 
and salaries) need not 
file a tax return.

A person subject to tax’ 
most register with the 
Director General of 
Taxes.
All tax subjects con­
ducting business or 
independent professions 
most maintain regular 
and proper accounting 
on which to base 
periodic payment of - 
taxes.

in the case of tax evasion 
and 5 years in the case 
of tax avoidance due to 
careless preparation of 
the information return). 
The fiscal authorities 
have the right to make an 
estimated assessment if 
they are unable to compute 
the component parts of the 
taxable income.
A taxpayer may lodge an 
appeal against an assess­
ment with the Tax autho­
rities within cane month of 
the receipt of the notice 
of assessment. The further 
right of appeal lies with 
the Finance Court of first 
instance. Appeal against 
the Finance Court can, 
under certain conditions, 
be carried by either party 
to the federal court in 
Munich, which functions ’ 
exclusively as a court of 
last resort. However, the 
decision of the federal 
finance court can be 
carried to the federal 
constitutional court on 
constitutional grounds.

The Indonesian Tax 
Law is administered 
by the Centred 
Govt, through the 
Director General of 
Taxation and the 
Director General 
for»Monetary 
Affairs located in 
Jakarta. However, 
many of the fun­
ctions of these 
departments are 
delegated to

Taxpayers may file an 
appeal•to the Director 
General of Taxation 
concerning tax assess­
ments . Such appeals 
must be lodged within 
three montlis after the 
issue date of the 
document, and must be 
submitted in the 
Indonesian language. 
The filing of an 
appeal does not stop 
or postpone the



Chapter XV 134

regional offices.
Regional taxes are 
administered and 
collected through 
regional govts, 
and the Ministry of 
the Interior.

obligation to pay the 
tax in question. After 
receiving an objection 
from a taxpayer, the 
Director General of 
Taxation must issue 
a decision on the appeal 
within twelve months 
after the date of filing

Under the new system 
introduced from 1 .1 .84, 
all taxpayers who are 
liable for income tax 
and corporate income 
tax are required to 
prepay their taxes 
on a monthly basis.
The self-assessed income 
tax most be paid to the 
State Treasury on the 
15th day of the follow­
ing calendar month at 
the latest. Within 
three months after the 
end of a tax year, the 
taxpayer is required to 
calculate his final tax 
liability and send in 
final payment with his 
tax return.
If an individual's total 
income is received from 
one employer only, there 
is no requirement that 
he file an individual 
tax return at the end 
of the year.

the appeal. If the 
Director General of 
Taxation does not issue 
a decision within twelve 
months, the appeal is 
deemed to be fully 
allowed.
Where taxpayers disagree 
with decisions of the 
Director General of 
Taxation, an appeal can 
be lodged with the Tax 
court in Jakarta within 
3 months after the date 
of the decision.
The tax system is largely 
one of self-assessment, 
whereby periodic tax 
returns are subject to 
review by the Tax autho­
rities for compliance 
with the law, with regard 
to the taxpayer's own 
liability as well as the 
obligation to withhold 
tax on certain payments to 
third parties.
The tax administration 
will consider the tax­
payer's self-assessment 
to be final unless (with 
a statutory limit of 5 
years) certain facts 
have been found deviating 
from thB rules in effect.
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Japan Corporation taxpayers The national tax
most principally file laws are admini-
a return and pay the stered by the
tax within two months Coranissioner of
after the end of the National Tax
accounting period. A Administration, a
corporation whose division of the
accounting period Ministry of
exceeds six months Finance,
is required to file
an interim return. The National Tax
The corporate annual Administration,
tax returns trust be headed by the
accompanied by a Comnissioner,
balance sheet, income consists of the
statement, statement Comnissioner's
of appropriation of Secretariat and
retained earnings, and four Departments,
details of certain viz., Direct
accounts. For a Japan Taxation Dept.,
branch of a foreign Indirect Taxation
corporation, the Dept., Collection
balance sheet and income Dept., and Audit
statement of the Japan 
branch as well as the 
conpany's worldwide 
financial statements 
should be submitted.
Taxes must be prepaid 
halfway through the tax 
year in a sum that is 
equal to 50% of the 
tax payable on the 
previous year's 
earnings.
For individuals, 
prepayment system is 
applied according to 
which payments are due 
as follows
1st Instal mant-July 1-31 
2nd Instalment-Nov.1-30 
Final Return 
due -Feb.16-

Maroh 15.

and Intelligence 
Dept.*
In general, the 
functions of the 
Administration are 
to establish 
policies to plan 
tax administration, 
to issue directives 
to the Regional 
Taxation Bureaus 
and to supervise 
and control the 
Regional Taxation 
Bureaus and the 

*" Taxation Officers.

The self-assessment 
scheme applies.
The tax authorities 
undertake examinations 
of tax returns shortly 
after filing. If the 
facts and figures stated 
in the return differ from 
those determined upon 
examination, the autho­
rities shall, on their 
own initiative, correct 
the amount of tax and 
other related items.
In cases of failure to 
file a return, the tax 
authorities, on investi­
gation determine the 
amount of income and other 
related items.
The Tax authorities may 
correct those amounts that 
were oorrected or deter­
mined previously whenever 
they consider that, based 
on investigation, there 
is still a deficiency in 
such amounts.
When a notice of correct­
ion or determination is 
issued, the taxpayer must 
pay the amount given 
in such notice within 
one month from the date 
of issue even if an 
appeal is filed.
The taxpayer may file 
an appeal with the Chief 
of the district national 
tax office or the Chief 
of the National Tax 
Admini stration Bureau as 
the case nay be. 
Thereafter a protest nay
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About two-thirds of the 
total estimated tax roost 
be prepaid in two equal 
instalments and the 
balance will be paid 
at the time of filing 
the return.
A resident individual 
liable to income tax 
nust file a final 
national income tax 
return with the appro­
priate district national 
tax office by March 15 
of the year following 
the year covered by 
the return.
A non-resident individual 
subjected to withholding 
tax is not required to 
file a tax return unless 
he has Japan-source 
income.

be filed with the 
President of National 
Tax Tribunal. Next appeal 
can be filed in judicial 
courts.
The time limit on assess­
ment is as follows:
1. Unriftr sfllf-atawiaawnt.

Sretflm

Within 3 years except in 
cases of non-filing of 
returns for which limit­
ation of 5 years is 
applicable.
2. Gams Involving Fraud
Assessments under both 
self-assessment and 
official assessment 
systems, must be made 
within 7 years from the 
respective date 
applicable.
3. fW to r  Snwrrtal m ln  

in nnrtain marri*!

nrnrf. rinrilainnfi
In such cases the tax 
payers may request 
amendment of a tax 
return within 2 months 
of court decisions and 
the time limitations 
may be extended on the 
basis of .this date.
r A claim for collection 
of national tax shall 
lapse if such claim is 
not made within five 
years from the due date 
for filing.
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Korea The settlement of 
accounts most be 
finalised within 
60 days from the 
closing day of the 
business year. A Cor­
porate tax return gene­
rally must be filed with­
in 15 days from the date 
of finalisation of the 
settlement of accounts. 
However, if the taxpayer 
is a corporation 
required to attach a 
CPA reconciliation 
certificate to the 
return, the return can 
generally be filed 
within 30 days from the 
date of finalisation 
of settlement 
of accounts. The 
tax return most be 
accompanied by a 
balance sheet an 
income statement and 
a statement of appro­
priation of retained 
earnings. Oh or before 
the last day of the 
return filing period, 
the corporation is 
required to publish 
its balance sheet in a 
daily newspaper. If, 
after filing, a 
company discovers errors 
or omissions in its tax 
return, it is allowed 
to file an amended 
Return within 6 months 
from the date the return 
was filed. (The amend­
ment can alleviate 
certain penalties and 
up to ane-half of the 
interest if a tax

The Ministry of 
Finance has the 
overall responsi­
bility for formu­
lation and admini­
stration of 
national tax 
policy. The Tax 
Bureau of the 
Ministry of Finance 
is responsible 
for planning and 
drafting tax laws, 
while the Office 
of National Tax 
Administration 
(ONTA) is responsi­
ble for the 
execution of such 
laws. ONTA consi­
sts of six regional 
tax administration 
offices, under 
which there are 
over 100 district 
tax offices.
In addition, 
the provinces and 
cities have their 
own separate tax 
administrations.

