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On its face, a tax exemption constitutes an exception to the Institute
rule of taxation. Within public financial law, however, a tax Vol. 1 | No. 1 | Spring & Summer 2026
exemption is not merely a forgone collection of public bl L
revenue; it may instead represent a form of hidden public www.jftlillrc.ac.ir
expenditure that, rather than being recorded as a budget line DOI:

10.22034/ft1.2026.737610

item, is concealed within the tax system itself. Exemptions,

zero rates, tax credits, base deductions, remissions, and tax
preferences, although they take the outward form of a
reduction or elimination of tax liability, function—in terms
of their fiscal, distributive, and institutional effects—in a
manner similar to public expenditure, since the state, by
forgoing public revenue, thereby extends support to a
particular group, activity, region, or sector. The central
problem addressed by this article is whether tax exemptions Q¥

under Iranian law should be regarded merely as scattered


https://www.illrc.ac.ir/
https://orcid.org/0000-0002-9334-9644
https://jftl.illrc.ac.ir/?lang=en
https://jftl.illrc.ac.ir/?lang=en
https://www.illrc.ac.ir/
https://www.illrc.ac.ir/
http://www.jftl.illrc.ac.ir/
http://www.jftl.illrc.ac.ir/
https://doi.org/10.22034/jftl.2026.737610
https://doi.org/10.22034/jftl.2026.737610
https://doi.org/10.22034/jftl.2026.737610
https://jcl.illrc.ac.ir/?lang=en
https://jcl.illrc.ac.ir/?lang=en
https://www.illrc.ac.ir/
https://www.illrc.ac.ir/
http://www.jcl.illrc.ac.ir/
https://doi.org/10.22034/law.2025.2043609.1469
https://jftl.illrc.ac.ir/?lang=en

statutory privileges, or whether they may instead be brought
within the concept of "tax expenditures" and thereby made
subject to the principles of budgetary inclusion,
transparency, tax justice, institutional accountability, and
effectiveness evaluation. The article's hypothesis is that
explicit statutory authorization is a necessary condition for
the validity of a tax exemption, but is not sufficient for its full
legitimacy within public financial law. Where a tax
exemption results in a reduction of public revenue and
confers a benefit on particular beneficiaries, it must, beyond
its statutory basis, possess a clear public purpose, an estimate
of the revenue forgone, a defined duration or review
requirement, an assessment of its distributive effects, and an
accountable responsible institution. From this perspective,
the principle of the legality of taxation must be extended to
encompass a corresponding principle of the legality,
transparency, and accountability of the non-collection of
tax. Employing a descriptive-analytical method and a public
financial law approach, the present article accordingly
moves the treatment of tax exemption beyond that of a mere
technical tax ruling, and reexamines it in relation to budget
law, parliamentary oversight, tax justice, and the state's

responsibility in the allocation of public resources.

Keywords: tax expenditures; tax exemption; budgetary

transparency; fiscal accountability; tax justice
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