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Introduction

FTA has come up with a new public clarification no. 3 Manpower vs Visa facilitation services
8 (Manpower vs Visa Facilitation Services), which can resolve one of the challenges faced
by UAE companies in the application of VAT.

This clarification arises in the instances where an employment visa is held by one company
while the employees work under the supervision and control of another company.

There are two kinds of supply which having different VAT treatments in this scenario.
Therefore, it's necessary to identify the supply for applying the correct VAT treatment:
Manpower Services or Visa facilitation services.

Let’s understand in detail for each of these supplies and its treatment under VAT.
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Manpower Services

(O +97152 6559480 @ www.fame.ae & hemang@fame.ae


https://fame.ae/
https://fame.ae/
mailto:hemang@fame.ae
https://chat.whatsapp.com/GfRpUj2LYZiBzeggqHPgqz

FOME

ADVISORY

When a Company (Supplier) identify/recruit/hire the candidates and make such employees
available to another Company (Customer), then it is generally regarded as a taxable supply

of manpower services under the VAT legislation.

! Here, the Supplier is generally responsible for all the employment obligations, including
the payment of salaries and other benefits. Besides that, the Supplier will be responsi
ble for ensuring whether the employee has performed their duties and the quality of

work as well.

Value of supply:

Consideration includes the full amount received or expected to be
received by the Supplier from the Customer, including employees’
salaries, benefits, or any additional amount charged and other

recharges related to manpower services.

l.e., Consideration = Salaries & other benefits paid to employee
(whether paid by Supplier/Customer) + any additional
amount charged by the Supplier respect to this supply
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Visa Facilitation Services
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This is like an exception to manpower services. A supply would not be treated
as a supply of manpower services but instead, as a supply of visa facilitation
services when all the following conditions are satisfied:

1. The employment visa holder (“Facilitator”) and the Customer are part of the same
corporate group but are not part of the same tax group. (If it is under the same tax
group then such supply would be out of scope in VAT)

> Here, a question arises: what is the corporate group?
These are companies operating in the same corporate structure, which includes
common ownership of the companies specified under clause (2), article (9) of
Executive Regulation.

2. The Facilitator's business activities do not include the supply of manpower.
This means if the facilitator supplies any manpower services to any person the
condition will not be met.

3. The facilitator is not responsible for any of the obligations related to the employee
As a part of visa facilitation, customers take responsibility for the following obligations:

Payment of an employee’s salary.

Payment of other monetary benefits, including financial
incentives, annual flight allowances, and housing allowances.

Provision of medical insurance and accommodation
So, the customer has to pay all these employee obligations.

And facilitator’s obligation is limited to incurring the cost relating to obtaining the
employment visa
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4 The Facilitator sponsors these employees to exclusively work for and under the
supervision and control of the Customer.

Implies that employees exclusively work for the Customer and are under that
Customer’s supervision and control, this condition would be met.

If any of the conditions above fail to be met by the facilitator, then such supply shall be
treated as a supply of manpower services

Nature of Supply:

Visa facilitation services are also regarded as taxable supply in UAE

Value of Supply: value of facilitation services differ from value of
Mmanpower services

Here Value of supply = amount charged for the services which
could include the recharge of expenses such as typing fees, medical
tests and issuance of employee Emirates IDs.

The value of the supply of visa facilitation services excludes the employee’s salary, annual
flight allowance, and any other monetary benefits, as these are the obligation of the
customer.

In short, what FTA trying to differentiate here is the value of supply between these two services
i.e. manpower Vs visa facilitation services, which can be summaries below;
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Value of Supply Between Manpower Services
and Visa facilitation services

N VOS - VOS-

Q E‘:Z‘i\t:i:etro %@ Manpower . Visa Facilitation
N Services \ Services

Employee’s salary & benefits Included Excluded

Charges for manpower services Included NA

Recharge of expenses such as

typing fee, medical test, Included Included
Emirates id issuance
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Special valuation rule for supply
between related parties &
supplies without any
consideration
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Value of Supply — Related parties

Case-1. The facilitator charges a fee that’s equal to the market value
of the supply, The fees charged would be regarded as consideration for
the taxable supply of services, and that will be the value of supply.

Case-2: The facilitator charges a fee that is less than the market
value, then the value of supply is the market value of the supply; the
facilitator is required to impose VAT on the market value of the supply,
regardless of the actual amount charged for the visa facilitation
service

Value of Supply — No fee is charged

When supply happens without any consideration, the provisions of the deemed supply will
trigger.

However, if the supplier has not recovered the input VAT for the related goods or services, a
supply made by him without consideration will not be regarded as deemed supply (Article 12
of VAT decree-law).