Corporate taxpayers file 
annual self-assessing tax 
returns with the Tax 
authorities in their 
place of legal establish­
ment. The returns are 
subject tc examination 
by the Tax authorities, 
who have the right to 
audit the return within 
five years of the due 
date. The regional and 
district offices of the 
ONTA conduct tax audits 
by examining the tax 
return, accounting 
books and suporting 
documents. After an 
audit is completed, the 
taxpayer may be called 
19 0 1 to explain 
questionable items and 
present additional 
supporting documents to 
ONTA. If ONTA is not 
satisfied, additional 
taxes may be assessed 
and must be paid even 
if an appeal is con­
templated.
Taxpayers are afforded 
recourse in the assess­
ment of taxes through 
the appeal process.
The first step is to 
pay the tax assessment 
within the time limit 
and then to file a 
notice of objection 
to the Head of the 
District Office (or 
directly to ONTA). If 
the dispute is not 
resolved, an appeal can 
then be made to the 
Head of the National
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inspection has not 
been initiated.)
Corporate income taxes 
are paid by means of one 
interim payment due 
within 30 days after the 
first 6 months of the 
fiscal year, with the final 
payment due when the 
return is filed. All 
profit-seeking enter­
prises and professional 
practitioners are 
required to pay an 
amount equal to one 
half of the prior year's 
tax, or the actual, tax 
calculated based on 
the books of account 
as of the end of the 
first six-month period, 
before the end of the 
seventh month of their 
fiscal year.
Individual taxpayers 
reporting global 
income, capital gains, 
forestry income, or 
retirement income 
must file a calendar- 
year return on or 
before 31 May of the 
following year or 
before leaving Korea 
permanently. A tax­
payer who receives only 
class A (i.e., enployment 
income received from a 
Korean corporation or 
a local branch of a 
foreign corporation for 
services rendered in 
Korea) and/or retirement 
income is generally not 
required to file an 
annual tax return since

Tax Tribunal. The 
third and last appeal 
is to the Appellate 
Court. Appeals msut be 
received by the proper 
authorities not later 
than 60 days after 
receiving the assess­
ment or result of the 
prior appeal.
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the employer is  required 
to withhold tax at source 
on a monthly basis and 
fin a lise  the employee's 
tax lia b ility  at the 
year-end. But class A 
wage earners who receive 
other types o f income 
such cis interest, d iv i­
dends, rents, or class B 
income (foreign  currency 
income) which sure not 
subject to periodic 
income tax withholding, 
roost f i le  a tax return 
on their composite 
worldwide income.
Tax must be paid at 
the time o f f ilin g  
the returns.

S ri T-wnfa* Every person chargeable 
with income tax, wealth 
tax or g i f t  tax is  
required:’

(1 ) to furnish the tax 
return fo r any year o f 
assessment on or before 
the 30th November 
following the aid o f 
the year o f assessment;

(2 ) to indicate in his 
return Identity card 
no. or current Pass­
port number;

(3J to furnish fu lle r  or 
further returns or 
information when called  
upon^by the Inland 
Revenue authorities;

(4) to attend in person or through an authorised representative for examination whan

A scheme o f s e lf -  
assessment applies.
I f  a person has not paid 
the tax due or paid less, 
'the Assessor is  empowered 
to issue an assessment.
Any assessment or 
additional assessment 
should be made within
3 years o f the and o f 
the assessment year.

Appeals l ie  to the 
Commissioner General 
o f Inland Revenue, then 
to the Board o f Review 
and thereafter to the 
Court o f Appeal. Appeal 
against the decision of 
the Court o f Appeal can 
be file d  in  the Supreme 
Court i f  the subject 
matter o f dispute involves 
a substantial question o f 
law.
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required by the Inland 
Revenue authorities;

(5 ) to furnish state­
ment o f accounts where 
one is  prepared by an 
approved Accountant;

(6 ) to pay the tax due 
in four quarterly 
instalments on the 15th 
August, 15th November, 
15th February and 
15th May (any short­
fa l l  to be made good 
by 30th November o f 
the year following 
the assessment y ea r).

U.K. The date fo r paying 
corporation tax, as 
from 1987 Finance Act, 
is  nine months a fte r  
the end o f a company's 
financial year.

Companies, even i f  
they have not received 
an assessment, must 
pay on time, f i le  
their own estimate 
and adjust the payment 
on subsequent assess­
ment i f  the Revenue 
has not assessed them 
before they pay.

(In  1993, a new system 
called  “Pay and F ile" 
w ill be introduced, 
involving e a rlie r  
payments by companies 
on estimated levels  
o f taxable income.)

Advance Corporation Tax on dividends distributed to stock-

Income and capital 
taxes are 
administered by 
the Board o f 
Inland Revenue, 
which is  responsi­
b le  fo r the 
formulation o f 
detailed tax 
policy and the 
assessment and 
collection o f 
these taxes.

Under the 
Commissioners 
o f Inland 
Revenue are 
local Inspectors 
o f Taxes, who are 
responsible fo r 
making most 
assessments and 
dealing with 
claims and 

allowances, and 
to whom a l l  
enquiries should 
be addressed.

I t  is  customary fo r  
audited financial accounts 
to be sent to the local 
Inspector o f Taxes, 
together with statements 
o f taxable p ro fits  and 
other information 
required. The accounts 
and statements are 
usually accepted in  
place o f the formal 
return and fa c ilita te  
agreement o f the tax 
position with the 
Inspector o f Taxes.

I f  the relevant in­
formation is  not supplied 
on a timely basis, the 
Inspector o f Taxes makes 
an estimated assessment 
usually in  excess o f the 
expected lia b ility , 
pending eventual agree­
ment. Notioe o f appeal 
against the assessment is  
than neoessary, and the 
assessment is subsequently 
revised by the Inspector
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Appeals against 
assessments made 
by Inspectors are 
heard by the 
General Comm­
issioners (local 
persons appointed 
on a voluntary 
basis), or the 
Special Comm­
issioners (full­
time civil 
servants) or a 
county court (in 
Northern Ireland 
only).

The principal payment 
dates are: -
- Trade and professional 
income: two equal 
instalments on 1 Jan. 
in the year of 
assessment and on 
following 1 July.

- Other income not taxed 
at source: 1 Jan.
in the year of 
assessment.

- Higher rate tax on 
investment income and 
capital gains tax:
1 Dec. following year 
of assessment.

Returns of income are 
information returns on 
the basis of which 
assessments are raised 
by Tax authorities.
In practice, compliance

holders is passed on 
to Inland Revenue at 
quarterly intervals.
Individuals must file 
the annual tax return 
by the end of the 
following tax year 
(5 April). ~ In cases 
where there is a new 
or increased source 
of income or capital 
gains, the Revenue 
must be notified of 
the fact by 31 October. 
Late filing of a 
return or late 
notification of a 
liability can result 
in the imposition of 
an interest charge.

when agreement has been 
reached.
Where a company has 
possibly been over­
assessed and agreement 
of an appeal cannot be 
reached with the local 
Inspector of Taxes, an 
appeal may be made to the 
General or Special 
Commissioners. Further 
appeal (only on a point 
of law) lies to the High 
Court, then to the Court 
of Appeal and finally 
to the House of Lords.
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requirements are 
reasonably flexible 
as regards timing but 
strict as regards 
completeness and 
accuracy of information. 
Taxpayers whose income 
consists solely of 
earnings from U.K. 
employment taxed under 
the PAYE and withholding 
system are not normally 
asked to file a regular 
annual return of income 
unless there is a 
change in their income 
source.

D.S.A. Domestic corporations
are required to file 
an annual income tax 
return (self-assess- 
ment system) even if 
they have no gross 
income, unless they 
are exempt from tax.
After 1986, payers of 
dividends, interest or 
royalties of $ 10 or 
more to any entity 
during a calendar year 
most file an information 
return. Every person 
making payments in the 
course of his trade or 
business of fixed or 
determinable income of 
$ 600 or more to another 
person must also file 
an information return.
A variety of infor­
mation returns are 
also required to be 
filed by different 
types of taxpayers.
In general, information 
returns must be sent

Treasury 
Department has 
the responsibility 
of implementing 
the tax statutes. 
This function is 
specifically 
carried out by 
the Internal 
Revenue Service 
(IBS) Division 
of the Treasury 
Department. The 
duties of the 
Intemad Revenue 
Service are two­
fold:
(1) Interpret the 
statutes in 
accordance with 
the intent of 
congress; and
(2) Enforce the 
Statutes.
(The tax law of 
the federal 
government is

The U.S. tax system is 
based upon the princi­
ple of self-assessment. 
The power of audit is 
held by the IRS. Al­
though all income tax 
returns are checked for 
mathematical accuracy, 
only a relatively 
small number of returns 
is selected for further 
examination. Returns 
are selected for audit 
either manually or by 
computer, based upon 
various criteria.
Upon completion of the 
audit, the auditor will 
discuss any proposed 
adjustments with the 
taxpayer. If the 
corporation consents to 
the changes, it will 
sign a consent or 
agreement and will 
be billed for a 
deficiency (or receive 
a refund).
If the corporation
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contained in the 
Internal Revenue 
Code of 1986.)

