INCOME TAX LAW



Chapter One

Definitions

Article 1: Definitions
The following words and phrases, wherever mentioned in this Law, shall have

the meanings next to them unless the context requires otherwise:

The Minister: Minister of Finance

The Department: Department of Zakat and Income.

Tax: Income tax imposed in accordance with this Law.

Person: Any natural or corporate person.

Taxpayer: Any person subject to tax in accordance with this Law.
Activity: A commercial activity in all its forms, or any vocational,

professional or other similar activity for profit. This includes
the use of movable and immovable property.

Royalties: Payments received for use of or the right to use intellectual
rights, including, but not limited to, copyright, patents,
designs, industrial secrets, trademarks and trade names,
know-how, trade secrets, business, goodwill, and payments
received against the use of information related to industrial,
commercial or scientific expertise, or against granting the
right to exploit natural and mineral resources.

The Kingdom: Lands and territorial waters of the Kingdom of Saudi Arabia,
its air space and its rights in the zone divided between it and
the State of Kuwait. This includes marine or semi-marine
areas that are under the sovereignty, sovereignty rights or
jurisdiction of the Kingdom in accordance with International
Law.

Capital company: A joint stock company, a limited liability company, or a
company limited by shares. For purposes of this Law,
investment funds shall be considered capital companies.

Partnership: A general partnership, a silent partnership, or a limited
partnership.

Resident: A natural person, a company that satisfies the residency

conditions stipulated in Article Three of this Law, any



Nonresident:

Saudi citizen:

Commercial books:

Regulations:

governmental department or ministry, or public entity, or
any other corporate person or entity formed in the Kingdom.
Any person who does not satisfy the requirements of the
status of a resident.

A person holding Saudi nationality or who is treated as such.
Set of commercial books kept by the taxpayer in which all
commercial transactions are recorded as described by Royal
Decree No. (M/61) dated 17/12/1409H and its implementing
regulations issued by Ministerial Decision No. (699) dated
29/7/1410H, amended by Ministerial Decision No. (1110)
dated 24/12/1410H or any subsequent amendments.

Implementing regulations of this Law.

Any word or phrase with no specific definition in this Chapter shall have the

same definition it has in other Laws applicable in the Kingdom provided that such

definition is not inconsistent with the provisions of this Law.

Chapter Two

Taxpayers

Article 2: Persons Subject to Taxation

(a) A resident capital company with respect to shares of non-Saudi partners.

(b) A resident non-Saudi natural person who conducts business in the Kingdom.

(c) A nonresident who conducts business in the Kingdom through a permanent

establishment.

(d) A nonresident with other taxable income from sources within the Kingdom.

(e) A person engaged in the field of natural gas investment.

(f) A person engaged in the field of oil and hydrocarbons production.

Article 3: Concept of Residency

(a) A natural person is considered a resident in the Kingdom for a taxable

year if he meets any of the two following conditions:

@ He has a permanent place of residence in the Kingdom and resides in

the Kingdom for a total period of not less than thirty (30) days in the

taxable year.



2 He resides in the Kingdom for a period of not less than one hundred
eighty three (183) days in the taxable year.

For purposes of this paragraph, residence in the Kingdom for part of a day
is considered residence for the whole day, except in case of a person in transit between
two points outside the Kingdom.

(b) A company is considered resident in the Kingdom during the taxable
year if it meets any of the following conditions:

(1) Itis formed in accordance with the Companies Law.

(2) Its central management is located in the Kingdom.

Article 4: Permanent Establishment
(@) A permanent establishment of a nonresident in the Kingdom, unless otherwise
VIDWHG LQ WKLV SUILFOH FRQVLWIV RI WKH SHUPDQHQW SODFH RI WKH QRQUHVLGHQW-V
activity through which it carries out business, in full or in part, including
business carried out through its agent.
(b) The following are considered a permanent establishment:

(1) Construction sites, assembly facilities, and the exercise of supervisory
activities connected therewith.

(2) Installations, sites used for surveying natural resources, drilling
equipment, ships used for surveying for natural resources as well as the
exercise of supervisory activities connected therewith.

(3) A fixed base where a nonresident natural person carries out business.

(4) A branch of a nonresident company licensed to carry out business in the
Kingdom.

