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Article VI

INDIRECT TAXES ON LOCAL PRODUCTION

1. The Israel and the Palestinian tax administrations will levy and collect VAT and

purchase taxes on local production, as well as any other indirect taxes, in their
respective areas.

2. The purchase tax rates within the jurisdiction of each tax administration will be identical '
as regards locally produced and imported goods.

3. The present Israeli VAT rate is 17% The Palestinian VAT rate will be 15% to 16%.

4 The Palestinian Authority will decide on the maximum annual turnover for businesses

under its jurisdiction to be exempt from VAT, within an upper limit of 12,000 US §.

5. The VAT on purchases by businesses registered for VAT purposes will accrue to the
tax administration with which the respective business is registered.

Businesses will register for VAT purposes with the tax administration of the side of
their residence, or on the side of their ongoing operation,

There will be clearance of VAT revenues between the Israeli and Palestinian VAT
administrations on the following conditions :

a. The VAT clearance will apply to VAT on transactions between businesses
registered with the VAT administration of the side in which they reside.

b. The following procedures will apply to clearance of VAT revenues accruing from
transactions by businesses registered for VAT purposes :

(1) To be acceptable for clearance purposes, special invoices, clearly marked

for this purpose, will be used for transactions between businesses registered
with the different sides.

(2) The invoices will be worded either in both Hebrew and Arabic or in English
and will be filled out in any of these three languages, provided that the
figures are written in "Arabic" (not Hindi) numerals.

(3) For the purpose of tax rebates, such invoices will be valid for six months
from their date of issue.




Bt

(4) Representatives of the two sides will meet once a month, on the 20th day
of the month, to present each other with a list of invoices submitted to
them for tax rebate, for VAT clearance. This list will include the following
details regarding each invoice :

(a) The number of the registered business issuing it
(b) The name of the registered business issuing it ,
(¢) The number of the invoice ;

(d) The date of issue ;

(e) The amount of the invoice ,

(f) The name of the recipient of the invoice.

(5) The clearance claims will be settled within 6 days from the meeting,
through a payment by the side with the net balance of claims against it, to
the other side.

(6) Each side will provide the other side, upon demand, with invoices
for verification purposes. Each tax adminsitration will be responsible for '
providing invoices for verification purposes for 6 months after
receiving them.

(7) Each side will take the necessary measure to verify the authenticity of the
invoices presented to it for clearance by the other side.

(8) Claims for VAT clearance which will not be found valid will be deducted
from the next clearance payment.

(9) Once an inter-connected computer system for tax rebates to businesses and
for VAT clearance between the two sides is operational, it will replace the
clearance procedures specified in sub-paras (4) - (8).

(10) The two tax administrations will exchange lists of the businesses registered
with them and will provide each other with the necessary documentation, if
required, for the verification of transactions. .

(11) The two sides will establish a sub-committee which will deal with the
implementation arrangements regarding the clearance of VAT revenues set
above.

VAT paid by not-for-profit Palestinian organizations and institutions, registered by
the Palestinian Authority, on transactions in Israel, will accrue to the Palestinian tax
administration. The clearance system set out in para 5 will apply to these
organizations and institutions.
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Annex 1V
Article V

INDIRECT TAXES ON LOCAL PRODUCTION

The Israel and the Palestinian tax administrations will levy and collect VAT and
purchase taxes on local production, as well as any other indirect taxes, in their
respective territorial jurisdictions.

The purchase tax rates within the jurisdiction of each tax administration will be identical
as regards locally produced and imported goods.

The present Israeli VAT rate is 17%. The Palestinian VAT rate will be [1.16%]
[P. 15%].

The Palestinian Authority will decide on the maximum annual turnover for businesses
under its jurisdiction to be exempt from VAT, within an upper limit of 12,000 US §.

The VAT on purchases by businesses registered for VAT purposes will accrue to the
tax administration with which the respective business is registered.

Businesses will register for VAT purposes with the tax authority of the side of their
residence.

There will be clearance of VAT revenues between the VAT administrations of Israel
and the Palestinian Authority, on the following conditions -

a. The VAT clearance will apply to VAT on transactions between businesses
registered with the VAT authority of the side in which they reside.

b. The following procedures will apply to clearance of VAT revenues accruing from
transactions by businesses registered for VAT purposes :

(1) To be acceptable for clearance purposes, special invoices, clearly marked
for this purpose, will be used for transactions between businesses registered
with the different sides.

(2) The invoices will be worded either in both Hebrew and Arabic or in English
and will be filled out in any of these three languages, provided that the
figures are written in "Arabic” (not Hindi) numerals.

(3) For the purpose of tax rebates, such invoices will be valid for six months
from their date of issue.



(4) Representatives of the two sides will meet once a month, on the __ th day
of the month, to present each other with a list of invoices submitted to
them for tax rebate, for VAT clearance. This list will include the following
details regarding each invoice :

(a) The number of the registered business issuing it ;
(b) The name of the registered business issuing it |
(¢) The number of the invoice ;

(d) The date of issue ,

() The amount of the invoice |

(N The name of the recipient of the invoice.

(5) The clearance claims will be settled within___ days from the meeting
through a payment, by the side with the net balance of claims against it, to
the other side.

(6) Each side will provide the other side, upon demand, with invoices
for verification purposes. Each tax authority will be responsible for
providing invoices for verification purposes for 6 months after
receiving them.

(7) Each side will take the necessary measure to verify the authenticity of the
invoices presented to it for clearance by the other side.

(8) Claims for VAT clearance which will not be found valid will be deducted
from the next clearance payment.

(9) Once an inter-connected computer system for tax rebates to businesses and
for VAT clearance between the two sides is operational, it will replace the
clearance procedures specified in para (4) - (8).

(10) The two tax administrations will exchange lists of the businesses registered
with them and will provide each other with the necessary documentation, if
required, for the verification of transactions.

(11) The two sides will establish a sub-committee which will deal with the
implementation arrangements regarding the clearance of VAT revenues set

above.

VAT paid by not-for-profit Palestinian organizations and institutions, registered by
the Palestinian Authority, on transactions in Israel, will accrue to the Palestinian tax
administration. The clearance system set out in para 5 will apply to these
organizations and institutions,
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Annex IV
Article V

INDIRECT TAXES ON LOCAL PRODUCTION

The Israel and the Palestinian tax administrations will levy and collect VAT and
purchase taxes on local production, as well as any other indirect taxes, in their
respective territorial jurisdictions.

The purchase tax rates within the jurisdiction of each tax administration will be identical
as regards locally produced and imported goods.

The present Israeli VAT rate is 17%. The Palestinian VAT rate will be [1.16%]
[P. 15%].

The Palestinian Authority will decide on the maximum annual turnover for businesses
under its jurisdiction to be exempt from VAT, within an upper limit of 12,000 US §.

