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FROM THE MANAGING 
PARTNER - UAE

“One can choose to go back toward  
safety or forward toward growth.  
Growth must be chosen again and again;  
fear must be overcome again and again.” 
— Abraham Maslow

This saying holds true for UAE. The way the country and its leaders have 
planned and continue to forge past the chaos and adversity posed by the 
covid pandemic, is truly inspirational and can act as a roadmap for the rest of 
the world.

Shrugging the indifference of the past year, the real estate prices are running 
north again as the savings of being home bound for fifteen months are being 
invested into properties by UAE nationals and expats alike.

Meanwhile, the country-wide vaccination drive has continued unabated. By 
mid-June 2021, total 13.9M doses were given out that resulted in almost 70% 
of people eligible for the Covid-19 vaccination in the UAE been inoculated.

Boosted by the success of its covid-19 vaccination program, the UAE 
government is keen to attract more foreign investment, encourage domestic 
spending and sustain property prices by awarding UAE passports to 
deserving expats in various sectors. 

Further, in a move that has been acclaimed internationally, as well as, among 
the local expat community, the UAE Commercial Companies Law (CCL) has 
been amended to allow 100% foreign ownership for mainland companies. 
The requirement to appoint a UAE national local agent for branches of foreign 
companies has also been removed. Abu Dhabi and Dubai have already drawn 
up their list of activities eligible for 100 per cent foreign ownership and other 
emirates are expected to follow soon. 

Expo 2020 Dubai is also gearing up to help shape a post-pandemic world 
and create a better future for all. The global mega event is expected to start 
from 1 October 2021 to 31 March 2022. It was delayed by a year to allow 
all participants to safely navigate the impact of COVID-19, and also allow 
the World Expo to focus on a collective desire for new thinking to identify 
solutions to some of the greatest challenges of our time.

This issue carries an interview with Mr. Amer Khansaheb, 
the young visionary from the Khansaheb group who 
puts integrity above everything else for enduring 
business success. We also have an article mapping 
the UAE M&A landscape over the past year.  
We have latest updates from the Dubai Airport Free 
Zone, UAE taxes and an important update on VAT 
implementation in Oman.

Do write to us (update@pkfuae.com) for  
expressing your opinion on any matter included 
in the newsletter.

OUR VISION
We will be the first choice for 
companies in their selection of 
professional advisors.

OUR MISSION
We will provide quality service to our 
clients by focusing on client-specific 
needs and providing solutions to 
business problems, thereby adding 
value through expertise whilst 
maintaining integrity, professionalism 
and independence.

Stany Pereira

mailto:update%40pkfuae.com?subject=
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“Economic globalization creates wealth, but only for the elite who 
benefit from the surge of consolidations, mergers, global scale 
technology, and financial activity.” —Anita Roddick

Mergers & Acquisitions 
Landscape in the UAE

In the early months of the Covid-19 pandemic, deal-making came to a grinding halt. With the world locking down and 
masking up, shareholders and management distanced themselves from deals either by withdrawing or putting deals on 
hold. Priorities shifted to focussing on cashflows, keeping employees safe and keeping businesses running, amidst a  
global disruption that nobody predicted.

Understandably, deal values and volumes were expected to contract rapidly in the wake of Covid-19, however, in an 
unpredictable year, the opposite happened. Deal-making activities started rising when decision-makers quickly began to 
recognize the growing changes in consumer preferences and the importance of pivoting fast towards a changing business 
landscape with newly developed critical capabilities. Globally, more than 28,500 deals were announced in 2020 amounting 
to a total value of USD2.8 trillion. 

In the UAE, M&A deals that were on hold were put back into action, and with the UAE government pumping stimulus 
funding of USD27.2 billion (AED100 billion) through the Central Bank of UAE, this made deal financing accessible.  
The UAE showed a resilient recovery due to continued investor confidence and witnessed meaningful gains both in  
value and volume.  

A year in review: The resilience of M&A activity 

Worldwide, the volume of completed deals declined by 9% in 2020 compared to 2019, however, for the Middle East  
(GCC, Egypt, Jordan, and Lebanon), M&A activity increased by 6% in 2020 (235 deals) compared to 2019 (221 deals).  
In the UAE alone, there were 90 closed deals in 2020, an increase of 13%, compared to the 80 closed deals for 2019  
(Source: Refinitiv). 