(c) A place is not considered a permanent establishment of a nonresident in the
Kingdom if used in the Kingdom only for the following purposes:
(1) Storing, displaying or delivering goods or products belonging to the

nonresident.
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(5) Drafting contracts for signature in connection with loans, delivery of
goods or activities of technical services.
(6) Performing any series of activities stated in subparagraphs (1) to (5) of

this paragraph.



(b) Place of payment of the income shall not be taken into account in determining
its source.
(c) For purposes of this Article, a payment made by a permanent establishment of

a nonresident in the Kingdom is considered as if paid by a resident company.

Chapter Three

Tax Base and Tax Rates

Article 6: Tax Base

(a) The tax base of a resident capital company is the shares of non-Saudi
partners in its taxable income from any activity from sources within the
Kingdom minus expenses permitted under this Law.

(b) The tax base of a resident non-Saudi natural person is his taxable
income from any activity from sources within the Kingdom minus
expenses permitted under this Law.

(c) The tax base of a non-resident who performs an activity within the
Kingdom through a permanent establishment is his taxable income
arising from or related to the activity of such establishment minus
expenses permitted under this Law.

(d) The tax base of each natural person is determined independently.

(e) The tax base of a capital company is determined separately of its

shareholders or partners.

Article 7: Tax Rates
() The tax rate of the tax base is twenty percent (20%) for each of the following:
(1) A resident capital company.

(2) A non-Saudi resident natural person who conducts business.
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Article 13: Nondeductible Expenses

No deduction is allowed for the following:

(@)
(b)

(©)
(d)
(€)
)

(9)

Expenses not connected with the earning of taxable income.

Any amounts paid or benefits offered to a shareholder, a partner or
any of their relatives which constitute salaries, wages, awards or the
like, or those which do not satisfy the conditions for transactions
among independent parties against properties or services.

Recreation expenses.

Expenses of a natural person for personal consumption.

Income tax paid in the Kingdom or in another country.

Fines and financial penalties paid or payable to any party in the
Kingdom, excluding those paid for breach of contractual conditions
and obligations.

Any bribe or similar amounts considered a criminal offense under the

laws of the Kingdom, even if paid abroad.

Article 14: Bad Debts

(@ A taxpayer may deduct bad debts arising from sales of goods or services

that have been previously declared as a taxable income of the taxpayer.

(b) A bad debt may be GHGXFIHG ZKHQ ILLFNHQ RII IKH ID[SD\HU-V ERRNV ZKHQ

there is suitable evidence proving the impossibility of collecting it, as

specified in the Regulations.

Article 15: Reserves and Allocations

No reserves or allocations may be deducted except allocations of doubtful debts

for banks. The Regulations shall determine the rules and restrictions specifying such

allocations.

Article 16: Research and Development Expenses

Research and development expenses connected with the earning of taxable

income may be deducted. Expenses for purchase of land or equipment used for

research may not be deducted. Such equipment shall be subject to depreciation under

Article Seventeen of this Law.



Article 17: Depreciation

(a)

(b)

Except for land, a depreciation may be deducted for a taxpayer's

depreciable tangible or intangible assets which lose value

because of wear and tear or obsolescence and which are wholly

or partly used in the generation of taxable income, and remain to

have a value after the end of the taxable year.

Depreciable assets are classified into groups and depreciation

rates as follows:

(1) Stationary buildings: five percent (5%).

(2) Movable industrial and agricultural buildings: ten
percent (10%).

®)
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taxable years, provided that the balance does not become in the
negative.

(f)  If the taxpayer converts its assets to personal use or if the asset
ceases to be used in the generation of taxable income, this action
by the taxpayer is deemed to be a disposal of the asset for its
market value.

(@) When fifty percent (50%) of the compensation of the assets
disposed of during the current and previous taxable years
exceeds the balance of the value of the group at the end of the
taxable year, regardless of the amount of such compensation, the
value of the group shall be reduced to zero and the excess is
included in the taxpayer's taxable income.

(n) If the balance of the value of the group at the end of the year,
after allowing for the deduction in accordance with paragraph
(d), is less than one thousand (1,000) riyals, the amount of the
balance may be deducted.

(i)  Where all the assets in a group are disposed of, the balance of the
group may be deducted at the end of the year.

(1)) Where a land is bought or sold with constructions thereon, the
value shall be reasonably apportioned to arrive at a separate
value of the construction.

(k) In case a part of the assets is used for the generation of taxable
income, a depreciation deduction is allowed for a part of the
asset value against the part of the asset used in the generation of
the taxable income.