When a Facilitator provides facilitation services to customers without charging any fee there
are two possible scenarios
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Case lif the facilitator does not recover the input VAT incurred to
make the supply, then the supply of visa facilitation services will not be
deemed supply. It would fall outside the scope of VAT

Case 2: The facilitator recovered any input VAT tax to supply the visa
facilitating services, the facilitator will be required to account for the
output tax due based on the total cost incurred to make the supply,
including direct and indirect costs.

(Here “direct cost” refers to costs that specifically relate to the services provided within
this context, including typing fees, logistics, and any other fees charged for the purpose
of visa issuance. “Indirect costs” refers to overhead expenses (e.g. office rental and
utilities) as well as other general operational expenses incurred by the Facilitator).

In instances where the Facilitator is unable to calculate the cost of providing the visa
facilitation service, the market value of similar services may be used as an indication of the
value of the supply.
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Supply of Manpower Services (Example 1)

Company A holds the employment visas for employees working
at Company B. Company A makes these employees available to
Company B. Hence, Company A is regarded as supplying man
power services irrespective of whether the employees’ salaries
and benefits are paid by Company A or Company B.

The consideration for the supply of manpower services is equal
to the total amount incurred by Company B, including salaries
and benefits (irrespective of whether the employees’ salaries
and benefits are paid by Company A or Company B), as well as
any amounts related to the services provided by Company A to
Company B in relation to the supply of the services.

Supply- Exception to Visa Facilitation Service (Example 2)

Company A holds employment visas for persons working for Company B.

Company A and B are part of the same corporate group.

As part of Company A’s operations, it also provides secondment services to
businesses outside its corporate group. Company A is, therefore, regarded as
supplying manpower services, and the supply does not meet the second

condition.

Consequently, the supply of visa support services provided by Company A to
Company B does not qualify as a supply of visa facilitation services and

Company A is regarded as supplying manpower services to Company B.
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Examples for Manpower vs Visa facilitation services

n


https://fame.ae/
https://fame.ae/
mailto:hemang@fame.ae
https://chat.whatsapp.com/GfRpUj2LYZiBzeggqHPgqz

-n
'L

>
O
<
)
<

About FAME Advisory FZCO

_—

(O +97152 6559480 @& www.fame.ae & hemang@fame.ae



https://fame.ae/
https://fame.ae/
mailto:hemang@fame.ae
https://example.comhttps://chat.whatsapp.com/GfRpUj2LYZiBzeggqHPgqz

FOME

ADVISORY

With three decades of market presence, FAME Advisory has remained the UAE's most trusted
and leading tax advisory and management firm. Along with that, FAME excels in various
domains, such as corporate services, succession planning, and corporate structuring. Our
primary aim is to align our solutions with the client’s problems, educate them, and empower
them to take informed decisions.

Better future with FAME Advisory

Vision )
To be the region’s first choice for tax compliance and
advisory in various aspects of the business.

@ Mission )

We at FAME Advisory aim to solve businesses’ tax

compliance issues and provide advisory services that help
them achieve the milestones they dreamt of.
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Our Team

Director at FAME Advisory

With over two decades of experience in corporate advisory, consultancy, and compliance, CA Nirav
Shah is a qualified Chartered Accountant and a stalwart in the industry, being recognized as
amongst the top corporate structuring, international tax, and compliance experts in the UAE, Indiqg,
and other countries.

For more than 15 years, Mr. Nirav has had a distinguished journey consulting global clients on
Corporate Structures and Governance and family asset holding structures and has served as a
specialist in providing strategic inputs to organizations.

Associate Director - Indirect Tax & Compliance

Udit Chokshi is a Taxpert, helping businesses all across the UAE in getting tax audit-ready,

streamlining their VAT and accounting processes, and shield them against tax evasion. Being an
active listener, Udit absorbs and understands the client’s problem and situation and
communicates the facts and solutions honestly.

As a customer service-oriented person, he believes in providing utmost dedication and availability
to customers.
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Our Team

Manager International & Corporate Tax

With enriched experience in Corporate Tax at FAME, CA Juned Halai, provides strategic tax advisory
services to a diverse portfolio of domestic and international clients. Specializing in tax planning, he
has a proven track record of optimizing tax liabilities and enhancing client profitability. Skilled in
navigating complex regulatory frameworks, he offers expert tax guidance to multinational
corporations and local businesses across the UAE and GCC region, ensuring compliance while
maximizing tax efficiency.

He is actively engaged with international clients to provide expert advice on various international
tax issues.

— |

m Associate Director - Corporate Services

As a Business Development Manager at FAME, Hemang has had a long professional career with a
focus on growing the company’s client base.

He holds a successful track record of nurturing clients & has been instrumental in building
high-performing teams. He specializes in building programs that add value to the client
relationships. Hemang brings in a wealth of experience bridging the gap between Sales & Advisory
teams.
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