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TAXP0O04

Tax Procedures Public Clarification
Redetermination of Administrative Penalties
Levied Prior to the Effective Date of Cabinet

Decision No. 49 of 2021

Please be informed that Public Clarification

TAXP004 replaces Public Clarification TAXP002.

Issue

On 28 April 2021, the Cabinet issued Decision
No. 49 of 2021 on Amending some Provisions of
Cabinet Decision No. 40 of 2017 on Administrative
Penalties for Violations of Tax Laws in the UAE
(“Cabinet Decision No. 49 of 2021”)!. Cabinet
Decision No. 49 of 2021 amended some of the
administrative penalties applicable to certain
violations and allowed for a redetermination of

some of the penalties already imposed.

On 30 December 2021, Cabinet Decision No. 49 of
2021 was amended by Cabinet Decision No. 108 of
2021 on the Amendment of Cabinet Decision No.
40 of 2017 on Administrative Penalties for
Violations of Tax Laws in the UAE (“Cabinet
Decision No. 108 of 2021”), with effect from
1 January 2022.
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Cabinet Decision No. 108 of 2021 amends the

timelines provided to benefit from the
concessionary measures provided in the form of
redetermination of administrative penalties.

This  Public Clarification provides detailed
information on the redetermination of some of the
penalties already imposed.

Details relating to the amendments to
administrative penalties in accordance with the
First Article of Cabinet Decision No. 49 of 2021
have been discussed in the Tax Procedures Public
- Amendments to the

Clarification “TAXP001

Penalties Regime”, available on the FTA’s website.

Summary

Cabinet Decision No. 49 of 2021 provides for the
ability to redetermine penalties imposed before its
effective date (i.e. before 28 June 2021) where the
penalties were imposed according to Cabinet
Decision No. 40 of 2017 and certain conditions are
met. This decision is applicable on all
administrative penalties imposed as per Cabinet
Decision No. 40 of 2017 whether in respect of tax

procedures, VAT or Excise Tax.

Cabinet Decision No. 108 of 2021 extends the
period within which a registrant can benefit from

the penalty redetermination.
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Detailed discussion

Background

The UAE introduced Excise Tax and VAT with effect
from 1 October 2017 and 1 January 2018,

respectively.

In order to offer consistency in the administration
of different taxes, a set of common tax procedures
concerning the rights and obligations of the FTA
and taxpayers has been developed and prescribed
in the Federal tax procedures legislation, including
in Federal Law No. 7 of 2017 on Tax Procedures
(“FTP Law”). These Federal tax procedures apply
to all Federal taxes under the jurisdiction of the

FTA.

Article 25 of the FTP Law? specifies a humber of
violations which are subject to administrative
penalties. This Article also directs the Cabinet to
issue a decision that specifies administrative
penalties for each of the violations listed in the
Article, on condition that each such penalty cannot
be less than AED 500 for any violation and cannot
exceed three times the amount of tax in respect of

which the penalty was levied.

The specific administrative penalties for each
violation are prescribed in the Cabinet Decision No.
40 of 2017, which was issued on 24 September
2017. These penalties have been applied to
violations since the introduction of the VAT and

Excise Taxes.
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On 28 April 2021, the Cabinet has issued the
Cabinet Decision No. 49 of 2021, which amends
some of the administrative penalties applicable on
the violations stated in Tables appended to Cabinet
Decision No. 40 of 2017. Cabinet Decision No. 49
included

of 2021 in its Third Article also

concessionary measures in respect of the
administrative penalties imposed on them prior to
the effective date of Cabinet Decision No. 49 of
2021.

Cabinet Decision No. 108 of 2021, replaces the
Third Article® of Cabinet Decision No. 49 of 2021 to
provide an extended timeframe for registrants to
benefit from this measure. This Public Clarification
discusses these measures in detail.

Penalties

Redetermination of Administrative

Imposed Prior to 28 June 2021

As a concessionary measure aimed to help
businesses, Cabinet Decision No. 49 of 2021 and
Cabinet Decision No 108 of 2021 give the FTA
ability to redetermine the amounts of unsettled
payable administrative penalties, which were
imposed on registrants on the basis of the penalty

rules listed in Cabinet Decision No. 40 of 2017.

To benefit from the redetermination, all of the

following conditions have to be met:
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Any of the administrative penalties set out in
Cabinet Decision No. 40 of 2017 have been

imposed on the person before 28 June 2021;

The person has not settled all the

administrative penalties imposed on the
Person as per Cabinet Decision No. 40 of 2017
in full before 28 June 2021.

