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Hereafter, we shall explain the cases of local and interna-
tional double taxation as are provided in the Egyptian laws.

Section I - Local double taxation

Local-double-taxation is, as a rule, intentional, Such
local double taxation actually exists in Egypt in taxes imposed
on income derived from movable capitals, commercial and
industrial profits, on salaries and similar incomes such as
remunerations, pensions etc. and income derived from agricul-

tural land and immovable property, and also in taxes on general
income.

The State may have recourse to local double taxation,
to face general expenses as is the case of gnards taxes imposed
on buildings, the supplementary tax imposed in favour of
local Councils on income derived from agricultural land and
both commercial and industrial activities, tax for defence
imposed on different sources of income, in addition to the
principal taxes imposed on the said revenues. The State may
also have recourse to double taxation to discriminate between
the different sources of income, by imposing an additional tax
on the income derived from movable capitals, while no such
tax is imposed on incomes derived from labour alone, such as
liberal professions, or derived from labour and capital combined
together, such as commercial profits.

Double taxation, in the preceding forms is admissible
since it realizes equity and approaches between the different
classes of tlie community.

Section II - International double taxation

According to the principle of territoriality of laws and to
rules of equity, the scope of a tax imposed by the law of a
certain State should not extend to another State in order not
to bring out international double laxation. But such interna-
tional double taxation actually exists in nearly all legislations
concerning taxes.
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sources are manifold, but are imposed on every revenue separa-
tely and only in the case of estates within the territory of the
State such as taxes imposed on agricultural lands and buildings.

Problems of international double taxation are numerous
and intricate as for personal taxes which depend upon the
ability of the tax payer represented in his revenues, including
those received from abroad, whatever their sources may be.

Owing to the increase of charges in the budgets of modern
times, most States were inclined, in recent years, to raise the
rates of taxes and impose new ones. This, as well as
the spread of joint-stock companies, and the facility of transfer
of capitals from one State to another, led to the spread of
double taxation, both in the local and international fields.

As double taxation restricts free circulation of capital and
movement of persons and may lead to evade tax payment, the
States were urged to find a solution of this problem.

The Eszyptian legislator has tried to avoid international
double taxation, or to have it alleviated, whenever possible,

without any prejudice to the State’s economic interests or its
sources of revenue.

Hereafter we shall explain the cases of international
double taxation in Egypt and the means prescribed by law for
avoiding or alleviating them.

1. As regords the tax on income derived from movable
capital

Articles 1 and 2 of Act No. 14 of 1939 impose a tax on
all incomes derived from capital invested in negotiable securities,
such as shares and debentures, dividends of sleeping partners,
remunerations of members of the board of directors, payments
and redemptions effected by the Egyptian Companies on the
value of the shares and founders’ shares and the partners’
shares prior to the dissolution of the company or its winding
up. This tax is called “tax on negotiable securities”.
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For the purpose of the application of income-tax, the

following will be considered as Egyptian companies:

enterprises whose sole

i companies and
A. Foreign ) i

purpose is carrying on business In Egy

Foreign companies whose act.ivitics lie soliel)t :)Sr-
mainly in Egypt, even though their head or a f;ur;ed
trative offices be out of Egypt: shall bezcorm e
as carrying on a business solely in Egypt.

B. Companies carrying on business solely al?road if the
. erson entitled be an Egyptian re51d1n'g in Egypt .or
Iz)\broad or a foreigner resident or habitually residing

in Eszy};t whether they are actual individuals or legal

entities.?

C. Foreign companies acting both in Egypt and abroa?'.
' Such companies are considered as regards tllle appli-
of this tax, as if they had distributed in Egypt

s ofits realized therein

iv he total pr
a sum equivalent to t ; :
after deduction and set out of 10% of this total to

1 4
form a special reserve.

Article 15 of Law No. 14 of 1939 levied income-ta; eali(;
of debts, cash deposits and gua.rantces u ;
domiciled or resident 1n Egypt even 1
n respect of capital invested abroad.

on interest
Egytians or foreigners
such interest is payable 1

Article 16 of the said law levied this tax too on interest
i i rsons

accruing from capital invested in Egypt even if ;he ;;edomi-

Lcntith:dsthcreto are foreigners having no actual or lega

cile in Egypt.

