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Change of VAT rate
to 15% as of July 1, 2020

Upon the introduction of VAT in January 2018, the KSA applied a basic VAT rate of
5% to Taxable Supplies and Imports made in the Kingdom. The basic VAT rate was
revised to 15% with effect from 1 July 2020 (the “Revised VAT Rate"”).

Transitional rules have been introduced to clarify the VAT rate to be applied to
long-term contracts for continuous supplies which span 1 July 2020, and for certain
supplies where invoices are issued or contracts are concluded prior to 11 May 2020.
These rules, and further detail surrounding the change to the VAT rate -including
guidance in respect of specific types of supply- are detailed in a separate guideline
on the Revised VAT Rate.

This Guideline was originally issued before the VAT rate was revised to 15%, and its
content is based on the 5% rate in force at the time of its issue. Any references to
the 5% VAT rate in this Guideline should be interpreted as 15% where applied to
any Supplies or Imports made on or after 1 July 2020 and in accordance with the
transitional rules. Monetary examples or calculations in this Guideline which
include a 5% VAT rate should also be interpreted as if the 15% rate applied for all
Supplies or Imports made on or after 1 July 2020 and in accordance with the
transitional rules.
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WHAT IS A VAT RETURN?

VAT is collected throughout the value chain, where companies record the VAT revenue they collect via a VAT
return form submitted to GAZT.

VAT Collection across the Supply Chain

Supplier
Items sold to distributor

at 80 + 4 SAR

Transferring (VAT 5%)

SAR 4

» ( Transfering 0.5 SAR

P et (4.5 SAR VAT - 4 SAR

General Authority of Zakat & Tax
Collected VAT balance)

5 SAR

Consumer Distributor

Transfering 0.5 SAR
(5 SAR VAT - 4.5 SAR
balance)

Items sold to consumer
at 100 + 5 SAR

Items sold to trader

90 + 4.5 SAR
(VAT 5%)

(VAT 5%)
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Completed VAT Return Forms
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WHO FILES VAT RETURNS AND WHEN?

A business’ volume of annual taxable supplies determines when it needs to start filing, as well as the
frequency of its filing obligations.

Annual Taxable Supplies of VAT-Registered Businesses

Up to SAR 40MM More than SAR 40MM

Filing frequency: Quarterly Filing frequency: Monthly
First filing period: Jan-Mar 2018 First filing period: Jan 2018
First filing deadline: 30-Apr 2018 First filing deadline: 28-Feb 2018
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HOW DO TAXPAYERS COMPLETE VAT RETURN FORMS?

Businesses file their VAT returns via the GAZT e-portal, which is designed to be as simple and user-friendly
as possible

VAT Return Form Inputs

Adjustmentsare typically used if there isa change

Amountsrelating to salesand
purchases are inputted in circumstances (e.g. goodssold in a previous

period were returned in current period)

manually by the taxpayer

Amount (SAR) Adjustment (SAR) VAT Amount (SAR)

1- Standard rated sales

2- Private Healthcare/ Private
Education salesto citizens

3- Zero rated domestic sales

4- Exports

wn
o
©
(%]
c
o
(-
g
>

5- Exempt sales

7- Sandard rated domestic purchases

8- Importssubject to VAT paid
at customs

9- Importssubject to VAT acoounted for
through reverse charge mechaniam

w
% 10- Zero rated purchases 0
<
v
E 11- Exempt purchases 0
<
>4 13-Total VAT due for current period
Corrections — due to
14- _Oorrectionsfrom previous errors or omissions from a
period (between SAR+5,000) previous return — can be 0

made in the return form
if amount is between

15- VAT credit carried forward SAR 5,000
from previous period(s)

If net VAT due is negative,
16- Net VAT due (or claim your business may be due _
( ) a refund e o

Back Attachement @ Validate Next
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WHERE CAN TAXPAYERS REFER TO FURTHER INFORMATION ON VAT
RETURN FILING?

