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The General Authority of Zakat & Tax (GAZT) has published an 
updated list of frequently asked questions (FAQs) clarifying how 
VAT will apply to various transactions straddling the 1 July 2020 
effective date of the increased standard VAT rate from 5% to 15%.

GAZT has released the FAQs in Arabic.  Please see Keypoint’s 
unofficial translation below. If you would like to discuss how the 
transitional rules impact your business please contact a member of 
the team.
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Question

A contract was signed between two 
companies for the supply of raw materials 
on 20 May 2020, at a value of SAR 180,000 
and 5% VAT of SAR 9,000. The contract 
is for a period of two years and the goods 
are delivered in stages during the contract 
period. Part of the goods were delivered in 
June 2020, with a value of SAR 40,000, and 
the rest of the goods will be delivered after 
1 July 2020.

Answer

The tax is calculated at 5% on supplies 
made before the end of June, with a tax 
payable of SAR 2,000, and the tax is 
calculated at 15% on the part that will be 
supplied after 1 July, with a tax payable SAR 
21,000.

Question

A contract was signed between two 
companies to supply building materials 
in February 2020 for an amount of SAR 
300,000 and 5% VAT of SAR 15,000. The 
contract period extends for a full year and 
the goods are delivered in stages during the 
contract period.

Answer

VAT is calculated at 5% until the date of 
expiry or renewal of the contract.

Question

On 17 May 2020, a private enterprise 
contracted with a government agency to 
supply printers with a value of SAR 150,000 
with 5% VAT of SAR 7,500, provided that 
the goods are delivered in September 2020.

Answer

VAT is calculated at a rate of 15% on the 
amount of SAR 22,500, and the institution 
must issue a tax invoice with the additional 
tax due because the contracting date was 
after 11 May 2020 and the delivery of the 
devices was after 1 July 2020.

Question

A stationery supply company contracted 
with a government agency on 15 May 2020 
to make supplies worth SAR 50,000 with 
5% VAT of SAR 2,500, provided that the 
goods are delivered on 15 June 2020.

Answer

The VAT is calculated at 5% without any 
increase, because the supply of the goods 
took place before the end of 30 June 2020.
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Question

A company that supplies computers has 
contracted with a government agency on 
15 January 2020 to supply devices worth 
SAR 500,000 with 5% VAT of SAR 25,000, 
provided that the devices are delivered in 
stages and the last stage ends in August 
2020.

Answer

The VAT is calculated at 5% without any 
increase, because the contract was made 
before 11 May 2020.

Question

On 23 April 2020, a person purchased a 
car from one of the auto shows registered 
for VAT, to receive it from the exhibition 
during August 2020. The value of the car is 
SAR 100,000. On the date of purchase, the 
exhibition requested an advance payment 
of SAR 20,000 and issued a tax invoice to 
the customer with the amount of the down 
payment only in addition to 5% VAT of SAR 
1,000, and he will issue an invoice for the 
remainder of the amount due on the date 
of delivery of the vehicle to the customer.

Answer

In the event that the vehicle was delivered 
after the effective date of the amended tax 
rate and before the end of 30 June 2021, 
the tax is calculated on the amount stated 
in the invoice issued in the month of April 
at 5%, and the exhibition must calculate 
the tax at a modified rate of 15% on the 
amount that has not been invoiced of SAR 
80,000 and the tax must be added to the 
invoice that will be issued to the customer 
on the date of supply. 

No additional invoice will be issued for the 
amount invoiced on the date of purchase.

Question

A person made a one-year health insurance 
policy on 1 May 2020 with an insurance 
company. The agreement stipulates that 
the customer pay the insurance amount 
in monthly payments and a separate tax 
invoice is issued to him for the insurance 
service due for each month?

Answer

The portion of the health insurance services 
provided to the customer during the period 
from 1 May 2020 to 30 June 2020 is subject 
to VAT at the standard rate of 5%, and 
from 1 July 2020 the part of the health 
insurance services provided to the customer 
is subject to VAT at a revised rate of 15%, 
and an invoice for the services provided is 
issued from 1 July onwards containing the 
amended tax amount.

In the event that the vehicle was delivered 
after the date of 30 June 2021, the tax is 
calculated according to the amended tax 
rate on the date of the actual supply on 
the entire value of the car and the supplier 
must issue an additional invoice with the 
tax due accordingly.

Question

A person made a one-year insurance 
policy on his personal car with one of the 
insurance companies registered in the VAT 
system on 1 June 2020. The agreement 
states that the customer will pay the 
insurance amount in monthly payments 
and a separate tax invoice will be issued to 
him for the insurance amount due for each 
month.

