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Tax Procedures Public Clarification

Amendments to the Penalties Regime

Issue

On 28 April 2021, the Cabinet issued Decision No. 49
of 2021 on Amending some Provisions of Cabinet
Decision No. 40 of 2017 on Administrative Penalties
for Violations of Tax Laws in the UAE (“Cabinet
Decision No. 49 of 2021”)1. Cabinet Decision No. 49
of 2021 amended some of the administrative
penalties applicable to certain violations and allows
for a redetermination of some of the penalties
already imposed.

This  Public  Clarification  provides detailed
information on the introduced amendments to some

of the administrative penalties.

Summary

Cabinet Decision No. 49 of 2021 amends certain
penalties applicable to violations listed in the Tables
appended to Cabinet Decision No. 40 of 2017 on
Administrative Penalties for Violations of tax laws in
the UAE (collectively referred to as “Cabinet

Decision”).
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Detailed discussion

Background

The UAE introduced Excise Tax and VAT with effect
from 1 October 2017 and 1 January 2018,

respectively.

In order to offer consistency in the administration of
different taxes, a set of common tax procedures
concerning the rights and obligations of the FTA and
taxpayers has been developed and prescribed in
Federal tax procedures legislation, including in
Federal Law No. 7 of 2017 on Tax Procedures (“FTP
Law”). These Federal tax procedures apply to all

Federal taxes under the jurisdiction of the FTA.

Article 25 of the FTP Law? specifies a number of
violations which are subject to administrative
penalties. This Article also directs the Cabinet to
issue a decision that specifies administrative
penalties for each of the violations listed in the
Article, on condition that each of such penalties
cannot be less than AED 500 for any violation and
cannot exceed three times the amount of tax in
respect of which the penalty was levied.

The specific penalties for each violation are
prescribed in the Cabinet Decision No. 40 of 2017,
which was issued on 24 September 2017. These
penalties have been applied to violations since the

introduction of the VAT and Excise Taxes.
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On 28 April 2021, the Cabinet has issued the Decision
No. 49 of 2021, which amends some of the
administrative penalties applicable on the violations
stated in Tables appended to Cabinet Decision No. 40
of 2017. This Public Clarification discusses some of
the more significant amendments in more detail to
ensure that there is certainty regarding the
application of these amended penalties.

The first part of this Public Clarification lists the
administrative penalties, while the second part of
this Public Clarification discusses administrative
penalties in Table 1 annexed to Cabinet Decision No.
40 of 2017 and its amendments where the

mechanism of calculation has been changed.

Details relating to the redetermination of

administrative penalties in accordance with the Third
Article of Cabinet Decision No. 49 of 2021 are
discussed in the Tax Procedures Public Clarification
“TAXPO02 - Redetermination of Administrative
Penalties Levied Prior to the Effective Date of Cabinet
Decision No. 49 of 2021”, available on the FTA’s

website.
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Part 1: Administrative Penalties

United Arab Emirates

Lyl cilal & :(1) £ iadl

Table No. 1

On Violations and Administrative Penalties related to
the Implementation of Federal Law No. 7 of 2017 on
Tax Procedures

(1) a8 g

Gkl Adlatial) 4y o) clal_ad) g cildllaal) ol

L pudal) sl Y ld 8 2017 L (7) ady i) ¢y gilall

No. Description Penalty (AED) dal_ad) ua gl
1 | The failure of the Person 10,000 for the first 54l e (10,000) sl @A) il oL aae
Eondu:‘ting Busindess to ; time. . R 3 glladl) el ey JleeY)
eep the required records 20,000 in case o . . - " . .
s 22l e e Ay
and other information repetition. «* (20,000) ‘i:\ . \)X:d‘ > | %\c.é
specified in the Tax IS | Ot A gl el a5
Procedures Law and the gyl
Tax Law. [piands i
*Reduced
2 | The failure of the Person 20,000 (20,000) b A i) Bl aae
conducting Business to Bkl 5 bl apaity Jlec Y
submit the data, records, Aalll Ay juall Adlatiall Cilasioall
and documents related to e dael s
Tax in Arabic to the T e Aell A B nd
Authority when requested. il o
*Not amended
3 | The failure of the Taxable 10,000 (10,000) iy Ay puall puzalall old oo
Person to submit a saaaall dgall DA Janadl) (il
re'gls.tratlon‘app ication eyl () sl
within the timeframe o
specified in the Tax Law. e
*Reduced
4 | The failure of the 1,000 in case of AUl die (1,000) | sladl ks andly Jasal) oL axe
Registrant to submit a delay, and on the iy s bl it saaaall Aleadl J3a Jaail
dej're.g|strat|f)n application same date monthly sy e g el (sl
within the timeframe thereafter, up to a u.,/‘"_;.u_l/uy/ .
specified in the Tax Law. maximum of 10,000. .(10,000) =¥ e
*New mechanism explained
below
5 | The failure of the 5,000 for the first 5l (e (5,000) 6L Auedl £3Uh Jasall 5L8 aae
RegLstrant t]:) inform the time. f AR Al gaall Jaant llats S8 s
i 1 i .. . P
Aut ority of any . 0,00.0.|n case o Alla 5 (10,000) 1 o yoall s Al
circumstance that requires | repetition. - ! il el
the amendment of the sl Al
information pertaining to el o7