The VAT on purchases by businesses registered for VAT purposes will accrue to the
tax administration with which the respective business is registered,

Businesses will register for VAT purposes with the tax authority of the side of their
residence.

There will be clearance of VAT revenues between the VAT administrations of Israel
and the Palestinian Authority, on the following conditions :

a. The VAT clearance will apply to VAT on transactions between businesses
registered with the VAT authority of the side in which they reside.

b. The following procedures will apply to clearance of VAT revenues accruing from
transactions by businesses registered for VAT purposes :

(1) To be acceptable for clearance purposes, special invoices, clearly marked
for this purpose, will be used for transactions between businesses registered
with the different sides.

(2) The invoices will be worded either in both Hebrew and Arabic or in English
and will be filled out in any of these three languages, provided that the
figures are written in "Arabic" (not Hindi) numerals.

(3) For the purpose of tax rebates, such invoices will be valid for six months
from their date of issue.

o®




(4) Representatives of the two sides will meet once a month, on the ___ th day
of the month, to present each other with a list of invoices submitted to
them for tax rebate, for VAT clearance. This list will include the following
details regarding each invoice :

(a) The number of the registered business issuing it ;
(b) The name of the registered business issuing it ;
(c) The number of the invoice ;

(d) The date of issue ,

(e) The amount of the invoice ;

(f) The name of the recipient of the invoice.

(5) The clearance claims will be settled within days from the meeting
through a payment, by the side with the net balance of claims against it, to
the other side.

(6) Each side will provide the other side, upon demand, with invoices . ‘
for verification purposes. Each tax authority will be responsible for . |
providing invoices for verification purposes for 6 months after

receiving them. .

(7) Each side will take the necessary measure to verify the authenticity of the
invoices presented to it for clearance by the other side.

(8) Claims for VAT clearance which will not be found valid will be deducted
from the next clearance payment.

(9) Once an inter-connected computer system for tax rebates to businesses and
for VAT clearance between the two sides is operational, it will replace the
clearance procedures specified in para (4) - (8).

(10) The two tax administrations will exchange lists of the businesses registered
with them and will provide each other with the necessary documentation, if
required, for the verification of transactions.

(11) The two sides will establish a sub-committee which will deal with the

implementation arrangements regarding the clearance of VAT revenues set .
above.

6. VAT paid by not-for-profit Palestinian organizations and institutions, registered by
the Palestinian Authority, on transactions in Israel, will accrue to the Palestinian tax
administration. The clearance system set out in para 5 will apply to these
organizations and institutions.
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Annex IV
Article V

INDIRECT TAXES ON LOCAL PRODUCTION

The Israeli and the Palestinian tax administrations will levy and collect
VAT and purchase taxes on local production, as well as any other indirect
taxes, in their respective territorial jurisdictions.

[P. The jurisdiction of the Palestinian tax administration covers the whole
West Bank and Gaza Strip].

[I. The jurisdiction of the Palestinian tax administration will cover first
the Gaza Strip and Jericho Area and later also the rest of the West Bank
according to the Interim Agreement and the DOP].

2. The present Israeli VAT rate is 17%. The Palestinian VAT rate will be

[L. between 16%-17% ] [P. between 15%-16%].

The Palestinian Authority will decide on the maximum turnover for
businesses under its jurisdiction to be exempt from VAT, which
will not exceed that in Israel.

The VAT on purchases by businesses registered for VAT purposes will
accrue to the tax administration with which the respective business is registered.

There will be clearance of VAT revenues between the VAT administrations
of Israel and the Palestinian Authority, on the following conditions

a. The VAT clearance will apply to VAT on transactions between
businesses registered with the VAT authority of the side in which
they reside, and only to transactions over 500 NIS. This cut-off sum
may be reconsidered later by a joint sub-committee on VAT matters.

b. The principle of VAT revenue clearance will not apply to purchases by
final consumers.

¢. The following procedures will apply to clearance of VAT revenues
accruing from transactions by businesses registered for VAT purposes:

(1) To be acceptable for clearence purposes, special invoices, clearly
marked for this purpose, will be used for transactions between
businesses registered with the different sides.

(2) The invoices will be worded either in both Hebrew and Arabic or
in English and will be filled out in any of these three languages, provided
that the figures are written in "Arabic" (not Hindi) numerals.
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(3) For the purpose of tax rebates, such invoices will be valid
for six months from their date of issue.

(4) Representatives of the two sides will meet once a month
to present invoices submitted to them for tax rebate,
for VAT clearence.

(5) The clearance claims will be settled through a payment, by the
side with the net balance of claims against it, to the other side.

(6) Each side will take the necessary measure to verify the
authentity of the invoices presented to it for clearance by
the other side.

(7) Claims for VAT clearance which will not be found valid will be
deducted from the next clearance payment.

(8) Once an inter-connected computer system for tax rebates to .
businesses and for VAT clearance between the two sides is
operational, it will replace the clearance procedures
specified in para (4) - (7).

(9) The two tax administrations will exchange lists of the businesses
registered with them and will provide each other with the necessary
documentation, if required, for the verification of transactions.

(10) The two sides will establish a sub-committe which will deal
with the implementation arrangements regarding the clearance
of VAT revenues set hereforth.

5. [P. VAT paid by other Palestinian organizations and institutions on
transactions in Israel will accrue to the Palestinian tax administration. ]

[1. Israel will examine this question.] .

6. The purchase tax rates within the jurisdiction of each tax administration
will be identical as regards locally produced and imported goods.
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CT TAXES ON LOCAL PRODUCTION

The Israeli and the Palestinian tax administrations will TJlevy and
collect VAT and purchase taxes on local production, as well as any other
indirect taxes, in their respective territorial jurisdictions.

[P. The jurisdiction of the Palestinian tax administration covers the

whole West Bank and Gaza Strip].
(1. jurisdiction of the Palestinian tax administration will cover

firstVthe Gaza Strip and Jericho Area and later also the rest of the
West cFank according to the time-table set in the DOP or otherwise
agreed).

The present Israeli VAT rate is 17%. The Palestinian VAT rate will be
within the range of ——40—— meo| lecs 4how ﬁ_:b;{] [P- 1s).] .

The VAT on purchases by business firms registered for VAT purposes will
accrue to theyadministration of \the firm making the purchase.

1,{)‘ with u,i\i.llr'hi*\ ovér "
The two sides will agree on a set of procedures for effecting the
necessary clearance of VAT revenues accruing from transactions by
business firms registered for VAT purposes from both sides.

(P. Both sides agree that on the issue of the clearance of the
outstanding balance of VAT revenue accruing to the Palestinian side the
following arrangements will be used:

a. Outstanding balance of VAT revenue accruing from local business
firms registered for VAT purpose, organizations and institutions’
transactions will be cleared within a time frame up to the time
period applied in the Israeli VAT system.

b. The VAT on transaction by dindividuals will accrue to the tax
administration of the place of residence of that individual.
Revenues accruing from local transactions of the final consumer
will be cleared given that both sides agree to an acceptable system
identifying the transaction].