1 Article 3 of Act No. 14 of 1939.

3 Article 11 bis of Act No. 14 of 1939.
3 Articles 4 of Act No. 14 of 1939.

4 Article 11 of Act No. 14 of 1939,
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It is clear that, under the Egyptian law, the tax on nego-
tiable securities, has both the territorial and personal attributes
giving rise to international double taxation, if the entity is a
foreigner resident in a country, adopting the principle of
domicile or political subordination, or if, although residing in
Egypt, his revenues were produced in a foreign State adopting

the principle of economic subordination or the principle of the
source of income.

The Egyptian law has set out a remedy for such double
taxation, as follows:—

A. Article 5 of the Law No. 14 of 1939 exempts from
the tax movable securities, profits and interests, etc.,
derived from movable foreign securities which
Egyptian insurance and re-insurance companies are
compelled, by local laws, to deposit, and maintain
in deposit abroad in the form of guarantees, acturial
reserves and all other reserves to cover matured
claims and current risks.

Such exemption is subject to proof of the existence of
deposits and will cease to apply when these deposits are no
longer compulsory.

The above provisions also apply to FEgyptian insurance
companies carrying on business in countries where there is
no legislation for a compulsory deposit of securities as guaran-
tee, or acturial or other reserves. In such cases the securities
to be exempted from taxation will be determined in accordance
with the Egyptian legislation.

B. Article 6 of Law No. 14 of 1939 declares that when
an Egyptian limited liability company has received,
in return for its participation, in kind or in cash, in
the share capital of another Egyptian or foreign
limited liability company, nominal shares or founders’
shares, the dividends for each financial year paid
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B. Joint-stock companies are entitled to deduct from the
taxable profits, a sum cquivalent to the total amounts
distributed out of such profits and on which the tax
on movable capitals has actually been paid.

Limited partnerships shall benefit from this provision to

the extent of the profits allocated to partners with limited res-
ponsibility.!

C. Without prejudice to the provisions of article 15, para
2, of Act No. 14 of 1939, the income from invested
capital forming part of the assets of any undertaking
which is liable to income-tax, or exempted from taxa-
tion by other laws, shall be deducted from the net
total profits taxable, to the extent of their net amount,
after deduction of the proportion 1s calculated at a
fixed rate of 10 per cent of the amount of such income.

In a similar manner the income derived from rural or
urban buildings, forming part of the assets of such undertaking,
after deduction of 10 per cent thereof, may be deducted from
the net profit, otherwise subject to taxation, provided it is in-
cluded in the total income of the undertaking.?

HI. Rules common to both the tax on movable capital and
on the commercial and industrial profits

A. Commercial and industrial establishments in the Free
Zones are exempted from taxes on movable capital,
on commercial and industrial profits, as regards the
net profits of these establishments from sales effected
beyond the Egyptian territory. The share of these
sales in the common expenditure will be fixed in pro-
portion of the value of sales exported abroad to the
value of the total sales effected in Egypt.

1 Article 35 of Act No. 14 of 1939.
2 Article 36 of Act No. 14 of 1939,
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year closed after the enforcement of the said law.! Exemption
from said taxes shall be by decision issued by the Minister of
Economy on recommendation of a Special Committee. This
exemption does not extend to the general income-tax prescribed
by Act No. 99 of 1949 which will be dealt with later.?

C. Are exempted from the tax imposed on commercial
and industrial profits, the profits of cover and bala-
nce operations effected in the contract Exchange on
behalf of the foreign establishment acting abroad?
in order to avoid international double taxation on
said profits so that the market of contracts in Alexa-
ndria will not be deprived of effecting covers for
foreign buyers, a matter which realizes expansion and
stability of transactions.

D. The government loan stocks and its intercsts are
exempted from all direct and indirect taxes, present
or future, except taxes on successions.* However,
some of these stocks have been exempted from the
tax on successions.?

