il sa 1l da slaidla iy g i

FEDERAL TAX AUTHORITY

VATP046

VAT Public Clarification

Amendments to the VAT Federal Decree-Law
No. 8 of 2017 — Federal Decree-Law No. 16 of 2024
and Federal Decree-Law No. 16 of 2025

Issue

Value Added Tax (“VAT”) is regulated by the
Federal Decree-Law No. 8 of 2017 on Value Added
Tax and its amendments (“Decree-Law”) and
Cabinet Decision No. 52 of 2017 on the Executive
Regulation of the Federal Decree-Law No. 8 of 2017
its amendments

on Value Added Tax, and

(“Executive Regulation”).

The Decree-Law was amended by Federal Decree-
Law No. 16 of 2024 on the Amendment of Some
Provisions of the Federal Decree-Law No. 8 of 2017
Value with effect from

on Added Tax,

30 October 2024.

The Decree-Law was further amended by Federal
Decree-Law No. 16 of 2025 on the Amendment of
Some Provisions of the Federal Decree-Law No. 8
of 2017 on Value Added Tax, with effect from
1 January 2026.

The purpose of this Public Clarification is to

highlight the main changes to the Decree-Law.
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Summary

Amended Articles AJ224l) 3 gl
The following Articles were amended: ALY ) sall Jaaas o
e New and amended definitions (Article 1) (1) 3all) Aldak Cayjlaigbaoa iy jlat @
e Reverse Charge (Article 48) .((48) zabd\) ‘;...&J\ cluialyl e

e Recovery of Recoverable Input Tax in the Tax 5 il & ala i3 ALl AL Ay a2l i) @
Period (Article 55) ((55) s3lall) 4y puzall

e Conditions and requirements for issuing Tax 3alll) 4w pall 55l laa) clllicg Jag i o
Invoices (Article 65) .((65)

e Conditions and requirements for issuing the wpall colall jadyl gl cllbicg Jag i e

Tax Credit Note (Article 70) ((70) saLalt)
e Excess Recoverable Tax (Article 74) ((74) 33al) ala yin3 ALl 4y pall 2ild @
e Administrative Penalties Assessment ((76) akall) 4 oY) Silal jall anss @
(Article 76)
New Article s sale

A new Article was added to provide for the 4w jpa aad (i) Jo Jali tyuaa il ddla) Cuad
rejection of the deduction of Recoverable Input Tax  4lula }i) 2 Al OIS Jla (8 2l S ALGED @A)

where the supply (or supply chain) found to be _(TJJSA (54) 33l) (o pia et Jasi ja (Sl il
related to Tax Evasion (Article 54 (bis)).

Repealed Article slels 53l
Article 79 (bis) — Statute of Limitation is repealed. _(.Jufﬂ\ — TJ)SA (79) sl elal) a3
Detailed analysis (il Julal

The following amendments were introduced to the s sar (silés o s pall Ao L5V COLaeil) SIS0/ &5
Decree-Law by Federal Decree-Law No. 16 of 2024, s (3374 2024 4iv (16) 23 (s () 5ilds a g gl

and are effective from 30 October 2024. 2024 5557 30 e ,J Liie | dudiill
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Definitions — Article 1

The definition of “Non-Resident” was amended to
clarify that a Person would be regarded as a
resident if the Person has a Place of Establishment
or Fixed Establishment in the UAE, regardless of

whether the Person owns the place or not.

This would, for example, include instances where a

foreign Business’ employees regularly work from

its client’s premises in the UAE. In such case, even
though the foreign Business does not own the
premises, the presence of the Business’ employees

in the UAE, and the technology resources (e.g.

mobile phone or computer) they use in the UAE,

would create a Fixed Establishment. Hence, in such
instances, the foreign Business would not be
regarded as a Non-Resident for VAT purposes.

