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The tax impact of applying the Egyptian Accounting Standard for Financial Leasing:
a comparative study
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Abstract:

The research aimed to conduct a comparative study between the tax impact of the
Egyptian Accounting Standards numbers (20) and (49), and the laws regulating the finance
leasing activity; to show the effect of changing the regulatory laws and the shift from
applying the Egyptian Accounting Standard No. (20) to the Egyptian Accounting Standard
No. (49) on an Income tax base for both Lessor and Lessee and income tax payable on
finance leases,

A comparative study was conducted to test the research hypotheses and answer
research questions by analyzing data of two applied cases mentioned in the application of
the standard of 49 " Lease Contracts ", issued by the Financial Supervisory Authority,

The researcher found several results, the most important of which is that changing in
the regulatory laws and a change in accounting standards will not have a material impact on
the Lessor's Income Tax Base, but the fundamental effect will be on displaying items in the
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financial statements (statement of financial position and income statement) and the required
- disclosures. As for the Lessee, a change in the regulatory laws and a change in accounting
standards substantially affect the income tax base for the Lessee on financing leasing
operations, in addition to its important impact on the presentation of the items in the:
financial statements and the required disclosures. The effect of those changes on the income
tax owed on financing leases depends on whether or not the Lessee uses the purchase right
option, so the effect is positive and substantial if the right to purchase option is not
implemented, and the effect is not material if it is implemented.

The researcher recommended the necessity of forming a specialized committee in the
Tax Authority to study the tax implications of the amendments in accounting standards, and-
the effective participation of the Authority in discussing and drafting relevant legislations
before they are issued, and hold intensive training courses in the application of the standard
for professional accountants, accountants of financial leasing companies and tax officials to
identify proper accounting and tax treatments for financial leasing operations, and develop a
tax accounting model for the tax accounting of the financial leasing activity to facilitate the
tax accounting process for this activity. '

Key words: Fiﬁancial Leasing, Lessor, Lessee, Egyptian Accounting Standard No. (20},

Egyptian Accounting Standard No." (24), Egyptian-Accounting Standard No. (49),
Law No. 95 of 1995, Law No. 176 of 2018, Income Tax Law 91 of 2005.
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