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Executive summary

The basis for applying the 0% Value Added Tax
(VAT) on exported services should be changed so
that the tax is applied based on the location of the
foreign companies receiving the exported service
abroad, rather than the place of benefit from that
service in Egypt.

The Legal basis:

« The instructions numbered 78 of 2024 have
been issued, which includes the cancellation of
the application of the circulars numbered (5)
and (6) of 2019, issued by the Tax Research
Sector, concerning the tax treatment of
amounts transferred from foreign companies
abroad to commercial agents, legal
representatives, and branches of foreign
companies operating in Egypt.

- Itis important to note that the circular
numbered (5) of 2019 included the following
provisions:

— The imposition of Value Added Tax (VAT) at
the standard rate (14%) on services such as
promotion, marketing, etc., without affecting
the importation or sale of those products,
when provided by companies within Egypt
for the benefit of foreign companies abroad,
considering them as local services.

— The imposition of VAT at the standard rate
(14%) in the case of a commercial agent or
branches of foreign companies providing
warranty services for goods and covering
any legal liabilities arising from the sale of
these goods within Egypt, considering these
as local services.

— The imposition of VAT at the standard rate
(14%) in the case of a commercial agent or
branches of foreign companies providing
agency services within Egypt, considering
these as local services.

» It should also be noted that the circular
numbered (6) of 2019 clarified that the
provisions of circular numbered (5) of 2019 are
applicable starting from September 19, 2019.
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Tax Implications:

« According to the above, if a taxpayer registered in
Egypt provides services (such as promotion,
marketing, warranty of goods, covering legal liabilities
arising from the sale of goods within Egypt, agency
services, etc.) to a foreign company abroad, these
services are subject to Value Added Tax (VAT) ata
0% rate, as they are considered exported services,
provided that the following documents are available:

— A signed service agreement between the service
provider in Egypt and the service recipient abroad.

— An electronic tax invoice issued by the service
provider in Egypt, containing all legally required
information, such as the service provider's
details (tax ID number, address, etc.), type of
service provided, value of the service, and the
name of the recipient abroad, etc.

— A bank transfer from abroad to a bank subject to
the supervision of the Central Bank of Egypt
should be provided, indicating the payment for
the exported service. In the absence of a bank
transfer, any legally recognized methods of
payment or settlement may be considered valid.

Date of implementation of these

instructions:

« According to the above-mentioned instructions
numbered 78 of 2024, the circulars numbered
(5) and (6) of 2019 have been cancelled as of
the date of issuance of these instructions on
November 17, 2024. Therefore, the tax
implications outlined above will apply starting
from November 17, 2024.

« It should also be noted that any VAT or schedule
tax collected, in accordance with Circulars No.
(5) and (6) of 2019, by the companies providing
the service in Egypt prior to the implementation
of instructions numbered 78 of 2024, must be
remitted to the Egyptian Tax Authority within the
legally prescribed deadlines.

How KPMG Hazem Hassan can assist?
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Should you like to further discuss the content of the legislation and potential impact to your business, please
contact one of our trusted advisors from the Tax department at KPMG Hazem Hassan:

Abeer Nassef
Technical Support - Tax

E: anassef@kpmg.com
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