Answer

The 5% standard rate of tax applies on the 
invoice for the services for June only, which 
precedes the application of the amended 
standard tax rate, and the tax is calculated 
according to the adjusted rate of 15% on 
the invoices that will be issued for insurance 
services provided starting from 1 July 2020.
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Question

A contract was signed on 15 April 2020 
with a maintenance company to perform 
maintenance services for a person’s house 
for a period of 5 years and the invoice 
was issued with the full amount upon 
contracting in the month of April at 5%.

Answer

If an invoice is issued on the date of the 
contract with the full amount and a tax 
is calculated on the invoice at 5%, the 
value of maintenance services provided to 
the customer for the period from 15 April 
2020 until 30 June 2021 is subject to the 
standard rate of 5%, and starting from the 
date of 1 July 2021, the remaining value of 
the maintenance services mentioned on the 
tax invoice is subject to VAT at 15%, and the 
supplier must issue an additional invoice to 
the customer with the difference in tax due.

Question

A TV set worth SAR 8,000 was purchased 
on 15 May 2020, VAT at 5% amounting to 
SAR 400 was included and the tax invoice 
was issued with the full value of the device 
on the same date, to be delivered on 5 July 
2020.

Answer

VAT is calculated at 15%, so that the 
amount of the VAT due is SAR 1,200, 
because the invoice was issued after 11 
May 2020, and the supply was made after 
the date of increasing the tax rate on 1 July 
2020, and the supplier must issue a tax 
invoice with the tax difference.

Question

A personal tablet device was purchased 
with a value of SAR 5,000 on 20 May 2020, 
a tax of 5% amounting to SAR 250 and the 
tax invoice was issued with the full value of 
the device on the same date, to be delivered 
on 15 June 2020.

Answer

VAT is calculated at 5% without any 
increase, because the supply (delivery of the 
device) was made before the date of 1 July 
2020.

Question

A car was purchased with a value of SAR 
80,000 in March 2020, and a tax of 5% 
amounting to SAR 4,000 and the tax 
invoice was issued on the same date for 
the full value of the car, to be delivered in 
August 2020.

Answer

The VAT is calculated at 5% without any 
increase, because the tax invoice was issued 
before 11 May 2020.
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Question

Will the VAT be applied to the fees of 
private schools at a rate of 5% or 15% if the 
fees were paid before 1 July 2020, knowing 
that the beginning of the school year will be 
after this date?

Answer

In the event that a tax invoice is issued to 
the customer with the value of school fees 
before the date of 11 May 2020, including 
VAT of 5%, then the tax is calculated on 
educational services subject to tax that will 
be provided by the school at a standard 
rate of 5% until the date of the end of the 
period specified in the invoice or the date 
30 June 2021, whichever comes first and up 
to the amount specified in the invoice.

If educational services are provided after 
that date, then the tax is calculated at 15% 
on the part supplied during that period 
and the taxable supplier must issue an 
additional tax invoice to the customer on 
the date of 1 July 2021 with the difference 
in tax due and must report it in the relevant 
tax return.

Question

A person has made an insurance policy for 
his personal car with one of the insurance 
companies registered in the VAT system 
before the date of 11 May 2020, and the 
agreement stipulates that the customer 
will pay the insurance amount in full on the 
policy’s effective date. The policy extends 
for two years. The company issued a tax 
invoice with the full value of the insurance 
policy on the date it was issued to the 
customer, including 5% VAT.

Answer

The company will not be required to pay 
the tax difference due according to the 
amended tax rate of 15% from the date 
of the amendment taking effect on 1 July 
2020 until the date of 30 June 2021, and 
the tax rate of 15% is calculated on the 
value of the portion of services that will be 
supplied from the date of 1 July 2021 until 
the end of the policy and the insurance 
company must issue an additional invoice 
for the value of the increased tax on its due 
date.

Question

I made a taxable supply in June 2020, and 
the tax invoice will be issued in July. Will 
5% or 15% be added to the tax bill?

Answer

As long as the supply was actually made 
before the effective tax rate of 15% took 
place, the tax is calculated on the tax 
invoice for the supply at the rate applicable 
at the time of supply which is 5%, and 
the invoice must include a reference to 
the actual date of supply and the date the 
tax invoice is issued in accordance with 
what is specified in Article 53 of the VAT 
Implementing Regulations.
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Question

I bought a car with a lease-to-own-
ownership system in 2019 and pay periodic 
instalments to the bank, including VAT, until 
the full value of the car and the benefits 
of instalment are complete, and the lease 
contract continues until 2023, so will the 
tax be increased to 15% on the instalments 
that I will pay after the date of 1 July 2020?

Answer

The purchase of goods (cars, real estate 
or other assets) by Islamic leasing or 
Murabaha or by the lease-to-own system, 
or by the financial leasing system that ends 
in ownership, is a single supply of goods 
that was made on the date of the transfer 
of ownership of the goods or the right to 
dispose of them as an owner (transfer of 
possession) from the seller to the customer 
and the tax is due on that date, and 
accordingly, since the supply took place in 
2019 and which is before the effective date 
of the amended standard tax rate of 15% 
on 1 July 2020, you will not be subject to 
any increase on the tax due on the supply 
of the vehicle.