The GAZT VAT website offers a lot of resources to guide taxpayers through the filing process step-by-step

VAT Return Filing Resources

Step-by-step YouTube video

Return Filing Manual

VAT return filing webpage
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» Appendix

Simplified VAT Filing Scenarios
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SIMPLIFIED FILING SCENARIOS

3 independent filing examples are illustrated, spanning the wide range of potential filing scenarios

KSA shop
Illustrates treatment of common
filing scenario

KSA chemicals
manufacturer
[llustrates treatment
of imports & exports

KSA car
manufacturer and

finance provider e
Illustrates treatment

of Proportional
deductions
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KSA SHOP (1/4)

A KSA shop makes taxable supplies and purchases, submitting VAT returns on a quarterly basis

Taxpayer’s business details

T I ) © Taxpayer is a Saudi retailer with

rlﬁ one shop in Riyadh

Taxpayer’s business details

%_ e Taxpayer registered for VAT in
— December 2018

* Taxpayer purchases taxable goods
domestically from wholesalers

e SME Taxpayer with annual taxable
oo sales between SAR 375,000 and
K& 1Mm
¢ Quarterly filer

* Taxpayer supplies taxable goods
to end consumers

e Compliant taxpayer with no
history of late filing / payment

Version 1
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KSA SHOP (2/4)

Version 1

In the Q1 reporting period, the retailer made supplies worth SAR 120k and purchases worth SAR 100k

Retailer’s supplies and purchases during Jan — Mar 2019

¢ KSA shop owner buys goods from
wholesaler for SAR 100,000

¢ She pays SAR 5,000 of VAT on her
purchase

¢ KSA shop owner sells the good for SAR
120,000 to customers

* She collects SAR 6,000 of VAT on her
sales

¢ Not applicable in this example
e Adjustments are typically used if there
is a change in circumstances

* Not applicable in this example

e In the case of proportional deduction
instead of deducting all of the input tax
it pays, the business must only deduct
an amount that is proportional to its
taxable sales
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KSA SHOP (3/4)
Taxpayer submitted her Q1 2018 VAT return on 23rd April

VAT return form

Small unsophisticated taxpayers

would typically only need to fill in
2 fields of the return form

Amount (SAR)

1- Sandard rated sales 120,000.00
o 2- Private Healthcare/ Private 0.00
% Education salesto citizens :
Bl 3- Zoro rated domestic sales 0.00
o
=3 4- Exports 0.00
>
5- Exempt sales 0.00

7- Sandard rated domestic purchases 100,000.00

8- Importssubject to VAT paid
at customs 0.00
9- Importssubject to VAT acoounted for 0.00

through reverse charge mechanism

10- Zero rated purchases 0.00

11- Exempt purchases 0.00

wn
Q
n
©
K=
%]
S
=1
o
c
o
=
<
>

13-Total VAT due for current period

14- Correctionsfrom previous
period (between SAR+5,000)

15- VAT credit carried forward
from previous period(s)

16- Net VAT due (or claim)

Back

6-Total Sales 120,000.00

12-Total purchases 120,000.00

Adjustment (SAR)

0.00
0.00
0.00
0.00

0.00

0.00

0.00

0.00

0.00
0.00

Attachement @

VAT Amount (SAR)

6,000.00

6,000.00

5,000.00

5,000.00

1,000.00

1,000.00 @

B o
EIITE o

Validate

Next
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KSA SHOP (4/4)

After submission, the taxpayer receives the following correspondences

Return submission acknowledgement

by RSPy
SR

CEMERAL AUTHORITY OF ZAKAT & TAX
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Submitted return form

I P

Pt \ LA 5
szl
»( :: -'.‘-"'-' % -_;-'-{
CRls LI
eyl e e
(Ae)

