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VAT Public Clarification
Amendments to VAT Federal Decree-Law -

Federal Decree-Law No. 18 of 2022

Issue

Value Added Tax (“VAT”) in the UAE is regulated by
the Federal Decree-Law No. 8 of 2017 on Value
Added Tax (“Decree-Law”). The Federal Decree-
Law No. 18 of 2022 on the Amendment of Some
Provisions of the Federal Decree-Law No. 8 of 2017
on Value Added Tax has been issued, which
amends or updates several articles of the Decree-

Law and takes effect on 1 January 2023.

Summary
The following Articles of the Decree-Law have been

amended:

Article 1 on Definitions, including the
insertion of new definitions.
— Article 5

— Article 7

— Article 13

— Article 15

— Article 21

— Article 26

— Article 27

— Article 30

— Article 33
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Article 36
Article 45
Article 46
Article 48
Article 55
Article 57
Article 61
Article 62
Article 65
Article 67
Article 74
Article 76
Article 77
Article 80

Article 83

A new Article 79 bis has also been inserted in the

Decree-Law on Statute of Limitation. This Article is

further clarified in this Public Clarification.

The list above does not include Articles where the

translation to English has been enhanced.

This Public Clarification is specifically intended to

inform persons of the changes in the VAT Decree-

Law,

in relation to the main amendments as

effective from 1 January 2023:

1.
2.

New definitions (Article 1)*

Exception from registration for persons
already registered for VAT (Article 15)2
Deregistration initiated by the FTA (Article 21)3

Place of supply of goods when the date of
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supply is determined under Article 26(1)* of
the Decree-Law (Article 27)°

5. Clarifying the place of residence of the
principal where its agent regularly negotiates
and contracts in favour of the principal, or
regularly maintains inventory of the principal
to fulfill supply arrangements (Article 33)°

6. Value of supply and deemed supply between
related parties (Article 36)’

7. Clarifying the period within which tax credit
notes must be issued (Article 62)3

8. Clarifying the period within which tax invoices
and tax credit notes must be issued (Article
67)°

9. Statute of limitation (Article 79 bis)*

Detailed analysis

New definitions

The majority of the new definitions were
introduced to align with the definitions provided in
the Tax Procedures Law. This includes the

definitions for tax evasion, tax audit, tax
assessment and voluntary disclosure.

The term “pure hydrocarbons” was introduced and
defined to clarify that only pure compounds of the
chemical formula consisting solely of hydrogen and
carbon, i.e. CxHy, may be considered for the
purposes of the reverse charge mechanism under
Article 48(3) of the Decree-Law?®,

For example, lubricants and any other products
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containing components other than hydrogen and
carbon would not be subject to the reverse charge
mechanism.
The term “relevant charitable activity” was
previously defined in the Executive Regulation, and

is now also contained in the Decree-Law.

Exception from registration for persons already
registered for VAT (Article 15)

Before amendment of the Decree-Law, the
exception from registration could only be granted
to persons who were not registered, provided they
make only zero-rated supplies.

To allow for fair treatment of businesses, existing
registrants only making zero-rated supplies may
also apply to be excepted from registration from 1
January 2023.

Once the registrant’s request for an exception from
registration is accepted, the person will be
deregistered if all the requirements are met,
including that all due tax and administrative
penalties have been settled. The person is required
to notify the Federal Tax Authority (“FTA”) if

circumstances change, e.g. if it starts making

standard rated supplies.

Deregistration initiated by the FTA (Article 21)
Before the amendment, deregistration could only
be initiated at the request of the registrant.

However, there are instances where the integrity
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of the tax system is prejudiced, for example in
some cases of tax evasion, or where a business
ceases to exist, but the registrant fails to apply for
deregistration.

From 1 January 2023, the FTA may initiate tax
deregistration  procedures. The  Executive
Regulation shall set out the controls and conditions
in this regard.

It shall be noted here that the registrant also
remains liable to apply for deregistration as
specified in the legislation. Administrative
penalties can otherwise be imposed in case of non-

compliance with Article 21 Decree-Law.

Place of supply of goods when the date of supply is
determined under Article 26(1) of the Decree-Law
(Article 27)

The Decree-Law was amended to confirm that the
place of supply of goods supplied under any
contract that includes periodic payments or
consecutive invoices, shall be the UAE if the
ownership of the goods is transferred in the UAE at
any time under the execution of the contract.

