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Law No. (17) of 2010
Concerning
Income Tax

On behalf of the people:President of the Republic:
 Having reviewed the constitution of the Republic of Yemen.
 And after the approval of the House of the Representatives.

(We have promulgated the following law):

Part I
Applied Conditions

Chapter I
Recitation and definitions

Article (1): This law shall be cited as "Income Tax Law".
Article (2): Definitions: In this Law, the following words and expressions, wherever theyappear, shall have the meanings accorded opposite each of them, unless thecontext otherwise requires:
Republic: Republic of Yemen
Minister: Minister of Finance.
Commissioner: Chairman of the Tax Authority
Authority: Tax Authority (Tax Administration)
Law: Income Tax Law
Executive Regulations: The Executive Regulations of this law.
Tax: Any tax levied in accordance with the provisions of this law.
Person: Natural or legal person. Legal person includes the following:

 Capital companies: Stock companies, Stock Limitedpartnerships, and limited liability companies.
 Partnerships: Partnerships, Limited partnerships,Particular Partnership companies and de factocorporations.
 Cooperative, charitable and other societies subject tothe provisions of cooperatives Act, cooperative



2

federations and forums.
 State central and decentralized organizations, publicand mixed institutions, agencies and companies, aswell as other public legal entities.
 Foreign Banks, companies and establishments, even iftheir head offices are based abroad and their brancheis in Yemen.Court: Tax Court of First Instance.Taxpayer: A person who is subject to tax/taxes in accordance with theprovisions of this law, or whereby the person is required topay or withhold and remit such tax/taxes to the TaxAdministration; such person shall also include exemptperson under this Act and the investment law or any otherlaw.Foreign Taxpayer: Natural person other than Yemenis, whether resident ornon-resident.Establishment A firm comprised of physical and moral elements, which isengaged in commercial, industrial, service, real estate orprofessional activities, or otherwise.Related Person: Shall mean any person related to a taxpayer in a way thataffects the determination of the tax base, including:a) Husband, wife, descendents and ascendants;b) Capital company and the person who directly orindirectly holds therein at least 50% of the number orvalue of shares, or voting rights;c) Partnerships, active partners, and silent partners; andd) Any two or more companies in which a person holdsat least 50% of the number or value of shares, orvoting rights in each.

Neutral price: The price upon which two or more unrelated personsdeal, and which is determined according to market forcesand transaction conditionsRevenues: Shall mean and include the following:1) Interest and all amounts and financial values arising outof:
 Loans and credit facilities;
 Balances with banks;
 Bonds, instruments and all types of fundingoperations;
 Murabaha in Islamic banks;
 Deposits and saving accounts at banks;
 Deposits and saving accounts with mail boxes; and
 Treasury bonds.
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2) Any profits resulting from:
 Sale of securities for trading purposes; and
 Sale of securities for holding purposes.3) All financial amounts and values generated from anyother sources; the implementing regulations includescriteria for determining such sources and the resultingfinancial amounts and values as revenues.Royalties: The amounts paid, of any kind, in return of using, or theright of use such as copyrights related to a literary, art, orscientific work, including cinema movies, and any patent,trademark, design, model, plan, formula, or secret process,or in return for using or leasing or the right to use industrial,commercial, or scientific equipment, or information relatedto industrial, commercial, or scientific expertise.

Mining activity: The activities of mining and quarrying, excavations, search,exploration and exploitation activities of both metallic andnon metallic minerals, as well as the associated business andindustrial activities.Natural reservoirs: The whereabouts of minerals, industrial and constructionmaterials.Mines: Natural reservoirs out of which minerals are extracted fromthe earth or from the surface.Quarries: Natural reservoirs out of which industrial and constructionmaterials are extracted from the groundMetallic minerals: Minerals; the separation of which results in one or moremetals like iron, copper, nickel, lead, zinc, aluminum andcobalt.Non-metallic minerals: The minerals used in the industry in their primary status asraw materials and out of which no metal such as Magnesiumand Sodium may be extracted.
Article (3): Residence: For the purposes of this law, the residence of natural or legal persons isdetermined as follows:

FIRST: A natural person is deemed resident in the Republic in any of the followingcases:1. If having a permanent place of residence in the Republic;2. The residing in the Republic for a period of not less than one hundred and eighty-three consecutive or intermittent days within twelve months ending in such fiscalyear, in the event such natural person does not have a permanent place of residencein the Republic; and
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3. A Yemeni national working abroad, but receiving a job income from the Republic.
SECOND: A legal person is deemed resident in the Republic in any of the followingcases:1- If incorporated in accordance with the applicable laws of Yemen;2- If its main or effective managing headquarters is in the Republic;3- If it is a corporation in which the State or any state-owned legal person holds morethan 50% of its capital.The Executive Regulation of this law establishes the rules and regulations of thepermanent place of residence of the legal person and its actual managingheadquarters.
THIRD: Non-Resident: Any natural or legal person not meeting the conditions ofthe resident person described in items I and II of this article.

Article (4): Permanent Establishment: For the purposes of applying the provisions of this law,a "permanent establishment" shall mean each fixed place of business through which all or part ofthe projects activities of a non-resident person are carried out in Yemen, including the following:a) The head office;b) The branch;c) The premises used for sales;d) The office;e) The factory;f) The workshop;g) The Mine, oil field, Gas well, the quarry or any other place for extraction ofnatural resources, including wood, or any other forest production;h) The farm or plants;i) A building site, construction project, assembly, preparations, or any associatedsupervisory activities. And any person working for an affiliated project shallbe deemed as permanent establishment as long as such person is authorizedto conclude and approve contracts on behalf of the project; unless theactivities of such person are limited to the purchase of goods or merchandisefor the project;j) The following shall not be deemed as a permanent establishment:1. Utilization of the facilities solely for the purposes of storage and displayof goods and commodities owned by a project;2. Keeping a stock of goods or merchandise belonging to the project forstorage or display purposes;3. Keeping a stock of goods or merchandise belonging to the projectexclusively for the purposes of re-cycling by another project;4. Maintaining a fixed place of a business solely dealing with the purchaseof goods or merchandise or collection of information for the project;
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5. Maintaining a fixed place of business solely for carrying out anypreliminary or ancillary activity for the project;6. Maintaining a fixed place of business where any group of the activitiesreferred to in the preceding paragraphs are performed, provided thatthe overall activity of the fixed place of business resulting out of suchgroup of activities is of a preliminary or ancillary capacity only; and7. Industrial or commercial business performed by a foreign companythrough a general broker or agent or any other autonomous agent oncommission basis, unless such broker or agent has devoted most of itstime or effort during the tax period for the benefit of the foreigncompany. However, the control by a non-resident company over aresident one shall not mean that the resident company is a permanentestablishment for the other non-resident company.
Article (5): Income realized from a source in the Republic shall includes the following:a) Income generated from services rendered in the Republic, including salaries,wages and other similar benefits and the like;b) Income paid by a resident employer, even if the work is performed abroad;c) Income earned by a sportsman, or an artist for activity performed in theRepublic;d) The income earned through activities performed by a non-resident person,through a permanent establishment in the Republic;e) The income earned as a result of having disposed of movable property of apermanent establishment in the Republic in any way;f) The income generated through the lease or sale of real estate and the likelocated in the Republic;g) Dividends of a resident capital company;h) Dividends paid by a resident legal persons;i) The proceeds paid by the government, local Authority Units, legal persons orany resident person in the Republic, and the proceeds paid by a permanentestablishment with headquarters in the Republic, even if the owner is a non-resident;j) The amounts of rent, licensing fees and royalties paid by a resident person orwhich is paid to a permanent establishment having headquarterz in theRepublic, even if the owner of such establishment is not residing in theRepublic;; andk) The income earned through any other activity carried out in the Republic.
Article (6): Foreign Tax: is the tax paid outside the Republic by a resident legal person on itsoverseas earnings; and the resident legal person may deduct the amount of the foreign tax
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actually paid overseas from the tax payable under the provisions of this law which is includedwithin its tax base, while observing the following:a) The deduction may not exceed the amount of the tax payable under this law withrespect to the foreign income and gains and which would be paid in the Republic onthat income;b) Losses incurred overseas may not, in any case whatsoever, be deducted from the taxbase in the Republic; andc) The taxpayer (legal person), claiming deduction of the paid foreign tax, pursuant to theprovisions of this Article, shall submit to the Authority a proof to substantiate that it issubject to a foreign tax and the basis of taxation; particularly the amount of the foreigntax paid overseas together with the documents supporting the payment of such tax.
Article (7): Tax Year: is the fiscal year beginning on the first of January and ending on December31 of each year, or the overlapping fiscal year of 12 months period which is taken as the basis oftax assessment. However, the tax may be assessed for a period more or less than 12 months asfollows:A. The tax may be assessed for a period of less than 12 months in the following cases:1. The initial commercial period of the establishment, whether such period ends bythe end of the year or at any other date the establishment determines as the endof its fiscal year;2. The cessation, assignment of business, death or bankruptcy events , whichoccurs before the end of the fiscal year;3. The establishment which starts maintaining regular books of account during thefiscal year, in which case the taxable income shall be independently determinedfrom the beginning of the fiscal year to the date such establishment startsmaintaining the books; and4. In the event the establishment changes the end of its fiscal year and closes itsaccounts at a date earlier than the date on which its accounts for the precedingyear were closed based on an application submitted by the taxpayer indicatingthe reasons of such change.B. The tax may be assessed for a period of more than 12 months with regard to theestablishments that are required to close their accounts for a period of more than oneyear, but not exceeding 18 months, as a result of business cessation, waiver, bankruptcyor any other legal and supported reason

Chapter II
Scope of income tax

Article (8): Scope of Tax: income taxes provided in this law shall be levied on the following:A. The income generated by the resident legal persons, whether gained inside or outsidethe Republic;B. The income realized by the resident natural persons;
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C. The income of natural persons, whether resident or non-resident, from an externalsource through businesses or services performed in the Republic; andD. The income of non-resident persons, whether natural or legal, gained within theRepublic.
Chapter III

Types of Income Taxes
Sub-chapter I

Tax on Commercial and Industrial Profits
Section I

SCOPE OF TAX

Article (9): The tax shall be levied annually on all incomes generated from trade, industrial andservice activities, as well as the following profits and earnings:a) The profits realized from a transaction or transactions carried out by brokers andcommission agents (though confined to only one transaction), and in general, all profitsrealized by any establishment or person who is engaged in the brokerage business topurchase or sell any type of commodities, services, or financial values and all movableassets, or the purchase or sale of real estate or trading stores.b) Profits of persons who buy for their own account all kinds of movable and immovableassets to lease or resell them to others for the purpose of generating profits, as well asprofits of persons engaged in leasing such assets for the purpose of re-leasing the same;and this shall include the profits of persons leasing equipped assets for commercial,residential or industrial purposes with the tools and all or some intangible elementsnecessary for their operation, as per the nature of the activity.c) Profits earned by all types of franchising companies, whether resident or non-resident, aswell as profits generated by partnership and capital companies, whatever their activitiesor purposes may be and regardless of the activities they undertake, whether becommercial, industrial, financial or real-estate.d) Profits earned by those engaged in the construction or purchase of real estate for theirown account for the purpose of selling them as a profession, whether such profits resultfrom selling the property as a whole or divided into apartments, rooms, administrative orcommercial units, or otherwise.e) Profits generated through building, construction and contracting operations.f) Capital profits, including those earned through the sale of an establishment, or any of itsassets, shares, quota, or assignment or change of its ownership in a way other thaninheritance, whether during or at the end of the activity. The income shall be deemedearned by the transfer of the ownership, shares, quotas or the establishment, or the assetsfrom the owner to another person, or liquidation or merger with other legal person.
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g) Profits earned through compensation, including the compensation obtained againstevacuation of the establishment leased premises or its warehouses in favor of anotherperson.h) Profits of any contract concluded or finalized in the Republic, whether being a contractingagreement, undertakings, tendering, agency commission, registration agreement orcommercial brokerage and the like, whether the source of funding is located inside oroutside the Republic.i) Profits of resident natural persons earned within the Republic.j) Profits earned by resident legal persons inside or outside the Republic.k) Profits of non-resident persons that are earned in the Republic through provision of aservice, engagement in any activity, profession or single transaction in the Republic,subject to the double taxation avoidance agreements in which the Republic is a signingparty.l) Profit of economic units of the public, mixed sectors and their sub-sectors, whenever anyof these units practice business activities which are, in their nature, subject to the taxprovisions set out in accordance with this Law, and to the extent of such taxable activities.m) Amounts received against selling, leasing or granting a concession for use, or exploitationof any trademark, design, patent, or copy, publication and serial rights, in compliance withthe applicable laws.n) Income generated from the sale or assignment of the ownership, liquidation or merger of alegal person with another legal person.o) Income generated from all types of insurance or re-insurance business, as well as theincome generated from land, marine or air transport, including incomes earned fromshipping, stevedoring, discharging, packing and other associated activities.p) Incomes of establishments and companies working in oil and gas field, as well as otherminerals.q) Income generated from competitions and the like.r) Income generated from financial and operational leases contracts.s) Revenues generated outside the Republic by any legal person licensed under the Yemenilaws.t) Interests and commissions, including the interests, discounts, differences of exchange rateand commissions charged by the financial companies, exchange companies, exchangers,insurance companies, brokers and banks against the services provided to their clients,without prejudice to the provisions of paragraph (f) of Article (21) of this Act,.u) Differences in currencies.v) The income and profits earned by the companies working in the field of communicationsand information technology.
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w) Non-exempt profits and incomes generated through any other source and which are notcovered in paragraphs (a) to (v) of this article, and are not subject to another income tax inaccordance with this law.
Section II

