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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: 12 May 2023

Updated: 12 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 self -
explanatory 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
ora 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. 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.
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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.

Whilst the term “Business” is defined to include b oth 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 patrtialy
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 investmentincome are notintended 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) specifiesthe 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 existirrespective 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
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generally have no liability for the debts and obligations of the entity over and above their investmentin the
juridical person, with the exception of the cases that the UAE law states otherwise.

Examples of UAE juridical personsinclude 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.

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 subjectto 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 so urces within and outside of the UAE, whether in
cash orin 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
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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.
“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’refersto ajuridical personthat 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 termis 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.
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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 equivalentto 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).

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 fromeach other as perthe 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 procedura 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.
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Chapter Two: Imposition of Corporate Tax and Applicable Rates
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 subjectto Corporate Tax at 0%.

Cabinet DecisionNo. 116 of 2022 on the Annual Taxable Income Subjectto 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:
e (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.
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Chapter Three: Exempt Person
Article 4: Exempt Person
This Article specifies the Persons that are exempt from Corporate Tax.

Exemptionsfrom Corporate Tax are provided for particular categories of Personswhere there are publicinterest
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 “objectexemption” 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
conditionsunder Article 8 and Qualifying Public Benefit Entitieswill nothave 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, 8and 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 detailunder Article 5.
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Clause 1(b) Government Controlled Entities

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
foranexemption from Corporate Tax, whilst a Government Controlled Entity would need to be listedin a Cabinet
Decision issued in accordance with Article 1 in order to be exempt from Corporate Tax.

The exemptionunder 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
orindirectly 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 mustultimately 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 interestin 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
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The UAE Constitution considers the Natural Resourcesin each Emirate to be the public property of that Emirate.
Persons engaged in the extraction and exploitation of Natural Resources are often subjectto 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.

“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.

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 atax systemto 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.
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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.

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).

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 Comporate
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 competentauthority 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 otherrequirementsto 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
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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
e activities that are ancillary to those carried out by the Exempt Person.

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 Lawallows 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 Personinsofar 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 Articles 26, 27, 38 and 40 will not be available to an Exempt Personthat 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.
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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 setany 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
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 pointin 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 conductactivities thatare 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
decisionissuedthereunder,a Government Entity would nothave any registration obligation under the Corporate
Tax Law.

Clause 2 establishes that notwithstanding Clause 1, a Government Entity will be within the scope of Cormporate
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
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
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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 subjectto 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:

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 inthecase of the Local GovernmentEntity, the application can only coverthoseBusinesses 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.
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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 notits 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.

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.

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 notits 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 thatis 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
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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) orjoin 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 Atticle
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 thatwould lead to any other Business of an othemise
exempt Extractive Business being subject to Corporate Tax.

Any share of income fromthe 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).

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
are wholly privately or government owned or to joint ventures between a Local Government and private
sectorenterprises by way of alicence 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
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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 Personis effectively subject to tax in the Emirate in which they operate as setoutin Article 7(6).

Local Governments derive income from Natural Resources throughtheir 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 Comorate
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).

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
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.
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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 howa Personwithincome 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 Businessin 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) orjoin 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.

Explanatory Guide on Federal Decree-Law No. 47 0f2022 on the Taxation of Corporations and Businesses

22

TEL +9712 6726000 ca5ls « FAX +9712 6713333 ,.Sla « ABU DHABI, UNITED ARAB EMIRATES 5.axall du yull ol )LaY _L:/;“ + PO.BOX 433 ..o

TEL +971 4 3939000 z3la « FAX +971 4 3939090 ,.S1a « DUBAI, UNITED ARAB EMIRATES 5axal!l 4y yall el )La¥l (3 « PO.BOX 1565 ..o

www.mof.gov.ae



UNITED ARAB EMIRATES

MINISTRY OF FINANCE
OFFICE OF THE MINISTER

Buonit ) Gy yatt O sLa¥
2\—:_7\_1‘5)‘}3
> 2591 “Se

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 exemptunder 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
orgovernment owned pursuantto concessions orcommercial agreements. These agreements may providethat
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 fromthe 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 Atticle
sets out the activities that satisfy the definition of a Non-Extractive Natural Resource Business for the purposes
of being an ExemptPerson underthe provisions of Article4(1)(d), as well as the circumstancesthat would lead
to other Business Activities of an otherwise Non-Extractive Natural Resource Business being subject to
Corporate Tax under the Corporate Tax Law.
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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
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.