Question

It was agreed to buy a property, and its 
value was agreed upon with the seller, and 
part of the selling price was paid, but the 
emptying will take place after the date of 1 
July 2020. Is the purchase subject to 5% or 
15%?

Answer

The supply (sale of real estate) is 
tantamount to the supply of goods subject 
to tax at the standard rate, and the date of 
supply is the date of transfer of ownership 
of the property or the right to dispose of it 
as an owner from the seller to the buyer, so 
if the property or right to act as an owner is 
transferred to the buyer before the date of 1 
July 2020, the tax is at 5% of the total sale 
value, but if the ownership or the right to 
act as an owner is transferred to the buyer 
after 1 July 2020, the tax is calculated at 
15% of the total sale value.

Question

I bought a mobile phone in April 2020 
through an international electronic store 
outside the Kingdom and paid the full 
amount to the electronic store, and it is 
expected that the shipment will reach the 
Kingdom after the date of 1 July 2020 – 
What is the tax that will be imposed on the 
shipment in customs 5% or 15%?

Answer

VAT is imposed on imported goods 
according to the rate of tax applicable at 
the date of import (the date set for the 
verification of the occurrence of import 
in accordance with the unified customs 
system and its procedures in force in the 
Kingdom). If the import takes place prior to 
1 July 2020, 5% import tax will apply. If the 
import takes place on or after 1 July 2020, 
15% import tax will apply.
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Question

It has been agreed to buy a car from one 
of the existing auto showrooms in the 
Kingdom and pay the full amount, and the 
car will be imported by the exhibition from 
outside the Kingdom and it was paid for in 
full, so what is the correct tax treatment, 
knowing that the car may reach the 
Kingdom after the date of July 1 2020.

Answer

In the event that the automobile exhibition 
issues a tax invoice to the customer before 
the date of 11 May 2020 for the full value 
of the car, including VAT of 5%, and the 
car was imported and delivered to the 
customer before the end of 30 June 2020, 
the tax due is calculated at 5%, but if 
the car is imported after the date of 1 
July 2020 and delivered to the customer 
before the end of 30 June 2021, the tax 
is calculated on the customs duty of the 
importer (Auto Show) according to the rate 
applicable at the date of import of 15% 
(the date of import is the date specified 
for the verification of the import incident 
according to the unified customs system 
and its procedures in force in the Kingdom ), 
and the tax is calculated on the supply from 
the exhibition to the customer at a rate of 
5%, with the exhibition entitled to recover 
the difference paid to customs through its 
periodic tax returns filed with the authority.

In the event that the automobile exhibition 
issues a tax invoice to the customer on or 
after the date of 11 May 2020, including 
VAT of 5% for the full value of the car, 
the tax is calculated at 5% if the car was 
imported and delivered to the customer 
before the end of 30 June 2020, based on 
the date of import by the exhibition and the 
date of supply from the exhibition to the 
customer. 

If the car was imported and delivered to 
the customer starting from the date of 1 
July 2020, the tax is calculated at 15% on 
the incident of import by the exhibition and 
on the supply from the exhibition to the 
customer and the taxable supplier (auto 
showroom) must issue an additional tax 
invoice for the customer on the date of 
supply for the tax difference due and must 
report it in its relevant tax return.

Question

I have an annual subscription to a sports 
centre (gym). What is the tax rate that 
will be imposed on that subscription if it is 
renewed before the date of 1 July 2020, 5% 
or 15%?

Answer

If a tax invoice is issued to the subscriber 
before the date of 11 May 2020 for the 
entire subscription period, including 5% 
VAT, the subscription is completed until the 
end of it or on the date of 30 June 2021, 
whichever comes first and within the limits 
of the amount specified in the bill without 
modification, the tax rate is kept at 5%. 

If the subscription period exceeds the date 
of 30 June 2021, the tax is calculated at 
15% on the portion of the subscription that 
follows that period, and the taxable supplier 
(Sports Centre) must issue an additional tax 
invoice to the customer on 1 July 2021, with 
the tax difference due and report it in the 
relevant tax return. 

In the event that a tax invoice is issued to 
the subscriber on or after the date of 11 
May 2020, the tax is calculated at 5% on 
the corresponding subscription portion of 
the services provided from the date of the 
invoice until the end of 30 June 2020, and 
from the beginning of 1 July 2020, the tax 
is calculated at 15% on the corresponding 
subscription portion of the services 
provided from that date until the end of the 
subscription period.
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The taxable supplier (Sports Centre) must 
issue an additional tax invoice to the 
customer on the date of 1 July 2020 with 
the difference in the tax due and report it in 
the relevant tax return.