Taxable Income
Article (10): Net Profit:The taxable commercial and industrial profits shall be determined on the basis of therevenues generated through all commercial, industrial and service operations of alltypes conducted by the taxpayer, including the compensation and other revenuesearned by the taxpayer, as well as the profits earned as a result of the liquidation thattook place during the tax year, less all deductible costs in accordance with theprovisions of this law. The net profit is determined on the basis of the income statementprepared in accordance with the accounting standards adopted in the Republic,provided that the tax base is determined in accordance with the provisions of this law.
Article (11): Partnerships:If related persons have set conditions for their commercial or financial transactionsother than those operative among non-related persons, either to reduce the tax base orto shift the tax burden from a taxable person to an exempt or non-taxable one, theAuthority is entitled to determine the taxable profit on the basis of the neutral price.The Executive Regulations of this law shall determine the methods of calculating theneutral price.
Article (12): Long-term Contracts:a) The tax base for long-term contracts is determined on the basis of the rate of theexecuted portion of each contract during the tax year. The executed rate of eachcontract is determined on the basis of the actual cost of the works implemented untilthe end of the tax year prorated to the total estimated cost of the contract.b) The profit of the contract is determined by the difference between the contract valueand its cost estimates. And the estimated profit of the contract during each tax year isdetermined by the percentage of the profit estimated according to the precedentparagraph prorated to that executed during the tax year; provided that the contractprofit is adjusted at the end of the tax year in which the contract was completed. Suchprofit shall be calculated on the actual revenues of the contract less the actual costsafter deducting the previously estimated profits.c) If the closing accounts of the tax year, in which the contract is completed, concluded aloss, such loss shall be deducted from the profits of the previous tax period (s) specifiedfor completion of the contract, provided that the deduction does not exceed thecontract profit during such period, and the tax must be re-calculated on this basis andthe taxpayer shall recover the paid amount in excess of that.d) If the loss arising out of the contract execution exceeds the limits referred to in theprevious paragraph, the outstanding losses shall be carried forward to the subsequentyears, according to the provisions of article (19) herein, provided that losses shall notbe carries forward beyond five years. The executive regulation shall determine therules required to calculate the net profit or losses of the long-term contracts.e) A "long-term contract" means a manufacturing, processing or construction contract, orperformance of the associated services thereof, carried out by an establishment for
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third parties based on a fixed value, and the implementation of which requires morethan one tax period.
Article (13): Deductible Costs:a) The taxable net profit is determined on the basis of the gross profit after deducting allcosts and expenses needed to realize and maintain such profits. The deductible costs andexpenses must be:1. Related to the commercial, industrial or service activity and essential forcarrying out the activity.2. Real and supported by documents, except for costs and expenses which,customarily, do not need supporting documents to prove their relevance to thatactivity, provided that such costs and expenses shall not exceed 2% of the netprofit based on the principles provided for in the executive regulation.b) The following costs and expenses are deductible:1- The rental value of real estate leased by the taxpayer for the purpose of undertaking itsvarious activities, except for the rental value based on Financial lease contracts.2- Depreciations pursuant to the provisions of article (16 and 17) of this law.3- Fees and taxes paid by the firm, except for the tax paid by the taxpayer according to thislaw.4- Zakat on trade and Industry paid by the taxpayer under Zakat Act.5- Donations and subsidies paid to non-governmental organizations and associationsregistered with the competent authorities with their headquarters located in theRepublic; provided that the value of such donations and subsidies does not exceed 5%(Five Percent) of the net profit. Donations and subsidies, whatever their value is, forbuilding mosques, shelters or for the government, the Yemeni army, schools, publichospitals, dams, public roads and drinking water projects, as well as donations andsubsidies for charitable or humanitarian purposes recognized by the government shallbe deemed as costs.6- Insurance premiums paid by the taxpayer to local insurance companies based oncontracts to cover the assets, operations and the personnel of the establishment.7- Salaries, remuneration and the like, medical treatment expenses paid to the personnel,and the social insurance contributions paid by employer to the Public Corporation ofSocial Insurances in favor of its employees, as well as the contribution of the employerin any retirement, saving or any other Fund established by the employer in accordancewith the applicable laws to serve as severance or pension, or any other Funds that maybe established for social and medical Solidarity purposes.8- Travel expenses relevant to the activities of the establishment.9- Losses incurred by the taxpayer as a result of substantiated incidents of theft,embezzlement or damages, provided that the taxpayer has not been compensated for.
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10- Foreign Exchange differences.11- Proceeds and commissions on loans obtained by the taxpayer from a third party forits operations, subject to the provisions of article (15) of this law.12- Share of the subsidiary out of the expenditures of the headquarters located outsidethe Republic, provided that such expenses shall not include the salaries paid for anyoperations performed in Yemen, proceeds, or royalties and that the deductibleexpenditures shall not exceed 2% (two percent) of the taxable proits real ized in theRepublic.13- Membership remuneration and allowances received by Chairmen and members of theboards of directors.14- Training expenses of the personnel in accordance with the conditions set out in theexecutive regulation.15- Financial penalties related to the operations of the establishment.c) 1. The taxpayer who hires workers or employees for permanent posts for the first timeafter enforcement of this law may claim additional discount calculated as follows:
 50% of the salaries of these workers or employees for the irst year ofemployment;
 40% of the salaries of these workers or employees for the second year oftheir employment;
 30% of the salaries of these workers or employees for the third year of theiremployment;
 20% of the salaries of these workers or employees for the fourth year of theiremployment; and
 10% of the salaries of these workers or employees for the ifth year of theiremployment.However, such additional deduction shall not result in any tax loss.2. For the purpose of applying the provisions of this article, an employee or workershall mean each natural person connected with the establishment as an employeewhether based on an employment contract or appointment resolution, providedthat the minimum working hours are not less than 35 hours per week.3. To acquire the right to claim additional deduction in accordance with clause (1) ofthis paragraph, the following conditions shall be met:

 The taxpayer maintains books and accounts on regular basis; and
 The taxpayer submits the monthly tax declarations on the salaries andwages, and pays the due tax on the specified legal dates accompaniedby the list of the new workers or employees together with theiremployment contracts, as well as those workers or employees whoselabor contracts have been terminated..4. The additional deduction provided in item (1) of this paragraph may not be claimedfor the following cases:
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 Hiring or recruitment of workers or staff not included in the records ofinsurance and pensions;
 Hiring or recruitment of non-Yemeni workers or staff;
 Recruitment of foreign companies operating in the oil and gas field, theirsubcontractors, as well as recruitment with the enterprises and companiesoperating in mining field which are subject to the provisions of Section IV,Chapter III of Part I of this Law.

Article (14): The following are not deductible costs: The following shall not be deducted fromthe profit:a) The amounts that establishments or companies set aside from their profits to formdifferent types of allocations to cover expected losses, with the exception of the following:1) Technical provisions and reserves that insurance companies are required to formpursuant to the provisions of Insurance Supervision and Monitoring Act and theprocedures established by the executive regulation.2) Banks' allowanaces for doubtful accounts which are made according to the rules andinstructions issued by the Central Bank.b) Capital gains the individual taxpayer may charge on his/her capital, or the salary which thetaxpayer may decide for himself as self-remuneration in consideration of his work for theestablishment, as well as capital profits, salaries and interest on the payable currentaccounts of the establishment which the partners in both partnerships and limitedpartnerships may charge and which are not subject to salaries and wages tax.c) Amounts withdrawn by the owner of the establishment in cash or in-kind.d) Proceeds of all types of loans and credits paid to non-taxable or exempt natural persons.e) Any amounts paid to the stakeholders including the distributed shares of profits anddividends.f) Proceeds of loans made by the general partners of the company.
Article (15) Non-deductible Proceeds:The proceeds and commissions on loans contracted with third parties in accordance with item(11), paragraph (b) of Article (13) of this law are deductible, provided that the proceeds andcommissions that would be paid in case the funding does not exceed 70% of the loans and 30% ofthe capital. However, entitlement to deduction is based on the following:a) The discount must be based on the actual interest or commission paid.b) In the event the taxpayer obtained a loan from any affiliated party, the deduction shall notexceed the interest of the loan based on the international rates of interests prevailing at
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the date of the loan, which, in no case, shall exceed 4% in addition to the interest rateoffered by the Central Bank of Yemen on the date the loan was paid. The provisions of thisarticle shall apply to the legal person, excluding banks and insurance companies.
Article (16): Calculation of Depreciation:

FIRST: For the purposes of applying the provisions of this law, and notwithstanding anythingcontained in any other law, depreciation on the assets of the establishment shall be calculatedat the time the taxable profit is determined with the view that depreciation shall be deductedby the owner of the assets. In the event such asset is leased based on financial lease contractregistered with the competent authority, depreciation shall be deducted by the lessee ated bythe lessee. However, for the lessee to deduct the depreciation, the following conditions shouldbe met:a) The financial lease contract includes purchase option or transfer of the ownership ofthe asset to the lessee.b) The present value of lease payments is, at the time the contract is concluded,deemed to be the cost of the leased asset for the lessee.c) The leased asset is in the possession of the original tenant and is used for theintended purposes.d) The following lease contracts are not included:1- Lease contract of the sub-lessee;2- Sub-lease contract under which the lessor transfers the asset to anothertenant.3- Lease contract of the supplier/owner (called "sale and re-lease") underwhich the supplier sells the asset to the lessor and then lease it, where thesupplier becomes a tenant.e) The term of the financial lease contract shall not be less than three years.
SECOND: Depreciation of a firm's assets shall be calculated as follows:a) (5%) of the cost of procuring, constructing, developing, renovating or reconstruction ofany building, establishment, vessels and aircrafts, for each tax year.b) (10%) of the cost of procuring, developing, improving or renovation of any of intangibleassets being purchased, including the goodwill, for each tax year.c) The following two categories of assets are to be depreciated according to theDepreciable Base System at the rates corresponding to each:1. For computer sets, information systems, software and data storage devices shallbe depreciated at 50% of the depreciable base for each tax year.
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2. For all other assets, 25% of the depreciable base for each tax year.d) No depreciation shall be calculated for lands, works of art, monuments, jewelry andother assets which by nature are not depreciable.
THIRD:a) 40% of the cost of the used consumable assets shall be deducted, whether such assetsare new or used, during the first tax year during which such assets are used, anddepreciations shall be calculated in accordance with item (SECOND) of this article forthat period after deduction of the 40% provided for in this paragraph (a) of this item ofthe present article. However, the taxpayer, shall, at all times, maintain books andaccounts on regular basis.b) Deduction of the 40% provided for in paragraph (a) of this item of the present articleshall not apply to the used assets of the establishments and companies working in thefield of oil, gas and other minerals (mining)

Article (17): Depreciation Base:a) For the purpose of applying the provisions of article (16) of this law, depreciationbase shall mean the historical cost of the asset, on the basis of fixed rate method tobe adopted as the base for calculating the depreciation, and the historical cost shallinclude all capital expenditure incurred in renovating or developing the asset.b) The Executive Regulations sets up the principles and rules of calculating thedepreciation.
Article (18): Bad debts:a. Bad debts excluded by the taxpayer from the establishment's books and accountingrecords shall be set off, provided the delivery of a documentary evidence certified by acertified auditor proving that such debts are dead and that the collection of which isimpossible, and after making sure that the following requirements are met:a. That the firm keeps proper accounting records.b. That the debt is associated with the establishment's business.c. That the amount of the debt has been previously included in the establishment'saccounts.d. That the establishment has taken serious actions to recover the debt, but failed tocollect it within two years as of the maturity date.b. For Large Taxpayers, the report of the Auditor, who certified the tax declaration, shallindicate that the requirements provided for in clause (a) of this article have been met.c. Bad debits resulted out of the loans and facilities extended by the companies, banks andfinancial institutions to the members of their borad of directors or stakeholders may notbe set off.
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d. Amounts received by the establishment as part of the bad debt referred to in this articlemust be recorded once all or part of the debt is collected in the same year in which suchamounts are collected.
Article (19): Posting losses:a) If the final account of a taxable year is closed in a loss for any taxpayer who provideda tax declaration certified by a chartered accountant based on proper books andaccounts in accordance with the provisions of this law, this loss shall be includedwithin the expenditures of the succeeding year following the year of loss and shall bededucted from its profits. If, however, the profit does not cover the loss, theremained portion of the loss shall be carried forward to the succeeding year, and soon up to the fifth year. No remaining portion of the loss may be carried forwardbeyond the fifth year.b) The provisions of paragraph (a) shall not apply to losses incurred by the companyduring the tax year and previous tax years if there is a change in the ownership of itscapital by 100%.
Article (20): Re-assessment of the Assets:a) Tax shall not apply to the profits resulted from re-assessment of the assets of a soleproprietorship when offered as an in-kind share in return of a contribution to the capital ofa joint stock company, provided that:

1) The values of the assets are registered at their book value in its accounts at the dateof contribution (sharing) for tax purposes.
2) The corresponding shares of the in-kind shares shall be nominal, and
3) Shall not be disposed of through sale during the next three years following the taxyear in which the contribution is made.b) In case of a change in the legal form of one or more legal persons, the capital gains andlosses as a result of the re-assessment shall not be included in the profit and loss account,provided that the assets and liabilities are registered at their book value at the time of thechange in the legal form for the purpose of tax assessment, and that calculation of assetsdepreciation, posting the reserves and provisions are made in accordance with the rulesapplicable before making such change.c) The following ,in particular, are deemed to be a change in the legal form:1- Merger of two or more resident companies.2- Splitting of a resident company into two or more resident companies.3- Transformation or change in the legal entity or a legal person;4- Separation or liquidation;5- The purchase or acquisition of 50% or more of the shares or the voting rights,whether in terms of number or value, of a resident company against shares in thepurchasing or acquiring company; and
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6- The purchase or acquisition of 50% or more of the assets and liabilities of a residentcompany by another resident company in return of shares in the purchasing oracquiring company.
Section III

Tax Exemptions

Article (21): Exemptions: The following incomes shall be tax exempt:a) The income of private charitable associations and institutions, non-profitable civil societyorganizations whose financial and material resources are all comprised of donations,grants and subsidies, and any other revenues generated through development of thoseresources. For an organization to be entitled to tax exemption, the following conditions arerequired:1- The organization is duly registered and maintains valid license in accordance withthe relevant law; and2- The activities of the organization are limited to charitable ones only.In case paid services are provided, the charged price must be nominal, and theauthority shall be entitled to assess tax in the event the authority determines that theorganization undertakes commercial activities.b) Profits generated from agricultural land, horticulture, artisanal fishing, artisanal animalhusbandry, apiculture and poultry, or forestry including transforming their productsthrough simple manual operation.c) Profits generated from exporting industrial, agricultural and craft products; the executiveregulation sets out the rules and procedures regulating that.d) Distribution of dividends of shares or quotas, which resident legal persons receive for theirparticipation in other resident legal persons, provided that the industrial and commercialtax has been already paid for such dividends of shares or quotas prior to distribution, evenif such persons are tax exempt.e) Interests on treasury bonds when paid to resident individuals.f) Proceeds generated by natural persons from their deposits and saving accounts in banksand mailboxes, and the proceeds of their shares and quotas they receive from various legalentities.
Section IV

Provisions of Tax on Mining Activity
Sub-Section I

Scope of the Tax

Article (22): Scope of Application:a) Subject to the provisions of this law, the provisions of this section shall apply to theactivities of mining, quarrying, excavation, exploration and exploitation activities ofmetallic and non-metallic minerals, as well as the associated commercial and industrialactivities, except with regard to oil and gas.
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b) Anything not provided for in this section, the provisions, rules and procedures containedin this law shall apply to the taxpayers engaged in the mining activities described inparagraph (a) of this Article.
Article (23): Scope of Tax:a) The tax shall be levied annually on all income derived from the business and the activitiesdescribed in paragraph (a) of Article (22) of this law, whether such income is realized by anatural or legal person, and in no way shall the income derived from such activities and/orbusiness enjoy tax exemptions contained the investment law, including large-scale mininginvestment projects.b) The commercial and industrial profit tax shall be levied on the taxpayers engaged inmining activities in accordance with the provisions of paragraph (b), Article (63) of thisAct.c) Amounts paid to foreign entities or non-resident person shall be taxable in accordancewith the provisions of Article (71) of this Act.
Article (24): The scope of tax shall include:a) Profits of persons earned from each mining, quarrying, excavation, exploration andexploitation activity of metallic and non-metallic minerals, as well as the associatedcommercial and industrial activities; each independently and separately from the otheractivities of the taxpayer.b) Profits of persons from the invested funds equivalent to One Hundred and Fifty MillionUnited States Dollar (US$150,000,000) and more in a single investment project, so thateach investment project is deemed an independent and separate tax base from the other,even if both projects belong to a single taxpayer.