(I. The payment of the balance of VAT revenues cleared in
accordance with the procedures refferd to above will follow the
time schedules affective in Israel, subject to the arrangements
reached in the sub-committee for the solution of the relevant
technical problems. The sub-committee will conclude its work within
a period of six months from the entry into force of this
agreement.

The principle of VAT revenue clearance should not apply to
purchases of final consumers, both as a matter of principal and in
view of implementation difficulties.]



[P. VAT paid by other Palestinian organizations and institutions on
transactions in Israel will accrue to the Palestinian tax
administration.]

[I. Israel will examine this question]
l |¢4 1 M'g._'_J_]J
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The purchase tax rates ELie:minndliy;eath'tax administration within—its
Jurisdiction- will be identical as regards locally produced and imported
goods.
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Annex IV
Article V

INDIRECT TAXES ON LOCAL PRODUCTION

1. The Israeli and the Palestinian tax administrations will levy and collect
VAT and purchase taxes on local production, as well as any other indirect
| taxes, in their respective territorial jurisdictions.

[P. The jurisdiction of the Palestinian tax administration covers the whole
West Bank and Gaza Strip].

[I. The jurisdiction of the Palestinian tax administration will cover first
the Gaza Strip and Jericho Area and later also the rest of the West Bank

according to the_tjm&iahl&.get in the Dﬂpjﬂrmgthegszﬁ"agrﬁﬂdL
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2. The present Israeli VAT rate is 17%. The Palestinian VAT rate will be
not less than [I. 16%) [P. 15%).

3. The VAT on purchases by business firms registered for VAT purposes will
accrue to the tax administration with jurisdiction over the firm making the
purchase.

The two sides will agree on a set of procedures for effecting the necessary
clearance of VAT revenues accruing from transactions by business firms
registered for VAT purposes.
@d?A X
(2’ [P. Both sides agree that on the issue of the clearance of the outstanding
balance of VAT revenue accruing to the Palestinian Authority the following
arrangements will be used:

a. Outstanding balance of VAT revenue accruing from local business firms
registered for VAT purpose, organizations and institutions



transactions will be cleared within a time frame up to the time period
applied in the Israeli VAT system.

b. The VAT on transactions by individuals will accrue to the tax

administration of the place of residence of these individuals.
Revenues accruing from local transactions by the final consumer will
be cleared given that both sides agree on an acceptable system
identifying the transaction).
[I. The payment of the balance of VAT revenues cleared in accordance
with the procedures refferd to above will follow the time schedules
affective in Israel, subject to the arrangements reached in the
sub-committee for the solution of the relevant technical problems. The
sub-committee will conclude its work within a period of six months
from the entry into force of this agreement.

The principle of VAT revenue clearance should not apply to purchases
by final consumers, both as a matter of principle and in view of
implementation difficulties,)

[P. VAT paid by other Palestinian organizations and institutions on
transactions in Israel will accrue to the Palestinian tax administration.)

[I. Israel will examine this question.]

The purchase tax rates within the jurisdiction of each tax administration
will be identical as regards locally produced and imported goods. The
purchase tax rates will be identical in Israel and in the Gaza Strip and
Jericho Area except for the rates on goods on list B refferd in Annex IV
Article II if the Palestinian Authority decides on different rates. =
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Annex IV
Article V

INDIRECT TAXES ON LOCAL PRODUCTION

1. The Israeli and the Palestinian tax administrations will levy and collect
VAT and purchase taxes on local production, as well as any other indirect
taxes, in their respective territorial jurisdictions.

[P. The jurisdiction of the Palestinian tax administration covers the whole
West Bank and Gaza Strip].

[1. The jurisdiction of the Palestinian tax administration will cover first ‘
the Gaza Strip and Jericho Area and later also the rest of the West Bank
according to the Interim Agreement and the DOP]. .

2. The present Israeli VAT rate is 17%. The Palestinian VAT rate will be
not less than [I. 16%] [P. 15%].

A go 1'1{' ¥ a :
3. The VAT on purchases by hu&ums-ﬁ;mreglsterad for VAT purposes will (\MN;
accrue to the tax administration with jurisdiction over the ﬁnT making the el
purchase, o '{wa‘aﬁﬁj the service - . n}i‘n iL{

The two sides will agree on a set of procedures for effecting the necessary
clearance of VAT revenues accruing from transactions by business-fisms- daa Loy
registered for VAT purposes.

. The payment of the balance of VAT revenues cleared in accordance
with the procedures ref?‘eﬁ“tn above will follow the time schedules
affective in Israel, subject to the arrangements reached in the lfcn yeed w iﬁmx_'l .
sub-committee for the solution of the relevant technical pmblems The
sub-committee will conclude its work within a period of six months
from the entry into force of this agreement.

wll

The principle of VAT revenue clearance should not app]y to purchases
by final consumers, both-as-a-matter of principle and in view of

-implementation difficulties. }

[P. Both sides agree that on the issue ie of the clearance of the outstanding
haln_::?f' VAT revenue accruing 1o the Palestinian Authﬂ[‘]l_}’ the following
a ements will be used:

a. Outstanding balance 0% revenue accruing from local business firms
registered for VAT pifrpese, organizations and institutions’'
transactions will be cleared within a time frame up to the time period
applied in thgl’ﬁraeli VAT system,
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INDIRECT TAXES ON LOCAL PRODUCTION
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( rate is 17%. The Palestinian,rate will be within the range of 2% to 22%. N
___NfT __ —————— ijr d
4. The Israeli and the Palestinian tax administrations will ollect.ithe VAT and purchase

taxes, as well as any other indirect taxes, in their respectiv?jurisdictiuns.
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[P. The jurisdiction of the Palestinian tax administration covers the whole West Bank

and Gaza Strip.]
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3. The VAT on purchases pP‘Eusiness firms registered for VAT purposes will accrue to |

the tax administration of the purehasing firm, Aua'ln‘va e Rue hage - |

The two sides will agree on a set of procedures for effecting the necessary clearance of |
VAT revenues accruing from transactions by business firms registered for VAT purposesy from bot b siday,

[P. Both sides agree that on the issue of the clearance of the outstanding balance of
VAT revenue accruing to the Palestinian side the following arrangements will be used : .

a) Outstanding balance of VAT revenue accruing from local business firms registered
for VAT purposes, organizations and institutions' transactions will be cleared within a time |
frame up to the time period applied in the Israeli VAT system.

