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# # 5586198734 : MAJOR FINANCE AND TAX LAWS
KEYWORDS: THE CLASSIFICATION OF ASSESSABLE INCOME UNDER THE REVENUE CODE /
ASSESSABLE INCOME FROM HIRE OF WORK

WIMPAT RAJPRADIT: LEGAL PROBLEMS ON THE CLASSIFICATION OF ASSESSABLE
INCOME UNDER THE REVENUE CODE: A STUDY OF ASSESSABLE INCOME FROM HIRE
OF WORK. ADVISOR: AUA-AREE ENGCHANIL, Ph.D., CO-ADVISOR: PROF. PAUL
THIRAKHUPT, Ph.D., 257 pp.

Hire of work is very various according to its definition under the Civil and
Commercial Code of Thailand; therefore, the income tax imposition needs to be proper for
assessable income from hire of work’s manner, especially, the income tax system depending

on the classification of assessable income.

Nowaday, section 40 of the Revenue Code classify assessable income from hire of
work into 3 types of assessable income; assessable income derived from performance of work
(same as hire of work), Assessable income from liberal professions and assessable income
derived from a contract of work where the contractor has to provide essential materials
besides tools.

Moreover, according to the Supreme Court Decision 5422/2536 along with the
Revenue Department Decision, there are two more types of assessable income from hire of
work; assessable income from hire of work with high value of changes and assessable income
from hire of work under the Revenue Department rules. The later assessable income can be
changed assessable income from hire of work under section 40(2) of Revenue Code into
assessable income under section 40(8) of the Revenue Code, for example, assessable income
from actors/actresses, assessable income from insurance agent and assessable income from a

job similar to insurance agent.

Because of the assessable incomes from hire of work are classified in various types
by the classification of assessable income under the Revenue Code, the Supreme Court
Decision and the Revenue Department Decision, there are problems against tax equality
principle, Good Tax Criteria and Principle of Legality. Moreover, these problems also affect

changes deduction, withholding tax and income tax calculation for couple.

In conclusion, these above problems need to be solved by analyzing income tax
system, legal principles and the classification of assessable income under foreign law for the

most appropriate classification of assessable income from hire of work in Thailand.

Field of Study: Finance and Tax Laws Student's Signature

Academic Year: 2013 Advisor's Signature

Co-Advisor's Signature
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? Ibid., page 73

> Ibid., page 74
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Income Tax, page 76.
" Ibid., page 76-77.
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o
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a ~ & 69
e el uwintu

® aArnanLUy (Interest)  AIMBNLUEUUBNAIINNUIYDS

AaNLlEAINNITNBULAITIMUIETIUTIRDNTEIINATT

* Department of the Treasury Internal Revenue Service, 2013, Topic 502 - Medical and Dental

Expenses [Online], Available from http://www.irs.gov/taxtopics/tc502.html [16 Oct 2013].

* Department of the Treasury Internal Revenue Service, 2013, Topic 503 - Deductible Taxes
[Online], Available from http://www.irs.gov/taxtopics/tc503.ntml [16 Oct 2013].
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® AUFENIEINQURNY Hu5ITUVIANTENITLAINTTY
(Casualty, Disaster, and Theft Losses) WINHRNHI
Usghudensndduidenielidndeawisnieluiian
a 3 I ) £y} [~4 1 v Y 3 =
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o alda1umiusieni1sUsesnAndu (Miscellaneous
Expenses) AldaneNazirinlnazdoadunildanen

Wadululnienazsin deadualdaneiieitunisan

° Department of the Treasury Internal Revenue Service, 2013, Topic 504 - Home Mortgage Points
[Online], Available from http://www.irs.gov/taxtopics/tc504.ntml [16 Oct 2013].
" Department of the Treasury Internal Revenue Service, 2013, Topic 505 - Interest Expense
[Online], Available from http://www.irs.gov/taxtopics/tc505.ntml [16 Oct 2013].

B Department of the Treasury Internal Revenue Service, 2013, EO Select Check [Online], Available

from http://www.irs.gov/Charities-&Non-Profits/Exempt-Organizations-Select-Check [16 Oct 2013].

Department of the Treasury Internal Revenue Service, 2013, Topic 506 - Charitable
Contributions [Online], Available from http://www.irs.gov/taxtopics/tc506.html [16 Oct 2013].

" Department of the Treasury Internal Revenue Service, 2013, Topic 515 - Casualty, Disaster, and

Theft losses (Including Federally Declared Disaster Areas) [Online], Available from
http://www.irs.gov/taxtopics/tc515.html [16 Oct 2013].
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Uszriundsuusaan (Adjusted Gross Income)
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= YRR 4 . Y 378
9m5LEBNNSINANYa18ANII8NIS (Itemized Deduction) wwnzlunsalsasnaluil

o luaunsairAldanewuusmiun (Standard Deduction)
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A, AnaangdaudIuil uwazAaandeuanylugunisy (Personal

and Dependency Exemption) ananugdauuszinniliuai

’ Department of the Treasury Internal Revenue Service, 2013, Topic 508 - Miscellaneous

Expenses [Online], Available from http://www.irs.gov/taxtopics/tc508.html [16 Oct 2013].
" James J. Freeland, Daniel J. Lathrope, Stephen A. Lind and Richard B. Stephens, Eundamentals

of Federal Income Taxation, 16th edition, page 601-602.