Sub-Section II
Taxable Income

Article (25): Determination of Profits:Profits of mining activities shall be determined on the basis of the gross revenues of alloperations of excavation, exploration and exploitation of metallic and non-metallic minerals, aswell as the associated commercial and industrial activities carried out or realized by the taxpayerduring the tax year, including the profits earned through liquidation realized during such yearafter deduction of all deductible costs. The net profit is determined on the basis of the incomestatement prepared in accordance with the generally accepted accounting principles, providedthat the tax base to be determined in accordance with the provision of this law.
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Article (26): Mining Activities Expenses:The net taxable profits shall be calculated in accordance with the provisions contained inparagraphs (a) and (b) of Article (13) and articles (14, 15 and 18) of the law which deal with thededuction of the costs required to generate and maintain the the profit, plus:a) Royalties imposed by law on the exercise of mining activity paid to the State and relevantparties that arise out of the exploration activity.b) Fees and rents paid to others and the costs of transport services, including fees paid to thestate excluding the rental value under financial lease contracts.c) Marketing expenditure of minerals and mineral products, provided that it shall not exceed2% of the sales value of such minerals and mineral products.d) The cost of minerals excavation and exploration which may be treated in accordance withany of the following two options:
 As expenses in the year in which it was incurred, or to be accumulated anddepreciated on straight-line basis by 20%, provided that deduction to be startedas of the year in which the first sale of metals taken from a mine or quarry takesplace, provided that the deductible costs of excavation and exploration areassociated with a permit or a license legally granted to taxpayer.e) Depreciation in accordance with the provisions contained in sections I and II of Article(16) and the provisions of Article (17) of this Act. However, the following are excludedfrom the depreciation rates set out in section II of Article (16):1. Depreciation on the excavation, mining and quarrying equipments, wheredepreciations is calculated on the basis of fixed rate method by 20%, provided thatdeduction of depreciation shall start as of the year in which such equipments areused. The executive regulation sets out the depreciable equipments like excavation,mining and quarrying equipments.2. Pre-production costs including cost of developing the site of the mine or the quarry,feasibility study, marketing study and the cost of the environmental assessmentmade before the commencement of sales of minerals which are depreciated on thebais of straight line method by 20%, provided that deduction shall commence as ofthe year in which the taxpayer makes the first sale of minerals obtained from themine or the quarry to which such costs are associated. The executive regulation setsout the depreciable pre-production costs.f) Cash amounts at the time they are depsited ina  designated account approved by thecompetent governmental body for the purpose of protecting the environment of the mineor quarry site at a later time, provided that such cash deposit shall be final and non-refundable.g) Environmental protection and rehabilitation costs not covered by the provisions ofparagraph (f) of this article.h) Donations and subsidies in accordance with the provisions of item (5) of paragraph (b) ofArticle (13) of the Act to include grants and aids granted to the communities affected bymining and quarrying activities.i) Exploration costs associated with expanding the mining project, the cost of which is notless than one hundred and fifty Million United States Dollar (US$150,000,000) being
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deemed as the cost of exploitation project, though exploration costs are not associatedwith the area of the land granted to the taxpayer for the mining project.
Sub-section III

Fixing the Tax System
Article (27): Fixed Taxation Agreement:a) In the event a taxpayer invests in a minerals investment project equivalent to onehundred and fifty Million United States Dollar (US$150,000,000) and more during the firstfive years of the project, and the taxpayer voluntarily submitted an application to theMinister of Finance to enter into fixed taxation agreement, the Minsiter of Finance,together with the Minister of Oil and Minerals, shall conclude standard a fixed taxationagreement with the taxpayer which shall ensure tax system stability for the taxpayer forthe first ten years starting from the first year of production and sale made by such project.b) Standard fixed taxation agreement shall set out the prices and rates of each of theindustrial and commercial profits tax, general sales tax, customs duties, royalties, and anyother tax or duties included in the agreement in accordance with the rates and prices setforth in the relevant laws applicable at the time the standard agreement of tax fixing isconcluded.c) The Executive Regulations determines the elements and the framework of the fixedtaxation agreement according to the following criteria:1. An application to enter into fixed taxation agreement is submitted by the taxpayer;2. Fixing the taxation system in accordance with the applicable laws in force at thetime of concluding the agreement;3. The terms and conditions set out in the fixed taxation agreement comply with theprovisions of tax laws, customs Act and Mining Act applicable at the time ofconcluding the agreement;4. Identiying and relieving the taxpayer of any changes in the rate of income tax,general sales tax, customs duty, royalities and other tax or fees calculated on a stablebasis in accordance with the laws in force at the date of concluding the agreement;5. The agreement shall set out the taxes, customs duties, levies and other fees imposedon the taxpayer in in accordance with the relevant laws in force at the agreement isconcluded;6. The right of the taxpayer to export and sell its products at the international marketprices;7. Ensuring the right of the taxpayer to receive and dispose of foreign currencygenerated through such sales;8. In the event the taxpayer fails to invest amount equivalent to one hundred and fiftyMillion United States Dollar (US$150,000,000) during the first five years of theproject, fixed taxation agreement shall be considered null and void;9. The agreement is signed by both parties; the government side represented by theMinister of Finance and the Minister of Oil and Minerals on one hand, and thetaxpayer who requested to enter into fixed taxation agreement, on the other hand;
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d) A taxpayer who enters into fixed taxation agreement in accordance with the provisions ofparagraphs (a, b and c) of this Article shall pay, on an annual basis under the income taxaccount, and in return of fixing the tax, two percent (2%) of the assessed annualcommercial and industrial tax base, in addition to other taxes due on the taxpayer,including income tax, duties, and other levies in accordance with the fixed taxationagreement;e) Upon finalizing the procedures of signing the standard fixed taxation agreement by theMinister of Finance and Minsiter of Oil and Minerals, the Tax Authority, Customs Authority,the Central Bank and the relevant authorities shall be advised for implementation inaccordance with the terms and conditions set forth in the agreement.
Article (28): Exception to the Fixed Taxation System:Salaries and wages tax, revenues of real estate tax, tax on the transfer of property ownership areexcluded from fixed taxation system stated in Article (27) of this law. The provisions andprocedural rules related tax collection, appeals, penalties and legal deadlines of tax payment andsubmission of the annual and monthly declarations shall not apply to this fixed taxation.However, tax laws and the relevant laws applicable at the time the legal merit arises shall applyin this regard.

Sub-Section IV
Tax Declarations of the Taxpayers Engaged in Mining Activities

Article (29): Submission of the Declaration: Each taxpayer engaged in mining and quarryingactivities, excavation, search, exploration and exploitation activities of metallic and non-metallicminerals, as well as the the associated commercial and industrial activities during the tax yearshall submit an annual tax declaration by the legal deadline in accordance with the provisions setforth in this law.
Article (30): Declaration Annexes:Subject to the provisions of the tax declarations contained in this law, each taxpayer engaged inmining activities shall submit tax declaration together with the supporting documents to provethe correctness of the figures used in calculating the rates, costs, deductions and commissionstogether copis of the sales and purchase or funding contracts.
Article (31): Regular Accounts Records:Subject to the provisions of Article (32) of this Act, each taxpayer engaged in mining activitiesshall hold regular accounting records with all revenues and costs associated with the miningactivity, as well as the associated commercial and industrial operations classified in accordancewith the accounting principles and declare them for for income tax purposes.
Article (32): Investing More than 150 Million Dollars in Mining Activities:A taxpayer who intends to establish a single investment project equal to one hundred and fiftymillion dollars (US$150) and more shall hold regular accounts, and establishes a separatestructure in which taxable revenues and costs associated with the project are classified, andsubmit the tax declaration on the investment project independently, regardless of any otherrelated mining projects belonging to the same taxpayer.

(Section V)
Taxation Rules and principles of
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Small-scale and Micro-enterprises
Article (33):a) The rules and procedures contained in this section shall apply to the activities of small-scale and micro-enterprises taxpayers subject to commercial and industrial tax, non-commercial and non-industrial professions tax, salary and wages tax in accordance withthe provisions of this law.b) The provisions and rules contained in this section shall not apply to non-residenttaxpayers, the agencies and branches of foreign companies and houses.c) The rules, provisions and procedures included in this law shall apply to the activities of thesmall-scale and micro-enterprises with regard to anything not provided for in this section.

Sub-Section I
Small Enterprises

Article (34): Definition: For the purposes of applying the provisions of this law, smallenterprises shall means each natural or juristic taxpayer whose annual turnover (gross value ofits annual sales or revenues) is over One million five hundred thousand Riyals (1,500,000) butnot exceeding Twenty Million Riyals (20 M), and the number of personnel is not less than 4workers but not exceeding 9 workers. In each case, the purpose of classifying small and micro-enterprises is based on giving the priority to the turnover, taking into account the adjustedinflation rate by the Central Bank.
Article (35): Determining the Tax Base:a) The tax base (net profit) of the taxable small enterprises for the commercial and industrialprofit tax and the tax on the net profit of non-commercial and non-industrial professionsshall be determined at a percentage of the figure of turnover based on the type of activity,as follows:

 10% of the total value of sales for the commercial and industrial activities or ofthe total value of construction works;
 20% of the total value of sales (revenue or income) of the service andprofessional activities; and
 5% of the total value of sales for the basic foodstuffs (wheat, flour, rice andsugar), provided that it is not an importer.b) The due tax is calculated based on the tax base determined in accordance with theprovisions of paragraph (a) of this article based on the tax brackets and rates stated inarticle (62) of this law, including the natural and juristic taxable small enterprises.c) Classification of the commercial, service and professional activities shall be promulgatedby a decree from the Minister based on a presentation of the Commissioner.

Article (36): Books and Records:
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Taxpayers of small enterprises shall maintain books and records in accordance with thegenerally acceptable accounting practices, and shall prepare documented records of the revenuessufficient to determine the sales of the activity for tax purposes.
Article (37): Declarations:Taxpayers of small enterprises shall submit their tax declaration annually to the Authorityor any of its branches, and shall, on the basis of the declaration, settle the tax not later thanApril 30 of each year for the preceding tax year. The declaration should be made using themodel prepared by the authority for this purpose including the following:a) Total value of sales or revenues, or the total value of contracts executed duringthe tax year based on the books and records the taxpayer is required to keep;b) The tax base is determined in accordance with the rules stated in paragraph(a) of Article (35) of this law; andc) The due tax is assessed and determined in accordance with paragraph (b) ofArticle (35) of this law;The authority shall accept the tax declaration and the taxpayer shall be liable for thecorrectness of the declaration.
Article (38): Tax Assessment:Tax assessment for small enterprises is made according to one of the following cases:a. Based on the tax declaration submitted by the taxpayer; orb. Assessment: In case the taxpayers failed to submit its tax declaration, the authoritymay assess the tax through assessment based on the following:1) Assessing the turnover (total value of sales or revenues of the tax year) inlight of the available date and information. The executive regulation includesassessment indicators and criteria;2) Determining the tax base in accordance with the provisions of paragraph (a)of Article (35) of this law;3) Assessing and determining the due tax in accordance with paragraph (b) ofArticle (35) of this law;4) The taxpayer may appeal against the tax assessment made by the taxadministration in accordance with the provisions of this law.
Article (39):a) Taxable small enterprises may submit their tax declarations and determine the tax inaccordance with the provisions of Article (10) or article (45) of this law based on thebooks and records stated under Article (86) of this Law, provided that the declaration issubmitted on time using the model prepared by the authority for this purpose togetherwith the income statement. The Authority shall accept the declaration on the liability of thetaxpayer. The due tax shall be paid based on and at the time stipulated for submission ofthe declaration.
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b) For the provisions of paragraph (a) of this article to apply, the taxpayer shall submit thedeclaration together with an application addressed to the tax administration to adjust thetax assessment based on the income statement and the general provisions contained inthis law, and confirm its commitment to continue settling tax accounts based on suchincome statement for a period not less than three consecutive years.
Article (40): Payroll Tax (Salaries and Wages Tax):a) Microentrepreneur shall deduct from the income of their personnel and staff the amountof the payable tax according to this law, and shall, on quarterly basis, remit the tax payablefor the preceding three months to the Authority, any of its offices, the central bank or anyother authorized bank during the first ten days of the fourth month based on a declarationand using the form prepared for this purpose.b) The Authority shall accept the submitted declarations on the liability of the taxpayer inaccordance with the provisions of paragraph (a)of this article.c) In the event the taxpayer fails to submit tax declarations with regard to salaries and wagestax in accordance with the provisions of paragraph (a) of this article, the authority mayassess the tax through estimation in light of the data available to it in accordance with theprovisions of this law.
Article (41): a grace period of bookkeeping penalty:Taxpayers of small enterprises shall be granted a grace period of five years from thedate this law enters into force during which taxable small enterprises are relieved fromthe penalties imposed under the provisions of paragraph (a) of Article (140) of this Act.

Sub-Section II
Micro-Enterprises

Article (42): Deini tion :For the purpose of applying the provisions of this law, micro-enterprises shall meaneach natural taxpayer whose annual turnover (gross value of its annual sales orrevenues) does not exceed One million and ive hundr ed thous and Ri yal s (1, 500, 000)and the number of its personnel does not exceed 3 workers, taking into account theprovisions of article (34) of this law.
Article (43): Below the Tax‑free Threshold:Micro-enterprises whose annual turnover does not exceed or below One million andive hundr ed t hous and Ri yal s (1, 500, 000)  are out of the scope of commercial andindustrial profits tax, non-commercial and non-industrial professions tax imposedunder the provisions of this law.
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Sub-chapter II
Tax on Net Income of

Non-commercial and Non-industrial Professions
Section I

Scope of Tax

Article (44): Vocational Income: The tax shall be imposed on the following:1. Taxable net revenues of the non - commercial and non- industrial professions, which areperformed independently by the taxpayers, where the basic element is the work, if suchrevenues are realized through business practiced in the Republic;2. Revenue received by intellectual property rights’ holders through the sale or use of suchrights;3. Any other revenues generated through any profession or activity not subject tocommercial and industrial profits tax.
Section II

Taxable Incomes
Article (45): Net Income:Taxable incomes shall be determined annually on the basis of the revenues realized during thetax year. Such revenues shall includes the income earned from non-commercial and non-industrial professions, proceeds generate through the use of the professional assets, or waiver ofthe place or offices of business in whole or in part, and any other amounts resulted from theclosure. The net revenue is determined on the basis of the income generated from variousoperations in accordance with the provisions of this law, after deduction of all costs and expensesnecessary to practice the profession.
Article (46): Deduction of Costs/Expenses:In order to reach the net income of non-commercial and non-industrial professions, all costs andexpenses required to perform the profession or the activity shall be calculated and deducted inaccordance with the provisions of this law.
Article (47): Posting Losses:Taxpayers of non-commercial and non-industrial professions who hold books and accountingrecords shall have the right to carry losses forward in accordance with the provisions of Article(19) of this Act.