()  As an exception to the provisions of the previous paragraphs,
assets under Build, Operate and Transfer (BOT) or Build, Own,
Operate and Transfer (BOOT) contracts may be depreciated over
the contract period or over the remaining period of the contract,

if acquired or renewed during that period.
Article 18: Expenses of Asset Repair and Improvement

(a) Expenses incurred by the taxpayer for the repair or improvement of

depreciable assets in each group may be deducted.
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(b)

The amount
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taxable years until the cumulative loss is fully offset. The
Regulations shall specify the maximum limits allowed to be
annually deducted.

(b) A net operating loss is the deductions allowed under this
Chapter which are in excess of the taxable income for the taxable
year.

(c) To calculate the net operating loss for a natural person, the
deductions and income for activity only shall be taken into

consideration.

Chapter Six

Tax Accounting Rules

Article 22: Taxable year

() 7KHVWD[DEOH \HDU LV WKH GWDWH-V 1LVFDO \HDU

(b) A taxpayer may use a twelve-month period other than the one specified
in paragraph (a) of this Article as a taxable year, in accordance with the
restrictions specified in the Regulations.

(c) If a taxpayer changes its taxable year, the interval between the last full
taxable year prior to the change and the starting date of the new taxable
year shall be considered as a short independent fiscal period. The first
year of a new taxpayer or the last year of a taxpayer in case of
discontinuation or liquidation may be a short independent fiscal year,
unless it is stipulated to be a long fiscal year in accordance with
Companies Law.

(d) Groups of related companies, as defined in Article Sixty Four of this

Law, shall use the same taxable year.

Article 23: Method of Accounting
(a) A taxpayer's method of accounting must clearly reflect the taxpayer's income.
(b) The gross income and expenses of a resident company, and any other taxpayer

who keeps or is required by Law to keep commercial books according to the
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(b) The percentage of work accomplished is determined by comparing the costs of
the contract incurred during the taxable year with the total estimated cost of the
contract.

(C) DRU SXUSRVHV RI WKLV SUILFOH WKH WHUP J0RQJ WHUP FRQUIUDFI- PHDQV D FRQWUDFW IRU
manufacture, installation, construction or performing services related thereto,
and whose execution is not completed within the year in which execution
started, with the exception of the contract expected to be completed within six

months of the actual starting date of work cited in the contract.

Avrticle 27: Stock

(a) A taxpayer who maintains a stock shall establish and maintain inventories for
such a stock.

(b) The cost of goods sold during the taxable year shall be deducted.

(c) The cost of goods sold during a taxable year is determined by adding the cost of
goods purchased during the year to the opening stock and subtracting the
value of the closing stock.

(d) A taxpayer who uses the cash method shall calculate the cost of stock by use of
the prime (direct) cost method or the absorption costing method, but a taxpayer
using the accrual method shall calculate the cost of stock by use of the
absorption costing method only.

(e) The value of the closing stock is the book or market value, whichever is lower at
that date. A taxpayer shall calculate the book value of the stock by use of the
weighted average method. However, it may use another method, after
obtaining a written permission from the Department, and it may not change the

method chosen except with the consent of the Department.

Chapter Seven

Additional Rules for Determining Tax Base

Article 28: Joint Property
Income or expenses relating to jointly-owned property are apportioned among

partners in proportion to their respective shares in the property.

Article 29: Valuation
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(a) If calculation of the tax base or gross income involves non-cash properties,
services, or other benefits, their fair market value is calculated as of the date it
was recorded in the books for taxation purposes.

(b) The market value of non-cash property transferred to an employee or any other
service provider is determined without regard to any restriction on transfer of

ownership.

Article 30: Currency Conversion
(a) Gross income and tax base are calculated in Saudi riyal.
(b) If calculation of income involves an amount in a currency other than the Saudi
riyal, the amount shall be calculated for taxation purposes in Saudi riyal at the
exchange rate declared by the Saudi Arabian Monetary Agency on the date of

the transaction.
Article 31: Indirect Payments or Benefits

The gross income of a taxpayer shall include any payment from which the taxpayer

benefits directly or indirectly, as well as any payment dealt with according to its

16



follows:

o))
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(c) The cost base decreases, but not below zero, by the cost of distributions
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partnership against acquiring a share in such partnership.

(b) The partner is considered an owner of a share in the partnership equal
to the difference between the value of the asset transferred by him to the
partnership according to market prices and the amount paid to him. If
the amount paid to him exceeds the market price, the excess amount

shall be considered as distribution to the partner by the partnership.