Generally, an unmarried 
OS citizen or resident 
alien who has $ 4,440 
(the scan of the personal 
exemption plus the 
standard deduction for 
1987) or more in gross 
income (the sunt of 
twice the exemption 
amount plus higher 
standard deduction 
amount if the taxpayer 
is married and filing a 
joint return) in a 
taxable year must file 
an annual income tax 
return in the prescribed 
form. Generally, 
individual income tax 
returns must be filed 
by the fifteenth day 
of the fourth month 
following the close 
of the taxable year.
Non-resident aliens 
file returns on the 
prescribed form if 
engaged in a US business, 
if tax liability is not 
fully satisfied by 
withholding or if tax 
treaty benefits are 
claimed. Otherwise, no 
return need be filed. The 
return is due by the 
fifteenth day of the 
sixth month following 
the close of the taxable 
year unless the tax­
payer received wages

to the payee by 
January 31 of the 
succeeding year and 
filed with the IRS by 
February 28 of the 
succeeding year.

does not agree with 
an auditor's proposed 
adjustments, it may 
request an administrative 
conference with the 
Appeals Division of the 
IRS or it may by-pass 
such a conference and 
appeal directly to the 
various courts; the 
Tax court of the U.S.,the 
United States Claims Court 
or a federal district 
court.The availability of 
these tribunals depends 
upon various criteria. 
Divisions of these 
courts may be subject 
to appeal.
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subject to US withholding, 
in which case the tax­
payer's return is due by 
the fifteenth day of the 
fourth month.
Citizens and residents, 
and non-resident aliens 
engaged in a U.S. busi­
ness, mist pay a speci­
fied minimum percentage 
of tax during the year, 
by means of withholding 
and/or estimated tax 
payments to avoid 
underpayment of estimated 
tax penalties. (An 
individual whose tax 
after credit for 
withholding is less than 
$ 500 is exempt from the 
requirement to make 
estimated tax payments.) 
The estimated tax 
liability is normally 
payable in four equal 
instalments by the 
fifteenth day of the 
fourth, sixth and ninth 
months of the current 
taxable year and the 
first of the succeeding 
taxable year.
Corporations are required 
to pay currently (in 
four equal instalments 
by fifteenth day of the 
fourth, sixth, ninth and 
twelfth months of the 
current taxable year) 
their estimated tax 
liability for the current 
taxable year.
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QiaszteEJtSI

WthhnlHing of Tams

Country (i) System and Soope ( i i )  Whether provisional or 
fin a l; especially as 
regards income o f non­
residents

Australia Before a subsidiary remits 
royalties to a foreign parent 
(or other nonresident recipient), 
it is required to ascertain the 
amount of Australian income 
tax to be retained and paid on 
the income from the Taxation 
Office. Service fees may fall 
within the term “royalties" 
which is defined in very wide 
terms.
Dividends and interest 
received by a foreign corporation 
from its Australian subsidiary 
are subject to withholding tax.
Non-residents are liable to 
withholding tax at the rate 
of 30% on all dividends paid 
by resident companies. No 
withholding tax is payable, 
however, to the extent that 
dividends paid to non­
residents are franked.
A 10 per cent tax is withheld on 
all interest remittances and is 
a final liability with regard to 
Australian taxes.

The foreign recipient can 
accept the amount retained 
as its final liability to 
Australian tax on the income 
or, alternatively, can file 
an income tax return with 
details of expenses, which 
may reduce the tax liability.
Tax withheld on dividends, 
interest and film royalties 
paid to non-residents is 
final.

Withholding tax on payments of 
interest and dividends to non­
residents must be remitted 
monthly to the Taxation Office. 
Amounts withheld from other



payments to non-residents on 
account of Australian income-tax, 
including royalties, most be 
remitted to the Taxation Office 
periodically with an official 
form.
On Sept. 1, 1983 a new system 
of deducting tax at source from 
payments made between parties 
within certain industries, known 
as the Prescribed Payments 
System, came into effect.
Payments for the performance 
of work made between parties 
engaged in the same industry and 
which fall within one of the 
following industry groups will 
generally constitute prescribed 
payments:-
1. Building and construction 

industry.
2. Road transport industry.
3. Motor vehicle repair industry
4. Cleaning industry.
The system does not apply to 
contracts for the 
supply of materials, but does 
apply to individuals, companies, 
partnerships, or trusts engaged 
in the above industries.
The tax is generally to be 
deducted at the rate of 20 
per cent of the gross payments 
made, while in appropriate 
cases the Comnissioner may 
issue certificates to tax­
payers authorising exemption 
from deductions, or deductions 
at a rate lower than 20 per cent. 
(The system may be extended to 
include additional industry 
groups.)
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Belgium

Denmark

Patent royalties, dividends 
and interest from foreign and 
domestic sources, in principle, 
are subject to a withholding tax 
of 25%. The rate is reduced 
from 25% to 10% as of 1 March 
1990 as regards interest from 
new securities and bonds issued 
as of that date. However, patent 
royalties are exempt if the 
recipient company is estab­
lished in Bel gitan; foreign- 
source dividends and interest 
are exempt when cashed abroad.
Dividends received by resident 
companies and individuals are, 
in principle, subject to 
ordinary income tax and a 
withholding tax of 30 per cent 
is levied, which is an advance 
payment of income tax for the 
shareholders.
In February 1987, the Govt, 
introduced a 30 per cent 
withholding tax on industrial 
royalties paid to foreign 
recipients.
There is no withholding tax on 
interest. However, interest 
paid to non-residents is taxed 
at source from February 1987 
(to deter tax avoidance and the 
relocation of Danish enterprises 
in tax havens abraod).
Foreigners employed by foreign- 
owned subsidiaries in Denmark 
are subject to withholding tax 
on their salaries as soon as they 
enter the country, if they are 
paid either by a subsidiary or 
a representative office of the 
foreign parent.

The withholding tax is 
generally credited against the 
company income tax.

Shareholders, who are fully 
taxable in Denmark, are entitled 
to a 25 per cent tax credit in 
respect of dividends received 
from resident companies.
If a resident company during 
the whole financial year has 
owned at least 25 per cent 
of the share capital in another 
domestic company than dividends 
received from this company are 
tax free and the 25 per cent tax 
credit is not granted {PI. see 
Ch. XIII (i)}.
The tax withheld on dividends 
paid to foreign shareholders 
constitutes a final tax, which 
cannot be reduced by losses 
from other sources.
If the foreigners employed 
by foreign-owned subsidiaries 
stay in Denmark for less than 
six months, tax liability is 
limited to the amount withheld 
from salary.
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Federal Rep. 
of Germany

Indonesia

Corporations that pay dividends, 
interest subject to withholding, 
and royalties are obliged by law 
to withhold tax from the payment 
and are jointly liable with the 
recipient in the event of 
non-payment of tax. (The same 
applies to the tax that is 
required to be withheld at source 
from salary and wage payments). 
The taxes withheld at source must 
be paid to the Tax authorities by 
the tenth day of the month foll­
owing the month in which the 
payment was made or credited 
to the recipient.
Where payments to non-residents 
are exempt from German tax, 
e.g., royalties and salary 
payments exempt under a tax 
treaty, it is possible for 
the enterprise that makes the 
payment to obtain an exempting 
certificate entitling it to 
make payments without tax 
deduction at source.
Interest, dividends, royalties, 
rentals and services are subject 
to withholding tax.
Withholding tax is not appli­
cable to dividends paid by a 
resident subsidiary (minimum 
of 25% owned) to a resident 
parent, and interest paid 
by resident subsidiaries to 
resident parents, or by resi­
dent parent companies to a 
resident approved bank or 
financial institution.

If the recipients of dividends, 
etc. are resident taxpayers, 
the tax withheld at source is 
normally treated as a prepayment 
on account of his income tax or 
corporation tax as finally 
assessed. In the case of non­
residents, the tax withheld is 
final.

If the recipient is a resident, 
the withholding tax (15 per 
cent) is considered an advance 
payment of corporate or income 
tax. If the withholding tax 
is withheld on behalf of a 
non-resident, the withholding 
tax (20 per cent) is a final 
tax on that non-resident.

Dividends received from firms 
domiciled outside Indonesia 
are not subject to withholding 
requirements.
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This tax is also to be withheld 
<m branch profits as earned.
(Payments to non-residents for 
services performed outside 
Indonesia are not subject to 
withholding tax).
The withholding tax amounts 
to a deduction of 15 or 
20 per cent of the gross amount 
paid or accrued. The body 
remitting the proceeds is 
responsible for the deduction 
and payment of the withholding 
tax to the Tax authorities 
within 10 days of incurring the 
tax liability.
Import of goods are subject to 
a withholding of 2.5 per cent 
of inport value for licensed 
importers and 7.5 per cent 
for unlicensed importers, 
representing a prepayment of 
the importer's corporate income 
tax. Payment of income tax 
frogi imports should be made 
one*day after collection.
The State Treasurer is obliged 
to withhold 1.5 per cent on all 
payments made for goods and 
services. This represents a 
prepayment of the supplier's 
corporate income tax.

