
Summary of VAT increase

Global

Economy

Growth

%%

Summary of Transitional Provisions for VAT  
increase

According to the decision issued by the Government of the  
Kingdom of Saudi Arabia Ministry of Finance on 11 May 2020  
announced several measures, one of them was to increase the  
Value Added Tax (VAT) rate from 5 %  to 15% effective from 1 
July  2020. In this regard, General Authority of Zakat and Tax  
(GAZT) issued a  Guidance on the transitional provisions that  
would need to be considered for supplies that are made  
during the transitional period.
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Deal with Contracts signed:

1. Contracts signed before 11 May 2020, and customer
has  the right to deduct the full Input VAT.

• VAT at 5% for supplies made after 01 July 2020 to
be applied, until the end of Contract, or renewal,
or on 30 June 2021

2 Contracts signed between 11 May 2020 and 30 June 2020

• VAT at 5%, if the supplies are made on or before 30
June 2020; and VAT at 15%, if the supplies are made
on or after 01July 2020.

3 Contracts entered by VAT Registered business and  
Government agency:

A- Agreement signed before 11 May 2020 and supplies  
after 01 July  2020, VAT at 5 %  for supplies made after 01  
July  2020 to be applied, until the end of Contract, or  
renewal, or on 30 June 2021.

B- Agreement signed between 11 May 2020 and 30 June  
2020, VAT at 5%, if the supplies are made on or before 30  
June 2020; and VAT at 15%, if the supplies are made on or  
after 01 July 2020.

4 Contracts entered between two VAT registered business:

A- Agreement signed before 11 May 2020 and supplies  
after 01 July  2020, VAT at 5 %  for supplies made after 01  
July  2020 to be applied, until the end of Contract, or  
renewal, or on 30 June 2021, provided Customer can take  
full Input VAT.

B- Agreement signed between 11 May 2020 and 30 June  
2020, VAT at 5%, if the supplies are made on or before 30  
June 2020; and VAT at 15%, if the supplies are made on or  
after 01 July 2020.
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Deal with Tax Invoices Issued:

1 Tax invoices issued before 11 May 2020 and the
supplies  are on or after 01 July 2020.

• VAT at 5 %  to be applied, provided the date of supply
is  before 30 June 2021.

2 Tax invoices issued between 11 May 2020 and 30 June  
2020.

• VAT at 5 %  till 30 June 2020, if the supplies are made  
before 30 June 2020; and VAT at 15%, if the supplies
are  made on or after 01 July 2020.

3 Tax invoices issued for Continuous supplies, if Tax Invoices
issued for Continuous supplies that are partially executed
before 30 June 2020.

• VAT at 5 %  will be applied for the partial supply 
which  takes place before 30 June 2020; and VAT at 
15% will be  applied related to the remaining partial 
supply which  takes place on or after 01 July 2020.

For further details, please contact our Tax Manager
Mohammad Hwitat on (+966 534543017( or email: 
mhwitat@sa.gt.com
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“Dynamic organisations canachieve  

great things with the right support.

You need advisers that deeply  

understand your business, your  

industry and your wider agenda for  

growth. Our capabilities, expertise  

and culture make us perfectly  

placed to fill that role.”
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