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The Zakat, Tax and Customs Authority (“ZATCA”) is the Government Body tasked with regulating, 

enforcing, administering, and implementing taxation in the Kingdom of Saudi Arabia (“KSA”).  ZATCA 

is responsible for the administration and collection of all taxes, including Value Added Tax (“VAT” 

or “Tax”). 

The role of ZATCA includes raising VAT awareness among taxpayers, providing information for 

Taxable Persons to understand their VAT obligations, and facilitating VAT compliance.  As part of 

this, ZATCA has released many guidelines to provide additional clarification on VAT, in relation to 

specific sectors and circumstances.

This Guideline

This guideline is addressed to all natural and legal persons who carry on an economic activity and 

who are subject to VAT. The purpose of this guideline is to provide more clarifications regarding to 

E-commerce and online portals and platforms activities in KSA.

This guideline represents ZATCA›s view on the application of the unified VAT agreement, the 

VAT law and the VAT implementing regulation regarding to e-commerce activities as of the date 

of this guideline. This guide amounts to a guideline and does not include or purport to include 

all the relevant provisions for e-commerce in the unified VAT agreement, the VAT law or the VAT 

implementing regulation. It is not binding on ZATCA or any taxpayer in respect of any transaction 

carried out and it cannot be relied upon in any way.

For further advices on a specific transaction, you may apply for a ruling or visit the official website 

of the authority zatca.gov.sa which contains a wide range of tools and information that has been 

established as a reference to support persons subject to VAT, as well as visual guidance materials, 

and all relevant information and FAQ.

1. Introduction
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Goods: All types of material property (material assets), including water and all forms of power 

including electricity, gas, lighting, heating, cooling, and air conditioning (1).

Services: Any supply that does not constitute a supply of Goods (2).

Voucher: “an instrument where there is an obligation to accept it as Consideration or part 

Consideration for a supply of Goods or Services, and where the nature of the Goods or 

Services to be supplied or the identity of the Supplier is indicated on the Voucher or in related 

documentation” (3)  .

Face value voucher: “a Voucher which is issued with a specific monetary redemption value indicated 

on the Voucher or in related documentation” (4).

Non-qualifying voucher: this is not a defined term for VAT purposes. It is used within this guideline 

to describe any document, instrument, or offer which is commercially described as a “Voucher” but 

does not constitute a Voucher under the definition above.

Resident: a person (natural or corporate) who has a place of residence in the KSA for VAT 

purposes (5).

Non-resident: a person with no place of residence in the KSA (6).

Agent: this is not a defined term for VAT purposes. In this guideline, an Agent is described as a 

person who is authorised to act for, or in place, of a person and to create legal obligations for that 

person.

2. Definitions of Main Terms Used

1 - Article 1, Definitions, Unified VAT Agreement
2 - Article 1, Definitions, Unified VAT Agreement
3 - Article 19(3), Issue or Supply of a Voucher, Implementing Regulations

4 - Article 19(4), Issue or Supply of a Voucher, Implementing Regulations
5 - Article 1, Definitions, Unified VAT Agreement
6 - Article 1, Definitions, Unified VAT Agreement
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Agent acting in Principal’s name: An Agent acting for a Principal in cases where the agency 

relationship is disclosed to the third party. The Agent in this case may also be referred to as a 

“disclosed agent”.

Agent acting in his own name: The VAT Law sets out specific rules concerning situations where an 

Agent acts in his own name. This involves an Agent acting for a Principal in cases where it does not 

disclose to the third party that it is acting on a Principal’s behalf. An Agent acting in his own name 

is often referred to as an “undisclosed agent” or a “commissionaire”. 

Principal: this is not a defined term for VAT purposes. In this guideline, a Principal is described as a 

person who authorizes another Person to act on his or her behalf as an Agent.

Nominal supply: is an event which does not involve a supply of goods and services for consideration 

but is deemed by the VAT law to be a supply for VAT purposes. The term is defined as “Anything that 

is considered a Supply in accordance with the cases provided for in Article 8 of [the Unified VAT] 

Agreement” (7) .

Tax due date: is the date that an individual supply of Goods or Services is considered to take place 

for VAT purposes.  In most cases the Tax Due Date is determined in accordance with the date of 

supply, the issue of an invoice, or the receipt of Consideration by the Supplier.  The “Tax Due Date” 

is a different concept to the due date for Payment of Net Tax by a Taxable Person for an entire 

Taxable Period.

Consumption and Enjoyment of Services is a term used in the Implementing Regulations to 

determine the place where a Customer receives and makes actual use of a supply of services 

provided to him (8).

7 - Article 1, Definitions, Unified VAT Agreement
8 - Article 24 (2) and (3), Wired and Wireless Telecommunications and 
Electronic Services, Implementing Regulationsa



5

Place of supply is the country, or other place, where a supply is considered to take place for VAT 

purposes according to the rules set out in the Unified VAT Agreement, VAT Law, and Implementing 

Regulations.

Economic Activity: “An activity that is conducted in an ongoing and regular manner including 

commercial, industrial, agricultural or professional activities or Services or any use of material or 

immaterial property and any other similar activity” (9).

Taxable Person: “…a Taxable Person in the Kingdom is a Person who conducts an Economic Activity 

independently for generating income, and is registered for VAT in the Kingdom or who is required 

to register for VAT in the Kingdom under the Law or these Regulations” (10).

Taxable Supplies: “Supplies on which Tax is charged in accordance with the provisions of the 

[Unified VAT] Agreement, whether at the standard rate or zero-rate, and for which associated Input 

Tax is deducted in accordance with the provisions of the [Unified VAT] Agreement” (11).

Customer: “A Person who receives Goods or Services” (12).

Supplier: “A Person who supplies Goods or Services” (13).

Date of Supply: The date on which Tax is due on a particular supply in accordance with the rules set 

out in the Unified VAT Agreement, VAT Law, and Implementing Regulations.

This date may differ from the date the goods or services are provided.

Input tax: “Tax borne by a Taxable Person in relation to Goods or Services supplied to him or 

imported for the purpose of carrying on the Economic Activity” (14).

9 - Article 1, Definitions, Unified VAT Agreement
10 - Article 2, Taxable Persons required or eligible to register in the Kingdom,  
        VAT Implementing Regulations
11 - Article 1, Definitions, Unified VAT Agreement

12 - Article 1, Definitions, Unified VAT Agreement
13 - Article 1, Definitions, Unified VAT Agreement
14 - Article 1, Definitions, Unified VAT Agreement
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3. Overview of  E-commerce

3.1. What is E-commerce?

E-commerce refers to the buying and selling of goods or services via a website, electronic platform, 

social media store or an application, and the transfer of money and data to complete the sales. 

An Online interface or Portal is referring to an electronic website, electronic marketplace, forum or 

similar application which facilitates the sale of goods or services from a supplier to a customer and 

allows a transaction to be completed through it.

