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Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses

His Highness Sheikh Mohamed bin Zayed Al Nahyan, President of the United Arab
Emirates, has issued the following Decree-Law:

- Having reviewed the Constitution,
- Federal Law No. 1 of 1972 on the Competencies of Ministries and Powers of the Ministers,

and its amendments,

- Federal Law No. 26 of 1981 on the Commercial Maritime Law, and its amendments,
- Federal Law No. 5 of 1985 promulgating the Civil Transactions Law, and its amendments,
- Federal Law No. 18 of 1993 promulgating the Commercial Transactions Law, and its

amendments,

- Federal Law No. 4 of 2000 on the Emirates Securities and Commodities Authority and

Market, and its amendments,

- Federal Law No. 8 of 2004 on the Financial Free Zones,
- Federal Law No. 6 0of 2007 on the Regulation of Insurance Operations, and its amendments,
- Federal Law No. 2 of 2008 on the National Societies and Associations of Public Welfare,

and its amendments,

- Federal Law No. 8 of 2011 on the Reorganisation of the State Audit Institution,

- Federal Law No. 4 of 2012 on the Regulation of Competition,

- Federal Law No. 2 0f 2014 on Small and Medium Enterprises,

- Federal Law No. 12 of 2014 on the Organisation of the Auditing Profession, and its

amendments,

- Federal Decree-Law No. 9 of 2016 on Bankruptcy, and its amendments,

Federal Decree-Law No. 13 0of 2016 on the Establishment of the Federal Tax Authority, and
its amendments,

Federal Law No. 7 of 2017 on Excise Tax, and its amendments,

Federal Decree-Law No. 7 of 2017 on Tax Procedures, and its amendments,

Federal Decree-Law No. 8 0of 2017 on Value Added Tax, and its amendments,

Federal Decree-Law No. 14 of 2018 on the Central Bank and Organisation of Financial
Institutions and Activities, and its amendments,

Federal Decree-Law No. 15 of 2018 on the Collection of Public Revenue and Funds,
Federal Decree-Law No. 26 of 2019 on Public Finance,

Federal Decree-Law No. 19 of 2020 on Trust,

Federal Decree-Law No. 31 of 2021 promulgating the Crimes and Penalties Law, and its
amendments,

Federal Decree-Law No. 32 0f 2021 on Commercial Companies,

Federal Decree-Law No. 37 of 2021 on Commercial Registry,

Federal Decree-Law No. 46 of 2021 on Electronic Transactions and Trust Services,

Page 1



- Federal Decree-Law No. 35 of 2022 promulgating the Law of Evidence in Civil and

Commercial Transactions,

- Pursuant to what was presented by the Minister of Finance and approved by the Cabinet,

Chapter One — General provisions

Article 1 — Definitions

In the application of the provisions of this Decree-Law, the following words and expressions
shall have the meanings assigned against each, unless the context otherwise requires:

State

Federal Government
Local Government
Ministry

Minister

Authority
Corporate Tax

Business

Qualifying Income

Government Entity

Government Controlled
Entity

Person

Business Activity

Mandated Activity

: United Arab Emirates.
: The government of the United Arab Emirates.

: Any of the governments of the Member Emirates of the

Federation.

: Ministry of Finance.
: Minister of Finance.
: Federal Tax Authority.

: The tax imposed by this Decree-Law on juridical persons and

Business income.

: Any activity conducted regularly, on an ongoing and

independent basis by any Person and in any location, such
as industrial, commercial, agricultural, vocational,
professional, service or excavation activities or any other
activity related to the use of tangible or intangible
properties.

: Any income derived by a Qualifying Free Zone Person that

is subject to Corporate Tax at the rate specified in paragraph
(a) of Clause 2 of Article 3 of this Decree-Law.

: The Federal Government, Local Governments, ministries,

government departments, government agencies, authorities
and public institutions of the Federal Government or Local
Governments.

: Any juridical person, directly or indirectly wholly owned and

controlled by a Government Entity, as specified in a
decision issued by the Cabinet at the suggestion of the
Minister.

: Any natural person or juridical person.

: Any transaction or activity, or series of transactions or series

of activities conducted by a Person in the course of its
Business.

: Any activity conducted by a Government Controlled Entity in

accordance with the legal instrument establishing or
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State’s Territory
Natural Resources

Extractive Business

Non-Extractive Natural
Resource Business

Qualifying Public Benefit
Entity

Qualifying Investment Fund :

Exempt Person

Taxable Person

Licensing Authority

Licence

Taxable Income

Financial Year

Tax Return

Tax Period

regulating the entity, that is specified in a decision issued by
the Cabinet at the suggestion of the Minister.

: The State’s lands, territorial sea and airspace above it.
: Water, oil, gas, coal, naturally formed minerals, and other

non-renewable, non-living natural resources that may be
extracted from the State’s Territory.

: The Business or Business Activity of exploring, extracting,

removing, or otherwise producing and exploiting the
Natural Resources of the State or any interest therein as
determined by the Minister.

: The Business or Business Activity of separating, treating,

refining, processing, storing, transporting, marketing or
distributing the Natural Resources of the State.

: Any entity that meets the conditions set out in Article 9 of'this

Decree-Law and that is listed in a decision issued by the
Cabinet at the suggestion of the Minister.

Any entity whose principal activity is the issuing of
investment interests to raise funds or pool investor funds or
establish a joint investment fund with the aim of enabling
the holder of such an investment interest to benefit from the
profits or gains from the entity’s acquisition, holding,
management or disposal of investments, in accordance with
the applicable legislation and when it meets the conditions
set out in Article 10 of this Decree-Law.

: A Person exempt from Corporate Tax under Article 4 of this

Decree-Law.

: A Person subject to Corporate Tax in the State under this

Decree-Law.

The competent authority concerned with licensing or
authorising a Business or Business Activity in the State.

: A document issued by a Licensing Authority under which a

Business or Business Activity is conducted in the State.

: The income that is subject to Corporate Tax under this

Decree-Law.

: The period specified in Article 57 of this Decree-Law.
: Information filed with the Authority for Corporate Tax

purposes in the form and manner as prescribed by the
Authority, including any schedule or attachment thereto,
and any amendment thereof.

: The period for which a Tax Return is required to be filed.
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Related Party

Revenue
Recognised Stock Exchange

Resident Person

Non-Resident Person

Free Zone

Free Zone Person

Unincorporated Partnership :

Permanent Establishment

State Sourced Income

Qualifying Free Zone Person :

Investment Manager

Corporate Tax Payable

Foreign Partnership

: Any Person associated with a Taxable Person as

determined in Clause 1 of Article 35 of this Decree-Law.

: The gross amount of income derived during a Tax Period.
: Any stock exchange established in the State that is licensed

and regulated by the relevant competent authority, or any
stock exchange established outside the State of equal
standing.

: The Taxable Person specified in Clause 3 of Article 11 of

this Decree-Law.

: The Taxable Person specified in Clause 4 of Article 11 of

this Decree-Law.

: A designated and defined geographic area within the State

that 1s specified in a decision issued by the Cabinet at the
suggestion of the Minister.

: A juridical person incorporated, established or otherwise

registered in a Free Zone, including a branch of a
NonResident Person registered in a Free Zone.

A relationship established by contract between two Persons
or more, such as a partnership or trust or any other similar
association of Persons, in accordance with the applicable
legislation of the State.

: A place of Business or other form of presence in the State of

a Non-Resident Person in accordance with Article 14 of this
Decree-Law.

: Income accruing in, or derived from, the State as specified in

Article 13 of this Decree-Law.

A Free Zone Person that meets the conditions of Article 18 of
this Decree-Law and is subject to Corporate Tax under
Clause 2 of Article 3 of this Decree-Law.

: A Person who provides brokerage or investment management

services that is subject to the regulatory oversight of the
competent authority in the State.

: Corporate Tax that has or will become due for payment to

the Authority in respect of one or more Tax Periods.

: A relationship established by contract between two Persons

or more, such as a partnership or trust or any other similar
association of Persons, in accordance with laws of a foreign
jurisdiction.
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Foreign Tax Credit

Family Foundation

Interest

Accounting Income

Exempt Income

Connected Person

Tax Loss

Qualifying Business Activity

Foreign Permanent
Establishment

Market Value

Qualifying Group

Net Interest Expenditure

Bank

: Tax paid under the laws of a foreign jurisdiction on income

or profits that may be deducted from the Corporate Tax due,
in accordance with the conditions of Clause 2 of Article 47
of this Decree-Law.

: Any foundation, trust or similar entity that meets the

conditions of Article 17 of this Decree-Law.

: Any amount accrued or paid for the use of money or credit,

including discounts, premiums and profit paid in respect of
an Islamic financial instrument and other payments
economically equivalent to interest, and any other amounts
incurred in connection with the raising of finance, excluding
payments of the principal amount.

: The accounting net profit or loss for the relevant Tax Period

as per the financial statements prepared in accordance with
the provisions of Article 20 of this Decree-Law.

Any income exempt from Corporate Tax under this
DecreeLaw.

: Any Person affiliated with a Taxable Person as determined in

Clause 2 of Article 36 of this Decree-Law.

: Any negative Taxable Income as calculated under this Decree-

Law for a given Tax Period.

: Any activity that is specified in a decision issued by the

Cabinet at the suggestion of the Minister.

: A place of Business or other form of presence outside the

State of a Resident Person that is determined in accordance
with the criteria prescribed in Article 14 of this Decree-Law.

: The price which could be agreed in an arm’s-length free

market transaction between Persons who are not Related
Parties or Connected Persons in similar circumstances.

: Two or more Taxable Persons that meet the conditions of

Clause 2 of Article 26 of this Decree-Law.

: The Interest expenditure amount that is in excess of the

Interest income amount as determined in accordance with
the provisions of this Decree-Law.

: A Person licensed in the State as a bank or finance institution

or an equivalent licensed activity that allows the taking of
deposits and the granting of credits as defined in the
applicable legislation of the State.
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Insurance Provider

Control

Tax Group

Withholding Tax Credit

Withholding Tax

Tax Registration

Tax Registration Number
Tax Deregistration

Tax Procedures Law

Administrative Penalties

: A Person licensed in the State as an insurance provider that

accepts risks by entering into or carrying out contracts of
insurance, in both the life and non-life sectors, including
contracts of reinsurance and captive insurance, as defined in
the applicable legislation of the State.

: The direction and influence over one Person by another

Person in accordance with the conditions of Clause 2 of
Article 35 of this Decree-Law.

: Two or more Taxable Persons treated as a single Taxable

Person according to the conditions of Article 40 of this
Decree-Law.

: The Corporate Tax amount that can be deducted from the

Corporate Tax due in accordance with the conditions of
Clause 2 of Article 46 of this Decree-Law.

: Corporate Tax to be withheld from State Sourced Income in

accordance with Article 45 of this Decree-Law.

: Aprocedure under which a Person registers for Corporate Tax

purposes with the Authority.

: A unique number issued by the Authority to each Person who

is registered for Corporate Tax purposes in the State.

: A procedure under which a Person is deregistered for

Corporate Tax purposes with the Authority.

: The federal law that governs tax procedures in the State.

: Amounts imposed and collected under this Decree-Law or the

Tax Procedures Law.

Chapter Two — Imposition of Corporate Tax and Applicable Rates

Article 2 — Imposition of Corporate Tax

Corporate Tax shall be imposed on Taxable Income, at the rates determined under this Decree-
Law, and payable to the Authority under this Decree-Law and the Tax Procedures Law.

Article 3 — Corporate Tax Rate

1. Corporate Tax shall be imposed on the Taxable Income at the following rates:

a) 0% (zero percent) on the portion of the Taxable Income not exceeding the amount
specified in a decision issued by the Cabinet at the suggestion of the Minister.

b) 9% (nine percent) on Taxable Income that exceeds the amount specified in a decision
issued by the Cabinet at the suggestion of the Minister.
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2. Corporate Tax shall be imposed on a Qualifying Free Zone Person at the following rates:

a)

b)

0% (zero percent) on Qualifying Income.

9% (nine percent) on Taxable Income that is not Qualifying Income under Article 18
of this Decree-Law and any decision issued by the Cabinet at the suggestion of the
Minister in respect thereof.

Chapter Three — Exempt Person

Article 4 — Exempt Person

1. The following Persons shall be exempt from Corporate Tax:

a)
b)

c)

d)

f)

g)

h)

A Government Entity.
A Government Controlled Entity.

A Person engaged in an Extractive Business, that meets the conditions of Article 7
of this Decree-Law.

A Person engaged in a Non-Extractive Natural Resource Business, that meets the
conditions of Article 8 of this Decree-Law.

A Qualifying Public Benefit Entity under Article 9 of this Decree-Law.
A Qualifying Investment Fund under Article 10 of this Decree-Law.
A public pension or social security fund, or a private pension or social security fund

that is subject to regulatory oversight of the competent authority in the State and that
meets any other conditions that may be prescribed by the Minister.

A juridical person incorporated in the State that is wholly owned and controlled by
an Exempt Person specified in paragraphs (a), (b), (f) and (g) of Clause 1 of this
Article and conducts any of the following:

1. Undertakes part or whole of the activity of the Exempt Person.
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2. Is engaged exclusively in holding assets or investing funds for the benefit of
the Exempt Person.

3. Only carries out activities that are ancillary to those carried out by the Exempt
Person.

i) Any other Person as may be determined in a decision issued by the Cabinet at the
suggestion of the Minister.

. A Person under paragraphs (a), (b), (c¢) and (d) of Clause 1 of this Article that is a Taxable
Person insofar as it relates to any Business or Business Activity under Articles 5, 6, 7 or 8

of this Decree-Law, respectively, shall be treated as an Exempt Person for the purposes of
Articles 26, 27, 38 and 40 of this Decree-Law.

. Persons specified in paragraphs (f), (g), (h) and (i) of Clause 1 of this Article, as applicable,
are required to apply to the Authority to be exempt from Corporate Tax in the form and
manner and within the timeline prescribed by the Authority in this regard.

. The exemption from Corporate Tax under paragraphs (f), (g), (h) and (i) of Clause 1 of'this
Article, as applicable, shall be effective from the beginning of the Tax Period specified in
the application, or any other date determined by the Authority.

. In the event that the Exempt Person failed to meet any of the conditions under the relevant
provisions of this Decree-Law at any particular time during a Tax Period, such Person shall
cease to be an Exempt Person for the purposes of this Decree-Law from the beginning of
that Tax Period.

. For the purposes of Clause 5 of this Article, the Minister may prescribe the conditions
under which a Person may continue to be an Exempt Person, or cease to be an Exempt
Person from a different date, in any of the following instances:

a) Failure to meet the conditions is the result of the liquidation or termination of the
Person.

b) Failure to meet the conditions is of a temporary nature and will be promptly rectified,
and appropriate procedures are in place to monitor the compliance with the relevant
conditions of this Decree-Law.
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c) Any other instances as may be prescribed by the Minister.

Article 5 — Government Entity

1. A Government Entity shall be exempt from Corporate Tax and the provisions of this

Decree-Law shall not apply to it.

. Notwithstanding Clause 1 of this Article, a Government Entity shall be subject to the

provisions of this Decree-Law if it conducts a Business or Business Activity under a
Licence issued by a Licensing Authority.

. Any Business or Business Activity conducted by a Government Entity under a Licence

issued by a Licensing Authority shall be treated as an independent Business, and the
Government Entity shall keep financial statements for this Business separately from the
Government Entity’s other activities.

The Government Entity shall calculate the Taxable Income for its Business or Business
Activity specified in Clause 2 of this Article independently for each Tax Period, in
accordance with the provisions of this Decree-Law.

. Transactions between the Business or Business Activity specified under Clause 2 of this

Article and the other activities of the Government Entity shall be considered Related Party
transactions subject to the provisions of Article 34 of this Decree-Law.

A Government Entity may apply to the Authority for all its Businesses and Business
Activities to be treated as a single Taxable Person for the purposes of this Decree-Law
subject to meeting the conditions to be prescribed by the Minister.

Article 6 — Government Controlled Entity

1.

2.

A Government Controlled Entity shall be exempt from Corporate Tax and the provisions
of this Decree-Law shall not apply to it.

Notwithstanding Clause 1 of this Article, a Government Controlled Entity shall be subject
to the provisions of this Decree-Law if it conducts a Business or Business Activity that is
not its Mandated Activities.

Any Business or Business Activity conducted by a Government Controlled Entity that is
not its Mandated Activity shall be treated as an independent Business, and the Government
Controlled Entity shall keep financial statements for this Business separately from its
Mandated Activity.
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4. The Government Controlled Entity shall calculate the Taxable Income for its Business or
Business Activity that is not its Mandated Activity independently for each Tax Period, in
accordance with the provisions of this Decree-Law.

5. Transactions between the Business or Business Activity specified in Clause 2 of this
Article and the Mandated Activity of the Government Controlled Entity shall be
considered Related Party transactions subject to the provisions of Article 34 of'this Decree-
Law.

Article 7 — Extractive Business

1. A Person shall be exempt from Corporate tax and the provisions of this Decree-Law shall
not apply to its Extractive Business where all of the following conditions are met:

a) The Person directly or indirectly holds or has an interest in a right, concession or
Licence issued by a Local Government to undertake its Extractive Business.

b) The Person is effectively subject to tax under the applicable legislation of an Emirate
in accordance with the provisions of Clause 6 of this Article.

c) The Person has made a notification to the Ministry in the form and manner agreed
with the Local Government.

2. Ifa Person that meets the conditions of Clause 1 of this Article derives income from both
an Extractive Business and any other Business that is within the scope of this Decree-Law,
the following shall apply:

a) The income derived from the Extractive Business shall be calculated and taxed
according to the applicable legislation of the Emirate.

b) The income derived from the other Business shall be subject to the provisions of this
Decree-Law, unless that other Business meets the conditions to be exempt from
Corporate Tax under Article 8 of this Decree-Law.

3. For the purposes of Clause 2 of this Article, a Person shall not be considered to derive
income from any other Business where such other Business is ancillary or incidental to
that Person’s Extractive Business and the Revenue of such other Business in a Tax Period
does not exceed 5% (five percent) of the total Revenue of that Person in the same Tax
Period.
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4. For the purposes of calculating the Taxable Income of the Person’s other Business, the
following shall apply:

a) The other Business shall be treated as an independent Business, and financial
statements shall be kept for this Business separately from the Extractive Business.

b) Any common expenditure shared between the Extractive Business and the other
Business of the Person shall be apportioned in proportion to their Revenue in the Tax
Period, unless such expenditure is taken into account in different proportions for the
purposes of calculating the tax payable by the Person under the applicable legislation
of the relevant Emirate in respect of its Extractive Business, in which case the
expenditure will be apportioned in the latter proportion.

c) The Person shall calculate the Taxable Income for its other Business independently
for each Tax Period in accordance with the provisions of this Decree-Law.

5. Transactions between the Extractive Business and the other Business of the same Person
shall be considered Related Party transactions subject to the provisions of Article 34 of this
Decree-Law, unless such other Business is exempt from Corporate Tax under Article
8 of this Decree-Law.

6. A Person shall be considered effectively subject to tax under the applicable legislation of
the Emirate for the purposes of this Article if the Local Government imposes a tax on
income or profits, a royalty or revenue tax, or any other form of tax, charge or levy in
respect of such Person’s Extractive Business.

7. The exemption under this Article shall not apply to contractors, subcontractors, suppliers
or any other Person used or contemplated to be used in any part of the performance of the
Extractive Business that does not in its own right meet the conditions to be exempt from
Corporate Tax under this Article or Article 8 of this Decree-Law.

Article 8 — Non-Extractive Natural Resource Business

1. A Person shall be exempt from Corporate tax and the provisions of this Decree-Law shall
not apply to its Non-Extractive Natural Resource Business where all of the following
conditions are met:

a) The Person directly or indirectly holds or has an interest in a right, concession or

Licence issued by a Local Government to undertake its Non-Extractive Natural
Resource Business in the State.
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b)

d)

The Person’s income from its Non-Extractive Natural Resource Business is derived
solely from Persons that undertake a Business or Business Activity.

The Person is effectively subject to tax under the applicable legislation of an Emirate
in accordance with the provisions of Clause 6 of this Article.

The Person has made a notification to the Ministry in the form and manner agreed
with the Local Government.

2. Ifa Person that meets the conditions of Clause 1 of this Article derives income from both
a Non-Extractive Natural Resource Business and any other Business that is within the
scope of this Decree-Law, the following shall apply:

a)

b)

The income derived from the Non-Extractive Natural Resource Business shall be
calculated and taxed according to the applicable legislation of the Emirate.

The income derived from the other Business shall be subject to this Decree-Law,
unless that other Business meets the conditions to be exempt from Corporate Tax
under Article 7 of this Decree-Law.

3. For the purposes of Clause 2 of this Article, a Person shall not be considered to derive
income from any other Business where such other Business is ancillary or incidental to
that Person’s Non-Extractive Natural Resource Business and the Revenue of such other
Business in a Tax Period does not exceed 5% (five percent) of the total Revenue of that
Person in the same Tax Period.

For the purposes of calculating the Taxable Income of the Person’s other Business, the

following shall apply:

a)

b)

The other Business shall be treated as an independent Business, and financial
statements shall be kept for this Business separately from the Non-Extractive Natural
Resource Business.

Any common expenditure shared between the Non-Extractive Natural Resource
Business and other Business of the Person shall be apportioned in proportion to their
Revenue in a Tax Period, unless such expenditure is taken into account in a different
proportion for the purposes of calculating the tax payable by the Person under the
applicable legislation of the relevant Emirate in respect of its NonExtractive Natural
Resource Business, in which case the expenditure will be apportioned in the latter
proportion.
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c) The Person shall calculate the Taxable Income for the other Business independently
for each Tax Period in accordance with the provisions of this Decree-Law.

5. Transactions between the Non-Extractive Natural Resource Business and any other
Business of the same Person shall be considered Related Party transactions subject to the
provisions of Article 34 of this Decree-Law, unless such other Business is exempt from
Corporate Tax under Article 7 of this Decree-Law.

6. A Person shall be considered effectively subject to tax under the applicable legislation of
the Emirate, for the purposes of this Article if the Local Government imposes a tax on
income or profits, a royalty or revenue tax, or any other form of tax, charge or levy in
respect of such Person’s Non-Extractive Natural Resource Business.

7. The exemption under this Article shall not apply to contractors, subcontractors, suppliers
or any other Person used or contemplated to be used in any part of the performance of the
Non-Extractive Natural Resource Business that does not in its own right meets the
conditions to be exempt from Corporate Tax under this Article or Article 7 of this
DecreeLaw.

Article 9 — Qualifying Public Benefit Entity

1. A Qualifying Public Benefit Entity shall be exempt from Corporate Tax where all of the
following conditions are met:

a) It is established and operated for any of the following:

1. Exclusively for religious, charitable, scientific, artistic, cultural, athletic,
educational, healthcare, environmental, humanitarian, animal protection or
other similar purposes.

2. As aprofessional entity, chamber of commerce, or a similar entity operated

exclusively for the promotion of social welfare or public benefit.

b) It does not conduct a Business or Business Activity, except for such activities that
directly relate to or are aimed at fulfilling the purpose for which the entity was
established.

c) Its income or assets are used exclusively in the furtherance of the purpose for which

it was established, or for the payment of any associated necessary and reasonable
expenditure incurred.

Page 13



d) No part of its income or assets is payable to, or otherwise available, for the personal
benefit of any shareholder, member, trustee, founder or settlor that is not itself a
Qualifying Public Benefit Entity, Government Entity or Government Controlled
Entity.

e) Any other conditions as may be prescribed in a decision issued by the Cabinet at the
suggestion of the Minister.

2. The exemption under Clause 1 of this Article shall be effective from the beginning of the
Tax Period in which the Qualifying Public Benefit Entity is listed in the Cabinet decision
issued at the suggestion of the Minister or any other date determined by the Minister.

3. For the purposes of monitoring the continued compliance by a Qualifying Public Benefit
Entity with the conditions of Clause 1 of this Article, the Authority may request any
relevant information or records from the Qualifying Public Benefit Entity within the
timeline specified by the Authority.

Article 10 — Qualifying Investment Fund

1. An investment fund may apply to the Authority to be exempt from Corporate Tax as a
Qualifying Investment Fund where all of the following conditions are met:

a) The investment fund or the investment fund’s manager is subject to the regulatory
oversight of a competent authority in the State, or a foreign competent authority
recognised for the purposes of this Article.

b) Interests in the investment fund are traded on a Recognised Stock Exchange, or are
marketed and made available sufficiently widely to investors.

¢) The main or principal purpose of the investment fund is not to avoid Corporate Tax.

d) Any other conditions as may be prescribed in a decision issued by Cabinet at the
suggestion of the Minister.

2. For the purposes of monitoring the continued compliance by a Qualifying Investment Fund
with the conditions of Clause 1 of this Article, the Authority may request any relevant
information or records within the timeline prescribed by the Authority.

Chapter Four — Taxable Person and Corporate Tax Base

Page 14



Article 11 — Taxable Person

1. Corporate Tax shall be imposed on a Taxable Person at the rates determined under this
Decree-Law.

2. For the purposes of this Decree-Law, a Taxable Person shall be either a Resident Person or
a Non-Resident Person.

3. AResident Person is any of the following Persons:

a) A juridical person that is incorporated or otherwise established or recognised under
the applicable legislation of the State, including a Free Zone Person.

b) A juridical person that is incorporated or otherwise established or recognised under
the applicable legislation of a foreign jurisdiction that is effectively managed and
controlled in the State.

c) A natural person who conducts a Business or Business Activity in the State.

d) Any other Person as may be determined in a decision issued by the Cabinet at the
suggestion of the Minister.

4. A Non-Resident Person is a Person who is not considered a Resident Person under Clause
3 of this Article and that either:

a) Has a Permanent Establishment in the State as under Article 14 of this Decree-Law.
b) Derives State Sourced Income as under Article 13 of this Decree-Law.

c) Has a nexus in the State as specified in a decision issued by the Cabinet at the
suggestion of the Minister.

5. A branch in the State of a Person referred to in Clause 3 of this Article, shall be treated as
one and the same Taxable Person.

6. The Cabinet shall, upon a suggestion of the Minister and in coordination with the relevant
competent authorities, issue a decision specifying the categories of Business or Business
Activity conducted by a resident or non-resident natural person that are subject to

Corporate Tax under this Decree-Law.
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Article 12 — Corporate Tax Base

1. A Resident Person, which is a juridical person, is subject to Corporate Tax on its Taxable
Income derived from the State or from outside the State, in accordance with the provisions
of this Decree-Law.

2. The Taxable Income of a Resident Person, which is a natural person, is the income derived
from the State or from outside the State insofar as it relates to the Business or Business
Activity conducted by the natural person in the State as set out in Clause 6 of Article 11 of
this Decree-Law.

3. A Non-Resident Person is subject to Corporate Tax on the following:

a) The Taxable Income that is attributable to the Permanent Establishment of the Non-
Resident Person in the State.

b) State Sourced Income that is not attributable to a Permanent Establishment of the
Non-Resident Person in the State.

c¢) The Taxable Income that is attributable to the nexus of the Non-Resident Person in

the State as determined in a decision issued by the Cabinet pursuant to paragraph (c)
of Clause 4 of Article 11 of this Decree-Law.

Article 13 — State Sourced Income
1. Income shall be considered State Sourced Income in any of the following instances:
a) Where it is derived from a Resident Person.
b) Where it is derived from a Non-Resident Person and the income received has been
paid or accrued in connection with, and attributable to, a Permanent Establishment

of that Non-Resident Person in the State.

c) Where it is otherwise accrued in or derived from activities performed, assets located,
capital invested, rights used, or services performed or benefitted from in the State.

2. Subject to any conditions and limitations that the Minister may determine, State Sourced
Income shall include, without limitation:

a) Income from the sale of goods in the State.
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b) Income from the provision of services that are rendered or utilised or benefitted from
in the State.

c) Income from a contract insofar as it has been wholly or partly performed or
benefitted from in the State.

d) Income from movable or immovable property in the State.
e) Income from the disposal of shares or capital of a Resident Person.

f) Income from the use or right to use in the State, or the grant of permission to use in
the State, any intellectual or intangible property.

g) Interest that meets any of the following conditions:
1. The loan is secured by movable or immovable property located in the State.
2. The borrower is a Resident Person.
3. The borrower is a Government Entity.
h) Insurance or reinsurance premiums in any of the following instances:
1. The insured asset is located in the State.
2. The insured Person is a Resident Person.

3. The insured activity is conducted in the State.

Article 14 — Permanent Establishment

1. ANon-Resident Person has a Permanent Establishment in the State in any of the following
instances:

a) Where it has a fixed or permanent place in the State through which the Business of
the Non-Resident Person, or any part thereof, is conducted.

b) Where a Person has and habitually exercises an authority to conduct a Business or
Business Activity in the State on behalf of the Non-Resident Person.

c) Where it has any other form of nexus in the State as specified in a decision issued by
the Cabinet at the suggestion of the Minister.
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2. For the purposes of paragraph (a) of Clause 1 of this Article, a fixed or permanent place in
the State includes:

f)

g)

h)

A place of management where management and commercial decisions that are

necessary for the conduct of the Business are, in substance, made. b) A branch.
An office.

A factory.

A workshop.

Land, buildings and other real property.

An installation or structure for the exploration of renewable or non-renewable natural
resources.

A mine, an oil or gas well, a quarry or any other place of extraction of natural
resources, including vessels and structures used for the extraction of such resources.

A building site, a construction project, or place of assembly or installation, or
supervisory activities in connection therewith, but only if such site, project or
activities, whether separately or together with other sites, projects or activities, last
more than (6) six months, including connected activities that are conducted at the
site or project by one or more Related Parties of the Non-Resident Person.

3. Notwithstanding Clauses 1 and 2 of this Article, a fixed or permanent place in the State
shall not be considered a Permanent Establishment of a Non-Resident Person if it is used
solely for any of the following purposes:

a)

b)

d)

Storing, displaying or delivering of goods or merchandise belonging to that Person.

Keeping a stock of goods or merchandise belonging to that Person for the sole
purpose of processing by another Person.

Purchasing goods or merchandise or collecting information for the Non-Resident
Person.

Conducting any other activity of a preparatory or auxiliary nature for the
NonResident Person.
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e) Conducting any combination of activities mentioned in paragraphs (a), (b), (¢) and
(d) of Clause 3 of this Article, provided that the overall activity is of a preparatory or
auxiliary nature.

4. Clause 3 of this Article shall not apply to a fixed or permanent place in the State that is
used or maintained by a Non-Resident Person if the same Non-Resident Person or its
Related Party carries on a Business or Business Activity at the same place or at another
place in the State where all of the following conditions are met:

a) Where the same place or the other place constitutes a Permanent Establishment of
the Non-Resident Person or its Related Party.

b) The overall activity resulting from the combination of the activities carried out by
the Non-Resident Person and its Related Party at the same place or at the two places
is not of a preparatory or auxiliary nature and together would form a cohesive
Business operation, had the activities not been fragmented.

5. For the purposes of paragraph (b) of Clause 1 of this Article, a Person shall be considered
as having and habitually exercising an authority to conduct a Business or Business Activity
in the State on behalf of a Non-Resident Person if any of the following conditions are met:

a) The Person habitually concludes contracts on behalf of the Non-Resident Person.

b) The Person habitually negotiates contracts that are concluded by the Non-Resident
Person without the need for material modification by the Non-Resident Person.

6. The provisions of Paragraph (b) of Clause 1 of this Article shall not apply where the Person
conducts a Business or Business Activity in the State as an independent agent and acts for
the Non-Resident Person in the ordinary course of that Business or Business Activity,
unless the Person acts exclusively or almost exclusively on behalf of the Non-Resident
Person, or where that Person cannot be considered legally or economically independent
from the Non-Resident Person.

7. For the purposes of Clause 3 of this Article, the Minister may prescribe the conditions
under which the mere presence of a natural person in the State does not create a Permanent
Establishment for a Non-Resident Person in any of the following instances:

a) Where such presence is a consequence of a temporary and exceptional situation.
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b)

Where the natural person is employed by the Non-Resident Person, and all of the
following conditions are met:

1. The activities being conducted in the State by the natural person are not part
of the core income-generating activities of the Non-Resident Person or its
Related Parties.

2. The Non-Resident Person does not derive State Sourced Income.

Article 15 — Investment Manager Exemption

1. For the purposes of Clause 6 of Article 14 of this Decree-Law, an Investment Manager
shall be considered an independent agent when acting on behalf of a Non-Resident Person,
where all of the following conditions are met:

a)

b)

c)

d)

f)

g)

The Investment Manager is engaged in the business of providing investment
management or brokerage services.

The Investment Manager is subject to the regulatory oversight of the competent
authority in the State.

The transactions are carried out in the ordinary course of the Investment Manager’s
Business.

The Investment Manager acts in relation to the transactions in an independent
capacity.

The Investment Manager transacts on an arm’s length basis with the Non-Resident
Person and receives due compensation for the provision of services.

The Investment Manager is not the Non-Resident Person’s representative in the State
in relation to any other income or transaction that is subject to Corporate Tax for the
same Tax Period.

Any such other conditions as may be prescribed in a decision issued by the Cabinet
at the suggestion of the Minister.

2. For the purposes of Clause 1 of this Article, “transactions” means any of the following:

a)

Transactions in commodities, real property, bonds, shares, derivatives or securities
of any other description.
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b) Transactions of buying or selling any foreign currency or placement of funds at
interest.

c) Such other transactions permissible to be carried out by the Investment Manager on
behalf of'a Non-Resident Person under the applicable legislation of the State.

Article 16 — Partners in an Unincorporated Partnership
1. Unless an application is made under Clause 8 of this Article, and subject to any conditions

the Minister may prescribe, an Unincorporated Partnership shall not be considered a
Taxable Person in its own right, and Persons conducting a Business as an Unincorporated

Partnership shall be treated as individual Taxable Persons for the purposes of this
DecreeLaw.

2. Where Clause 1 of this Article applies, a Person who is a partner in an Unincorporated
Partnership shall be treated as:

a) Conducting the Business of the Unincorporated Partnership.
b) Having a status, intention, and purpose of the Unincorporated Partnership.
c) Holding assets that the Unincorporated Partnership holds.

d) Being party to any arrangement to which the Unincorporated Partnership is a party.

3. For the purposes of Clause 1 of this Article, the assets, liabilities, income and expenditure
of the Unincorporated Partnership shall be allocated to each partner in proportion to their
distributive share in that Unincorporated Partnership, or in the manner prescribed by the
Authority where the distributive share of a partner cannot be identified.

4. The Taxable Income of a partner in an Unincorporated Partnership shall take into account
the following:

a) Expenditure incurred directly by the partner in conducting the Business of the
Unincorporated Partnership.

b) Interest expenditure incurred by the partner in relation to contributions made to the
capital account of the Unincorporated Partnership.
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5. Interest paid by an Unincorporated Partnership to a partner on their capital account shall
be treated as an allocation of income to the partner and is therefore not a deductible
expenditure for calculating the Taxable Income of the partner in the Unincorporated
Partnership.

6. For the purposes of calculating and settling the Corporate Tax Payable of a partner in an
Unincorporated Partnership under Chapter Thirteen of this Decree-Law, any foreign tax
incurred by the Unincorporated Partnership shall be allocated as a Foreign Tax Credit to
each partner in proportion to their distributive share in the Unincorporated Partnership.

7. A Foreign Partnership shall be treated as an Unincorporated Partnership for the purposes
of this Decree-Law where all of the following conditions are met:

a)

b)

c)

The Foreign Partnership is not subject to tax under the laws of the foreign
jurisdiction.

Each partner in the Foreign Partnership is individually subject to tax with regards to
their distributive share of any income of the Foreign Partnership as and when the
income is received by or accrued to the Foreign Partnership.

Any other conditions as may be prescribed by the Minister.

8. The partners in an Unincorporated Partnership can make an application to the Authority
for the Unincorporated Partnership to be treated as a Taxable Person.

9. Where an application under Clause 8 of this Article is approved:

a)

b)

c)

The provisions of Clauses 1 to 6 of this Article shall no longer apply to the partners
in the Unincorporated Partnership in respect of the Business conducted by the
Unincorporated Partnership.

Each partner in the Unincorporated Partnership shall remain jointly and severally
liable for the Corporate Tax Payable by the Unincorporated Partnership for those Tax
Periods when they are partners in the Unincorporated Partnership.

One partner in the Unincorporated Partnership shall be appointed as the partner
responsible for any obligations and proceedings in relation to this Decree-Law on
behalf of the Unincorporated Partnership.

Page 22



10. Where the application under Clause 8 of this Article is approved, the Unincorporated
Partnership shall be treated as a Taxable Person effective from the commencement of the
Tax Period in which the application is made, or from the commencement of a future Tax
Period, or any other date determined by the Authority.

Article 17 — Family Foundation

1. A Family Foundation can make an application to the Authority to be treated as an
Unincorporated Partnership for the purposes of this Decree-Law where all of the following
conditions are met:

a) The Family Foundation was established for the benefit of identified or identifiable
natural persons, or for the benefit of a public benefit entity, or both.

b) The principal activity of the Family Foundation is to receive, hold, invest, disburse,
or otherwise manage assets or funds associated with savings or investment.

c) The Family Foundation does not conduct any activity that would have constituted a
Business or Business Activity under Clause 6 of Article 11 of this Decree-Law had
the activity been undertaken, or its assets been held, directly by its founder, settlor,

or any of its beneficiaries.

d) The main or principal purpose of the Family Foundation is not the avoidance of
Corporate Tax.

e) Any other conditions as may be prescribed by the Minister.

2. Where the application under Clause 1 of this Article is approved, the Family Foundation
shall be treated as an Unincorporated Partnership effective from the commencement of the
Tax Period in which the application is made, or from the commencement of a future Tax
Period, or any other date determined by the Authority.

3. For the purposes of monitoring the continued compliance by a Family Foundation with the
conditions of Clause 1 of this Article, the Authority may request any relevant information
or records from the Family Foundation within the timeline specified by the Authority.

Chapter Five — Free Zone Person

Article 18 — Qualifying Free Zone Person
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1. A Qualifying Free Zone Person is a Free Zone Person that meets all of the following
conditions:

a) Maintains adequate substance in the State.

b) Derives Qualifying Income as specified in a decision issued by the Cabinet at the
suggestion of the Minister.

c) Has not elected to be subject to Corporate Tax under Article 19 of this Decree-Law.
d) Complies with Articles 34 and 55 of this Decree-Law.

e) Meets any other conditions as may be prescribed by the Minister.

2. A Qualifying Free Zone Person that fails to meet any of the conditions under Clause 1 of
this Article at any particular time during a Tax Period shall cease to be a Qualifying Free
Zone Person from the beginning of that Tax Period.

3. Notwithstanding Clause 2 of this Article, the Minister may prescribe the conditions or
circumstances under which a Person may continue to be a Qualifying Free Zone Person,
or cease to be a Qualifying Free Zone Person from a different date.

4. The application of paragraph (a) of Clause 2 of Article 3 of this Decree-Law to a Qualifying

Free Zone Person shall apply for the remainder of the tax incentive period stipulated in the
applicable legislation of the Free Zone in which the Qualifying Free Zone Person is
registered, which period may be extended in accordance with any conditions as may be
determined in a decision issued by the Cabinet at the suggestion of the Minister, but any
one period shall not exceed (50) fifty years.

Article 19 — Election to be Subject to Corporate Tax

1. A Qualifying Free Zone Person can make an election to be subject to Corporate Tax at the
rates specified under Clause 1 of Article 3 of this Decree-Law.

2. The election under Clause 1 of this Article shall be effective from either of:

a) The commencement of the Tax Period in which the election is made.
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b)

The commencement of the Tax Period following the Tax Period in which the election
was made.

Chapter Six — Calculating Taxable Income

Article 20 — General Rules for Determining Taxable Income

1. The Taxable Income of each Taxable Person shall be determined separately, on the basis
of adequate, standalone financial statements prepared for financial reporting purposes in
accordance with accounting standards accepted in the State.

2. The Taxable Income for a Tax Period shall be the Accounting Income for that period, and
to the extent applicable, adjusted for the following:

a)
b)
c)

d)

f)

g)

h)

Any unrealised gain or loss under Clause 3 of this Article.

Exempt Income as specified in Chapter Seven of this Decree-Law.
Reliefs as specified in Chapter Eight of this Decree-Law.
Deductions as specified in Chapter Nine of this Decree-Law.

Transactions with Related Parties and Connected Persons as specified in Chapter Ten
of this Decree-Law.

Tax Loss relief as specified in Chapter Eleven of this Decree-Law.

Any incentives or special reliefs for a Qualifying Business Activity as specified in a
decision issued by the Cabinet at the suggestion of the Minister.

Any income or expenditure that has not otherwise been taken into account in
determining the Taxable Income under the provisions of this Decree-Law as may be
specified in a decision issued by the Cabinet at the suggestion of the Minister.

Any other adjustments as may be specified by the Minister.

3. For the purposes of calculating the Taxable Income for the relevant Tax Period, and subject
to any conditions that the Minister may prescribe, a Taxable Person that prepares financial
statements on an accrual basis may elect to take into account gains and losses on a
realisation basis in relation to:
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a) all assets and liabilities that are subject to fair value or impairment accounting under
the applicable accounting standards; or

b) all assets and liabilities held on capital account at the end of a Tax Period, whilst
taking into account any unrealised gain or loss that arises in connection with assets
and liabilities held on revenue account at the end of that period.

4. For the purposes of paragraph (b) of Clause 3 of this Article:

a) “Assets held on capital account” refers to assets that the Person does not trade, assets
that are eligible for depreciation, or assets treated under applicable accounting
standards as property, plant and equipment, investment property, intangible assets,
or other non-current assets.

b) “Liabilities held on capital account” refers to liabilities, the incurring of which does
not give rise to deductible expenditure under Chapter Nine of this Decree-Law, or

liabilities treated under applicable accounting standards as non-current liabilities.

c) “Assets and liabilities held on revenue account” refers to assets and liabilities other
than those held on a capital account.

d) An “unrealised gain or loss” includes an unrealised foreign exchange gain or loss.

5. Notwithstanding Clauses 1 and 3 of this Article, the Minister may prescribe any of the
following for the purposes of this Decree-Law:

a) The circumstances and conditions under which a Person may prepare financial
statements using the cash basis of accounting.

b) Any adjustments to the accounting standards to be applied for the purposes of
determining the Taxable Income for a Tax Period.

c) A different basis for determining the Taxable Income of a Qualifying Business

Activity.

6. Subject to any conditions prescribed under Clause 5 of this Article, a Taxable Person can
make an application to the Authority to change its method of accounting from cash basis
to accrual basis from the commencement of the Tax Period in which the application is
made or from the commencement of a future Tax Period.
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7. In the case of any conflict between the provisions of this Decree-Law and the applicable
accounting standards, the provisions of this Decree-Law shall prevail to that extent.

Article 21 — Small Business Relief

1. A Taxable Person that is a Resident Person may elect to be treated as not having derived
any Taxable Income for a Tax Period where:

a) the Revenue of the Taxable Person for the relevant Tax Period and previous Tax
Periods does not exceed a threshold to be set by the Minister; and

b) the Taxable Person meets all other conditions prescribed by the Minister.

2. Where Clause 1 of this Article applies to a Taxable Person, the following provisions of
this Decree-Law shall not apply:

a) Exempt Income as specified in Chapter Seven of this Decree-Law.
b) Reliefs as specified in Chapter Eight of this Decree-Law.
c) Deductions as specified in Chapter Nine of this Decree-Law.
d) Tax Loss relief as specified in Chapter Eleven of this Decree-Law.
e) Article 55 of this Decree-Law.
3. The Authority may take the necessary measures to verify the compliance with the

conditions of Clause 1 of this Article, and may request any relevant information or records
from the Taxable Person within the timeline prescribed by the Authority.

Chapter Seven — Exempt Income
Article 22 — Exempt Income

The following income and related expenditure shall not be taken into account in determining
the Taxable Income:

1. Dividends and other profit distributions received from a juridical person that is a Resident

Person.
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Dividends and other profit distributions received from a Participating Interest in a foreign
juridical person as specified in Article 23 of this Decree-Law.

Any other income from a Participating Interest as specified in Article 23 of this
DecreeLaw.

Income of a Foreign Permanent Establishment that meets the condition of Article 24 of
this Decree-Law.

Income derived by a Non-Resident Person from operating aircraft or ships in international
transportation that meets the conditions of Article 25 of this Decree-Law.

Article 23 — Participation Exemption

1.

Income from a Participating Interest shall be exempt from Corporate Tax, subject to the
conditions of this Article.

A Participating Interest means, a 5% (five percent) or greater ownership interest in the
shares or capital of a juridical person, referred to as a “Participation” for the purposes of
this Chapter where all of the following conditions are met:

a) The Taxable Person has held, or has the intention to hold, the Participating Interest
for an uninterrupted period of at least (12) twelve months.

b) The Participation is subject to Corporate Tax or any other tax imposed under the
applicable legislation of the country or territory in which the juridical person is
resident which is of a similar character to Corporate Tax at a rate not less than the
rate specified in paragraph (b) of Clause 1 of Article 3 of this Decree-Law.

c) The ownership interest in the Participation entitles the Taxable Person to receive not
less than 5% (five percent) of the profits available for distribution by the
Participation, and not less than 5% (five percent) of the liquidation proceeds on
cessation of the Participation.

d) Not more than 50% (fifty percent) of the direct and indirect assets of the Participation
consist of ownership interests or entitlements that would not have qualified for an
exemption from Corporate Tax under this Article if held directly by the Taxable
Person, subject to any conditions that may be prescribed under paragraph (e) of this
Clause.

e) Any other conditions as may be prescribed by the Minister.
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3. AParticipation shall be treated as having met the condition under paragraph (b) of Clause
2 of this Article where all of the following conditions are met:

a) The principal objective and activity of the Participation is the acquisition and holding
of shares or equitable interests that meet the conditions of Clause 2 of this Article.

b) The income of the Participation derived during the relevant Tax Period or Tax Periods
substantially consists of income from Participating Interests.

4. A Participation in a Qualifying Free Zone Person or an Exempt Person shall be treated as
having met the condition under paragraph (b) of Clause 2 of this Article, subject to any
conditions that may be prescribed by the Minister.

5. Where the conditions of Clause 2 of this Article continue to be met, the following income
shall not be taken into account in determining Taxable Income:

a) Dividends and other profit distributions received from a foreign Participation that is
not a Resident Person under paragraph (b) of Clause 3 of Article 11 of this
DecreeLaw.

b) Gains or losses on the transfer, sale, or other disposition of a Participating Interest
(or part thereof) derived after expiry of the time period specified in paragraph (a) of
Clause 2 or Clause 9 of this Article.

c) Foreign exchange gains or losses in relation to a Participating Interest.

d) Impairment gains or losses in relation to a Participating Interest.

6. The exemption under this Article shall not apply to income derived by the Taxable Person
from a Participating Interest insofar as:

a) the Participation can claim a deduction for the dividend or other distributions made
to the Taxable Person under the applicable tax legislation;

b) the Taxable Person has recognised a deductible impairment loss in respect of the
Participating Interest prior to the Participating Interest meeting the conditions of
Clause 2 of this Article;

c) the Taxable Person or its Related Party who is subject to Corporate Tax under this
Decree-Law has recognised a deductible impairment loss in respect of a loan

receivable from the Participation.

7. Where the impairment loss referred to in paragraph (c) of Clause 6 of this Article is
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10.

11.

reversed in a subsequent Tax Period, the associated income of the Taxable Person shall be
exempt from Corporate Tax in that Tax Period up to the amount of income from the
Participating Interest that was not exempted under paragraph (c) of Clause 6 of this
Article.

The exemption under this Article does not apply to a loss realised on the liquidation of a
Participation.

The exemption under this Article shall not apply for a period of (2) two years where a
Participation was acquired in exchange for the transfer of an ownership interest that did
not meet the conditions of Clause 2 of this Article or a transfer that was exempted under
Article 26 or 27 of this Decree-Law.

Where a Taxable Person fails to hold a 5% (five percent) or greater ownership interest in
the Participation for an uninterrupted period of at least (12) twelve months, any income
previously not taken into account under this Article shall be included in the calculation of
the Taxable Income in the Tax Period in which the ownership interest in the Participation
falls below 5% (five percent).

The Minister may prescribe that an ownership interest in the shares or capital of a juridical
person meets the minimum ownership requirement under Clause 2 of this Article where
the acquisition cost of that ownership interest exceeds a threshold specified by the
Minister.

Article 24 — Foreign Permanent Establishment Exemption

1.

A Resident Person can make an election to not take into account the income, and associated
expenditure, of its Foreign Permanent Establishments in determining its Taxable Income.

Where Clause 1 of this Article applies, a Resident Person shall not take into account the
following in determining its Taxable Income or Corporate Tax Payable for a Tax Period:

a) losses in any of its Foreign Permanent Establishments, calculated as if the relevant
Foreign Permanent Establishments were a Resident Person under this Decree-Law;

b) positive income and associated expenditure in any of its Foreign Permanent
Establishments, calculated as if the relevant Foreign Permanent Establishments were
a Resident Person under this Decree-Law; and

c) any Foreign Tax Credit that would have been available under Article 47 of this
Decree-Law had the election under Clause 1 of this Article not been made.
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3. For the purposes of this Article, “income and associated expenditure” of a Taxable
Person’s Foreign Permanent Establishments for a Tax Period is the aggregate of the
income and associated expenditure in each of the relevant foreign jurisdictions.

4. In determining the income and associated expenditure of a Foreign Permanent
Establishment, a Resident Person and each of its Foreign Permanent Establishments shall
be treated as separate and independent Persons.

5. For the purposes of Clause 4 of this Article, a transfer of assets or liabilities between a
Resident Person and its Foreign Permanent Establishment shall be treated as having taken
place at Market Value at the date of the transfer for the purposes of determining the Taxable
Income of that Resident Person.

6. The exemption under Clause 1 of this Article shall apply to all Foreign Permanent
Establishments of the Resident Person that meet the condition specified in Clause 7 of this
Article.

7. The exemption under Clause 1 of this Article shall only apply to a Foreign Permanent
Establishment that is subject to Corporate Tax or a tax of a similar character under the
applicable legislation of the relevant foreign jurisdiction at a rate not less than the rate
specified in paragraph (b) of Clause 1 of Article 3 of this Decree-Law.

Article 25 — Non-Resident Person Operating Aircraft or Ships in International
Transportation

Income derived by a Non-Resident Person from the operation of aircraft or ships in
international transportation shall not be subject to Corporate Tax where all of the following
conditions are met:

1. The Non-Resident Person is in the Business of any of the following:

a) International transport of passengers, livestock, mail, parcels, merchandise or goods
by air or by sea.

b) Leasing or chartering aircrafts or ships used in international transportation.

c) Leasing of equipment which are integral to the seaworthiness of ships or the
airworthiness of aircrafts used in international transportation.

2. AResident Person that performs any of the activities under Clause 1 of this Article would
be exempt, or not be subject to tax that is of a similar character to Corporate Tax, under
the applicable legislation of the country or territory in which the Non-Resident Person is
resident.
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Chapter Eight — Reliefs

Article 26 — Transfers Within a Qualifying Group

1. No gain or loss needs to be taken into account in determining the Taxable Income in
relation to the transfer of one or more assets or liabilities between two Taxable Persons
that are members of the same Qualifying Group.

2. Two Taxable Persons shall be treated as members of the same Qualifying Group where all
of the following conditions are met:

a) The Taxable Persons are juridical persons that are Resident Persons, or NonResident
Persons that have a Permanent Establishment in the State.

b) Either Taxable Person has a direct or indirect ownership interest of at least 75%
(seventy-five percent) in the other Taxable Person, or a third Person has a direct or
indirect ownership interest of at least 75% (seventy-five percent) in each of the
Taxable Persons.

c) None of the Persons are an Exempt Person.

d) None of the Persons are a Qualifying Free Zone Person.

e) The Financial Year of each of the Taxable Persons ends on the same date.

f) Both Taxable Persons prepare their financial statements using the same accounting
standards.

3. For the purposes of this Decree-Law, where a Taxable Person applies Clause 1 of this
Article:

a) the asset or liability shall be treated as being transferred at its net book value at the
time of transfer so that neither a gain nor a loss arises; and

b) the value of any consideration paid or received against the transfer of the asset or
liability shall equal the net book value of the transferred asset or liability.

4. The provision of Clause 1 of this Article shall not apply where, within (2) two years from
the date of the transfer, any of the following occurs:

a) There is a subsequent transfer of the asset or liability outside of the Qualifying
Group.
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b)

The Taxable Persons cease to be members of the same Qualifying Group.

5. Where Clause 4 of this Article applies, the transfer of the asset or liability shall be treated

as having taken place at Market Value at the date of the transfer for the purposes of
determining the Taxable Income of both Taxable Persons for the relevant Tax Period.

Article 27 — Business Restructuring Relief

1. No gain or loss needs to be taken into account in determining Taxable Income in any of
the following circumstances:

a)

b)

A Taxable Person transfers its entire Business or an independent part of its Business
to another Person who is a Taxable Person or will become a Taxable Person as a
result of the transfer in exchange for shares or other ownership interests of the
Taxable Person that is the transferee.

One or more Taxable Persons transfer their entire Business to another Person who is
a Taxable Person or will become a Taxable Person as a result of the transfer in
exchange for shares or other ownership interests of the Taxable Person that is the
transferee, and the Taxable Person or Taxable Persons that are the transferor cease to
exist as a result of the transfer.

2. Clause 1 of this Article applies where all of the following conditions are met:

a)

b)

The transfer is undertaken in accordance with, and meets all the conditions imposed
by, the applicable legislation of the State.

The Taxable Persons are Resident Persons, or Non-Resident Persons that have a
Permanent Establishment in the State.

None of the Persons are an Exempt Person.
None of the Persons are a Qualifying Free Zone Person.
The Financial Year of each of the Taxable Persons ends on the same date.

The Taxable Persons prepare their financial statements using the same accounting
standards.
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g) The transfer under Clause 1 of this Article is undertaken for valid commercial or
other non-fiscal reasons which reflect economic reality.

For the purposes of this Decree-Law, where a Taxable Person applies Clause 1 of this
Article, all of the following must be observed:

a) The assets and liabilities transferred shall be treated as being transferred at their net
book value at the time of transfer so that neither a gain nor a loss arises.

b) The value of the shares or ownership interests received under paragraph (a) of Clause
1 of this Article shall not exceed the net book value of the assets transferred and
liabilities assumed, less the value of any other form of consideration received.

c) The value of the shares or ownership interests received under paragraph (b) of Clause
1 of this Article shall not exceed the book value of the shares or ownership interests
surrendered, less the value of any other form of consideration received.

d) Any unutilised Tax Losses incurred by the Taxable Person that is the transferor prior
to the Tax Period in which the transfer under Clause 1 of this Article completes may
become carried forward Tax Losses of the Taxable Person that is the transferee,
subject to conditions to be prescribed by the Minister.

The provisions of this Article shall apply, as the context requires, where, in the case of a
transfer under Clause 1 of this Article:

a) shares or ownership interests are received by a Person other than the Taxable Person
that is the transferor;

b) shares or ownership interests are issued or granted by a Person other than the Taxable
Person that is the transferee; or

c) no shares or ownership interests are received by the Taxable Person who is a partner
in an Unincorporated Partnership that is treated as a Taxable Person under Clause 9
of Article 16 of this Decree-Law.

Where a Taxable Person transfers an independent part of its Business, paragraph (d) of
Clause 3 of this Article shall apply only to those unutilised Tax Losses that can be
reasonably attributed to the independent part of the Business being transferred.

The provision of Clause 1 of this Article shall not apply where, within (2) two years from
the date of the transfer, any of the following occurs:
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a) The shares or other ownership interests in the Taxable Person that is the transferor or
the transferee are sold, transferred or otherwise disposed of, in whole or part, to a
Person that is not a member of the Qualifying Group to which the relevant Taxable
Persons belong.

b) There is a subsequent transfer or disposal of the Business or the independent part of
the Businesses transferred under Clause 1 of this Article.

7. Where Clause 6 of this Article applies, the transfer of the Business or the independent part
of the Business shall be treated as having taken place at Market Value at the date of

the transfer.

Chapter Nine — Deductions

Article 28 — Deductible Expenditure

1. Expenditure incurred wholly and exclusively for the purposes of the Taxable Person’s
Business that is not capital in nature shall be deductible in the Tax Period in which it is
incurred, subject to the provisions of this Decree-Law.

2. For the purposes of calculating the Taxable Income for a Tax Period, no deduction is
allowed for the following:

a) Expenditure not incurred for the purposes of the Taxable Person’s Business.
b) Expenditure incurred in deriving Exempt Income.
c) Losses not connected with or arising out of the Taxable Person’s Business.

d) Such other expenditure as may be specified in a decision issued by the Cabinet at the
suggestion of the Minister.

3. Ifexpenditure is incurred for more than one purpose, a deduction shall be allowed for:

a) Any identifiable part or proportion of the expenditure incurred wholly and
exclusively for the purposes of deriving Taxable Income.

b) An appropriate proportion of any unidentifiable part or proportion of the expenditure
incurred for the purposes of deriving Taxable Income that has been determined on a
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fair and reasonable basis, having regard to the relevant facts and circumstances of
the Taxable Person’s Business.

Article 29 — Interest Expenditure

Notwithstanding paragraph (b) of Clause 2 of Article 28 of this Decree-Law, Interest
expenditure shall be deductible in the Tax Period in which it is incurred, subject to the other
provisions of Article 28 and Articles 30 and 31 of this Decree-Law.

Article 30 — General Interest Deduction Limitation Rule

1.

A Taxable Person’s Net Interest Expenditure shall be deductible up to 30% (thirty percent)
of the Taxable Person’s accounting earnings before the deduction of interest, tax,
depreciation and amortisation (EBITDA) for the relevant Tax Period, excluding any
Exempt Income under Article 22 of this Decree-Law.

A Taxable Person’s Net Interest Expenditure for a Tax Period is the amount by which the
Interest expenditure incurred during the Tax Period, including the amount of any Net
Interest Expenditure carried forward under Clause 4 of this Article, exceeds the taxable
Interest income derived during that same period.

The limitation under Clause 1 of this Article shall not apply where the Net Interest
Expenditure of the Taxable Person for the relevant Tax Period does not exceed an amount
specified by the Minister.

The amount of Net Interest Expenditure disallowed under Clause 1 of this Article may be
carried forward and deducted in the subsequent (10) ten Tax Periods in the order in which

the amount was incurred, subject to Clauses 1 and 2 of this Article.

Interest expenditure disallowed under any other provision of this Decree-Law shall be
excluded from the calculation of Net Interest Expenditure under Clause 2 of this Article.

Clauses 1 to 5 of this Article shall not apply to the following Persons: a) A Bank.
b) An Insurance Provider.
c) A natural person undertaking a Business or Business Activity in the State.

d) Any other Person as may be determined by the Minister.
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The Minister may issue a decision to specify the application of Clauses 1 and 2 of this
Article to a Taxable Person that is related to one or more Persons through ownership or
control and there is an obligation on them under applicable accounting standards for their
financial statements to be consolidated.

Article 31 — Specific Interest Deduction Limitation Rule

1.

No deduction shall be allowed for Interest expenditure incurred on a loan obtained, directly
or indirectly, from a Related Party in respect of any of the following transactions:

a) Adividend or profit distribution to a Related Party.
b) A redemption, repurchase, reduction or return of share capital to a Related Party.
c) A capital contribution to a Related Party.

d) The acquisition of an ownership interest in a Person who is or becomes a Related

Party following the acquisition.

Clause 1 of this Article shall not apply where the Taxable Person can demonstrate that the
main purpose of obtaining the loan and carrying out the transaction referred to under
Clause 1 of this Article is not to gain a Corporate Tax advantage.

For the purposes of Clause 2 of this Article, no Corporate Tax advantage shall be deemed
to arise where the Related Party is subject to Corporate Tax or a tax of a similar character
under the applicable legislation of a foreign jurisdiction on the Interest at a rate not less
than the rate specified in paragraph (b) of Clause 1 of Article 3 of this Decree-Law.

Article 32 — Entertainment Expenditure

1.

Subject to Article 28 of this Decree-Law, a Taxable Person shall be allowed to deduct 50%
(fifty percent) of any entertainment, amusement, or recreation expenditure incurred during
a Tax Period.

Clause 1 of this Article applies to any expenditure incurred for the purposes of receiving
and entertaining the Taxable Person’s customers, shareholders, suppliers or other business
partners, including, but not limited to, expenditure in connection with any of the following:

a) Meals.

b) Accommodation.
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c) Transportation.
d) Admission fees.

e) Facilities and equipment used in connection with such entertainment, amusement or
recreation.

f) Such other expenditure as specified by the Minister.

Article 33 — Non-deductible Expenditure

No deduction is allowed for:
1. Donations, grants or gifts made to an entity that is not a Qualifying Public Benefit Entity.

2. Fines and penalties, other than amounts awarded as compensation for damages or breach
of contract.

3. Bribes or other illicit payments.

4. Dividends, profit distributions or benefits of a similar nature paid to an owner of the
Taxable Person.

5. Amounts withdrawn from the Business by a natural person who is a Taxable Person under
paragraph (c) of Clause 3 of Article 11 of this Decree-Law or a partner in an
Unincorporated Partnership.

6. Corporate Tax imposed on a Taxable Person under this Decree-Law.

7. Input Value Added Tax incurred by a Taxable Person that is recoverable under Federal
Decree-Law No. (8) of 2017 referred to in the preamble and what replaces it.

8. Tax on income imposed on the Taxable Person outside the State.

9. Such other expenditure as specified in a decision issued by the Cabinet at the suggestion
of the Minister.

Chapter Ten — Transactions with Related Parties and Connected Persons

Article 34 — Arm’s Length Principle
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In determining Taxable Income, transactions and arrangements between Related Parties
must meet the arm’s length standard as specified in Clauses 2, 3, 4 and 5 of this Article
and any conditions that may be prescribed in a decision issued by the Authority.

A transaction or arrangement between Related Parties meets the arm’s length standard if
the results of the transaction or arrangement are consistent with the results that would have
been realised if Persons who were not Related Parties had engaged in a similar transaction

or arrangement under similar circumstances.

