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Annex I 

FEDERAL REPUBLIC OF GERMANY 

Part I 

1. Revenue 

Description of taxes 
Calendar 
year 

Revenue (DM million) 

Federal \ 
Government 

Laender 
Munici
palities 

Total 

(a) Indirect taxes 

of which: 

- sales taxes and 
turnover taxes 

- net income of State 
monopolies^ 

- customs duties3 

- excise taxes 

(b) Income taxes 

of which; 

- personal income 

- company profits 

(c) Taxes on capital and 
on estates and 
inheritances ; gift 
taxes 

(d) Proporty taxes 

1964 
1965 
1966 

1964 
1965 
1966 

1964 

1964 
1965 
1966 

1964 
1965 
1966 

1964 
1965 
1966 

1964 
1965 
1966 

1964 
1965 
1966 

1964 
1965 
1966 

1964 
1965 
1966 

39,137 
43,012 
44,973 

22,845 
25,103 
25,989 

25 
22 

2,986 
2,898 
2,780 

13,306 
15,011 
16,204 

15,408^ 
16,0184 
17,2834 

12,282^ 
12,8327 

U,285 7 

3,127^ 
3,186^ 
2,998' 

1,959H 
l , 66o l l 
l , 5 3 2 n 

4,714 
5,125 
5,541 

955 
979 

1,032 

24,0735 

25,0455 
27,0065 

19,1820 
20,06l8 
22,3178 

4,S9lg 
4 ,984^ 
4,6891U 

2,16112 
2,19712 
2,323 12 

622 
670 
707 

8,5876 

8,881° 
9,5786 

8,587 
8,881 
9,578 

1,36513 
1,40213 
1,51313 

1,994 
2,110 
2,231 

44,473 
48,807 
51,221 

22,845 
25,103 
25,989 

25 

2,986 
2,898 
2,780 

14,261 
15,990 
17,236 

48,068 
49,944 
53,867 

31,464 
32,893 
36,602 

16,605 
17,051 
17,265 

5,485 
5,259 
5,368 

1,994 
2,110 
2,231 
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Description of taxes 

(e) Social security 
charges-^-

of which: 

- employers' contri

butions 

- employees' contri
butions 

Total 
(a), (b), (c), (d), (e) 

Calendar 
year 

1964 
1965 
1966 

1964 
1965 
1966 

1964 
1965 
1966 

1964 
1965 
1966 

Revenue (DM million) 

Federal 
Government 

37,640 
41,79015 
45,80015 

20,960 
23,140^ 
25,470X7 

16,680 
18,65015 

20,33015 

94,144 
102,480 
109,588 

Laender 

1
1

1 
1

1
1
 

1
1

1
 

30,948 
32,367 
34,870 

Munici
palities 

1
1

1 
1

1
1
 

1
1

1
 

12,568 
13,063 
14,029 

Total 

37,640 
a , 790 
45,800 

20,960 
23,140 
25,470 

16,680 
18,650 
20,330 

137,660 
147,910 
158,487 

Turnover tax, turnover equalization tax and transportation tax. 
2 
Federal collections from the alcohol and matches monopolies. 
3 
Including book profits from Government purchases abroad. 
federal Government's share in receipts from individual and corporation 

income taxes. 
5 
Laender governments' share in receipts from individual and corporation 

income taxes. 

Municipal trade tax on business profits accounting for approximately 
85 per cent of total trade tax receipts (excluding payroll tax). 

7 
Federal Government's share in receipts from wages tax, assessed income tax 

and unassessed tax on earnings. 

Laender governments' share in receipts from wages tax, assessed income tax 
and unassessed tax on earnings. 

10 
Federal Government's share in receipts from corporation income tax. 

Laender governments' share in receipts from corporation income tax. 
11=. Equalization of burdens levy. 
12 
Net worth and inheritance taxes. 

13 
Municipal trade tax on business capital (which accounted for approximately 

15 per cent of total trade tax receipts) , 
îfot including contributions to accident insurance schemes, but including 

contributions to the supplementary annuity insurance scheme for non-permanent 
public servants. The figures contain a fictitious element (determined in 
accordance with the relevant rules laid down for national account purposes) in 
respect of old-age pensions for permanent public servants. 

Provisions.! figures. 
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2. Rates of tax . -. 

(a) Indirect taxes 

- (1) Turnover tax 

The general rate of tax is 11 per cent of the consideration. A reduced 
rate of 5.5 per cent applies, inter alia, in respect of certain agricultural 
produce and foodstuffs and in respect of the gross receipts of persons 
exercising a "liberal" profession (freier Beruf). 

(2) Importation turnover tax 

The general rate of tax is 11 per cent of the value or consideration. 
A reduced rate of 5.5 per cent applies in respect of objects which would 
attract the reduced rate (cf. paragraph (1) above) if delivered within the 
"domestic territory". 

Notes rë (1) and (2) above 

A new system of turnover taxation was introduced on 1 January 1968.— The 
rates given above are those applicable as from 1 July 1968. 

(3) Other excise taxes 

Beer tax' 

On the first 
On the following 
On the following 
On the following 
On the following 
On the„following 
On the following 
Thereafter 

2,000 hectolitres 
8,000 hectolitres 
10,000 hectolitres 
10,000 hectolitres 
30,000 hectolitres 
30,000 hectolitres. 
30,000 hectolitres 

DM 12.00 
DM 12.30 
DM 12.60 
DM 12.90 
DM 13.20 
DM 13.80 
DM 1^.40 

. DM 15.00 
of entire 

on each hectolitre 
beer (Vollbier) 

The tax rates are reduced by 25 per cent for draught beer (Schankbier) 
and by 50 per cent for light beer (Einfachbier); the tax rates are increased 
by '50 per cent for strong beer (Starkbier). 

Translator's note: for the definition of these terms see paragraph 3 of 
Section 2 of the German Beer Tax Law. 
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Alcohol (spirits) tax 

Alcohol procured from the alcohol monopoly, administration: 

Rate per 100 litres of 
pure ethyl alcohol 

For beverages and for purposes other than DM 1,200 
those mentioned below 

(Undenatured) for medical, surgical, or DM 850 
pharmaceutical purposes, allocated to 
physicians, hospitals, and dispensaries 

For the manufacture of medicaments to be 
used mainly for external treatment, provided ' 
that the spirits have been rendered unfit for 
drinking 

and 

For the manufacture of toilet preparations DM 600 
(perfumery and cosmetics), provided that the 
spirits have been rendered unfit for drinking, 
or are processed under constant official 
supervision 

For the manufacture of vinegar DM 50 

For the manufacture of spirituous products for 
export 

and 

For the manufacture of motor fuel, 

and 

For cleaning, heating, cooking and lighting -
purposes, or for special industrial purposes 

Spirits 

Not delivered to the Federal alcohol monopoly 
administration, by type of spirits and size of 
distillery: 

surtax on spirits from DM 94-9.66 to DM 1,485 
per 100 litres of pure 
ethyl alcohol 
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Acetic acid tax 

Depending on the nature of the 
manufacturing plant 

Coffee tax 

DM 3.60 per kilogramme of raw coffee and 
DM 4*80 per kilogramme of roasted coffee. 
The rates of tax on coffee concentrates, 
essences or extracts and preparations 
based on such essences or extracts and on 
coffee pastes are calculated on the 
quantity of coffee used in the preparation 
of such products. 

Illuminants tax 

Electric filament lamps, discharge lamps, 
arc lamp carbons, bulbs 

High voltage discharge lamps for 
advertising purposes 

Hydrocarbon oils tax 

light oil, shown to have been produced 
from coal 

from DM 139.40 to DM 373.30 
per 100 kilogrammes of 
anhydrous acid 

10^ of the taxable value 

DM 1 per meter 

DM 26.75 per 100 litres 

Other light oil 

Medium-heavy oil, heavy oil, and purifying 
extracts coming under customs tariff 
sub-heading 27.14-C-I-b 

Liquid gas 

Light fuel oil (gas oil) under fiscal 
control to be used directly for heating 
purposes 

Other heavy oil and purifying extracts 
under fiscal control to be used directly 
for heating purposes 

The mineral oil tax applying to heavy oil 
is also imposed on lubricants in proportion 
to the percentage of their heavy oil content 

DM 35 per 100 litres 

DM 38.85 per 
100 kilogrammes 

DM 45 per 100 kilogrammes 

DM 1 per 100 kilogrammes 

DM 2.50 per 100 kilogrammes 
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Salt tax 

DM 12 per 100 kilogrammes 

Sparkling vine tax 

DM 1.50 per whole bottle of sparkling wine (0.75 litres) 

DM 0.30 per whole bottle (0.75 litres) of similar sparkling beverages 

Playing cards tax 

Packs of cards made of paper, if the individual card 

has less than three layers DM 0..30 
has three or more layers DM 0.50 
Packs of cards made of material other than paper DM 1.50 per pack of up 
to forty-eight cards. The tax rates are increased by 50 per cent for 
packs consisting of more than forty-eight cards. 

Tobacco tax 

A. On cigars: 

19 per cent of the retail price or DM 23 per 1,000 cigars, whichever 
is the higher. 

B. On 1,000 cigarettes: 

(a) Cigarettes containing at least 50 per cent of home-grown 
tobacco: 

1. where the retail price per cigarette ranges from 8 pfennige 
to less than 9 pfennige: 

DM 4-7.50 plus 30 per cent of the portion of the retail 
price exceeding DM 80 

(b) Other cigarettes: 

2. where the retail price per cigarette ranges from 8 pfennige 
to less than 9 pfennige: 

DM 4-6 plus 30 per cent of the portion of the retail price 
exceeding DM 80 

3. where the retail price per cigarette ranges from 9 pfennige 
to less than 10 pfennige: 

DM 53.50 plus 55 per cent of the portion of the retail 
price exceeding DM 90 
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U- where the retail price per cigarette ranges from 
10 pfennige to less than 11 pfennige: 

DM 59 plus AD per cent of the portion of the retail 
price exceeding DM 100 

5. where the retail price per cigarette is 11 pfennige 
or more: 

DM 63 plus 25 per cent of the portion of the retail 
price exceeding DM 110 

C. On fine cut smoking tobacco: 

(a) Fine cut smoking tobacco containing at least 20 per cent 
home-grown tobacco: 

Retail price per kilogramme 

1. DM 22 
2. DM 28 to DM 32 

3. DM 35 to DM 38 

(b) Fine cut chewing tobacco: 

Retail price per kilogramme 

4. DM 32 
5. DM 35 
6. DM 40 

Tax per kilogramme 

DM 2.90.. 
DM 6.15 
DM 7.35 

Tax per kilogramme 

DM 3.90 
DM 4.30 
DM 4.90 

Subsequent tax categories correspond to tax categories 
Nos. 8 to 11 of sub-paragraph (c) below, 

(c) Other fine cut tobacco: 

Retail price per kilogramme 

7. DM 40 
8. DM 42 to DM 43 
9. DM 4.5 to DM 48 
10. DM 50 to DM 55 
11. DM 60 or more 

Tax per kilogramme 

DM 11 
DM 13 
DM 15 
DM 16.65 
DM 20 
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D. On smoking tobacco other than fine cut tobacco (pipe tobacco): 

(a) Pipe tobacco made from tobacco stems only: 

Retail price per kilogramme Tax per kilogramme 

1. - DM 0.50 

(b) Pipe tobacco containing at least 50 per cent of tobacco stems: 

Retail price per kilogramme Tax per kilogramme 

2. from DM 12 to DM 14 DM 1.25 

(c) Carrot and twist tobacco: 

Retail price per kilogramme Tax per kilogramme 

3. from DM 12 to DM 14- DM 0.70 

4. from DM 15 to DM 18 . D M 1.30 
5. from DM 20 to DM 24 DM 1.90 

Subsequent tax categories correspond to tax categories 
Nos. 7 to 11 of sub-paragraph (d) below, 

(d) Other pipe tobacco: 

Retail price per kilogramme Tax per kilogramme 

6. from DM 20 to DM 24 -DM 3 
7. from DM 25 to DM 28 DM 3.80 
8. from DM 30 to DM 34 DM 4-70 
9. from DM 35 to DM 38 DM 5.60 
10. from DM 40 to DM 55 DM 6.60 
11. from DM 56 or more DM 8.25 

Tea tax 

DM 4*15 per kilogramme. The rates of tax on products containing tea, 
e.g. extracts or essences of tea, are calculated on the quantity of 
tea used in the preparation of such products. 