An Online interface or Portal acts as an Agent or intermediary.

3.1.1 E-commerce models 

The most traditional types of e-commerce models include:

• Business to Consumer (B2C): refers to supplies from a VAT registered person to an individual 

or non-VAT registered business.

• Business to Business (B2B): refers to supplies from a VAT-registered person to another VAT 

registered person.

• Business to Business to Consumer (B2B2C): a combination of both the B2B and B2C models. 

This is an arrangement where a company sells products to another company which are then 

sold to consumers. This model is comprised of three parts: the first business (the business of 

product origin), an intermediary, and the end user.

• Direct to Consumer (D2C): means that a brand is selling directly to their end customer without 

going through a retailer, distributor, or wholesaler. Subscriptions are a popular D2C item, and 

social selling via platforms like Instagram, Facebook, Snapchat, etc.

• Consumer to Consumer (C2C): refers to the sale of a good or service to another consumer, 

which takes place on platforms.

• Consumer to Business (C2B): when an individual sells their services or products to a business. 

C2B encompasses influencers offering exposure, photographers, consultants, freelance 

writers, etc.
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3.1.2 Popular Examples of Supplies

•  Sell a physical good/product: creating a shippable, physical product and market it online. It 

could be sold via an e-commerce storefront, or via a third-party site.

• Sell a service: businesses are using a website or application as a sales tool for services 

delivered.

• Also, selling a service would include providing services that are sold (and delivered) 

online. Examples of these services - without limitation - include web marketing, travel, and 

entertainment.

• Sell a digital information product: Information product sales can be broken into two 

categories:

1) Downloadable Material (ebook), and 2) Membership Sites.

• Transport services arranged via an electronic application or platform (“ride-hailing services”).

3.2. E-commerce and Requirement for Registration

An Economic Activity may be carried out equally by other Persons (natural persons - individuals 

or legal persons). It will be presumed by ZATCA that a person that regularly makes supplies of 

goods or services carries on an Economic Activity. 

All persons who carry on an Economic Activity and register for VAT purposes will receive a Tax 

Identification Number from ZATCA (15).

3.2.1. Mandatory Registration

For resident suppliers, registration is mandatory for all persons whose annual turnover exceeds 

the “mandatory VAT registration threshold”. If the total of a person’s Taxable Supplies made 

during 12 months exceeds SAR 375,000 that person must register for VAT (16).

15 - In accordance with Article 53, Tax Identification Number (TIN), Unified VAT Agreement
16 - Article 50, Mandatory Registration, Unified VAT Agreement
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Non-Saudi Resident taxable persons are required to register for VAT irrespective of the value of 

supplies made in the KSA on which they are obliged to collect VAT. However, where non-resident 

suppliers make supplies to VAT registered customers who are obligated to self-accounts for VAT 

on supplies received using the Reverse Charge Mechanism, the non-resident supplier has no VAT 

obligations (17).

In practice, any supplies of goods and services which are made in the KSA to a non-VAT registered 

customer will require the supplier to register. In the E-commerce context, supplies that are provided 

by non-Resident taxable persons to end Consumers (i.e. B2C); may create an obligation for the non-

resident suppliers to register for VAT purposes in the KSA.

Customers resident in the KSA who carry on an Economic Activity may exceed the mandatory 

registration threshold based on the value of goods or services received from non-KSA suppliers. Any 

supplies which require the customer to self-account for VAT using the Reverse Charge Mechanism 

will count towards the VAT registration threshold of that Customer. 

Import of goods from a non-GCC location, where the VAT is paid to the Saudi Customs Authority 

upon import, will not count towards that threshold.

3.2.2. Voluntary Registration

It is possible for any person resident in the Kingdom whose taxable supplies or taxable 

expenses exceed SAR 187,500 (the “optional registration threshold”) within a period of 12 

months to voluntary register for VAT (18).

17 - Article 47, Persons liable to pay Tax, Implementing Regulations
18 - Article 7, Voluntary Registration, Implementing Regulations and Article 51, Voluntary Registration, Unified VAT Agreement
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4.1. Supplies via Online Interfaces and Portals 

An online interface or portal acts as an intermediary in providing a platform to introduce and connect 

sellers of goods and services with buyers. In many cases, the platform has the ability to set the parameters 

of the supply (such as arranging the delivery of goods and services, determining the selling price and 

setting terms and conditions of sale) and may also take on commercial risks for the supply (e.g. offering 

refund to a customer where the goods and services are not satisfactory). Generally, the online interface 

or portal will act in its capacity as the seller of goods or services and charge a commission or fee for these 

services.

In this way, an online interface or portal can be seen to act in its capacity as Principal or Agent. This will 

depend on the details of the relationship between the buyer and seller, and the circumstances of it. It is the 

parties concerned who are responsible for evaluating the extent to which they are acting as Principal or 

Agent or person instructing the Agent (as the case may be), and to apply the appropriate VAT treatment.

An online interface or portal involved in effecting an underlying supply from a seller to an end 

customer may, in respect of that transaction, either:

• act as Agent for an underlying supply of goods or services on behalf of a Principal, or

• act as a Principal in receiving the supply of goods or services on his own behalf from the seller and 

making an onwards supply of those goods or services to the end customer.

The distinction between a person acting as Principal or as Agent will not always be clear for each 

transaction. The correct position should be based on an analysis of the agreements between the persons, 

and the commercial reality of the relationship between those persons, based on all of the relevant factors.

The remuneration structure agreed between the persons should not be viewed as definitive in whether 

a Person is acting as an Agent or Principal. An Agent may earn a payment of “commission”, and the word 

“commission” is often associated with intermediary services. However, a Principalrelevant factors.

The remuneration structure agreed between the persons should not be viewed as definitive in whether 

a Person is acting as an Agent or Principal. An Agent may earn a payment of “commission”, and the word 

“commission” is often associated with intermediary services. However, a Principal can also agree to earn 

a commission (which can be a fixed amount, a percentage of the final sale, or a ‘markup’ on the 

original sale).

4. Electronic Commerce Supplies
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4.1.1 An online interface or portal acting in Principal’s name “disclosed Agent”

In the case of a disclosed Agent, the underlying supply is made directly from seller to end customer, 

and the Agent may charge consideration to the Principal he acts for.

Supply from seller to end customer:

The underlying supply of goods and services is subject to VAT following the standard rules for a 

direct supply from a Supplier to a Customer.

The Principal makes the supply and remains liable for charging output VAT and issuing a Tax Invoice 

(even if an Agent assists with the invoicing or payment collection procedures on his behalf). An 

Agent may issue a Tax Invoice on behalf of a Principal who is a Taxable Person; provided certain 

criteria are met (refer to the Invoicing and Records Keeping guideline). In such cases, the Principal 

is liable for the accuracy of the information shown on the Tax Invoice and for reporting Output Tax 

on the supply (refer to Agent’s guideline).