its Tax record kept by

Authority.
*Reduced
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The failure of the Legal 10,000 (10,000) 0o (Sl Jiadl ald are
Representative of the oo gL Ay pall palill
Taxable Person to inform I3 4] G 58 San digens
the Authority of its .

appointment as Legal UJS" O el el sl
Representative within the Jsal e Aladl o2a 8 Cilal 2l
specified timeframe, in Aalal) el Jiadll
which case the Penalties L7 a7*
will be due from the Legal

Representative’s own

funds.

*Reduced

The failure of the Legal 1,000 for the first 554l e (1,000) 0o Sl Jiadll ald are
Representative for the time.

Taxable Person to file a Tax
Return within the specified
timeframe, in which case
the Penalties will be due
from the Legal
Representative’s own

funds.
*Not amended

2,000 in case of
repetition within 24
months.

sy
oSl s d(2,000)
e (24) 33 DA

DVAY) aaaiy Ay puall palal)
sl el gall JUA o puall
o2 & el il (65 of e
A Jiaall J)sal (e A
Aalal)

lebaed 2 ol

The failure of the
Registrant to submit the
Tax Return within the
timeframe specified in the

Tax Law.
*Not amended

1,000 for the first
time.

2,000 in case of
repetition within 24
months.

54l e (1,000)
!

DS Al Jé(2,000)
e (24) 32 DA

DAY anaty Jasall ol axe
& sl Al PPy ezl
gl O )

lelaed s ol

The failure of the Taxable
Person to settle the
Payable Tax stated in the
submitted Tax Return or
Voluntary Disclosure, or
the Tax Assessment he was
notified of, within the
timeframe specified in the

Tax Law.
*New mechanism explained
below

1. The Taxable
Person shall be
obliged to pay
the penalty
applicable to
late payment of
Payable Tax up
to a maximum
of 300%,
pursuant to the
following:

a. 2% ofthe
unpaid Tax
shall be due
on the day
following
the due
date of
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payment,

where the
settlement
of Payable
Tax is late.

b. 4% monthly
penalty is
due after
one month
from the
due date of
payment,
and on the
same date
monthly
thereafter,
on the
unsettled
Tax amount
to date.

For the

purposes of this

penalty, the due
date of payment
in the case of
the Voluntary

Disclosure and

Tax Assessment,

shall be as

follows:

a. 20 business
days from
the date of
submission,
in the case
of a
Voluntary
Disclosure.

b. 20 business
days from
the date of
receipt, in
the case of a
Tax
Assessment.
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10 | The submittal of an 1. Fixed penalty Ll gl 1 e Ol Bl adh Jawsdll oL8 | 10
incgrrect Tax Return by the shall be applied: A5 Zanaa e
RegIStrant ' ‘ 1’000 fOI’ the 3‘)“” e (1’000) aLi_)/‘E.),J.I;J/ {JS//C)JPJ*
*New mechanism explained . i .
below first time. R

2,000 in case of
7 u\; .
repetition. «* (2,000)
J y<al)

2. As an exception -~ )S'J
to Clause 1 of (1) 2l e L) 2
this penalty, if Al pall o2a (e
the incorrect DAY e g Ja
Tax Return . ol
results in a Tax P"”
difference less B ganall
than the fixed e 8 o
penalty listed in A A 2l
Clause 1 of this sl i 5,588
penalty, a e
penalty equal to Aal Al o3 0 (1)
the that Tax Ll e s aly
difference of at G (5 g
Iea§t 500 shall J Y e el
be imposed. i

3. Anyone o222 (500) o=
correcting their Ua R (e Sl 3
Tax Return prior s Baaaall dal jall
to the due date e (2)5 (1) o
of payment i )
shall be e S Al Al o0
excluded from o)) B mauay
the penalty FS i o pal)
imposed under 8l Glinial
Clauses 1 and 2
of this penalty.