Illustrative M&A deals (completed) - UAE

Target Company Industry Segment Timeline Deal Value (USD Million)

ADNOC Gas Pipeline Assets LLC Oil & gas June 2020 10,100

Abu Dhabi Property Leasing Holding Co RSC Ltd Real estate Sept 2020 2,700

Aldar Properties PJSC Real estate Mar 2021 953

Instashop Ltd. E-commerce Aug 2020 360

Al Foah Co LLC Food & beverages Oct 2020 123

Bakemart International FZ LLC Food & beverages Mar 2021 25

The Luxury Closet E-commerce Sept 2020 11

 Source: Refinitiv, PKF research
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The sectors that witnessed significant M&A activity in 
recent months, in terms of deal size, were oil and gas, 
real estate, e-commerce, food and beverages and 
healthcare. The UAE deals market attracted a significant 
interest from foreign buyers in 2020. Foreign acquirers 
accounted for more than half of the transactions, on 
account of the relaxed norms on foreign ownership by the 
UAE government. Globally on the other hand, according 
to Bain & Company, cross-border deals witnessed 
a slowdown with deal markets attracting more local 
investments given the rising scrutiny levels, trade tensions 
and Covid-19 restrictions.

Capital markets globally have witnessed a boom due to 
increased liquidity and higher savings ratios. Companies 
considering listing themselves have used Special 
Purpose Acquisition Companies (SPAC), rather than the 
traditional IPO routes, due to its shorter listing time and 
lesser regulatory hindrances. As reported by Refinitiv, 
the number of global SPAC IPOs have increased from 
a record number of 257 in 2020, to reach a total of 341 
global SPAC IPOs in Q1-2021, signifying increased 
appetite and investor confidence in capital markets.

Rebuilding M&A Capabilities for the  
Post Covid-19 World

The earlier principles on which M&A deals were executed, 
which were driven by revenue or cost synergies, still hold 
true. But Covid-19 has shown the increasing requirement 
for better business models that can withstand external 
risk factors. Adding new capabilities and diversification 
have become the norm for M&A deals. Combining forces 
has helped mitigate risks, accelerate development, and 
focus on revenue and cost synergies, as was witnessed 
with the joint-ventures for the Covid-19 vaccine 
production between Pfizer and BioNtech, AstraZeneca 
and Oxford University, and G42 and Sinopharm. 

Market disruptions have opened new avenues to explore 
and focus on, such as public-private partnerships, 
focussing on local solutions, new technologies/ digital 
solutions, sovereign wealth funds, to name a few areas. 
Going forward, the UAE deals market is expected to 
see a significant level of consolidations across sectors, 
which would help companies strengthen their balance 
sheets and create more shareholder value. As a result of 
Covid-19, an increase in the investment horizon for the 
healthcare and e-commerce sectors is expected. The 
agriculture and food processing industries will continue to 
attract a high level of interest from investors on account 
of stable returns and achieving higher food security based 
on the UAE government’s plan.

Government stimulus, combined with a low cost of 
capital, sustained rise of commodity prices and access 
to debt capital markets have contributed to the growth 
in deals. However, with the vaccination drives resulting 
in reduced critical cases, higher inflationary pressure 
due to increased commodity prices, it is unclear if the 
momentum will be sustained. Though the number of 
positive factors outweigh the negative, uncertainty in the 
economy may affect the growth of M&A going forward.

How can we help you?

We offer a wide range of business and corporate finance 
advisory services, which forms an integral part of M&A 
transactions and activities. 

We provide high quality and supportable opinions to 
listed companies, large corporate groups, and SME’s. 
Our approach is based on strong technical and analytical 
skills, as well as commercial awareness of business 
ventures. PKF has a team of highly experienced 
professionals who have several years of expertise in M&A 
related advisory and would be happy to discuss any of 
your requirements. Please feel free to get in touch with us 
on difc@pkfuae.com.

(This article is contributed by Partner, Mr. Hoshedar 
Cooper and Director, Ms. Susan Daniel, Management 
Consultancy Services Division)

Business plans / Investment memoranda 
/ Pitch decks

Business and share valuations 
(buy / sell side) 

Purchase price allocation /  
valuation of intangible assets (IFRS 3)

Preparation of financial projections

Investor identification and fund raising

Impairment testing of goodwill (IAS 36)

Financial model review / validation

Financial due diligence

Diagnostic business reviews

mailto:difc%40pkfuae.com?subject=
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Amer is a Chartered Financial Analyst and brings an extensive breadth and depth of knowledge to the industry as well as 
a rigorous analytical mind. Amer also holds a degree in Civil and Environmental Engineering as well as an MSc in Project 
Management.

Growing up, Amer always knew he would join the family business. When he came back to Dubai after completing his 
Bachelors in Engineering from the University of Beirut, he worked in the family business for about a year and a half before 
moving to Deloitte. There, he completed the Chartered Financial Analyst program. He returned to the business in 2012 
helping manage Khansaheb Investments, and today sits on the Board of Khansaheb Civil Engineering.

His expertise includes Real Estate Development, Construction Management, Financial Analysis, and Business 
Management. Outside the Khansaheb business, Amer has been a CFA Charter holder since 2010, and is a former President 
of the CFA Emirates.

We had an opportunity to sit with him to get an insight into what makes the man behind the wheel think disruption as the 
best way forward.