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’sincome 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 derivesincome fromanyone 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 Personis effectively subject to tax in the Emirate in which they operate as set out in Article 8(6); and

Similarto the requirement under Article 7, “effectively subjectto 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 orlevy 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 s cope of the Coporate
Tax Law and be taxed in and in accordance with the applicable legislation of the relevant Emirate, and the
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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.

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.

Forany other Businesstobe considered ancillary orincidental 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.

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
fromthe 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 Businessin 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.
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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 Non-
Extractive Natural Resource Business and the other Business of the Person.

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 onincome, 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.

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 non-
governmental 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 ad opted for VAT, public benefitentities that meetthe relevant
conditions under this Article will need to be listed in a Cabinet Decisionto 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

Explanatory Guide on Federal Decree-Law No. 47 0f2022 on the Taxation of Corporations and Businesses

26

TEL +9712 6726000 ca5ls « FAX +9712 6713333 ,.Sla « ABU DHABI, UNITED ARAB EMIRATES 5.axall du yull ol )LaY _L:/;“ + PO.BOX 433 ..o

TEL +971 4 3939000 z3la « FAX +971 4 3939090 ,.S1a « DUBAI, UNITED ARAB EMIRATES 5axal!l 4y yall el )La¥l (3 « PO.BOX 1565 ..o

www.mof.gov.ae



UNITED ARAB EMIRATES

MINISTRY OF FINANCE
OFFICE OF THE MINISTER

Buonit ) Gy yatt O sLa¥
A JL 13,09
> 2591 “Se

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 mustbe 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.

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 benefitis 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 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 oraimed at f ulfilling 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
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prevent a Qualifying Public Benefit Entity from competing with other non-exempt entitiesthat engage in a similar
commercial activity.

The requirement under Clause 1(b) does notin 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 notconstitutean 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.

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 provisionis 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 orindirectly promote the economic self-interest of any fiduciary oremployee
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 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
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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) providesthat in orderto 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.

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, forexample, 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 outin Clause 1, the Authority may request any relevant information records from the entity.
Cabinet Decision No. 37 of 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 Comorate
Tax.

Whilst there are various structures that managed investment schemes and collective investment vehicles may
take, the term “investment fund” refers to an arrangement orjuridical person whose primary purpose and activity
is to poolinvestor funds and invest such funds in accordance with a defined investment policy. This could

Explanatory Guide on Federal Decree-Law No. 47 0f2022 on the Taxation of Corporations and Businesses

29

TEL +9712 6726000 ca5ls « FAX +9712 6713333 ,.Sla « ABU DHABI, UNITED ARAB EMIRATES 5.axall du yull ol )LaY .VAL;;__“ + PO.BOX 433 ..o
TEL +971 4 3939000 z3la « FAX +971 4 3939090 ,.S1a « DUBAI, UNITED ARAB EMIRATES 5axal!l 4y yall el )La¥l (3 « PO.BOX 1565 ..o

www.mof.gov.ae



UNITED ARAB EMIRATES

MINISTRY OF FINANCE
OFFICE OF THE MINISTER

Buonit ) Gy yatt O sLa¥
A JL 13,09
> 2591 “Se

include, for example, real estate investment trusts, mutual funds, private equity funds, or other alternative
investment funds.

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(2)(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
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 concemed
with the licensing and supervision of the operation of investment funds or the performance of fund orinvestment
management activities, as applicable. Examples of such competentauthorities in the UAE include the Securities
and Commaodities 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)
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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 inthe UAE that is licensed and regulated
by the relevant competent authority, or a foreign stock exchange that s licensed and regulated by the relevant
foreign competent authority and has equal standing to that of a UAE stock exchange as described above.

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 notimpose 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.

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 notimpact 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
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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-ResidentPersonsthat have a Permanent Establishmentinthe UAE orthatearn UAE sourced income
that is within the scope of Corporate Tax.

Clause 1 provides for Taxable Persons to be subjectto 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 Personand 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 subjectto Corporate Tax as a Resident Person for Corporate Tax purposes is (also) a
resident for tax purposes in another jurisdiction.
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Clause 3 sets out the circumstances in which Persons are considered to be Resident Persons for the purposes
of Corporate Tax.