The taxable person has undertaken any of the
following:
a. Settling the

following amounts by

31 December 2021:

— All payable tax up to 31 December
2021, regardless of whether such tax

was payable before or after 28 June

2021; and
— 30% of the total unsettled
administrative penalties referenced

above which were imposed before 28
June 2021.
b. Settling the following amounts by 31
December 2022:

— All payable tax up to 31 December
2022, regardless of whether such tax

was payable before or after 28 June

2021.; and
— 30% of the total unsettled
administrative penalties referenced

el il e ol paddll e cumd 8 & ol 1

A el sl pudase )8 G Lo (a saaiall 4 H)0Y)
28 i Jd oSlef 4l Ll 2017 4l (40)
2021 s¥

by bl JdS sla gaddll S Wl
(40) @i el sl Calae ) B 35 e dia g il
2021 525 28 J 2017 4l

o e sl Ay pall walall W 3

s 31 (A ol Bay L Al dlaw ]
12021

31 s gl Al Ayl JdS -

Ay pall o2 vl o) e 2021 pass

5 tedmy 5l 2021 sign 28 Jd

o A oY) alel jal) Mea) 0e (%30) -
Jd i jh g oSled Ll liiall saaudll
2021 58528

Dt 31 (G ol 3y A flad) daw o
12022

31 oin gdd) daaiedl Ayl JAS -

Ap pall o Ciainl o) s 2022 ressd

5 oany o 2021 515028 i Jid

26 Aol el gl Jla) e %30 —
Jd Caaji Al odle ] Ll liiall saaudll
2021 555 28

5/13



il sa 1l da slaidla iy g i

FEDERAL TAX AUTHORITY

above which were imposed before 28
June 2021.
For completeness, please note that, in this
context, settlement means that the FTA must
have received the relevant amounts.
Where the above conditions are met, the FTA will,
redetermine the amount of administrative
penalties payable and not settled by 28 June 2021,
to equal 30% of that unsettled part. Hence, the
person shall not be required to pay the remaining

part (i.e. 70%).

Redetermination of Penalties on the Registrant’s
Account

Upon satisfying the conditions prescribed above,
the FTA will reflect the redetermined penalty on
the qualifying registrant’s e-Services account.
Where the registrant satisfied the conditions by
31 December 2021, the FTA will redetermine the
penalty within 30 business days from 31 December

2021.

However, where the conditions were not satisfied
on 31 December 2021 but were satisfied on
31 December 2022, the FTA will redetermine the
penalty within 30 business days from 31 December

2022.

United Arab Emirates
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Examples

Example 1:
At beginning of April 2021, a penalty of AED 12,000
was imposed on a Registrant as per Cabinet
Decision No. 40 of 2017. The Registrant settled
AED 2,000 of this penalty on 15 April 2021. On
28 June 2021, AED 10,000 penalties remain
unsettled. The Registrant settled all payable tax
including that relating to the last return due in
2021 and 30% of the penalties unsettled (i.e. AED
3,000) by 31 December 2021. In this case, the
Registrant qualified for redetermination, and the
FTA will

redetermine the penalty within 30

business days from 31 December 2021.
Consequently, the Registrant will no longer be
required to pay the remaining AED 7,000 of the
administrative penalties, and the administrative
penalty imposed before 28 June2021 shall equal
AED 3,000 that was already settled by the

Registrant.

Example 2:

At beginning of April 2021, a penalty of AED 12,000
was imposed on a Registrant as per Cabinet
Decision No. 40 of 2017. The Registrant settled AED
2,000 of this penalty on 15 April 2021. On 28 June
2021, AED 10,000 penalties remain unsettled. The
Registrant settled 30% of the penalties unsettled
(i.e. AED 3,000) but did not settle all payable tax. In

this case, the Registrant does not qualify for
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redetermination as it has not settled all payable
tax. Consequently, the Registrant is still required to
pay the remaining AED 7,000 of the administrative

penalties.