o rall )13 23sé
2 ‘x .';i
T
3*(
JAallgsLsill dolall disall CRNERAL MITHORITY OF ZAKAT & TAX
\Ae)
N Y pied )
VLU LI LS ale el ala Al
(Ju,y) (Juy) (Jw)
o] e Bl Ll &y 2
_.;,--_ ‘.;‘?. ‘1.1;;
SAT AT o
— Bl
B 3*( s o
= e D e
Jaallgdlsjll dolell dusll CENERAL MITHORITY OF ZAKAT § TAX
General Authority of Zakat & Tax
FE (\A®)
I Mresges ,_
3l ¥ Aaglne
| s il
T ] | Taalil Do ) B ARy oY 5 8 3 ey b o) g il ) s ol B 30k Slaglae 125
[ . |
I e y @ P ke ke ] oy by )
- I mmm‘ LN ja LAl W o3, sl
‘m Sagegll
l [ tan r— I l el W oS
Wiheoe T odel dsaly Las¥) B Jo dahe mdy 2 2 dliine Al 035 o 303 2l thos Jagonss by )
AW P8y by 20
| Aoy 48y S ale o e B3 )18 Slaglald Sly 5Ll § BLAM da il Ly 5 pilyly ol agdy |3 8 801 0L s
FTR
AV, S B4 pg daladl SLaitly RS &) 5] Dl Stlene o ] Lyl gy Slaglall (b vy E2g Jadkans 2

* For illustrative purposes only

AP a6 g Claglad

e g 8 iy Gy § kil Bl Byl 3] g 5 U ) 300 5 s o Sl Al b o i) Bind 3
Elall § DAY L Ly o AtV Pl e Sl b 5 3

Spdach s IS 5] SO b gl ASSH oy Skt pL ) Dgrtimg padls OgAISAN A2IS1 15] 5 o dgat 1ia i my 4

P 5000 e 31 o) 51

e

Vit b Syl il iy gl o 5o Aty dmpnny A0 s o o 1Y 1 ) skl gttt 5 3 7
) 1 b sty bl Sy i o) AP

v of r Page




Simplified VAT Filing Guidelines Version 1

Billing notification
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KSA CHEMICALS MANUFACTURER (1/2)

Domestic and exported sales, and domestic and imported inputs

[T oo

¢ In the May tax period the chemicals manufacturer buys:
- SAR 15,000 of oil from a local firm
- SAR 10,000 of phosphates from a supplier in Morocco, 500 SAR VAT has been paid on it at customs as
per the factory imports customs statement

¢ In the same tax period the manufacturer sells SAR 80,000 of fertilizers to local farmers
* He also sells SAR 10,000 worth of fertilizers (“exports”) to a wholesaler in Egypt as per the factory
customs export data

* In June, the chemicals manufacturer submits the VAT return form for May and pays the tax due
* From the previous tax reporting period the firm has a VAT refund of SAR 300 carried over

l
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KSA CHEMICALS MANUFACTURER (2/2)

Domestic and exported sales, and domestic and imported inputs

VAT Return Form

The firm collects and
declares VAT on this of
5%*80,000

Manufacturer sells SAR Manufacturer sells SAR
10,000 of fertilizers to a 80,000 of fertilizers to
wholesaler in Egypt local farmers

VAT due on these

Amount (SAR) Adjustment (SAR) AT Amount (SAR) exported goods is zero
1- Sandard rated sales 80,000.00 Q 0.00 g 4,000.00 since VAT is not paid or
2- Private Healthcare/ Private collected on exported
;£ Education salesto citizens 0.00 e 0.00 e goods and services
‘2 3- Zero rated domestic sales 0.00 l e 0.00 e
o
'<>-t 4- Exports ©10,000.00° @ 0.00 (2]
5- Exempt sales 0.00 () 0.00 (7] VAT paid on purchases

SAR 15,000 worth
of oil is purchased
from local suppliers

6-Total Sales 90,000.00 m

7- Sandard rated domestic purchases l 15,000.00

is SAR 15,000*5%. This
can be reclaimed since
all of it is used to make

taxable supplies

0.00

SAR 10,000 of & Imporis sibjedt 1o VAT paid 10,000.00

chemicals are

purchased from 9- Importssubject to VAT accounted for
a supplier in through reverse charge mechanism

Morocco

0.00 VAT paid at customs is

SAR 10,000*5%. This
m (7Y can be reclaimed since
all of it is used to make
taxable supplies

10- Zero rated purchases 0.00 0.00

11- Exempt purchases 0.00 0.00

12-Total purchases 25,000.00 | 000 [N 1.250.00 |
13-Total VAT due for current period 2,750

