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Questions

(b) the physical location of
the natural resources in
question

(c) The place where the na-
tural resources is used (as
in the cases where ore is
extracted from a mine
located in one country
by the royalty debtor or
on his behalf)

(d)

Replies

If the natural resources
are situated in India.
the entire royalty is tax-
able wherever it is paid.

The liability of such
royalty depends solely
on the place where the
natural resources are
located and not where
they are smelted or pro-
cesssed.

Income from mortgages on real property, ships (including
mortgage bonds) if tbey are considered as interests in realty
rather than as securities.

1. In what manner and to what
extent does taxation of such
income depend on one or
more of _the following crite-
ria:

(a) the nationality or domi-
cile of mortgagee or
mortgager

(b) the location of the mort-
gaged property

(c) the registry or principal
place of use of the mort-
gaged ship or aircraft

(d) the place of registration
of the mortgage (if differ-
ing from (b), or (c) )

Either or both of (b)
and the second part of
(e) are the determining
factors.
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Questions

(e) the place of origin or
use of the capital secured
by the mortgage

(e) Business profits

1. In what manner and to what
extent does the taxation of
business profits (i.e. income
derived from carrying on in-
dustrial agricultural enterpri-
ses, which is not covered by
any other income category
listed in this questionnaire)
depend on :

(a) the nationality or domi-
cile of the person or
legal entity receiving the
profits

(b) The location of the busi-
ness activity from which
the profits are derived

Replies

This is no criterion.

The liability to taxes
attaches to income, pro-
fits and gains accruing
or arising or received in
the country or under
certain circumstances
deemed to accrue, arise
or be received in the
country. The location
of the business activity
is thus a factor if it de-
cides the place where
income accrues or arises
or is deemed to accrue
or arise. Thus if the
manufacture of certain



222
Questions

2. Are national enterprises taxed
on their profits from:

Replies

articles is done in India,
but the sale takes place
outside, and consequen-
tly the income also arises
outside India, a part of
such income attributa-
ble to the manufactur-
ing operations in India
IS deemed to accrue or
arise in India. If, on
the other hand a pro-
duct manufactured out-
side India is sold in
India the entire income
accrues or arises (not
deemed to accrue or
arise) in India and is
liable to tax in India.

The taxation liability is
determined not by the
nationality of an enter-
prise but by the "resi-
dence" of the tax-payer.
If a person is ordinarily
resident in the country
he is to pay tax on all
income wherever arising
throughout the world;
otherwise the taxation
liability attaches only to
income actually arising
or in certain circums-
tances deemed to arise
in India. If however, an
income arising abroad is
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Questions

(a) all their business activi-
ties domestic and
foreign

(b) their business activities
in a foreign country, only
in so far as :

(1) they are isolated or
occasional

(2) they are carried on
through an indepen-
dent agent

(3) they are carried on
through a "perma-
nent establishment"

3. Are foreign enterprises taxed
on their profits:

(a) from all their business
activities, domestic and
foreign if:

(1) they carryon isola-
ted or occasional
business activities
within the country

(2) they maintain an
independent agent
within the country

Replies

received in India it IS

taxable in India.

Yes.

No.

No.

No.

No one of these criteria
by itself determines the
taxation liability in In-
dia, unless one or more

of these singly or jointly
are factors determining
the place of accrual of
income-or the place
where a part of the in-

come can be deemed to
accrue or arise.
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Questions

(3) they otherwise do
business (maintain a
"permanent estab-
lishment" carryon
"trade" etc.) within
the country

(b) Attributable to their
domestic transactions
only

4. What constitutes a "perma-
nent establishment", "doing
business" or "carrying on
trade"

5. Where a business enterprise is
taxed only on certain items,
parts or categories of its do-
mestic or foreign activities
how are its taxable and non-
taxable profits apportioned:

(a) a percentage of the total
profits (or of the total
domestic or foreign pro-
fits) of the enterprises
(fractional apportion-
ment) corresponding to
the proportion of :

Replies

Please see the reply
against item 2 above.