Sugar tax 

Beet sugar or cane sugar, solid DM 6 per 100 kilogrammes 
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Beet sugar syrups, cane sugar syrups, beet 
sugar juices and beet sugar solutions with 
a degree of purity of 70 per cent or more 
- depending on the degree of purity 

Starch sugar 
- depending on the degree of purity 

Matches tax 

Matches and candles nade of stearin, wax, 
or similar material 

DM 1.80 or DM 3.60 or 
DM U'20 per 100 kilogrammes 

DM 2.40 or DM 5-40 per 
100 kilogrammes 

1 pfennig per 100 matches 

(b) Income taxes 

(i) Personal income tax 

(A) Assessed income tax 

(I) Residents 

The scale of German personal income tax rates is laid down in 
a basic table (computed on the basis of formulae) and in a secondary 
table (hereinafter referred to as "splitting table") which is 
derived from the basic table and is applicable to tax-payers entitled 
to income splitting (married couples and, under certain circumstances; 
widowed individuals). Income tax of individuals assessed jointly 
(i.e. under the splitting procedure) is computed by determining 
from the basic table the amount of tax which applies to one half 
of the combined taxable income of the spouses and multiplying that 
amount by two. 

ï'Jhen computing the amount of taxable income, certain deductions 
are permitted for "special expenses" (Sonderausgaben) (e.g. life 
assurance premiums, church tax) within specified maximum limits, 
and furthermore for "extraordinary financial burdens" (e.g. medical 
expenses) and for the following personal allowances: 

xhroughout this paper, the term "resident" means a person subject to 
unlimited tax liability, i.e. an individual whose domicile or customary place of 
abode is within the domestic territory or a corporation having its place of 
management or registered office within the domestic territory, as the case may be. 
If used as an adjective, the term "resident" has a corrresponding meaning. 
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Allowances for dependent children; 

DM 1,200 for the first child 
DM 1,680 for the second child 
DM 1,800 for each additional child 

Special allowances are available for: 

Single persons (unmarried persons; widowed persons whose tax is 
not computed under the splitting procedure; married individuals 
who are permanently separated; divorced persons) 

With one or more dependent children DM 1,200 

With no children, but who are over 50 years DM 8/+0 
of age 

Who are over 65 years of age DM 720 

The basic table incorporates a general allowance of DM 1,680 
which is doubled whenever the income splitting procedure is 
applied. 

The lower section of the scale of rates incorporates a flat 
rate of 19 per cent which is applied to those portions of taxable 
income which do not exceed DM 8,000 (in the case of single persons) 
or DM 16,000 (in the case of married couples). The upper section 
incorporates progressively increasing rates which range from 
19 per cent to 51.9 per cent and are applied to those portions of 
taxable income which, while exceeding DM 8,000, do not exceed 
DM 110,0^0 in the case of single persons, or which, while ex
ceeding DM 16,000,do not exceed DM 220,030 in the case of married 
couples. A rate of 53 per cent is applied to those portions of 
taxable income which exceed DM 110,040 and DM 220,030, respectively. 

The current basic table was published in "Bundesgesetzblatt" 
1964, Fart I, page 894 et sea. while the splitting table was 
published in "3undesgesetzblattn 1966, Part I, page 223 et seq. 

Extraordinary income, such as gains from the disposal of a 
business, damages received in respect of loss of income, is taxed 
at a rate equal to one half of the average tax rate. Under certain 
conditions this rule also applies to income from scientific, 
artistic, or literary work which an employed individual or a 
professional man performs outside his regular activities. Certain 
items of extraordinary income from forestry may be taxed at a rate 
reduced by more than one half of the average tax rate. 
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(il) "on-residents who are subject to taxation by assessment pay 
income tax computed by application of the basic table, though, 
apart from a special allowance of DM 84.0, a non-resident is not 
entitled to claim the allowances available to residents when 
computing tax. The amount of income tax, however, must not be 
less than 25 per cent of the taxable income. The reduced rates 
applicable to extraordinary income are applied to gains from the 
disposal of an agricultural or forestry establishment of a 
business, of a "substantial investment" in a business, or of a 
professional or other establishment in which independent services 
are rendered. 

(B) Withholding of income tax 

(I) Withholding of tax on employment income (wage tax) 

Employment income is subject to withholding of income tax 
(wage tax) at the source. Secondary tables, called wage tax tables 
(for annual, monthly, weekly, and daily wages), derived from the 
basic table and the splitting table, have been prepared, which not 
only incorporate the general allowance of DM 1,680, but also (by a 
division into tax-payer categories according to family status, age, 
etc.) take into account the allowances for dependent children, the 
special allowance of DM 1,200 for unmarried persons entitled to at 
least one allowance for dependent children, the allowance of DM 84-0 
for single persons over 50 years of age, a blanket deduction of 
DM 936 for "special expenses", a blanket deduction of DM 564 for 
income-connected expenses (Werbungskosten), and an allowance of 
DM 240 for wage and salary earners. Income-connected expenses and 
"special expenses" in excess of the blanket deductions already 
taken into account in the wage tax tables and any other allowances 
to which the wage or salary earner is entitled are entered on his 
wage tax card (Lohnsteuerkarte), if he so desires, and then 
constitute tax exempt amounts to be deducted by his employer from 
his salary or wage before applying the wage tax tables. 

The current wage tax tables were published in "Bundesgesetzblatt 
1964, Part I, page 971 et seq. 

Under certain circumstances, emoluments which are not elements 
of current wages or salaries may be taxed by application of a 
special computation formula. Certain emoluments of this kind may 
moreover be taxed at a flat (average) rate if the recipient is a 
wage or salary earner who is employed for a short period only or 
who, while being permanently employed, works short hours only and 
receives a low wage. 

•'•Throughout this paper, the term "non-resident" means a person subject to 
limited tax liability, i.e. an individual who has neither a domicile nor a 
customary place of abode within the domestic territory or a corporation not having 
its place of management or registered office within the domestic territory, as the 
case may be. If used as an adjective, the term "non-resident" has a corresponding 
meaning. 
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Non-resident wage tax-payers who are unmarried and under 
50 years of age and who are not entitled to claim an allowance for 
at least one dependent child are treated as coming under tax-payer 
category I of the wage tax tables; all other non-resident wage or 
salary earners are treated as coming under tax-payer category II. 
Whilst those sections of the wage tax tables which apply to 
category I tax-payers take into account the general allowance, the 
blanket deductions for income-connected expenses and "special 
expenses" and also the allowance for wage and salary earners, the 
sections applying to category II tax-payers additionally take into 
account the special allowance of DM 84-0 or, if children's allowances 
are claimable, of DM 1,200. Both these scales of rates are derived 
from the basic table; consequently, the income splitting procedure 
is not applicable. Deduction of income-connected expenses and 
"special expenses" in excess of the blanket deductions (already 
taken into account in the tax tables) and of an old-age allowance 
of DM 720 can be claimed. 

(II) Withholding of tax on capital income 

aa. Income tax on certain capital income from domestic 
sources is withheld at the source. This rule also 
applies where the tax involved is corporation rather 
than individual income tax. 

Such tax is withheld at flat rates. The rate is 25 per 
cent of the dividends, of the distributions by limited 
liability companies (G.m.b.H.'s) and of the income 
derived by a sleeping partner from his participation as 
such. If the tax is borne by the distributing entity, 
the rate is 33.33 per cent of the amount actually paid 
out. The recipient may claim credit for, or a refund of, 
such withholding tax when being assessed for individual 
(or corporation) income tax. 

Unless the income on which the tax is withheld originates 
in a business, agricultural or professional establishment 
located within the domestic territory, a non-resident's 
liability for individual (or corporation) income tax is 
deemed finally settled with the payment of the withholding 
tax. 

bb. Tax on interest paid on fixed-interest securities (as 
defined in sub-paragraphs 3, 4- and 5 of paragraph (1) 
of Section 4-3 of the Income Tax Law) is withheld at a 
rate of 30 per cent, or 42.85 per cent if the tax is borne 
by the person paying the interest. A tax-payer's income 
tax liability in respect of interest is deemed finally 
settled, once the person paying the interest ceases to be 
liable. However, a resident recipient of interest may 
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claim inclusion of his interest income when being 
assessed for income tax if such inclusion results in a 
reduction of the amount of income tax payable by him. 

Non-residents may claim a refund of tax withheld on 
interest, provided that the latter did not originate in 
a business, agricultural or professional establishment 
within the domestic territory and further provided that 
the interest concerned is not in respect of convertible 
bonds or income bonds. 

Where the tax-payer is a corporation, tax liability is 
invariably deemed finally settled with the payment of 
the withholding tax. 

cc. In all other respects, interest on fixed-interest 
securities is generally not subjected to withholding 
tax unless the recipient has neither a domicile or 
customary place of abode (or, if a corporation, its 
place of management or registered office) within the 
domestic territory. The rate of tax is 25 per cent. 
Unless such interest originates in a business, agricul
tural or professional establishment located within the 
domestic territory, a tax-payer's liability for individual 
(corporation) income tax is deemed finally settled with 
the payment of the withholding tax. 

dd. Reference is made to Section (C)(ll), below, in regard 
to the tax surcharge imposed in connexion with with
holding tax on capital income. 

The rates of withholding tax on capital income are 
applied to the full gross amount of the item of income 
concerned, no prior deductions consequently being allowed 
in respect of business expenses, income-connected expenses, 
"special expenses" or other taxes paid. 

(ill) Taxes withheld in the case of non-residents 

Income tax payable by non-residents is withheld as follows: 

As provided for in Section 50Qaj of the Income Tax: Law: 

aa. at a rate of 30 per cent on directors' fees and similar 
compensation; 
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bb. at a rate of 25 per cent on the gross amount of income 
received by artists, professional athletes, journalists, 
news photographers, and writers. If such persons 
carried out their activities within the Federal Republic 
(and/or West Berlin), the rate at which tax is withheld 
is no more than 15 per cent of the gross receipts; 

cc. at a rate of 25 per cent on the gross amount of royalties, 
etc., received for the right to use a copyright, 
industrial "know-how", etc.; 

dd. in cases where the withholding method does not normally 
apply, but where the tax authorities consider it 
expedient to apply it in order to protect the fiscal 
interest with respect to income tax. 

Reference is made to Section (B)(l) and (il), above, 
in regard to withholding of tax on employment income 
and capital income. 

Unless the income on which tax is withheld originates 
in a business, agricultural or professional establishment 
located in the domestic territory, the tax liability of 
a non-resident is deemed finally settled with the payment 
of the withholding tax (Section 50(4-) of the Income Tax 
Act). 