The previous treatment applies to all 
continuous supplies of services that are 
agreed upon between taxable suppliers and 
end consumers (individuals or unregistered 
companies) such as internet subscriptions, 
broadcast services, health insurance, 
asset insurance, maintenance services, 
commercial leases, and other continuous 
services.

Question

How is the tax calculated for the returns of 
the first and second quarters of 2020 at 5% 
or 15%?

Answer

The VAT return for the first quarter of 2020 
is for the tax period from January 2020 to 
March 2020, and for the second quarter 
is for the tax period from April 2020 to 
June 2020. These returns include VAT for 
supplies made during those periods in 
accordance with the rules for calculating 
the date of supply mentioned in Article 23 
of the Unified VAT Agreement (issuing the 
invoice, receiving the consideration or a part 
thereof, or actually supplying the goods or 
services, whichever comes first). Therefore, 
if the supply was made physically before 
the effective date of the revised rate on 1 
July, the tax is calculated at 5% in all cases. 
The same applies to supplies for which tax 
invoices were issued before the date of 11 
May 2020 with the actual supply of goods 
or services taking place after 1 July 2020 but 
before 30 June 2021. As for the invoices that 
were issued as of 11 May 2020, and that the 
goods or services are actually supplied after 
the date of 1 July, the tax is calculated at 
15% on the date of actual supply. 

The supplier must issue a tax invoice to the 
customer for the tax difference due. The 
transitional provisions apply to long-term 
contracts concluded with government 
agencies or with registered persons, which 
is included in the answer to the query about 
contracts concluded before the effective 
date of the amended tax rate.

Answer

For contracts concluded or awarded 
between a taxable person and a 
government body prior to the date of 11 
May 2020, the supplier can calculate the 
tax on supplies subject to the tax in which 
the standard rate is 5% until the date of 
the end of the contract, or its renewal, or 
until 30 June 2021, whichever is earlier. 
Note that calculating the tax at 5% does 
not affect the supplier's entitlement to 
deduction of input tax incurred by him to 
carry out his taxable supplies even if it is 
calculated at 15%. The tax at a rate of 15% 
applies to taxable supplies made after the 
contract ends or is renewed, or from 1 July 
2021.

Question

I have a project with a government agency 
to make continuous supplies for a year. 
The company was selected to execute 
that project before 11 May 2020. Our 
offer included a 5% VAT calculation and 
the contract is expected to be concluded 
during July 2020 so what is the correct 
tax treatment for the supplies that will be 
made and do the transitional provisions for 
increasing the tax rate to 15% include us?
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Question

How to handle contracts concluded 
before the effective date of modifying the 
standard tax rate to 15%?

Answer

For contracts concluded between two 
persons subject to tax before the date of 
11 May 2020, the supplier can calculate 
the tax on the taxable supplies (whether 
it is a single supply of goods or service, or 
multiple supplies of goods or continuous 
supplies of services) at the standard rate 
of 5% until the date of the end of the 
contract, or its renewal, or until 30 June 
2021, whichever comes first, provided that 
the customer has the right to fully recover 
the input tax related to supplies, and a 15% 
rate applies to supplies made after this 
date. Note that calculating the tax at 5% 
does not affect the supplier's entitlement 
to deduction of input tax incurred by him 
to carry out his taxable supplies even if it is 
calculated at 15%.

The same previous treatment applies to 
supplies made under contracts that have 
been awarded or concluded between a 
taxable person and a government agency 
that have been signed or awarded by the 
government agency before 11 May 2020.

For contracts concluded from 11 May 2020, 
the tax is calculated at 5% on taxable 
supplies made before the date of 1 July 
2020, and the tax is calculated at 15% on 
taxable supplies that start on 1 July 2020.

Question

Does the decision to increase the tax rate 
to 15% include all sectors, or are there any 
sectors excluded from that decision?

Answer

The adjusted standard tax rate of 15% 
applies to all supplies of taxable goods and 
/ or services and all imports of goods to the 
Kingdom which are currently subject to the 
standard rate of 5%.

Question

Is the decision to increase the VAT rate to 
15% ongoing or is it a temporary decision?

Answer

According to the announcement, the 
standard tax rate will be increased from 
5% to 15% permanently, on all supplies 
of taxable goods and / or services and all 
imports of goods to the Kingdom currently 
subject to the standard rate of 5%.

Question

What is the date of commencing the 
implementation of VAT at 15%?

Answer

The increase in the standard tax rate to 15% 
starts from 1 July 2020.

Disclaimer: This tax alert is based on an unofficial translation of GAZT's FAQs released in Arabic on 20 May 2020 
and is for general information. Seek professional advice in relation to your particular circumstances.
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