Withholding is in effect a pre­
payment of income tax or cor­
poration tax; the tax withheld 
at source is credited against 
the taxpayer's final liability 
for the year.
In cases where such income of 
foreign corporation is not 
subject to corporation tax, 
the income tax paid by means 
of withholding constitutes

Japan Any person who makes payments
designated under the law in 
Japan roust withhold income 
tax at source and pay the 
tax by the tenth of the 
month following the month in 
which the payments are made.
A person who makes Japan-source 
income payments designated under 
the law to a non-resident 
individual or a foreign
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Korea

corporation outside Japan mast the final tax liability
also withhold income tax, which thereon.
must be paid by the end of the
month following the month in
which the payments are made,
provided the payer has an office
in Japan.
As of 1 April 1990 persons 
acquiring Japanese real property 
from a non-resident are required 
to withhold 10% of ths amount 
paid for the transfer. This 
requirement applies to all 
transactions with a value of 
Yen 100 million or more.
The Japanese licensee is required 
to withhold taxes on gross 
payments made to the foreign 
licensor. This regulation has 
been interpreted to cover re­
imbursed expenses, including 
travel costs and salaries paid 
to engineers or technicians 
provided by the licensor.
Japanese definitions of 
industrial property are wide, 
and income from contracts that 
involve any form of technology 
even if services are performed 
outside of Japan - nay be subject 
to withholding tax.
Employers are required to withold 
taxes from their employees' wages. 
In addition, taxes are usually 
withheld from interest, dividend 
and royalty payments. Tax at 2% 
must be withheld from the amount 
paid to non-residents as income 
from leasing of vessels or air­
craft and as business income.
Taxes withheld most be remitted 
through a commercial bank within 
ten days after the close of tiie 
month in which the withholding

For certain types of interest 
and dividends subject to tax 
withholding at the source of 
payment, the amount withheld 
is considered to be the 
final tax thereon, and the 
income may be excluded from 
total taxable income.
For a non-resident not having 
a place of business in or 
real estate income from Korea, 
the withholding tax is the
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was made. If payment is late, 
it must be made directly to the 
appropriate tax office and is 
subject to a 10 per cent fine.
Any corporation paying any 
dividends to any other cor­
poration must withhold'tax at 
the rate of 25%.

Sri Lanka A company paying a dividend is
required to withhold tax at 
20 per cent on such dividends. 
{Sec. 38(1)}. The imputation 
system operates alongside the 
withholding system. Credit 
for any tax deducted from a 
dividend received by an indi­
vidual is given against his 
liability to income tax.
Withholding tax at 20 per cent 
on interest payable by banks 
and financial institutions, 
cofixnencing on or after 
1.4.1986 has been imposed.
(Sec. 113A). However, tax 
will not be deducted from 
interest payable to individuals 
whs make a declaration that 
they are not liable to income 
tax.
If the rate of 20 per cant 
is excessive, such a person 
can apply for a direction 
from the Dept, of Inland 
Revenue, declaring his income. 
The Dept, will thereafter issue 
directions for deduction of 
tax at zero or 10 per cent.
Interest on loans (other than 
those exempted) payable to a non 
resident company, partnership 
or body of persons is subject 
to deduction of tax at 15 per 
cent from the gross amount.

final tax.

Every person from whom with­
holding tax is deducted at 
20 per cent or 10 per cent 
from the interest receivable 
from a bank or financial 
institution is entitled for 
credit against the tax payable 
by him or for refund if the 
tax deducted is in excess. 
(Sec. 113 B).
The tax deducted is not the 
finad tax. The final tax 
includes remittance tax.
The tax deducted is set off 
against the final tax.
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Interest payable by an individual 
to a non-resident (not a company) 
is subject to deduction of tax at
33.33 per cent.
Royalties payable to non-residents 
are subject to deduction of tax 
at 66.11 per cent. The rate 
of withholding tax on Annuities 
is 61.11 per cent and rents
53.33 per cent.

O.K.

U.S.A.

A standard 25% withholding tax 
most normally be deducted 
from interest payments. There 
are four key exceptions:
Intracorporate interest payments; 
Interest paid to UK banks; 
Interest paid on short-term 
credits under one year 
generally.
Interest payments on Eurobonds.
Regular royalty payments, as 
distinct from payments for 
occasional supplies of 
technical services or know­
how, are liable to the 25% 
withholding tax.
Dividends paid sore not subject 
to withholding of income tax, but 
tte company paying the dividend 
is liabile to make a payment of 
advance corporation tax (ACT) 
currently amounting to 25/75 
of the dividend or other 
qualifying distribution, to be 
credited against its mainstream 
corporation tax liability.
Generally, U.S. source dividends, 
interest and royalties received 
by a foreign corporation from 
its U.S. subsidiary are subject 
to a 30 per cent withholding 
tax, or a lower treaty rate.

Individuals subject to tax 
rates above the 25% they have 
already paid as withholding 
tax, mist make an additional 
payment. (The sum of the actual 
cash receipts plus the 
withheld tax - or tax credit - 
represents the value of the 
gross income items to be 
stated in the tax return.)
U.K. resident companies can 
credit the ACT against their 
corporate income tax.
ACT credit is normally 
unavailable to non-resident 
companies receiving dividends 
from ACT companies. Thus, for 
non-residents, ACT is 
effectively a withholding 
tax on dividends.

The employee, from whose wages, 
salaries and other remuneration, 
the tax was withheld credits 
such withholding against his 
final tax liability.



No withholding tax is imposed 
on dividends, interest, royalties 
or fees paid to U.S. cor­
porations and resident 
individuals.
Withholding of tax at source 
at 30 per cent (or lower treaty 
rate) is required on certain 
nonconnected US source income 
payments made to foreign 
entities and to nonresident 
aliens.
Withholding of tax is generally 
required with respect to wages, 
salaries and other remuneration 
paid to employees, taking into 
account certain deductions to 
which ths employees cure entitled. 
Such withholding is the responsi­
bility of the employer.
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Country

Australia

Other Collection Pmrwtims

Chapter XYTT

(i) Advance payment of tax (ii) Procedures for recovery
and PAYE system of tax from defaulters.

Income derived by a company 
in its tax-accounting year 
(year of income) is taxed in 
the following year (year of tax). 
The tax is payable by paying 85% 
of it within 28 days after 
the end of their year of 
income and the balance 15% 
by the 15th day of the ninth 
month after the end of thsir 
year of income.

The Comnissioner can institute 
recovery proceedings through the 
court if settlement terras for 
taxes in default are not 
negotiated to his satis­
faction .

An individual in receipt of 
income from which tax is not 
deducted at source (investment 
or business income) is subject 
to advance payments of tax 
based on the taxable income 
of the previous year. The 
advance payment is levied only 
on the income from investments 
or business from which no tax 
is deducted at source. This 
advance payment for the ensuing 
year, known as "provisional 
tax", is levied in the assess­
ment of the current year and 
is payable by instalments during 
the year of income.
Under PAYE tax system, the 
Commissioner of Taxation 
issues scales for the deduction 
of tax from individuals, based 
on gross salary and taking 
into account available tax 
rebates. Employers must withhold 
tax from employees' remuneration
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Belgium

Denmark

in accordance with these scales, 
and the tax most be remitted on 
a monthly basis to the Taxation 
Office. At the end of the year 
of income, the enployer is 
required to give each employee 
a summary of income earned 
and tax deducted (a group 
certificate), a copy of which 
must be attached to the 
individual's income tax return.
Income tax on salaries and wages 
most be withheld and paid over 
regularly to the Tax collector.
Advance payments of tax should be 
made every quarter. Any under­
payments of the quarterly 
advance are subject to a surcharge 
calculated for each quarter.
Income tax and net worth tax are 
largely collected during the year 
of income through two procedures:
1) through a system of withholding 
the tax at source, and

In cases of default, collection 
is made through the local 
tax collectors on behalf of the 
central authority.

2) through a system of preliminary 
asessments in respect of certain 
types of income which are not 
subject to withholding tax and 
in respect of net worth.
The rate of tax to be withheld 
from each taxpayer is determined 
by the tax administration and 
indicated on the tax-payer's
"tax card”.
The preliminary assessments are 
normally payable in 10 monthly 
instalments, in the month of 
January to May, and July to 
November.



Chapter XVII 156

Federal Rep. 
of Germany

Advance payments of corporation 
tax are not made in Denmark, 
except that 30 per cent withholding 
tax has to be paid on dividends 
from companies where the shareholding 
does not exceed 25 per cent of the 
share capital. Such dividend with­
holding tax must be paid to the Tax 
authorities within one month of 
the date on which the dividend was 
declared.
PAYE tax withheld from salaries and 
wages must be paid to the Tax 
authorities within ten days of the 
end of the month in which the tax 
was withheld.
The assessed tax is normally 
payable within one month after 
the date of issue of the 
assessment.
Quarterly prepayment of tax 
must be made on March 10,
June 10, Sept. 10 and Dec. 10 
of each year. The amount is 
usually based on the last tax 
assessment. The amount of 
prepayments is adjusted if 
the liability for the current 
year is estimated to vary 
substantially.
Employees' wages are subject 
to a withholding tax, which 
in certain cases is final.
If the employer does not 
fulfil his duty of withholding 
from the salary of employees, 
he is liable for the tax due.
The tax liability of the 
employee is considered satisfied 
by the tax withheld provided no 
additional amount is owed by him 
at the end of the year.
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TntWiftsia