4\ ?h{ e ot eadone ¢
b) The VAT on transaction by individuals will accrue to the tax administration ofﬁﬂat

individual. Revenues accruing from local transactimﬂéf the final consumer will be cleared given

that bothjagree to an acceptable system identifying the transaction] vehgvre a
sides L\ ACLON o £ with ¥ ?fbtdwh

[1. The payment of the balance of VAT revenues clea}:u}i%ﬁll follow the time schedules N ME

effective in Israel, subject to the arrangements reached in the sub-committee for the solution of



_committee will conclude its work within a period of

the relevant technical problems. The sub
six mnnt/h?hho-eignbg of this agreement %
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The principle of VAT revenue clearance should not apply to purchases of final

consumers, buthﬂpﬁncipa] and in view of implementation difficulties. ]
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4. [P. VAT paid by other Palestinian organizations and institutions on transactions in
Israel will accrue to the Palestinian tax administration.] [T. Israel will examine this question. ]

5, Purc tax rates on local production andon imports-will be identical within the
jurisdiction of each ad::rﬁmginn,
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1. Both parties agreed on a Value Added Tax on local transations. The
present Israeli rate is 17%. The Palestinian rate will be within the
range of ___ to ___

2. The Israeli and the Palestinian tax administrations will collect the VAT
and purchase taxes, as well as any other indirect taxes, in their
respective territorial jurisdictions.

[P. The jurisdiction of the Palestinian tax administration covers the
whole West Bank and Gaza Strip].

[I.

3. The VAT on purchases of business firms registered for VAT purposes will
accrue to the administration of the purchasing firm.

The two sides will agree on a set of procedures for effecting tl"
necessary clearance of VAT revenues accruing from transactions by
business firms registered for VAT purposes.

[P. Both sides agree that on the issue of the clearance of the
outstanding balance of VAT revenue accruing to the Palestinian side the
following arrangements will be used:

a. Outstanding balance of VAT revenue accruing from local business
firms registered for VAT purpose, organizations and institutions’
transactions will be cleared within a time frame up to the time
period applied in the Israeli VAT system.

b. The VAT on transaction by individuals will accrue to the tax
administration of that individual. Revenues accruing from TJocal
transaction of the final consumer will be cleared given that both
agree to an acceptable system identifying the transaction.

[I. The payment of the balance of VAT revenues cleared will foll
the time schedules affective in Israel, subject to t
arrangements reached in the sub-committee for the solution of the
relevant technical problems. The sub-committee will conclude its
work within a period of six months of the signing of this
agreement].

The principle of VAT revenue clearance should not apply to
purchases of final consumers, both on principal and in view of
implementation difficulties.]

4. [P. VAT paid by other Palestinian organizations and institutions on
transactions in Israel will accrue Palestinian tax administration.]




[I. Israel will examine this question.]

Purchase tax rates on local production and imports will be identical
within the jurisdiction of each tax administration.

The VAT on purchases of business firms registered for VAT purposes will
accrue to the tax administration of the purchasing firm.

The two sides will agree on a set of procedures for effecting the
necessary clearance of VAT revenues accruing from transactions by
business firms registered for VAT purposes.

[P. VAT revenue clearance should apply also to revenues accruing on
purchases of final consumers]. [I. The principle of VAT revenue
clearance should not apply to purchases of final consumers, both as a
matter of principle and in view of difficulties in implementation].
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INDIRECT TAXES ON LOCAL PRODUCTION

1. Both parties agreed on a Value Added Tax on local transactions. The present Israeli
rate is 17%. The Palestinian rate will be within the range of 12% to 22%.

Z. The Israeli and the Palestinian tax administrations will collect the VAT and purchase
taxes, as well as any other indirect taxes, in their respective jurisdictions.

[P. The jurisdiction of the Palestinian tax administration covers the whole West Bank
and Gaza Strip.]

[

3. The VAT on purchases of business firms registered for VAT purposes will accrue to
the tax administration of the purchasing firm.

The two sides will agree on a set of procedures for effecting the necessary clearance of
VAT revenues accruing from transactions by business firms registered for VAT purposes.

[P. Both sides agree that on the issue of the clearance of the outstanding balance of
VAT revenue accruing to the Palestinian side the following arrangements will be used :

a) Outstanding balance of VAT revenue accruing from local business firms registered
for VAT purposes, organizations and institutions' transactions will be cleared within a time
frame up to the time period applied in the Israeli VAT system.

b) The VAT on transaction by individuals will accrue to the tax administration of that
individual. Revenues accruing from local transaction of the final consumer will be cleared given
that both agree to an acceptable system identifying the transaction]

[I. The payment of the balance of VAT revenues cleared will follow the time schedules
effective in Israel, subject to the arrangements reached in the sub-committee for the solution of




the relevant technical problems. The sub-committee will conclude its work within a period of
six months of the signing of this agreement.

The principle of VAT revenue clearance should not apply to purchases of final

consumers, both on principal and in view of implementation difficulties. ]

4. [P. VAT paid by other Palestinian organizations and institutions on transactions in
Israel will accrue to the Palestinian tax administration.] [I. Israel will examine this question.]

i Purchase tax rates on local production and on imports will be identical within the

jurisdiction of each tax administration.
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INDIRECT TAXES ON LOCAL PRODUCTION

AN 1 A e, ——

1. Both parties agreed on a Value Added Tax on local transactions. The present Israeli
rate is 17%. The Palestinian rate will be within the range of 12% to 22%.

2. The Israeli and the Palestinian tax administrations will collect the VAT and purchase
taxes, as well as any other indirect taxes, in their respective jurisdictions.

[P. The jurisdiction of the Palestinian tax administration covers the whole West Bank
and Gaza Strip.]

1.

3 The VAT on purchases of business firms registered for VAT purposes will accrue to
the tax administration of the purchasing firm.

The two sides will agree on a set of procedures for effecting the necessary clearance of
VAT revenues accruing from transactions by business firms registered for VAT purposes.

[P. Both sides agree that on the issue of the clearance of the outstanding balance of
VAT revenue accruing to the Palestinian side the following arrangements will be used :

a) Outstanding balance of VAT revenue accruing from local business firms registered
for VAT purposes, organizations and institutions' transactions will be cleared within a time
frame up to the time period applied in the Israeli VAT system.

b) The VAT on transaction by individuals will accrue to the tax administration of that
individual. Revenues accruing from local transaction of the final consumer will be cleared given
that both agree to an acceptable system identifying the transaction]

[I. The payment of the balance of VAT revenues cleared will follow the time schedules
effective in Israel, subject to the arrangements reached in the sub-committee for the solution of



the relevant technical problems. The sub-committee will conclude its work within a period of
six months of the signing of this agreement.]

The principle of VAT revenue clearance should not apply to purchases of final
consumers, both on principal and in view of implementation difficulties. ]

4. [P. VAT paid by other Palestinian organizations and institutions on transactions in
{srael will accrue to the Palestinian tax administration.] [I. Israel will examine this question. ]

5, Purchase tax rates on local production and on imports will be identical within the
jurisdiction of each tax administration.
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DIRECT TAXES ON LOCAL PRODUCTION

INDIRECT TAXES ON LOCAL FRODLUL D

1. Both parties agreed on a Value Added Tax on local transactions. The present Israeli
rate is 17%. The Palestinian rate will be within the range of 12% to 22%.