The end customer directly receives the supply from the Principal and is eligible to claim deduction 

provided that the supply is incurred as part of its Economic Activity in the course of making Taxable 

Supplies. (Refer to Input VAT deduction guideline).

The Agent may carry out certain tasks to facilitate the sale, such as delivery of goods, raising of an 

invoice or collecting payment. Provided that the Agent is acting in the name of the Principal (and 

this is disclosed to the third party), the completion of these tasks by an Agent does not affect the 

VAT treatment.

Supply from disclosed agent to Principal:  

An Agent may agree to act for (and on behalf of) either a seller, or an end customer. It will receive 

a commission or other remuneration for carrying out these services. This is a supply of services, 

which is separate to the underlying supply it arranges on behalf of the Principal. For this supply, the 

Agent acts as a Supplier, and the Principal as a Customer.
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“A Taxable Person, acting in his name, supplying or receiving Goods 
or Services on behalf of any other Person shall be deemed, for the 
purposes of the Law and the Regulations, as supplying or receiving 
such Goods or Services for himself”.

In all cases, the supply of agency services to a KSA resident Principal should be subject to the standard 

rate of VAT; regardless of whether the underlying supply of goods and services is subject to VAT.

Example 1: Mohammed has imported goods from China of SAR100,000 and displayed them on an 

electronic platform, all of which were sold by his name of SAR200,000.

An amount of SAR 50,000 is the platform’s commission. Muhammad must declare sales of SAR200,000 

and purchases of SAR150,000 if the tax conditions are met, or an input tax deduction of SAR50,000 only 

in the event that the customs data is not in the name of the taxpayer.

An Agent acting for a non-KSA resident Principal must determine whether its supply may qualify for the 

zero-rate. The Implementing Regulations allow zero-rating for services provided to a non-KSA resident 

customer, provided that certain conditions are met.

Example 2: “B” Company is established in Jordan and provides remote computing services for 

companies around the Middle East. The Company has no establishment of any sort in the KSA but has 

a number of business Customers who are Taxable Persons in the KSA. It engages a Saudi e-Payment 

agent to establish a portal allowing collection of payments from the Company’s customers and 

transfer to its USD bank account in Jordan. The e-Payment agent does not take on any obligations 

towards the Company’s customers.

In this case, the e-Payment agent is providing a service where Company “B” in Jordan receives the 

predominant benefit. Company “B” customers in KSA do not receive or enjoy the predominant benefit 

of the service. The e-Payment agent should apply the zero-rate to its services.

4.1.2 An online interface or portal acting in its own name “undisclosed agent”

An Agent acts in his own name in cases where the agency relationship is not disclosed to the third 

party. Therefore, the third party will believe he is engaging with a Principal acting in his own name.

The VAT law prescribes a special rule to apply VAT to an Agent acting in his own name:



12

This means that where an Agent acts in his own name, he is treated in the same 

way as a Principal for VAT purposes:

• The Agent receives a supply of the goods or services from the seller (the Agent is deemed to act as 

a customer in respect of the purchase); and

• The Agent makes a subsequent supply of the goods or services to the end customer (the Agent is 

deemed to act as a Supplier for the onwards sale).

VAT is applied to each individual supply based on the nature of each supply. Usually, this will result in 

the same VAT rate applying to both supplies, but this must be confirmed for each supply as the facts 

may require a different treatment. For example, if an Agent purchases goods locally on behalf of a non-

resident Principal and exports these to the Principal’s office outside the GCC, the initial purchase (with 

VAT at 15%) will be treated separately to the subsequent export (with VAT at 0%).

In cases where the Agent acts in his own name, it is unusual for the Agent to provide a separate supply of 

agency services. In most cases, the Agent’s remuneration is reflected in the markup or price difference 

between the purchase and onwards supply of the goods or services. However, it is possible that the Agent 

and Principal agree for distinct services to be provided (separate to and in addition to the underlying 

supplies of services).

Example 3: “S” Company, an office products distributor engages “E” Company., a licensed sales Agent 

who is registered for VAT, to promote and distribute its products to businesses in the Asir province. The 

agreement provides that “E” Company will sign contracts in his own name but must pass all revenues 

earned to “S” Company, less a 5% commission.

“S” Company is also paid a fixed monthly fee of SAR 10,000 for its services (regardless of whether any 

sales are made) to “E” Company. The fixed monthly fee is a supply of services, which is separate to the 

underlying supplies of goods.

4.1.3 An online interface or portal acting on behalf of a non-resident supplier

If the electronic intermediary acts on behalf of a non-resident supplier, it must apply the special rules 

relating to providing Electronic Services in the KSA. In this case, an online interface or portal operator is 

presumed to act in their own name as a principal, unless:
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• The non-Resident Supplier is expressly indicated as the supplier of goods and services during the 

online sale process, in the contractual arrangements between the parties, and on the invoice or 

receipt issued by the operator of the interface or Portal; and

• The intermediary (the operator of the interface or portal) does not authorize charging the Customer 

for the goods themselves and does not set the terms and conditions of the Supply.

If the online interface or portal operator acts on behalf of a non-Resident supplier, it will be deemed to 

purchase the services from the non-Resident supplier, then subsequently make a separate supply of the 

same services to the KSA customer.

4.1.4 Invoicing Requirements

As a default rule, a VAT-registered supplier of a taxable supply of goods or services is required to issue 

a standard tax invoice and deliver it to the customer of the supply. This condition applies irrespective of 

whether the goods are sold directly or through an online interface or portal.

As an exception to the default rule, where a VAT-registered agent makes a supply of goods or services on 

behalf of a principal, the agent may issue a tax invoice in relation to that supply as if that agent had made 

the supply. A tax invoice issued by the agent must contain all the usual particulars required under Article 

53 of the Implementing Regulations, but may include the agent’s, rather than the supplier’s, details – 

in which case, the invoice should, however, contain a reference to the principal supplier (including the 

supplier’s name and tax number) somewhere on the invoice.

Where an agent is an undisclosed agent, the undisclosed agent has the responsibility to issue a tax 

invoice in its own name.

A third party may issue Tax Invoices for Taxable Supplies provided when certain conditions are met. 

Further information on the requirements for tax invoicing can be found in the Taxpayer guideline on 

Invoicing and Records.

Example 4: An electronic application provides the service of displaying cars in an electronic auction in 

exchange for a percentage of the sale value collected from the seller (vehicle owner), and auction entry 

fees collected from users wishing to purchase.
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19 - Article 11, Supply of Goods with Transportation, Unified VAT Agreement

In the sale process, the application must issue an invoice to the buyer containing the basic information for the 

tax invoice as it is stipulated in Article (53) of the Implementing Regulations, and since he is a disclosed agent, he 

must refer to the seller (owner of the vehicle) in the tax invoice. If the seller is registered for VAT, the application 

must indicate the seller›s tax identification number in the invoice, collecting the tax on his behalf, and then 

transferring it to him as the seller is responsible for reporting and paying the tax to the Authority.