Tax surcharge (imposed as from 1 January 1968) 

Assessed tax surcharge 

aa. Residents 

No tax surcharge is imposed unless the amount of taxable 
income, after adjustment in respect of certain income 
from foreign sources, exceeds DM 16,020 where the basic 
table is applied or DM 32,041) where the splitting table 
is applied. The rate of surcharge is generally 3 per cent 
of the amount of income tax payable. It is only at the 
"transitional stage" (i.e. where taxable income ranges 
from DM 16,020 to DM 17,009 if the basic table is applied, 
or from DM 32,040 to DM 3A,019 if the splitting table is 
applied) that the surcharge is imposed at a lower rate. 

bb. lion-residents 

There is no ceiling below which income is not subjected 
to the tax surcharge. The rate of surcharge is 
invariably 3 per cent of the amount of tax payable. 
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(II) Withholding of tax surchs.rge 

aa. On employment income 

Here again there is a ceiling of DM 16,020 and DM 32,04D 
respectively, below which no tax surcharge is imposed; 
but the ceiling applies to both residents and non
residents. The rate of tax surcharge is generally 3 per 
cent of the amount of withholding tax payable. As in 
the case of an assessment, the rate is lower at the 
"transitional stage". 

bb. On capital income accruing to non-residents 

Irrespective of any ceiling below which no tax surcharge 
is imposed, the rate of surcharge is 3 per cent of the 
income tax withheld under the normal provisions or under 
those of Section 50(a) of the Income Tax Law. 

(ii) Company profits tax (corporation income tax) 

(A) Assessed corporation income tax 

(I) Resident corporations 

Corporation income tax is imposed on the income derived during 
any one calendar year. Income is determined on the basis of the 
profits shown in a corporation's commercial balance sheet. That 
profit is adjusted to take account of the provisions of fiscal law 
in regard to valuation, withdrawals from capital, contributions to 
capital, tax exempt receipts and deductible and non-deductible 
expenses. 

Tax rates (as from 1 March 1967): 

Corporations not owned predominantly by individuals (sub
paragraph 1 of paragraph (l) of Section 19 of the Corporation 
Income Tax Law): 

.51% general rate, 
15$ reduced rate on "qualifying" distributions; 

Corporations up to a certain size, owned predominantly by 
individuals (personenbezogene Kapitalgesellschaften) (sub
paragraph 2 of paragraph 1 of Section 19 of the Corporation 
Income Tax Law): 

U9% general rate, 
26.5$ reduced rate on "qualifying" distributions; 
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Where the latter companies' income is less than DM 50,000, 
a degressive scale of rates is applied. 

Corporations which are institutional lenders pay tax at a 
reduced rate on their income from long-term lending activities, 
if any (27.5 per cent if they are not owned predominantly by 
individuals and 26.5 per cent if they are so owned). 

(il) Non-resident corporations 

Corporations which have neither their place of management nor 
their registered office within the domestic territory are subject 
to limited tax liability in respect of their income from domestic 
sources. Taxable income from domestic sources is determined under 
the provisions of fiscal law on valuation, withdrawals from capital, 
contributions to capital, tax exempt receipts, and deductible and 
non-deductible expenses. 

The rate of tax is invariably 49 per cent (sub-paragraph 3 of 
paragraph 1 of Section 19 of the Corporation Income Tax Law). 

Institutional lenders pay tax at a reduced rate of 26.5 per 
cent on their income from long-term lending activities, if any. 

(B) Withholding of corporation income tax 

Unless the income on which tax is withheld originates in a 
business or agricultural or forestry enterprise located in the 
domestic territory, the corporation income tax liability of a 
non-resident corporation in respect of income which it derives 
from domestic sources and which is subject to withholding of tax 
at source, is finally settled with the payment of the withholding 
tax (sub-paragraph (b) of paragraph 7 of Section 19 of the 
Corporation Income Tax Law, 1965). 

.(C) Tax surcharge (imposed as from 1 January 1968) 

(I) Assessed tax surcharge 

As from 1 January 1968, a tax surcharge is imposed in 
connexion with corporation income tax. The rate of surcharge is 
3 per cent of the amount of corporation tax assessed for the 
assessment period in question. 

(II) Withholding of tax surcharge 

Non-resident corporations subject to withholding of corporation 
income tax are also subject to withholding of the tax surcharge at 
a rate of 3 per cent of the corporation income tax withheld under 
the normal provisions or under those of Section 50(a) of the Income 
Tax Law. 
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(c) Real property tax 

Real property tax is collected by local government authorities on real 
property situated within the domestic territory whether such real property 
is improved or unimproved or whether it serves business or private purposes 
or serves an establishment engaged in agriculture or forestry. Taxation is 
based on the value of the real property, the owner's financial capacity or 
the charges, if any, on such real estate thus being immaterial. The tax 
base for real property tax - and for other taxes attached to the value of 
real property as well - is the property's "assessed value" (Einheitswert) 
which is determined under a special procedure laid down in the Valuation Law 
(Bewertungsgesetz). The present assessed values are still those established 
as of 1 January 1935 in accordance with the rules of the Valuation Law of 
1934-» It is expected that these values will be retained until about 1970. 
From 1971 on, taxation is to be based on the more up-to-date assessed values 
which are now being newly established as of 1 January 1964- in accordance with 
the Valuation Law, as amended on 10 December 1965 ("Bundesgesetzblatt;' 
Part I, page 1,861). 

The first step in computing the tax is to apply a basic rate 
(Steuermesszahl) to the assessed value of the property; the product is 
called "Steuermessbetrag". In relation to the assessed values currently 
still applied, these basic rates range from 0.5 to 1 per cent depending on 
the type of property and on the size of the municipality concerned. Once 
the newly-established assessed values have become effective, probably as 
from 1971, the present system of basic rates - both in regard to the absolute 
figures and in regard to the graduated classification of real property by 
type, etc. - will have to be reviewed. 

The local tax office notifies the municipal authorities of the applicable 
basic rate. The local authority then multiplies the product (Steuermessbetrag) 
by a "municipal percentage" (Hebesatz) fixed annually by each municipality 
(the average "municipal percentage" varies considerably from one land to the 
other and ranges from 110 to 250 per cent where agricultural and forestry 
establishments are concerned and from 190 to 300 per cent where commercial 
and industrial property is concerned. The result of this multiplication is 
the amount of real property tax payable. 

Real property which is used for public or non-profit purposes is exempt 
from tax. As regards newly-constructed houses the total floor area of which 
does not exceed certain limits, the increment value attributable to the newly-
constructed building is not taken into account for tax purposes for a period 
of ten years following the completion of the house (Second Housing Law). 
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(d) Social security charges 

The rates of the contributions to social security are as follows: 

Percentage of gross wage 
or salary payable by 

(I) Workers' Old Age and Disability 
Insurance and Salaried Employees' 
Old Age Insurance 

(II) Miners' insurance 

(III) Unemployment insurance statutory 
rate 1$; at present: 

(IV) Sickness insurance, at present 
average rates charged to trade 
and industry, excluding mining 

Employer 

7$ 

15$ 

0.65$ 

Employee 

7$ of gross wages 
and/or salary 

15$ of gross wages 

0.65$ 

4.93$ 4.93$ 

Mining 5.01$ 5.01$ 
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Part II 

(A) Description of indirect taxes 

(i) Turnover tax 

1. Turnover tax is a general excise tax. It generally extends to all 
business transactions and it is levied at all stages. 

At all stages, the incidence of tax corresponds to the nominal tax 
rate. Goods and services subject to one and the same tax rate consequently 
bear the same burden of tax, irrespective of the number of stages through 
which each of them may have passed. 

The device used to assure uniformity of burden is the "deduction of 
prior-stage tax". This concept is the main feature of turnover tax 
legislation. It implies that any entrepreneur is generally entitled to 
deduct from the tax he is liable to pay on his turnovers any turnover tax 
vhich another entrepreneur has passed on to him on an invoice (see, hovever, 
paragraph 3, below). In addition, a deduction is also allowable in respect 
of the importation turnover tax paid on items imported for purposes of the 
enterprise. Thus, in effect, the tax payable by an entrepreneur is 
computed solely on the basis of the value added at the stage represented by 
him. 

The operation of this system furthermore rosults in the fact that, all 
along the line of entrepreneurs, turnover tax does not become an element 
of cost and need therefore not be taken into consideration by an entre
preneur for cost accounting purposes. It is only on turnovers to private 
consumers (or to public authorities) that the tax becomes a genuine financial 
burden since the latter are not entitled to deduct prior-stage tax. 

2. Turnover tax is imposed on deliveries and other performances which an 
entrepreneur makes for a consideration in the domestic territory within the 
scope of his enterprise. It is further imposed on the private use by an 
entrepreneur of business items and on the importation of items into the 
customs territory (see Part II(C)(II), below). 

3. The law provides for the following three categories of exemptions: 

aa. Tax exemptions combined with deduction of prior-stage tax: these 
are available in respect of exports and transportation across the 
border (see(B)(l), below, for details). 

bb. Tax exemptions not combined with deduction of prior-stage tax but 
where the entrepreneur concerned may choose taxation under the 
normal procedure: 
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Those are available primarily for turnovers in the fields of 
inland navigation, of financial transactions, of transactions 
subject to certain transfer taxes (e.g. sale of real estate), and 
of letting and leasing of real property and similar transactions. 

By exercising his right to waive exemption,.an entrepreneur. 
becomes entitled tc deduct prior-stage tax. This avoids a 
cumulation of prior-stage tax in the event of turnovers to further 
entrepreneurs. 

cc. Tax exemptions are combined with deduction of prior-stage tax and 
where the entrepreneur concerned may not choose taxation under the 
normal procedure: 

Those are available, above all, in respect of medical services, 
of turnovers from the activities of building and loan association 
agents and insurance agents, and of a number of performances in 
the social and cultural fields. The result of the denial of the 
right to deduct prior-stage tax is that such performances, most 
of which are made for the benefit of private persons, continue to 
be burdened with the tax which accrued at prior stages. 

4« The tax base is the consideration. That consideration is everything 
agreed which the recipient of a delivery or other performance must give in 
order to obtain such delivery or other perfcrmance. The consideration 
furthermore includes anything which any person other than the recipient may 
give an entrepreneur for the delivery or other performance. Turnover tax 
itself is not an element of the consideration. 

5. The reduced rate of 5.5 per cent is applied tc deliveries, to the 
private use, and to the importation of the most important foods and 
agricultural products. In addition, books, newspapers and periodicals, and 
furthermore artificial limbs and other artificial parts of the body, works 
of art and collectors' pieces are taxed at the reduced rate. In the field 
of services the reduced rate is primarily applied to the hiring out of items 
subject tc the reduced rate, to the rearing of livestock or the cultivation 
of plants for hire, and to the transportation cf passengers over distances 
not in excess of 50 kilometres. Finally, the turnovers of professional 
men and of similar entrepreneurs, and the turnovers of a number of entities, 
and of individuals, engaged in the social or cultural field are subject tc 
the reduced rate. 

The general rate of tax, i.e. 11 per cent, is applied in all other 
cases (except those qualifying for exemption, as explained in paragraph 3 
above). 
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6. The revenue from turnover tax was as fellows: 

1964 : Di-I 19,655 Eillion 
1965 : DM 21,568 million 
1966 : DM 22,415 nillion 

(II) Importation turnover tax 

1. Importation turnover tax is an excise tax. It is an elenent of turnover 
tax (rather than a separate tax), but with a distinct taxable event of its 
own. 

Imposition of importation turnover tax results in the fact that imported 
goods bear the exact and proper incidence of turnover tax and are thus, in 
respect of turnover taxation, placed on an absolutely equal footing with like 
domestic products. 

2. Importation turnover tax is imposed en the importation of items into the 
customs territory. 

3. Exemption from importation turnover tax is provided in respect of the 
importation of items the delivery of which within the domestic territory 
would be exempt from turnover tax (e.g. sea-going vessels destined to be 
gainfully employed in sea-going navigation; securities; legal tender; 
pr e s erved bio od). 