Article 41: Transfer of Asset Ownership from a Partnership to a Partner

(@) $ SDUIQHUVKLS:-V WUDQVIHU RI D QRQ-cash asset to a partner therein,
LQFOXGLQJ OLTXLGDWLRQ RI WKH SDUIQHU-V VKDUH LV WUHDWHG DV D GLVSRVDO RI
the asset by the partnership, with declaration of gain or loss on the
transfer date.

(b) A partner shall take the cost base of the asset which equals the market
value of the asset.

(c) A partner is deemed to have received a distribution of profit from the
partnership with a value equal to the market price for the ownership of
the asset transferred to him without paying its cost. The partner is
treated as having disposed of part or all of his share in the partnership,

LI WKH HVILPDIHG GLWULEXWLRQ H[FHHGV WKH SDUIQHU-V FRWW EDVH LQ WKH

20



Rules of Taxation on Capital Companies

Article 43: General Provisions

(a) A taxshall be imposed on the shares of general partners in a partnership
(LPLIHG E\ VKDUHY DV LQ D SDUIQHUVKLS —+HQFHIRUIK WKH JHQHUDO SDUNIQHUV-
shares are deducted in determining the tax base of the partnership. The
provisions of this Law which are applicable to partnerships shall apply
to the shares of general partners in partnerships limited by shares.

(b) In case of a change of fifty percent (50%) or more in the ownership or
control of a capital company, the share of a non-Saudi may not be
deducted in losses incurred prior to the change in accordance with

Article Twenty One of this Law in taxable years following the change.

Chapter Ten

Natural Gas Investment Tax

Article 44:
A natural gas investment tax shall be imposed on every person engaged in natural
gas investment, gas liquids and condensates within the Kingdom, its exclusive

economic region or its continental shelf.

Article 45:

(@) Natural gas investment activities shall mean drilling, production, collection,
treatment, processing, fractionation of natural gas liquids, production and
gathering of gas condensates as well as transportation of natural gas, its liquids
and gas condensates.

(b) Transportation shall mean transporting natural gas from purification plants to
processing and fractionation plants or from any such plants to end user
facilities, as well as transporting gas condensates and its liquids. That does not

include local distribution networks and pipelines constructed by non-gas
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are extracted from wells completed in gas condensate reservoirs and become

liquid at standard conditions of temperature and pressure.

Avrticle 46:

Income from natural gas investment activities shall be the gross income derived
from the sale, exchange or transfer of natural gas and its liquids, gas condensates,
including sulfur and other products, as well as any other incidental or non-operational
LQFRPH GHULYHG IURP WKH WD[SD\HU-V SULPPDU\ DFILYLIN UHJDUGOHW RI LWV WNSH RU VRXUFH
including income derived from the utilization of excess energy in a facility subject to

natural gas investment tax.

Article 47:
The natural gas investment tax base shall be the gross income referred to in
Article Forty Six of this Law, minus the expenses deductible under this Law. The

amounts of royalties and surface rentals shall be considered as deductible expenses.

Article 48:

The natural gas investment tax rate for any taxable year shall be determined on
the basis of the internal rate of return on the cumulative annual cash flows of the
taxpayer derived from natural gas investment activities. The tax rate applicable to
natural gas investment tax base of the taxpayer shall be in accordance with the

following table:

Internal Rate |Natural Gas
of Return Investment | IRR% | NGIT | IRR% | NGIT | IRR% | NGIT
(IRR) Tax (NGIT) % % %
8.0 or less 30.00 11.0 32.61 14.0 57.50 17.0 82.39
8.1 30.15 11.1 32.87 14.1 58.87 17.1 82.63
8.2 30.17 11.2 33.15 14.2 60.24 17.2 82.85
8.3 30.18 11.3 33.46 14.3 61.59 17.3 83.04
8.4 30.20 11.4 33.80 14.4 62.93 17.4 83.22
8.5 30.22 115 34.17 145 64.24 175 83.39
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9.5 30.60 12.5 40.03 15.5 74.97 18.5 84.40
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production of petroleum or the production of both petroleum and natural gas, with
UHVSHFW IR VXFK FRPSDQ\-V DFILYLILHV ZLWKLQ LW DUHDV Rl RSHUDILRQV RU FRQFHWLRQ DV

delineated upon the effectiveness of this Law.