2. The Israeli and the Palestinian tax administrations will collect the VAT and purchase

taxes. as well as any other indirect taxes, in their respective jurisdictions.

[P. The jurisdiction of the Palestinian tax administration covers the whole West Bank .
and Gaza Strip.] .

L

2. The VAT on purchases of business firms registered for VAT purposes will accrue to
the tax administration of the purchasing firm.

The two sides will agree on a set of procedures for effecting the necessary clearance of
VAT revenues accruing from transactions by business firms registered for VAT purposes.

[P. Both sides agree that on the issue of the clearance of the outstanding balance of
VAT revenue accruing to the Palestinian side the following arrangements will be used .

a) Outstanding balance of VAT revenue accruing from local business firms registered .
for VAT purposes, organizations and institutions' transactions will be cleared within a time
frame up to the time period applied in the Israeli VAT system.

b) The VAT on transaction by individuals will accrue to the tax administration of that
individual. Revenues accruing from local transaction of the final consumer will be cleared given
that both agree to an acceptable system identifying the transaction]

[I. The payment of the balance of VAT revenues cleared will follow the time schedules
effective in Israel, subject to the arrangements reached in the sub-committee for the solution of



the relevant technical problems. The sub-committee will conclude its work within a period of

six months of the signing of this agreement. ]

The principle of VAT revenue clearance should not apply to purchases of final
consumers, both on principal and in view of implementation difficulties. ]

4, [P. VAT paid by other Palestinian organizations and institutions on transactions in
[srael will accrue to the Palestinian tax administration.] [L. Israel will examine this question. ]

5. Purchase tax rates on local production and on imports will be identical within the

jurisdiction of each tax administration.
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INDIRECT TAXES ON LOCAL PRODUCTION

1. Both parties agreed on a Value Added Tax on local transactions. The present Israeli
rate is 17%. The Palestinian rate will be within the range of 12% to 22%.

2. The Israeli and the Palestinian tax administrations will collect the VAT and purchase

taxes, as well as any other indirect taxes, in their respective jurisdictions.

[P. The jurisdiction of the Palestinian tax administration covers the whole West Bank
and Gaza Strip.] .

(L.

3. The VAT on purchases of business firms registered for VAT purposes will accrue to

the tax administration of the purchasing firm.

The two sides will agree on a set of procedures for effecting the necessary clearance of
VAT revenues accruing from transactions by business firms registered for VAT purposes.
[¢ *{
J;-.t [P. The VAT on transaction by individuals will accrue to the tax administration of that .
-

individual } ¢ M
- D oxyy

¥ The principle of VAT revenue clearance should not apply to purchases of final

consumers, both on principal and in view of implementation difTiculties. ]

4. [P. VAT paid by other Palestinian organizations and institutions on transactions in
Israel will accrue to the Palestinian tax administration.] [I. Israel will examine this question. ]

oﬁvrc‘.ham& tax rates on local production and on imports will-be /{ within L ‘”'ictlt &
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The time lag and frequency with which the clearance of the outstanding balance of VAT
receipts will be made will be determined in a technical sub-committee, wuth the intent of
bringing them in line with the accepted practice in Israel.

The procedures will include the time frame for the clearance of the outsdanding balance of
VAT receipts, which will depend on the technical arrangements made for the verification of
the relevant data. The two sides will aim to attain the goal of the monthly and two-monthly

clearances practised in Israel
St

E . The payment of the balance of VAT revenues cleared will follow the time schedules
effective in Israel, subject to the arrangements reached in the sub-committee for the solution of
the relevant technical problems. The sub-committee will conclude its work within a period of
six months of the signing of this agreement;
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INDIRECT TAXES ON LOCAL PRODUCTION

Both parties agreed on a Value Added Tax on local transactions. The present Israeli v/

1.
rate is 17%. The Palestinian rate will be within the range of 12% to 22%

# £, Purchase tax rates on local production and on imports will be identical
I

The Israeli and the Palestinian tax administrations will collect the VAT and purchase
z |

taxes, as we]l as any. other mdlrect taxes, in their respeuctwe jurisdictions.
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hases ot' business fifms registered for VAT purposes will accrue to
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the tax administration of the purchasing firm.

The two sides will agree on a set of procedures for effecting the necessary clearance of
: |
|

VAT revenues accruing from transactions by business firms registered for VAT purposes

_consumers} [I. The principle of VAT revenue clearance should not apply to purchases of ‘

final consumers, both as-a-maﬂer—ef principal and in view uf]dlﬂ" culueshklmplementannn‘]
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DIRECT TAXATION

. Israel and the Palestinian Authority will each determine and regulate independently its own
tax policy in matters of direct taxation, including income tax on individuals and
corporations, property taxes, municipal taxes and fees.

Each tax administration will have the right to levy the direct taxes generated by economic

activities within its territerial-jurisdietion. A Yec .

Each tax administration may impose additional taxes on residents within its territorial 9-€4
jueisdietion (individuals and corporations) who conduct economic activities in the other
side's territorial jurisdiction.

Israel will transfer to the Palestinian Authority a sum equal to:

a. 75% of the income taxes collected from Palestinians from the Gaza Strip and the
Jericho Area employed in Israel.

b. The full amount of income taxes collected from Palestinians from the Gaza Strip and
Jericho Area employed in the settlements.

The two sides will agree on a set of procedures that will address all issues concerning
double taxation.



18/04/94

Annex IV
Article IV

DIRECT TA 10N

. Israel and the Palestinian Authority will each determine and regulate
independently its own tax policy in matters of direct taxation,
including income tax on individuals and corporations, property taxes,
municipal taxes and fees.

Each tax administration will have the right to collect the direct taxes
generated by economic activities within its territorial jurisdiction.

. Each tax administration may impose additional taxes on residents within
its territorial jurisdiction (individuals and corporations) who conduct
economic activities in the other side's territorial jurisdiction.

Israel will transfer to the Palestinian Authority amounts equal to:

a. 75% of the income taxes collected from Palestinians from the Gaza Strip
and the Jericho Area employed in Israel.

b. The full amount of income taxes collected from Palestinians from the
Gaza Strip and Jericho Area employed in the settlements.

. The two sides will agree on a set of procedures that will address all
issues concerning double taxation.
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Annex IV
Article 1V

DIRECT _TAXATION

1. Israel and the Palestinian Authority will each determine and regulate
independently its own tax policy in matters of direct taxation,
including income tax on individuals and corporations, property taxes,
municipal taxes and fees.

2. Each tax administration will have the right to collect the direct taxes
generated by economic activities within its territorial jurisdiction.

