Tax Alert: VAT at the rate of 15% to apply to the
export of marketing services
October 2020

Summary
The Saudi Arabian General Authority for Zakat And Tax (GAZT) has expressed the view that
standard VA T rate should apply to the services related to tangible goods located in KSA, including
“administrative, consultancy and promotional services, market research, public relations and
communication services”.

In Detail
On 13 October 2020, the Saudi Arabian General Authority for Zakat And Tax (GAZT) issued a tax
circular outlining its interpretation of the application of a zero VAT rate to the supply of services to
non-residents regulated under article 33 of the KSA VAT Implementing Regulations.
The Circular is not legally binding but provides an understanding of how GAZT intends to interpret
the respective legislation.
For the most part, the circular follows the approach already expressed by GAZT in its guide on
“Supplies of services to non-GCC residents” issued previously. However, there is a new statement
that we believe may have an impact on many international businesses.
When commenting on which services should be subject to the standard VAT rate (15% from 1 July
2020) on the basis of having tangible goods as their main subject, GAZT provides the following
example: “administrative, consultancy and promotional services, market research, public relations
and communication services.”

Many international businesses trade with KSA customers using the support of KSA subsidiaries or
distributors that charge fees for their support. When applying this interpretation, such services may
become subject to VAT at a rate of 15%.
We understand there are several instances where GAZT has already adopted this approach which
is being disputed. Now, with the VAT rate increase to 15% and the VAT refund non-residents still
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Our teams are available to discuss these developments and assess their impact on your business.
1

Document Classification: KPMG Public

Get in touch
Riyadh Office
Wadih Abu Nasr

Nick Soverall

Peter Bourke

Mohamed Araji

Head of Tax, KSA and Levant

Senior Director,

Senior Director,

Senior Director,

E: wabunasr@kpmg.com

Head of Indirect Tax, KSA

M&A/ Int’l Tax

FS/ Tax Reimagined

E: peterbourke@kpmg.com

E: m araji@kpmg.com

E: nsoverall@kpmg.com

Ali Sainudheen

Stefan El Khouri

Pascal Cange

Youssef Aoun

Senior Director, Tax & Zakat
Com pliance

Director, Transfer Pricing

Senior Tax Advisor, Customs
and International Trade

Director, Tax technology Lead

E: asainudheen@kpmg.com

E: selkhouri@kpmg.com

E: pcange@kpmg.com

E: yaoun@kpmg.com

Jeddah Office
Faisal Tanvir
Insights – Tax Alerts
Tax Services
KPMG Saudi Arabia

Mohamed ElSwefy

Senior Director, Family Office & Director, Tax & Zakat
Com pliance
Private Clients
E: FTanvir@kpmg.com
E: m elswefy@kpmg.com

Salam Eido

Muhammad Masood

Director, Indirect Tax

Director, Domestic Tax

E: seido@kpmg.com

E: m uhammadmasood@kpmg.com

Khobar Office
Tareq Al Sunaid

Mohammad Kamran Sial

Anil Bahl

Mohamed Gouda

Partner, Head of Domestic Tax

Senior Director, Tax & Zakat
Com pliance

Director, Indirect Tax
E:anilbahl@kpmg.com

Director, Domestic Tax
E:m ohamedgouda@kpmg.com

E: talsunaid@kpmg.com

E: ksial@kpmg.com

http s://home.kpmg.com/sa
The information contained herein is of a general nature and is not intended to address the circumstances of any particular
individual or entity. Although we endeavor to provide accurate and timely information, there can be no guarantee that
such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should
act on such information without appropriate professional advice after a thorough examination of the particular situation.
Disclaimer: Tax advisory services could be prohibited for audit clients.
© 2020 KPMG Al Fozan & Partners Certified Public Accountants, a registered company in the Kingdom of Saudi Arabia, a
member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a
private English company limited by guarantee. All rights reserved.
The KPMG name and logo are registered trademarks or trademarks of KPMG International.

2

Document Classification: KPMG Public

