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In brief

The Kingdom of Saudi Arabia (KSA) National Budget 2017 sees a progressively lower budget deficit
with the aim of achieving breakeven by 2020. The government has considered taxes as one of the
sources for additional revenue with the introduction of certain new/revised levies on expatriates and,
most notably, the Value Added Tax (VAT). Whilst these reforms will result in additional revenue for
the government, it may increase the cost of doing business in KSA.
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for expatriate employees not
exceeding the number Saudi
employees, the fee will no
longer be waived but will be
levied at a discounted rate.

In addition, a new fee on
dependents of expatriate
employees will be levied. This
fee will be applicable from July
2017. The fee will be SAR 100
per dependent per month and
will increase gradually every
year until 2020.

The potential plans to levy
income tax and or remittance
tax on expatriate employees
has been placed on hold for
now.

Please refer to the following

table which summarises the
levies per expatriate.
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The Saudi National Budget
2017 revealed that KSA signed
the GCC (member states
comprising Bahrain, KSA,
Kuwait, Oman, Qatar and
UAE) unified framework
agreement for VAT in
December 2016. The Saudi
National Budget 2017 also
confirmed the implementation
of VAT in KSA from January
2018.

The current indication is that
most goods and services will be
subject to VAT at 5%. Certain
goods and services may be
either zero rated or exempt
from VAT. More details on
applicability of VAT will be
available once the GCC
framework and KSA VAT law is
published.

products and energy drinks
will be imposed from April
2017. This will result in these
specific products becoming
costlier and potentially
achieving the objective of
reduced consumption.

The takeaway

Businesses will need to factor
into their business planning,
budgeting and HR policies the
new expatriate levy.

The introduction of VAT is a
clear milestone in the country’s
tax system.

Although the unified
framework agreement has not
been published nor is there
current visibility of the KSA
draft VAT law, the Budget

WWW.pwc.com/me



confirms the anticipated
introduction of VAT in KSA and an
expected implementation in January
2018.

Let’s talk

Given the tight timeframe this
implies that businesses should be
commencing their VAT
implementation readiness plans.

For a deeper discussion of how this issue might affect your business, please contact:
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refraining to act, in reliance on the information contained in this publication or for any decision based on it.