For example, if a tax invoice was issued against the
first of two instalments for goods that are to be
imported from outside the UAE where the
ownership would transfer in the UAE, VAT will
apply to all amounts invoiced in regards to the

goods.
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Clarifying the place of residence of a principal
(Article 33)

The amendment in the Decree-Law confirms that
in the following instances, the agent’s activities in
the UAE will result in the principal having a place of
residence in the UAE:

— If the agent’s place of residence is in the UAE
and the agent regularly negotiates and enters
into agreements in favour of the principal;

— If the agent regularly maintains a stock of
goods to fulfill supply arrangements for the
principal.

The deemed place of residence in the UAE for the
principal through its agent will result in the
principal having to comply with all tax obligations
mentioned in the tax legislation.

Moreover, the reverse charge principles as laid
down in Article 48(1) of the Decree-Law'? and
Article 48(3) of the Executive Regulation®® will not
apply where the principal has a place of residence

in the UAE through an appointment of an agent.

Value of supply and deemed supply between
related parties (Article 36)

The amendment to Article 36 of the Decree-Law
explains that where the provisions of Article 36 and
37 of the Decree-Law apply, then Article 36
supersedes and the value of the supply will be the
market value.

The meaning of ‘market value’ is set out in Article
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25 of the Executive Regulation, and generally refers
to the consideration in money which a supply
would generally achieve if supplied in similar
circumstances at the same date in the UAE if made
between persons who are not connected in any
manner.

Consequently, where a person gives a right to use
an asset in respect of which input tax was
recovered, to a related party for no consideration,
this is a deemed supply and below the market
value of that right since no consideration is
charged. Hence, the requirement under Article
36(1) of the Decree-Law is met.

For the purposes of Article 36(2) of the Decree-
Law, the tax status of the related party receiving
the right of use of that asset needs to be
determined, specifically whether the related party
would be eligible to full input tax recovery if VAT
had been charged.

For example, if the related party uses the asset to
make exempt supplies, or if the related party is not
a registrant, the related party would not have been
entitled to recover VAT in full had it been charged.
Hence, the requirement under Article 36(2) of the
Decree-Law is met.

Consequently, as all requirements of Article 36 of
the Decree Law have been met, the value of the
supply will be the market value, regardless of
whether the requirement of Article 37 of the

Decree Law are also met.
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In instances where the requirements of Article 36
of the Decree Law are not met, but the
requirement of Article 37 of the Decree Law is met,
then the value of the supply shall be the total cost
incurred by the taxable person to make the

deemed supply of goods.

Specifying the period within which tax credit notes
must be issued (Article 62)

The amendment to the Decree-Law specifies the
period within which tax credit notes must be
issued.

If output tax must be reduced after the date of
supply, as a result of any of the instances listed in
Article 61 of the Decree-Law, the registrant must
issue a tax credit note within 14 calendar days from
the date of the occurrence of the mentioned
instance.

For example, on 15 January 2023, a wholesaler of
computer hardware delivers 10 laptops to a
business for a total consideration of AED 20,000 +
VAT and the tax invoice is issued and the amount is
paid on the same day. On 21 January 2023, the
business returned 5 of the laptops which appeared
to be faulty. After checking the claim, the
wholesaler refunded 50% of the consideration +
VAT on 6 February 2023.

The wholesaler must issue the related credit note
no later than on 20 February 2023 (i.e. within 14

calendar days).
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Issuance of tax invoices (Article 67)

The amendment to the Decree-Law clarifies the

period within which tax invoices must be issued.

A registrant must issue a tax invoice within 14

calendar days from the date of supply. This date of

supply is any of the dates as outlined in Articles 25

or 26 of the Decree-Law as the case may be.

For example, in case of a contract for the provision

of advisory services containing clauses for

periodical payments aligned with the meeting of
delivery milestones:

— The tax invoice must be issued within 14
calendar days of each agreed and achieved
delivery milestone; or

— The tax invoice must be issued within 14
calendar days of receiving a payment should
this payment occur before achieving delivery

milestones or the full completion of the service

contract.

Statute of Limitation (Article 79 bis)

A Statute of Limitation article has been introduced
to the Decree-Law, that sets the maximum
timeframe in which the FTA can act. Once this
period expires, the FTA is generally precluded from
taking any actions such as commencing an audit or
issuing a tax assessment.

