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UAE Corridor – A Global Emerging 
Opportunity of VAT 

Introduction
The Value Added Tax (VAT) got shape in the 
Middle East region with each member state of the 
Gulf Cooperation Council (GCC) agreeing that 
they will establish their own separate national 
legislation concerning VAT and as such, the detailed 
compliance requirements and set of rules will be 
outlined in each of the respective legislation. In June 

With Expo 2020 just a few milestones away, Dubai is in the process of hosting this extravaganza, which 
will not only attract tourists in the region, but can be a game-changer for the industry in Dubai, UAE 
and the Region. Expo 2020, coupled with UAE’s recent announcement on 100% foreign ownership, 
10-year residency visa and favourable trend on oil sector, are just some of the growth stories to look 
for. With industry growth, lies ahead in the UAE, an opportunity for Finance Professionals. Read on 
to know more…
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2016, the Finance Ministers of the six GCC member-
states approved a VAT treaty following an extra-
ordinary meeting in Jeddah, which focused on GCC 
economic integration. GCC governments–namely 
UAE, Saudi Arabia, Qatar, Oman, Kuwait and 
Bahrain–have been discussing the idea since 2007, 
following recommendations from the International 
Monetary Fund (IMF). This treaty now ensures that 
the GCC countries will move in relative tandem, 
subject to internal ratification of the VAT laws in 
their respective jurisdictions. However, not all of 
the GCC member states were ready to implement 
this new tax on 1st January 2018, due to differences 
in their domestic legislative processes and countries 
including Bahrain, Kuwait, Oman and Qatar are yet 
to implement VAT.

United Arab Emirates is a second home for 2.5 
million Indians working and living in UAE. Members 
of the Institute of Chartered Accountants of India, 
in UAE stands at 5000+ and growing, achieved 
dignitary roles in the industry and professional 
organisations, facilitating growth of UAE economy 
and contributing to the home country India, through 
International Remittances of more than US$ 4 billion 
(in fourth quarter of 2017). This is not the pinnacle 
of growth, it is just the beginning. 

UAE is experiencing continuous growth in 
Human Resource Capital of 9.4 million population 
and Gross Domestic Production (GDP) at US$ 
378.4 billion. Growth in UAE economy is not 
a matter of chance, it is a matter of design by the 
visionaries and leadership of the country. UAE 
laid the 2021 vision document which includes 
steep growth and enhanced services in education, 
healthcare, economy, police and security, housing, 
infrastructure and government services. The non-oil 
sector in UAE currently accounts for around 70 per 
cent of the national GDP, with the figure expected to 
reach 80 per cent by 2021. 

To achieve the larger goal, UAE shifted its tax-
free status and introduced Excise Tax and VAT, on 
October 01, 2017 and January 01, 2018 respectively. 
These changes were backed up by International 
Monetary Fund (IMF), to attain sustainable growth 
in the non-oil sector. Excise Tax levy is initiated 

with a tax rate of 50% to 100% on tobacco products, 
carbonated drinks and energy drinks. VAT levy 
was introduced with a levy of 5%, on wide spread 
of products and services consumed/utilised in the 
United Arab Emirates. 

VAT is expected to yield US $3.3 billion in the 
first year of its implementation and up to US $ 5.4 
billion during the second year in UAE, which will be 
used to sustain medium to long term growth in the 
economy.

Sector Outlook
According to Ministry of Economy (MOE), the Small 
& Medium Enterprises (SME) sector represents more 
than 94 per cent of the total number of companies 
operating in the UAE and provides jobs for more 
than 86 per cent of the private sector's workforce. 

There is a major opportunity, which can be tapped 
by the finance professionals in the country, by joining 
the workforce of the large to medium enterprises, 
and professionals can partner by providing services 
as advisor, consultant, or undertaking assignments 
in the field of accounting, taxation and compliance. 
As per Federal Tax Authority (FTA), within 100 
days of VAT implementation, 2,75,000 businesses 
registered for VAT, and they expected 90,000 more 
to register soon.

