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The Impact of Income Tax Law Rectified 2014&2015 to Encourage
Investment and its Role to Achieve Tax-Justice
By
Ayman Saber Jaradat
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Dr. Sameh Atoot
Abstract

This study explored the amendments made on Resolution number 8
for the year 2011 related to income tax in Palestine, according to
Resolution number 4 for the year 2014 and Resolution number 5 for the
year 2015, and the effect these amendments have on the investment

environment in Palestine, in addition to its role in achieving tax justice.

The study aimed at studying, examining and analyzing these
amendments from theoretical, practical and statistical perspectives in an
effort to find out the extent to which these applied amendments fulfill the
economic and social goals targeted by the tax legislations, and the benefits
they offer to all tax payers in general and to the economic and social

sectors in particular.

In order to achieve this goal, the researcher referred to some related
literature and previous studies, in addition to the descriptive analysis
conducted for the issued resolution, which were issued in order to amend
the original law. Furthermore, the researcher conducted some interviews
with experts in the field and those related to the applied amendments.
Moreover, the researcher designed a questioner, which was reviewed and
verified by experts in the field, and then distributed it and analyzed its

results.

Based on this study, the researcher came out with the below results:

b



In relation to economic aspects and encouraging investment:

The regulators decision to exempt dividends and profits resulting from
bods as part of the investment package, and thereby making shares and
subscription bonds subject to tax, shows that the applied amendment
contradicts with the economic goals, and does not encourage investments
inside Palestine. In addition, the researcher concluded that imposing 10%
on the profits of joint stock companies, whether in the form of dividends or
cash dividends results in a duplication in taxation since the tax is deducted
from these profits and then deducting it in the form of deduction at source
upon its distribution. As a result, this amendment will certainly result in a
sense of injustice related to tax payment, and thus the immigration of local
investments to other international markets, and will lead to an increase in

tax evasions and tax related disputes.
As for the social aspects:

The study concluded that the exception related to end of service reward,
which are paid according to the regulations applied for workers in
Palestinian universities, with a limit not exceeding two month for each year
of service rather than one month, resulted in a gap between Palestinians
supporting these regulations and others requesting that similar exception
should be applied to engineers, doctors and workers in other important
sectors. Therefore, this results in creating an atmosphere of discomfort
when it comes to commitment to paying taxes. In addition, increasing the
annual exception limit for accommodation to 6,000 Shakles per year and
expanding tax segments serves the benefit of those with high income rather
than those of low income, which makes the tax lose its social goal which is

redistributing incomes between the rich and the poor.



Upon conducting the statistical analysis for the questioner that was
distributed to the study sample, the study came out with the following

results:

The section related to the degree of effect the amendments applied on the
income tax during the years 2014-2015 and their effect in encouraging
investment and its role in achieving tax justice from the perspective of
taxation commissioners in Hebron, Nablus and Ramallah Governorates was
large, it was one of the most paragraphs to get large approval, which is
(those benefiting from expanding the tax segments are individuals with
high income, and collecting taxes in the percentage of (10%) on profits
resulting from financing programs to encourage small companies is
considered an amendment which achieves tax justice, and expanding tax

segments is considered an amendment which achieves tax justice.

As for the paragraphs that had the lowest number of responses, they were
those regarding whether the employees of the Tax Department are familiar
with, are fully acquainted and have good experience in the trades field
which are considered a part of the investment portfolio or not. In addition
to the clause related to excluding telecom companies and other companies
who have privileges or monopoly contracts in the Palestinian market from
the clause related to decreasing the percentage of income tax by 15%, and
subjecting them to a 20% contributes to the encouragement of investment.
In addition to the clause related to tax reconciliation in the amount of 10%
from profits, whether in the form of profit shares or cash distribution, and
deducting these amounts from the source, is not considered a legal act.
There is no statistically significant differences at the level of significance
(0=0.05) between the averages of the responses of the study sample
regarding the effect of the amendments applied to the income tax law

during the years 2014-2015 on the encouragement of investment and its
d



role in achieving tax justice from the perspective of taxation commissioners
in Hebron, Nablus and Ramallah Governorates is attributed to the

governorate variable.

Results also show that there is no statistically significant difference at the
level of significance (0=0.05) between the averages of responses of the
study sample regarding the effect of the amendments applied to the income
tax law during the years 2014-2015 on the encouragement of investment
and its role in achieving tax justice. Furthermore, there is no statistically
significant difference at the level of significance (0=0.05) between the
averages of responses of the study sample that are attributed to the level of
education, and there is no statistically significant difference at the level of
significance (0=0.05) between the averages of responses of the study

sample that are attributed to the years of experience.

Based on the results of the study, the researcher recommends that it
iIs essential for the taxation project to provide banks with a clear
mechanism for recording expenses related to the profits of facilities and
loans offered to small companies, in addition to revising the amendments
related to economic exemptions, specifically working on exempting profit
shares rather than making them subject to tax in order to avoid any
duplication in taxation, to avoid the increase in the rates of tax evasions and
the immigration of local investments. Furthermore, it is very essential to
explain the technical procedures required in reducing expenses related to
the new exemption rules mentioned in the amendments, in addition to
conducting the levels of change in the cost of living and defining the tax
segments in a way that benefits those with low incomes, taking into
account the cost ability for individuals with high income. Finally, the

researcher recommends that it is very important to consider other important



segments of the society, such as doctors, engineers and other segments who

are requesting more tax-related privileges.