As noted above against
items 2 and 3 these are
not by themselves fac-
tors determining the
taxation liability. These
terms are not anywhere
defined or explained
in the taxation laws of
India.

Where any apportion-
ment is necessary, e.g.
to determine what part
of profits earned outside
India may be deemed
to accrue or arise in
India, there is no fixed
rule for determination
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Questions

(1) the taxable business
activities to the en-
tire business of the
enterprises; if so how
is this apportion-
ment calculated, es-
pecially as to divi-
sion of the overhead
of the central office.

(2) the value of the
physical plant used
in the taxable busi-
ness as to the value
of the entire plant
of the enterprise.

(b) the actual profits of the
taxable business activity
considered as a separate
entity:

(1) as assigned to it on
the books of the en-
terprise.

(2) as determined by
the revenue autho-
rities either through
presumptions (me-
thods forfaitaire) or
through considera-
tion of the taxable

Replies

of the part of profits
attributable to activities
or operations in India.
It is made on reason-
able estimation. Where
in any concern profits
derived within and out-
side India are not sepa-
rately accounted for,
one of the principles of
determination of the
profits derived within
India is to take it at
such proportion of the
whole world profits as
Indian turnover bears
to the world turnover.
(Also please see replies
against (b) below.)

Ordinarily this is accep-
ted.

The arms length method
is not allowed. Unless
the profits derived in
India is not separately
accounted for the me-
thod followed is as indi-
cated against (a) above.
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Questions

activity for taxing
purposes as an inde-
pendent enterprise,
substituting for the
prices, fees, salaries
etc. carried on its
books those which
would have prevail-
ed between inde-
pendent enterprises
dealing at arms
length.

(c) Any other method or
criteria.

6. Do special rules apply to :

(a) enterprises operating
wholly or . in part in a
possession, colony, man-
date or other territory,
under the jurisdiction of
the country, but subject
to a different legal re-
gime from that of the
metropolitan territory.

(b) enterprises operating
wholly or in part in a
certain foreign country
and being, by reason of
doing business there,
subject to a different tax
regime from enterprises
operating in other fore-
ign countries

Replies Questions

227

Does not arise.

No.

(c) particular categories of
enterprises, such as
financial institutions
(e.g. banks, insurance
companies), international
transport and communi-
cation enterprises, pub-
lic service companies,
mining industries, per-
sonal holding companies,
moving picture produ-
cers and distributors-

(d) business profits collec-
ted through an agent,
trustee, representative,
broker or other conduit
or intermediary

(e) business enterprises
owned or controlled by
a domestic or foreign
agency

7. Are there any cases in which
the same type of business
profit is subject to a different
tax treatment depending on
the nationality or domicile of
the enterprise, or the location

Replies

No. Except for insu-
rance companies, the
computation of the tax-
able profits of which is
made according to cer-
tain rules.

Where the beneficiaries
are not known, a trustee
is generally treated as
the assessee on behalf of
the beneficiaries; simi-
larly an agent of a fore-
ign principal is treated
for all purposes as the
assessee on behalf of the
principal.

No.
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Questions

of the property or the origin
of the income involved. If so,
do these differences concern :

(a) the taxability as such

(b) the tax rates

(c) the permissible allow-
ance deductions

(d) the collection of the tax
at source or from the
recipient of the profit

(e) the method of the tax
assessment

(f) any other aspect of the
tax assessment or collec-
tion

8. Do any special rules prevail
in relation with specific
foreign countries on the basis
of:

(a) internal legal provisions
granting tax relief on a
reciprocal basis (e.g., for
all foreign countries
whose laws grant similar
relief to citizens of the
former country)

Replies

Companies not declaring
dividend in India pay
extra super-tax of 6-1%
or 12{-% according as
they are public or pri-
vate companies. But if
they make arrangements
for declaring dividend in
India, no extra super-
tax would be payable.