Article 54:
The provisions of paragraph (c) of Article Seven of this Law shall not apply to the

gas investment tax base for any taxpayer subject to the natural gas investment tax.

Article 55:

Where no stipulation is provided for in this Chapter, the provisions of other
Articles of this Law shall apply to the taxpayer subject to the natural gas investment
tax.

Chapter Eleven

General Provisions

Article 56: Tax Administration
The Department is the body responsible for the administration, examination,

assessment and collection of income tax.

Article 57: Taxpayers Registration
(a) Every person subiject to tax in accordance with this Law shall register with the
Department before the end of its first fiscal year.
(b) The provisions of this Article shall not apply to taxpayers subject only to final

withholding tax in accordance with Article Sixty Eigh6In961 0 ect tment

25



(b)
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Article 60: Declarations

(a) Every taxpayer required to file a declaration shall file it in the prescribed form,
include its identification number, and pay the due tax thereon to the
Department.

(b) The tax declaration shall be filed within one hundred and twenty days
following the end of the taxable year for which the declaration was made.

(©
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cessation of work stated in the contract, is jointly liable for any tax claim
due on the contract. The Regulations shall specify restrictions and

procedures required to implement this obligation.

Article 62;: Examination and Assessment Procedures

(@)

(b)

(©)

The Department may correct and adjust the tax shown on the
declaration to make it conform to the provisions of this Law, and it may
perform tax assessment if the taxpayer does not file its declaration.

The Department shall notify the taxpayer of the tax assessment under
paragraph (a) of this Article and the tax due on it by a registered official
letter, or by any other means that proves its receipt of the notification.
Subject to Article Sixty Five of this Law, if it becomes clear to the
Department that the tax it previously accepted is incorrect, the
Department may make an additional assessment on the taxpayer. The
Department shall notify the taxpayer of the additional assessment and
the reasons therefor. The taxpayer may object to the assessment as

stipulated in the rules of objection.

Article 63: Anti Tax-Avoidance Procedures

(@)

(b)

(©)

(d)

For the purpose of tax determination, the Department may:

(1)  disregard any transaction with no tax effect.

2 re-classify transactions whose form does not reflect their substance

and put them in their real form.

The Department may make tax assessment due on the taxpayer using the
estimated tax method according to facts and circumstances pertaining to the
taxpayer if the taxpayer fails to file its declaration on time or keep precise
accounts, books and records, or to comply with the form, pattern and method
required in its books and records.
The Department may re-allocate revenues and expenses in transactions among
related parties or parties under the same body, as to reflect the returns that
would have resulted if the parties were independent and unrelated.
A taxpayer is may not deduct a loss resulting from the transfer of properties

between it and a party related thereto. Unless otherwise provided for by this
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3 As for agencies administering properties endowed
for specific purposes, a natural person is deemed
related thereto if he benefits or is capable of
benefiting from them, either alone or with a related

person or persons, in accordance with this Article.

(¢) Companies and agencies are deemed under common control if the same
person or related persons control fifty percent (50%) or more according

to this Article as follows:

(1) With respect to partnerships, control means the ownership of rights to
its income or capital, either directly or indirectly, through a subsidiary

company or companies of any type.

(2) With respect to capital companies, control means ownership of the
voting rights therein or its value, either directly or indirectly, through a

subsidiary company or companies of any type.

(3) With respect to agencies that administrate properties endowed for
specific purposes, control means the possession of a beneficial interest in

their income or assets.

Article 65: Statutory Period of Tax Assessment

(a) The Department may, with a reasoned notification, make or amend a
tax assessment within five years from the end of the deadline specified
for filing the tax declaration for the taxable year, or at any time, upon a
written consent of the taxpayer.

(b) The Department may make or amend an assessment within ten years
of the deadline specified for filing the tax declaration for the taxable
year if a taxpayer does not file its tax declaration, or it is found that the
declaration is incomplete or incorrect with the intent of tax evasion.

(c) A taxpayer may request a refund of overpaid amounts at any time

within five years from the end of the overpaid taxable year.

Article 66: Objection and Appeal
(a) 7KH WD[SD\HU PD\ REIHFW WR WKH =HSDUWPHQW-V DVVHWPHQW ZLWKLQ VL[W\ GD\V RI

receipt of the assessment letter. The assessment shall be final and the tax
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payable if the taxpayer agrees to the assessment or does not object to it within
the said period.

