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The Top 5 Insights Series — The Oman Personal Income Tax Law
Overview and key takeaways from Omani Royal Decree 56/2025
A brief 5-minute guide

Following the recent publication of the Omani Royal Decree 56/2025, we summarize the top 5 aspects to consider and
present an overview of the law:

Tax certainty

The Oman Personal Income Tax (“PIT”) Law defines very clearly its tax residency concept, which is based on a single
criterion of being present in Oman for 183 days or more, consecutively or non-consecutively, during the tax year
(calendar year).

Further, the Oman PIT Law also very clearly determines the sources of income that are subject to tax in a detailed list
(available below), as well as their computation. For employment income, it is relevant to state that the Oman PIT Law
adopts a very broad concept, given that all benefits related to one’s employment are included (such as shares in profits,
in-kind benefits).

The mechanics for the self-employment and rental are also noteworthy, as they provide a lawful tax planning opportunity
for taxpayers, by giving the opportunity to opt for a 15% cost presumption or the actual costs of the activity.

On the other hand, grants and donations are listed as a potentially odd taxable source of income, given that the concept
is quite broad as to include all cash or in-kind benefits received from anyone other than an employer. Although there is an
exemption for income from inheritance, bequests, grants, or donations received from spouses or first-degree relatives, it

is still necessary to reassess this concept once the Executive Regulations are issued, as it may strike a blow to

common structuring.
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Alternative “savings” mechanisms,
constant notifications and expat attraction

Within the Oman PIT exemptions, the deduction foreseen in Article 25(5) for an amount equal to the contributions paid

to mandatory or voluntary retirement and end-of-service schemes (max of two) is set to drive a new growth for these
schemes in Oman. This deduction creates an incentive for taxpayers to build up their savings, at the same time it reduces
their potential PIT due.

The possibility of contributing to both mandatory and voluntary schemes broaden the potential benefit for taxpayers,
considering different strategies or perspectives. At the same time, it should also result in an increase in providers with the
capability to provide for this type of schemes. The executive regulations and the regulatory framework will be vital for this
opportunity.

Amongst the PIT exemptions there are two that deserve the spotlight, although for different reasons. The first due to its
mechanics, since it can be translated into endless notifications to the Oman Tax Authority from taxpayers looking to sell
their primary residence. It is baffling to understand the reasoning behind the 2-year prior notification request, as often the
real estate market moves faster than a 2-year timeframe. Meaning that, out of precaution, taxpayers may notify the Oman
Tax Authority as soon as a residency is built/acquired so that if an unrefusable offer is made, they can accept without
suffering a PIT leakage after 2 years.

The second exemption is worthy of praise as it shows an attempt from Oman to attract individuals to set up residency in
the country while earning income from abroad. Although limited to a one-time exemption, foreign income received by an
Omani tax resident during a period of 18 consecutive months, starting from the day they become a tax resident, will

be exempt.

Compliance burden

Although the Omani PIT Law boasts a rather high bar for potential tax payment, considering the net income’s threshold of
OMR 42,000 and the significant deductions/exemptions, the compliance threshold is significantly lower.

Any person with a gross income in excess of OMR 42,000 is obliged to file an annual tax return, due by June 30 of the
following year.

While not disputing the Omani Tax Authority’s claim that 99% of Oman’s population will not be subject to PIT, the same is
not necessarily accurate in relation to the compliance burden placed on Omani taxpayers.

Nevertheless, the initiative to shift that burden from the individual to the employer (whenever an employer is the individual’s
only source of income and the income is from salaries, pensions or director’s fees), must be saluted as a simplification
procedure for employees, pensioners and directors.

Payroll and withholding obligations

As expected from a modern PIT system, the Omani PIT law introduces withholding obligations to be fulfilled by the paying
entity, on behalf of the taxpayers. With these obligations, by 2028, Omani legal entities will need to implement more
sophisticated payroll and withholding systems than the ones currently in use.

All employers and legal entities will be required to periodically withhold PIT from their employees’ salaries, pensions, end-
of-service benefits, and board directors’ fees.

