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On Imposition of Individual Income Tax on Fruits

Resulting from Unauthorized Possessions
Weng Wuyao, Xue Haotian

Abstract: Imposition of individual income tax on fruits resulting from unauthorized possessions
involves basic issues concerning the tax law such as the relationship between the civil law and the
tax law, application of the ability-to-pay principle to the definition of objects of taxation and attri-
bution of objects of taxation. Due to the precedence of the civil law over the tax law, the close re-
lationship between them and the unity of the legal order, the provisions of the civil law for fruits
resulting from unauthorized possessions are the basis for the subsequent taxation. There exist
differences of provisions of individual income tax law about whether natural and legal fruits should
be taxable, and there is no unified regulation on the identification of taxpayer in the case where
someone without the ownership occupies a house and rents it out. From the theoretical point of
view, the ability-to-pay concerning objects of taxation is not only manifested as a gain of net
wealth, but also includes considerations of realization in the market. For the recognition of attri-
bution of objects, following “ownership in the private law” should be the general principle and
“actual attribution” works as the supplement, so that both the coordination between the tax law
and the civil law and the implementation of the ability-to-pay principle will be taken into consider-
ation. Therefore, it is necessary to further study the new Chinese Individual Income Tax Law
and to perfect the rules of taxable income, attribution of objects and tax collection.

Key words: individual income tax; unauthorized possession; f{ruits; ability-to-pay; taxable

income; attribution of objects of taxation
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