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When mining activities are undertaken for an individual or entity’s own account:

Nature of Activity: Computational power is contributed to the blockchain network without a
specific recipient.

VAT Treatment:
Such activities are non-taxable as they lack an identifiable supply recipient, and there is
no close nexus between the mining activity conducted and rewards received.
Rewards (e.g., cryptocurrency tokens) received are not considered as consideration since
they originate from the blockchain network.
Input VAT incurred on related expenses (e.g., equipment, electricity, etc.) cannot be
recovered as these costs are not associated with making taxable supplies.
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Understanding the Scenarios in Cryptocurrency Mining

VAT Implications of Cryptocurrency Mining:
Insights for UAE Businesses

As the digital economy evolves, cryptocurrency mining has emerged as a pivotal activity,
driving innovation and reshaping financial ecosystems. However, with these advancements
come new tax implications. The Federal Tax Authority (FTA) has provided clarity on the
Value Added Tax (VAT) treatment of cryptocurrency mining in the UAE through its latest
public clarification (VATP039). This article delves into the key takeaways, offering businesses
actionable insights to navigate VAT obligations effectively.

2. Mining on Behalf of Others

When mining is conducted for a client or on behalf of another person in exchange for a fee:

Nature of Activity: A person mining cryptocurrency on behalf of another person for a fee.

VAT Treatment:
Classified as a taxable supply of services, subject to VAT.
If services are rendered to a UAE-based recipient, the standard 5% VAT rate applies.
Supplies to non-resident clients outside the UAE may qualify for zero-rating, provided all
conditions under Article 31 of the Executive Regulations are met.
Input VAT incurred on expenses related to such services may be recovered, supporting
operational cost efficiency.

1. Mining for Personal Account
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1. VAT Treatment on Receiving Mining Services

Businesses registered for VAT receiving mining services from non-resident suppliers must
account for VAT using the reverse charge mechanism, whereas businesses or a customer who
is not registered for VAT, then it may require a non-resident supplier to register for VAT in the
UAE and charge VAT on the services provided.

2. Input VAT Recovery

Eligible businesses can recover input VAT on mining-related expenses, provided these costs
directly support taxable supplies. Retaining robust documentation, including tax invoices and
contracts, is crucial to substantiate claims.

Strategic Insights for Businesses

VAT Implications on Mining Services Received from a Non-resident Service Provider

Conclusions

The FTA’s guidance on VAT treatment for cryptocurrency mining reflects its commitment to
fostering compliance in a rapidly evolving sector. 

Businesses must remain vigilant, leveraging this clarification to optimize tax positions while
adhering to regulatory requirements. As the cryptocurrency landscape continues to grow,
proactive tax planning will be instrumental in driving sustainable success.

For tailored advice and support in navigating the VAT implications of cryptocurrency mining,
connect with Andersen’s expert VAT team today.

1. Evaluate Mixed Activities: Businesses engaged in both taxable and non-taxable mining
activities must implement systems to distinguish recoverable and non-recoverable input VAT.

2. Prepare for Audits: With increasing scrutiny from the FTA, ensuring accurate VAT reporting
and maintaining comprehensive records are essential to mitigating compliance risks.

3. Leverage Expertise: Engage with VAT specialists to address uncertainties, especially when
dealing with cross-border transactions or unique contractual arrangements.



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.
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