Exemption from or reduction of importation turnover tax is furthermore 
provided in respect of the importation of items in connexion with certain 
special circumstances (e.g. advertising material, samples and patterns; 
removable articles imported on transfer of residence; packings; gift 
shipments; returned goods). In this respect, importation on turnover tax 
legislation is closely related to the exemption provisions of customs 
legislation. 

4. The tax base is generally the value of the imported item; where items 
are involved which are subject to importation turnover tax and which were 
in free circulation within a member State of the European Communities and 
which further are not subject to an ad valorem duty, the tax base is the 
consideration. 

5. Reference is made to Part I 2(-)('-')? ucve, and tc Part Il(l)(l)5, 
above. 

6. The revenue from turnover equalization tax was as follows: 

1964 : DM 2,272 million 
1965 : DM 2,651 million 
1966 : DM 2,649 million 
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(III) Other excise taxes 

The taxes involved are the following: 

Beer tax Sparkling wine tax 

Alcohol (spirits) tax Playing cards tax 
Acetic acid tax Tobacco tax 
Oofiee tax Tea tax 
Illuminants tax Sugar tax 
Hydrocarbon oils tax Matches tax 
Salt tax 

1. These excise taxes are imposed at a single stage only and are payable 
either by the manufacturer or by the occupier of a warehouse for excisable 
goods. Tax liability arises at the time of withdrawal of the products from 
the nanufacturing plant or at the tine of their withdrawal for use within 
the nanufacturing plant. When products are taken into a warehouse for 
excisable goods, the tax liability which arose at the tine of their 
withdrawal from the manufacturing plant passes on to the occupier of the 
warehouse. However, when cigars are taken into a warehouse for excisable 
goods, tax liability ceases. Sccisable goods for which tax liability arose 
during any one month must, for purposes of assessing excise tax, be 
declared during the following month by a certain date laid down in the 
various excise tax laws. The manufacturer or occupier of a warehouse for 
excisable goods has to pay the excise tax monthly by specific dates, also 
laid down in the excise tax laws. As regards tobacco products, payment cf 
excise tax depends on the number of revenue stamps used. The excise value 
of revenue stamps acquired during the first half oi the month has to be 
paid by the twelfth day of the icllowing month, and the excise value of 
revenue stamps acquired during the second half cf the month has to be paid 
by the twenty-seventh day of the following month. 

Coffee tax and tea tax are imposed on the importation of coffee and tea. 

2. The following items are taxable: 

aa. Beer and similar beverages, 

bb. Ethyl alcohol. 

cc. Acetic acid. 

dd. Coffe^, coffee substitutes, essences or extracts of coffee and 
preparations based on such essences or extracts, and coffee pastes. 
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ee. Electric filament lamps, electric discharge lamps, electrodes for 
electric arc-lamps and shaped incandescent substances for 
increasing the luminous power of flames, provided that according 
to their nature and purpose such items are to serve for 
illumination. 

ff. Hydrocarbon oil, to wit, light oils, medium-heavy oils, heavy 
oils, purifying extracts, liquid gases and motor fuel containing 
hydrocarbon oil. 

gg. Salt (sodium chloride). 

hh. Sparkling wine and similar beverages. 

ii. Playing cards. 

jj. Tobacco products. 

kk. T6a, extracts or essences of tea, and preparations based on such 
essences or extracts, and mixtures of tea and other substances. 

11. B66t sugar (solid), starch sugar, and sugars of the sam6 
chemical composition as the aforementioned kinds of sugars,be6t 
or cane sugar syrups, b6et sugar juices and other beet sugar 
solutions. 

mm. Matches (including wax matches and matches of stearin or other 
similar substances). 

3. Certain exemptions are provided: 

aa. In respect of alcohol (spirits), hydrocarbon oils, salt and sugar, 
but as a rule only in cases where such items are used in the 
manufacture of products which themselves ar6 not subject to an 
excise tax or where such items are put to industrial US6S. 

bb. In respect of illuminants and beer. 

The question of tax exemption on exportation is dealt with 
under (B), below. 

The actual exemptions granted are for the following: 

(a) Alcohol (spirits) for the manufacture of motor fuel or for 
cleaning, heating, cooking and lighting purposes, or for special 
industrial purposes. 
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(b) Illuminants. the luminous flux of which has been tested by the 
"Physikalisch-Technische Bundesanstalt" and found to be 10 lumen 
or less, electric metal-filament lamps for voltages of 42 volts 
or less and of a power input capacity of 15 watts or less, 
carbon filament lamps and spectral carbons. 

(c) Hydrocarbon oils used in the course of building, converting, 
repairing, and providing the initial equipment of, ships or 
aircraft, or used as aircraft fuel or lubricants, or used for 
industrial cr non-profit purposes otherwise than 

- as motor fuel or lubricants or for the manufacture of such items, 

- for heating, 

- to power gas turbines; 

liquid gases may be used free of tax for heating purposes. 

(d) Salt used for salting herrings and similar fish or used for 
purposes other than the manufacture or preparation of food and 
drink. 

(e) ouftar used as animal fodder or for the manufacture of products 
other than foodstuffs; beet sugar juices, and mixtures of beet 
sugar juices with other substances, produced by private individuals 
exclusively for their own use or for that of members of their 
households. 

(f ) Beer allocated, gratuitously or otherwise, by breweries to their 
employees for personal or domestic use or consumption by the 
latter (Haustrunk). 

4- The tax base for excise duties is established in terms of weight or 
volume or numbers or retail price or value, as the case may be 
(of. Part I 2(a)(3), above). 

5. For the rates applied see Part I 2(a)(3)* above. -

6. Tax revenue 

Type of tax 

Beer tax 
Alcohol (spirits) tax 
Acetic acid tax 
Coffee tax 
Illuminants tax 

1964 
DM million 

955 
1,409 

5 
921 
57 

1965 
DM million 

979 
1,469 

4 
954 
67 

1966 
DM mi 11 ion 

1,032 
1,751 

5 
94B 
69 
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Type of tax 

Hydrocarbon oils tax 
Salt tax 
Sparkling vine tax 
Playing cards tax 
Tobacco tax 
Tea tax 
Sugar tax 
Matches tax 

1964 
DM million 

6,071 
39 
112 
3 

4,416 
34 
1Ô1 
9 

1965 
DM million 

7,423 
39 
135 
3 

4,697 
32 
116 
10 

1966 
DM nillion 

0,016 

a 188 
4 

4,902 
33 
115 
10 

(B) Treatment of exports 

(I) Turnover tax 

The exportation of items and all significant services for foreign principals 
are exempt from turnover tax (see also Part II(A)(I)3> above). Tax amounts 
accrued at prior stages of such turnovers may be deducted as prior-stage tax by 
the entrepreneur (see Part Il(A)(l)l, above). This means that export turnovers 
are relieved of the burden of turnover tax carried by them. 

In order to avoid disrupting the normal flow of capital goods in view of 
the change-over from the former system of turnover taxation to the present one, the 
law provides that during a transitional period of five years (up to 31 December 1972) 
deduction of prior-stage tax in respect of the turnover tax borne by 
tangible capital goods is generally not allowed at the full amount but only at an 
amount corresponding to a certain proportion which rises year by year. The 
non-deductible portion becomes an element of cost. Where such capital goods are 
exported, relief from tax is restricted tc the same extentj in other words, 
exported capital goods remain burdened with a certain proportion of prior-stage 
tax, though that proportion will decrease year by year. Furthermore, exports will 
for a certain transitory period continue to remain burdened with elements of the 
former turnover tax since items cf capital goods and inventory items which the 
entrepreneur had in hand or in stock on the day on which the change-over to the 
new tax took effect (1 January 1968) wore but incompletely relieved cf the tax 
burden carried by them. 

(II) Importation turnover tax 

Not applicable. 

(III) Other excise taxes 

All items - other than coffee and tea - listed in Part II(A)(III)2, above, 
are exempt from tax on exportation if they are exported, under official supervision, 
directly from their manufacturers' premises or via a bonded warehouse (salt and 
sugar). Manufacturers who use excisable products, tax paid, in the manufacture 
of goods may in certain cases bo granted a proportionate rebate of excise tax on 
exportation of such goods. 
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A manufacturer wishing to export products under exemption from tax is 
required to produce and declare such products to the appropriate local customs 
office and to submit a proscribed shipment document. As a rule, measures are taken 
to ensure that the products concerned can be identified. The products are again 
required to be produced at the frontier customs office, so that the latter can 
supervise their actual exportation. 

Tax rebates on exportation are allowed only in respect of alcohol (spirits) 
tax (alcohol monopoly levy), hydrocarbon oils tax and sugar tax, the details being 
as follows: 

aa. Alcohol (spirits) tax (ale;hoi Monopoly levy) 

A rebate of tax is granted en the exportation of alcohol and 
alcoholic products. The rebate is computed on the established alcoholic 
content. The amount of the rebate is determined by subtracting the 
monopoly sales price from the export price. Between 1 January 1966 
and 31 December 1967, the rebate ranged from a maximum of DM 1,4-35 
and a minimum of DM 27 per 100 litres of alcohol whereas since 
1 January 1968 it has ranged from a maximum of DM 1,413 to a minimum of 
DM 22 per 100 litres of alcohol, depending on the sales price. This 
shows that the export rebate allowed on alcohol and alcoholic products 
includes not only excise ta;: but also the monopoly levy. 

bb. Hydrocarbon oils tax 

A rebate of hydrocarbon oils tax is granted in respect of hydro
carbon oils used in the manufacture of exported lubricants. The rebate 
is computed on the basis of the quantity of heavy oils used in the 
manufacture of the lubricants; no rebate is granted in respect of 
hydrocarbon oils used for meter fuel, heating or lubrication in the 
course of manufacturing the exported lubricants. Since 1 January 1967, 
the amount of rebate has been DM 38.35 per 100 kilogrammes of heavy 
oils used. 

cc. Sugar tax 

À rebate of sugar tax is granted in respect of sugar used in the 
manufacture of certain exported products containing sugar. The rebate 
is based on the sugar contained in such products. The amount of the 
rebate is as follows (per 100 kilogrammes): 

1. in respect of boot sugar 
or cane sugar (sclid) DM 6.00 

2. where beet or cane sugar 
solutions of a degree of 
purity of 70 per cent or 
more have been used DM 4.20 

3. in respect of starch sugar DM 2.40 
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(C) Treatment of imports 

(I) Turnover tax 

Reference is made to what is said belcw in regard to importation turnover 
tax. 

(II) Importation turnover tax 

1. Importation turnover tax is imposed to compensate for turnover tax 
applied to like or similar domestic products. 

2. As a rule, the provisions of customs" legislation apply, mutatis mutandis, 
in respect of importation turnover tax. Importation turnover tax is levied 
•in accordance vith the procedures applied in respect of customs duties. 

The rates of tax applied are the same as those applicable to turnovers 
within the domestic territory. 

3. In cases where the tax base is the value of the turnover on importation, 
that value is determined by application of the customs provisions which 
govern the value for customs purposes and its establishment. In cases 
where the tax base of the imports is the consideration, the latter includes 
everything agreed which the buyer of an item must give in.order to obtain 
its delivery, less the amount, if any, of importation turnover tax 
included in the price. To the value or consideration thus determined there 
is added any amount which, at the time when_liability for importation turn
over tax arises, is payable on the item in respect of customs duties (plus 
levies or excise taxes, where applicable) and the cost of transportation to 
the first place of destination within the domestic territory. 

