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Enforcement risk for failure to pay tax on capital gains re-
alised by non-Egyptian residents on the sale of unlisted 
securities 

1. Introduction   

Non-Egyptian resident entities tend to overlook that capital gains tax is 
due on the sale and disposal of shares/quotas. This has been a particular 
issue because, from a market standpoint, capital gains tax: (a) is paid 
and/or collected in foreign currency; and (b) relates to relatively large 
transactions for the Egyptian market and, hence, accounts for a significant 
revenue stream for the treasury. 
 
But December 2020 saw the Ministry of Finance issue guidelines on cap-
ital gains realised by non-residents on the sale of securities (i.e., shares 
and quotas) not listed on the Egyptian Stock Exchange (“EGX”). And 
since then, the ETA has sent a strong signal that it will pursue non-resi-
dents that fail to pay taxes on capital gains. 

2. When is capital gains tax due? 

Capital gains tax basically becomes due upon execution of a sale of 
shares through EGX brokers. The ETA pursues the target companies 
until it gains direct access to the non-residents (i.e., the sellers). 
  
However, neither Egyptian Income Tax Law 91/2005 nor the abovemen-
tioned guidelines provide a timeframe within which a non-resident must 
declare and pay the tax due. Thus, to avoid penalties, non-resident 
sellers are advised to declare and pay the capital gains tax directly 
after executing a given sale on the EGX. 

3. What are the penalties for tax non-compliance? 

Non-residents that fail to pay capital gains tax are subject to: 

• administrative penalties (e.g., late-payment and under-payment 
penalties); and 
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• criminal penalties for tax evasion (e.g., six months’–five years’ im-
prisonment). 

4. What is the applicable tax rate and tax treatment? 

Capital gains realised by non-residents on the sale of unlisted shares 
and quotas are subject to 22.5% tax. The ETA uses the following calcu-
lation formula: 

net taxable capital gains = sale or disposal price – acquisition 
cost – brokerage commission 

5. Can non-residents benefit from treaty protections? 

If a double tax treaty (“DTT”) is in force between a seller’s state of resi-
dence and Egypt, the treatment, rules, and rates agreed under the DTT 
(e.g., exemption from Egyptian income tax) prevail over those under 
Egyptian law. 
 
Taxpayers wishing to benefit from DTT protection must submit a request 
to the ETA1. After the ETA has reviewed a request, it issues a decision as 
to whether the non-resident may benefit from the DTT. 

6. How do non-residents fulfil their capital gains tax obligations? 

The process entails five steps: 

1. Non-resident submits all documentation relating to the transac-
tion to the ETA. 

2. ETA determines the capital gains realised and the income tax due. 

3. Non-resident completes/submits form detailing the transaction’s 
data, the capital gains realised, the ITD’s decision (if one), and the 
tax due. 

4. Non-resident wires the tax due to the Ministry of Finance’s bank 
account. 

5. Non-resident (once transfer has gone through) obtains a tax clear-
ance certificate from the ETA confirming settlement of its capital 
gains tax. 

 

 

 

 

⎯⎯ 
1 Specifically, requests must be submitted to the ETA’s International Tax Department (“ITD”) 
and supported by a set of documentation (e.g., the seller’s tax residency certificate and the relevant 
share sale agreement). 
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