Agreements for recipro-
cal relief obtain with
Ceylon, Aden, Kenya,
Tanganyika, Uganda,
Zanzibar, Gold Coast,
Nigeria, Sierra Leone,
Gambia, and Mauritius.
Lately there were similar
agreements with the
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Questions

(b) International tax agree-
ments

9. Do any special rules prevail
in the application of special
taxes on business profits as
for instances:
(a) Excess Profits Tax:

(b) undistributed
tax:

profits

Replies

United Kingdom and
Burma, but they have
been discontinued.

(c) tax on illicit (i.e. black
market) profits

Arrangements for avoid-
ance of double taxation
between India and the
United Kingdom are
under consideration.
Bilateral agreement for
the avoidance of double
taxation exists between
India and Pakistan.

Excess Profits Tax
1940-the liability under
this Act was in respect
of profits earned bet-
ween 1-9-1939 and
31-3-1946.

Business Profits Tax
Act, 1947-the liability
under this Act is in res-
pect of profits earned on
and from 1-4-1946.

No, but on distributed
profits of companies a re-
bate is allowed at 6-1% .
No.
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(f) Income from personal tangible property such as stocks,
bonds, debentures and other notes and securities, debt or
capital participations (including mortgages and mortgage
debentures, if considered as personal rather than real, pro-
perty under the domestic law).

Questions

1. In what manner and to what
extent does the imposition of
the tax depend on one or
more of the following cri-
teria :

(a) the nationality or domi-
cile of the owner of the
note or security, or of
his trustee or legal repre-
sentatives

(b) nationality or domicile
of the payee of the in-
come

(c) the physical location of
the note or security

(d) the country of origin or
investment of the capital
represented by the note
or security

(e) the place of payment of
the income

Replies

There are no such cri-
teria under the Indian
Law.

The country of invest-
ment is one of the crite-
ria. If money is borrow-
ed in a foreign country
and is brought into and
used in India, the inter-
est is taxable in India.

This is also one of the
criteria. If any income
is received in India, it is
taxable.
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Replies

There is no such crite-
rion under the Indian
Law.

No.

No.

In the case of bonds
issued by a foreign
government agency, the
interest is taxable in
India if it is received or
brought into India, or
if the recipient is a per-
son ordinarily resident
in India.

No.

Questions

(f) the relationship between
the payer company and
the payee company, espe-
cially when the manage-
ment or capital of the
former is controlled by
the latter

2. Is the rule stated under 1
supra modified in cases of
collection of tax at the source

3. Is the rule stated under 1
supra modified in cases where
the right to the note and the
security is held or adminis-
tered by a trustee or a legal
representative

4. Is the rule stated under 1
supra modified in the case of
bonds issued by a foreign or
domestic Central or local
government agency

5. Does the rule stated under 1
supra differ, depending on
whether the income is re-
ceived in the form of interest
or dividends
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(g) Income from royalties or patents, trademarks and other
commercial or industrial properties.

Questions Replies

1. In what manner and to what
extent does the taxation of
such royalties depend on the
one or more of the following
criteria:

(a) the nationality or domi-
cile of the licensor or
licensee

Such income is taxable
in India if it accrues or
arises in India and for
this purpose the place
where the property is
used or reproduced is
the criterion. If, how-
ever, any such income,
wherever accruing is re-
ceived or brought into
India or if the owner of
the income is a person
ordinarily resident in
India, the income is
taxable in India.

(h) Income from royalties on copyrights and other intellectual
properties

1. In what manner and to what
extent does the taxation of
such royalties depend on one
or more of the following
criteria:

(b) the place where the pro-
perty is used or reprodu-
ced

(c) the origin of the capital
used in the exploitation
of the patent etc.

(a) the nationality or domi-
cile of the licensor or
licensee

The answers given for
the head "s" above
apply to these royalties
also.

(c) the place where the con-
sideration (services, pre-
miums, capital) which
gave rise to the pension
or annuities was given

(k) Earned income from personal services, private employment
or liberal professions (fees, wages, salaries)
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Questions

(b) the place where the pro-
perty is used or reprodu-
ced

(c) the origin of the capital
used in the exploitation
of the copyright etc.