Clause 3(a) providesthat where ajuridical personisincorporated, or otherwise established or recognised under
the laws of the UAE, it will automatically be considered a Resident Person for the purposes of the Corporate
Tax 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).

Unless specifically exempted fromits 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 Corp orate 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 personis effectively managed and controlled inthe 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 ajuridical person to be considered effectively managed and controlled in the UAE, itis not necessary for its
board members (or equivalent) to be domiciled or resident in the UAE.
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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
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.

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 wil
also be treated as a Non-Resident Personfor 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 onthrough a Permanent Establishment. Suchincome may be subjectto 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
setoutin 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.
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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 b oth the source and residence
basis of taxation. That is, a Resident Person is taxed on income derived from both UAE and non-UAE sources
(subjecttoaresidentnatural person only being taxed onincome 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 subsequentimplementing decision, prescribes a different Corporate Tax treatment for either a specific
type of Person or a specific type of income.

For Resident Persons, the meaning of the term “derived” would generally depend on whether a Person uses
the cash oraccrual basis methodof 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 outin Chapter Six of the Corporate Tax Law.

Under Article 11, a juridical person will be considered a Resident Person if it is incorporated or othemise
recognised under the laws of the UAE, or if the place of effective management and control of the non-UAE
juridical personis 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 fromoverseas. 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 forincome 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.
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Clause 2 providesthata 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 personwill 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 subjectto 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 P ermanent Establishment arises where a
Non-Resident Person has a fixed place of Business or other form of presence in the UAE that warrants the
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 Income but are not Resident Persons are considered Non-Resident Persons and
are subjectto 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 residentin 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.
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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 extentit 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.

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 fromthe 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 contractis 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 orimmovable property which will be sourced to where the property is located.

e Income from movable orimmovable 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 rightto 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 arrangementis 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.

Article 14;: Permanent Establishment

This Article determines when a Non-Resident Person has a Permanent Establishmentin 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.
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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 bea
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 physicallocation, 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 Personoris at the disposal of the Non-Resident Person for an extended period
of time. Examples of what may constitute a fixed place are set outin Clause 2.

For afixed placein 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 No n-
Resident 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
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 beinterpreted 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 day-
to-day conduct of the foreign entity’s Business are (in substance) made, may constitute a Permanent
Establishment.
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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.

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 notfollow 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 Non-
Resident 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 cany 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 six-
month threshold.

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 underwhich afixed or permanentplace inthe UAE shall notbe 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.
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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 Non-
Resident 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.

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
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 contractin away 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
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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 Non-
Resident 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 subjectto 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 atemporary and exceptional situation. What constitutes a temporary and exceptional situation has been
clarified in Ministerial Decision No. 83 of 2023 onthe Determination of the Conditions underwhich 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, itismeant to prevent aforeign Person from being considered
as having a Permanent 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 ap propriately licensed to performinvestment 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 Personto 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.

Indicatorsthat the Investment Managementactsin 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 interestin 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 resultinthe InvestmentManager receiving fees or other remunerationthat is customary or appropriate
forand 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).

e The Investment Manager must not be an agentin 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
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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.

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.
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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 isan Unincorporated Partnership iswhether one or more of the partners that participate
in the management of the relevant Business have directand 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 subjectto 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.
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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 s to be treated as
an allocation of income to the partner.

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 shallbe treated as an Unincorporated Partnership for Comporate
Tax purposes if it is considered as not taxable in its own right in the country or territory where it was fommed,
with each partner in the Foreign Partnership being taxed on their distributive share of income received by or
accrued to the Foreign Partnership, subjectto 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 resultin 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 aresult.

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 resultin 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
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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.

Article 17: Family Foundation

As discussed under the definition of Business (Article 1), a natural person’s employment income and personal
investmentincome are not intended to be within the scope of Corporate Tax. This Article recognisesthat natural
persons use different structures to manage their personal wealth and investments for asset protection,
succession and other reasons, which may 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 defaultbe 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
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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).

Forthe purposesof Clause 1(a), the “public benefitentity”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.

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
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.

The Family Foundation does notconduct 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
purposesis not permitted to undertake activities that, if attributed to the natural personwho created the
Family Foundation or its beneficiaries who are natural persons, would constitute a taxable Business or
Business Activity under Article 11(6).

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.

The Family Foundation must meet any other conditions as may be prescribed by the Minister in
accordance with Clause 1(ge).
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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 TaxableIncome
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.