Example 3:

In December 2019, an administrative penalty of
AED 15,000 was imposed on a Registrant as per
Cabinet Decision No. 40 of 2017. The Registrant
settled AED 1,000 of this penalty on 11 November
2020. On 28 June 2021, AED 14,000 penalties
remained unsettled. The Registrant settled all
payable tax including the tax that related to the last
return due in 2021 and 10% of the penalties
unsettled (i.e. AED 1,400) by 31 December 2021. In
this case, the Registrant did not qualify for the
redetermination by 31 December 2021 as less than
30% of the outstanding penalties were paid.
However, the Registrant settles the remainder of
the 30% of the penalties imposed before 28 June
2021 on 25 March 2022 (i.e. AED 2,800). The
Registrant also settles all payable tax including that
relating to the last return due in 2022. Hence, the
Registrant qualifies for the redetermination, and
the FTA will redetermine the penalty within 30
business days from 31 December 2022.
Consequently, the Registrant will no longer be
required to pay the remaining AED 9,800 of the

administrative penalties, as the re-determined

administrative penalty which was imposed before

Allall oda 5 adall Aiatiuall Ay jual) JalS slawy ol ol
Ay pall JalS o aded paaill 3ale Y Jawsal) Jaly ol
Sy Wiae dasdl J1 3 Y @l gy | adall diaidl)

A Y1 el jall (e Al a8 )3 (7,000)

:3 Jéa
(15,000) s &1y} &l e i 53 2019 ansd
(40) &, ¢ oosl Gelae DA a5 J3dll e o 50
Oe e (1,000) die S Jaudll BB 2017 4aul
28 )b 4 .2020 s 11 Fli 6 dal sl o2
Aay Al el e dawdl e (8502021 s
JAS i J2dll B sanas 2 w3 (14,000)
Ailaiall Ay penll @) 5 La pddl) disdud) Ayl
QS 2021 B Galeall AV ol AV
(% 1,400 ) s2msall e bl 30 (e (%10)
Jaudll s Y llall o3 8,202 ey 31 Jslas
saud elld 5 2021 sansd 31 Jshay aaill sale Y a3
O Y sl e el sl (e (%30) oo JB L
0n (%30) ) @l e (Aiiall e Sad) Sl o 5 Jaudl)
Gl 25 (B 2021 s 28 I Ay saall il il
Mawsy Uil J3ssdl) o 58y LS (a2 2,800 sf) 2022
Alaiall Ay juiall lld 3 Loy il diniuaall Ay yuiall JalS
Jaall (56 llal 2022 8 Gadual)l a1 ) EYL
Lal_all aoat salels Al giin gy caaail) sale Y Sla 5
¢ JUillis . 2022 ssenw 31 )l (e Jee 05230 JDA
a23 (9,800) I dlie dlawy Ulldas Jawdll (46 o)
A Al all (S Aol el sl (e Al

8/13



il sa 1l da slaidla iy g i

FEDERAL TAX AUTHORITY

28 June 2021 shall equal AED 4,200, and this

amount was already settled by the Registrant.

Example 4:

In May 2020, an administrative penalty of AED
24,000 was imposed on a Registrant as per Cabinet
Decision No. 40 of 2017. The Registrant settled
AED 4,000 of this penalty on 21 September 2020.
On 28 June 2021, AED 20,000 penalties remain
unsettled. The Registrant did not settle all payable
tax in 2021 nor have the Registrant settled 30% of
the penalties by 31 December 2021. In this case,
the Registrant did not qualify for the
redetermination by 31 December 2021. However,
the Registrant settles, within 2022, all payable tax
including that relating to the last return due in
2022 and 30% of the penalties imposed before 28
June 2021 on 15 July 2022 (i.e. AED 6,000). Hence,
the Registrant qualifies for the redetermination,
and the FTA will redetermine the penalty within 30
business days from 31 December 2022.
Consequently, the Registrant will no longer be
required to pay the remaining AED 14,000 of the
administrative penalties, as the re-determined
administrative penalty which was imposed before
28 June 2021 shall equal AED 6,000, and this

amount was already settled by the Registrant.
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Procedures Relating to the Redetermination of
Administrative Penalties

To facilitate the procedures for registrants, the FTA
linked the redetermination process and the

relevant data to the registrants’ e-Services
accounts. Registrants are be able to view further
information relating to the process on their

account’s dashboard.

United Arab Emirates
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This Public Clarification issued by the FTA is meant to clarify certain
aspects related to the implementation of Cabinet Decision No. 49 of
2021 on Amending some Provisions of Cabinet Decision No. 40 of 2017
on Administrative Penalties for Violations of Tax Laws in the UAE as
amended by Cabinet Decision No. 108 of 2021 On the Amendment of
Cabinet Decision No. 40 of 2017 On Administrative Penalties for
Violations of Tax Laws in the UAE.