Sub-chapter III
Tax on Salaries and the Like (Payroll Tax)

Section I
Taxable Income

Article (48): Scope of Tax:The tax shall be imposed on the salaries, wages and other similar cash and in-kind benefits andadvantages, as follows:a) All amounts paid to the employee or worker in consideration of his/her work, whether onthe basis of an employment contract or not, whatever the title, method or reasons of the
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paid amounts, and whether paid to him/her in consideration of the work performed insideor outside the Republic as long as the source of such paid amounts is the republic, exceptwhat has been excluded under this law.b) Remuneration received by the taxpayer or the employee from a foreign source inconsideration of services performed in the Republic.c) Salaries, bonuses and allowances paid to the chairmen and the members of the boardsother than stakeholders in the units of the public and mixed sectors.d) Salaries and bonuses paid to the chairmen or members of the boards and managers ofcapital companies.
Article (49): Taxable incomes shall not include the following:a) The amounts allocated as pension premium in accordance with the applicable laws andregulations.b) Compensations granted to meet the obligations and expenses of the job, includingpresentation, appearance, hospitality , travel and transportation allowances.And generally, all compensations granted to the employee to meet the expenses andobligations of job or task requirements the employee is assigned to persorm, within thelimits of the rates and the criteria set forth in the executive regulations.

Section II
Tax Exemptions

Article (50): The following are tax exempt:a) Earnings received by the ambassadors and consuls of foreign nations represented in theRepublic, members of the diplomatic and consular corps and their foreign staff, providedsimilar reciprocity. Such exemption shall include only the income generated from theactivities pertaining to the practice of their aforementioned posts;b) Earnings received by non-Yemeni individuals in consideration of their official duties withthe international organizations established under the General International Law, and theincomes earned by non-Yemeni staff members from governmental or non-governmentalorganization based on agreements concluded with the Yemeni government, againstprovision of relief services to Yemen;c) Compensation against work incidents and injuries including lifetime allowancesdetermined to be paid to workers or their dependents after death against work incidentsor injury, in accordance with the rules and regulations in force;d) Pension and Severance allowances;e) Compensations or allowances paid to meet work burden, medical subsidies and the aidsgranted based on medical reports with the supporting documents issued by the relevantauthorities; andf) Daily wages earned by the workers in various sectors based on the criteria and principlesestablished by the Executive Regulations.
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Sub-chapter IV
Tax on Real Estate Revenues

Section I
Scope of the Tax

Article (51): Scope of the Tax:a) An annual tax shall be imposed on the revenues of constructed real – estate, ready andmoveable buildings, the vacant and rented land for different purposes.b) The taxpayer meant here is the owner of the property, or the owner of the right of useto the property leased from the State, and the legal representative of the taxpayer shallbe liable for settlement of the tax on behalf of the taxpayer.
Section II

Taxable Incomes

Article (52): Proceeds of Real Estate: shall mean the the total sum of the annual income of theproperty leased for various purposes.
Article (53): Rental Value:a) The actual income of real estate is determined based on reliable lease contracts. In theevent the revenue is not known or the lease contract is proved to be incorrect, theAuthority shall be entitled to assess the revenue in accordance with criteria set out inthe Executive Regulation.b) The net taxable revenue of real estate is determined by the total annual income inaccordance with the provisions of paragraph (a) of this article with respect to naturalpersons.c) The income generated by the legal person from the proceeds of the real estate shall beincluded within the commercial and industrial profits tax base when determining thenet taxable proceeds of the real estate for legal persons, and the taxpayer shall beentitled to deduct the necessary expenses incurred in realization of this incomepursuant to the provisions of this law.

Section III
Tax Exemptions

Article (54): The following shall be tax exempt:a) Real estate used by its owners for any purpose whatsoever;b) Real estate owned by Government. This shall not include the Real estate owned by thepublic and mixed sectors, as set forth in the executive regulation;c) Real estates allocated free of charge for public hospitals, health and educationalcenters, as well as the educational and health charitable free establishments inaccordance with the terms set forth in the executive regulation;d) Free of charge real estate allocated as shelters for orphans and elderly;e) Real estate owned by the Ministry of Endowment (Awqaf), and the proceeds of the realestate that are endowed for a charitable agency, charitable purpose or a public
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corporation, sport and youth clubs and establishments in accordance with the termsset forth in the executive regulation; andf) Real estate owned by the diplomatic and consular corps and internationalorganizations, subject to reciprocity.
Article (55): Expiry of Tax Liability:Tax shall be revoked on the buildings which collapse or exposed to fire, and, generally, all realestate that become unusable for any reason and do not generate any income,

Chapter IV
Tax on the Change of the Ownership of Real Estate

Sub-Chapter I
Tax Assessment

Article (56): Assessment:a) By virtue of the provisions of this law, a tax shall be assessed on the whole valuerealized from the disposal or transfer of the ownership of the real estate, whether inwhole or in part, which shall include all vacant lands, constructed real estate or thatprepared for construction, and regardless to whether such sale or disposal is madeagainst compensation or otherwise.b) Only a single tax shall apply to the sales and purchase transactions of real estate usingMurabaha system, and the lease system ending with the tenant acquisition of theownership and partnership.
Article (57): Tax Payment Liability:a) Tax payment liability shall be of the seller or the person authorized to dispose of thereal estate, or the beneficiary in whose favor the documentation procedures orownership transfer is made shall be jointly liable for payment of the tax.b) In no case shall the transfer of ownership of a property be documented or registeredby the competent authority unless the change of ownership tax imposed by this lawhave been fully paid.c) The tax varies depending on the type of disposal in a single property.

Sub-Chapter II
Scope of the Tax

Article (58): Scope of the Tax: The tax levied under the provisions of Article (56) of the Actshall apply to:a) The amounts realized from the disposal or transfer of the ownership of vacant lands,constructed real estates or those prepared for construction, whether sold or disposedof in whole or in part, and whether such sale is made against compensation orotherwise.b) The price agreed upon which is indicated in the contract (the agreement or deed ofsale).In case the contract does not mention the price, the authority shall be entitled toassess the price based on the time and place
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Article (59): Requesting Proof of Tax Payment:The proof of tax payment shall be provided upon taking any of the following actions:a) Registering the sale or disposal of taxable property with the competent authority;b) Obtaining construction permit from the competent authority;c) Documenting or authenticating any contract, agreement or deed of propertyownership by the competent authorities, including the judicial authorities.
Article (60): Information from the Relevant Authorities:The competent authorities shall provide the Authority with a monthly statement on the sale ordisposal of the undeveloped lands, constructed real estates and those prepared for constructionthat took place based on the actual data registered in the records. Such statement shall indicatename of the seller, buyer, their addresses, area, location, price and date of disposals or sale.

Sub-chapter III
Tax Exemption

Article (61): The following shall be tax exempt:a) Transfer of ownership by virtue of inheritance or will;b) Grants to religious, charitable or educational institutions;c) Grants to health or sport facilities, in accordance with the conditions set forth in theexecutive regulation;d) Acts of disposal of the real estate and lands of the public endowment;e) Sale or acts of disposal of the agricultural lands where the deed of purchase isdocumented with the competent authorities and as required by the executiveregulation, andf) Disposal acts of the State-owned lands and real estate which are transferred to anypublic agency or organization fully owned by the state.
Chapter V
Tax rates

Article (62): Tax rate of the Resident Natural Person:The tax shall be collected from the taxpayers (resident natural persons and taxable smallenterprises) on the annual proceeds subject to the commercial and industrial profits tax, non-commercial and non-industrial professions tax, salary and wages tax and the like, as follows:
 120,000 Riyal The annual exemption limit
 The next 120,000 Riyal 10%
 The next 600,000 15%
 Any amount in excess of YR 840,000 20%.

Article (63): The Tax Rate for the Legal Person and Natural Person Non-resident:a) The tax shall levy on the taxable commercial and industrial income, non-commercial andnon-industrial professions tax, without reducing the exemption limit, at a rate of twentypercent (20%) of the income generated by non-resident natural persons and legal persons,
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except as provided for in paragraph (b), (c), (d) and (e) of this article, as well as smallenterprises covered under the provisions of article (62) of this law.b) Subject to the provisions of the special agreements relating to granting the concession andproduction sharing agreements concluded with the Government of Yemen whoseconstitutional procedures have been finalized and ratified by a law, tax shall levy on thetaxable commercial and industrial profits, without reducing the exemption limit, at thirtyive percent  ( 35%) of the assessed and –non-assessed proceeds of the companiesoperating in the field of oil and gas, mining and other minerals, as well as the proceedsgenerated by all types of companies of concession.c) A tax shall levy on the proceeds subject to commercial and industrial profits tax, withoutreducing the exemption limit, at more than thirty ive percent  (35%) of the proceeds of thetaxable firms based on agreements and contracts concluded with the government ofYemen, with regard to which the highest tax rate established by the agreement or thecontract.d) The tax shall levy on the proceeds subject to commercial and industrial profits tax, withoutreducing the exemption limit, at ifty percent  (50%) of the proceeds of the cell phoneservice providers. Cell phone service providers as used herein shall mean mobile phonenetwork operators, regardless to the type of the technology and the system used by theoperator for service provision, whether GSM or CDMA or other technology alternatives andsystems used or to be uses for provision of cellular services or mobile phones in theRepublic.e) The tax shall levy on the income subject to commercial and industrial profits tax, withoutreducing the exemption limit, at thirty five percent (35%) of the proceeds generated by thefollowing persons, activities and firms:a. International telecommunications services.b. Production and importation of various kinds of cigarettes regardless to theretypes and names.f) Salary and wages tax and the like shall levy on the non-resident natural person at twentypercent (20%).
Article (64): Tax Rate for Establishment and Investment Projects:a) Notwithstanding the provisions of articles (62 and 63) of this law, the tax shall levy on theincome subject to commercial and industrial profits tax, without reducing the exemptionlimit, at ifteen percent  (15%)  of  the proceeds : the investment firms and projects, inaccordance with the following conditions:1- The invested capital is not less than amount equivalent to Three Million UnitedStates Dollars and the number of personnel actually used in such establishment orproject is not less than one hundred worker;2- The establishment or project keeps regular accounting records and submits the taxdeclaration certified by a chartered auditor in accordance with the provisions of thislaw;3- The project should maintain its investment activity licensed by the competentauthority; hence, the benefit granted under the provisions of this article iscontingent upon the project or establishment’s continuity in the same activity; and
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4- The establishment or project settles payroll tax (salary and wages tax) on regularbasis for all its personnel based on monthly declarations in accordance with theprovisions set forth in this law.b) Taxable investment projects at 15% are limited to the following projects, sectors oractivities:1- infrastructure projects of energy, electricity, drinking water, sanitation and roads;2- Land, air and ocean transport projects;3- Health development projects and hospitals;4- Computer programs and software production projects;5- Hotels, tourist cities and amusement parks; and6- Industrial and agricultural development production projects, except the projects,sectors and activities referred to in paragraph (c) of this article.c) Tax rate of 15% (Fifteen percent) provided for in paragraph (a) of this article shall notapply to any of the projects, sectors or activities that are not listed and not named withinthe projects listed in paragraph (b) of this article. Non-applicability to this tax rate shallinclude the following:1- Enterprises operating in oil, gas and mining activity;2- Projects implemented under special agreements concluded with the Government ofYemen including all types of resident and non-resident franchising companies;3- public and mixed sectors;4- Weapons and and explosive materials industry;5- Cigarettes and tobacco industries, as well as industries causing damage to theenvironment and health;6- Financial institutions and enterprises, banks of all types and names, all financial andbanking services and associated services, as well as insurance services;7- Import, wholesale and retail trade; and8- Communication services.
Article (65): Payroll Tax Rate:a) The maximum tax rate on payroll and the like for resident taxpayer shall be Fifteenpercent (15%).b) If the taxpayer is subject to several specific direct taxes in accordance with this law, suchtaxpayer shall not enjoy more than one annual exemption.
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c) The annual exemption limit of resident natural persons, being One Hundred and TwentyThousand Riyal (YR 120,000) shall be deducted from the taxable income, if the tax periodis less than 12 months.
Article (66): Tax Rate on the Other Incomes Earned by the Taxpayer:Subject to the provisions of Article (65) of this law, tax shall levy on the other incomesor receivables generated by payroll taxpayers (employees and workers) at FifteenPercent (15%) without reducing the exemption limit. Other incomes and receivablesshall include taxable benefits and bonuses under various titles, including incentives andallowances granted to chairmen and members of the board of directors, incentives,meeting allowances, commissions and grants, overtime, fees and the like. The provisionsof this article shall, in all cases, apply to the taxable benefits and payments other thanthe full monthly salary and legal allowances obtained by the employee or the worker.
Article (67): Payroll Tax Adherence to the Income of Taxpayer:The tax is determined monthly on the total net monthly income of payroll taxpayer at arate of 1/12 of the rates described in Article (62) of this law.

Article (68): Commission and Brokerage:a) The tax shall levy at ten percent (10%) on each amount paid as commission or incidentalbrokerage, which the payer shall withhold from the amount due to the beneficiary whoshall be entitled to deduct the same from the payable tax when settling tax accounts for thetax period in which the deduction was made.b) The payer of the commission or the brokerage shall remit the withheld amount to the taxadministration within fifteen days.
Article (69): Real estate Revenues Tax Rate:The tax shall levy on the real estate revenues of natural person at the rental value of one monthin the year.
Article (70): Property Change of Ownership Tax Rate:The tax shall levy on the change of ownership of the property at One Percent (1%) of the toralvalue or price of the property.
Article (71): Tax Withheld at Source:a) Tax at the rate of 10% net of any deduction shall levy on the amounts paid by the ownersof the assessed and non-assessed individual firms and legal persons, as well as any non-assessed person having a permanent establishments in the Republic to Egypt, to anyforeign agency or non-resident person. Such amounts shall include, but not limited to:1- Proceeds;2- Interest of foreign loans, with the exception of the interest on loans granted byinternational financial institutions or authorized foreign banks;3- Royalties;
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4- Remuneration in consideration of all types of services. However, the followingamount shall not be deemed in consideration of services:
 Share of a permanent establishment working in the Republic of theexpenses incurred by the head office located outside the Republic;
 Transport or freight;
 Shipping;
 Insurance on imported goods;
 Participation in trade fairs and conferences;
 Registration in the international stock markets;5- Amounts paid against transfer or use of technology or usufruct of technologylicenses;6- Sportsmen or artists activity charges, whether paid directly or through any party;7- Usufruct rights of trademark licenses;8- Use of patent rights;9- Use of the know-how; and10- Usufruct of management knowledge and other services performed within theRepublic.b) The interest on loans and credit facilities that Government and Local Authority Unitsreceive from sources outside the Republic are exempt from the tax stated in paragraph (a)of this article.c) Resident and non-resident establishments and persons mentioned in paragraph (a) shallwithhold the due amount of tax, and shall:1- Prepare a statement whish shall show the paid and the withheld amount, and sendcopy of this statement to the Authority and the person on whose account deductionis made.2- Remit the withheld tax, due under the provisions of this article, to the treasury ofTax Authority or to its account with the Central Bank or any of its branches, or to thecompetent tax administration within fifteen days from the date of withholding.

Part II
Procedural Provisions

Chapter I
Inventory and Registration

Sub-chapter I
Inventory

Article (72): Business Commencement:Every person engaged in a commercial, industrial, professional or any other activity shallnotify the Tax Authority within thirty days from the date of commencement of his workactivity. Liability of notification shall be, with regard to companies, of their managers,chairmen or the person in charge of its management, as the case may be. The said
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notification must be submitted whenever a new branch or an office of a representativeagent is established, or when the headquarters is transferred from one place to another.The Executive Regulations of this Law sets forth the details of the notification and thesupporting documents.
Article (73): Classification of Taxpayers:Income taxpayers are classified into the following categories:a. Large taxpayers;b. Medium Taxpayers; andc. Small Taxpayers (small scale and micro-enterprises).