Although the basic purpose of measuring profitis 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, whilstin 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
adopta hybrid or combination of rules.

For Corporate Tax purposes, the accounting net profit (orloss) 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 subjectto 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 treatmentin 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 inthe value of an
asset or liability before itis sold or settled. The treatment of unrealised gains or losses is further discussed
in the following paragraphs.

e Exemptincomeas specifiedin 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
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Permanent Establishment (Article 24), and income fromthe operationof aircraftand shipsin international
transportation (Article 25).

o 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 byway of depreciation or amortisation deductions over the economiclife of the assetor b enefit.
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 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 orspecial 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
(orlosses) 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 aresult. 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.
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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.

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-tem
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 allassets and liabilitiesoronlyinrespectof assets and liabilities held on capital account. Additional conditions
forthe purposes of the election under Clause 3, and how unrealised gains and losses thathave 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.

e Assets held on capital account are non-current assets that a Person does not trade such as property held
forinvestment 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;
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e adjustments to be made to the calculation of Taxable Income that could be an exception to the genera
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.

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 Atticle
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 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:
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— amember of a multinational group that is required to prepare a Country-by-Country Report under the
UAE’s Country-by-Country Reporting legislation®, or

— aQualifying Free Zone Person.

Clause 2 clarifies that for the Tax Period that a Resident Person elects to benefitfrom 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 willnot 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.

' Cabinet Decision No. 44 of 2020 on Organising Reports Submitted by Multinational Companies
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Chapter Seven: ExemptIncome
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 preventincome derived from the activity of another resident or non-residentjuridical person, or a
Foreign Permanent Establishment of a Resident Person, from potentially being subject to economic or juridical
double taxation.

Dividends and other profitdistributions 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 from Corporate Tax on gainsderived fromthe 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 Establishmentis 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 thatincome from a Participating Interest, such as dividends and capital gains, is exempt
from Corporate Tax. A Participating Interestis defined as a significant, long-term ownership interestin ajuridical
person (the “Participation”) that suggests some degree of control or influence over the Patrticipation and that
meets the conditions of this Article.

As discussed under Article 12, whilst Resident Persons are subjectto Corporate Tax onincome fromboth 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 arelatively simple mechanismto 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.
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In addition to the Participation Exemption being a net income exemption, the Participation Exemption is a
symmetrical exemption of income froma 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).

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 relevantincome 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 interestin a Participation wil
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 capitalof the juridical person. This indicates thatthe Participation must have a capital divided
into shares, membership interests, or other securities or rights that entitle the holder to profits and
liguidation 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.

Unless the ownership interest qualifies as a Participating Interest by having an acquisition cost that
exceeds the threshold under Clause 11, aless 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 Interestmustbe held for an uninterrupted periodof 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 subjectto Corporate Tax (or equivalent) of 9% or maore. 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.
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e The ownership interestin the Participation entitles the holder to at least 5% of the profits and liguidation
proceeds. Theterm “ownership interest’ in the context of this Article is generally meant to referto 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.

e 50% orless 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
ownership interests or entittements 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 acquisitionand 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 Patrticipation 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.

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.
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e Gains orlosses 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 non-
deductible, with the exception of Interestexpenditure whichis 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, wil
not be exempt from Corporate Tax.

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 subsequentincome 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 ora Related Party who is subjectto Corporate Tax has recognised a deductible
impairment loss in respect of a loan receivable from the Participation. Clause 6(c) applies where the
Taxable Personhasimpaired areceivable from ajuridicalpersoninwhich 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 thatthe reversal of animpairmentloss mentioned in Clause 6(c) is exempted from Coporate
Tax up to the amount of income from the Participating Interest that did not benefit from the Participation
Exemption under Clause 6(c).

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.
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Clause 9 disappliesthe exemption under Article 23 fora 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.

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 ad ministrative simplification, recognising
that a material investmentin 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 thatis 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 confirmsthat if an election is made, the Resident Person shall not take into account any profits or
lossesinany 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
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loss in each Foreign Permanent Establishment must be calculated using the rules for the calculation of Taxable
Income under the Corporate Tax Law as if the Foreign Permanent Establishmentwas 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 inthe 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 s 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.

As an extension of the position under Clause 4 that the Foreign Permanent Establishmentis 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 5 requires such
transfers to betreated 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
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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 thatincome 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 Personisin 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.