4. Reference is made to Part II(A)(1)3 and (A)(ll)3, above. 

(III) Other excise taxes 

1. The excise taxes enumerated under Part II(A)(III), above, are also 
imposed on imports. Imported goods are subjected to excise taxes at the 
time they are imported; those taxes are by nature single-stage taxes. 

2. The provisions of customs legislation apply, mutatis mutandis, to the 
levying of excise taxes on imports. The rates applied are the same as 
those applied to corresponding excisable goods produced in the Federal 
Republic (see Part I 2(a)(3), above), except that imported beer is 
subjected to flat rates rather than to graduated scales of rates. On 
1 March 1967, the basic flat rate was DM 15 per hectolitre of entire beer 
(Vollbier). As from 1 June 1967 the rate of tax on 1 hectolitre of 
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entire beer was cut to DM 14.4-0. That basic rate is reduced by 25 per cent 
for draught beer (Schankbier) and by 50 per cent for light beer 
(Einfachbier). It is increased by 50 per cent for strong beer (Starkbior). 
The tax rates are, therefore, fixed and need not be determined by application 
of special methods. 

Different rules, however, apply in respect of alcohol (spirits), 
alcoholic products, ethers and products containing ethers. The tern 
alcoholic products is deemed to include (but is not limited to) (a)'wines 
and similar beverages - whether or not containing added flavouring - with 
an alcoholic content by volume of more than 14 per cent, and (b) products 
which contain winu and which have an alcoholic content by volume of more 
than 10.5 per cent; the term does not include fortified wine used under 
customs supervision for the production of wine distillates. On importation, 
these products are subjected to a special excise tax, the monopoly -
equalization levy. The monopoly equalization levy is equal to the 
difference between the price charged by the monopoly administration when 
selling alcohol and the basic price (i.e. the price paid by that administra
tion when talcing into its charge quantities of alcohol from domestic 
distilleries). The moncpoly equalization levy is computed on the following 
bases: 

aa. In respect of alcohol (spirits) and alcoholic products - other 
than those referred to under bb. and cc. below - on the basis of 
the quantity of alcohol contained therein; 

bb. In respect of wines and similar beverages, on the basis of so 
much cf the quantity of alcohol contained therein as is in 
excess of an alcohol content by volume of 14 per cent and in 
respect cf beverages containing wine on so much of the quantity 
of alcohol contained therein as is in excess of an alcohol 
ccntent by volume of 10.5 per cent; 

cc. In respect of fcrtifiod wine withdrawn from official supervision, 
on the basis of the quantity of alcchel contained therein; 

dd. In respect of ethers and products containing ethers, on the basis 
of the quantity of alcohol required to produce the ethers or to 
produce the ethers contained in such products. That basis is 
taken to be 1.7 litres of alcohol per each full kilogramme of 
ether. 

The monopoly equalization levy was/is equal to the following amounts: 

Per 100 litres cf alcohol 

On 1 March 1967 DM 1,291 
Between 1 October 1967 and 
31 December 1967 DM 1,293 

As from 1 January I960 DM 1,277 
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3. The calculation of excise taxes en imported excisable products is based 
on the same elements as these which are taken into consideration when goods 
produced in the Federal Republic arc subjected to the tax concerned. The 
tax base is eatablished in tenus of weight cr volume or numbers or retail 
price or (where illuminants arc concerned) value of like domestic products, 
as the case nay be. Freight, insurance, packing, customs duties and other 
taxes are not included in the base. 

4-. Exemption from excise tax is provided for cases where excisable imports 
are either shipped to a domestic manufacturing plant immediately after being 
imported or are used for purposes which, under the various excise tax laws, 
would entail exemption if the products involved were heme produced 
(cf. Part 11(A)(111)3, above). 

Part III 

Changes envisaged 

(I) Turnover tax 

At present, no material changes cf the turnover tax system are envisaged. 
Under the First and Second Directives, issued by the EG Council on 11 April 1967, 
for the harmonization among member States of turnover tax legislation 
(EC Official Gazette, 1967, page 1301 and page 1303), the Federal Republic is 
obliged to adapt its system of turnover taxation to the principles and rules of 
application laid down in those Directives. But since the pattern and the 
essential features of the German Turnover Tax Law are in conformity with the 
provisions of the Directives, the latter will not lead to any changes in respect 
of the system itself. 

(II) Importation turnover tax 

Reference is made to what is said in (I), above. 

(III) Other excise taxes 

No change is envisaged in the system of excise taxation. Since 1 March 1967, 
there have been no changes except in respect of tax rates, some having already 
occurred, while others are expected to follow. 

aa. Beer tax 

As a result of a recommendation by the EEC Commission, the basic 
tax rate on beer brewed outside, and imported into, the Federal Republic 
was reduced on 1 June 196S from DM 15 to DM I4..4.O per hectolitre of 
entire -beer (Vollbier). 
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Acetic acid tax 

The rate of acetic acid tax vas reduced as from 1 January 1968. 
Depending on the nature of the manufacturing plant, it now ranges 
from DM 173.90 to DM 347.80 per 100 kilogrammes of anhydrous acid. 
This reduction in the rate is designed to offset the additional burden' 
of turnover tax resulting from the ehange-ovor to a system of added-
value tax. 

Tobacco tax 

The rates of tax on cigars and cigarettes (see Part I 2(a)(3), 
above) applied as from 1 July I968 are as follows: 

A. On cigars: 

18.58 per cent of the retail price or DM 22.50 per 1,000 cigars, 
whichever is the higher. 

B. On 1,000 cigarettes: 

(a) cigarettes containing at least 50 per cent of home-grown 
tobacco : 

1. where the retail price per cigarette ranges from 8 pfennigs 
to less than 9 pfennige: DM 4.6.70 plus 29 per cent of the 
portion of the retail price exceeding DM 80j 

(b) other cigarettes: 

2. where the retail price per cigarette ranges from 8 pfennige 
to less than 9 pfennigs: DM 4.5.20 plus 29 per cent of the 
portion of the retail price in excess of DM 80 

3. where the retail price per cigarette ranges from 9 pfennige 
to less than 10 pfennige: DM 52.60 plus 54- per cent of the 
portion of the retail price in excess of DM 90 

4. where the retail price per cigarette ranges from 10 pfennige 
to less than 11 pfennige: DM 50 plus 39 per cent of the 
portion of the retail price in excess of DM 100 

5. where the retail price per cigarette is 11 pfennige or more: 
DM 61.90 plus 24 per cent of the portion of the retail price 
in excess of DM 110. 
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This reduction in rates is designed to offset the additional 
burden cf turnover tax borne by that clement of cost which is 
attributable to tobacco tax, the calculation cf the reduction having 
been based on a rate cf turnover tax cf 11 per cent. 

dd. Coffee tax 

In accordance with a suggestion made by the EEC Commission there 
is to be a reduction, in the course cf this year, in the rates of coffee 
taxj the rate of tax en rcastod coffee is to be reduced from DM 4..Ô0 to 
DM 4-50 p e r kilogramme and those on coffee extracts fron an average of 
DM 13.92 to a flat rate of DM 13 per kilogramme. In addition there are 
to be separate rates in respect of coffee fron which the caffeine has been 
extracted, to wit, DM 3.80 per kilogramme of raw coffee without caffeine 
content, DM 4-75 per kilogramme of roasted coffee without caffeine content 
and DM 13.65 per kilogramme of extracts cf coffee without caffeine 
content. A tax of DM 0.15 is to be imposed on each kilogramme or litre 
of ready-to-drink brewed coffee. Under certain conditions, manufacturers 
of products containing coffee are to be able to claim a refund or 
rebate of coffee tax on the quantities of coffee used in the manufacture 
of such products, if the latter are exported. 

ee. Tea tax 

In line with the changes envisaged in respect of coffee, flat rates 
of tax on tea extracts are likewise to be introduced in the course of 
this year. The rate of tax on solid extracts of tea is to be 
DM IO.4.O per kilogramme, and that on liquid extracts or essences of 
tea DM 10.40 per kilogramme of the dry weight tea content. A tax of 
DM 0.02 is to be imposed on each kilogramme or litre of ready-to-drink 
brewed tea. Under certain cenditions, tea traders are to be able to 
claim a refund or rebate of tea tax paid on exported tea. Under certain 
conditions, manufacturers cf products containing tea are to be able to 
claim a refund or rebate of tea tax on the quantities of tea used in the 
manufacture of such products, if the latter are exported. 
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Annex II 

FRANCE 

The following note has been received from the French Government concerning 
the rates of tax on business profits and the basis of assessment. 

I. The amount of tax on business profits varies depending on whether the 
activities are carried on by a natural person or by a legal person! however, in 
the case of a partnership - as apart from a corporation - the partners are 
normally taxed as individual persons on the basis of their share of the 
undertaking's profits. 

In the case of a natural person, profits are liable to personal income tax 
under the heading of business profits. The tax is progressive and for tax-payer 
with the same profit level, the rate of tax varies to take into account any 
additional income, certain expenses that are deductible from aggregate income 
only, and family dependency status. Subject to a deductible allowance of F. 3,000, 
such profits are also liable to the 6 per cent supplementary tax. 

In the case of a legal person, profits are liable to corporate tax at the 
rate of 50 per cent. 

For both natural and legal persons, however, long-term gains (see section II 
hereunder) are taxed at the rate of 10 per cent. 

II. Taxable net profits are defined as being the difference between the value of 
the undertaking's net assets at the end and at the beginning of the accounting 
year, less any additional paid-up capital and plus any amounts withdrawn by the 
operator. In actual fact, the amount of profit is the difference between gross 
product and deductible expenses. 

The gross product of a business undertaking is the gross operating profits 
plus, if any, miscellaneous income and gains. 

Miscellaneous income includes inter alia, the following items: 

- income from securities owned by the undertaking, subject to certain 
adjustments; 

- real estate income, i.e. income from the rental of any building shown 
among the assets on the balance sheet; 

- profits on exchange operations; 

- proceeds from the sale of rejects, waste or refuse; 

- compensation or interest payments received by reason of delay, breach of 
contract, etc. 



Spec(68)88/Add.2 
Page 34 

Under Articles 9 to 12 of Act No. 65-566 of 12 July 1965, substantial 
changes were made in the tax system applicable to gains resulting from the 
assignment of fixed assets. Under the new system, a basic distinction is made 
between long-term gains which after offsetting any long-term depreciation are 
taxed at the rate of 10 per cent, and short-term gains and short-term 
depreciation which, subject to the possibility of spreading net gains over a 
specified number of accounting years, come under a taxation system similar to 
that applicable to operating losses and profits. 

The following expenses are deductible from the gross product: 

- overhead and financial expenditures committed or paid in the course of 
the accounting period; 

5 
- depreciation calculated in accordance with the type of assets concerned, 
on a linear basis (application of a constant rate to the cost price) or a 
degressive basis (application of a constant rate to the residual book
keeping value)) 

- losses properly speaking, where there is no doubt as to their occurrence, 
their object and amount) 

5 
- provision designed to meet probable losses or expenditures, the amount of 
which is not known with accuracy) 

- provision of a purely fiscal nature, such as provision against currency 
fluctuations or provision against price increases. 

Gains from fixed assets held for at least two years which do not correspond 
to previous depreciation allowances. 

2 
Depreciation resulting from fixed assets which do not give rise to 

depreciation allowances and have been held for at least two years. 

3 
Gains resulting on the one hand from any fixed assets held for less than 

two years, and on the other hand, from fixed assets held for not less than 
two years within the limits of previous depreciation allowances. 

depreciation resulting from assets whether or not subject to depreciation 
allowances, which have been held for less than two years. 

5 
Overhead, financial expenditures, depreciation and types of provision other 

than those taken into account by manufacturing or processing undertakings for 
cost accounting purposes. 
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Annex III 

PORTUGAL 

The delegation of Fortugal has submitted the following amendment to the 
OECD document 0(68)4-7. 

