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VAT refunds under the Licensed Real
Estate Developer Scheme in KSA

Key considerations for land and property

development companies

Real Estate Transaction Tax (RETT) was introduced in the Kingdom of Saudi Arabia (KSA) with effect from 4 October 2020 on supplies of land and
property (including sales, assignments, transfers, and similar activities), subject to some exceptions. The applicable rate is 5% of the value of the
land and property (and rights thereto).

Value Added Tax (VAT), in general, is no longer applicable to the sale and disposal of property, except in certain circumstances where both VAT and
RETT can apply on the same transaction. Instead, the real estate supply will be treated as VAT exempt wherein related tax credits cannot be
recovered through the VAT return.

A scheme known as the Licensed Real Estate Developer Scheme (LD) has been introduced allowing land and property development companies to
recover input VAT on their expenses. Rules and conditions around the qualification as a LD have been issued by the Zakat, Tax and Customs
Authority (ZATCA). In a recent legislative update, the ZATCA released a set of rules and procedures in relation to the VAT refunds under the LD
Scheme. The below list highlights some of the key considerations that businesses who wish to pursue the LD journey should consider.

Eligible person designation
® Entities that fulfill the requirement of the LD Scheme and have been duly issued with the LD certification from the Ministry of Housing (MoH)
must separately apply to the ZATCA for designation as an eligible person for VAT refunds.

Review and approval process
® The ZATCA will review and approve/reject the application. Applicants who are not successful may reapply after meeting the conditions.

Admissibility of refund claim | Cut-off date

® Persons who have their eligibility status approved by the ZATCA have the right to seek a refund on VAT paid on supplies of goods or
services related to real estate supplies from the date of submitting the registration request to the Authority. This rule sets a cut-off date,
disallowing a retroactive claim of VAT refunds to some extent. In some exceptional cases, the ZATCA may allow retroactive claims.

Documentation and compliance
® The ZATCA clarified the type of information and documentation that must be disclosed in order to avail to the refund under various real
estate disposal scenarios. Here, the ZATCA also clarified that refunds shall only be allowed to the extent of the portion of the invoice that
has been settled. This may have a cash flow impact and businesses should consider these requirements in light of their existing tax compliance
processes and whether changes are needed.

Refund cycles
® Refund applications may be submitted on a monthly, quarterly, or annual basis. When choosing a refund cycle, businesses should consider
striking a fair balance between their cash flow needs and the LD refund compliance process.

The introduction of RETT marks a key milestone in the taxation of the real estate sector in the Kingdom, although this development is happening in
the absence of a primary RETT law. The RETT law is being drafted, therefore certain changes may and/or will change once the law is formally
implemented in the Kingdom, thus making RETT a key issue that businesses should incorporate into their change management programs from a
tax point of view.
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How can Deloitte help?

Deloitte has a dedicated team of RETT experts within its Indirect Tax practice. They have successfully assisted a number of businesses to apply for
and obtain the LD certification from the MoH, as well as the eligible person status from the ZATCA. The status followed by the application for
refund of the accumulated input VAT would help to optimize these businesses from both a cash flow and tax compliance perspective.

Given the relative novelty of this initiative, the process typically requires continuous expert liaising with the MoH and ZATCA.

Apart from the above, they also support businesses in the Kingdom through a series of service offerings as listed below:

e RETT health check assessment to help identify gaps and mitigate risks
e Acquisition/merger and restructuring projects where real estate forms part of the targets
® Bespoke RETT advisory services on key real estate contractual arrangements and business models including Build Own Operate Transfer
Contracts (BOOTs), Build Operate Transfer (BOTs), etc.
® RETT compliance services
Refunds under the LD scheme
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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 & 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 (“DTTL").

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 would be pleased to advise readers on how to apply the principles set out in this publication to their specific circumstances. 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 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.

DME provides audit and assurance, consulting, financial advisory, risk advisory and tax, services through 27 offices in 15 countries with more than 5,000 partners, directors and staff.
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