This Public Clarification states the position of the FTA and neither
amends nor seeks to amend any provision of the aforementioned
legislation. Therefore, it is effective as of the date of implementation

of the relevant legislation, unless stated otherwise.
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! Cabinet Decision No. 49 of 2021 as published on the
FTA’s website www.tax.gov.ae.

2 Article 25 of the FTP Law stated that:

1. The Authority shall issue an Administrative
Penalties Assessment for a Person and notify him
within (5) five business days for any of the
following violations:

a. The failure of the Person conducting Business
to keep the required records and other
information specified in this Law and the Tax
Law.
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United Arab Emirates

The failure of the Person conducting Business
to submit the data, records and documents
related to Tax in Arabic to the Authority when
requested.

The failure of the Taxable Person to submit a
registration application within the timeframe
specified in the Tax Law.

The failure of the Registrant to submit a
deregistration  application ~ within  the
timeframe specified in the Tax Law.

The failure of the Registrant to inform the
Authority of any circumstance that requires
the amendment of the information pertaining
to his tax record kept by the Authority.

The failure of the Person appointed as a Legal
Representative for the Taxable Person to
inform the Authority of his appointment
within the specified timeframe, in which case,
the penalties will be due from the Legal
Representative’s own funds.

The failure of the Person appointed as a Legal
Representative for the Taxable Person to file a
Tax Return within the specified timeframe, in
which case the penalties will be due from the
Legal Representative’s own funds.

The failure of the Registrant to submit the Tax
Return within the timeframe specified in the
Tax Law

The failure of the Taxable Person to settle the
Payable Tax stated in the submitted Tax
Return or Tax Assessment he was notified of,
within the timeframe specified in the Tax Law.

The submittal of an incorrect Tax Return by
the Registrant.

The voluntarily disclosure by the Person of
errors occurring in the Tax Return, Tax
Assessment or Refund Application pursuant to
Article 10 (1) and (2) of this Law.

The failure of the Taxable Person to voluntarily
disclose errors in the Tax Return, Tax
Assessment or Refund Application pursuant to
Article 10 (1) and (2) of this Law before being
notified that he will be subject to a Tax Audit.
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m. The failure of the Person conducting Business
to facilitate the work of the Tax Auditor in
violation of the provisions of Article (21) of this
Law.

n. The failure of the Registrant to calculate Tax
on behalf of another Person when the
registered Taxable Person is obligated to do so
under the Tax Law.

0. Any other violation for which a Cabinet
Decision is issued.
2. The Executive Regulation of this Law shall specify
the information and data that must be included in
the Administrative Penalties Assessment.

3. The Cabinet shall issue a resolution that specifies
the Administrative Penalties for each of the
violations listed in Clause (1) of this Article. Such
Administrative Penalties shall be no less than 500
Dirhams for any violation and shall not exceed
three times the amount of Tax in respect of which
the Administrative Penalty was levied.

4. The imposition of any Administrative Penalty
pursuant to the provisions of this Law or any other
law shall not exempt any Person of his liability to
settle the Due Tax in accordance with the
provisions of this Law or the Tax Law.

3 The Third Article of the Cabinet Decision No. 49 of
2021 states that:

1. The  Authority  shall determine  the
Administrative Penalties levied on the Registrant
prior to 28 June 2021 in accordance with Cabinet
Decision No. 40 of 2017, which have not been
settled, to equal 30% of the total of such
unsettled penalties where all of the following
conditions are met:

a. The Registrant settles payable tax in full, no
later than 31 December 2021.

b. The Registrant settles 30% of the total
unsettled Administrative Penalties, no later
than 31 December 2021.

2. Inthe event that the Registrant fails to meet the
requirements of Clause 1 on or before 31
December 2021, the Registrant may meet the
requirements no later than 31 December 2022.
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3. The Authority shall determine the procedures —a« «salall o2a ASJ Gubil Gle) 2l paaty Al o883
for implementing the provisions of this Article, 4ia; iall 4y )laY) Gl all paat sale) o ol e
taking into consideration that the Administrative 30 il 3~ 5alall 638 (pe (1) wdl &y Jadl e
Penalties levied on the Registrant are i (2) j (1) w@\gg;@\ @J‘ﬂ‘dﬂd&eﬁ
redetermined in accordance with Clause 1 of this o g ) eliial g )l sy
Article within @ maximum of 30 business days
from the dates specified in Clauses 1 or 2 above,
depending on the date the conditions are met.
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