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Real Estate Transaction Tax (RETT) was introduced in the Kingdom of Saudi Arabia (KSA or “the State”) on 4 October
2020. Itapplies to most land and property transactions in KSA, barring certain exemptions. One of the exemptions
provided is for the compulsory disposal of real estate in cases of expropriation for the publicinterest or temporary
seizure of real estate (Article 3.A.5 of the RETT Implementing Regulations).

One of the key issues that arise in the case of compulsory expropriation is that if the landowner purchases a replacement
real estate, RETT would generally be applicable to such a purchase. This leads to an additional cost for the landowner, which
may seem unfair.

The State Properties General Authority (SPGA) has sought to address this issue in the Draft Executive Regulations forthe Law
of Expropriation of Real Estate for the Public Benefit and Temporary Seizure of Property (“the draft regulations”). As per the 4
draft regulations, the State shall bear RETT resulting from the purchase of a replacement real estate for the expropriated ‘/

real estate, subject to the condition that the replacement real estate is purchased within a time limit of sixyears from the
date of receiving the compensation amount. These draft regulations are yet to be made effective.

However, pending the enactment of the draft regulations, it is noteworthy that this relief is currently being provided

on a case-by-case basis by the Government. It is now available for any land within the scope of the Diriyah Gate
Project, scheduled to be expropriated under the Council of Ministers Decision No. 323 dated 2804-1444 (22
November 2022). The relief is more or less similar to what is outlined in the draft regulations, except that the
replacement purchase must be completed within five years of receiving the compensation amount.

- \_// d With this decision, the Saudi Government demonstrates its commitment to supporting and providing relief to parties
affected by expropriation within the Diriyah Gate Project. The Government's proactive approach to covering RETT
allows impacted parties to focus on finding suitable replacement properties without the additional financial burden
typically associated with such transactions.

Saudi Arabia's Vision 2030 initiative has set the stage for the development of numerous “giga projects” designed to transform various regions of the
country and diversify the economy. Some of these projects may involve real estate expropriation to accommodate the development plans outlined
in Vision 2030. It may be expected that the Government might provide similar reliefs for other specific regions, particularly if the enactment of the
draft regulations is further delayed. Once the draft regulations are enacted, this relief should become more broadly available across KSA.

Finally, it is essential to underscore that tax advisors should be consulted in expropriation matters, not only to analyze RETT exemptions but also to
evaluate whether the RETT relief applies to the purchase of replacement lands.
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This publication has been writtenin 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 & Touche (M.E.) (DME) is an affiliated sublicensed partnership of Deloitte NSE LLP with no legal ownership to DTTL. Deloitte North Souh Europe LLP (NSE) is a licensed member firm of Deloitte Touche
Tohmatsu Limited.

Deloitte refers toone 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 dients. Please see www.deloitte.com/about tolearn more.

Deloitte is a leading global provider of audit and assurance, consulting, financial advisory, risk advisory, tax and related services. Our network of member firmsin more than 150 countries and territories, serves
four out of five Fortune Global 500® companies. Learn how Deloitte’s approximately 457,000 people make animpact that matters at www.deloitte.com.

DME would be pleased to advise readers on how to apply the principles set out in this publication to their spedific drcumstances. DME 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.

DME is a leading professional services organization established in the Middle East region with uninterrupted presence since 1926. DME’s presence inthe Middle East region is established throughits 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 ofany
other affiliate.

DME provides services through 23 offices across 15 countries with more than 7,000 partners, directors and staff. It has also received numerous awards inthe last few years such as the 2022 & 2023 Great Place
to Work® inthe UAE, the 2023 Great Place to Work® in the KSA, and the Middle East Tax Firm of the year.
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