Generally, the FTA may not conduct a tax audit or

issue a tax assessment to a taxable person after the
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expiration of 5 years from the end of the relevant
tax period.

As an example, the tax period from July 2022 to
September 2022, with the related tax return to be
filed no later than 28 October 2022, generally
cannot be subject to a tax audit or the issuance of

a tax assessment after 30 September 2027.

As an exception to the general rule, the FTA may
conduct a tax audit or issue a tax assessment to the
taxable person after 5 years from the end of the

relevant tax period in the following instances:

— If the FTA notified the taxable person of the tax
audit before the expiry of the 5-year period,
provided that the tax audit is completed or the
tax assessment is issued, within 4 years from

the date of the notification of the tax audit.

For example:

If the FTA notified the taxable person on 23
December 2022 that it will audit the tax periods
of 2018, this tax audit must be completed, or
the relevant tax assessment must be issued,

before 23 December 2026.

— If the person submitted a voluntary disclosure
in the fifth year from the end of a tax period,
provided that the tax audit is completed or the
tax assessment is issued, within one year from
the date of submission of the voluntary

disclosure.
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It must be noted that the registrant cannot
submit a voluntary disclosure after 5 years

from the end of the relevant tax period.

— Inthe case of tax evasion, the FTA may conduct
a tax audit or issue a tax assessment within 15
years from the end of the tax period in which

the tax evasion occurred.

— If a taxable person failed to register for VAT
within the prescribed period, the FTA may
conduct a tax audit or issue a tax assessment
within 15 years from the date on which the

taxable person should have registered for VAT.

For example:

A taxable person was required to register for
VAT - under the provisions of Article 13 of the
Decree-Law — from 1 July 2019. An application
for registration was, however, submitted and
effective from 1 January 2021. For the period
from 1 July 2019 to 31 December 2020, the FTA
may conduct a tax audit to be completed
before 1 July 2034 or issue a tax assessment

before that date.

In all cases, the statute of limitation will be
interrupted where any of the reasons as stipulated
in Federal Law No. 5 of 1985, promulgating the Civil

Transactions Law and its amendments, occur.
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United Arab Emirates

This Public Clarification issued by the FTA is meant to clarify
certain aspects related to the implementation of the Federal
Law No. 7 of 2017 on Tax Procedures and its amendments,
Federal Decree-Law No. 8 of 2017 on Value Added Tax and its
amendments, and their Executive Regulations.

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
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date of implementation of the relevant legislation, unless Ll s
stated otherwise.
Legislative References: oyl aal sl

In this clarification, Federal Decree-Law No. 8 of 2017 on Value
Added Tax and its amendments is referred to as “Decree-Law”,
and Cabinet Decision No. 52 of 2017 on the Executive
Regulation of the Federal Decree-Law No. 8 of 2017 on Value
Added Tax, and its amendments, is referred to as “Executive
Regulation”.

1. Article 1 of the Decree-Law defines the following terms:

e “Relevant Charitable Activity”: An activity for the
purpose other than profit or benefit to any proprietor,
member, or shareholder of the Charity, which is
undertaken by the Charity in the course or furtherance
of its charitable purposes or objectives to carry out a
charitable activity in the State as approved by the
competent authorities, or under the conditions of its
establishment as a charity under Federal or Emirate
legislation, decree or decision, or as otherwise licensed
to conduct a charitable activity by an entity that grants
such licences on behalf of the Federal or Emirate
Government.

e “Pure Hydrocarbons”: Any of the various pure

compounds of the chemical formula consisting solely of

hydrogen and carbon (CxHy).
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“Tax Evasion”: The Person’s use of illegal means,
resulting in the reduction of the amount of the Due Tax,
non-payment thereof, or a refund of Tax that the
Person did not have the right to have refunded.

“Tax Audit”: A procedure undertaken by the FTA to
inspect the commercial records or any information,
data or goods related to a Person to verify the
fulfilment of its obligations in accordance with the
provisions of the Decree-Law or the Tax Procedures
Law.

“Tax Assessment”: Shall mean the Tax Assessment as

defined in the Tax Procedures Law.

