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Lurrent VAT status In UAE

VAT Executive Regulations FTA portal open for
finalised on 26 November VAT registration

2017 applications

UAE VAT
Decree-Law finalised
on 23 August 2017

UAE Federal Tax
Authority (FTA)

established in
January 2017

Still Required:

— Cabinet Decision on Designated Zones
— Cabinet Decision on Government Entities

— Cabinet Decision on Pharmacy

GCC initiative
— Modelled on the EU VAT regime

— GCC framework agreement is the basis for
national VAT laws across the GCC

— Optional VAT treatment for education, health,
government sector, real estate, financial _ Areas of clarification

services, etc.

VAT is to be implemented in the UAE on 1 January 2018
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SUPaly

Supply
of goods
or
services
Rate of Place of
VAT Supply

Date of Value of

supply supply
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Essentials for
taxability

Essentials for
guantification
& payment of
tax:

— Types of supply
— Place of supply

— Value of supply
— Rate of tax

— Date of supply i.e.
point of tax



|axapie or noty

Taxable Exempt

Everything which is not zero-rated, exempt or out of — Export of goods and services — Residential properties following the first supply
SCOpE. — International transport and related supplies — Bare land with no civil engineering
— Air, Sea and Land means of transport and — Margin based financial services

associated services — Local passenger transport

— Supply of precious metals __ Life insurance

— First supply of residential properties within 3 years
of completion

— Qualifying education services
— Preventive and basic healthcare services

Out-of-Scope

— Supplies which are: — Transfer of business as a going concern
— Not made in UAE — Supplies by certain Government entities (yet to be determined)
— Not made in the course or furtherance of a business
— Made by a person who is not registered for VAT

KPMG 7
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Lan yourecover?

Standard-rated supply
VAT rate at 5%

Input tax credit
available?

Zero-rated supply
VAT rate at 0%

Exempt supply under the VAT law

Outside the scope of VAT

Non-taxable Not a supply or disregarded supply Depends
supply

Cannot charge VAT on a non-taxable supply
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Jeemed supply = considered as axanie supply

Supply of goods and
services without
consideration

Goods used or partially
used for non business
purpose

Goods and services Supply of business assets
owned on the date of tax to / from another

de-registration iImplementing
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Jeemed supply Exceptions (Executive Reguiation Article o)

Input tax not
recovered on supply Such supply is
of said goods / exempted
services supplied

Input tax adjusted
pursuant to Capital
Goods Scheme

Samples and Total Output tax
commercial gifts less payable on all deemed
than AED 500 per supplies is less than
recipient within 12 AED 2,000 per person

month period for 12 month period

J

m © 2017 KPMG Lower Gulf Limited and KPMG LLP, operating in the UAE and member firms of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss entity. 10
All rights reserved.
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SUDPIY OF SBrVIceS

Every supply which is not
considered as a supply of goods

Executive Regulation Article 3

Grant, assignment,
cessation or
surrender of a right

Making available a
facility or
advantage

Agreeing not to
participate in an
activity

Transfer of
licensing rights

Transfer of
indivisible share in
a good

Agreeing to
perform any
activity
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[Ime of supply

Determines when liability to pay VAT arises

og |
Date of Supply of goods [=> Date of Supply of services

Earliest of following:
— Completion of service

Earliest of following:

— Transfer of goods

- Transfer of goods under supplier’s supervision — Receipt of payment

- Possession of goods by recipient — lIssuance of invoice
- Date of completion of assembly or installation

Import of goods

Acceptance of supply by buyer or 12 months post transfer of
goods / possession by buyer — if supplied on returnable basis

Receipt of payment
Issuance of tax invoice

Tax invoice must be issued within 14 days from date of supply (Decree Article 67)

Document Classification: KPMG Confidential



Vale Of supply

& Consideration received

Monetary excluding tax
Consideration

Consideration means all that

Is received for supply of
goods / services

g Monetary value + market value of non
Partly monetary monetary consideration excluding tax

consideration

Decree Law prescribes the valuation methodology for the following supplies

Discounts Voucher

(A39) (A40)

© 2017 KPMG Lower Gulf Limited and KPMG LLP, operating in the UAE and member firms of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss entity.
All rights reserved.
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Vale Of supply

Import

Customs value
including value of
insurance, freight, any
customs duty and
excise tax

** Related

<> party

Market value — where
input tax credit in
respect to supply is not
fully recoverable by the
recipient

¥ Discounts

Goods & Services used

for non business Reduction in

purpose other than consideration and VAT
taxable supplies —total 5 ;;owed where

cost incurred

Difference between
consideration received
— customer has by supplier and
benefitted advertised monetary
value of voucher

— supplier funded the
discount

14
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PIace of supply - oBIVICeS

Services not covered in

specified categories (i.e.
Default Rule) — place of

residence of supplier

Services supplied to
registered recipient having
place of residence in
iImplementing state — place
of residence of recipient of
service

Supplier does not have
place of residence in UAE,
however recipient is
registered and has place of
residence in UAE - place
of supply is UAE

ver Gulf Limited and KPMG LLP, operating in the UAE and member firms of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss entity
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FXCeplions [0 Piace of supply of Services rules

!

