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VAT Public Clarification
Mobile Phones, Airtime, and Data Packages Made

Available to Employees for Business Use

Issue

Many businesses enter into agreements with
telecommunication service providers to make
mobile phones (“Phones”), airtime (“Airtime”) (i.e.
call minutes) and data packages (“Packages”),
available to their employees to perform their roles
outside office hours or at locations away from the
office. Due to COVID-19, there has been an
increase in  work-from-home arrangements,
resulting in some instances where employers pay
for Phones, Airtime, and Packages’ expenses to
allow employees to perform their roles remotely.

Due to the potential private use of Phones, Airtime,
and Packages, there has been uncertainty as to
whether a business is entitled to recover the

related input tax and, if so, what the requirements

are to be entitled to input tax recovery.

This Public Clarification provides guidance on the
application of the VAT legislation in respect of the
recovery of input tax incurred on Phones, Airtime,

and Packages acquired for business use.
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Summary

In instances where an employer acquires Phones,
Airtime, and Packages for use by its employees
solely for business purposes and has a strict policy
in place to restrict the use of such Phones, Airtime,
and Packages to business purposes, the right to use
the Phones, Airtime, and Packages would not
constitute a personal benefit for the employee,
provided the value of the Airtime and Packages
was determined based on actual historical business
usage. Note that backdated policies shall not be

accepted.

Detailed discussion

Input Tax Recovery — General Rule

A taxable person may generally recover input tax
paid for goods and services used (or intended to be
used) for making taxable supplies.!

The right to recover input tax is, however, limited

in instances provided for in the Executive
Regulation, regardless of whether the cost was

incurred to make taxable supplies. 2

Non-permissible Recovery of Input Tax

Article 53(1)(c) of the Executive Regulation?
prohibits the recovery of input tax incurred on
goods or services purchased to be used by an
employee for their personal benefit without any

charge to the employee, unless there is a legal or
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contractual obligation on the employer to provide
such service in order for the employee to perform
their role, or it is a deemed supply.

In instances where an employer acquires Phones,
Airtime, and Packages solely for business purposes
and has a strict policy in place to restrict the use of
such Phones, Airtime, and Packages to business
purposes, the right to use Phones, Airtime, and
Packages would not constitute a personal benefit

for the employee.

Solely for Business Use
Article 53(1)(c) of the Executive Regulation does
not apply where a taxable person can prove that
the Phones, Airtime, and Packages are used solely
for business purposes. In addition to having a
documented policy on the restricted use of
Phones, Airtime, and Packages, the business would
be required to demonstrate that it monitors the
use of Airtime, and Packages and takes appropriate
action against employees who use the Phones,
Airtime, and Packages for personal use in
accordance with the documented policy.

As part of monitoring the acceptable use of
Phones, Airtime, and Packages, the taxable person
shall consider the variance between the actual
usage and the average Airtime and Packages used
for the specific role of the employee business
purposes. If the business acquires Airtime and
based on

Packages the expected business
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requirements, any Airtime and Packages used in
excess of the business plan would be regarded as
non-business use, unless the additional Airtime
and Packages is recharged to the employee with
output tax, or if there is robust monitoring in place
to substantiate the actual use.

As part of the documented policy, employees
should be made aware of the repercussions of not
abiding by the policy and the taxable person should
retain proof of action taken against employees not

complying with the documented policy.

Input Tax Recovery Requirements

Considering the above, a business is entitled to

recover input tax in respect of Phones, Airtime, and

Packages acquired if these costs are incurred to

make taxable supplies and the following

requirements are met:

e The business is registered for VAT and acquired
Phones, Airtime, and Packages in its own name,
e.g. the business’ details are reflected on the
tax invoices and contract with the service
provider;

e The business has a documented policy in place
which clearly states that the Phones, Airtime,
and Packages may only be used for business
purposes, and the consequences of any

personal use;

L Je ) Gl jel ud daadiue Ll Je Jlely) a8l
Cala sall e Ala) o dall s ULl 61S5 (o 58 23y o

LeSas 48150 in ailS 1) Sl (e jie Ay i e
Lolrdl) aladiuy) iy

Ol Cpilasall Ao 5 ot AES sall Asbpual) (g 2 3085
i

-

Aa Al el aY) Gl didy Ay pall aaldl)
A gal) Aluall ) gliia Y pdl) (paals gall

Rl Ly e Ao il Cilalhia

DA Ay 3l il Jlae U 3oy (a5 Lasle | ye ae
sanll g ) aally Ll 5 il sedly (sl Lo
drald il ) g alall CadlSall o i s b Lgdle
A o g il Ay puall wazalaldl (gl 5 oy yuall

Aaload)) dadll Ayl A JeY) o< o e

) Ll 2 jall 5 ClallSall 5 Cail el e cilias

Sial) 5 Ay peall Ll A Jlee ) iy o 55 4l
(YLai¥) dadd adia aa p )

al e & g Gali A8 ge dulans JleeY) ik G o
@l e Ag il Gl sall SIS (Jlee ) Gl 2 Y

2o

4/6



wilyaa Ll da pslaidla iy g i

FEDERAL TAX AUTHORITY

e The business regularly monitors the use of
Airtime and Packages and retains justification
for the variances;

e The business takes action against employees

using Phones, Airtime, and Packages for

personal wuse in accordance with the
documented policy; and
e The business retains valid tax invoices in

respect of the Phones, Airtime, and Packages
acquired.
Note that only documented policies which were
already in place at the time the Phones, Airtime,
and Packages were made available to the
employee will be considered.
If all of the above requirements are not met, the
recovery of input tax incurred in respect of Phones,
Airtime, and Packages will be blocked in

accordance with Article 53(1)(c) of the Executive

Regulation.
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This Public Clarification issued by the FTA is meant to clarify certain
aspects related to the implementation of the Federal Law No. 7 of 2017
on Tax Procedures and its amendments, Federal Decree-Law No. 8 of

2017 on Value Added Tax and their Executive Regulations.

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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In this clarification, Federal Decree-Law No. 8 of 2017 on
Value Added Tax is referred to as “Decree-Law” and
Cabinet Decision No. 52 of 2017 on the Executive
Regulation of the Federal Decree-Law No. 8 of 2017 on
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Value Added Tax and its amendments is referred to as  dua Ol 8 2017 did (8) b (salal () 5ilis o guu pall A28l
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2) it is a contractual obligation or documented Lot sl ol 5 Bl 8 Jlae Y1 b daliic |
policy to provide those services or goods to i i
those employees in order that they may
perform their role and it can be proven to be
normal business practice in the course of
employing those people;

3) where the provision of goods or services is a
deemed supply under the provisions of the
Decree-Law.

ASaY Gy o lie] 3y )55 leadl) i ) s IS 13 (3
L5 o g yall

6/6



