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Zakat and Tax



INTRODUCTION
The zakat and tax laws are among the most important 

institutions in the kingdom, since they both serve all economic 

sectors and promote movement, whether at the level of 

executives or investors, which is a crucial aspect of the general 

and comprehensive activities. It is essential to note that the 

Kingdom remains an important destination for any individual or 

organization seeking to contribute to its ongoing renaissance 

and development in accordance with Vision 2030. Investors and 

business owners require specialized legal support in zakat and 

tax systems in light of the applicable laws, regulations, and 

decisions in the Kingdom of Saudi Arabia. This is because the 

legal zakat is mandatory for every Saudi or Gulf citizen who 

engages in economic activity in KSA, at a rate of (2,5%) of the 

zakat base. As for taxation systems, the need is greater due to 

multiple factors and diverse economic activities within the 

Kingdom. Non-compliance with the Zakat & Tax laws and 

regulations may result in the suspension of the activity and the 

imposition of hefty fines, which the company can easily avoid 

by adhering to the regulations.
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 First: Zakat



ZAKAT
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As the third pillar of Islam, Zakat is mentioned frequently in the 

Quran. God connected it to prayer in more than eighty verses, and 

it is one of the pillars that most distinguishes Muslims from non-

Muslims. One of the manifestations of Islamic law's dominance is 

that Zakat is a successful method for eradicating poverty. It is 

additionally a way of alleviating the distress of the poor, as it 

promotes social cohesion. Article 21 of the Basic Law on 

Government makes the amassing and distribution of zakat to 

eligible individuals one of the state's primary responsibilities. The 

Zakat is collected and distributed via legitimate channels. Article 

7 also mentions the accumulation of zakat and its distribution to 

its recipients.as evidence of the state's regard for Sharia 

obligations and its general commitment to them. 

Zakat pertains to Saudi or Gulf establishments, Saudi citizens, 

and citizens of Gulf Cooperation Council countries (provided the 

residency requirements of the Gulf establishment are met).

Regarding the mixed establishment, Zakat is applied to the 

proportion of Saudi capital, while income tax is applied to the 

proportion of non-Saudi net profit.
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The below activities are among the businesses subject to 

Zakat : 

• Commerce includes the exchange of products and 

services. 

• Investment activities, including long-term or short-term, 

internal or external investment in securities, as well as 

investment in products, services, and commercial 

contributions. 

• Industrial activity Including factories, laboratories, and 

workshops. 

• Service activities including liberal professions, 

handicrafts, leasing and renting, brokerage, and agencies. 

• Financial activities in their various manifestations, 

including banking, insurance, and financing activities.
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Zakat services scope:

• Submission of objections and appeals about zakat 

returns, as well as representing the client  in front of 

tax committees. 

• Submitting a request for settlement to the General 

Authority for Zakat, Tax, and Customs and 

representing the client before the Settlement 

Committee. 

• Other advisory services (including zakat on foreign 

investments and tax on foreign subsidiaries).
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 Second: Tax



TAX
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Income Tax

It is a direct tax imposed on those who engage in the professions and 

activities defined in the income tax law issued by Royal Decree No. 

(M/1) dated 1/15/1425 AH, in which the state deducts a portion of an 

individual's income based on the tax base. 

•

•
•
•

•
•

Those who are subject to income tax:

• The resident funds company for shares owned directly or indirectly 

by non-Saudi persons, as well as for shares owned directly or 

indirectly by oil and hydrocarbon producers. 

• A non-Saudi natural person who engages in economic activity in 

the Kingdom. 

• A non-resident who conducts business in the Kingdom via a 

permanent establishment. 

• A non-resident with taxable income from sources in the Kingdom 

but no permanent establishment in the country. 

• The individual who specializes in natural gas investment. 

• The individual who works in oil and hydrocarbon production.



TAX
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Value Added Tax

Regarding the rules of value-added tax, it is an indirect tax imposed at a 

rate of 15% on all products and services purchased and sold by 

businesses. The consumer pays the value-added tax on the products and 

services he purchases, while establishments report the value-added tax 

they collected from consumers to the General Authority for Zakat and 

Income and recover the value-added tax they paid to their suppliers.

Real Estate Transaction Tax

As for the real estate disposal tax structure, it is imposed at a rate of five 

percent (5%) of the total real estate disposal value, according to which 

the ownership of the real estate is transferred from one person or 

establishment to another, whether through sale, exchange, gift, or similar 

other real estate disposals, with certain exceptions according to the real 

estate disposal tax regulations.

Excise Tax

This type of tax is imposed on consumers of commodities that have 

negative effects on public health or the environment in varying 

proportions, such as sodas, energy drinks, sweetened drinks, electronic 

smoking devices and similar products, the liquids used in electronic 

smoking devices and similar products, tobacco and its derivatives. Unlike 

the previously mentioned taxes, this tax affects a relatively small number 

of individuals.
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Tax services scope:

• Submitting a request for settlement and representing the 

client in front of the Settlement Committee of the 

General Authority for Zakat, Tax, and Customs. 

• Other advisory services, including evaluating tax risks 

in completed contracts, tax risks in mergers and 

acquisitions, etc..

• Representing clients in front of tax committees and 

submitting objections and appeals against tax 

assessments and reevaluation. 

• Tax planning and testing of the facility's ability to apply 

tax laws.
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