1. In accordance with the provisions of the Industrial Taxation Code (adopted 
under Legislative Decree No. 45,103 of 1 July 1963) the profits of commercial and 
industrial undertakings are subject, in the European territories of Portugal, to 
a single tax on income - the industrial tax. 

For assessment purposes,tax-payer are divided into three groups: 

- group A, comprising large undertakings or establishments with a properly 
organized accounting system, which are taxed only on actual profits 3 

- groups B and C, comprising medium and small undertakings for which the 
Government authorities determine a presumed and normal profit. 

Tax is charged at the rate of 18 per cent on the profits thus determined, 
subject to deductions which may be as much as 50 per cent, in addition to 
additional taxes for the port authorities, and communal and district taxes. 

2. The taxable profit is the net profits, after deduction of certain items of 
expenditure, as indicated below. 

Net profit is the difference between the positive elements (such as earnings 
or income) and the negative elements (costs or losses). 

Earnings or income consist of the regular income for the accounting period 
plus any incidental income (real estate leases included in the undertaking's 
assets; income from industrial property; interest on loans; remuneration of 
corporate functions carried out for the account of other undertakings; remission 
dobts; income from the securities portfolio; compensation for loss of earnings, 
etc.) including capital roods produced and utilized in the undertaking itself. 

Gains are not taken into account for determining gross profit. For this 
purpose the following are considered to be gains: those resulting from the 
transfer for a valuable consideration of fixed assets, or of goods or securities 
held in reserve or enjoyment. Such gains consist of the difference between the 
realization value and the purchase value, corrected by currency devaluation 
coefficients. A separate tax, the gains tax, is charged only on certain 
categories of gains. 
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The negative elements of the profit, i.e. the trading costs and trading 
losses, are as follows: 

(a) general operating costs (installation costs, remuneration of 
administering bodies, work done by an individual entrepreneur, certain 
fiscal and quasi-fiscal costs); 

(b) costs or losses relating to certain assets (reincorporation, 
amortization, provision against certain contingencies, and non-
recoverable credits); 

(c) company expenditures that are partly considered as costs or losses 
(including expenditure for the account of or in the interest of the 
company, whether directly in the undertaking or by means of donations). 

Excessive representation costs, corporation tax and supplementary tax, fines 
for infringements of the tax regulations, compensation in respect of non-insurable 
risks, and interim interest payments are not allowable as trading costs or losses. 

3. For determining the taxable profit, the following are also deductible from 
the net profit: 

(a) deficits established in relation to the three years preceding that for 
the period to which the tax refers; 

(b) deductions designed, to avoid double taxation, comprising deductions in 
respect of transferable securities (income from participation in other 
companies), under certain conditions; income from securities 
constituting technical reserves of insurance companies; income from 
securities of investment trusts; and deductions of taxable income in 
the non-European territories of Portugal. These earnings are deducted 
net of tax; 

(c) deductions of reserves over a period corresponding to the three 
financial periods following that in which investments are realized that 
constitute new equipment of particular interest for the national 
economy; 

(d) deduction of investments in certain capital goods and certain specified 
industrial sectors. 

J+. Once the taxable profit has been determined and the assessment has been made, 
the Industrial Tax Code provides for certain additional tax deductions in respect 
of group A tax-payers only. 
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Annex IV 

GgYLON 

I. Structure of the tax system 

1. 

Revenue (Unit: Gey Rs million) 

a. Indirect taxes: 

1. Turnover tax, profit 
from sale of arrack, 
tobacco tax and duty 
on country-made liquor 

2. Gross receipt of 
Government enterprises 
including railway 
revenue, electrical 
revenue, post and 
telecommunication 
revenue, port and 
harbour and national 
lottery 

3. Customs duties: 

(a) Jixport duties 
(including tea 
sales tax) 

(b) Import duties 

b. Income taxes: 

(a) Income tax 
(b) Personal tax 
(c) Estate duty and 

wealth and gift tax 
(d) Property taxes 
(e) Social security charges 

Central Government 

1963/64 

196.3 

n.a. 

277.4 
431.6 

281.3 
12.7 

21.1 
n.a. 
n.a. 

1964/65 

246.3 

233.8 

312.8 
435-8 

291.2 
18.9 

19.0 
n.a. 
n.a. 

1965/66 

318.2 

257.0 

255.3 
476.3 

275.4 
12.0 

23-5 
n.a. 
n.a. 

Political 
sub-divisions 

Nil 

Nil 

Nil 
Nil 

Nil 
Nil 

Nil 
Nil 
Nil 

Local 
authorities 

Nil 

Nil 

Nil 
Nil 

Nil 
Nil 

Nil 
Nil 
Nil 
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c. Other revenue 

Total 

Central Government 

1963/64 

488.6 

1,759.0 

196V 6511965/66 

258.3 

1,816.1 

2U.5 

1,833.2 

Political 
sub-divisions 

Nil 

-

Local 
authorities 

Nil 

-

Note; (i) "N.a." - against certain iteias indicate that details of revenue 
collected under these items are not available and this revenue 
would be included under the item "other revenue". 

(ii) The year of tax collection is 1 October to 30 September. 

(iii) The rate of exchange for the rupee before devaluation on 
20 November 1967 was £1 = Gey Rs 13.33. 

2. (a) Rates of turnover taxes in force on 1 March 1967 

(1) Tax on the turnover of any business other than the business 
of manufacturer 1% 

(2) Tax on the turnover of the business of a manufacturer: 

(i) in respect of the manufacture of the following articles: 1% 

ayurvedic preparations fireworks including crackers 
biscuits dried fish 
cigars joss sticks 
clay bricks tea chests 

(ii) in respect of the manufacture of the following articles: 3% 

barbed wire 
building materials including clay bricks produced not 

exclusively by the use of manual labour but excluding 
asbestos products 

plywood 

(iii)in respect of the manufacture of all other articles 5% 

Note: The special rates applicable to the turnover of manufacturing undertakings 
apply only to the sales by manufacturers and not to subsequent sales. 
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(b) Rates of income tax in force on 1 i-iarch 1967 

(i) Personal income tax 

Taxable income 

First Gey Rs 3,000=*-
Next Gey Rs 3,000=^ 
Next Cey Rs 3,000 
Next Cey Rs 3,000 
Next Gey Rs 5,000 
Next Cey Rs 5,000 
Next Gey Rs 10,000 
Next Cey Rs 15,000 
On the balance 

Tax rates 

10$ 
15% 
20% 
25>o 
30/O 
40/b 

U5% 
65% 
80% 

•? Che first two slabs of Cey Rs 3,000 each 
are increased by: 

(a) Cey Rs 1,000 in respect of wife, and 

(b) Cey Rs 500 in respect of each of not 
more than four children or dependants. 

Note; Where the taxable income does not exceed 
Cey Rs 2,000, the first Cey Rs 1,000 is 
taxed at 5 per cent and the balance at 
10 per cent. 

(ii) Company income tax 

Resident companies: 

50 per cent non-refundable tax 
plus 
33 l/3 per cent of aggregate amount of gross dividends. 

Small company relief - where the issued capital of a company is less than 
Cey Rs 250,000 and where the assessable income does not exceed 
Cey Rs 50,000, the non-refundable tax is reduced to 25 per cent. 

Non-resident companies : 

Non-refundable tax of 50 per cent on the taxable income plus 
6 per cent in lieu of estate duty. 

Where a non-resident company makes any remittances abroad, it is 
liable to a 33 l/3 per cent tax on its remittances or on one third 
of its taxable income, whichever is less. 
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Charge to income tax: 

Profits and income from the following sources are liable to 
income tax: 

(a) Trade or business (including agriculture) 

(b) Profession, or vocation 

(c) J&nployment 

(d) Net annual value of property 

(e) Rents and royalties 

(f) Dividends and interest 

(g) Net capital gains 

(h) Income from any other source (excluding profits of a 
casual and non-recurring nature). 

Deductions 

All outgoings and expenses incurred in producing income are 
deductible. 

(c) Wealth tax 

Where the aggregated net wealth exceeds Cey Rs 100,000, the first 
Cey Rs 100,000 is allowed as a deduction in arriving at the taxable wealth. 

Rates: 

On the first Gey Rs 200,000 of taxable, wealth •§#. 
On the next Cey Rs 500,000 of taxable wealth 3/4> 
On the next Gey Rs 1,000,000 of taxable wealth 1% 
On the balance 2% 

II. Description of indirect taxes 

A. Business turnover tax 

The business turnover tax which is a multi-stage tax was brought into force 
on 1 January 1964. - . -... 
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Basis of liability 

Liability to the business turnover tax arises where the turnover of a 
business (including the business of a manufacturer) for the year preceding the 
relevant year of assessment exceeds Cey Rs 100,000. 

2. Exempted business 

The following are the exempted businesses: 

(a) Any profession 

(b) Any agricultural undertaking 

(c) Any undertaking for the export of any manufactured or processed 
article 

(d) The business of a banker, financier, money-lender, pawnbroker, 
commission agent or broker 

(e) Any insurance business 

(f) The business of carrying on an educational establishment 

3. .Exempted articles 

The turnover in respect of the sale of the following articles is not liable 
to the business turnover tax: 

(a) Agricultural and industrial machinery 

(b) Arrack sold in taverns 

(c) Animal foods 

(d) Articles manufactured in Ceylon and exported 

(e) Bread 

(f) Books 

(g) Cigarettes 

(h) ï-îagazines and p e r i o d i c a l s 

( i ) Newspapers 

( j ) Rice (uncooked) 
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(k) Any agricultural product of Ceylon including any processed or 
manufactured agricultural product of Ceylon 

(l) Safety matches 

(m) Sugar 

(n) Toddy sold in taverns 

(o) Wheat flour 

U- Rates of tax 

For rates of turnover tax in force on 1 i larch 1967, see paragraph 2(a). 

As from 1 July 1968, the rate of turnover tax on the manufacture of the 
following commodities has been raised from 5 per cent to 10 per cent: 

Biscuits 

Brandy, gin, wine and rectified spirits 

Carpets and rugs (excluding coir carpets and rugs) 

Chocolates including cocoa powder 

Confectionery 

Cosmetics and perfumes excluding soap and hair oil 

Fireworks including crackers 

Ice cream 

Textiles other than pure cotton textiles 

5. Bxcise duties and taxes 

Rates of excise duties and taxes levied and in force on 1 March 1967 are 
as follows: 

Item Rate 

(a) Refined arrack Cey Rs 59.19 per proof gallon 

(b) Country-made foreign spirits Cey Rs 65.16 per proof gallon 

(c) Liquors containing more than 4 per cent 
volume of alcohol Cey Rs 14.70 per proof gallon 
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Item Rate 

Cey Rs 41.4-3 per proof gallon 

Cey Rs 6.50 per gallon 

Cey Rs 78.19 per gallon 

Cey Rs 2.50 per male palmyra tree 
Cey Rs 10.00 per female palmyra tree-

Cey Rs 28.50 per pound of tobacco 

(d) Arrack for medicated country spirits 

(e) Duty on malt liquor 

(f) Duty on rectified spirits 

(g) Tree tax in the Jaffna Peninsula 

(h) Tobacco tax 

B. Treatment of imports 

6. Customs duties 

(a) Import duties 

A new customs import tariff was introduced with effect from midnight 
of 2/3 August 1968. ,A copy of the Gazette iixtra Ordinary No. 14,813/2 
dated 2 August 1968. All taxes given in the schedule are single-stage taxes. 

(b) Export duties are being levied on the undermentioned products as 
indicated: 

Tea 100 lb. 