To facilitate the introduction of the Electronic

Invoicing System, the definitions of “Electronic

Invoicing System”, “Electronic Invoice”, and

“Electronic Credit Note” were introduced.

e The term “Electronic Invoicing System” means
an electronic system designated for the
issuance, transmission, exchange and sharing
of invoice and credit note data, in accordance
with legislation governing tax procedures.

e Theterm “Electronic Invoice” means an invoice
issued, transmitted, and received in a

structured electronic format that enables

and electronic

automatic processing, in
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accordance with the Electronic Invoicing
System.

e The term “Electronic Credit Note” means a
credit note issued, transmitted, and received in
a structured electronic format, that enables

and electronic

automatic processing, in

accordance with the Electronic Invoicing
System.

Furthermore, the definitions of “Tax Invoice” and

“Tax Credit Note” have been amended to include

an Electronic Invoice and Electronic Credit Note

that meet the requirements under Articles 59 and

60 of the Executive Regulation.

Hence, an Electronic Invoice does not
automatically constitute a Tax Invoice, nor does an
Electronic Credit Note automatically constitute a
Tax Credit Note as the requirements under the
Executive Regulation must still be met for VAT

purposes.

Recovery of Recoverable Input Tax in the Tax Period
— Article 55

The amendment to Article 55(1)(c) of the Decree-
Law adds a condition that a Taxable Person must
retain a Tax Invoice in the format of an Electronic
Invoice where it is required to be issued, or has
been issued, in accordance with the Electronic
Invoicing System, to be able to recover the related

Input Tax.
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According to the new Article 55(1)(d) of the
Decree-Law, the Cabinet may prescribe any other

conditions for Input Tax recovery.

Conditions and requirements for issuing Tax
Invoices — Article 65

A new Clause 5 was added to Article 65 of the
Decree-Law, which requires Registrants subject to
the Electronic Invoicing System to issue and
transmit Tax Invoices in the form of Electronic
Invoices according to the Electronic Invoicing

System.

Conditions and requirements for issuing the Tax
Credit Note (Article 70)

A new Clause 4 was added to Article 70 of the
Decree-Law which requires Registrants subject to
the Electronic Invoicing System to issue and
transmit Tax Credit Notes in the form of Electronic
Credit Notes according to the Electronic Invoicing

System.

Administrative Penalties Assessment (Article 76)

The amendments to Clauses 4 and 5 of Article 76 of
the Decree-Law clarify that failure to issue a Tax
Invoice, Tax Credit Note or any other alternative
document within the legally prescribed period, will

result in an Administrative Penalty Assessment.
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Where Registrants are subject to the Electronic
Invoicing System they will be required to issue and
transmit Tax Invoices and Tax Credit Notes in an
electronic form, through the Electronic Invoicing
System when implemented, failure to do so would

result in the imposition of Administrative Penalties.

Where Registrants are not subject to the Electronic
Invoicing System, they must continue to issue and
deliver Tax Invoices and Tax Credit Notes under the

current general VAT invoicing rules.

The following amendments were introduced to the
Decree-Law by Federal Decree-Law No. 16 of 2025,
and are effective from 1 January 2026.

Reverse Charge Mechanism — Article 48

Article 48(1) of the Decree-Law was amended to
remove the requirement for a Taxable Person to
issue a Tax Invoice to himself when importing
Concerned Goods or Concerned Services.

The Taxable Person is still required to account for
VAT on the supply and to retain the relevant
supporting documents related to the supply
according to what is determined in the Executive

Regulation.

The relief from having to issue a valid Tax Invoice

in respect of such Concerned Goods and

Concerned Services only applies to Goods and

Services that are imported on or after

1 January 2026.
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For Concerned Services imported before

1January 2026, please refer to VAT Public
Clarification VATP044 — Concerned Services —
Accounting for Output Tax, issuing Tax Invoices,

and Input Tax recovery.