Interview with 
Amer Khansaheb

Q. The Khansaheb website proudly proclaims - 
Helping build the nation since 1935! Talk us through 
the fantastic journey that Khansaheb has had as an 
important partner in UAE’s nation building process.

Khansaheb was the first local Contractor in 1935, we 
have built many icons in UAE and strategic developments 
in UAE; from the first Al Maqta causeway in the 50s, to 
the first Sharjah Dhaid Road, Sharjah Airport, to Bab 
Al Shams Hotel, Mall of the Emirates and Trade Center 
underpass.  Throughout its journey Khansaheb grew into 
a family business conglomerate spanning across multiple 
industries. Today we own businesses that are working 
to raise the standard in their respective industries and 
enhance UAE’s position as leaders in those fields.

Q. Success can never be achieved overnight. Beyond 
the sleepless nights and toil what are the principles 
that have worked and still endure the work ethic in 
your group?

We put Integrity at the center of everything we do, with 
this in mind we work to the following values:

1. We behave in the highest standards of ethics and 
integrity, our word is a promise, and we deal in 
straight forward and clear manner.

2. We treat all people with respect no matter what issues 
we have with them.

3. Our work is our pride, we aim to be the best in what 
we do.

4. Our employees are our biggest asset, their safety and 
wellbeing is important to us.

5. We deal with our clients with complete transparency, 
showing them the good and the bad.

6. We seek to reduce the environmental impact and aim 
to leave a better planet for future generations

Q. Has the pandemic forced lockdown affected 
the growth of your group? Despite the pandemic, 
we heard that the group had won several projects 
including major ones at the Expo 2020 Dubai.

The Pandemic has definitely affected the growth of 
the businesses across the group. However, this never 
affected our ambition and didn’t move our eyes off the 
goal post. We know where we are heading and we are 
now back on track to achieve the growth we seek. 

Q. What can you describe as your driving force for 
achieving what you have and what continues to 
motivate you further?

Knowing that we can do better as people, as a country 
and as humans in all aspects. It is the responsibility of 
each person to work hard to achieve that.

Q. Experience, Consistent Quality, Innovation or 
Customer Service. Which of these is most important 
factor in your line of business?

All of them are very important. We achieve to deliver an 
excellent service, and for that our focus is multifaceted.
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Q. Khansaheb’s ‘Aim to be Accident Free’ program 
has led to a record breaking, accident free twelve 
months across divisions last year. Can you tell us 
more about this incredible achievement?

This is an initiative taken by our construction business. It 
took a lot of hard work in educating people on the safe 
methods of work, and in many times taking the hard 
decision to stop the work and halt progress until the 
work place and method are safe to resume. The safety of 
people is a top priority for us and we take it very seriously.

Q. You seem to be a fiercely private person when 
it comes to your family and your extra- curricular 
pursuits. What are your interests outside the  
work sphere?

I spend a lot of time with my wife and kids. I enjoy sports, 
such as playing football and recently have started playing 
tennis. I love the sea; going on boat trips and fishing. 
Unfortunately, I have been away from it for longer that I 
like. I hope that soon I can go back it.

ORIGIN OF DOLLAR

It all began in a small mountain town in north-western 
Bohemia, named Jáchymov. In the beginning of the 
16th century this town (located in what today is the 
Czech Republic) was known by its German name, Sankt 
Joachimsthal, translated as “dale (or valley) of Joachim.” 
About the beginning of the 16th century the Count of Schlick 
opened a mine in this town, and from its ore began to mint 
and issue a good amount of silver coin. These coins soon 
became in good repute all over Europe under the names of 
Schlicken thalers or Joachim’s thalers. Soon the name of 
this coin became shortened to the German taler, and from 
there became daler. By the middle of the 16th century the 
English language had added daler to its vocabulary, used in 
reference to an increasing variety of coins from Europe and 
elsewhere which were being so described. The dollar was 
proposed as the monetary unit of the United States in the 

early 1780s, and adopted formally in 1792. 

ORIGIN OF DOLLAR SIGN

The most widely accepted explanation, according to 
the Bureau of Engraving and Printing, goes back to the 
Spanish peso, which was accepted as the basic unit of 
value in colonial America during the late 1700s. Handwritten 
manuscripts dating to that time show that the peso—formally 
“peso de ocho reales” or “piece of eight” in America—was 
abbreviated PS. It’s believed that as time went on, the 
abbreviation was often written so that the S was on top of 
the P, producing an approximation of the $ symbol. The $ 
first appeared in print after 1800, and was widely used by the 
time the first U.S. paper dollar was issued in 1875.  

Yogesh Joshi 
Manager 

Back Office Support

Meet the 
Team Member
Yogesh Joshi is a Manager with Back Office Support division 
of PKF, Dubai. He qualified as a Chartered Accountant from 
the Institute of Chartered Accountants of India (ICAI) in 2006. 
He has also completed his Bachelor of Commerce degree from 
the University of Pune, India in 2001.