Japan

Under the prepayment system, 
companies and individuals pay 
monthly instalments equal to 
one-twelfth of the previous 
year's tax payment-less tax 
credits accumulated that month- 
and then send in a final payment 
with their tax return within 
three months after the end 
of the tax year.
All tax entities registered as 
employers cure required to 
withhold in accordance with the 
official tax guide concerning 
withholding of income tax from 
employees and individuals having 
a working relationship with the 
employer (e.g. individual experts 
or consultants). The tax 
withheld may later be credited 
or refunded by tax administration 
against final tax payable by 
recipient.
Income tax deducted from employees 
must be deposited at the latest 
on the 10th of the following month.
Employment income such as salaries,When a taxpayer fails to pay tax 
wages, etc. paid to residents are in full by the due date, the 
subject to income tax withholding director of taxation office 
at source. Employers of residents having jurisdiction over the 
must make a year-end adjustment of taxpayer sends a notice of
withholding tax upon the payment 
of compensation for the year, 
irrespective of whether the last 
payment is ordinary salary or 
bonus.
As a rule, those whose estimated 
tax due in a year amounts to
150,000 yen or more must make 
estimated tax payments in the 
year and are so notified by the 
tax authorities. The esti­
mated tax due, is, in short, the 
tax cm total taxable income less

demand within 50 days after 
that due date. If a taxpayer 
has not paid the tax due within 
10 days after the notice of 
demand was sent, the tax 
authorities attach the 
taxpayer's properties.
In case the properties of a 
delinquent taxpayer are sold 
at public auction or tender by 
virtue of execution of other 
claims, the tax authorities may 
claim a share distribution from
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Korea

the tax withheld in the preceding the proceeds of sale, 
taxable year. The amount of pre­
payment at each date, July 31, and To collect tax in arrears the
November 30, is one-third of the 
estimated tax due.

Any business that employs 
personnel on a regular 
basis and pays in won is 
required to withhold 
income taxes and related 
surcharges, and remit 
the taxes withheld through 
a commercial bank within 
ten days after the close of 
the month in which the with­
holding was made. The 
withholding rates are establi­
shed by the Tax authorities 
and are graduated, based on the 
monthly income and number of 
dependents of the employee.
At the end of each year, the 
employer is required to give 
each employee a withholding 
statement that must also be 
submitted to the Tax authorities 
not later than January 31. A 
copy of the withholding state­
ment must be attached to the 
tax return submitted by the 
individual.
All profit-seeking and pro­
fessional practitioners are 
required to pay an amount equal

tax collector may make inquiries 
of a delinquent taxpayer or 
those who hold his properties, 
and may examine books and 
records concerning those 
properties. He may, if 
necessary, search the house­
hold of the delinquent taxpayer 
Hithout warrant- This applies 
to third parties who hold 
properties of the delinquent 
taxpayer when they refuse to 
hand over the properties to 
the collector.
If the corporation fails to pay 
all or part of the tax amount 
due; the Tax authorities collect 
the amount in arrears, plus a 
penalty and interest, and 
will attach the assets of the 
corporation, if necessary.
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to one-half of the prior year's 
tax, or the actual tax calculated 
based on the books of account as 
of the end of the first six-month 
period, before the end of the 
seventh month of their fiscal 
year.
Persons with global income 
(except any person with wage 
and salary income, "other income" 
and prescribed temporary 
income) most pay one third of 
the tax amount either paid 
or payable as interim tax on a 
global income for the previous 
year to the Government by 30 
September for the first terra 
(i.e., 1 January through
April 30) and by 31 December 
for the second term (1 May 
through 31 August).

/?>ri Lanka Every person liable to pay tax
of any assessment year shall 
pay such tax in four equal 
instalments, on or before 
15th August, 15th November,
15th February of the assess­
ment year and 15th May of the 
year following the assessment 
year.
Employers are required to 
deduct from the remuneration 
of employees the income tax 
payable in respect of their 
income, as per the PAYE Income 
Tax Tables issued by the 
Comnissioner General of Inland 
Revenue, at the beginning of 
each year of assessment.
The tax deducted roust be paid 
by the employer to the 
Commissioner-General not later 
than the 15th day of the month 
following deductions.

Severed methods provided in the 
Act for the recovery of taxes 
include proceedings before a 
Magistrate, seizure and sale of 
immovable and movable property, 
seizure of bank accounts, 
recovery out of debts due to 
the taxpayer, recovery through 
employer, recovery from the 
assets of the partnership, 
preventing the defaulter from 
leaving the country.
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O.K. The income tax payable on employ­
ment incomes is normally collected 
by deduction at source under the 
pay-as-you-eam (PAYE) system.
Employers are required to notify 
the Revenue authorities of total 
pay, benefits and expenses paid 
or reimbursed.

On payment of dividends, UK 
resident companies mist make 
an advance payment of corporation 
tax (ACT) equal to l/3rd of the 
dividend paid-which corresponds to 
the basic income tax rate of 25% 
on the tax-inclusive dividend.

U.S.A.

ACT and income tax withheld from 
interest, patent royalties, etc. 
are payable to the Inland Revenue 
authorities on the basis of 
quarterly returns, the tax being 
due fourteen days after the end 
of the return period.
Income tax and national insurance 
contributions withheld from 
employment incomes under PAYE 
system are normally paid monthly.
The three methods by which the 
federal government collects 
its taxes are:
1. self-assessment, i.e., 

payment with the return 
as filed;

2. withholding at source; and
3. estimated tax payments.
Corporations are required to 
pay currently their estimated 
tax liability for the current

Normally, the IRS has three 
years from the due date of the 
return, or the date of filing, 
if later, to start proceedings 
for the assessment and 
collection of tax. The IRS 
may assess the tax or 
commence a suit at any time 
in the event that a fraudulent 
return was filed, or if no 
return was filed. If a tax­
payer has omitted an anount 
of income that exceeds 25 
per cent of the gross income 
reported in a return, the
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taxable year, provided such 
estimated tax can reasonably 
be expected to be $ 40 or more. 
The estimated tax liability is 
normally payable in four equal 
instalments by the fifteenth 
day of the fourth, sixth, 
ninth and twelfth months of 
the current taxable year. A 
penalty is provided for failure 
to pay the estimated tax 
liability.

statute of limitations is 
extended from three to six 
years.
After assessment of tax made 
within the statutory period 
of limitation, the tax may be 
collected by levy or a pro­
ceeding in court conmenced 
within 6 years after the 
assessment or within any 
period for collection agreed 
upon in writing between the 
IRS and the taxpayer before 
the expiration of the 6- 
year period.
After a tax has been assessed, 
demanded and refused or 
neglected to be paid, the 
amount constitutes a lien in 
favour of the United States, 
until payment, upon all 
property (real, personal, 
tangible, and intangible) 
and rights to property of 
the delinquent. However, 
until notice of a tax lien 
has been filed, it is not 
valid against any purchases, 
mechanic's lienor, judgement 
lien creditor or holder of 
security interest.
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Chapter XVIII 
Sramal provisions for Aytorrnng

tax evasion and tax flYoirianoB

Country (i) Special administrative (ii) Rules regarding aggravation
procedures of incomes, disallowances

etc.

Australia To combat increasing tax evasion, There is no option or election
the Government has introduced a to file a joint return in
number of complex provisions in Australia. Married women
recent years, including a general are not distinguished from 
anti-avoidance provision that other taxpayers and file
features very heavy penalties separately as ordinary
for avoiding taxes via individual taxpayers,
artificial transactions.
Penalties for not disclosing 
assessable (taxable) income or 
claiming allowable deductions in 
consequence of entering into 
certain types of tax avoidance 
arrangements may be up to 200 
per cent of the tax, which other­
wise would have been avoided as 
a result of the arrangements.
Specific provisions exist regarding 
dividend stripping and operations 
which have substantially the 
effect of dividend stripping.
The Taxation Office conducts spot 
audits of tax returns filed for 
the past three to five years.
Tax officials are particularly 
interested in inventory valuation, 
accruals, capital expenditures 
and inventory transfer pricing 
between associated companies.
In the past, subsidiaries of 
foreign pharmaceutical companies 
have been scrutinised for their 
pricing of raw materials
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Belgian

inported from overseas affiliates.
(Tax audits of individuals are 
rare unless tax evasion is 
suspected.)
The Commissioner has the right 
of full and free access to all 
buildings, places, books, 
documents and other papers 
for purposes of enforcing the 
provisions of the Income Tax 
Act.
Partnerships are required to 
file annual income tax returns.
These are information returns 
only and are filed to determine 
the net income of the partner­
ship for tax purposes and the 
allocation of the income to the 
partners.
Tax avoidance is not contrary Please see Chpater II (ii). 
to law. The company's method 
of organising its business must, 
however, be in conformity with 
commercial reality. If this 
is not the case, the tax 
administration can prove that 
there is "simulation" and the 
contract or transaction can be 
declared null. There are also 
anti-avoidance measures in an 
international context. Three 
different provisions of the 
Income Tax Code deal res­
pectively with recapture of 
profits, disallowance of 
deductions and disregard of 
transfer of assets when a 
Belgian and a foreign taxpayer 
are involved.
The Belgian participation 
exemption is denied for dividends 
from subsidiaries established 
in a country with a favourable 
tax system (tax haven).
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Denmark

Federal Rep. 
of Germany

The Tax authorities have the 
right to examine the books 
and accounts of any taxpayer 
and request any additional 
information they find necessary 
during the course of their 
examination. A tax audit can 
be carried out at the taxpayer's 
premises or elsewhere. A court 
decision may empower the police 
to enter premises and to remove 
and retain records for as long 
as may be needed for assessment 
or proceedings under the law.

