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Agenda:  

Implementation of excise tax and VAT in the GCC 

1. What happened - Introduction & Background 

2. Scope of tax 

3. Specific Airport considerations 

 



Why are  
taxes being  
implemented  
in GCC? 
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Oil revenues accounted for between 70 and 95 percent of total government 

revenues during 2011–14 across the six countries. The large decline in oil 

prices has led to deteriorating fiscal balances and fiscal adjustment is 

needed. Under current policies, the fiscal deficit for GCC countries is 

projected at almost 6.5 percent of GDP in 2020. The introduction of efficient 

taxes that do not distort economic incentives or adversely affect investment 

and growth is part of the needed fiscal reform strategy.  

Breakdown of Tax Revenue   

Source: IMF estimates 

Note: Latest data is for 2014 where available; Qatar total revenue is for 2013; Kuwait 

trade tax data is for 2012; Bahrain and Kuwait property tax data are for 2004 and 

2012  

I N T R O D U C T I O N  &  B A C K G R O U N D  
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UAE 
 

Introduced Excise tax in 

October 2017 

KSA 
 

Introduced Excise tax in June 

2017 

Qatar 
 

The draft decision was 

approved on May 2017. 

It still under debate. 

Kuwait 
 

The draft of the 

legislation was 

released on April 2017. 

It still under debate 

Oman 
 

Lagging behind 

Bahrain 
 

Introduced Excise tax 

in December 2017 

The GCC 
Excise 
agreement  
(Overview) 

I N T R O D U C T I O N  &  B A C K G R O U N D  
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UAE 
 

VAT was introduced across the 

country on 1 January 2018. 

•Issued FTP law and implementing 

regulations 

•Issued VAT law and Executive 

Regulation 

•Issued the list of Designated zones 

and zero-rated medication and 

medical equipment  

KSA 
 

VAT came into effect on January 

1, 2018. 

Qatar 
 

Lagging behind but 

should implement by 1 

January 2019 

Kuwait 
 

Lagging behind but 

should implement by 1 

January 2019 

Oman 
 

Lagging behind but should 

implement by 1 January 2019. 

Bahrain 
 

Is expected to 

implement VAT in 

Q3 or Q4 2018 

The GCC VAT 
agreement  
(Overview) 

I N T R O D U C T I O N  &  B A C K G R O U N D  



How do  
Excise tax  
and  
VAT work? 
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Consumer pays higher price 

at till for excisable goods.  

How does 
Excise tax 
work? 

Wholesaler or distributor takes  

delivery of duty-paid goods 

Government 

Retailer buys from wholesaler, or 

direct from importer or factory. 

Including cost of excise. 

 

Factory or importer 

dealing in excisable 

goods register with the 

FTA 
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Factory or importer pays 

the applicable excise tax 

to FTA 

Excisable goods stocked on 

shelves, with duty included in 

price 

S C O P E  O F  T A X  



SALE PRODUCT 
AED 5000 + AED 250 VAT  

How does 
VAT work? 

2.Factory 

AED 100 AED 50 

AED 150 

AED 100 

1.Supplier 

AED 50 

4.Retailer 

Government 3.Wholesale 

SALE PRODUCT 
AED 2000 + AED 100 

VAT 

SALE MATERIAL 
AED 1000 + AED 50 

VAT 

SALE PRODUCT 
AED 3000 + AED 150 

VAT 

AED 250 AED 150 

9 

S C O P E  O F  T A X  



Which products 
are subject to  
Excise tax? 
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Which transactions 
are subject to 
Excise tax? 

Tobacco & tobacco products: 

• All items listed within schedule 24 of the GCC Common Customs Tariff 

 

 

Carbonated drinks: 

• Any aerated beverage except for unflavored aerated water 

• Any concentrate, powder, gel or extract to be made into an aerated beverage 

 

Energy drinks: 

• Any beverage which is marketed or sold as an energy drink, containing stimulant 

substances that provide mental and physical stimulation e.g. caffeine, taurine 

ginseng and guarana. 

• Any concentrate, powder, gel or extract Intended to be made into an energy 

enhancing drink       
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S C O P E  O F  T A X  



Which 
transactions are 
subject to VAT? 
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Which transactions 
are subject to 
VAT? 

• Goods: 

• Physical property that can be supplied including real estate, 

water, and all forms of energy 

 

• Services: 

• Anything which is not a good 

 

 

• Imports         
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 The scope of VAT is as wide as possible 

S C O P E  O F  T A X  
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Tax rate 

The standard VAT rate is 

5% and it is up to the 

business to prove that the 

standard rate does not 

apply. 

Excise tax rates are: 

•all tobacco products and 

all energy drinks will be 

taxed at 100% 

•all carbonated drinks, 

except for sparkling water, 

will be taxed at 50% 

S C O P E  O F  T A X  
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S P E C I F I C  A I R P O R T  C O N S I D E R A T I O N S  
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• Whenever customs duties are due VAT and Excise tax will be due 

 

‣ Customs duty suspension (bonded warehouse) also suspends 

VAT and Excise tax 

‣ Payment VAT to the customs authorities (except for the UAE) 

 

• Customs documentation used for VAT purposes 

 

‣ Compliant import document necessary for recovery import VAT 

‣ Compliant export document necessary for proof zero rating 

(exemption with input VAT recovery) 

Link between 
customs, VAT 
and Excise tax 



Airline industry: VAT impact of 
common activities* 
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Service VAT treatment 

Lounge access - included within flight ticket  0% 

Lounge access - extra charge 5% 

Excess baggage 0% 

Cancelation fee Outside the scope 

Food & beverage on board 0% 

Sales of visa to customers  5% (subject to disbursement rules) 

Charges for military or presidential flights  
Domestic - exempt 

International - 0% 

*FTA Awareness Sessions Aviation 



Airline industry: VAT impact of 
common activities* 
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Service VAT treatment 

Duty free goods sold on board 0% 

Duty free goods sold at arrivals 5% 

Duty free goods sold at departures  0% 

*FTA Awareness Sessions Aviation 
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W H A T  W E  D I D …  

• P O S I T I O N  P A P E R  

• I N D U S T R Y  A D V I S O R Y  B O A R D  

• I M P L E M E N T A T I O N  T E A M  

  M A P  A L L  S Y S T E M  M O V E M E N T S  

  S O F T W A R E  R E C O N F I G U R A T I O N    

  F R O N T  O F F I C E  T R A I N I N G   

  B A C K  O F F I C E  I M P L E M E N T A T I O N  
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L E S S O N S  L E A R N E D   

&  A D V I C E  T O  F U T U R E  I M P L E M E N T I N G  S T A T E S  
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1 . S T A R T  E A R L Y  

2 . H I R E  A  T A X  E X P E R T  

3 . S E T  U P  A N  I M P L E M E N T A T I O N  T E A M  

4 . O R G A N I Z E  A N  A D V I S O R Y  B O A R D  F O R  

   Y O U R  I N D U S T R Y  

5 .  R E M E M B E R  I T ’ S  T H E  L A W  

  P E N A L T I E S  A R E  C O S T L Y  

  Y O U R  B U S I N E S S  I S  S U B J E C T  T O  A U D I T  

    E N S U R E  Y O U R  S U P P L Y  C H A I N - C O M P L I A N C E  

    O F Y O U R  S U P P L I E R S  
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I M P A C T  W H E N  S T A T E S  I M P L E M E N T  

 

R I S K S  T O  T H E  I N D U S T R Y  

 

W H A T  I S  D D F  D O I N G ?  
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T H A N K  Y O U  