11 | The submittal of a Without prejudice O 38 Ly JAY) o0 Ay pall adly [uaddll old | 11

Voluntary Disclosure by the
Person/Taxpayer on errors
in the Tax Return, Tax
Assessment or refund
application pursuant to
Article 10(1) and 10(2) of

the Tax Procedures Law.
*New mechanism explained
below

to the potential
consequences of the
penalty mentioned
in Clause 10 of this
Table, a percentage-
based penalty shall
be applied on the
difference between
the Tax that was
calculated and that

35Sl dal 2l s e
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which should have

been calculated,

pursuant to the
following:

1. 5%onthe
difference,
where the
Voluntary
Disclosure is
submitted
within one year
from the due
date of
submission of
the Tax Return,
the Tax
Assessment, or
the relevant
refund
application;

2. 10% on the
difference,
where the
Voluntary
Disclosure is
submitted
within the
second year
following the
due date of
submission of
the Tax Return,
the Tax
Assessment, or
the relevant
refund
application;

3. 20% onthe
difference,
where the
Voluntary
Disclosure is
submitted
within the third
year following
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the due date of
submission of
the Tax Return,
the Tax
Assessment, or
the relevant
refund
application;

4. 30% on the
difference,
where the
Voluntary
Disclosure is
submitted
within the
fourth year from
the due date of
submission of
the Tax Return,
the Tax
Assessment, or
the relevant
refund
application;

5. 40% on the
difference,
where the
Voluntary
Disclosure is
submitted after
the fourth year
from the due
date of
submission of
the Tax Return,
the Tax
Assessment, or
the relevant
refund
application.

&l e (%40) .5
A da a5l
i) i
Bl ay o 5kl
Fl (e Anl )
DAY Gleai)
prtl) ol o puall
b gy el
Alall g3 ala yiwY)

12

The failure of the
Person/Taxpayer to
voluntarily disclose an
error in the Tax Return, Tax
Assessment, or refund

Without prejudice
to the potential
consequences of the
penalty mentioned
in Clause 10 of this

iy A L JOAY) o0
3 5S3all dal 2l s e
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application pursuant to
Article 10 (1) and 10(2) of
the Tax Procedures Law
before being notified by
the Authority that it will be

subject to a Tax Audit.
*New mechanism explained
below

Table, the person
will be subject to:

1. A penalty of
50% on the
amount of
error.

2. Apenalty of 4%
for every month
or part of the

sle pad «J saal)

HEE N

(%50) iy 4l 2 1
sl laie e

(%4) s il 22
s 5 el IS e
Ge sl 0n el G

0o (2)5 (1) Ol Tad g iy yual)
Glel_aY) 0 5B (e (10) alall
Ao oy pall Gl

oLiof sy l) LIV 7yl a7

month, of the Sy
following: e Ay gl
a. The unpaid diell A giaal
Tax to the s
; TN m
Authority, e
from the ) Glaai
date the Ay pall 3
payment is i il
dule for t:e Sl 5
relevant Tax .
1 sl
Period until "'”J“f poritd
the date of A dy pall o
receipt of Lell W &1
the Tax 2 il i
Assessment. .
)90 AL s
b. The Tax that . ué . J“'
was not TR e~
returned to 2 yil
the e gyl
ﬁuthtorlty iy gl
ue to -
i) i
ineligible ¢ T
refund, from st pall anstl
the date of
Tax refund
until the
date of
receipt of
the Tax
Assessment.
13 | The failure of the Person 20,000 (20,000) o s Gl e | 13

conducting Business to
facilitate the work of the
Tax Auditor in violation of

G gl ity JleeY)
salall AlSa Y dallaally il )
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the provisions of Article 21

of the Tax Procedures Law.