And the Minister shall, based on the presentation of the Commissioner, establish criteriaand levels of the top and medium taxpayers based on this classification.
Article (74): Reporting the Rental Value of Real Estate:a. The landlord or the tenant and the real estate office, or the notary public shallnotify Tax Authority within 60 days from the date the property is leased usingthe form prepared for this purpose.b. The local councils shall provide the authority with details and informationabout the leased properties and any change in the rental value, as well asanything that may affect assessment of tax on the revenues of real estate. Theyshall also take the necessary actions to ensure collection of the tax inaccordance with the provisions of this Law. The executive regulation sets forththe ways and procedures of taking such actions.
Article (75): Providing Data and Information to Tax Authority:All government Ministries, authorities and agencies in charge of issuing permits toperform trade, industrial activity, profession or certain crafts, or those in charge ofissuing permits for utilization of real estate in certain trade, industry, profession or craftshall, within 30 days, notify Tax Authority every time they issue a license, and forward thedocuments related to the licenses. The aforementioned license shall include everyconcession, obligation, monopoly, business permit, whether commercial or industrial, orwork permit, whether professional, craft or for any other purpose whatsoever.
Article (76): Reporting Investment Projects to Tax Authority:The General Investment Authority and other competent authorities in charge of granting licensesfor investment projects or recruitment of foreign labor for any purpose, including experts andtechnicians, shall comply with the following:a) Notify the Authority when granting any license and forward all data related to the licenseof the investment project within 30 days, in accordance with the executive regulation;
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b) Not to issue or renew the Tax exemption certificate for the taxpayer exempt underInvestment Law in the event such taxpayer fails to submit tax declarations, documents anddata stipulated in this law and the law of investment, unless the taxpayer holds a valid taxcard.
Article (77): Comprehensive Inventory:The Tax Authority shall be entitled, whenever required, to take inventory on the ground,in accordance with the provisions of the the executive regulation, and all relevantauthorities shall cooperate with it to accomplish and finalize such tasks.

Sub-chapter II
Tax Number and Card

Article (78): Tax Number:Tax Authority shall issue a tax number for every taxpayer which shall include number ofthe taxpayer. The executive regulation shall regulate the necessary procedures of grantingtax number.
Article (79): Tax Card:Tax Authority shall issue a tax card for each applicant taxpayer, and shall be renewed onannual basis once the taxpayer submits its tax declarations in accordance with theapplicable tax laws in force. The Executive Regulation sets forth the details to be includedon the tax card, as well as its validity. The Tax card shall be one of the basic documents tobe required in case of notification or making contracts for any financial, commercial orservice transactions, procurement and supplies, or when issuing or renewing any workpermit, whether commercial or professional and all types of activities.
Article (80): Obligations of the Monitoring Agencies and Organizations:a) Customs Authority and the other competent authorities shall incorporate tax number inthe details of import and export customs details and the various documents andtransactions of the taxpayer, so that the tax number is associated with the name of thetaxpayer on an ongoing basis.b) All State regulatory bodies and agencies shall, when performing regular or unexpectedinspection of the activities stated in article (79) of this law and the agencies set forth inparagraph (a) of this article, ensure the application of tax card and tax number system inall transactions, as well as sound enforcement.

Sub-chapter III

Cessation and Assignment

Article (81): Reporting on Cessation:If the taxable activity ceases inwhole or in part, or in case the taxable real estate is no longeroccupied, tax shall be levied up to the date of cessation or vacancy. However, in order forthis provision to apply, the taxpayer shall notify the Tax Authority within thirty (30) daysfrom the date of cessation or evacuation of the real estate, even if such cessation orevacuation is for reasons beyond the taxpayer’s control), and submit the documents andinformation necessary to prove such cessation or evacuation, otherwise the taxpayer shall
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be liable for tax payment on the unreported period until the date of notification, which shallnot exceed one year.
Article (82): Reporting on Assignment:Assignment, in whole or in part, of an establishment, sales or disposal of a real estate shall,as far as tax is concerned, be treated in the same way as cessation or evacuation, and theprovisions of Article (81) of this law shall apply. The assignor or assignee, the seller or theperson disposing of the property shall notify Tax Authority of the transaction within thirty(30) days from the date of the total or partial assignment, the sale or disposal. The assignorand the assignee, with regard to the establishment, or seller or the buyer shall be jointlyliable for any tax payable up to that date of such assignment or sale.

Chapter II
Right of access, trade secrets, books and records

Article (83): Duties of the Public Officer:All judicial/investigation officers, staff of the administrative organization of the State, thepublic and mixed sector and the local authority shall notify the Tax Authority of anydocument or statement relating to their work, which may lead to believe that deceptionhas been committed with regard to tax, or the use of manners for fraudulent purposes orthat may lead to tax evasion in whole or in part, or expose tax to the risk of non-payment,whether this information is obtained in a criminal civil or commercial case, or any penalinvestigation , even though the investigation eneded with suspension, and in case thereport is frivolous, the reporter shall fall under the legal question.
Article (84): The Right of Access:a) All concerned staff in all government administrative units , local councils, economic unitsof the public and mixed sector, private sector companies, all types of establishmentsowned by individuals, and all branches of foreign companies shall, upon request, permitand grant access for the officially authorized staff of Tax Authority to any information, dataor transaction related to the taxpayers to be used for the purpose of determining andassessing the tax of the establishment itself or its dealers. These agencies may not, in anycase and under any circumstance, refrain to provide the Authority and permit its staff toobtain such data, information, records, documents and transactions related to taxassessment under any justification of business secrets.b) In the event the firm or the taxpayer refrain to comply with the provisions of thepreceding paragraph, the Tax Authority shall be entitled to assess the value of the data ortransactions carried out by the firms described in paragraph (a) of this article, providedthat such assessment shall be made in a manner as to protect the resources of the publictreasury against loss.
Article (85): Data Collection:a) Tax exempt institutions, corporations and establishments under this law and theInvestment Act, or any other special laws, the companies working in oil, gas or otherminerals, their contractors and subcontractors shall, anytime upon request based on a
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written notice, submit to the tax authority their books, accounting records, financialstatements and any other required documents for law enforcement purposes.b) Tax Authority may request the agencies stated in paragraph (a) of this article, during theofficial working hours and based on a written notice, to submit to Tax authority full andaccurate information and data of salaries, wages, benefits, cash and in-kind bonusesgranted to their staff and personnel, as well as any other documents that Tax Authoritymay consider necessary for law enforcement purposes.c) For the purposes of enforcing this law, Tax Authority may request any data, information ordocuments based on a written request to the taxpayer which shall be submitted within aperiod of fifteen days as of the date of request. The Commissioner or his authorizedrepresentative may extend this period for not later than one month if the notified taxpayerprovided a sufficient proof that he is unable to provide the requested date within thestipulated period due to certain difficulties.
Article (86): Book and Records Keeping:a) For enforcement purposes of this law, and subject to the provisions of the commercial Actand the other Acts in force, large and medium taxpayers shall maintain regular accountingrecords as required by the nature of the activity or the profession. The ExecutiveRegulation sets forth the type and details of the accounting books and records required tobe kept.b) Other taxpayers are required to keep documents and records needed to guide assessmentof their tax liability.
Article (87): Provision of the Contract Signed with the Auditor:Large Taxpayers shall submit to the tax authority copy of the contract made with thechartered auditor within one month from the date of the contract, as well as in case ofrenewal, amendment or termination of this contract.
Article (88): The required Period for Keeping Accounting Books and Records:Without prejudice to the provisions of the commercial Act, the taxpayer shall keep theinvoices, documents and records as follows:a. Invoices and documents relating to the activities of the taxpayer shall be kept forat least five years.b. The books and records provided for in Article (86) of this law shall be kept forten years following the fiscal year during which the records were used.
Article (89): Counting on the Regular Accounts:The Authority may not count on the regular accounts maintained by the taxpayer inaccordance with article (86) of this law and the executive regulation, unless it is provedfor the Authority, based on documentary evidence, that such accounts are genuine.
Article (90): Computerized Accounts:In case the taxpayer uses computer systems, such system or systems shall be deemedthe alternate of manual accounting, and should be designed in Arabic language, locatedat the headquarter of the firm in the Republic and made available for inspection by theauthorized staff of tax authority. The Executive regulation sets forth the rules of keeping
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these accounts and the rules of shifting from manual accounting systems tocomputerized systems (electronic systems).
Article (91): Obligations of Tax Exempt Taxpayers to Keep Separate Accounts and Books:All tax exempt taxpayers under Investment Act or any other Act shall keep regular andseparate accounting records and books for the exempt projects, They may not, in any case,mix tax exempt revenues and the relevant incurred expenses with taxable income and therelevant incurred expenses.
Article (92): Inspection and Field Audit:For the purposes of enforcing this law, each taxpayer shall, during the official workinghours of the firm, and based on a written permission by the Commissioner of hisauthorized representative, facilitate an access for the staff of tax authority to theheadquarters and places of business to inspect and audit the books, records anddocuments the taxpayer is required to maintain pursuant to the provisions of this law.
Article (93): Details of the Financial Leasing Contract:The lessor shall disclose the details of the financial lease contract in its accounting records,including the maturity dates of rent payments and the portion of payments made as part ofthe price of the leased asset and lease proceeds, as well as disclosure of additionalclarification needed to be clarified.
Article (94): Confidential Information:Each person who, by virtue of his/her ex-officio or work, may have connection with theassessment and collection of taxes provided for in this law, or settlement of any dispute inthat regard shall observe and keep all confidential information in accordance with theprovisions of this law, and in case such person discloses any confidential information ,he/she shall be punished by imprisonment for not more than one year, or a financialpenalty not more than three hundred thousand riyals (YR 300,000).

Chapter III
Tax Declaration

Sub-chapter I
Commercial and Industrial Profits Tax Declarations

Article (95): The Submission of the Approval:a) Each taxpayer shall submit an annual declaration to the tax authority, using the formprepared by the authority for this purpose, not later than April 30 of each year, andshall, at the same time, settle the payable tax. Tax Authority shall accept the taxdeclaration at the responsibility of the taxpayer.b) Subject to the generality of the provisions set out in paragraph (a) of this article;taxpayers adopting the overlapping fiscal year system shall submit their taxdeclarations not later than end of the fourth month after the closing date of thetaxpayer's overlapping fiscal year.c) A taxpayer who submits tax declaration and settles tax account before the deadlineshall obtain a discount on the payable amount of tax at the following rates:
 1.5% in case the taxpayer files the declaration and settles tax within January;
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 1% in case the taxpayer files tax declaration and settles tax account withinFebruary; and
 0.5% in case the taxpayer files tax declaration and settles tax account withinMarch.

Article (96): Taxpayers Who Should Submit Tax Declaration:a) Large taxpayers shall submit their annual tax declarations on time using the formprepared by Tax Authority for this purpose. Tax declaration shall be accompanied bythe financial statements.b) All tax exempt taxpayers under Investment Act or any other Act shall submit theirannual tax declaration using the form prepared by Tax Authority for this purpose,and in accordance with the terms, deadlines and procedures set forth in this law.c) Medium size taxpayers shall file their annual tax declarations together with thestatement of income on time using the form prepared by Tax Authority for thispurpose. Such declarations shall be based on regular accounting.d) Taxable Micro-enterprises shall file their tax declarations in accordance with theprovisions of Article (37) of this law.e) Tax declaration shall, in all cases, meet the basis requirements, most notable are:1. The declaration filed by Large Taxpayers (both exempt and non-exempt) iscertified by a chartered accountant authorized to audit accounts and maintainsa valid tax card. Such certification shall be deemed as an acknowledgment bythe auditor that the taxable income as provided in the declaration filed by thetaxpayer has been calculated in accordance with the provisions of this law andits executive regulation;2. Tax declarations filed by the economic units of the public and mixed sectorsand their affiliates is certified by the Central Organization for Control andAudit in accordance with its Law; and3. All tax declarations are signed by the taxpayers or their authorizedrepresentatives.f) The Executive Regulation sets forth the data and requirements of the tax declaration,as well as the criteria required for classification of taxpayers categories into top andmedium size taxpayers.
Sub-chapter II

Non-commercial and Non-industrial profits Tax Declaration
Article (97): Obliged to Acknowledge and Date of Submission:a) Non-commercial and non-industrial taxpayers shall submit an annual tax declarationto the tax authority using the form prepared by the authority for this purpose, by notlater than April 30 of each year for the precedent tax year, provided that payable taxon the net income shall be paid on the same date stipulated for submission of thedeclaration.
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b) The provisions of tax declarations set forth in articles (95 and 96) of this law shallapply to the top and medium-size taxpayers, provided that the declaration filed bythe auditor on his/her activity shall be certified by another auditor.
Sub-chapter III

Payroll Tax Declaration
Article (98): Tax Assessment:The tax shall be assessed based on the income stated in the tax declarations filed by theemployer or by the employee or worker in case they are responsible for payment of the tax.
Article (99): Withholding Tax:1. The Tax shall be deducted by the employer on monthly basis when making paymentto the taxpayer, taking inti account that the period in which such payment/income ismade/earned is based on the month in which the service is performed.2. The tax shall be deducted on the income earned or other receivables at the time theyare paid to the taxpayer, and the employer shall collect the amount of the payable taxon this income which is deducted in the month and include it in the monthlydeclaration required to be submitted by the employer, and shall settle the same tothe Tax authority for each month on the income earned by its employees orpersonnel in accordance with the provisions of article (101) of this law.
Article (100): Liability of the Employer:In principle, the tax is due on the taxable earner. However, employers are legally assignedto deduct and remit the tax to the tax authority, even if the tax is not deducted from theincome eartned by the employee or the worker.
Article (101): Employer's Obligation with Regard to Declaration and Payment:a) Employers are required to deduct from the income earned by their staff or personnelthe amount of the tax payable pursuant to this law, and shall settle the same to theTax authority within the first ten days of each month for the precedent monththrough a declaration using the form prepared by tax authority for this purpose.b) In the event the employee or worker works for more than one employer at the sametime, he/she shall be personally liable for payment of the tax differences within theperiod stated in paragraph (a) of this article. Such liability of the employee or workershall not reliefe the employer of his/her liability to withhold and remit the payabletax.
Article (102): Liability of the Person Receiving an Income from a Non-resident Person:If the employer or the person liable for payment of the taxable amount is not residing inthe Republic, or does not have an office or establishment therein, then tax liability shall beof the person receiving such taxable amount, according to the rules and procedures setforth in the executive regulation.
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Sub-chapter IV
Tax Declarations on the Real Estate Revenues

Article (103): Responsibility and Deadline of the Tax Declaration:Taxpayers of real estate revenues shall file their annual tax declarations, using the formprepared for this purpose, together with a copy of the lease contract not later than April30 of each year for the precedent tax year, with a description of the real estate andamount of the actual monthly rent, and shall settle the payable tax based on the detailsprovided in the declaration at the same date the declaration is filed in accordance withthe provisions of this law.
Sub-chapter V

Tax Declarations on the Change of Property Ownership
Article (104): Date of Submission:All concerned taxpayers shall submit their tax declarations not later than four monthsfrom the date of disposal or sale of the property, and shall settle the payable tax at thesame date.
Article (105): Liability with Regard to the Submission of the Declaration:The seller or the person who disposed of the property shall be liable for submission ofthe tax declaration.