Beyondthe directoperation orleasing of aircraftand 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 exemptfrom 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 inwhich the Non-Resident Personresides. 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 providesfor Corporate Tax neutrality where one ormore assetsor 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.

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
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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.

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 Personwith 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 financia
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 continueto 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 partiesto 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 inany gainonthe asset or liability transfer notbeing taxed, whereas Corporate Tax would have applied
if the asset or liability was sold directly to a party thatis not a member of the Qualifying Group.
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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 from either the net book value or cost prescribed by Clause 3(a) and Clause 3(b), wil
adjust the Taxable Income of the Taxable Persons involved in the transfer.

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 resultin 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
certaintypes of restructuring transactions to take place in atax neutral manner, subjectto 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 inits 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 transferoris 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 Alegal 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 goinginto liquidation and shares or ownership interestsinthe transferorare cancelled by law.
The owner(s) of the transferor become owner(s) of the transferees.

— In a partial 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
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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.

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 partiesinvolved 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 meantto 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.
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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 Comorate
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 assetis 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 impactis 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.

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 basisinthe shares of the Taxable Person that ceases
to exist rolls over to the shares or other ownership interests received in the Taxable Person thatis 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 athird 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 bereasonably attributed to the independent part of the Business being transferred may become carried
forward Tax Losses of the transferee.
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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 thatif 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
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 outcircumstancesin which expenditure is not allowed to be deducted. The intention of the Article
is to allow Taxable Personsto deduct expenditure that is anecessary part of arriving at an amountthat 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 Personforthe 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
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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
the deduction. For example, deduction for Interest expenditure is specifically limited under Articles 30 and 31
of the Corporate Tax Law.

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 adeductionforexpenditure that is incurred for purposes other thanforthe 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 similary
not deductible.

Clause 2(d) provides for other non-deductible expenditure to be specified by a Cabinet Decision.

As set outin Clause 1, a deduction is allowed only for expenditure thatis “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.
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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.

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.

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 debtbeing
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 Comorate
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 mustbe takeninthe orderthat 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.
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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 deductionof Net Interest Expenditure in such
subsequent Tax Periods must be applied in the order in which the amounts were incurred, subjectto Clauses
land 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
willcommonlybeinanet Interestincome 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
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.

Article 31: Specific Interest Deduction Limitation Rule

As anexceptiontothe general rule under Article 29 which providesthat Interestexpenditure 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 aloan
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:
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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).

Notwithstanding the provisions of this Article, the loan and transaction may still be subject to the general anti-
abuse 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.

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% deductionunder 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:
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Meals;

Accommodation, such as hotels and other temporary accommodation;

Transportation, such as taxis, flights and other forms of transport;

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.

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.

Clause 2 denies adeduction forfinesand penalties which are notpaymentsthat 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.

Clause 4 denies a deduction for dividends, profit distributions and similar payments or benefits provided
to the owner or owners of the Taxable Person.

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.
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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 Cabinetto 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 transac tion 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 resuit.
As the determination of an appropriate arm’s length price for each transaction or arrangement is facts and
circumstances 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 notindicate 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 providesthat 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 onthe 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 arange of results orindicators (ratherthan an absolute number).

Clause 8 provides that the Authority may adjust a Taxable Person’s Taxable Income where the result of any
transaction orarrangementwith a Related Party does not fall within the arm’slength range referred toin 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.
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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.

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 am’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, itis internationally common to set the Related Party ownership threshold at 50% or more, on the basis
that a simple majority is typically sufficientto exertinfluence and direction over another entity.

Clause 1 defines the situations in which two parties (natural or juridical) may be related to each other.

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.

% Federal Law No. 5 of 1985 on the Issuance of Civil Transactions Law, and its amendments.
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e The fourth-degree of kinship and affiliation additionally includes a natural person’s great-great-
grandparents, 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 interestin, 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 ormore juridical persons are Related Parties even where any Person, alone ortogether 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,
forexample, their shared control over the Business of the Unincorporated Partnership and their unlimited liability
forthe 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 contractestablishing 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, 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 suchinfluence could be exerted through, for example:

e exercising 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
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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
the Market Value of the transaction. In other words, a deduction would be denied onany 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 personsin 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 paidforthe service or benefit provided by the Connected Person does notexceed 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, adirector 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 Personisapartnerin an Unincorporated Partnership, Clause 4 providesthat 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 serice
or benefit (or otherwise) provided by the Connected Person.