(b) An objection shall not be considered valid unless the taxpayer has paid the dues
for undisputed terms within the period specified for objection, or has obtained
an approval to pay the tax in installments in accordance with Article Seventy
One of this Law.

(c) The tax shall be payable upon a decision by the Preliminary Objection
Committee, and it shall be considered final unless the decision is appealed by
the taxpayer or the Department within sixty days from receiving it.

(d) The Department and the taxpayer may appeal the decision of the Preliminary
Objection Committee before the Appeal Committee within sixty days from the
date of receiving the decision.

(e) The taxpayer who wants to appeal the decision of the Preliminary Objection
Committee shall file the application for appeal within the prescribed period and
pay the due tax according to the mentioned decision or submit an accepted
bank guarantee of the amount.

(f) 7KH $SSHDO &RP PLIWHH-V GHFLVLRQ VKDO0 EH 1LQD0 DQG ELQGLQJ XQOHW DSSHDOHG
before the Board of Grievances within sixty days from the date of notification of

the decision.

Article 67: Formation and Jurisdiction of Preliminary Objection and
Appeal Committees

() Preliminary Objection Committees with jurisdiction to settle tax disputes shall
be formed by a decision of the Minister.

(b) The Council of Ministers shall issue a resolution, pursuant to a
recommendation by the Minister, to form an Appeal Committee to review the
WD[SD\HU-V RU WKH =HSDWPHQU-V DSSHDOV WR WD[ UHODWHG GHFLVLRQV LWXHG EN\
Preliminary Objection Committees.

(c) The Regulations shall specify the powers, jurisdictions and work procedures of
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Article 68: Tax Withholding
(a) Every resident, whether or not a taxpayer according to this Law, and a
permanent establishment of a non-resident in the Kingdom which pays
an amount to a non-resident from a source in the Kingdom shall
withhold tax from the paid amount according to the following rates:

(1) BHQI « « « « « €« « € € € € € € € € € L & & € & & &« & &«

(2) Royalty or proFHHGY « « « « « « « €« € €« € € €« € « « « « «

(3) ODQDIHPHQN THHV « « « « « « € €« € € € € € € €« & « & « «

(4) 3D\PHQIV IRU DLULQH WLFNHIV DLU RU PDULILPH IUHLIKI « « « « « «

(5) 3D\PHQW IRU LQWHUQDWLRQDO WHOHFRP P XQLFDILRQV VHUYLFHV « « «  «

(6) Any other payments specified in the Regulations, provided that the tax

rate does not exceed 15%

In the case of amounts paid by a natural person, the conditions for
withholding stipulated under this Article shall apply to the payments pertaining to
his activity.

(b) A person withholding tax under this Article shall comply with the
following:

(1) Registering with the Department and pay the amount

withheld to the Department within the first ten days from
the month following the month of payment to the
beneficiary.

(2) Providing the beneficiary with a certificate stating the

value of the amount paid to him and the value of the tax
withheld.

(3) Providing the Department, at the end of the taxable year,

ZUK WKH QDPH DGGUHW DQG WKH EHQHILFLDUN-V UHJLVWUDILRQ
number (identification number), if available, along with
any other information the Department may require.
(4) Maintaining records required to prove the correctness of
the withheld tax as specified by the Regulations.
(c) The person responsible for withholding tax under this Article is
personally liable to pay the unpaid tax and any delay fines resulting
therefrom in accordance with paragraph (a) of Article Seventy Seven, if

any of the following cases applies to him:
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(a) Without prejudice to paragraph (b) of this Article, a taxpayer who
realizes income in the taxable year shall pay three advance payments of
tax on or prior to the last day of the sixth, ninth and twelfth months of
the taxable year. The amount of payment is the result of the following
equation:

25% X (A 2 B)

where :

A= 7KHUD[SD\HU-V D[ IRUWKH SUHFHGLQJ \HDr according to its declaration.

B=  The amount of tax paid in the preceding year by withholding

from the source in accordance with Article Sixty Eight of this
Law.
(b) A taxpayer shall not be obligated to make advance payments under

paragraph (a) of this Art
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(b) From the sales returns, the expenses of the seizure and sale shall be paid first,
then tax and fines. Any remaining amount shall be returned to the taxpayer.
(c) Sale of the taxpayer's properties shall be suspended during the period of the
administrative or judicial review of the assessment on the basis of which the
seizure was made, except for:
(1) perishable properties,
(2) SURSHUILHV VROG EN\ WKH = HSDUWPHQW XSRQ WKH WD[SD\HU-V UHTXHW

Article 75: Freezing of Funds Due to the Taxpayer

(a) Following the freezing, the Department may issue notices to a third
party, including the employer, banks or financial institutions, ordering
direct payment to the Department of any funds that the third party
owes the taxpayer on or after the date of receipt of the freezing
notification.

