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Tax Alert 39-2026

Settlement of Tax Penalties on Salaries & Wages Income Tax and VAT (MOF Decisions No. 834/1 and 835/1)

Dear Esteemed clients,

The Ministry of Finance issued on 18 September 2026 two decisions granting reductions on assessment and late payment penalties, one for income tax on salaries and
wages and one for value added tax, as detailed below.

The Ministry of Finance issued on 18 September 2026 Decision No. 834/1 pertaining to the settlement of assessment penalties and collection (late payment) penalties due
on value added tax under self-assessment documents issued as of 16 November 2022.

Assessment penalties for violations committed up to the date of issuance of the decision are reduced as follows:
® Proportional penalties by 75%
® Lump-sum penalties by 60%

Late payment penalties are reduced by 75%. In all cases, the taxpayer must pay the principal tax together with the reduced penalties within the decision's validity period,
failing which the right to the settlement is forfeited.

The settlement excludes:
® Penalties below LBP 200,000, or below USD 3 / EUR 3 for taxes payable in foreign currency
® Penalties not paid together with the tax within the set deadline
® Penalties governed by special laws

Settlements where the reduction exceeds LBP 60 billion or USD 667,000 require the approval of the Council of Ministers, calculated per tax period and per violation.

This decision is effective from its issuance until 31 October 2026 inclusive and shall be published in the Official Gazette and on the Ministry of Finance website.
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The Ministry of Finance issued on 18 September 2026 Decision No. 835/1 pertaining to the settlement of assessment penalties and collection (late payment) penalties due
on income tax on salaries and wages under self-assessment documents issued as of 16 November 2022.

Assessment penalties imposed under self-assessment for violations committed up to the date of issuance of the decision are reduced as follows:

® Proportional penalties by 50%
® Lump-sum penalties by 60%

Late payment penalties are reduced by 75%, whether the delay occurred before or after the decision took effect. In all cases, the taxpayer must pay the principal tax
together with the reduced penalties within the decision's validity period, failing which the right to the settlement is forfeited.

The settlement excludes:
® Penalties below LBP 200,000, or below USD 3 / EUR 3 for taxes payable in foreign currency
® Penalties not paid together with the tax within the set deadline
® Penalties governed by special laws

For violations related to late payment, the date of the violation is the expiry of the basic payment deadline, or of the extended deadline where applicable.
The Tax Administration may grant the reduction without requiring payment of the tax only where the tax has been compulsorily deducted. Penalties already paid are an
acquired right of the Treasury and are not refundable, except in cases of material error (including duplicate payment or payment made before the decision was

implemented on the automated systems) or following legal objections.

Any settlement where the reduction exceeds LBP 60 billion or USD 667,000 requires the approval of the Council of Ministers. For that threshold, the reduction is
calculated separately for each tax period, assessment and collection penalties are counted together, and each violation within the same period is treated separately.

This decision is effective from its issuance until 31 October 2026 inclusive and shall be published in the Official Gazette and on the Ministry of Finance website.
We urge you to read the full articles for a comprehensive understanding.

Thank you
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