The Central Tax authorities can 
reopen an assessment within five 
years of the close of the tax 
year in question. The time 
limit does not apply if fraud, 
misrepresentation or non­
disclosure of material facts are 
involved.
Taxation at source of interest 
paid to non-residents began 
in February 1987 to deter tax 
avoidance and the relocation 
of Danish enterprises in tax 
havens abroad.
Anti-avoidance legislation in 
Germany is clear, sixqple, and 
of long standing. The relevant 
passage (Sec. 42 Tax Procedure 
Act) reads:-
"The tax law cannot be averted 
through abuse of legal forms.
In cases of abuse, the liability 
to tax arises as it would have 
airi sen from a legal form 
appropriate to the business 
substance of the transactions."
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T n H m f ls ia

Under the Foreign Tax Law, the 
arm's length principle is 
applied to income of German 
enterprises derived from 
business dealings with 
related foreign companies.
Generally, income earned by 
foreign corporations is not 
taxable in Germany until it is 
repatriated by way of dividend 
to the German shareholders.
Anti-avoidance legislation exists 
under which all such income is 
automatically deemed to have 
been repatriated in the year 
following that in which it was 
earned, and applies in respect 
of all countries regarded as tax 
havens. A tax haven, for this 
purpose, is any country with 
an average overall income or 
profits-related tax burden of 
30 per cent or less.
A tax audit of all medium and 
large-sized companies and un­
incorporated business is made 
periodically (every 3 years) 
by the audit department of 
the local fiscal office.
There is an Audit and Investi­
gation Section within each 
district tax office. This 
section is responsible for 
auditing the taxpayer's books 
and accounts and preparing reports 
of its audit results, in addition 
to processing and distributing 
data to the Central Administration 
Section. A tax audit can be 
conducted within five years from 
the taxpayer year-end.
Departing residents require an exit 
permit issued by the Department of 
Inmigratiion. A tax clearance



certificate is obtained by the 
payment of a fiscal tax (currently 
Rp. 150,000 per person), upon 
departure at any port.
When requested by the Tax autho­
rities, the management of an 
enterprise must provide aocess 
to its books of account, documents 
and correspondence forming the 
basis of the accounts, and explain 
any point questioned.
If the ratio between debt and 
capital of a company is very 
substantial (above the limit 
of reasonability), then such 
company is actually in 
financially unsound condition.
In such a case, the law assumes 
the existence of disguised capital. 
The Income Tax Law 1984 authorises 
the Minister of Finance to issue 
a decree on the ratio amount 
between the debt and the capital 
of the coni>any justifiable for tax 
calculation purposes.
The law authorises the D.G. of 
Taxes to redetermine the amount 
of income and/or deductions and 
to consider debt as equity in 
determining the amount of income 
subject to tax if the taxpayer 
has a special relationship with 
another taxpayer. The adm of 
this provision is to prevent the 
occurence of tax avoidance, which 
can take place due to the exist­
ence of a special relationship.
The advance withholding tax 
(15 per cant) withheld on the 
amount of interest, royalties, 
rent, lease, etc. paid by 
an Indonesian taxpayer to another 
taxpayer resident in Indonesia 
is considered an anti-evasion
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Japan

Korea

provision.
Tax evasions, which constitute 
crime, are investigated by police 
or prosecutors and are examined 
and tried in court, according 
to the Criminal Procedure Law.
The tax official is authorised 
to search the premises of 
suspected tax evaders with a 
warrant issued by the court.
As per Anti-Tax Haven legislation, 
the undistributed income of a 
foreign subsidiary with its main 
office in a "low tax-rate country" 
is attributed to a domestic 
corporation in proportion to that 
corporation's direct and/or 
indirect ownership of the 
subsidiary's stock.

To prevent any reduction in tax 
burden by arbitrarily distri­
buting income from assets among 
•family members in one household, 
such distributed income is 
aggregated for tax purposes on 
certain conditions. Such 
income, includes interest 
income, dividend income and 
real estate income. The 
aggregation of income from 
assets applies to:
(1) husband and wife,
(2) parents and children of the 

same household, and
(3) grandparents and grand 

children of the same 
household.

If these persons live together 
and have income from assets, 
such income will be added to 
the income fo the head of the 
household in calculating the 
tax on members of the house­
hold. The head of the house­
hold for this purpose is a 
person whose income other than 
that from assets is the largest 
of the family members. The 
tax thus calculated is pro­
rated among the family members, 
each of whom is responsible 
for his own share of tax.

The Tax authorities have the 
right to conduct an audit any 
time within five years after a 
return is filed. After an audit 
is completed, the taxpayer may be 
called upon to explain question­
able items and present additional 
supporting documents to the 
office of National Tax Admini­
stration (ONTA). If ONTA is not
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satisfied, additional taxes may 
be assessed and must be paid, 
even if an appeal is contemplated.
When a taxpayer is deemed to 
reduce his tax burden unreason­
ably in his transactions with 
persons having a special relation­
ship to him (in the case of a 
corporation to the corporation or 
to its shareholders, etc.), the 
government may recompute the 
income of the taxpayer regardless 
of his activities.

Sri Lanka The power to search buildings
and places was introduced into 
the Sri Lanka Income Tax Law in 
1959. The Commissioner General 
of Inland Revenue is empowered 
to authorise any officer 
appointed under the Inland 
Revenue Act to order the search.
He is expected to record the 
circumstances which necessitated 
the search, prior to authorising 
any officer.
Where an assessor is of the 
opinion that any transaction which 
reduces or would reduce the amount 
of tax payable by any person is 
artificial or fictitious or that 
any disposition is not in fact 
effeted, he may disregard any such 
transaction or disposition and 
the persons concerned will be 
assessed accordingly.

U.K. There is no general statutory
prohibition against avoidance 
of U.K. taxation, and the policy 
of the tax authorities has been 
to introduce specific measures 
against what are regarded as 
particular abuses. These 
measures generally fall into 
two main groups: those designed

A married woman's income 
chargeable to income tax shall 
be deemed for income tax 
purposes to be her husband's 
income and not to be her income 
if she lives with her husband 
during the year or part of a 
year of assessment.
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to prevent the avoidanoe-motivated (Husband and wife will be
conversation of income into taxed independently on all
capital receipts and those which income beginning with tax year
prevent the effective sale of 1990-91.)
unused allowances and reliefs
by one corporate taxpayer to
another.

There are, in addition, 
measures to prevent the 
diversion of profits from 
U.K. to overseas corcpanies 
(e.g. intra-group pricing 
regulations) and to prevent 
the accumulation of profits in 
closely controlled U.K. 
investment corcpanies.
Where a person is in a position 
to obtain a tax advantage in 
consequence of a transaction 
in securities or under certain 
circumstances, such as receipt 
of an abnormal amount by way of 
dividend which is taken into 
account for deduction from or 
setting off against income of 
interest, then unless he shows 
that the transaction was carried 
out either for bonafide 
commercial reasons or in the 
ordinary course of making or 
managing investments, the 
Board may specify by notice in 
writing served on him the grounds 
for counteracting the tax 
advantage so obtained or obtain­
able . (Section 460).
Then the matter is taken to 
the tribunal by the Board if 
the person makes a statutory 
declaration stating the facts 
and circumstances of the case.
The person on whom the Board has 
served notice may also appeal to
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the special commissioners within 
30 days.

O.S.A. Within the Internal Revenue Code
several provisions exist which 
prevent taxpayers from 
availing themselves of other 
beneficial provisions of the 
law in situations where the 
principal reasons, or in 
other instances where one of 
the primary reasons, for their 
actions are to avoid tax.



171

Tax Offences

-Country ( i )  Acts o f emission and
commission attracting c iv il  
penalties, the extent and 
scope o f such penalties

( i i )  Acts o f omission and 
commi ssion considered 
criminal offences; extent 
and nature o f punishment

Australia Penalties may be imposed upon
taxpayers for late filing of 
returns or late payment of 
taxes, for failure to furnish 
a return or providing false 
information in a return, or where 
taxpayers have entered into 
certain types of tax avoidance 
schemes.
Late filing and late payment 
penalties have recently been 
increased and now generally 
accrue at the rate of 20 per 
cent per annum of the tax 
payable, calculated from the 
date the return or payment 
was due.
Penalties for failure to 
furnish a return or filing 
a false return may be up to 
200 per cent of the total tax 
payable for the taxpayer for 
the relevant tax period.
Penalties for not disclosing 
assessable (taxable) income or 
claiming allowable deductions in 
consequence of entering into 
certain types of tax-avoidance 
arrangements may be up to 200 
per cent of the tax, which other­
wise would have been avoided as a 
result of the arrangements.
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Relgiim

Denmark

A penalty may also be imposed 
where taxpayers have been 
engaged in international profit- 
shifting arrangements that result 
in a less than arm's-length 
profit derivation in Australia.
Penalties are inposed if advance 
payments based on estimates of 
the current year's income are not 
made. If quarterly prepayments 
of corporate tax are not made 
or delayed, a surcharge is 
applied; its rate usually varies 
with the interest rate charged 
by the Belgium centred bank on 
certain operations.
Any kind of violation of Belgium 
tax laws may give rise to 
administrative penalties varying 
from BF 200 to BF 10,000.
In the event of late filing of 
tax returns or when no return 
is filed or when a return is 
incomplete or incorrect, 
penalties are imposed according 
to a scale varying from 10 
per cent to 200 per cent.
However, the total of the tax 
due on the non-declared income 
and of the tax increase 
(penalty) may not exceed the 
amount of the non-declared 
income.
Interest for late payment at 
the rate of 0.8 per cent per 
month is payable. Furthermore, 
administrative penalties may 
also be imposed.
In the case of corporations, 
the penalty for late filing 
of a return is from 1 per cent 
per day upto a max imam

Fines varying from BF 10,000 to 
BF 500,000 are imposed on those 
who with the intention to evade 
the tax have violated the tax 
laws or the implementing Royal 
Decrees. Those who commit 
forgeries will be sent to 
prison for a period varying 
from one month to five years and 
will have to pay fines varying 
from BF 10,000 to BF 500,000. 
Those who have made or utilised 
a false certificate will be sent 
to prison for a period varying 
from eight days to two years 
and will have to pay fines 
varying from BF 10,000 to BF 
500,000.