14- Correctionsfrom previous
period (between SAR+5,000) 0.00 (2]

(7]
(7]
0.00 (2) 0.00
(7]
(7]

VAT on Purchases

15- VAT credit carried forward From the previous tax
from previous period(s) reporting period (April)

the firm has a VAT refund
of SAR 300 carried over

16- Net VAT due (or claim)

Back Attachement @ Validate Next
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KSA CAR MANUFACTURER AND FINANCE PROVIDER (1/2)

Reverse charge mechanism & default method of proportional deduction, adjustment and corrections

&
i

I

2y

e During the tax period, KSA car manufacturer buys:
- SAR 400,000 worth of oil from domestic suppliers used for taxable supplies
- SAR 800,000 worth of steel from a supplier in the US used for taxable supplies
- SAR 80,000 worth of legal services from the UK

|3

=
=h=

—
ﬁ

¢ In the same period the car manufacturer sells:
- 80 cars at SAR 20,000 each for a total of SAR 1,600,000 to a local car dealer
- 20 cars in Egypt at SAR 20,000 each for a total of SAR 400,000
- He also receives SAR 30,000 in lending fees from domestic auto-financing loans (VAT exempt)

ib)

Cas
=L

e However, the car manufacturer also has SAR 20,000 worth of cars (sold in a previous tax period)
returned from a car dealer due to defects
e He also made an error in his previous tax return, causing him to underpay SAR 4,000 of VAT
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Default method of
proportional deduction

Standard-rated sales: 90%
Zero-rated sales: 0%
Exempt sales:10%

* Applying the default method of proportional deduction based on last year’s financials the car
manufacturer calculates that:
- 90% of his purchases were used to produce cars (standard rated)
- 10% of his purchases were used to issue auto- financing loans (exempt)

Car manufacturer submits the VAT return and pays the tax due
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KSA CAR MANUFACTURER AND FINANCE PROVIDER (2/2)

Reverse charge mechanism & default method of proportional deduction, adjustment and corrections

VAT Return Form

SAR 20,000 worth
of defective cars
sold in a previous

SAR 30,000 income
from domestic auto-

SAR 1,600,000
financing loans SAR 400,000 worth worth of cars sold
(VAT exempt) of cars sold abroad domestically

mount (SAR j AR) VAT Amount (SAR)

period were
returned

1- Sandard rated sales 1,600,000¢ @ (2] 79,000
" 2- Private Healthcare/ Private
% Education salesto citizens 0.00 e 0.00 o
Pl 3- Zero rated domestic sales 0.00 o 0.00 e
o
g« Evorts ® 400,000 @ 0.00 (7]
5- Exempt sales e 30,000 @ 0.00 (2)
6-Total Sales 2,030,000 20,000 79,000

SAR 400,000 worth

of oil bought from
domestic suppliers 7- Sandard rated domestic purchases 400,000 @ 0.00 (2] 20,000
and SAR 800,000
steel from the US & mperie sl i AT 800,000 @ 0.00 () 40,000 For imports subject

to the RCM, the
SAR 80,000 worth 9- Importssubjedt toVAT acoounted for o 20 000 e 8 000.00 e VAT amount would
of legal services through reverse charge mechanism 2;(::) n&li'lri)c/enf;c)((;:; :
urchased from UK. :

‘ d i acts as supplier and
Imported services 10- Zero rated purchases 0.00 g 0.00 o purchaser). But in this
are subject to the : L .

rgcm feemniniicasss 0.00 e 0.00 (2) case, since he is making

some exempt supplies
12-Total purchases 1,280,000 8,000 59,600 he cannot reclaim VAT
on all of his purchases so

there is a net increase in
his VAT liability

VAT on Purchases

13-Total VAT due for current period

14—'Correctionsfrom previous Taxpayer made an error
period (between SAR+5,000) in his previous return,

causing him to underpay
15- VAT credit carried forward SAR 4,000 VAT
omiprebioli=neliod 5} Since this is below SAR
5,000 he can declare this
in the corrections line of
this period's return

16- Net VAT due (or claim)

Back Attachement @ Validate Next
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