The electronic application is responsible of declare/report the value of the commission from the sale and fees 

collected from users as entry fees.

4.2 Supply of Goods 
A supply of goods in the e-commerce context involves purchasing goods through an electronic platform, such as 

a website or a marketplace. Once the goods are purchased, they are then delivered to the customer in KSA. The 

delivery of the goods is usually arranged by the supplier or the online portal through which the purchase is made. 

The rules for applying VAT will depend on the place from which the order is fulfilled.

4.2.1 Place of Supply 
Under general rules, the supply transaction will only take place in the KSA if the goods are in the KSA when 

the delivery to the customer commences. If the goods are outside the KSA when the delivery commences, the 

supplier will not charge VAT on the sale of the goods. VAT will instead be charged at the time of import (19). 

Orders fulfilled from KSA: If an order is fulfilled from the KSA, meaning that the goods are situated in the KSA 

at the time the shipment starts, the supplier must charge KSA VAT.
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Orders fulfilled from Outside KSA: Orders fulfilled from outside the GCC do not have a place of supply 

in the KSA. Any supply of goods taking place before the import entry is not subject to VAT on the supply 

transaction, although KSA VAT will be charged at the time of import. In this way, VAT is effectively applied 

to the overseas market in the same manner it would be applied to the local market.

It is possible that in some countries, the local supplier will charge a local VAT or sales tax on the sale. 

Any tax charge in the country of origin of the goods does not affect the VAT treatment upon import 
(20) to the KSA.

Orders fulfilled from GCC State: Until the introduction of the Electronic Services System, movements 

of goods from the GCC States to the KSA will be considered in the same way as extra-GCC trade. Thus, 

where delivery of goods commences in another GCC State, VAT in the KSA will not be assessed on the 

supply but will be charged upon importation of those goods into the KSA (21).

20 - Article 27(3), Goods sold with Transportation, Implementing Regulations

21 - Article 79(7), Transitional Provisions, Implementing Regulations
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Goods flow scenarios: Depending on the location of the supplier, the recipient, and the goods, the 

supply may take any of the following basic forms:

Description From Supplier to Customer

KSA (Business) VAT registered 
to KSA (Business) VAT 

registered

KSA (Business) VAT registered 
to KSA Resident (Customer) 

Not registered for VAT in KSA

KSA (Business) VAT registered 
to Non-Resident (Business or 

Customer)

Not registered for VAT in 
KSA to Resident (Business or 

Customer)

Non-KSA Resident (Business) 
to VAT registered KSA 

Resident

If imported: VAT charged 
upon importation of 

goods
If no import (goods 

already in KSA): the KSA 
Resident taxable person 
using the reverse charge 
mechanism accounts for 

VAT
If imported: VAT charged 

upon importation of 
goods

If no import (goods 
already in KSA): VAT 
charged by the non-

Resident supplier (check 
registration rules)

N/A
Subject to VAT 

registration test.

Online goods 
provided to KSA 

(inside KSA)

Online goods provided 
to KSA from outside KSA

VAT charged
by KSA supplier

VAT charged by KSA 
supplier

Zero rated export 
(subject to export 

conditions)

Applicable if registered 
for VAT.

KSA

KSA

KSA

Outside KSA

Place of Supply VAT treatment
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4.2.2 Date of Supply
The actual date of supply of goods will be:

• Where there is a supply of goods without transportation or shipment: the date on which the goods 

are placed at the disposal of the customer

• Where there is a supply of goods with transportation or shipment: the date of commencement of 

transportation or shipment of the goods

Generally, the date on which VAT is due is the date of the supply of the goods or services. If, however, 

a prior invoice has been issued, or payment of the value of the supply has been made in advance, VAT 

will be due on the date of actual payment or the date of the invoice, whichever first occurs (22).

Consequently, VAT must be reported by the supplier during the tax period in which that date of supply 

falls. Likewise, the Input VAT is also claimed by the Customer (where appropriate) in the tax period 

where the date of supply falls.

4.2.3 Charging VAT

A Resident supplier must, in all cases, charge VAT to the customer (23) and include this in the tax 

invoice issued to the custome. 

Please note that invoicing requirements are discussed in the published guide for Invoicing & Keeping 

Records. If the sale price is agreed to be VAT exclusive, VAT of 15% should be added to the agreed 

price.

Final prices published to consumers in the electronic markets, platforms, social media stores or 

applications should be inclusive of VAT.
If the price is VAT-inclusive (or if no mention is made to VAT), VAT should be calculated as 15115/ of the 

VAT inclusive price.

It is possible that a non-Resident supplier could be the seller of goods fulfilled from the KSA (for example, 

the non-Resident supplier holds stock in a third-party warehouse situated in the KSA). In this case, the 

mechanism for charging VAT will depend on whether the customer is a VAT registered person in the KSA.

22 - Article 23, Date of Tax Due on Supplies of Goods and Services, Unified VAT Agreement

23 - Article 25(2), Tax Rate, Unified VAT Agreement
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• For a supply where the customer (B2C) is a private individual, or entity not required to register for 

VAT, the non-Resident supplier must register for VAT and charge VAT on his invoice in the same way 

as a Resident supplier

• If a supply is made to a VAT-registered customer (B2B), the customer must self-account for VAT 

using the Reverse Charge Mechanism (24). The non-Resident supplier is not able to report VAT on 

the sale or to show VAT on its invoice to the customer.

24 - Article 41, Customer Obligated to Pay Tax According to the Reverse Charge Mechanism, Unified VAT Agreement
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4.2.4 Special Cases
Nominal Supplies

For VAT purposes, the default position of Nominal Supplies is that goods and services supplied by a 

Taxable Person without receiving any Consideration (from any person) will result in a Nominal Supply by 

that Taxable Person (25). However, this is subject to three exceptions. One of the exception cases is items 

provided as an ancillary part of another supply for consideration.

A supply can involve multiple different goods or services being provided by the Supplier to the Customer. 

In many cases, each good or service has an individual value, and these are added together to calculate 

the total value of the supply and the total Consideration payable.

However, there may also be situations where multiple elements (multiple goods, multiple services, or 

any combinations of goods and services) are sold for a single price.

In some cases, a good or service will be described as “free” as promotional language, but this may not 

represent the commercial reality. For example, when the goods or services may, in fact, be provided 

together with and as an ancillary part of another single supply which is the main intention of the 

Customer. For example: a “free delivery” forms an ancillary part of the sale of an expensive item of 

furniture. In this case, the free good or service is not an independent supply for no Consideration. As 

such, the supplier does not make a Nominal Supply.

If the facts indicate that there is not a separate supply of delivery services. Instead, the Supplier makes 

a single supply of delivered goods to customer. Therefore, Supplier s Tax Invoice should not refer 

separately to a delivery service.