(j) Private pensions and annuities.

1. In what manner and to "what
extent does the taxation of
such income depend on one
or more of the following
criteria:
(a) the nationality or domi-

cile of the payer or
payee

(b) the place of payment of
the income

1. Are nationals taxed on such
income:
(a) if they reside abroad,

while receiving such in-
come from foreign sour-
ces

Replies

Taxability depends on
criterion (c), but (b)
also is one of the crite-
teria. If however, the
owner of the income is
ordinarily resident in
India, the income is tax-
able in India, wherever
earned.

No, unless the income is
received in India.
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Questions

(b) if they reside abroad;
while receiving such in-
come from domestic
sources

(c) if they reside in the
country, while receiving
such income from foreign
sources

(d) do the answers to (a)-
(c) supra depend on the
length of their foreign
residents

2. Are foreigners taxed on such
income:

(a) if they reside abroad
while receiving such in-
come, from domestic
sources (e.g, through
collection at source)

(b) if they reside in the
country while receiving
such income from fore-
ign sources

(c) do the answers to (a) and
(b) supra depend on the
length of their foreign or
domestic residence

3. In what manner and to what
extent do the answers to 1
and 2 supra depend on ;

Replies

Yes.

Yes.

Yes, the length of fore-
ign residence makes the
person concerned not
ordinarily resident in
India.

Yes.

Yes.

Yes.
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Questions

(a) the nationality or domi-
cile of the payer or
payee

(b) the place of payment

4. Do the answers to 1 and 2
supra differ, if the fees, sala-
ries or wages are paid :

(a) by a Central or local
government agency of
the country

(b) by a foreign central or
local government agency

(c) to civil servants

(d) to military personnel

(e) to diplomatic or consu-
lar personnel

5. Indicate in answers 1 to 2
supra any difference in the
tax treatment of liberal pro-
fessions on the one side and

Replies

(a) is not a criterion
under the Indian law,
but (b) is. Any income
received 10 India is
taxable.

The only exceptions are
the salaries received
by diplomatic person-
nel which are exempt,
along with the salaries
of their staff not being
citizens of India. The
salaries of Trade Com-
missioner or other offi-
cial representative are
also exempt on the basis
of reciprocity. The staff
of such a Trade Com-
missioner or representa-
tive are also exempt on
the basis of reciprocity
if the members of such
staff are the subjects of
the country represented.

No difference.
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Questions Replies
personal services and private
employment in the other
Note: Indicate special rules

applying to any in-
come category not in-
cluded under a-k
supra.

No separate answers are given against the various items
in respect of the following queries which are dealt with as
under:

(1) Exceptions to the general rule based on international
reciprocity not imposed by a tax agreement specially
through allowance of a credit for foreign taxes paid
on all or part of the same income.
...... there is no such exception.

(2) Applicable tax rates, allowances and deductions in
so far as they differ, for the same type of income
with the nationality or .domicile of any of the per-
sons or the location of the property or income invol-
ved, whether imposed by a single tax provision or
by a special tax measure applying to foreigners or
foreign assets.

...... No distinction in tax rates is made on the
basis of location of property or of income, but differ-
ent rates apply to persons if they are not resident in
the country. Some difference in the taxation rate
exists for companies which do not declare dividend
in India as distinguished from those declaring divi-
dend in India.

3. Modifications, if any, of the legislative rule imposed
by international tax agreement.
...... The only such agreement which has been so far
made is that between India and Pakistan.
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IRAQ

Income Taxation in Iraq

The only criterion employed for determining the treat-
ment of Iraqi nationals and foreign nationals in matters of
income taxation lies in deciding whether "a person is resident
in Iraq" or "a person is not resident in Iraq". Article I of In-
come-Tax Law No. 36 of 1949 prescribes the definition of these
two terms in the following paragraphs:

1. "Person resident in Iraq" means any person resident
in Iraq and any body of persons incorporated under Iraq Law
or whose principal place of business or of which the place of
management or place of control is situated in Iraq; also
any official of the Iraq Government outside Iraq; any Iraqi
who is resident outside Iraq for temporary purposes and has a
permanent place of residence or a principal place of business
in Iraq; and also any Iraqi who is resident in Iraq during any
years of assessment for a period of four months or more.