*Not amended

Sl Y o5 o (21)
A pal)
teboni g o

14

The failure of the
Registrant to calculate Tax
on behalf of another
Person where the
Registrant Taxable Person
is obliged to do so under

the Tax Law.
*New mechanism explained
below

The Registrant
shall be obliged
to pay the
penalty
applicable to
late settlement
of Payable Tax
uptoa
maximum of
300%, pursuant
to the following:
a. 2% ofthe
unpaid Tax
is due on
the day
following
the due
date of
payment,
where the
settlement
of Payable
Tax is late.
b. 4% monthly
penalty is
due after
one month
from the
due date of
payment,
and on the
same date
monthly
thereafter,
on the
unsettled
Tax amount
to date.
For the
purposes of this
penalty, the due
date of payment
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in the case of (20) = skl
Voluntary O das o s
Disclosure and s Ao
Tax Assessment, Y
shall be as el Ja 2
follows: (20) (upal!
a. 20 business O das o s

days from e (e e

the date of Al Gt

submission,

in the case

of a

Voluntary

Disclosure.
b. 20 business

days from

the date of

receipt, in

case of a

Tax

Assessment.

15 | A Person not accounting 50% of unpaid or e Ay pall e (%50) (sl lusialy a3 3l ol aae | 15
for any Tax that may be undeclared Tax. Oladl e ol de gl e diatie () <5 a8 Ay pea
due on the import of goods e o5l G AL 3
as per the Tax Law. ’

*Not amended ‘F‘U"‘J‘
e il
Table No. 2 (2) ad) Jgi

On Violations and Administrative Penalties related to Gkl Adlatial) 4y 0¥ clal_ad) g cildlaal) ol

the Implementatzlg: 70:) ::estlir:cle 3:;"63 Law No. 7 of 4y pal) ol 2017 4_,,...: (7) pdu alad) ¢ siy o g pal)
Aiaity)

No. Description Penalty (AED) Al ) iua gl a
1 | The failure of the Taxable 5,000 (5,000) | am A pall paldll ald aae |1
Person to display prices A peall Al el
inclusive of Tax. .
*Reduced i
2 | The failure to comply with | The penalty shall be dall 8 Zal all S5 | JB ) jal g gl il pae |2

the conditions and
procedures of transferring
Excise Goods from a
Designated Zone to

the higher of 50,000
or 50% of the Tay, if
applicable,
chargeable on the

51 (50,000) ¢« A=Y
O Ayl e (%50)

() Ba3aa Adhaia (e ASEEY) alud)
Adadlad) Al 5 o5 AT Baaas Adhaia
Lo Ltiallaa 5 Leiy YA 5 Lele
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another Designated Zone, | goods in relation to sle A jiall g aa g lgband oy I
and the mechanism of the violation. Al 3leiy Lag alud)
preserving, storing, and
processing such Excise
Goods.
*Not amended

3 | The failure of the Taxable | 5,000 for the first 5l e (5,000) | s Ay pall palall old aae
Person to provide the time. Y ) A Al S ol
Authority with the price 10,000 in case of . . ; . ; wy
lists of the Excise Good that | repetition. U= ¢ (10,000) | tet STia A S LPLU\JHM
it produces, imports or )l Al
sells. s o
*Reduced

Table No. 3

On Violations and Administrative Penalties related to
the Implementation of Federal Decree-Law No. 8 of

2017 on Value Added Tax

(3) a8 Jg

Cikaly Adlatial) 4y oY) clal_ad) g cldllaal) ol

Lol Ly (L 3 2017 4ol (8) pdy galad) (G 5iliy o gau yall

ddlaal)
No. Description Penalty (AED) dal_al) s gll

1 | The failure of the Taxable | 5,000 (5,000) | am Ay pall paldll oLl aae
Person to display prices A yeall ALl Yl
inclusive of Tax. L a7
*Reduced

2 | The failure of the Taxable | 2,500 (2,500) gk A pall pzaladl Glé axe
Person'to notify the e Ay puall ddplat e Al
Authority of applying Tax haled)
based on Margin. o
*Not amended bt

3 | The failure to comply with | The penalty shall be oo Al jall o &S el _aYls o gl 2l axe
the required condiltions the highefr c:}f 50,00? 51 (50,000) (e AV | dslaie b alid) Jais Jes doal 5l
and procedures related to or 50% of the Tax, i . . Say e s T

! ) Ay yuzall e (O 3o ddhie ) Ledss ol 30asa

keeping the Goods in a applicable, < )A .UA (%50) o ’ X
Designated Zone or moving | chargeable on the Sl dams iall s wan s e
them to another goods in relation to Glahy Lad ol lelaei ol o
Designated Zone. the violation. Adladl
*Not amended

4 | The failure of the Taxable | 2,500 for each s S 0o (2,500) | Jlaab dy puall palaldl old aae

Person to issue a Tax
Invoice or the alternative
document when making
any supply.

