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Executive Summary

The United Arab Emirates Ministry of Finance (MoF) has implemented a significant
enhancement to its Value-Added Tax (VAT) framework through Cabinet Decision No.
(127) of 2024. This strategic update expands the reverse charge mechanism to
encompass the precious metals and stones sector, marking a pivotal development in
the UAE's taxation landscape. The reform aims to strengthen the UAE's position as a
global trading hub while simplifying tax compliance for businesses in this sector.

Understanding the New Framework
Scope of Implementation

The expanded reverse charge mechanism now encompasses three primary categories:
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1. Precious Metals 2. Precious Stones 3. Specialized Jewelry
. Gold « Natural and manufactured « Items manufactured using
. Silver diamonds Precious Metals/Precious
. Palladium . Pearls Stones materials
. Platinum . Rubies . Applicable when the value
. Sapphires of precious components
« Emeralds exceeds other materials

Reverse Charge Mechanism Overview

The reverse charge mechanism fundamentally alters the VAT collection process by
transferring the responsibility from suppliers to buyers. Under this system:

2|5



e

] ANDERSEN.

« Suppliers no longer collect VAT at the point of sale

» Buyers assume responsibility for calculating and declaring VAT

« VAT is reported and settled directly through buyers' VAT returns

« The transaction flow remains uninterrupted while simplifying tax obligations

Strategic Benefits
Business Advantages

This reform delivers multiple benefits to the trading sector:

1. Enhanced Cash Flow Management. The elimination of upfront VAT payments by
suppliers significantly improves working capital efficiency, enabling better resource
allocation and business planning.

2. Reduced Administrative Burden by streamlining the VAT process, businesses
can redirect resources from tax administration to core operations and growth
initiatives.

3. Improved Trade Dynamics. The simplified framework facilitates smoother trade
operations, particularly beneficial for businesses engaged in high-value transactions
within the precious metals and stones sector.

Market Impact

The implementation strengthens the UAE's market position through:
« Enhanced competitiveness in the global precious metals and stones market
« Increased operational efficiency for trading businesses
« Stronger alignment with international best practices
« Greater market transparency and regulatory clarity

Implementation Guidelines
Business Requirements

Organizations must undertake the following steps to ensure compliance:

1. Eligibility Assessment. Review trading activities against the specified criteria in
Cabinet Decision No. (127) of 2024 to determine applicability.

2. System Updates. Implement necessary modifications to accounting and
transaction processing systems to accommodate the reverse charge mechanism.
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3. Registration and Documentation

o Verify VAT registration status with the Federal Tax Authority (FTA)

o Update transaction documentation procedures

o Establish robust reporting mechanisms for VAT returns

o Ensure to change the invoice format to comply with the UAE VAT invoicing
requirements

4. Staff Training. Ensure relevant personnel understand the new requirements and
updated procedures.

Best Practices for Compliance

To maintain effective compliance, businesses should:

1. Maintain Detailed Records. Keep comprehensive documentation of all
transactions falling under the reverse charge mechanism.

2. Regular Reviews. Conduct periodic assessments of VAT calculations and
declarations to ensure accuracy.

3. Professional Consultation. Engage with tax experts for guidance on complex
transactions or unique scenarios.

Conclusion

. The UAE's expansion of the reverse charge mechanism represents a significant
step forward in modernizing its tax framework while supporting business growth.

« This reform demonstrates the country's commitment to maintaining its status as a
leading global trade hub while ensuring efficient tax administration.

- Organizations operating in the precious metals and stones sector should view this
update as an opportunity to optimize their operations while ensuring robust

compliance with regulatory requirements.

« Success in implementing these changes will require careful planning, system
updates, and ongoing monitoring of compliance procedures.
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DISCLAIMER: This information cannot be considered as our recommendation and contains information in summary form. This is therefore intended
for general guidance only. It is not intended to be a substitute for detailed research or the exercise of professional judgment. Neither Andersen in the
UAE nor any member firm can accept any responsibility for loss occasioned by any person acting or refraining from action as a result of any material
in this presentation. On any specific matter, reference should be made to the appropriate advisor.



