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VAT INSIGHTS

VAT — IMPORT AND EXPORT

As of January 1st 2018, the meaning of the
words import and export will change in
GCC.

For VAT, flows between implementing
states will not be considered as import or
export, but asinternal supplies. Import and
export will refer to flows to or from non-
implementing states and the rest of the
world.

On a VAT standpoint, an importation is a
taxable event by itself. Import VAT must
be paid at the relevant customs office.
However, KSA and UAE regulations
provide, under several conditions, a
possibility to apply the reverse charge
mechanism in the VAT return for import
VAT.

The taxable base is composed by the
customs value, which is the addition of the
price paid or payable and several costs
incurred--for instance, commissions, cost
of the containers, cost of packing, royalty
and license fees related to the goods, cost
of transport to the port or place of
importation, loading, unloading, handling
and insurance costs, etc. The customs
duties must be added to this value to
determine the VAT taxable base. When a
good has been temporarily exported for
manufacturing, processing or repair when

the re-import occurs, the taxable value
will be limited to the value added by the
work done plus the customs duties.

Exportations are zero-rated operations.
The rate zero applies whether they were
direct deliveries by the exporter or
deliveries carried out through an
intermediary acting on behalf of the
exporter.

In all cases, for import and export, customs
document, transport and commercial
documents must be kept preciously to
avoid any VAT reassessment later on.

A serious difficulty can arise when the
goods are transported or dispatched by
the foreign buyer or on his behalf. This is
the case of contracts known as
“departures,” for which incoterms like
EXW are used. In this case, the supplier
must add in the contract an obligation to
be provided with all the export
justifications.

The non-implementing states will face a
competitive disadvantage since their
exportations to implementing states will
be taxed at 5%, while imports in the same
non-implementing states will not bear
VAT.
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