E. The United Arab Air Company has been exempted
from the tax on ccmmercial and industrial profits for
seven years, from the Ist of January, 1961.%

F. Under Act No. 169 of 1952, amended by Act No. 20
of 1959, the President of the Republic may grant
foreign air enterprises, whose aeroplanes work in
Egypt and abroad, exemptions from tax on movable

1 Article No. 5 of Act No. 430 of 1953.

2 Articles 6 & 7 of Act No. 430 of 1953.

3 Act. No. I of Act No. 470 of 1955.

4 Act No. 282 of 1960.

5 Act No. 99 of 1943 & Act No. 242 of 1955 & Act No. 243 of 1955.

6 Act No. 215 of 1960 & Act No. 83 of 1960 amended by Act No. 241
of 1960,
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paid to a member of the Board of Directors of a joint-
stock company, in the form of salaries, gratifications,

attendance fees or other sums."

This provision resulted in double taxation which was
intended by the Egyptian legislator in order to increase the
fe€sources of the State. cherthelc:s, the Egyptian legislator

has recently avoided such double taxatjon by the annulment of
this supplementary tax.!

2. The Egyptian legislator avoided the duplication caused
by applying the tax op the salarijes of officials w}

office, and on the pensions which will be paid to
after leaving service.

hile in
them

The said legislator stipulated in
Article 62 of Act No. 14 of 1939 th

ted from the sums on which the tax
like is imposed,

at it shall be exemp-
on salaries and the
as regards officials and pensionable ¢m-
ployees of the State, the amount of pension reserves, and
as regards all other officials and public sery

ants of private
employees, the exemption wil] be 7% of the amount of
salaries or wages,

3. Act No. 58 of 1940 exempted from ¢
foreign officials of the Governmen
service and lived out of Egypt or
abroad after leaving service.

axation pensions of
t who actually Jeft
those who will ljve

4. Under Act No. 25 of 1950, gratifications ang return
expenses granted to foreign magistrates in the Mixed
Courts are exempted from tax on labour earnings and

from the general income-tax imposed under Act No. 99
of 1949,

V. As regards the tax on liberal professions

According to Article 72 of Act No. 14 of 1939, an annual

tax is imposed on the profits of liberg] professions and other

1 Act No. 201 ot 1960,
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mmercial professions exercised by the ta)—(-pfiycr l.m?ep'en:
e having labour as its main factor. This tax is 1{11
i 1:[“r‘-with the other taxes due in accordance with
e t"o%it 1scof the law, on the earnings from wages and
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has, however, exempted from this tax :
»

] e e, it
1. All associations, not seeking for profit, w1.th.u.1 the ;c 190
: of their social, scientific and sportive activities, and als

scholastic institutions.

: e 1 2y
2. Any agricultural enterprise which is not constituted as
g &
limited liability company.
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V1. The general tax on income

Under Act No. 99 of 1949, a general in'come-tax lshziilsot:lz
1mposed on the total net income of all Egyptm‘r.l nat‘,]riloi:iciled
wherever their domicile may be, and on t:orclgnera.ceS sy
in Egypt, even il their income. results trc?_m somth A Onl;
abroabd; forcigners not domiciled in Eg'ypt. will be rodéuced i
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Egypt.

"1 Article 1 of Act No. 99 of 1949,
2 Article 2 of Act No. 99 of 1949,
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The general income-tax is imposed in addition to the
various specific taxes imposed on agricultural lands, built pro-
perty, income derived from movable capital, commercial and
industrial profits and on labour earnings. The tax, however,
is not applied to juristic persons; consequently companies
and establishments, whether foreign or national, are not subject
to it.

Since domiciled foreigners are subject to the general
income-tax even if their income results from sources existing
abroad, and since foreigners non-domiciled in Egypt are subject
to it if their income is produced in Egypt, there will be double
taxation if the said income is once more subject to taxation
in their country of residence or in the country to which they
politically belong.