The arm’s length result of a transaction or arrangement between Related Parties must be
determined by applying one or a combination of the following transfer pricing methods:

a) The comparable uncontrolled price method.
b) The resale price method.

c) The cost-plus method.

d) The transactional net margin method.

e) The transactional profit split method.

The Taxable Person may apply any transfer pricing method other than the methods listed

in Clause 3 of this Article where the Taxable Person can demonstrate that none of the
above methods can be reasonably applied to determine an arm’s length result and that any
such other transfer pricing method used satisfies the condition of Clause 2 of this Article.

The choice and application of a transfer pricing method or combination of transfer pricing
methods under Clause 3 or 4 of this Article must be made having regard to the most reliable
transfer pricing method and taking into account following factors:

a) The contractual terms of the transaction or arrangement.

b) The characteristics of the transaction or arrangement.

c) The economic circumstances in which the transaction or arrangement is conducted.

d) The functions performed, assets employed, and risks assumed by the Related Parties
entering into the transaction or arrangement.
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e) The business strategies employed by the Related Parties entering into the transaction
or arrangement.

6. The Authority’s examination as to whether income and expenditures resulting from the
Taxable Person’s relevant transactions or arrangements meet the arm’s length standard
shall be based on the transfer pricing method used by the Taxable Person in accordance
with Clause 3 or 4 of this Article, provided such transfer pricing method is appropriate
having regard to the factors mentioned in Clause 5 of this Article.

7. Application of the selected transfer pricing method or combination of transfer pricing
methods in accordance with Clause 3 or 4 of this Article may result in an arm’s length
range of financial results or indicators acceptable for establishing the arm’s length result
of a transaction or arrangement between Related Parties, subject to any conditions
specified in a decision issued by the Authority.

8. Where the result of the transaction or arrangement between Related Parties does not fall
within the arm’s length range, the Authority shall adjust the Taxable Income to achieve the
arm’s length result that best reflects the facts and circumstances of the transaction or
arrangement.

9. Where the Authority makes an adjustment to the Taxable Income pursuant to Clause 8 of
this Article, the Authority shall rely on information that can or will be made available to
the Taxable Person.

10. Where the Authority or a Taxable Person adjusts the Taxable Income for a transaction or

arrangement to meet the arm’s length standard, the Authority shall make a corresponding
adjustment to the Taxable Income of the Related Party that is party to the relevant
transaction or arrangement.

11. Where a foreign competent authority makes an adjustment to a transaction or arrangement
involving a Taxable Person to meet the arm’s length standard, such Taxable Person can
make an application to the Authority to make a corresponding adjustment to its Taxable
Income.

Article 35 — Related Parties and Control

1. For the purposes of this Decree-Law, “Related Parties” means any of the following:

a) Two or more natural persons who are related within the fourth degree of kinship or
affiliation, including by way of adoption or guardianship.
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b) A natural person and a juridical person where:
1. the natural person or one or more Related Parties of the natural person are
shareholders in the juridical person, and the natural person, alone or together
with its Related Parties, directly or indirectly owns a 50% (fifty percent) or

greater ownership interest in the juridical person; or

2. the natural person, alone or together with its Related Parties, directly or
indirectly Controls the juridical person.

c) Two or more juridical persons where:
1. one juridical person, alone or together with its Related Parties, directly or
indirectly owns a 50% (fifty percent) or greater ownership interest in the other

juridical person;

2. one juridical person, alone or together with its Related Parties, directly or
indirectly Controls the other juridical person; or

3. any Person, alone or together with its Related Parties, directly or indirectly
owns a 50% (fifty percent) or greater ownership interest in or Controls such
two or more juridical persons;

d) A Person and its Permanent Establishment or Foreign Permanent Establishment.

e) Two or more Persons that are partners in the same Unincorporated Partnership.

f) A Person who is the trustee, founder, settlor or beneficiary of a trust or foundation,

and its Related Parties.

For the purposes of this Decree-Law, “Control” means the ability of a Person, whether in
their own right or by agreement or otherwise to influence another Person, including:

a) The ability to exercise 50% (fifty percent) or more of the voting rights of another
Person.

b) The ability to determine the composition of 50% (fifty percent) or more of the Board
of directors of another Person.

c) The ability to receive 50% (fifty percent) or more of the profits of another Person.
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d) The ability to determine, or exercise significant influence over, the conduct of the
Business and affairs of another Person.

Article 36 — Payments to Connected Persons

1.

Without prejudice to the provisions of Article 28 of this Decree-Law, a payment or benefit
provided by a Taxable Person to its Connected Person shall be deductible only if and to
the extent the payment or benefit corresponds with the Market Value of the service, benefit
or otherwise provided by the Connected Person and is incurred wholly and exclusively for
the purposes of the Taxable Person’s Business.

For the purposes of this Decree-Law, a Person shall be considered a Connected Person of
a Taxable Person if that Person is:

a) An owner of the Taxable Person.
b) A director or officer of the Taxable Person.

c) A Related Party of any of the Persons referred to in paragraphs (a) and (b) of Clause
2 of this Article.

For the purposes of paragraph (a) of Clause 2 of this Article, an owner of the Taxable
Person is any natural person who directly or indirectly owns an ownership interest in the
Taxable Person or Controls such Taxable Person.

Where the Taxable Person is a partner in an Unincorporated Partnership, a Connected
Person is any other partner in that same Unincorporated Partnership, and any Person that

is a Related Party of that partner.

To determine that a payment or benefit provided by the Taxable Person corresponds with
the Market Value of the service or otherwise provided by the Connected Person in

exchange, the relevant provisions of Article 34 of this Decree-Law shall apply as the
context requires.

Clause 1 of this Article shall not apply to any of the following:
a) A Taxable Person whose shares are traded on a Recognised Stock Exchange.

b) A Taxable Person that is subject to the regulatory oversight of a competent authority
in the State.
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c) Any other Person as may be determined in a decision issued by the Cabinet at the
suggestion of the Minister.

Chapter Eleven — Tax Loss Provisions

Article 37 — Tax Loss Relief

1. ATax Loss can be offset against the Taxable Income of subsequent Tax Periods to arrive
at the Taxable Income for those subsequent Tax Periods.

2. The amount of Tax Loss used to reduce the Taxable Income for any subsequent Tax Period
cannot exceed 75% (seventy-five percent) or any other percentage as specified in a
decision issued by the Cabinet at the suggestion of the Minister of the Taxable Income for
that Tax Period before any Tax Loss relief, except in circumstances that may be prescribed
in a decision issued by the Cabinet at the suggestion of the Minister.

3. A Taxable Person cannot claim Tax Loss relief for:
a) Losses incurred before the date of commencement of Corporate Tax.
b) Losses incurred before a Person becomes a Taxable Person under this Decree-Law.

c) Losses incurred from an asset or activity the income of which is exempt, or otherwise
not taken into account under this Decree-Law.

4. ATax Loss carried forward to a subsequent Tax Period must be set off against the Taxable
Income of that subsequent Tax Period, before any remainder can be carried forward to a
further subsequent Tax Period, or any Tax Loss transferred under Article 38 of this Decree-
Law can be utilised.

Article 38 — Transfer of Tax Loss

1. A Tax Loss or a portion thereof may be offset against the Taxable Income of another
Taxable Person where all of the following conditions are met:

a) Both Taxable Persons are juridical persons.

b) Both Taxable Persons are Resident Persons.
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c) Either Taxable Person has a direct or indirect ownership interest of at least 75%
(seventy-five percent) in the other, or a third Person has a direct or indirect ownership
interest of at least 75% (seventy-five percent) in each of the Taxable Persons.

d) The common ownership under paragraph (c) of Clause 1 of this Article must exist
from the start of the Tax Period in which the Tax Loss is incurred to the end of the
Tax Period in which the other Taxable Person offsets the Tax Loss transferred against
its Taxable Income.

e) None of the Persons are an Exempt Person.
f) None of the Persons are a Qualifying Free Zone Person.
g) The Financial Year of each of the Taxable Persons ends on the same date.

h) Both Taxable Persons prepare their financial statements using the same accounting
standards.

2. Where a Taxable Person transfers its Tax Loss to another Taxable Person under Clause 1
of this Article:

a) the Taxable Person which the Tax Loss is transferred to shall reduce its Taxable
Income for the relevant Tax Period;

b) the total Tax Loss offset shall not exceed the amount allowed under Clause 2 of
Article 37 of this Decree-Law; and

c) the Taxable Person shall reduce its available Tax Losses by the amount of the Tax
Loss transferred to the other Taxable Person for the relevant Tax Period.

Article 39 — Limitation on Tax Losses Carried Forward

1. Tax Losses can only be carried forward and utilised in accordance with the provision of
Clause 2 of Article 37 of this Decree-Law provided that:

a) From the beginning of the Tax Period in which the Tax Loss is incurred to the end of
the Tax Period in which the Tax Loss or part thereof is offset against Taxable Income
of that period, the same Person or Persons continuously owned at least a 50% (fifty
percent) ownership interest in the Taxable Person.
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b)

The Taxable Person continued to conduct the same or a similar Business or Business
Activity following a change in ownership of more than 50% (fifty percent).

2. For the purposes of paragraph (b) of Clause 1 of this Article, relevant factors for
determining whether a Taxable Person has continued to conduct the same or a similar
Business or Business Activity following a change in the direct or indirect ownership
include:

3.

a)

b)

c)

the Taxable Person uses some or all of the same assets as before the ownership
change;

the Taxable Person has not made significant changes to the core identity or operations
of its Business since the ownership change; and

where there have been any changes, these result from the development or
exploitation of assets, services, processes, products or methods that existed before
the ownership change.

Clause 1 of this Article shall not apply to a Taxable Person whose shares are listed on a
Recognised Stock Exchange.

Chapter Twelve — Tax Group Provisions

Article 40 — Tax Group

1.

A Resident Person, which for the purposes of this Decree-Law shall be referred to as a
“Parent Company”, can make an application to the Authority to form a Tax Group with
one or more other Resident Persons, each referred to as a “Subsidiary” for the purposes of
this Chapter, where all of the following conditions are met:

a)

b)

d)

The Resident Persons are juridical persons.

The Parent Company owns at least 95% (ninety-five percent) of the share capital of
the Subsidiary, either directly or indirectly through one or more Subsidiaries.

The Parent Company holds at least 95% (ninety-five percent) of the voting rights in
the Subsidiary, either directly or indirectly through one or more Subsidiaries.

The Parent Company is entitled to at least 95% (ninety-five percent) of the
Subsidiary's profits and net assets, either directly or indirectly through one or more

Subsidiaries.

Neither the Parent Company nor the Subsidiary is an Exempt Person.
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f) Neither the Parent Company nor the Subsidiary is a Qualifying Free Zone Person.
g) The Parent Company and the Subsidiary have the same Financial Year.

h) Both the Parent Company and the Subsidiary prepare their financial statements using
the same accounting standards.

2. Notwithstanding paragraph (e) of Clause 1 of this Article, one or more Subsidiaries in
which a Government Entity directly or indirectly owns at least a 95% (ninety-five percent)
ownership interest as specified in paragraphs (b), (¢) and (d) of Clause 1 of this Article

can form a Tax Group, subject to the conditions to be prescribed by the Authority.

3. An application made under Clause 1 of this Article shall be made to the Authority by the
Parent Company and each Subsidiary seeking to become members of the Tax Group.

4. A Tax Group formed under Clause 1 of this Article is treated as a single Taxable Person
for the purposes of this Decree-Law, represented by the Parent Company.

5. The Parent Company shall comply with all obligations set out in Chapters Fourteen,
Sixteen and Seventeen of this Decree-Law on behalf of the Tax Group.

6. The Parent Company and each Subsidiary shall be jointly and severally liable for
Corporate Tax Payable by the Tax Group for those Tax Periods when they are members of
the Tax Group.

7. The joint and several liability under Clause 6 of this Article for a Tax Period can be limited
to one or more members of the Tax Group following approval by the Authority.

8. The Parent Company and each Subsidiary shall remain responsible for complying with the
provisions under Article 45 of this Decree-Law.

9. A Subsidiary can join an existing Tax Group following submission of an application to the
Authority by the Parent Company and the relevant Subsidiary.

10. A Subsidiary shall leave the Tax Group in the following circumstances:

a) Following approval by the Authority of an application by the Parent Company and
the relevant Subsidiary.

b) Where the relevant Subsidiary no longer meets the conditions to be a member of the
Tax Group as specified in Clause 1 of this Article.

11. A Tax Group shall cease to exist in any of the following circumstances:
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a) Following approval by the Authority of an application by the Parent Company.

b) Where the Parent Company no longer meets the conditions to form a Tax Group as
specified in Clause 1 of this Article, subject to the provisions of Clause 12 of this
Article.

12. The Parent Company of a Tax Group can make an application to the Authority to be
replaced by another Parent Company without a discontinuation of the Tax Group, in any
of the following circumstances.

a) The new Parent Company meets the conditions under Clause 1 of'this Article relating
to the former Parent Company.

b) The former Parent Company ceases to exist and the new Parent Company or a
Subsidiary is its universal legal successor.

13. Notwithstanding Clauses 11 and 12 of this Article, the Authority may, at its discretion,
dissolve a Tax Group or change the Parent Company of a Tax Group based on information
available to the Authority, and notify the Parent Company of such action taken.

Article 41 — Date of Formation and Cessation of a Tax Group

1. For the purposes of Article 40 of this Decree-Law, a Tax Group shall be formed, or a new
Subsidiary shall join an existing Tax Group from the beginning of the Tax Period specified
in the application submitted to the Authority, or from the beginning of any other Tax Period
determined by the Authority.

2. For the purposes of paragraph (a) of Clause 10 of Article 40 and paragraph (a) of Clause
11 of Article 40 of this Decree-Law, the relevant member of a Tax Group shall be treated
as leaving that Tax Group from the beginning of the Tax Period specified in the application
submitted to the Authority, or from the beginning of any other Tax Period determined by
the Authority.

3. For the purposes of paragraph (b) of Clause 10 of Article 40 and paragraph (b) of Clause
11 of Article 40 of this Decree-Law, the relevant member of a Tax Group shall be treated
as leaving that Tax Group from the beginning of the Tax Period in which the conditions
under Clause 1 of Article 40 of this Decree-Law are no longer met.

Article 42 — Taxable Income of a Tax Group

1. For the purposes of determining the Taxable Income of a Tax Group, the Parent Company
shall consolidate the financial results, assets and liabilities of each Subsidiary for the
relevant Tax Period, eliminating transactions between the Parent Company and each
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10.

Subsidiary that is a member of the Tax Group.

The relevant provisions of this Decree-Law shall apply as the context requires to the Tax
Group.

Unutilised Tax Losses of a Subsidiary that joins a Tax Group (referred to in this Article as
“pre-Grouping Tax Losses”) shall become carried forward Tax Losses of the Tax Group,
and can be used to offset the Taxable Income of the Tax Group insofar this income is
attributable to the relevant Subsidiary.

Where a new Subsidiary joins an existing Tax Group, unutilised Tax Losses of the existing
Tax Group cannot be used to offset the Taxable Income of the Tax Group insofar this
income is attributable to the new Subsidiary.

The application of Clauses 3 and 4 of this Article is subject to the conditions of Articles
37 and 39 of this Decree-Law.

Where a Subsidiary leaves a Tax Group, Tax Losses of the Tax Group shall remain with
the Tax Group, with the exception of any unutilised pre-Grouping Tax Losses of the
relevant Subsidiary.

On cessation of a Tax Group, unutilised Tax Losses of the Tax Group shall be allocated as
follows:

a) Where the Parent Company continues to be a Taxable Person, all Tax Losses shall
remain with the Parent Company.

b) Where the Parent Company ceases to be a Taxable Person, Tax Losses of the Tax
Group shall not be available for offset against future Taxable Income of individual
Subsidiaries, with the exception of any unutilised pre-Grouping Tax Losses of such
Subsidiaries.

Paragraph (b) of Clause 7 of this Article shall not apply where there is a continuation of
the Tax Group under Clause 12 of Article 40 of this Decree-Law.

Clause 1 of this Article shall not apply where an asset or liability has been transferred
between members of the Tax Group and either the transferor or transferee leaves the Tax
Group within (2) two years from the date of the transfer, unless the associated income
would have been exempt from Corporate Tax or not taken into account under any other
provisions of this Decree-Law.

Any income that was not taken into account with regards to a transfer described in Clause
9 of this Article shall be taken into account on the date the transferor or transferee leaves
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the Tax Group, and shall result in a corresponding adjustment of the cost base for
Corporate Tax purposes of the relevant asset or liability.

11. The Tax Group must prepare consolidated financial statements in accordance with

accounting standards applied in the State.

Chapter Thirteen — Calculation of Corporate Tax Payable

Article 43 — Currency

For the purposes of this Decree-Law, all amounts must be quantified in the United Arab
Emirates ditham. Any amount quantified in another currency must be converted at the
applicable exchange rate set by the Central Bank of the United Arab Emirates, subject to any
conditions that may be prescribed in a decision issued by the Authority.

Article 44 — Calculation and Settlement of Corporate Tax

The Corporate Tax due under this Decree-Law is settled in the following order:

1.

First, by using the Taxable Person’s available Withholding Tax Credit, as determined under
Article 46 of this Decree-Law.

To the extent there is a residual amount after Clause 1 of this Article, by using the Taxable
Person’s available Foreign Tax Credit as determined under Article 47 of this Decree-Law.

To the extent there is a residual amount after Clause 2 of this Article, by using any credits
or other forms of relief as specified in a decision issued by the Cabinet at the suggestion
of the Minister.

To the extent there is a residual amount after Clause 3 of this Article, this amount of
Corporate Tax Payable must be settled in accordance with Article 48 of this Decree-Law.

Article 45 — Withholding Tax

1.

The following income shall be subject to Withholding Tax at the rate of 0% (zero percent)
or any other rate as specified in a decision issued by the Cabinet at the suggestion of the
Minister:

a) The categories of State Sourced Income derived by a Non-Resident Person as
prescribed in the decision issued by the Cabinet pursuant to this Article, insofar such
income is not attributable to a Permanent Establishment of the Non-Resident Person
in the State.
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2.

b) Any other income as specified in a decision issued by the Cabinet at the suggestion
of the Minister.

The Withholding Tax payable under Clause 1 of this Article shall be deducted from the
gross amount of the payment and remitted to the Authority in the form and manner and
within the timeline prescribed by the Authority.

Article 46 — Withholding Tax Credit

1.

If a Person becomes a Taxable Person in a Tax Period, the Person’s Corporate Tax due
under Article 3 of this Decree-Law can be reduced by the amount of Withholding Tax
Credit for that Tax Period.

The maximum Withholding Tax Credit under this Decree-Law is the lower of:

a) The amount of Withholding Tax deducted under Clause 2 of Article 45 of this
Decree-Law.

b) The Corporate Tax due under this Decree-Law.

Any excess Withholding Tax Credit for a Tax Period as a result of Clause 2 of this Article
shall be refunded to the Taxable Person in accordance with Article 49 of this Decree-Law.

Article 47 — Foreign Tax Credit

1.

Corporate Tax due under Article 3 of this Decree-Law can be reduced by the amount of
Foreign Tax Credit for the relevant Tax Period.

The Foreign Tax Credit under this Decree-Law cannot exceed the amount of Corporate
Tax due on the relevant income.

Any unutilised Foreign Tax Credit as a result of Clause 2 of this Article cannot be carried
forward or carried back.

A Taxable Person shall maintain all necessary records for the purposes of claiming a
Foreign Tax Credit.

Chapter Fourteen — Payment and Refund of Corporate Tax

Article 48 — Corporate Tax Payment
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A Taxable Person must settle the Corporate Tax Payable under this Decree-Law within (9) nine
months from the end of the relevant Tax Period, or by such other date as determined by the
Authority.

Article 49 — Corporate Tax Refund

1. A Taxable Person may make an application to the Authority for a Corporate Tax refund

in accordance with the provisions of the Tax Procedures Law in the following
circumstances:

a) The Withholding Tax Credit available to a Taxable Person exceeds the Taxable
Person’s Corporate Tax Payable.

b) Where the Authority is otherwise satisfied that the Taxable Person has paid Corporate
Tax in excess of the Taxable Person’s Corporate Tax Payable.

2. The Authority shall issue the Taxable Person a notice of the Authority’s decision on an
application under Clause 1 of this Article in accordance with the Tax Procedures Law.

Chapter Fifteen — Anti-Abuse Rules

Article 50 — General anti-abuse rule

1. This Article applies to a transaction or an arrangement if, having regard to all relevant
circumstances, it can be reasonably concluded that:

a) the entering into or carrying out of the transaction or arrangement, or any part of it,
is not for a valid commercial or other non-fiscal reason which reflects economic
reality; and

b) the main purpose or one of the main purposes of the transaction or arrangement, or
any part of it, is to obtain a Corporate Tax advantage that is not consistent with the

intention or purpose of this Decree-Law.

2. For the purposes of this Article, a Corporate Tax advantage includes, but is not limited to
the following:

a) Arefund or an increased refund of Corporate Tax.

b) Avoidance or reduction of Corporate Tax Payable.
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c) Deferral of a payment of Corporate Tax or advancement of a refund of Corporate
Tax.

d) Avoidance of an obligation to deduct or account for Corporate Tax.
3. Where the provisions of this Article apply to a transaction or arrangement, the Authority
may make a determination that one or more specified Corporate Tax advantages obtained

as a result of the transaction or arrangement are to be counteracted or adjusted.

4. If a determination is made under Clause 3 of this Article, the Authority must issue an

assessment giving effect to the determination, which may include:

a) allowing or disallowing any exemption, deduction or relief in calculating the Taxable
Income or the Corporate Tax Payable, or any part thereof;

b) allocating any such exemption, deduction or relief, or any part thereof, to any other
Persons;

c) recharacterising for the purposes of this Decree-Law the nature of any payment or
other amount, or any part thereof; or

d) disregarding the effect that would otherwise result from the application of other
provisions of this Decree-Law,

and can make compensating adjustments to the Corporate Tax liability of any other Person
affected by the determination made by the Authority.

5. For the purpose of determining whether this Article applies to a transaction or
arrangement, the following must be considered:

a) The manner in which the transaction or arrangement was entered into or carried out.
b) The form and substance of the transaction or arrangement.
c) The timing of the transaction or arrangement.

d) The result of the transaction or arrangement in relation to the application of this
Decree-Law.

e) Any change in the financial position of the Taxable Person that has resulted, will
result, or may reasonably be expected to result, from the transaction or arrangement.
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6.

f) Any change in the financial position of another Person that has resulted, will result,
or may reasonably be expected to result, from the transaction or arrangement.

g) Whether the transaction or arrangement has created rights or obligations which
would not normally be created between Persons dealing with each other at arm’s
length in respect of the relevant transaction or arrangement.

h) Any other relevant information and circumstances.

In any proceeding concerning the application of this Article, the Authority must

demonstrate that the determination made under Clause 3 of this Article is just and
reasonable.

Chapter Sixteen — Tax Registration and Deregistration

Article 51 — Tax Registration

1.

Any Taxable Person shall register for Corporate Tax with the Authority in the form and
manner and within the timeline prescribed by the Authority and obtain a Tax Registration
Number, except in circumstances prescribed by the Minister.

For the purposes of an exemption from Corporate Tax under this Decree-Law or for
purposes of Clause 6 of Article 53 of this Decree-Law, the Authority may require the
relevant Person under paragraphs (e), (f), (g), (h) and (i) of Clause 1 of Article 4 of this
Decree-Law, or the Unincorporated Partnership, as applicable, to register for Corporate
Tax and obtain a Tax Registration Number.

The Authority shall, at its discretion and based on information available to the Authority,
have the ability to register a Person for Corporate Tax effective from the date the Person
became a Taxable Person.

Article 52 — Tax Deregistration

1.

A Person with a Tax Registration Number shall file a Tax Deregistration application with
the Authority where there is a cessation of its Business or Business Activity, whether by
dissolution, liquidation, or otherwise, in the form and manner and within the timeline
prescribed by the Authority.
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2. A Taxable Person shall not be deregistered unless it has paid all Corporate Tax and
Administrative Penalties due and filed all Tax Returns due under this Decree-Law,
including its Tax Return for the Tax Period up to and including the date of cessation.

3. Ifthe Tax Deregistration application is approved, the Authority shall deregister the Person
for Corporate Tax purposes with effect from the date of cessation or from such other date

as may be determined by the Authority.

4. Where a Person does not comply with the Tax Deregistration requirements under this
Article, the Authority may, at its discretion and based on information available to the
Authority, deregister the Taxable Person effective from the later of either:

a) the last day of the Tax Period in which it became apparent to the Authority that the
conditions under Clause 2 of this Article have been met; or

b) the date the Taxable Person ceases to exist.

Chapter Seventeen — Tax Returns and Clarifications

Article 53 — Tax Returns

1. Subject to Article 51 of this Decree-Law, a Taxable Person must file a Tax Return, as
applicable, to the Authority in the form and manner prescribed by the Authority no later
than (9) nine months from the end of the relevant Tax Period, or by such other date as
directed by the Authority.

2. The Tax Return shall include at least the following information, as applicable:

a) The Tax Period to which the Tax Return relates.

b) The name, address and Tax Registration Number of the Taxable Person.
c) The date of submission of the Tax Return.

d) The accounting basis used in the financial statements.

e) The Taxable Income for the Tax Period.

f) The amount of Tax Loss relief claimed under Clause 1 of Article 37 of this
DecreeLaw.

g) The amount of Tax Loss transferred under Article 38 of this Decree-Law.
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h) The available tax credits claimed under Articles 46 and 47 of this Decree-Law.
i) The Corporate Tax Payable for the Tax Period.

3. A Taxable Person shall provide the Authority with any such information, documents or
records as shall be reasonably required by the Authority for the purposes of implementing
the provisions of this Decree-Law.

4. As an exception to the provisions of this Article and any other relevant provision of this
Decree-Law, the Minister may prescribe the form and manner in which a Tax Return and
other information is to be filed with the Authority by a Taxable Person where the disclosure
of information may impede national security or may be contrary to the public interest.

5. The Authority may request a Person under paragraphs (e), (f), (g), (h) and (i) of Clause 1
of Article 4 of this Decree-Law to submit a declaration.

6. The Authority may, by notice or through a decision issued by the Authority, request the
authorised partner in an Unincorporated Partnership that has not had an application

approved under Clause 8 of Article 16 ofthis Decree-Law to be treated as a Taxable Person
to file a declaration on behalf of all the partners in the Unincorporated Partnership.

7. The Parent Company must file a Tax Return to the Authority on behalf of the Tax Group.
Article 54 — Financial Statements

1. The Authority may, by notice or through a decision issued by the Authority, request a
Taxable Person to submit the financial statements used to determine the Taxable Income
for a Tax Period in the form and manner and within the timeline prescribed by the
Authority.

2. The Minister may issue a decision requiring categories of Taxable Persons to prepare and
maintain audited or certified financial statements.

3. For the purposes of Clause 1 of this Article, the Authority may request a partner in an
Unincorporated Partnership to provide financial statements showing all of the following:

a) The total assets, liabilities, income and expenditure of the Unincorporated
Partnership.
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b) The partner’s distributive share in the Unincorporated Partnership’s assets,
liabilities, income and expenditure.

Article 55 — Transfer Pricing Documentation

1.

The Authority may, by notice or through a decision issued by the Authority, require a
Taxable Person to file together with their Tax Return a disclosure containing information
regarding the Taxable Person’s transactions and arrangements with its Related Parties and
Connected Persons in the form prescribed by the Authority.

If a Taxable Person’s transactions with its Related Parties and Connected Persons for a
Tax Period meet the conditions prescribed by the Minister, the Taxable Person must
maintain both a master file and a local file in the form prescribed by the Authority.

The documentation under Clause 2 of this Article must be submitted to the Authority
within (30) thirty days following a request by the Authority, or by any such other later date
as directed by the Authority.

Upon request by the Authority, a Taxable Person shall provide the Authority with any
information to support the arm’s length nature of the Taxable Person’s transactions or
arrangements with its Related Parties and Connected Persons, within (30) thirty days
following the request by the Authority, or by any such other later date as directed by the

Authority.

Article 56 — Record Keeping

1.

2.

Notwithstanding the provisions of the Tax Procedures Law, a Taxable Person shall
maintain all records and documents for a period of (7) seven years following the end of
the Tax Period to which they relate that:

a) Support the information to be provided in a Tax Return or in any other document to
be filed with the Authority.

b) Enable the Taxable Person’s Taxable Income to be readily ascertained by the
Authority.

Notwithstanding the provisions of the Tax Procedures Law, an Exempt Person shall
maintain all records that enable the Exempt Person’s status to be readily ascertained by
the Authority for a period of (7) seven years following the end of the Tax Period to which
they relate.
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Article 57 — Tax Period

1. ATaxable Person’s Tax Period is the Financial Year or part thereof for which a Tax Return
is required to be filed.

2. For the purposes of this Decree-Law, the Financial Year of a Taxable Person shall be the
Gregorian calendar year, or the (12) twelve-month period for which the Taxable Person
prepares financial statements.

Article 58 — Change of Tax Period

Notwithstanding Article 57 of this Decree-Law, a Taxable Person can make an application to
the Authority to change the start and end date of its Tax Period, or use a different Tax Period,
subject to conditions to be set by the Authority.

Article 59 — Clarifications

1. A Person may make an application to the Authority for a clarification regarding the
application of this Decree-Law or the conclusion of an advance pricing agreement with
respect to a transaction or an arrangement proposed or entered into by the Person.

2. The application under Clause 1 of this Article shall be made in the form and manner
prescribed by the Authority.

Chapter Eighteen — Violations and Penalties

Article 60 — Assessment of Corporate Tax and penalties

1. A Person may be subject to a Corporate Tax assessment in accordance with the Tax
Procedures Law and the decisions issued in the implementation of its provisions.

2. Notwithstanding the provisions of the Tax Procedures Law and the decisions issued in the
implementation of its provisions, the Authority may prescribe the circumstances and
conditions under which a Corporate Tax assessment may be requested by a Taxable Person
or issued by the Authority.

3. The Tax Procedures Law referred to in the preamble and the decisions issued in the
implementation of its provisions shall determine the relevant penalties and fines relevant
to the implementation of this Decree-Law.

Page 57



Chapter Nineteen — Transitional Rules

Article 61 — Transitional Rules

1. ATaxable Person’s opening balance sheet for Corporate Tax purposes shall be the closing
balance sheet prepared for financial reporting purposes under accounting standards applied
in the State on the last day of the Financial Year that ends immediately before their first
Tax Period commences, subject to any conditions or adjustments that may be prescribed
by the Minister.

2. The opening balance sheet referred to in Clause 1 of this Article shall be prepared taking
into consideration the arm’s length principle in accordance with Article 34 of this
DecreeLaw.

3. For the purposes of Clauses 1 and 2 of this Article, and as an exception to the provisions
of Article 70 of this Decree-Law, the provisions of Article 50 of this Decree-Law shall
apply to transactions or arrangements entered into on or after the date this Decree-Law is
published in the Official Gazette.

4. The Cabinet may, at the suggestion of the Minister, issue a decision prescribing other
transitional measures related to the implementation of this Decree-Law and the application
of its provisions.

Chapter Twenty — Closing provisions
Article 62 — Delegation of Power

The Minister may delegate his powers under this Decree-Law, in full or in part, to the

Authority, where the Minister deems appropriate.

Article 63 — Administrative Policies and Procedures

The administrative policies, procedures and general instructions in relation to the requirements
imposed on a Person under this Decree-Law shall be issued by the Authority in coordination with the
Ministry.

Article 64 — Cooperating with the Authority

All governmental authorities in the State shall fully cooperate with the Authority to carry out
whatever is required to implement the provisions of this Decree-Law and provide the Authority
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with any data, information and documentation in respect of a Taxable Person or an Exempt
Person as may be requested by the Authority.

Article 65 — Revenue Sharing

Corporate Tax revenues and Administrative Penalties collected under this Decree-Law shall be
subject to sharing between the Federal Government and the Local Governments based on the
provisions of a federal law issued in this regard.

Article 66 — International Agreements

To the extent the terms of an international agreement that is in force in the State are inconsistent
with the provisions of this Decree-Law, the terms of the international agreement shall prevail.

Article 67 — Implementing Decisions

1. Subject to the powers conferred to the Cabinet under this Decree-Law, the Minister and
the Authority shall issue the necessary decisions, within their respective powers, to
implement the provisions of this Decree-Law.

2. The Cabinet may, at the suggestion of the Minister, issue implementing decisions for this
Decree-Law.

Article 68 — Cancellation of Conflicting Provisions

Any text or provisions contrary to or inconsistent with the provisions of this Decree-Law shall
be abrogated.

Article 69 — Application of this Decree-Law to Tax Periods

This Decree-Law shall apply to Tax Periods commencing on or after 1 June 2023.

Article 70 — Publication and Application of this Decree-Law

This Decree-Law shall be published in the Official Gazette and shall come into effect (15)
fifteen days following the date of publication.
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Introduction

Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses (“Corporate Tax Law”) was signed
on 3 October 2022 and was published in Issue #737 of the Official Gazette of the United Arab Emirates (“UAE”) on 10
October 2022.

The Corporate Tax Law provides the legislative basis for imposing a federal tax on corporations and business profits
(“Corporate Tax”) in the UAE. It comprises 20 Chapters and 70 Articles, covering, inter alia, the scope of Corporate Tax,
its application, and rules pertaining to compliance and the administration of the Corporate Tax regime.

This Explanatory Guide has been prepared by the Ministry of Finance (the “Ministry”) and provides an explanation of the
meaning and intended effect of each Article of the Corporate Tax Law. It may be used in interpreting the Corporate Tax
Law and how particular provisions of the Corporate Tax Law may need to be applied.

This Explanatory Guide must be read in conjunction with the Corporate Tax Law and the relevant decisions issued by the
Cabinet, the Ministry and the Federal Tax Authority (the “Authority”) for the implementation of certain provisions of the
Corporate Tax Law. It is not, and is not meant to be, a comprehensive description of the Corporate Tax Law and its
implementing decisions.

This document may be updated and changed periodically. Updates will be posted on www.mof.gov.ae and www.tax.gov.ae.
Published: 11 May 2023

Updated: 11 May 2023
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Chapter One: General Provisions
Article 1: Definitions

This Chapter discusses certain key terms used in the Corporate Tax Law. Other terms are considered selfexplanatory and
as such, are not further explained in this Explanatory Guide.

Where the particular context or Article in which a defined term is used requires a different interpretation or meaning, the
definitions given in Article 1 do not preclude a more appropriate interpretation or meaning of the relevant term suited to
that context.

“Government Entity”

The term “Government Entity” refers to the Federal Government and each of the Local Governments and their respective
ministries, departments, authorities, agencies and other bodies that exercise legislative, regulatory, executive,
administrative and other government related functions.

“Government Controlled Entity”

The term “Government Controlled Entity” refers to an incorporated entity that is directly or indirectly wholly owned and
controlled by one or more Government Entities and that undertakes activities that are an extension of the primary function

of the Government Entity or Government Entities owning it.

An entity must be a separate juridical person incorporated or otherwise established by the Federal Government or a Local
Government and must be listed in a Cabinet Decision before it can be considered a “Government Controlled Entity”.

“Business” and “Business Activity”

The terms “Business” and “Business Activity” identify when the activities of certain Persons give rise to a Corporate Tax
liability by considering the Person to be a “Taxable Person”.

“Business” means any activity, whether continuous or for a set period of time, conducted by any natural or juridical person
in any location. It is implied in the definition that the activity is conducted with the intention of generating profits, and that
some degree of planning and coordinated effort exists for the activity conducted. A Business or Business Activity does not
lose its identity simply because it does not make a profit.

The definition expressly includes any industrial, commercial, agricultural, vocational, professional or service activity,
excavation activity and any other activity of an independent character related to the use of tangible and intangible properties.
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This should be interpreted broadly to include any activity related to the development, sale, production, manufacturing,
exploitation, marketing or distribution of tangible and intangible properties.

The term “vocational” is to be interpreted as a skilled craft or trade, and “profession” is an occupation in which skill is
applied to the affairs of others to meet their needs. Common examples of professional activities include accountancy,
consulting, architecture, and legal services.

5
Whilst the term “Business” is defined to include both vocational and professional activities, it does not include employment,
and Corporate Tax will not apply to an individual’s salary, wages and other employment income.

Whilst typically a Business is carried on continuously and there is repetition of commercial activity, the definition allows
for a short-term commercial activity to be considered a Business for Corporate Tax purposes. This is why the Corporate
Tax Law refers to the “conduct” of a Business rather than the “carrying on” of a Business.

The definition of a “Business Activity” is wider than that of a “Business”, and includes any transaction, step, or other
element or action undertaken by or as part of a Business, which may be carried out entirely or partially within the UAE.

For the application of the Corporate Tax Law to companies and other juridical persons, all activities conducted and assets
used or held will generally be considered activities conducted, and assets used or held, for the purposes of a Business or
Business Activity.

Natural persons can earn income from employment, investments or from practising a commercial, industrial or professional
activity, in their personal capacity, through a partnership or as sole proprietors of a Business. Employment and personal
investment income are not intended to be within the scope of Corporate Tax.

It is noted that the characterisation of income as income from a Business or Business Activity does not preclude the income
from retaining its nature and characterisation as State Sourced Income under Article 13 and the application of Withholding
Tax under Article 45.

“Person”
The definition of a “Person” includes both a natural person and a juridical person.

A “natural person” means an individual or individuals. As discussed above, natural persons would only be subject to
Corporate Tax insofar as they conduct a Business or Business Activity in the UAE.

For certain types of Business Activities, natural persons can form a sole establishment or a civil company. For Corporate
Tax purposes, these entities will be disregarded and treated as the natural person or persons owning them because of their
direct relationship and control over the Business and their unlimited liability for the debts and other obligations of the
Business. The relevant natural person or persons may be subject to Corporate Tax and required to register in their individual
capacity where a Cabinet Decision issued in accordance with Article 11(6) specifies the Business or Business Activity that
brings a natural person within the scope of Corporate Tax.

A “juridical person” refers to an entity established or otherwise recognised under the laws and regulations of the UAE, or
under the laws of a foreign jurisdiction, that has a legal personality separate from its founders, owners and directors.
Separate legal personality means that the entity has its own rights, obligations and liabilities, and that the entity would
normally continue to exist irrespective of changes in the Person or Persons owning it. As a consequence, the owners of a
juridical person (including those involved in managing its affairs) would generally have no liability for the debts and
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obligations of the entity over and above their investment in the juridical person, with the exception of the cases that the
UAE law states otherwise.

Examples of UAE juridical persons include a limited liability company, a foundation, a public or private joint stock
company, and other entity forms that have separate legal personality under the applicable federal or Emirate level laws and
regulations. Branches of a UAE or a non-UAE juridical person are regarded as an extension of their “head office” and,
therefore, are not considered separate juridical persons for Corporate Tax purposes.

6

Limited liability partnerships and other types of incorporated partnerships and associations where none of the relevant
Persons have direct and unlimited liability for the entity’s obligations or other partners or members’ actions would
ordinarily be subject to Corporate Tax in the same manner as any other corporate entity.

“State’s Territory”

The term “State” is defined as the UAE’s lands, territorial sea and airspace above it. This definition is not meant to be
limiting and means the entire territory of the UAE, including its territorial waters, airspace, islands, free zones and economic
zones, seabed, continental shelf, subsoil and their natural resources over which the UAE exercises its sovereign rights in
accordance with UAE legislation and international law.

“Taxable Person”
A “Taxable Person” is any Person that is subject to Corporate Tax under the Corporate Tax Law.

Insofar as an Exempt Person engages in an activity which is specifically identified as incurring a Corporate Tax liability
for such a Person, the Exempt Person will be regarded as a Taxable Person to the extent of its taxable Business or Business
Activity (see Article 4).

“Licensing Authority”

For the purposes of the Corporate Tax Law, a “Licensing Authority" refers to an authority in the UAE that is responsible
for and authorised to licence or permit the conduct of a Business or Business Activity in the UAE. This includes both
“mainland” licensing authorities as well as the authorities responsible for issuing business licences and regulating the
activities of entities within a free trade zone or special economic zone. Examples of Licensing Authorities include the
Department of Economic Development in each Emirate, the Dubai International Financial Centre Authority, the Dubai
Development Authority, Abu Dhabi Global Market, the Central Bank and the Securities and Commodities Authority.

“Revenue”

The term “Revenue” refers to the total amount of gross income or gross receipts derived during a Tax Period as recorded
in the Taxable Person’s books and records prepared in accordance with applicable accounting standards. Gross income
means all income earned from sources within and outside of the UAE, whether in cash or in kind, and without deducting
any type of costs or expenditure.

Revenue includes, for example, receipts from the sale of goods and services, royalties, Interest, premiums, dividends and
other amounts received or recognised. In the context of the sale of goods or services, revenue means the gross income from
sales or services without deducting the cost of goods sold or the cost of services supplied, exclusive of Value Added Tax

(“VAT”) .

For the avoidance of doubt, gross income does not mean Taxable Income.
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“Free Zone”

This term is relevant to Article 18, which enables juridical persons that are formed or registered in a geographic area that
has been designated in a Cabinet Decision as a “Free Zone” to benefit from a 0% Corporate Tax rate on income from
certain qualifying activities and transactions.

“Free Zone Person”

The term “Free Zone Person” refers to a juridical person that is incorporated, established or otherwise registered in a Free
Zone. This includes a branch of a UAE mainland or foreign juridical person that is registered in a Free Zone.

This term is relevant to Articles 3(2) and 18 as the 0% Corporate Tax rate under Article 3(2)(a) is available only to Free
Zone Persons that meet the relevant conditions to be considered a Qualifying Free Zone Person.

The reference to “otherwise registered” in the definition of “Free Zone Person” means that a foreign juridical person that
transfers its place of incorporation to a Free Zone and as a result becomes subject to the applicable laws and regulations of
the UAE as an entity registered in a Free Zone shall also be considered a Free Zone Person.

A foreign juridical person that is a Resident Person under Article 11(3)(b) by virtue of being effectively managed and
controlled in the UAE shall not be considered a Free Zone Person solely on the basis of the place of effective management
and control of that juridical person being situated in a Free Zone.

“Dividend”

Subject to the context in which the term is used, the term “dividend” refers to any payment or distribution that is declared
or paid on or in respect of shares or other rights participating in the profits of the issuer of such shares or rights which does
not constitute a return of capital or a return on debt claims. A dividend may be paid in cash, securities or other property out
of profits, retained earnings or any other legal, capital or revenue reserve or account. This includes any payment or benefit
which in substance or effect constitutes a distribution of profits made or provided in connection with the acquisition,
redemption, cancellation or termination of shares or other ownership interests or rights or any transaction or arrangement
with a Related Party or Connected Person that does not comply with Article 34.

“Interest”

The term “Interest” is defined broadly to reflect the fact that there is considerable flexibility as to how financing
arrangements may be structured. In general terms, Interest means the compensation earned by a creditor for the use of their
money, whether under a conventional financing arrangement or a financing arrangement that is compliant with Islamic
Sharia law.

The definition is inclusive so that the term otherwise has its ordinary meaning, that is, an amount that is calculated by
reference to the principal sum of a debt obligation, including any commonly used interest substitutes such as discounts and
premiums and other amounts functionally equivalent to or in the nature of interest.

“Market Value”

To prevent the manipulation of Taxable Income, various Articles in the Corporate Tax Law require the pricing of
transactions between Persons under common ownership or between Persons that are otherwise related or connected (see
Chapter Ten of the Corporate Tax Law) to be determined by reference to the “Market Value” (also commonly referred to
as fair value or fair market value).
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8
For example, and unless the Corporate Tax Law specifically allows for a different value to be used, a Taxable Person
disposing of an asset to a Related Party or a Connected Person would be treated for Corporate Tax purposes as having
received consideration for the disposal equal to the Market Value of the asset at the time of the disposal, irrespective of the
value reported in the financial statements of the Taxable Person. The same amount must then be treated as the cost base of
the asset for Corporate Tax purposes for the acquiring Person.

The Market Value of an asset, service or benefit provided is the value that the asset, service or benefit would ordinarily
have in the open market at the time and place of the transaction taking place. The value should be determined as if the
parties are independent from each other as per the arm’s length principle. If it is not possible to determine the Market Value
of the actual asset, service or benefit, the definition allows for the Market Value to be determined by reference to the
consideration for a similar asset, service or benefit in the open market at that time, as adjusted for any differences between
the transactions being compared or between the parties undertaking those transactions.

“Tax Procedures Law”

The in-force law that governs the general procedural or administrative rules relating to federal taxes in the UAE is the
Federal Decree-Law No. 28 of 2022 on Tax Procedures. The Tax Procedures Law provides for harmonised procedural and
administrative rules applicable to federal taxes applicable in the UAE.

The Corporate Tax Law is a “Tax Law” for the purposes of the Tax Procedures Law and hence the relevant provisions of
the Tax Procedures Law govern the administration, collection and enforcement of Corporate Tax by the Authority.

The application of the Tax Procedures Law is supplemented by the procedural and administrative rules that are specific to
Corporate Tax imposed under the Corporate Tax Law. This means that any procedural or administrative rules that are
specific to Corporate Tax imposed under the Corporate Tax Law are provided for in the Corporate Tax Law, while any
procedural or administrative rules that are common across all federal taxes in the UAE are governed by the Tax Procedures
Law.

9
Chapter Two: Imposition of Corporate Tax and Applicable Rates
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Article 2: Imposition of Corporate Tax

This Article sets out the general scope of the Corporate Tax Law. It establishes that Corporate Tax is imposed on the Taxable
Income earned by a Taxable Person in a Tax Period.

This Article also provides that Corporate Tax shall be imposed at the rates specified in Article 3, and that any Corporate
Tax due shall be payable to the Authority.

Corporate Tax would ordinarily be imposed annually, with the Corporate Tax liability calculated by the Taxable Person on
a self-assessment basis. This means that the calculation and payment of Corporate Tax is done through the filing of a
Corporate Tax Return by the Taxable Person followed by payment of any amount due, to the Authority.

Article 3: Corporate Tax Rate

This Article specifies the rates of Corporate Tax which shall apply to the Taxable Income of a Taxable Person in each Tax
Period.

Clause 1 sets the rate of Corporate Tax at 9% for Taxable Income in excess of a threshold amount specified in a Cabinet
Decision. Taxable Income below this threshold will be subject to Corporate Tax at 0%.

Cabinet Decision No. 116 of 2022 on the Annual Taxable Income Subject to Corporate Tax has set the threshold amount
for the purposes of Clause 1 at AED 375,000.

As such, the rates of Corporate Tax set by this Article will apply as follows:
° 0% on Taxable Income up to and including AED 375,000; and e
9% on Taxable Income above AED 375,000.
A Qualifying Free Zone Person will not be able to benefit from the 0% tax threshold as mentioned above.
Clause 2 determines the rates of Corporate Tax that shall apply to Qualifying Free Zone Persons that meet the conditions
of Article 18.Clause 2(a) provides that Qualifying Free Zone Persons can benefit from a 0% Corporate Tax rate on their

Qualifying Income. The income that constitutes Qualifying Income is discussed under Article 18(1)(b).

Clause 2(b) sets the rate of Corporate Tax at 9% for any income earned by a Qualifying Free Zone Person that is not
Qualifying Income.

Chapter Three: Exempt Person
Article 4: Exempt Person

This Article specifies the Persons that are exempt from Corporate Tax.
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Exemptions from Corporate Tax are provided for particular categories of Persons where there are public interest and policy
justifications for not subjecting these categories of Persons to taxation.

The exemption from Corporate Tax provided under this Article is a so-called “subject exemption” that excludes the relevant
entity from being within the scope of Corporate Tax, as opposed to an “object exemption” that would only exempt specific
types of income earned by an otherwise Taxable Person. Examples of object exemptions under the Corporate Tax Law are
the Participation Exemption under Article 23 and the Foreign Permanent Establishment Exemption under Article 24.

A distinction is made between Persons that are automatically exempt by reason of this Article, and Persons that must make
an application to the Authority to claim Exempt Person status.

Government Entities, Government Controlled Entities, Persons engaged in Extractive Businesses that meet the conditions
under Article 7, Persons engaged in Non-Extractive Natural Resource Businesses that meet the conditions under Article 8
and Qualifying Public Benefit Entities will not have to apply to the Authority for Exempt Person status. These Persons will
generally be exempt from the application of the Corporate Tax Law unless they engage in an activity which is specifically
identified as incurring a Corporate Tax liability for such a Person. Further information on these Exempt Persons can be
found under the explanation of Articles 5, 6, 7, 8 and 9.

Clause 1 introduces the following categories of Persons who are exempt from Corporate Tax.
Clause 1(a) Government Entities

Government Entities include the Federal Government, the Government of each Emirate, and any associated ministries,
departments and other public bodies or agencies that are an integral part of the respective Government. Examples of
Government Entities include the State’s ministries and federal authorities and the municipalities, departments and agencies
of each Local Government. These and other Government Entities are considered administrative bodies that carry out
government functions under the control of the Federal Government or Local Government. Juridical persons that are used
by Government Entities to carry out certain activities of the Federal or Local Governments under outsourcing and other
arrangements shall not be considered Government Entities in their own right.

It is internationally common for a government to exempt its own activities from taxation, as those activities are generally
conducted as part of the government’s duties.

Government Entities automatically qualify for an exemption, without needing to be listed in a Cabinet Decision or having
to submit an application to the Authority.

How the exemption from Corporate Tax under this Clause will apply to Government Entities that also engage in an activity
which incurs a Corporate Tax liability is discussed in more detail under Article 5. Clause 1(b) Government Controlled

Entities

11
The Corporate Tax Law makes a distinction between a “Government Entity” and a “Government Controlled
Entity”.

The difference with a Government Entity is that a Government Controlled Entity is a separate juridical person and not an
unincorporated part or body of the Government. Further, Government Entities automatically qualify for an exemption from

Corporate Tax, whilst a Government Controlled Entity would need to be listed in a Cabinet Decision issued in accordance
with Article 1 in order to be exempt from Corporate Tax.
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The exemption under Clause 1(b) recognises that whilst a Government Controlled Entity is legally distinct from the
Government, it may undertake activities that are the same or similar to those of the Government Entity owning it, or that
can otherwise be considered part of the remit of the relevant Government Entity. A juridical entity that carries out its
mandate to fulfil a government’s responsibility in accordance with the law or other instrument under which it was
established will have its mandated activities assimilated to a government function rather than a taxable Business. It is
internationally common to exempt such entities from taxation.

A Government Controlled Entity would typically be established by way of federal or local law, decree or resolution. In
addition, a Government Controlled Entity is required to be wholly owned and controlled by one or more Government
Entities. The term “ownership” refers to the full legal and beneficial ownership of the shares or other ownership interests
in the Government Controlled Entity, with unrestricted entitlement to profit and liquidation proceeds and other ownership
entitlements.

Ownership of a Government Controlled Entity can either be directly held by one or more Government Entities or indirectly
held through one or more other Government Controlled Entities. Whilst a Government Controlled Entity would ordinarily
be expected to be held directly by a Government Entity, there may be instances where this is not the case due to a past
restructuring of the relevant Government Entity's activities or investments, or because of other reasons.

The earnings of the Government Controlled Entity must ultimately be credited to the account of the Government, without
a private Person having a claim or entitlement over the entity’s income, assets or ownership interests by virtue of ownership
or a beneficial interest in the entity.

Determining whether a Government Controlled Entity is “controlled” by the Government would, among other factors,
involve consideration of the composition of the entity’s board of directors. The board of a Government Controlled Entity
would generally be expected to comprise Government and public sector officials and other members appointed by the
Government.

How the exemption from Corporate Tax under this Clause applies to Government Controlled Entities is discussed in more
detail under Article 6.

Clause 1(c) Persons engaged in an Extractive Business and Clause 1(d) Persons engaged in a Non-Extractive Natural
Resource Business

The UAE Constitution considers the Natural Resources in each Emirate to be the public property of that Emirate. Persons
engaged in the extraction and exploitation of Natural Resources are often subject to some form of Emirate-level taxation.
Accordingly, Articles 4(1)(c) and 4(1)(d) exempt Persons engaged in the extraction of the UAE’s Natural Resources and
in the non-extractive aspects of the Natural Resources value chain from Corporate Tax, subject to the conditions and
safeguards specified in Articles 7 and 8 being met.

12
“Natural Resources” are defined as water, oil, gas, coal, naturally formed minerals and other non-renewable, non-living
natural resources that may be extracted from the State’s Territory. The definition specifically excludes renewable resources
such as solar energy, wind, animals, and plant materials which would not qualify a Person to benefit from a Corporate Tax
exemption under this Article.

For the purposes of Clause 1(c), an Extractive Business is one engaged in the activity of exploring, extracting, removing
or otherwise producing and exploiting Natural Resources. This sector is also commonly referred to as exploration and
production, and covers activities such as oil and gas extraction, mining, dredging and quarrying. The extraction of Natural
Resources is often done by companies that are wholly or partially privately owned under long-term concessions or contracts
entered into with the respective Local Government.
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The definition of Non-Extractive Natural Resources Business for the purposes of Corporate Tax and Clause 1(d), explained
in the context of the oil and gas sector, covers activities that form part of the midstream and downstream subsectors. This
would include the processing, transportation and storage of Natural Resources, as well as the marketing, distributing, and
selling of Natural Resource products.

Clause 1(e) Qualifying Public Benefit Entities

The UAE actively promotes social responsibility, volunteering activities and community service, and is the home of many
philanthropic and public benefit organisations. These organisations play an important role by taking a shared responsibility
with the Government for the advancement of social and public welfare, and communal or group interests.

Organisations formed for carrying out social, cultural, religious, charitable or other public benefit activities that meet the
conditions specified in Article 9 can apply to the Ministry to be treated as a Qualifying Public Benefit Entity and be exempt
from Corporate Tax. If the application is approved, the organisation will be listed in a Cabinet Decision. The exemption
will be effective from the beginning of the Tax Period in which the Qualifying Public Benefit Entity is listed in the Cabinet
Decision signifying that it is a Qualifying Public Benefit Entity or from any other date determined by the Minister of
Finance (the “Minister”).

Clause 1(f) Qualifying Investment Funds

It is internationally accepted for a tax system to provide for neutrality between direct investments and investment through
collective investment funds by not subjecting the income of the investment fund to taxation. This ensures that the investor
in the fund, whether domestic or foreign, is in the same or a similar tax position as if they had invested directly in the
underlying assets of the fund.

The Corporate Tax Law seeks to protect the tax neutrality of UAE investment funds in two ways.

First, an investment fund that is structured as an Unincorporated Partnership will not be treated as a Taxable Person in its
own right (i.e., fiscally transparent for Corporate Tax purposes) under Article 16 with income derived by such an
investment fund being treated as earned by the investors. Depending on their tax profile and residence for tax purposes, the
investors may be subject to Corporate Tax on the income derived through the investment fund.

Second, Clause 1(f) allows investment funds that are structured as incorporated entities, such as real estate investment
trusts and investment companies, to apply to the Authority for an exemption from Corporate Tax, subject to meeting the
conditions specified in Article 10.

13
The exemption from Corporate Tax under Clause 1(f) may also extend to UAE juridical persons wholly owned and
controlled by a Qualifying Investment Fund to hold the Qualifying Investment Fund’s assets or invest their funds under
Clause 1(h).

Clause 1(g) Pension or social security funds

There are various public pension and social security funds in the UAE that manage publicly mandated pensions and social
security benefits for certain categories of Persons. Whilst these funds are initiated, sponsored and governed by the Federal
or Local Government, they would typically not be wholly owned and controlled by a Government Entity. This is because
the entitlement to receive pension or social security benefits and any surplus assets of the fund would normally rest with
the beneficiaries for which the fund was established. This may prevent a public pension and social security fund from
benefiting from Exempt Person status under Clause 1(b).
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Given the importance and relevance of public pension and social security funds for the country and its population, Clause
1(g) excludes public pension and social security funds from the application of the Corporate Tax Law.

The same Exempt Person status may be available to private pension or social security funds that are subject to regulatory
oversight of a competent authority in the UAE such as the DIFC Dubai Financial Services Authority, and that meet any
other conditions that may be prescribed by the Minister. Such conditions may detail any operational and other requirements
to ensure the exemption under Clause (1)(g) only benefits private employee retirement and end of service gratuity schemes.

The Corporate Tax treatment of pension or social security funds is consistent with international practice and takes into
account that the beneficiaries may be taxed on the pension or social security benefits outside of the UAE, depending on
their tax status and the applicable tax regime at the time of receipt.

Clause 1(h) Juridical persons incorporated in the UAE that are wholly owned and controlled by certain Exempt Persons

An Exempt Person may incorporate one or more wholly owned subsidiary companies to carry out part or all of its activities.
For example, a Qualifying Investment Fund may establish a holding company to own certain assets, or a Government
Controlled Entity may establish a subsidiary to provide administrative support services. Whilst such subsidiaries would not
be considered Exempt Persons in their own right, it would not be consistent from a policy perspective to deny these juridical
persons the same Corporate Tax relief provided to their owners where they are merely carrying out part or all of the same
functions and activities.

Accordingly, Clause 1(h) allows a UAE juridical person that is wholly owned and controlled by an exempted Government
Entity, Government Controlled Entity, Qualifying Investment Fund or a pension or social security fund to apply to the
Authority for an exemption from Corporate Tax where its activities are limited to:

e undertaking part or whole of the activity of the Exempt Person to the extent that those activities do not
relate to the taxable Business or Business Activities of that Exempt Person; and/or

e holding assets or investing funds for the benefit of the Exempt Person; and/or @ activities that are

ancillary to those carried out by the Exempt Person.

14

The exemption from Corporate Tax under this Clause is available to juridical persons meeting the conditions specified
above that are directly or indirectly wholly owned and controlled by the Exempt Person through one or more juridical
persons that have been granted Exempt Person status under this Clause.

Clause 1(i) Any other Person as may be determined by a Cabinet Decision

The Corporate Tax Law allows for further strategically focused exemptions to be introduced in the future through one or
more Cabinet Decisions. This is to ensure that the Corporate Tax Law is sufficiently dynamic to respond to domestic and
international changes and developments. Until any such decision is issued, only those Persons described above will be
exempt from Corporate Tax.

Clause 2 establishes that whilst Government Entities, Government Controlled Entities, Persons engaged in an Extractive
Business and Persons engaged in a Non-Extractive Natural Resource Business can have the status of a Taxable Person
insofar as it relates to their taxable Business or Business Activity, they will continue to be treated as an Exempt Person for
the purposes of certain relief provisions under the Corporate Tax Law.

Specifically, the ability to transfer assets and liabilities within a Qualifying Group, the ability to transfer assets and liabilities
as part of a business restructuring, the ability to transfer Tax Losses, and the ability to form or join a Tax Group under
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Articles 26, 27, 38 and 40 will not be available to an Exempt Person that is also engaged in a taxable Business or Business
Activity.

Clause 3 specifies that Qualifying Investment Funds, pension or social security funds, and juridical persons incorporated
in the UAE that are wholly owned and controlled by an Exempt Person do not automatically qualify for an exemption.
Instead, these categories of entities and any other categories of Exempt Persons as may be determined at a later stage in a
Cabinet Decision must make an application to the Authority to be exempt from Corporate Tax.

It is the responsibility of entities that fall within the scope of Clause 3 to self-assess whether they meet the conditions to
be exempt from Corporate Tax, and to apply to the Authority to be approved for Exempt Person status. Until approval is
granted by the Authority on such application, the entity will remain subject to Corporate Tax as a Taxable Person.

The form and manner in which the application needs to be made will be prescribed by the Authority.

Clause 4 establishes that Persons making an application under Clause 3 will be treated as an Exempt Person from the
beginning of the Tax Period specified in their application to the Authority, or from any other date as determined by the
Authority.

The ability for the Authority to set any other date provides flexibility for the Authority to allow an exemption to become
effective during a Tax Period, where appropriate, or to suggest an earlier or later effective date depending on the specific
situation of the applicant.

A Person may apply for Exempt Person status to be granted for Tax Periods before the period in which the application is
filed. Retrospective approval as an Exempt Person is at the discretion of the Authority and would be granted only if the
Authority is satisfied that the Person met all applicable conditions during the entire period and agrees with the reason(s)
why the application was not filed at an earlier point of time.

Clause 5 provides that an Exempt Person that fails to meet any of the conditions which determine their exempt status will
cease to be an Exempt Person from the beginning of the Tax Period in which the relevant condition

15

or conditions are no longer met. The reason for the exemption ceasing to apply from the beginning of the relevant period
is to avoid administrative complexities associated with a change in tax status at a point in time that does not coincide with
the beginning of a Tax Period.

Clause 6 allows the Minister to prescribe the conditions and instances under which a Person can continue to be exempt
from Corporate Tax despite not meeting the conditions set out in the Corporate Tax Law, or to prevent a Person from losing
its exempt status for the entire relevant Tax Period. This exception to the general rule under Clause 5 recognises that there
may be situations where the failure to meet the conditions is due to extenuating circumstances such as the termination or
liquidation of the Person, or because the failure is of a temporary nature and is expected to be rectified within a reasonable
timeframe.

Article 5: Government Entity

Government Entities are generally exempt from Corporate Tax.

It is internationally accepted that Government entities are outside the scope of corporate income tax insofar as they conduct
activities that are an extension or part of the Government’s sovereign and public functions. Equally, it is internationally
accepted that such an exemption would not extend to commercial activities that would result in the Government entity

enjoying an inequitable advantage over a private sector entity engaged in the same activities.

Article 5 gives effect to the above policy principles and sets out instances where this exemption does not apply.
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Clause 1 provides a general rule that a Government Entity is exempt from the application of the Corporate Tax Law. This
means that unless specifically provided otherwise in the Corporate Tax Law or any implementing decision issued
thereunder, a Government Entity would not have any registration obligation under the Corporate Tax Law.

Clause 2 establishes that notwithstanding Clause 1, a Government Entity will be within the scope of Corporate Tax insofar
as it conducts a Business or Business Activity under a trade licence or equivalent permit issued by the relevant Licensing
Authority concerned with the licensing of commercial activities in the UAE. Maintaining a business licence would be seen
as an indication of the conduct of a commercial activity that is not related to the core activities of the Government.