2. "Person not-resident in Iraq" means any non-Iraqi
person whose residence is due to the fact that he is engaged
in a salaried post in Iraq, or whose residence in Iraq is due to
certain temporary purposes only; also any person who is re-
sident outside Iraq, and derives in Iraq any income liable to
tax or exercises by any means whatever any trade, business,
profession or vocation in Iraq; and any body of persons not
incorporated or registered in Iraq which carries on business
or has an office or place of business therein.

Chargeable income, basis of assessment, appeals, exemp-
tions, allowances, rates of tax are contained in the following
summary extracted from Iraqi Income-Tax Law No. 36 of 1939
and its Amending Law No. 67 of 1943 and Income Surtax
Law No. 63 of 1943.
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Outlines of Income Tax in Iraq

Cbargeable Income

Income tax in Iraq is levied mainly on income derived
from:

1. Trade, business and professions.

2. Employment and allowances, pensions and annuities.

3. Interests, discounts and dividends and other incomes
arising in Iraq and not subject to any other tax in
Iraq.

Basis of Assessment

Assessment, calculated ordinarily for each year of asse-
ssment commencing on 1 April and ending on the following
31 March, is based on accounts certified by chartered account-
ants, or on bona fide systematic double-entry accounts.

Where no regular and reliable books are kept assessment
is based on comparison with similar occupations and on in-
formation gathered from such sources as intercepts, returns
and figures supplied by Customs and other departments and
on enquiries from merchants, brokers etc.

Employers are charged with the deduction and payment
of tax due by their employees.

Married women and children under eighteen in receipt
of incomes have same added to those of their husbands and
fathers respectively.

Agents carrying on business in Iraq on behalf of persons
not resident in Iraq are charged in respect of incomes accruing
to their principals from that business.

Appeals

Appeals against assessments may be submitted to the
General Appeal Committee in Baghdad, Basrah and Mosul.
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Further appeals especially where points of law are in ques-
tion may be submitted to the Law Court of Cassation.

Exemptions

The following incomes are exempt from tax:

1. Agricultural income of cultivators from agricultural
produce which is subject to Istihalak Tax, and in-
come from immovable property which is subject to
Property Tax.

2. The income of H. M. the King, the Crown Prince and
the regent and the official, emoluments of foreign
diplomatic and consular representatives and salaries
of military and civilian members of H. M.'s forces
and of the United Nations in Iraq.

3. Income of municipalities and undertakings for public
services other than those undertaken for the purpose
of private gain.

4. Income derived by owners of animals from the pos-
session thereof and any other incomes subject to
tax under this law which has been exempted by any
other law.

Allowances

The following allowances are granted to individuals resi-
dent in Iraq, situated as shown on the first day of the relative
year of assessment:

1. To a bachelor or widower-ID 150.

2. To a married man with no child or a windower with
child or children-ID 200.

3. To a married man having one child-ID. 250 with
an increase of ID-15 for each additional child until
a maximum sum of ID. 300 is reached irrespective of
the number of children.
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No allowances are granted on account of children over
eighteen years of age.

Rate of Tax

Tax for each year of assessment is reached at the following
rates after deducting the allowances as above:

At the rate of 6% up to ID. 150.
At the rate of 9% over ID. 150 and up to ID. 500
At the rate of 12% over ID. 500 and up to ID. 1200
At the rate of 15% on any amount over ID. 1200

The last rate is levied upon the chargeable income, what-
ever be the amount, of any person not resident in Iraq for
a period of four months or more during the year of assessment.