* Amended and reduced

detected case.

LBLEES)

d:u.d\ Atioall j\ :i_\.u)..aj\ b)}.\\sj\
s (sl 4ald die
ey elioes o7
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The failure of the Taxable
Person to issue a Tax Credit
Note or the alternative

document.
* Amended and reduced

2,500 for each
detected case.

Al S e (2,500) | Dlaaby Ay puall puzalad) s ane

Lela€) gy [ sl f oy el Al lasy)
Jaadl
RS AR R

The failure of the Taxable
Person to comply with the
conditions and procedures
regarding the issuance of a
Tax Invoice and a Tax

Credit Note electronically.
*Amended and reduced

2,500 for each
detected case.

gl &l 2 e
Aalaiall Cle) a5 o g il
DY)y Ay el 3 gl lanaly
L5 ) g el 31

by Leloed

s JS G (2,500)
L) 2y

Part 2: Administrative Penalties in Table 1 annexed
to the Cabinet Decision where the Mechanism of

Calculation has been Changed

Violation 9

Violation 9 of Table 1 annexed to the Cabinet
Decision imposes a penalty for failure of a taxable
person to settle the payable tax stated in the
submitted tax return or voluntary disclosure, or the
tax assessment that the taxable person was notified

of, within the timeframe specified in the Tax Law.

The amended penalties imposed on the taxable
person are as follows:
e 2% penalty on the amount of unsettled tax, due

on the day following the due date of payment.

e 4% monthly penalty is due after one month from
the original due date of payment, then on the
same date monthly thereafter. This penalty is
imposed on the amount which is still unsettled

on the corresponding date each month.
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For example, where a taxable person failed to pay
due tax by 28 June in respect of its tax return for the
tax period ending in May, the late payment penalty
of 2% will be imposed on 29 June on the amount of
unsettled tax. Where such tax amount or part of it is
still outstanding on 28 July, the amount outstanding
will be subject to the monthly penalty of 4%. Such
4% penalty will again be imposed on any unsettled
tax amounts on the 28™ day of each subsequent
month up to 300% of the tax amount in respect of

which the penalty is levied.

It should be noted that, for the purposes of this
penalty, the deadline for payment of additional tax
resulting from a voluntary disclosure is 20 business
days from the date of submission of the voluntary
disclosure. Consequently, the 2% penalty will be
imposed on the amount of unsettled tax on the first
day following the 20%™ business day from the date the
voluntary disclosure is submitted.

Similarly, the deadline for payment of additional tax
in the case of a tax assessment is 20 business days
from the date on which the tax assessment was
received. Hence, the 2% penalty will be imposed on
the amount of unsettled tax on the first day following
the 20th business day from the date the tax
assessment is received.

This means that a late payment penalty will not be
imposed in respect of additional amounts of tax

payable to the FTA by a taxable person following a
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voluntary disclose or a tax assessment, where the
person has settled such due tax prior to the due date
of payment, i.e. 20 business days from the date of
submitting a voluntary disclosure or receiving a tax
assessment. However, once the deadline for
settlement of tax has passed, the penalty will be
imposed as described above.

Cabinet Decision No. 49 of 2021 provides a special
mechanism to determine the date on which the
penalty shall be imposed in respect of monthly

penalties. The mechanism is discussed in detail in a

following section in this Public Clarification.

Violation 10

Violation 10 of Table 1 annexed to the Cabinet
Decision imposes a penalty on the Registrant upon

submitting an incorrect tax return.

Whenever an error is made in a tax return, a fixed
penalty will first apply. This penalty is AED 1,000 for
the first violation and AED 2,000 for any repeated
violation.

It should be noted that where the incorrect tax return
results in a tax difference which is less than the fixed
penalty amount of AED 1,000 or AED 2,000, as the
case may be, the FTA will impose a penalty equal to

higher of the tax difference and AED 500.