Journey so far 
In the last two years, on account of new tax 
regime, members from The Institute of Chartered 
Accountants of India, joined the members in 
UAE towards rising opportunities in indirect tax 
(Excise & Value Added Tax) in the economy. These 
professional and industry services span in the space 
of accounting, impact study, tax implementation, 
tax training, tax compliance and advisory services. 
With tax laws becoming live and accomplishment of 
first tax return filing, the scope of work is shifting 
more towards transaction advisory, compliance and  
accounting. 

In the journey from post implementation to 
the first return filing, the market experiences have 

In the last two years, on account of new tax regime, 
members from The Institute of Chartered Accounts 
of India joined the members in UAE, towards rising 
opportunities in indirect tax (Excise & Value Added 

Tax) in the economy. 

Growth in UAE economy is not a matter of chance; it is 
a matter of design by the visionaries and leadership 

of the country.
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shown that due to incorrect implementation and 
negligence by the small businesses, there may be 
several issues which may impact the businesses 
and they will have to assess and take corrective 
actions for being compliant with the law and protect 
themselves from being charged heavy penalties 
for the non-compliance. As the businesses gain 
experience and become more vigilant, the scope of 
advisory services, maintenance of proper books of 
accounts and services for compliance will increase 
in the near future. The two most challenging 
areas which professionals have to face is lack of  
seriousness of small business owners due to their 
mindset and sometimes services are provided  
at very low fee by professionals from different 
countries to the businesses which hampers the 
work quality and becomes challenging for other 
professionals who maintain high professional 
standards. 

In the short span, members of The Institute of 
Chartered Accountants of India, are able to prove 
their mettle in providing trusted services and expert 
knowledge in the field of Taxation, Accounting, 
Advisory and many more, in practice and industry. 
This milestone would not have had achieved 
without the support of Indirect Taxes Committee 
of ICAI, overseas office of ICAI in Dubai and the 
three overseas Chapters of ICAI in UAE (Dubai, 
Abu-Dhabi and Ras-Al-Khaimah). The publication 
of the updated background material has been well 
appreciated with its widespread usage.

Opportunity Ahead
What lies ahead is not only the limited space 
of taxation, it is the professional learning 
and expertise which can be provided to areas 
(including taxation) and are discussed hereunder.  
Opportunities available in major sectors are 
discussed, which can be aligned with personal and 
professional goals of the members of The Institute of 
Chartered Accountants of India.
(a) Financial and Commodity Sector- Financial 

and Commodity sector constitute as a major 
contributor to the GDP, in the UAE market. 
This is supported by, Central Bank approved 
Banks and Financial and Commodity Free Trade 
Zones. With Introduction of VAT and enhanced 
compliance requirements, there is a sustainable 
growth requirement for financial professionals 
in the field of accounts, compliance, credit and 
operational aspects in this sector.

a. “Central Bank of The UAE”, approved 23 
National and 28 Foreign Commercial Banks 
running over 1000 branches. 

b. Financial and Commodity Free Zone - There 
are three major financial and commodity free 
zone, supporting financial and commodity 
trading activity:
i. Dubai International Financial Centre 

(DIFC), representing 622 regulated 
entities, 484 authorised firms and 120 
DNFBPS (Designated Non-Financial 
Business or Profession).

ii. Abu Dhabi Global Market (ADGM), 
representing 37 regulated entities, 9 
Collective Investment Funds, and number 
of strategic entities to support financial 
structuring. 

iii. Dubai Multi Commodities Centre 
(DMCC), is established to enhance 
commodity trade flows through Dubai, 
with more than 15,000 registered 
companies. This commodity trade 
accounts for world’s leading physical 
gold markets and diamond trading hubs, 
accounting for US$ 75 billion annually 
combined and The Tea Centre handles 53 
million kilos of tea a year.

(b) Large Corporates and Listed Entities– UAE 
large corporates are going through the change 
on account of tax regime, stringent procedures 
to comply for Commercial Companies Law, 
Securities and Commodities Authority (SCA) 
compliance, and fund management. Trained 
Financial professionals, with effective skills are 
in demand to take positions in accounts, finance, 
administrative, compliance and leadership roles 
in the organisations listed with Dubai Financial 
Market (DFM), Abu Dhabi Securities Exchange 
(ADX) and Nasdaq Dubai. 