" Sean Lowry, Tax Deduction for Individuals: A Summary, page 6.

8 Department of the Treasury Internal Revenue Service, 2013, Topic 501 - Should | Itemize?
[Online], Available from http://www.irs.gov/taxtopics/tc501.html [16 Oct 2013].

I QL‘W@JL@Mmﬂ Section 151 of UNITED STATES CODE ANNOTATED 26 U.S.CA.-Internal Revenue
Code

* guiisiifin91n Section 152 of UNITED STATES CODE ANNOTATED 26 U.S.CA-Internal Revenue
Code
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3.2.3 YUABUNITATUIUAYE

AuszuUNsImNuNERulavesansgasng ihduldsiuimuaiuu

RunbasusnAuuIAUIUNE TnendlakusUsenndulafauseilunardairturnalgane

o U o a o U 4! a a U 4185
AL AIUIUNUBNININTERIUA NN UIININYALLBYNANY

1) Jupaud 1 dkulananueauisiudulaglifasiasawnasnuwaz Ly

foaunendulszinn (ADD Income from all Taxable Source)86

o James J. Freeland, Daniel J. Lathrope, Stephen A. Lind and Richard B. Stephens, _Fundamentals

of Federal Income Taxation, 16" edition, page 595.

* Ibid., page 595-599.
* Ibid., page 596-597.
* Ibid., page 597-598.

* Sean Lowry, Tax Deduction for Individuals: A Summary, page 1.
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Junoui 2 indiealideninaintulasiuvedidonis (SUBTRACT
. . 87 = v a 1% a | o 1%
Above-the-line deduction) @sazladulafisUssiiunusulganan

(Adjusted Gross Income)

:.’I d‘ o a Y =2 a Qll U 1% CY ¥ 1 1 1 £Y
VUNDUN 3 ‘L!’]N‘Lll@l‘WQ‘LJi%LNUWU?‘U‘UEQLL@UNWMﬂﬂ%SﬂW@@MS@Uﬁ%UW%

(SUBTRACT Personal E><emp’tion)88

JUADUN 4 FNALANNYTINYAINTIENT WIBALTINYUULNU LA ILANTE
3 / . 89 =~ ')
(SUBTRACT Itemized Deduction or Standard Deduction) @93zl

ﬁuléfzjj‘w% (Taxable Income)

JURUN 5 Y1RUlANIUTRUNFNA I8 LAINIANUIUAUAIT 190 )
A% (APPLY Rate Schedule)

g A o v a ~ 290 = P ~a
YUHBDUN 6 NNNLLATANNY (SUBTRACT Tax Credit) sﬁﬂﬁﬁlgiﬂﬂqu

foaLdy (Final Tax Liability)

TuRUNITAUINNBRUlAveUsEIWAEnSTaIS a1 saasUladenn

% Section 61 of UNITED STATES CODE ANNOTATED 26 U.S.C.A-Internal Revenue Code

* Section 62 of UNITED STATES CODE ANNOTATED 26 U.S.CA.-Internal Revenue Code

* Section 151 and 152 of UNITED STATES CODE ANNOTATED 26 U.S.CA-Internal Revenue Code
¥ Section 63 of UNITED STATES CODE ANNOTATED 26 U.S.CA -Internal Revenue Code

. Department of the Treasury Internal Revenue Service, 2013, Tax Topics - Tax Credits

[Online], Available from http://www.irs.gov/taxtopics/tc600.ntml [17 Oct 2013].
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3.2.4 Wisuisunuusemndlne

sruunSRuldvesssmaanigowinuiussuunstuliidanuldudes
lunsszuun@kulanuusiuidula (Global Income Tax System %38 Comprehensive
Income Tax System) \flas1nszuun18ldulivesUssmaanigodniiuaiuldaniu
fsussidunnussavilefldfarsaniundefiinvesfuldfeusediuty uasdliinsuds
UssianFuldfeussiduilevinalddrsvesiuldfaseidiu wdninausinisinalddnsvesiu

TafsUseiliuwpazusennasdninumiiouiuy

lurauzfissuunstulavesUsemalnadusyuunstulanianuldudeely
MeszuunBRulanuukendula (Schedular Income Tax System) Liosannszuunedula
vosUszmAlveudiiuaBiuldnntulafisuszdiunnussian uainisuususzianidulafa

Usziiiueanilu 8 UszinniiianiswinanldsneNuaneanaiu

o Harvey S Rosen, Public Finance, 7th edition (New York, NY: Mcgraw-Hill Irwin, 2005), page 360
referenced in Sean Lowry, Tax Deduction for Individuals: A Summary, page 2.
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3.3 UsenAdeng e