Furthermore, the fixed penalty will not be imposed
on anyone who corrects their tax return prior to the

due date for submission of the return.
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Violation 11

Violation 11 of Table 1 annexed to the Cabinet
Decision imposes a penalty where a person/taxpayer
submits a voluntary disclosure on errors in the tax
return, tax assessment or refund application
pursuant to Article 10(1) and 10(2) of the FTP Law?.
As such, this penalty is imposed where payable tax
per the tax return or tax assessment, has been
calculated at a value less than the required by the tax
legislation, or where tax which the person is entitled
to recover has been calculated at a value higher than
the entitlement as per the legislation.

The penalty on Violation 11 is imposed in addition to
the penalty imposed on Violation 10 of Table 1
annexed to the Cabinet Decision. This penalty is a
percentage-based penalty which is applied on the

difference between the tax that was calculated and

that which should have been calculated, as follows:

e 5% on the difference, where the voluntary
disclosure is submitted within one year from the
due date of submission of the tax return, the tax
assessment, or the relevant refund application;

e 10% on the difference, where the voluntary

disclosure is submitted within the second year
following the due date of submission of the tax
return, the tax assessment, or the relevant

refund application;
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e 20% on the difference, where the voluntary
disclosure is submitted within the third year
following the due date of submission of the tax
return, the tax assessment, or the relevant
refund application;

e 30% on the difference, where the voluntary
disclosure is submitted within the fourth year
following the due date of submission of the tax
return, the tax assessment, or the relevant

refund application;

e 40% on the difference, where the voluntary
disclosure is submitted after the fourth year
following the due date of submission of the tax
return, the tax assessment, or the relevant
refund application.

For example, a person/taxpayer submits a voluntary

disclosure to correct a tax return, tax assessment, or

a tax refund application, where the difference to be

settled to the FTA resulting from that voluntary

disclosure is AED 100,000. The voluntary disclosure
was relating to an error in a tax return, tax

assessment, or a tax refund application dated 1

September 2021. The penalty will be imposed on

Violation 11 of Table 1 annexed to the Cabinet

Decision according to the following:

e If the person/taxpayer submits the voluntary
disclosure in the period between 2 September
2021 and 1 September 2022, the penalty
imposed on Violation 11 will be 5% of the AED
100,000, which is equivalent to AED 5,000.

c:)mﬂ\ aiﬂeﬁdbsaé‘)m\ é_\_\A\GJc(%ZO) °
DY) Glaanl @JU e AN Al JYA ‘5;}143\

aliall 53 ol yi¥) (bl o guall al) 5l oy puall

DAY Gliniud Gy e el Al A e skl

el aadi 5 Ja 4 Gl dudl e (%40) e
DAY liaiul s s (e daol ) Al axy o shal)
Alall 55 2 il Galla gl g ) @) gl o puall

el iy el il [l ol (JE) i e
Gl i g el il gl el ) EY) sl e 5k
A Al daddl cal gl W ISy Ay puall s il
o8 Uiy Ll oo shall o sl (IS5 08 )2 (100,000)
Ay el o sl Qb gl ol ) gl o pumll ) Y
A ddlad) e dal e gk aiaw 2021 Jaaiaw 1 gl
1Y) Gy el sl Galae ) 3 el (1) dsaall e (11)

Bﬂ\gfﬁ@)@hﬁ\@\a/uﬂ\eﬁhj °
dal jall 8 2022 et 1 (Al 2021 el 2 (e
o (%5) OsSiv (11) A A (e (i i )

2 (5,000) s sbuti (Al s <2 )2 (100,000)-)

18/26



il sa 1l da slaidla iy g i

FEDERAL TAX AUTHORITY

e If the person/taxpayer submits the voluntary
disclosure in the period between 2 September
2022 and 1 September 2023, the penalty
imposed on Violation 11 will be 10% of the AED
100,000, which is equivalent to AED 10,000.

e If the person/taxpayer submits the voluntary
disclosure in the period between 2 September
2023 and 1 September 2024, the penalty
imposed on Violation 11 will be 20% of the AED
100,000, which is equivalent to AED 20,000.

e If the person/taxpayer submits the voluntary
disclosure in the period between 2 September
2024 and 1 September 2025, the penalty
imposed on Violation 11 will be 30% of the AED
100,000, which is equivalent to AED 30,000.

e If the person/taxpayer submits the voluntary
disclosure on or after 2 September 2025, the
penalty imposed on Violation 11 will be 40% of
the AED 100,000, which is equivalent to
AED 40,000.