The Egyptian legislator, in order to avoid this double
taxation, applied the following exemptions :

1. Ambassadors and Plenipotentiaries and other dip-
lomatic representatives; foreign Consular representa-
tives, on the basis of reciprocity and within the limits
therein specified.

2. Foreign technicians and experts domiciled in Egypt,
if their employment is requested by the Government
or by a public or private institution or company
or an individual, as regards their income resulting
from sources out of Egypt.!

VII. As regards the estate tax

Article 2 of Act No. 142 of 1942 imposes an estate tax
on :

(a) All movable and immovable property inherited if

the deceased is an Egyptian, whether resident in
Egypt or abroad.

1 Article 4 of Act No. 99 1949,
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(by All real property existing in Bgypt if the deceased
is a foreigner wherever his domicile might be.

() All movable property existing in Egypt and left by a
deceased foreigner legally domiciled in Egypt or
having business or capital invested in Egypt.

There may be double taxation if an Egyptian, when
dead, leaves a capital in a foreign country. Suc.h 'capltal
will be subject to taxation according to the .prmcnple-of
political subordination and is, at the same time, s.ubject
to the tax thereupon imposed in the foreign. country .1f tlhlat
country’s law adopts the principle of economic SL.lbordmatlon
or the principle of the place of existence of the capital.

Double taxation also exists if the deceased is a foreigner
non-resident or non-domiciled in Egypt and leaves a capital
invested in Egypt.

In addition to the above mentioned tax, Act No. 159
of 1952 imposes another tax on the net amount of every
estate exceeding five thousand pounds.

Movable and immovable property existing out of Egypt,
which are left by a deceased foreigner, are not subject to estate
or inheritance taxes. The said taxes are not imposed on his
movable property existing in Egypt except in the cases referred
to in the above-mentioned para. C. of Article 2.

Section 111 - International agreements concluded between
Egypt and other countries to avoid Double Taxation.

According to Act No. 542 of 1955 the President of t.he
Republic has the authority to enter into bilateral or collective
agreements to the effect of avoiding double taxation, on the
basis of reciprocity.
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In the explanatory note to the said Act, double taxation
in its diverse forms is looked at as a financial burden on the
tax payer, as it may consume the major part of his capital
and income and as such it hinders capital from moving from
one country to another according to economic necessities and
consequently prevents their productive investment by the
best possible means.

This explanatory note adds that the purpose of enac-
ting this Act was to attract foreign capital for investment in
the various enterprises of vital effect to the support and
development of the Egyptian economy, with a view to increa-
sing the national income besides the strengthening of the
economic relations between Egypt and foreign countries. It
also says that the Government whilst entering into such
ageements shall take into consideration the basic principles
approved by the League of Natious and thereafter by the
United Nations Organisation. These principles are summari-
sed as follows :

A. As regards incomes derived from capital :

Incomes derived from stable sources are subject to
the tax of the country where said sources exist.
Equally, the revenue of shares and dividends is
subject to the tax of the country where the financial
domicile is, that is, the country where the capital
is invested.

B. Asregards commercial and industrial profits :

The profits of an establishment appertaining to a
certain State are subject to taxes imposed by another
State wherein the said establishment achieves com-
merce or other activities through an independent
and permanent establishment.
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In this case there will be partial or total exemption from

the taxes
belongs.

(@2

in the State to which the former establishment

As regards emoluments, salaries and the like :

Emoluments and salaries paid by the Government

or any Governmental Department for Diplomatic,

Consular or Government functions are subject only

to the tax prescribed in the State which pays the
revenue, so long as such functions are considered
as ordinary Government [unctions according (o
international traditions and do not relate to any
commercial business or othier activities for the said

Government or Governmental Department.

As for wages, salarics, emoluments and remunera-
tions, for work and personal services, paid by
companies or persons, they will be subject only to
the tax of the country, where the service has begn
rendered.

As regards incomes of liberal professions :

Such incomes are subject to taxes imposed by the
State wherein the tax payer possesses an inde-
pendent establishment in which he performs his
activities.