Uszmassnguiiudssimasunuuvessyuun8ilulauvunenusziamIule
(Schedular Tax Systern) @suenidulafsussifiuosnifunarsuszinn Tnefiiiinsiuian
mMBduldfuansefuly uddouUsemasanguiinisidsunasseuunSiiulFgarinle
Usznnvesdulansusziiiudanuunnaneanty n1sfineinisuislszinntulafslseidu
veslszmadinguisdasinuitinouuas ndiannslisunvasiinandissasdon

fasaluil
3.3.1 AunANgkazUsTANYaIRulanaUseIY

Tutssinasingy mdduldiAntuasausnlule.f.1799 Tae William Pitt uas
gnihunldBnailuln.m 1803 Hosniinasnsusznicssmasinguiuiama’ e
asnsufananaugalula.m 1816 MBduldvesUszmasinguiagnenidnniseduldly
vgslsfiny TunareuysemasnguihniSdulduldiusnadslule.a 1842 ndiEuls

Tudszwadangelasunisimuiuiedwnsiiesaunseiuiangruuien1dtulandusngu

7 Kath Nightgale, Taxation, ﬂlth edition (London: Pearson Education limited, 2002), page 3.
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V9932 VUNTRULAVDIUTZNABINGBAUTAUTENT1 “The Income and Corporation Taxes
93
Act 1988 (ICTA)”

UsznadangulgUsdu The Income and Corporation Taxes Act 1988
(ICTA) WindaiiunBduldviayarasssunuas dfyarasesuuasin sudludinfnegdng
JunsriafinisusulgessvunmBduldvunulngdudulumulasinisuiulsngnunenidves

Y] a i . . 5 90
USEINFBanguwnsanin “Tax Law Rewrite Project

lasan1sUFulTanguuen® (Tax Law Rewrite Project) lasanngvung
MmmﬁuL,wiﬂgmmaaﬁ’uﬁdqwaiﬂamwiawwm@ﬁulé’suawizmwé’aﬂqwﬁﬁgwm 5 aUu
1Aun The Income Tax (Eamings and Pensions) Act 2003 (ITEPA 2003) The Income Tax
(Trading and Other Income) Act 2005 (ITTOIA 2005) The Income Tax Act 2007 (ITA
2007) The Corporation Tax Act 2009 (CTA 2009) uag The Corporation Tax Act 2010
(CTA 2010)

ngvngivnatuiinandmansenueguniessuuNMBRulavesseme
dangulagianizanurineveaiulaiessidu waensuusseinmBulafaussdunussuy

maRulalulszimesingudsiiseazonnna UL
1) AuAIevIRUlaNUTE LY

wAuAnfgfutuldfassfiuvesszvunmsSiuldludszma
Sanquiluurfniisadafufinnveaiuls GeiliszuunBiuldvesusenadanguiiang
LANAINTEUUNBSRLL At sEmaduneaums e liiuldfsuseifiunungmane
Uszimadangulinnumainefiunniisainanumsnevesiuldfia sz iunung vanees

a 96
Useinepu

RulpfiaUszdivmungrinedinguuseneulumessdusenounan 3

Uszns Ae fesdutuldisUsziliulssinvlaussunnudsnuiinguunanmun fedldidudu

. Mohamed Ramjohn, Revenue Law, (London: Cavendish Publishing limited, 1996), page 3.

. HM Revenue and Custom, 2013, Tax Law Rewrite [Online], Available from
http://www.hmrc.gov.uk/rewrite/ [14 Jan 2014].

» Philip Ridgway, Revenue Law, (London: Cavendish Publishing Limited, 1996), page 50.

* John Tiley, Revenue Law, 8" edition (Oxford: Hart Publishing, 2008), page 140.
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a v a v 97
RulanuuwenUszaniduld (Schedular Tax System)
9. fedlidutulaussianyu

asfUsznaulsznsiiiuasdusznouivilasuunBituls
vosUszmasingquiauuandsanssuumBduldvessemadn ™ asdusznaviiinan
nsArsvesmaigIulszlealusonts D n3dli 5 Fadmuadn “Alsuszdd (Annual
Profits) Faillsiegnelésenislasienisuisiinguuisivun” madnnuuszloadanan
othauaulnefililinseurauisduldfaseiiulszinymuusnanmaraiiediu nsinna
Yoamakddiusnginguuien1Sresussinadanguiinisweninudulausznnnuuen
ANNINBONIINATERIULR AUNLIBTBIAITT “RUlATaUsliu” AunguuesIngwiadl
anunglinseunguisduldvssiavyu wimndidanSitulafisdsyidudszinvyuiens

o a ~ I . . 99
Aoudemunguunananualagiuyu (Capital Gain Tax)
A, deslidutuldisUsziduilasuniseniunung g

asrUsznaulszn1stiliuesdusznauifnnudnaudumaus
InsUsudsesruun1EnulasansuSulenguunen® (Tax Law Rewrite Project) N
nMienBveslsEmesenguiinismvualdulafaUsslivunsUssnnlulasuniseniiuly

OOué’_’; Q'/Lyd =

¥ ° ° a vl vy a )
AU TINAIINNIERUlA  falu wiiden1Saslitulanssliunddnvagey

" Ibid., page 140-141.

* Philip Rideway, Revenue Law, page 50.

