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VALUE ADDED TAX: DEFINITION, PRINCIPLES, AND REGISTRATION
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(Received 09/06/1440 H., Accepted for Publication 06/08/1440 H.)

Abstract. Saudi and GCC citizens were not subject to any tax prior to the proclamation of the Saudi Income Tax in 2005.
New Saudi Income Tax may be understood to subject Saudi and GCC citizens to income tax in two cases: a person being
engaged in the field of oil and hydrocarbons production (regardless of the nationality of that person), and a person is
classified as non-resident with other taxable income from sources within the Kingdom.

This paper found that subjecting Saudi and GCC citizens to income tax is in violation of Zakat Collection Law which
subject the Saudi only to Zakat whether the person is natural or legal and without differentiating between a business or the
other. Arguing that Income Tax Law repealed the relative provisions in these two cases is not convincing. First, repeal must
be express or implied. We do not have an express repeal, and the implied repeal can be argued if no reconciliation is
reached between seemingly contradicted provisions. We see no contradiction between these provisions. In addition, both
laws treat different obligations and persons, therefore repeal argument is weak. Moreover, subjecting Saudi and GCC
citizens to income tax contradicts the Economic Agreement Between the GCC States, the decision of the Supreme Council
of GCC Common Market, and Saudi Royal decree that GCC citizens are to be treated as Saudis.

Keywords: Value Added Tax, Credit, Self-policing, Compulsory registration, Optional registration, Deregistration.
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