Sub-chapter VI
General Provisions on Tax Declaration

Article (106): Foreign Taxpayer Who Wishes to Leave the Republic:Foreign taxpayer who decides to leave or ends his/her stay in the Republic shall file thetax declaration 60 days prior to departure, unless such departure is due to unexpectedreason beyond his/her control, and shall settle the payable tax on time based on thedeclaration filed by such foreign taxpayer.
Article (107): The Deadline in Case of Death:a) In the event of taxpayer's death, the successors, the guardian or the liquidator shall,within 90 days from the date of death, file a tax declaration for the period precedingthe taxpayer’s death and pay the due tax on the same date.b) The most appropriate period shall be assessed for the taxpayer in case the deathoccurred within the legal period stipulated for submission of the declaration.
Article (108): Extending the Deadline for Submission of the Declaration:The Commissioner or his delegate may extend the deadline stipulated for submission ofthe annual tax declarations for a period of thirty days, if requested in writing by thetaxpayer 15 days prior to the deadline, provided that the taxpayer has providedsufficient reasons acceptable to the Authority, and the taxpayer shall settle the payabletax based on his/her estimation at the date the written application for extension issubmitted. Such extensions shall not, in any case, affect the date of tax payment.
Article (109): In the Event of a Material Error in the Declaration:Subject to the provisions of article (95) of this law, a taxpayer who discovers a materialmistake in his/her declaration shall be entitled to file an amended declaration within the



41

period set for declaration review, with the mistake corrected. Payment of the tax shall bemade based on the amended declaration, including payment of the added payableamounts added in accordance with article (152) of this law, and in such case, thetaxpayer shall not be considered to have breached the provisions of this law, unless theTax Authority has discovered such mistake and informed the taxpayer.
Article (110): In the event tax declaration is posted via registered mail with acknowledgementof the receipt, or by the means of communication approved by the competentauthorities and Tax Authority shall be deemed to be duly submitted under the provisionsof this law.
Article (111): The Deadline for Submission of Tax Declaration in Case of Business
Cessation:The taxpayer shall, in the event of business cessation, liquidation or waiver of theestablishment, in whole or in part, ile tax decl arat ion wi thi n 60 days from the dat e ofcessation, waiver or liquidation and settle the payable tax based on and at the same datesuch declaration is filed.

Chapter IV
Tax Assessment

Sub-chapter I
Self-assessment and Audit of the Tax Return

Article (112): Self-assessment:a) Self-assessment shall mean that the taxpayers determines the tax base and assess thepayable tax himself in accordance with the provisions of this law, and the taxpayershall be liable for payment of the tax, on the basis of the the filed return, at the samedate it is filed without the need for a claim from the Tax authority.b) The taxpayer shall be liable for the accuracy of his/her tax return.c) The tax shall be assessed on the change of transfer of property ownership based on areturn to be filed by the taxpayer on the basis of the deed of transfer of the propertyownership, which shall be taken as an argument, except in cases where the deed isproved to be incorrect, and in which case substantiation shall be required.
Article (113): Review of the Tax Declaration:a) The Authority shall be entitled to review and audit tax declarations filed by thetaxpayers within the legally stipulated period, through selective samples of suchdeclarations on the basis of risk assessment. The rules and criteria of risk assessmentand selection of the samples shall be issued by a decree from the Minister based on arecommendation from the Commissioner.b) The tax declaration filed on time shall, in all cases, be reviewed within two yearsstarting from the date the Authority receives the tax declaration filed by the taxpayerwhich meets all legal and formal requirements. If the authority does not notify thetaxpayer during two years from the date the declaration is received by the Authoritythat the declaration is not acceptable, it shall be deemed accepted and such periodshall be deemed elapsed with the taxpayer notified by the Authority of the additionalelements of tax assessment, or a written notice is given to the taxpayer by theAuthority to settle the tax in accordance with the provisions of this law. Thisprovision shall not apply to the tax declarations not filed on time, cases of tax
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evasion, as well as in any case of fraud, or in case the Tax Authority could not identifythe address of the taxpayer.
Sub-chapter II

Original and Additional Assessment
Article (114): The Original Assessment:a) Without prejudice to the fines and penalties stipulated in this law, the Authorityshall shall be entitled to assess the payable tax in case the taxpayer  does not lodgehis/her tax declaration on time in accordance with the provisions of this law, andassessment shall be made on the basis of the available information and date inaccordance with the criteria set forth in the executive regulation, in compliancewith the nature of each profession and activity.
Article (115) Additional Assessment Cases:a) The Authority may not re-audit and re-assess the tax for a tax period alreadyaudited and assessed, except in the event new information and data supported bydocumentary evidences are provided which may affect the assessment of thepayable tax. The audit, review and tax assessment shall be made only within thescope of this information.b) As an exception to the provisions of paragraph (e) of this article, the authority may,within two years from the date the declaration is filed and in case of properdocuments are available which provide conclusive evidence of the invalidity of thedeclaration filed by the taxpayer and breach of tax declaration for the rule of theself-assessment is substantiated, audit, conduct field review and determine the taxbase which the taxpayer deliberately excluded from his/her declaration, makeadditional assessment for the payable tax and notify the taxpayer in accordancewith the provisions of this law.c) The written notice of payment given to the taxpayer shall be deemed final.However, the Authority may conduct additional assessment if it is evidenced for theauthority that the taxpayer did not provide accurate information or refrained toprovide the documents and information required to prove the correctness ofhis/her declaration, or if the taxpayer destroyed the records and books prior to theexpiry of the term stipulated for keeping accounting books and records, or used anyfraudulent mean to evade payment of all or part opf the tax. The Authority may alsoconduct additional assessment if the taxpayer did not file the declaration and thetax was assessed the tax based on its own estimation and then realized that thereare other taxable activities or amounts the authority did not know before and werenot included in the original assessment, or the taxpayer may provided incorrectdetails, used fraudulent manners, or provided documents that do not include allaspects of his/her activity, or refrained to provide the books or accounting recordshe/she is obliged to keep.d) Subject to the penalties provided for in this law, the Authority shall, in all casesreferred to in paragraphs (a), (b) and (c) of this article, notify the taxpayer of theadditional tax assessment and determine the amount of the payable tax. And thetaxpayer may appeal against the additional tax assessment, same as the original taxassessment.e)The authority shall make the additional tax assessment in accordance withparagraphs (a) and (c) of this Article within not later than three years from the datethe Authority is notified of the evasion or its knowledge of the hidden data andinformation.
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f) Separation between the procedures related to the additional assessment of thepayable tax, of which the taxpayer is notified directly by the authority, and theprocedures related to the application of the penalty of tax evasion against the sametaxpayer, with regard to which the criminal case is filed before the court inaccordance with the provisions of article (144) of this law, should be considered inapplying the provisions of this article.
Article (116): Prior Notification and the Centrality of Assessment and Notification:a) The authority shall notify the taxpayer of the date and place of the assessment inadvance, as established by the executive regulation.b) The tax shall be assessed in the name of the natural or legal person for all branchesand establishments of the same legal entity which the taxpayer invests in theRepublic at the head office of these branches. In case the head center is notidentified, then in the subsidiary located in the Capital City or at the location of thelargest branch. Subject to the provisions of paragraph (c) of article 53 of this law,the taxes collected in favor of the local authority are excluded from the centralassessment.c) In all cases, the taxpayer shall be notified of the assessment of the payable tax inaccordance with the provisions set forth in sub-chapter IV, chapter V of this law.

Chapter V
Objection, Challenge and Appeal Procedures

Sub-chapter I
Objection and settlement

Article (117) Objection to the Tax Assessment:a) The taxpayer who has been assessed in accordance with the provisions of this lawshall have the right to object in writing to the tax assessment within thirty (30)days from the date the taxpayer receives the assessment notification. In the eventthe objection is submitted after the said period, provided that the Authority isconvinced that the objecting taxpayer could not file his/her objection within thesaid period as a result of the taxpayer being abroad, or for any other acceptablereason, such period may be extended for another 15 days from the date of expiry ofthe initial period.b) The objection filed by the taxpayer against the tax assessment filed within theperiod set forth in paragraph (a) of this article to the settlement committee formedunder article (118) of this law, and the objecting taxpayer shall be called for ameeting to the objection filed by the taxpayer. The objecting taxpayer shall have theright to submit all documents and proofs necessary to support his/her objection,and the committee shall eb entitled to ask for the necessary information andnecessary details, as well as submission of the required records and documents, onthe basis of that it can proceed as follows:1- In case an agreement is reached with the taxpayer, the minute signed by bothparties shall be deemed final and the tax shall become payable immediatelyon the basis of such minute; or2- In case no agreement is reached between the two parties and the taxpayerdoes not accept the settlement reached by the committee based on thedocuments and details presented to it, or the taxpayer does not attend themeeting without any excuse after having been notified in writing by thecommittee for two consecutive times, the tax shall be assessed as determined
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by the committee, provided that the decisions made by the committee shallneither exceed the assessment made by the authority nor below the limits ofthe taxpayer's objection. The taxpayer may appeal against the decision madeby the committee to the tax appeal committee within thirty days from thedate such decision is notified to the taxpayer. If the taxpayer does not objectwithin the stipulated period, such tax assessment shall become final andunappealable, and the tax shall become payable immediately.
Article (118): Formation and Authorities of the Settlement Committees:a) Settlement committees shall be formed at the General Administration of of LargeTaxpayers, its branches, Tax office in the Capital Secretariat and its branches in thegovernorates, as well as Fight against Tax Evasion Office. The committee shall beformed and the members of which shall be named by a resolution of theCommissioner.b) The settlement Committee shall perform the following functions:1. Look into and review the aspects of difference and the objections filed by thetaxpayers referred to it;2. Objection of the taxpayer to the tax assessment issued by the taxadministration based on the outcomes of its review for the tax declarationsubmitted by the taxpayer;3. Objection of the taxpayer to the tax assessment issued by the taxadministration based on its own estimations; and4. Objection of the taxpayer to the additional assessment issued by the taxadministration in application of any of the additional assessment cases inaccordance with this law.The Settlement committees shall be entitled to amend the resolutions of taxassessment in light of the reached facts and the documents submitted to them. Thedecisions made by the settlement committees shall be final and binding upon theAuthority and the Taxpayer in case the taxpayer accepts the settlement.c) The settlement Committee shall issue its decisions on the objection filed by thetaxpayer within a period not later than 30 days from the date the objection is filed,unless there are justiicat ions  for  the del ay beyond the sai d 30 days.d) The decisions of the settlement committee shall be made by unanimity and shall besigned by the chairman and the members of the committee. The Executiveregulation sets forth the operational rules and procedures of these committees.e)Subject to the provisions of paragraph (a) of Article (117) of this law, the taxpayermay, in case the taxpayer does not wish to object or attend the meeting of thesettlement committee, appeal against the tax assessment issued by the taxadministration directly to the appeal committee within 60 days from the date thetaxpayer receives the notice of tax assessment issued by the tax administration.Failure by the taxpayer to object to the tax assessment issued by the taxadministration during the period set forth in paragraph (a) of Article (117) shallnot be construed as acceptance by the taxpayer for the tax assessment or waiver bythe taxpayer of his/her right to appeal directly before the Appeal Committee.
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Sub-chapter II
Challenge before the Committees of Appeal

Article (119): Formation and Terms of Reference of the Appeal Committees:a) Tax Appeal Committees shall be formed by a resolution to be issued by the Minister whichshall state the location and the spatial scope of each committee. The appeal committeesshall be formed as follows:1. A chartered accountant from the Legal Accountants and Auditors Association -Chairman;2. Two (2) technicians from the Tax Authority - Members;3. Two (2) representatives from the Chamber of Commerce and Industry- Members;and4. A secretary, who shall not be entitled to vote.b) These Tax committees shall look into the tax appeals filed by taxpayers against Taxassessment resolutions made by the settlement committees, or the assessment decreesmade by the tax administration. The resolutions made by the appeal committee shall eitherapprove or modify the assessed tax based on the documents presented to it, provided thatsuch resolutions shall not exceed the assessment made by the Tax Authority or below thelimits claimed by the taxpayer. The hearing may not be held unless attended by thechairman and the majority of the committee member, in accordance with the provisions ofthis law.c) The Executive regulation defines the committees of appeal wokring within the scope of theGeneral Department of Large Taxpayers, its branches, Tax office in the Capital Secretariatand its branches in the governorates, as well as Fight against Tax Evasion Office. Theimplementing regulation also establishes the operational rules and procedures of thesecommittees.
Article (120): Challenge Procedures:The appellant shall state the following on the petition:a) The amount of tax the appellant recognizes, and the aspects of the dispute. Thetaxpayer shall also establish the supporting evidence; andb) Payment of the tax recognized by the taxpayer in his petition, which shall not beconsidered unless accompanied by the payment voucher.
Article (121): The Resolutions of the Appeal Committee:a) The Committee shall send at least seven days prior notice to both the taxpayer and the TaxAuthority with regard to the date of the appeal hearing, and they shall appear before thecommittee in person or by proxy and express their satisfaction with the data they alreadysubmitted. In the event the taxpayer does not appear on such date, the hearing may beextended for another 7 days. And in case the taxpayer does not appear on the second datewithout any justification, the committee shall have the right to either adjudicate or adjournthe appeal for not later than another 7 days and for one time only.b) The taxpayer shall submit the supporting documents and proofs, and the committee shallbe entitled to request the data and papers as it deems necessary, including submission ofthe necessary records and documents.c) The Committee shall discuss the aspects of the dispute provided in the petition filed by thetaxpayer and examine it based on the documents provided to it.
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d) The Committee shall prepare minutes for its meeting sessions, as well as a final minute,which shall include all aspects of the dispute and the grounds of the committee resolutionand signed by the chairman, the members and the secretary of the committee.e) The Committee shall make its resolutions in the case not later than two (2) months fromthe date the appeal is filed, unless there are reasonable justifications for the delay beyond2 months. The resolutions shall be made by the majority of the attendees' votes. And if thenumbers of votes for and against a resolution are equal, the chairman shall have a castingvote. The resolutions shall be signed by the chairman of the committee and the secretary.
Sub-chapter III