Yogesh, has overall eleven years of experience in the field of 
audit and assurance services and back-office support services. 
As a Manager with PKF, Yogesh has handled external audits 
for a diverse client portfolio and provides accounting and 
payroll services to companies in a wide variety of business 
sectors such as fashion luxury trading, pharmaceutical 
companies, and investment banking companies, etc. A team of 
14 qualified and semi-qualified staff members report into him.

His association with PKF UAE commenced in 2006. He has 
also worked with a leading real estate developer as a Finance 
Manager. Prior to joining PKF in 2006, Yogesh was working 
with P.V. Page & Co, a Chartered Accountant firm in Mumbai. 
During this stint, he has handled statutory audits and other 
special purpose assignments of various  
State Government departments  
and State Government  
owned companies. 

Yogesh has a keen interest in  
playing badminton and listening  
to music.

Q. You have several areas of professional expertise. 
What would you view as your favourite, or the one that 
drives you the most towards excellence?

My favourite type of work is the seeking and start of  
new ventures.

Q. How important is work-life balance in today’s cut 
throat, competitive world?

I think it is very important to have a good work-life 
balance. I believe it helps improve the well-being of 
people and help keep them grounded and focused.

Q. Any parting words of wisdom for fellow 
entrepreneurs who want to make their mark in  
the region?

I believe an important characteristic of successful people 
is their ability to learn from everything around them. They 
can take in a lot of information, cut through the nonsense 
and extract the good lessons. My advise will be to always 
focus on the data and what it indicates, and leave out the 
style of presentation and delivery.

https://www.merriam-webster.com/dictionary/Bohemia
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On 14TH March 2021, Dubai Airport Free Zone Authority 
(DAFZA) issued new DAFZA Implementing Regulations (the 
New Regulations). DAFZA has also published a Circular 
containing Q&As to explain the key provisions contained 
in the New Regulations to existing Dubai Airport Free Zone 
(DAFZA or the Free Zone) entities and applicants wishing to 
incorporate a new DAFZA entity.

Given below is a summary of some of the main provisions 
of the New Regulations:

• The New Regulations are the corporate rules and 
regulations that determine the different legal structures 
that can be incorporated in the Free Zone and how they 
legally operate once incorporated. 

• Together with a DAFZA company’s memorandum 
and articles of association (Regulation 21), the New 
Regulations provide the legal and contractual basis 
upon which a DAFZA company manages its affairs.

• The New Regulations come into force on 14 March 
2021 and should be applied by existing and new DAFZA 
entities from that date onwards.

• The old Implementing Regulations (Old Regulations)  
are repealed and replaced by the New Regulations in 
their entirety.

• The New Regulations apply to existing branches and 
companies that were incorporated in the Free Zone 
under the Old Regulations. They will also apply to any 
new entity that wishes to establish itself in the DAFZA 
after 14 March 2021.

• The New Regulations allow for the following types of 
entities to be incorporated in the Free Zone:

 — Branch – a foreign company (being any company 
incorporated in a jurisdiction outside the Free Zone) 
may establish a branch in the Free Zone 

 — FZCO – a free zone company with limited liability 

 — PLC - a public limited company with limited liability 

• There is no transition period between the Old 
Regulations and the New Regulations. The New 
Regulations come into force immediately on  
14 March 2021. However, DAFZA understands that it 
will take time for entities already incorporated in DAFZA 
to familiarise themselves with the New Regulations 
and so it will not levy fines or sanctions for a period 
of 6 months (up to and including 14 September 2021) 
for any breaches of or non-compliance with the New 
Regulations to facilitate a smooth transition. 

LEGAL DEVELOPMENTS IN UAE

DAFZA announces new 
implementing regulations 

Please note that this does not mean that you do 
not need to comply with the provisions of the New 
Regulations for six months, but if you are late in 
complying or fail to comply in the six-month period 
then there will not be a levy or sanction for doing so.

• Existing DAFZA entities should review the New 
Regulations, to see how their business may be 
impacted going forward but, in essence, there should 
be little or no change. However, there are new 
features in the New Regulations that you might be 
able to benefit from, for example, different classes of 
shares or converting into a PLC so as to pursue an 
initial public offering (IPO).

• If you are not sure of what action you need to take 
then you should enquire of your usual contact at 
DAFZA or consult your professional adviser like PKF.

Most significant changes

Public Limited Company 

• The New Regulations provide for a new corporate 
entity - a public limited company (PLC) 

• This type of entity is suited to a company that  
wishes to list and/or offer its shares (IPO) on a 
securities market.

•  A PLC is subject to more stringent reporting and 
corporate governance requirements. Some of the key 
provisions for a PLC are as follows:

 — If a PLC wishes to issue new shares it must first 
offer them to existing shareholders (pre-emption 
rights/anti-dilution).

