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About this document

The intent of this document is to enhance awareness about the UAE VAT. The
document covers various sections that covers the Need, Structure, Applicability,

Impact and Benefits associated with the law.

There shall be modification in this document following to the changes may occur

in the due course of time.

The document is designed for the business owners, management and the users
for self learning and training users across the organization
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Introduction
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GCC – Facts
•

Established May 25,1981

•

Exports of US$ 861 billion for 2014

•

Members: Bahrain, Kuwait, Oman, Qatar, United

•

Imports of US$ 476 billion for 2014

Arab Emirates, Saudi Arabia – (Jordan under

•

Exporter of natural resources – 50% of world’s Oil & Gas

consideration).

•

Important hub for trade between Asia and Europe

•

Customs union allowing free trade between
members

•

Importance:
– Market of 42 million people (and growing)
– Gross Domestic Product of $1.6 trillion in 2014
– Despite the drop in the oil prices, estimated GDP
growth rate of 3% for 2016.
– GCC has largest proven oil and gas reserves
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Need of VAT (Value Added Tax)
How a Business should look at VAT?
• Demographic pressures of an education hungry and aging population.

•

• Economic diversification to non-oil sectors due to unstable revenues from
hydrocarbons declining in value and demand.
• Measures to increase non-oil revenue, such as divestment, the levy of taxes
and fees and the removal of subsidies from some sectors.

•

GCC is looking to generate a higher proportion of revenue internally in order to
maintain current levels of economic growth.

Jan 01
2018

UAE has agreed & will introduce VAT from 1 January 2018.

•

•

Any business will be able to recover VAT on
purchases of goods and services, to the
extent that those purchases are used for
business purposes, and subject to certain
conditions
Input tax can be fully recovered if it relates
to a taxable supply made (5% or zero-rated
supply)
Input tax may not be recoverable if it relates
to a non-taxable supply made (exempt
supply) or if it is incurred for private
purposes
In the event an expense relates to both
taxable and non-taxable supplies made by a
business, it will be expected to apportion
input tax between the taxable and
nontaxable supplies
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VAT Journey
Finalization and issuance of VAT Executive Regulations;
Go-live date

1.4%

1.6%

1.4%

0.8%

1.5%

1.6%

Commencement of VAT
registrations
Issuance of Federal Law in UAE
relation to Value Added Taxation
system
Issuance of Federal Law in UAE
concerning Tax Procedures, which
sets the foundations for the planned
UAE tax system, regulating the
administration and collection of taxes
and defining the role of the Federal
Tax Authority;
Release of VAT Framework
Agreement by GCC aimed at
introducing a region-wide value
added tax system in 2018;
Issuance of Federal Law in UAE for
establishment of the Federal Tax
Authority;

How the VAT will
benefit GCC?
GCC VAT revenues
expected to range
between 0.8% and
1.6% of GDP†

Bahrain

VAT Concept
• Consumption tax on value
added to the goods &
services
• Designed to tax only value
addition on each stage
• Borne by final consumers

Pros of VAT
• Relatively simple to comply
and easier to enforce
• Helps checking tax Loopholes
• Broad based
• Better integration into global
trade practices /
transparency

Cons of VAT
• Increased cost of businesses
• Burden on final consumers
• Taxed uniformly across – not
higher tax for higher income
earners

† IMF Estimates
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Overview of UAE VALUE ADDED TAX (VAT)
Scope of Tax
Tax shall be imposed on every Taxable Supply,
Deemed Supply made by the Taxable Person and
on Import of Concerned Goods

Taxable Person:
Taxable person means Any Person registered or obligated to register
for Tax purposes

Valuation of Supply
Decree provides for valuation of following supplies:

Goods and Services

• Supply against monetary consideration;

• Goods to mean physical property that
can be supplied including real estate,
water, and all forms of energy

• Supply against Non-monetary consideration;

• Services defined to mean any supplies
other than goods;

• Valuation in case of Related parties and deemed
supplies

• Valuation of Import of goods and services;

Supply of Goods

Supply of Services

• Transfer of ownership of the Goods or the
right to use them to another Person according
to what is specified in the Executive
Regulation of UAE Decree-Law

A supply of Services shall be every supply that is not
considered a supply of Goods, including any provision of
Services specified in the Executive Regulation of UAE
Decree-Law.

• Contract between two parties entailing the
transfer of Goods at a later time, pursuant to
the conditions specified in the Executive
Regulation of UAE Decree-Law

Registrations, Rate and Tax Groupings:
Proposed Mandatory threshold for registration is – AED 375,000 and Voluntary threshold is
– AED 187,500 .The rate of tax is 5%. In relation to registration, Tax group means two or
more Persons registered with the Authority as a single taxable person for Tax purposes

Slide 8

VAT Terminology
Taxable Supply

Deemed Supply

A supply of Goods or
Services for a
Consideration by a
person conducting
business in the State,
and does not include
Exempt Supply

Anything considered
as a supply and
treated as a Taxable
Supply according to
the instances
stipulated in Decree –
Law.