Rubber (all grades) 
Sole crape 
Latex crôpe 
Scrap crêpe 
Other crêpe 
Sheet crêpe 
Rubber latex 

100 lb. 

Cey Rs 40.00 + 5 cents per lb. after 
devaluation on 22.11.67. 
In addition to the export 
duty an additional sales 
tax is levied on sales at 
the tea auctions. The tax 
is at the rate of 50^ of 
the excess over the price 
of Cey Rs 1.85 per lb. up 
to a maximum of 70 cents 
per lb. 

i&cport duties are levied 
on the basis of a sliding 
scale, particulars of 
which are given in 
Gazette No. 12,781 of 
2-4.11.61 (copy annexed). 
In addition to these duties 
a fxxed duty of .03 cents 
per lb. is levied since 
devaluation on 22.11.67. 

'May be consulted at GATT secretariat. 
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Copra 
Coconut oil 
D.C. nuts 
Coconut (fresh) 

Cardamom (with shell) 

Ton 
Ton 
Ton 
1,000 

100 lb. 
Cardamoms (without shell)100 lb. 
Coconut Poonac 
Cocoa (raw) 
Mild steel plates or 
sheets 

Elephants (tuskers, 
wild or tame) 

Elephants (wild or 
tame) 

Scrap ferrous metal 
Cinnamon quills 
Coir fibre 
Bristle and twisted 
Mattress and O'Mat 
Whale oil for quantities 
up to 4>000 barrels in 
one year 

For quantities in excess 
of 4., 000 barrels in 
one year 

Precious and semi
precious stones 

Ton 
100 lb. 

Ton 

Head 

Head 
Ton 
100 lb. 
Cwt. 
Cwt. 
Cwt. 

Barrel 

Barrel 

Carat 

Cey Rs 100.00 
Cey Rs 200.00 
Cey Rs 25.00 
Cey Rs 30.00 

Cey Rs 125.00 

Cey Rs 500.00 

Cey Rs 10.00 
Cey Rs 25.00 
Cey Rs 50.00 

-
Cey Rs 1.00 
Cey Rs 1.00 

Cey Rs 1.00 

Cey Rs 2.00 

5% ad valorem 

Export duties are levied on 
the basis of a sliding scale, 
particulars of which are 
given in Gazette No. 14-,775/17 
of 22.11.67.1 

May be consulted at GATT secretariat. 
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YUGOSLAVIA 

PART I - STRUCTURE OF THE TAX SYSTEM IN YUGOSLAVIA 

1. In 1964-, 1965 and 1966, tho total amount of revenue from taxes levied by 
the Federation, the Socialist Republics and the communes was as follows: 

196A - Millions of New Dinars 

(a) 

(b) 

(c) 

(d) 

Indirect taxes 
of which: 

- turnover taxes and 
service taxes 

- customs duties 

Income taxes 
of which: ... 

- personal income 

- income of undertakings 

Taxes on capital and on 
estates and inheritances; 
gift taxes 

Property taxes 

(e) Social security charges 

Total (less social security) 

Federation 

4,4-68 

2,253 

522 

225 

-

-

-

7,463 

Republics 

282 

-

2,078 

-

-

-

4,320 

2,360 

Communes 

799 

-

2,774 

101 

2 

42 

2,830 

3,718 

Total 

5,549 

2,253 

5,374 

326 

2 

42 

7,150 

13,546 

Notes: 

In 1964, districts and communes existed in Yugoslavia as basic social-
political units and the amounts shown in this column represent revenue from the 
districts and communes. 

In view of the structure and the organization of the financing of social 
security in Yugoslavia, the resources under social security are paid into special 
social security funds which are extra-budgetary. These amounts are shown in the 
table on account of the way the questionnaire was drawn-up. However, as these 
resources are not budgetary income, they have not been taken into account in the 
total amount of tax revenue. 
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1965 - Millions of New Dinars 

(a) 

(b) 

(c) 

(d) 

(e) 

Tota 

Indirect taxes 
of which: 

- turnover taxes and 
service taxes 

- customs duties 

Income taxes 
of which: 

- personal income 

- income of undertakings 

Taxes on capital and on 
estates and inheritances; 
gift taxes 

Property taxes 

Social security charges 

1 (less social security) 

Federation 

3,8731 

1,968 

1,097 

-

-

-

6,938 

Republics Communes 

1,8082 

-

4,996 

95 

5 

16 

5,038 3,798 

6,920 

Total 

5,681 

1,968 

6,093 

95 

5 

16 

8,836 

13,858 

Notes: 

On 26 July 1965, amendments were made to a whole series of economic and 
fiscal provisions, known as "economic reform", which implied an alteration of 
almost all the laws governing the conditions of economic activity and economic 
taxation. At the same time the dinar was devalued from Din 750 to Din 1,250 
for $1. 

As regards the federal turnover tax for retail sales-, it-was decided at 
that time to allot 20 per cent of the gross amount levied under this heading to 
the budgets of the republics. The sum shown in the table actually represents 
the net amount, i.e. 80 per cent of the amounts levied as federal turnover tax. 
The remaining 20 per cent is included in the sura of Din 1,808 million in the 
column "Budgets of the republics". 

For 1965, the revenues from the republics and the communes are shown 
together. The total of Din 1,808 million also includes the Din 308 million 
representing 20 per cent of the federal turnover tax for retail sales. 

See note 2 to the 1964 table. 
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1966 - Millions of New Dinars 

(a) 

(b) 

(c) 

(d) 

Indirect taxes 
of which: 

- turnover taxes and 
service taxes 

- customs duties 

Income taxes 
of which: 

- personal incomes 

- income of undertakings 

Taxes on capital and on 
estates and inheritances; 
gift taxes 

Property taxes 

(e) Social security charges 

Total (less social security) 

Federation 

4,59A1 

1,943 

1,338 

-

-

-

7,875 

Republics 

9902 

-

1,632 

-

-

6,323 

2,622 

Communes 

1,5502 

-

3,562 

-

4 

73 

4,307 

5,189 

Total 

7,134 

1,943 

6,532 

-

4 

73 

10,630 

15,686 

Notes: 

See note 1 to the 1965 table. 

See note 2 to the 1965 table. 

The amount of Din 990 million includes the sun of Din 940 million and the 
amount of Din 1,550 million includes the sum of Din 58 million representing 
20 per cent of the federal turnover tax for retail sales. 

See note 2 to the 1964 table. 
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2. On 1 March 1967, the following taxes were levied by the Federal Government 
in Yugoslavia: 

(a) Indirect taxes: 

(i) - sales taxes 0 

- turnover taxes for retail sales Generally 0 

applied 12.5% 

- service taxes 5%, 10% and 20% 

- excise taxes 0 

(ii) - State monopolies 0 

(b) Direct taxes: 

(i) - personal income tax: 

1. wages of employees and workmen 4-9% 

2. agricultural activities 6% 

3. cottage industries 0 

4. intellectual services 0 

- 5. authors' royalties - 0 

6. total income of citizens 0 

Notes: The taxes under 3 to 6 are local taxes and 
their rates are not fixed by the Federation. 

(ii) - taxes on profits of undertakings: 

Since the beginning of 1965 the tax on the 
profits of undertakings has been abolished. 

ihe Yugoslav tax system does not include this category of taxes. 

2 
Annex II gives the federal turnover tax rates for retail sales and shows 

the rates for various products. The majority of products subject to the federal 
turnover tax are included in item No. 1 at the rate of 12.5 per cent. 
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(c) Property taxes 

- taxes on income from real estate 

- taxes on income from personal property 

(d) The social security charges include: 

- contributions for health insurance 

contribution for disability insurance and 
pensions 

- contribution for family allowances 

0 
0 

Rate determined 
by the assemblies 
of the insured 
persons in each 
commune 

Rates determined 
by the assembly 
of the social 
security commuait., 
at republic level 
in agreement with 
the national 
assembly of the 
republic 

Rate determined 
by the law of the 
republic 

The three social security contributions are direct obligations of each 
insured worker who pays then out of his own personal income. 

The taxes on real estate are the exclusive receipts of the communal budgets 
and the Federal Government accordingly does not determine their rates. 

2- , T 
oee Annex I. 
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PART II 

A. Description of indirect taxes 

1. Turnover tax: 

1. The turnover tax is levied on the sale of the products to the end-consumer, 
i.e. in the retail market. The tax is accordingly not levied if the goods are 
bought as products intended for transformation. An exception is made for the 
sale of petroleum derivatives, tobacco products and drugs, where the turnover tax 
for retail sales is collected in the wholesale trade. 

This tax is levied in two forms: 

- on retail sales; 

- on service benefits! 

Each social-political community (federation, republic, commune) is quite 
free to introduce the turnover tax for retail sales as its own revenue. It 
fixes the rate, but the federation may determine the upper limit of the rates 
prescribed by the republic and the commune. For 1968, the federation has 
limited the total rate to 6 per cent plus 1.5 per cent, so that, taking the 
federal rate of turnover tax (12.5 per cent) into general consideration,-, the 
goods can usually be taxed at a maximum of 20 per cent for retail sales. 

The retail sale of products intended for end-consumption should be taken 
to mean: 

- any sale carried out through stores and shops of undertakings dealing 
with the retail trade, including sales by commission houses; 

- any direct sale to consumers by craftsmen and other citizens, within ~ 
the framework of their professional activities; 

e tariff of the federal tax on retail sales is given in Annex II, which 
also shows its structure. Waivers from the maximum rate of 12.5 per cent are 
in general provided for products for which a State monopoly exists in other-
countries (tobacco, cigarettes, spirits, petroleum derivatives, coffee, etc.). 
In Yugoslavia there is no special State monopoly, but these products are more 
heavily taxed by means of higher turnover taxes for the retail sales of these 
products. The position is the same for products which, regarded as luxury 
products, are in certain countries subject to a special luxury tax (cosmetics, 
jewels, etc.). 

hh 
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- bulk sale by undertakings and other economic organizations directly to 
end-consumers, together with sales by undertakings dealing with production 
(with the exception of sales intended for reproduction in undertakings or 
purchases of capital goods); 

- the use of taxed products for private consumption or the handing over 
of such products to third parties without payment; 

- imports of products by undertakings and any other organizations or 
citizens, intended for end-consumption; 

- auction sales if the Federal turnover tax for retail sales has not 
been previously collected. 

2. Exemptions from the Federal, republic or communal turnover tax for retail 
sales and for services are as follows: 

- the sale of basic products of agriculture and fishery: wheat, plants for 
industry, plants for fodder (intended for trade and seeding), flowers, seedlings, 
straw, hay, spices, medicinal plants, fruits of agriculture and of forestry; 
fruits,fruit-tree saplings, fruit seeds, vine stocks, etc.; 

- the sale of export products; 

- the amounts received for services rendered abroad; 

- the sale of foodstuffs (for human beings or cattle) including non-alcoholic 
drinks; 

- the sale of books, brochures, newspapers, reviews, musical scores, maps, 
catalogues (of books, museums, art galleries, exhibitions, etc.), educational 
films, disc and tape recordings of texts for studying foreign languages, original 
works of art on which authors' royalties are collected according to the provisions 
in force; 

- the sale of lignite, brown coal and brown coal briquettes, anthracite and 
anthracite briquettes, fuel wood; 

- the sale of electric power; 

- the sale of coal gas, natural gas, heavy oils and butane-propane gas; 

- the sale of chemical and natural fertilizers and media for the protection 
of plants; • 

- the bulk sale of goods to foreign diplomatic and consular representatives 
and to foreign diplomatic and consular staff in the way prescribed for wholesale 
trade and subject to reciprocity; 

- the sale of packing with the exception of the retail sale of packing to 
the consumer direct. 
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3. Tax, base 

The basis for calculating the turnover tax for retail sales is the selling 
price of the products, including all the extra costs which the seller debits to 
the buyer. 