A Sur-tax is levied on incomes exceeding ID. 1500 in
addition to Income-Tax as follows:

(a) Where individuals resident in Iraq are concerned
and on all incomes liable to Income-Tax where non-
resident individuals are concerned, at the following
rates :

At the rate of 5% up to ID. 1000.
At the rate of 10% on any amount over ID. 1000 upto ID. 2000
At the rate of 15% on any amount over ID. 2000 upto ID. 3000
At the rate of 20% on any amount over ID. 3000 upto ID. 4000
At the rate of 25% on any amount over ID. 4000 upto ID. 5000
At the rate of 30% on any amount over ID. 5000 upto ID. 6000
At the rate of 35% on any amount over ID. 6000 upto ID. 7000
At the rate of 40% on any amount over ID. 7000 upto ID. 8000
At the rate of 45% on any amount over ID. 8000

(b) Where bodies of persons are concerned:

At the rate of 10% up to ID. 1000.
At the rate of 15% over ID. 1000 and up to ID. 2000.
At the rate 20% over ID. 2000 and up to ID. 3000.
At the rate 25% on any amount over ID. 3000.
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Questionnaire on the tax treatment of foreign national's
assets and transactions.

Part II

.. The question of temporary purposes appearing in the defi-
~Itl.on of "non-resident person" has been, for practical purposes
limited up to three calendar years by the authorities concerned so
that a foreign .nat.ional coming to Iraq and working as an emplo-
yee or otherwise IS treated as a "non-resident" for three conse-
cutive years after which he becomes liable to Income-Tax on the
sa~e footing and enjoys the same rebates granted to Iraqi
nationals and other persons "resident in Iraq".

No regard is taken of whether a person liable to Iraqi
Income-Tax on profits arising in or received in Iraq is liable
to tax on the same profits outside Iraq. The imposition of
Income-Tax is embodied in Article 3 of Law No. 36 of 1939
which prescribes that tax shall be charged and collected from:

(a) Any person resident in Iraq on incomes arising in
Iraq or elsewhere notwithstanding that all or any
part of such incomes may not have been received in
Iraq.

(b) .Any person. not resident in Iraq on incomes arising
in Iraq notwithstanding that all or part of such incomes
may not have been received in Iraq, including inco-
mes received in Iraq.

All facilities are granted in Iraq to newspaper reporters
and news gathering agencies as far as income taxation is
concerned.

PAKISTAN

I. Income-Tax

(a) Structure and underlying principles of income-tax
system

l. The Pakistan income-tax is a global tax chargeable for
each ~nancial year which begins on the first of April. It is pay-
able In respect of the total income of the previous year :
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(i) Individuals
(ii) Hindu undivided families
(iii) Companies and local authorities

(iv) Firms and
(v) Associations of persons (Section 3).

The Pakistan Income-Tax Act does not take domicile or
nationality into account. The concept used is that of residence
and for the purpose of determining taxable income the tax
payers are classified in three categories:

(i) Persons resident and ordinarily resident in

Pakistan,

(ii) Persons resident but not ordinarily resident in
Pakistan,

(iii) Persons not resident in Pakistan (Section 4( 1) ).

Section 4A of the Income-Tax Act defines those three
categories for the various individuals and entities who are
subject to the income-tax, along the following lines :-

"(a) An individual is resident in Pakistan in any year
if he-

(i) is in Pakistan in that year for a period amount-
ing in all to one hundred and eighty-two days
or more; or

(ii) maintains or has maintained for him a dwelling
place in Pakistan for a period or periods amoun-
ting in all to one hundred and eighty-two
days or more and is in Pakistan for any time
in that year; or

(iii) having within the four years preceding that year
been in Pakistan for a period of or for periods
amounting in all to three hundred and sixty-
five days or more, is in Pakistan for any time
in that year otherwise than on an occasional or
casual visit; or
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(iv) is in Pakistan for any time in that year and the
Income- Tax Officer is satisfied that such indivi-
dual having arrived in Pakistan during that year
is likely to remain in Pakistan for not less than
three years from the date of his arrival.