Place of Supply

Concerned
Goods
Goods that have been
imported, and would
not be exempt if
supplied in the State.

Goods

Goods & Service Concept

Physical property that
can be supplied
including real estate,
water and all forms of
energy as specified in
the Decree – Law.

Services appear to include ‘nonphysical’ property along with ‘anything’
else that can be supplied. Services
must be understood not merely as a
verb but a noun that is capable of
encompassing all transactions that
escape the definition of goods.

Indicates the place the goods are received or the services being rendered

Place of Residence

Place of Establishment

The place where a
person has a Place of
Establishment or Fixed
Establishment

The place where a Business is legally
established in a country pursuant to
the decision of its establishment, or in
which significant management
decisions are taken and central
management functions are
conducted.

Fixed Establishment
Any fixed place of business, other than the Place
of Establishment, in which the person conducts
his business regularly or permanently and where
sufficient human and technology resources exist
to enable the Person to supply or acquire Goods
or Services, including the Person’s branches

Services

Goods
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VAT Terminology Cont.
Supply of Goods

Supply in Special Cases

• Transfer of ownership of the
Goods or the right to use them to
another person according to what
is specified in the Decree – Law.
• Entry into a contract between two
parties entailing the transfer of
Goods at a later time, pursuant to
the conditions specified in the
Decree – Law.

Following hall not be considered a
supply:
• The sale or issuance of any
Voucher unless the received
consideration exceeds its
advertised monetary value
• The transfer of whole or an
independent part of a Business
from a person to a taxable person
for the purposes of continuing the
Business that was transferred.

Supply of Services
• A supply of services shall be every
supply that is not considered a
supply of Goods

Supply of more than 1
components
A supply made of more than one
component for one price, whether
such components are Goods or
Services or both

Supply of more than 1
components
A Government Entity is regarded as
making a supply in the course of
business in the following cases:
• If its activities are conducted in
a non-sovereign capacity.
• If its activities are in
competition with the private
sector.

Supply via Agent
• The Supply of Goods and Services
through an agent acting in the
name of and on behalf of a
principal is considered to be a
supply by the principal and for his
benefit.
• The Supply of Goods and Services
through an agent acting in his
name is considered to be a direct
supply by the agent and for his
benefit.
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Understanding VAT

Components

Farmer

Factory

Retail Store

Sales
Purchases
Net Value addition
5% VAT charged on sales
VAT recovered on purchases
Net VAT Payable
Total Cost to Consumer

AED 1000
AED 0
AED 1000
AED 50
AED0
AED50

AED 3000
AED 1000
AED 2000
AED150
AED 50
AED 100

AED 5000
AED 3000
AED 2000
AED 250
AED 150
AED 100

End Consumer
AED 5000
AED0
AED0
AED0
AED250
AED 5250

Illustration
The Farmer sales the cotton which
is plucked and sold to factory and
charges 5% VAT (AED 50) on the
sales price as Output VAT. As the
farmer hasn’t incurred any input
tax on his purchases, he has a net
VAT payable to the tax authority
of AED 50 [AED 50 (Output VAT) –
AED 0 (input VAT)] = AED 50
(payable).

The factory has incurred input tax
of AED 50 on its purchase from
the farmer, and charges 5% (AED
150) on his selling price as output
tax to the retail shop. The factory
therefore has a net VAT payable
of AED 100 [AED 150 (output tax)
–AED 50 (input tax)] payable to
the tax authorities].

The retail shop has incurred input
tax of AED 150 on his purchase
from the factory, and charges 5%
(AED 250) on his selling price as
output tax to the final consumer.
The retail shop therefore has net
VAT payable of AED 100 [(AED
250 (output VAT) – AED 150
(input VAT)] payable to the tax
authorities.

The end consumer bears
the full burden of the tax
paid to the tax authorities
i.e. AED 250.
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Requirements
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Who Needs to Register under VAT?

Must Register

May Choose to Register

Voluntary
Registration

Businesses that make taxable
supplies and imports are less
than the mandatory registration
threshold, but exceed the
voluntary registration threshold

A person may register
voluntarily if their
expenses exceed the
voluntary registration
threshold (e.g. start-up
businesses with no
turnover).

Businesses that make
taxable supplies or
imports that exceed
the threshold
of AED375,000

of AED187,500.

The Government is intending to open VAT registrations from the third quarter of 2017 on a voluntary
basis and from the final quarter of 2017 on a compulsory basis for those that choose not to register
earlier.

Exempt supplies and
supplies outside the scope of
VAT are not used in
calculating the VAT
registration thresholds.