3. Each tax administration may impose additional taxes on residents within
its territorial jurisdiction (individuals and corporations) who conduct
economic activities in the other side's territorial jurisdiction.

vael will  transfer to
4.%6 Palestinian authority has-thesight10: amounfc egual 70 2
a. 75% of the income taxes collected from Palestinians %’nm the Gaza Strip
and the Jericho Arca employed in Isracl

b. The full amount of income taxes collected from Palestimans from the
Gaza Strip and Jericho Area employed in the settlements.

5. The two sides will agree on a set of procedures that will address all

issues concerning double taxation. :
b \
,

6. The jurisdiction of the Palestinian tax adxlliﬁisl(alinn will cover the :
West Bank and Gaza Strip according to the terins of the early empowerment

as soon as it comes into force.
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Annex 1V
Article 1V

DIRECT TAXATION

Israel and the Palestinian Authority will each determine and regulate
independently its own tax policy in matters of direct taxation,
including income tax on individuals and corporations, property taxes,

municipal taxes and fees.

Each tax administration will have the right to collect the direct taxes
generated by economic activities within its territorial jurisdiction.

Each tax administration may impose additional taxes on residents within
its territorial jurisdiction (individuals and corporations) who conduct
economic activities in the other side's territorial jurisdiction,

The Palestinian authority has the right to:
a. 75% of the income taxes collected from Palestinians from the Gaza Strip

and the Jericho Area employed in Israel.

b. The full amount of income taxes collected from Palestinians from the
Gaza Strip and Jericho Area employed in the settlements.

The two sides will agree on a set of procedures that will address all
issues concerning double taxation.

. The jurisdiction of the Palestinian tax administration will cover the
West Bank and Gaza Strip according to the terms of the carly empowerment

as soon as it comes into force.
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DIRECT TAXATION

1. All authorities powers and responsibilities regarding direct taxation, including income tax
on individuals and corporations, property taxes, municipal taxes and fees, will be transferred to

the P.A., to be carried out in accordance with the principles and arrangements set out in
Annex [V.

INDIRECT TAXATION ON LOCAL PRODUCTION

I All authorities, powers and responsibilities regarding indirect taxation, including VAT and
purchase and excise taxes on local production, will be transferred to the P.A., to be carried put
in accordance with the principles and arrangements set out in Annex IV.
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Annex 1V
Article 1V

DIRECT TAXATION

Israel and the Palestinian Authority will each determine and regulate
independently its own tax policy in matters of direct taxation,
including income tax on individuals and corporations, property taxes,
municipal taxes and fees.

Each tax administration will have the right to collect the direct taxes
generated by economic activities within its territorial jurisdiction.

[P. The jurisdiction of the Palestinian tax administration covers the
whole West Bank and Gaza Strip].

[1. The jurisdiction of the Palestinian tax administration will cover
first the Gaza Strip and Jericho Area, Arrangements pertaining to the
transfer of authorities regarding direct taxation in the rest of the
West Bank will be discussed within the framework of the early
empowerment negotiations. ]

Each tax administration may impose additional taxes on residents within
its territorial jurisdiction (individuals and corporations) who conduct
economic activities in the other side's territorial jurisdiction.

[P. The Palestinian authority has the right to the income taxes
collected from -

a Palestinian from the West Bank and Gaza Strip working in Israel.
b Palestinian from the West Bank and Gaza Strip working in the

settlements. |

[I. The general principle of para 2 will apply here as well].

The two sides will agree on a set of procedures that will address all
issues concerning double taxation,

Administrative and legal proceedings concerning the assessment,
collection and enforcement of taxes on Israelis in the territory under
the jurisdiction of the Palestinian Authority will be conducted subject
to the provisions of annex 111
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Annex IV
Article TV

DIRECT TAXATION

Israel and the Palestinian Authority will each determine and regulate
independently its own tax policy in matters of direct taxation,
including income tax on individuals and corporations, property taxes,
municipal taxes and fees.

Each tax administration will have the right to collect the direct taxes
generated by economic activities within its territorial jurisdiction.

[P. The jurisdiction of the Palestinian tax administration covers the
whole West Bank and Gaza Strip].

[1. The jurisdiction of the Palestinian tax administration will cover
first the Gaza Strip and Jericho Area. Arrangements pertaining to the
transfer of authorities regarding direct taxation in the rest of the
West Bank will be discussed within the framework of the early
empowerment negotiations.]

Each tax administration may impose additional taxes on residents within
its territorial jurisdiction (individuals and corporations) who conduct
economic activities in the other side's territorial jurisdiction.

[P. The Palestinian authority has the right to the income taxes
collected from -

a. Palestinian from the West Bank and Gaza Strip working in Israel.
b. Palestinian from the West Bank and Gaza Strip working in the
settlements. ]

[I. The general principle of para 2 will apply here as well].

The two sides will agree on a set of procedures that will address all
issues concerning double taxation.

Administrative and legal proceedings concerening the assessment,
collection and enforcement of taxes on Israelis in the territory under
the jurisdiction of the Palestinian Authority will be conducted subject
to the provisions of annex II1.
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Annex IV
Article IV

DIRECT TAXATION

Israel and the Palestinian Authority will each determine and regulate
independently its own tax policy in matters of direct taxation,
including income tax on individuals and corporations, property taxes,
municipal taxes and fees.

Each tax administration will have the right to collect the direct taxes
generated by economic activities within its territorial jurisdiction.

[P. The Jjurisdiction of the Palestinian tax administration covers the’
whole West Bank and Gaza Strip).

[I. The jurisdiction of the Palestinian tax administration will cover
first the Gaza Strip and Jericho Area. Arrangements pertaining to the
transfer of authorities regarding direct taxation in the rest of the
West Bank will be discussed within the framework of the early
empowerment negotiations.]

Each tax administration may impose additional taxes on residents within

its territorial jurisdiction (individuals and corporations) who conduct
economic activities in the other side's territorial jurisdiction. .
[P. The Palestinian authority has the right to the income taxes.
collected from -

a. Palestinian from the West Bank and Gaza Strip working in Israel
b. Palestinian from the West Bank and Gaza Strip working in the

settlements.)

[I. The general principle of para 2 will apply here as well].



The two sides will agree on a set of procedures that will address all
issues concerning double taxation.

"4
Administrative and Jlegal procedings concerening the assessment,
collection and enforcement of taxes on Israelis in the territory under
the jurisdiction of the Palestinian Authority will be conducted subject
to the provisions of annex III.
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Israel and the Palestinian Authority will each determine and regulate
independently its own tax policy in matters of direct taxation,
including income tax on individuals and corporations, property taxes,
municipal taxes and fees.

Each tax administration will have the right to collect the direct tax
generated by economic activities within its territorial Jurisdiction. !

[P. The jurisdiction of the Palestinian tax administration covers the
whole West Bank and Gaza Strip].

[I. The jurisdiction of the Palestinian tax administration will cover
first the Gaza Strip and Jericho Area. Arrangements pertaining to the
transfer of authorities regarding direct taxation in the rest of the
West Bank will be discussed within the framework of the early
empowerment negotiations.]

