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Introduction 

The Federal Tax Authority (FTA) has recently released a Guidance Note on Tax Group 

(VATGGR101). The document covers the purpose, eligibility criteria, and the procedures for 

forming, adding or removing or disbanding a tax group and prerogative of the FTA in refusing 

to form a group or forcing two related parties to form a group. In this alert, we have summarised 

the key points for your ease of reference: 

 

Implications of Tax Group 

The effect of a tax group is that the members are treated as a single taxable person for VAT 

purposes and on account of this: 

• Intra-group transactions are not chargeable to VAT 

• Only one registration number is for the Group 

• All supplies made or received deemed to be carried out by selected representative 

member of the Group 

Apart from above, it has been clarified by the FTA that the members of tax group are jointly 

and severally liable for any and all VAT debts, including taxes and penalties and other 

obligations during the period of membership.   
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Eligibility to form a tax group 

Two or more legal persons can apply to form a tax group subject to following criteria: 

• Business criteria: each member must be carrying out a business. A person who is 

not in a business cannot form or join a tax group 

• Legal Person criteria: Each member of the group must be a legal person (company, 

government entity or similar). A natural person (i.e. individual) cannot create or join a 

tax group 

• Establishment criteria: Each member must be resident in the UAE by way of a fixed 

establishment. 

• Related parties (and control) criteria: Each member must be related to the other to 

a sufficient extent such as voting / market value interest of at least 50% or control by 

other means etc. 

 

Clarification: It has been clarified by the FTA that foreign-owned subsidiary or branch of a 

foreign-owned company can also qualify under the fixed establishment test.  

Further, it has been stated that a common sponsorship of two or more Legal Persons will give 

rise to the possibility of tax grouping; however, control criteria should also be met in actuality. 

Where a sponsorship agreement is overridden by another agreement, a tax grouping will not 

be possible.  

 

Government Entities 

Designated Government Bodies may form or join a tax group with other designated 

government bodies however, they cannot join other government bodies which are not 

designated. Government bodies that are not designated can form or join a tax group with other 

legal entities subject to the fulfilment of certain conditions.  

 

Forming, amending a tax group, removing members, changing representative member 

or disbanding a tax group 

On fulfilment of tax group conditions and registration thresholds  either by one prospective 

member or cumulatively, it can make the application to form a tax group.  

For amendment or removal of members etc., an application to the FTA can be made by a 

representative member. The registration will be effective from: 

• the first day of a tax period following the tax period in which the application is received 

or  

• any other date as determined by the FTA. 
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Anti-avoidance 

The FTA may refuse the application to form, amend or disband a tax group it considers a 

significant risk to the public revenue arising as a result of allowing the aforesaid change.  

Instances where the FTA may refuse application:  

• Applicants did not meet the criteria to be grouped, 

• risk of tax evasion, 

• significant reduction in overall tax due,  

• administrative burden on FTA,  

• insufficient transactions between tax group members,  

• difficulties in FTA to undertake the audit,  

• sole benefit of tax group is cash offset etc. 

 

Comments 

In view of the various clarifications issued on Tax Group, it will be important for businesses to 

re-evaluate whether their tax group registration conditions are being fulfilled appropriately and 

align them with the guide issued. 
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Disclaimer 

This information contained herein is in summary form and is therefore intended for general guidance only. This publication is not intended to address the circumstances 

of any particular individual or entity. No one should act on such information without appropriate professional advice after a thorough examination of the particular situation. 
This publication is not a substitute for detailed research and opinion. Before acting on any matters contained herein, reference should be made to subject matter experts 
and professional judgment needs to be exercised. We cannot accept any responsibility for loss occasioned to any person acting or refraining from action as a result of 

any material in this publication.  
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