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Abstract

Modern tax systems, beyond their traditional function of
generating revenue for the public treasury, are recognized as
fundamental instruments of public law and redistributive
policy for regulating the economic structure, mitigating
income inequality, and ensuring social solidarity.
Nevertheless, the longstanding dominance of the "source-
based" model within Iran’s Direct Taxation Act—owing to
the abstraction of distinct categories of income (salaries,
business income, real property, and capital gains), the
absence of an aggregate assessment of real ability to pay, and
the granting of source-based, untargeted exemptions—has
resulted in a pronounced divergence from the standards of
"horizontal equity" (the imposition of an equal tax burden on
individuals of equal economic capacity) and "vertical equity"
(the application of progressively effective rates to higher-

income earners). This qualitative-documentary study,
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employing a four-layered analytical framework (normative
identification, scope of coverage, the adequacy of
adjustment instruments, and the assurance mechanisms of
data governance), assesses the capacities and challenges
attending the transition to a "comprehensive income tax"
system within Iran's legal and institutional context. The
study's findings indicate that, although the current system
should be characterized as a "modified source-based
system"—one in which measures such as the database
established under Article 169 bis of the Direct Taxation Act
(as amended in 1394 [2015/2016]) and the systems
established under the Act on Sales Terminals and the
Taxpayers' System (adopted in 1398 [2019 /2020 ]) have laid
the initial groundwork for a data-driven approach—the
realization of substantive tax justice nonetheless requires a
structural reworking of the legislation, a precise
differentiation among the legal institutions of "refundable
tax credits,” "allowable subsistence expenses,” and
"economic exemptions," and a balancing of the state's tax-
collection authority against taxpayers constitutional
guarantees, such as financial privacy (Article 22 of the

Constitution) and fair tax adjudication.

Keywords: tax justice, comprehensive income taxation,
ability to pay, horizontal and vertical equity, tax credit,

Article 169 bis, taxpayers' rights
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