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Abstract

This study investigated the income tax system &hddcounting in Gaza Strip
and Palestinian territories, the impact of taxegh@economic reality in the period
from 1987-2004, that period covered the Israeliupation and Palestinian National
Authority (PNA).

The importance of this research stems from thetfadtit helps the tax-payers
to know their rights by being aware about the pssaa&f tax investigation, it helps the
employees working in the field of taxation suchtas inspectors to evaluation their
performance from the tax-payers' point of views ahd tax accountants, the
Palestinian Authority Officials aspire to includeetincome tax in the Palestinian
budgetary system, the income tax should be expldade the benefit of the people's
prosperity. This study has served the scientifseagch in the filed of tax accounting,
tax investigation and estimation procedures in G8#@ and in the Palestinian
territories based on the fact that there are femies done in the field.

This study aimed at investigating tax investigatargl estimation, the applied
tax laws, mechanism for levying taxes, tax revenaed principles of accounting the
extent of confidence between the tax-payers, axafia Department, the amount of
levied tax, the extent to which the tax revenues participate in the general
budgetary system of Palestinian Authority, the iotpaf these revenues on the
Palestinian economic conditions.

The study has tested the following hypotheses;

The first hypotheses: The Israeli tax policy ind3@ihian occupied territories did
not comply with the sound accounting principlehas complicated the process of tax
estimation and investigation, it did consider tloeirsl accounting principles use for
preparation of financial statements when it conegdtimation and calculation of
taxes concerning payers.

The second hypotheses: The income tax in the Ga#za IS estimated and
calculated according to principles of tax laws whiack the legal basis as has been
inherited from the British Mandate then later byeBanian Authority which tried to
modify it.

The third hypotheses: The accounting procedures,et@mpt, tax reduction
under Palestinian Authority has been modified fog benefit of tax-payers but its
amount and value are far from the socio-econommdition of the tax-payers.

The fourth hypotheses: The tax policy in the (NA#A)s contributed in the
promotion of tax accounting and has gradually imptb the tax estimation and
investigation, reduced the tax prices and tax lenocedures, offered tax-exempt for



investment projects, participated in the incredasgross tax revenues and the Gross

Domestic Product (GDP).

The Fiveth hypotheses: The gradual improvemerdomfidence between the
tax-payers and taxation department under the RabestAuthority has minimized tax
evasion through lifting the tax burden from the-payers and reducing the collection
of taxes, paying attention on Account books preparecording the principles and
financial statements.

The research has arrived at the following results:

1. The tax policy during Israeli occupation did nothgay with good accounting
principles needed for preparation of financial exta&nts concerning tax-payers
when it comes to estimation and calculation of $axe most cases, the records
and account books of tax-payers were rejected. Puattices are still affecting
the economic condition of Palestinian people.

2. The applied tax policy in Gaza strip has been wapoduring British Mandate,
more than five decades, this policy did not sug Bralestinian reality where taxes
account for 48% progressively for the individuat-fzayers while the joint stock
companies account for 37.5% at fixed rates.

3. The tax-exempt during Palestinian Authority did nohsider the socio-economic
conditions of the tax-payers amidst the risinggsiand meager salaries.

4. the tax policy of (PNA) has participated in the mpadion of Accounting
Profession and has gradually improved the tax tiy&son and estimation and
tax-exempt and reduction of taxes have encourdgethvestment projects.

5. The development of organizational structure, imprognt in the procedures of
tax estimation and collection, adoption of seliraation forms have participated
in boosting confidence of tax inspectors and redheeincome tax revenues in
supporting the current expenses of the Palesthualget.

The study has come up with the following recommendi@ns:

1. There is a need to reconsider the existing tax ,lawsssue new tax law taking
into account the Palestinian situation.

2. The productive and economic sectors should ppédieiin the formulation of tax
policies and administrative development of the tiaxadepartment.

3. to enlighten the tax-payers on taxation so as téabeliar with tax investigation
and estimation, there is a need to prepare accdurdacial statements according
to accounting principles in the light of tax laws.

4. There is a need to fight tax evasion through punéstit, to device an overall
system to evaluate the performance of income tgard®ment in the Palestinian
territories.
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Accounting of Income Tax System and its Effect on the

State of Economy in Gaza Strip:
AComparative Study of Israeli occupation and the Palestinian National
Authority Eras (1987-2004)
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