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VAT INSIGHTS

VAT ON TELECOM AND
E-SERVICES

Both activities are provided with the same
VAT regime.

However, the scope of each business is
quite  different.  Generally, telecom
operations are more domestic, whereas e-
services are provided on a worldwide
basis.

The definition of telecom services in KSA
and UAE regulations are quite the same,
and refer mainly to  delivering,
broadcasting, converting or receiving any
services using any communications
equipment or devices that transmit,
broadcast, convert, or receive such
service by electrical, magnetic,
electromagnetic, electrochemical or
electromechanical means or other means
of communication. UAE regulations give a
general definition of electronic services,
which are services automatically delivered
over the internet, or an electronic
network, or an electronic marketplace.

The tricky thing is less the definition of the
supply than the place of supply, which is
the place of actual use and enjoyment of
the services.

There is no clue in UAE laws, but KSA
regulations give a cluster of clues to help
the supplierto tax at theright place.

The first criteria is where the physical
presence of the client is obvious: at a
telephone box, a telephone kiosk, a Wi-Fi
hot spot, aninternet café, arestaurant or a
hotellobby.

If not applicable, the others criteria are; the
invoicing address of the customer, the
bank account details of the customer, the
IP address used or the country code of the
SIM card used.

The provider must rely on factual
information provided by the client in the
website, which he verifies with normal
commercial security measures, such as
those relating to identity checks or
payments. Is this sufficient for the
accuracy of the place of taxation?

Is one information sufficient to define the
place of taxation? What if there are two
contradictory pieces of information?
There are ways with IT developments for
website and ERP to bring safety in the
provider's processes.

Another drawback for the telecom and
electronic services providers is the unfair
competition by non-GCC providers who
are supposed to register in implementing
states in order to invoice with local VAT.
There is no efficient solution to oblige
themto register.
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