Clause 3 establishes that where a Government Entity conducts a licensed Business or Business Activity, such activity will
be treated as a separate and independent Business for Corporate Tax purposes. The Government Entity must maintain
financial statements for this Business, separate from its other activities.

This Clause, which should be read together with Clauses 4 and 5, provides that for the purposes of the computation of
Taxable Income, income and expenditure should be attributed to the Business or Business Activity as if it was a distinct
and separate entity from the Government Entity. The arm’s length principle under Article 34 would apply to any
interactions between the taxable Business and the other Tax exempted functions and activities of the Government Entity.

Clause 4 determines that the Government Entity must calculate the Taxable Income of its Business independently for each
Tax Period according to the provisions of the Corporate Tax Law. This would need to be done on the basis of separate
financial statements referred to in Clause 3. The Government Entity will not be able to benefit from the reliefs provided
under Chapter Eight of the Corporate Tax Law or use losses from

16
its sovereign and public activities to reduce the Taxable Income of its taxable Business (under Article 38) or join or form
a Tax Group (under Article 40).

Clause 5 specifies that any transactions between the taxable Business of the Government Entity and its other activities will
be treated as Related Party transactions subject to the transfer pricing rules under Article 34.

Based on the position under Clause 3 that the licensed Business or Business Activity is treated as a separate and independent
entity, it can be involved in “dealings” with other parts of the Government Entity. Clause 5 provides that the arm’s length
principle under Article 34 would be applicable to any such dealings, and the attribution of income and related expenditure
to the Business would need to be done through the performance of a functional analysis and application of prescribed
transfer pricing methods.

Further details on the treatment of Related Party transactions and the application of the arm’s length principle can be found
in Chapter Ten of the Corporate Tax Law.

Clause 6 provides that a Government Entity can make an application to the Authority to have all of its Businesses or
Business Activities treated as a single Taxable Person. This Clause is intended for situations where the Federal Government
or a Local Government has multiple departments, authorities, agencies or other public institutions carrying on activities
that are within the scope of Corporate Tax. In this case, and in accordance with Ministerial Decision No. 68 of 2023 on the
Treatment of all Businesses and Business Activities Conducted by a Government Entity as a Single Taxable Person, the
relevant Federal or Local Government Entity may apply to the Authority to treat the relevant taxable Businesses of the
Federal Government or Local Government as a single Taxable Person. This would allow the Federal or Local Government
Entity to file a single Tax Return for all its taxable Businesses.

The ability for a Federal or Local Government Entity to consolidate its taxable Businesses for Corporate Tax purposes is
subject to the conditions that have been specified in Ministerial Decision No. 68 of 2023 on the Treatment of all Businesses
and Business Activities Conducted by a Government Entity as a Single Taxable Person. These conditions are:
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e the application should include all of the taxable Businesses and Business Activities of the Federal Government Entity
or the Local Government Entity; the Businesses and Business Activities of the Federal Government Entities or the
Local Government Entities should be conducted under a Licence issued by a Licensing Authority.

e the Federal Government or the Local Government will be required to nominate a Federal Government Entity or a
Local Government Entity to act as a representative for the Federal Government or the Local Government,
respectively. This representative will be responsible for making the application to the Authority to be treated as a
single taxable person, the Corporate Tax compliance and payment obligations of all respective taxable Businesses
and Business Activities; and

e in the case of the Local Government Entity, the application can only cover those Businesses and Business Activities
that are conducted within the same Emirate.

Where an application has been approved by the Authority to consolidate the taxable Businesses and Business Activities of
a Federal Government Entity or a Local Government Entity, any new Business or Business Activity conducted by the same
Federal or Local Government Entity that meets the required conditions will be treated as being a part of the same Taxable
Person.

Article 6: Government Controlled Entity

The Corporate Tax Law makes a distinction between a “Government Entity” and a “Government Controlled Entity” as
explained under Article 4. Whilst both types of entities can benefit from an exemption from Corporate Tax, Government
Controlled Entities would need to be listed in a Cabinet Decision together with their “Mandated Activities” to benefit from
Exempt Person status.

Where a Government Controlled Entity is listed in the relevant Cabinet Decision, this Article exempts that Government
Controlled Entity from the application of the Corporate Tax Law whilst establishing the limited circumstances in which a
Government Controlled Entity will be subject to Corporate Tax to prevent such entity from enjoying an inequitable
advantage over the private sector.

Government Controlled Entities are exempt from Corporate Tax in broadly the same circumstances that Government
Entities are exempt. As such, this Article and the provisions contained therein broadly mirror the rules regarding
Government Entities as set out in Article 5.

Clause 1 provides the basic rule that a Government Controlled Entity is exempt from Corporate Tax and the application of
the Corporate Tax Law. This means that unless specifically provided otherwise in any other Article of the Corporate Tax
Law or any implementing decision issued thereunder, a Government Controlled Entity would not have any registration
obligations under the Corporate Tax Law.

Clause 2 establishes that, notwithstanding Clause 1, a Government Controlled Entity will be subject to Corporate Tax
insofar as it conducts a Business or Business Activity which is not its Mandated Activity.

A Mandated Activity is an activity or activities conducted by a Government Controlled Entity in accordance with the legal
instrument establishing or regulating the entity, and that is listed in the Cabinet Decision issued in accordance with Article
1.

Not all activities listed in the legal instrument establishing or regulating the Government Controlled Entity would
automatically be considered a Mandated Activity. For an activity to be considered a “Mandated Activity”, it must be an
extension of the Government Entity’s primary function and duties and the income derived from the Mandated Activity
must ultimately be credited to its own account or to the account of any other Government Entity.
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A Mandated Activity may include activities performed by the Government Controlled Entity that serve no independent
function and are necessary for, the performance of the primary activity or activities of the Government Entity.

The Mandated Activity does not in itself prohibit the Government Controlled Entity from engaging in a commercial activity
and generating profits. However, unless such activity is recognised as a Mandated Activity in the Cabinet Decision
exempting the Government Controlled Entity, the entity would face the same taxation on the activity as potential
competitors in the private sector, irrespective of its government ownership and the source of its funds.

Clause 3 establishes that a Business or Business Activity conducted by a Government Controlled Entity that is not its
Mandated Activity listed in the Cabinet Decision, will be treated as a separate and independent Business for Corporate Tax
purposes. The Government Controlled Entity must maintain financial statements for the Business, separate from its other
activities.

18
This Clause, which should be read together with Clauses 4 and 5, provides that for the purposes of the computation of
Taxable Income, income and expenditure should be attributed to the Business or Business Activity as if it was a distinct
and separate entity from the Government Controlled Entity. The arm’s length principle under Article 34 would apply to
any interactions between the taxable Business and the other Mandated Activities of the Government Controlled Entity.

Where a Government Controlled Entity has more than one Business or Business Activity that is not its Mandated Activity,
all relevant Business Activities will be treated as a single Business for the purposes of this Article.

Clause 4 determines that the Government Controlled Entity must calculate the Taxable Income of its Business or Business
Activity that is not its Mandated Activity independently for each Tax Period. This would need to be done on the basis of
separate financial statements referred to in Clause 3. The Government Controlled Entity will not be able to benefit from
the reliefs provided under Chapter Eight of the Corporate Tax Law or use losses from its mandated activity to reduce the
Taxable Income of its taxable Business (under Article 38) or join or form a Tax Group (under Article 40).

Clause 5 provides that any transaction undertaken between the Business of the Government Controlled Entity and its
Mandated Activities will be treated as Related Party transactions subject to the transfer pricing rules under Article 34.

Based on the position under Clause 3, the arm’s length principle under Article 34 would be applicable to any dealings
between the Business and other parts of the Government Controlled Entity, and the attribution of income and related
expenditure to the Business would need to be done through the performance of a functional analysis and application of
prescribed transfer pricing methods.

Further details on the treatment of Related Party transactions and the application of the arm’s length principle can be found
in Chapter Ten of the Corporate Tax Law.

Article 7: Extractive Business
To prevent double taxation, and to respect the sovereignty of Emirates over their Natural Resources, this Article sets out
the conditions for satisfying the definition of being an Extractive Business for the purposes of Exempt Person status under
Article 4(1)(c) and the circumstances that would lead to any other Business of an otherwise exempt Extractive Business
being subject to Corporate Tax.
Any share of income from the extraction and exploitation of Natural Resources earned directly by a Government Entity, or

royalties and other fiscal levies raised by a Government Entity from the extraction or production of Natural Resources by
private sector companies will be outside the scope of the Corporate Tax under Article 4(1)(a).
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Clause 1 specifies that a Person shall be exempt from Corporate Tax in respect of activities related to its Extractive Business
where all of the following conditions are met.

e The Person either directly or indirectly holds or has an interest in a right, concession or Licence issued by a Local
Government to undertake its Extractive Business.

Whilst certain aspects of the Natural Resources sector are federally regulated, each Emirate is responsible for
regulating the exploration and production of its oil and gas reserves and other Natural Resources. Rights to the
exploration and production of Natural Resources are typically awarded to companies that
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are wholly privately or government owned or to joint ventures between a Local Government and private sector
enterprises by way of a licence or concession agreement entered into with the relevant Government Entity.

Irrespective of the nature and proportion of government ownership, a necessary condition for a Person to qualify for
Exempt Person status under Article 4(1)(c) is that they are the direct or indirect holder of, or beneficiary under, a
Natural Resources licence or concession agreement. The reference to “directly or indirectly” in this Clause recognises
that the procedures and contractual structures for obtaining Natural Resources exploration and production rights vary
between the Emirates and on a case-by-case basis, and that a Person may be or become a holder or beneficiary under
a Natural Resources licence or concession agreement by virtue of assignment, participation or sub-participation.

e The Person is effectively subject to tax in the Emirate in which they operate as set out in Article 7(6).

Local Governments derive income from Natural Resources through their participation in companies or partnerships
with other investors and through taxation. The taxation of Natural Resource activities is regulated by the individual
Emirates and is typically agreed on a case-by-case basis under the relevant concession agreement or similar
arrangement with the Local Government.

In addition to being the direct or indirect holder of or beneficiary under a Natural Resources licence, concession
agreement or similar arrangement, a Person shall be exempt from the application of the Corporate Tax Law only
where it is effectively subject to Emirate-level taxation. Effectively subject to tax means that the Person has to
actually pay some level of tax to the relevant Local Government. This could be an income tax levied under the
relevant Emirate-level tax decree, a royalty on production or sales or other fiscal measure provided for in the
agreement entered into with the relevant Government Entity, or other form of tax, charge or levy issued by the
respective Local Government.

e A Person seeking to claim an exemption from Corporate Tax under Article 4(1)(c) must notify the Ministry of its
Exempt Person status and its compliance with the conditions set forth in Article 7. The form and manner to make
this notification will be agreed between the Ministry and the Government of the relevant Emirates to ensure
alignment around the requirements and the process to validate the eligibility of the exempt status in accordance with
the provisions of Article 7.

Clause 2 establishes that where a Person satisfies the conditions of Clause 1 and derives income from both an Extractive
Business and any other Business or Business Activity that is subject to Corporate Tax, the Person will be considered to
have a dual status for Corporate Tax purposes and will be within the scope of Corporate Tax insofar as the income is derived
from its other Business.

The income from the Extractive Business will remain outside the scope of the Corporate Tax Law and will be taxed in
accordance with the applicable legislation of the relevant Emirate, and the income from the other Business will be subject

to Corporate Tax under the Corporate Tax Law, unless the other Business is an exempted Non-Extractive Natural Resource
Business (see Article 8).
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Clause 3 provides that for the purposes of Clause 2, a Person will not be considered to have earned income from any other
Business where such other Business is ancillary or incidental to the Person’s Extractive Business.

All facts and circumstances must be considered in determining whether any other Business is ancillary or incidental to the
Person’s Extractive Business, but relevant indicators may include the relative size and value of
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the other Business and the duration and frequency of the activity. Examples of earning income from an ancillary or
incidental Business would include earning rental income from letting out vacant parts of a property or equipment used in
the Person’s Extractive Business or earning interest from placing excess funds at the disposal of a Related Party.

For any other Business to be considered ancillary or incidental to the Person’s Extractive Business, the aggregate Revenue
from such other Businesses cannot exceed 5% of the Person’s total Revenue for the Tax Period in question.

Clause 4 sets out how a Person with income from both an Extractive Business and any other Business is treated under the
Corporate Tax Law.

Clause 4(a) specifies that the other Business will be treated as a separate and independent Business for Corporate Tax
purposes for which separate financial statements will need to be maintained. This Clause, which should be read together
with Clause 5, provides that for the purposes of the computation of Taxable Income from the other Business, income and
expenditure should be attributed to the other Business as if it was a distinct and separate entity from the Person’s Extractive
Business, unless Clause 4(b) provides otherwise.

Where the Person has more than one other Business that is not the Person’s Extractive Business, all other Business Activities
will be treated as a single Business for the purposes of this Article.

The arm’s length principle under Article 34 would apply to any interactions between the Extractive Business and the other
Business of the Person.

Clause 4(b) addresses how any common expenditure between the Extractive Business and the other Business of the same
Person should be apportioned.

Persons engaged in both an Extractive Business and any other Business are required to separate the income, expenses, and
losses attributable to their Extractive Business and their other Business, with the Taxable Income from the other Business
determined in accordance with the provisions of the Corporate Tax Law.

Common expenses that cannot be attributed individually should be apportioned according to the Revenue of each Business
in a Tax Period, unless the expenditure is taken into account in a different proportion for the purposes of calculating the tax
payable on the income of the Person’s Extractive Business under the applicable legislation of the respective Emirate. In
this case, the apportionment shall follow this latter proportion. Any such different apportionment is not intended to allow
for an attribution of common expenditure to the other Business in excess of the relative proportion of Revenue from the
other Business.

Clause 4(c) confirms that for the other Business, the Person must perform a separate calculation of Taxable Income and
Corporate Tax payable for each Tax Period in accordance with the provisions of the Corporate Tax Law. The Person will
not be able to benefit from the reliefs provided under Chapter Eight of the Corporate Tax Law or use losses from the
Extractive Business to reduce the Taxable Income of its other Business (under Article 38) or join or form a Tax Group
(under Article 40).

Clause 5 provides that transactions undertaken between the Extractive Business and the other Business of the same Person
are treated as Related Party transactions. Based on the position under Clause 4(a), the arm’s length principle under Article
34 will be applicable to any transactions or dealings between the Person’s Extractive Business and any other Business.
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Chapter Ten of the Corporate Tax Law provides further detail on the treatment of Related Party transactions.

Clause 6 clarifies what constitutes a “tax” for the purposes of satisfying the condition of being effectively subject to
Emirate-level taxation under Clause 1.

The fiscal regime applicable to Natural Resource exploration and production may involve income taxes levied under
Emirate-level tax decrees, royalties on production, levies on revenues and other fiscal measures. Acknowledging that the
taxation of an Extractive Business at Emirate level can take many different forms, this concept is meant to be interpreted
widely, and includes all forms of tax, charge or levy payable on income, profits or revenues to the Local Government.

Clause 7 confirms that the scope of the Extractive Business exemption for Corporate Tax purposes does not extend to
Persons who do not, in their own right, meet the conditions to be exempt under Article 7 or 8 of the Corporate Tax Law.

Accordingly, where a Person that meets the conditions of Article 7(1) engages another Person to undertake any part of the
exploration and production activities, such other Person will not be able to avail the Extractive Business exemption, and
the income derived by this other Person will be subject to Corporate Tax in accordance with the provisions of the Corporate
Tax Law.

Article 8: Non-Extractive Natural Resource Business

Similar to the exploration and production of Natural Resources, whilst certain non-extractive aspects of the Natural
Resources sector are regulated at the federal level (e.g., the transportation and storage of crude oil), the Emirates are also
responsible for regulating activities related to their Natural Resources beyond exploration and production.

In particular, each Emirate regulates access to the relevant infrastructure and facilities for the processing, transportation and
storage of Natural Resources and may give access to such infrastructure or grant the right to market, distribute, and sell the
Emirate’s Natural Resources to companies that are wholly or partially privately or government owned pursuant to
concessions or commercial agreements. These agreements may provide that the income from the Non-Extractive Natural
Resource Business is subject to taxation at the Emirate level.

Further, a Person wishing to engage in, among other things, the distribution, processing, transport, sale, or storage of Natural
Resources must first obtain an authorisation to do so from the Licensing Authority of the applicable Emirate. Such
authorisation would generally specify the Natural Resource products that the licensee is permitted to manage or sell.

To prevent double taxation, and to respect the sovereignty of Emirates over their Natural Resources, this Article sets out
the activities that satisfy the definition of a Non-Extractive Natural Resource Business for the purposes of being an Exempt
Person under the provisions of Article 4(1)(d), as well as the circumstances that would lead to other Business Activities of
an otherwise Non-Extractive Natural Resource Business being subject to Corporate Tax under the Corporate Tax Law.

The provisions of this Article extend an exemption similar to the one available under Article 7 to the separation, treatment,
refinement, processing, storage, transportation, marketing, and distribution of Natural Resources. To the extent tax is
payable to the Local Government in respect of such activities, and provided the relevant other

2
conditions are met, the Person engaged in a Non-Extractive Natural Resource Business would be exempt from the
application of the Corporate Tax Law.

The definition of Natural Resource as discussed above in relation to Article 7 of the Corporate Tax Law also applies for
the purposes of this Article.
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Clause 1 specifies that a Person will be exempt in respect of activities related to a Non-Extractive Natural Resource
Business where all of the following conditions are met:

e the Person directly or indirectly holds or has an interest in a right, concession or Licence issued by a Local
Government to undertake a Non-Extractive Natural Resource Business;

e the Person’s income from its Non-Extractive Natural Resource Business is solely derived from Persons undertaking
a Business or Business Activity;

The exemption from Corporate Tax under Article 4(1)(d) is limited to Persons that engage solely in transactions
with other businesses, as opposed to with the end customer or consumer. In other words, if the Person derives income
from anyone who is not within the scope of the Corporate Tax Law (e.g. natural persons who do not undertake a
Business or Business Activity) or from any other Person that is not a business or other organised entity, the exemption
from Corporate Tax under Article 4(1)(d) will not be available.

e the Person is effectively subject to tax in the Emirate in which they operate as set out in Article 8(6); and

Similar to the requirement under Article 7, “effectively subject to tax”” means that the Person has to actually pay
some level of tax to the relevant Local Government. This could be an income tax levied under the relevant Emirate-
level tax decree, a royalty on production or sales or other fiscal measure provided for in the agreement entered into
with the relevant Government Entity, or other form of tax, charge or levy issued by the respective Local Government.

e the Person has notified the Ministry in the form and manner as agreed between the Ministry and the Government of
the relevant Emirates to ensure alignment around the requirements and the process to validate the eligibility of the
exempt status in accordance with the provisions of Article 8.

Clause 2 establishes that where a Person satisfies Clause 1 and derives income from both a Non-Extractive Natural
Resource Business and any other Business that is subject to Corporate Tax, the Person will be considered to have a dual
status for Corporate Tax purposes and be within the scope of Corporate Tax insofar of the income derived from its other
Business.

The income from the Non-Extractive Natural Resource Business will remain outside the scope of the Corporate Tax Law
and be taxed in and in accordance with the applicable legislation of the relevant Emirate, and the income from the other
Business will be subject to Corporate Tax under the Corporate Tax Law, unless the other Business is an exempted Extractive
Business (see Article 7).

Clause 3 provides that for the purposes of Clause 2, a Person will not be considered to have earned income from any other
Business where such other Business is ancillary or incidental to the Person’s Non-Extractive Natural Resource Business.
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All facts and circumstances must be considered in determining whether any other Business is ancillary or incidental to the
Person’s Non-Extractive Natural Resource Business, but relevant indicators may include the relative size and value of the
other Business and the duration and frequency of the activity. Examples of earning income from an ancillary or incidental
Business would include earning rental income from letting out vacant parts of a property or equipment used in the Person’s
Non-Extractive Natural Resource Business or earning interest from placing excess funds at the disposal of a Related Party.

For any other Business to be considered ancillary or incidental to the Person’s Non-Extractive Natural Resource Business,

the aggregate Revenue from such other Business cannot exceed 5% of the Person’s total Revenue for the relevant Tax
Period.
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Clause 4 sets out how a Person with income from both a Non-Extractive Natural Resource Business and any other Business
is treated under the Corporate Tax Law.

Clause 4(a) specifies that the other Business will be treated as a separate and independent Business for Corporate Tax
purposes for which separate financial statements will need to be maintained. This Clause, which should be read together
with Clause 5, provides that for the purposes of the computation of Taxable Income from the other Business, income and
expenditure should be attributed to the other Business as if it was a distinct and separate entity from the Person’s Non-
Extractive Natural Resource Business, unless Clause 4(b) provides otherwise.

Where the Person has more than one other Business that is not the Person’s Non-Extractive Natural Resource Business, all
other Business Activities will be treated as a single Business for the purposes of this Article.

Clause 4(b) addresses how any common expenditure between the Non-Extractive Natural Resource Business and the other
Business of the same Person should be apportioned.

Persons engaged in both a Non-Extractive Natural Resource Business and any other Business are required to separate the
income, expenses, and losses attributable to their Non-Extractive Natural Resource Business and their other Business, with
the Taxable Income from the other Business determined in accordance with the provisions of the Corporate Tax Law.

Common expenses that cannot be attributed individually should be apportioned according to the Revenue of each Business
in a Tax Period, unless the expenditure is taken into account in a different proportion for the purposes of calculating the tax
payable on the income of the Person’s Non-Extractive Natural Resource Business under the applicable legislation of the
respective Emirate. In this case, the apportionment shall follow this latter proportion. Any such different apportionment is
not intended to allow for an attribution of common expenditure to the other Business in excess of the relative proportion of
Revenue from the other Business.

Clause 4(c) confirms that for the other Business, the Person must perform a separate calculation of Taxable Income and
Corporate Tax payable for each Tax Period in accordance with the provisions of the Corporate Tax Law. The Person will
not be able to benefit from the reliefs provided under Chapter Eight of the Corporate Tax Law, use losses from the Non-
Extractive Natural Resource Business to reduce the Taxable Income of the taxable Business (under Article 38), or join or
form a Tax Group (under Article 40).

Clause 5 provides that transactions undertaken between the Non-Extractive Natural Resource Business and the other
Business of the same Person are treated as Related Party transactions. Based on the position under Clause 4(a), the arm’s
length principle under Article 34 would apply to any interactions between the NonExtractive Natural Resource Business
and the other Business of the Person.
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Chapter Ten of the Corporate Tax Law provides further detail on the treatment of Related Party transactions.

Clause 6 clarifies what constitutes a “tax” for the purposes of satisfying the condition of being effectively subject to
Emirate-level taxation under Clause 1.

Acknowledging that the taxation of a Non-Extractive Natural Resource Business at an Emirate level can take many different
forms, this concept is meant to be interpreted widely, and include all forms of tax, charge or levy payable on income, profits
or revenues to the Local Government.

Clause 7 confirms that the scope of the exemption from Corporate Tax for Non-Extractive Natural Resource Business does

not extend to Persons who do not, in their own right, meet the conditions to be exempt under Article 7 or this Article of
the Corporate Tax Law.
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Accordingly, where a Person that meets the conditions of Clause 1 engages another Person to undertake any part of its
Non-Extractive Natural Resource Business, such other Person will not be able to avail of the exemption under Article
4(1)(d), and the income derived by this other Person will be subject to Corporate Tax in accordance with the provisions of
the Corporate Tax Law.

Article 9: Qualifying Public Benefit Entity

The term “public benefit entity” refers to an organisation formed by private individuals or government or nongovernmental
bodies for carrying out charitable, social, cultural, religious, or other public benefit activities without the motive of making
profit for distribution to private Persons.

The exemption from Corporate Tax for Qualifying Public Benefit Entities recognises the important role these entities play
by taking a shared responsibility with the Government for the promotion of social or public welfare, or communal or group
interests. Internationally, charities and other public benefit organisations are also generally exempt from taxation.

To provide certainty, and in line with the treatment adopted for VAT, public benefit entities that meet the relevant conditions
under this Article will need to be listed in a Cabinet Decision to be exempt from Corporate Tax.

In this regard, the Cabinet has issued Cabinet Decision No. 37 of 2023 Regarding the Qualifying Public Benefit Entities
for the Purposes of Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses, which specifies
the Qualifying Public Benefit Entities for Corporate Tax purposes. This Cabinet Decision also provides that the list of
Qualifying Public Benefit Entities will be updated from time to time to add or remove entities from the list. Government
Entities must notify the Ministry of any changes to the list of Qualifying Public Benefit Entities by way of notification
made within (20) twenty business days from the occurrence of any change.

Clause 1 introduces the conditions which relate to the entity’s purpose. Specifically, this Clause determines that a
Qualifying Public Benefit Entity must be established and operated for one of two purposes as discussed below.

Clause 1(a)(1) sets out that the entity must be established and operated exclusively for religious, charitable, scientific,
artistic, cultural, athletic, educational, healthcare, environmental, humanitarian, animal protection or other similar purposes.

25

This Clause presents a non-exhaustive list of worthy purpose categories that may entitle a public benefit entity to an
exemption from Corporate Tax. The categories listed are umbrella terms that would cover any related public benefit
activities. The term “humanitarian”, for example, may include distributing food to those in need or providing shelter or
natural disaster relief, and “cultural” may include museums, heritage organisations or entities supporting the advancement
of arts and heritage by providing grants. Additionally, the term “athletic” refers to sporting and other activities involving
physical exertion.

For an activity to be for public benefit, the benefit must be for, or be widely accessible to, the general public or where the
benefit is restricted to a sufficiently large section of the public, such restriction must be based on specific characteristics
related to the worthy purpose of the entity. Where the entity’s purpose would only be for the private benefit of a few
individuals as opposed to the whole or a sufficiently large section of the public, the entity may not meet the requirements
to qualify as an exempted Qualifying Public Benefit Entity.

Clause 1(a)(2) provides that the entity must be established as a professional entity, chamber of commerce, or similar and
operated exclusively for the promotion of social or public welfare.

This Clause provides a non-exhaustive list of other types of organisations such as social clubs, chambers of commerce,
consumer rights organisations and professional associations whose purpose and not-for-profit activities are aimed at
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enhancing or promoting economic, social or cultural development and other issues of the interest or well-being of the
general public or sufficiently large groups of specific individuals or organisations.

Whether an entity is deemed to be established and operated exclusively for any of the purposes set out in Clause 1(a)(1)
or Clause 1(a)(2) will be a matter of fact and be determined by the circumstances of such an entity.

Clause 1(b) establishes that, in order to be exempt from Corporate Tax, the entity must not carry on any Business or
Business Activity, unless such activity is directly related to or aimed at fulfilling the entity’s charitable or public benefit

purpose.

Qualifying Public Benefit Entities generally derive their income from public or private subscriptions and donations and are
not supposed to conduct a Business or Business Activity aimed at making a profit. This is to prevent a Qualifying Public
Benefit Entity from competing with other non-exempt entities that engage in a similar commercial activity.

The requirement under Clause 1(b) does not in itself limit a Qualifying Public Benefit Entity from engaging in any form
of commercial activity or from making a surplus, as long as the activity is directly related or aimed at fulfilling the entity’s
worthy purpose, and the surplus is not distributed as a dividend or other benefit beyond the sole or principal object for
which the Public Benefit Entity was established.

A Business or Business Activity can be considered directly related or aimed at fulfilling the entity’s charitable or public
benefit purpose where the commercial activity is either necessary or a means of achieving the entity’s purpose. Examples
of commercial activities that would not constitute an unrelated Business or Business Activity may include organising events
to raise funds, the sale of admission tickets by a museum, or the sale of refreshments in the canteen of a sports club.

Clause 1(c) provides that the entity’s income and assets must be used in support of the cause which the entity was
established to support, or to meet any reasonable and necessary expenditure.

26
This Clause provides that the income and assets of the Qualifying Public Benefit Entity must be used solely for the purposes
of carrying on the stated public benefit activities. The Qualifying Public Benefit Entity may conduct these public benefits
activities itself or make its assets and resources available to enable another Person to carry on part or all of these activities.
Further, a Qualifying Public Benefit Entity can make and retain a surplus on which it generates income, as long as such
surplus and any income earned thereon is or will be deployed towards the entity’s worthy purpose.

The requirement under this Clause does not prohibit a Qualifying Public Benefit Entity from paying reasonable and
necessary expenditure. Reasonable and necessary expenditure may include rent, utilities, insurance premiums and
remuneration paid to employees and officers of the Qualifying Public Benefit Entity for services actually rendered, provided
that such remuneration is not excessive taking into account the particular service rendered and the amount generally charged
for such a service. Whether an expenditure is reasonable and necessary is a matter of fact and should be determined with
regards to the specific circumstances of the entity, and its purpose and operating model.

Clause 1(d) establishes that no part of the entity’s income or assets can be payable to, or otherwise available for, the
personal benefit of any shareholder, member, trustee, founder or settlor that is not itself a Qualifying Public Benefit Entity,
a Government Entity or a Government Controlled Entity.

Similar to Clause 1(c), the intention of this provision is to ensure that the income and assets of the Qualifying Public Benefit
Entity are used solely in support of the charitable or public benefit cause which the entity was set up to support, rather than

to directly or indirectly promote the economic self-interest of any fiduciary or employee or for any other personal pecuniary
gains. As discussed under Clause 1(c), this provision does not preclude the payment of salaries or reimbursement of
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expenditure to Persons involved in the establishment or operation of the entity, provided that such expenditure is reasonable
and necessary.

The requirement under this Clause applies throughout the existence of the Qualifying Public Benefit Entity up to and
including the date on which the entity ceases to exist. This means that upon dissolution of the Qualifying Public Benefit
Entity, the entity must transfer any remaining funds and income to one or more of the following entities:

e Another Qualifying Public Benefit Entity
e A Government Entity
e A Government Controlled Entity

An exception to this general requirement may apply, for example, where assets were made available to the Qualifying
Public Benefit Entity by a Person under a right of use, or where assets were transferred to the Qualifying Public Benefit
Entity for use in its stated purpose on the condition that they would revert back to the original owner once the assets cease
to be used for that purpose.

Clause 1(e) provides that in order to be exempt from Corporate Tax, the entity must also meet any further conditions that
the Cabinet may prescribe. Any such conditions would generally apply prospectively from the date of issuance of the
relevant Cabinet Decision or any other date mentioned in the decision.

Clause 2 provides that the exemption from Corporate Tax established by Clause 1 is effective from the beginning of the
Tax Period in which the Qualifying Public Benefit Entity is listed in a Cabinet Decision. Alternatively, the exemption may
become effective at any other date determined by the Minister.

27

The approval of an organisation as a Qualifying Public Benefit Entity would generally be effective from the beginning of
the Tax Period in which the Qualifying Public Benefit Entity is included in the relevant Cabinet Decision. However, Clause
2 provides flexibility for the Minister to allow, for example, an earlier start date where the Minister is satisfied that the
entity complied with the requirements of this Article in prior Tax Periods.

Clause 3 establishes that, in order to monitor the ongoing compliance of a Qualifying Public Benefit Entity with the
conditions set out in Clause 1, the Authority may request any relevant information records from the entity. Cabinet Decision
No. 37 0f 2023 also requires a Qualifying Public Benefit Entity to provide any information to the Ministry in order to verify
that the entity continues to meet the relevant conditions to be exempt from Corporate Tax.

The information requested must be provided within the timeline specified by the Authority and may include, for example,
books and records to demonstrate that the resources of the Qualifying Public Benefit Entity were used only for its stated
public benefit purpose, copies of agreements entered into by the Qualifying Public Benefit Entity, and details of its
employees, officers and fiduciaries.

Article 10: Qualifying Investment Fund

This Article establishes the qualifying conditions under which an investment fund will be exempt from Corporate Tax.
Whilst there are various structures that managed investment schemes and collective investment vehicles may take, the term
“investment fund” refers to an arrangement or juridical person whose primary purpose and activity is to pool investor funds

and invest such funds in accordance with a defined investment policy. This could include, for example, real estate
investment trusts, mutual funds, private equity funds, or other alternative investment funds.
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The type of vehicle used for the investment fund is generally driven by legal and regulatory considerations and may be
influenced by the tax profile and other requirements of the sponsor and investors. However, regardless of the type of
investment fund, the Corporate Tax Law seeks to ensure the tax neutrality of investment funds so that investors, whether
domestic or foreign, are in the same or a similar tax position as if they had invested directly in the underlying assets of the
fund. It is internationally common for a tax system to provide for neutrality between direct investments and investment
through collective investment vehicles by not subjecting the income of such entities to taxation.

Where an investment fund is not structured as an Unincorporated Partnership that is treated as fiscally transparent for
Corporate Tax purposes under Article 16, the investment fund can apply to the Authority for an exemption from Corporate
Tax under Article 4(1)(f), subject to meeting the conditions specified under Article 10(1). The same would apply to an
investment fund structured as a limited partnership, unit trust or other form of fiscally transparent arrangement that has
applied to the Authority to be treated as a Taxable Person under Article 16(8).

Under Article 4(1)(h), the exemption from Corporate Tax for Qualifying Investment Funds under Article 4(1)(f) may also
extend to wholly owned and controlled UAE entities that are used by a Qualifying Investment Fund to hold their assets or
invest their funds.

The exemption under Article 10 does not extend to Persons providing management services to a Qualifying
Investment Fund. Such Persons will be subject to Corporate Tax as ordinary Taxable Persons, unless they are
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exempt or outside the scope of Corporate Tax under other provisions of the Corporate Tax Law or any implementing
decision issued thereunder.

Clause 1 sets out the conditions that an investment fund must meet in order to be treated as a Qualifying Investment Fund
that is exempt from Corporate Tax.

Clause 1(a) provides that the investment fund or the investment fund’s manager must be subject to the regulatory oversight
of a competent authority in the UAE, or a recognised foreign competent authority.

Depending on the legal form of the investment fund and the applicable regulatory regime, either the investment fund or the
Person who manages the fund would be undertaking the regulated activity of fund or investment management. Where these
activities are performed in the UAE, the investment fund or the investment fund manager must be subject to the regulatory
oversight of the relevant mainland or Free Zone authority concerned with the licensing and supervision of the operation of
investment funds or the performance of fund or investment management activities, as applicable. Examples of such
competent authorities in the UAE include the Securities and Commodities Authority, the ADGM Financial Services
Regulatory Authority, and the DIFC Dubai Financial Services Authority.

A UAE-domiciled investment fund may be managed by a Person who is based outside the UAE. Whilst, in practice, it may
be difficult for a non-resident fund manager of a UAE investment fund to carry on all its activities without requiring a
licence or registration in the UAE, the exemption from Corporate Tax under Article 4(1)(f) would be available where the
foreign fund manager is duly regulated in its place of residence or business by a foreign authority that is recognised as
competent to regulate fund management activities.

Clause 1(b) provides that interests in the investment fund must be traded on a Recognised Stock Exchange or must be
marketed and made available sufficiently widely to investors.

A Recognised Stock Exchange includes a stock exchange established in the UAE that is licensed and regulated by the
relevant competent authority, or a foreign stock exchange that is licensed and regulated by the relevant foreign competent
authority and has equal standing to that of a UAE stock exchange as described above.
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Whether a fund is marketed and made available sufficiently widely to investors would need to be determined taking into
account the type of investment fund and the relevant requirements under the applicable regulatory regime. Where the
applicable regulatory regime does not impose specific listing or investor requirements, the investment fund must identify
and specify a target category or categories of investors, and the fund must be marketed and made available to investors
within that category or those categories. The method of marketing and making interests in the fund available must be
appropriate in light of the respective category or categories of targeted investors.

The application of Clause 1(b) shall take into account that during the period of formation and initial funding rounds and
during the period of winding down the investment fund the number of investors in the fund may be limited, as well as that
certain investors (such as pension funds) ultimately represent many investors. Further, in the case of a master fund which
has feeder funds, the test under Clause 1(b) should take into account the ownership of (and investors in) each feeder fund
to determine whether the master fund is marketed and made available sufficiently widely to investors.

Clause 1(c) confirms that the main or principal purpose of the investment fund should not be the avoidance of Corporate
Tax.

29
The exemption from Corporate Tax under Article 4(1)(f) is meant for investment funds as opposed to collective investment
arrangements entered into with the main or principal purpose of avoiding the payment of Corporate Tax. The determination
of whether an investment fund is established and operated for bona fide reasons and not primarily for Corporate Tax
avoidance purposes should take into consideration all relevant facts and circumstances. That the exemption from Corporate
Tax and other forms of relief provided by the Corporate Tax Law were factors that influenced the structure and location of
the investment fund, in itself, will not impact the availability of the exemption under Article 4(1)(f).

Clause 1(d) provides that the investment fund must also meet any other conditions which may be prescribed by a Cabinet
Decision to be exempt from Corporate Tax.

Whilst the conditions of Clause 1(a) to 1(c) are intended to provide certainty to investment funds with regards to their
Corporate Tax treatment, Clause 1(d) recognises that there may be other situations in which the exemption under Article
4(1)(f) should (or should not) apply.

Clause 2 requires a Qualifying Investment Fund to provide the Authority with information relevant for the purposes of

confirming that it has continued to meet the requirements to be exempt from Corporate Tax. Such information may include,
for example, financial records, regulatory filings and information on the manager and investors of the fund.
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Chapter Four: Taxable Person and Corporate Tax Base

Article 11: Taxable Person
This Article determines which Persons are subject to Corporate Tax.

Taxable Persons cover a variety of Persons, but there are different rules for juridical persons and natural persons determining
who is within scope of the Corporate Tax Law and on which basis they are subject to Corporate Tax.

In summary, this Article provides that Corporate Tax applies to:

e UAE juridical persons (including Free Zone Persons) such as private or public joint stock companies or limited
liability companies that are incorporated or otherwise established or recognised under the applicable legislation in
the UAE,;

e non-UAE juridical persons that are incorporated outside the UAE but effectively managed and controlled in the
UAE;

e natural persons (i.e. individuals) who conduct a Business or Business Activity in the UAE as per a Cabinet Decision
to be issued in accordance with Article 11(6); and

e Non-Resident Persons that have a Permanent Establishment in the UAE or that earn UAE sourced income that is
within the scope of Corporate Tax.

Clause 1 provides for Taxable Persons to be subject to Corporate Tax at the rates set out in Article 3 of the Corporate Tax
Law.

Clause 2 establishes that there are two categories of Taxable Persons for the purpose of the Corporate Tax Law. These are
a Resident Person and a Non-Resident Person, which are each defined within this Article.

Whether a Person is a Resident Person for Corporate Tax purposes is determined by the specific factors that are set out in
this Article, and not by any other indicia or factors. This determination is principally applicable only to the application of
the Corporate Tax Law, as distinct from ordinary tax residency and legal residency.

If a Person does not satisfy the conditions for being either a Resident or a Non-Resident Person as provided in the Corporate
Tax Law, then they will not be a Taxable Person and therefore not be within the scope of Corporate Tax.

International agreements such as agreements for the avoidance of double taxation may specify rules for determining the tax
residence of a juridical or natural person, which may differ from those set out in this Article. Such rules and any restrictions
that may result from their application under Article 66 need to be considered where a Person that is subject to Corporate
Tax as a Resident Person for Corporate Tax purposes is (also) a resident for tax purposes in another jurisdiction.

Clause 3 sets out the circumstances in which Persons are considered to be Resident Persons for the purposes of Corporate
Tax.

Clause 3(a) provides that where a juridical person is incorporated, or otherwise established or recognised under the laws
of the UAE, it will automatically be considered a Resident Person for purposes of the Corporate Tax
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Law. This covers juridical persons incorporated in the UAE under either mainland legislation or applicable free zone
regulations, and would also include juridical persons created by a specific statute (e.g. by a decree).
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Unless specifically exempted from its application, resident juridical persons are within the scope of the Corporate Tax Law,
irrespective of the type of and level of activity performed. This is because for the application of the Corporate Tax Law to
companies and other juridical persons, all activities conducted and assets used or held would generally be considered
activities conducted, and assets used or held, for the purposes of taxable activities.

Clause 3(b) establishes that juridical persons that are incorporated, or otherwise established or recognised under the laws
of a foreign jurisdiction, but that are effectively managed and controlled in the UAE, will be treated as Resident Persons
for Corporate Tax purposes. Additionally, whilst the concepts of residency under the Corporate Tax Law and under Cabinet
Decision No. 85 of 2022 differ, a juridical person that is effectively managed and controlled in the UAE will also be a “Tax
Resident” for the purposes of Article 3(2) of Cabinet Decision No. 85 of 2022.

Businesses are free to choose where to incorporate their legal entities, and tax considerations may not necessarily
predominate in choosing where to do so. However, determining residence for Corporate Tax purposes solely on the basis
of place of incorporation may allow for manipulation in terms of where profits get taxed without having regard to where
the mind and management of the juridical person and the activities it undertakes to generate the income reside.

Accordingly, residence for Corporate Tax purposes takes into account where the juridical person is effectively managed
and controlled, in line with tax regimes in other countries that apply similar concepts for this same purpose.

Whether a juridical person is effectively managed and controlled in the UAE needs to be determined with regard to the
specific circumstances of the juridical entity and its activities, with a key factor being where key management and
commercial decisions concerned with broader strategic and policy matters necessary for the conduct of the company’s
business as a whole are regularly and predominantly made and given. This will ordinarily be where a company’s board of
directors (or any equivalent body for other types of juridical persons) make these decisions. However, depending on the
specific circumstances, other factors such as where the controlling shareholders make decisions, the location of another
Person or body to which the board has delegated its decision-making functions, or the location where the directors or
executive management of the juridical person reside may also need to be considered.

For a juridical person to be considered effectively managed and controlled in the UAE, it is not necessary for its board
members (or equivalent) to be domiciled or resident in the UAE.

Clause 3(c) provides that a natural person who conducts a Business or a Business Activity in the UAE will be treated as a
Resident Person for Corporate Tax purposes in respect of the income derived from that Business or Business Activity,
subject to the application of Clause 6.

In light of the absence of a personal income tax on natural persons in the UAE, Clause 3(c) is meant to create parity across
incorporated businesses and natural persons carrying on commercial activity in the UAE. It provides that irrespective of
where a natural person is ordinarily resident for tax purposes and regardless of whether the income is sourced in the UAE
or from abroad, a natural person will be subject to Corporate Tax in the UAE on any income generated from a taxable
Business or a Business Activity performed in the UAE. This will include a Business or Business Activity conducted through
a sole establishment and individual partners in
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an Unincorporated Partnership that conducts a Business or Business Activity in the UAE. Similar approaches are taken in

other jurisdictions without a parallel personal income tax on business profits.

Any income not related to a Business or Business Activity may be subject to Withholding Tax as State Sourced Income
(see Article 13) under Article 45.

Clause 3(d) provides that other Persons may be determined to be included within the scope of a Resident Person by virtue
of a Cabinet Decision.
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Clause 4 describes the circumstances in which a Person that is not a Resident Person under Clause 3 will be subject to
Corporate Tax as a Non-Resident Person.

Clause 4(a) provides that a Person that is not a Resident Person but that carries on activities through a Permanent
Establishment in the UAE will be subject to Corporate Tax as a Non-Resident Person. The criteria to determine whether a
Non-Resident Person has a Permanent Establishment in the UAE are set out under Article 14.

Clause 4(b) establishes that a Person that is not a Resident Person and receives State Sourced Income will also be treated
as a Non-Resident Person for Corporate Tax purposes. This Clause extends the application of the Corporate Tax Law to
income arising from certain activities or transactions that have a connection with the UAE, but that are not carried on
through a Permanent Establishment. Such income may be subject to Corporate Tax in the form of a Withholding Tax under
Article 45.

Examples of circumstances which may cause income to be sourced in the UAE for Corporate Tax purposes are set out in
Article 13.

Clause 4(c) provides that a Cabinet Decision may prescribe other circumstances in which a Person that is not a Resident
Person would become a Non-Resident Person by virtue of having a nexus to the UAE. This clause allows the Cabinet to
determine that a Person can be a Non-Resident Person, and as such within the scope of Corporate Tax, through some other
form of connection to the UAE. Clause 5 specifies that a UAE branch of a Resident Person will be treated as the same
Taxable Person, recognising that branches are an extension of their “head office” as opposed to being a separate juridical
person. This means that a Resident Person should include the income and expenditure of all its domestic branches in its
Tax Return.

Clause 6 provides that the Cabinet will issue a decision specifying what constitutes a Business or Business Activity for
natural persons to be within the scope of Corporate Tax.

Article 12: Corporate Tax Base

This Article determines the basis on which Resident Persons and Non-Resident Persons are subject to Corporate Tax.
Specifically, Resident Persons and Non-Resident Persons are each taxed on a different basis.

In line with the tax regimes of most countries, the Corporate Tax Law applies both the source and residence basis of taxation.
That is, a Resident Person is taxed on income derived from both UAE and non-UAE sources (subject to a resident natural
person only being taxed on income insofar as it relates to the Business or Business Activity conducted by the natural person
in the UAE), whilst a Non-Resident Person is taxed only on income derived from sources within the UAE. These principles
apply unless a separate provision in the Corporate Tax Law, or subsequent implementing decision, prescribes a different
Corporate Tax treatment for either a specific type of Person or a specific type of income.
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For Resident Persons, the meaning of the term “derived” would generally depend on whether a Person uses the cash or
accrual basis method of accounting. For the application of Withholding Tax on State Sourced Income earned by Non-
Resident Persons under Article 45, “derived” would generally refer to a payment that is made or to income that is otherwise
made available to the Non-Resident Person.

The tax base for Resident Persons and Non-Resident Persons is determined by reference to the concept of “Taxable
Income”. This is further specified under Chapter Six of the Corporate Tax Law.

Clause 1 provides that a resident juridical person is subject to Corporate Tax on both its UAE Taxable Income as well as
on Taxable Income sourced outside the UAE (earned abroad). The mechanism to determine Taxable Income is set out in
Chapter Six of the Corporate Tax Law.

Explanatory Guide on Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses

Page 92



Under Article 11, a juridical person will be considered a Resident Person if it is incorporated or otherwise recognised under
the laws of the UAE, or if the place of effective management and control of the non-UAE juridical person is in the UAE.

Whilst both UAE and non-UAE-sourced income derived by a Resident Person is within the scope of Corporate Tax, to
eliminate or reduce potential international double taxation, the Corporate Tax Law exempts certain income earned from
overseas. In particular, income earned abroad by foreign subsidiary entities would generally be outside the scope of
Corporate Tax, and the repatriation of such income to the UAE may benefit from an exemption under Article 23. Similarly,
a Resident Person may elect to claim an exemption from Corporate Tax under Article 24 for income earned by a Foreign
Permanent Establishment that is subject to tax in the relevant foreign jurisdiction.

For foreign sourced income that cannot benefit from an exemption from Corporate Tax, Article 47 allows the Resident
Person to claim a credit for the tax paid in the foreign jurisdiction. Examples of income earned from abroad that may not
qualify for an exemption from Corporate Tax include interest, royalties, fees and rents.

Clause 2 provides that a natural person who conducts a Business or Business Activity in the UAE is also subject to
Corporate Tax on income from both UAE and non-UAE sources, but only insofar as such income is derived from such
Business or Business Activity.

Accordingly, if a natural person carries on a wholly separate Business in a foreign jurisdiction, which is not related or
connected to the Business conducted in the UAE, the income from such other Business will not be taxable in the UAE.
Similarly, any income earned from activities and assets that are not related or connected to the Business or Business Activity
conducted in the UAE will not be within the scope of Corporate Tax under this Clause.

A natural person will only be subject to Corporate Tax as a Resident Person if they undertake a taxable Business or Business
Activity in the UAE as per a Cabinet Decision that will be issued in accordance with Article 11(6).

Clause 3 specifies the basis on which a Non-Resident Person is subject to Corporate Tax. It introduces the fundamental
principle that a Non-Resident Person is only subject to Corporate Tax on income that is derived from sources within the
UAE.

Clause 3(a) establishes that a Non-Resident Person is subject to Corporate Tax on the Taxable Income that is attributable
to its Permanent Establishment in the UAE. Generally, a Permanent Establishment arises where a Non-Resident Person has
a fixed place of Business or other form of presence in the UAE that warrants the
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direct taxation of the business profits of the Non-Resident Person. The concept of a Permanent Establishment is further
defined under Article 14.

Clause 3(b) determines that a Non-Resident Person is subject to Corporate Tax on State Sourced Income that is not
attributable to its Permanent Establishment in the UAE. In broad terms, State Sourced Income is income derived from a
Resident Person or from activities or contracts performed in the UAE, assets located in the UAE, or rights used or services
performed in the UAE, subject to an implementing decision. The concept of State Sourced Income is further defined under
Article 13.

Clause 3(c) provides that if a Person is treated as a Taxable Person due to a nexus in the UAE as specified in a Cabinet
Decision under Article 11(4)(c), then this Person is taxable on the Taxable Income attributable to that nexus.

Article 13: State Sourced Income

This Article provides rules for determining whether income is derived in or from a source in the UAE and considered State
Sourced Income. This is primarily relevant to the taxation of Non-Resident Persons; Persons that receive State Sourced
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Income but are not Resident Persons are considered Non-Resident Persons and are subject to tax on their State Sourced
Income under Article 12(3)(b).

The definition of State Sourced Income is widely drawn with income generally considered to be “State Sourced” if the
income is earned from a Resident Person or is derived from activities or assets located in the UAE. For example, dividend
income is sourced in the UAE where the payor of the dividend is resident in the UAE for Corporate Tax purposes. It is
intended to include income which may be specified in an implementing decision as being subject to Corporate Tax in the
form of Withholding Tax under Article 45.

The characterisation of income as income from Business or Business Activity does not preclude the income from retaining
its nature and characterisation as State Sourced Income and the application of Withholding Tax.

Clause 1 provides the basic rules for determining whether income is State Sourced Income.

Clause 1(a) establishes that any amount of income derived by a Non-Resident Person from a Resident Person shall be
considered State Sourced Income.

This Clause specifies that the income must be derived from a Person who is within the scope of Corporate Tax in the UAE
as a Resident Person under Article 11(3). Such Resident Person would generally be allowed a deduction under Article 28
where the amount is an expenditure incurred for the purposes of deriving Taxable Income.

An exception to the general rule that income derived from a Resident Person is State Sourced Income may apply where an
amount received is an expenditure of a Business conducted by the Resident Person outside of the UAE through a Foreign
Permanent Establishment.

Clause 1(b) provides that an amount derived by a Non-Resident Person from another Non-Resident Person will also be
considered State Sourced Income to the extent it is attributable to a Business or Business Activity conducted by that other
Non-Resident Person through a Permanent Establishment in the UAE as defined under Article 14. Similar to the situation
under Clause 1(a), the Non-Resident Person would generally be allowed a deduction under Article 28 where the amount
paid is an expenditure incurred for the Business or Business Activity conducted through its Permanent Establishment in the
UAE.

35
Clause 1(c) provides that any income which is otherwise derived from activities performed, assets located, capital invested,
rights used, or services performed or benefitted from in the UAE would be considered State Sourced Income. This
establishes that irrespective of the location and residence of the Person from whom the income is received, income may be
considered to have a UAE source for Corporate Tax purposes where the place of use or performance of the income
generating activity or the tangible or intangible assets generating the income are located in the UAE.

By means of a non-exhaustive list, Clause 2 provides examples of what shall be considered State Sourced Income, subject
to any further conditions and limitations that may be prescribed by the Minister.

Clause 2(a) to 2(f) specify that State Sourced Income encompasses income arising from a series of situations with different
factors determining the source of the income, including:

e Income from the sale of goods. The general rule for the sale of goods is that the income is sourced to where the sale
and resulting transfer of title takes place.

e Income from services. Income from services would generally be considered State Sourced Income where the service
is rendered in the UAE or where the ultimate recipient or beneficiary of the service is located in the UAE. The
ultimate recipient or beneficiary of the services would be the Person who economically utilised the service in the
UAE.
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e Income from a contract. Similar to the factors that determine the source of income from services, income from the
performance of contracts would generally be sourced to the place where the contract is performed or to where the
ultimate recipient or beneficiary of the performance under the contract is located. This is not intended to cover income
earned under an employment contract or income from a contract involving movable or immovable property which
will be sourced to where the property is located.

e Income from movable or immovable property. Income arising from the use or sale of tangible property is sourced to
the place where the property is located. For example, rental income from property located in the UAE (or from an
interest in such property) would generally be considered State Sourced Income.

e Income from the disposal of shares or capital rights. Capital gains and other income from the disposal of shares or
other rights in the capital of a juridical person is sourced to the UAE where the juridical person is incorporated or
resident in the UAE for Corporate Tax purposes.

e Income from intellectual or intangible property. Irrespective of the location and residence for Corporate Tax purposes
of the payor and recipient of the income, amounts paid for the use, the right to use, or the granting of the permission
to use in the UAE patents, trademarks, trade brands, copyrights, goodwill and other such intangible or intellectual
property in the UAE would generally be sourced to the UAE.

e Interest income. Interest income is sourced to the UAE if the Interest is paid by a Resident Person or Government
Entity. Interest may also be considered State Sourced Income where the collateral that secures the relevant loan or
financing arrangement is located in the UAE.

e Insurance income. Similar principles to those underpinning the source of Interest income under Clause 2(g) are
applied when determining whether insurance or reinsurance premiums are considered State Sourced Income. These
will be considered State Sourced Income where the insured Person is a Resident Person, or where the insured asset
or activity is located in the UAE.
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Article 14: Permanent Establishment

This Article determines when a Non-Resident Person has a Permanent Establishment in the UAE. Determining whether a
Permanent Establishment exists has implications for the taxation of Non-Resident Persons under Article 12(3). The criteria
set out in this Article also apply when determining the existence of a Foreign Permanent Establishment for the purposes of
Article 24.

The definition of Permanent Establishment in the Corporate Tax Law follows the principles provided in Article 5 of the
OECD Model Tax Convention on Income and Capital. A Non-Resident Person may consider these principles and the
relevant provisions of any bilateral tax agreement between the country of residence of the Non-Resident Person and the
UAE, in their assessment of whether they have a Permanent Establishment in the UAE.

Clause 1 introduces the basic notion of what constitutes a Permanent Establishment, subject to the other Clauses of this
Article.

Specifically, Clause 1(a) provides that a Non-Resident Person has a Permanent Establishment if they have a fixed or
permanent place in the UAE through which their Business is wholly or partly conducted. This Clause sets two main tests,
namely (1) there must be a fixed or permanent place in the UAE; and (2) there must be a Business conducted through that
fixed or permanent place.

A fixed or permanent place implies the existence of a physical location in the UAE with some degree of permanency. The
Corporate Tax Law does not prescribe any minimum requirements in terms of the size or nature of the physical location,
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nor is there a specific time limit for a fixed place to constitute a Permanent Establishment other than under Clause (2)(i).
It is also not required that the fixed place is owned or used exclusively by the Non-Resident Person or is at the disposal of
the Non-Resident Person for an extended period of time. Examples of what may constitute a fixed place are set out in
Clause 2.

For a fixed place in the UAE to constitute a Permanent Establishment, the Non-Resident Person must conduct its Business
wholly or partly through it. Generally, a Non-Resident Person would be seen as conducting its Business through its
employees and other Persons receiving instructions from the Non-Resident Person, although the absence of employees and
other forms of human involvement would not preclude a fixed place from giving rise to a Permanent Establishment,
depending on the nature of the Business of the Non-Resident Person.

Clause 1(b) provides that in the absence of a physical location in the UAE that constitutes a fixed or permanent place of
Business, a Non-Resident Person has a UAE Permanent Establishment if a Person has, and habitually exercises, an authority
to conduct a Business or Business Activity in the UAE on behalf of the Non-Resident Person. This is intended to cover
situations where employees or other Persons act on behalf of the NonResident Person and habitually exercise the authority
to conclude contracts or otherwise enter into legal obligations on behalf of the Non-Resident Person while being in the
UAE. This is regardless of whether the contracts are concluded in the name of the Non-Resident Person or the agent or
representative representing the Non-Resident Person.

Clauses 5 and 6 determine whether a Person is considered as having and habitually exercising an authority to do Business
in the UAE on behalf of the Non-Resident Person.

Clause 1(c) establishes that a Permanent Establishment also exists if a Non-Resident Person has any other form of nexus
to the UAE, as may be defined in a Cabinet Decision. This Clause provides the Cabinet with the
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flexibility to determine that a Person can have a Permanent Establishment in the UAE through any other economic or
business link to the UAE that is considered sufficient to bring such a Person within the scope of Corporate Tax.

Clause 2 provides a non-exhaustive list of fixed or permanent places that can qualify as a Permanent Establishment under
Clause 1(a). Each case is to be interpreted taking into account the nature of the Business of the Non-Resident Person and
all other relevant facts and circumstances.

Clause 2(a) confirms that a place of management in the UAE where decisions that are necessary for the dayto-day conduct
of the foreign entity’s Business are (in substance) made, may constitute a Permanent Establishment.

For the purposes of Clause 2(a), a distinction should be made between the board or equivalent senior management of an
entity, which takes the strategic decisions, and the day-to-day management, which takes the implementing decisions. To
determine whether a place of management exists for the purposes of this Article, one would need to look at where the day-
to-day operational management and decisions relating to execution of decisions given by the board of directors (or
equivalent governing body) are carried out.

A foreign entity could have multiple places of management in different locations, but generally only one place of effective
management and control for the purposes of Article 11(3)(b) at any one time, which is where the strategic decisions and
powers regarding the management of the entity (as opposed to the day-to-day operations) are regularly and predominantly
exercised.

Clause 2(b) confirms that a branch is a Permanent Establishment. The term “branch” is not defined in the Corporate Tax
Law but is customarily meant to refer to a branch office that a foreign entity registers with the relevant Licensing Authority

in the UAE to conduct a Business or Business Activity in the UAE. A branch office would legally be regarded as an
extension of the foreign entity as opposed to a separate juridical person.
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Clauses 2(c) to 2(i) specify that, subject to Clause 3, a Permanent Establishment includes an office, a factory, a workshop,
land, buildings and other real property, various structures and installations, places where natural resources are extracted,
building sites, and construction, assembly or installation projects located in the UAE. These examples are illustrative of the
types of places that can constitute a Permanent Establishment under the general concept stated in Clause 1(a).

The relevant terms used in these Clauses are not defined in the Corporate Tax Law and as such should take their natural
meanings in the appropriate contexts. In particular, for the purposes of Clauses 2(g) and 2(h), the term “natural resources”
does not follow the definition provided in Article 1 of the Corporate Tax Law, but should be taken to have its ordinary
meaning, namely, any natural occurring materials, substances or components that have economic value, including
renewable energy resources.

Clause 2(i) provides that for the purposes of the six-month threshold for a building site or a construction, assembly, or
installation project to constitute a Permanent Establishment, the activities undertaken by the NonResident Person during
one or more periods of time and across different sites or projects in the UAE must be aggregated. In addition, the periods
of time during which Related Parties of the Non-Resident Person carry on connected activities at the same building site or
project would also need to be taken into account. This is intended to prevent fragmentation of project activities among
Related Parties so as to avoid crossing the sixmonth threshold.

38
Whether activities carried on by Related Parties are connected will need to be assessed on a case-by-case basis taking into
account the relevant facts and circumstances. Relevant factors for this purpose may include whether the nature of the work
performed by the Related Parties is the same or similar, or whether some or all of the same employees are performing the
relevant activities.

Clause 3 sets out the circumstances under which a fixed or permanent place in the UAE shall not be considered a Permanent
Establishment of a Non-Resident Person. These situations overrule the examples in Clause 2 and the definition of a
Permanent Establishment in Clause 1 and are largely similar to those outlined in the OECD Model Tax Convention on
Income and Capital.

No Permanent Establishment would arise if the activities carried out through the fixed or permanent place in the UAE are
preparatory or auxiliary in nature. Generally, preparatory or auxiliary activities are those performed in preparation or in
support of more substantive Business Activities of the foreign company, and do not in itself form an essential and significant
part of the Business of the foreign enterprise as a whole. Examples of preparatory and auxiliary activities include limited
marketing and promotional activities or performing market research. A fixed or permanent place in the UAE would also
not be considered a Permanent Establishment if it is used only to store, display or deliver the Non-Resident Person’s goods
or for keeping a stock of goods in the UAE for the purposes of processing by another Person. Where the general purpose
of the fixed or permanent place in the UAE is identical to the general purpose of the foreign enterprise, it will not be
considered to conduct a preparatory or auxiliary activity.

Clause 4 disapplies Clause 3 where the same Non-Resident Person or a Related Party carries on a Business or Business
Activity in the UAE through a separate Permanent Establishment that when such Business or

Business Activity is combined would form a cohesive Business that does not satisfy the requirements of Clause

3.

This Clause clarifies that the restriction of Clause 3 to the general definition of a Permanent Establishment contained in
Clause 1 is intended to prevent a Permanent Establishment from arising only where the NonResident Person exclusively
carries on activities of a purely preparatory or auxiliary character in the UAE. Consideration as to whether this is the case
will need to take into account any other activities carried on through the same or any other fixed or permanent place in the
UAE by the Non-Resident Person or by any of its Related Parties.
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Clause 4 is meant to prevent a foreign enterprise from fragmenting its Business by, for example, storing goods in one place,
and distributing those goods through another place in the UAE. Such fragmentation would not allow the Non-Resident
Person to argue that each place or operation in isolation is merely engaged in a preparatory or auxiliary activity. Where the
activities conducted in the UAE, when taken together, go beyond the threshold of being preparatory or auxiliary, the Non-
Resident Person would be seen as operating in the UAE through a Permanent Establishment. This should take into account
any complementary functions and activities carried on by Related Parties of the foreign enterprise at the same place or at
different places in the UAE.

Clause 5 determines what constitutes a Person having and habitually exercising an authority to conduct Business or a
Business Activity in the UAE on behalf of a Non-Resident Person (subject to Clause 6). As mentioned, the activities of a
Person in the UAE may give rise to a Permanent Establishment of a Non-Resident Person where such Person acts on behalf
of the Non-Resident Person and habitually exercises the authority to conclude contracts or otherwise enters into legal
obligations on behalf of the Non-Resident Person in the UAE.

