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Executive summery

At last quarter of 2009, the Egyptian tax payer has been assaulted
by a new tax called "Real Estate Tax", All the estate owners have
found themselves obliged to present All data related to their assets




in details to the Egyptian real estate authority ( RTA ); And under
a new law; Every real estate that's worth more than LE 500,000
“about USD 90,000", will pay a tax of 10% of the annual rental
based on property market value After excluding 30% for the non-
commercial real estate, and 32% for the commercially used real
estate. And this includes real estates used for all purposes, even
apartments used as own private house for their owners.

Though the law has been approved by the parliament, yet it gave
the minister of finance the power to decide the foundation of the
grid evaluation criteria, upon which the market value of property
will be calculated. Moreover, it gave the minister the right to
determine the tax relief rules. A move —considered by many- as
delegation to a member of the executive authority to do a
legislative task, which is exclusively falls under the jurisdiction of
the parliament.

Although the law was issued in June 2008, yet the RTA has failed
in first task to provide citizens with the application templates for
the new taxes, which was scheduled to be presented before
31/12/2009. And many Egyptians have suffered to get the
application templates, and present it duly filled, to RTA, while
most of them actually failed to meet that date.

The law is now facing strong opposition from both, the public and
the Elite, As it has enforced tax upon capital not revenue, also
because of enforcing taxes on owners who use their properties as
their houses and are not gaining any income out of it, which —as
many believe-is un constitutional, for it conflict with the right to
housing as part of human rights; Worth mentioning that there's a
suspicion of another conflict due to double taxation, among many
other reasons.

Nowadays, The Egyptians are busy discussing the law and its side
effects upon the ordinary Egyptian who is suffering from inflation,
unemployment and poor public services in health, housing,
education transport and environment... etc; voices rise against the
law claiming to amend it to avoid taxation on properties used for



own houses, or even go as far as cancelling the law. And yet the
government official in their attempt to defend the law; that only
5% of the Egyptian real estate owner will pay the Taxes, while the
95% will be exempted.

The crisis has opened wide doors for a national discussion about
taxation policies, to review and assess how efficient the Egyptian
taxation system in supporting social justice, also the status of the
public budget, especially after 5 years from this cabinet in office,
the cabinet that's renowned by it's major, wide scale attempt to
reduce the taxes upon corporate and companies, to attract investors
to do business in Egypt, and encourage the business community to
abandon the taxes evasion phenomenon,

The ongoing discussion, has led to take a glimpse around the
globe, to review the taxation rules in the world, developed and
developing countries, and how the tax burden is distribute among
corporate and individuals, based on the reports and document
published by the World Bank, the World Economic Forum, and
Price Waterhouse Cooper (PWC), we were able to pinpointed
Egypt's tax rank among nations, and the distribution of tax burden
between individuals and corporate. This attempt showed the
striking fact that the ( Total Tax Rate ) that the Egyptian individual
bear exceeds 28% of the income, while a mere 13% the corporate
has to bear; In contrast, the American, British, South African, and
Indian individuals bear considerably less than the Egyptian
individuals. While corporate in the formerly mentioned countries,
seems to bear much more than their Egyptian corporate.

Going through the official state budget- published on the
Egyptian ministry of finance (MOF) website-, we reviewed the
imposed taxes in Egypt from 2002 to 2009, which had witnessed
an enormous increase from a mere LE 51 Billion in 2002 to an
astonishing LE 167 Billion in 2009. And that the current
government was able to collect more than LE 600 billion from
taxes in addition to LE 340 Billion in non-tax revenue in about 5
years in office. Noting that the ordinary Egyptian consumer and
tax payers have beard most of these taxes.



Reviewing the main taxes applicable in Egypt, we reviewed the
corporate taxes, using the published corporate financials of a
sample composed of 40 famous listed companies in the Egyptian
Stock market, reviewed their 2007, 2008 audited financials, and
tax charges on their profit. The overall percentage was less than
8%, due to the various tax exemptions, a practice that was widely
practiced in the reign under the current government. Also reviewed
the impact of taxes relief enjoyed by speculators in the stock
market, and the effect of export cash support granted to exporting
company from public budget.

We were keen to include some examples for some companies as
published by Egyptian stock market.

And finally the impact of all these practices over the Egyptian
economy and tax payers, mentioning the conflict of interests
between business and politics due to the high influence of
businessmen on parliament, ruling party and cabinet that is clearly
noticed for quite some time now in Egypt.

Also we reviewed the trend of sales tax, which produce the same
value as taxes imposed upon the Suez Canal authority, all
companies in oil sector together with all public and private
shareholders companies owned by foreign or local investors during
last five years.

We also reviewed the development of taxes upon employees to
find out that it exceeded more than twice the tax collected from
commercial and industrial business in 2009, while this was not the
case in 2005.

We reviewed in details some of the various objections on the new
and controversial real estate tax law, whether from the aspect of
double taxation, or the expensive collection costs, or the
administrative difficulties that will appear shortly. We also
reviewed the philosophy and thought behind the formulation of the
income tax law issued in 2005 and real estate taxes- to see how the
current cabinet approved all business community points of view
when it comes to laws enforced upon their business, with
comparison to the issue at hand, that clearly demonstrate the



duplicity that the cabinet and ruling party are practicing with the
rising protest against the new real estate law

We concluded- as a tax payer- to recommendations that's been
summarized in the necessity of re-assessing the Egyptian tax
burden distribution Strategy, to contribute more efficiently in the
goals of social solidarity and justice, and the necessity of
establishing tax payers associations and lobbies to defend their
interest. As the practice in the developed countries to activate the
role of NGO’s participation in the shaping of the Egyptian
economic performance
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