Business considerations

VAT and cash flow

Intra GCC transactions

There are a variety of opportunities to improve VAT cash flow
and these typically involve deferring the payment of VAT due
or improving the timing of recovery of VAT on costs, or both.

It is expected that there will be specific rules dealing with the
VAT treatment of supplies of goods and services from a supplier
in one GCC country to a customer in another GCC country.
These rules may also differentiate when these supplies are
made to VAT registered persons or otherwise. For example, the
supply of goods by a VAT registered business to a VAT registered
customer in another GCC country would require the customer
to self-account for VAT upon acquisition of the goods
(as opposed to the supplier accounting for VAT upon sale).

For example, where your business imports a significant value
of goods there may be import VAT deferment schemes
available to you to improve the business cash flow. Looking at
the optimal management of accounts receivable and payable
will improve your cash flow. And there may be other
considerations such as ensuring business promotion schemes
maximise VAT cash flow savings.
Cash flow planning should be considered across the various
business departments. For example improved billing and
collection systems and processes for collecting from your
customers and paying your suppliers can assist in minimising
any adverse cash flow impact of VAT.

Customs and international trade
With cross border trade of goods, businesses need to deal with
a wide range of import and export regulations. When goods
enter a territory, there are numerous customs related
formalities to be complied with. Depending on the origin of
the goods, importers may also have to deal with quota regimes
or a different duty treatment.
VAT will add an additional layer to these existing requirements.
If VAT issues, such as who is the importer of record, are not
assessed and clarified they can have an impact on your cost
structure, if not handled correctly.

Detailed recording and reporting of these intra GCC supplies
will be required and this will likely require more
administration and resources to ensure compliance.
Businesses involved in cross border supplies in the GCC need
to consider these additional requirements when planning for
VAT implementation.

Government
Supplies of goods or services made by Government authorities
do not ordinarily amount to the carrying on of business. Thus
the introduction of the tax in the GCC is not expected to
ordinarily include the Government as they are not taxable
persons for VAT purposes.
However the VAT is expected to have application in situations
where supplies are made by statutory or local authorities
which are equivalent or similar to those supplied by taxable
persons in the course of furtherance of their business (as not
doing so could lead to significant distortions in competition).
VAT would not however apply to supplies made by those
statutory bodies and local authorities in executing their
regulatory and enforcement requirements.
The Government is likely to be treated as an ‘exempt person’,
meaning they would be relieved from paying that tax and
taxable persons making taxable supplies of goods and services
to the Government would likely not be required to charge VAT.
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