Where the Person regularly negotiates contracts on behalf of the Non-Resident Person, the determination of whether this
gives rise to a Permanent Establishment should focus on the Person’s role in the negotiation of
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contracts and not on the formal act of signing or concluding a contract. A Person who is authorised to negotiate all elements
and details of a contract in a way that is binding on the Non-Resident Person can be said to exercise that authority in the
UAE even if the contract is signed by another Person elsewhere without material modification by the Non-Resident Person.
Further, a Permanent Establishment of the Non-Resident Person would arise regardless of whether the contracts are
concluded in the name of the Non-Resident Person or in the name of the relevant Person. This means that commissionaire
or undisclosed principal arrangements can also give rise to a Permanent Establishment in the UAE.

The mere attendance or participation in the negotiation of a contract by a Person in the UAE would generally, by itself, not
trigger a Permanent Establishment. Further, contracts or other legal obligations entered into on behalf of the Non-Resident
Person would need to be in respect of the core business operations of the NonResident Person, rather than ancillary
activities.

Clause 6 provides an exception to Clause 1(b), and stipulates that even if Clause 5 is satisfied, if the agent has an
independent status, as defined by Clause 6, no Permanent Establishment would arise.

Whether a Person acting as an agent is independent from the Non-Resident Person depends on the extent of the obligations
which the Person has vis-a-vis the Non-Resident Person. Independent status is generally understood as meaning
independent from the Non-Resident Person both legally and economically. Accordingly, an employee of the Non-Resident
Person would typically not be considered an independent agent, and independent status is also unlikely where the relevant
Person acts exclusively or almost exclusively on behalf of the Non-Resident Person (or its Related Parties) or where the
Person is subject to detailed instructions by the Non-Resident Person.

Clause 7 allows the Minister to prescribe conditions where the presence of a natural person in the UAE does not create a
Permanent Establishment for a Non-Resident Person because such presence is the consequence of a temporary and
exceptional situation. What constitutes a temporary and exceptional situation has been clarified in Ministerial Decision No.
83 of 2023 on the Determination of the Conditions under which the Presence of a Natural Person in the State would not
Create a Permanent Establishment for a Non-Resident Person for the Purposes of Federal Decree-Law No. 47 of 2022 on
the Taxation of Corporations and Businesses.

Article 15: Investment Manager Exemption
This Article is relevant to Article 11(4)(a), which provides that a Non-Resident Person that has a Permanent Establishment

in the UAE will be subject to Corporate Tax on any income that is attributable to that Permanent Establishment under
Article 12(3)(a). Specifically, it is meant to prevent a foreign Person from being considered as having a Permanent
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Establishment in the UAE or income acquiring a source in the UAE as a result of engaging a Person in the UAE that
provides investment management or brokerage services. This also takes into account that any income earned by such a
Person for the services performed would ordinarily be subject to Corporate Tax.

This Article allows regulated UAE based investment managers and brokers to provide discretionary investment
management services and to enter into transactions on behalf of foreign customers without triggering a Permanent
Establishment for the foreign investor or a foreign investment entity. This is achieved by providing that a UAE based
Investment Manager shall be treated as an independent agent for the purposes of Article 14(6) when acting on behalf of a
foreign or Non-Resident Person where the conditions of Clause 1 are met.

The conditions of Clause 1 seek to ensure that the Investment Manager is carrying on its Business independently from the
foreign Person and on its own account.
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Clauses 1(a) to 1(g) set out the conditions for an Investment Manager to be treated as an independent agent for the purposes
of Article 14(6).

e The Investment Manager must provide investment management or brokerage services and be subject to the regulatory
oversight of the competent authority in the UAE. This condition would ordinarily be met where the Investment
Manager is appropriately licensed to perform investment management or brokerage services in the UAE, and their
activities are subject to the regulatory oversight of the relevant mainland or free zone authority concerned with the
licensing and supervision of investment managers and brokerage firms, as applicable. Examples of such competent
authorities include the Securities and Commodities Authority, the ADGM Financial Services Regulatory Authority,
and the DIFC Dubai Financial Services Authority.

e Transactions must be carried out in the ordinary course of the Investment Manager’s Business. The Investment
Manager must act and enter into transactions on behalf of the foreign Person in the ordinary course of a Business of
providing investment management or brokerage services. For example, a UAE based and regulated investment
management firm that provides portfolio management services to a foreign Person or Persons as part of their ordinary
investment management function should generally be considered an independent Investment Manager when
undertaking these activities for the purposes of this Article.

e The Investment Manager must act in an independent capacity. Whilst the Investment Manager may not be legally
and economically independent from the foreign Person (e.g., because the Investment Manager acts exclusively or
almost exclusively on behalf of a single foreign investment fund), the Investment Manager must demonstrate that it
acts in an independent capacity in relation to the transactions carried on for the foreign Person to satisfy the
independent agent criteria under Article 14(6). This should be determined having regard to the contractual and
commercial relationship between the Investment Manager and the foreign Person and other relevant facts and
circumstances.

Indicators that the Investment Management acts in an independent capacity from the foreign Person could include
the foreign Person being a widely held collective investment vehicle or the Investment Manager (and its Related
Parties or Connected Persons) not holding a significant beneficial interest in the foreign Person.

e The Investment Manager’s remuneration must be at arm’s length. The Investment Manager and the foreign Person
must transact with each other on arm’s length terms in order for the relationship between the Investment Management
and the foreign Person to be considered that of independent parties. This means that the Investment Manager’s
remuneration structure must reflect arm’s length commercial terms and result in the Investment Manager receiving
fees or other remuneration that is customary or appropriate for and commensurate with the services provided.
Whether the remuneration is at a customary rate will depend, among other things, on the level of services provided,
whether the foreign Person is an institutional or individual investor, and the investment strategy of the foreign Person
(passive portfolio management or active and alternative investment strategies).
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e The Investment Manager must not be an agent in the UAE in relation to other income or transactions. The exception
to Article 14(1)(b) provided by this Article does not extend to activities of the Investment Manager in relation to
any other Business carried out by the foreign Person in the UAE or to transactions not covered by Clause 2 that are
(or would otherwise be) subject to Corporate Tax under Article 12.
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e The Investment Manager must meet any such other conditions as may be prescribed by the Minister. Whilst the
conditions of Clauses 1(a) to 1(f) are intended to provide certainty to foreign and Non-Resident Persons with regards
to the Corporate Tax treatment of transactions carried out through a UAE based Investment Manager, Clause 1(g)
recognises there may be other cases or circumstances in which this Article should apply.

Clause 2 provides a non-exhaustive definition of “transactions” for the purposes of Clause 1.

Qualifying transactions include transactions in commodities, real property, secured and unsecured debt obligations,
warrants, foreign currency, futures, options, swaps and other derivatives or securities. The Investment Manager Exemption
under Article 15 may also apply to transactions in carbon emission credits, crypto-assets and other investment transactions
that are permitted to be carried out for and on behalf of a foreign or Non-Resident Person by the Investment Manager under
the applicable legislation of the UAE.

Article 16: Partners in an Unincorporated Partnership

This Article specifies the treatment of Unincorporated Partnerships and the partners in relation to the imposition and
payment of Corporate Tax under the Corporate Tax Law.

Unincorporated Partnerships are defined as a relationship established between two or more Persons by contract, such as a
partnership, trust or any other similar association of Persons in accordance with the applicable legislation in the UAE. This
definition is then expanded under Clause 7 to include Foreign Partnerships that meet certain conditions. The definition for
a Foreign Partnership encompasses Unincorporated Partnerships that are recognised as such for tax purposes under the
applicable legislation in a foreign jurisdiction.

There are numerous types of entities that can exist for a variety of business, legal and commercial purposes. The definition
of Unincorporated Partnership in the Corporate Tax Law is intentionally broad so as to include a wide variety of
unincorporated relationships. An Unincorporated Partnership does not require the relationship between the relevant Persons
to adopt the form of a limited or general partnership that is formalised in a written partnership agreement. The contractual
relationship can be a verbal arrangement and even the conduct between the parties may give rise to an Unincorporated
Partnership.

The reference to a contractual relationship in the definition of Unincorporated Partnership means that, legally, the Business
of the Unincorporated Partnership and its owners is or can be considered the same. For example, a joint business venture
between two or more Persons that takes the form of a limited liability company that is formed specifically for the intended
purpose would be treated as a Taxable Person in its own right under Article 11(3). On the other hand, a pure contractual
joint venture between two or more Persons under which each Person agrees to share (in the manner agreed) the profits,
losses and management in a particular undertaking would not constitute a Taxable Person in its own right. Persons
conducting a Business as an Unincorporated Partnership shall be treated as individual Taxable Persons for the purposes of
the Corporate Tax Law.

Whilst the absence of separate legal personality is generally an indicator that an entity or arrangement is an Unincorporated
Partnership, the categorisation of a business entity as a separate juridical person is not necessarily determinative of its status
for Corporate Tax purposes. An important factor in determining whether an arrangement or entity is an Unincorporated
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Partnership is whether one or more of the partners that participate in the management of the relevant Business have direct
and unlimited liability for the debts and other obligations of the Unincorporated Partnership and its Business.

)
Clause 1 provides that, unless an application is made to the Authority, an Unincorporated Partnership shall not be
considered a Taxable Person in its own right, subject to meeting conditions that the Minister may prescribe. Instead, an
Unincorporated Partnership is treated as fiscally transparent for Corporate Tax purposes, and the activities of the
Unincorporated Partnership are treated as carried on by the partners and not by the partnership for Corporate Tax purposes.

The Corporate Tax Law essentially looks through Unincorporated Partnerships, and the Corporate Tax applies based on the
allocation of the Unincorporated Partnership’s entire income and expenditure to each of its partners proportionately. Any
resulting Taxable Income must be determined separately for each partner in accordance with their status for Corporate Tax
purposes. This treatment may result in different partners having different treatment for Corporate Tax purposes. For
example, resident juridical persons would generally be subject to Corporate Tax on their distributive share of income or
loss from the Unincorporated Partnership, whilst natural persons may not be subject to Corporate Tax on their allocation
from the Unincorporated Partnership if the activities of the Unincorporated Partnership do not bring a natural person within
the scope of Corporate Tax under Article 11(6).

Clause 2 establishes that for Corporate Tax purposes, each partner in an Unincorporated Partnership shall be treated as
having the same attributes and legal standing as the partnership. This means that for Corporate Tax purposes, the
Unincorporated Partnership is treated as an aggregation of Persons whereby each Person (partner) is treated as carrying on,
and being a part owner of, the Business and the assets and liabilities of the partnership in accordance with the contract
underlying the Unincorporated Partnership.

Clause 3 specifies that the assets, liabilities, income and expenditure of an Unincorporated Partnership shall be allocated
to each of its partners relative to their distributive share in that Unincorporated Partnership for the purposes of Clause 1.

Partners are taxed individually on their distributive share of income or losses of the Unincorporated Partnership. Similarly,
where an asset or liability of the Unincorporated Partnership is disposed of, each partner is treated as owning a fractional
share in such asset or liability and will be subject to Corporate Tax on any Taxable Income apportioned to them.

Generally, the distributive share of each partner is determined in the contract that formed the Unincorporated Partnership.
There may be situations, however, where the distributive share of a partner in an Unincorporated Partnership cannot be
identified, either because it has not yet been determined or because the ultimate beneficiaries of the Unincorporated
Partnership’s income and assets are not yet known. In such cases, the Authority may prescribe the manner in which the
income or loss of the Unincorporated Partnership should be allocated for Corporate Tax purposes.

Clause 4 provides that the Taxable Income of a partner in an Unincorporated Partnership shall include both expenses
incurred directly by the partner in conducting the Business of the Unincorporated Partnership, as well as Interest
expenditure incurred by the partner in relation to contributions made to the capital account of the Unincorporated
Partnership.

Clause 5 confirms that Interest paid by an Unincorporated Partnership to a partner on their capital account is not deductible

expenditure for calculating the Taxable Income of the partner, as this amount is to be treated as an allocation of income to
the partner.
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Clause 6 specifies that for the purposes of allocating a Foreign Tax Credit under Chapter Thirteen of the Corporate Tax
Law, any foreign tax incurred by the Unincorporated Partnership shall be allocated as a Foreign Tax Credit to each partner
relative to their distributive share in that Unincorporated Partnership.

Clause 7 determines that a Foreign Partnership shall be treated as an Unincorporated Partnership for Corporate Tax
purposes if it is considered as not taxable in its own right in the country or territory where it was formed, with each partner
in the Foreign Partnership being taxed on their distributive share of income received by or accrued to the Foreign
Partnership, subject to the tax residence of the partners and the respective tax treatment of the income earned by the Foreign
Partnership in the country of formation.

The UAE applying a different treatment to a Foreign Partnerships that is treated as fiscally transparent in the relevant
foreign jurisdiction(s) could result in unintended and unwanted tax consequences, not only for the UAE resident partners
in the Foreign Partnership, but also for any non-resident partners whose UAE tax position can be impacted as a result.

To prevent issues arising for Resident Persons and Non-Resident Persons investing in or operating through a Foreign
Partnership, Clause 7 seeks to align the Corporate Tax treatment of Foreign Partnerships with the tax treatment applied in
the relevant foreign jurisdiction(s), subject to any conditions that may be prescribed by the Minister.

Clause 8 provides that the partners in an Unincorporated Partnership can make an application to the Authority for the
Unincorporated Partnership to be treated as a Taxable Person (i.e. to be treated as being “opaque” for Corporate Tax

purposes).

Clause 9 provides that, where an application made by the partners in an Unincorporated Partnership under Clause 8 is
approved by the Authority, Clauses 1 to 6 will no longer apply to the partners of the Unincorporated Partnership. This
would result in the partners in the Unincorporated Partnership ceasing to be seen as carrying on, and directly being a part
owner of, the Business and assets and liabilities of the Unincorporated Partnership for Corporate Tax purposes.

In addition:

e  Each partner in the Unincorporated Partnership shall remain jointly and severally liable for the Corporate Tax Payable
by the Unincorporated Partnership for those Tax Periods when they are partners in the Unincorporated Partnership;
and

e One partner in the Unincorporated Partnership shall be appointed as the partner responsible for any obligations and
proceedings in relation to the Corporate Tax Law on behalf of the Unincorporated Partnership.

Clause 10 stipulates that, where the application under Clause 8 is approved, the Unincorporated Partnership shall be treated
as a Taxable Person from the commencement of either the Tax Period during which the application is made, or the Tax
Period immediately following the Tax Period during which the application is made. The Authority can determine an earlier
or later effective date for the Unincorporated Partnership to be treated as a Taxable Person where deemed appropriate or
necessary for administrative purposes.
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Article 17: Family Foundation

As discussed under the definition of Business (Article 1), a natural person’s employment income and personal investment
income are not intended to be within the scope of Corporate Tax. This Article recognises that natural persons use different
structures to manage their personal wealth and investments for asset protection, succession and other reasons, which may
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include, for example, using a contractual trust, a private trust company or a foundation to hold and manage personal assets
and investments.

Whilst some of these structures and arrangements will by default be treated as fiscally transparent for Corporate Tax
purposes, trusts and foundations that have separate legal personality would in principle be treated as any other juridical
person, with their income being subject to Corporate Tax. Such treatment would not be consistent from a policy perspective
where the trust or foundation is merely used to hold and manage assets and wealth on behalf and for the benefit of
beneficiaries who are natural persons. This is irrespective of whether the assets and wealth are managed by the relevant
natural person or persons themselves, or by any other Person.

For this reason, Clause 1 allows a Family Foundation to apply to the Authority to be treated as an Unincorporated
Partnership, and hence not be subject to Corporate Tax. A Family Foundation is defined in Article 1 as a foundation, trust
or similar entity established under the applicable legislation of the UAE.

Clause 1 allows a foundation or a trust that meets the conditions of Article 17 to apply to the Authority to be treated as an
Unincorporated Partnership, and hence not be subject to Corporate Tax in its own right.

Approval of the application by the Authority would result in the beneficiary or beneficiaries of the Family Foundation being
seen as directly owning or benefiting from the activities and assets of the Family Foundation for the purposes of the
Corporate Tax Law.

A Family Foundation that seeks to be treated as fiscally transparent is not permitted to undertake activities that would have
constituted a taxable Business or Business Activity under Article 11(6) if undertaken by the founders, settlors or
beneficiaries of the Family Foundation.

An application under Clause 1 can be made where a Family Foundation meets all of the following conditions.

e The Family Foundation must be established for the benefit of identified or identifiable natural persons, or for the
benefit of a public benefit entity, or both. Whilst the beneficiaries are not required to be individually named when a
Family Foundation is established, they must be a category of persons that could be identified if required (e.g. the
children or grandchildren of the settlor of the Family Foundation).

For the purposes of Clause 1(a), the “public benefit entity” is not required to be listed in a Cabinet Decision as a
Qualifying Public Benefit Entity. Instead, “public benefit entity” in the context of this Article should be taken to have
its ordinary meaning, namely any not-for-profit organisation that carries out charitable, social, cultural, religious,
educational or other public benefit activities.

e The principal activity of the Family Foundation is to receive, hold, invest, disburse, or otherwise manage assets or
funds associated with savings and investment. The foundation must not be established for the purposes of conducting
Business and must solely conduct the management of cash, publicly traded securities, private stock, real estate and
other assets held or investments made by the Family Foundation.

A separate Person may act as the fiduciary, agent or trustee on behalf of the Family Foundation for the purpose of
the administration, management and the eventual transfer of assets and income to the
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beneficiaries of the Family Foundation. Where a Person (typically referred to as the ‘trustee”) would hold the legal
title, but not the beneficial ownership, of the assets of the Family Foundation for the use of, or transfer to, the
beneficiary or beneficiaries of the Family Foundation, any Taxable Income of such Person would not include the
income derived from the assets they hold in their capacity as fiduciary owner.

Explanatory Guide on Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses

Page 103



e The Family Foundation does not conduct any activity that would constitute a Business or Business Activity were it
to be undertaken, or its assets held, directly by its founder, settlor, or any of its beneficiaries. As discussed above, a
Family Foundation that seeks to be treated as fiscally transparent for Corporate Tax purposes is not permitted to
undertake activities that, if attributed to the natural person who created the Family Foundation or its beneficiaries
who are natural persons, would constitute a taxable Business or Business Activity under Article 11(6).

e The Family Foundation must not have a main or principal purpose of the avoidance of Corporate Tax. Clause 1(d)
should be read together with Article 50 and provides that a Family Foundation will not be treated as an
Unincorporated Partnership but instead be a Taxable Person in its own right where the main or principal purpose of
the Family Foundation and the application made under Clause 1 is the avoidance of Corporate Tax that is not
consistent with the intention of this Article.

e The Family Foundation must meet any other conditions as may be prescribed by the Minister in accordance with

Clause 1(e).
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Chapter Five: Free Zone Person

Article 18: Qualifying Free Zone Person Article 19: Election to Be Subject to Corporate Tax

Further details of the conditions that a Free Zone Person must meet in order to be treated as a Qualifying Free Zone Person
for the purpose of Corporate Tax will be released by way of the relevant decisions issued by the Cabinet and the Minister.
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Chapter Six: Calculating Taxable Income

Article 20: General Rules for Determining Taxable Income
Most businesses in the UAE are required under applicable federal or Emirate level legislation to keep records and financial

statements reflecting the assets and liabilities of the entity or business, as well as the profits for the relevant financial period,
which need to be prepared in accordance with accounting standards accepted in the UAE.
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Although the basic purpose of measuring profit is shared by commercial accounting practices and by tax rules, different
countries apply different tax and accounting rules. In some countries, there is close alignment between accounting income
and taxable income, whilst in other countries taxable income is determined according to an entirely self-contained set of
rules stipulated in the relevant tax law and regulations. In practice, most countries adopt a hybrid or combination of rules.

For Corporate Tax purposes, the accounting net profit (or loss) as stated in the financial statements of a Taxable Person
forms the starting point for determining their Taxable Income. Using accounting standards accepted in the UAE (as
specified in a Decision issued by the Minister for the purposes of the Corporate Tax Law) provides for a common definition
of income, which promotes efficiency, reduces compliance costs and provides a base which follows international standards.
A Person subject to Corporate Tax must compute their Taxable Income by reference to their Tax Period (see Article 57),
which, in most cases, will be the financial accounting period of the Taxable Person. The requirement to compute Taxable
Income by reference to a Person’s Tax Period means that it is necessary to allocate income and expenditure to particular
time periods. In broad terms, this Article provides that financial accounting rules would determine when income is
“derived”, and expenditures and losses are “incurred”, subject to any adjustments prescribed or allowed for Corporate Tax
purposes under this Article or other provisions of the Corporate Tax Law.

Clause 1 provides that Taxable Income should be determined based on the financial statements of a Taxable Person that
have been prepared using the accounting standards and principles that are acceptable in the UAE. This ensures that each
Taxable Person uses common accounting standards to determine their Taxable Income, while providing some flexibility.
The general rule is that for Corporate Tax purposes, the treatment in the financial statements applies, unless there is a
specific rule in the Corporate Tax Law or its implementing regulations that prescribes a different treatment.

Clause 2 clarifies that the accounting net profit (or loss) before tax as stated in the financial statements must be used as the
starting point to calculate Taxable Income for a Tax Period, to which the following adjustments as provided for in the
Corporate Tax Law may or should then be applied.

e Unrealised gains or losses as determined under Clause 3. Gains and losses are the inevitable outcomes of holding
assets and liabilities. Unrealised accounting gains and losses reflect changes in the value of an asset or liability before
it is sold or settled. The treatment of unrealised gains or losses is further discussed in the following paragraphs.

e Exempt Income as specified in Chapter Seven of the Corporate Tax Law, which includes dividends, gains and other
income from a Participating Interest (Article 23), income earned through a qualifying Foreign Permanent
Establishment (Article 24), and income from the operation of aircraft and ships in international transportation
(Article 25).
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e Reliefs provided under Chapter Eight of the Corporate Tax Law. These reliefs are intended to remove obstacles
from a Corporate Tax perspective with regards to intra-group transfers of assets and liabilities and other qualifying
business restructuring transactions.

e Deductions as specified in Chapter Nine of the Corporate Tax Law. In principle, all legitimate business expenditures
incurred wholly and exclusively for the purposes of the Taxable Person’s Business are deductible for Corporate Tax
purposes, although the timing of the deduction may vary for different types of expenditure and the accounting method
applied. For capital assets, expenditure would generally be recognised by way of depreciation or amortisation
deductions over the economic life of the asset or benefit. Certain limitations to the deduction of business expenditure
may apply to ensure fair taxation and prevent tax base erosion.

e Adjustments for any transactions with Related Parties and Connected Persons as specified in Chapter Ten of the
Corporate Tax Law. To prevent the manipulation of Taxable Income, the Corporate Tax Law requires the
consideration of transactions between Persons under common ownership or that are otherwise related to be

Explanatory Guide on Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses

Page 106



determined by reference to the Market Value, irrespective of the value reported in the financial statements of the
Taxable Person.

e Tax Loss relief as specified under Chapter Eleven of the Corporate Tax Law. Articles 37 and 38 allow the use of a
Tax Loss to reduce Taxable Income, either by offsetting the Tax Loss against the Taxable Income of subsequent Tax
Periods, or by transferring the Tax Loss to another Taxable Person.

e Incentives or special reliefs for a Qualifying Business Activity that would be specified in a Cabinet Decision.

e Income or expenditure that has not otherwise been taken into account in determining Taxable Income as may be
specified in a Cabinet Decision.

e Any other adjustments that may be specified by the Minister. The Minister may specify other adjustments or make
regulations to address particular types of transactions whose accounting treatment may be vulnerable to manipulation
of the determination of Taxable Income.

Clause 3 provides that where financial statements are prepared on an accrual basis, an election can be made to take gains
or losses into account for Corporate Tax purposes on a realisation basis. This election will be subject to any conditions as
may be set by the Minister.

Where the accrual method is used as the basis for a Taxable Person to prepare its accounts, unrealised gains or losses may
arise where a change in the value of an asset or liability is recorded in the Person’s financial statements, but no transaction
to realise a gain or loss has yet taken place. It is therefore possible that profits (or losses) could arise where there has been
no actual disposal or settlement (i.e. realisation) of the relevant asset or liability, and therefore no receipts that could be
used to pay any Corporate Tax liability that may arise as a result. An example of this would be a change in the exchange
rate for a foreign currency contract yet to be settled at the end of an accounting period.

To prevent a Corporate Tax liability arising where there is no receipt of consideration to fund the resulting Corporate Tax
payable, Taxable Persons who prepare their financial statements on an accrual basis may elect to take into account gains
and losses on a realisation basis. This means that for the purposes of calculating their Taxable Income for a Tax Period,
instead of profits and losses in respect of assets and liabilities being determined on the basis of either revaluations or book
value, losses or profits are instead determined when an asset is disposed of or a liability is settled, or a different realisation
event occurs.
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The election under this Clause can either be made so that all unrealised accounting gains or losses are not taken into account
(Clause 3(a)), or only unrealised gains and losses in relation to those assets and liabilities held on the Person’s capital
account (Clause 3(b)). In the latter case, gains or losses in relation to assets and liabilities held on that Person’s revenue
account would remain to be taken into account and be subject to Corporate Tax on a current basis. In broad terms, the
revenue account relates to assets held on a short-term basis such as trade receivables or inventory, with the capital account
relating to longer term assets such as plant and machinery or buildings.

An election to be taxed on a realisation basis must specify whether the election is being made either in respect of all assets
and liabilities or only in respect of assets and liabilities held on capital account. Additional conditions for the purposes of
the election under Clause 3, and how unrealised gains and losses that have previously been excluded for Corporate Tax
purposes will come into account when the gain or loss is realised, or the election revoked, will be specified in a Ministerial
Decision.

Clause 4 clarifies which assets and liabilities would be considered as being held on capital account or on revenue account
for the purpose of Clause 3(b) above, as follows.
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e Assets held on capital account are non-current assets that a Person does not trade such as property held for investment
purposes or intangible assets developed by the Person for use within its own Business. Essentially, capital items are
items that have a long-term impact on a Business.

e Liabilities held on capital account are non-current liabilities which the Business expects to hold over the long term
such as long-term loans or other debt obligations, and liabilities which do not give rise to deductions under Chapter
Ten of the Corporate Tax Law.

e  Assets and liabilities held on a revenue account are items that have a short-term impact on a Business, such as trading
stock and inventory, and any associated expenditure.

This Clause also clarifies that an unrealised gain or loss for the purposes of Clause 3 includes any gain or loss that arises
as a result of changes in the value of a foreign currency (versus the UAE dirham or the Person’s functional currency), for
example when outstanding debtor and creditor balances held in foreign currency are restated at the end of a Tax Period at
the prevailing foreign exchange rate.

Clause 5 provides that the Minister may prescribe:
e specific circumstances where a Taxable Person can prepare their financial statements on a cash basis;

e adjustments to be made to the calculation of Taxable Income that could be an exception to the general rules of
calculating Accounting Income on an accrual basis or the treatment of unrealised gains or losses for Corporate Tax
purposes;

e amechanism to calculate Taxable Income for specific Qualifying Business Activities that may be different from the
general rules to determine Taxable Income under the Corporate Tax Law.

Clause 6 allows a Taxable Person to make an application to the Authority to change their accounting method from a cash
basis to an accrual basis, subject to any conditions and adjustments the Minister may prescribe under Clause 5. Once
approved, a change in accounting method will take effect from the beginning of the Tax Period in which the application is
made, or the beginning of a future Tax Period.
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Clause 7 clarifies that the provisions of the Corporate Tax Law would prevail over any accounting standards where there
is a conflict between both.

Article 21: Small Business Relief

This Article allows a Resident Person to elect for Small Business Relief, resulting in the Resident Person being treated as
having no Taxable Income in respect of each relevant Tax Period where the conditions of this Article are satisfied. The
relief is intended to support start-ups and other small or micro businesses by reducing their Corporate Tax burden and
compliance costs.

Any Person who qualifies and avails the Small Business Relief under this Article remains a Taxable Person for the purposes
of the Corporate Tax Law, and as such, will be required to meet the compliance obligations provided for in the Corporate
Tax Law for each Tax Period. This includes the obligation to register for Corporate Tax purposes, file a Tax Return and

retain all relevant documents and records to support their Corporate Tax filings.

Clause 1 sets out the two conditions that a Resident Person must meet in order to qualify for Small Business Relief. These
are that (i) the Resident Person has Revenue (as defined under Article 1) for the relevant and prior Tax Periods below the
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threshold to be set by the Minister, and (ii) the Resident Person meets any other conditions as may be prescribed by the
Minister.

These conditions have been set out under Ministerial Decision No. 73 of 2023 on Small Business Relief for the Purposes
of Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses as follows:

e the relief under this Article will only apply in Tax Periods ending on or before 31 December 2026;
e the Revenue threshold for the relevant and prior Tax Periods is AED 3,000,000; and e the Resident
Person must not be one of the following:

— a member of a multinational group that is required to prepare a Country-by-Country Report under the UAE’s
Country-by-Country Reporting legislation?, or

— a Qualifying Free Zone Person.

Clause 2 clarifies that for the Tax Period that a Resident Person elects to benefit from the Small Business Relief, the
Resident Person will not be subject to certain provisions under the Corporate Tax Law that are relevant to the calculation
of Taxable Income and will not be required to maintain Transfer Pricing documentation under Article 55. This is intended
to further reduce the compliance burden.

Clause 3 empowers the Authority to monitor compliance of a Resident Person that applied for Small Business
Relief by requesting any relevant documents and records.

Chapter Seven: Exempt Income
Article 22: Exempt Income

This Article specifies the types of income and related expenditure that shall not be taken into account in determining Taxable
Income, provided the applicable conditions are satisfied or when a Taxable Person elects to claim the exemption from
Corporate Tax under Article 24.

The purpose of the exemption from Corporate Tax for the types of income mentioned in Clauses 1 to 4 is, broadly, to
prevent income derived from the activity of another resident or non-resident juridical person, or a Foreign Permanent
Establishment of a Resident Person, from potentially being subject to economic or juridical double taxation.

Dividends and other profit distributions received from a Resident Person are exempt from Corporate Tax without the
Corporate Tax Law prescribing any specific conditions or requirements. For dividends and other profit distributions paid
by a foreign juridical person, the exemption from Corporate Tax is subject to the conditions of Article 23. The exemption

! Cabinet Decision No. 44 of 2020 on Organising Reports Submitted by Multinational Companies
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from Corporate Tax on gains derived from the disposal of shares and other ownership interests in both UAE and non-UAE
juridical persons is subject to these same conditions under Article 23.

The income of a Foreign Permanent Establishment is exempt from Corporate Tax following an election, subject to meeting
the conditions of Article 24. The exemption from Corporate Tax provided in Clause 5 is to ensure the Corporate Tax Law
aligns with international standards for the taxation of international transportation by recognising the “reciprocity” principle.

Article 23: Participation Exemption

This Article provides that income from a Participating Interest, such as dividends and capital gains, is exempt from
Corporate Tax. A Participating Interest is defined as a significant, long-term ownership interest in a juridical person (the
“Participation”) that suggests some degree of control or influence over the Participation and that meets the conditions of
this Article.

As discussed under Article 12, whilst Resident Persons are subject to Corporate Tax on income from both UAE and non-
UAE sources, the Corporate Tax Law incorporates important elements of a territorial tax system by exempting certain
income that is unrelated to activity or sources in the UAE from Corporate Tax. The exemption from Corporate Tax under
this Article for income received from the ownership interest in a Participation is a common mechanism to reduce or
eliminate economic double taxation under a residence-based tax system. Specifically, it provides a relatively simple
mechanism to prevent both domestic and international double taxation in situations where the juridical person that
distributes a profit or whose shares or other ownership interests are being sold may have already been taxed on its profits.

The exemption from Corporate Tax under this Article also extends to expenditure incurred in relation to the exempted
income derived from a Participating Interest, rendering such expenditure non-deductible in accordance with Articles 22
and 28(2)(b), except for Interest expenditure as per Article 29.

In addition to the Participation Exemption being a net income exemption, the Participation Exemption is a symmetrical
exemption of income from a Participation Interest. That is, qualifying capital, revaluation and foreign exchange gains are
exempt from Corporate Tax, and equally no deduction for Corporate Tax is allowed for capital losses, foreign exchange
losses or impairment losses (except for losses realised on the liquidation of a Participation under Clause 8).
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Clause 1 provides that the Participation Exemption applies without the need for the Taxable Person to make an election or
file an application with the Authority. Accordingly, if the relevant conditions are met, the Participation Exemption will
apply with regards to all relevant income derived from the Participating Interest, without the Taxable Person having the
option or needing to elect for the relevant income to be exempt.

As a Taxable Person, a UAE Permanent Establishment could claim the Participation Exemption in respect of income from
ownership interests that meet the conditions of Article 23 that can be attributed to the Permanent Establishment as per
Article 12(3)(a).

Clause 2 sets out the following cumulative conditions under which an ownership interest in a Participation will be
considered a Participating Interest.

e The Participating Interest represents a 5% or greater ownership interest in the Participation. The opening sentence of
Clause 2 specifies that a Participating Interest must represent a 5% or greater ownership of the shares or capital of
the juridical person. This indicates that the Participation must have a capital divided into shares, membership
interests, or other securities or rights that entitle the holder to profits and liquidation proceeds of the entity. Different
types of shares or similar instruments can be aggregated to determine whether a Participating Interest exists, provided
the condition under Clause 2(c) continues to be met.
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Unless the ownership interest qualifies as a Participating Interest by having an acquisition cost that exceeds the
threshold under Clause 11, a less than 5% ownership interest in a juridical person will be deemed to be a passive or
portfolio investment that does not qualify for the Participation Exemption.

e The Participating Interest must be held, or intended to be held, for an uninterrupted period of at least 12 months.
Under Clause 2(a), a Participating Interest must be held for an uninterrupted period of 12 months. There is no
requirement for the Participating Interest to be held for the full Tax Period, nor is it required for the minimum holding
period to be met at the time the income is derived. Income received from a Participating Interest before the minimum
holding period is completed can benefit from the Participation Exemption as long as the Taxable Person has the
intention to hold the Participating Interest for at least 12 months. Whether the Participating Interest is held with the
intention of long-term investment or not may generally be inferred from the relevant facts and circumstances,
including, for example, whether the Taxable Person is engaged in the business of buying and selling securities.

e The Participation must be subject to Corporate Tax (or equivalent) of 9% or more. The condition under Clause 2(b)
(“subject to tax test”) requires the Participation to be subject to Corporate Tax or any other tax imposed under the
applicable legislation of the country or territory in which the juridical person is resident which is of a similar character

to Corporate Tax.

e The ownership interest in the Participation entitles the holder to at least 5% of the profits and liquidation proceeds.
The term “ownership interest” in the context of this Article is generally meant to refer to the legal and beneficial
ownership of the shares or other ownership interests in the Participation. The ownership interest must entitle the
holder to at least 5% of the Participation’s profits available for distribution and at least 5% of the liquidation proceeds
upon cessation of the Participation.

® 50% or less of the assets of the Participation consist of non-qualifying ownership interests. An ownership interest in
a Participation will be deemed a passive or portfolio investment that does not qualify for the Participation Exemption
if 50% or more of the Participation’s assets, on a consolidated basis, consist of
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ownership interests or entitlements that by themselves do not meet the conditions of this Article had they been held
directly by the Taxable Person.

Assets that would not qualify for the Participation Exemption include, for example, ownership interests in foreign
juridical persons that are not subject to a corporate income tax in the relevant foreign jurisdiction, unless such
ownership interests meet the conditions of Clause 3, or any other conditions as may be prescribed by the Minister
under Clause 2(e).

e The Participating Interest must meet any other conditions as may be prescribed by the Minister. The Minister may
prescribe such other conditions and requirements as it considers appropriate for the application of the provisions of
this Article.

Clause 3 establishes that even if a Participation is not subject to Corporate Tax or a similar tax of at least 9%, the
Participation can nevertheless be treated as having met the subject to tax test under Clause 2(b) where its principal objective
and activity is the acquisition and holding of shares or equitable interests, provided such ownership interests meet the
conditions of Clause 2. In addition, under Clause 3(b), the income of the Participation must for the most part consist of
dividends, capital gains and other qualifying income from Participating Interests.

Clause 4 confirms that a Participation in a Qualifying Free Zone Person or an Exempt Person shall be treated as having
met the subject to tax test under Clause 2(b), subject to any conditions that may be prescribed by the Minister.
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Where the previous conditions are met, the following income specified under Clause 5 shall not be taken into account by
a Taxable Person in calculating their Taxable Income for Corporate Tax.

e Dividends and profit distributions received from a foreign Participation that is not a Resident Person.

In the context of Clause 5(a), dividends are not limited to only cash dividends, but also include stock dividends,
bonus shares, dividends in kind, and other forms of actual or constructive profit distributions, subject to the
provisions of Clause 6. In broad terms, constructive dividends or profit distribution are payments or benefits
provided to the owner of the Participation that are an assignment of income to the owner, despite the absence of a
formal distribution. This could arise, for example, as a result of a transaction under which the owner of the
Participating Interest receives compensation that exceeds the fair value of the goods or services provided by it to the
Participation.

e Gains or losses on the transfer, sale, or other disposition of a Participating Interest (or part thereof), taking into
account the twelve-month period stipulated under Clause 2(a) or the two-year period specified in Clause 9.

e Foreign exchange or impairment gains or losses in relation to a Participating Interest.

Losses and expenditure incurred in relation to a Participating Interest are also exempt and hence nondeductible, with the
exception of Interest expenditure which is governed under Articles 29 and 30(1), and losses realised on the liquidation of
a Participation that may be deducted under Clause 8.

Other income that is not directly related to the ownership of a Participating Interest, such as income from services provided
to the Participation or Interest income earned under a loan granted to the Participation, will not be exempt from Corporate
Tax.
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Clause 6 provides that the Participation Exemption does not apply in the following circumstances.

e Insofar as the Participation can claim a deduction for the dividend or other profit distribution made to the Taxable
Person under an applicable tax legislation. Clause 6(a) is intended to prevent situations of potential double non-
taxation that would arise if the Participation can claim a deduction for the dividend or other distribution made to the
Taxable Person, and that same dividend or other distribution is not taxed in the hands of the Taxable Person under
this Article.

e The Taxable Person has recognised a deductible impairment loss in respect of the Participating Interest prior to the
Participating Interest meeting the conditions of Clause 2. As the impairment loss recognised prior to the ownership
interest becoming a qualifying Participating Interest would have been deductible from Taxable Income, Clause 6(b)
provides that any subsequent income and gains will not be exempt under the Participating Exemption up to the
amount of the impairment loss that was deducted.

e The Taxable Person or a Related Party who is subject to Corporate Tax has recognised a deductible impairment loss
in respect of a loan receivable from the Participation. Clause 6(c) applies where the Taxable Person has impaired a
receivable from a juridical person in which the Taxable Person or a Related Party of the Taxable Person holds a
Participating Interest. It is not relevant whether the Taxable Person or its Related Party held the Participating Interest
at the time of the impairment, and Clause 6(c) also applies to any indirectly held Participations.

Clause 7 confirms that the reversal of an impairment loss mentioned in Clause 6(c) is exempted from Corporate Tax up to
the amount of income from the Participating Interest that did not benefit from the Participation Exemption under Clause
6(c).
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Clause 8 provides an exception to the general rule that gains and losses in relation to a Participating Interest are exempt
from Corporate Tax for losses realised on the liquidation of a Participation. Where the proceeds from the liquidation of the
Participation are less than the cost base for Corporate Tax purposes of the shares or other ownership interests in the
Participation, the difference, or realised loss, can be deducted from the Taxable Income in the relevant Tax Period.

Clause 9 disapplies the exemption under Article 23 for a period of two years where the Participation is acquired under the
following circumstances:

e  Where the Participation is acquired in exchange for the transfer of an ownership interest that is not a Participating
Interest; or

e  Where the Participation is acquired in exchange for a transfer of assets and liabilities within a Qualifying Group at
no gain or no loss under Article 26; or

e  Where the Participation is acquired in a Business restructuring transaction and the Business restructuring relief is
applied under Article 27.

Clause 10 provides that if a Taxable Person did not hold the Participating Interest for an uninterrupted period of at least
twelve months, and there was in fact no intention to do so, any income previously not taken into account under the
Participation Exemption will be included in the calculation of Taxable Income under Article 20 in the Tax Period in which
the ownership interest in the Participation ceases to meet the relevant conditions of Clause 2 or Clause 11.
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Clause 11 allows the Minister to prescribe a minimum acquisition value above which an ownership interest in a juridical
person will be treated as having met the minimum ownership requirement of Clause 2. Any minimum acquisition cost
threshold prescribed by the Minister would serve as an administrative simplification, recognising that a material investment
in a juridical person is often representative of the long-term nature of the investment and would generally provide the holder
with some degree of control or influence over the entity.

Article 24: Foreign Permanent Establishment Exemption

Whilst both UAE and non-UAE-sourced income derived by a Resident Person is within the scope of Corporate Tax, this
Article allows a Resident Person to elect and claim an exemption from Corporate Tax for income derived through a Foreign
Permanent Establishment that meets the conditions under this Article.

Similar to the exemption under Article 23, the Foreign Permanent Establishment exemption is intended to eliminate or
reduce potential international double taxation and would equally apply to any expenditure of (or that is attributable to) the
Foreign Permanent Establishment.

A Foreign Permanent Establishment is defined as a branch or other presence or activities of the Resident Person in a foreign
jurisdiction that would constitute a Permanent Establishment when applying the conditions of Article 14, and that is
acknowledged as such by the relevant foreign jurisdiction.

Clause 1 provides that where an election under this Article is made, both the income and associated expenditure of a
Resident Person’s Foreign Permanent Establishments are not taken into account in determining the Resident Person’s
Taxable Income, making the exemption from Corporate Tax under this Article a net income exemption.

Clause 2 confirms that if an election is made, the Resident Person shall not take into account any profits or losses in any

of its Foreign Permanent Establishments, as well as any Foreign Tax Credits that would have been available had the election
under Clause 1 not been made. This Clause also confirms that the income or loss in each Foreign Permanent Establishment
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must be calculated using the rules for the calculation of Taxable Income under the Corporate Tax Law as if the Foreign
Permanent Establishment was a separate Resident Person that is a Related Party.

Clause 3 confirms that references made to the “income and associated expenditure” of a Taxable Person’s Foreign
Permanent Establishments under this Article refer to the total income and associated expenditure of all of the qualifying
Foreign Permanent Establishments of the Resident Person in the relevant Tax Period. As such, a Resident Person cannot
minimise their Corporate Tax liability for a Tax Period by only electing to exempt the income of those Foreign Permanent
Establishments that are profitable, and not elect to exempt the losses of Foreign Permanent Establishments that meet the
condition of Clause 7.

When determining the income and associated expenditure of a Foreign Permanent Establishment, Clause 4 requires that
the Resident Person and each of its Foreign Permanent Establishments shall be treated as separate and independent Persons.
This means that in order to identify the income and expenditure which relates to a Foreign Permanent Establishment, each
Foreign Permanent Establishment is treated as though it is an entirely independent Business from the UAE head office.

The arm’s length principle under Article 34 would apply to any dealings between the Resident Person and its Foreign
Permanent Establishment and to any dealings of the Foreign Permanent Establishment with Related Parties of the Resident
Person.
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As an extension of the position under Clause 4 that the Foreign Permanent Establishment is a separate and independent
Person, the arm’s length principle under Article 34 would also apply to any “transfers” of assets or liabilities between a
Resident Person and its Foreign Permanent Establishment. Clause S requires such transfers to be treated as having taken
place at Market Value at the date of the transfer when determining the Taxable Income of the Resident Person.

Clause 6 confirms that any election made under Clause 1 must apply to all Foreign Permanent Establishments that meet
the requirement of Clause 7. It is not possible to specify different treatments for different Foreign Permanent
Establishments unless Clause 7 disallows the exemption under this Article for a specific Permanent Establishment.

Clause 7 provides that an exemption from Corporate Tax only applies to Foreign Permanent Establishments that are subject
to a sufficient level of tax imposed under the applicable legislation of the jurisdiction in which they are located. Accordingly,
whilst the determination of whether a Foreign Permanent Establishment exists must be done by reference to the conditions
of Article 14 (before the application of any applicable agreement for the avoidance of double taxation), a Foreign
Permanent Establishment must be acknowledged as such by the relevant foreign jurisdiction by virtue of being within the
scope of corporate tax (or equivalent) in that foreign jurisdiction.

Article 25: Non-Resident Person Operating Aircraft or Ships in International Transportation

This Article exempts income derived by a Non-Resident Person from operating or leasing aircraft or ships (and associated
equipment) used in international transportation. This exemption from Corporate Tax is provided under the proviso that the
same tax treatment is granted to a UAE Resident Person in the relevant foreign jurisdiction under the reciprocity principle.

This Article provides that income derived by a Non-Resident Person from the operation of a ship or aircraft in international
transportation is not subject to Corporate Tax, provided certain conditions are met.

Clause 1 specifies the types of Business carried on by a Non-Resident Person that fall within the scope of the exemption
for international transport.

Clauses 1(a) and 1(b) require that the Non-Resident Person is in the Business of the international transportation of
passengers, livestock, mail, parcels, merchandise or goods by air or by sea, or the leasing or chartering of aircraft or ships
used in international transportation.
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Beyond the direct operation or leasing of aircraft and ships for international transportation, Clause 1(c) provides that
Businesses involved in the leasing of equipment which is integral to the seaworthiness of ships or the airworthiness of
aircrafts used in international transportation are also exempt from Corporate Tax under this Article (provided the conditions
under Clause 2 are met).

Clause 2 provides that the exemption from Corporate Tax only applies where an equivalent exemption or exclusion from
a tax that is similar in character to Corporate Tax would be provided to a UAE Resident Person engaged in the operation
or leasing of aircraft or ships used in international transportation, as applicable, by the country in which the Non-Resident
Person resides. This is consistent with international norms and ensures there is reciprocity in the taxation of income from
international transportation and related services.
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Chapter Eight: Reliefs

Article 26: Transfers Within a Qualifying Group

This Article provides for Corporate Tax neutrality where one or more assets or liabilities are transferred between closely
related Taxable Persons, defined as members of a Qualifying Group.

The Corporate Tax Law establishes two different types of ‘groups’:
e Qualifying Groups (defined in this Article); and e Tax Groups (discussed under Article 40).
Two or more juridical persons shall be treated as a Qualifying Group if all of the following conditions are met:

e The juridical persons are Resident Persons, or Non-Resident Persons that have a Permanent Establishment in the
UAE;

e There is direct or indirect common ownership of at least 75% between the juridical persons, or a third Person owns
at least 75% in all the juridical persons;

e None of the juridical persons are an Exempt Person or a Qualifying Free Zone Person; and

e The juridical persons have the same Financial Year end and prepare their financial statements using the same
accounting standards.

Where the conditions above are met, the juridical persons will automatically be treated as part of a Qualifying Group.
However, juridical persons that are members of a Qualifying Group will remain separate Taxable Persons for the purposes
of the Corporate Tax Law.

Whilst ordinarily there would be a gain or loss for Corporate Tax purposes in cases where a Taxable Person transfers an
asset or liability at a value different to its net book value for Corporate Tax purposes, Clause 1 allows for the elimination
of the Corporate Tax impact of transfers of assets and liabilities between members of a Qualifying Group.

Clauses 4 and 5 provide that relief from Corporate Tax under this Article will only apply to transfers between members of
a Qualifying Group that will continue to be part of that same Qualifying Group for at least two years from the end of the
relevant Tax Period. This is to prevent circumstances where a transfer occurs immediately prior to the sale of the transferee
group company which would ordinarily be exempt from Corporate Tax under Article 23, with the relief then being utilised
despite there being no intention for both parties to the transaction to continue to be members of the same Qualifying Group.
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The non-recognition rule under Clause 1 provides that the Corporate Tax position of a Taxable Person in respect of the
asset(s) or liability(ies) being transferred may be “rolled over” to the transferee member of the Qualifying Group. This is
achieved by deeming the asset(s) or liability(ies) to have been transferred for consideration equal to their net book value
for Corporate Tax purposes, and for the other Taxable Person to have acquired the asset(s) or liability(ies) equal to that
cost. The intention is to avoid what could economically be a “dry” Corporate Tax charge, or an allowable Tax Loss, where
there has not been an economic realisation of the relevant asset(s) or liability(ies) from the perspective of the Qualifying
Group as a whole.
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Clause 2 sets out the conditions discussed above under which two or more Taxable Persons will be treated as members of
the same Qualifying Group.

Clause 2(a) requires a Taxable Person seeking relief under this Article to be subject to Corporate Tax as either a Resident
Person, or as a Non-Resident Person with a Permanent Establishment in the UAE. This is to ensure that any gain or loss
that benefits from relief under this Article remains within the scope of Corporate Tax.

Clause 2(b) establishes the minimum common ownership requirement that must be met in order for two or more Taxable
Persons to be considered members of a Qualifying Group. This requirement shall be met where one of the Taxable Persons
owns a direct or indirect 75% or greater ownership interest in the other Taxable Person that is party to the relevant
transaction, or where a third Taxable Person that is not party to the relevant transaction directly or indirectly owns a 75%
or greater ownership in each of the relevant Taxable Persons.

Clauses 2(c) and 2(d) both relate to the Corporate Tax status of the Taxable Persons seeking to benefit from relief from
Corporate Tax under Clause 1. Specifically, neither party to the relevant transaction can be an Exempt Person, as defined
in Article 4, or a Qualifying Free Zone Person, as defined in Article 18 (unless the Qualifying Free Zone Person has made
an election under Article 19 to be subject to Corporate Tax at the rates specified under Article 3(1)).

Clauses 2(e) and 2(f) require the Taxable Persons involved in a transfer seeking to benefit from relief under this Article to
have the same Financial Year (as defined under Article 57) and to prepare their financial statements using the same
accounting standards.

Clause 3(a) provides that where relief from Corporate Tax under Clause 1 is sought, the relevant assets or liabilities shall
be treated as being transferred at their net book value for Corporate Tax purposes at the time of the transfer. The net book
value of an asset is the cost of the asset reduced by the accumulated depreciation deductions (if any) allowed in respect of
the asset, as reported for Corporate Tax purposes. The resulting impact is that no gain or loss arises for Corporate Tax
purposes on the transfer of the asset(s) or liability(ies) between two members of a Qualifying Group.

Clause 3(b) provides that any consideration paid or received against the qualifying transfer will be treated for Corporate
Tax purposes as being equal to the net book value of the transferred asset or liability.

The application of relief from Corporate Tax under this Article requires all relevant conditions to continue to be met by all
parties to the transaction for a minimum of two years. In particular, Clause 4(a) provides that the asset or liability cannot
be transferred outside the Qualifying Group within two years of the initial transfer, and Clause 4(b) requires that all parties
to the transfer must remain within the same Qualifying Group for a minimum of two years following the transfer. These
conditions are meant to prevent situations where an asset or liability is transferred to a member of the Qualifying Group
followed by that member exiting the Qualifying Group, resulting in any gain on the asset or liability transfer not being
taxed, whereas Corporate Tax would have applied if the asset or liability was sold directly to a party that is not a member
of the Qualifying Group.

Clause 5 provides that if any of the conditions set out in Clause 4 are not met, the transfer of the asset(s) or liability(ies)
must be treated as having taken place at Market Value at the date on which the first transfer took place, which, if different
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from either the net book value or cost prescribed by Clause 3(a) and Clause 3(b), will adjust the Taxable Income of the
Taxable Persons involved in the transfer.
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Article 27: Business Restructuring Relief

This Article eliminates the Corporate Tax impact of certain transactions undertaken as part of the restructuring or
reorganisation of a Business.

Ordinarily, business restructuring transactions such as mergers or demergers could result in a taxable gain or loss, even
where the ultimate ownership of the Business or Taxable Person does not change, or the original owners of the Business or
Taxable Person retain an ownership in the restructured Business. In order not to hamper restructuring transactions
undertaken for valid commercial or other non-tax reasons, this Article allows certain types of restructuring transactions to
take place in a tax neutral manner, subject to meeting the conditions prescribed in the Article.

Examples of business restructuring transactions that are intended to benefit from relief under this Article include a business
merger, a legal merger or a legal demerger.

e A business merger occurs when a Taxable Person transfers its Business or an independent part of its Business to
another Taxable Person in exchange for shares or other ownership interests of the other Person. This may include,
for example, a situation where a natural person converts its Business to an incorporated entity, or where an
Unincorporated Partnership applies to the Authority to become a Taxable Person in its own right under Article 16(8),
in which case the Partners in the Unincorporated Partnership will be considered as having transferred their part
ownership of the Businesses to a separate Taxable Person in which they receive an ownership interest.

e Alegal merger occurs when a Taxable Person (the “transferor”) transfers its entire Business to another Taxable Person
(the “transferee”) under universal title, after which:

— The transferor is dissolved by, or ceases to exist under, law without going into liquidation, and the shares or
ownership interests of the transferor are cancelled by law; and

—  The owner(s) of the transferor become the owner(s) of the transferee, for example, the transferee issues new
shares to the owner(s) of the transferor in exchange for the transfer.

e A legal demerger can either be a full demerger or a partial demerger.

— In a full demerger, a Taxable Person (the “transferor”’) would transfer its entire Business under universal title to
at least two other Persons (the “transferees”), whereby the transferor is dissolved without going into liquidation
and shares or ownership interests in the transferor are cancelled by law. The owner(s) of the transferor become
owner(s) of the transferees.

— In apartial demerger, a Taxable Person (the “transferor’”) would transfer its Business under universal title to at
least one other Person (the “transferees”), and the transferor continues to exist after the transfer. The owner(s)
of the transferor also become owner(s) of the transferees following the transfer.

Clause 1(a) provides that no gain or loss needs be taken into account where a Taxable Person transfers its entire Business
or an independent part of its Business in exchange for shares or other ownership interests in the transferee entity. An
independent part of a Business refers to a part of the Business that may be operated independently and separately from the
other Business of the Taxable Person.
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Under Clause 1(b), relief from Corporate Tax may also apply in instances where the transferring party ceases to be
Taxable Persons as a result of transferring their entire Business to another Person who is either currently a Taxable Person
or would become a Taxable Person as a result of the transfer. This may be the case under a legal merger or “full demerger’

]

case discussed above.

In either case, the consideration received by the transferring entity (or entities) or their owner(s) must be shares or other
ownership interests of the transferee entity, and the transfer must be to a Person who is either currently a Taxable Person or
would become a Taxable Person as a result of the transfer.

Clause 2 provides a number of conditions that must be met by all parties involved in the restructuring transaction in order
to apply the relief under this Article. These conditions are meant to prevent relief under this Article from being used for
purposes other than a business restructuring and to ensure that any gain or loss that benefits from relief under this Article
remains within the scope of Corporate Tax.

Clause 2(a) requires that the business restructuring transaction complies with all applicable legislation in the UAE. This
means that the business merger, legal merger, legal demerger or other restructuring transaction must comply with any and
all requirements of any UAE Federal and/or Emirate level laws and regulations in order to benefit from relief under the
Corporate Tax Law.

Clause 2(b) requires that any Taxable Person eligible for the relief under this Article must be subject to Corporate Tax as
either a Resident Person, or as a Non-Resident Person with a Permanent Establishment in the UAE. This condition is meant
to ensure that any potential gain or loss which is shielded by the relief under this Article remains within the scope of
Corporate Tax.

Clauses 2(c) and 2(d) both relate to the Corporate Tax status of the Taxable Persons seeking to benefit from relief from
Corporate Tax under Clause 1. Specifically, neither party to the restructuring transaction can be an Exempt Person, as
defined in Article 4, or a Qualifying Free Zone Person, as defined in Article 18 (unless the Qualifying Free Zone Person
has made an election under Article 19 to be subject to Corporate Tax at the rates specified under Article 3(1)).

Clauses 2(e) and 2(f) require the Taxable Persons involved in the business restructuring seeking to benefit from relief under
this Article to have the same Financial Year (as defined under Article 57) and to prepare their financial statements using
the same accounting standards.

Clause 2(g) provides that restructuring relief is only available to transfers undertaken for valid commercial or other non-
fiscal reasons which reflect economic reality.

The adjustments required by the relief under this Article may alter the tax book value of the assets and liabilities being
transferred as part of the restructuring transaction. Clause 3(a) provides that where relief from Corporate Tax under Clause
1 is sought, the assets and liabilities transferred must be transferred at their net book value for Corporate Tax purposes at
the time of transfer.

The net book value of a business asset is the cost of the asset for Corporate Tax purposes reduced by the accumulated
depreciation or amortisation deductions (if any) in respect of the asset. In the absence of any such deductions or adjustments
to the value of the asset, the net book value of the asset would generally be the historical cost of the asset. The resulting

impact is that neither a gain or loss would arise for Corporate Tax purposes on the transfer of the asset(s) or liability(ies) in
the context of a qualifying restructuring transaction.
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Clause 3(b) provides that in applying business restructuring relief where the condition in Clause 1(a) is met, the shares or
ownership interests received from the transferee cannot be recorded as exceeding the net book value of the assets transferred
and any liabilities assumed, less the value of any other form of consideration received for Corporate Tax purposes.

The result of this Clause is that the total value of consideration received by the transferor shall be treated as not exceeding
the net book value of the Business or independent part of the Business being transferred for the purposes of applying the
Corporate Tax Law.

Clause 3(c) provides that in applying business restructuring relief where the condition in Clause 1(b) is met, the shares or
ownership interests received from the transferee cannot be recorded as exceeding the book value for Corporate Tax purposes
of the shares or other ownership interests of the Taxable Person that ceases to exist, less the value of any other form of
consideration received.

The result of this Clause is that the existing Corporate Tax basis in the shares of the Taxable Person that ceases to exist rolls
over to the shares or other ownership interests received in the Taxable Person that is created or that is the surviving entity
under the business restructuring transaction for the purposes of applying the Corporate Tax Law. Whilst generally no
Corporate Tax would be due under Article 23 on the exchange of shares in the transferor for shares in the transferee or a
future transfer of shares in the transferee, this Clause is meant to prevent a tax neutral increase in the cost price of a
Participation which may be used for calculating any tax-deductible loss upon a future liquidation of the transferee entity
under Article 23(8).

Clause 3(d) provides that any unutilised Tax Losses incurred by the transferring Taxable Person in Tax Periods prior to the
transfer may subsequently become carried forward Tax Losses of the transferee, subject to any conditions as prescribed by
the Minister.

In instances where the shares or ownership interests received as part of the transfer are received by a Person other than the
transferor, or the shares are issued by a Person other than the transferee, Clause 4 would apply. Clause 4 enables a third
party to be the recipient or the issuer of the consideration for the transfer, provided the transfer continues to meet all other
conditions of this Article.

Clause 5 provides that where an independent part of a Business is transferred, only the unutilised Tax Losses that can be
reasonably attributed to the independent part of the Business being transferred may become carried forward Tax Losses of
the transferee.

Clause 6 requires all conditions of the relief under this Article to continue to be met by all parties to the transaction for a
minimum of two years. This requirement is meant to provide assurance that the business restructuring relief will only apply
to business restructuring transactions as opposed to providing for a tax neutral transfer of assets and liabilities as part of,
or in anticipation of, an ordinary sale transaction. This Clause limits the extent to which potential Corporate Tax liabilities
can be avoided in advance of a planned transfer or disposal of a Business or independent part thereof.

Specifically, Clause 6(a) requires that the shares or ownership interests in the transferor or transferee may not be transferred
to a Person outside a Qualifying Group within two years of the initial transfer, and Clause 6(b) requires that there cannot
be a subsequent transfer or disposal of the Business or independent part of the Business transferred under the business
restructuring relief within two years of the original transfer.

Clause 7 provides that if any of the conditions set out in Clause 6 are not met, the transfer of the Business or independent
part of the Business must be treated as having taken place at Market Value at the date of the
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transfer, with resulting adjustments to be made to the Taxable Income and available Tax Losses of the Taxable
Persons involved in the transfer.
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Chapter Nine: Deductions

Article 28: Deductible Expenditure

This Article specifies the expenditure deductions that are allowable in computing Taxable Income under Article 20. It also
sets out circumstances in which expenditure is not allowed to be deducted. The intention of the Article is to allow Taxable
Persons to deduct expenditure that is a necessary part of arriving at an amount that is subject to Corporate Tax.

Article 1 defines Accounting Income as the accounting net profit or loss for the relevant Tax Period as per the standalone
financial statements prepared for financial reporting purposes in accordance with accounting standards that are accepted in
the UAE. Taxable Income is defined in Article 20(2) as the Accounting Income which has been subject to the adjustments
as provided for in the Corporate Tax Law and any implementing decision issued thereunder, including any adjustments
resulting from this Chapter.

Accordingly, Taxable Income is computed after allowing for expenditure accounted for under the relevant accounting
standards, and after making the necessary adjustments to the Accounting Income for items of expenditure which do not
meet the conditions of this Article and hence cannot be taken as a deductible expenditure for Corporate Tax purposes.

Clause 1 sets out what is allowed as a deduction either as items deducted in arriving at the Accounting Income or that may
be deducted from such income.

This Clause provides the basic rule that a deduction is allowed for expenditure incurred wholly and exclusively by a Taxable
Person for the purposes of their Business, unless specifically disallowed under any other provision of the Corporate Tax
Law. This establishes that to qualify for a deduction, there must be a direct connection between the expenditure and the
Business or Business Activity (i.e. the expenditure would not have been incurred had the Person not undertaken the
Business or Business Activity). An expenditure or loss incurred for a purpose other than the Taxable Person’s Business
such as a personal expenditure is not allowed as a deduction. This is further confirmed in Clauses 2 and 3.

An amount of expenditure is allowed as a deduction in the Tax Period in which it is incurred. When a cost or expenditure
is incurred will depend on the Person’s basis of financial accounting (see Article 20). In broad terms, a Person accounting
on a cash basis incurs expenditure when it is paid and a Person accounting on an accruals basis incurs expenditure when
the obligation to pay arises (i.e. when it is irrevocably committed for payment).

Clause 1 also specifies that a deduction is not allowed for expenditure that is capital in nature. For capital expenditure,
deductible amounts would generally be recognised by way of depreciation or amortisation of the relevant asset or benefit
over its economic life.