” John Tiley, Revenue Law, 8" edition, page 148-149.
" Ibid., page 153-154.
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(Schedular Tax System) ﬁam@ﬁulﬁqmamsmmLLazm@ﬁuiéjﬁﬁuﬂﬂaégaLwil,%f'u%’mﬁu
aedulalula.a. 1799 Tulainan nguuneni8vealssmasinguuuiUssinndulang
Usziueeaniu 4 Uszian - 1aun

A, Rulansyseidiuanniinu

9. RulaRausztiuannnsndauaiusi

2

Rulansussiliunintuuenlssinasangy

Lo

RuldfiaUszlivauuenaniissylilu 3 Yssianusn

wen Nt RuldieUseilugnuuseenilu 4 Ussunnmdnuai3ulads

a I % i v 1 v 102 1
Uszidiuns 4 Yssandananlignuendeseendu 19 nsdidnde  ag1slsinny Tude.e.
1803 ladinsifinvszinnduldfieussfiudnuiavszunundansdinsdidosoandu 19 ndl

s 103
bYULAL

luasenn mdRulavessemadingugnenidnnislddedulud
A.e1816  uaznduinlidadulvailula.a. 1842 uiiFufinissusunguueifeafun @iy
19lule.a1852 " FansounquisussinnfuldfeUssifiufeauannsaoonuilunganed
38191 “The Income and Corporation Taxes Act 1988 (ICTA)” fufiufiugmuvesnisuus

UsziniRulafiaUsediumungrangdangy

nsuusUsELAnRulANeUsEEuAIL The Income and Corporation

Taxes Act 1988 (ICTA) wansliiuin@ulanaussifiunmazussinniinisiaAun1sEula i

o Philip Rideway, Revenue Law, page 51.

" Ibid., page 51.

" Ibid., page 51-52.

" Mohamed Ramjohn, Revenue Law, page 3.

1 Philip Rideway, Revenue Law, page 52.
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#13 The Income and Corporation Taxes Act 1988 (ICTA) &n13
wusUsznndulafisUszdiueeniu 6 Ussiamlaud s19n15 A Lﬁulﬁﬁwimﬁumﬂﬁauﬁ&gaag:
Tulszmadangy $19n13 B Buldfisdsziiuanerdnierdunisviilulsemadangy
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5309 FWANLaLdY 9 MuiiIvue 519015 E Rulaieussiliuannussanuuas duniamng
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. F78A1T A Nu‘LWN\‘iUigLﬂJuR‘I’WﬂV]ﬂuVIG]QE’JQIuUSSL‘Vlﬂax‘iﬂi]‘i‘:}

TusdnRulsnausziiuanifudutulansusediulssLnng

[

fanudfgyaalussuundiulavasdangy udseuniinisunlusienis A laglvulads

106 John Tiley, Revenue Law, 8th edition, page 146.

o Graham v Green [1925] 2 KB 37; 9 TC 309. referenced in John Tiley, Revenue law, 8th edition,
page 146.

108 Matchell and Edon v Ross [1961] 3 All ER 49, 55; 40 TC 11, 61 referenced in John Tiley,
Revenue law, g" edition, page 147.

" John Tiley, Revenue Law, 8" edition, page 147.

" Section 15 of The Income and Corporation Taxes Act 1988
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The US Internal Revenue code
§ 61. Gross income defined
(a) General definition

Except as otherwise provided in this subtitle, gross income means all income from

whatever source derived, including (but not limited to) the following items:

(1) Compensation for services, including fees, commissions, fringe benefits,

and similar items;
(2) Gross income derived from business;
(3) Gains derived from dealings in property;
(4) Interest;
(5) Rents;
(6) Royalties;
(7) Dividends;
(8) Alimony and separate maintenance payments;
(9) Annuities;
(10) Income from life insurance and endowment contracts;
(11) Pensions;
(12) Income from discharge of indebtedness;
(13) Distributive share of partnership gross income;
(14) Income in respect of a decedent; and

(15) Income from an interest in an estate or trust.
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Income and Corporation Taxes Act 1988
1 The charge to income tax

(1)Income tax shall be charged in accordance with the provisions of the Income Tax
Acts in respect of all property, profits or gains respectively described or comprised in
the Schedules, A, B, C, D, E and F, set out in sections 15 to 20 or which in
accordance with the Income Tax Acts are to be brought into charge to tax under any

of those Schedules or otherwise.

Income Tax (Earnings and Pensions) Act 2003

4 “Employment” for the purposes of the employment income Parts

(1) In the employment income Parts “employment” includes in particular—
(a) any employment under a contract of service,
(b) any employment under a contract of apprenticeship, and
(c) any employment in the service of the Crown.

(2) In those Parts “employed”, “employee” and “employer” have corresponding

meanings.

5 Application to offices and office-holders

(1) The provisions of the employment income Parts that are expressed to apply to

employments apply equally to offices, unless otherwise indicated.
(2) In those provisions as they apply to an office—

(a) references to being employed are to being the holder of the office;
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(b) “employee” means the office-holder;
(c) “employer” means the person under whom the office-holder holds office.

(3) In the employment income Parts “office” includes in particular any position
which has an existence independent of the person who holds it and may be filled by

successive holders.

6 Nature of charge to tax on employment income

(1) The charge to tax on employment income under this Part is a charge to tax on—
(a) general earnings, and
(b) specific employment income.