 — PLCs have the facility for treasury shares.

 —  A PLC must seek shareholder approval at its 
annual general meeting for the reappointment of 
new directors if they have been appointed by the 
Board between general meetings.

 — A PLC must have a secretary with the requisite 
experience to fulfil the role.

 — A PLC must prepare a Directors’ report (including 
a corporate governance report) for each financial 
year which must include the names of the 
directors, a fair view of the PLC’s business and 
the risks associated to it and analysis of the 
development, performance and position of the 
PLC’s business.
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 — The New Regulations also require publication 
of the PLC’s annual report and accounts on the 
PLC’s website.

 — PLCs will either have to comply with the corporate 
governance code which applies to the securities 
market on which it is listed (for example, the 
SCA Corporate Governance Code 2020 if the 
PLC is listed on the DFM or the ADX) or have the 
discretion to adopt another corporate governance 
code. Either way, a PLC must comply with a 
corporate governance code and must state which 
one in its annual report.

 — A PLC must appoint its auditors annually.

 — In the event of a takeover of a PLC, there are 
squeeze-out provisions and also tag-along 
provisions for minority shareholders.

 —  There are also statutory merger provisions that 
ensure shareholder and creditor rights and the 
facility for schemes of arrangement.

 —  FZCOs may not offer their shares to the public 
(stated expressly in Regulation 3 of the Old 
Regulations) but PLCs are expressly permitted to 
make a public offer of shares. 

Different classes of shares

• The New Regulations allow FZCOs and PLCs to have 
different classes of shares.

Authorised share capital 

• The New Regulations make it clear that a FZCO and 
PLC can have an authorised and issued share capital. 

• This means that if a FZCO or PLC wishes to issue new 
shares it may have sufficient authorised share capital 
to issue such new shares without seeking shareholder 
approval to increase the share capital of the company.

Share currency denomination and par value 

• FZCOs and PLCs may denominate their share capital 
in any currency (usually US dollars or UAE dirhams) 
and with any par value.  
(Regulation 4 of the Old Regulations restricted FZCOs to have 
UAE dirham denomination and a par value of AED 1,000)

Share certificates 

• There is no longer a requirement to issue physical 
share certificates.

Appointment and Removal of Directors, the General 
Manager and Auditors  

• The directors, the general manager and the auditors of 
FZCOs and PLCs may be appointed or approved by 
an ordinary resolution at a shareholder meeting.

Annual General Meetings  

• Must take place on at least 21 days’ notice in writing.

Submission of annual audited financials  

• For PLCs – within 6 months of the end of the  
Financial Year

• For FZCO - within 30 days of the end of the  
Financial Year

Dormancy 

• A FZCO or PLC can apply to the Registrar to suspend 
its licence for up to 12 months or such period as 
determined by the Registrar. 

• This allows companies that wish to suspend, in the 
short term, but not terminate in the long term, trading 
in the Free Zone.

Conversion  

• There are provisions allowing for FZCOs to convert to 
a PLC, from a PLC to a FZCO and from a branch to a 
FZCO or a PLC. 

• This makes it easy to convert into a PLC in the event 
that you wish to IPO.

Unfair prejudice  

• A shareholder of a FZCO or a PLC has the right to 
apply to the courts in relation to an act or omission 
by the company which would be prejudicial to the 
shareholder.

(This article is compiled by Mr. Chaitanya G. Kirtikar,  
Senior Manager, Structuring Services Department) 

EVENTS AND HAPPENINGS
VIRTUAL EVENT

PKF EMEI region hosted this year’s virtual 
EMEI Regional Meeting, 18th – 20th May 
2021. The three-day event featured a 
variety of timely and relevant topics, expert 
presentations, and panel discussions with 
speakers from both the PKF International 
team and member firms in the EMEI region. 
The event was aimed at equipping member 
firms with the tools needed to grow and 
enhance their individual businesses,  
and facilitate further collaboration within 
the network.

TAX UPDATE

In this second quarterly issue for 2021, the PKF Worldwide Tax Update 
brought together notable tax changes and amendments from around the 
world, each followed by a PKF commentary that provides further insight 
and information on the matters discussed. Please contact local PKF 
Office for more details. 