Furthermore, government and legal entities will also be required to withhold 1% PIT from payments related to any other
type of income whenever it exceeds OMR 20,000.
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The Omani PIT Law also establishes the tax procedures framework in relation to PIT, including the rules governing audits
and inspections, litigation and penalties. These rules offer the taxpayers certainty in relation to the PIT system and its
controls, as well as their guarantees when dealing with the Oman Tax Authority.

Highlighting the limitations towards audit procedures by the Oman Tax Authorities, where the taxpayer must be notified of
the audit date, place, and estimated duration, and that audited returns cannot be re-audited unless new evidence
emerges.

Similarly on privacy concerns, as although banks and licensed financial institutions must provide financial data about
their clients to the Oman Tax Authority, such obligations must be preceded by a justified request and the Central Bank of
Oman must be informed.

Taxpayers may object to assessments (with a set timeframe) and appeal decisions to the Income Tax Appeals Committee.

In addition to the penalties established for not withholding tax when due, not filling returns or filing false data, amongst
others, the Oman PIT Law goes a step further by providing examples of tax evasion:

Unlawfully avoidingiCiu. Shifting tax liability: Falsifying tax returns.
tax or delaying payment.

A further step was given in the Oman PIT Law towards curbing tax crimes, as persons aiding or conspiring in a tax crime
shall face the same punishment as the taxpayer.

Oman Personal Income Tax Law overview:

Basis of taxation e Worldwide income for resident taxpayers and Oman-sourced income for
non-resident taxpayers

Tax residency e 183 days of presence in Oman (consecutively or not) in a tax year

Tax year e Calendar year (Jan-Dec)

Tax rate e 5% on netincome, i.e., income in excess of OMR 42,000 (or ~USD 109,240) minus
deductions/exemptions, expenses and losses

Calculation e Taxable income is determined for each source of income separately, deducting
deductions/exemptions, expenses and losses

e All calculations in Omani Rial (the last assessment date exchange rate applies)

Sources of e  Salaries and wages e Proceeds from disposal of real estate
income e Self-employment assets
e Rent e Pensions and end-of-service benefits
e Royalties e Prizes
e |nterest e Grants and donations
Profits from shares, equity interests, *  Board membership remuneration
sukuk, and proceeds from their disposal (director’s fees)
Deductible e Self-employment and rental income: either 15% cost presumption or actual costs
eXpeRss S * Dividends (and similar) and securities capital gains: actual costs

e Real estate capital gains: mandatory costs at acquisition, legal and transaction fees, and
actual costs for property improvements/additions
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Deductions e (Contributions to retirement and end-of-service schemes (max of 2)

e Family education and healthcare expenses for the taxpayers, their spouse, parents,
first-degree relatives, siblings under their care, and individuals in their foster care

e Zakat and donations (limited to 5% of gross income)
e |nterest from loan (or Islamic finance costs) for the first acquisition of primary residence

Exemptions e |ncome from industrial property rights for 5 years from the date of registration
e |nheritance/grants/donations from spouses or first-degree relatives
e  Foreign employment income

e (Capital gains from the sale of one’s own residence (Primary residence: if communicated
2 years in advance; secondary: one time benefit)

e Non-employment related compensation payments
e |ncome from government-issued financing instruments

e |ncome earned abroad by a resident taxpayer during 18 consecutive months after
becoming tax resident (one time only)

e (Certain diplomatic-related income

e Only for self-employment, rental and capital gains
e Same source deduction with a 5-year carry-forward (FIFO method)

Foreign tax e Ordinary credit method with no carry forward

Compliance e Tax return and payment (if any) by June 30 of the following year
e All taxpayers with a gross income exceeding OMR 42,00 must submit return
e On permanent exit, a return must be submitted

e Employers can submit the taxpayers PIT return if that employer is the individual’s only
source of income and the income is from salaries, pensions or director’s fees

Withholding Tax e 5% periodically on salaries, pensions, board allowances
e 1% for other types of income, if in excess of OMR 20,000 (~USD 52,000)
e 5% for non-residents on all income

Guarantees e 3years limit for tax assessment changes (extendable to 5 for fraud/evasion)
e 7 years statute of limitations on right to claim tax (extendable to 15 if a court ruling exists)

®

Record Keeping e 5Syears
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