Capital expenditure is expenditure that is incurred for the enduring benefit of a business rather than expenditure incurred
and expended in generating profits. So, while expenditure incurred in acquiring materials used to produce items that will
be sold will be a revenue expenditure, the costs of acquiring the machines that produce such products will be a capital
expenditure as long as the machines have an expected enduring benefit for the business.

Clause 1 shall be applied subject to other provisions of the Corporate Tax Law. This means that a provision of the Corporate
Tax Law may preclude an amount of expenditure from being deductible or modify the amount of
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the deduction. For example, deduction for Interest expenditure is specifically limited under Articles 30 and 31 of the
Corporate Tax Law.
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Expenditure which does not meet the conditions of Clause 1 will be disallowed and must be added back to a Taxable
Person’s Taxable Income if this expenditure has been included in the Taxable Person’s Accounting Income. Clause 2 sets
out circumstances under which expenditure is not allowed to be deducted.

Clause 2(a) denies a deduction for expenditure that is incurred for purposes other than for the Taxable Person’s Business,
such as for a private purpose (e.g. personal consumption).

Clause 2(b) denies a deduction for expenditure incurred in deriving an amount that is Exempt Income as specified in
Article 22 of the Corporate Tax Law.

Clause 2(c) confirms that losses not connected with or arising out of a Taxable Person’s Business are similarly not
deductible.

Clause 2(d) provides for other non-deductible expenditure to be specified by a Cabinet Decision.

As set out in Clause 1, a deduction is allowed only for expenditure that is “wholly” incurred in deriving amounts included
in Taxable Income. Thus, an expenditure incurred partly to derive Taxable Income and partly for some other purpose (such
as to derive Exempt Income or for a private purpose) must be apportioned so that only that part relating to the derivation
of Taxable Income is taken as a deduction for Corporate Tax purposes.

The basis of the apportionment will depend on the nature of the expenditure. Some expenditure may have separate parts
which are clearly attributable between a taxable and non-taxable use. However, other expenditures may require more
judgement to apportion the expenditure on a fair and reasonable basis. Clause 3 confirms that expenditure that is only
partly incurred for the purposes of deriving Taxable Income must be apportioned having regard to all relevant facts and
circumstances of the Taxable Person’s Business.

Article 29: Interest Expenditure

Interest expenditure and other similar financing costs incurred for the purposes of the Taxable Person’s Business are
deductible for Corporate Tax purposes within certain limits.

This Article provides that Interest is a deductible expenditure and should be deducted in the Tax Period it is incurred, subject
to the general Interest deduction limitation rule provided for in Article 30, the specific Interest deduction rule for Related
Party loans under Article 31 and the conditions of Article 28 discussed above.

Interest is defined in Article 1 and is intended to capture a broad range of payments with the characteristics of interest to
ensure a consistency of treatment across the payments.

This Article disapplies Article 28(2)(b) in respect of Interest expenditure with the effect that Interest paid in relation to
Exempt Income is prima facie deductible unlike other expenditure incurred in deriving Exempt Income. However, the
general Interest deduction limitation rule limits Interest expenditure to a portion of the Taxable Person’s accounting
earnings before the deduction of interest, tax, depreciation and amortisation (“EBITDA”), excluding any Exempt Income
(see Article 30(1)), and subject to any other adjustments as prescribed under the Corporate Tax Law. This has the effect of
limiting Interest deductions where a Taxable Person generates significant Exempt Income without requiring complex
tracing rules that would be needed if Article 28(2)(b) did apply.
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Article 30: General Interest Deduction Limitation Rule

This Article provides for a general limitation on Net Interest Expenditure deductions. Such limitation is common in other
jurisdictions and is intended to prevent the use of excessive debt financing to artificially reduce the Taxable Income base.
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Clause 1 limits the amount of Net Interest Expenditure that can be deducted up to 30% of the Taxable Person’s adjusted
EBITDA for the relevant Tax Period, to prevent the different tax treatment of equity and debt being exploited through the
use of excessive levels of debt. This is in line with the interest capping rules proposed by Action 4 of the OECD’s Base
Erosion and Profit Shifting project, which have been implemented by many countries around the world.

The accounting EBITDA of the Taxable Person must be adjusted for any income that is exempt from Corporate Tax under
Article 22 such as qualifying dividend income. The purpose of this adjustment is to restrict the deductibility of Interest
expenditure incurred in deriving Exempt Income without requiring the Taxable Person to ‘track and trace’ Interest
expenditure to individual assets and the income that they generate.

“Net Interest Expenditure” is defined in Article 1 as the amount of Interest expenditure that is in excess of the Interest
income amount. Clause 2 provides that the Net Interest Expenditure for a Tax Period is the amount of Net Interest
Expenditure incurred in that period, in addition to any carried forward Net Interest Expenditure that was disallowed under
this Article in previous Tax Periods.

The deduction of allowable Net Interest Expenditure must be taken in the order that the Net Interest Expenditure was
incurred (as specified in Clause 4). In other words, the deduction of Interest expenditure follows a “first in first out” rule,
where carried forward Net Interest Expenditure incurred in earlier Tax Periods is deducted to the fullest extent allowable
before the deduction of Net Interest Expenditure incurred in more recent Tax Periods or in the current Tax Period.

Clause 3 confirms that the limitation of the deductibility of Net Interest Expenditure under Clause 1 only applies where
the Net Interest Expenditure amount exceeds a certain threshold to be specified by the Minister. This Clause is meant to
reduce the administrative burden associated with the interest capping rules by allowing a Taxable Persons to deduct up to
a safe harbour or de minimis amount of Net Interest Expenditure, irrespective of the deductibility limit based on the
EBITDA rule. If a Taxable Person’s Net Interest Expenditure is below the threshold, the limitation under Clause 1 will not
apply. This means that the Taxable Person would be able to deduct the Interest expenditure incurred for the Tax Period in
full, without the need to undertake further calculations.

Clause 4 provides that the amount of Net Interest Expenditure disallowed under Clause 1 may be carried forward and
deducted in the subsequent 10 Tax Periods. The deduction of Net Interest Expenditure in such subsequent Tax Periods must
be applied in the order in which the amounts were incurred, subject to Clauses 1 and 2.

Clause 5 provides that the Net Interest Expenditure that has been disallowed under any other provision of the Corporate
Tax Law (such as Article 31) shall be excluded from the calculation of Net Interest Expenditure under Clause 2.

Recognising that different sectors have different capital needs and risk profiles, and that financial institutions will
commonly be in a net Interest income receipt position, Clause 6 specifies that the general Interest deduction limitation
rules will not apply to banks and insurance businesses. Additionally, the general Interest deduction
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limitation rules under this Article also do not apply to natural persons who are within the scope of Corporate Tax.

Clause 7 allows the Minister to specify the application of Clauses 1 and 2 to Taxable Persons that are related to one or
more Persons through ownership or control such that they are required to prepare consolidated financial statements under
applicable accounting standards.

Consolidated groups for the purposes of this Article are separate from Qualifying Groups and Tax Groups as defined under

the Corporate Tax Law. Whether a Taxable Person forms part of a consolidated group would be dictated by the consolidation
requirements under the applicable accounting standards.
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Article 31: Specific Interest Deduction Limitation Rule

As an exception to the general rule under Article 29 which provides that Interest expenditure is deductible when incurred,
subject to any restriction of the quantum of the allowable deduction under Article 30, this Article stipulates specific
situations in which no deduction can be made for Interest expenditure incurred.

The purpose of this Article is to prevent the Corporate Tax base from being eroded by transactions and arrangements
between Taxable Persons and their Related Parties for the sole or main purpose of creating deductible Interest expenditure
where the income derived from the relevant transaction or arrangement can benefit from an exemption from Corporate Tax.

Specifically, a deduction will not be allowed for Interest expenditure incurred by a Taxable Person on a loan obtained from
a Related Party in respect of certain transactions. This includes, but is not limited to, a dividend or profit distribution, a
change in the capital structure of the Taxable Person or their Related Party(ies), a capital contribution, or the acquisition of
shares of another juridical person that becomes a Related Party following the acquisition. However, the restriction in the
deduction of Interest expenditure shall not apply where the Taxable Person can demonstrate that the main purpose of
obtaining the loan and carrying out these transactions is not to gain a Corporate Tax advantage.

Clause 1 provides that Interest expenditure is not deductible when the following two conditions are met:

e Firstly, the amount must be borrowed, either directly or indirectly, from a Related Party. The term “Related Party” is
defined under Article 35 of the Corporate Tax Law.

e Secondly, the borrowing must be in respect of a transaction specified in Clauses 1(a) to 1(d).

Clause 2 provides an exception to the rule under Clause 1 and allows the Taxable Person to claim an Interest deduction
where it can be demonstrated that the main purpose of borrowing the amount and carrying out the transaction is not to
obtain a Corporate Tax advantage. This will be based on the specific facts and circumstances applicable to each transaction.

For the purposes of Clause 2, Clause 3 provides that the transaction and the related financing are deemed not to have been
entered into for the main purpose of obtaining a Corporate Tax advantage where the Taxable Person can demonstrate that
the recipient of the Interest is subject to Corporate Tax or a tax of a similar character under the applicable legislation of a
foreign jurisdiction at a rate not less than the Corporate Tax rate under Article 3(1)(b).
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Notwithstanding the provisions of this Article, the loan and transaction may still be subject to the general antiabuse rule
provided in Article 50.

Article 32: Entertainment Expenditure

The Corporate Tax Law recognises that as part of conducting a Business or Business Activity, costs could be incurred, for
example, to entertain existing or potential customers or to promote products and services. A deduction for Corporate Tax
purposes should generally be allowed for such type of expenditure following the general rules for deductible expenditure
under Article 28(1).

However, entertainment expenditure will ordinarily involve some degree of personal consumption, requiring the
expenditure to be apportioned in accordance with Article 28(3). As an administrative simplification, this Article allows a

partial deduction of certain entertainment expenditure incurred in a Tax Period without the Taxable Person needing to
apportion the expenditure between Business and personal use.
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Specifically, Clause 1 provides that 50% of any entertainment, amusement, or recreation expenditure incurred during a Tax
Period by a Taxable Person may be deducted from the Taxable Income in the relevant Tax Period. This Clause is subject to
the general provisions of Article 28, which may reduce the amount of expenditure before the 50% deduction under this
Clause is then allowed.

The deductibility limitation under this Article does not apply to expenditure incurred for staff entertainment and such
expenditure is fully deductible.

Clause 2 provides a non-exhaustive list of categories of expenditure that are not allowed as a full deduction against Taxable
Income.

Entertainment expenditure for the purposes of this Article includes, but is not limited to, expenditure on the following items
when incurred for the purposes of receiving and entertaining the Taxable Person’s customers, shareholders, suppliers or
other business partners:

e Maeals;

e Accommodation, such as hotels and other temporary accommodation;

e Transportation, such as taxis, flights and other forms of transport;

e Admission fees, such as the costs of tickets to concerts, sporting events, golf outings and theatres; ® Facilities and
equipment used in connection with such entertainment, amusement or recreation; and @ Any  such other
expenditure as specified by a Ministerial Decision.

Article 33: Non-Deductible Expenditure

This Article specifies certain types of expenditure that are not deductible for Corporate Tax purposes. Similar restrictions
are common in other jurisdictions and help clarify when an amount cannot be taken as a deduction in the calculation of
Taxable Income to prevent profits being reduced in ways that are not desirable for public policy reasons or through
payments that can be artificially manipulated.
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e To encourage social and public welfare activities that are subject to regulatory oversight in the UAE, Clause 1
provides that a deduction for Corporate Tax purposes is only permitted where donations, grants and gifts are made
to Qualifying Public Benefit Entities.

e Clause 2 denies a deduction for fines and penalties which are not payments that are awarded or otherwise set as

compensation or for a breach of contract. Similarly, no deduction is allowed for bribes or other illicit payments under
Clause 3.

Under accounting principles, a business may usually deduct expenditure resulting from illegal acts where the
expenditure was incurred for the purposes of gaining or producing income. However, this Clause disallows such
expenditure to prevent a Taxable Persons from receiving a benefit (in the form of a reduction of Corporate Tax
payable) from committing an illegal act and to prevent diminishing the deterrence value of fines and penalties.

e Clause 4 denies a deduction for dividends, profit distributions and similar payments or benefits provided to the owner
or owners of the Taxable Person.
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Dividends and other profit distributions are payments from the net income or profit of the Taxable Person, and not
expenditure incurred for the purposes of the Taxable Person’s Business. In the absence of a formal distribution of
dividends or share of profits, a deduction for Corporate Tax purpose will also not be allowed for payments that are
in substance a distribution of profits because of their direct relation with, and dependence on, the financial results
of the Taxable Person. This may apply, for example, to the issuance of bonus shares or other non-cash entitlements
in the Taxable Person (or any of its Related Parties) to its direct or indirect owners or to (the portion of) compensation
paid to the direct or indirect owner of a Taxable Person that is not fixed and determinable but instead contingent on
the financial performance of the Taxable Person.

e To prevent profits of natural persons undertaking a Business or Business Activity (directly or through an
Unincorporated Partnership) being reduced through drawings or other amounts taken from the Business for personal
use, Clause 5 denies a deduction for amounts withdrawn from the Business. The same disallowance applies to
amounts allocated or distributions made to a partner in an Unincorporated Partnership.

e Recoverable input VAT and payments for Corporate Tax or taxes on income imposed by authorities outside of the
UAE are not deductible for Corporate Tax purposes under Clauses 6, 7 and 8. Such taxes are not expenditure incurred
in deriving Taxable Income.

e Clause 9 allows the Cabinet to specify other categories of non-deductible expenditure.

There is no materiality or de minimis threshold for non-deductible expenditure, and any expenditure that falls within the
types of expenditure specified under this Article will be non-deductible.
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Chapter Ten: Transactions with Related Parties and Connected Persons

Article 34: Arm’s Length Principle

The Corporate Tax Law contains transfer pricing rules to ensure that the price of a transaction is not influenced by the
relationship between the parties involved. In order to achieve this outcome, this Article prescribes the application of the
internationally recognised “arm’s length” principle to transactions and arrangements between Related Parties (see Article
35).

The UAE’s transfer pricing rules are intended to be aligned with the OECD internationally accepted transfer pricing
standard, and allow Taxable Persons to use relevant guidance as a reference in the application of this Article.

Clause 1 requires the “arm’s length principle” to be followed to establish the prices of transactions and arrangements
between Related Parties. Clause 2 specifies the meaning of the “arm’s length principle” and clarifies that a transfer price
would be considered to meet the “arm’s length principle” if the price between Related Parties is consistent with the results
that would have been realised if parties to the transaction were independent from each other and had engaged in a similar
transaction, or arrangement, under similar circumstances.

Clause 3 lists the acceptable transfer pricing methods that can be used to determine the arm’s length result. As the
determination of an appropriate arm’s length price for each transaction or arrangement is facts and circumstances
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dependent, and differs for each transaction or arrangement, Clause 3 allows the use of one or more transfer pricing methods
to determine the arm’s length transfer price. The order of the methods listed under Clause 3 does not indicate nor imply a
hierarchy of methods that should be used.

Clause 4 provides that transfer pricing methods other than those stipulated under Clause 3 can be applied as long as the
Taxable Person can demonstrate that none of the methods listed in Clause 3 can be reasonably applied to determine an
arm’s length result and that any such other transfer pricing method used satisfies the condition of Clause 2.

Clause 5 specifies that, when choosing the applicable transfer pricing method, the most reliable method must be chosen,
and five factors must be taken into account when determining reliability.

Clause 6 provides that as long as the transfer pricing method used by a Taxable Person can be considered appropriate, the
Authority should base their assessment on whether a transfer price meets the arm’s length principle based on the transfer
pricing method used by the Taxable Person.

Clause 7 confirms that following the application of the transfer pricing methods in accordance with Clauses 3 and 4, an
acceptable arm’s length price may be a range of results or indicators (rather than an absolute number).

Clause 8 provides that the Authority may adjust a Taxable Person’s Taxable Income where the result of any transaction or
arrangement with a Related Party does not fall within the arm’s length range referred to in Clause 7. The Authority is
required to adjust the Taxable Income for an arm’s length price that best reflects the facts and circumstances of the
transaction or arrangement.

Clause 9 specifies that where an adjustment to Taxable Income is made under Clause 8, the information used by the
Authority to make the adjustment decision can or will be made available to the relevant Taxable Person.
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Clauses 10 and 11 provide that when a transfer pricing adjustment is made, a corresponding adjustment to the Taxable
Income of the affected counterparty can or should also be made in order to achieve a tax neutral outcome.

Specifically, as the application of the arm’s length principle may result in the terms of a transaction being altered, Clause
10 allows for the Authority to make a corresponding adjustment to the Taxable Income of the Related Party to the relevant
transaction or arrangement. Clause 11 provides that where the application of the arm’s length principle results in an
adjustment to the transfer price made by a foreign competent authority, a Taxable Person can apply to the Authority to make
a corresponding adjustment to their Taxable Income.

Article 35: Related Parties and Control

This Article defines Related Parties and Control for the purposes of the Corporate Tax Law. These concepts are relevant to
the application of various provisions of the Corporate Tax Law, including the transfer pricing rules provided in Article 34.

Broadly, a Related Party is an individual or juridical person that has a pre-existing relationship with another Person through
ownership, Control or kinship (in the case of natural persons). With respect to ownership and Control, it is internationally
common to set the Related Party ownership threshold at 50% or more, on the basis that a simple majority is typically

sufficient to exert influence and direction over another entity.

Clause 1 defines the situations in which two parties (natural or juridical) may be related to each other.
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In the context of the UAE?, under Clause 1(a), two natural persons are considered to be related to each other for Corporate
Tax purposes if their relationship is within the fourth degree of kinship or affiliation, including by way of adoption or
guardianship. In this regard, kinship includes common blood ties, and affiliation includes relationship by marriage, or if
one natural person’s spouse is related by kinship to the other natural person.

By way of example, the degrees of kinship and affiliation are:

e The first-degree of kinship and affiliation includes a natural person’s parents and children, as well as the parents and
children of their spouse;

e The second-degree of kinship and affiliation additionally includes a natural person’s grandparents, grandchildren,
and siblings, as well as the grandparents, grandchildren, and siblings of their spouse;

e The third-degree of kinship and affiliation additionally includes a natural person’s great-grandparents, great
grandchildren, uncles, aunts, nieces and nephews, as well as the great-grandparents, great grandchildren, uncles,
aunts, nieces and nephews of their spouse.

e The fourth-degree of kinship and affiliation additionally includes a natural person’s great-greatgrandparents, great-
great-grandchildren, grand uncle, grand aunt, grandniece, grandnephew and first cousins, as well as the great-great-
grandparents, great-great-grandchildren, grand uncle, grand aunt, grandniece, grandnephew and first cousins of their
spouse.

Under Clause 1(b), a natural person and a juridical person are considered related to each other where the natural person
(alone or together with one or more Related Parties of the natural person) directly or indirectly

owns at least a 50% ownership interest in, or Controls, the juridical person. A similar test exists under Clause 1(c) to
determine whether two juridical persons are Related Parties of each other. Specifically, under Clause 1(c), two or more
juridical persons are Related Parties even where any Person, alone or together with its Related Parties, directly or indirectly
owns a 50% (fifty percent) or greater ownership interest in or Controls such two or more juridical persons.

Clause 1(d) specifies that a Person and their UAE or Foreign Permanent Establishment will be considered Related Parties
for Corporate Tax purposes. This ensures that the transfer pricing rules under Article 34 apply to transactions between a
Person and their UAE or Foreign Permanent Establishment, and such transactions will be required to be undertaken in
accordance with the arm’s length principle.

Given the direct relationship that exists between partners in an Unincorporated Partnership, as exemplified by, for example,
their shared control over the Business of the Unincorporated Partnership and their unlimited liability for the Business’
debts, Clause 1(e) specifies that partners in the same Unincorporated Partnership will be considered Related Parties for
Corporate Tax purposes. This ensures that transfer pricing rules will apply to transactions between a Person and other
Persons where there is a close business relationship between them, and such transactions will be required to be undertaken
in accordance with the arm’s length principle. Where such partners are not otherwise related because of common ownership
or control or through or kinship (in the case of natural persons), and they transact with each other and the Unincorporated
Partnership in accordance with the economic terms agreed under the contract establishing the Unincorporated Partnership,
it can generally be assumed that the partners transact with each other and the Unincorporated Partnership on an arm’s length
basis.

Clause 1(f) specifies that a Person who is the trustee, founder, settlor or beneficiary of a trust or foundation will be
considered Related Parties of the trust or foundation and its Related Parties. This is intended to ensure that where the trustee,

2 Federal Law No. 5 of 1985 on the Issuance of Civil Transactions Law, and its amendments.
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founder, settlor or beneficiary is a Taxable Person, transactions with the trust or foundation and its Related Parties, including
for example other trustees or beneficiaries, are conducted on an arm’s length basis.

Clause 2 defines Control, as it applies to the Corporate Tax Law, as the ability of a Person, whether in their own right or
by agreement or otherwise, to influence another Person. This Clause provides a non-exhaustive list of how such influence
could be exerted through, for example:

e cxercising 50% or more of the voting rights, or

e the ability to appoint the majority of directors of the other Person, or

e the entitlement to the majority of the profits of the other Person, or e the ability to significantly influence the
conduct of a Business.

Article 36: Payments to Connected Persons

Generally, payments made by a Taxable Person during the course of conducting its Business (and that are not capital in
nature) are deductible under Article 28. Examples of these payments include amounts for provision of services, or any
salary and wages paid. However, and supplementary to the arm’s length principle that must be observed for transactions
between Related Parties under Article 34, this Article provides that amounts paid to a Taxable Person’s “Connected
Persons” are deductible only if (and insofar) such amounts correspond with
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the Market Value of the transaction. In other words, a deduction would be denied on any portion in excess of the Market
Value.

The purpose of this Article is to prevent Taxable Persons reducing their Corporate Tax liability by allocating excessive
payments to natural persons who have a close connection to the Taxable Person (defined under Clause 2 as “Connected
Persons”), particularly where any income derived by such natural persons in their personal capacity would not be subject
to Corporate Tax in the UAE.

In this context, Clause 1 specifies that a deduction for Corporate Tax purposes shall only be allowed to the extent the
amount paid for the service or benefit provided by the Connected Person does not exceed the Market Value of the service
or benefit provided.

Clauses 2 and 3 provide a definition for Connected Persons that links Taxable Persons to other Persons more widely than
the definition provided for Related Parties in Article 35. Under Clause 2, a Connected Person includes an owner of the
Taxable Person, a director or officer of the Taxable Person, or a Related Party of either of these Persons referred to. Under
Clause 3, a Person will be considered an owner of a Taxable Person if they are a natural person who directly or indirectly
owns an ownership interest in the Taxable Person or who controls the Taxable Person.

Where a Taxable Person is a partner in an Unincorporated Partnership, Clause 4 provides that any other partner in that
Unincorporated Partnership is a Connected Person of that Taxable Person, as is any Person who is a Related Party of that
partner.

Clause 5 specifies that the relevant provisions of Article 34 will apply when determining that a payment or benefit provided

by a Taxable Person to a Connected Person corresponds with the Market Value of the service or benefit (or otherwise)
provided by the Connected Person.
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To ease the compliance burden associated with complying with this Article, Clause 6 specifies that Clause 1 shall not apply
to a Taxable Person whose shares are traded on a Recognised Stock Exchange or that is subject to regulatory oversight of
a competent authority in the UAE. This on the basis that there should be sufficient oversight from independent parties to
ensure that the pricing of transactions between the Taxable Person and its Connected Persons should not be influenced by
the relationships of the parties.
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Chapter Eleven: Tax Loss Provisions

Article 37: Tax Loss Relief

The Corporate Tax Law allows Tax Losses incurred in one Tax Period to be offset against the Taxable Income of a
subsequent Tax Period under certain conditions. The purpose of providing this relief is to ensure that businesses are taxed
consistently regardless of the profile of their profits over time, and the amount of Corporate Tax paid by a business over its
lifetime would (subject to certain conditions) be the same no matter when such profits and losses are earned or incurred.

Specifically, this Article provides for a deduction to be made for Tax Losses and specifies the conditions under which
available Tax Losses may be used to reduce the Taxable Income of a Taxable Person in subsequent Tax Periods.

A Tax Loss, as defined in Article 1, is any negative Taxable Income for a given Tax Period as computed in accordance with
the rules set out in Article 20. Negative Taxable Income may arise, for example, where a Taxable Person incurred more
expenditure than they generated Revenue in the relevant Tax Period.

Clause 1 provides that if a Taxable Person incurred a Tax Loss in a given Tax Period, this Tax Loss may be used to reduce
the Taxable Income of subsequent Tax Periods. This provision ensures that a Taxable Person is able to carry forward and
utilise their accumulated Tax Losses to reduce the Taxable Income earned in subsequent Tax Periods.

Clause 2 limits the amount of Tax Losses that can be utilised to reduce the Taxable Income for each Tax Period. Specifically,
the amount of Tax Losses that can be used is limited to 75% of the Taxable Income in any Tax Period before any Tax Loss
relief has been applied. For example, if the Taxable Income for a Tax Period is AED 1,000,000, the amount of the Tax
Losses that can be used to reduce this Taxable Income cannot exceed AED 750,000, being 75% of AED 1,000,000.

This Clause also allows the Cabinet to determine another percentage for the Tax Loss limitation and prescribe the
circumstances in which the amount of Tax Losses that can be used to reduce the Taxable Income for a subsequent Tax
Period may exceed the 75% threshold.
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Clause 3 provides that certain types of losses cannot be considered Tax Losses for the purposes of the Corporate Tax Law.
These types of losses are essentially losses where businesses have not suffered economic loss for Corporate Tax purposes.

Clause 4 provides that if a Taxable Person is not able to fully utilise its available Tax Losses in the following Tax Period,
such Tax Losses may be carried forward to a subsequent Tax Period until the Tax Losses are fully utilised. This Clause also
clarifies that to the extent there are Tax Losses brought forward from prior Tax Periods, such Tax Losses must be used to
offset against the Taxable Person’s Taxable Income first, before any excess amount can be utilised by other group
companies under Article 38 or carried forward under Article 39.

Article 38: Transfer of Tax Loss

This Article allows Tax Losses to be transferred between Resident Persons with a common ownership of at least 75%.

74
The ability to transfer Tax Losses covers both Tax Losses arising in a current Tax Period and those brought forward from a
previous Tax Period. Similar rules exist in other jurisdictions and help ensure that Corporate Tax is applied to the economic
unit that generates Taxable Income as a whole.

The ability to transfer Tax Losses under this Article supplements the rules on Tax Groups in Chapter Twelve, which
provides another opportunity for Tax Losses to be utilised amongst Taxable Persons that are (practically) wholly commonly
owned. The provisions of this Article ensure that where juridical persons are not 95% or more held by the same
shareholders, but are still at least 75% commonly owned, they can benefit from the Tax Losses transfer rules.

Clause 1 defines when a relationship between two Taxable Persons is sufficiently close to allow a Tax Loss to be transferred
by one Taxable Person and used to reduce the Taxable Income of the other Taxable Person. These conditions mirror to some
extent those that identify a Qualifying Group (see Article 26) insofar as they apply to Resident Persons (except that Article
38 does not cover UAE Permanent Establishments of NonResident Persons).

Clause 1(d) requires that the common ownership of at least 75% must exist from the start of the Tax Period in which the
Tax Loss is incurred to the end of the Tax Period in which the other Taxable Person offsets the Tax Loss transferred
against its Taxable Income.

Clause 2 specifies the corresponding effects where a transfer of Tax Losses from one Taxable Person to another Taxable
Person takes place. Clause 2(a) provides that when Tax Losses are transferred, the transferred Tax Losses may be used by
the other Taxable Person as a deduction to reduce their Taxable Income for the relevant Tax Period. A single Taxable Person
may transfer their Tax Losses to more than one Taxable Person provided that in each case the relationship of the recipient
Taxable Person with the Taxable Person transferring their Tax Losses meets the conditions specified under Clause 1.

Clause 2(b) confirms that the total Tax Loss offset used by the receiving Taxable Person must be within the 75% limit
provided for in Article 37(2). Where a single Taxable Person transfers Tax Losses to more than one Taxable Person, this
threshold applies separately to each recipient of the Tax Loss based on the Taxable Income (before utilising any form of
Tax Loss relief) of the receiving Taxable Person in the relevant Tax Period.

Clause 2(c) provides that the Taxable Person who transfers Tax Losses to another Taxable Person must reduce their
available Tax Losses by the amount of the Tax Losses transferred. For instance, if a Taxable Person (Person One) has
available Tax Losses of AED 1,000,000 and AED 200,000 of these Tax Losses are transferred to another Taxable Person,
Person One will be left with AED 800,000 (being AED 1,000,000 less AED 200,000) of Tax Losses available to reduce
their own Taxable Income in future Tax Periods.
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Article 39: Limitation on Tax Losses Carried Forward

This Article provides that Tax Losses can only be carried forward by a Taxable Person from one Tax Period to a subsequent
Tax Period where there is either a continuity of ownership or a continuity of the Business or Business Activity of the
Taxable Person.

The purpose of placing a continuity requirement on the ability to utilise Tax Losses is to prevent the benefits of Tax Losses
being enjoyed by those that did not suffer the economic costs when the Tax Losses were incurred in the first place. In
addition, introducing a rule to restrict the ability to carry forward Tax Losses represents a specific anti-abuse measure to
prevent the practice of ‘loss trading’, where entities could artificially reduce their Corporate Tax liability through acquiring
entities with Tax Losses.
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The above policy objectives have been reflected in this Article, with Clause 1 providing that a Tax Loss can only be carried
forward and utilised in accordance with Article 37 if a continuity of ownership or Business continuity test is met.

Clause 1(a) clarifies what conditions must be met for there to be sufficient continuity of ownership in the Taxable Person.
Specifically, in order for a Tax Loss to be carried forward, the same Person or Persons must have continuously owned at
least a 50% ownership interest in the Taxable Person from the beginning of the Tax Period in which the Tax Losses are
incurred to the end of the Tax Period in which the Tax Losses are to be utilised.

If a Taxable Person does not maintain sufficient ownership continuity, under Clause 1(b), Tax Losses can nevertheless be
carried forward where the Taxable Person continues to conduct the same or a similar Business or Business Activity in the
Tax Period that the Tax Losses are to be utilised before the change of ownership occurred. This is further specified in
Clause 2.

Having the ability to carry forward Tax Losses where there is either sufficient continuity of ownership or where the core
Business or Business Activity of the Taxable Person continues (even if in a different manner) is meant to support economic
activity by encouraging businesses to seek out new opportunities and ventures in an attempt to return to profit.

Clause 2 provides a non-exhaustive list of relevant factors for determining whether or not a Taxable Person has continued
to conduct the same or a similar Business or Business Activity. In this context, “similar” does not mean similar “kind” or
“type” to the previous Business or Business Activity; rather, one should consider all of the commercial operations of the
previous Business or Business Activity and compare that of the new Business or Business Activity to determine whether
the two activities are “similar” through using the non-exhaustive factors listed under Clause 2.

This determination is dependent on the specific facts and circumstances. However, for the current Business or Business
Activity to be considered the same or similar to the former Business or Business Activity, there should be a clear closeness
in the identity of the operations of the former Business or Business Activity and the current Business or Business Activity.
If a Business or Business Activity changes its core characteristics, or if there is a change as a result of either the
commencement, the acquisition or the cessation of activities, then the new Business or Business Activity may not be
considered to be the same or similar to the previous one.

Clause 3 provides that Clause 1 shall not apply to a Taxable Person whose shares are listed on a Recognised Stock
Exchange. This is an administrative simplification that assumes that entities listed on a Recognised Stock Exchange have

maintained sufficient continuity, and will be able to utilise Tax Losses brought forward from prior
Tax Periods, irrespective of the extent of changes in their ownership or activities.
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Chapter Twelve: Tax Group Provisions

This chapter contains the provisions concerning the formation of a Tax Group between a Resident Person and one or more
resident juridical persons. A Tax Group for Corporate Tax purposes is different from a Tax Group for VAT purposes.

Article 40: Tax Group

In principle, every Taxable Person is independently subject to Corporate Tax, which is the expression of the internationally
accepted separate entity approach. An exception to this approach is provided in this Article which prescribes the rules for
multiple Resident Persons to apply to act as one Taxable Person with regards to the provisions of the Corporate Tax Law.

Within a Tax Group, the resident juridical persons that make up the Tax Group are treated as a single Taxable Person for
Corporate Tax purposes. As a result, transactions between the members of the Tax Group are, mostly, disregarded, and the
Taxable Income of a member is generally automatically offset against any Tax Loss of another member.
Although the members of a Tax Group remain formally subject to Corporate Tax, the financial statements of the individual
members of the Tax Group must be consolidated for Corporate Tax purposes, and the representative member of the Tax
Group (the “Parent Company”) will settle the Corporate Tax payable by and on behalf of the Tax Group.
To form a Tax Group, Clause 1 provides that all of the following conditions must be met:

e The Parent Company and the Subsidiaries are resident juridical persons;

e The Parent Company must own 95% or more of the share capital and voting rights of the other resident juridical

persons wishing to form the Tax Group with the Parent Company (each called a “Subsidiary”), be it directly or

indirectly through one or more Subsidiaries;

e The Parent Company must be entitled to 95% or more of the Subsidiary’s profits and net assets, be it directly or
indirectly through one or more Subsidiaries;

e Neither the Parent Company nor the Subsidiary can be an Exempt Person or a Qualifying Free Zone Person; and

e The Parent Company and the Subsidiary must have the same Financial Year and prepare their financial statements
using the same accounting standards.

The 95% threshold allows for situations in which there is a minority interest holder, for example where applicable law
requires at least two shareholders for the incorporation of the juridical person.

As an exception to the condition under Clause 1(e), Clause 2 allows one or more Subsidiaries in which a Government

Entity directly or indirectly holds a 95% or greater ownership interest to form a Tax Group, as long as each ownership
interest meets the conditions under Clauses 1(b) to 1(d) and any other conditions that may be prescribed by the Authority.
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Where all of the conditions under Clause 1 are met, an application shall be submitted to the Authority by the Parent
Company and each Subsidiary wishing to form or join a Tax Group in accordance with Clause 3.

Once approved, Clause 4 provides that the Tax Group shall be treated as one single Taxable Person for the purposes of the
Corporate Tax Law from the date specified in Article 41, represented by the Parent Company.
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Clause 5 clarifies that the formation of a Tax Group would require the Parent Company to comply with all the obligations
set out in Chapters Fourteen, Sixteen and Seventeen of the Corporate Tax Law, being:

e The Parent Company will be responsible for settling the Tax Group’s Corporate Tax due and applying for any
Corporate Tax refund (as provided for under Chapter Fourteen of the Corporate Tax Law);

e The Parent Company will be responsible for complying with the requirement to register and deregister for Corporate
Tax purposes on behalf of the Tax Group (as stipulated under Chapter Sixteen of the Corporate Tax Law); and

e The Parent Company will be responsible for filing a Tax Return, maintaining relevant financial statements, keeping
the required records, maintaining transfer pricing documentation, and submitting a clarification to the Authority (if
required) (as required under Chapter Seventeen of the Corporate Tax Law).

Without prejudice to the above, Clause 6 clarifies that the Parent Company and each of the Subsidiaries shall remain jointly
and severally liable for any Corporate Tax Payable (and any associated penalties) of the Tax Group for those Tax Periods
in which they are members of the Tax Group. Jointly and severally means that all of the members of the Tax Group together
are liable to meet the Corporate Tax liability of the Tax Group, and at the same time each individual member of the Tax
Group has a standalone obligation to meet the Corporate Tax liability of the Tax Group. Such liability can, however, be
limited to one or more members of the Tax Group following approval by the Authority as per Clause 7.

As provided in Clause 8, all the members of the Tax Group will remain responsible for the provisions under Article 45 of
the Corporate Tax Law regarding Withholding Tax. This means that as and when the Withholding Tax rate is increased
from 0%, each member of the Tax Group will be responsible for deducting Withholding Tax and remitting amounts
deducted to the Authority on payments subject to Withholding Tax made by them. It will not be the responsibility of the
Parent Company to fulfil the Withholding Tax obligations on behalf of the Subsidiaries of the Tax Group.

Clause 9 stipulates that a Subsidiary can join an existing Tax Group following submission of an application to the Authority
by the Parent Company and the relevant Subsidiary. The Subsidiary should meet the other requirements to be a member of
a Tax Group as specified in Clause 1.

In case a Subsidiary no longer meets the conditions under Clause 1, that Subsidiary shall leave the Tax Group under Clause
10. Additionally, a Subsidiary can voluntarily leave the Tax Group following approval by the Authority of an application
by the Parent Company and the relevant Subsidiary.

Clause 11 determines that a Tax Group shall cease to exist when the Authority approves an application by the Parent
Company, or the Parent Company no longer meets the conditions to form a Tax Group as specified in Clause 1.

As set out in Clause 12, a Parent Company can apply to the Authority to be replaced by another Parent
Company without discontinuation of the Tax Group when the new Parent Company meets the conditions
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specified in Clause 1 (in relation to the existing Tax Group), or the former Parent Company ceases to exist and the new
Parent Company or a Subsidiary is its universal legal successor.

Clause 13 stipulates that the Authority has the right, at its discretion, to dissolve a Tax Group or change the Parent Company
of a Tax Group based on information available to the Authority. The Authority is required to notify the Parent Company
when it exercises this discretionary power to dissolve the Tax Group or change the Parent Company.

Article 41: Date of Formation and Cessation of a Tax Group

This Article specifies the date on which a Tax Group becomes effective and ceases to exist, and when a Subsidiary is treated
as having joined or having left a Tax Group.
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Clause 1 provides that a Tax Group will be formed (or a Subsidiary can join an existing Tax Group) from the beginning of
the Tax Period specified in the application submitted to the Authority. However, the Authority has the right to determine
another Tax Period that a Tax Group may be formed (or a Subsidiary may join an existing Tax Group).

In case a Subsidiary leaves the Tax Group following approval by the Authority of an application made under Article
40(10)(a) or Article 40(11)(a), the Subsidiary shall be treated as leaving the Tax Group from the beginning of the Tax
Period specified in the application submitted or any other Tax Period determined by the Authority. The same applies in case
a Tax Group ceases to exist following approval of an application made to the Authority.

In case a Parent Company or a Subsidiary fails to meet the conditions under Article 40(1), for instance when the shares in
a Subsidiary are sold to a third party and the subsidiary no longer meets the ownership test, the subsidiary shall be treated
as leaving the Tax Group from the beginning of the Tax Period in which it no longer meets these conditions.

Article 42: Taxable Income of a Tax Group

As a result of forming the Tax Group, one (consolidated) Taxable Income will be calculated for the Tax Group. Clause 1
stipulates that the Parent Company shall consolidate the financial results, assets and liabilities of each Subsidiary with the
Parent Company for the relevant Tax Period, thereby eliminating transactions between the members of a Tax Group.

The Tax Group must prepare consolidated financial statements in accordance with accounting standards as defined in
Clause 11.

Clause 2 clarifies that the Corporate Tax Law shall apply to the Tax Group rather than to the individual group members
subject to any necessary alterations. For example, the Taxable Income threshold under Article 3(1) will apply to the Taxable
Income of the Tax Group, and not to each member individually.

As a rule, the Tax Group takes effect from the beginning of a Tax Period. In order to prevent retroactive effect of the Tax
Group and its consolidation, Clause 3 provides that pre-Grouping Tax Losses of an individual Subsidiary cannot be used
to offset the Taxable Income of other members of the Tax Group. Whilst such preGrouping Tax Losses will become the
Tax Losses of the Tax Group, they can only be used to offset the Taxable Income of the Tax Group insofar this income is
attributable to the relevant Subsidiary. Similarly, Clause 4 specifies that in case a new Subsidiary joins an existing Tax
Group, the unutilised Tax Losses of the existing
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Tax Group cannot be used to offset the Taxable Income of the Tax Group insofar this income is attributable to the new
Subsidiary.

Clause 5 clarifies that the utilisation of pre-Grouping Tax Losses or the utilisation of Tax Losses of the Tax Group under
Clause 4 is subject to the Tax Loss provisions in Articles 37 and 39.

Clause 6 provides that in case a Subsidiary leaves a Tax Group, Tax Losses of the Tax Group shall remain with the Tax
Group, unless that relevant Subsidiary has any unutilised Tax Losses that originate from the period before joining the Tax
Group. Any such remaining pre-Grouping Tax losses will stay with that relevant Subsidiary.

Clause 7 confirms that where a Tax Group ceases to exist, unutilised Tax Losses of the Tax Group shall be allocated as
follows:

e In case the Parent Company continues to be a Taxable Person, the Tax Losses will remain with the Parent Company;
or

e In case the Parent Company ceases to be a Taxable Person, the unutilised Tax Losses shall not be available to offset
against future Taxable Income of individual Subsidiaries. This rule does not apply where these losses consist of
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unutilised Tax Losses of a Subsidiary from the period before joining the Tax Group. Further, where the Parent
Company is replaced by another Parent Company under Article 40(12), Clause 8 provides that the Tax Losses shall
remain with the Tax Group.

As a result of the consolidation under Clause 1, transactions between members of a Tax Group will generally not be
considered when determining the Taxable Income of the Tax Group. An exception to this is given in Clause 9 for situations
where an asset or liability is transferred between members of a Tax Group, and either of these members involved in the
transaction leaves the Tax Group within two years. In such a case, any taxable gain or loss that would otherwise have arisen
on the relevant transfer must be included in the Taxable Income of the Tax Group. This is to prevent a direct sale of an asset
or liability being transformed into an indirect sale, i.e. through the sale of a Subsidiary owning the asset or liability that
would be exempt under the Participation Exemption.

Clause 10 provides that the Taxable Income associated with this transaction shall be taken into account on the date any of
the members involved in the transaction leave the Tax Group. Additionally, it will result in a corresponding adjustment of

the cost base for Corporate Tax purposes of the relevant asset or liability.

Chapter Thirteen: Calculation of Corporate Tax Payable

Article 43: Currency

This Article confirms that all amounts taken into account for the purpose of the Corporate Tax Law must be quantified in
the United Arab Emirates dirham. This provides for a consistent approach and, internationally, taxable income is generally
calculated, and resulting taxes payable are generally settled in the domestic currency.

This Article also provides for the conversion of foreign currencies to the United Arab Emirates dirham for the purposes of

the Corporate Tax Law. Any amount in a foreign currency must be converted, at the applicable exchange rate set by the
Central Bank of the United Arab Emirates, to United Arab Emirates dirhams. This will
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be relevant, for example, when an amount is paid in a currency other than the United Arab Emirates dirhams, such as in
Euro. This also applies to foreign tax for which a credit is claimed under Article 47.

In principle, Taxable Persons are expected to translate the amounts denominated in a foreign currency at the time the
relevant income is derived or expenditure incurred is taken into account for the purposes of the Corporate Tax Law. This is

subject to any conditions that may be prescribed in a decision issued by the Authority.

When converting a foreign currency to the United Arab Emirates dirham, businesses should use a reasonable and consistent
approach throughout the entirety of the Tax Period.

Article 44: Calculation and Settlement of Corporate Tax

This Article provides for the order in which the Corporate Tax due should be settled.

Clause 1 provides that, in the first instance, a Taxable Person’s Corporate Tax due will be settled by using the Taxable
Person’s available Withholding Tax Credit as determined under Article 46. If the amount of the Taxable Person’s

Withholding Tax Credit is greater than the amount of Corporate Tax payable for the Tax Period, then the excess Withholding
Tax Credit shall be refunded to the Taxable Person in accordance with Article 49.
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If there is any remaining Corporate Tax due after fully utilising the Withholding Tax Credit, Clause 2 provides that the
Taxable Person can utilise its available Foreign Tax Credit as determined under Article 47 to settle their Corporate Tax
due.

If the amount of the Taxable Person’s Foreign Tax Credit is greater than the amount of Corporate Tax payable for the Tax
Period, any excess Foreign Tax Credit will be forfeited, and no refund will be given by the Authority for the excess Foreign
Tax Credit amount. For further details on Foreign Tax Credits, please refer to Article 47.

To the extent there is any remaining Corporate Tax due after fully utilising the Taxable Person’s available Foreign Tax
Credit, Clause 3 provides that the Taxable Person can utilise any credits or other forms of relief as specified in a Cabinet
Decision.

To the extent there is any amount of Corporate Tax due that remains after utilising available tax credits under Clauses 1, 2
and 3, Clause 4 requires the Taxable Person to settle this balance in accordance with Article 48. That is, the remaining
Corporate Tax Payable amount must be settled within nine months from the end of the relevant Tax Period.

Article 45: Withholding Tax

Withholding taxes are a common form of imposing income tax on cross-border transactions and other payments involving
non-residents, and in other situations where a withholding tax would provide a means of protecting the tax base.

This Article provides the basis for the imposition of Withholding Tax, sets the applicable rate, determines its scope and
provides for its payment.

Clause 1 provides that the following income shall be subject to Withholding Tax:
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e The categories of State Sourced Income derived by a Non-Resident Person as prescribed in a Cabinet Decision issued

pursuant to this Article, insofar as such income is not attributable to a Permanent Establishment of the Non-Resident
Person in the UAE; and

e Any other income as specified in a Cabinet Decision.

At the time of enactment of the Corporate Tax Law, the applicable Withholding Tax is 0%. However, the applicable
Withholding Tax rate could be changed through a Cabinet Decision.

Clause 2 specifies that the amount of Withholding Tax payable under Clause 1 is deducted from the gross amount of the
relevant payment being made and the amount withheld should be remitted to the Authority within a prescribed timeline.
This Clause also specifies that the Authority will prescribe the processes, procedures and timeline that will be followed to
withhold and remit the tax deducted.

Article 46: Withholding Tax Credit

This Article provides that when a Person becomes a Taxable Person during a Tax Period, by for example forming a
Permanent Establishment in the UAE under Article 14, they can claim a Withholding Tax Credit in relation to any
Withholding Tax paid in that same Tax Period under Article 45.

Clause 1 specifies that if a Person becomes a Taxable Person in a Tax Period, its Corporate Tax due under the Corporate
Tax Law under Article 3 can be reduced by the amount of Withholding Tax Credit for that Tax Period, as specified in
Clause 2.
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Clause 2 stipulates that the amount of Withholding Tax Credit will be equal to Withholding Tax in that Tax Period, unless
the amount of Withholding Tax paid is greater than Corporate Tax due, in which case the Withholding Tax Credit can only
be claimed up to the amount of Corporate Tax due.

Clause 3 provides that a refund will be available to the Taxable Person if their Withholding Tax Credit exceeds the
amount of Corporate Tax due in the same Tax Period. In accordance with Article 49, this refund will equal the difference
between the amount of Withholding Tax Credit and the amount of Corporate Tax due.

The provisions of this Article will become relevant and applicable when the UAE decides to activate its Withholding Tax
mechanism and levy Withholding Tax at a rate higher than 0%.

Article 47: Foreign Tax Credit

As discussed under Article 12, the Corporate Tax regime applies both the source and residence basis of taxation, where
Resident Persons are taxed on their income irrespective of the source of such income. To mitigate or prevent potential
double taxation of such income, the Corporate Tax Law exempts qualifying foreign sourced income via the Participation
Exemption regime (see Article 23) and the Foreign Permanent Establishment exemption regime (see Article 24).

To the extent an exemption for foreign sourced income cannot be claimed, and foreign sourced income is included in the
Taxable Income of a Resident Person, potential double taxation can nevertheless be reduced or eliminated under this Article
by allowing the Taxable Person to claim a credit for income tax paid in the foreign jurisdictions in respect of such foreign
sourced income against the Corporate Tax Payable on that same income. This is also confirmed in Article 1 which defines
“Foreign Tax Credit” as the amount of tax paid under the laws
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of a foreign jurisdiction on income or profits that may be used to reduce the amount of Corporate Tax payable in the UAE.

A Foreign Tax Credit is available for any foreign tax that is of a similar character to Corporate Tax. An amount of tax paid
in a foreign jurisdiction may be considered to be of a similar character to Corporate Tax where the amount is imposed by,
and payable to, a non-UAE government, and the payment of such an amount is compulsory and enforceable by law in that
foreign jurisdiction. In addition, the amount should be imposed on profit or net income (i.e. income less deductions).

It is not relevant whether the amount is imposed under a separate legislation from the primary taxing legislation of the
foreign jurisdiction. The name given to the tax paid in the foreign jurisdiction is also not relevant in determining whether
such an amount is of a similar character to Corporate Tax.

Further, the method by which an amount is collected is not a decisive factor in determining whether an amount can be
considered to be of similar character to Corporate Tax. That is, should a foreign jurisdiction collect its corporate or business
profits tax by way of a withholding tax mechanism (which is typically calculated and collected as a percentage of a gross
amount of payment), such a collection mechanism does not alter the nature of the foreign jurisdiction’s tax on business
profits.

Some jurisdictions impose amounts calculated on different components to the tax base, and such components may be based
on both an income and a non-income element. Where the tax in the foreign jurisdiction is, for the most part, imposed on or
by reference to income, and it would be administratively burdensome to split the amount into separate elements, provided
the amount can meet the other conditions outlined above and none of the exclusions apply, such an amount should be
considered to be of a similar character to Corporate Tax.

The following is a non-exhaustive list of items that are not considered to be of a similar character to Corporate Tax:

e Consumption taxes such as Value Added Tax / Goods and Services Tax / Sales Tax;
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e Customs duty / Excise Tax / other forms of import duties;
e Transaction taxes such as stamp tax and capital duty;

e Property taxes and wealth taxes calculated based on ownership of specified items or value of assets without regard
to income; and

e Estate Tax / other forms of inheritance taxes and duties.

Clause 1 provides that Corporate Tax due under Article 3 may be reduced by the amount of Foreign Tax Credit for the
relevant Tax Period.

Clause 2 provides that the amount of Foreign Tax Credit to be claimed by a Taxable Person cannot exceed the amount of
Corporate Tax payable in respect of the foreign sourced income that is included in Taxable Income.

For example, if the amount of Corporate Tax due on the foreign sourced income is AED 100,000, then the maximum amount
of the Foreign Tax Credit that can be claimed will be the lower of (1) the actual amount of tax (that is of similar character
to Corporate Tax) paid in the foreign jurisdiction, or (2) AED 100,000 (being the amount of the Corporate Tax due on the
foreign sourced income).
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It is noted that agreements for the avoidance of double taxation to which the UAE is a party may specify the methods for
providing relief from double taxation which may be different to those set out in Article 47. In accordance with Article 66,
the rules specified under an applicable agreement for the avoidance of double taxation would prevail in such instances.

Clause 3 specifies that, should any unutilised Foreign Tax Credit exist as a result of Clause 2, such amount would be
forfeited, and would not be able to be carried forward to be used in the next period or carried back to an earlier period.

For instance, and to continue from the earlier example, if the actual amount of tax (that is of similar character to Corporate
Tax) paid in the foreign jurisdiction is equal to AED 150,000, but the Corporate Tax due on the foreign sourced income is
only AED 100,000, then the difference of AED 50,000 will be forfeited, and will not be able to be utilised by the Taxable
Person to reduce their Corporate Tax payable.

Consistent with Corporate Tax being a self-assessment regime, it is the responsibility of a Taxable Person seeking to claim
a credit under this Article to demonstrate that the amount paid in a foreign jurisdiction is eligible to be a Foreign Tax Credit.
This responsibility is specified under Clause 4, where it is confirmed that it is the responsibility of the Taxable Person to
maintain all the records necessary for the purposes of claiming a Foreign Tax Credit. This would include, for instance,
proof of the tax paid under the laws of a foreign jurisdiction.

In this regard, “paid” means the amount that has been remitted or otherwise accrued to the tax authorities in the foreign
jurisdiction (and as such represents a committed amount to the foreign tax authority). The amount would not be considered
as paid to the foreign tax authority if the tax liability in the foreign jurisdiction is contingent or has not yet formally accrued.
An amount of tax paid in a foreign jurisdiction that has been refunded or has been confirmed as being refundable will also
not be considered as “paid”.
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Chapter Fourteen: Payment and Refund of Corporate Tax

Article 48: Corporate Tax payment

This Article sets the timeline and a deadline for the payment of Corporate Tax. This provides Taxable Persons with clarity
over their obligations and ensures that the Authority is able to collect the Corporate Tax due within a reasonable timeframe.

This Article provides that the Corporate Tax Payable under the Corporate Tax Law must be settled within nine months from
the end of the relevant Tax Period, or by such other date as directed by the Authority. This coincides with the due date for
filing of Tax Returns (see Article 53) and means that Taxable Persons will be able to pay Corporate Tax at the same time
as filing their Tax Return. This is consistent with Corporate Tax being a self-assessed tax and is meant to minimise the
compliance burden for taxpayers.

A Person who fails to pay Corporate Tax by the due date will be in violation of the Corporate Tax Law and the Tax
Procedures Law, and in such cases shall be liable for the applicable penalties.

Article 49: Corporate Tax Refund

It is necessary to allow for refunds in cases where Taxable Persons have overpaid and are owed money by the Authority.
This Article details the circumstances in which a Taxable Person can apply to the Authority to obtain a refund of Corporate
Tax.

Clause 1 provides that a Taxable Person may apply to the Authority for a refund in accordance with the processes and
procedures set out in the Tax Procedures Law, this being the law that governs the administrative aspects of Corporate Tax
and other federal taxes in the UAE. This Clause also confirms that Corporate Tax will be refunded by the Authority under

the following circumstances:

e The amount of Withholding Tax Credit (Article 46(1)) available to a Taxable Person in a Tax Period exceeds the
amount of Corporate Tax that is due in the same Tax Period; or

e The Authority is satisfied that the Taxable Person has paid Corporate Tax in excess of their Corporate Tax Payable.

Clause 2 specifies that the Authority will respond to the refund application made under Clause 1 by issuing a decision in
accordance with the Tax Procedures Law. This is the standard practice in the UAE with respect to a refund request.
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Chapter Fifteen: Anti-Abuse Rules
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Article 50: General Anti-Abuse Rule
This Article provides for a general anti-abuse rule applicable to Corporate Tax.

Any tax system can create incentives and opportunities for taxpayers to alter their behaviours to reduce their tax liabilities.
Under most circumstances, such behaviours are acceptable, as taxpayers are permitted to optimise their tax position in a
manner consistent with the purpose and provisions of the legislation. However, in some cases, taxpayers may seek to reduce
their tax liabilities in a way that is not consistent with the original intent and purpose of the law whilst still complying with
the letter of the law. Such activity is typically considered abusive, and it is internationally common for tax laws to include
rules designed to curb such behaviour.

Although the Corporate Tax Law is designed to be business friendly and to encourage and maintain a stable investment
environment, it is also necessary that the Corporate Tax Law contains the relevant and adequate safeguards to protect the
integrity of the Corporate Tax regime. On this basis, the Corporate Tax Law includes not only targeted tax base protection
measures (e.g. interest capping rules), but also a general anti-abuse rule.

The reason for a general anti-abuse rule is so that the Corporate Tax Law can be kept simple and permissive. It means that
the Corporate Tax Law does not have to consider every possible way that taxpayers could seek to exploit the scope and
reliefs of the Corporate Tax Law and any attempts to achieve a Corporate Tax benefit through abusive tax avoidance
schemes may be addressed under this Article.

On this basis, this Article has been designed to allow the Authority to counteract transactions or arrangements for Corporate
Tax purposes where it can be reasonably concluded that there is not a valid non-tax reason for the transaction, and one of
the main purposes is to secure a Corporate Tax advantage that is not consistent with the intention or the purpose of the
Corporate Tax Law. The Article thus provides for a power that can be exercised by the Authority to take action against tax
abuse in a defined set of circumstances.

Clause 1 sets out the circumstances under which the anti-abuse rule would apply. This is based on a test of whether it can
be reasonably concluded that the transaction is not entered into or carried out for a valid commercial or other non-fiscal
reason which reflects economic reality, and where the main purpose of it is to obtain a Corporate Tax advantage (explained
under Clause 2) that is not consistent with the intention or purpose of the Corporate Tax Law. The Article requires that this
test is made having full regard of all relevant circumstances and Clause 5 further specifies the facts that must be taken into
account in determining whether the Article applies.

Importantly, the Person who has the requisite purpose and the Person who obtained the tax benefit need not be the same
Person. In other words, this Article can apply when a Person enters into a transaction or arrangement if the main purpose
(or one of the main purposes) of the transaction or arrangement is to allow another Person to obtain a tax benefit.

Clause 2 provides a non-exhaustive list of examples of circumstances that are considered a Corporate Tax advantage for
the purposes of Clause 1. The following are a “Corporate Tax advantage” for the purposes of this Article:

e arefund or an increased refund of Corporate Tax; or

e the avoidance or reduction of Corporate Tax Payable; or
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e the deferral of a payment of Corporate Tax or the advancement of a refund of Corporate Tax. The advantage here
may not be to achieve additional monetary benefit, as overall the fiscal position will often be correct. However, there
will be a time and cash flow advantage gained through, for example, accelerating Tax Losses in a way that goes
against the spirit of the Corporate Tax Law, where the correct amount of Corporate Tax should be paid at the right
time; or
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e the avoidance of an obligation to deduct or account for Corporate Tax.

When the Authority is satisfied that a Corporate Tax advantage has been unduly obtained under Clause 1, Clause 3
empowers the Authority to make a determination that the Corporate Tax advantages obtained as a result of the transaction
or arrangement within the scope of this Article are to be counteracted or adjusted. In other words, Clause 3 allows the
Authority to “unwind” the tax outcome and treat the transaction or arrangement based on its economic reality. In practice,
this will be given effect through the issuance of an assessment by the Authority.

Clause 4 provides a non-exhaustive list of the actions that can be taken by the Authority to give effect to the determination
made under Clause 3. These can include:

e allowing or disallowing an exemption, deduction or relief in calculating Taxable Income or the Corporate Tax
Payable, or any part thereof, or allocating it to any other Person; or

e recharacterising the nature of a payment (or any part thereof) or other amount for the purposes of the Corporate Tax
Law; or

e disregarding the effect for the purposes of the Corporate Tax Law that would otherwise result from the application
of other provisions of the Corporate Tax Law.

Clause 4 also empowers the Authority to make compensating adjustments to the tax liability of any other Person affected
by the transaction or arrangement. For a compensating adjustment to be made in relation to a Person, the Person need not
be a party to the transaction or arrangement; it is required only that they are affected by the transaction or arrangement.

Clause 5 provides a non-exhaustive list of the relevant facts and circumstances that must be taken into account when the
Authority makes a determination.

Clause 6 confirms that where there is a proceeding regarding the application of this Article, it is the responsibility of the
Authority to demonstrate that the determination made by the Authority is just and reasonable. In this context, “just and
reasonable” takes the ordinary definition of fair and appropriate based on the facts and circumstances of the case.

Chapter Sixteen: Tax Registration and Deregistration
Article 51: Tax Registration

This Article provides for an obligation on Taxable Persons to register for Corporate Tax with the Authority and provides
the basis for the Authority to require certain Exempt Persons to also register. It further provides the Authority with the
discretionary power to register a Person for Corporate Tax.
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Clause 1 requires a Taxable Person to register with the Authority for Corporate Tax purposes and specifies that the Person
must register in the form and manner, and according to the timeline, prescribed by the Authority.

Once registered, the Person will be issued with a Tax Registration Number by the Authority. This number is unique to each
Person, and forms part of the Person’s identifying information when engaging with the Authority (e.g. when filing a Tax
Return, as set out in Article 53(2)(b)).

Generally, all Taxable Persons are required to register for Corporate Tax purposes. However, the Minister may exclude
certain categories of Taxable Persons from the requirement to register. In this regard, Ministerial Decision No. 43 of 2023
Concerning Exception from Tax Registration for the Purpose of Federal Decree-Law No. 47 of 2022 on the Taxation of
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Corporations and Businesses has specified that the following Persons are not required to register for Corporate Tax
purposes:

e a Government Entity; or

e a Government Controlled Entity; or

e a Person engaged in an Extractive Business that meets the conditions of Article 7; or

e a Person engaged in a Non-Extractive Natural Resource Business that meets the conditions of Article 8; or

e a Non-Resident Person that derives only State Sourced Income under Article 13 and does not have a Permanent
Establishment in the UAE.

The Ministerial Decision also confirms that the requirement not to register for Corporate Tax purposes only applies to the
extent that the above Persons are exempt for Corporate Tax purposes. Where any of these Persons undertake a Business or
Business Activity that is subject to Corporate Tax, they will need to register for Corporate Tax with the Authority.

Under Clause 2, certain categories of Exempt Persons will be required to register for Corporate Tax and obtain a Tax
Registration Number. This requirement will apply to any of the following types of Exempt Persons:

e a Qualifying Public Benefit Entity (see Article 9); or
e a Qualifying Investment Fund (see Article 10); or

e a pension or social security fund that is subject to regulatory oversight of the competent authority in the UAE and
that meets any other conditions that may be prescribed by the Minister; or

e ajuridical person incorporated in the UAE that is wholly owned and controlled by an exempt Government Entity, a
Government Controlled Entity, a Qualifying Investment Fund, or a pension or social security fund meeting the
conditions specified above; or

e any other Person as may be determined by a Cabinet Decision.

Clause 2 also allows the Authority to require the authorised partner in an Unincorporated Partnership to register the
Unincorporated Partnership for Corporate Tax on behalf of all partners for the purposes of providing a declaration to the
Authority if such information is requested by the Authority.
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Clause 3 specifies that the Authority, at its discretion and based on the information available to it, may register a Person
for Corporate Tax effective from the date the Person became a Taxable Person by meeting the conditions provided for in
Article 11 of the Corporate Tax Law. This discretionary power is given to the Authority to unilaterally register someone in
order to allow the Authority to effectively administer and enforce the Corporate Tax Law.

Article 52: Tax Deregistration
This Article provides the basis for a Person with a Corporate Tax Registration Number to be deregistered for Corporate Tax
purposes, whether once their Business or Business Activity has ceased to exist, and provided that they have paid all

outstanding Corporate Tax and Administrative Penalties due and completed the necessary filing requirements, or through
the Authority exercising their discretionary power to deregister this Person for Corporate Tax.
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Clause 1 provides the basis for a Person to deregister for Corporate Tax purposes by filing a Tax Deregistration application.
Such an application should be filed by any Person with a Tax Registration Number when their Business ceases to exist or
when they no longer conduct any Business Activity. The form, manner and timeline for this deregistration application will
be specified by the Authority.