Example 5: A website sells natural honey for SAR200 per package, and wooden spoons for honey 

for SAR50 per spoon. The site offered a promotion as follows:

“When you buy any honey package, you get a free wooden spoon” when a customer buys from the 

site and takes advantage of the offer in the promotional campaign for SAR200 (honey and wooden 

spoon), the site will report VAT of SAR30 for the value of SAR200 only. The sale of a wooden spoon 

is not considered a nominal supply, as it is linked to another supply that achieves a consideration.

25 - Article 8, Nominal Supplies, Unified VAT Agreement
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Example 6: A website sells natural honey for SAR200 per package. The site offered a promotion via a 

social media influencer as follows:

“Join us in our raffle, and the winner will receive a free package”. When a customer won and receive the 

product, the site must report VAT of SAR30 on every free package as there is no consideration for this 

supply in reference to article (15) of the Implementing Regulations.

Return Goods

If the goods are returned to the Supplier and the supply is cancelled, the Supplier should adjust the 

Output Tax charged and issue a credit note, under the same procedures outlined in the guideline on 

Invoicing and Records.

If imported goods are subsequently returned to the supplier, this does not affect the original taxable 

event occurring on import. ZATCA will not refund import VAT paid on goods which are subsequently 

returned. 

The cost of bearing import VAT for returned goods falls on the importer of the goods – end customer. 

Any refund of import VAT paid on returned goods must be established as a commercial matter between 

the non-Resident supplier and the customer. Taking into account the difference applicable in cases 

where a taxable person imports goods for the purposes of his taxable economic activity, where he may 

deduct input tax in his tax return in accordance with the deduction rules. Re-exports of goods imported 

for economic activity are considered as export of goods and are subject to zero-rate when the conditions 

are met (26).

26 - Article 32, Exports of Goods from the Kingdom, Implementing Regulations
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Shipping Providers

The import of goods will generally be made on behalf of the seller (consignor) or the recipient (consignee). 

The shipping agent will often pay the import VAT to Customs on behalf of the importer and seek a 

reimbursement (together with customs duties or other incidental fees incurred) from the importer.

If the importer is registered for VAT, he will include the details of the imports and VAT paid on such 

imports in the VAT return. This will allow the importer to deduct the VAT paid upon import as Input VAT 

(if the relevant criteria for deduction are met – discussed further Input Tax Deduction guideline). Note 

that shipping companies are not entitled to deduct the tax paid on shipments imported by them as input 

tax because they are not considered imported for the purpose of their economic activity.

If the seller of the goods is a non-Resident who is not able to act as an importer, the shipping agent may 

act as an importer and pay the VAT on import to Customs – to be collected from the seller or from the 

customer upon delivery. This is a commercial matter agreed in the terms and conditions for the sale of 

goods between seller and customer, and in the terms agreed by the shipping providers. 

Import VAT paid by an import representative will be an additional cost (without the ability for deduction), 

unless the import is made on behalf of a VAT-registered person and the TIN of that person is provided at 

the time of import.

4.3. Supply of Services

Electronic Services are part of a broader defined term for VAT purposes, being “wired and wireless 

telecommunication services and electronic services”. Telecommunications services and Electronic 

Services are closely related, being services that involve the transmission of information to a recipient or 

recipients. The Implementing Regulations provide the following non-exhaustive list of services that fall 

within the definition of this term (27):

A. Any service relating to the transmission, emission or reception of signals, writing, images and 

sounds or information of any nature by wire, radio, optical or other electromagnetic systems.

B. The transfer or assignment of the right to use capacity for such transmission, emission or 

reception.

C. The provision of access to global information networks.

D. The provision of audio and audio-visual content for listening or viewing by the general public 

on the basis of a program schedule by a person that has editorial responsibility.

27- Article 24, Wired and wireless telecommunications and electronic services, Implementing Regulations
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E. Live streaming via the internet.

F. Supplies of images or text provided electronically, such as photos, screensavers, electronic 

books and other digitised documents or files.

G. Supplies of music, films and games, and of programs on demand.

H. Online magazines.

I. Website Supply or web hosting services.

J. Distance maintenance of programs and equipment.

K. Supplies of software and software updates.

L. Advertising space on a website and any rights associated with such advertising

The list of included services mentioned above is a non-exhaustive list. This allows for new and similar 

services to fall within the definition, particularly those services which arise quickly due to the pace of 

technological development.
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4.3.1 Place of Supply

Special rules apply to determine the place of supply of Electronic Services. Primarily, VAT applies in the 

country in which the services are actually used or benefited from (28). 

From a practical perspective, determining where Electronic Services are used is difficult. However, the 

VAT Law and the Implementing Regulations forest forth rules for determining the place of actual use of 

or benefit from the services - Article 24, Wired and wireless telecommunications and electronic services, 

Implementing Regulations.

In some cases, an individual customer must be physically present in a specific location in order to receive 

the service. This is the case for services which are accessible at a specific physical location. Where the 

customer consumes and benefits from the services at that location, such location is the place of actual 

use or benefit.

In other cases, a customer will not be required to be in a certain location to use Electronic Services. Due 

to the portability of electronic devices, Electronic Services are accessible from multiple locations. For 

purposes of determining the place of supply of such services, the customer’s usual 

place of residence is deemed the place of actual use. Accordingly, the place of usual residence is the 

place of supply of the services.

VAT is chargeable at 15% on all supplies of Electronic Services which take place in the KSA under the 

place of supply rules.

A service which is not regarded as electronic in itself but is requested, booked or coordinated through 

electronic means (for example, the booking of a hotel or transport online all services for the facilitation 

of transport by mobile apps), is subject to place of supply rules based on the place where the underlying 

service is provided.

For supplies of electronic services, there is no distinction between the place of supply applying to 

supplies to Taxable Persons (“B2B” supplies) and the place of supply applying to non-Taxable Persons 

(“B2C” supplies).

28 - Article 20, Supply of Wired and Wireless Telecommunications Services and Electronic Services, Unified VAT Agreement
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29 - Article 25(2), Tax Rate, Unified VAT Agreement

4.3.2 Services provided to non-GCC residents

The supply of services by a KSA supplier to a Customer who does not reside in the GCC Territory and who benefits 

from the service outside the GCC Territory, is in principle subject to KSA VAT at the zero-rate.

      

In order to apply the zero-rate, the supplier must ensure it can meet each of the criteria set out in the Implementing 

Regulations.

4.3.3 Application of VAT on Electronic Services

A Resident supplier of Electronic Services must, in all cases, charge VAT to the customer and include this in the 

tax invoice issued to the customer.

If the sale price is agreed to be  (29)  VAT exclusive, VAT at a rate of 15% should be added to the agreed price.

Where a non-Resident supplier supplies Electronic Services, the mechanism for charging VAT will depend on 

whether or not the customer is a VAT registered person in the KSA, as follows:

• For a supply where the customer is a natural person, or a body not registered in KSA for VAT purposes, or an 

entity not required to register for VAT, the non-Resident supplier must register for VAT and charge VAT on 

the tax invoice in the same way as a Resident supplier.