SUSTAINABILITY OF ARTISANS

A webinar was organized by the RSLE Focus Group (Retail Small and 
Large Enterprises) of the Indian Business and Professional Council on 
a very contemporary issue - Sustainability of Artisans in India : Revival 
of Arts and Crafts of India. The session was held on 22 May 2021 with 
a panel of members from The Crafts Council of India and moderated by 
our Partner, Mr. Shajan Abraham.
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Date Tax Type of 
update

Particulars of 
update

Mar 
2021 VAT Public 

Clarification

Adjustment on 
Account of Bad 

Debt Relief

Mar 
2021 VAT Business 

Bulletin
Artists and Social 
Media Influencers

Apr 
2021 VAT Business 

Bulletin Automotive Sector

Apr 
2021 VAT Public 

Clarification

Temporary Zero-
rating of Certain 

Medical Equipment

Apr 
2021 VAT VAT Guide

VAT Refund User 
Guide Business 

Visitors – Updated

Apr 
2021 VAT VAT Guide Real Estate Guide 

– Updated

Apr 
2021 VAT Cabinet 

Resolution

Amendment to 
administrative 

penalty provisions

Jan 
2021

Excise 
Tax

Excise User 
Guide Excise Tax Refund

Feb 
2021

Excise 
Tax

Excise User 
Guide Excise Tax Return

TAX UPDATE

United Arab Emirates (UAE) VAT, Excise and 
Economic Substance Regulations (ESR) Updates

VAT and Excise

The UAE Federal Tax Authority (‘FTA’) has issued public 
clarifications, business bulletins, guides and cabinet 
resolution since our last tax update. Key updates are  
as below:

Summary of above-mentioned key updates are as under:

VAT Public Clarification on adjustment on account of Bad 
Debt relief (VATP024)

The Public Clarification clarifies the conditions which are 
required to be fulfilled in order to carry out adjustment in 
VAT Return on account of bad debts. 

Basic Tax Information Bulletin on Artists and  
Social Media Influencers

The business bulletin addresses tax implications with 
respect to various activities carried out by Artists and 
Social Media Influencers (SMIs). It has been clarified that 
if an artist/SMI provides advertising services to a UAE 
based company, such services would be chargeable 
to VAT at 5% even if such advertising services are 
performed outside the UAE.

Basic Tax Information Bulletin on Automotive Sector

The business bulletin addresses tax implications with 
respect to transactions undertaken by registrants 
operating in automotive sector.

Apart from other general briefing, the said bulletin also 
specifies that in case a service centre reclaims cost of 
supplies made under warranty from a manufacturer based 
outside the UAE, VAT would be applicable at standard 
rate since repair and maintenance services on the vehicle 
are physically provided in UAE.

VAT Public Clarification on Temporary Zero-rating of 
Certain Medical Equipment (VATP025)

The zero rating of specified medical equipment such as 
face masks, gloves etc. has been extended to December 
31, 2021.

VAT Refund User Guide for Business Visitors

The guide has been updated to specify that a foreign 
business is entitled to a VAT refund in respect of 
expenses incurred on or after the effective date of the 
agreement between the UAE and such foreign country to 
which the business belongs.

Further, the document requirements and mechanism of 
providing the documents while completing the Refund 
form have been updated. The period of retention of 
documents in hard copy by FTA has been notified as six 
months (in case Refund Application is submitted to the 
FTA without a prepaid envelope).

VAT Guide on Real Estate

The guide has been updated to specify that a refund 
claim against VAT incurred on the construction of a 
new residence by a UAE National, subject to other 
conditions, may be filed within 12 months from the date 
of completion of newly built residence. Previously, the 
time limit to file such refund claim was 6 months from the 
date of completion of newly built residence.

Cabinet Resolution on Amending Some Provisions  
of Administrative Penalties Imposed for Violating the 
State’s Tax Laws 

FTA has recently issued Cabinet Resolution No. (49) of 
2021 amending some Provisions of Cabinet Resolution 
No. (40) of 2017 on Administrative Penalties Imposed 
for Violating the State’s Tax Laws. The effective date for 
such Cabinet decision would be 60 days after the date of 
issuance of the Cabinet Decision i.e., 60 days from 28th 
April 2021.

Apart from considerable reduction in administrative 
penalties on violation of provisions of UAE VAT Laws, the 
cabinet resolution has introduced an amnesty scheme 
that would enable registrants to pay 30% of applicable 
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penalty amount that was levied prior to the effective date 
of said resolution and which remains unpaid, if such 
amount is paid prior to December 31, 2021.

Excise Tax Refund User Guide

The guide has been updated to include section on 
reviewing the status of excise refund claim submitted. 
This section specifies and provides explanation of various 
statuses that can be reflected on the FTA portal in respect 
of such refund claim submitted online.

The Guide has been updated to include the procedure of 
submitting declaration form EX202A - Designated Zone 
Reporting - Production within a Designated Zone.

ESR

The Government of United Arab Emirates (“UAE”), 
introduced the Economic Substance Regulations (the 
“Regulations”) on 30 April 2019 vide Cabinet Resolution 
No. 31 of 2019.  

The said Regulations were amended retrospectively vide 
Cabinet Resolution No. 57 of 2020. 

The Regulations (as amended), inter-alia, envisages 
two types of annual compliances namely, (i) filing of the 
‘Information Notification’ within six months from the end 
of the accounting year and (ii) filing of the ‘Substance 
Report’ within twelve months from the end of the 
accounting year. 