Challenge and Appeal
Article (122): Challenging the Resolution of the Committee of Appeal:a) Both the Tax Authority and the taxpayer may challenge the committee's decision beforethe tax court of First Instance, being formed under article (124) of this law, within 30 daysfrom the date the decision is notiied.  In case no appeal  is iled wit hin t he sai d 30 days , thetax assessment shall be final based on the decision made by the committee of appeal andwhereby the due tax shall become payable immediately.b) The Commissioner shall be the legal representative of the Tax Authority and its branchesbefore the courts of various types and classes, as well as anything provided or received byTax Authority to or from the courts. The Commissioner may assign any specialist of theAuthority staff, he/she may select, in accordance with the procedures set out in theExecutive Regulation.
Article (123): Payment of the Approved Tax:The appeal filed by the taxpayer against the decision of the committee of appeal shall notbe deemed formally acceptable unless the appellant settles the amount of tax he/sheapproved on the basis of the decision made by the committee of appeal.
Article (124): Tax Courts of First Instance:a) By virtue of this law, competent courts of first instance dedicated for scrutiny andadjudication of tax dispute cases in the Capital Secretariat and the governorates, and shallhave the sole jurisdiction over all civil and criminal tax cases, as well as lien applicationsand enforcement cases. These courts shall be formed in accordance with the provisions ofthe Judicial Authority Act, provided that selection of jury shall take into account theavailability of the expertise in both tax and fiscal areas.b) The typical jurisdiction of the Tax courts of First Instance shall be identified as follows:1. Scrutiny of appeals filed by the Tax Authority and the Taxpayers against thedecisions made by the Appeal Committees of Tax income and General Sales Tax. Theappellant shall establish the proof and demonstrate the validity of the appeal;2. Scrutiny of cases involving tax violations and crimes of tax evasion brought by theAuthority or the prosecution at the request of The Commissioner, in compliance withthe applicable laws;3. Scrutiny of lien claims and applications related to tax benefits filed to it inaccordance with the provisions of this Law, the General Sales Tax Act and collectionof public funds; and4. Enforcement of the final tax judgements.
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c) The court shall hold closed meetings, unless it decides otherwise, and tax cases shall beadjudicated urgently. The General prosecution shall be represented in the criminal taxcases and shall be assisted, upon request, by a representative from the competent taxadministration.d) The Court may, at its discretion, seek the assistance of a neutral party having experience inany or both tax and fiscal areas.e) The court shall adjudicate in the case within two months from the date of the first sessionof the hearing or appeal, unless the delay beyond the said two months is justified. Suchjudgement shall not exceed the amount of tax assessed by the Authority or below the limitsof the taxpayer's objection or appeal. Tax assessment shall be modified in accordance withthe court's judgement.f) The taxpayer or the Tax Authority may appeal against the judgment of the income taxcourt before the specialized tax appellate division in the Governorate Court of Appealformed pursuant to article (125) of this law, within 30 days from the date the judgement isreceived.g) The spatial scope of jurisdiction of the courts of first instance in the Capital Secretariat andthe governorates shall be identified by a decision to be issued by the Supreme JudicialCouncil based on a presentation from the Minsiter of Justice.
Article (125): Appellate Divisions:a) By virtue of this law, competent appellate divisions dedicated for tax cases shall beestablished in various courts of appeal in the Capital Secretariat and the othergovernorates which shall be formed in accordance with the Judicial Authority Act.b) The appellate divisions shall be responsible for scrutiny and settlement of the appeals filedagainst the judgements and the resolutions made by the Tax courts of first instance locatedwithin the scope of their jurisdiction and geographical scope.c) The appellant may not file new claims before the competent appellate divisions unless firstfiled before the tax courts of first instance located within their jurisdiction andgeographical scope.d) Except as set forth in paragraph (b) of Article (126) of this law, judgments made by the taxappellate divisions shall be deemed final and unappealable.e) The appellate division shall issue its judgement within two months from the date of thefirst hearing, unless the delay beyond the said two months is justified.
Article (126): Tax Department at the Supreme Court:a) Subject to the provisions of the judicial authority Act and by virtue of this law, a competentand dedicated department shall be issued at the Supreme Court which shall undertakesettlement of the appeals authorized to be filed to it against the judgements made by theAppellate Tax Divisions.b) The taxpayer or the Tax Authority may appeal to the Tax Department at the SupremeCourt against the judgment made by the Appellate Tax Divisions within 30 days from thedate the judgement is received, in any of the following cases:1. If the challenged verdict is based on a clear violation of the law or a mistake in itsenforcement;
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2. If the verdict is unenforceable or the sentence is to the contrary of its grounds;3. If the verdict includes matters not claimed by the litigants or more than theyclaimed; and4. if two final tax verdicts in two similar cases, with regard to litigants, subject andcause, contradict with each others.c) Self-rooting and integrity of the tax law shall be considered while examining tax appealsand cases at the various degrees of litigation.
Article (127): Referral to the Prosecution:Tax Courts of First Instance and the competent Tax Divisions of the Courts of Appeal inthe Capital Secretariat and the governorates may refer the claim or the appeal filed tothem to the Public Prosecution for investigation and action in accordance with theprovisions of sub-chapter II of Chapter VI of this law and the applicable laws, in the eventany case of tax evasion is discovered, which shall include, but not limited to the following:1. If the court finds out that the appeal contains taxable facts and the taxpayersevaded payment of the same, or claims recovery of funds from the public treasurythrough the use of incorrect or fals data or documents, or through use of fraudulentmethods to circumvent the law;2. The court founds out that the appeal or the claim involves other taxpayers involvedin tax evasion; and3. The court makes sure that there is collusion between the taxpayer and any of thestaff of Tax administration resulting in tax evasion.
Article (128): The Burden of Proof:a) The burden of proof shall be of the Authority when applying the following:1) Additional Tax Assessment;2) Substantiation on the basis of signs and indicators of tax evasion; and3) Non-approval of the tax return submitted by the taxpayer.b) The burden of proof shall be of the Taxpayer when:1) The Authority makes estimated assessment;2) The taxpayer requests correction of unintentional error in the Tax Return;and3) The Taxpayer objects to the contents of the tax notification.

Sub-chapter IV
Notices

Article (129): Notice:The notice shall be the official mean to notify the taxpayer or the party of all the proceduralactions provided for in this Law. The Executive Regulation establishes the form and contents ofthe notice.
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Article (130): Means of Notification:The notices issued by the Tax Authority shall be sent to the taxpayer through one of the followingmethods: a) The notice issued by the Tax Authority may be served by hand to the taxpayer at thehead office of the establishment, the permanant place of residence of the taxpayer,the place selected by the taxpayer or to its legal representative;b) The notice issued by the Tax Authority may be served to the taxpayer throughregistered mail accompanied by delivery receipt to the last known address of thetaxpayer registered with the Tax Authority, or by email.
Article (131): Delivery of the Notice:Any notice, required to be submitted under this law, which is given by hand shall bedeemed to be duly given and legally binding, even if the receipt of which is rejected bythe taxpayer, as long as such notice is delivered to the taxpayer in person or to his/herlegal representative, in which case, rejection of the receipt shall be evidenced on theoriginal document of the notice by one of the Tax Authority personnel, or by the staff ofthe mail if sent through registered mail.
Article (132): Reporting in Case the Establishment is Closed:In case the establishment is closed and the absence of the owner, and serving the noticethrough any of the means stated in article (130) and (131) of this law is renderedimpossible, the same shall be evidenced by a minute to be written by one of the TaxAuthority personnel, and signed by the notary public or police station having jurisdictionover the region in which the head office of the establishment is located, as the case maybe. A certified copy of the notice together with the minute shall be published on the TaxAuthority notice board and the on the gate of the establishment, as well, after therepresentative of Tax Authority has actually visited the head office of the establishmentand carried out the necessary investigation to verify continuous closure of theestablishment and the absence of the taxpayer.
Article (133): Validity of the Tax Notification:Notices affected in accordance with the provisions of this Law, shall not become invaliddue to a defect in their form, and that any error or omission shall not invalidate thepurpose they are served for.

Chapter VI
Tax Violations and Crimes of Tax Evasion

Sub-chapter I
Tax Violations

Article (134): Violations and Penalties:a) Subject to any penalty provided for in any other provision of this law, every personcommitting any of the following acts shall be liable to the penalties set forth in paragraph(b) of this Article, in addition to paying the due tax and fines:
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1) Failure to withhold, add or collect and remit the tax to the account of the TaxAuthority in accordance with the provisions of this law.2) Failure to notify Tax Authority upon commencement of any taxable activity orcareer, at the date the real estate is leased or the change of the address of theestablishment.3) Failure to deliver a notice of total or partial cessation of the activity or the careerwithin the legal deadline.4) Failure to comply with any notice or order sent to him under this law, or failed toappear without reasonable justification in response to a notification issued for anypurpose of this law.5) Refusing the receipt of any notice in accordance with the provisions of this law.6) Using incorrect tax number on any document required or used for the purposes ofthis law.7) Failure to grant access to the Authority personnel to perform their duties orexercise their functions with regard to accounts audit, or refrain to provide or grantaccess to the accounting books, records and documents, or provision of anyinformation they may ask for in accordance with the provisions of this law.8) Failure by the person who maintains funds owned by the distrainee to file adeclaration to the Tax Authority on the funds he/she owes to the distrainee on timebased on a court order, or such person lodged declarations which include incorrectinformation.b) Any person committing any of the acts set forth in paragraph (a) of this article shall beliable to the following penalties:1. A fine of Six Hundred Thousand Riyal (600,000) for Large Taxpayers and exempttaxpayers under the Investment Act or any other special Acts.2. A ine of  One Hu ndr ed and Twe nt y Fi ve Thous and Ri yal s (125, 000)  for  me di umtaxpayers.3. A fine of Five Thousand Riyals for small establishment.
However, in any case, the said penalty shall be doubled in case the violation is repeated.

Article (135): Penalty of Delaying the Submission of the Tax Returns:a) A delay penalty at 2% (Two Percent) of the payable tax shall apply for each monthor part thereof in which the taxpayer delays submission of the return after thedeadline, provided that such fine shall not exceed the amount of the payable tax.b) If, in all cases, the returns submitted after the deadline showed that the transactionsresulted in a loss, a penalty for the delay of submitting the tax return on time shallapply as follows:1) A delay penalty at amount of Five Million Riyals (5,000,000) on the banksand the financial institutions of various types and names, insurancecompanies, petroleum, gas and mining companies, the companies havingcontracts with the government to provide telecommunication services
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(mobile phone), and those working in the field of internationalcommunication services and satellite channels.2) A delay penalty at amount of One Million Riyals (1,000,000) for other LargeTaxpayers not mentioned in item (1) of this paragraph.3) A delay penalty at amount of Two Hundred Thousand Riyals (200,000) formedium taxpayers.
Article (136): Penalty on Exempt Taxpayers:The delay penalty set forth in paragraph (a) of Article (135) of this law shall apply to thetaxpayers referred to in paragraph (b) of Article (96) of this law in the event the tax returnis not submitted by the deadline. Such penalty shall be charged from the exempt tax. In theevent no profit is achieved or when the exempt activity results in a loss at the end of theyear, the provisions of paragraph (b) of the same article (135) of this law shall apply.
Article (137): Penalty of Incomplete Tax Return:Subject to the provisions of Article (141) of this law, if the taxpayer filed a tax return andthe amount of tax is less than the final and unchallengeable amount of the payable tax forthe same tax year, and that such amounts are a result of any act of tax evasion, a penaltyshall be imposed on the taxpayer in proportion to the rate and amount of the difference inthe filed tax return which becomes payable, as follows:a. 20% of the tax payable on the amount not included, if it is equal to 10% - 20% ofthe legally due tax.b. 50% of the tax payable on the amount not included, if it is equal to more than20% to 50% of the legally due tax.c. 100% of the tax payable on the amount not included, if it is equal to more than50% of the legally due tax.
Article (138): The penalties imposed under this law shall be collected in the same way the tax iscollected.
Article (139): Reconciliation of Offenses and Penalties:a) The Commissioner or his delegate may reconcile the fines provided for in article (134)and (137) of this law by reduction such penalties up to, but not more than 50% , inaddition to the payment of the due tax.b) The Commissioner or his delegate may reduce the penalties imposed under theprovisions of Articles (135) and (136) of this law based on a justified written requestby the taxpayer. Such reduction shall not exceed 50% of the imposed ine.
Article (140): Penalty on Failure to Keep Regular Accounts:a) Subject to the penalties set forth in article (141) of this law, in the event the taxpayerfails to maintain regular accounting records he/she is required to keep under theprovisions of this law, a inanc i al  penal ty at  100% of  the payabl e tax sha ll be imposed.Such penalty shall be doubled in case of further non-compliance.b) In case the taxpayer is tax exempt under the Investment Act or any other Act, a penaltyon failure to maintain regular accounting records shall be imposed at lump-sums,
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which shall be set at One Million Riyal (1,000,000) for Large Taxpayers and ThreeHundred Thousand Riyals (300,000) for medium taxpayers.
Sub-chapter II

Crimes of Tax Evasion and
Breaching the Duties of the Public Office

Article (141): Tax Evasion Crimes:a) Every taxpayer who evades payment of all or part of the taxe for any tax year or partthereof shall be liable to imprisonment for a period of not exceeding three years and afine not less than one hundred percent (100%) and note more than one hudred iftypercent (150%) of the evaded taxes, in addition to the payment of the due tax and theadditional fines and amounts. Tax evasion means committing any of the following acts:1. Failure to submit the tax return for one year after the deadline;2. Filing a tax return on the basis of fabricated books, records, accounts ordocuments, or included data to the contrary of what is recorded in the books,records, accounts or documents which the taxpayer concealed;3. Filing a tax return on the basis of no books, records, accounts or documents andthe Authority found out that the taxpayer maintains regular books and accountsand that the filed return is different than what is actually recorded in his/herbooks, records, accounts or documents which he/she concealed;4. Making any false statement, false or incorrect entry in any declaration, documentor statement filed in accordance with this Law.5. Prepared, maintained, or authorized preparation of any forged books, accounts,or false entries, fabricated or permitted fabrication of any books, accounts orentries with the purpose to conceal and taxable income or part thereof underthis law, or to evade payment of all or part of the tax, or to obtain unlawfulexemption;6. Used any any fraudulent method or trick, whatever it may be, or authorized theuse of the same to evade payment or reduce the amount of the tax in any way;7. Provided faked or incorrect records, books, accounts or documents orinformation or false data to evade payment of all or part of the tax;8. Failed to maintain accounting books, records and documents or destroyed all orpart of them prior to the expiry of the period stipulated in article (88) of this law;9. Provided false data or information to the Authority with regard to any incident,matter or issue that may prevent or affect payment of the tax or affect it’samount;10.Provided any false written answer to any question or request addressed to him /her for information or particulars required under this Law, with the aim to avoidpayment of all or part of the tax; or11.Concealed taxable activities or professions or part thereof under the provisionsof this law.b) The penlty set forth in paragraph (a) of this Article shall be doubled in case ofrecurrence.c) (1)Tax evasion offense shall be considered as a serious crime;
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(2) The Authority may publish the names of the taxpayers, who have committedproved tax evasion offenses by virtue of a final court verdict, in the officialnewspapers.
Article (142): Certified Accountant:a) Every certified accountant licensed to practice the profession who commits any of thefollowing acts shall, without prejudice to the liability of the auditor under theprovisions of this Law, be punshied by imprisonment for not more than three years or afine of not less than Five hundred thousand Riyals (500,000) and not more than tenmillion Riyals (10,000,000):1. Deliberately certified financial statements in violation of the the generallyaccepted accounting rules and principles, and the applicable laws andregulations;2. Certified a tax return and its annexes which are proved not to include all taxablerevenues and incomes in any of the following cases:

 The auditor concealed facts that came to his/her knowledge in the courseof performing his/her job which are not reflected in the documents theaccountant certified to be true, if the disclosure of such facts is deemednecessary for the accounts and documents to reflect the actual details ofthe taxpayer's activity; or
 The auditor concealed facts that came to his/her knowledge in the courseof performing his/her job about any modification or change in the books,accounts, records or documents, which may result lead to an inaccuratebelief that lesser profits were generated or greater losses were incurredwith the aim to evade payment of the tax in whole or in part.b) The penalty set forth in paragraph (a) of this article shall be doubled in case ofrecurrence.c) The Minister, based on a recommendation by a committee comprising representativesfrom the Tax Authority, the competent body and the association of certified Publicaccountants, in the event any accountant is proved to have committed and offensestated under paragraph (a) of this article, may issue a decision that Tax Authority doesnot accept the accounts audited by such accountant and the tax returns certified byhim/her for during the next three years. Such decision shall be published in the officialnewspapers. Formation and functions of the aforesaid committee shall be establishedby a decree from the Minister based on the presentation of the Commissioner.