“Voluntary Disclosure”: A form prepared by the FTA
pursuant to which the Taxpayer notifies the FTA of any
error or omission in the Tax Return, Tax Assessment or
Tax Refund application in accordance with the
provisions of the Tax Procedures Law.

“Tax Procedures Law”: Federal Law No. 7 of 2017 on

Tax Procedures and its amendments, and any other

Federal law replacing it.

Article 15(1) of the Decree-Law states that the FTA may

except a Taxable Person from Tax Registration whether a

Registrant or not, upon his request if his supplies are only

subject to the zero rate.

1)

2)

Article 21 of the Decree-Law states that:

A Registrant shall apply to the Authority for Tax

deregistration in any of the following cases:

a. If he stops making Taxable Supplies.

b. If the value of the Taxable Supplies made over a
period of 12 consecutive months is less than the
Voluntary Registration Threshold and the
Registrant does not meet the condition

stipulated in Clause 2 of Article 17 of this

Decree-Law.

The FTA may, in accordance with the controls and
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Al e Jilu sl paddl) ahadiul "y pall Cogd” e
ol Lgmdd axe ol Adaisal) Ay jual) Hlaie (il Lgie iy
Jaala gl ga Al 0K ol Ay el Ao il

QM\MM\M@)&J ¢l ) :"A-FEJ".A” é:\g.\ﬂ‘" °
sl Oy o sus yall ALSAY a5 aslal il £l gl e gaaill

:&:\u‘).aﬂ U.:\;\‘)_j.}(\ 0_93\5

oy paill G el il 4 sy " puall gl @
gyl Slel Yl o588l

4 sar by Al (e 2xe zisai e hll myall” e
DAY 2l s ol Uad (g e Al 4y puall il
Sy b g el a4y el
g paall Cle) Yl ()5l ASaY a5 Ay )

(7) s @iV Gl My puall el el oA e
@l ADaed s gy puall el jaY) old 82017
Al Jay AT galas) 56
Dol o 0 o g sall e (15) 33kl e (1) ) (i
OIS o) gan o pall Gl (A puall il i Tl
il s S 1y Al e gl ellyy Sldae e sl i
L jaall ol decals
il e 058 o pmsall Ga (21) B2kall G
(il Al slalY Al Gl iy of Jawsall e (1
oY) sl e sf 3
Ay peal daals Gy s aldll e B 1Y
Als ) Ay jemll daaalall il ) sill dad S 13)
Jil aglual Thes pde BV (12) 3% JDA L
Al 4 358 Yy (o biaY) dadll 2a e
138 00 (17) 331 G (2) ) (B Ll G saial)
L058 a gus yall
& gromall Jimaiill il 18 o o Zgll S5m (2
Al g uall dal) e 2liY) of W Gis Js

2

13/17



wilyaa Ll da pslaidla iy g i

FEDERAL TAX AUTHORITY

conditions specified in the Executive Regulation,
issue a tax deregistration decision, if the FTA finds
that continuity of such Tax Registration may
prejudice the integrity of the Tax system.

3) Tax deregistration shall not result in the
relinquishment of the FTA’s right to claim any Due
Tax or Administrative Penalties.

Article 26(1) of the Decree-Law states that the date of

supply of Goods or Services for any contract that includes

periodic payments or consecutive invoices shall be the
earliest of any of the following dates:
a. The date of issuance of any Tax Invoice.
b. The date payment is due as specified on the Tax
Invoice.
c. The date of receipt of payment.
d. Thedate of expiration of one year from the date the
Goods or Services were provided.

According to Article 27(3)(a)(4) of the Decree-Law, the

place of supply of Goods that includes Export or Import

shall be inside the State if Clause 1 of Article 26 of this

Decree-Law applies, and the ownership of Goods is

transferred in the State.

Article 33 of the Decree-Law states that the Place of

Residence of the principal shall be considered as being

the Place of Residence of the agent in any of the following

cases:

1. If the agent regularly exercises the right of
negotiation and enters into agreements in favor of
the principal.

2. If the agent maintains a stock of Goods to fulfil

supply agreements for the principal regularly.

Article 36 of the Decree-Law states that as an exception
to Articles 34, 35, and 37 of this Decree-Law, the value of
the supply or Import of Goods or Services between

Related Parties shall be considered equal to the market
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value if all of the following conditions are met:

1. Thevalue of the supply is less than the market value.

2. Ifthe supply is a Taxable Supply and the Recipient of
Goods or Recipient of Services does not have the
right to recover the full Tax that would have been
charged on such supply as Input Tax.