• If a supply is made to a VAT-registered customer, the customer must self-account for VAT using the Reverse 

Charge Mechanism. If the non-Resident supplier is not able to assess VAT on the sales, the supplier should 

not show any VAT on its invoice.
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Special Cases – Sharing Economy

Land Transportation services and ride sourcing applications The common premise of a ride hailing service is 

that the Passenger uses the Platform Provider’s mobile application to enter details such as their desired pickup 

location, drop-off destination and type of vehicle, before confirming the pickup.

The Platform Provider (usually through predefined algorithms) locates a suitable authorized Driver and allows 

the Driver to accept the Passenger’s desired journey. Once accepted, the Driver carries out the transportation 

service by picking up the Passenger and transporting them to their desired location. Pricing of the transportation 

service is determined by the Platform Provider, taking into account the pick-up and destination locations. 

During times of high demand, the Platform Provider may notify the Passenger before acceptance of the ride 

that surge pricing may apply, in which the fares are increased from their normal rates. At the end of the journey, 

the Passenger is able to pay for the transportation service through the Platform Provider’s payments 

processing platform (for example when payment is made through credit card) or directly with the driver 

(e.g. in cases where the passenger pays using cash).

The business will arrange for an individual driver to carry out that trip in cases where:

• an individual traveler or company holds an account with a business offering taxi or similar land 

transportation services (including a business operating a mobile ride sourcing application);

• requests for transport are made through the business; and

• payment is collected by the business

The business acts as Principal in performing the transportation service. Individual drivers provide their 

services to the business.

Summary of VAT treatment of various scenarios related to supplies of electronic services

Residency 
of Supplier

KSA

KSA

KSA

KSA

KSA

Outside KSA

Outside KSA

Outside KSA

Outside KSA Outside KSA

Registered

No-registered

VAT @15% - RCM

VAT @15%

by Supplier

N/A

N/A

N/A

VAT @15%
by Supplier

No VAT

No VAT

Place of Use or benefit Registration for 
Customer

KSA VAT
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Example 7: Rami holds an account with Company “A” for transportation, which is licensed to offer 

transportation in the KSA. Rami wishes to travel from central Riyadh to King Khaled International 

Airport and obtains a quoted fare of SAR84 (including VAT) from “A” Company through their mobile 

application. Rami will authorize payment once the trip is completed.

“A” Company finds a driver with a vehicle to perform the trip and agrees to pass on the fare less a 

commission of 35%. In this case, “A” Company has received the request for transport and has the 

obligation to the customer for fulfilling it as it is the party contracting with the customer. Then, “A” 

Company provides the transportation service through independent drivers (who are providing the 

service to “A” Company). Therefore, “A” Company acts as Principal. The driver acts as a subcontractor, 

performing the transportation service for “A” Company for a fee of SAR 63 (65% of the amount collected 

from the Customer).

In all cases, “A” Company must charge VAT at 15%, calculated on the full value of the supply made to 

Rami. If the driver is registered for VAT, they must report VAT as part of the total consideration for the 

trip and arrange for a tax invoice to be issued to “A” Company.

Food Delivery Applications
Food delivery is a courier service in which stores, restaurants, or third-party applications delivers food to 

consumers on demand. Orders can be executed through mobile apps, websites or via telephone.
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Business Model Examples

 
A.Platform to Consumer Model: in this model, third-party apps are listing available restaurants close to the 

customer’s proximity, normally through a website or a mobile app.

Consumers can then order from these partner restaurants and have the food delivered either by the 

restaurant or a driver of the platform.

Normally, the platform takes a 20% to 30% cut from the order value, on top of any potential delivery costs 

that may arise.

B.Delivery Service Aggregators: the platform works acts as an intermediate between a customer and 

numerous local restaurants. Furthermore, they provide customer support on behalf of these restaurants in 

case there are problems with deliveries or the order itself.

 

C.Full-Stack Model: the food delivery business does everything in-house. This includes building the app, 

hiring drivers, and cooking the food.

Customers cannot dine in these facilities as the primary purpose is to prepare food that is delivered.

B.Restaurant to Consumer Model: the restaurant which already has premises start to offer food deliveries 

via its website, app or join a delivery platform.

The VAT treatment of food delivery services in KSA will depend on the relationship between the supplier, 

the app (delivery business) and the end customer.

Food Delivery Applications are providing two types of services:

1. Connection services with restaurants: The application is not considered principal in this process due 

to the fact that the name of the restaurant is visible to the end consumer. The restaurant is free to 

change menus and prices, accordingly, the application does not have to disclose the transferred 

products from the restaurant to the end consumer as his own purchases.

2. Connection services with restaurants: the application will be considered as a Principal in this 

transaction, ands must disclose the whole delivery value as a revenue in its VAT return, in case 

principal’s indicators applied.
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When the product is purchased and resold at a profit margin on the product, the full amount is 

considered subject to VAT as that the product has become from the application’s stock, its ownership 

has been transferred and the risks are assumed, and the input tax is entitled to be deducted as input tax 

if deductions provisions are fulfilled.

 

Example 8: An application coordinates between the restaurant and the end customer to transfer 

products at an amount of SAR100 for SAR10 for delivery and without a profit margin on the products. 

The application discloses the delivery amount only, and the product amount is not disclosed.

Example 9: An application coordinates between a store and the end customer to purchase products at 

an amount of SAR100 and re-sell to the customer after adding the profit margin of SAR10 in addition 

to SAR10 for delivery, the final value is SAR120. The application discloses the full amount as product’s 

ownership transferred to the application and a profit margin has been added.

Travel Agency
Travel agents may commercially act in different capacities. For example, a travel agent can act: 

1. as Principal, purchasing the rights to travel, accommodation and related goods and services and 

making an onwards supply of these to the traveler; or

2. as Agent, creating a directly enforceable contract between the traveler and Supplier and charging a 

separate commission for its services.

The application of VAT will depend on the individual circumstances and in which capacity the travel 

agent acts.

A charge made by a transport Supplier, or a travel agent acting as Principal, for international passenger 

transport is zero-rated.

A separate fee charged by a travel agent as commission for zero-rated international travel is a distinct 

service to the transportation provided by the transport Supplier. The commission cannot be zero-rated.

Telecommunication Providers: direct carrier billing
Telecommunication providers may also act as Agent for the supply of Electronic Services. They 

may also facilitate payment through prepaid phone credit. In this manner, the telecommunication 

provider must determine if it acts in its own name as Agent or principal to apply the appropriate VAT 

treatment. Nevertheless, the collection of payment on behalf of a supplier does not in itself result in the 

telecommunication provider acting in its own name.
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In practice, a Customer may make a single payment to one Taxable Person which is in respect of different 

supplies made by more than one Supplier. A particular example relevant to the telecommunications 

industry is direct carrier billing.

