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Abstract

The aim of this study is to examine the tax treatment of the intellectual
property rights in accordance with the income tax. It also highlights the im-
portance of people’s intellectual rights and financial returns; where such
incomes may be subject to taxation that will definitely create revenues for
the government treasury.

The study consists of three chapters including, the introductory chapter that
outlines the basic concepts and types of intellectual property rights, as well
as the general concepts and characteristics of taxes and goals of taxation
whether they were social, economic or political. In addition to the basics
that the legislator uses to assign the different taxation rules. It also defines
the taxation base that is used to state the taxes types that are imposed on the
taxpayer.

The first Chapter examines Tax treatment of intellectual property rights
within the domestic legislation of the income Tax Act; a comparative study
among Palestine, Egypt and Jordan. The provisions that have been applied
were based on the Palestinian income Tax Act No. 8 of 2011, the Egyptian
unified income Tax Act No. 91 of 2005 and the Jordanian income Tax Act

No. 34 of 2014. The intellectual property has been examined according to
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the tax treatment imposed on the profits of the professional services (non-
trade) and according to the Egyptian legislator, which states expressly that
the payment of these rights shall be made among the profits of the non-
trade professional services. On the one hand, both the Palestinian and Jor-
danian legislators have stated such acts among some legal texts that men-
tioned directly or indirectly the non-trade professional services.

Also this chapter introduces the intellectual property rights holders who are
subjected to non-trade professional services taxation, what conditions are
taken into consideration regarding the abidance of these intellectual proper-
ty rights holder, the revenues of the intellectual property rights holders
from practicing such professions and deducted costs and expenses from the
revenues of IPRs holders to reach the net income subject to tax were also
addressed.

The second Chapter examines the international tax treatment for the intel-
lectual property rights (royalties). It shed the light on such terms, its corre-
sponding services and the distinction between them and royalties. In addi-
tion to addressing the concept of law and the reasons behind the state of
double taxation and international efforts; whether dealt with in collective or
bilateral agreements. This addresses the double taxation phenomena along
with the international standards that are used to define the countries’ tax
sovereignty. Add to that, the double tax treatment’s technical foundations
for the intellectual property rights. The legislative scope of this chapter is
limited to the UN Model Convention for avoiding double taxation between

developing and developed countries. Also the Convention of the Prevention
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of Double Taxation and the Prevention of Tax evasion among the Arab
Economic Unity Council of the League of Arab States, as well as bilateral
Double Taxation Agreements between the countries in question (Palestine,
Jordan, Egypt).

This study proposes a number of results and recommendations includ-
ing,

1. The insufficiency of the Palestinian legislation in relevant with tax
treatment of intellectual property rights and the fact that it was not ex-
pressed or stated directly. Although the Palestinian legislature tried to
avoid this by the text of article 3, it was the duty of the Palestinian leg-
islature to make its explicit statement in the provisions of the articles on
intellectual property rights. We therefore recommend that the Palestini-
an legislature develop articles of a law on tax regulation for intellectual
property rights, thereby avoiding the loss of tax evasion for these rights
by the State Treasury, but also by the shortcomings of tax legislation

2. Intellectual property rights are based on intellectual innovation and in-
tellectual excellence. It is also based on the real work practice, ability
to, owning culture and experience. All of that integrate with the condi-
tions of the free professions, as confirmed in the instructions No. (3) of
2012 concerning the calculation of the tax on the monetary basis of any
eligible person of the free profession workers such as, self-employed
consultants, translators and artists. Thus, that the legislature's approach
is that the holders of intellectual property rights are self-employed

workers.



3. The dilemma of double taxation is originally derived from the sover-
eign concept of States, since each State has its own legal vision and
sovereignty with respect to taxation; regardless of the international ef-
forts and models that have good impacts in avoiding double taxation of
intellectual property rights (royalties). Thus, the best of these is the bi-
lateral agreements among countries. The Palestinian government is
recommended to sign such agreements with other countries, especially
those with international economic relations and trade

4. The term "royalty” in international agreements is made to treat double
taxation and it is used to reflect the word "intellectual property”. Itis
worth mentioning that, most international agreements give the taxation
right to the home country (the beneficiary's home) along with some ex-

ceptions.