» 43

The meaning of “employment income”, “general earnings” and “specific

employment income” is given in section 7.

(2) The amount of general earnings or specific employment income which is

charged to tax in a particular tax year is set out in section 9.

(3) The rules in Chapters 4 and 5 of this Part, which are concerned with—
(a) the residence and domicile of an employee in a tax year, and

(b) the tax year in which amounts are received or remitted to the United

Kingdom,

apply for the purposes of the charge to tax on general earnings but not that on

specific employment income.

(4) The person who is liable for any tax charged on employment income is set out in

section 13.
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(5) Employment income is not charged to tax under this Part if it is within the charge
to tax under Case | of Schedule D by virtue of section 314(1) of ICTA (divers and

diving supervisors).

» “@

7 Meaning of “employment income”, “general earnings” and “specific employment

income”
(1) This section gives the meaning for the purposes of the Tax Acts of
“employment income”, “general earnings” and “specific employment income”.
(2) “Employment income” means—

(a) earnings within Chapter 1 of Part 3,

(b) any amount treated as earnings (see subsection (5)), or

(c) any amount which counts as employment income (see subsection (6)).
(3) “General earnings” means—

(a) earnings within Chapter 1 of Part 3, or

(b) any amount treated as earnings (see subsection (5)), excluding in each

case any exempt income.

(4) “Specific employment income” means any amount which counts as employment

income (see subsection (6)), excluding any exempt income.
(5) Subsection (2)(b) or (3)(b) refers to any amount treated as earnings under—

(a) Chapters 7 and 8 of this Part (application of provisions to agency workers

and workers under arrangements made by intermediaries),
(b) Chapters 2 to 11 of Part 3 (the benefits code),

(c) Chapter 12 of Part 3 (payments treated as earnings), or
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(d) section 262 of CAA 2001 (balancing charges to be given effect by treating

them as earnings).

(6) Subsection (2)(c) or (4) refers to any amount which counts as employment

income by virtue of—
(a) Part 6 (income which is not earnings or share-related),
(b) Part 7 (share-related income and exemptions), or

(c) any other enactment.

566 Nature of charge to tax on pension income and relevant definitions

(1) The charge to tax on pension income under this Part is a charge to tax on that

income excluding any exempt income.

(2) “Pension income” means the pensions, annuities and income of other types to

which the provisions listed in subsection (4) apply.
This definition applies for the purposes of the Tax Acts.

(3) “Exempt income” means pension income on which no liability to income tax

arises as a result of any provision of Chapters 16 to 18 of this Part.

This definition applies for the purposes of this Part.

656 Nature of charge to tax on social security income

(1) The charge to tax on social security income is a charge to tax on that income

excluding any exempt income.

(2) “Exempt income” is social security income on which no liability to income tax

arises as a result of any provision of Chapter 4, 5 or 7 of this Part.

This definition applies for the purposes of this Part.
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657 Meaning of “social security income”, “taxable benefits” etc.

(1) This section defines—

“social security income” for the purposes of the Tax Acts, and

“taxable benefits”, “Table A” and “Table B” for the purposes of this Part.

(2) “Social security income” means—
(a) the United Kingdom social security benefits listed in Table A,
(b) the United Kingdom social security benefits listed in Table B,
(c) the foreign benefits to which section 678 applies, and
(d) the foreign benefits to which section 681(2) applies.

(3) “Taxable benefits” means—
(a) the United Kingdom social security benefits listed in Table A, and
(b) the foreign benefits to which section 678 applies.

(4) Subsections (2) and (3) are subject to section 660(2).

(5) “Table A” means Table A in section 660.

(6) “Table B” means Table B in section 677.

Income Tax (Trading and Other Income) Act 2005
PART 2 TRADING INCOME
5 Charge to tax on trade profits

Income tax is charged on the profits of a trade, profession or vocation.
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6 Territorial scope of charge to tax
(1) Profits of a trade arising to a UK resident are chargeable to tax under this
Chapter wherever the trade is carried on.
(2) Profits of a trade arising to a non-UK resident are chargeable to tax under this
Chapter only if they arise—

(a) from a trade carried on wholly in the United Kingdom, or

(b) in the case of a trade carried on partly in the United Kingdom and partly

elsewhere, from the part of the trade carried on in the United Kingdom.

(3) This section applies to professions and vocations as it applies to trades.

7 Income charged

(1) Tax is charged under this Chapter on the full amount of the profits of the tax

year.

(2) For this purpose the profits of a tax year are the profits of the basis period for the

tax year.
(3) For the rules identifying the basis period for a tax year, see Chapter 15.
(4) This section is subject to Part 8 (foreign income: special rules).

(5) And, for the purposes of section 830 (meaning of “relevant foreign income”), the
profits of a trade, profession or vocation arise from a source outside the United
Kingdom only if the trade, profession or vocation is carried on wholly264 UK property

business

A person’s UK property business consists of—
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(a) every business which the person carries on for generating income from

land in the United Kingdom, and

(b) every transaction which the person enters into for that purpose otherwise than in

the course of such a business.

24 Professions and vocations

Apart from section 30 (animals kept for trade purposes), the provisions of this

Chapter apply to professions and vocations as they apply to trades.

