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Jurisdiction to Tax - Source Jurisdiction [Territorial Concept]

* Source jurisdiction for tax purposes means that a country (let's assume it's your
country) taxes non-resident individuals and corporations on income generated
within that country (i.e., from your country).

* In principle, this tax regime is aimed at income derived by non-residents from the
sale of goods, services, property or other resources to customers in your country,
or income derived by non-residents from the use of goods, services, property or
other resources by those customers.
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Jurisdiction to Tax - Source Jurisdiction [Territorial Concept]

* This concept can be illustrated as follows:

Proceeds derived
from your home
Country

Import of goods, services,
property or other resources

it's your
Y Overseas

country

Payments to foreigners
= Income earned by foreigners
in your country
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Jurisdiction to Tax - Source Jurisdiction [Territorial Concept]

The tax benefit hypothesis, in brief, provides the economic reason for taxing
income earned in your home country. Because of its relationship to the economic
activity that generates that revenue, your government taxes income derived from
it.

* To put it another way, there is a
clear and unmistakable link =
between your country and the
economic activity that provides
the income.
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Jurisdiction to Tax - Source Jurisdiction [Territorial Concept]

In other words, if your country provides public services (such as roads and other
infrastructure, police and defence forces, legal institutions and their administration,
and so on) that benefit non-residents and thus allow them to engage in income-
generating economic activities, your country will tax the income generated within
its jurisdiction.

In this respect, the tax represents a contribution to the cost of these public —|
services.

As a result of the benefit hypothesis underpinning source-based taxes, a non-

resident must have some sort of presence or activity in your nation (such as A
investing in your country) in order to profit from the government's public services. .
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Jurisdiction to Tax - Source Jurisdiction [Territorial Concept]

* This rationale explains why tax treaties require non-resident taxpayers to establish a
"permanent establishment” in your home country in order for your home country =
to tax the non-resident's income derived from your home country.

* |t follows logically that a non-resident who merely exports goods or services from
abroad to your country will not be liable for tax in your country on the income
derived from those export sales (although the income is still derived from your
country), since the mere export of goods or services by a non-resident to your
country does not require any form of presence or other involvement of the non-
resident exporter in your country.

* Thus, the non-resident exporter does not benefit from the public facilities of your
country and is not required to contribute to the cost of those public services. B
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When you apply the content in our videos and publications as a reference, you need to:
check the information contained therein whether it’s up-to-date, accurate and complete, and

seek your own independent professional advice, this is because the scope and extent involved
in each individual case is different.
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