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~Under the current tax regime, income tax is imposed directly on partnerships and non-juristic
associations at the progressive rates used for individuals as these entities are deemed to be individual taxpayers
rather thanjuristic entities for tax purposes. These entities are thus joint enterprises among a dgroup of peaple
for profit whose lack ofjuristic status allows for the imposition of income tax at a rate which is disproportionate
to the actual income tax bracket of each person taking part in the enterlprlse. Taxpayers can take advantage of
this tax regime by transferring part of their income to one of these newly established entities in order to obtain
a lower progressive rate on such income. The problem, however, is that such use of partnerships and non-
juristic associations as a tax shelter results in inequities in the tax collection system in that taxpayers in higher
tax brackets end up paying the same progressive tax rate as those in lower brackets despite having higher
income and the taxpayers in the lower brackets do not have the same opportunity to employ the said strategy.

This research conducted for this thesis indicates that the followin% inequities have been caused by the
use of the current legal criteria with respect to the imposition of income tax on partnerships and non-juristic

associations;
1 Inequity caused by the utilization of partnerships and non-juristic associations as tax entities
to disperse individual income tax base:
2. Inequity amongst the partners in apartnership caused by the imposition of tax on partnerships
and non-juristic associations;
3. Inequity with respect to the right to deduct tax allowances; and
4, Inequity with respect to the imposition of tax on the investment of the assets in exchange for

equity in partnerships.

The author’s objective is to point out the inappropriate nature of the criteria used under the existing
law governing the |mPosmon of income tax on partnerships and non-juristic associations and the inequitable
consequences thereot.  This thesis further Proposes the use of more appropriate criteria for income tax
imposition which are consistent with the principles of fair and equitable taxation. - Most |mportantI¥, this thesis
prolposes.that the income derived from partnerships or non-juristic associations should be “passed through” and
Included in each of the partner’s individual incomes such that their income tax liability would be_com[fJuted by
applying the progressive rate applicable to each partner’s total taxable income including that derived from the
partership or non-juristic association.
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