Each tax administration may impose additional taxes on its residents
(individuals and corporations) who conduct economic activities in th.
other sides’ territorial jurisdiction. .

[P. The Palestinian authority has the right to the income taxes
collected from -

a. Palestinian from the West Bank and Gaza Strip working in Israel.
b. Palestinian from the West Bank and Gaza Strip working in the

settlements. ]

[I. The general principle of para 2 will apply here as well].




3.

The two sides will agree on a set of procedures that will address all
issues concerning double taxation.
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DIRECT TAXATION

1. Israel and the Palestinian Authority will each determine and regulate independently its
own tax policy in matters of direct taxation, including income tax on individuals and
corporations, property taxes, municipal taxes and fees.

2. Each tax administration will have the right to collect the direct taxes generated by
economic activities within its territorial jurisdiction.
[P. The jurisdiction of the Palestinian tax administration covers the whole West Bank

and Gaza Strip.]
[I The jurisdiction of the Palestinian tax administration will cover first the Gaza Strip

and Jericho Area. Arrangements pertaining to the transfer of authorities regarding direct
taxation in the rest of the West Bank will be discussed within the framework of the early
empowerment negotiations, ]

3 Each tax administration may impose additional taxes on its residents (individuals and
corportations) who conduct economic activities in the other sides’ territorial jurisdiction.

4 [P. The Palestinian Authority has the right to the income taxes collected from -
a) Palestinians from the West Bank and Gaza Strip working in Israel
b) Palestinians from the West Bank and Gaza Strip working in the settlements.

[I. The general principle of para 2 will apply here as well].

5. The two sides will agree on a set of procedures that will address all issues concerning

double taxation.




4.1.1994

DIRECT TAXATION

1. Israel and the Palestinian Authority will each determine and regulate independently its
own tax policy in matters of direct taxation, including income tax on individuals and
corporations, property taxes, municipal taxes and fees.

2 Each tax administration will have the right to collect the direct taxes generated by
| economic activities within its tax jurisdiction.
| [P. The jurisdiction of the Palestinian tax administration covers the whole West Bank
and Gaza Strip.]
[T After the withdrawal from the Gaza Strip and Jericho Area, the jurisdiction of the
Palestinian tax administration will cover the West Bank and Gaza Strip.]

3. [P. The Palestinian Authority has the right to the income taxes collected from -
a) Palestinians from the West Bank and Gaza Strip working in Israel
b) Palestinians from the West Bank and Gaza Strip working in the settlements.

[I. The general principle of para 2 will apply here as well].

4, The two sides will agree on a set of procedures that will address all issues concerning
double taxation.
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DIRECT TAXATION

1 8 Israel and the Palestinian Authority will each determine and regulate independently its
own tax policy in matters of direct taxation, including income tax on individuals and
corporations, property taxes, municipal taxes and fees.

2, Each tax administration will have the right to collect the direct taxes generated by
economic activities within its tax jurisdiction.

[P. The jurisdiction of the Palestinian tax administration covers the whole West Bank
and Gaza Strip.]

Palestinina ta% administration will cover the West Bank and Gaza Strip-

[1 After the withdrawal from the Gaza Stripand Jericho chitinn of the .

[P. The Palestinian Authority has the right to the income taxes collected from -
a) Palestinians from the West Bank and Gaza Strip working in Israel
b) Palestinians from the West Bank and Gaza Strip working in the settlements.

[I. The general principle of para 2 will apply here as well].

-. 4 The two sides will agree on a set of procedures that will address all issues concerning

| double taxation.
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"ARRANGEMENTS PERTAINING TO THE TRANSFER OF AUTHORITIES REGARDING

DIRECT TAXATION IN THE REST OF THE WEST BANK, WILL BE DISCUSSED
WITHIN THE FRAMEWORK OF THE EMPOWERMENT NEGOTIATICNS".
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\ DIRECT TAXATION
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1. Israel and the Palestinian Authority will each determine and regulA:ts own tax policy

in matters of direct taxation, including income tax on individuals and corporations, property
taxes, municipal taxes and fees.

2. Each tax administration will have the right to collect the direct taxes generated by

economic activities within its tax _1ur:~5f.'l|+::tu:mfl [P_The jurisdictiorof the-Palestinian-tax—

_authority-te-include also the collection of income taxes-on Palestinians working in Israel and in

the settlements]. [I. The general principle nt;(rgishnuld apply here as well]. \/ @ .
Fll fhwﬁ :L_ L

The two sides will agree on a set of procedures that will address all issues concerning l/.

double taxation.

INDIRECT TAXES ON LOCAL PRODUCTION

TM&%&:@ ﬂ‘m’b‘)

1. Bethrsides agreed on a Value Added Tax on local transactions. The present Israeli rate
is 17%. The Palestinian rate will be within the range of 12% to 22%.

2. Purchase tax rates on local production and on imports will be identical.

3. The Israeli and the Palestinian tax administrations will collect the VAT and purchase
taxes, as well as any other indirect taxes, in their respective jurisdictions.

4, The VAT on purchases of business firms registered for VAT purposes will accrue to
the tax administration of the purchasing firm.

The two sides will agree on a set of procedures for effecting the necessary clearance of
VAT revenues accruing from transactions by business firms registered for VAT purposes.
[P. VAT revenue clearance should apply also to revenues accruing on purchases of final
consumers]. [I. The principle of VAT revenue clearance should not apply to purchases of
final consumers, both as a matter of principal and in view of difficulties in implementation].
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DIRECT TAXATION

Israel and the Palestinian Authority will each determine and regulate
its own tax policy in matters of direct taxation, including income tax
on individuals and corporations, property taxes, municipal taxes and
fees.

Each tax administration will have the right to collect the direct taxes
generated by economic activities within its tax Jjurisdiction. [P. The
jurisdiction of the Palestinian tax authority to include also the
collection of income taxes on Palestinians working in Israel and in
th?]sett1em9nts]. [I. The general principle of (2) should apply here as
well].

The two sides will agree on a set of procedures that will address all
issues concerning double taxation. .

INDIRECT TAXES ON LOCAL PRODUCTION

Both sides agreed on a Value Added Tax on local transations. The present
Israel rate is 17%. The Palestinian rate will be within the range of 12%
to 22%.

Purchase tax rates on local production and on imports will be identical.

The Israeli and the Palestinian tax administrations will collect the VAT
and purchase taxes, as well as any other indirect taxes, in the
respective jurisdictions.

The VAT on purchases of business firms registered for VAT purposes will
accrue to the tax administration of the purchasing firm.

The two sides will agree on a set of procedures for effecting the
necessary clearance of VAT revenues accruing from transactions by
business firms registered for VAT purposes.