(c) Small and Medium Enterprises (SME)– 
Within the space of SME which contributes to 
around 300,000 entities (including entities below 
the threshold limit for registration). Medium 
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considering that VAT has already been implemented 
in Saudi Arabia and UAE, the remaining countries 
may give much shorter time for businesses to 
be ready and hence, the role of our members as 
accounting professionals becomes very critical in 
guiding the businesses correctly and ensuring that 
businesses are in compliance with the law in these 
countries. 

Conclusion
There are great positive indicators, reflecting 
green shoots for the UAE economy and resultant 
professional opportunities. Some of the aspects to 
look for are:
(a) The Central Bank of the UAE lifted its growth 

forecast for the country's non-oil GDP to 3.9 
per cent in 2018 from 3.6 per cent on the back 
of improving domestic economic activity and 
better prospects for the global economy. The 
UAE banking sector remained well capitalised, 
with solid liquidity buffers, stable funding and 
improved profitability. 

(b) Economic indicator suggests that the liquid 
assets of the UAE banking sector increased and 
is stable. 

(c) Improvement in international oil prices will 
boost government spending on infrastructure 
project.

(d) New announcements, on account of 100% 
foreign ownership, 10-year residency visa, which 
are expected to be in implementation effective 
Q3’ 2018.

(e) Increase in infrastructure spending on account 
of VAT collection.

(f ) Infrastructure spending on Expo 2020, Dubai, 
which will motivate new corporate entrants in 
the market. 
Needless to say, there are challenges and 

opportunities in the space of Taxation, Accounting 
and other Compliance fields in UAE. Market is 
looking for finance professional who are aligned 
with market uniqueness and possess understanding 
of multi-cultural and regulatory environment. 
There is a huge potential for both members in the 
industry as well as members in practice to support 
the businesses under the new Indirect Taxation 
Regime. The prior experience and knowledge of the 
members of ICAI in Direct and Indirect Taxation in 
India would certainly help when it is coupled with 
the understanding of the local UAE trade practices 
and Islamic principles. 

The opportunities which have emerged from VAT and 
are emerging in UAE and Saudi Arabia will continue 
in the near future in other GCC Countries including 

Bahrain, Kuwait, Oman and Qatar.

enterprises are generally managed by fulltime 
resources and requirement of accounts and 
Finance Officers are in demand to effectively 
manage the Medium Enterprises, supported by 
tax and financial advisors. 
There are quite a number of entities in the space 

of micro to small enterprises, where maintenance of 
accounts is mandated effective January 01, 2018 (as 
per Federal Law No. (7) of 2017 on Tax Procedures 
and The Executive Regulation). These micro to small 
enterprises are looking for part-time/outsource 
accounting and financial support/services to get 
an opportunity of cost effectiveness. Challenges 
are on account of lack of information structured 
accounting, segregation of accounts, personal 
transactions of managing partners/directors are 
not effectively segregated and transactions are 
intermingled in company books, this distorts the 
financials and profitability of the entity. 

Finance professional can look for cost effective 
models for book keeping and VAT compliance, 
in terms of providing integrated outsourced CFO 
function including cloud based accounting, and 
guiding enterprises in tracking Key Performance 
Indicators (KPI), Reports and key drivers for success 
and transparency. 

The Indirect Taxes Committee of ICAI published 
the first UAE VAT Background material in 
September 2017 which was revised subsequently and 
the revised version was released in January and June, 
2018. During the months of VAT implementation 
in UAE, before the VAT had gone live on January, 
2018, many articles on VAT and opportunities were 
contributed by the members of ICAI, which can be 
looked into for more details and guidance on the 
below link: http://idtc.icai.org/vat-in-uae.html.

The opportunities which have emerged from 
VAT and are emerging in UAE and Saudi Arabia will 
continue in the near future in other GCC countries 
including Bahrain, Kuwait, Oman and Qatar. At 
this point, none of the remaining countries (yet 
to implement VAT) have committed a date for 
VAT implementation. But as we move on, VAT 
should become the reality in all the countries and 
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Never doubt that a small group of thoughtful, committed, citizens can change the world. Indeed, it is the only thing that ever has. - Margaret Mead
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