34 Expenses not wholly and exclusively for trade and unconnected losses
(1) In calculating the profits of a trade, no deduction is allowed for—

(a) expenses not incurred wholly and exclusively for the purposes of the

trade, or
(b) losses not connected with or arising out of the trade.

(2) If an expense is incurred for more than one purpose, this section does not
prohibit a deduction for any identifiable part or identifiable proportion of the

expense which is incurred wholly and exclusively for the purposes of the trade.

PART 3 PROPERTY INCOME
264 UK property business
A person’s UK property business consists of—

(a) every business which the person carries on for generating income from

land in the United Kingdom, and
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(b) every transaction which the person enters into for that purpose otherwise

than in the course of such a business.

265 Overseas property business
A person’s overseas property business consists of—

(a) every business which the person carries on for generating income from

land outside the United Kingdom, and

(b) every transaction which the person enters into for that purpose otherwise

than in the course of such a business.

272 Profits of a property business: application of trading income rules

(1) The profits of a property business are calculated in the same way as the profits of

a trade.

(2) But the provisions of Part 2 (trading income) which apply as a result of subsection

(1) are limited to the following—...

(3) In those provisions the expression “this Part” is to be read as a reference to those

provisions as applied by subsection (2) and to the other provisions of Part 3.

PART 4 SAVINGS AND INVESTMENT INCOME

369 Charge to tax on interest

(1) Income tax is charged on interest.

(2) The following sections extend what is treated as interest for certain purposes—

section 372 (building society dividends),
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section 373 (open-ended investment company interest distsection 376 (authorised

unit trust interest distributions),
section 379 (industrial and provident society payments),
section 380 (funding bonds), and
section 381 (discounts).
(3) For exemptions, see in particular—
(a) Chapter 2 of Part 6 (national savings income),
(b) Chapter 3 of Part 6 (income from individual investment plans),
(c) Chapter 4 of Part 6 (SAYE interest),
(d) Chapter 6 of Part 6 (income from FOTRA securities),

(e) sections 749 to 756 (interest arising from repayment supplements, tax
reserve certificates, damages for personal injury, employees’ share schemes,
repayments of student loans, the redemption of funding bonds and interest on

certain foreign currency securities), and
(f) sections 757 to 767 (interest and royalty payments).

(4) Subsection (1) is also subject to sections 714(5), 716(4) and 720(7) of ICTA

(exemptions for interest on securities within the accrued income scheme).

383 Charge to tax on dividends and other distributions

(1) Income tax is charged on dividends and other distributions of a UK resident

company.

(2) For income tax purposes such dividends and other distributions are to be treated

as income.
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(3) For the purposes of subsection (2), it does not matter that those dividends and

other distributions are capital apart from that subsection.

402 Charge to tax on dividends from non-UK resident companies
(1) Income tax is charged on dividends of a non-UK resident company.

(2) For exemptions, see in particular section 770 (amounts applied by SIP trustees

acquiring dividend shares or retained for reinvestment).

(3) Subsection (1) is also subject to section 498 of ITEPA 2003 (no charge on shares

ceasing to be subject to SIP in certain circumstances).

(4) In this Chapter “dividends” does not include dividends of a capital nature.

409 Charge to tax on stock dividend income
(1) Income tax is charged on stock dividend income.

(2) In this Chapter “stock dividend income” means the income that is treated as

arising under section 410.

410 When stock dividend income arises

(1) This section applies if share capital is issued as mentioned in section 249(1)(a) or
(b) of ICTA (certain share capital issued by UK resident companies in lieu of dividends

or as bonus share capital).

(2) If an individual is beneficially entitled to that share capital, income is treated as

arising to the individual.

(3) If—
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(a) the share capital is issued to trustees in respect of shares they hold in the

company (alone or with others), and

(b) a cash dividend paid to them in respect of the shares would have been to
any extent income to which section 686 of ICTA applies (accumulation and

discretionary trusts: special rates of tax), income is treated as arising to the trustees.

(4) If the share capital is issued to personal representatives during the administration

period, income is treated as arising (but see section 413(4)).
(5) In subsection (4) “administration period” has the meaning given by section 653.

(6) Income within this section is treated as arising on the earliest date on which the

company is required to issue the share capital in question.

(7) See section 413(5) (apportionment) if two or more persons are entitled to the

share capital.

415 Charge to tax under Chapter 6
(1) Income tax is charged if—

(a) a company is or has been assessed or is liable to be assessed under
section 419 of ICTA (loans to participators in close companies etc.) in respect of a

loan or advance, and

(b) the company releases or writes off the whole or part of the debt in

respect of the loan or advance.
(2) Subsection (1) is subject to section 418 (relief where borrowers liable as settlors).

(3) Subsection (4) applies if section 419 of ICTA has effect under section 422 of that
Act (extension of section 419 to loans by companies controlled by close companies)
as if a loan or advance had been made by a company (“A”), rather than the

company (“B”) which—
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(a) actually made it,

(b) is regarded as having made it under section 419(2) of that Act (deemed

loans where debt incurred or assigned to close company), or
(c) would be so regarded if it were a close company.

(4) If the whole or part of the debt is released or written off by B, for the purposes of

subsection (1), A rather than B is treated as releasing it or writing it off.

