Understanding E-Invoicing in the UAE: A New Era of Digital Tax Compliance.

E-Invoicing, or electronic invoicing, refers to the generation, transmission, and receipt
of invoices in a structured, machine-readable format—most commonly XML. In the
UAE, e-Invoicing is being introduced as part of a larger effort to enhance tax
compliance, operational efficiency, and digital transformation. The Federal Tax Authority
(FTA) has mandated that e-Invoices be transmitted through the globally recognized
Peppol network, making it mandatory for both business-to-business (B2B) and
business-to-government (B2G) transactions.

E-Invoicing vs. Traditional Invoicing

Unlike traditional invoices—often in paper, PDF, or scanned image formats—e-Invoices
are data-rich, structured documents. This enables automated processing, reduces
errors, and eliminates the need for manual entry, streamlining financial operations
significantly.

Key Features of the UAE e-Invoicing Framework
The UAE modelis based on a decentralized 5-corner structure:
Corner 1 - Supplier: Initiates invoice generation in their business system.

Corner -2- Supplier’s ASP (Accredited Service Provider): Validates and transmits the
invoice.

Corner-3- Buyer’s ASP: Verifies and delivers the invoice to the buyer.
Corner-4- Buyer: Receives the structured invoice data.
Corner -5 - FTA Platform: Receives tax-relevant extracts in real time.

These ASPs are integral to ensuring security, compliance, and near real-time reporting
to the FTA.

Summary of Rejection Handling:
Corner | Rejection Point Result Feedback Loop
2 Supplier’s ASP Invoice blocked at Feedback to
source Supplier
3 Buyer’s ASP Invoice not delivered to Feedback to
Buyer Supplier via Corner 2
5 FTA No rejection at this validation is
stage; upstream post-
submission audit
only




Objectives of the e-Invoicing System

The UAE’s e-Invoicing initiative aligns with global best practices and aims to:

Enhance transparency and tax compliance.

Improve operational efficiency and reduce administrative burdens.

Support economic competitiveness and strategic decision-making.

Deliver a better taxpayer experience through automation.

Key VAT Law Amendments to align E-Invoicing

1.

Legal Foundation Established
Federal Decree-Law No. 16 of 2024 formally amends the UAE VAT Law to
mandate electronic invoicing, effective from 30 October 2024.

Expanded Definitions Introduced

Key terms such as Electronic Invoicing System, Electronic Invoices, and
Electronic Credit Notes are now legally recognized, extending the definition of
“Tax Invoice” and “Credit Note” to include digital formats.

Mandatory Issuance & Retention Requirements

Articles 55, 65, and 70 require taxpayers to issue and retain electronic invoices
and credit notes in accordance with FTA guidelines—essential for VAT recovery
and compliance.

Enforcement and Penalties
Article 76 introduces penalties for failure to issue electronic invoices or credit
notes within specified timelines, reinforcing accountability.

Phased Rollout Ahnounced

A gradual implementation is scheduled —starting with large taxpayers under a
pilot program, followed by phased onboarding of other businesses. Companies
should begin evaluating and upgrading their ERP/invoicing systems for
compliance readiness.



Timeline

The rollout follows a phased approach:

Entity Type Revenue Deadline to appoint ASP Mandatory

Threshold Implementation Date
Large Business | > AED 50,000 31 July 2026 01 January 2027
Other Business | < AED 50,000 31March 2027 01 July 2027
Government N/A 31 March 2027 01 October 2027
Entities

Preparing for e-Invoicing

Businesses should begin by understanding the Peppol standards, selecting an
accredited ASP, and ensuring seamless system integration. It is also essential to align

internal processes with e-Invoicing requirements, maintain data privacy and security,

and prepare for cross-border compliance using TRNs and TINs as identifiers.

As the UAE embraces a future-ready tax ecosystem, timely preparation will ensure
businesses remain compliant, efficient, and competitive.
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