No threshold applies to nonresident businesses but if
they make taxable supplies
within the UAE, they will be
required to register for VAT.

Businesses that satisfy certain conditions (such
as being resident in the UAE, being
related/associated parties and at least one
business being VAT registered) will be able to
register as a VAT group.

Any other UAE resident business is
responsible for accounting for VAT on that
supply (e.g. self-assess VAT under the reverse
charge mechanism), the VAT registration shall
not be required.

Slide 13

Rates under VAT
The GCC framework has agreed on three
VAT rates that may be levied by the
member states with some degree of
discretion. The first two are taxable
supplies, while the third is a tax-exempt
supply

Supplies

Taxable

Exempted

Standard @
5%

Zero Rated

No VAT

1.Every supply of goods and service will be taxable at standard
rate of 5% unless specifically declared as ‘Zero rated‘ Or
‘exempted’.
2.A standard rate is levied almost across all sectors and has
been fixed at 5%. All invoices will be required to show the
tax value separately and the final bill value is the sum of the
total plus the tax.
3.Businesses that quote a VAT inclusive price will be required to
show the VAT charged separately in their invoices, rounded to
the second decimal. All invoices must also show the VAT
registration number to enable the buyer to claim VAT credit.

1.A zero rate means that the tax is computed at a zero rate.
The invoice will be required to show the tax column, but with
a zero rate and zero value.
2.Any purchase made where a tax has been paid and
subsequently the item is sold, then the tax credit of
purchases is available to claim.
3.Input claim eligibility is based on a simple principal that,
if raw material for producing bread was purchased paying a
tax, and no tax was charged while selling bread, then the
business can claim back the VAT paid. In above case, item has
been purchased after paying a tax at 0 %.

1.The tax-exempt supplies are not charged any VAT.
There is no need to issue any Tax Invoice while making
supplies of exempted items.
2.The key difference between ‘Zero Rated’ and
‘Exempted’ is that if a business is making zero rated
supplies the it is required to register and still file VAT
returns with Federal Tax authority, BUT will not pay
any tax. Whereas in case of exempted services –
business is not required to register or file any VAT
return.
3.As an example, consider a taxi service (local passenger
transport) that is tax exempt and will not collect any
VAT from passengers. As it will not collect any tax it
will not be able to get credit for the tax they have paid
for purchase of motor vehicles.
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Rates under VAT Cont.
Zero Rated
Exports from
UAE to
OUTSIDE GCC

International transports for
Passengers, Goods & Services related
to transport which

STARTS or ENDS or PASS

Exempted
Supply of
Aircrafts or
Vessels
designated for
Rescue &
Assistance by
Air or Sea

Regular
Commercial
Air Transport

through UAE

Supply of
Crude Oil
& Natural
Gas

Supply or
Import of
investment
Precious metal

Residential
First Supply
(Sale/Lease)
within 3 Years
of completion

Building
First Supply
(Sale/Lease),
to be used for
Charity

Financial Services

Supply of buildings through sale/lease beyond
the conditions specified under Zero Rated

Building
First Supply
(Sale/Lease)
Converted from
Commercial to
Residential

Supply of Bare Land
Supplies to Schools
& Institute owned or
funded by Federal/Local
Government

Healthcare
Supplies to preventive & basic
healthcare services, and related
supplies

Local Passenger
Transport
(Taxi, Metro)
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Designated Zones
?

Free zones in the UAE have been an

extraordinary success. The concept has
encouraged a substantial migration of
commercial skills into the country and
complimented the exploitation of the region's
natural resources. It has also brought a balance

Articles 50 to 52 of
the freshly released
decree that is the
UAE VAT Law covers
free zones under
Designated Zones.

to the economy that has supported the
development of the broader onshore economy.

?

?

?
?

Whether the Free Zone will fall within Designated Zone
category as per Executive Regulations
VAT classification and treatment of goods and services
obtained inside the free zone, brought from outside the
free zone and from overseas.
VAT Treatment of entities operating in Free Zones (fenced)
and free zones (unfenced) and whether this will be
different
VAT treatment of supplies from one free zone to another
Free Zone
Organizational and structural changes required if any, to
optimize competitiveness.

No Tax
Goods held in these
designated zones and the
transfer between them

Custom Duty
• All imports within a GCC country, including imports from a Free Zone
into the mainland, are subject to a customs duty at a flat rate of 5%.

Excise Tax
• Levy is on the total value of the cost, insurance and freight. Tobacco
and alcohol are subject to a higher customs duty.

Tax Applicable
If goods leave the
designated zone and enter
free circulation in the UAE

• Import of goods into Free Zones, are exempt from Customs duty as
these Zones as these are deemed to be outside the UAE

• Designated Zones for excise
tax purposes are
warehouses, zones or areas
in which the levy of Excise
Tax may be suspended.