False or misleading information 
can lead to prosecution for 
a criminal offence. He may be 
punished for tax fraud with a
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Federal Bap. 
o f Germany

of 10 cent of the 
relevant income tax payable 
with a minirrum of DKr. 50 and 
a maximum of DKr. 5,000.
In'the case of individuals, 
the penalties for late filing 
of returns vary from 2 per 
cent to 5 per cent according 
to the number of days delayed, 
subject to a certain maximum 
amount.

fine up to 2 years imprisonment 
In extreme cases, the maximum 
is 4 years' imprisonment.
A company which benefits from 
such fraudulent action may be 
fined.

Interest on overdue corporate 
income tax is charged at 1 
per cent per month on the 
outstanding balance and on 
overdue PAYE tax and dividend 
tax at 1.3 per cent per month. 
Fines may also be imposed.
If income tax returns are not 
filed within the generally 
prescribed filing period or 
within the extended period 
granted in individual cases, 
the fiscal office can impose 
a penalty of up to 10 per cent 
of the outstanding tax, subject 
to a maximum of 10,000 DM.
The non-payment or late payment 
of tax results in the imposition 
of a delay penalty of one per cent 
of the overdue tax for every month 
or fraction thereof during which 
the delay continues.

The Tax Procedure Law prescribes 
the following criminal 
penalties:
(a) Tax fraud throgh - fine
incomplete or in- un-
correct returns, or limited
through fad lure to or
inform the tax autho- prison
rities of relevant up to
facts in breach of a 5 years,
specific duty.
(b) Serious tax - prison:
fraud-either in 6 months
amount, or through to 10
recurrence or through years,
forged documents,
or through inducing 
an official to abuse 
his position.
(c) Negligence lead- - fine up 
ing to an illegi- to DM
timate reduction 100,000
of taxes as in (a).
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Indonesia

(d) Negligence as 
in (c) but in­
cluding incorrect 
accounting and not 
limited to the 
taxpayer's own 
advantage.

fine up 
up to 
DM 10,000 
unless 
(c)
applies.

(e) Withholding tax - fine up 
fraud or negligence up to DM

10,000 
unless(c) 
applies.

In the case of corporate tax­
payer, the above penalties are 
levied on the individual 
responsible (in cases of negli­
gence this will often be the 
responsible director).

The law provides for the 
following:
1) A 50 per cent surcharge 
in respect of incoma tax 
underpaid in a tax year.
2) A 100 per cent surcharge 
in respect of income tax 
undercollected or under­
deposited .
3) A 200 per cent surcharge of 
tax underpaid, if revealed by 
the taxpayer prior to the 
submission of tax audit report 
to the Public Prosecutor 
concerning any wrongdoing
by the taxpayer.
4) Interest charge of 2 per cent 
per month (part of a month being 
treated as a full month) for 
late payments of tax.
5) A fine of Rp. 10,000 for either 
late reporting or not reporting

If the authorities consider that 
specific offences or negli­
gences, whether intentional or 
unintentional, have been 
committed, such cases can be 
passed to the Public Prosecutor 
within ten years of the date 
the tax was due. Unintended 
negligence in filing false or 
incomplete returns, etc., can 
result in detention for upto 
one year and/or fines up to 
twice the tax due. Intentional 
negligence can result in 
detention up to three years 
and/or a fine up to four tiroes 
the tax due.
Failure on the part of a 
taxable person to register 
with the Director General of 
Taxes may result in imprison­
ment upto a maximum of 2 years 
or a fine up to twice the 
amount of the tax not reported.
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Japan

Korea

in accordance with requirements.
Penalties are provided in both 
administrative and judicial 
forms if tax obligations are not 
met by taxpayers without reason­
able excuse, such as neglecting 
to file a tax return in accordance 
with the tax laws or making an 
incorrect tax return by omitting 
any taxable income.
The administrative penalty is 
one of sanctions taken against 
a default such as failure to 
file a tax return or filing a 
false return. In such cases, 
"delinquent tax" or "additional 
tax” is levied.
Interest tax has to be paid if the 
taxpayer is permitted by the 
Taxation Office to postpone the 
payment of tax.
Additional taxes as administrative 
penalty are imposed for deficient 
returns, for no return or late 
filing of return, for delayed 
payment of withholding tax and in 
the case of fraud.

Tax evasions constitute crime 
and are investigated by police 
or prosecutors and are examined 
and tried in the court, accord­
ing to the Criminal Procedure 
Law.
Judicial penalty is inposed 
against tax crimes in connection 
with the assessment and 
collection of tax. The penal­
ties include a term of penal 
servitude and an amount of fine. 
The "National Tax Violations 
Control Law” provides the 
investigation, procedure, etc., 
concerning tax crimes.
If a taxpayer or third person 
in possession of properties 
conceals or destroys 
properties with the intention 
of evading the payment of 
delinquent tax claims, he shall 
be imprisoned for not more than 
three years or fined not more 
than 500,000 yen or both.

If a corporation has failed to 
file proper returns on a timely 
basis or keep adequate records, 
a penalty of 30 per cent of the 
calculated tax or 0.1 per cent 
of gross revenue, whichever is 
greater, may be imposed.
The penalty for understatement 
of income is 30 per cent of the 
tax on the understatement. 
However, if the understatement 
arose as a result of differences 
between financial and tax 
accounting, the fine is reduced 
to 10 per cent. The penalty for 
failure to withhold taxes as
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required is 10 per cent. If a 
corporation does not pay its 
taxes by the due date, it is 
subject to a 10 per cent penalty 
or interest of 0.05 per cent per 
day, whichever is greater.
For failure to submit a report 
or details of transactions found 
to be unclear, the penalty tax 
is 3% of the value of the 
transaction in the report not 
submitted or unclear or 0.3% 
in case the reporting is made 
within the additional reporting 
period. The penalty for failure 
to publish a balance sheet is 
10% of the tax or 0.05% of the 
gross receipts, whichever is more.
Where a person fails to submit 
within the specified period a 
copy of the contract relating to 
alienation of read estate, etc., 
a penalty of 2% of the amount of 
alienation is imposed. Where 
a copy is submitted after the 
specified period, an additional 
penalty tax of 0.2% of the amount 
of adienation will be imposed.
The penalty for late filing or 
failure to file a complete 
individual income tax return is 
10 per cent of the income tax 
liability. In addition, the 
penalty for fadlure to pay the 
income tax due on a timely 
basis is 10 per cent of the 
income tax liability. (There 
is no interest charged on late 
payments).

Sri Lanka Where a final and conclusive
assessment has been made on any 
person and that the amount of 
income or wealth exceeds the 
amount shown in the return

Please see (i) under this 
chapter.



made by that person, the 
Comnissioner General may require 
such person to prove that there 
is no fraud or wilful neglect 
involved in the disclosure 
of the income or wealth.
Where such person fails to 
prove, the Commissioner 
General may punish by
(1) imposing a penalty of a 
sum not exceeding Rs. 2000 
plus a sum equal to twice 
the tax evaded;
(2) prosecuting for making 
incorrect returns - in which 
case the penalty may range 
from a fine equal to the amount 
of tax undercharged as a 
result of the furnishing of
an incorrect return by the 
taxpayer plus a sum 
not exceeding Rs. 5000 or 
imprisonment not exceeding six 
months or both fine and 
imprisonment.
(3) prosecuting for fraud.
Automatic penalties will be 
iiqposed in the event of failure 
to make timely quarterly payments 
of tax, upto a maximum of 50% 
of the tax in default. The 
panelties are*
- a penalty of 5% of the tax 
in default; and
- an accruing penalty of 5%
for every 3 months or part thereof 
for which the tax remains unpaid.
The employer, who fails to deduct 
tax from the employee under PAYE 
scheme or fails to pay the amount
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to the Commissioner General, will 
be subjected to a penalty of 10% 
of the tax in default. Where 
such tax is not paid before the 
expiry of 6 months after such 
tax has begun to be in default, 
a further penalty of 15% of such 
tax will be levied.