(b) A Hindu undivided family, firm, or other association
of persons is resident in Pakistan unless the control
and management of its affairs is situated wholly with-
out Pakistan;

and

(c) A company is resident in Pakistan in any year (a)
if the control and management of its affairs is situa-
ted in that year wholly in Pakistan, or (b) if its
income arising in Pakistan in that year exceeds its in-
come arising without Pakistan in that year."

The above is the test for determining whether a person is
"resident" or "non-resident". The further sub-division between
"resident and ordinarily resident and resident but not ordinari-
ly resident" is made as below (Section 4 B) :

(a) An individual is "not ordinarily resident" in Pakis-
tan in any year if he has not been resident in Pakis-
tan in nine out of the ten years preceding that year
or if he has not during the seven years preceding
that year been in Pakistan for a period of or for
periods amounting in all to more than two years.

(b) A Hindu undivided family is deemed to be "ordina-
rily resident" in Pakistan.

(c) A company, firm or other association of persons is
"ordinarily resident" in Pakistan if it is resident in
Pakistan.

It may be added that for the purpose of determining whe-
ther a person is resident or not, the circumstances of the
previous year, i. e. the year in which the income has been



244

received and not those of the year for which the assessment is
to be made, have to be considered.

The principles which govern the determination of taxable
income in each of the three categories are as foIlows:-

(1) Persons "resident and ordinarily resident" in Pakistan

Such persons are subject to tax:

(i) on income received or deemed to be received in
Pakistan in the previous year (Section 4( 1) (a) ).

(ii) on income accruing or arising or deemed to
accrue or arise in Pakistan in the previous year
(Section 4 (1) (b) (i);

(iii) on income accruing or arising without Pakistan
(Section 4 (1) (b) (ii) ;

(iv) on all amounts brought into Pakistan during the
previous year out of income which accrued be-
fore the beginning of such year and after the
1st day of April 1933-Section 4 (1) (b) (iii),

(2) Persons "resident but not ordinarily resident" in
Pakistan

Such persons are subject to tax:

(i) on income received or deemed to be received in
Pakistan (Section 4 (1) (I) (a) ;

(ii) on income accruing or arising or deemed to accrue
or arise in Pakistan in the previous year (Section
4 ~1) (b) (i) ;

(iii) on such an amount of income, profits or gains
which accrued or arose without Pakistan as is
derived from a business controlled in or a pro-
fession or vocation set up in Pakistan or is
brought into Pakistan during the previous year
(Section 4 (1) (b) (ii) and second proviso to
Section 4 (1) (c) and;
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(iv) on all amounts brought into Pakistan during the
previous year out of income which accrued out-
side Pakistan before the beginning of such year
and after the 1st day of April 1933 (Section
4 (I) (b) (ii) ).

(3) "Non-resident" i. e. Persons not resident in Pakistan
Such persons are subject to tax :

(i) on income received or deemed to be received
in Pakistan during the previous year (Section 4
(1) (a) ) and

(ii) on income accruing or arising or deemed to
accrue or arise in Pakistan during the previous
year (Section 4 (I ) (c) ).

Under the third proviso to Section 4 (I), in the case of
persons resident, a sum of Rs. 4,500/- is deducted from the
income arising abroad in the previous year but not brought
into Pakistan. Income from agriculture accruing or arising
within Pakistan is exempt from federal income tax (Section 4
(3) (viii) but not that accruing or arising outside Pakistan, which
is treated just like any other income in the hands of any indivi-
dual or entity subject to tax in anyone of the three above
mentioned categories. Agricultural income taxation falls with-
in the jurisdiction of the Provinces, some of which resort to
such taxation.

The circumstances under which income is deemed to
accrue in Pakistan are the following :-

(i) Income accruing or arising whether directly or
indirectly through or from any business connec-
tion in Pakistan or any property, asset or source
of income in Pakistan or through or from any
money lent at interest in Pakistan (Section 42(1).
In the case of a business of which all the opera-
tions are not carried out in Pakistan, only such
profits as are reasonably attributable to that