Designated Zones will be
treated as being outside of the
UAE for VAT purposes. The UAE
VAT Law states that goods may
be transferred from one
Designated Zone to another
without any VAT becoming
payable.
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Reverse Charge Mechanism
A mechanism under which the recipient of goods or
services is required to pay VAT instead of the supplier,
when the supplier is not a taxable person in the
member state where the supply has been made.

Supply from
Unregistered
Supplier

When goods are imported to UAE from UK, the importer of goods will
pay VAT under reverse charge mechanism, if the same goods were
taxable in UAE and importer would account for Input VAT and at the
same time for output VAT as if he was making the supply, under UAE
VAT Law, to himself.
The Company
declares AED 500
as input tax and
AED 500 as output
tax. This is
REVERSE Charging

Recipient to pay
VAT and can obtain
credit

Transaction between UAE and another Implementing
State
• When goods are imported to UAE from UK and
then further exported to KSA (implementing state),
then normal provision of reverse charge will apply.
• UAE being the importer will pay the importing VAT
under reverse charge but to the exception of clause
1 of article 48 of UAE VAT Law, it will not be eligible
to claim as an input credit on the same.

UAE

Legal Advise
AED 10,000 +5% VAT

The law firm
declares AED AS
Tax Collected

UAE

Legal Advise
AED 10,000

UK firm is not
registered in UAE
and files no return

UK

The Company
declares AED 500
as input tax paid
to the law from
which is
recoverable
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Supply Concepts
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Place of Supply: Goods
•
Domestic Supplies

•
•
•

Place of Supply shall be UAE;
Subject to the applicable VAT rate in the UAE – standard or
zero-rated
No movement of goods outside the UAE

Place of Supply UAE

Dubai

•

Exports to a place
in Implementing
States

Dubai
(UAE)

•
•
•

Input VAT
recoverable

Implementing States means the GCC States that are
implementing a Tax law pursuant to an issued legislation;
Export means goods departing UAE or the provision of
Services to a Person whose Place of Establishment or Fixed
Establishment is outside UAE
Place of Supply shall be outside UAE;
As place of supply is outside UAE, the transaction shall be
treated as “out of scope” for VAT purpose;

Place of Supply Outside UAE

UAE VAT not applicable

Dubai
(UAE)

Place of
Supply - UAE
UAE VAT applicable at
zero rate

B2B Import of Goods
into UAE from
outside
implementing states

•
•
•

KSA

Goods delivered /
collected

Input VAT
recoverable

UK

UAE VAT is applicable on import of goods;
The import transaction shall be treated as supply to oneself
and VAT shall be payable under reverse charge mechanism
Place of Supply shall be UAE;

Place of
Supply - UAE

Goods delivered /
collected

Input VAT
recoverable

•
•
•

Goods delivered /
collected

Abu
Dhabi
UAE VAT
applicable

Exports to a place
outside the
Implementing
States

Implementing States means the GCC States that are
implementing a Tax law pursuant to an issued legislation (i.e.
KSA);
Export means goods departing UAE or the provision of
Services to a Person whose Place of Establishment or Fixed
Establishment is outside UAE
Place of Supply shall be UAE;
Treated as exports of goods;

Goods delivered /
collected

UK

UAE
UAE VAT applicable

Input VAT
recoverable
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Place of Supply: Goods Cont.
B2B Import of
Goods into UAE
from outside
implementing states
and subsequently
intention is to
transfer goods to
implementing states

•
•
•

UAE VAT is applicable on import of goods;
The import transaction shall be treated as supply to
oneself and VAT shall be payable under reverse charge
mechanism
Place of Supply shall be UAE;

UAE VAT
applicable
UK

Goods delivered
UAE

Input VAT not
recoverable

B2B Import of Goods
into UAE from
outside
implementing states
with an intention of
using it for business
purpose but
subsequently goods
are transferred to
implementing states

•
•

UAE VAT is applicable on import of goods;
The import transaction shall be treated as supply to oneself
and VAT shall be payable under reverse charge mechanism
Place of Supply shall be UAE;
Subsequent transfer to another implementing state shall be
treated as “Deemed Supply” and VAT shall be leviable on
such deemed supply

UAE VAT
applicable
KSA

UAE VAT not
applicable – outside
scope

•
•

Goods movement
UAE

UK
Input VAT
recovered

KSA

UAE VAT applicable
– “Deemed
Supply”
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Place of Supply: Services
•
•

Basic Rule

Abu
Dhabi

Dubai
(UAE)

Where the supplier has their place of residence;
Place of supply shall be UAE, if supplier of services has
their place of residence in UAE

Place of Supply UAE

Services Provided

UAE VAT
applicable

Input VAT
recoverable
Services Provided

UAE VAT applicable at zero
rate

Input VAT
recoverable

•
•
•

•

Implementing States means the GCC States that are
implementing a Tax law pursuant to an issued legislation;
The place of supply shall be the Place of Residence of the
Recipient of Services.

