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In brief 

The Egyptian Government is planning to adopt a fully-fledged Value Added Tax (VAT) system, which 
will replace the current General Sales Tax (GST) system. We understand that the VAT draft law has 
now been sent to Parliament for endorsement and we expect it to be released in the coming weeks. 
However, an implementation date has not yet been confirmed by the Government.   

The transition to a VAT system constitutes a significant change for businesses who will need to 
consider the potential impacts on their operations and make the necessary changes to their systems to 
meet the new compliance requirements. We suggest businesses should start adopting VAT compliant 
strategies now in order to ensure a smooth transition. 

 

In detail 

Main expected changes 

from a GST to a VAT system 

The main changes to the 
current GST are as follows: 
 

 The standard rate of VAT 
will be higher. 

 VAT will apply to a 
broader range of goods 
and services. 

 There will be a broader 
entitlement to input VAT 
deduction and refund. 

 New filing and reporting 
obligations will be 
introduced, as well as, 
documentation 
requirements. 

About VAT 

Key features of VAT 

 VAT is a tax on 
consumption. 

 VAT is a transaction based 
tax, levied at each stage in 
the chain of production 
and distribution. 

 VAT is charged on supplies 
and VAT is deducted on 
purchases – except when 
exemptions apply. 

 It is collected by 
businesses on behalf of the 
Tax Authority. 

 VAT is reported on a self-
assessment basis – 
businesses submit a 
periodic VAT return to the 
Tax Authority in which 
they calculate the net VAT 
amount to be paid or 
refunded. 

What is subject to VAT?  
The envisaged system is a 
standard fully-fledged VAT 
system and the expected VAT 
rate is to be within the range of 
12%-15%.  
 
VAT is a broad based tax and is 
charged on most supplies of 
goods and services.  

Traditionally, few sectors or 
supplies would be exempt, 
zero-rated or subject to special 
schemes, e.g. education, basic 
food, medical services, 
financial services, real estate 
sector.    

Who is subject to VAT?  
A registration threshold has 
been considered, based on 
which businesses exceeding a 

certain annual turnover 
threshold will be required to 
register for VAT purposes, 
whereas an option to register 
will allow businesses achieving 
a lower annual turnover to 
voluntarily register for VAT. 
 
Under the GST system the 
current threshold for 
registration of resident 
companies is an annual 
turnover of at least EGP 
54,000 for manufacturers 
/suppliers of taxable services, 
and an annual turnover of at 
least EGP 150,000 for retailers 
and wholesalers respectively. 
 
Under the VAT system, the 
threshold for registration of 
resident companies is expected 
to increase to EGP 500,000. 
There is no expected threshold 
to be applied at import. 
 

Non-residents providing 
taxable supplies in Egypt 
would be liable to register 
directly in Egypt or through a 
fiscal representative who 
would be liable to comply with 
the VAT compliance 
requirements on behalf of the 
non-resident.  
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The acquisition of services from a 
non-resident would be subject to 
VAT in Egypt through the reverse 
charge mechanism (where the 
recipient in Egypt is the person 
liable for reporting VAT to the 
relevant Tax Authorities).  

VAT compliance requirements 

VAT registered businesses will be 
required to comply with a number 
of VAT obligations, including:  
 

 Keeping VAT books and 
records for a specific period 
of time, on paper or 
electronically, that must be 
accurate, complete and 
readable. 

 Issuing VAT invoices for their 
supplies and keep VAT 
invoices obtained from their 
suppliers as a requirement for 
deducting VAT. 

 Computing their VAT liability 
and submit a VAT return on a 
periodical basis. 

 Reporting all VAT on sales 
and purchases made in the 
period and calculate the net 
VAT amount to be paid or 
refunded. 

Similar to the GST filing 
requirements, the filing for VAT 
returns would take place on a 
monthly basis, with the 
declaration deadline under VAT 

being shortened to one month 
instead of two months. 

At this stage, we do not have 
clarity on how much time 
companies will have to get ready 
and implement the changes 
before the VAT go-live date. 
However, we understand that this 
time may be limited and would be 
compensated by a three month 
grace period, during which no 
penalties would be imposed on 
the miscalculation of the tax, or 
for late submission of VAT 
returns etc.  

What next?  
 
Business implementation 
Businesses need to start 
preparing in advance to be able to 
comply with the new tax 
obligations including charging, 
collecting and paying VAT to the 
Tax Authority in a timely manner.  
 
It is the right time to start 
creating awareness and increase 
knowledge throughout the 
organisation, as well as start 
assessing the potential impacts of 
the new tax on the business, 
including impact on margins and 
cash flow. It is also essential to 
ensure the right systems and 
processes are in place to apply the 
tax correctly and generate the 
required reporting and 
documentation.  

 

An important activity is to ensure 
all business units are trained and 
ready: supply chain, logistics, 
procurement, finance, tax and 
accounting. 

Where to start? 
Businesses will need to: 
 

 Assess the business impacts 
of the changes required under 
the VAT law, including the 
financial/commercial impact 
of VAT.  

 Create a project team to 
manage the VAT 
implementation. 

 Prepare a project 
plan/roadmap.  

 Adapt systems and processes 
to be able to comply with the 
new requirements. 

 Train personnel who will be 
involved in the 
transformation. 

 Start now. 

The takeaway 

Formal announcement of the new 
legislation is expected in the 
coming weeks and businesses 
should start adopting a VAT 
compliant strategy now to ensure 
a smooth transition when VAT is 
introduced.

 

Let’s talk 

For a deeper discussion of how this issue might affect your business, please contact: 

Middle East VAT contacts 

Dean Kern 
Middle East Tax and Legal Services Leader 
Direct: +971 (0)4 304 3575 
Email: dean.kern@ae.pwc.com 

Jeanine Daou 
Middle East Indirect Tax Leader 
Direct: +971 (0)4 304 3744 
Email: jeanine.daou@ae.pwc.com 

 

Abdallah ElAdly 
Egypt Tax Leader 
Direct: +202 2 2759 7887 
Email: abdallah.eladly@eg.pwc.com 

Karim Emam 
Tax Partner 
Direct: +202 2 2759 7881 
Email: karim.emam@eg.pwc.com 

Khalid Abouelyazid 
Indirect Tax Senior Manager 
Direct: +202 2 2759 7865 
Email: khalid.abouelyazid@eg.pwc.com 
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