Since the amount of the penalty increases as it takes

longer for the person to submit a voluntary

the new rules

disclosure, reward the timely

disclosure of errors.

Violation 12

Violation 12 of Table 1 annexed to the Cabinet
Decision imposes a penalty for the failure of the
person/taxpayer to voluntarily disclose an error in

the tax return, tax assessment or refund application
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pursuant to Article 10(1) and 10(2) of the FTP Law,
before being notified that it will be subject to a tax
audit. As such, this penalty is imposed where payable
tax per the tax return or tax assessment, has been
calculated at a value less than the required by the tax
legislation, or where tax which the person is entitled
to recover has been calculated at a value higher than
the entitlement as per the legislation.

Where this penalty applies, it will be imposed on the
person in addition to the penalty imposed as per
Violation 10 of Table 1 annexed to the Cabinet
Decision as follows:

1. A penalty of 50% on the amount of error.

2. Any of the following penalties as the case may
be:

e A penalty of 4% of the tax unsettled to the
FTA, for every month or part of the month
from the date the payment is due for the
relevant tax period until the date of receipt
of the tax assessment.

e A penalty of 4% of the tax that was not
returned to the FTA due to an ineligible
refund, for every month or part of the month
from the date of tax refund until the date of

receipt of the tax assessment.

Violation 14

Violation 14 of Table 1 annexed to the Cabinet
Decision imposes a penalty for failure of the

registrant to calculate tax on behalf of another
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person when the registered taxable person is obliged
to do so under any Tax Law.

The penalty imposed on the responsible registrant is
similar to the penalty which would be imposed on the
underlying taxable person under Violation 9 of Table
1 annexed to the Cabinet Decision. Thus, the
responsible registrant is obliged to pay a penalty
applicable to the late payment of payable tax as
follows:

e 2% penalty on the amount of the unsettled tax is
due on the first day following the due date of
payment, where the settlement of payable tax is
late.

4% monthly penalty which is due after one
month from the due date of payment, then on
the same date of every month thereafter, on the
amount of tax which is still unsettled on those
dates.

For the purposes of this penalty, the deadline for
payment of tax in the case of the voluntary disclosure
or a tax assessment is 20 working days from the date
of submission or receipt, respectively. Hence, in such
cases, the trigger date of the penalty on the unsettled
Tax would be the first day following the 20" business
day from the date of submitting the voluntary
disclosure or the date of receiving the tax
assessment, as the case may be.

Cabinet Decision No. 49 of 2021 provides a special

mechanism to determine the date on which the

penalty shall be imposed in respect of monthly
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penalties. The mechanism is discussed in the

following section of this Public Clarification.

Mechanism to Specify the Date of Imposition of some
Penalties

Cabinet Decision No. 49 of 2021 provides in its
Second Article* a mechanism that clarifies how to
specify the date of penalty imposition for penalties
imposed on the same date monthly. For the purpose
of the imposition of penalties on violations No. 4, 9,
and 14 of Table 1 annexed to the Cabinet Decision,
Cabinet Decision No. 49 of 2021 takes into
consideration the difference in the number of days of
the calendar months.

As per the mechanism specified in the Second Article

of Cabinet Decision No. 49 of 2021, the date of the

monthly penalty is specified as follows:

e Where the new month includes a date
corresponding to the date the penalty was
originally imposed on, the date on which the
penalty will be imposed in the new month is the
date it was originally imposed the first time.

Where a month does not include a date
corresponding to the date the penalty was
originally imposed on, the date on which the
penalty will be imposed for the such month will
be the first day of the following month. However,
for the month following the month which did not

include a corresponding date, the penalty shall
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be imposed on the date corresponding to the

date the penalty was originally imposed.

For example, if a penalty that is due on the same date
monthly was imposed for any of violations No. 4, 9,
or 14 of Table 1 annexed to the Cabinet Decision on
30 January, as February does not include a 30th day,
the date the penalty is imposed for February would
be 1 March. However, as March includes a 30th day,
March’s penalty will be imposed on the 30th of
March.

United Arab Emirates
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This Public Clarification issued by the FTA is meant to clarify certain
aspects related to the implementation of Cabinet Decision No. 49 of 2021
on Amending some Provisions of Cabinet Decision No. 40 of 2017 on
Administrative Penalties for Violations of Tax Laws in the UAE.