Place of Supply –
Outside UAE
Dubai
(UAE)
UK

The place of supply shall be UAE;
The recipient of services in UAE shall pay VAT under
reverse charge mechanism (RCM);
The recipient of services shall recover VAT paid on its
import of services

KSA

UAE VAT not applicable –
“Out of Scope”

Place of supply of
services relating to the
installation of goods

•

Dubai
(UAE)

UK
Services Provided

Services Provided

The place of supply shall be the Place where services are
performed

Place of Supply – UAE

Place of Supply – UAE

UAE VAT applicable – RCM

•

Dubai

Place of Supply UAE

Place of supply of
services supplied by a
person that is not
resident in the UAE to
a business that is
resident in the UAE

Place of supply of
services supplied to
recipients who are VAT
registered in another
implementing State

Dubai
(UAE)

Installation of goods taking place at
site in Abu Dabhi

Abu
Dhab
i

UAE VAT is applicable
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Place of Supply: Services Cont.
Place of supply of real
estate services

Dubai
(UAE)

•

The place of supply shall be the Place where the real estate
is located

UAE VAT is applicable Real Estate property is located in Abu
Dhabi

Abu
Dhabi

Place of supply of a
means of transport to
a person not
registered for VAT in
UAE and not
registered in
implementing state

Dubai
(UAE)

Place of Supply – UAE

Place of supply of real
estate services

•

Dubai
(UAE)

Real Estate property is located
in UK
UK

Place of Supply – UAE

•

Implementing States means the GCC States that are
implementing a Tax law pursuant to an issued legislation;
The place of supply shall be the Place where is where the
goods are put at the disposal of the recipient

UAE VAT is
applicable

Means of transport is supplied in Abu
Dhabi

Place of Supply – UAE

The place of supply shall be the Place where the real estate
is located

UAE VAT is applicable at 0%

•

Place of supply of
telecommunications
and electronic services

Dubai
(UAE)

•

Abu
Dhab
i

The place of supply shall be the Place where the services
are actually used and enjoyed by the recipient

UAE VAT is
applicable

Place of Supply – UAE

The aforementioned services are
used in Abu Dhabi

Abu
Dhab
i

Slide 22

Place of Supply: Services Cont.
Place of supply of a
means of transport to
a person not registered
for VAT in UAE and not
registered in
implementing state

Dubai
(UAE)

•
•

Implementing States means the GCC States that are
implementing a Tax law pursuant to an issued legislation;
The place of supply shall be the Place where is where the
goods are put at the disposal of the recipient

UAE VAT is
applicable

Means of transport is supplied in Abu
Dhabi

Dubai
(UAE)

•

•

The place of supply shall be the Place where the where
transportation starts

Place of Supply – UAETransportation services begin in Dubai
Abu
Dhabi

Place of Supply – UAE

Place of supply of
telecommunications
and electronic services

Place of supply of
transport services

Dubai
(UAE)
UAE VAT is applicable

Abu
Dhab
i

The place of supply shall be the Place where the services
are actually used and enjoyed by the recipient

UAE VAT is
applicable

The aforementioned services are
used in Abu Dhabi

Abu
Dhabi

Place of Supply – UAE
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Effects & Applicability
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VAT Impact on Business Framework
Suppliers
•
•
•

•
•
•

Changes in vendor master, customer master;
Creation of VAT receivables ledgers, VAT
payable ledgers, VAT adjustment accounts;
Changes in periodic MIS

Impact of VAT on inward supplies cash
flows;
Impact on tax credits attributable to
exempted supplies;
Reverse charge mechanism compliances

•
•
•

•
•
•
•

Supplier’s communication on VAT awareness;
Registration and compliances;
Account reconciliations;
Preference for VAT registered vendors

•

Reporting
Technology

Customers

VAT
IMPACT

•

Legal
Implications

Purchase

Impact of VAT on pricing;
Impact of VAT on discount and incentive structure;
Interaction with key dealers and customers;

Strategic
decisions

Sales

25

•
•

Customer’s communication on VAT
awareness;
Registration and compliances;
Account reconciliations

•
•
•
•

•
•

Impact of VAT on long term contracts
and commitments;
Impact of VAT on short term contracts;
Impact of VAT on transitional activities

Impact of VAT on business restructuring plans;
Impact of VAT on direction of supply chains;
Interaction with tax authorities;
Strategic tax positions and opinions there on.
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Scenarios: Purchase of Goods & Services
Local Purchases - Goods

Import Purchases - Goods &
Services

Purchase Return

Purchase of Services

Local

Import

Quality issues - Not returned to
import vendors

Local

To be determined by Vendor.