Clause 2 requires that a Person registered for Corporate Tax purposes can only be deregistered once this Person has paid
all Corporate Tax and Administrative Penalties due as provided for in Article 60. It further requires that a Taxable Person
may not be deregistered unless it has filed all Tax Returns due. These Tax Returns include the Tax Return for the Tax Period
up to and including the date the Person ceases to exist or operate.

Clause 3 specifies how the Tax Deregistration would be processed by the Authority. Specifically, this Clause provides that
if the Authority approves the Taxable Person’s Tax Deregistration application, the Authority will then deregister the Person
for Corporate Tax. This deregistration will take effect either from the date of cessation of the Business or Business Activity,
or from another date that may be determined by the Authority.

Clause 4 provides that the Authority may, at its discretion and based on the information available to it, deregister a Person
who does not comply with the tax deregistration requirements under this Article. If the Authority does exercise its power
under this Clause and deregisters a Person, this deregistration will take effect from the later of:

e the last day of the Tax Period in which the Authority became satisfied that the conditions under Clause 2 have been
met (i.e. when all Tax Returns have been filed and all Corporate Tax liabilities and Administrative Penalties due have
been fully discharged by the Person); or

o the date the Taxable Person ceases to exist.
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Chapter Seventeen: Tax Returns and Clarifications

Article 53: Tax Returns

This Article sets out the requirements for the filing of Corporate Tax Returns. Tax Returns (and related disclosures) are
important for the efficient administration and enforcement of the Corporate Tax regime. It specifies dates of filing, the
minimum information requirements, implications for Exempt Persons and the requirements for Unincorporated
Partnerships and Tax Groups.

Clause 1 requires a Taxable Person to file a Tax Return for each Tax Period, and this Tax Return must be filed no later than
nine months from the end of the relevant Tax Period. As an example, the Tax Return for a Tax Period ending 31 December
in Year One will need to be filed by 30 September in Year Two. This clause also allows the flexibility for the Authority to
set a different filing due date.

A Tax Return must be filed in the form issued, and in the manner prescribed, by the Authority.
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Clause 2 specifies the minimum information which a Taxable Person must provide to the Authority as part of their Tax
Return. This includes, but is not limited to:

e The Tax Period to which the Tax Return relates (see Article 57);

e The name, address and Tax Registration Number (a unique number issued by the Authority to each
Person who is registered for Corporate Tax in the UAE, obtained under Article 51) of the Taxable Person,;

® The date of submission of the Tax Return;

e The accounting basis used in the financial statements (see Article 20);

e The Taxable Income (the income that is subject to Corporate Tax in accordance with Article 20 for the Tax Period;
e The amount of Tax Loss relief claimed (if any) under Article 37(1);

e The amount of Tax Loss transferred in from other group company(ies) or transferred out to other group company(ies)
(if any) under Article 38;

e The amount of Withholding Tax Credit and Foreign Tax Credit (if any) claimed under Articles 46 and 47; and
e The amount of Corporate Tax Payable for the Tax Period.

Clause 3 creates a legal obligation on a Taxable Person to provide the Authority with any information, documents or records
that may be required by the Authority for the purposes of administering and enforcing the Corporate Tax Law. Such
information, documents or records shall be provided as part of the Tax Return, or as and when requested by the Authority.

Where the disclosure of information through the standard information reporting channel and format by a Taxable Person
may impede national security or may be contrary to public interest, Clause 4 allows the Minister to establish an alternative
information disclosure mechanism for such Taxable Persons. Specifically, the Minister

9%
may specify an alternative format or manner (or both) in which a Tax Return or other information is to be submitted to the
Authority.

Under Clause 5, Persons exempt from Corporate Tax by way of application (see Article 4(1)(e) to Article 4(1)(i)) may be
required to submit a declaration if requested by the Authority. The purpose of requiring these categories of Exempt Persons
to submit a declaration, rather than a full-scale Tax Return, to the Authority is to balance the need for the Authority to obtain
information to verify that these Persons continue to fulfil the conditions of allowing them to be exempt from Corporate Tax
with the compliance burden of these Exempt Persons.

In the case of Unincorporated Partnerships that have not applied to the Authority to be treated as a Taxable Person separate
from their partners under Article 16(8), Clause 6 empowers the Authority to request the authorised partner of the
Unincorporated Partnership to file a declaration on behalf of all the partners in the Unincorporated Partnership. The
obligation to disclose is placed on the authorised partner of the Unincorporated Partnership (rather than on all the partners).
This is to balance the need for the Authority to obtain information on the Unincorporated Partnership with the compliance
burden associated with complying with the disclosure requirement.

As members of a Tax Group are treated as one single Taxable Person, Clause 7 clarifies that it is the Parent Company of a
Tax Group that is responsible for filing the Tax Return to the Authority on behalf of the Tax Group. This is consistent with
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the role of a Parent Company of a Tax Group, where the Parent Company is the representative of the Tax Group as per
Article 40.

Article 54: Financial Statements

This Article sets out the requirements for the preparation, maintenance, and submission of financial statements to the
Authority when requested. This is to allow the Authority to have access to necessary information to administer and enforce
the Corporate Tax Law.

Clause 1 specifies that the Authority may request a Taxable Person to submit the financial statements prepared for financial
reporting purposes in accordance with accounting standards accepted in the UAE that were used to determine their Taxable
Income for a Tax Period. If requested, these statements must be provided in the form and manner and within the timeline
prescribed by the Authority.

Certain categories of Taxable Persons may be also required to prepare and maintain financial statements that are audited,
or to have the financial statements used for determining their Taxable Income certified by a licensed public accountant,
under Clause 2. Having an independent third party examining the financial statements of certain categories of Taxable
Persons provides an additional layer of oversight on the quality of the financial information used for Corporate Tax
purposes. In this regard, Ministerial Decision No. 82 of 2023 on the Determination of Categories of Taxable Persons
Required to Prepare and Maintain Audited Financial Statements for the Purposes of Federal Decree-Law No. 47 of 2022
on the Taxation of Corporations and Businesses has specified that the following Persons are required to maintain audited
financial statements: ® A Taxable Person deriving Revenue exceeding AED 50,000,000 during the relevant Tax Period; and

e A Qualifying Free Zone Person.
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In the case of an Unincorporated Partnership, Clause 3 provides that (for the purposes of Clause 1) the Authority may
request a partner in the Unincorporated Partnership to provide financial statements showing all of the following information
in respect of the unincorporated partnership:

e The total assets, liabilities, income and expenditure of the Unincorporated Partnership; and

e The partner’s distributive share in the Unincorporated Partnership’s assets, liabilities, income and expenditure.
Article 55: Transfer Pricing Documentation
This Article confers the power to the Authority whereby it may require a Taxable Person to maintain and disclose, along
with their Tax Return, information regarding the Taxable Person’s transactions with their Related Parties and Connected
Persons. The purpose of maintaining transfer pricing related information is to describe how the Taxable Person has
determined the transfer prices of transactions with Related Parties and Connected Persons, and why those transfer prices
are sufficiently comparable to prices applied by independent parties in a similar situation.
Specifically, under Clause 1, a Taxable Person may be required by the Authority to disclose information on transactions

and arrangements they have with their Related Parties and Connected Persons together with their Tax Return. This
disclosure will need to be made in the form prescribed by the Authority.
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Clause 2 provides that if a Taxable Person’s transactions with its Related Parties and Connected Persons for a Tax Period
meet certain conditions to be prescribed by the Minister, this Taxable Person will be required to maintain both a master file
and local file.

The format of the master file and the local file will also be prescribed by the Authority. Generally, a master file should
provide an overview of the Business and include information such as the corporate structure of the Business. A local file,
on the other hand, typically contains more detailed information on the Related Party transactions.

If a Taxable Person is requested by the Authority to provide a copy of the master file and the local file to the Authority,
Clause 3 specifies that these documents must be submitted to the Authority within 30 days following a request by the
Authority, or by such later date as directed by the Authority.

Clause 4 stipulates that a Taxable Person must comply with a request issued by the Authority to provide information which
supports the arm’s length nature of its transactions or arrangements with its Related Parties and Connected Persons. This
information must be submitted within 30 days following the request, or by any such other later date as directed by the
Authority.

The requirement to maintain and submit transfer pricing related information under this Article is subject to Article 53(4),
which allows the Minister to prescribe an alternative form and manner of how the transfer pricing information will be filed
with the Authority where such a disclosure of information may impede national security or may be contrary to the public
interest. Article 21(2)(e) also exempts Taxable Persons which qualify for the small business relief under Article 21(1) from
the obligations under this Article.
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Article 56: Record Keeping

Business record-keeping forms a vital component of an effective taxation regime by providing the Authority access to
relevant information to assess whether a Person has complied with its necessary Corporate Tax obligations.

This Article sets out the record-keeping obligations of a Taxable Person under the Corporate Tax Law.

Where applicable, businesses are required to keep records such as:

a cash book recording daily sales, including credit sales;
e asalary and wages register if the business has employees;

e related records that support the information provided in the Tax Return or other documents filed with the Authority;
and

e any other records that will allow the Taxable Income to be calculated.
Clause 1 obliges a Taxable Person to keep all documents and records that support the information provided in the Tax
Return or any other document filed with the Authority, and that enable the Taxable Income of the Taxable Person to be

readily ascertained by the Authority. Clause 1 further requires these records and documents to be maintained for seven
years following the end of the relevant Tax Period to which they relate.
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Clause 2 requires an Exempt Person to keep any information, accounts, documents and records to enable the Exempt
Person’s status to be readily ascertained by the Authority. Similar to a Taxable Person, an Exempt Person should also keep
such records for seven years following the end of the Tax Period to which they relate.

Failure to comply with the conditions set out in Clauses 1 and 2 may result in penalties being imposed in accordance with
the provisions of the Tax Procedures Law. Please refer to Article 60 on the Assessment of Corporate Tax and penalties for
further details.

Article 57: Tax Period

Corporate Tax is imposed annually by reference to the Taxable Person’s Tax Period. Article 57 provides the basis for
identifying what a Taxable Person’s Tax Period is and how it relates to a Taxable Person’s Tax Return.

Given Corporate Tax is imposed on an annual basis, it is necessary to specify a Tax Period that applies to each Person.
Generally, a Taxable Person’s Tax Period is the period of 12 months ending on 31 December (i.e. the Gregorian calendar
year), unless the Taxable Person prepares financial statements using a different time period.

Allowing a Taxable Person to align their Tax Period to the period for which they prepare financial accounts avoids the
compliance cost that would otherwise be incurred if the Taxable Person has to prepare two sets of accounts based on
different periods. It is particularly relevant for Taxable Persons (whether incorporated in the UAE or elsewhere) that form
part of a multinational group.

In this context, Clause 1 defines a Taxable Person’s Tax Period as the Financial Year or part thereof for which a Tax Return
is required to be filed.
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Clause 2 provides that for the purpose of the Corporate Tax Law, the Financial Year of a Taxable Person is the Gregorian
calendar year, or the 12-month period for which the Taxable Person prepares financial statements. On this basis, if a Taxable
Person does not already prepare financial statements, they will by default have a January to December Tax Period.

Article 58: Change of Tax Period

A Taxable Person may change its Financial Year during its business operations - e.g. after an acquisition or merger to align
the Financial Year with its new parent company. The Corporate Tax Law permits a Taxable Person to substitute a different
12-month period as their Tax Period with the approval from the Authority.

The Article allows for a Taxable Person to make an application to the Authority to change the start and end date of its Tax
Period to another 12-month period, or to use a different Tax Period.

The application may be made subject to conditions to be set by the Authority.
Article 59: Clarifications

Taxpayer certainty is an important hallmark to an efficient tax regime and is seen as international best practice. Tax
clarifications (commonly referred to as “rulings” in other jurisdictions) provide an opportunity for taxpayers to obtain
certainty on their tax position upfront. Similar certainty may also be achieved in due course over whether the transfer prices
used in Related Party transactions are consistent with the arm’s length principle through the conclusion of an advanced
pricing agreement once the UAE’s advanced pricing agreement programme is activated.

Clause 1 stipulates that a Person may apply to the Authority to obtain a clarification on the application of the Corporate

Tax Law or to enter into an advance pricing agreement with respect to a transaction or an arrangement proposed or entered

into by that Person. The Person referred to is not required to be a Taxable Person at the point in time the clarification is
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sought, and as such a clarification may be sought pre or post the relevant transaction or arrangement has taken place.
However, the Person seeking a clarification would need to meet the administrative requirements and follow the procedure
as prescribed by the Authority.

Clause 2 provides that the Authority will prescribe the form and manner under which the application for a clarification or
an advance pricing agreement should be made, and a Person wishing to obtain a clarification or an advance pricing
agreement under Clause 1 must follow the prescribed process.
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Chapter Eighteen: Violations and Penalties

Article 60: Assessment of Corporate Tax and Penalties

Corporate Tax is normally self-assessed, which means that the responsibility for calculating the Taxable Income and the
Corporate Tax Payable in the first instance rests with the Taxable Person. However, the Authority should be able to issue
an assessment in the course of administering and enforcing the Corporate Tax Law if a Person does not self-assess their
Corporate Tax liability, e.g. in the absence of a filed Tax Return. This power is provided under Article 60. Specifically, this
Article provided that, within the rules provided under the Tax Procedures Law, the Authority can issue a Corporate Tax
assessment to any Person (not necessarily a Taxable Person).

Clause 1 confirms that a Corporate Tax assessment may be issued to a Person in accordance with the Tax Procedures Law,
the Executive Regulations to the Tax Procedures Law and other implementing decisions relating to enforcement of the Tax
Procedures Law.

Clause 2 further empowers the Authority to issue a Corporate Tax assessment by allowing the Authority to prescribe
situations and conditions where either a Taxable Person can request the Authority to issue a Corporate Tax assessment, or
an assessment can be issued unilaterally by the Authority without a request (or receiving a Corporate Tax Return).

In order to ensure the proper functioning of the Corporate Tax system, it is necessary to empower the Authority to issue
and impose administrative penalties in respect of the failure to comply with the obligations set out in the Corporate Tax
Law, the Tax Procedures Law and other related legislation. In this respect, Clause 3 clarifies that any applicable penalties
and fines to be imposed for violating any provisions of the Corporate Tax Law are determined based on the Tax Procedures
Law and any associated implementing decisions.
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Chapter Nineteen: Transitional Rules

Article 61: Transitional Rules
This Article sets out the transitional provisions to the Corporate Tax Law.

Clause 1 determines how a Taxable Person should prepare their opening balance sheet for Corporate Tax purposes.
Specifically, a Taxable Person is required to use their closing balance sheet prepared for financial reporting purposes for
the period immediately before their first Tax Period as the opening balance sheet for Corporate Tax purposes, subject to
any conditions and adjustments as may be prescribed by the Minister.

Clause 2 requires a Taxable Person to take into account the arm’s length principle under the transfer pricing rules when
preparing their opening balance sheet (see Chapter Ten of the Corporate Tax Law). This requirement is intended to prevent
non-arm’s length transactions and arrangements entered into prior to the introduction of Corporate Tax from impacting the
calculation of Taxable Income.

Clause 3 confirms that Article 50 (the General Anti-Abuse Rule) applies to the preparation of the opening balance sheet in
respect of transactions or arrangements entered into on or after the date the Corporate Tax Law is published in the Official
Gazette.

This Clause allows the Authority to counter arrangements put in place or transactions entered into by a Person before they
become subject to Corporate Tax where such arrangements or transactions would result in undue Corporate Tax advantages,
benefits, or Corporate Tax relief in the future.

Clause 4 expressly empowers the Cabinet to issue additional transitional regulations if required. This general power is

necessary to facilitate the implementation of the Corporate Tax Law, as it is not possible to anticipate all transitional issues
that may arise.
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Chapter Twenty: Closing Provisions

Article 62: Delegation of Power

This Article allows the Minister to delegate the powers provided to him under the Corporate Tax Law to the Authority
where he deems appropriate.

Article 63: Administrative Policies and Procedures

This Article confirms that the Authority will determine the administrative policies, processes and procedures in respect of
the compliance obligations and requirements imposed on a Person by the Corporate Tax Law. Examples of these
administrative policies, processes and procedures include the tax return format and the type of information that should be
disclosed to the Authority at the time of filing the return, and the processes that businesses should follow in filing their tax
returns.

This Article also specifies that these Corporate Tax related administrative policies, processes and procedures will be
determined by the Authority in consultation with the Ministry. This approach ensures that there is coordination between the
policy intent (set by the Ministry and as reflected in the Corporate Tax Law) and how such policy intent is practically
implemented via the processes and procedures (set by the Authority).

Article 64: Cooperating with the Authority

The Corporate Tax system is a self-assessment regime, and as such, information about a Person is generally collected from
the Person themselves. However, for the purpose of monitoring compliance with the Corporate Tax Law, this Article
provides that all other governmental entities in the UAE are required to cooperate fully with the Authority in order to
support the Authority in administering and enforcing the Corporate Tax Law.

Examples of governmental entities covered by this Article include other ministries of the Federal Government, as well as
government departments at the Local Government level (e.g. the Departments of Finance at each of the Emirates, regulatory
authorities in free zones, etc.). The type of cooperation that the Authority may request in this context can include, but is not
limited to, providing the Authority with any data, information, or documentation that the Authority might need in the course
of administering and enforcing the Corporate Tax Law.
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Article 65: Revenue Sharing

This Article provides the legal basis for sharing the Corporate Tax revenues between the Federal Government and the
Governments of the respective Emirates and specifies that the revenues to be shared include both the Corporate Tax
collected, as well as any associated administrative penalties collected.

Article 66: International Agreements

This Article provides that where there is a conflict between the provisions of the Corporate Tax Law and the terms of an
international agreement (e.g. double tax treaties) that are recognised as having the force of law in the UAE through
ratification, the terms of the international agreement will generally take precedence.

An international agreement is a contract between governments of different jurisdictions in written form and governed by
international law. Consistent with the practice applicable to a contract between private parties,
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parties to an International Agreement should be bound by the provisions of the agreement and should fulfil their obligations
in good faith.

For the purposes of the Corporate Tax Law, reference to the term “international agreement” means any duly ratified and in-
force bilateral or multilateral treaty, convention, agreement or other instrument for the avoidance of double taxation or any
other international taxation agreement or arrangement to which the UAE is a party. This includes the various agreements
for the avoidance of double taxation entered into between the UAE and other countries and the multilateral instruments
adopted by the UAE.

International agreements are in principle directly applicable in the UAE following their ratification and enactment. As there
may be situations where the provisions of an international agreement conflict with the provisions of the Corporate Tax Law,
this Article ensures that priority is given to the UAE’s international obligations and confirms that the UAE will honour its
obligations under an international agreement. In respect to taxation, the approach of ranking double tax treaty obligations
above domestic provisions is internationally common and accepted.

Article 67: Implementing Decisions

Clauses 1 and 2 provide that the Cabinet, the Minister and the Authority can, within their respective competencies, issue
any necessary decisions to implement the Corporate Tax Law.

Article 68: Cancellation of Conflicting Provisions

This Article confirms that the provisions of the Corporate Tax Law supersede other laws apart from international
agreements. That is, if there are provisions in other laws that are contrary to or inconsistent with the provisions of the
Corporate Tax Law, the provisions in the Corporate Tax Law prevail over the provisions in the other laws.
Notwithstanding this Article, in the case of a conflict between the Corporate Tax Law and an international agreement with
respect to the right to tax a certain item of income, the relevant international agreement may limit the application of
Corporate Tax as per Article 66.

Article 69: Application of the Corporate Tax Law to Tax Periods

This Article specifies that the provisions of the Corporate Tax Law shall apply to Tax Periods commencing on or after 1
June 2023. This means that Persons who are within the scope of the Corporate Tax regime will become subject to Corporate
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Tax on a “rolling” basis, and the time of their entry into the Corporate Tax regime will depend on their Financial Year (i.e.
the period for which the Person prepares their financial statements - see Article 57).

The purpose of a staggered entry into the Corporate Tax regime is to minimise the compliance burden by avoiding the need
for Taxable Persons to apportion income earned and expenditure incurred during an accounting period to periods where

Corporate Tax is not applicable and where such income and expenditure become subject to Corporate Tax.

Persons that prepare their financial statements based on a calendar Financial Year (1 January - 31 December) will become
subject to Corporate Tax from 1 January 2024, being the commencement date of their first Tax Period after 1 June 2023.

Persons whose Financial Year does not align with the calendar year will become subject to Corporate Tax from the
commencement date of their first Financial Year starting on or after 1 June 2023. For example, Taxable

98
Persons with a Financial Year ending 31 March will become subject to Corporate Tax from 1 April 2024, and Taxable
Persons with a Financial Year ending 30 September will become subject to Corporate Tax from 1 October 2023.
Article 70: Publication and Application of the Corporate Tax Law

This Article sets out how the Corporate Tax Law is promulgated.

The Corporate Tax Law is published in the UAE Official Gazette, which is the official channel in the UAE to publish laws
and decrees issued by the Federal Government.

This Article also confirms that the Corporate Tax Law comes into effect 15 days after the law is published in the Gazette.
As the Corporate Tax Law was published in Issue #737 of the UAE Official Gazette on 10 October 2022, the provisions of
the law came into force on 25 October 2022.
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Cabinet Decision No. 37 of 2023 Regarding the Qualifying Public Benefit Entities for the
Purposes of Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses

The Cabinet:

—  Having reviewed the Constitution,

— Federal Law No. 1 of 1972 on the Competencies of Ministries and Powers of the Ministers, and its
amendments,

— Federal Decree-Law No. 13 of 2016 on the Establishment of the Federal Tax Authority, and its
amendments,

- Federal Decree-Law No. 28 of 2022 on Tax Procedures,

Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses,

- Pursuant to what was presented by the Minister of Finance and approved by the Cabinet,

Has decided:

Article (1)
Definitions

Words and expressions in this Decision shall have the same meanings specified in the Federal DecreeLaw No. 47
of 2022 on the Taxation of Corporations and Businesses (referred to in this Decision as “Corporate Tax Law”)
unless the context requires otherwise.

Article (2)
Qualifying Public Benefit Entities

1. The entities specified in the schedule annexed to this Decision are considered Qualifying Public Benefit Entities
for the purposes of the Corporate Tax Law.

2. The Government Entities shall notify the Ministry of any changes occurring to the public benefit entities
specified in the schedule annexed to this Decision that impact the entity's continuity in meeting the conditions
set out in the Corporate Tax Law. The notification shall be in the form and manner prescribed by the Ministry
and made within (20) twenty business days from the occurrence of any change.

Article (3)
Amendment to the Schedule of Public Benefit Entities

1. Any Government Entity may file an application to the Ministry to suggest an amendment, whether by addition
or deletion, to the schedule annexed to this Decision, in the form and manner prescribed by the Ministry, subject
to the Ministry being provided with any data, information and documentation as may be requested to process
the application.

2. The Cabinet may, at the suggestion of the Minister, amend this Decision and the schedule annexed to it, whether
by addition or deletion.
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Article (4)
Request for Information

1. A Qualifying Public Benefit Entity shall provide all relevant documents, data and information to the Ministry
and the Authority to verify that the Qualifying Public Benefit Entity meets the requirements stipulated in the

Corporate Tax Law.

2. All Government Entities in the State shall fully cooperate with the Ministry and the Authority to provide them
with all data, information and documentation related to a Qualifying Public Benefit Entity and its activities.

3. The Ministry and the Authority may, for the purposes of implementing the provisions of this Decision,
exchange with each other data, information, and documents in respect of any Qualifying Public Benefit Entity

and its activities.

Article (5)
Implementing Decisions

The Minister shall issue the necessary decisions for the implementation of the provisions of this Decision.

Article (6)
Publication and Application of this Decision

This Decision shall be published in the Official Gazette and shall come into effect on the day following the date of
publication.

Mohammed Bin Rashid Al Maktoum
Prime Minister

Issued by us:

Date: 16 Ramadan 1444 AH

Corresponding to: 07 April 2023 AD
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Qualifying Public Benefit Entities
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(Federal Entities)
Zakat Fund B Ggda| .1
Emirates Red Crescent Authority | <i_ldal) 34 5:d) jaa¥) Jlgl) 3dia 2
sasciall Ay
Arab Youth Center ol el e 3
The Supreme Council of i o ; 4
Motherhood & Childhood 4158kl g da g3l Ao V) Culanal
UAE University Baiall Ay ) @l jlal) dsals | 5
Higher College of Technology (HCT) .6
Lulad) L) LIS pana
Zayed University M dsala| 7
Anwar Gargash Diplomatic Apala glaal) (A8 B o) dpapls) |8
Academy
Mohammed Bin Rashid Smart S alaill 0k ) dasamalin | 9
Leading Program
Corporate Social Responsibility UAE| (bl 3 38433554l 10
Fund dmaiaal) 554 g 9555Auall .
Federation of UAE Chamber of dsliall g3 jladll G & Aas) 11

Commerce & Industry

Ju-Jitsu Asian Union
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Asian Chess Federation

Zioball o gl A3y

13
1

UAE Jiu Jitsu Federation sl sl )|
UAE Equestrian and Racing i 15
federation UAEERF Ao g AL ) jlal) Al -
UAE disabled sports federation Onlaall @l jlal) ) 16
UAE Muaythai & Kickboxing 615 (51 gal & fial) 2143 17
Federation iS5 Al g
UAE Judo Federation de jlaally gagall Aas) 18
Industrialists Union Society G Ukal) aal) dgman 19
Emirates Association for Women ‘ i 20
Entrepreneurs Juae ) Sl 1 &l jlal) A |
Emirates Society for Public i i 21
Administration Aalad) 1030 < jlal) dman | *
UAE Resuscitation Council () (Elaidd @) jlal) dmaa 2
UAE Social Media Association i) Jual gill il al) dman |
Emirates Quality Association 53 goBsA! <l jlal) dman 24
Emirates Arabian Horse Society g ad) J gl ) jla¥) dmaa 25
Emirates Traffic Safety Society A al) daleall il jlal) A 2
Emirates Aviation Association Ol skl & jlal) dmea 27
Emirates Public Relations 28

Association

dobdalall culilall ) jlalf dumasn

Emirates Astronomy Society

355A1AN ) jLall Amasn

29




Emirates Angels Investors

PR S

<l lsdal) s5dds dada 30
Association Crdal) oy e 455555 Anuad Il
Indian Ladies Association — Abu ; i 31
Dhabi L“,-.\B\gg\ - QQAJ.@J\ Gl daaad) Asmaa [
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Emirates Women Police Association Al jlal) Aibail) Ada ) dman 32
Sudanese Women Association Al gaud) 3] pall Ay 33
National Multiple Sclerosis Society asnial) laaill dyiks gl) dmant) 34
Emirates Giving s Unall <) jla) dyman 35
Harw}rd. Kennedy School Alumni , 3 yin sisaia oA Bhaaal 36
Association of the UAE i el B Aa sSal) (s 0L BALIS
The Emirati Entrepreneurs ‘ i 37
Association Ol lal) Juas V) g dran |-
Saaed Association for Prevention of] o Hall e 135559 Bhman 38
Traffic Crashers L gpal 3l gall
Mohammed bin Khalid Al Nahyan |y gqy544 n $lasa $3den 39
Future Generation Society Jieal) Jual lsdagd
Emirates Agricultural Pioneers i i i 40
Association A8 kal As) 3 d g dzar |-
AWPOD (All With People of ; i 41

L o o) Glaal aa LIS dzaa |
Determination)
Kerala Social Center SLada¥) ¥ s S s 42
UAE Banks Federation <l L)) s Slad) 43

UAE Football Association

a 1) 5t &l jlal) aa

44




UAE Falcons Federation BhAuy Aall il ladall  al3dal) 45
 sheall sasdadsdal -
UAE Athletics Federation 6 58 Qlaly <l jlal) alas) 46
En(liirate.s Bodybuilding &Fitness a Lual) ¢ Ll el jlay) alad) 47
ederation A 4B
Emirates Weightlifting Federation JB Y & it jlall Alas) 48
g .
UAE Women Sport’s Federation B_yal) Al 1 el jlal) alal) 49
UAE Basketball Association Aled) 5 &l jlal) ke 50
UAE Table Tennis Association 4 gUall 3 S8 el jlal) sla) 51
UAE Handball Federation Aulh 3 ST &l lal) alasi) 57
UAE Squash Association Ol oSl &l Ll alasi) 53
UAE Padel Association ot Jalall &) lal) aladi) 54
UAE Billiards & Snooker 55
Association Skl & jlal) alas) | -
UAE Polo Federation Slaall &l slal) aladi) 56
UAE Bowling Federation il gl @l jlal) sla) 57
UAE Taekwondo Federation 9330 Sl &) jlal) alal) 58
UAE Triathlon Federation O ) AL &l jlal alal) 59
UAE Tennis Federation ol &l ylal) aladi) 60
Emirates Golf Federation Al gall &) jlal) alad) 61
UAE Modern Pentathlon ¢ad) (puladdl il jlal) ala) 62
Federation )
UAE Darts Federation o lall &l jlal) alas)
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UAE Cycling Federation

Q\ebdﬂ Qb\-ﬁ\\ lad)

.64
UAE Shooting Federation A i jlal) slas) 65
Emirates Esports Federation A g AN clidaly Hl ) jlal) Al 66
UAE Marine Sports Federation Al cilidaly U e jlal) ) 67
Emirates Aerosports Federation Ao sl cilidaly I ol jlal) slas) 68
UAE Winter Sports Federation Ao sil) clidaly Sl i jlal) et 69
UAE Sports Of All Federation & el Aoy, ol Jlal) Al 70
UAE Badminton Federation B pildall Ao I <l jlal) ) 71
UAE Swimming Federation Aabuadl & jlal) Sy kp)
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UAE Sailing & Rowing Federation U—fbmmf*b‘h“ s 73
gaad) el g '

UAE Chess Federation gl hadl cl jlal) sl 74
UAE Archery Federation p Al g (g8l S JLal) e 75
UAE Karate Federation 4l sl ol Jlal) sl 76
EMIRATES CANOE AND TNy g sl @l a3l |
RAFTING FEDERATION )
UAE Volleyball Association B paldall 3 Sl & jLall Sla 78
Emirates Cricket Union Gy Sl & lal) ) 79
UAE Fencing Federation 83 kel ) jlal) slas) 80
UAE Judo Federation 35l ds jlaall i lal) slas) 81
UAE Boxing Federation Aaslall i lal) sl 82
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Camel Race Federation

Ol @l lall ala)

84
UAE Hockey Federation (S ol <l lall alas) 85
UAE Federation for School and Cuf3B8AuudBBAu pal il jlal) alai) 86
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UAE Police Sports Federation b ) dda ) slas) 87
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. =10 S
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Animal Welfare Abu Dhabi (AWAD) el e gf.&ﬁéi Laxs | .89
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eater £ aall
Environment Friends Society Al ¢ Baal dman 91
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Al Quwain Ogal
Date Palm Friends Society ALY ¢ Baal dmaa 93
Emirates Association of Friends of o .. 04
Patients with Multiple Sclerosis whatl) g2 5 Ll ray -
daadial) o oll)

Women Union Association Sharjah 38 o) Aol SaTY) dras | 95
Sociological Association e liaY) dses | 96
Jordanian Association_Al Ain el b A ) Asasdl | 97
Jordanian Society Abu Dhabi i) o Agia ) el | 98
Emirates Veterinary Association dy jhantl @l jlal) dnan 99
Emirates Medical Association Ll ) ) as | 100




Emirates Friends of Senior Citizens

b slBaa el Lmaa | 101
Association Opidal gall
UAE IBD Society slaa) ¢ 140 &) jlal) dman 102

N )
Emirates Society for Parents Care . . 103
and Relief Cpll sl ops e A ) ma |
Emirates Creative Association < U @) jlal) dman 104
UAE Sports Media Association @bl ale 3 Gl laY) s 105
UAE Rare Disease Society 8L al paBl &l jlal) dmen 106
Emirates Safer Internet Society ) . 107
(eSafe) O p¥l @ G Gl Sy
Emirates Happiness Positiveness . . 108
Association Balasallg Sl Dl Gl al) Sy -
6

Emirates Strategic PlaI}ni.ng and (il &) jlaY) dsnan 109
Foresight Future Association 5 i) b
Emirates Planning Association . 110
(EPA) s paal) adadill &) jlalf dman |*
Emirates Nutrition Association Ll ol el dmaa | 111
Emirates Autism Society aa gill el e} dgman | 112
Emirates Thalassemia Society Leased 3 il slal) dman | 113
Emirates Cancer Society O et il lal) Araa | 114
UAE Deaf Association a pall &) i) dmaa | 115
Emirates Nature WWF dagadall ) jlaY) duman [, 116




Emirates Diving Association

sasdl &l dmas | 117

Emirates Fine Arts Society AL ¢ g5l el LaY) dsman | 118
Emirates Association for

 eional] el Aan L
Management Consultants and o = m

) Co I Gy yaal) g
Trainers
Emirates Association of the Visually i . 120
Impaired b Catlaall Gl Sy |
Emirates Library and Information LSl ¢ jlaY) Amas 121
Association Cila glaall g
Emirates Navigation Association 8 elall i jlal) dman 122
Emirates Down Syndrome . . 123
Association C19la dajlial &) jlaY) dumas |
Emirates Poultry Breeders . 124
Association Gl rad Gl Ay -
Emirates Dog Owners Society QS el il jla¥) Aman | 125
7

Emirates Amateur Radio Society ALl 51 5 el dnan | 126
Emirates Nursing Association A ) i el Amas | 127
Emirates Geographical Society Al jlal) &) gal) dmanl) 128
Al Habous Association for Arts and |l g ) gial i gand) dman 129
Folklore (i)
Humanities Studies Association A} sl 1) dma 130
Al Shuhooh Cultural & Heritage 131

Association

bl 1Al 7 el dman




UAE Journalists Association

4l udaal) dmas

132
Retired Military Personnel . 133
Association Oy ial) (i Suand) e |-
Al Ain Society for Folklore and . . 134
Heritage Al Gl Gl Gl Ana |-
. ; oY
Jordanian Women’s Association i ¥ 31 ,al dmas | 135
Sanad Al Watan Women Society o oll i 31 yall Araa | 136
Theatrical Association O all Lizaa | 137
Almathaf Traditional Boat Rowing Csidl g 1Al Gillaall Aman | 138
Arts Society ag )
Teachers Association UAE Osalzall duraa 139
; T
UAE Contractor’s Association O giall dnaa 140
Indian Islamic Centre Association alual) gaigd) jial) dman | 141
Society of Engineers UAE <l bl Al gy Gaeadigal) dman 142
Basdiall Ay ) )
Emirates Publishers Association Ol bal) il dman | 143
8
Al Nakheel Society For Art & ' . 144
Popular Heritage ol g Gl Gl Aman
Al Nazaha Association )33 dmax 145
Women Association of Umm Al 146

Quwain
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Al Noor Rehabilitation & Welfare

C e " 147
Association for People of "h:“ daliy e Sl sl Apnes
Determination et
Mothers of People of Determination 148
» Association “Hemmah i ‘ . )
dar- a agdl Glaval Cilgal Aman
Associations of Families of Persons . o 149
with Disabilities eV 54 AR Amar | ¢
Juvenile Association ha¥ ) dle g de 5 dman 150
Arabic Language Protection i i i 151
Association Al dadll 3 slaa dman |-
Emirates Post-care Society 8 all) Ale 1l Bla dman 152
Dibba Society for Culture Art & . i 153
Theater T ouall g O 5ill) 5 4000 S Lod A |
Dubai Folklore Society dmdl) Qgill (o Amar |
Ras Al Khaimah Folk Arts i e e 155
Association A Q3 pAl) () Aman |-
(i)
Royati Family Society 5 s, Auran | 156
Egyptian ladies association i tsn A | 157
Shamal Folk Arts and Theatre ) i . . 158
Society il L Gl dadfran -
Comally
9
Ajman Society of social and cultural dgeldiaY) dgalill Glaae dmea| 159

development
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Kelna Al Emarat Association

<) lal) LIS donan

160




Mohammed bin Khalid Al Nahyan

, : O I A (G deaa A | 161
Future Generation Society Jaiiall Juay
Dubai National Theater sl 23 7 yona ey | 162
Mawalif Association (Al ga dman 163
Republic of Egypt Association Club RS i daas 164
GCC Road & Transport Engineering . .. 165
Society Jod Jiclls B it San -

A ad) gddd) J g ¢ glatl) (ulaa
Wajeb Volunteering Association de gl cial g daas | 166
Social Security Fund for Dubai il e leay] B! ¢ ovis | 167
Islamic Bank Employees Cplalall = ,‘2\. QS Ggriaa | -
g.d.u\\ 20 (i gﬁ
Faraj Fund z Al Gsaia|.168
Emirates Committee for Nurturing | 334ds 0 <l lsdal)  33diad 169
Sports Talents & Support of e "”Z‘;ﬁ:
National Sport .
UAE Paralympic Commitee Al gl) Al jlal) Adall 170
Emirates Committee for Advanced i i 171
Sports ) (s ghenall g A0 Adad |-
Mohammed bin Al-Qashati Center (Rl ZUda (0 deaa S pa 172
Sheikh Mohammed bin Zayed center| ¥ (& Yasa 3838344l S 4
el e 173
for the memorization of the ¢ g O A&,
Holy Quran
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Sheikha Mozah Bint Butti Religious 174

Center
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Sheikha Wadima bint Zayed for the

L1 cudy Aag g Al S 4 | 175

memorization of the Holy Quran a SN & A ety
A! Noo.r Tr.a}r{mg Centre for Persons Jalis w8 3l 3S$5e | 176
with Disabilities Llo)) g 98 paldiy)
Bin Harmal Quran Centre / Al aSU ¢ AN Bdatl Ja a0 380 | 177
Maqam Branch a il b/
Dar Al Khair oAl a3 ya 178
Ras Al Khaimah Social Center L) Aal) Gl 3550|179
Ramlet Al-Rai Center for the she) A 354044 5 JAS

. das i ves 53g . fe] 180
memorization of the Holy Quran a ¢Sl G Adl) dpdsdadial
Umm Al-Mumineen Aisha Center ddia ) Gaiagall ol B3diLe S ya 181
for The Memorization Of The Holy | g O A Badadl gl 44
Quran
Umar bin al-Khattab Center for the | B4Addl) ody Aede 348 da 182
Memorization of the Holy Quran a Sl G A Bdanl o Adadl) |

4y guil) Al g
Awad bin Saeed Al Ketbi Center S A (G o288 S 4 183
Quba Center for the memorization . ) 184
of the Holy Quran a8l O Al Bdadl oLl S ya |
Al Ain Theater PWART
Indian Social Centre — Al Ain ) - elaiaY) gl Jial) | 186
India Social & Cultural Centre ) . . 187
(ISC) Abu Dhabi LY B ) gigh sl |-
g—.‘h&‘\
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Emirates Motorsports Organization | <l g < Jbdadl @ jlalf dakaia 188
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Humaid Charitable Foundation of

JEY 4y Al Las dwsa | 189

Retinopathy A
Rewaq Ousha Educational Institute O iy Al 98 (5.9 A 30 190

SLaay) A6 ) )
Abdul Jalili Al Fahim & Family Ailile angdl) Jilaliae dusa | 191
Charitable Foundation 4 Al
Mohamed Bin Butti Al Hamed ) . 192
Charitable Foundation f‘h d ok O e fanaya | -

ag Al Jlas S

Mohammed Bin Ham Charitable i 193
Foundation 5 A a T Gn v duipa |
Muslim Bin Ham Charitable i i 194
Foundation A dd) aa O abisa dsipa |
Sudanese Social Club N gud) SlaiaYl gall |, 195
Emirati Palestinian Friendship Club Pl ) jal) Bl g2 | 196
The Cultural & Scientific . 197
Association polall g 42l J) 5 gai |-
UAE Anti-Doping Agency illadiial) dadlal dyik ol) AUS 5l 198
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Qualifying Public Benefit Entities

)b g9 A gSa((alad) adil) cilga

e
(Abu Dhabi)

Family Care Authority Al dgle N A 1
Zayed House for Islamic Culture daleal) 4318 g 015l 2
International Fund for Houbara " .

L) Bldall dgall 3 gaiall
Conservation N Aol G 3
Sandooq Al Watan Ohsll §saia 4
General Women's Union alad) Aleadl) alasy) 5
The Mohamed Bin Zayed Species <l o3 Agland s L) O dana (G gaia 6
Conservation Fund daghll gl 09| °
Abu Dhabi Chamber of Commerce ‘o . PPN
3 g1 dslia g 5 jlad 49
& Industry "’-‘k}' ek Y
Fatima Bint Mubarak Ladies dLalald Aa) Aartsi| g
Sports Academy )
Sorbonne University - Abu Dhabi g—.ﬁxi - Gisa gl Aaala 9
Khalifa University L ol 5iSil) o slall 4818 daala | 100
Mohamed bin Zayed a1
University of Artificial oStk £l 4 5 G daaa daals
Intelligence
Mohammed Bin Zayed C . 5 12
Aulusl) &) ) O daaa Axala [
University for Humanities - potadl 45 ¢ )
Abu Dhabi Center for 13
Technical and Vocational el s AR Qo il g anteill 0 g 3 s
Education and Training
Abu Dhabi Vocational 14
Education and Training gl G il g antasill 5 gl Mgaa
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Institute of Applied Technology Al L gl giSE) agaa 15
Emirates International Endurance .16

Village

3 _yaall &) Lal :\-1.“)3

St. Joseph's Cathedral

e gy Qa8 A) 518

17




Emirates College For Advanced . . s v 18
| nghaill &) jlal) Aulg
Education B = -
The House of Prayer Synagogue it e, s |19
13
The Armenian Church of Abu e et g ety 120
| duuwiSl) |
Dhabi > i
Evangelical Community Church - c it et 221
) — Aol Aaidl) |
Abu Dhabi bs — el
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Ain - T "
Jacobite Syriac Orthodox Church, | 4uwiS 4y giad) sl g SN Al ) A<l |23
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Church of the Virgin and Saint . i e 24
| A8l g o) dad) AwiS |°
Paul the Apostle gl ol 32 ity £15 -
The Coptic Orthodox Church Lhdl) duisl) | 55
Egyptian Coptic Orthodox Church 5 s 1) A g ) Adadl) Aicl) 26
St. Andrew's Church — Al Ain Cradl — 9] Lunall) diS | 5
St. Andrew's Church - Musaffah c b — g ) Aais 28
St. Paul's Church ol g9 ) duayis 29
ST. GEORGE’S ORTHODOX ORPLOE ari 5 e |30
AaSd NG A81) dawiS |°
CATHEDRAL 3835 1 g o ol s
St. John the Baptist Catholic i i 31
Church Al o ) (ldanall Ua g () disiS
Saint Mary's Church a4 Ay ) A€ |32
Mar Thoma church — Abu Dhabi u—\Byi _lagi Ll IR 33
Mar Thoma church — Al Ain Ol — Lagi jlall dausiS | 34
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/ Latter Day Saints
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Assembly of Christians Church

36

South Indian Parish Church - ; i 37
Abu Dhabi big) — Ol algd) gl dais

St Andrew's Church o) il i< | 38
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Malankara Orthodox Syrian i . i 39
Church Ay geud) ASa g Y ) LSV Le AcwiS

The Greek Orth.odox Church of Sy N a8 REREW 40

Antioch

BAPS Hindu Mandir Temple sedile g2l (il (2 4gl (2 22 |41

Guru Nanak Dirbar Sik 42
Temple 2L SN R BT

Malayalee Samajam - Abu ‘ 43
Dhabi i) - palens (Jolle e

ABU DHABI THEATRE B ™ o |44

Zayed Theater for Talents and 45

L) g apl ) )
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Theatre S
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Care - Ewaa e

Sheikh Mohammed Bin Khalid Al S50
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Ahmed Bin Khalifa Al Suwaidi i i . S1
Charitable Foundation Al g guad) A8 0 daa) Auiia 3
Emirates Foundation il el Asns’sa |52
Special Olympics UAE Y] Galdldl Al oY1 e | 53
Family Development Foundation Ayl Loaiil) Aaa'sa 54
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Foundation 4y ,al)
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Abu Dhabi Marine Sports Club
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Abu Dhabi Ice Sports Club

-

Lalal) bl Ut ol gl (50
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Abu Dhabi Sports Aviation
Club
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72

Abu Dhabi Aqua Sports Club

dgilal) cilidaly ki gl (g
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Abu Dhabi Chess Club & Mind
Games
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74

Abu Dhabi falconers club

Coldall gahy\ U
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Abu Dhabi Equestrian Club

a9 AU (b 5ol (g2

.76
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Qualifying Public Benefit a
Entities (Dubai)
Dubai Chambers LIS BRI |
Dubai Women Establishment B yall (9 Asaya | 12
UAE Food Bank plakall &l jlal) | .3
Dubai Appreciation Award for i i 4
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Cabinet Decision No. (49) of 2023

On Specifying the Categories of Businesses or Business

Activities Conducted by a Resident or Non-Resident Natural

Person that are Subject to Corporate Tax The Cabinet of

Ministers:

Having reviewed the Constitution,

Federal Law No. 1 of 1972 on the Competencies of
Ministries and Powers of the Ministers, and its
amendments,

Federal Decree-Law No. 13 of 2016 on the Establishment
of the Federal Tax Authority, and its amendments,

Federal Decree-Law No. 28 of 2022 on Tax Procedures,

Federal Decree-Law No. 47 of 2022 on Taxation of
Corporations and Businesses,

Federal Decree-Law No. 50 of 2022 Issuing the
Commercial Transactions Law,

Based on what was presented by the Minister of Finance
and approved by the Cabinet,

Has decided:

Article (1)
Definitions
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1. In the application of the provisions of this Decision, the following
words and expressions shall have meanings assigned against each,
unless the context otherwise requires:

Turnover : The gross amount of income derived during a
Gregorian calendar year.

Wage : The wage that is given to the employee in
consideration of their services under the
employment contract, whether in cash or in kind,
payable annually, monthly, weekly, daily, hourly, or
by piece-meal, and includes all allowances, and
bonuses in addition to any other benefits provided
for, in the employment contract or in accordance
with the applicable legislation in the State.

Personal : Investment activity that a natural person conducts

Investment for their personal account that is neither conducted
through a Licence or requiring a Licence from a
Licensing Authority in the State, nor considered as a
commercial business in accordance with the Federal
Decree-Law No. 50 of 2022.

Real : Any investment activity conducted by a natural

Estate person related to, directly or indirectly, the sale,

Investment leasing, sub-leasing, and renting of land or real
estate property in the State that is not conducted, or
does not require to be conducted through a Licence
from a Licensing Authority.

Corporate : Federal Decree-Law No. 47 of 2022 on the Taxation

Tax Law of Corporations and Businesses.

2. Other words and expressions in this Decision shall have the same
meanings specified in the Corporate Tax Law, unless the context
requires otherwise.

Article (2)
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Categories of Businesses or Business Activities Conducted by
a Natural Person that are Subject to Corporate Tax

1. For the purposes of Clause (6) of Article (11) of the Corporate Tax
Law, Businesses or Business Activities, conducted by a resident or
non-resident natural person, shall be subject to Corporate Tax only
where the total Turnover derived from such Businesses
or Business Activities exceeds AED 1,000,000 (one million United
Arab Emirates dirhams) within a Gregorian calendar year.

2. Notwithstanding Clause (1) of this Article, activities that give rise
to Turnover from the following sources shall not be considered as
Businesses or Business Activities conducted by a resident or non-
resident natural person subject to Corporate Tax, regardless of the
amount of Turnover derived from such activities: a. Wage.

b. Personal Investment income.
c. Real Estate Investment income.

3. The natural person that is not conducting a Business or Business
Activities subject to Corporate Tax in accordance with this Article
shall not be required to register for Corporate Tax.

Article (3)
Implementing Decisions

The Minister of Finance may issue the necessary decisions to
implement the provisions of this Decision.

Article (4)
Publication and Application of this Decision

This Decision shall be published in the Official Gazette and shall come
into effect on 1 June2023.
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Mohammed bin Rashid Al Maktoum
Prime Minister

____Issued by us :
Date : 18 Shawwal 1444 AH
Corresponding to : 8 May 2023 AD
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Cabinet Decision No. 116 of 2022 on the Determination of Annual Income Subject to Corporate Tax

The Cabinet:

- Having reviewed the Constitution,

- Federal Law No. 1 of 1972 on the Competencies of the Ministries and Powers of the Ministers, and its
amendments,

- Federal Decree-Law No. 13 of 2016 on the Establishment of the Federal Tax Authority, and its amendments,
- Federal Law No. 7 of 2017 on Tax Procedures, and its amendments,

- Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses,

- Cabinet Decision No. 36 of 2017 on the Executive Regulation of Federal Law No. 7 of 2017 on Tax
Procedures, and its amendments,

- Pursuant to what was presented by the Minister of Finance and approved by the Cabinet,
Has decided:

Article (1)
Definitions

In the application of the provisions of this Decision, the following words and expressions shall have the meanings
assigned against each, unless the context otherwise requires: State: United Arab Emirates.

Ministry: Ministry of Finance.

Minister: Minister of Finance.

Authority: Federal Tax Authority.

Person: Any natural person or juridical person.

Taxable Person: A Person subject to Corporate Tax in the State under the Corporate Tax Law.

Corporate Tax Law: Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses.
Corporate Tax: The tax imposed by the Corporate Tax Law on juridical persons and Business income.

Taxable Income: The income that is subject to Corporate Tax under the Corporate Tax Law.

Tax Period: The period for which a Tax Return is required to be filed.

Tax Return: Information filed with the Authority for Corporate Tax purposes in the form and manner as prescribed
by the Authority, including any schedule or attachment thereto, including any amendment thereof.

Business: Any activity conducted regularly, on an ongoing and independent basis by any Person and in any location,
such as industrial, commercial, agricultural, vocational, professional, service or excavation activities or any other
activity related to the use of tangible or intangible properties.

Business Activity: Any transaction or activity, or series of transactions or series of activities conducted by a Person

in the course of its Business.

Article (2)
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Income Subject to Corporate Tax at 0% (Zero Percent)

1. For the purposes of Paragraph (a) of Clause 1 of Article 3 of the Corporate Tax Law, the portion of Taxable
Income of the Taxable Person not exceeding (375,000) three hundred seventy-five thousand dirhams shall be
subject to Corporate Tax at the rate of (0%) zero percent in the Tax Period irrespective of whether the Taxable
Person conducts multiple Businesses or Business Activity in that Tax Period.

2. Where it is established to the Authority that one or more Persons have artificially separated their
Business or Business Activity and the Taxable Income across their entire Business or Business
Activity was subject to Corporate Tax at (0%) zero percent in the Tax Period on an amount exceeding (375,000)
three hundred seventy-five thousand dirhams, this would be considered an arrangement to obtain a benefit in
relation to Corporate Tax under Clause 1 of Article 50 of the Corporate Tax Law.

3. For the purpose of verifying whether two or more Persons have artificially separated their Business or Business
Activity, the Authority shall consider whether the arrangement was undertaken for a legitimate commercial
purpose and whether the Persons substantially carry on the same Business or Business Activity taking into account
all relevant facts and circumstances, including for example without limitation their financial, economic and
regulatory ties.

Article (3)
Income Subject to Corporate Tax at (9%) Nine Percent

For the purposes of Paragraph (b) of Clause 1 of Article 3 of the Corporate Tax Law, the Taxable Income of a
Taxable Person that exceeds the amount of (375,000) three hundred seventy-five thousand dirhams shall be subject

to Corporate Tax at (9%) nine percent in the relevant Tax Period.

Article (4)
Implementing Decisions

The Minister of Finance shall issue the necessary decisions for the implementation of this Decision.
Article (5)
Publication and Enforcement

This Decision shall be published in the Official Gazette and shall come into effect (15) fifteen days after the date of
its publication.

Mohammed bin Rashid Al Maktoum
Prime Minister

Issued by us,
On: 6 Jumada al-Akhar 1444
Corresponding to: 30 December 2022

Cabinet Decision No. 55 of 2023 on Determining Qualifying Income for the Qualifying Free Zone Person for

the Purposes of Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses
The Cabinet:

- Having reviewed the Constitution,
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- Federal Law No. 1 of 1972 on the Competencies of Ministries and Powers of the Ministers, and its amendments,
- Federal Decree-Law No. 13 of 2016 on the Establishment of the Federal Tax Authority, and its amendments,

- Federal Decree-Law No. 28 of 2022 on Tax Procedures,
- Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses,

- Pursuant to what was presented by the Minister of Finance and upon the approval of the Cabinet, Decided:

Article (1)

Definitions

Definitions in Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses shall be applied
to this Decision, with exception to that, the following words and expressions shall have the meaning assigned against

each, unless the context requires otherwise:

Domestic Permanent Establishment: A place of business or other form of presence of a Qualifying Free Zone Person

outside the Free Zone in the State.

Qualifying Activities: Any activities determined by a decision issued by the Minister and conducted by a Qualifying

Free Zone Person from which Qualifying Income is derived.

Excluded Activities: Any activities determined by a decision issued by the Minister and conducted by a Qualifying

Free Zone Person from which non-Qualifying Income is derived.
Non-Free Zone Person: Any Person who is not a Free Zone Person.
Commercial Property: Immovable property or part thereof:

(a) used exclusively for a Business or Business Activity.
(b) not used as a place of residence or accommodation including hotels, motels, bed and breakfast establishments,

serviced apartments and the like.

Corporate Tax Law: Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses.

Page 200



Article
)

Scope of Application

The provisions of this Decision shall apply to Qualifying Free Zone Persons.

Article (3)

Qualifying Income

1. For the purposes of application of Article (18) of the Corporate Tax Law, Qualifying Income of the Qualifying
Free Zone Person shall include the below categories of income, provided that such income is not attributable to
a Domestic Permanent Establishment or a Foreign Permanent Establishment in accordance with Article (5) of
this Decision or to the ownership or exploitation of immovable property in accordance with Article (6) of this

Decision:

a. Income derived from transactions with other Free Zone Persons, except for income derived from Excluded

Activities.

b. Income derived from transactions with a Non-Free Zone Person, but only in respect of Qualifying

Activities that are not Excluded Activities.

C. Any other income provided that the Qualifying Free Zone Person satisfies the de minimis requirements

under Article (4) of this Decision.

2. For the purposes of paragraph (a) of Clause (1) of this Article, income will be considered as derived from
transactions with a Free Zone Person where that Free Zone Person is the Beneficial Recipient of the relevant

services or Goods.

3. For the purposes of this Article, the term “Beneficial Recipient” shall mean a Person who has the right to use
and enjoy the service or the Good and does not have a contractual or legal obligation to pass on such service or
Good to another person and the term “Good” shall mean tangible or intangible property that has economic value

in dealing including moveable and immovable property.

4. Qualifying Income shall include income derived from any Person where such income is incidental to the income

under paragraph (a) or (b) of Clause (1) of this Article.

5. For the purposes of determining whether a Qualifying Free Zone Person has a Domestic Permanent

Establishment, the provisions of Article (14) of the Corporate Tax Law shall apply and the expression “Qualifying

Free Zone Person” shall be used instead of the expression ‘“Non-Resident Person”, and the expression
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Article
“geographical areas outside the Free Zones in the State” shall be used instead of the word “State”, wherever used

in that Article.

(O]

De minimis Requirements

The de minimis requirements shall be considered satisfied where the non-qualifying Revenue derived by the
Qualifying Free Zone Person in a Tax Period does not exceed a percentage of the total Revenue of the Qualifying
Free Zone Person in that Tax Period as specified by the Minister, or an amount specified by the Minister,

whichever is lower.

Subject to Clause (3) of this Article, the following provisions shall apply:

a. Non-qualifying Revenue is Revenue derived in a Tax Period from any of the following:
1) Excluded Activities.

2) Activities that are not Qualifying Activities where the other party to the transaction is a NonFree Zone

Person.
b. Total Revenue is all Revenue derived by a Qualifying Free Zone Person in a Tax Period.
The following Revenue shall not be included in the calculation of non-qualifying Revenue and total Revenue:
a. Revenue attributable to immovable property located in a Free Zone derived from the following transactions:
1) Transactions with Non-Free Zone Persons in respect of Commercial Property.
2) Transactions with any Person in respect of immovable property that is not Commercial Property.

b. Revenue attributable to a Domestic Permanent Establishment or a Foreign Permanent Establishment of the

Qualifying Free Zone Person.

For the purposes of this Article, a Qualifying Free Zone Person and its Domestic Permanent Establishment or
Foreign Permanent Establishment shall be treated as if the establishment was a separate and independent Person

that is a Related Party of the Qualifying Free Zone Person.

6]

Income Attributable to a Domestic Permanent Establishment or a Foreign Permanent Establishment
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1. Income attributable to a Domestic Permanent Establishment or a Foreign Permanent Establishment of the

Qualifying Free Zone Person shall be considered Taxable Income and taxed in accordance with paragraph (b) of

Clause (2) of Article (3) of the Corporate Tax Law.

2. The income attributable to a Domestic Permanent Establishment or a Foreign Permanent Establishment of a
Qualifying Free Zone Person for a Tax Period is the Taxable Income of any such establishment for that period
calculated as if the establishment was a separate and independent Person that is a Related Party of the Qualifying

Free Zone Person.

Article (6)

Income Attributable to Immovable Property Located in a Free Zone

1. Income attributable to immovable property located in a Free Zone that is derived from the below transactions
shall be considered Taxable Income and taxed in accordance with paragraph (b) of Clause

(2) of Article (3) of the Corporate Tax Law:
a. Transactions with Non-Free Zone Persons in respect of Commercial Property.

b. Transactions with any Person in respect of immovable property that is not Commercial Property.

2. For the purposes of Clause (1) of this Article, the Taxable Income for a Tax Period shall be the income that is
attributable to the immovable property referred to in paragraphs (a) and (b) of Clause (1) of this Article calculated

in accordance with the relevant provisions of the Corporate Tax Law.

Article (7)

Maintaining Adequate Substance in a Free Zone and Outsourcing

1. A Qualifying Free Zone Person shall undertake its core income-generating activities in a Free Zone and, having
regard to the level of the activities carried out, have adequate assets, an adequate number of qualified employees,

and incur an adequate amount of operating expenditures.

2. Activities can be outsourced to a Related Party in a Free Zone or a third party in a Free Zone, provided the

Qualifying Free Zone Person has adequate supervision of the outsourced activity.

Article (8)

Implementing Decisions
The Minister shall issue the necessary decisions to implement the provisions of this Decision.

®

Publication and Application this Decision
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Article
This Decision shall be published in the Official Gazette and shall come into effect on 1 June 2023.

Mohammed bin Rashid Al Maktoum
Prime Minister

Issued by us,
On: 10 Dhi al-Qi‘dah 1444 H
Corresponding to: 30 May 2023
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Cabinet Decision No. 56 of 2023 on Determination of a Non-Resident Person’s Nexus in the State for the

Purposes of Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses

The Cabinet:
- Having reviewed the Constitution,
- Federal Law No. 1 of 1972 on the Competencies of Ministries and Powers of the Ministers, and its amendments,
- Federal Decree-Law No. 13 of 2016 on the Establishment of the Federal Tax Authority, and its amendments,
- Federal Decree-Law No. 28 of 2022 on Tax Procedures,
- Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses,
- Pursuant to what was presented by the Minister of Finance and approved by the Cabinet, Decided:
Article (1)

Definitions

Definitions in Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses shall be applied to
this Decision, with exception to that, the following expressions shall have the meaning assigned against each, unless

the context requires otherwise:

Immovable Property: Means any of the following:

a. Any area of land over which rights or interests or services can be created.

b. Any building, structure or engineering work attached to the land permanently or attached to the seabed.

C. Any fixture or equipment which makes up a permanent part of the land or is permanently attached to the building,

structure or engineering work or attached to the seabed.
Corporate Tax Law: Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses.

Article (2)

Nexus in the State

1. For the purposes of paragraph (c) of Clause (4) of Article (11) of the Corporate Tax Law, any juridical person that
is a Non-Resident Person shall have a nexus in the State if it earns income from any Immovable Property in the

State.

2. For the purposes of paragraph (c) of Clause (3) of Article (12) of the Corporate Tax Law, the Taxable Income that
is attributable to the Immovable Property in the State shall include income derived from the right in rem, sale,
disposal, assignment, direct use, letting, including subletting and any other form of exploitation of Immovable

Property.
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Article (3)
Artificial Transfer of Rights in Immovable Property

If a Non-Resident Person artificially transfers or otherwise disposes of its right in rem in any Immovable Property in
the state to another person and that transfer or disposal is not for a valid commercial or other non-fiscal reason which
reflects economic reality, this would be considered an arrangement to obtain a Corporate Tax advantage under Clause

(1) of Article (50) of the Corporate Tax Law.

Article (4)

Requirement to Register for Corporate Tax

A Non-Resident Person that has a nexus in the State in accordance with Article (2) of this Decision shall be required

to register with the Authority in accordance with Article (51) of the Corporate Tax Law.

Article (5)

Implementing Decisions
The Minister shall issue the necessary decisions to implement any of the provisions of this Decision.

Article (6)

Publication and Application of this Decision

This Decision shall be published in the Official Gazette and shall come into effect on 1 June 2023.

Mohammed bin Rashid Al Maktoum
Prime Minister

Issued by us,
On: 10 Dhi al-Qi'dah 1444 H
Corresponding to: 30 May 2023

Ministerial Decision No. 27 of 2023 on Implementation of Certain Provisions of Cabinet Decision
No. 85 of 2022 on Determination of Tax Residency

The Minister of State for Financial Affairs:

- Having reviewed the Constitution,
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- Federal Law No. (1) of 1972 on the Competencies of the Ministries and Powers of the Ministers, and its

amendments,
- Federal Decree-Law No. (13) of 2016 on the Establishment of the Federal Tax Authority, and its amendments,
- Federal Decree-Law No. 28 of 2022 on Tax Procedures,
- Federal Decree-Law No. (47) of 2022 on the Taxation of Corporations and Businesses,

- Cabinet Decision No. (85) of 2022 on Determination of Tax Residency,

Has decided:
Article (1)
Definitions

Words and expressions in this Decision shall have the same meanings specified in the Cabinet Decision No. (85) of
2022 on Determination of Tax Residency unless the context requires otherwise.