O.K. If a company which is subject The penalty for a company which
to corporation tax an fraudulently or negligently
accounting period has neither makes an incorrect return or
made a return nor given notice statement or delivers incorrect
of its liability within one year accounts to the Revenue is the
after the end of the accounting amount of tax which has been
period, it is liable to a underpaid. This is additional
maximum penalty of the amount to any criminal penalties which
of tax liability in respect of might be imposed by a court,
income from each undeclared source
for that year under assessments. The maximum penalty for

fraudulently or negligently 
A person who fails to make a making an incorrect return,
return when required to do so etc. is Pounds 3,000.
by notice may become liable to
the maximum penalty of Pounds False statements in income
300. A penailty of up to tax returns, or for obtaining
Pounds 60 per day may in any allowance, reduction or
addition be incurred if the repayment may involve liability
fad lure continues after such a to imprisonment for up to
penalty has been imposed. two years.
If the failure continues beyond 
the end of the tax year, a 
further penalty up to the 
amount of tax charged may 
be imposed.
Fad lure to ad low access to 
computer records renders a 
person liable to a Pounds 
500 penadty.

O.S.A. A penalty for underpayment of
tax may be imposed if the 
corporation hats not paid, 
on or before the due date 
of filing the return form, 
at leatst 90 per cent of the 
amount of tax shown on the

A criminal prosecution must 
generally be started within 
three years after the offence 
is committed. But a 6-year 
period is imposed in a case 
where there is: (1) fraud or 
an attempt to defraud the U.S.
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income tax return as filed. 
Interest will be charged on 
any unpaid tax from the 
original date prescribed for 
payment to the date of 
payment.
Certain civil penalties can 
be imposed for failure or 
delinquency in filing of the 
return or payment of the tax.
Domestic and foreign corporations 
engaged in a U.S. trade or 
business that are controlled 
by foreign persons are required 
to submit an annual report 
(Form 5472). US persons who 
have an interest in a foreign 
corporation must file a report 
(Form 5471) annually. A 
penalty is provided for failure 
to furnish this information.
The law requires various 
information returns and state­
ments to be filed with the 
IRS. The law also imposes 
penalties where there is a 
failure to file a required 
return or statement.
A penalty of $5 (upto a maxi­
mum of $ 20,000 per calendar 
year) is inposed for each 
information return that cont­
ains incorrect information or 
omits correct information, unless 
the failure is due to reason­
able cause and not to wilful 
neglect.
Any taxpayer who fails to 
include in his tax return the 
Taxpayer Identification Number 
(TIN) of any dependents who are 
at least five years of age 
before the and of the tax

or an agency thereof, by 
conspiracy or otherwise; (2) 
a wilful attempt to evade 
or defeat any tax or payment;
(3) wilful action in preparing 
a false return or other 
document; (4) wilful failure 
to pay any tax or make, any 
return (except certain 
information returns) at the 
time required by law; (5) 
a false statement verified 
under penalties of perjury 
or a false or fraudulent 
return, statement or other, 
document; (6) intimidation 
of a U.S. Officer or employee; 
(7) an offence committed by 
a U.S. officer or employee 
in connection with a revenue 
law; and (8) a conspiracy to 
defeat tax or payment.
A return preparer who uses 
return information for any 
purpose other than to prepare 
a return, or who makes an 
unauthorised disclosure of 
return information, is 
subject to criminal penalties. 
A conviction will result 
in a fine of not more than 
$ 1,000 or imprisonment of 
not more than one year, or 
both, together with the cost 
of prosecution.
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year will be subject to a $ 5 
penalty for each such failure 
unless the failure was due to 
reasonable cause, not to wilful 
neglect.
Penalties are imposed for 
underpayment of tax, valuation 
overstatements, or substantial 
underpayment of liability.
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Chapter XX

(i) Number of taxpayers:

Country TnHiviAiais Corporations toi-Corporate Other Tax Ohits 
ftiainfiRfi

Australia
Income derived 
in 1979-80
5,770,616 79.189
Taxable income A$
66.316.669.000 9,704,577,000
Net Tax assessed A$
14.446.940.000 3,432,743,000

Japan (i) No. of Taxpayers No. of corporations 
(Wage earners) (Paying tax in 1985)
during 1985 = 1,660,010
= 36,650,000

Total tax amount
(ii) No. of Taxpayers collected from 
(Wage earners) these in 1985
Filing returns = 125,698,000
during 1985 millions of yen
= 7,370,000

U.S.A.
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(ii) Revenue Collection

Country Absolute numbers and as percentage of certain Total public sector
national aggregates, viz. GDP/national income expenditure

Total RaviRniift as Percent, of (3TP 
for thf» mars
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1983 1984 1985 12fi£ 1987 1988 1989
Australia 26.79 25.98 27.47 27.67 28.23 27.83 —

Belgium 44.00 44.94 45.34 44.39 44.29 43.24 —

Denmark 36.75 38.71 40.13 42.21 41.89 41.65 40.64
Federal 
Republic 
of Germany

29.31 29.86 30.12 29.65 29.34 28.78 29.23

Indonesia 19.22 20.46 20.70 19.74 19.29 16.53 17.00
Japan — — — — — — —

Korea 18.08 17.35 17.22 16.95 17.21 17.89 18.25
Sri Lanka 19.18 22.15 22.32 20.75 21.42 18.81 21.36
O.K. 37.30 37.55 37.85 37.06 36.84 36.75 —

O.S.A. 19.96 19.70 20.25 19.82 20.64 20.25 20.54
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Sam fafiifi Tax Statistics (Cnntri.)

(ii) Revenue Collection (Cantd. )

Country Gross tax revenue of federal 
national government and

Of federal and 
State Govt, 
taken together

1983 1984 1985 1986 1987 1988
Australia (In millions of dollars)
Total Revenue 45,703 50,054 58,908 
Total Tax Rev. 40,956 44,709 52,791

66,240
58,622

74,098
65,476

82,600
73,707

Belgium (In Billions of Francs)
Total Revenue 1,857.3 2,039.9 2,201.6 
Total Tax Rev. 1,784.8 1,955.4 2,103.5

2.271.4
2.189.5

2,369.9
2,290.4

2.457.8
2.388.9

Denmark (In millions of Kroner)
Total Revenue 188,365 218,810 246,846 
Total Tax Rev. 163,411 188,028 213,961

281,324
243,620

291,516
254,490

301,555
260,998

Federal Republic of Germany (In billions of EH)
Total Revenue 490.83 524.22 551.33 
Total Tax Rev. 462.00 485.37 508.96

572.59
530.79

588.77
552.37

607.49
576.43

Indonesia (in billions of Rupiah)
Total Revenue 15,511 18,724 20,347 
Total Tax Rev. 13,872 15,221 17,761

21,324
14,993

24,747
18,827

24,088
21,436

Japan (in billions of yen)
Total Revenue 33,762 36,726 40,188 
Total Tax Rev. 32,061 34,854 38,190

41.675
39.629

47,169
44,498

51,907
49,024
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1383 1984 1985 1986 1987 1988

Korea (in  b illio n s  o f Wen)

Total Revenue 11,538 12,604 13,923 15,840 . 18,658 22,890
Total Tax Rev. 10,208 11,078 12,104 13,882 16,690 20,389
Sri fjmka (in  mi n  im s o f Rs.)

To Led Revenue 23,318 34,062 36,248 37,238 42,144 41,751
Total Tax Rev. 19,913 29,939 30,440 31,272 35,119 35,948
O.K. (In  m illions o f pounds)

Total Revenue 112,648 120,718 133,876 139,904 150,491 167,232
Total Tax Rev. 98,771 106,572 118,265 125,239 134,533 150,565
O.S.A. (In  b illion s  o f d o lla rs )

Total Revenue 653.44 718.53 791.68 823.16 909.95 962.69
Total Tax Rev. 580.63 645.00 710.99 744.58 830.18 884.37
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Snmft Brain  Tax Stat.iat.ifis ffinntd.1 

( H i )  Tare** nn TnnfTMft and P r o f i t s  a s  p«w fwnt o f  Total RavanuQ

Country 1983 1984 1985 1986 1987 1988 1989

Australia 61.43 59.23 59.98 59.54 61.31 62.19 —

BelgLiai 38.16 37.76 37.50 37.33 36.74 36.40 —

Danmark 33.59 35.50 37.06 37.24 37.33 38.67 39.24
Federal Republic 
of Genany

16.95 16.63 17.44 17.46 17.44 17.64 18.11

Indonesia 73.57 67.03 66.14 40.37 47.63 55.95 —

Japan — — — — — — —

Korea 22.61 22.75 24.95 25.06 28.38 29.90 34.14
Sri Lanka 14.44 16.09 15.41 12.86 11.65 11.13 9.56
O.K. 38.84 38.77 39.36 38.54 38.25 38.65 —

OSA 49.90 49.48 50.03 50.09 52.39 51.49 52.48
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