Should be treated as UAE

NA

UAE

To be determined by Vendor

Earlier of date on which:
a. Advance paid to supplier
b. Date on which goods are imported
under the customs legislation
c. Tax Invoice received

NA

Earlier of date on which:
Advance paid to supplier
b. Date on which services are completed
c. Tax Invoice received

Scenarios
Place of Supply

Date of Supply

Taxable Value

VAT Rate
Documentation
VAT Payable
Input VAT recoverable
Records

Valuation as per customs legislation
Valuation as per customs legislation
As agreed and shown in the Original Tax
including Insurance, Freight, Customs fees including Insurance, Freight, Customs fees
Invoice received from the supplier
and Excise Tax paid (if any)*
and Excise Tax paid (if any)*

As shown in the Original Tax Invoice
received from the supplier

5%

5%

5% VAT needs to be discharged under
RCM

5%

Original Tax Invoice received from the
supplier

As may be prescribed by the Regulations

As may be prescribed by the Regulations

Original Tax Invoice received from the
supplier

Yes

Yes

Yes

Yes

Yes, only if purchases made for Business
purpose

Yes (subject to conditions given in the
Regulations)

Purchase Register*

Purchase Register**

Yes, only if purchases made for Business
purpose
Purchase Register*

Purchase Register*

Slide 26

Scenarios: Sales of Goods & Services
Local Sales - Goods

Export Sales
Goods & Services

Export Sales
Goods & Services

Export Sales
Goods & Services

Sale of Goods

Local

Implementing State i.e
KSA

GCC Countries
excluding KSA

Outside
GCC Countries

received as Sample
(Both Cash or Credit
Sale)

Place of Supply

UAE

Outside the UAE

Date of Supply

Earlier of date on which:
- Tax Invoice Issued
- Date on which goods are
transferred to the Customer
under the supervision of
supplier or the date on which
recipient took possession when
transfer was not under the
supervision of supplier (as the
case may be)
- Advance received from
customer

Taxable Value

As per Original Tax
As per Original Tax Invoice* (to
As per Original Tax Invoice* As per Original Tax Invoice*
Invoice* (to be issued
be issued within 14 days of Date
(to be issued within 14 days (to be issued within 14 days
within 14 days of Date of
of Supply)
of Date of Supply)
of Date of Supply)
Supply)

Scenarios

VAT Rate

Documentation
Output VAT
Payable
Input VAT
recoverable
Records

5%
Original Tax Invoice given to
customer

NA

NA

UAE

0%

0%

Not Applicable

Not Applicable

Yes, VAT paid on goods
exported to KSA is
recoverable

Sales Register**

Yes but at 0%

Yes but at 0%

Yes, VAT paid on goods
Yes, VAT paid on goods
exported to GCC countries
exported to GCC countries
other than KSA is
other than KSA is recoverable
recoverable

Sales Register**

Sales Register**

Goods or Services for Other than Business
purpose (Private / Personal use)

If the value Goods supplied as If the value Goods supplied as
Goods or services purchased
Goods or services
Free sample from the Business Free sample from the Business
(at the time of purchase it is
withdrawn/ used
Stock to each recipient within Stock to each recipient within a
known that these Goods and
(including FOC supplies
a 12 month period EXCEEDS
12 month period DOES NOT
services are purchased for
to employees) purpose
the limit
EXCEED the limit
Other than Business purpose)
UAE

UAE

Earlier of date on which:
- Tax Invoice Issued
- Date on which goods are transferred to the Customer under the supervision of Date on which such goods are Date on which such goods are
supplier or the date on which recipient took possession when transfer was not
issued as free sample
issued as free sample
under the supervision of supplier (as the case may be)
- Advance received from customer

UAE

NA

Date on which such
goods are supplied for
other than Business
Purpose

NA

Agreed
Consideration

Total cost incurred by MH
Group to make such this
Deemed Supply (Cost price of
such Free samples)

-

Total cost incurred by
MH Group to make such
this Deemed Supply

NA

5%

5%

0%

5%

NA

Tax Invoices (to be
issued on receipt of
Original Tax Invoice given Original Tax Invoice given to Original Tax Invoice given to
cash or within 14
to customer
customer
customer
days of Date of
Supply)

Yes

Sales Register**

Should be treated as UAE Should be treated as UAE

Goods supplied as Free Samples/ Business
Promotions / Commercial Gifts

Self – Invoice

Self – Invoice
Internal memo should be issued
(Regulations will provide
for such supplies and kept on
the details for such
record
Invoice)

Invoice received with
purchases of such goods /
services

Yes

Yes

NA

Yes

NA

NA

Yes, Input VAT is recoverable.

Yes, Input VAT is recoverable.