After successful filings undertaken for the first year, all 
the in-scope entities shall be expected to fulfil their filing 
obligations for current financial year as well. 

UAE based entities should continue to access 
the applicability of the Regulations and undertake 
the applicable compliances to avoid any penal 
consequences. 

(This article is compiled by Ms. Sarika Dhameja, Director, 
Tax Services)

OMAN UPDATE

Oman Budget 2021 to focus on enhancing 
non-oil revenue and reduce spending

Apart from above, the Tax Authority issued various guidelines and notifications to ease the registration and transitional 
issues faced by the businesses. Some of the important notifications are as follows:

Notification Date

Royal Decree 121/2020 – Promulgating the Value Added Tax (VAT) Law (OVL) 12th October 20

VAT Registrations started 1st February 20

Tax Authority decision no. 53/2021 – issuing the Executive Regulations for the VAT 
Law (OVER) 10th March 21

VAT Go-Live 16th April 2021

• VAT Information sheet and FAQ

• VAT Transitional Guide

• Guide for VAT registration – Companies with CR, 
Individual and Non – residents

• VAT for Free Zones

• Zero rating of Basic Food items 

• Notification for Simplified Tax Invoice 

• Clarification for registration with and licensing by 
Ministry of Minerals and Energy

• Zero rating of medicine and medical equipment and    
many more

Further the Tax Authority became quite active starting from April 2021 and were very cordial and helpful in clarifying the 
issues that the tax payers faced either by way of email inquiries or personal visits to their office.
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Transaction UAE VAT Regime Oman VAT Regime

Basic Food items UAE FTA has not notified any basic food 
items to be zero rated. Meaning thereby, all 
food items such as milk, vegetables, water, 
etc. is subject to 5% VAT rate.

Oman Tax Authority (OTA) has notified 488 basic food 
items such as fruits, vegetables, water, milk, cereals, 
pulses, etc. which are subject to 0% VAT rate.

Supplies to 
Designated Zones

Supply of goods and services from mainland 
UAE to Designated Zones are subject to VAT 
at normal rates (5% in most cases).

As per article 102 – 107 of Oman VAT ER, supplies to 
special zones are zero rated subject to fulfillment of  
certain conditions.

Supplies by / to Oil 
and Gas Sector

Only Supplies of Crude Oil and Nature Gas 
are zero rated. Any supplies related to these 
are standard rated.

Supplies by / to Upstream and Midstream Oil and  
Gas companies are zero rated subject to fulfillment of 
certain conditions.

Lease of  
residential premises

Lease of new residential premises i.e. within 
3 years of construction is zero rated, else 
such lease is exempted

No such bifurcation is provided in OVL and OVER. Lease 
of residential premises is exempt from VAT subject to 
fulfillment of certain conditions

Sales return Output VAT can be reversed on sales returns 
irrespective of time period after which such 
sales returns happen.

Output VAT on sales returns can be reversed only if such 
returns happen within 3 months from the date of supply.

Post supply 
discounts / 
variations

As per UAE VAT Law, value of a supply shall 
be reduced in proportion to discounts made 
before or after the date of Supply, provided 
it is funded by the supplier and the customer 
has benefited from reduction in price.

Oman VAT ER has a unique provision with regards to post 
supply discounts. which requires published, consistent and 
a commercial policy for discounts.

This means that for any impulse discounts offered to 
customers, settlement discounts, etc. which are not as  
per consistent policy of the company, no output VAT can 
be reversed.

Healthcare Sector All preventive and basic healthcare services 
are zero rated. Any cosmetic surgeries are 
subject to 5% VAT

Oman has taken a unique approach to health care sector

Approx. 400 notified medicines and medical equipment are 
zero rated

Health care services such as doctor services, diagnostic 
services are exempt from VAT

Interestingly cosmetic surgeries are also Exempt from VAT 

Transitional 
Provisions

UAE VAT Executive regulations gave a 
legal right to charge VAT in addition to the 
contract prices if the customer was VAT 
registered and had right to recover VAT.

Oman VAT ER clearly stated that the right to recover VAT 
was upto the contractual terms between the supplier 
and customer. Hence even though the customer is 
VAT registered and has full right to recover VAT, if the 
contractual terms state that the agreed prices are inclusive 
of duties and taxes or the contract is silent on VAT clause, 
the supplier does not get any legal right to charge VAT in 
addition to agreed contract price.

What Next?

Now since that VAT is already live, the most important thing to manage is the ongoing day to day compliances with regards 
to VAT Invoice, applying correct VAT rate, ensuring that you obtain proper tax invoice from supplier, the input VAT credits 
are properly flagged for posting and report generation for VAT returns etc. We strongly suggest that the finance team or 
the internal audit team should do regular verification of invoices or should take assistance of professional expert initially for 
3 months or so and then take it over from then. Further the companies should also have a mock VAT return prepared and 
reconcile with the trial balance for 16th April to 31st May 2021 as a preparatory measure for ultimate filing of VAT return in 
July 2021.