Direct carrier billing is a payment method that allows users to make purchases of digital products from 

third party vendors by charging payments to their mobile phone bill. The mobile telecommunications 

provider (the ‘carrier’) acts as Agent in collecting payment for the third-party vendor – for example 

Application store.

Under direct carrier billing arrangements, the third-party vendors generally make a payment to the 

carrier for the provision of payment processing services or payment collection services. The value of 

the services the carrier provides to the third-party vendor is often the difference between the payment 

collected from the Customer and the payment passed on to the third-party vendor.

An example is when a KSA telecommunications provider allows customers to pay for mobile applications 

using credit cards. It sells a particular app for specific value inclusive of VAT. A non-Resident third party 

provides the app content, but the customers do not interact or agree terms and conditions with the third 

party providers: the telecommunications provider collects payments and passes these to the third party 

provider under its own terms and conditions (deduction of the commission from the VAT exclusive price 

collected). 

In this case, the telecommunications provider acts in its own name as principal, and is considered the 

supplier for VAT purposes. The telecommunications provider is responsible for reporting VAT on the sale 

of the app to the customer in its VAT return.

Data Centre Services
Data centers are repositories that hold computer facilities such as servers, routers, and firewalls that are 

used for the remote storage, processing, or distribution of large amounts of data. Data centers can be 

shared data centers that are maintained by one business and made available to third parties.

Generally, services provided by a business from a data center, such as provision of bandwidth, server 

capacity, connectivity, network access and similar services will fall within the scope of electronic services. 

Where this is the case, the place of supply will be based on the rules outlined above.

A data center may provide colocation services where Customers have their hardware equipment installed in 
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the data center, and where secure power, bandwidth, IP address, cooling, backup, etc. is available for 

Customers to successfully deploy this equipment. Often strict rules apply to security and physical access 

to the data center as part of the service (it is possible that the Customer has no right to physical access 

of the data center). A specific area within a data center may be assigned to the Customer, but this is 

not always the case: the customer may simply receive a bundle of rights (which may include an agreed 

amount of space).

The provision of co-location services allows a bundle of services and rights to the customer. The VAT 

treatment of the co-location services will therefore depend on the exact circumstances and what is 

provided in each case.

On the basis that a customer does not obtain access or other rights relating to a specific location, or 

the use of secure power or other components for an unrelated use, ZATCA considers that a fee for co-

location services will generally be a single supply of electronic services.

However, where the predominant element of the service is the provision of the right to use a specific 

area of the data center (for example where an office is leased within the data center to the Customer) - 

then this is a supply of a real estate related service. Almost all services relating to real estate in the KSA 

will be subject to VAT, regardless of the country in which the supplier or recipient resides.

If a co-location fee contains elements which can be individually used or consumed in the KSA for a separate 

purpose than the overall deployment of equipment and network access, then the VAT consequences of 

those elements should be analyzed as a distinct supply.



31

5.1. What is a “qualifying” Voucher?
Vouchers are physical or electronic documents, which entitle Customers to redeem them as consideration 

for goods or services from a supplier or group of suppliers. A Voucher is not a form of currency but can be 

exchanged and used as non-monetary Consideration (and often shows an equivalent monetary Value). A 

Voucher generally only has commercial Value due to the supplier’s undertaking to allow its redemption as  

consideration for Goods and Services.

5.2.Face Value Vouchers
Vouchers will often show or store an equivalent monetary amount, allowing use of that amount as 

consideration for a supply or multiple supplies. Vouchers with a monetary amount are defined as “Face 

Value Vouchers”. 

Gift vouchers, phone cards and electronic top-up cards are examples of face value Vouchers.

5.3. Issue of a Voucher
Where a person issues a new Voucher, whether for consideration or for no consideration, this is not 

considered to be a supply for VAT purposes (30). A Voucher can be issued by the supplier who will redeem 

it (for example, a Voucher issued by a telecommunications company allowing redemption of the Voucher in 

any of its retail stores or online), or by a third party (for example, an application store online).

Where an existing electronic Voucher is able to contain a stored monetary Value, the issue of additional 

Value (also known as the “top up”) of that electronic Voucher is also seen as the issue of a Voucher for VAT 

purposes. An example may be adding credit to mobile phone top-up or prepaid card.

As a measure to prevent abuse of the special Voucher rules, a supply of services arises in any case where 

the consideration payable for the issuing of a Face Value Voucher exceeds its face Value. This scenario is not 

expected to occur in usual commercial practice.

This scenario is not expected to occur in usual commercial practice.

5. Vouchers

30 - Article 19(1), Issue or Supply of a Voucher, Implementing Regulations
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5.4. Supply of a Voucher

The supply of an existing Voucher is not considered to be a supply for VAT purposes unless the 

consideration payable for a Face Value Voucher exceeds its face value (31). If the consideration payable 

exceeds the face Value, this is a supply of services to the extent the consideration exceeds the face 

Value.

5.5. Redemption of a Voucher for goods or services

When Vouchers are redeemed for a supply of goods and services, VAT is charged at the appropriate 

rate on the goods and services provided, with the Voucher forming non-monetary consideration for that 

supply.

If the Voucher is a Face Value Voucher, the value of the non-monetary consideration will be valued at the 

amount of face Value used. If the Voucher is not a Face Value Voucher, its Value will be based on the Fair 

Market Value of goods and services provided.

 
5.6.Treatment of “non-qualifying” Vouchers

Other commercial documents which are described as “Vouchers”, but do not meet the definition of a 

Voucher for VAT purposes are called “non-qualifying” Vouchers. A non-qualifying Voucher is treated 

under standard VAT rules. VAT should be accounted for on the Consideration paid or payable (if any) on 

the issue or supply of a non-qualifying Voucher as a supply of services. At redemption, the supplier must 

account for VAT based on the total of any Consideration paid for the supply of goods and services.

Example 10: A website that buys game charge cards that contain a balance equivalent to $24.99 (which 

equivalent to SAR93) for SAR 85, and then it sold it on the site for SAR 93.

This process is outside the tax scope and should not be disclosed in the tax return, and does not affect 

the mandatory registration threshold.

31 - Article 19(2), Issue or Supply of a Voucher, Implementing Regulations



33

6.1. General Provisions
A VAT registered person may deduct Input VAT charged on goods and services it purchases or receives in the 

course of carrying on its Economic Activity. Input VAT may be deducted on:

• VAT charged by a VAT-registered Supplier in the KSA;

• VAT self-accounted by the VAT-registered person under the Reverse Charge Mechanism; or

• Import VAT paid to Saudi Customs on imports of goods into the Kingdom.

6.2. Input VAT incurred by Agents

An Agent acting in his own name in receiving supplies of goods or services on behalf of a Principal is treated 

as if he had received those goods or services for himself (34) . Therefore, an Agent acting in his own name 

is entitled to deduct input tax on such supplies, provided he holds a Tax Invoice issued in his name and the 

other criteria for deduction are met.