Article (2)
Usual or Primary Place of Residence and Centre of Financial and Personal Interests in the State

1. A natural person’s usual or primary place of residence is in the State if the State is the jurisdiction where the
natural person habitually or normally resides.

2. The place where the natural person habitually or normally resides is the jurisdiction where he spends most of
his time when compared to any other jurisdiction as part of his settled routine in a way that is more than transient
and that should be taken into account in the determination of whether a natural person’s usual or primary place
of residence is in the State.

3. Anatural person's centre of financial and personal interests is in the State if the State is the jurisdiction where
the natural person’s personal and economic interests are the closest or of the greatest significance to the natural
person.

4.  The place of the natural person’s occupation, familial and social relations, cultural or other activities, place of
business, place from which the property of the natural person is administered and any other relevant facts and
circumstances should be taken into account in the determination of whether a natural person’s centre of
financial and personal interests is in the State.

Article (3)
Calculation of Time Periods

—_

The term “day” means calendar day and the term “month” means calendar month.

N

All days or parts of a day on which a natural person is physically present in the State count towards the total
number of days he is present in the State during a relevant consecutive (12) twelve-month period.
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—_

The days on which the natural person has been physically present in the State do not need to be consecutive in
determining whether the (183) one hundred and eighty-three day or (90) ninety-day period has been met during
the relevant consecutive (12) twelve-month period.

Article (4)
Exceptional Circumstances

Any day that the natural person’s presence in the State was due to exceptional circumstances may be disregarded
by the Authority in determining whether the (183) one hundred and eighty-three day or (90) ninety-day period
has been met during the relevant consecutive (12) twelve-month period.

An exceptional circumstance is an event or situation beyond the natural person's control, occurring while he is
already in the State, which he could not reasonably have predicted or prevented and which prevents him from
leaving the State as originally planned.

Article (5)
Permanent Place of Residence

A Permanent Place of Residence is a furnished house, apartment, room or any other form of dwelling, made
continuously available to the natural person.

The Permanent Place of Residence shall be considered as being available to the natural person where the natural
person has the continuous right of occupation therein at all times and on a regular basis with some degree of
permanency and stability and not just occasionally or for the purposes of a stay of a short duration.

A Permanent Place of Residence is not required to be owned by the natural person but can be rented or otherwise
occupied by him as a dwelling.

Article (6)
Employment
A natural person shall be considered as carrying on employment in the State in either of the following two cases:

(a) ifhe is party to a contract with an employer, which is incorporated or otherwise formed or recognised in the
State, under which the natural person undertakes to offer a service to the employer under their administration
or supervision for a promised remuneration paid by the employer in the State.

(b) Ifheis in a continuing relationship where all or substantially all of his income for his labour is derived from
one party whereby the income received by him constitutes remuneration for his labour performed in the State.

The nature of the employment can be limited or unlimited and the work may be carried out on a full time or part
time basis.

A voluntary role for which the natural person does not enter into a contract does not constitute employment.

Article (7)
Clarifications and Directives

The Authority shall issue clarifications and directives for implementing any of the provisions of this Decision.

Article (8)
Publication and Application of this Decision
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This Decision shall be published in the Official Gazette and shall come into force on 1 March 2023.

Mohamed bin Hadi Al Hussaini

Minister of State for Financial Affairs

Issued by us:
On: 02/ Shaban /1444H
Corresponding to: 22/02/2023
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Ministerial Decision No. 43 of 2023 Concerning Exception from Tax Registration for the Purpose of Federal
Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses

Minister of State for Financial Affairs:

- Having reviewed the Constitution,
- Federal Law No. 1 of 1972 on the Competencies of Ministries and Powers of the Ministers, and its

amendments,
- Federal Decree-Law No. 13 of 2016 on the Establishment of the Federal Tax Authority, and its amendments,
- Federal Decree-Law No. 28 0of 2022 on Tax Procedures,
- Federal Decree-Law No. 47 of 2022 on Taxation of Corporations and Businesses,
Has decided:

Article (1)
Definitions

Words and expressions in this Decision shall have the same meanings specified in the Federal DecreeLaw No. 47 of
2022 on Taxation of Corporations and Businesses (referred to in this Decision as
“Corporate Tax Law”) unless the context requires otherwise.

Article (2)
Exception from Registration for Corporate Tax

1. The following Persons shall not register for Corporate Tax with the Authority:

(a) A Government Entity.

(b) A Government Controlled Entity.

(c) A Person engaged in an Extractive Business that meets the conditions of Article 7 of the Corporate Tax Law.

(d) A Person engaged in a Non-Extractive Natural Resource Business, that meets the conditions of Article 8 of
the Corporate Tax Law.

(e) A Non-Resident Person that derives only State Sourced Income under Article 13 of the Corporate Tax Law
and that does not have a Permanent Establishment in the State according to the provisions of the Corporate
Tax Law.

2. Paragraphs (a) to (d) of Clause (1) of this Article shall be without prejudice to the obligation of the Person to
register for Corporate Tax in cases where the Person becomes a Taxable Person under the provisions of the
Corporate Tax Law.

Article (3)
Publication and Application of this Decision

This Decision shall be published and shall come into effect the day following its publication.
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Mohamed bin Hadi Al Hussaini

Minister of State for Financial Affairs

Issued by us:
On: 18/ SHABAN /1444
Corresponding to: 10/03/2023
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Ministerial Decision No. 68 of 2023
on the Treatment of all Businesses and Business Activities Conducted by a Government Entity as a Single
Taxable Person

Minister of State for Financial Affairs:

- Having reviewed the Constitution,

- Federal Law No. 1 of 1972 on the Competencies of Ministries and Powers of the Ministers and its
amendments,

- Federal Decree-Law No. 13 0of 2016 on the Establishment of the Federal Tax Authority and its amendments,

- Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses,

- Federal Decree-Law No. 28 0of 2022 on Tax Procedures,

- Cabinet Decision No. 36 of 2017 on the Executive Regulation of Federal Law No. 7 of 2017 on Tax

Procedures and its amendments,

Has decided:
Article (1)
Definitions

In the application of the provisions of this Decision, the following words and expressions shall have meanings
assigned against each, unless the context requires otherwise:

Federal Government Entity: The Federal Government, ministries, government agencies, authorities and public
institutions of the Federal Government.

Local Government Entity: The Local Governments, ministries, government departments, government agencies,
authorities and public institutions of the Local Governments.

Representative Federal Government Entity: The Federal Government Entity that is mandated by the Federal
Government to represent the Federal Government Entities that are treated as a single Taxable Person in accordance
with the provisions of Article 2 of this Decision.

Representative Local Government Entity: The Local Government Entity that is mandated by the Local
Government to represent the Local Government Entities that are treated as a single Taxable Person in accordance
with the provisions of Article 3 of this Decision.

Other words and expressions in this Decision shall have the same meanings specified in the Federal Decree-Law
No. 47 of 2022 on the Taxation of Corporations and Businesses (referred to in this Decision as the “Corporate Tax
Law”) unless the context requires otherwise.

Article (2)
Conditions to treat the Federal Government’s Businesses and Business Activities as a Single Taxable Person

1. For the purposes of Clause 6 of Article 5 of the Corporate Tax Law, the Businesses and Business Activities
conducted by the Federal Government Entities shall be treated as a single Taxable Person subject to meeting the
following conditions:

a. The application to be treated as a Single Taxable Person shall include all Businesses and Business Activities
conducted by the Federal Government Entities.
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b. The Businesses and Business Activities of the Federal Government Entities shall be conducted under a
Licence issued by a Licensing Authority.

c. The application to the Authority to be treated as a Single Taxable Person shall only be made by the
Representative Federal Government Entity.

For the purposes of Clause 1 of this Article, the Authority shall be notified of the appointment of the
Representative Federal Government Entity that is mandated to comply with all obligations set out in the
Corporate Tax Law and this Decision.

An application shall be made to the Authority to replace the Representative Federal Government Entity without
a discontinuation of the treatment as a single Taxable Person in accordance with Clause 1 of this Article.

Where Clause 1 of this Article applies, any new Businesses or Business Activities conducted by the Federal
Government Entity that meet the conditions under Clause 1 of this Article shall be directly treated as part of the
single Taxable Person, and the Representative Federal Government Entity shall notify the Authority within (20)
twenty business days from the occurrence of such an event.

Where Clause 1 of this Article applies, the Representative Federal Government Entity shall notify the Authority
within (20) twenty business days from the occurrence of any of the following circumstances:

a. Any Business or Business Activity is no longer conducted by the Federal Government Entity.

b. Any Business or Business Activity is no longer conducted under a Licence issued by a Licensing Authority.

The treatment as a single Taxable Person under Clause 1 of this Article shall cease in any of the following
circumstances:

a. Following approval by the Authority of an application made by the Representative Federal Government
Entity to cease the treatment as a single Taxable Person.

b. Failure to meet the conditions under Clause 1 of this Article.

Article (3)
Conditions to treat the Local Government’s Businesses and Business Activities as a Single
Taxable Person

For the purposes of Clause 6 of Article 5 of the Corporate Tax Law, the Businesses and Business Activities
conducted by the Local Government Entities shall be treated as a single Taxable Person subject to meeting the
following conditions:

a. The application to be treated as a Single Taxable Person shall include all Businesses and Business Activities
conducted by the Local Government Entities.

b. The Businesses and Business Activities of the Local Government Entities shall be conducted under a
Licence issued by a Licensing Authority.

c. The Businesses and Business Activities of the Local Government Entities shall be conducted within the
same Emirate.

d. The application to the Authority to be treated as a Single Taxable Person shall only be made by the
Representative Local Government Entity.
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For the purposes of Clause 1 of this Article, the Authority shall be notified of the appointment of the
Representative Local Government Entity that is mandated to comply with all obligations set out in the Corporate
Tax Law and this Decision.

An application shall be made to the Authority to replace the Representative Local Government Entity without a
discontinuation of the treatment as a single Taxable Person in accordance with Clause 1 of this Article.

Where Clause 1 of this Article applies, any new Businesses or Business Activities conducted by the Local
Government Entity that meet the conditions under Clause 1 of this Article shall be directly treated as part of the
single Taxable Person, and the Representative Local Government Entity shall notify the Authority within (20)
twenty business days from the occurrence of such an event.

Where Clause 1 of this Article applies, the Representative Local Government Entity shall notify the Authority
within (20) twenty business days from the occurrence of any of the following circumstances:

a. Any Business or Business Activity is no longer conducted by the Local Government Entity.

b. Any Business or Business Activity is no longer conducted under a Licence issued by a Licensing Authority.

The treatment as a single Taxable Person under Clause 1 of this Article shall cease in any of the following
circumstances:

a. Following approval by the Authority of an application made by the Representative Local Government Entity
to cease the treatment as a single Taxable Person.

b. Failure to meet the conditions under Clause 1 of this Article.

Article (4)
Start and End Dates of the Treatment as a Single Taxable Person

For the purposes of Articles 2 and 3 of this Decision, the treatment as a single Taxable Person shall start from the
beginning of the Tax Period specified in the application submitted to the Authority, or from the beginning of any
other Tax Period determined by the Authority.

For the purposes of paragraph (a) of Clause 6 of Article 2 and paragraph (a) of Clause 6 of Article 3 of this
Decision, the treatment as a single Taxable Person shall end from the beginning of the Tax Period specified in
the application submitted to the Authority, or from the beginning of any other Tax Period determined by the
Authority.

For the purposes of paragraph (b) of Clause 6 of Article 2 and paragraph (b) of Clause 6 of Article 3 of this
Decision, the treatment as a single Taxable Person shall end from the beginning of the Tax Period in which the
conditions under Clause 1 of Article 2 or Clause 1 of Article 3 of this Decision, as applicable, are no longer met.

Page 214



Article (5)
Taxable Income of the Single Taxable Person

For the purposes of determining the Taxable Income upon the application of Clause 1 of Article 2 or Clause

1 of Article 3 of this Decision, as applicable, the Representative Federal Government Entity or the

Representative Local Government Entity shall consolidate the financial results, assets and liabilities of all Businesses
and Business Activities attributable to the single Taxable Person for the relevant Tax Period, eliminating transactions
between the Businesses and Business Activities of the Government Entities within the same single Taxable Person.

Article (6)
Publication and Application of this Decision

This Decision shall be published and shall come into effect (15) fifteen days following its publication.

Mohamed bin Hadi Al Hussaini

Minister of State for Financial Affairs

Issued by us:
On: 07/ RAMADAN /1444
Corresponding to: 29/03/2023
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Ministerial Decision No. 73 of 2023 on Small Business Relief for the Purposes of Federal Decree-
Law No. 47 of 2022 on the Taxation of Corporations and Businesses

Minister of State for Financial Affairs:

- Having reviewed the Constitution,

- Federal Law No. 1 of 1972 on the Competencies of Ministries and Powers of the Ministers, and its
amendments,

- Federal Law No. 2 of 2014 on Small and Medium Enterprises,

- Federal Decree-Law No. 13 of 2016 on the Establishment of the Federal Tax Authority, and its amendments,

- Federal Decree-Law No. 28 0of 2022 on Tax Procedures,

- Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses,

- Cabinet Decision No. 22 of 2016 Concerning the Unified Definition for Small & Medium Enterprises,

- Cabinet Decision No. 44 of 2020 on Organising Reports Submitted by Multinational Companies,

Has decided:

Article (1)
Definitions

Words and expressions in this Decision shall have the same meanings specified in Federal Decree-Law No. 47 of
2022 referred to above (“Corporate Tax Law”).

Article (2)
Taxable Person’s Revenue Threshold

1. For the purposes of the Small Business Relief referred to in Article 21 of the Corporate Tax Law (“Small
Business Relief”), the Taxable Person’s Revenue threshold for the relevant Tax Period and previous Tax Periods
shall be AED 3,000,000 (three million dirhams) for each Tax Period.

2. The threshold set out in Clause (1) of the Article shall apply to Tax Periods commencing on or after 1 June 2023
and such threshold shall only continue to apply to subsequent Tax Periods that end before or on 31 December
2026.

3. A Taxable Person shall not be able to elect to apply the Small Business Relief if their Revenue in any relevant or
previous Tax Period has exceeded the threshold set out in Clause (1) of this Article.

4. The Revenue for the purpose of this Article shall be determined in accordance with the applicable accounting
standards accepted in the State.
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Article (3)
Additional Conditions for Small Business Relief

A Resident Person that elects to apply the Small Business Relief must not be any of the following:

1.

A Constituent Company of a Multinational Enterprises Group as defined in Cabinet Decision No. 44 of 2020
referred to above.

A Qualifying Free Zone Person.

Article (4)
Tax Loss Relief

Where an election to apply the Small Business Relief is made in a Tax Period, any Tax Losses incurred in such
Tax Period cannot be carried forward to any subsequent Tax Periods.

Any unutilised Tax Losses incurred in previous Tax Periods where an election to apply the Small Business Relief
was not made, may be carried forward to subsequent Tax Periods in which an election to apply the Small Business
Relief is not made, subject to the conditions of Article 37 of the Corporate Tax Law.

Article (5)
General Interest Deduction Limitation Rule

Where an election to apply the Small Business Relief is made in a Tax Period, any Net Interest Expenditure
incurred in such Tax Period cannot be carried forward to any subsequent Tax Periods.

Any Net Interest Expenditure incurred in previous Tax Periods where an election to apply the Small Business
Relief was not made may be carried forward to subsequent Tax Periods in which an election to apply the Small
Business Relief is not made, subject to the conditions of Article 30 of the Corporate Tax Law.

Article (6)
Artificial Separation of Business

Where the Authority establishes that one or more Persons have artificially separated their Business or Business
Activity and the amount of Revenue across the Persons’ entire Business or Business Activity exceeds the
threshold specified under Clause (1) of Article 2 of this Decision in any Tax Period and such one or more
Persons have elected to apply the Small Business Relief, this would be considered an arrangement to obtain a
Corporate Tax advantage under Clause (1) of Article 50 of the Corporate Tax Law.

For the purposes of determining whether the Business or Business Activity has been artificially separated, the
Authority shall consider whether the arrangement was undertaken for a valid commercial purpose and whether

the Persons carry on substantially the same Business or Business Activity by taking into account all relevant
facts and circumstances, including but not limited to their financial, economic and organisational links.

Article (7)
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Publication and Application of this Decision

This Decision shall be published and shall come into effect (15) fifteen days following its publication.

Mohamed bin Hadi Al Hussaini

Minister of State for Financial Affairs

Issued by us:
On: 12/ RAMADAN /1444
Corresponding to: 03/04/2023
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Ministerial Decision No. 82 of 2023 on the Determination of Categories of Taxable Persons
Required to Prepare and Maintain Audited Financial Statements for the Purposes of Federal Decree-Law
No. 47 of 2022 on the Taxation of Corporations and Businesses

Minister of State for Financial Affairs:

- Having reviewed the Constitution,

- Federal Law No. 1 of 1972 on the Competencies of Ministries and Powers of the Ministers, and its
amendments,

- Federal Decree-Law No. 13 of 2016 on the Establishment of the Federal Tax Authority, and its amendments,

- Federal Decree-Law No. 28 0of 2022 on Tax Procedures,

- Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses,

Has decided:

Article (1)
Definitions

Words and expressions in this Decision shall have the same meanings specified in the Federal DecreeLaw No. 47 of
2022 referred to above (“Corporate Tax Law”).

Article (2)
Categories of Taxable Persons Required to Prepare and Maintain Audited Financial Statements

For the purposes of Clause 2 of Article 54 of the Corporate Tax Law, the following categories of Taxable Persons
shall prepare and maintain audited financial statements:

1. A Taxable Person deriving Revenue exceeding AED 50,000,000 (fifty million United Arab Emirates
dirhams) during the relevant Tax Period.
2. A Qualifying Free Zone Person.

Article (3)
Publication and Application of this Decision

This Decision shall be published and shall come into effect (15) fifteen days following the date of its publication.

Mohamed bin Hadi Al Hussaini

Minister of State for Financial Affairs

Issued by us:
On: 19/ RAMADAN /1444
Corresponding to: 10/04/2023
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Ministerial Decision No. 83 of 2023 on the Determination of the Conditions under which the
Presence of a Natural Person in the State would not Create a Permanent Establishment for a
Non-Resident Person for the Purposes of Federal Decree-Law No. 47 of 2022 on the Taxation of
Corporations and Businesses

Minister of State for Financial Affairs:

- Having reviewed the Constitution,

- Federal Law No. 1 of 1972 on the Competencies of Ministries and Powers of the Ministers, and its
amendments,

- Federal Decree-Law No. 13 of 2016 on the Establishment of the Federal Tax Authority, and its amendments,

- Federal Decree-Law No. 28 0of 2022 on Tax Procedures,

- Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses,
Has decided:

Article (1)
Definitions

Words and expressions in this Decision shall have the same meanings specified in the Federal DecreeLaw No. 47 of
2022 referred to above (“Corporate Tax Law”).

Article (2)
Conditions of a Temporary and Exceptional Presence in the State

1. For the purposes of paragraph (a) of Clause 7 of Article 14 of the Corporate Tax Law, the presence of a natural
person in the State shall be considered a consequence of a temporary and exceptional situation where all of the
following conditions are met:

a) The presence of the natural person in the State is a consequence of exceptional circumstances of a public or
private nature.

b) The exceptional circumstances cannot reasonably be predicted by the natural person or the NonResident
Person.

c) The natural person did not express any intention to remain in the State when the exceptional circumstances
end.

d) The Non-Resident Person does not have a Permanent Establishment in the State before the occurrence of
the exceptional circumstances.

e) The Non-Resident Person did not consider that the natural person is creating a Permanent Establishment or
deriving income in the State as per the tax legislation applicable in other jurisdictions.

2. For the purposes of Clause 1 of this Article, an exceptional circumstance is a situation or an event beyond the
natural person's control, which occurred while he was already in the State, which he could not reasonably predict
or prevent and which prevented him from leaving the State as originally planned, including but not limited to
any of the following circumstances:
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a) With respect to the exceptional circumstances of a public nature:
1. Adoption of public health measures by the competent authorities in the State or in the jurisdiction of
the original workplace or by the World Health Organization.

2. Imposition of travel restrictions by the competent authorities in the State or in the jurisdiction of the
original workplace.

Imposition of legal sanctions on the natural person preventing them from leaving the State’s Territory.
Acts of war or occurrence of terrorist attacks.

Occurrence of natural disasters or force majeure beyond reasonable control.

o o k& w

Any other circumstances similar to those provided for in this paragraph as prescribed by the Authority.
b) With respect to the exceptional circumstances of a private nature:
1. Occurrence of an emergency health condition affecting the natural person or their relatives up to the

fourth degree, including by way of adoption or guardianship.

2. Any other circumstances similar to those provided for in this paragraph as prescribed by the Authority.

Article (3)
Publication and Application of this Decision

This Decision shall be published and shall come into effect (15) fifteen days following the date of its publication.

Mohamed bin Hadi Al Hussaini

Minister of State for Financial Affairs

Issued by us:
On: 19/ RAMADAN /1444
Corresponding to: 10/04/2023

Ministerial Decision No. 97 of 2023 Requirements for Maintaining Transfer Pricing
Documentation for the Purposes of Federal Decree-Law No. 47 of 2022 on the Taxation of
Corporations and Businesses

Minister of State for Financial Affairs:

- Having reviewed the Constitution,

- Federal Law No. 1 of 1972 on the Competencies of Ministries and Powers of the Ministers, and its
amendments,

- Federal Decree-Law No. 13 of 2016 on the Establishment of the Federal Tax Authority, and its amendments,

- Federal Decree-Law No. 28 of 2022 on Tax Procedures,
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Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses,

Cabinet Decision No. 44 of 2020 on Organising Reports Submitted by Multinational Companies,

Has decided:

Article (1)
Definitions

Words and expressions in this Decision shall have the same meanings specified in the Federal DecreeLaw No. 47 of
2022 referred to above (“Corporate Tax Law”) unless the context requires otherwise.

Article (2)
Conditions for Maintaining Master File and Local File

1. A Taxable Person that meets either of the following conditions shall maintain both a master file and a local file
in accordance with Clause (2) of Article (55) of the Corporate Tax Law in the relevant Tax Period:

a)

b)

Where the Taxable Person, for any time during the relevant Tax Period, is a Constituent

Company of a Multinational Enterprises Group as defined in the Cabinet Decision No. 44 of

2020 referred to above that has a total consolidated group Revenue of AED 3,150,000,000 (three billion
one hundred and fifty million United Arab Emirates dirhams) or more in the relevant Tax Period.

Where the Taxable Person’s Revenue in the relevant Tax Period is AED 200,000,000 (two hundred million
United Arab Emirates dirhams) or more.

2. Subject to Clause (3) of this Article, the Taxable Person shall include transactions or arrangements with all of
the following Related Parties and Connected Persons in the local file:

a)
b)

c)

d)

A Non-Resident Person.
An Exempt Person.

A Resident Person that has made an election under Article (21) of the Corporate Tax Law and meets the
conditions of such election.

A Resident Person whose income is subject to a different Corporate Tax rate from that applicable to the
income of the Taxable Person.

The Taxable Person shall not include transactions or arrangements with the following Related Parties and

Connected Persons in the local file:

a)
b)

c)

d)

Resident Persons other than those specified in paragraphs (b), (c) and (d) of Clause (2) of this Article.

A natural person, provided that the parties to the transaction or arrangement are acting as if they were
independent of each other.

A juridical person that is considered to be a Related Party or a Connected Person solely by virtue of being
a partner in an Unincorporated Partnership, provided that the parties to the transaction or arrangement are
acting as if they were independent of each other.

A Permanent Establishment of a Non-Resident Person in the State whose income is subject to the same
Corporate Tax rate as that applicable to the income of the Taxable Person.
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4. For the purpose of paragraphs (b) and (c) of Clause (3) of this Article, the parties engaged in the transaction or
arrangement shall be considered acting as if they were independent of each other where both of the following
conditions are met:

a) The relevant transaction or arrangement is undertaken in the ordinary course of Business.
b) These parties are not exclusively or almost exclusively transacting with each other.

5. For the purpose of paragraphs (b) and (c) of Clause (3) of this Article, where the activities of one Person in the

transaction or arrangement are subject to detailed instruction or to comprehensive control of the other Person in

the same transaction or arrangement, such Persons shall not be regarded as acting as if they were independent
of each other.

6. For the purposes of Clauses (4) and (5) of this Article, the Authority shall take into account all relevant facts
and circumstances to determine whether the Persons shall be regarded as acting as if they were independent of
each other.

Article (3)
Transfer Pricing Documentation Guidelines

The Authority shall issue guidelines for the application of the provisions of this Decision and maintaining transfer
pricing documentation.

Article (4)
Publication and Application of this Decision

This Decision shall be published and shall come into effect the day following the date of its publication.

Mohamed bin Hadi Al Hussaini

Minister of State for Financial Affairs

Issued by us:
On: 07/ SHAWWAL /1444
Corresponding to: 27/04/2023

Ministerial Decision No. 105 of 2023 on the Determination of the Conditions under which a

Person may Continue to be Deemed as an Exempt Person, or Cease to be Deemed as an Exempt

Person from a Different Date for the Purposes of Federal Decree-Law No. 47 of 2022 on the
Taxation of Corporations and Businesses

Minister of State for Financial Affairs:

- Having reviewed the Constitution,

- Federal Law No. 1 of 1972 on the Competencies of Ministries and Powers of the Ministers, and its
amendments,

- Federal Decree-Law No. 13 of 2016 on the Establishment of the Federal Tax Authority, and its amendments,

- Federal Decree-Law No. 28 of 2022 on Tax Procedures,
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- Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses,

Has decided:

Article (1)
Definitions

Words and expressions in this Decision shall have the same meanings specified in the Federal DecreeLaw No. 47 of
2022 referred to above (“Corporate Tax Law”), unless the context requires otherwise.

Article (2)
Conditions of Deeming the Person as an Exempt Person in Case of Liquidation or Termination

1. For the purposes of paragraph (a) of Clause (6) of Article (4) of the Corporate Tax Law, the Person may continue
to be deemed as an Exempt Person from the date its liquidation or termination procedure starts until the date it
is completed, provided that a notification has been submitted to the Authority within (20) twenty business days
from the date of the beginning of the procedures.

2. Where Clause (1) of this Article applies, the Person shall cease to be deemed as an Exempt Person on the day
following the date of the completion of the liquidation or termination procedure.

3. For the purposes of Clause (1) of this Article, the Person’s liquidation or termination procedure shall be applied
as per the applicable legislations in the State.

Article (3)
Conditions of Deeming the Person as an Exempt Person in Case the Failure to Meet the
Conditions is of a Temporary Nature

1. For the purposes of paragraph (b) of Clause (6) of Article (4) of the Corporate Tax Law, the Person may continue
to be deemed as an Exempt Person where all of the following conditions are met:

a. The failure to meet the conditions to be deemed as an Exempt Person is due to a situation or an event
beyond the Person’s control which he could not reasonably have predicted or prevented.

b. The Person has made an application to the Authority to continue to be treated as an Exempt Person within
(20) twenty business days from the date it fails to meet the conditions to be exempt under the relevant
provisions of the Corporate Tax Law.

c. Itisreasonably expected to rectify the failure to meet the conditions within (20) twenty business days
from the submission of the application under paragraph (b) of this Clause.

d. Upon request by the Authority, the Person provides evidence to support putting in place the appropriate
procedures to monitor the compliance with the relevant conditions of the Corporate Tax Law, within (20)
twenty business days from the date of the request by the Authority, or any other period as may be
determined by the Authority.

2. The period specified in paragraph (c) of Clause (1) of this Article may be extended by an additional
(20) twenty business days in the event that the failure to rectify is beyond the Person’s reasonable control.
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3. The Authority shall review the application submitted under paragraph (b) of Clause (1) of this Article and notify
the Person of its decision within (20) twenty business days of the submission of the application, or such other
time period required to review the application, provided that the Person has been notified.

Article (4)
Instances for Ceasing to Deem the Person as an Exempt Person from a Different Date

For the purposes of paragraph (c) of Clause (6) of Article (4) of the Corporate Tax Law, the Person shall cease to be
deemed as an Exempt Person starting from the day it fails to meet the conditions to be exempt under the relevant
provisions of the Corporate Tax Law, in case it can be reasonably concluded that the main purpose or one of the main
purposes of this cessation is to obtain a Corporate Tax advantage as specified in Clause (2) of Article (50) of the
Corporate Tax Law that is not consistent with the intentions or purposes of the Corporate Tax Law.

Article (5)
Publication and Application of this Decision

This Decision shall be published and shall come into effect on the date of its publication.

Mohamed bin Hadi Al Hussaini

Minister of State for Financial Affairs

Issued by us:
On: 14/ SHAWWAL /1444
Corresponding to: 04/05/2023
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Ministerial Decision No. 114 of 2023

on the Accounting Standards and Methods for the Purposes of Federal DecreeL.aw No. 47

0f 2022 on the Taxation of Corporations and Businesses

Minister of State for Financial Affairs:

- Having reviewed the Constitution,

- Federal Law No. 1 of 1972 on the Competencies of Ministries and Powers of the

Ministers, and its amendments,

- Federal Decree-Law No. 13 of 2016 on the Establishment of the Federal Tax Authority,

and its amendments,

- Federal Decree-Law No. 28 of 2022 on Tax Procedures,

- Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses,

Has decided:

Article (1)
Definitions

Words and expressions in this Decision shall have the same meanings specified in the Federal
Decree-Law No. 47 of 2022 referred to above (“Corporate Tax Law”), and the following
words and expressions shall have the meanings assigned against each, unless the context
otherwise requires:

Financial Statements: A complete set of statements as specified under the Accounting
Standards applied by the Taxable Person, which includes, but is not limited to, statement of
income, statement of other comprehensive income, balance sheet, statement of changes in
equity and cash flow statement.

Cash Basis of Accounting: An accounting method under which the Taxable Person
recognises income and expenditure when cash payments are received and paid.

Article (2)
Preparing Financial Statements Using the Cash Basis of Accounting

For the purposes of paragraph (a) of Clause (5) of Article (20) of the Corporate Tax Law, a
Person may prepare Financial Statements using the Cash Basis of Accounting, in any of the
following instances:

1. Where the Person derives Revenue that does not exceed AED 3,000,000 (three million
United Arab Emirates dirhams).

2. In exceptional circumstances and pursuant to an application submitted by the Person to
the Authority.
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Article (3)
Financial Statements

For the purposes of paragraph (b) of Clause (5) of Article (20) of the Corporate Tax

Law, the reference to the preparation of consolidated Financial Statements of a Tax Group
under Clause (11) of Article (42) of the Corporate Tax Law shall mean the preparation of
standalone Financial Statements on the basis of the aggregation of the standalone Financial
Statements of the Parent Company and each Subsidiary that is a member of the Tax Group,
eliminating the transactions between them as required under Clause (1) of Article (42) of the
Corporate Tax Law.

Article (4)
Applicable Accounting Standards

1. For the purposes of Clause (1) of Article (20) of the Corporate Tax Law, a Taxable Person
shall apply the International Financial Reporting Standards (“IFRS”).

2. Without prejudice to the provisions of Clause (1) of this Article, a Taxable Person
deriving Revenue that does not exceed AED 50,000,000 (fifty million United Arab
Emirates dirhams) may apply International Financial Reporting Standards for small and
medium-sized entities (“IFRS for SMEs”).

Article (5)
Publication and Application of this Decision

The Decision shall be published and shall come into effect the day following the date of its
publication.

Mohamed bin Hadi Al Hussaini Minister of
State for Financial Affairs

Issued by us:
On:19/ SHAWWAL /1444
Corresponding t0:09/05/2023



Ministerial Decision No. 115 of 2023 on Private Pension Funds and Private Social
Security Funds for the Purposes of Federal Decree-Law No. 47 of 2022 on the Taxation of
Corporations and Businesses

Minister of State for Financial Affairs:

- Having reviewed the Constitution,

- Federal Law No. 1 of 1972 on the Competencies of Ministries and Powers of the Ministers, and its
amendments,

- Federal Law No. 7 of 1999 on the Issuance of the Law of Pensions and Social Security, and its
amendments,

- Federal Decree-Law No. 13 of 2016 on the Establishment of the Federal Tax Authority, and its
amendments,

- Federal Decree- Law No. 33 of 2021 Regulating Labour Relations, and its amendments,

- Federal Decree-Law No. 28 0of 2022 on Tax Procedures,

- Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses, Has decided:

Article (1)
Definitions

Words and expressions in this Decision shall have the same meanings specified in the Federal
Decree-Law No. 47 of 2022 referred to above (“Corporate Tax Law”), and the following words and
expressions shall have the meanings assigned against each, unless the context otherwise requires:
Disability: Means full disability and partial disability as defined in Federal Law No. 7 of 1999 referred to

above.

Pension Plan: A contract having an explicit objective of providing benefits upon a defined retirement age
in the State, prior to which the benefits cannot be paid without incurring a significant contractual penalty.
It may also provide benefits in cases of Disability and death.

Pension Plan Member: A natural person who is making contributions, or on behalf of whom contributions

are being made, to a private pension fund and is accumulating assets or entitlements in the private pension
fund.

Beneficiary: Any Person entitled to a share in the Pension Plan due to the death of the Pension Plan
Member.

End of Service Benefit: Benefits of an employee upon end of service as per the provisions of Federal
Decree- Law No. 33 of 2021 and Federal Law No. 7 of 1999 referred to above.

Auditor: An independent Person licensed and registered by the competent authorities of the State, that is
appointed and remunerated by a private pension fund or a private social security fund to audit its financial
statements.



Article (2)
Private Pension Fund

A private pension fund may apply to the Authority to be exempt from Corporate Tax under paragraph (g)
of Clause (1) and Clause (3) of Article (4) of the Corporate Tax Law where all of the following conditions

are met:

1. The fund comprises a pool of assets which have been assigned by law or contract as Pension Plan
assets or the acquisition of these assets has been financed by or with the use of contributions to a
Pension Plan for the exclusive purpose of financing the Pension Plan benefits.

2. The fund grants Pension Plan Members or Beneficiaries a right or other contractual claim or
entitlement, against its assets or earnings.

3. The income of the fund solely comprises income as specified in Article (4) of this Decision.
4. The fund must have an Auditor.

Article (3)
Private Social Security Fund

A private social security fund may apply to the Authority to be exempt from Corporate Tax under paragraph
(g) of Clause (1) and Clause (3) of Article (4) of the Corporate Tax Law where all of the following
conditions are met:

1. The fund comprises a pool of assets which have been assigned by law or contract as fund assets or the
acquisition of these assets has been financed by or with the use of contributions to the fund for the
exclusive purpose of financing the End of Service Benefit.

2. The income of the fund solely comprises income as specified in Article (4) of this Decision.

3. The fund must have an Auditor.

Article (4)
Income

For the purposes of Articles (2) and (3) of this Decision, a private pension fund and a private social security
fund must earn their income from any of the following:

1. Investments or deposits, where the investments or deposits are held for the purposes of fulfilling the
obligations of the fund, and the investments do not constitute a Business operated by the fund.

2. Underwriting commissions that are charged for the purposes of the fund.

3. Rebates of charges due or paid by the fund to Persons involved in managing part or all of the assets of
the fund, that are not deemed as compensation for services provided by the fund.

4. Any other income derived in accordance with a defined investment policy for the benefit of Pension
Plan Members or beneficiaries of the End of Service Benefit, as applicable.

Article (5)
Contributions to a Private Pension Fund



1. A Taxable Person who is an employer may deduct the total value of contributions made to a private
pension fund in respect of its employees who are Pension Plan Members in the Tax Period in which
such contributions are paid.

2. The value of contributions which may be deducted under Clause (1) of this Article for each Pension
Plan Member shall not exceed (15%) fifteen percent of the total Pension Plan Member’s remuneration
that is deductible for Corporate Tax purposes in the relevant Tax Period.

Article (6)
Administration

1. The Auditor of a private pension fund or private social security fund shall confirm the compliance of
the fund with the provisions of this Decision annually where the fund has made an application to the
Authority under Clause (3) of Article (4) of the Corporate Tax Law to be exempt from Corporate Tax.

2. Where an exemption under paragraph (g) of Clause (1) of Article (4) of the Corporate Tax Law has
been granted by the Authority, the Auditor shall report to the Authority any fact they have become
aware of while carrying out the audit of accounting information contained in the annual report of a
private pension fund or a private social security fund, where this fact constitutes a breach of the
conditions specified in this Decision.

3. Subject to any other decisions issued by the Minister, the Authority shall have the right to withdraw
the exemption provided for under paragraph (g) of Clause (1) of Article (4) of the Corporate Tax Law
from a private pension fund or a private social security fund in any of the following circumstances:

(a) The Auditor has confirmed that the fund no longer meets the conditions specified in this
Decision.

(b) The Auditor does not satisfy any of the conditions specified under Clauses (1) and (2) of this
Article.

(c) The Authority finds that the fund no longer meets the conditions specified in this Decision.

Article (7)
Publication and Application of this Decision

This Decision shall be published and shall come into effect the day following the date of its publication.

Mohamed bin Hadi Al Hussaini
Minister of State for Financial Affairs

Issued by us:
On:20/ SHAWWAL /1444
Corresponding t0:10/05/2023
Ministerial Decision No. 116 of 2023
on the Participation Exemption for the Purposes of Federal Decree-Law No. 47 of 2022 on
the Taxation of Corporations and Businesses

Minister of State for Financial Affairs:



- Having reviewed the Constitution,

- Federal Law No. 1 of 1972 on the Competencies of Ministries and Powers of the Ministers,
and its amendments,

- Federal Decree-Law No. 13 of 2016 on the Establishment of the Federal Tax Authority, and
its amendments,

- Federal Decree-Law No. 28 of 2022 on Tax Procedures,

- Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses,

Has decided:

Article (1)
Definitions

Words and expressions in this Decision shall have the same meanings specified in the Federal
Decree-Law No. 47 of 2022 referred to above (“Corporate Tax Law”), and the following words
and expressions shall have the meanings assigned against each, unless the context otherwise
requires:

Accounting Standards: The accounting standards specified in a decision issued by the Minister
for the purposes of the Corporate Tax Law.

Participating Interest: Means an ownership interest in the shares or capital of a juridical person
that meets the conditions referred to in Article (23) of the Corporate Tax Law.

Participation: The juridical person in which the Participating Interest is held.

Ordinary Shares: The category of capital stock or equivalent ownership interest, which gives its
owner, on a share-by-share basis, equal entitlement to voting rights, profits, and liquidation
proceeds.

Preferred Shares: The category of capital stock or equity interest which gives its owner priority
entitlement to profits and liquidation proceeds ahead of owners of Ordinary Shares.

Redeemable Shares: The category of capital stock or equity interest which the juridical person
issuing this instrument has agreed to redeem or buy back from the owner of this instrument at a
future date or after a specific event, for a predetermined amount or with reference to a
predetermined amount.

Dividend: Any payments or distributions that are declared or paid on or in respect of shares or
other rights participating in the profits of the issuer of such shares or rights which do not constitute
a return on capital or a return on debt claims, whether such payments or distributions are in cash,
securities, or other properties, and whether payable out of profits or retained earnings or from any
account or legal reserve or from capital reserve or revenue. This will include any payment or
benefit which in substance or effect constitutes a distribution of profits made in connection with



the acquisition or redemption or cancellation of shares or termination of other ownership interests
or rights or any transaction or arrangement with a Related Party or Connected Person which does
not comply with Article (34) of the Corporate Tax Law.

Membership and Partner Interests: The equity interests owned by a member or a partner in the
juridical person, which entitles the member or the partner to a share of the profits, determined
with reference to the member’s or the partner’s capital contribution, and which may be transferred
to others.

Islamic Financial Instrument: A financial instrument which is compliant with Sharia principles.

Accounting and Auditing Organization for Islamic Financial Institutions: An Islamic
international autonomous non-for-profit corporate body that prepares accounting, auditing,
governance, ethics and Sharia standards for Islamic financial institutions.

Article (2)
Ownership Interest

1. For the purposes of Article (23) of the Corporate Tax Law, an ownership interest shall
include, but not be limited to, holding any one or a combination of the following
instruments:

a. Ordinary Shares.

b. Preferred Shares.

c. Redeemable Shares.

d. Membership and Partner Interests.

e. Other types of securities, capital contributions and rights that entitle the owner to
receive profits and liquidation proceeds.

2. An ownership interest as referred to in Clause (1) of this Article, shall only be treated as
such if it is classified as equity interest under the Accounting Standards as applied by the
Taxable Person holding the ownership interest.

3. For the purposes of Article (23) of the Corporate Tax Law, a Taxable Person shall be treated
as holding an ownership interest where the ownership interest is controlled by the Taxable
Person and the Taxable Person has the right to the economic benefits produced by the
ownership interest under the Accounting Standards as applied by the Taxable Person.

4. An Islamic Financial Instrument, or a combination of arrangements that form part of the
same Islamic Financial Instrument shall be treated as an ownership interest for the purposes
of Article (23) of the Corporate Tax Law where it is classified as equity interest under the



accounting standards issued by the Accounting and Auditing Organization for Islamic
Financial Institutions.

The percentage of ownership held through ownership interests as specified under Clause (1)
of this Article shall be determined with reference to the total paid up capital of the
Participation or the total equity interest contributions made to the Participation, as
applicable.

Article (3)
Aggregation of Ownership Interests

For the purposes of determining whether a Taxable Person has a Participating Interest under
Clause (2) of Article (23) of the Corporate Tax Law, the following shall apply:

a. Different types of ownership interests in the same juridical person as specified under
Article (2) of this Decision shall be aggregated.

b. Ownership interests in the same juridical person held by members of a Qualifying
Group as per Clause (2) of Article (26) of the Corporate Tax Law in which the Taxable
Person is a member shall be aggregated with those of the Taxable Person.

The provisions of Clause (1) of this Article shall apply for the purposes of determining
whether the minimum ownership requirement is satisfied under Clause (11) of Article (23)
of the Corporate Tax Law.

Article (4)
Transfer of Ownership Interests

For the purposes of meeting the requirement under paragraph (a) of Clause (2) and Clause (9) of
Article (23) of the Corporate Tax Law, where a Taxable Person exchanges an ownership interest
in a juridical person held by the Taxable Person for an ownership interest in another juridical
person, these ownership interests shall be treated as the same continuous ownership interest where
all of the following conditions are met:

1.

The original ownership interest has been exchanged for another ownership interest in
accordance with paragraph (a) or paragraph (b) of Clause (1) of Article (27) of the Corporate
Tax Law.

The ownership interest in the juridical person constitutes a Participating Interest under
Article (23) of the Corporate Tax Law.

Article (5)
Debt Instruments Issued by the Participation

Where a Taxable Person has a Participating Interest in a Participation, income from a debt
instrument issued by that Participation that is not an ownership interest under paragraph (e) of



Clause (1) of Article (2) of this Decision shall be treated as income from a Participating Interest
provided that such instrument is classified as equity interest under the Accounting Standards
applied by the Taxable Person.

1.

Article (6)
Subject to Tax

A Participation shall be considered to have met the requirement of paragraph (b) of Clause
(2) of Article (23) of the Corporate Tax Law for a given Tax Period when it is resident for
tax purposes throughout this same Tax Period in another country or foreign territory that
levies a tax that meets all of the following requirements:

a. Thetax is applied on a similar basis to Corporate Tax, taking into account the conditions
set out in Clauses (2), (3), (4) and (5) of this Article.

b. The tax is levied at a rate not less than (9%) nine percent.

For the purposes of Clause (5) of Article (23) of the Corporate Tax Law, the Participation
will be considered as having continued to meet the condition under paragraph (b) of Clause
(2) of Article (23) of the Corporate Tax Law where the Participation meets the conditions
of Clause (1) of this Article in the period in which the income or gains arise.

None of the following shall result in the tax imposed under the applicable legislation of the
other country or the foreign territory in which the Participation is resident for tax purposes
to not be considered a tax that is applied on a similar basis to Corporate Tax under paragraph
(a) of Clause (1) of this Article:

a. Differences in reductions and reliefs.

b. Lower tax rates applicable to certain brackets of income.

c. Targeted incentives or exemptions of a temporary nature.

d. Application of alternative taxes on income or profits.

A tax imposed under the applicable legislation of the other country or foreign territory in
which the Participation is resident for tax purposes shall not be considered a tax which is of
a similar nature to Corporate Tax in any of the following cases:

a. The tax is applicable only to selected activities.
b. The tax paid is refunded at the time of distribution of the relevant profits or income.

C. The tax is only due in the event of a distribution of profits or income.



5. A Participation shall also be considered to have met the requirement of paragraph (b) of
Clause (2) of Article (23) of the Corporate Tax Law if it demonstrates to the Authority either
of the following:

a. Itis subject to a tax on income or profits at an effective rate in the relevant Tax Period
of not less than (9%) nine percent.

b. If it recalculated its accounting net profits according to the basis provided for in the
Corporate Tax Law, and the tax levied on such profits, then this would result in an
effective tax rate of not less than (9%) nine percent.

6. A Participation that is resident for tax purposes in another country or foreign territory that
does not impose a tax that meets the requirements of Clause (1) of this Article shall be
considered to have met the requirement of paragraph (b) of Clause (2) of Article (23) of the
Corporate Tax Law if it is subject to a tax charged in respect of income, equity or net worth,
or a combination of any or all of these in that other country or foreign territory, and the tax
levied results in an effective tax rate of not less than (9%) nine percent on the accounting
profits of the Participation calculated in accordance with the Accounting Standards in the
relevant Tax Period.

Article (7)
Conditions for Holding Companies

1. For the purposes of paragraph (a) of Clause (3) of Article (23) of the Corporate Tax Law,
the Participation must satisfy all of the following conditions:

a. Bedirected and managed in the relevant other country or foreign territory.

b. Comply with the requirement to submit any documents, records or information to the
relevant authority under the laws and regulations applicable to such Participation in the
relevant other country or foreign territory.

c. Have adequate personnel and premises for the acquisition and holding of the shares or
equitable interests in the relevant other country or foreign territory, having regard to the
level of activity carried on by the Participation and the extent to which those activities
are performed on behalf or for the benefit of the Participation by another Person in that
other country or foreign territory.

d. Not conduct any other activities other than those that are incidental or ancillary to the
acquisition and holding of shares or equitable interests.

2. A Participation shall be considered as having met the condition of paragraph (b) of Clause
(3) of Article (23) of the Corporate Tax Law where its income during the relevant Tax Period
and the preceding Tax Period on average consisted of (50%) fifty percent or more of
Dividends, capital gains and other income from Participating Interests.



Article (8)
Minimum Acquisition Cost

For the purposes of Clause (11) of Article (23) of the Corporate Tax Law, a Taxable Person
will be treated as having a Participating Interest in a Participation where the aggregated
acquisition cost of the ownership interests in that juridical person as provided for in Article
(2) of this Decision is equal to or exceeds AED 4,000,000 (four million dirhams).

In calculating whether the minimum acquisition cost threshold under Clause (1) of this
Article has been met, all of the following amounts may be aggregated:

a. The value of the equity interest or capital contribution made or consideration paid in
cash or in kind for ownership interests in the Participation by the Taxable Person.

b. The value of any subsequent equity interest and capital contributions made to the
Participation less the value of any equity interest or capital repayments made by the
Participation to the Taxable Person.

c. Expenditure incurred by the Taxable Person in relation to the acquisition or transfer of
ownership interests in the Participation that shall be capitalised as part of the acquisition
cost of the ownership interest in the Participation in accordance with Clause (1) of
Article (10) of this Decision.

The value of an equity interest or capital contribution, consideration paid or repayment of
equity interest or capital for the purposes of Clause (2) of this Article shall be determined at
the time that the contribution or repayment was made, or the consideration was paid by
applying Article (43) of the Corporate Tax Law, without taking into account any subsequent
value adjustments made under the Accounting Standards applied by the Taxable Person
holding the ownership interest.

In determining the acquisition cost in respect of an ownership interest in a foreign
Participation, the applicable exchange rate at the date of acquisition or formation of the
relevant ownership interest shall be used.

Where an ownership interest is partly sold, transferred, or otherwise disposed of, the
aggregated acquisition cost shall be reduced in proportion to the average acquisition cost
attributable to the part of the ownership interest that is sold, transferred or otherwise
disposed of.

Where a Taxable Person holding the ownership interest does not meet the minimum
acquisition cost threshold under Clause (1) of this Article for an interrupted period of at
least (12) twelve months, any income previously not taken into account under Article (23)
of the Corporate Tax Law shall be included in the Taxable Income in the Tax Period in which
the ownership interest in the Participation did not meet the minimum acquisition cost
threshold under Clause (1) of this Article.



Article (9)
Assets of the Participation

The determination of whether the condition under paragraph (d) of Clause (2) of Article
(23) of the Corporate Tax Law is satisfied shall be made on the basis of either of the
following:

a. The consolidated balance sheet of the Participation and the accounting asset values
reflected therein.

b. A Market Value valuation of the direct and indirect ownership interests and other assets
of the Participation.

The condition under paragraph (d) of Clause (2) of Article (23) of the Corporate Tax Law
should be met throughout the Tax Period.

Article (10)
Expenditure in Relation to the Acquisition and Disposal of a Participating Interest

Expenditure incurred in relation to the acquisition, sale, transfer, or disposal of an entire
Participating Interest or part of a Participating Interest shall not be deductible in accordance
with Article (22) and paragraph (b) of Clause (2) of Article (28) of the Corporate Tax Law.

Expenditure referred to in Clause (1) of this Article shall include, but not be limited to, any
of the following:

a. Professional fees.

b. Due diligence costs.

c. Litigation costs.

d. Commissions and brokerage fees.

e. Stamp duty, registration duties and other irrecoverable taxes.
f.  Appraisal and valuation costs.

g. Refinancing costs.

Interest expenditure incurred in relation to the acquisition and subsequent holding of a
Participating Interest shall be deductible subject to Chapter Nine of the Corporate Tax Law.

The expenditure as specified in Clause (1) of this Article shall be capitalised as part of the
acquisition cost of the Participating Interest.



Article (11)
Income from Ownership Interests in a Participation

1. Income provided for in Clause (5) of Article (23) of the Corporate Tax Law that is derived
from a Participation shall be exempt insofar it is received by a Taxable Person in his capacity
as owner of an ownership interest or ownership interests in the Participation.

2. Income derived in any other capacity than that mentioned in Clause (1) of this Article and
income derived in relation to, but not directly from, an ownership interest in a Participation
shall not be exempt from Corporate Tax.

Article (12)
Liquidation Proceeds and Losses

1. For the purposes of Clause (8) of Article (23) of the Corporate Tax Law, a Participation shall
be considered liquidated if it ceases to have legal existence.

2. A liquidation loss shall be calculated as the difference between the acquisition cost of the
Participating Interest, adjusted for any part disposals as per Clause (5) of Article (8) of this
Decision, and the fair value of the liquidation proceeds received by the Taxable Person.

3. The provisions under Articles (26) and (27) of the Corporate Tax Law shall not apply where
assets or liabilities are transferred to the Taxable Person as a result of a liquidation as
specified under Clause (1) of this Article.

4. The liquidation loss under Clause (1) of this Article shall be adjusted for the following in
the relevant Tax Period and the preceding Tax Period, as applicable:

a. Tax Losses transferred by the Participation to the Taxable Person.

b. Exempt Dividends or other profit distributions received by the Taxable Person from the
Participation.

c. Income or gains on the transfer of assets or liabilities between the Taxable Person and
the Participation not taken into account under Article (26) or Article (27) of the
Corporate Tax Law.

Article (13)
Foreign Permanent Establishment Tax Losses

Where a Taxable Person has utilised a Tax Loss incurred in a Foreign Permanent Establishment
of that same Taxable Person, that Tax Loss must be fully offset by the Taxable Income from the
Foreign Permanent Establishment in a subsequent Tax Period or Tax Periods before either of the
following:



1. The Taxable Person can elect to apply the Foreign Permanent Establishment exemption
provided for in Article (24) of the Corporate Tax Law.

2. Any income arising upon or following incorporation of the Foreign Permanent
Establishment can benefit from the provisions under Article (23) of the Corporate Tax Law.

Article (14)
Publication and Application of this Decision

This Decision shall be published and shall come into effect the day following the date of its
publication.

Mohamed bin Hadi Al Hussaini

Minister of State for Financial Affairs

Issued by us:
On:20/ SHAWWAL /1444
Corresponding t0:10/05/2023



Ministerial Decision No. 120 of 2023 on the Adjustments Under the Transitional Rules
for the Purposes of Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations
and Businesses

Minister of State for Financial Affairs:

- Having reviewed the Constitution,

- Federal Law No. 1 of 1972 on the Competencies of Ministries and Powers of the

Ministers, and its amendments,

- Federal Decree-Law No. 13 of 2016 on the Establishment of the Federal Tax Authority

and its amendments,

- Federal Decree-Law No. 28 of 2022 on Tax Procedures,

- Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses,

Has decided:
Article (1)
Definitions

Words and expressions in this Decision shall have the same meanings specified in the Federal
Decree-Law No. 47 of 2022 referred to above (“Corporate Tax Law”), and the following
words and expressions shall have the meanings assigned against each, unless the context
otherwise requires:

Accounting Standards: The accounting standards specified in a decision issued by the
Minister for the purposes of the Corporate Tax Law.

Financial Statements: A complete set of statements as specified under the Accounting
Standards applied by the Taxable Person, which includes, but is not limited to, statement of
income, statement of other comprehensive income, balance sheet, statement of changes in
equity and cash flow statement.

Immovable Property: Immovable property as defined in a decision issued by the Cabinet for
the purposes of the Corporate Tax Law.

Qualifying Immovable Property: Immovable Property that meets the conditions under
Clause (1) of Article (2) of this Decision.

Intangible Asset: An intangible asset as defined in the Accounting Standards applied by the
Taxable Person.

Qualifying Intangible Asset: Intangible Asset that meets the conditions under Clause (1) of
Article (3) of this Decision.



Financial Asset: Financial asset as defined in the Accounting Standards applied by the
Taxable Person.

Financial Liability: Financial liability as defined in the Accounting Standards applied by the
Taxable Person.

Qualifying Financial Asset: Financial Asset that meets the conditions under Clause (1) of
Article (4) of this Decision.

Qualifying Financial Liability: Financial Liability that meets the conditions under Clause
(1) of Article (4) of this Decision.

Article (2)
Taxable Income Adjustments Related to Gains Recognised on Immovable
Property Owned Prior to the Taxable Person’s First Tax Period

1. For the purposes of paragraph (i) of Clause (2) of Article (20) and Clause (1) of Article
(61) of the Corporate Tax Law, a Taxable Person may elect to adjust its Taxable Income
for calculating the gains on any Immovable Property that meets all of the following
conditions:

The Immovable Property is owned prior to the first Tax Period.

The Immovable Property is measured in the Financial Statements on a historical cost
basis.

c. The Immovable Property is disposed of or deemed to be disposed of during or after
the first Tax Period for the purposes of determining the Taxable Income for a value
exceeding the net book value.

2. Where Clause (1) of this Article applies, upon the disposal of the Qualifying Immovable
Property, the Taxable Person shall make one of the following adjustments in respect of
each Qualifying Immovable Property:

a. Exclude the amount of gain that would have arisen, at the start of the first Tax Period,
had the Qualifying Immovable Property been disposed of at Market Value and the
cost of the Qualifying Immovable Property was the higher of the original cost and the
net book value.

b. Exclude the amount of gain recognised in respect of the Qualifying
Immovable Property calculated in accordance with Clause (4) of this Article.

3. For the purposes of paragraph (a) of Clause (2) of this Article, the amount used as the
Market Value of the Qualifying Immovable Property shall be determined by the relevant
government competent authority in the State.



4. For the purposes of paragraph (b) of Clause (2) of this Article, the excluded amount of
gain shall be calculated as follows:

a. Calculate the amount of gain that would have arisen upon the disposal of the
Qualifying Immovable Property, had its cost been equal to the higher of the original
cost and the net book value at the start of the first Tax Period.

b. Divide the number of days the Qualifying Immovable Property is owned before the
first Tax Period by the total number of days the Qualifying Immovable Property is
owned.

C. Multiply the amount calculated in paragraph (a) of this Clause by the amount
calculated in paragraph (b) of this Clause.

d. The amount calculated in paragraph (c) of this Clause shall be the amount of gain on
the Qualifying Immovable Property excluded from the Taxable Income during the
relevant Tax Period.

5. The election under Clause (1) of this Article shall be made in respect of each Qualifying
Immovable Property upon the submission of the first Tax Return in the form and manner
prescribed by the Authority and shall be deemed irrevocable except under exceptional
circumstances and pursuant to approval by the Authority.

Article (3)
Taxable Income Adjustments Related to Gains Recognised on Intangible Assets Owned
Prior to the Taxable Person’s First Tax Period

1. For the purposes of paragraph (i) of Clause (2) of Article (20) and Clause (1) of
Article (61) of the Corporate Tax Law, a Taxable Person may elect to adjust its Taxable
Income for calculating the gains on all the Intangible Assets that meet all of the following
conditions:

The Intangible Assets are owned prior to the first Tax Period.

The Intangible Assets are measured in the Financial Statements on a historical cost
basis.

c. The Intangible Assets are disposed of or deemed to be disposed of during or after the
first Tax Period for the purposes of determining the Taxable Income for a value
exceeding the net book value.

2. Where Clause (1) of this Article applies, the Taxable Person shall exclude the amount of
the gain recognised on the Qualifying Intangible Asset calculated in accordance with
Clause (3) of this Article upon its disposal.

3. For the purposes of Clause (2) of this Article, the excluded amount of gain shall be
calculated as follows:



1.

a. Calculate the amount of gain that would have arisen upon the disposal of the
Qualifying Intangible Asset, had its cost been equal to the higher of the original cost
and the net book value at the start of the first Tax Period.

b. Divide the number of days the Qualifying Intangible Asset is owned before the first
Tax Period by the total number of days the Qualifying Intangible Asset is owned.

C. Multiply the amount calculated in paragraph (a) of this Clause by the amount
calculated in paragraph (b) of this Clause.

d. The amount calculated in paragraph (c) of this Clause shall be the amount of gain on
the Qualifying Intangible Asset excluded from the Taxable Income during the
relevant Tax Period.

The election under Clause (1) of this Article shall be made upon the submission of the
first Tax Return and shall apply to all Qualifying Intangible Assets and be deemed
irrevocable except under exceptional circumstances and pursuant to approval by the
Authority.

The number of days the Qualifying Intangible Asset is owned before the first Tax Period
under paragraph (b) of Clause (3) of this Article shall not exceed a period equivalent to a
maximum of (10) ten years, except under exceptional circumstances and pursuant to
approval by the Authority.

Article (4)
Taxable Income Adjustments Related to Gains and Losses Recognised on
Financial Assets and Financial Liabilities Owned Prior to the Taxable Person’s First
Tax Period

For the purposes of paragraph (i) of Clause (2) of Article (20) and Clause (1) of Article
(61) of the Corporate Tax Law, a Taxable Person may adjust its Taxable Income for the
purposes of calculating the gains and losses on all the Financial Assets and Financial
Liabilities that meet all of the following conditions:

a. The Financial Assets or Financial Liabilities are owned prior to the first Tax Period.

b. The Financial Assets or Financial Liabilities are measured in the Financial Statements
on a historical cost basis.

Where Clause (1) of this Article applies, upon the disposal of the Qualifying Financial
Assets and Qualifying Financial Liabilities, the Taxable Person shall exclude the amount
of the gain or loss that would have arisen, at the start of the first Tax Period, had the
Qualifying Financial Assets or Qualifying Financial Liabilities been disposed of at
Market Value and the cost of these Assets or Liabilities had been equal to the net book
value.

The election under Clause (1) of this Article shall be made upon the submission of the
first Tax Return and shall apply to all Qualifying Financial Assets and Qualifying
Financial Liabilities and be deemed irrevocable except under exceptional circumstances
and pursuant to approval by the Authority.



Article (5)
Ownership of the Immovable Property, Intangible Assets and Financial Assets and
Financial Liabilities by Members of a Qualifying Group or a Tax Group

1. This Article applies to Immovable Property, Intangible Assets, Financial Assets and
Financial Liabilities that have been held solely by the Taxable Person and by one or more
of the following Persons:

a. A member of the same Qualifying Group of the Taxable Person that has acquired the
relevant assets or liabilities in accordance with Clause (1) of Article (26) of the
Corporate Tax Law.

b. A member of the same Tax Group of the Taxable Person that has acquired the relevant
assets or liabilities in accordance with Clause (1) of Article (42) of the Corporate Tax
Law.

2. For the purposes of this Article:

a. The assets, other than Financial Assets, under Clause (1) of this Article, shall be
referred to as “Non-Financial Transferred Assets”.

b. All assets and liabilities under Clause (1) of this Article, including NonFinancial
Transferred Assets, shall be referred to as “Transferred Assets and Liabilities”.

C. The transfer that is not covered, or would not have been covered had the
Corporate Tax Law been effective, under Clause (1) of Article (26) and Clause (1) of
Article (42) of the Corporate Tax Law shall be referred to as a “Non-Qualifying
Transfer”.

3. For the purposes of paragraph (a) of Clause (1) of Article (2), paragraph (a) of
Clause (1) of Article (3) and paragraph (a) of Clause (1) of Article (4) of this Decision,
the term “ownership” of the Transferred Assets and Liabilities shall include the ownership
by any Person under Clause (1) of this Article.

4. For the purposes of paragraph (b) of Clause (4) of Article (2) and paragraph (b) of
Clause (3) of Article (3) of this Decision, the period of the ownership of the NonFinancial
Transferred Assets shall include the period of ownership by any Person under Clause (1)
of this Article, other than any period of ownership before the most recent Non-Qualifying
Transfer.

Article (6)
Publication and Application of this Decision

This Decision shall be published and shall come into effect the day following the date of its
publication.



