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VAT and Real Estate Transaction Tax (RETT) — Key points to consider

Deloitte's Tax and Real Estate team are pleased to provide you with a summary of our understanding of the real estate tax law and regulations
issued by the General Authority of Zakat and Tax (GAZT). Based on the wishes of our clients to obtain a paper that summarises the most important
applications of real estate transaction tax and value added tax on different types of real estate assets and tenures, we have listed the most
important applications as follows:

Real Estate Transaction

VAT
Tax
*  Sale of commercial real estate
* Sale of residential real estate
*  Sale of off-plan real estate
* Sale of land plot (residential, commercial and
) plot ! Exempt 5%
agricultural)
*  Sale of real estate from a government entity for
commercial or investment purposes
*  Gifted real estate to other parties
. Rents on commercial real estate 15% N/A
. Rents on residential real estate Exempt N/A
. Usufruct to use commercial property for a period
property forap 15% 5%
of more than 50 years
5%
. First home for Saudi Arabian Citizens (villa, Exemnpt The state shall bear the
apartment and residential unit) P due tax at not more than
SAR 1 million of the real
estate value
VAT Real Estate Transaction Tax
. Input tax for building real estate, such as
put . ’ 15% N/A
building materials and other related expenses
. Recovery of input tax related to sale of real Input tax may be deducted
) e Non-recoverable
estate subject to conditions
. Disposal of shares in property ownin
p . property g N/A 59
companies

* Input tax shall not be deducted through VAT returns. The recovery shall only be available to the licensed real estate developers who are eligible for a
VAT deduction from the GAZT. Rules in this regard yet to be notified.

Real Estate Transaction Tax
Excluded from the scope of the application of RETT

. The transfer of real estate in cases of . The transfer of a property under a financial lease
distribution/division of an estate. or ‘ljarah’ contract where the date of agreement
. . precedes 4 October 2020.
. The gifting of property to family endowments or
to charity endowments / ‘waqf’. . Temporary transfer of property between a fund
and its trustee, the trustee and the fund, or the
The. transfel'" of real estate to a gov.ernmen.t trustees of the same fund.
entity, public legal person, or public benefits
entity/projects. . The transfer of property as a share-in-kind in the
. o capital of real estate fund at the initial stage.
. Disposal of property from a government entity in

its capacity as a public authority outside the
scope of economic activity.

. The transfer of property as a share-in-kind in the
capital of companies. The related shares are not to

. be disposed of for five years.
. Compulsory disposals of real estate (e.g.

expropriation of ownership for public benefit). . Dispose of real estate by the company’s partner to
the company's name if it is previously recorded in
its financial statements before the Regulation

effective date.

. Transfer of testator’s real estate as a gift to a
spouse or relative up to the second degree, or in
accordance with a will (not exceeding a quarter
of the estate). . The sale of real estate to foreign governments,

international organisations and diplomatic

. The temporary transfer of property for use as a missions accredited by the Kingdom.

financial or credit guarantee.
. A real estate supply that was subject to VAT before
being notarised, subject to conditions.
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This publication has been written in general terms and therefore cannot be relied on to cover specific situations; application of the principles set out will
depend upon the particular circumstances involved and we recommend that you obtain professional advice before acting or refraining from acting on
any of the contents of this publication.

Deloitte Financial Advisory Services Limited (“DFASL”) would be pleased to advise readers on how to apply the principles set out in this publication to
their specific circumstances. DFASL accepts no duty of care or liability for any loss occasioned to any person acting or refraining from action as a result of
any material in this publication.

About Deloitte

Deloitte & Touche (M.E) LLP (“DME”) is the affiliate for the territories of the Middle East and Cyprus of Deloitte NSE LLP (“NSE”), a UK limited liability
partnership and member firm of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee (“D TTL").

Deloitte refers to one or more of DTTL, its global network of member firms, and their related entities. DTTL (also referred to as “Deloitte Global”) and
each of its member firms are legally separate and independent entities. DTTL, NSE and DME do not provide services to clients. Please see
www.deloitte.com/about to learn more.

Deloitte is a leading global provider of audit and assurance, consulting, financial advisory, risk advisory, tax and related services. Our network of member
firms in more than 150 countries and territories, serves four out of five Fortune Global 500® companies. Learn how Deloitte’s approximately 300,000
people make an impact that matters at www.deloitte.com

DME is a leading professional services firm established in the Middle East region with uninterrupted presence since 1926. DME’s presence in the Middle
East region is established through its affiliated independent legal entities, which are licensed to operate and to provide services under the applicable
laws and regulations of the relevant country. DME’s affiliates and related entities cannot oblige each other and/or DME, and when providing services,
each affiliate and related entity engages directly and independently with its own clients and shall only be liable for its own acts or omissions and not
those of any other affiliate.

About Deloitte Financial Advisory Services Limited

Deloitte Financial Advisory Services Limited is registered in Kingdom of Saudi Arabia and is a subsidiary owned by Deloitte Professional Services (DIFC)
Limited registered in the Dubai International Financial Centre ( a sublicensed affiliated entity of DME) and Deloitte LLP in the United Kingdom, having
SAGIA Number 102032049819 and Commercial License Number 1010317307. The firm’s principal place of business is C/o Al Waha Building, Second floor,
Prince Turki Bin Abdullah Al Saud Street, Sulaimania Area, PO Box 8680, Riyadh 11492, Kingdom of Saudi Arabia. Tel: +966 11 215 8500, Fax: +966 11 215
8501

This paper is a summary of our understanding of the applications of real estate transaction tax and value added on some types of real estate assets and

tenures. The content of this paper is not in any way legal, tax or investment advice. Rather, it is indicative, and we advise the user to consult specialists in
the field of tax and real estate advisory to take appropriate advice.
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