(5) Expressions used in this Chapter have the same meanings as if they were in

section 419 of ICTA.

422 Charge to tax on purchased life annuity payments
(1) Income tax is charged on annuity payments made under a purchased life annuity.
(2) For exemptions, see in particular—

(a) section 717 (exemption for part of purchased life annuity payments),

(b) section 725 (annual payments under immediate needs annuities),

(c) section 731 (periodical payments of personal injury damages), and

(d) section 732 (compensation awards).

423 Meaning of “purchased life annuity”
(1) In this Chapter “purchased life annuity” means an annuity—

(a) granted for consideration in money or money’s worth in the ordinary

course of a business of granting annuities on human life, and

(b) payable for a term ending at a time ascertainable only by reference to the

end of a human life.
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(2) For this purpose it does not matter that the annuity may in some circumstances

end before or after the life.

427 Charge to tax on profits from deeply discounted securities
(1) Income tax is charged on profits on the disposal of deeply discounted securities.

(2) The profits are treated as income for income tax purposes if they would not

otherwise be income.

PART 5 MISCELLANEOUS INCOME

579 Charge to tax on royalties and other income from intellectual property

(1) Income tax is charged on royalties and other income from intellectual property.
(2) In this section “intellectual property” means—

(a) any patent, trade mark, registered design, copyright, design right

performer’s right or plant breeder’s right,

(b) any rights under the law of any part of the United Kingdom which are

similar to rights within paragraph (a),

583 Charge to tax on income from disposals of know-how

(1) Income tax is charged on profits arising where consideration is received by a

person—
(a) for the disposal of know-how, or
(b) for giving, or wholly or partly fulfilling, an undertaking which—

(i) is given in connection with a disposal of know-how, and
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(ii) restricts or is designed to restrict any person’s activities in any way.

(2) For the purposes of subsection (1)(b), it does not matter whether or not the

undertaking is legally enforceable.
(3) Subsection (1) is subject to the exceptions in section 584.

(4) In this Chapter “know-how” means any industrial information or techniques likely

to assist in—
(a) manufacturing or processing goods or materials,

(b) working a source of mineral deposits (including searching for, discovering

or testing mineral deposits or obtaining access to them), or
(c) carrying out any agricultural, forestry or fishing operations.
(5) In subsection (4)—

(a) “mineral deposits” includes any natural deposits capable of being lifted or
extracted from the earth and for this purpose geothermal energy is treated as a

natural deposit, and

(b) “source of mineral deposits” includes a mine, an oil well and a source of

geothermal energy.

587 Charge to tax on income from sales of patent rights

(1) Income tax is charged on profits from sales of the whole or part of any patent

rights.
(2) The tax is charged if—
(a) the seller is a UK resident, or

(b) the seller is a non-UK resident and the patent is granted under the laws of

the United Kingdom.



245

(3) Where the seller is a non-UK resident company, tax is not charged if the seller is

chargeable to corporation tax in respect of the proceeds of the sale.

(4) In this Chapter “patent rights” means the right to do or authorise the doing of

anything which, but for the right, would be an infringement of a patent.

609 Charge to tax on films and sound recordings businesses

(1) Income tax is charged on income from a business involving the exploitation of

films or sound recordings where the activities carried on do not amount to a trade.
Such a business is referred to in this Chapter as a “non-trade business”.

(2) Expressions which are used in this Chapter and in Chapter 9 of Part 2 (trade
profits: films and sound recordings) have the same meaning in this Chapter as they

do in that Chapter.

614 Charge to tax on certain telecommunication rights of a non-trader

(1) Income tax is charged on income derived from a relevant telecommunication

right that is not used or held for the purposes of a trade, profession or vocation.

(2) “Relevant telecommunication right” has the same meaning as in Chapter 10 of

Part 2 (see section 146).

619 Charge to tax under Chapter 5
(1) Income tax is charged on—

(a) income which is treated as income of a settlor as a result of section 624

(income where settlor retains an interest),
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(b) income which is treated as income of a settlor as a result of section 629

(income paid to unmarried minor children of settlor),

(c) capital sums which are treated as income of a settlor as a result of section

633 (capital sums paid to settlor by trustees of settlement), and

(d) capital sums which are treated as income of a settlor as a result of section

641 (capital sums paid to settlor by body connected with settlement).

(2) The charge on the settlor under subsection (1)(a) or (b) above operates on
distribution income by treating the income as if it were income to which section 1A
of ICTA (application of lower rate to income from savings and distributions) applies as
a result of subsection (2)(b) of that section (income chargeable under Chapter 3, 5 or
6 of Part 4: dividends etc. from UK resident companies etc. and release of loan to

participator in close company).

(3) In subsection (2) “distribution income” means income which represents income
received by the trustees of the settlement, or any other person to whom it is

payable, which is—

(a) income chargeable under Chapter 3 of Part 4 (dividends etc. from UK

resident companies etc.),

(b) income chargeable under Chapter 4 of Part 4 (dividends from non-UK

resident companies),

(c) income chargeable under Chapter 5 of Part 4 (stock dividends from UK

resident companies),

(d) income chargeable under Chapter 6 of Part 4 (release of loan to

participator in close company), or

(e) a relevant foreign distribution chargeable under Chapter 8 of this Part

(income not otherwise charged).