Mohamed bin Hadi Al Hussaini
Minister of State for Financial Affairs

Issued by us: On: 26/
SHAWWAL /1444
Corresponding to: 16/05/2023



Ministerial Decision No. 125 of 2023 on Tax Group for the Purposes of Federal Decree-
Law No. 47 of 2022 on the Taxation of Corporations and Businesses

Minister of State for Financial Affairs:
- Having reviewed the Constitution,

- Federal Law No. 1 of 1972 on the Competencies of Ministries and Powers of the Ministers,
and its amendments,

- Federal Decree-Law No. 13 of 2016 on the Establishment of the Federal Tax Authority, and
its amendments,

- Federal Decree-Law No. 28 of 2022 on Tax Procedures,

- Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses,
Has decided:

Article (1)
Definitions

Words and expressions in this Decision shall have the same meanings specified in the Federal
Decree-Law No. 47 of 2022 referred to above (“Corporate Tax Law”), and the following words
and expressions shall have the meanings assigned against each, unless the context otherwise
requires:

Parent Company: A Resident Person that can make an application to the Authority to form a Tax
Group with one or more Subsidiaries in accordance with Clause (1) of Article (40) of the
Corporate Tax Law.

Subsidiary: A Resident Person in which the share capital or Membership or Partnership Capital,
as applicable, is held by a Parent Company, in accordance with Clause (1) of Article (40) of the
Corporate Tax Law.

Membership or Partnership Capital: The capital paid to a juridical person where the paid
capital is divided into membership or partnership interests by a Person in order to be a member or
partner and have the rights of membership or partnership in that juridical person.

Article (2)
Ownership Requirements

1. For a Tax Group to be formed or continue to exist, the conditions specified under Clause (1)
of Article (40) of the Corporate Tax Law must be met continuously throughout the relevant
Tax Period.

2. For the purposes of paragraph (b) of Clause (1) of Article (40) of the Corporate Tax Law,
share capital shall mean the nominal issued and paid-up share capital, or Membership or
Partnership Capital of each Subsidiary, as applicable.



Article (3)
Resident Person

For purposes of Article (40) of the Corporate Tax Law, a Parent Company and Subsidiary
must be Resident Persons that are not considered resident for tax purposes in another country
or foreign territory under a relevant international agreement in force in the State.

Where a member of a Tax Group becomes a resident for tax purposes in another country or
foreign territory in accordance with Clause (1) of this Article, the relevant member shall be
treated as leaving the Tax Group from the beginning of the Tax Period in which it became a
resident for tax purposes in such other country or foreign territory.

A foreign juridical person that is considered a Resident Person under paragraph (b) of Clause
(3) of Article (11) of the Corporate Tax Law or a juridical person that is incorporated or
otherwise established or recognised under the applicable legislation of the State but that is
effectively managed and controlled in another country or territory shall maintain
documentation that supports the position that it is not resident for tax purposes in that other
country or foreign territory as specified under Article (56) of the Corporate Tax Law.

The documentation to be maintained for the purposes of Clause (3) of this Article shall include
either of the following:

a. A confirmation issued by the relevant tax authority of that other country or foreign
territory.

b. A confirmation issued by the relevant competent authorities for the purposes of the
application of the relevant international agreement in force in the State.

Article (4)
Rules in relation to Transactions prior to Forming or Joining a Tax Group

For the purposes of Clause (1) of Article (42) of the Corporate Tax Law, transactions
between members of a Tax Group shall not be eliminated insofar as a member has
recognised a deductible loss in a Tax Period in respect of those transactions prior to joining
or forming the Tax Group, until such deductible loss is reversed in full.

If, as a result of Clause (1) of this Article, a relevant transaction is not eliminated, the Tax
Group shall include any income in relation to that transaction in determining the Taxable
Income of the Tax Group for the Tax Period in which that income arises up to the amount of
the deductible loss that was previously deducted prior to joining or forming the Tax Group.

Article (5)
Date of Formation or Joining of a Tax Group

For the purposes of Clause (1) of Article (41) of the Corporate Tax Law, the application to
form a Tax Group or to join an existing Tax Group must be submitted to the Authority before
the end of the Tax Period within which the formation or joining of a Tax Group is requested.

Clause (1) of this Article shall also apply where a new Parent Company replaces a former
Parent Company under Clause (12) of Article (40) of the Corporate Tax Law, including in
cases where the new Parent Company is the legal successor of the former Parent Company.



For the purposes of Clause (2) of this Article, the new Parent Company should meet the
conditions specified in Clause (1) of Article (40) of the Corporate Tax Law from the beginning
of the relevant Tax Period.

For the purposes of paragraph (b) of Clause (12) of Article (40) of the Corporate Tax Law,
where a Parent Company transfers its entire Business to another member of the same Tax
Group and the Parent Company ceases to exist as a result of this transfer, the Parent Company
shall be replaced by that other member as of the date the transfer is effective.

Subject to Clause (1) of this Article, a newly established juridical person may join an existing
Tax Group from the date of incorporation where that juridical person is either of the following:

a. A newly established Subsidiary.

b. A newly established Parent Company, replacing the existing Parent Company of the Tax
Group under paragraph (a) of Clause (12) of Article (40) of the Corporate Tax Law.

Article (6)
Assets, Liabilities and Financial Positions of Members of a Tax Group

For the purposes of Clause (1) of Article (42) of the Corporate Tax Law and Article (4) of this
Decision, transactions between the Parent Company and each Subsidiary that is a member of
the Tax Group shall include:

a. Transactions between two or more Subsidiaries that are members of the same Tax Group.

b. Valuation adjustments and provisions in relation to transactions between two or more
members of the same Tax Group.

Where a gain or loss in respect of a transaction between members of the same Tax Group has
been eliminated under Clause (1) of Article (42) of the Corporate Tax Law, such elimination
shall also include any change in accounting value of the relevant assets and liabilities that
may have arisen in consequence of that gain or loss.

Article (7)
Relief for Pre- Grouping Tax Losses

For the purposes of Clause (3) of Article (42) of the Corporate Tax Law, the amount of pre-
Grouping Tax Losses of a Subsidiary that can be used to offset the Taxable Income of the Tax
Group in a Tax Period shall be the lesser of the following two amounts:

a. The Taxable Income of the Tax Group that is attributable to that Subsidiary.

b. The Tax Loss that can be used to reduce the Taxable Income of the Tax Group in the
relevant Tax Period under Clause (2) of Article (37) of the Corporate Tax Law.

Where the calculation of the Taxable Income of a Tax Group as specified under Clause (1) of
Article (42) of the Corporate Tax Law results in a Tax Loss and becomes a carried forward
Tax Loss, any pre-Grouping Tax Losses available to be utilised in a subsequent Tax Period
must be offset against the Taxable Income of the Tax Group in that Tax Period in accordance
with Clause (1) of this Article before the other carried forward Tax Losses of the Tax Group



can be utilised in that same Tax Period, subject to the provisions of Article (37) of the
Corporate Tax Law.

3. Where the total pre-Grouping Tax Losses available to be utilised in a Tax Period exceed the
amount specified under Clause (1) of this Article, the Parent Company shall determine which
Subsidiary’s pre-Grouping Tax Losses shall remain carried forward Tax Losses of the Tax
Group.

4. The provisions of Clause (4) of Article (37) of the Corporate Tax Law shall also be applied to
pre-Grouping Tax Losses.

Article (8)
Arm’s Length Principle and Transfer Pricing Documentation Requirements and the
Calculation of the Taxable Income of a Tax Group

1. The Tax Group shall calculate the Taxable Income that is attributable to one or more of its
members in accordance with Clauses (2) and (3) of this Article where any of the following
occurs:

a. A member of the Tax Group has unutilised pre-Grouping Tax Losses.

b. A member of the Tax Group has earned income for which the Tax Group can claim a
Foreign Tax Credit against as specified under Article (47) of the Corporate Tax Law.

Cc. A member of the Tax Group benefits from any Corporate Tax incentives as specified
under paragraph (g) of Clause (2) of Article (20) of the Corporate Tax Law.

d. A member of the Tax Group has unutilised carried forward pre-Grouping Net Interest
Expenditure under Clause (4) of Article (30) of the Corporate Tax Law.

2. If the Tax Group is required to calculate the Taxable Income that is attributable to any of its
members as per Clause (1) of this Article, the Tax Group must:

a. Calculate the Taxable Income that is attributable to each relevant member of the Tax
Group in accordance with Article (34) of the Corporate Tax Law.

b. Disclose any information as may be required by notice or through a decision issued by
the Authority regarding transactions and arrangements between the relevant members and
other members of the Tax Group and between the relevant members and their Related
Parties and Connected Persons.

Article (9)
Determination of Ownership Interest for the purposes of Transfer of Tax Loss and
Qualifying Group Provisions

For the purposes of the ownership requirements under paragraph (b) of Clause (2) of Article (26)
and paragraph (c) of Clause (1) of Article (38) of the Corporate Tax Law, the direct and indirect
ownership interest held by members of the same Tax Group shall be determined on the basis of
the aggregation of the assets and liabilities of the Parent Company and each Subsidiary in
accordance with Clause (1) of Article (42) of the Corporate Tax Law.



Article (10)
Business Restructuring

For the purposes of Clause (3) of Article (41) of the Corporate Tax Law the following shall
apply:

a. Where a member of the Tax Group transfers its entire Business to another member of the
same Tax Group and the first mentioned member ceases to exist as a result of that transfer,
this member shall be deemed to remain a member of the Tax Group until the date it ceases
to exist and the Tax Group shall continue to exist.

b. Where the Tax Group is comprised of only two members, and one member transfers its
entire Business to the other member and the first mentioned member ceases to exist as a
result of that transfer, the Tax Group shall be considered to cease to exist on the date that
the transfer is effective.

For the purposes of Article (40) of the Corporate Tax Law, where a member of a Tax Group
transfers its entire Business or an independent part of its Business to a newly established
juridical person, and this new juridical person joins the existing Tax Group under Clause (5)
of Article (5) of this Decision from the date of its establishment, the transfer shall be
considered as having taken place within the Tax Group.

No election for Business Restructuring Relief under Article (27) of the Corporate Tax Law
shall be required for the situations described in Clauses (1) and (2) of this Article.

Article (11)
Income from Intra-Tax Group Transfers and Business Restructuring Transactions

For the purposes of Clause (9) of Article (42) of the Corporate Tax Law, where a transfer of
one or more assets or liabilities between members of a Tax Group would have met the
conditions under Articles (26) or (27) of the Corporate Tax Law if the parties to that transfer
had not been members of a Tax Group, the associated income shall be considered as not
having been taken into account for Corporate Tax purposes as if the relevant members of the
Tax Group have chosen to apply Clause (1) of Article (26) or Clause (1) of Article (27) of the
Corporate Tax Law, as the case may be.

Where Clause (1) of this Article applies and the conditions under Clause (4) of Article

(26) or Clause (6) of Article (27) of the Corporate Tax Law are met, as the case may
be, Clause (10) of Article (42) of the Corporate Tax Law shall apply to any income that was
not taken into account in respect of the transfer under Clause (1) of this Article.

Article (12)
Notification to the Authority of a Subsidiary Leaving or Termination of a Tax Group

Where a Subsidiary leaves a Tax Group or where a Tax Group ceases to exist as a result of no
longer meeting the conditions under Article (40) of the Corporate Tax Law or this Decision, the
Tax Group shall notify the Authority within (20) twenty business days from the date the conditions
are no longer met.

Article (13)



Preparing Financial Statements upon Leaving or Cessation of a Tax Group

For the purposes of Article (20) of the Corporate Tax Law, where a Subsidiary leaves a Tax Group
or a Tax Group ceases to exist, each Subsidiary leaving the Tax Group and the former Parent of
the Tax Group, as the case may be, shall prepare its standalone financial statements on the same
accounting basis as applied by the Tax Group and shall adopt the values of the relevant assets and
liabilities as recorded by the Tax Group as the opening values of those assets and liabilities in the
standalone financial statements.

Article (14)
Publication and Application of this Decision

This Decision shall be published and shall come into effect the day following the date of its
publication.

Mohamed bin Hadi Al Hussaini

Minister of State for Financial Affairs

Issued by us:
On: 02/DHU‘L-QI‘DAH/1444
Corresponding t0:22/05/2023

Ministerial Decision No. 126 of 2023 on the General Interest Deduction Limitation
Rule for the Purposes of Federal Decree-Law No. 47 of 2022 on the Taxation of
Corporations and Businesses

Minister of State for Financial Affairs:

- Having reviewed the Constitution,

- Federal Law No. 1 of 1972 on the Competencies of Ministries and Powers of the
Ministers, and its amendments,

- Federal Decree-Law No. 13 of 2016 on the Establishment of the Federal Tax Authority,
and its amendments,

- Federal Decree-Law No. 28 of 2022 on Tax Procedures,

- Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses,

Has decided:

Article (1)
Definitions

Words and expressions in this Decision shall have the same meanings specified in the Federal
Decree-Law No. 47 of 2022 referred to above (“Corporate Tax Law”), and the following words



and expressions shall have the meanings assigned against each, unless the context otherwise
requires:

Accounting Standards: The accounting standards specified in a decision issued by the Minister
for the purposes of the Corporate Tax Law.

Islamic Financial Instrument: A financial instrument which is in compliance with Sharia
principles and is economically equivalent to any instrument provided for under Clause (2) of
Article (2) of this Decision, or a combination thereof.

Qualifying Infrastructure Project: A project that meets the conditions of Article (14) of this
Decision.

Qualifying Infrastructure Project Person: A Resident Person that meets the conditions of
Clause (2) of Article (14) of this Decision.

General Interest Deduction Limitation Rule: The limitation provided under Article (30) of the
Corporate Tax Law.

Article (2)
Interest Component on Financial Assets and Liabilities

1. Where the financial returns on a financial asset or liability comprise Interest or other payments
economically equivalent to Interest, then the interest component on those returns shall be
considered Interest expenditure or income for the purposes of the General Interest Deduction
Limitation Rule, regardless of the classification and treatment of the interest component under
the applicable Accounting Standards unless stated otherwise in this Decision.

2. For purposes of Clause (1) of this Article, Interest shall include, but not be limited to, the
interest component on any of the following:

a. Performing and non-performing debt instruments.

b. Interests held in collective investment schemes that primarily invest in cash and cash
equivalents.

c. Collateralised asset backed debt securities and similar instruments.

d. Agreements for the sale and subsequent repurchase of the same security at a future date
at an agreed upon price.

e. Stock lending and similar agreements for the disposal of a security subject to an
obligation or right to reacquire the same or a similar designated security.

f.  Securitisations and similar transactions involving the transfer of assets in exchange for
the issuance of securities that entitle the holder to proceeds generated from these assets.

g. Lease or hire purchase arrangements where all the risks and rewards incidental to the
ownership of the underlying asset have been substantially transferred to the lessee.

h. Factoring and similar accounts receivable purchase transactions.



Article (3)
Amounts Incurred in Connection with Raising Finance

1. Amounts incurred in connection with raising finance shall be considered Interest for the
purposes of the General Interest Deduction Limitation Rule.

2. For purposes of Clause (1) of this Article, Interest shall include, but not be limited to, the
following fees:

a. Guarantee fees.
b. Arrangement fees.
c. Commitment fees.

d. Any other fees similar in nature to those provided under paragraphs (a), (b) and (¢) of
this Clause.

3. For the purposes of Clause (1) of this Article, Interest shall include the interest component on
forward contracts, futures contracts, options, interest rate and foreign exchange swap
agreements or any other financial derivative instruments used to hedge risks directly
connected with the raising of finance.

Article (4)
Islamic Financial Instruments

The interest equivalent component on Islamic Financial Instruments shall be treated as Interest
for the purposes of the General Interest Deduction Limitation Rule.

Article (5)
Finance and Non-Finance Lease

1. The finance element of finance lease payments as documented in the accounts of a Taxable
Person prepared in accordance with the Accounting Standards shall be considered Interest for
the purposes of the General Interest Deduction Limitation Rule, and this includes both
expenditure in relation to the finance cost element and income received therefrom.

2. The finance element of non-finance lease payments shall be considered as Interest for the
purposes of the General Interest Deduction Limitation Rule, and this includes both
expenditure in relation to the finance cost element and income received therefrom.

3. For the purposes of Clause (2) of this Article, the finance element is the share of any lease
payment that is in proportion to the share of the total cost of the lease as attributable to the
total finance element.

4. For the purposes of Clause (3) of this Article, the total finance element is the total cost of the
lease agreement less the value of the leased asset recognised on the date the lease was entered
into less the expected depreciated value of the leased asset at the end of the lease. This shall
be determined in accordance with the Accounting Standards and in accordance with the
accounting policy of the Taxable Person in the year in which the lease was entered into.



5. For the purposes of Clause (4) of this Article, the finance element shall be calculated based
on the values specified on the date the lease was entered into unless the terms of the lease are
amended, in such case, the values shall be recalculated as if a new lease was entered into at
the date of that amendment.

Article (6)
Foreign Exchange Movements

For the purposes of the General Interest Deduction Limitation Rule, all foreign exchange gains
and losses accruing from Interest shall be considered Interest.

Article (7)
Capitalised Interest

Where an amount that is deemed to be Interest under this Decision is capitalised in the accounts
of the Taxable Person in accordance with the Accounting Standards, income and expenditure
attributable to the capitalised Interest amount shall be subject to the General Interest Deduction
Limitation Rule.

Article (8)
De Minimis Net Interest Expenditure

1. The limitation on the deductible Net Interest Expenditure provided under Clause (1) of Article
(30) of the Corporate Tax Law shall not apply where the Net Interest Expenditure for the
relevant Tax Period does not exceed AED 12,000,000 (twelve million dirhams).

2. Where the Net Interest Expenditure exceeds the amount referred to in Clause (1) of this
Article, a Taxable Person may deduct the higher of AED 12,000,000 (twelve million dirhams)
or the percentage provided for under Clause (1) of Article (30) of the Corporate Tax Law.

3. For purposes of this Article, where the relevant Tax Period is more than or less than (12)
twelve months, the amount stated in Clause (1) of this Article shall be adjusted in proportion
to the length of the Tax Period.

Article (9)
Accounting Earnings Before Interest, Taxes, Depreciation, and Amortisation
(EBITDA)

1. For the purposes of the General Interest Deduction Limitation Rule, accounting earnings
before the deduction of interest, tax, depreciation and amortisation (EBITDA) for a Tax Period
shall be the greater of AED 0 (zero dirham) or the amount calculated as the Taxable Income
in accordance with Article (20) of the Corporate Tax Law and any implementing decision
issued thereunder, with the addition of all of the following:



2.

a. Net Interest Expenditure for the relevant Tax Period.

b. Depreciation and amortisation expenditure taken into account in determining the Taxable
Income for the relevant Tax Period.

C. Any Interest income or expenditure relating to historical financial assets or liabilities held
prior to 9 December 2022.

Interest income and Interest expenditure in relation to Qualifying Infrastructure Projects
exempted under Article (14) of this Decision should be excluded when calculating the Taxable
Person’s EBITDA for the purposes of the General Interest Deduction Limitation Rule.

In calculating EBITDA for the purposes of the General Interest Deduction Limitation Rule,
any amount of income and expenditures attributable to the Interest capitalised by the Taxable
Person in accordance with the Accounting Standards shall be included when the capitalised
Interest is amortised over the useful life of the related asset, and not when the Interest is
incurred.

Article (10)
Adjusting Accounting Income

Where a deduction from Taxable Income is claimed under Article (29) of the Corporate Tax Law,
this deduction shall be applied after the Accounting Income for that period has been adjusted in
accordance with Clause (2) of Article (20) of the Corporate Tax Law.

Article (11)
Historical Financial Liabilities

Persons who entered into debt instruments or other liabilities for which the terms were agreed
prior to 9 December 2022, and any contract such Persons entered into before or after that date
with the sole purpose of reducing the Interest rate risk on such debt instruments or other
liabilities shall not be subject to the terms of the General Interest Deduction Limitation Rule.

For purposes of Clause (1) of this Article, the exemption from General Interest Deduction
Limitation Rule shall only apply in relation to the Net Interest Expenditure attributable to the
relevant debt instruments or other liabilities.

Where the terms of a debt instrument and other liabilities entered into prior to 9 December
2022 include provision for an amount of principal not yet drawn down at that date by the
borrower, such amount shall only be considered a part of that debt instrument or liability to
the extent the lender was legally obliged to make available such amounts upon the completion
of pre-determined deliverables or project phases set out in the terms agreed prior to 9
December 2022 and not including a call by the borrower for a drawdown of the principal.

The Net Interest Expenditure attributable to debt instruments or other liabilities agreed prior
to 9 December 2022 for a Tax Period is the lower of the following two values:

a. The Net Interest Expenditure that arises on the debt instrument or other liability in the
Tax Period.



b. The Net Interest Expenditure that would have arisen on the debt instrument or other
liability in the Tax Period in accordance with the terms of the debt instrument or other
liability as they stood on 9 December 2022.

Article (12)
Tax Groups

For the purposes of Article (42) of the Corporate Tax Law, where a Subsidiary joins an
existing Tax Group, any carried forward Net Interest Expenditure of the Subsidiary at the date
the Subsidiary becomes a member of the Tax Group may only be utilised against the Taxable
Income of the Tax Group that is attributable to that Subsidiary that joined an existing Tax
Group.

Without prejudice to Clause (1) of this Article, where a Subsidiary leaves a Tax Group, any
carried forward Net Interest Expenditure of the Tax Group shall remain with the Tax Group,
with the exception of any unutilised carried forward Net Interest Expenditure of the relevant
Subsidiary as referred to under Clause (1) of this Article.

On cessation of a Tax Group, any carried forward Net Interest Expenditure of the Tax Group
shall be allocated as follows:

a. Where the Parent Company continues to be a Taxable Person, any carried forward Net
Interest Expenditure of the Tax Group shall remain with the Parent Company.

b. Where the Parent Company ceases to be a Taxable Person, any carried forward Net
Interest Expenditure of the Tax Group shall not be available for offset against future
Taxable Income of individual Subsidiaries, with the exception of any unutilised pre-
Grouping carried forward Net Interest Expenditure of such Subsidiaries.

Paragraph (b) of Clause (3) of this Article shall not apply where there is a continuation of the
Tax Group under Clause (12) of Article (40) of the Corporate Tax Law.

Where a member of a Tax Group is a Bank or Insurance Provider, and is not subject to the
General Interest Deduction Limitation Rule, then any income or expenditures of that member
shall be disregarded for the calculation of total Net Interest Expenditure and EBITDA of the
Tax Group for the purposes of the General Interest Deduction Limitation Rule.

Article (13)
Independent Business of an Exempt Person

An Exempt Person under paragraphs (a), (b), (c) and (d) of Clause (1) of Article (4) of the
Corporate Tax Law that is a Taxable Person insofar as it relates to the Business or Business
Activity under Articles (5), (6), (7) or (8) of the Corporate Tax Law, shall be subject to the General
Interest Deduction Limitation Rule and the provisions of this Decision in respect of that Business
or Business Activity.

Article (14)



Qualifying Infrastructure Projects

1. Net Interest Expenditure incurred by a Qualifying Infrastructure Project Person in relation to
a Qualifying Infrastructure Project shall not be subject to the General Interest Deduction
Limitation Rule.

2. A Qualifying Infrastructure Project Person is a Resident Person that satisfies one of the
following conditions in the relevant Tax Period:

a.

Is responsible for the provision, maintenance or operation of a Qualifying Infrastructure
Project.

Carries on any other activity that is ancillary to, or facilitates the provision, maintenance
or operation of a Qualifying Infrastructure Project.

3. A Qualifying Infrastructure Project is a project that satisfies all of the following conditions:

a.

b.

It is exclusively for the public benefit of the State.

It is exclusively for the purposes of providing transport, utilities, education, healthcare or
any other service within the State as may be specified by the Minister.

Its assets may not be disposed of at the discretion of the relevant Qualifying Infrastructure
Project Person.

The assets provided, operated or maintained by the project should last, or be expected to
last, not less than (10) ten years, or another period as may be specified by the Minister.

All its assets must be situated in the State’s Territory.
All its Interest income and Interest expenditure must arise in the State.
It satisfies any other conditions that may be prescribed by the Minister.

Article (15)
Publication and Application of this Decision

This Decision shall be published and shall come into effect the day following the date of its
publication.

Mohamed bin Hadi Al Hussaini

Minister of State for Financial Affairs

Issued by us:
On: 03/DHU‘L-QI‘'DAH/1444
Corresponding to: 23/05/2023



Ministerial Decision No. 127 of 2023 on Unincorporated Partnership, Foreign
Partnership and Family Foundation for the Purposes of Federal Decree-Law No. 47 of
2022 on the Taxation of Corporations and Businesses

Minister of State for Financial Affairs:

- Having reviewed the Constitution,

- Federal Law No. 1 of 1972 on the Competencies of Ministries and Powers of the

Ministers, and its amendments,

- Federal Decree-Law No. 13 of 2016 on the Establishment of the Federal Tax Authority,

and its amendments,

- Federal Decree-Law No. 28 of 2022 on Tax Procedures,

- Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses,

Has decided:
Article (1)
Definitions

Words and expressions in this Decision shall have the same meanings specified in the Federal
Decree-Law No. 47 of 2022 referred to above (“Corporate Tax Law”), unless the context
requires otherwise.

Article (2)
Conditions for an Unincorporated Partnership not to be Considered a Taxable Person
in its Own Right

For the purposes of Clause (1) of Article (16) of the Corporate Tax Law, and without
prejudice to Clause (7) of Article (16) and Article (17) of the Corporate Tax Law, the
Unincorporated Partnership shall not be considered as a Taxable Person in its own right,
provided it is not a juridical person.

Article (3)
Treatment of the Unincorporated Partnership as a Taxable Person

Where an application for the Unincorporated Partnership to be treated as a Taxable Person in
its own right under Clause (8) of Article (16) of the Corporate Tax Law is approved, the
following shall apply:

1. The application shall be deemed irrevocable, except under exceptional circumstances
and pursuant to the approval by the Authority.



2. The Unincorporated Partnership shall notify the Authority within (20) twenty business
days from the occurrence of any of the following circumstances: a. Any partner
joining the Unincorporated Partnership.

b. Any partner leaving the Unincorporated Partnership.

Article (4)
Other Conditions for a Foreign Partnership to be Treated as an Unincorporated
Partnership

1. For the purposes of paragraph (c) of Clause (7) of Article (16) of the Corporate Tax Law,
the following conditions shall be met:

a. The Foreign Partnership submits an annual declaration to the Authority to confirm
meeting the conditions specified in paragraphs (a) and (b) of Clause (7) of Article
(16) of the Corporate Tax Law, in the form and manner and within the timeline
prescribed by the Authority.

b. Adequate arrangements exist for cooperation between the State and the jurisdiction
under whose applicable laws the Foreign Partnership was established, for the purpose
of sharing tax information of the partners in the Foreign Partnership.

2. For the purposes of paragraph (b) of Clause (7) of Article (16) of the Corporate Tax Law,
each partner in the Foreign Partnership shall be considered to be subject to tax if they
would be subject to tax on their distributive share of any income in the Foreign
Partnership in the jurisdiction in which the partner is a tax resident.

Article (5)
Other Conditions for a Family Foundation to be Treated as an Unincorporated
Partnership

For the purposes of paragraph (e) of Clause (1) of Article (17) of the Corporate Tax Law,
where one or more of the beneficiaries are public benefit entities, the Family Foundation shall
meet one of the following conditions:

1. Such beneficiaries are not deriving income that would be deemed as Taxable Income in
the event they had derived it in their own right.

2. Where the condition under Clause (1) of this Article is not met, the income that would be
deemed as Taxable Income is distributed to the relevant beneficiaries within (6) six
months from the end of the relevant Tax Period.

Article (6)
Publication and Application of this Decision

This Decision shall be published and shall come into effect the day following the date of its
publication.



Mohamed bin Hadi Al Hussaini
Minister of State for Financial Affairs

Issued by us: On: 04/DHU*L-
QI'DAH/1444
Corresponding t0:24/05/2023



Ministerial Decision No. 132 of 2023 on Transfers Within a Qualifying Group for the Purposes of Federal Decree-
Law No. 47 of 2022 on the Taxation of Corporations and Businesses

Minister of State for Financial Affairs:

- Having reviewed the Constitution,

- Federal Law No. 1 of 1972 on the Competencies of Ministries and Powers of the Ministers, and its amendments,
- Federal Decree-Law No. 13 of 2016 on the Establishment of the Federal Tax Authority, and its amendments,

- Federal Decree-Law No. 28 0of 2022 on Tax Procedures,

- Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses, Has decided:

Article (1)
Definitions

Words and expressions in this Decision shall have the same meanings specified in the Federal Decree-Law No. 47 of 2022
referred to above (“Corporate Tax Law”), and the following words and expressions shall have the meanings assigned against
each, unless the context otherwise requires:

Accounting Standards: The accounting standards specified in a decision issued by the Minister for the purposes of the
Corporate Tax Law.

Ordinary Shares: The category of capital stock or equivalent ownership interest, which gives its owner, on a share-by-share
basis, equal entitlement to voting rights, profits, and liquidation proceeds.

Preferred Shares: The category of capital stock or equity interest which gives its owner priority entitlement to profits and
liquidation proceeds ahead of owners of Ordinary Shares.

Redeemable Shares: The category of capital stock or equity interest which the juridical person issuing this instrument has
agreed to redeem or buy back from the owner of this instrument at a future date or after a specific event, for a predetermined
amount or with reference to a predetermined amount.

Membership and Partner Interests: The equity interests owned by a member or a partner in the juridical person, which
entitles the member or the partner to a share of the profits, determined with reference to the member’s or the partner’s capital

contribution, and which may be transferred to others.

Transferor: A Taxable Person that transfers one or more assets or liabilities to another Taxable Person under Article (26) of
the Corporate Tax Law.

Transferee: A Taxable Person to which one or more assets or liabilities of the Transferor is transferred under Article (26) of
the Corporate Tax Law.

Islamic Financial Instrument: A financial instrument which is compliant with Sharia principles.

Article (2)
Ownership Interest

Page 261



1. For the purposes of Article (26) of the Corporate Tax Law, an ownership interest shall include, but not be limited to, holding
any one or a combination of the following instruments:

a) Ordinary Shares.

b) Preferred Shares.

c) Redeemable Shares.

d) Membership and Partner Interests.

e) Other types of securities, capital contributions and rights that entitle the owner to receive profits and liquidation
proceeds.

2. An ownership interest as referred to in Clause (1) of this Article shall only be treated as such if it is classified as equity
interest under the Accounting Standards as applied by the Taxable Person holding the ownership interest.

3. For the purposes of Article (26) of the Corporate Tax Law, a Taxable Person shall be treated as holding an ownership
interest where the ownership interest is controlled by the Taxable Person and the Taxable Person has the right to the
economic benefits produced by the ownership interest under the Accounting Standards applied by the Taxable Person.

4. An Islamic Financial Instrument, or combination of arrangements that form part of the same Islamic Financial Instrument,
shall be treated as an ownership interest for the purposes of Article (26) of the Corporate Tax Law where it is classified as
equity interest under the Accounting Standards applied by the Taxable Person.

5. The percentage of ownership held through ownership interests as specified under Clause (1) of this Article shall be
determined with reference to the total paid up capital of the Taxable Person or the total equity interest contributions made
to the Taxable Person, as applicable.

Article (3)
Election to Apply Transfers Within a Qualifying Group

1. An election must be made by the Transferor to apply the provisions of Article (26) of the Corporate Tax Law to a transfer
meeting the conditions of that Article. The election shall be in the form and manner as prescribed by the Authority and the
Transferor and Transferee must maintain the records specified in Article (6) of this Decision.

2. The election under Clause (1) of this Article shall be made at the time of submission of the Tax Return for the Tax Period
in which a transfer occurs for which the Taxable Person elects to apply the provisions of Article (26) of the Corporate Tax
Law.

3. An election made under Clause (1) of this Article shall be irrevocable and shall have effect for the purposes of calculating
Taxable Income for the Tax Period in relation to which the election is made and all subsequent Tax Periods, unless the
Authority, having regard to the circumstances of the case, determines otherwise in response to an application made by the
Taxable Person.

4. Where an election under Clause (1) of this Article is made, the provisions of Article (26) of the Corporate Tax Law shall
apply to all transfers of assets and liabilities held on the capital account, as defined under paragraphs
(a) and (b) of Clause (4) of Article (20) of the Corporate Tax Law, by the Transferor where the conditions of Article (26)
of the Corporate Tax Law are met.
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Where Clause (1) of Article (26) of the Corporate Tax Law applies, any adjustments to the Taxable Income of the Transferor
and the Transferee shall be made in accordance with the Ministerial Decision on the general rules for determining taxable
income.

Article (4)
Exchange of Assets and Liabilities

Where the consideration paid for the transfer of the asset or liability is in the form of another asset or liability, the transfer
shall be treated as two separate transfers for the purposes of applying Article (26) of the Corporate Tax Law.

Where Clause (1) of this Article applies, the provisions of Article (26) of the Corporate Tax Law and the Ministerial
Decision on the general rules for determining taxable income shall apply to each transfer where at least one of the Taxable
Persons that is party to the transfer has elected to apply Article (26) of the Corporate Tax Law.

Article (5)
Subsequent Transfer

Any gain or loss that arises as a result of applying Clause (5) of Article (26) of the Corporate Tax Law shall be taken into
account for the purposes of calculating the Taxable Income of the Transferor and included in the Tax Return of the
Transferor for the Tax Period in which any of the following occurs:

a) There is a subsequent transfer of the asset or liability outside of the Qualifying Group.
b) The Transferor or Transferee cease to be members of the same Qualifying Group.

Notwithstanding Clause (1) of this Article, any gain or loss that would have accrued to the Transferor under Clause (1) of
this Article shall be attributed to the Transferee if the Transferor has ceased to be a Taxable Person.

Where Clause (2) of this Article applies, the Transferee shall take into account any gain or loss that arises for the purposes
of calculating Taxable Income and such a gain or loss shall be included in the Tax Return of the Transferee for the Tax
Period in which any of the following occurs:

a) There is a subsequent transfer of the asset or liability outside of the Qualifying Group.
b) The Taxable Persons cease to be members of the same Qualifying Group.

Paragraph (a) of Clause (4) of Article (26) of the Corporate Tax Law shall apply proportionately, as the context requires,
to a subsequent transfer of part of the asset or liability outside of the Qualifying Group.

Where Clause (5) of Article (26) of the Corporate Tax Law applies to a transfer the following shall apply:

a) The Transferee shall make any necessary adjustments to their Taxable Income during the relevant Tax Period in which
Clause (5) of Article (26) of the Corporate Tax Law applies to reverse any depreciation, amortisation or other change
in the value of an asset or liability that has been previously adjusted by the Transferee for this transfer subject to the
Ministerial Decision on the general rules for determining taxable income.

b) Therelevant provisions of the Ministerial Decision on the general rules for determining taxable income shall no longer
apply for the current and future Tax Periods in relation to this transfer.

Article (6)
Record Keeping
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For the purposes of Article (56) of the Corporate Tax Law, where Clause (1) of Article (26) of the Corporate Tax Law has been
applied, both the Transferor and the Transferee must maintain a record of the agreement to transfer the asset or liability at the
value prescribed under Article (26) of the Corporate Tax Law and that of the requirements to make any adjustments prescribed
under the Ministerial Decision on the general rules for determining taxable income.

Article (7)
Publication and Application of this Decision

This Decision shall be published and shall come into effect the day following the date of its publication.

Mohamed bin Hadi Al Hussaini Minister of
State for Financial Affairs

Issued by us:
On: 05/DHUL-QI‘'DAH/1444
Corresponding to: 25/05/2023

Ministerial Decision No. 133 of 2023 on Business Restructuring Relief for the Purposes of Federal DecreeLaw No. 47
of 2022 on the Taxation of Corporations and Businesses

Minister of State for Financial Affairs:

- Having reviewed the Constitution,

- Federal Law No. 1 of 1972 on the Competencies of Ministries and Powers of the Ministers, and its amendments,
- Federal Decree-Law No. 13 of 2016 on the Establishment of the Federal Tax Authority, and its amendments,

- Federal Decree-Law No. 28 0of 2022 on Tax Procedures,

- Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses,

Has decided:

Article (1)
Definitions

Words and expressions in this Decision shall have the same meanings specified in the Federal Decree-Law No. 47 of 2022
referred to above (“Corporate Tax Law”), and the following words and expressions shall have the meanings assigned against

each, unless the context otherwise requires:

Accounting Standards: The accounting standards specified in a decision issued by the Minister for the purposes of the
Corporate Tax Law.

Ordinary Shares: The category of capital stock or equivalent ownership interest, which gives its owner, on a shareby-share
basis, equal entitlement to voting rights, profits, and liquidation proceeds.
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Preferred Shares: The category of capital stock or equity interest which gives its owner priority entitlement to profits and
liquidation proceeds ahead of owners of Ordinary Shares.

Redeemable Shares: The category of capital stock or equity interest, which the juridical person issuing this instrument has
agreed to redeem or buy back from the owner of this instrument at a future date or after a specific event, for a predetermined
amount or with reference to a predetermined amount.

Membership and Partner Interests: The equity interests owned by a member or a partner in the juridical person, which
entitles the member or the partner to a share of the profits, determined with reference to the member’s or the partner’s capital

contribution, and which may be transferred to others.

Transferor: A Taxable Person that transfers its entire Business or an independent part of its Business to another Taxable Person
under Article (27) of the Corporate Tax Law.

Transferee: A Taxable Person to which the entire Business or an independent part of the Business of the Transferor is

transferred under Article (27) of the Corporate Tax Law.

Article (2)
Transfers in Exchange for Shares and Other Forms of Consideration

A transfer will be considered to meet the conditions of Clause (1) of Article (27) of the Corporate Tax Law only where the
Market Value of any other forms of consideration received in addition to shares or other ownership interests do not exceed the
lower of:

1. The net book value of the assets and liabilities transferred; or

2. 10% (ten percent) of the nominal value of the ownership interests issued.

Article (3)
Ownership Interest

1. For the purposes of Article (27) of the Corporate Tax Law, an ownership interest shall include, but not be limited to, holding
any one or a combination of the following instruments:

a) Ordinary Shares.

b) Preferred Shares.

c) Redeemable Shares.

d) Membership and Partner Interests.

e) Other types of securities, capital contributions and rights that entitle the owner to receive profits and liquidation
proceeds.

2. An ownership interest as referred to in Clause (1) of this Article shall only be treated as such if it is classified as equity
interest under the Accounting Standards applied by the Taxable Person holding the ownership interest.
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For the purposes of Article (27) of the Corporate Tax Law, a Taxable Person shall be treated as holding an ownership
interest where the ownership interest is controlled by the Taxable Person and the Taxable Person has the right to the
economic benefits produced by the ownership interest under the Accounting Standards applied by the Taxable Person.

Article (4)
Election to Apply Business Restructuring Relief

An election must be made by the Transferor to apply the provisions of Article (27) of the Corporate Tax Law to a transfer
meeting the conditions of that Article. The election shall be in the form and manner as prescribed by the Authority and the
Transferor and Transferee must maintain the records specified in Article (9) of this Decision.

Where Clause (1) of Article (27) of the Corporate Tax Law applies, any adjustments to the Taxable Income of the Transferor
and the Transferee shall be made in accordance with the Ministerial Decision on the general rules for determining taxable
income.

Article (5)
Transfer of Unutilised Tax Losses

For the purposes of paragraph (d) of Clause (3) of Article (27) of the Corporate Tax Law, any unutilised Tax Losses incurred
by the Transferor prior to the Tax Period in which the transfer under Clause (1) of Article (27) of the Corporate Tax Law
takes place may become carried forward Tax Losses of the Transferee provided that the Transferee continues to conduct
the same or a similar Business or Business Activity that was conducted by the Transferor prior to the transfer.

For the purposes of Clause (1) of this Article, relevant factors for determining whether the Transferee has continued to
conduct the same or a similar Business or Business Activity which was conducted by the Transferor prior to the transfer
include:

a) The Transferee uses some or all of the same assets that were used by the Transferor prior to the transfer;

b) The Transferee has not made significant changes to the core identity or operations of the Business since the transfer;
and

c) Where there have been any changes, these result from the development or exploitation of assets, services, processes,
products or methods that existed before the transfer.

Article (6)
Parties to the Transfer

For the purposes of paragraph (a) of Clause (4) of Article (27) of the Corporate Tax Law, the shares or other ownership
interests must be received by a Person that has a direct or indirect ownership interest of at least 50% (fifty percent) in the
Transferor.

For the purposes of paragraph (b) of Clause (4) of Article (27) of the Corporate Tax Law, the shares or other ownership

interest must be issued by a Person that has a direct or indirect ownership interest of at least 50% (fifty percent) in the
Transferee.
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Article (7)
Unincorporated Partnerships

For the purposes of paragraph (c) of Clause (4) of Article (27) of the Corporate Tax Law, where an application has been made
by an Unincorporated Partnership to be treated as a Taxable Person under Clause (8) of Article (16) of the Corporate Tax Law,
no gain or loss needs to be taken into account in determining Taxable Income irrespective of whether any shares or ownership
interests are received by the partners in the Unincorporated Partnership or whether all partners in the Unincorporated
Partnership are Taxable Persons.

Article (8)
Subsequent Transfer

1. Any gain or loss that arises as a result of applying Clause (7) of Article (27) of the Corporate Tax Law shall be taken into
account for the purposes of calculating the Taxable Income of the Transferor and included in the Tax Return of the
Transferor for the Tax Period in which any of the following circumstances occurs:

a) The shares or other ownership interests in the Taxable Person that is the Transferor or the Transferee are sold,
transferred or otherwise disposed of, in whole or part, to a Person that is not a member of the Qualifying Group to
which the relevant Taxable Persons belong.

b) There is a subsequent transfer or disposal of the Business or the independent part of the Business which was
transferred.

2. Notwithstanding Clause (1) of this Article, any gain or loss that would have accrued to the Transferor under Clause (1) of
this Article shall be attributed to the Transferee if any of the following applies:

a) The Transferor has ceased to be a Taxable Person; or
b) The Transferor is a natural person.

3. Where Clause (2) of this Article applies, the Transferee shall take into account any gain or loss that arises for the purposes
of calculating Taxable Income and such a gain or loss shall be included in the Tax Return of the Transferee for the Tax
Period in which any of the circumstances set out in paragraphs (a) and (b) of Clause (1) of this Article occurs.

4. Where Clause (7) of Article (27) of the Corporate Tax Law applies to a transfer the following shall apply:

a) The Transferee shall make any necessary adjustments to their Taxable Income during the relevant Tax Period in which
Clause (7) of Article (27) of the Corporate Tax Law applies to reverse any depreciation, amortisation or other change
in the value of an asset or liability that has been previously adjusted by the Transferee for this transfer subject to the
Ministerial Decision on the general rules for determining taxable income.

b) Therelevant provisions of the Ministerial Decision on the general rules for determining taxable income shall no longer
apply for the current and future Tax Periods in relation to this transfer.

Article (9)
Record Keeping

For the purposes of Article (56) of the Corporate Tax Law, where Clause (1) of Article (27) of the Corporate Tax Law has been
applied, both the Transferor and the Transferee must maintain a record of the agreement to transfer the Business or the
independent part of the Business at the value prescribed under Article (27) of the Corporate Tax Law and that of the
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requirements to make any adjustments prescribed under the Ministerial Decision on the general rules for determining taxable
income.

Article (10)
Publication and Application of this Decision

This Decision shall be published and shall come into effect the day following the date of its publication.

Mohamed bin Hadi Al Hussaini

Minister of State for Financial Affairs

Issued by us:
On: 05/DHU‘L-QI‘'DAH/1444
Corresponding to: 25/05/2023
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Ministerial Decision No.134 of 2023 on the General Rules for Determining
Taxable Income for the Purposes of Federal Decree-Law No. 47 of 2022 on the Taxation
of Corporations and Businesses

Minister of State for Financial Affairs:

- Having reviewed the Constitution,

- Federal Law No. 1 of 1972 on the Competencies of Ministries and Powers of the

Ministers, and its amendments,

- Federal Decree-Law No. 13 of 2016 on the Establishment of the Federal Tax Authority,

and its amendments,

- Federal Decree-Law No. 28 of 2022 on Tax Procedures,

- Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses,

Has decided:

Article (1)
Definitions

Words and expressions in this Decision shall have the same meanings specified in the Federal
Decree-Law No. 47 of 2022 referred to above (“Corporate Tax Law”), and the following
words and expressions shall have the meanings assigned against each, unless the context
otherwise requires:

Accounting Standards: The accounting standards specified in a decision issued by the
Minister for the purposes of the Corporate Tax Law.

Financial Statements: A complete set of statements as specified under the Accounting
Standards applied by the Taxable Person, which includes, but is not limited to, statement of
income, statement of other comprehensive income, balance sheet, statement of changes in
equity and cash flow statement.

Accrual Basis of Accounting: An accounting method under which the Taxable Person
recognises income when earned and expenditure when incurred.

Financial Asset: Financial asset as defined in the Accounting Standards applied by the
Taxable Person.

Financial Liability: Financial liability as defined in the Accounting Standards applied by the
Taxable Person.
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Equity Method of Accounting: The equity method of accounting as defined in the
International Financial Reporting Standards (“IFRS”), or an equivalent method of accounting
under the Accounting Standards applied by the Taxable Person.

Cost Method of Accounting: The cost method of accounting as defined in the International
Financial Reporting Standards (“IFRS”), or an equivalent method of accounting under the
Accounting Standards applied by the Taxable Person.

Article (2)
Other Adjustments to the Accounting Income for Determining the Taxable Income

For the purposes of paragraph (i) of Clause (2) of Article (20) of the Corporate Tax Law, the
Accounting Income shall be adjusted for the following in the calculation of the Taxable
Income:

1. To include any realised or unrealised gains and losses that are reported in the Financial
Statements insofar as they would not be subsequently recognised in the statement of

income.

2. To make adjustments to replace the effect of Equity Method of Accounting, if applied,

with the effect of Cost Method of Accounting as allowed under the Accounting Standards.

3. Where the Taxable Person elects to take into account gains and losses on a realisation
basis in accordance with paragraph (a) of Clause (3) of Article (20) of the Corporate Tax
Law, to make the following adjustments for the assets and liabilities under that paragraph:

a. In cases other than upon realisation, to exclude any depreciation, amortisation or
other change in the value of the asset, other than a Financial Asset, to the extent that
the adjustment amount relates to a change in the net book value exceeding the
original cost of that asset.

b. To exclude any change in the value of a liability or a Financial Asset, including any
amortisation, except when calculating the gain or the loss upon the realisation of the
liability or the Financial Asset.

c. Upon the realisation of an asset or a liability, to include any amount that has not been
recognised for Corporate Tax purposes under paragraphs (a) and
(b) of this Clause and paragraph (a) of Clause (3) of Article (20) of the Corporate
Tax Law, other than any such amount that arose prior to the most recent acquisition
which was not under the application of either Clause (1) of Article (26) or Clause (1)
of Article (27) of the Corporate Tax Law.

4. Where the Taxable Person elects to take into account gains and losses on a realisation
basis in accordance with paragraph (b) of Clause (3) of Article (20) of the Corporate Tax
Law, to make the following adjustments for the assets and liabilities under that paragraph:

a. In cases other than upon realisation, to exclude any depreciation, amortisation or
other change in the value of the asset, other than a Financial Asset, to the extent that
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the adjustment amount relates to a change in the net book value exceeding the
original cost of that asset.

b. To exclude any change in the value of a liability or a Financial Asset, including any
amortisation, except when calculating the gain or the loss upon the realisation of the
liability or the Financial Asset.

c. Upon the realisation of an asset or a liability, to include any amount that has not been
recognised for Corporate Tax purposes under paragraphs (a) and
(b) of this Clause and paragraph (b) of Clause (3) of Article (20) of the Corporate
Tax Law, other than any such amount that arose prior to the most recent acquisition
which was not under the application of either Clause (1) of Article (26) or Clause (1)
of Article (27) of the Corporate Tax Law.

Article (3)
Other Adjustments to the Accounting Income for Determining the Taxable
Income in Relation to Transactions with Related Parties

1. For the purposes of paragraph (i) of Clause (2) of Article (20) of the Corporate Tax Law,
and for the purposes of Chapter Ten of the Corporate Tax Law, the following adjustments
shall be made by the transferee when calculating the Taxable Income in case of a transfer
of an asset or a liability between Related Parties:

a. Where the amount of consideration paid by the transferee exceeds the Market Value:

1) In cases other than upon realisation, to exclude any depreciation, amortisation or
other change in value of the asset or liability, to the extent that the adjustment
amount relates to a change in value between the net book value of that asset or
liability as recognised by the transferee upon the transfer and the Market Value.

2) Upon the realisation of an asset or a liability by the transferee, to include any
amount to which the net book value used by the transferee when calculating the
gain or loss, exceeds the Market Value identified under subparagraph (1) of this
paragraph.

b. Where the amount of consideration paid by the transferee is lower than the Market

Value, and where the transferor has included the difference between the Market Value
and the consideration in its Taxable Income:

1) In cases other than upon realisation, to exclude any change in value of the asset or
liability, to the extent that the adjustment amount relates to a change in the value
between the Market Value of that asset or liability and its net book value as
recognised by the transferee upon transfer.

2) Upon the realisation of an asset or a liability by the transferee, to reduce an
amount of gain by the difference in the Market Value and the net book value at
the time of transfer, other than any net amount that has not been included in the
Taxable Income under subparagraph (1) of this paragraph.

2. Where subparagraph (1) of paragraph (a) of Clause (1) of this Article applies, the
transferee may elect to recognise the excess derived from the difference between
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the net book value of the asset or liability of the transferee and the Market Value as an
adjustment in calculating the Taxable Income.

3. Where the net book value of the asset or liability under paragraph (a) of Clause (1) of this
Article becomes equal or less than the Market Value, or an election is made under Clause
(2) of this Article for that asset or liability, subparagraphs (1) and (2) of paragraph (a) of
Clause (1) of this Article shall no longer apply to that asset or liability.

4. Where the net book value of the asset or liability under paragraph (b) of Clause
(1) of this Article becomes equal or higher than the Market Value, subparagraphs (1) and
(2) of paragraph (b) of Clause (1) of this Article shall no longer apply to that asset or
liability.

Article (4)
Other Adjustments to the Accounting Income for Determining the Taxable
Income in Relation to Transfers Within a Qualifying Group

For the purposes of paragraph (i) of Clause (2) of Article (20) of the Corporate Tax

Law, and where there has been a transfer of assets or liabilities between Taxable Persons that
are members of the same Qualifying Group that is not a Tax Group under Article (26) of the
Corporate Tax Law, and where Clause (1) of Article (26) of the Corporate Tax Law applies,
the following adjustments shall apply in the calculation of the Taxable Income of the
transferee:

1. 1In cases other than upon realisation, to exclude any depreciation, amortisation or other
change in the value of an asset or a liability, to the extent that it relates to a gain or loss
that arose to the transferor that has not been recognised as a gain or loss under the
application of Clause (1) of Article (26) of the Corporate Tax Law.

2. Upon the realisation of an asset or a liability, to include any amount that has not been
recognised for Corporate Tax purposes under Clause (1) of this Article and Article (26) of
the Corporate Tax Law, other than any such amount that arose prior to the most recent
acquisition where Clause (1) of Article (26) of the Corporate Tax Law did not apply.

Article (5)
Other Adjustments to the Accounting Income for Determining the Taxable
Income in Relation to Business Restructuring Relief

For the purposes of paragraph (i) of Clause (2) of Article (20) of the Corporate Tax

Law, where there has been a transfer of assets or liabilities between a Taxable Person and any
other Person that constitute a transfer of an entire Business or an independent part of the
Business under Article (27) of the Corporate Tax Law, and where Clause (1) of Article (27) of
the Corporate Tax Law applies, the following adjustments shall apply in the calculation of the
Taxable Income of the transferee:

1. In cases other than upon realisation, to exclude any depreciation, amortisation or other
change in the value of an asset or a liability, to the extent that it relates to a gain or loss
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that arose to the transferor that has not been recognised as a gain or loss under the
application of Clause (1) of Article (27) of the Corporate Tax Law.

2. Upon the realisation of an asset or a liability, to include any amount that has not been
recognised for Corporate Tax purposes under Clause (1) of this Article and Article (27) of
the Corporate Tax Law, other than any such amount that arose prior to the most recent
acquisition where Clause (1) of Article (27) of the Corporate Tax Law did not apply.

Article (6)
Other Adjustments to the Accounting Income for Determining the Taxable
Income of a Partner in an Unincorporated Partnership

For the purposes of paragraph (i) of Clause (2) of Article (20) of the Corporate Tax Law, the
following adjustments shall apply in relation to a Taxable Person that is a partner in an
Unincorporated Partnership where an application under Clause (8) of Article (16) of the
Corporate Tax Law is approved:

1. To exclude from the Taxable Income of the partner any such income or loss that is
recognised as Taxable Income for the Unincorporated Partnership.

2. To exclude any gains or losses on the transfer, sale, or other disposal of the interest of the
Taxable Person in the Unincorporated Partnership, or part thereof, provided that the
interest meets all the conditions under Clause (2) of Article (23) of the Corporate Tax
Law.

Article (7)
Other Adjustments on Deductions

1. For the purposes of paragraph (i) of Clause (2) of Article (20) of the Corporate Tax Law,
to the extent that any expenditure is determined as deductible under Chapter Nine of the
Corporate Tax Law where certain conditions are met, any expenditure that does not meet
these conditions shall not be deductible.

2. For the purposes of paragraph (i) of Clause (2) of Article (20) of the Corporate Tax Law,
no deduction shall be allowed for depreciation, amortisation or other change related to
capitalised expenditure, where such an expenditure would not have been deductible had it
been an expenditure that is not capital in nature.

3. For the purposes of paragraph (i) of Clause (2) of Article (20) of the Corporate Tax Law,
expenditures that are capital in nature that have not been deducted for the purpose of
calculating the Taxable Income, other than those under Clause (2) of this Article, shall be
deductible in the calculation of gains or losses upon the realisation of the asset or liability.

4. For the purposes of this Article, expenditures that are capital in nature shall be those

treated as such under the Accounting Standards applied by the Taxable Person.

Article (8)
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Conditions to Elect the Use of the Realisation Basis

1. For the purposes of Clause (3) of Article (20) of the Corporate Tax Law, a Taxable Person
that prepares Financial Statements on an Accrual Basis of Accounting may elect to
recognise gains and losses on a realisation basis, subject to the provisions of Clause (2) of
this Article.

2. Banks and Insurance Providers that are Taxable Persons and that prepare Financial
Statements on an Accrual Basis of Accounting may elect to recognise gains and losses
only on a realisation basis in accordance with paragraph (b) of Clause (3) of Article (20).

3. For the purposes of Clauses (1) and (2) of this Article, the decision to make an election, or
not to make an election, shall be made by the Taxable Person during the first Tax Period
and shall be deemed irrevocable, except under exceptional circumstances and pursuant to
approval by the Authority.

Article (9)
Realisation of Assets or Liabilities

1. For the purposes of this Decision, the following transfers of assets or liabilities shall not
be considered as a realisation of the assets or the liabilities:

a. The transfer of assets or liabilities between Taxable Persons that are members of the
same Qualifying Group that is not a Tax Group under Article (26) of the Corporate
Tax Law, where Clause (1) of Article (26) of the Corporate Tax Law applies.

b. The transfer of assets or liabilities between a Taxable Person and any other Person
that constitute a transfer of an entire Business or an independent part of the Business
under Article (27) of the Corporate Tax Law, where Clause (1) of Article (27) of the
Corporate Tax Law applies.

2. For the purposes of this Decision, a realisation of an asset or a liability shall include, but
is not limited to, the following:

a. The sale, disposal, transfer, other than the transfers under Clause (1) of this Article,
settlement and complete worthlessness of an asset as per the Accounting Standards
applied by the Taxable Person.

b. The settlement, assignment, transfer, other than the transfers under Clause (1) of this
Article, and forgiveness of a liability as per the Accounting Standards applied by the
Taxable Person.

Article (10)
Publication and Application of this Decision

This Decision shall be published and shall come into effect the day following the date of its
publication.
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Mohamed bin Hadi Al Hussaini
Minister of State for Financial Affairs

Issued by us: On: 09/DHU*L-
QI‘'DAH/1444
Corresponding t0:29/05/2023
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Ministerial Decision No. 139 of 2023 Regarding Qualifying Activities and Excluded Activities for the

Purposes of Federal Decree Law No. 47 of 2022 on the Taxation of Corporations and Businesses
Minister of State for Financial Affairs:

- Having reviewed the Constitution,

- Federal Law No. 1 of 1972 on the Competencies of Ministries and Powers of the Ministers, and its amendments,

- Federal Decree-Law No. 13 of 2016 on the Establishment of the Federal Tax Authority, and its amendments,

- Federal Decree-Law No. 8 of 2017 on Value Added Tax, and its amendments,

- Federal Decree-Law No. 28 of 2022 on Tax Procedures,

- Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and Businesses,

- Cabinet Decision No. 59 of 2017 on Designated Zones for the Purposes of the Federal Decree-Law No. 8 of 2017 on Value
Added Tax,

- Cabinet Decision No. 55 of 2023 on Determining Qualifying Income of the Qualifying Free Zone Person for the Purposes

of Federal Decree Law No. 47 of 2022 on the Taxation of Corporations and Businesses, Decided:

Article (1)

Definitions

Words and expressions in this Decision shall have the same meanings specified in the Federal Decree-Law No. 47 of 2022
(“Corporate Tax Law”) and Cabinet Decision No. 55 of 2023 referred to above, and the following words and expressions

shall have the meanings assigned against each:
Ship: Any structures normally operating, or set for operating in maritime navigation regardless of its power and tonnage.

Aircraft: Any machine that can derive support in the atmosphere from the reactions of the air other than the reactions of the

air against the surface of the earth.

Designated Zone: A designated zone as defined in Federal Decree-Law No. 8 of 2017 referred to above, and which has been

specified as a Free Zone for the purposes of the Corporate Tax Law.

Article (2)
Qualifying Activities

1. For the purposes of Cabinet Decision No. 55 of 2023 referred to above, and subject to Clause (2) of this Article and Article
(3) of this Decision, the following activities conducted by a Qualifying Free Zone Person shall be considered Qualifying
Activities:

(a) Manufacturing of goods or materials.
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(b) Processing of goods or materials.

(c) Holding of shares and other securities.

(d) Ownership, management and operation of Ships.

(e) Reinsurance services that are subject to the regulatory oversight of the competent authority in the State.

(f) Fund management services that are subject to the regulatory oversight of the competent authority in the State.

(g) Wealth and investment management services that are subject to the regulatory oversight of the competent authority

in the State.
(h) Headquarter services to Related Parties.
(i) Treasury and financing services to Related Parties.
(j) Financing and leasing of Aircraft, including engines and rotable components.

(k) Distribution of goods or materials in or from a Designated Zone to a customer that resells such goods or materials,

or parts thereof or processes or alters such goods or materials or parts thereof for the purposes of sale or resale.
(I) Logistics services.
(m) Any activities that are ancillary to the activities listed in paragraphs (a) to (1) of this Clause.

Unless otherwise prescribed in this Decision or any other decision issued by the Minister, the activities referenced in

Clause (1) of this Article shall have the meaning provided under the respective laws regulating these activities.

In application of paragraph (k) of Clause (1) of this Article, the activity of distributing goods or materials must be
undertaken in or from a Designated Zone and the goods or materials entering the State must be imported through the

Designated Zone.

For the purposes of paragraph (m) of Clause (1) of this Article, an activity shall be considered ancillary where it serves no
independent function but is necessary for the performance of the main Qualifying Activity.
Article (3)
Excluded Activities

For the purposes of Cabinet Decision No. 55 of 2023 referred to above, the following activities shall be considered

Excluded Activities:
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(a) Any transactions with natural persons, except transactions in relation to the Qualifying Activities specified under

paragraphs (d), (f), (g) and (j) of Clause (1) of Article (2) of this Decision.
(b) Banking activities that are subject to the regulatory oversight of the competent authority in the State.

(c) Insurance activities that are subject to the regulatory oversight of the competent authority in the State, other than the

activity specified under paragraph (e) of Clause (1) of Article (2) of this Decision.

(d) Finance and leasing activities that are subject to the regulatory oversight of the competent authority in the State, other

than those specified under paragraphs (i) and (j) of Clause (1) of Article (2) of this Decision.

(e) Ownership or exploitation of immovable property, other than Commercial Property located in a Free Zone where the

transaction in respect of such Commercial Property is conducted with other Free Zone Persons.
(f) Ownership or exploitation of intellectual property assets.
(g) Any activities that are ancillary to the activities listed in paragraphs (a) to (f) of this Clause.

For the purposes of paragraph (g) of Clause (1) of this Article, an activity shall be considered ancillary where it serves no

independent function but is necessary for the performance of the main Excluded Activity.

Unless otherwise prescribed in this Decision or any other decision issued by the Minister, the activities referenced in

Clause (1) of this Article shall have the meaning provided under the respective laws regulating these activities.

Article (4)

De Minimis Requirements

For the purposes of Article (4) of Cabinet Decision No. 55 of 2023 referred to above, the de minimis requirements shall
be considered satisfied where the non-qualifying Revenue derived by the Qualifying Free
Zone Person in a Tax Period does not exceed 5% (five percent) of the total Revenue of the Qualifying Free Zone Person

in that Tax Period or AED 5,000,000 (five million dirhams), whichever is lower.
Article (5)
Other Conditions

In addition to the conditions set out in Clause (1) of Article (18) of the Corporate Tax Law, a Qualifying Free Zone Person

must meet the following two conditions:

(a) Its non-qualifying Revenue does not exceed the de minimis requirements set out in Article (4) of this Decision.
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(b) It prepares audited financial statements in accordance with any decision issued by the Minister on the requirements

to prepare and maintain audited financial statements for the purposes of the Corporate Tax Law.

2. A Qualifying Free Zone Person that at any particular time during a Tax Period fails to meet any of the conditions set out
in Clause (1) of Article (18) of the Corporate Tax Law and this Decision and any other conditions prescribed by the
Minister shall cease to be a Qualifying Free Zone Person from the beginning of the relevant Tax Period and for the

subsequent (4) four Tax Periods.

Article (6)

Publication and Application of this Decision

This Decision shall be published and shall come into effect on 1 June 2023.

Mohamed bin Hadi Al Hussaini
Minister of State for Financial Affairs

Issued by us,
On: 12 Dhi al-Qi'dah 1444 H
Corresponding to: 01/06/2023
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