As regards the general income-tax :

The State wherein the tax payer is domicile, or the
State of financial domicile has the right to impose
the general income-tax on the tax payer's total
income derived from that State or from other
States ; meanwhile, agreements may be made for
having (his tax reduced according to certain condi-
tions included in the said agreements.
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F. As regards the tax on Estates :

The property is subject to the tax imposed by the
country where it exists and shall be exempted from
taxes imposed by the other country.

According to Act No. 542 of 1955, the following two
agreements have been concluded :

1. An agreement, concluded between the Egyptian
Region of the U.A.R. and the Government of Swe-
den, to avoid double taxation and prevent evasion
from taxes imposed on income and capital. This
agreement was approved by the President of the
Republic on 27-7-1951.

2. An agreement concluded between the Egyptian
Region of the United Arab Republic and the
German Federal Republic, to avoid double taxation
and prevent evasion from taxes on income. This
agreement was approved by the President of the
Republic on 30-10-1958.

IV. EXTRACTS FROM THE REPORT OF THE
SUB-COMMITTEE ON “INTERNATIONAL
SALES AND PURCHASES” AND RELIEF
AGAINST DOUBLE TAXATION APPOIN-

TED AT THE FOURTH SESSION

The Third Sub-Committee met on February 16 and 20,
1961, and fully discussed the matters referred to it by the
Committee on February 15, 1961. The task of the Sub-Com-
mittee was to examine in what manner the Committee should
treat the problems concerning (1) Rules of conflict of laws
relating to International Sales and Purchases and (2) Avoidance
of Double Taxation and Fiscal Evasion, and to report its
conclusion to the Committee.

The Third Sub-Committee has now the honour to submit
to the Committee the following unanimously adopted Draft
Resolution:

® % * *  ® * * ok ok

Draft Resolution No. 2

And, considering that the avoidance of Double Taxation
and Fiscal Evasion is very important for the development of
the international investment and expansion of the world eco-
nomy in general and at the same time recognizing that the
avoidance of Double Taxation and Fiscal Evasion is a matter
of so highly technical character that their study necessitates
the assistance of technical experts, and noting that most
Governments are settling the matter by bilateral agreements,
the Committee decides that:

(I) The Secretariat be requested to ask the Governments
of the member States which have not done it so far to forward
to the Secretariat the texts, if any, of Agreements for avoidance
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of Double Taxation and Fiscal Evasion concluded by them
and the texts of the provisions of its municipal laws concerning
the avoidance of Double Taxation and Fiscal Evasion. These

texts will be distributed to the Governments of the member
States.

(II) The Sccretariat be requested to draw up, on the
basis of the conclusion of its Study (p. 390-394 of the Brief of
Document), the Topics of Discussion (questionnaires with

short comments) and send it to the Governments of the
member States.

(I11) The Committee will continue with the help of such
materials the examination of the present problem by exchanging
their views on the afore-mentioned «Topics of Discussion”
prepared by the Secretariat at the next Session.

V. TOPICS OF DISCUSSION (WITH
SHORT COMMENTS)

Prepared and Circulated by the Secretariat of the
Committee

(a) Definitions of the terms used in current tax laws

Nationality, Residence & Domicile (as used in the case of
(i) individuals and (i) legal entities and similar associations).

The cases of double taxation arise when countries
apply different criteria as regards the ‘‘personal tax liability”,
i.e. the tax liability based on the personal status of the tax
payer such as nationality, domicile, residence, or. d;tjmc
differently the circumstances that give rise to s.uch‘ llabll}ty.
Thus a person is exposed to double taxation if (1? he is a
national of one country having his domicile o.r resuie_nce in
another ; (ii) he has his domicile and has residence 1n two
different countries ; and (i) he is simultaneously regarded 'by
two tax jurisdictions as domiciled or resident in their respective
territories.!