Article (143): Reconciliation of Tax Evasion Crimes:The Minister or his/her delegate may reconcile in crimes of tax evasion set forth in thisarticle before a final verdict is made in the criminal case against payment of:a) The payable tax, penalties and the additional amounts, as well as a compensationequal to half of the amount of the unpaid tax in the crimes stated in paragraph (a) ofArticle (141) of this law.b) A compensation equivalent to half of the amount of the penalty imposed underArticle (142) of this law.
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c) Reconciliation shall result in dismissing the criminal litigation, cessation of theproceedings and abolition of the subsequent effects arising therefrom.
Article (144): The Procedures of Filing a Criminal Case:a) In case a tax evasion event is proved in accordance with the provisions of paragraph(b) of this article, the public prosecution shall, based on the request of theCommissioner, and without prejudice to the provisions and procedures of thepayable tax assessment, file a criminal case before Tax court of first instance withregard to tax evasion crimes;b) The Tax Authority shall, once verified tax evasion, perform the following actions:1) Assess and notify the taxpayer of the payable tax which he/she has evaded inaccordance with the provisions of this law;2) Tax Authority shall request the public prosecution to file a criminal casebefore the tax court of first instance against the evaded taxpayer in order toapply the legal punishments imposed under this law and the other applicablelaws, and this shall coincide with assessment of the payable tax as indicatedin item (1) of this clause;3) The Tax Authority may not initiate the procedures stated in clause (1) and (2)of this paragraph unless it has obtained the supporting documents to provecommitment of the tax evasion crime.c) In the event the resolution made by the committee of appeal supports all or part ofthe amount of the assessed payable tax, being made in accordance with clause (1) ofparagraph (b) of this article, prior to the issuance of a court ruling in the tax evasionlawsuit (the criminal case), then the tax administration shall file an order to thecourt to adjoin its claim with regard to the payable tx with the criminal case inaccordance with the provisions of the law.
Article (145): Joint Liability with the Legal Person:In the event any act of tax evasion is committed by a legal person, then the joint partner, orthe manager, the authorized member of the board or the chairman of the board ofdirectors, whosoever responsible for the actual management, as the case may be, shall beliable for the payment of the tax evaded by the legal person, as well as the fines andpenalties adjudicated.Any person working with a legal person and contribute in any act of tax evasion shall bejointly liable with such legal person for any breach of the provisions of this law.
Article (146): Liability for Payment of Tax:The application of the penalty under this law shall not relieve any person of his/herliability for payment of the payable tax.
Article (147): Offenses of Breaching the Public Office:a) Subject to any administrative penalty, any employee of the Tax authority involvedwith tax inventory, assessment and collection shall be punishable by imprisonmentfor a term not exceeding three years or a fine of not less than one million Riyals onbeing convicted of committing any of the following offenses:1) Used his/her authority to threaten or blackmail any taxpayer in order toobtain something for himself or for others;
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2) Used his/her authority to obtain a personal benfit for himself or for othersfrom the taxpayer costly to get something for himself or for others in anunlawful manner; or3) Used his authority to impede the applicable tax laws nd regulations, orunlawfully rejected enforcement of the applicable court resolutions andjudgements.b) Any employee of the Tax Authority who deliberately called on the establishment ofany taxpayer for the purpose of performing inventory taking, accounts audit, data ortax collection, without being officially assigned to perform all or any of the saidtasks, or did that after the official working hours of the establishment shall bepunished by imprisonment for not less than three months or a fine of not less thanone hundred thousand Riyals (YR 100,000) and not exceed One Million Riyals(1,000,000).c) Without prejudice to any stricter penalty provided for in the Penal Act, and subjectto the provisions of tax evasions, any employee of the tax authority who acceptscash or in-kind bribe in return of concealing any taxable amount, or committed ayact or referained to do any act in violation of his/her job duties shall be liable toimprisonment for a period not less than one year, but not exceeding five years. Thesame penalty shall apply to the briber (the taxpayer) and the mediator between thetaxpayer and the employee.
Chapter VII

Collection and Lien
Article (148): Payment of Tax:a) All taxpayers shall pay the tax on time based on the filed declarations, approval ofthe tax assessment, or the payable amounts, including the assessed tax on the smallestablishment, after deduction of the amounts paid in accordance with the system ofcollection under income tax account, to the account of the Tax Authority with theCentral Bank or any of its branches in the Capital Secretariat or the governorates, orto any authorized agency or to the treasury of the Tax Authority, as established bythe executive regulation.b) Any employer who is responsible for the payment of a non-exempt salary, wage,remuneration, , bonus or any non-exempt amount shall, on payment of the same,deduct and remit the applicable tax, on a monthly basis, to the account of the TaxAuthority with the Central Bank or any of its branches or to any authorized agencyor to the treasury of the Tax Authority. Failure by the employer to deduct or remitthe payable tax, the Authority shall be responsible to ensure payment of the tax,without prejudice to the fines and penalties set forth in this law.
Article (149): Dates of Tax Payment and Refund:a) The payable tax shall be collected on the basis of the final tax assessment within notlater than 20 days from the date the taxpayer is notiied of  payme nt .b) In the event it has been evidenced that the taxpayer has paid amounts in excess ofthe payable tax, the taxpayer shall be entitled to recover all or part of the tax orother amounts paid in excess of the payable tax. The Tax Authority shall be obligedto refund the collected amounts tin excess of the payable tax within 40 days after
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the date of the taxpayer's written request unless adjusted against other tax duespayable by the same taxpayer.c) Fines and penalties shall be collected as a tax debt.d) The Executive Regulation establishes tax refund application form. However, theapplication of refund shall, in each case, be filed within five years from the date theoverpayment is made, provided that recovery of the collected amount in excess ofthe payable tax shall be made in accordance with the procedures and principlesestablished by the executive regulation.
Article (150): Installment of Tax:The Commissioner may accept installment of the payable tax or part thereof based on ajustified written application by the taxpayer, which shall state the reasons behind thetaxpayer inability to pay the due tax within the statutory period.
Article (151): Schedule of the Installment:a) The Commissioner or his/her delegate may accept or reject the application forinstallment of the tax submitted under Article (150) of this law.b) Installment of the tax shall be made based on a schedule to be developed by TaxAuthority and signed by the taxpayer, provided commitment by the taxpayer tocomply with the dates of payment and the amounts as stated in such schedule.c) Installment of the tax shall be for a period equivalent to its maturity term, which, inany case, shall not exceed three years and re-secheduling may not be made.d) In case of failure by the taxpayer to meet the said payment schedule, or in case thetaxpayer declares bankruptcy or liquidation of its business, the Authority shall takaction to collect the remaining tax in accordance with the provisions of this law,public funds collection Act and the other applicable laws.e) In the event the taxpayer delays payment of the due installment, the provisions ofarticle (152) of this law shall apply, and the specified term of the scheduled amountsshall be calculated as of their maturity date in accordance with the provisions of thislaw, public funds collection Act and the other applicable laws.f) The tax collected at their origin, including payroll tax (wages and salaries tax) andthe amounts already collected by a third party under income tax account areexcluded from the provisions of tax installment provided for in this article.g) In the event the Commissioner refused installment application, the taxpayer maynot file a new tax installment application unless such new application includesstatement of new reasons and circumstances that justify re-consideration of theapplication.h) The Executive Regulation establishes the procedures and the applied forms ofinstallment process.
Article (152): Additional Amounts:a) If the tax is not paid on time according to the provisions of this law, an amount equalto one and half percent (1.5%) of the unpaid tax shall be charged for each month ofdelay.
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b) The added amounts shall be collected in the same way the tax is collected, and theamount added under this article shall not be deemed part of the tax.
Article (153): Conservatory Attachment/Lien:a) The Commissioner or his/her delegate may, within the limits of the tax due by thetaxpayer, request the court to issue a write of attachment and garnishment withimmediate effect on the assets of the indebted taxpayer and his/her assets withthird parties without the need for a prior notice, in any of the following cases:1- Existence of serious grounds that the taxpayer may smuggle or hide his/herfunds, including assignment to third party;2- The taxpayer has no permanent place of residence in the Republic;3- The taxpayer refused or failed to pay the payable tax on the revenues of theleased real estate for one tax period, and the lessee shall declare the amountshe/she owes to the lessor within 15 days from the sate the lessee receives theattachment notice.4- The tax authority discovers that the rights of the Public treasury are exposedto a serious loss.b) The seized assets based on a court resolution shall be deemed under conservatoryattachment and may not be disposed of unless the lien is lifted by a court rulingfrom the same court which issued the attachment order.c) Tax Authority (lien applicant) shall file a claim to prove the validity of the lienagainst the distrainee and the garnishees and assess the tax payable by thedistrainee (taxpayer) within 30 days from the date of lien declaration.
Article (154): Executive Lien:When the tax debt becomes payable, and the taxpayer failed to make the paymentwithin the period of the payment notice, the court may, upon request by theCommissioner or his/her delegate, issue an executive lien order on the funds of theindebted taxpayer equal to the payable amounts and taxes. Such lien shall include thefunds, securities and others of the taxpayer which are in the possession of a third party,whether payable at the time of the lien or in the future.
Article (155): Lien Procedures:Lien and sale procedures shall be taken in accordance with the procedures set forth inthe applicable laws, provided that the court shall supervise enforcement of the lien.
Article (156): The Right to Withhold Tax Debt:The Minister, based on a justified request by the Commissioner, may withhold from theamounts payable to the public legal persons with the Ministry of Finance the payableamount of tax, fines and others approved by the law, and the Ministry shall be entitled todeduct such amounts directly or throughthe Central Bank. Commercial Banks may not withhold any amount without a courtorder.
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Article (157): Complementarity of the Applicable Laws:The payable tax, fines and the additional amounts shall be collected in accordance withthe procedures set forth in this law, public funds collection Act and the applicable laws.
Article (158): Withholding and Addition System:The Tax Authority may collect advance amounts under tax account, and shall determinethe rates and procedures of collection as established in the executive regulation of thislaw.
Article (159): Preferentiality of the Tax Debt:a) The Tax debt is a preferred debt payable to the Authority without the need for aclaim.b) Payment of the amounts due by the taxpayer to the Authority shall come in thefollowing order:1) Administrative and judicial fines.2) Payment Delay Penalties.3) Payable tax debts.

Part III
Transitional and General Provisions

Chapter I
Transitional Provisions

Article (160): The Abolition of Tax Exemptions Contained in Any Law in Force:a) The tax exemptions provided in other applicable laws are hereby cancelled, takinginto account the following provisions and rules:1) The existing investment projects which already acquired tax exemptionunder Investment Act No. (22) of 2002 prior to enactment of this law shallcontinue to apply up to the end of the period set for such exemptions.However, such projects shall be required to pay the other due taxes notcovered by such exemption.2) Registered investment projects under Investment Act No. (22) of 2002, whichdid not commence their activities or production up to the date this law isenacted, they are required to commence their activities or production withinnot later than two years starting from the date of enactment of this law.3) The Tax Authority and the General Investment Authority shall coordinatewith each other and exchange the data and information for the enforcementand application of the provisions of these two clauses (1) and (2) ofparagraph (a) of this article in compliance with the relevant provisions andstatutory terms of the Investment Act and this law.b) All tax exemptions provided for in the law of the Central Bank and the laws of otherBanks Establishment shall be cancelled. All banks operating in the Republic shall betaxable under this law.
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Article (161): Temporary Exemption:a) Public funds courts of first instance in the remaining governorates of the Republicwhere no tax court is available up to the date of this law, as well as Public FundsDivisions, the Commercial Divisions in the courts of appeal and the CommercialDepartment at the Supreme Court shall, in an exceptional case, assume review andsetllement of tax cases until tax courts of first instance are established in theremaining governorates, appellate tax Divisions are established in the CapitalSecretariat and the remaining governorates, and the Tax Department is establishedat the Supreme Court in accordance with the provisions of this law.b) The cases under review by the Committees of Appeal formed by the previous lawNo. 31 of 1991 concerning Income Taxes and its amendments shall be referred tothe committees of appeal formed under this law, except the cases reserved for aresolution.
Chapter II

GENERAL PROVISIONS

Article (162): Official Holidays:If the deadline to file tax declaration or the objection coincides a holiday, the declarationor objection shall be filed in the first working day following the official holiday.
Article (163): In Charge of Foreign Travel:A taxpayer who wishes to leave the territories of the Republic permanently shall obtaina certificate from the Tax Authority stating that such taxpayer has settled all due taxes inaccordance with the provisions of this law, or submit guarantees acceptable to the TaxAuthority.
Article (164): Double Taxation:To avoid double taxation, the Executive Regulation sets forth the details of the controlsto ensure or repetition of taxation, the Regulations governing the details of the controlsto ensure that in accordance with the provisions of this law.
Article (165): Share of the Fine:The share of the public treasury out of the amounts of fines and the added amountsestablished under the provisions of this law which are collected by the Tax Authorityshall be Seventy Percent (70%). The remaining thirty percent shall be allocated to meetthe expenses of the supervisory and executive works, including the expenses of incometaxes inventory, assessment and collection. The Executive Regulation sets forth the basisof merit and disbursement.
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Article (166): Title of Investigation Officer:The Tax Authority personnel who shall be granted the title of investigation officers shallbe identified by a decision from the Attorney General, at the request of the Minister.
Article (167):The information contained in the declarations submitted by taxpayers in accordancewith the provisions of this law shall not constitute presumption or evidence of theincome generated by the taxpayers during the years prior to the enforcement of thislaw.
Article (168):The Commissioner or his/her delegate may make reconciliation, through reduction orcancellation, in the fines and additional amounts imposed in accordance with theprovisions of Law No. (31) of 1991, as amended, subject to compliance by taxpayers toperform the tax obligations payable by law.
Article (169): Issuance of the Executive Regulation:The Minister, based on a presentation by the Commissioner, shall issue:a) The Executive Regulation of this law within six months as of the date of its entry intoforce; andb) The executive systems and resolutions implementing the provisions of this law.
Article (170): Cancellation of the Previous Law:The income taxes law No. 31 of 1991 and its amendments are hereby repealed.
Article (171): Law Enforcement:This Law shall come into force as of December 31, 2010 and shall be published in theofficial gazette. The provisions of this law shall apply to the profits, income, and gainsgenerated during the fiscal year 2010 which are subject to commercial and industrialprofits tax, non-commercial and non-industrial professions, and Real Estate Revenuestax.

Presidency of the Republic - Sanaa
On Ramadan 29, 1431 A.H.

Corresponding to August 29, 2010

Ali Abdullah Saleh
President of the Republic