This Public Clarification states the position of the FTA and neither amends
nor seeks to amend any provision of the aforementioned legislation.
Therefore, it is effective as of the date of implementation of the relevant

legislation, unless stated otherwise.
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FTA’s website www.tax.gov.ae.

2 Article 25 of the FTP Law stated that:
1. The Authority shall

following violations:
a.

Law.

! Cabinet Decision No. 49 of 2021 as published on the

issue an Administrative
Penalties Assessment for a Person and notify him
within (5) five business days for any of the

The failure of the Person conducting Business
to keep the required records and other
information specified in this Law and the Tax
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The failure of the Person conducting Business
to submit the data, records and documents
related to Tax in Arabic to the Authority when
requested.

The failure of the Taxable Person to submit a
registration application within the timeframe
specified in the Tax Law.

The failure of the Registrant to submit a
deregistration  application  within  the
timeframe specified in the Tax Law.

The failure of the Registrant to inform the
Authority of any circumstance that requires
the amendment of the information pertaining
to his tax record kept by the Authority.

The failure of the Person appointed as a Legal
Representative for the Taxable Person to
inform the Authority of his appointment
within the specified timeframe, in which case,
the penalties will be due from the Legal
Representative’s own funds.

The failure of the Person appointed as a Legal
Representative for the Taxable Person to file a
Tax Return within the specified timeframe, in
which case the penalties will be due from the
Legal Representative’s own funds.

The failure of the Registrant to submit the Tax
Return within the timeframe specified in the
Tax Law

The failure of the Taxable Person to settle the
Payable Tax stated in the submitted Tax
Return or Tax Assessment he was notified of,
within the timeframe specified in the Tax Law.

The submittal of an incorrect Tax Return by
the Registrant.

The voluntarily disclosure by the Person of
errors occurring in the Tax Return, Tax
Assessment or Refund Application pursuant to
Article 10 (1) and (2) of this Law.

The failure of the Taxable Person to voluntarily
disclose errors in the Tax Return, Tax
Assessment or Refund Application pursuant to
Article 10 (1) and (2) of this Law before being
notified that he will be subject to a Tax Audit.
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m. The failure of the Person conducting Business
to facilitate the work of the Tax Auditor in
violation of the provisions of Article (21) of this
Law.

n. The failure of the Registrant to calculate Tax
on behalf of another Person when the
registered Taxable Person is obligated to do so
under the Tax Law.

0. Any other violation for which a Cabinet
Decision is issued.

2. The Executive Regulation of this Law shall specify

the information and data that must be included in
the Administrative Penalties Assessment.

. The Cabinet shall issue a resolution that specifies

the Administrative Penalties for each of the
violations listed in Clause (1) of this Article. Such
Administrative Penalties shall be no less than 500
Dirhams for any violation and shall not exceed
three times the amount of Tax in respect of which
the Administrative Penalty was levied.

The imposition of any Administrative Penalty
pursuant to the provisions of this Law or any other
law shall not exempt any Person of his liability to
settle the Due Tax in accordance with the
provisions of this Law or the Tax Law.

3 Article 10(1) and 10(2) of the FTP Law state that:

1.

If a Taxable Person becomes aware that a Tax
Return submitted by him to the Authority or a Tax
Assessment sent to him by the Authority is
incorrect, which resulted in calculating the
Payable Tax according to the Tax Law at a value
that is less than it should have been, the Taxable
Person shall, in this case, apply to correct such Tax
Return by submitting a Voluntary Disclosure
within the time limit specified in the Executive
Regulation of this Law.

If a Taxpayer becomes aware that a Tax refund
application that he has submitted to the Authority
is incorrect, which resulted in calculating the
refund to which he is entitled according to the Tax
Law, at a value that is more than it should have
been, he shall, in this case, apply to rectify the Tax
refund application by submitting a Voluntary
Disclosure within the time limit specified in the
Executive Regulation of this Law.
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4The Second Article of Cabinet Decision No. 49 of 2021
states that “For the purposes of Clauses 4, 9, and 14 of
Table No. 1 referenced in the First Article of this
Decision, if any penalty is to be imposed on the same
date monthly, the date for a month that does not
contain a corresponding date shall be considered as the
first day of the following month. The penalty for all
other months shall be imposed on the date the monthly
penalty was first imposed”.
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