Significant Real Estate
Tax Changes in KSA

Are you prepared?

Taxpayers should immediately revisit their real estate transactions to ensure
compliance with the tax requirements

Introduction

A Royal Order was issued effective from 4 October
2020, introducing a real estate transaction tax (‘RETT’)
levying a 5% tax on all real estate disposal transactions
(with certain exceptions).

In addition, there is a change in the Value Added Tax
(‘VAT’) legislation in the Kingdom of Saudi Arabia
(‘KSA’) to exempt the real estate supplies from VAT.
These changes are expected to have a major impact on
the taxation of real estate disposal transactions in KSA.

The changes place significant pressure on businesses
to continuously manage and review their VAT
compliance obligations, in the absence of which,
substantial penalties could be levied by the local tax
authority.

Taxpayers dealing with real estate should consider the
potential implications of the new RETT and related VAT
exemption rules.

Major changes introduced

o RETT applicable at 5% of the transaction value

e Exemption of VAT on supply of Real Estate after Oct

4, 2020

e Input VAT on supplies before and after Oct 4, 2020

e Input VAT is refundable to Licensed Real Estate _L
Developers

e Exceptions to the application of RETT including the wc
new exceptions effective from 22 January 2021
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Real estate developers, financial services institutions, funds and other taxable persons engaged in real
estate transactions will be affected by this change and should consider and assess the impact on their

operations and VAT compliance.

Advice on RETT Implications

RETT applicability and exclusions
Tax point for RETT

Mechanism to discharge RETT
RETT reporting requirements
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Optimise the structure of your
transaction for VAT/ RETT efficiency

e Review of possible structures from a VAT/
RETT perspective

e Suggest alternate structuring opportunities to
optimise the tax impact (i.e. minimise the
exposure of VAT /RETT)

e Maximise the ability for VAT Refund

Advice on the VAT Implications

Applicability of VAT vs RETT on a transaction
Assessment of VAT deregistration

Impact on input VAT recoverability on
supplies before and after October 4, 2020
Review the input VAT apportionment
calculation

Review the calculation of capital asset
adjustment

Advice on eligibility to register as a Licensed
Real Estate Developer

PwC’s Compliance Support

RETT Compliance

e RETT reporting to GAZT
e Support the Company in generating SADAD
invoices for RETT

VAT Compliance

Assistance in preparation of the input VAT
recoverability on supplies incurred before and
after October 4, 2020.

Support in VAT deregistration process
Registration as a licensed Real Estate
developer

Review and filing of VAT refund application for
Licensed Real Estate Developers

Support in the processing the refund for
Licensed Real Estate developers

Taxpayers should immediately revisit their real estate transactions to ensure they are in compliance with the
requirements set out by this new Royal Order. In addition, all related regulations, guidances, and other
circulars issued by GAZT should be carefully reviewed and considered in order to correctly apply the
requirements of the new tax and understand the implications on VAT compliance.

For more information or to arrange a meeting, contact your PwC Indirect Tax Real Estate

specialists or any of our Partners.

This content is for general information purposes only, and should not be used as a substitute for consultation with professional advisors. © 2021 PwC. All rights reserved. PwC refers
to the PwC network and/or one or more of its member firms, each of which is a separate legal entity. Please see www.pwc.com/structure for further details.
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Key takeaway

Taxpayers should start preparing for this initiative immediately. In particular, we strongly recommend
that taxpayers assess the impacts of these material changes in KSA’s tax landscape.
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