No Impact on Input VAT
Recoverable

No

Sales Register**

Stock register, Self Tax
Invoices, Detailed record of
goods supplied as Free
Samples

Stock register, Self Tax
Stock register, Internal memo, Invoices, Detailed record
Detailed record of goods
of goods / services
supplied as Free Samples
supplied for Other than
Business purpose

Maintain records of such
purchases with all details
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Sales Return Shortages in Stock
Sales Return (Both Cash and Credit Sales)

Shortages In Stock And Subsequently Written
Off – Stock Adjustment Account

-

Any shortages in goods due to damages,
expiry of goods, write-off of obsolete goods,
spoilages, stock adjustments etc

-

UAE

Scenarios

Place of Supply

Date of Supply

-

Taxable Value

-

VAT Rate

-

Documentation
Value of Tax Credit Note
Output VAT Payable
Input VAT recoverable adjustment

Records

Original Tax Credit Note (in format specified by
Regulations);
Tax credit note must have reference to original tax
invoice
Value of goods returned by the customer
Yes, reduce the Output VAT payable to the extent of
VAT on returned goods

Date on which such goods are written-off on
account of damages, expiry of goods, write-off
of obsolete goods, spoilages, stock adjustments
etc.
Total cost incurred by MH Enterprise to make
such Deemed Supply (Cost price of similar
goods)

5%
Self – Invoice (Regulations will provide the
details for such Invoice)
Yes, being deemed supplies

NA

Yes, Input VAT would have been recovered when
such goods were procured

Sales Return Register*

Stock register, Self Tax Invoices, Detailed record
of value goods written-off as shortages
Stock register, Self Tax Invoices, Detailed record
of value goods written-off as shortages
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VAT Impact on Expenses: Advances to expense creditors and Deposits
Advances to vendors

❖Input VAT will be recoverable on the basis of advance invoice received from the vendors ;
❖It is advisable to recommend such vendors to issue advance invoice as per the provision of UAE VAT law so that VAT can be
recovered on timely basis and working capital can be optimized

Deposits – Non
Refundable

❖Input VAT will be recoverable on the basis of invoice received from creditors;
❖It is advisable to recommend such deposit holders to issue advance invoice as per the provision of UAE VAT law so that
VAT can be recovered on timely basis and working capital can be optimized

Deposits –
Refundable

❖No VAT impact as the transactions of receipt and payment of refundable deposits is outside the ambit of “Supply”

Post Dated Cheques
on Rents

❖Expenses for which there is a long term contract in place (for e.g. rent expenses, lease expenses etc.) and post dated
Cheques are issued, needs to be analyzed from VAT transition provisions perspective. It is advisable that vendor's are
informed on VAT implications of such expenses and proper compliances (such as receipt of proper invoices) are
undertaken. From company's perspective, the company would be able to avail VAT paid on expenses as Input tax
recoveries on the basis of proper VAT Invoices
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Designated Zones (DZ)
Inward Supplies
UAE Mainland

DZ

DZ

Outside UAE

Outside UAE

Goods
&
Services

Goods

Services

Goods

Services

Outward Supplies
DZ

DZ

DZ

5%,
recoverable
as input tax

No VAT

5%,
recoverable
as input tax

DZ

VAT not
Accounted
RCM

DZ

VAT
Accounted
RCM

Recipient to
Account for
VAT
5%
recoverable
as input
5%,
recoverable
as input tax
VAT not
Accounted
RCM

UAE

Goods

DZ

UAE

Services

DZ

UAE
Consumer

Goods

DZ Registered

UAE
Consumer

Services

DZ Unregistered

Deemed,
No VAT

DZ

Goods

DZ

5%,
recoverable
as input

DZ

Services

DZ

5%

DZ Consumer

Services

DZ

Deemed,
No VAT

Outside UAE

Goods &
Services

DZ
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Capital Assets
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Capital Asset Scheme
•

•

•

As per the provisions of VAT law, If a Capital Asset is supplied or imported by a Taxable Person, the taxable
person shall assess the period of use of such asset and make the necessary adjustments to the Input Tax paid
pursuant to the Capital Assets Scheme;

Please Note : The slides and
information in relation to capital
assets scheme is prepared as

The objective of Capital Assets Scheme is to reflect the use of the asset for taxable or exempt purposes over
its useful life. Intended use of the asset may change over time and VAT recovery based on intended first use
may not fairly reflect its use over time.
As per the provisions of UAE VAT Law, records relating to capital assets scheme needs to be maintained for

10 years.

per knowledge available in
public domain and VAT
briefings. Clarifications are
awaited and Executive
regulations shall specify the

•

Capital Assets Scheme is applicable on “Qualifying Assets”. Qualifying assets means the assets whose cost /
value is greater than 5,000,000 AED on which VAT was payable and whose useful life is as follows:
•
•

•

rules and methodologies in
relation thereto.

building or a part thereof: useful life > 120 months
other than building or parts thereof (e.g. computer): useful life > 60 months