At PKF, we wish you all the very best for VAT go-live and we shall be more than happy to support you in whatever way  
we can. 

(The article is compiled by Mr. Kushal Parikh who is working as a Consultancy Manager with PKF Oman)

Key differences between Oman and UAE VAT Regimes

Since now VAT is live in 4 GCC countries, let’s have a look at some key differences between Oman and UAE VAT regimes.



OFFICES / CONTACTS 
IN THE UAE AND OMAN

DUBAI / JEBEL ALI
S.D. Pereira
T: (971-4) 3888900
F: (971-4) 3552070
E: dubai@pkfuae.com

DUBAI INTERNET CITY
S.D. Pereira | H. Cooper
T: (971-4) 4495430
F: (971-4) 3908836
E: dic@pkfuae.com

DIFC
S.D.  Pereira | H. Cooper | S. Abraham
T: (971-4) 3857285
F: (971-4) 3257294
E: difc@pkfuae.com

SHARJAH/HAMRIYA FREE ZONE
S.D. Pereira
T: (971-6) 5740888
F: (971-6) 5740808
E: sharjah@pkfuae.com

ABU DHABI/AIRPORT FREE ZONE/
ADGM
Jyotin Dholakia
T: (971-2) 6261715
F: (971-2) 6261716
E: abudhabi@pkfuae.com

SULTANATE OF OMAN - MUSCAT
P. R. Bhaya  |  Z.J. Patwa 
I. R. Pereira  |  A. C Athalye 
B. B. Poojari
T: (968) 24 563195 /6 /7
F: (968) 24 563194
E: muscat@pkfoman.com

PUBLICATIONS

• Practice Profile

• Doing Business in the UAE

• Credentials

• Free Zones in the UAE

All the foregoing publications can be 
obtained from any of the offices in UAE 
and Oman.

PKF UAE is a member firm of the  
PKF International Limited family of legally 
independent firms and does not accept any 
responsibility or liability for the actions or 
inactions on the part of any other individual 
member or correspondent firm or firms.

This document has been prepared as a general guide. It is not a substitute for professional advice. 
Neither PKF UAE nor its partners or employees accept any responsibility for loss or damage 
incurred as a result of acting or refraining from acting upon anything contained in or omitted from 
this document. If you wish to be included on the regular mailing list for this newsletter, forward your 
request and a mailing address to 

Ms. Greeta Creado, P.O. Box 13094, Dubai, U.A.E. E-mail: gcreado@pkfuae.com

Range of Services
Audit, Assurance & Advisory

• Statutory audit
• Other assurance  

services including 
Agreed-upon Procedures

• Compilation of 
financial statements

• Agreed-Upon Procedure for RERA
• In-Country Value (ICV) certification 

for ADNOC
• Training, consulting and 

implementation of IFRS
• Internal audit including 

compliance for DFSA 
regulated entities

• Business risk identification
• Internal control review
• Risk management review
• Finance and Accounting 

Procedures Manual
• System and Operating 

Procedures Manual
• Due diligence reviews
• Forensic and other investigations
• Delegation of authority matrix

Corporate Finance

• Financial due diligence
• Market analysis and feasibility 

studies with financial forecasts
• Business & share valuations
• Identification & valuation 

of intangible assets on a 
business acquisition 
(purchase price allocation)

• Impairment reviews
• Preparation of Business Plans 

and Information Memoranda
• Fund raising
• Advice on partner / shareholder 

entry / exit
• Review of financial models
• Sale of business

Structuring Services

• Entry strategy
• Free zone, mainland and offshore 

company formation
• Identification of local sponsor
• Administration services including 

company secretarial services
• Registered agents’ services

Business Process Outsourcing

• Book keeping and  
accounting services 

• Payroll and HR management 
and processing

• Confidential processing 
of payroll 

• Short term placement of 
accounting staff

• Outsourced accounting 
& payroll services for 
DIFC companies

• Fixed asset management 
• Inventory verification 

and reporting 

Tax Advisory and Compliance

• Tax Advisory Services
• VAT and Excise Tax 

Implementation support 
• VAT and Excise Tax 

registrations, amendments and 
deregistration

• Assistance in preparing and 
filing of VAT and Excise Tax 
returns 

• Diagnostic reviews and health 
checks for VAT and Excise

• Represent / liaison with relevant 
authorities on taxation matters

• Tax Agency Services
• Assistance in evaluation, 

preparation and filing of reports 
under UAE ESR and CbCr 
regulations

• Cross-Border tax advisory
• Tax due diligence
• Training on tax matters
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