An Agent acting in the name of his Principal is not entitled to deduct input tax on supplies received in the 

name of the Principal.

For imports of goods, VAT paid to Saudi Customs is only deductible by the person acting as Importer, where 

the Importer uses those goods as part of his own taxable activity.

As a general rule, input VAT, which is related to the taxpayer’s VAT exempted activities, is not deductible as 

input VAT.

In addition, input VAT may not be deducted on any costs incurred that do not relate to the Economic Activity 

of the taxable person (including some blocked expenditure types such as entertainment, sporting or cultural 

services, catering service, and restricted motor vehicles) (32) or on any costs which relate to making exempt 

supplies. 

 

This input VAT is a credit entered on the VAT return which is offset against the VAT charged on supplies 

(output VAT) made during that period.

 

Input VAT may only be deducted where the Taxable Person holds a tax invoice, or customs documents 

showing the amount of tax due, or any other document showing the amount of input tax paid or due, subject 

to the approval of the Authority (33).

6. Input VAT Deduction

32 - A detailed list of the blocked expenditures is listed under Article 50 of the Implementing Regulations
33 - Article 49(7), Input Tax Deduction, Implementing Regulations
34 - Article 9, VAT Law
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6.3. Input Tax Deduction Requirements

For Taxable Persons to deduct input tax incurred in the KSA, there are a number of requirements to be followed:

1. The VAT incurred by the Taxable Person Body must relate to a taxable activity:

If the VAT relates directly to the Taxable Person’s Non-Economic Activity then the VAT cannot be reclaimed.  
 
2. VAT must be correctly charged: only VAT which is correctly charged on a supply of goods or services in 

the KSA, by a VAT-registered supplier, is considered to be Input Tax for the Taxable Person as the recipient 

of that supply.  VAT which is not correctly charged to a Taxable Person is not eligible for an Input Tax 

deduction. An amount which is not KSA VAT, but a corresponding VAT charged in another country, is also 

not eligible for Input Tax Deduction in the KSA.

 
3. Verifying TIN and tax invoice: The Unified VAT Agreement requires that a Person must hold documents as 

a condition of Input Tax deduction. A Taxable Person should hold a valid Tax Invoice in order to deduct KSA 

VAT charged by suppliers as Input Tax (35). The Taxable Person should also verify the TIN number of the 

supplier using the VAT Lookup function made available by ZATCA, to ensure that a VAT-registered supplier 

has charged the VAT. 

 
In case the VAT supply is self-accounted through the Reverse Charge Mechanism by the Taxable Person, a valid 

Tax Invoice will in most cases not be issued by the supplier. In order to be eligible for the deduction of Input Tax 

on such a supply, the Taxable Person should have commercial documents available to evidence the nature of 

the supply and the consideration payable on the supply, in addition to the corresponding calculation of tax due 

on the supply.

35 - Article 53(5), Tax Invoices, Implementing Regulations
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6.4. Eligibility to Deduct Input Tax

As mentioned above, the right of the Taxable Person to deduct is based on the goods and services being purchased 

for the purpose of carrying on its Economic Activity in the course of making Taxable Supplies. Conversely, VAT 

incurred on purchases made outside of a Taxable Person’s Economic Activities, or Input Tax which is related to 

VAT exempted activities is not deductible as Input Tax.

6.4.1. Apportionment between Taxable and Non-Taxable Activities

VAT incurred which relates to a Taxable Person’s VAT exempt activities, is not deductible as Input VAT. A Taxable 

Person as a supplier making both taxable and exempt supplies can only deduct the Input VAT related to the 

taxable supplies. 

The Input VAT available to Taxable Persons who make both exempt and taxable supplies must be determined 

based on:

• Input VAT exclusively and directly related to the taxable supplies shall be deductible in full;

• Input VAT exclusively and directly related to the exempt sales shall not be deductible;

• Other input VAT that cannot be directly attributed shall be subject to partial deduction based on 

apportionment (36).

The overhead costs/expenses incurred by the Taxable Person for making both taxable and exempted supplies 

must be apportioned to most accurately reflect the use of those costs in the taxable portion of the Taxable 

Person’s activities.

A prescribed default method for proportional deduction using the value of taxable supplies made during the 

year is as follows:

The value of Taxable Supplies made by the Taxable Person in the last calendar year.

The total value of Taxable Supplies and Exempt Supplies made by the Taxable Person during the last 

calendar year.

Details regarding the methods and using an alternative method are covered in the Input Tax Deduction guideline.

36 - Article 51, Proportional deduction of Input Tax, Implementing Regulations
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7.1. Filing VAT Returns

Each VAT registered person in KSA, or the person authorized to act on his behalf, must file a VAT return with ZATCA 

for each monthly or quarterly tax period. 

The VAT return is considered the taxable person’s self-assessment of tax due for that period. Monthly VAT periods 

are mandatory for taxpayers with an annual turnover exceeding SAR 40 million. For all other VAT registered persons, 

the standard tax period is three months. The VAT return must be filed, and the corresponding payment of net tax 

due made, no later than the last day of the month following the end of the tax period to which the VAT return relates.

7.2 Keeping Records
All taxpayers registered for VAT in KSA - are required by law to keep appropriate VAT records relating to their 

calculation of VAT for audit purposes. This includes any documents used to determine the VAT payable on a 

transaction and in a VAT return (37).

This will generally include:
• Tax invoices issued and received;

• Books and accounting documents; 

• Contracts or agreements for large sales and purchases; 

• Bank statements and other financial records;

• Import, export and shipment documents; and

• Other records relating to the calculation of VAT.

Records may be kept in physical copy or electronically where the conditions specified in Regulations are met to do 

so, but in all cases, records must be made available to ZATCA on request. All records must be kept for at least the 

standard retention period of 6 years.

The minimum period.

for the keeping of records is extended to 11 years in connection with invoices and records relating to movable capital 

assets, and 15 years in relation to invoices and records relating to immovable capital assets.

Further information on the requirements for keeping records can be found in the VAT Invoices & Records guideline.

7. Tax Compliance Obligations

37 - Article 59, Retention Period for Tax Invoices, Records and Accounting Documents, Unified VAT Agreement and Article 66, Records, 
Implementing Regulations



External Document

This guide has been prepared for educational and awareness purposes only, its content may be 

modified at any time. It is not considered in any way binding to ZATCA and is not considered in any 

way a legal consultation. It cannot be relied upon as a legal reference in and of itself, It is always 

necessary to refer to the applicable regulations in this regard. Every person subject to zakat, tax 

and customs laws must check his duties and obligations, he is solely responsible for compliance 

with these regulations. ZATCA shall not be responsible in any way for any damage or loss The 

taxpayer is exposed to that results from non-compliance with the applicable regulations.