If the seller or other persons themselves use their own products or products 
they have bought, the calculation basis is the retail price that would be 
obtained from the retail sale of this product (example: a motor car factory 
registers some of its products for its own requirements, or an undertaking 
dealing with the sale of motor cars registers for its own requirements a motor 
oar bought as goods for re-sale. In both cases, the turnover tax for retail 
sales is based on the price at which these motor cars are sold retail). 

If the seller of the product has paid transport or other costs on behalf of 
the buyer who is the end-consumer, these costs are not taken into account for the 
calculation of the tax. 

As regards imported goods, the value of the goods determined according to 
the customs regulations is taken as a calculation basis (Note: on the basis of 
the normal price in accordance with the Brussels definition of the customs 
value including customs duties and import taxes). 

In exceptional cases, the basis of the turnover tax for retail sales is 
fixed in the turnover tax tariff by unit (for instance, one packet of twenty 
cigarettes, one box of matches, 1 kilogreixie, 1 litre). 

As regards service taxation, the basis of the taxes is calculated from the 
service rendered, if the turnover tax tariff does not stipulate otherwise. 

By service benefits is meant any payment in money, or in barter or 
compensated exchange. If the material brought along by the buyer is used in 
artisanal services (e.g. a suit made with tissue brought along by the customer), 
the value of this material is not taken into account for the calculation of the 
tax base. 

A. Rates applied 

Federation Republic and communes Total 

Rate generally applied 12.556 6% + 1.5% 20% 
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5» Ta:: revenue for. IQ6A,. 1965 am >?66 

Year 

1964-

1965 

1966 

Federation 

4,4-68 

3:873 

4,594 -
! 

Republic 

282 

1,80s1 

990 

Commune s 

799 
-

1,550 

Total 

5,549 

5,681 

7,134 

2= Sales taxe» and excisa taxos dc not exist in Yugoslavia as indirect 
taxes. Neither are there any State monopoly taxes» -•••-

B. Treatment of exports 

1. Since the turnover tax for retail sales (see A for explanation) is paid 
at the time of the retail sale, i.e. for sales to the end-consumer, and is 
accordingly not collected in any of the stages of production, there is no 
repayment of this export tax. The f seal obligations in Yugoslavia are in two 
parts: 

1, The obligation to determine the fiscal charges which arise at the time of 
sale (Article 39 of the basic lav on the turnover tax for retail sales), at 
which time the amount to be paid by ihe tax-payer is fixed as a turnover tax for 
retail sales, and 

2. The obligation tc pay an instalment or the turnover tax when the final 
accounts have been drawn ">~< vJr'-i-les 42 and 45 of the above-mentioned law) 
which arises when the value of the goods or services is refunded by the purchaser. 

It is not actually the seller who pays the turnover tax for retail sales 
but the buyer; all the seller is obliged to do is to calculate the tax and 
collect it together with the sales price. Thus, the turnover tax for retail 
sales cannot be ccile^+od until the purchaser has paid for his goods. For 
exported goods, docv-nent-s witnessing the expert of the goods, certified by the 
customs authorities, art submitted to the tax control authorities, to prove that 
there has been no retail sal'; and that there is consequently no obligation to 
pay the turnover tax. As c rtain quantities of goods have not been delivered to 
the retail trade in the country, there is no obligation to pay the turnover tax, 
since exports actually constitute wholesale tradev Article 17 of the basic law 
on the turnover x,&r. provides for the possibility of introducing taxes on exported 
goods. However, this possibility has not so far been resorted to. 

'his sum includes the turnover tax; see note 2 to the table for 1965-
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C. Treatment of imports 

The turnover tax for retail sales (see A for explanation) is collected on 
importation only if the level of the commercial transaction corresponds to the 
conditions of retail sale in the country, i.e. it will no longer be possible -
according to the provisions in force - to collect this tax after importation. 

This applies to cases where corporations or individuals import, introduce 
or receive from abroad products intended for end-ccnsumption. In these cases, 
the tax is levied at the same rate as for retail sales in the country. The base 
of taxation is then the tariff basis determined in accordance with the Brussels 
Customs Value Convention increased by the customs duties. 

PART III - CHARGES 

In 1967 no change was made in Yugoslavia to the structure of indirect 
taxation. However, as from June 1968, two new taxes are being applied: 

1. A customs administration tax of 1 per cent prescribed by the law 
amending the law on customs tariffs - Official Journal of the F3R of Yugoslavia, 
No. 22, 5 June 1968; 

2. A special tax of 3 per cent to compensate the fiscal charge on imported 
products, prescribed by the special law published in the Official Journal of 
the F3R of Yugoslavia, No. 22, 5 June 1968. 

(See explanations in Annex III.) 
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Annex I 

ORGANIZATION OF SOCIAL SECURITY IN YUGOSLAVIA 

By virtue of the prescriptions regulating social insurance, members of the 
social welfare scheme enjoy specific rights to health protection and to a lump
sum payment and other cash payments should they be temporarily incapable of 
working, or for disability, old age and death. These rights are provided by 
means of sickness, disability and old age insurances. 

The social welfare scheme is founded on the principle of mutuality and 
solidarity of the members, with the aim of ensuring the resources and the rights 
to social security. Social welfare is organized and applied in conformity with 
the principle of self-administration by the insured members. They exercise 
their rights of self-administration within the framework of social welfare 
communities as self-administered organizations in the communes, republics and 
the Federation. Social welfare is compulsory and is financed from the contri
butions of fellow-workers. Members in the same category enjoy equal rights. A 
supplementary benevolent insurance can be introduced for certain rights and forms 
of protection which are not covered by the compulsory social insurance. The 
social welfare organs are the social insurance communities! the operations take 
place through social insurance institutes at the level of the commune, the 
republics, or the Federation. 

The social insurance communities in the communes, the republics and the 
Federation set up special institutions (social insurance institutes) which deal 
with social welfare: exercise of the rights of the members, administration of 
the resources of the funds, implementation of the decisions of the self-
administration organs, etc. 

The social insurance communities have the status of corporate bodies. 

The assemblies of the communities are the supreme organs of the social 
insurance communities. 

The social insurance communities are supreme self-administration organs, 
but their competence is defined by laws and regulations, which specify the extent 
of the guarantees to members and also the maximum contributions, in percentages, 
that can be claimed from the personal income of members. In this way, the 
members can check whether certain rights are being correctly applied. Moreover, 
because of the system of basic and supplementary contributions, the members in 
certain economic organizations have an interest in seeing that the contributions 
paid are utilized in the most rational way, since unreasonable expenditure of 
these resources leads to the necessity of paying, besides the compulsory basic 
contribution, a supplementary contribution on the income of the undertaking and 
thus on each of its employees and workmen. 
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Addendum to Annex I 

RESOURCES OF THE SOCIAL WELFARE FUNDS 

(millions of new dinars) 

Funds 

1964 - Total 

of which: 

1. Sickness insurance 

2. Disability and old-age 
insurance 

3. Family allowances 

1965 - Total 

of which: 

1. Sickness insurance 

2. Disability and old-age 
insurance 

3. Family allowances 

1966 - Toî al 

of which: 

1. Sickness insurance 

2. Disability and old-age 
insurance 

3. Family allowances 

Federal 

-

-

_ 

-

-

-

_ 

-

-

-

-

Republic 

4,320 

3,100 

1,220 

5,038 

3,870 

1,168 

6,323 

-

5,034 

1,289 

Commune 

2,830 

2,830 

3,798 

3,798 

4,307 

4,307 

Total 

7,150 

8,836 

10,630 
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•Annex II 

TARIFF ON THE TAX ON RETAIL SALES 

Product Rate 

Carded wool yarn tissues containing more than 
50-70 per cent of fine or coarse wool of a quality of 
more than A.3 microns, together with vicuna tissues 6$ 

Medicaments 10$ 

Tourist motor vehicles up to Din 30,000 12% 

All products intended for erid-consuaption, with the 
exception of the products indicated in the tariff for 

which tax exemption is provided 12.5$ 

Tourist motor vehicles from Din 30,000 to Din 50,000 20$ 

Building materials, steel angles and shapes, plate glass, 

cement, sawn-wood, carved-wood, parquet and ply-paperboard 20$ 

Playing cards 2A$ 

Jewellery (of metal, plastic, meerschaum, amber, 

glass, etc.) 25$ 

Tourist motor vehicles of more than Din 50,000 3^$ 

Perfumes and cosmetics 31$ 

Articles of all kinds manufactured wholly cr in part in 

precious metals A0$ 

Cigarettes of all kinds, chewing tobacco and snuff A8$ 

Pipe tobacco 72$ 

Varieties of cigarettes, special cigarettes and all 
kinds of cut tobacco, except pipe tobacco 280$ 
Cigarette paper A25$ 
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Federal Tax on Retai l Sales by Product Unit 

Products 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

Coffee, not roasted 

Coffee, roasted and ground 

Spirits 

Beer 

Special vanes and liqueurs 

Cigarettes 

Petroleum derivatives 
(motor spirit, petroleum, 
diesel oil, fuel oil, oil 
for aircraft and motors, 
mineral greases) 

Matches 

Table salt 

Tax base 

1 kg. 

1 kg. 

1 litre 
In terns of the 
percentage alcohol 
content: 
from 1.38% to 2% 

1 litre 

1 litre 

Packets of 20 

1 kg. net 

One box of 50 

1 kg. 

amount of tax in dinars 

2.5 

3.5 

0.6^ 

According to the pur
chase price from 
Din 2.03 to Din 19.5 

According to the quality 
from Din 0.89 to Din 1.8 

From Din 0.03 to Din 1.95 

0.09 

0.10 
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Annex III 

From June 1968, two now import taxes have been in force: 

1. a customs administration tax of 1 per cent prescribed by the law amending 
the law on customs tariffs (Official Journal of the FSR of Yugoslavia, No. 22, 
5 June 1968); 

2. a 3 per cent tax prescribed by the special law (Official Journal of the 
F3R of Yugoslavia, No. 22, 5 June 1968) with the object of compensating the 
fiscal charge resulting from the special contributions to which goods of domestic 
production are subject. 

The customs administration tax is levied at the rate of 1 per cent on all 
imported goods, on the tariff basis determined in accordance with the Brussels 
definition of the customs value. This tax was introduced for practical reasons. 
In the last ten years, Yugoslav imports of goods and the passenger traffic have 
been considerably increasing, which makes it more and more difficult to ensure 
an effective and rapid control in the customs services with the existing 
equipment and staff. To prevent this from interfering with the future development 
of the goods and passenger traffic and in order to fit out new frontier stations, 
the Yugoslav Government decided to have recourse to a new customs charge which 
will enable it to increase the funds required for the development of the customs 
services which are increasing with the expansion of trade and tourism in 
Yugoslavia. 

The tax to compensate the fiscal charge on nationally-produced goods is 
levied on all imported goods at a rate of 3 per cent en the same basis as that 
used for determining the customs duties. 

The production undertakings in Yugoslavia have to pay special contributions 
which have the same effect as indirect taxes. These charges make domestic goods 
less competitive with imported goods. The special contributions in question to 
be borne by the production undertakings are: 

- a contribution for eliminating the consequences of natural catastrophes 
(Skoplje); 

- a contribution for the development of power supply economics; 

- the interest on the value of the fixed capital intended for the development 
of the less-developed areas; 

- a contribution for the exploitation of water power. 

Consequently, the application of the new import tax of 3 per cent is 
intended only to ensure the same fiscal charge for national products and imported 
products. 