For Concerned Goods imported before

1January 2026, please refer to VAT Public

Clarification VATP045 - Concerned Goods -
Accounting for Output Tax, issuing Tax Invoices,

and Input Tax recovery.

Excess Recoverable Tax — Article 74

According to Article 74(2) of the Decree-Law, a
Taxable Person’s excess Recoverable Tax shall be
offset by the FTA against any Payable Tax or any
Administrative Penalties imposed on the Taxable

Person.

Where a Taxable Person has excess Recoverable
Tax after the FTA offsets such amount against
Payable Tax or Administrative Penalties imposed, a
Taxable Person may submit an application to

request a refund of such excess.

Article 74(3) of the Decree-Law was amended to
introduce a time limit of five years for a Taxable
Person to apply for a refund of such excess

Recoverable Tax.

The five-year period is calculated from the end of

the Tax Period from which the excess Tax arose.
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If the Taxable Person does not submit a request for
a refund of the excess Recoverable Tax or used
such excess to settle any Payable Tax or
Administrative Penalties before the expiry of the
five-year period, the right to request such refund
would lapse.

For example, if a Taxable Person submits its Tax
Return for the Tax Period ending 31 January 2026
and has excess Recoverable Tax (i.e. credit
balance), the Taxable Person may carry forward
such credit balance for a period of five years, i.e.
until 31 January 2031, during which the Taxable
Person may use such credit balance to settle
Payable Tax or Administrative Penalties imposed,
or submit an application for a Tax Refund.

In this instance the five-year period is calculated
from 31 January 2026, i.e. from the end of the Tax

Period from which the credit balance arose.

If a refund request is not submitted, or where such
credit balance is not used to settle any outstanding
Tax and/or Administrative Penalties before
31 January 2031, the Taxable Person would forfeit
such credit balance.

Where a Taxable Person has credit balance and
uses part of such credit to settle Payable Tax or
Administrative Penalties imposed before the
expiry of the five-year period, the right to request
a refund of, or to use, the remaining unused credit
balance shall lapse at the end of that five-year

period.
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Rejection of the deduction of Recoverable Input Tax
related to Tax Evasion — Article 54 (bis)

Article 54 (bis) was added to the Decree-Law to
reject the deduction of Recoverable Input Tax
made by a Taxable Person, where it is established
by the FTA that the supply subject to the deduction
was part of a supply, or chain of supplies related to
Tax Evasion, and that

e the Taxable Person was aware of this relation

upon deducting the Recoverable Input Tax, or

e the Taxable Person should have been aware of
this relation based on the circumstances of the
supply.

In accordance with Article 54 (bis)(1), the

deduction of Recoverable Input Tax will be rejected

where the FTA establishes that the Taxable Person

was aware that the supply received was part of a

supply or chain of supplies related to Tax Evasion.

Where the FTA establishes that, based on the

circumstances of the supply, the Taxable Person

should have been aware of the relation of such
supply or chain of supplies being related to Tax

Evasion, Article 54 (bis)(2) outlines that the FTA

may reject the deduction of Recoverable Input Tax.

According to Article 54 (bis)(3) of the Decree-Law,
the Taxable Person is considered to have been

required to be aware that the supply was part of a
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supply, or chain of supplies, related to Tax Evasion
where the Taxable Person did not verify the validity
and integrity of such supplies before deducting the
Input Tax.

For purposes of this Article, the supply chain is not
limited to the Taxable Person’s direct suppliers and
customers but refers to any Person involved in the

whole supply chain related to Tax Evasion.

The FTA published FTA Decision No. 13 of 2026 on
the Measures, Procedures and Conditions required
by Taxable Persons for the Verification of the
Validity and Integrity of the Supplies before

Deduction of Input Tax.

Statute of Limitation — Article 79 (bis)

An amendment to the Decree-Law was introduced
repealing Article 79 (bis) of the Decree-Law on the
statute of limitation as this is already covered
under Federal Decree-Law No. 28 of 2022 on Tax

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

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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