(b) A notice may be issued to the taxpayer's employer, and its validity may
be limited to a specified period.

(¢) The monthly maintenance due upon the taxpayer as well as its living
expenses stipulated by provisions of other laws in force are not subject
to freezing.

(d) A person complying with the provisions of this Article and Articles
Seventy Three and Seventy Four of this Law shall be exempted from
any obligation to the taxpayer or any other person, regarding the value

of properties seized from the time of its compliance.

Chapter Fourteen

Fines

Article 76: Fine for Failure to File the Declaration
(a) A taxpayer not complying with the provisions of paragraphs (a, b, d and
f) of Article Sixty of this Law, shall be subject to a fine of one percent
(1%) of its gross income provided that the fine does not exceed twenty
thousand (20,000) riyals.
(b)In case of failure to file the declaration within the prescribed time, the

following fine shall be imposed in lieu of the fine stipulated under
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paragraph (a) of this Article, if the fine under paragraph (a) is less than
the amount specified under this paragraph:
(1) Five percent (5%) of the unpaid tax if the delay does not exceed thirty
(30) days of the date specified by Law.
(2) Ten percent (10%) of the unpaid tax if the delay exceeds thirty (30) days
and does not exceed ninety (90) days of the date specified by Law.

®)
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changing of purchase or sale invoices or other documents
with the intention of understating profits or overstating
losses.

(4) Not declaring one or more of the taxable activities.

(5) Destroying or hiding books, records or documents prior
IR WKH = HSDUWPHQW-V H[DPLQDILRQ

Article 78: Liability of Certified Accountants

Without prejudice to the Certified Accountants Law, the Department may
prosecute any certified accountant proven to have presented or certified false
statements, which constitutes a violation of established accounting principles with the

intention of assisting the taxpayer to evade all or part of the tax.

Chapter Fifteen
7KH OLQLWWHU-V 3RZHWV

BUILFOH 7KH OLQLWHU-V 3RZHW
The Minister shall have the following powers:

(a) Issuing the Implementing Regulations of this Law.

(b) Issuing instructions and taking measures he deems necessary for the
implementation of this Law.

(c) Amending depreciation groups and rates stipulated in Article Seventeen of
this Law.

(d) Canceling tax debt and fines that have been determined uncollectable. The
Regulations shall specify the cases where collection is impossible.

(e) *UDQILQJ UHPXQHUDILRQV XSRQ UHFRPPHQGDILRQV EN\ WKH =HSDUIPHQN-V
Director General to employees for outstanding performance of their work.
The Regulations shall specify the conditions and restrictions for such

remuneration.

Chapter Sixteen
Concluding Provisions

SBUILFOH ~ /DZ-V (1IHFILYHQHW = DliH
(a) This Law shall be published in the Official Gazette and shall come into

effect after ninety days from its publication date.
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(b) This Law shall apply to taxable years beginning after the date of its

(©)

coming into force. As for taxable years starting on or prior to the date of
its coming into force, they shall be subject to tax laws in effect prior to
issuance of this Law.

This Law shall nullify the Income Tax Law issued by Royal Decree No.
(3321), dated 21/1/1370H and its amendments, the Law of Additional
Income Tax on Companies Engaged in Production of Oil and
Hydrocarbons issued by Royal Decree No. (7634), dated 16/3/1370H
and its amendments, and the Natural Gas Investment Tax Law issued
by Royal Decree No. (M/37), dated 25/ 6/ 1424H.

(d) Tax withholding provisions of Article Sixty Eight of this Law shall

become effective from the date of its coming into force.

Article 81: Transitional Provisions

(@)

(b) Operational losses incurred before the entry into force of the Council of
OLQLVWHUV- S5HVROXWLRQ 1R GDIHG + PD\ QRIl EH FDUULHG IRUZDUG

(©

In case of acquiring an asset in a taxable year prior to the effectiveness of this
Law, the value to be added to the appropriate group shall be the cost of the

asset minus any depreciation deduction previously granted to the taxpayer.

Operational losses incurred by the taxpayer during a tax exemption period

ma BDC ,6te
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