[P. VAT revenue clearance should apply also to revenues accruing on
purchases of final consumers]. [I. The principle of VAT revenue
clearance should not apply to purchases of final consumers, both as a
matter of principle and in view of difficulties in implementation].
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DIRECT TAXES

1. The Palestinian Tax Administration will determine its own policy in matters of direct
taxation, including income tax on individuals and corporations, property taxes, municipal taxes
and fees.

2. The Palestinian Tax Administration and the Israeli tax authorities will each collect the direct
taxes resulting from economic activities conducted in each party's area.

3. A sub-committee of the Joint Economic Committee will be established to discuss all issues
concerning double taxation.
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SUB- TEE

DIRECT TAXATION .\
abthoniy

1. _The IsraeLi’gqg the Palestinian tax authorities- agree that—
11

each lauthority will''determine and requlate its own tax policy in
matters of direct taxation, including income tax on individuals and
corporations, property taxes, municipal taxes and fees.
O 1it§¥ml~ﬂ“~

2 Each tax autherity will have the right to collect the direct
taxes generated by economic activities within its tax jurisdiction.
[P]: The jurisdiction of the Palestinian tax authority to include
also the collection of income taxes on Palestinians working in
Israel. [I]: The general principle of (2) should apply here as
well.

3. The two sides will agree on a set of procedures that will
address all issues concerning double taxation.

4. Th i J ' N R N £5 20 b

INDIRECT TAXES ON LOCAL PRODUCTION

it

y wthown?
1. Ehmmandﬁhe Palestnian taﬁciutmzig&eeégmhﬂimpnse

a Value Added Tax on local transations at a rate which will not
differ by more than plus minus 5 per cent from the present one.

2. Purchase tax rates on local production and on imports will be
identical. : ‘
C{(LM'I"H‘S.%TQ "I 1A

3. The -Israeli and the Palestnian tax autherities will collect
the VAT and purchase taxes, as well as any other indirect taxes, in
their respective area.

4, i i n_tax—authaﬂi;ias—agfee—aq{?he
VAT on purchases of business firms registered for VAT

u s accrufingt to the tax ity of the purchasing firm.
Purposes e i "
5. The two sides will agree on a set of procedures for effecting
the neccessary clearance of VAT revenues accruing from transactions
by business flfﬁﬁ“rﬁﬁiﬁiered for VAT purposes.i[ﬁgx VAT revenue
clearance according to (4) should apply also €6 renenues accruing
on purchases of final consummers.|[IJX The principle of VAT revenue
clearance should not apply to purchases of final consumers, both as
a matter of_ principle and in view of difficulties in
implementation]
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DIRECT TAXATION
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1. The Israelj’gqg the Palestinian tex authorities- agree—that—
each Tautherity will“determine and requlate its own tax policy in
matters of direct taxation, including income tax on individuals and
corporations, property taxes, municipal taxes and fees.
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2. Each tax autherity will have the right to collect the direct
taxes generated by economic activities within its tax jurisdiction.
[P]: The jurisdiction of the Palestinian tax authority to include
also the collection of income taxes on Palestinians working in
Israel. [I]: The general principle of (2) should apply here as
well.

- I8 The two sides will agree on a set of procedures that will
address all issues concerning double taxation.

4. The two sides raised—other—issues i1 8o o e ????j—=

INDIRECT TAXES ON LOCAL PRODUCTION

' Quthond th“
ﬁﬁghe Palestnian tax it agrnahtiﬁimpnse
a Value Added Tax on local transations at a rate which will not
differ by more than plus minus 5 per cent from the present one.

2. Purchase tax rates on local production and on imports will be

identical. 2P .
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i The -Israeli and the Palestnian tax autherities will collect
the VAT and purchase taxes, as well as any other indirect taxes, in
their respective area.

4. i nian_tax—authesét&as—agﬂee—aé?fhe
r inci VAT on purchases of business firms registered for VAT
i } of

urposes ,accrufngt to the tax aﬁtaqrxay the purchasing firm.
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B The two sides wi agree on a set of procedures for effecting
the neccessary clearance)of VAT revenues accruing from transactions
by business firm stered for VAT purposes.i[ VAT revenue
clearance according to (4) should apply also £6 renenues accruing
on purchases of final consummers:]{I X The principle of VAT revenue
clearance should not apply to purchases of final consumers, both as
a matter of_principle and in view of difficulties in

implementatinjﬂ




ANNEX- FISCAL ISSUES

ARTICLE 1- GENERAL

The Palestinian Authority will establish a Tax Administration for the Gaza Strip and
Jericho Area.

ARTICLE 11- DIRECT TAXES * Al Rt ". : & ST I L P !
1. The Palestinian Tax Administration will have the power to determine its own policy as to
direct taxation, inter alia income tax of individuals and corporations, property taxes, municipal

taxes and fees.

2. The Palestinian Tax Administration and the Israeli tax authorities will each collect those
taxes resulting from economic activities conducted in each party's area.

—

i ———

3. Each Tax Authority may impose additional taxes on its residents (individuals and
corporations) who conduct economic activities in the other party's area.
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4. A joint technical sub-committee of the Joint Economic Committee will be established to
discuss all issues mncmlning double taxaltion. RN W, .
ARTICLE Ii- IMPORT TAXES '\ | "o 0

1. Both sides will employ the same rates of import taxation and the same policy of
importation, including licensing, standardization, evaluation of prices of imports for the
purposes of customs, etc.

2. Final determination in matters listed in para. 1 rests with Israel.

3. In consideration of Palestinian economic needs and within the power of final determination,
Israel will decide on changes in the following areas

a. A list of Arab states from which importation to the Gaza Strip and Jericho Area,
will be allowed, according to Article IIT in the Annex concerning importation
from Arab states.

b. Import taxes on private cars imported for the use of residents of the Gaza Strip
and Jericho Area will be determined by the Palestinian Tax Administration.

4. When determining its import policies, Israel will also consider the Palestinian needs.

5. The sharing of revenues accrued from importation to Israel and to the Gaza Strip and
Jericho Area will be on the basis of the identity of the importers (individuals and corporations).
During a transitional period of 6 months, revenues from importation will be appropriated to the
Palestinian Authority even if the importation was conducted by Israeli importers but was
clearly destined to individuals or corporations in the Gaza Strip and Jericho Area.
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ARTICLE IV - INDIRECT TAXES

1. The Palestinian Authority will adopt a local Value Added Tax the rates of which will be
similar to those in Israel,

2. The purchase tax and TAMA on imports and on local production will be identical in Israel
and the Gaza Strip and Jericho Area .

3. The final price of petrol to the consumer in Israel and the Gaza Strip and Jericho Area will
be identical.

ARTICLE V - JOINT COMMITTEE

A joint sub-committee of the Joint Economic Committee will be established for the purpose of
implementation of the provisions of this Annex and coordination in matters relating to the

following :

a. Import policy
b. Value Added Tax
¢. Taxes on locally manufactured cigarettes,
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