(4) In subsection (3) “relevant foreign distribution” means any distribution of a non-

UK resident company which—
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(a) is not chargeable under Chapter 4 of Part 4, but

(b) would be chargeable under Chapter 3 of that Part if the company were
UK resident.

620 Meaning of “settlement” and “settlor”

(1) In this Chapter—

“settlement” includes any disposition, trust, covenant, agreement,
arrangement or transfer of assets (except that it does not include a
charitable loan arrangement), and

“settlor”, in relation to a settlement, means any person by whom the settlement

was made.

(2) A person is treated for the purposes of this Chapter as having made a settlement

if the person has made or entered into the settlement directly or indirectly.
(3) A person is, in particular, treated as having made a settlement if the person—
(a) has provided funds directly or indirectly for the purpose of the settlement,

(b) has undertaken to provide funds directly or indirectly for the purpose of

the settlement, or

(c) has made a reciprocal arrangement with another person for the other

person to make or enter into the settlement.
(4) This Chapter applies to settlements wherever made.
(5) In this section—

“charitable loan arrangement” means any arrangement so far as it consists of a loan

of money made by an individual to a charity either—
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(a) for no consideration, or

(b) for a consideration which consists only of interest, and “charity” includes
each of the bodies mentioned in section 507 of ICTA (the National Heritage Memorial

Fund, the British Museum etc.)

683 Charge to tax on annual payments not otherwise charged

(1) Income tax is charged under this Chapter on annual payments that are not
charged to income tax under or as a result of any other provision of this Act or any

other Act.

(2) Subsection (1) does not apply to annual payments that would be charged to

income tax under or as a result of another provision but for an exemption.

(3) The frequency with which payments are made is ignored in determining whether

they are annual payments for the purposes of this Chapter.
(4) For exemptions, see in particular—
(a) sections 727 to 730 (certain annual payments by individuals),
(b) section 731 (periodical payments of personal injury damages),
(c) section 732 (compensation awards),
(d) section 734 (payments from trusts for injured persons),
(e) sections 735 to 743 (health and employment insurance payments),
(f) sections 744 to 747 (payments to adopters),
() section 748 (payments by persons liable to pool betting duty),
(h) sections 757 to 767 (interest and royalty payments), and

(i) section 776 (scholarship income).
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687 Charge to tax on income not otherwise charged

(1) Income tax is charged under this Chapter on income from any source that is not
charged to income tax under or as a result of any other provision of this Act or any

other Act.
(2) Subsection (1) does not apply to annual payments.

(3) Subsection (1) does not apply to income that would be charged to income tax

under or as a result of another provision but for an exemption.

(4) The definition of “income” in section 878(1) does not apply for the purposes of

this section.

(5) For exemptions from the charge under this Chapter, see in particular— section
768 (commercial occupation of woodlands), and section 779 (gains on commodity

and financial futures)..

Income Tax Act 2007

PART 2 BASIC PROVISIONS

3 Overview of charges to income tax

(1) Income tax is charged under—
(a) Part 2 of ITEPA 2003 (employment income),
(b) Part 9 of ITEPA 2003 (pension income),
(c) Part 10 of ITEPA 2003 (social security income),
(d) Part 2 of ITTOIA 2005 (trading income),

(e) Part 3 of ITTOIA 2005 (property income),
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(f) Part 4 of ITTOIA 2005 (savings and investment income), and
(g) Part 5 of ITTOIA 2005 (miscellaneous income).
(2) Income tax is also charged under other provisions, including—
(a) Chapter 5 of Part 4 of FA 2004 (registered pension schemes: tax charges),
(b) section 7 of F(No.2)A 2005 (social security pension lump sums),
(c) Part 10 of this Act (special rules about charitable trusts etc),
(d) Chapter 2 of Part 12 of this Act (accrued income profits), and

(e) Part 13 of this Act (tax avoidance).
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Income Tax Act 1986
Classes of income on which tax is chargeable

4. Subject to this Act, the income upon which tax is chargeable under this Act is

income in respect of—
(a) gains or profits from a business, for whatever period of time carried on;
(b) gains or profits from an employment;
(c) dividends, interest or discounts;
(d) rents, royalties or premiums;

(e) pensions, annuities or other periodical payments not falling under any of

the foregoing paragraphs;
(f) cains or profits not falling under any of the foregoing paragraphs.

Special classes of income on which tax is chargeable

4A. Notwithstanding section 4 and subject to this Act, the income of a person not

resident in Malaysia for the basis year for a year of assessment in respect of —

() amounts paid in consideration of services rendered by the person or his
employee in connection with the use of property or rights belonging to, or the
installation or operation of any plant, machinery or other apparatus purchased from,

such persons;

(i) amounts paid in consideration of technical advice, assistance or services
rendered in connection with technical management or administration of any

scientific, industrial or commercial undertaking, venture, project or scheme; or
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(iii) rent or other payments made under any agreement or arrangement for
the use of any moveable property, which is derived from Malaysia is chargeable to

tax under this Act.
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