As reoards ‘legal persons’, it may be pointed out t.hat
it may be r;rc in practice for a company, etc. to be subject
to tax as a ‘resident’ in more than one country since such an
entity is generally regarded as resident in the State l_mder t.he
laws'of :vhich it is constituted or the State in which it has its
real centre of management.” [n most Cases, corporations have
their ‘real centre of management’ in the country under the l.aws
of which they are incorporated. But it is of course pgssnl?lc,
if, for instance, one country attaches importance to the ‘regist-
ration’ of a company for the purpose of taxation and the
other country to the place of weffective management.”

1 League of Nations Fiscal Committee, VModel B{la!uf'al Co'lw}!{-’,.io';
for “the Prevention of International Double Taxation and Fisca
Evasion, Mexico, D.F., July 1943, p. 38.
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() Income from real property
It may be of interest to note that the Fiscal Committee \

of the O.E.C. has, in its Report, recommended to the member It is generally an accepted prxnc1r?le follo;\rcc)(rin mr::i
countries to adopt a general definition of the term “residence” conventions _ that m(ior:rle the property
in their Conventions and has formulated special rules of property ijs taxablc in the co.unt.ry l:\vhucrgnver:tions A
preference to resolve cases of conflict, which, according is situated. «This uniform practice 10 tleeeconomic Wit i
to the Committee, cannot be solved by reference to to the fact that there is alwz.lys a very clos AR
the concept of domicile or residence ‘*‘adopted in the national e of income and the Sta | property
laws of the States concerned.””! According to this general he n'ature ok reg 1ptio€x oF
definition ““the term resident of a contracting Statc means e with the legisia

any person who, under the law of that State, is liable to
taxation therein by reason of his domicile, residence, place of :
management or any other similar criterion.” The tax laws of India, el i gpd

of the U.A.R. and Iraq also provide
taxable at the place where the p

Double Taxation

tion between the sourc :
Differences which arise concerning t

enerally settled in accordanc

are g SRR, 1D
the country where the property 1S situated

Pakistan, Ceylon, Egyptian Region
t income from real

roperty is located.

In the case of an individual who is subject to tax as a
resident in both contracting States, the Committee has pro- . tural resources such as
posed to give ‘“preference to the contracting State in which (¢) Tncome from royalties on Dna her natural deposits
the individual has a permanent home available to him.” mines, quarries, (.)il wafles 2yt 0; roperty)

If he has a permanent home in both contracting (unless taxed as Income SRS
States, the preference ‘‘shall belong to the State with which his
personal and economic relations are closest, this being under-

property is

income from real property
on, as owner

In the same way as other

& el ived by a pers

stood as centre of vital interest.”’ In the cases where the mentioned above, royalties rcic:w::nsigeratign of the right to
residence cannot be determined by reference to the above 2 possessor.OF i progcrtoys’its and resources situated on the
facts, the Committee has proposed a ‘‘subsidiary criteria, 9.0 exp\.Olt i ‘1epfhis roperty, such as mines, quarries,
first, habitual abode, and then nationality.” “If the individual surface or. in the sub-SOIHO arcpt‘“able in the country where
is national of both contracting States or of none of them, wells, springs, ?’Vﬂ'tﬁrf; 5 =

the question shall be solved by mutual agreement between the the property is situated.

Ceylon are taxed in Ceylon
resources or not, although
alties on natural

States concerned.” Royalties derived from

whether they arise from natural

Similar special rules have also been formulated by the cific reference in the law to 10y

Fiscal Committee in respect of legal persons and of partner- there 1s noO SP dine to the internal tax legislations of India

ships and associations without legal personality. For example, rcsourCCS: Acc$)r moc from royalties referred to above is

if “a legal person is a resident of both contracting States, and Pak-lsma,c;:cg::mtrics if the property is situated there.
5 . y

then it shall be deemed to be a resident of the contracting State taxable in

profits derived from a mine or other

i 2oyptian law,
in which its place of effective management is situated. Under the Egyp

i r the Fiscal
1 The Elimination of Double Taxation, second Report by the

1 Elimination of Double Taxation, Report of the Fiscal Committee Committee of the O0.E.E.C., p. 48.
of the O.E.E.C., 1958, page 56,