Capital Assets Scheme adjustments is applied as follows:
•
•

building or a part of a building – 10 years
Assets other than a building – 5 years
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Capital Asset Scheme: Adjustment Calculation
•

Recover input tax incurred on the purchase of the asset based on the expected taxable
use of the asset e.g. 100% taxable use, therefore recover all input tax incurred in full

•

(Taxable use shall be understood as the assets are being used for official business
purpose and simultaneously used for making taxable supplies)

•

Adjust input tax recovery for that year based on that year’s taxable(official) use e.g. total
input tax incurred / 10 years = input tax for year 2 x difference between initial recovery
percentage and actual taxable use

YEAR 1

YEAR 2 to YEAR 10

Total input tax on capital item

Adjustment period

X

(Original taxable use % Less actual taxable use %)

=

Please Note : The slides
and information in
relation to capital assets
scheme is prepared as
per knowledge available
in public domain and VAT
briefings. Clarifications
are awaited and
Executive regulations
shall specify the rules
and methodologies in
relation thereto.

Additional VAT recoverable
from FTA /additional VAT
payable to FTA
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Capital Asset Scheme: Adjustment Calculation (Illustration)
•
•
•
•

Year 1 : Acquisition of Qualifying Capital Asset : AED 5,000,000
VAT Recovered : AED 250,000
Adjustment period : 10 years
Adjustment Starting Period : Year 1

Taxable use shall be understood as the assets are being used for
official business purpose and simultaneously used for making
taxable supplies

Year

Year 1

Year 2

Year 3

Year 4

Year 5

Year 6

Year 7

Year 8

Year 9

Year 10

Use

100%
Taxable

100%
Taxable

100%
Taxable

50%
Taxable

50%
Taxable

50%
Taxable

50%
Taxable

50%
Taxable

50%
Taxable

50%
Taxable

Input
recovered

AED 250,000

No
Adjustment

No
Adjustment

AED 12,500
payable

AED 12,500
payable

AED 12,500
payable

AED 12,500
payable

AED 12,500
payable

AED 12,500
payable

AED 12,500
payable

Adjustment
s pursuant
to scheme

No
Adjustment

Total input tax on capital item

Adjustment period

X

(Original taxable use % Less actual taxable use %)

=

Additional VAT recoverable
from FTA /additional VAT
payable to FTA

Please Note : The slides and information in relation to capital assets scheme is prepared as per knowledge available in public domain and VAT briefings.
Clarifications are awaited and Executive regulations shall specify the rules and methodologies in relation thereto.
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Capital Asset Scheme: Clarification Awaited
Clarifications are awaited on various aspects of capital assets scheme, few of many aspects as stated such as:
1. Definition of “Qualifying Assets” ?
2. Definition of value of “Qualifying Assets” ?
3. Will capital assets scheme be applicable to acquired assets only ?
4. Will capital assets scheme be applicable to self constructed capital assets ?

5. Methodologies for determining useful life of capital asset ?
6. Sale / Disposal of capital asset and its impact on capital asset schemes ?
7. Destruction of capital asset and its impact on capital asset schemes ?
8. Impact of capital assets scheme on revaluation of assets in case of self constructed assets ?
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Compliance
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Compliance under VAT
Duration of Tax Period

1. Tax Period applicable to a
Taxable Person shall be a
period of three calendar
months ending on the date
that the Authority determines
2. Authority may assig exception
for a shorter or longer tax
period basis:
1. Reduce the risk of Tax
Evasion
2. improve the monitoring of
compliance or collection of
Tax revenues
3. Reduce the administrative
or compliance burden

Tax Returns

Record Keeping

1. Filing to be done online through FTA portal.
2. Return to be filed every Quarter, not later than the 28th day
following the end of the Tax Period
1. The name, address and the TRN of the Registrant;
2. The Tax Period to which the Tax Return relates.
3. The date of submission.
4. The value of Taxable Supplies made by the Person in the Tax
Period and the Output Tax charged.
5. The value of Taxable Supplies subject to the zero rate made
by the Person in the Tax Period.
6. The value of Exempt Supplies made by the Person in the Tax
Period.
7. The value of any supplies
8. The value of expenses incurred in respect of which the
Person seeks to recover Input Tax and the amount of
Recoverable Tax.
9. The total value of Due Tax and Recoverable Tax for the Tax
Period.
10.The Payable Tax for the Tax Period.

Records to be maintained for a
specific time, physically or
electronically and should be
accurate, complete and readable
1. Copies of all issued invoices
2. Originals of all received
invoices
3. Debit or Credit notes
4. Import and Export records
5. VAT General Ledger Account
6. Records of any goods given for
free or allocated for private
use
7. Records of all zero-rated or
VAT exempt supplies and
purchases
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Got Questions?
Gaurav.shukla@outcomes.com
+91-9873007076
www.outcomes.com
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Lets Assess!!!
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