Related to Real Estate Place where real estate is located

Related to goods, such as installation of goods Place where such services are performed

supplied by others

Performance based services such as:

- Restaurant, Catering, Hotel Place where such services are performed

- Events such as cultural, Artistic, Sporting,
Educational or any similar

Place where such services are actually used
Telecommunication and Electronic Services and enjoyed regardless of place of contract or
payment

m © 2017 KPMG Lower Gulf Limited and KPMG LLP, operating in the UAE and member firms of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity.
All rights reserved.
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RECOVETY Of INput 1ax

Recovery of input tax shall be allowed where goods and services are used or intended to
be used for the following:

an &% @® m

Taxable Supplies made Exempt services  First supply of VAT paid in
supplies outside the state  rendered outside  residential Implementing state
which would the state building on goods acquired /
Paivaeblbeei?rr]na de (recipient is imported and later
within the state outside the state on brought into
at the time of UAE
performance)

Consideration to be paid or intention to pay within 6

Must be in possession of valid tax invoice months from agreed date of payment

m © 2017 KPMG Lower Gulf Limited and KPMG LLP, operating in the UAE and member firms of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss entity 18
All rights reserved.
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NON - REcoveranie Input [ ax
IS\

t

Motor vehicle —
purchased or leased for
business and available

for private use

Business
Entertainment

g Entertainment

— Hospitality of any kind including accommodation,
food and drinks which are not provided in normal
course of meeting, access to shows or events or
trips provided for pleasure or entertainment

— Exception for catering and accommodation service
when provided by transportation service operator

purchased for personal

il

Import of goods in UAE
where intended final
destination of goods is in
another Implementing
State

Goods / services

use

Motor vehicle

— Road vehicle for conveyance of max. 10 people
including driver — excludes truck, forklift, hoist
or similar vehicle

— Exception to motor vehicle being available for
private use in case of licensed taxi, emergency
vehicle, vehicle rental business

m © 2017 KPMG Lower Gulf Limited and KPMG LLP, operating in the UAE and member firms of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss entity

All rights reserved.
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VAT Recoveranity

— Possession of valid tax invoice (containing relevant details)

— Maintain books of accounts

— VAT reporting requirements

— Typically Monthly / quarterly filing - VAT returns
— Minimum 5 years — VAT records maintained

— Penalties have been defined

Quarterly / monthly returns due
by 28t of the following month

An annual return may also

be required to settle any

variances throughout the
year

Document Classification: KPMG Confidential
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REVEI'SE Lharge Mechanisim

A mechanism to self account for VAT —
Provides cash flow benefit and avoids distortion of
competition

Shifts the place of supply and responsibility to account
for VAT from the seller to the buyer

Reverse charge on imported goods / services is Should not be a cost to a business that makes taxable

required (e.g. importation from third parties etc.) (5% or 0%) supplies as VAT is reported and recovered
where UAE business is registered for VAT on same VAT return

Can result in a cost for a business making exempt supplies

repe 2
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Jesignated Zones
(Decree Law chianter b and Execuive Reguations Aicke 1)

% Designated Zone is a specific fenced geographic
area with the following:

Designated Zones — any area — Security measures
specified by Cabinet Decision — Customs control

(Definition Article 1) — Monitor entry and exit and movement of goods

Designated Zone internal Operator of Designated Zones to

procedures required regarding )
method of keeping, storing and ;(-?-Tmy with procedures set by

processing goods

© 2017 KPMG Lower Gulf Limited and KPMG LLP, operating in the UAE and member firms of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss entity

All rights reserved.
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Jesignated Zone implcations on Supplies of goods
|:> Standard rated

GCC/
= Out of scape

GCC/

Goods consumed and services provided in a designated zone

are subject to VAT

m © 2017 KPMG Lower Gulf Limited and KPMG LLP, operating in the UAE and member firms of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. 24
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[ax INVOICE TRQUIEMENS pecree Law Aricke 85 and Executive Requiaions Artie 59

To be a valid full tax invoice, the following details are required:

The words, “tax Invoice”

Name, address and Tax Registration Number (TRN) of the supplier

Name, address and TRN of the recipient if registrant

A sequential Tax Invoice number or a unique number which enables identification of the Tax invoice