Article 62(2) of the Decree-Law states that if the Output

Tax calculated by the Registrant exceeds the Output Tax

which should have been charged on the supply, the

Registrant shall issue a Tax Credit Note according to the

provisions of the Decree-Law within 14 days from the

date in which any of the situations provided for in Clause

1 of Article 61 of the Decree-Law took place.

Article 67 of the Decree-Law states that:

1. The Registrant shall issue a Tax Invoice within 14
days from the date of supply as stated in Article 25

or Article 26 of this Decree-Law.

2. The Executive Regulation of this Decree-Law shall
determine the cases that are subject to periods
other than that specified in Clause 1 of this Article,
or the cases in which the Tax Invoice shall be issued
immediately in accordance with the controls
specified therein.

Article 79 bis of the Decree-Law states that:

1. Exceptin cases under Clauses 2, 3, 6, 7 of this Article,
the Authority may not conduct a Tax Audit or issue a
Tax Assessment to the Taxable Person after the
expiration of 5 years from the end of the relevant
Tax Period.

2. The Authority may conduct a Tax Audit or issue a Tax
Assessment to the Taxable Person after 5 years from
the end of the relevant Tax Period, if he has been
notified of the commencement of such Tax Audit’s
procedures before the expiration of the 5-year

period, provided that the Tax Audit is completed or
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11.

the Tax Assessment is issued, as the case may be,
within 4 years from the date of notification of the
Tax Audit.

3. The Authority may conduct a Tax Audit or issue a Tax
Assessment after the expiration of 5 years from the
end of the relevant Tax Period if such Tax Audit or
Tax Assessment issuance relates to a Voluntary
Disclosure submitted in the fifth year from the end
of the Tax Period, provided that the Tax Audit is
completed or the Tax Assessment is issued, as the
case may be, within one year from the date of
submission of the Voluntary Disclosure.

4. The Cabinet may, according to a suggestion by the
Minister, issue a Decision to amend the period
specified for the completion of the Tax Audit or the
issuance of the Tax Assessment as per Clauses 2 or 3
of this Article.

5. No voluntary disclosure may be submitted after the
expiration of 5 years from the end of the relevant
Tax Period.

6. In the case of Tax Evasion, the Authority may
conduct a Tax Audit or issue a Tax Assessment within
15 years from the end of the Tax Period in which the

Tax Evasion occurred.

7. Incase of Tax Registration failure, the Authority may
conduct a Tax Audit or issue a Tax Assessment within
15 years from the date on which the Taxable Person

should have registered for Tax.

8. The statute of limitation set forth in this Article shall
be interrupted for any of the reasons provided for in
the Federal Law No. 5 of 1985, promulgating the Civil
Transactions Law, or any other Federal law replacing
it.

Article 48(3) of the Decree-Law states that if a Registrant

makes a Taxable Supply in the State to another Registrant

of any crude or refined oil, unprocessed or processed
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12.

13.

natural gas, or Pure Hydrocarbons, and the Recipient of
these Goods intends to either resell the purchased Goods
as crude or refined oil, unprocessed or processed natural
gas, or Pure Hydrocarbons, or use these Goods to
produce or distribute any form of energy, the following
rules shall apply:

a. The Registrant making the Supply shall not account
for Tax on the value of the supply of the Goods
referred to in this Clause.

b.  The Recipient of the Goods shall calculate the Tax on
the value of the Goods supplied to him and shall be
responsible for all applicable Tax obligations and for
calculating the Due Tax in respect of such supplies

Article 48(1) of the Decree-Law states that If the Taxable

Person imports Concerned Goods or Concerned Services

for the purposes of his Business, then he shall be treated

as making a Taxable Supply to himself, and shall be
responsible for all applicable Tax obligations and
accounting for Due Tax in respect of these supplies.

Article 48(3) of the Executive Regulation states that

where a Taxable Person who has a Place of Residence in

the State receives a supply of Goods or Services with a

Place of Supply in the State, from a supplier who does not

have a Place of Residence in the State and does not

charge Tax on that supply, the supply shall be treated as
being of Concerned Goods or Concerned Services subject

to Clause 1 of Article 48 of the Decree-Law.
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