Date of issue

Date of Supply, if different from the date of Tax Invoice issued

Description of goods or services supplied

For each good/service, the unit price, the quantity/volume supplied, the rate of Tax and the amount payable in AED
The amount of any discount offered

Gross amount payable in AED

Tax amount payable expressed in AED together with the exchange rate applied where the currency is converted
from AED to any other currency

Whether the tax is payable on reverse charge i.e. Tax to be accounted by the recipient of goods or recipients of
services, a statement that recipient is liable to account of tax and a reference to the relevant provisions of the law

prne 2
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SIMPITEd [ax INVOICE TQUITEMENTS begee Law e 8 and Bxecive Regualions A 59

A simplified tax invoice shall contain the following particulars:

a) The words, “tax Invoice”

b) Name, address and Tax Registration Number (TRN) of the supplier
c) Date of issue

d) Description of goods or services supplied
e) Total consideration and tax amount charged

Simplified tax invoice only applicable where:

* Recipient is not a Registrant

* Recipientis aregistrant but the value is less than
AED 10,000

m © 2017 KPMG Lower Gulf Limited and KPMG LLP, operating in the UAE and member firms of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss entity
All rights reserved.
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Adustment or fax aiter the Uate of supply

Article 61 of the Law

Instances and Conditions for Output
Tax Adjustments

1.

2.

KPMG

Supply was cancelled

Change in the nature of supply
changes the tax treatment of the

supply

. Agreed consideration was altered for

any reason

. Sales return and resultant repayment

of consideration received

. Error in the tax charged

All rights reserved.

Article 62 of the Law

Mechanism for Output Tax
Adjustment

In the cases where the output tax
calculated exceeds the output tax that
should have been charged on the
supply, the registrant shall issue a tax
credit note.

Document Classification: KPMG Confidential

Article 63 of the Law

Adjustment due to issuance of the
Tax Credit Notes

1. Areduction in the output tax for the
supplier

2. Areduction in the input tax by the
recipient of the goods or services

© 2017 KPMG Lower Gulf Limited and KPMG LLP, operating in the UAE and member firms of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity.
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12X Credit NOT8 - pecree Law At 81 and Execuiive Reauiaiions Artice 60

The Tax Credit Note shall contain the following:

a) The words “tax credit note” clearly displayed on the invoice
b) Name, address and TRN of the supplier

c) Name, address and TRN of the recipient, if registered

d) Date of issue of the tax credit note

e) Value of supply shown in the tax Invoice, the correct amount of the value of the supply, the difference between
those two amounts (i.e. the amount of tax credit note) and the tax that relates to that difference in AED

f) A brief explanation of the circumstances giving rise to the issuance of the tax credit note
g) Information sufficient to identify the supply to which the tax credit note relates

prne z
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RECONTS 10 De maintaned

Following records have to be maintained:

— Records of all supplies and Imports of Goods and
Services

— All Tax Invoices and alternative documents related
to receiving Goods or Services

— All Tax Credit Notes and alternative documents
received

— All Tax Invoices and alternative documents issued

— Records of Goods and Services that have been
disposed of or used for matters not related to
Business, showing Taxes paid for the same

— Records of Goods and Services purchased and for
which the Input Tax was not deducted

— Records of exported Goods and Services

— Records of adjustments or corrections made to
accounts or Tax Invoices

— A Tax Record that includes the following
information:

Due Tax on Taxable Supplies

2. Due Tax after the error correction or adjustment
3. Recoverable Tax for supplies or Imports
4. Recoverable Tax after the error correction or

adjustment

All documents (such as tax invoice, credit note,

returns or any other tax related document /
correspondence shall include the TRN

m © 2017 KPMG Lower Gulf Limited and KPMG LLP, operating in the UAE and member firms of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss entity 30
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FMIraes Reporting eecuive Reguatons artice 72

There is arequirement to keep records for supply
made in each Emirate based on the following rules;

— Emirates in which the Fixed Establishment related to
this supply is located (Location of the supplier)

— Exception to above if the taxable person does not have
fixed establishment in the state, it must keep records of
the transaction to prove the Emirate in which the supply
IS received.

Return format is not yet released. It is expected to be a summary level return requiring Emirate level reporting

prne o
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loDays 10 4o Ivel

“Let our advance worrying become VAT registration Customs Number
advance thinking and planning.” ~
Winston Churchill

When short on time, focus on the
“must do” rather than the “nice to

have” — Clare McColl!!!
Systems changes

Communication Compliance Transitional Rules

33
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KPMG Lower Gulf

Ankur Jain
Senior Manager | VAT
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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
endeavour 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.
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