To ease the compliance burden associated with complying with this Article, Clause 6 specifies that Clause 1
shallnotapply to a Taxable Person whose shares are traded on a Recognised Stock Exchange orthat 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 2limits the amount of Tax Losses thatcan 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.

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 extentthere are Tax Losses brought forward fromprior 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%.
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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 benefitfromthe 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 Non-
Resident 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 deductionto reduce their TaxableIncome
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 P erson
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 P eriod.

Clause 2(c) provides thatthe Taxable Person who transfers Tax Losses to another Taxable Person mustreduce
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.

Article 39: Limitation on Tax Losses Carried Forward

This Article provides that Tax Losses canonly 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.
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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.

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 testis met.

Clause 1(a) clarifieswhat conditions mustbe 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 sufficientcontinuity, 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 thisapproachis provided inthis 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 allowsfor 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
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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.

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.

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.
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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
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 c hange 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.

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 appliesin 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 aresult of forming the Tax Group, one (consolidated) Taxable Income will be calculated for the Tax Group.
Clause 1 stipulatesthat 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.
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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 arule, 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 pre-
Grouping 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
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 providesthat 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 IncasetheParent Company continuestobe a Taxable Person, the Tax Losseswill remain withthe Parent
Company; or

e In case the Parent Company ceases to be a Taxable Person, the unutilised Tax Losses shall not be
available to offsetagainstfuture Taxable Income of individual Subsidiaries. This rule does notapply where
these lossesconsist of unutilised Tax Losses of a Subsidiary from the period before joining the Tax Group.
Further, where the Parent Company s replaced by another Parent Company under Article 40(12), Clause
8 provides that the Tax Losses shall remain with the Tax Group.

As aresult 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 inthe 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 onthe
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.
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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
guantified 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
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 amountof the Taxable
Person’s Withholding Tax Creditis 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.

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.
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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 acommon 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:

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 otherincome 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.

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 betweenthe amount of Withholding Tax Credit and the amount of Corporate Tax due.
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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
oreliminated underthis Article by allowing the Taxable Personto claimacredit forincome tax paid in the foreign
jurisdictionsin respect of such foreign sourced income against the Corporate Tax Payable on thatsame income.
This is also confirmed in Article 1 which defines “Foreign Tax Credit” as the amount of tax paid under the laws
of aforeign 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 apercentage of agrossamountof 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 Customsduty/ 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 providesthat Corporate Tax due under Article 3may be reduced by the amountof 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 thatis 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).

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 outin 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 inthe foreignjurisdictionis 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 forthe 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
areasonable 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
arefund of Corporate Tax.

Clause 1 provides that a Taxable Person may apply to the Authority for a refund in accordance with the
processesand procedures set outinthe Tax Procedures Law, this being the law that governs the ad ministrative
aspects of Corporate Tax and other federal taxes in the UAE. This Clause also confirms that Corporate Tax wil
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
arefund request.
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Chapter Fifteen: Anti-Abuse Rules
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 taxpay ers 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.qg. 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<iscal reason which reflects economic reality, and where the main purpose of it is to
obtaina 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 arrangementis to allow
another Personto 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:
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e arefund or an increased refund of Corporate Tax; or
e the avoidance or reduction of Corporate Tax Payable; or

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 comect
amount of Corporate Tax should be paid at theright time; or

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
otherwords, Clause 3 allows the Authority to “unwind” the tax outcome and treatthe 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 adjustmentsto 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 thatwhere there is a proceeding regarding the ap plication 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.
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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.

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 outin 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 Corporations and Businesses has specified that the following Persons are
not required to register for Corporate Tax purposes:

e aGovernment Entity; or
e a Government Controlled Entity; or
e aPersonengaged in an Extractive Business that meets the conditions of Article 7; or

e a Personengaged 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 Establishmentin 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 aQualifying Public Benefit Entity (see Article 9); or

e aQualifying Investment Fund (see Article 10); or
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e apension or social security fund that is subjectto 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 allowsthe Authority to require the authorised partnerin 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.

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 forin 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 Comporate
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.

Clause 1 providesthe basis foraPersonto deregister for Corporate Tax purposes byfiling 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 deregisterthe Person for Corporate Tax. This deregistration will take effect either fromthe date of cessation
of the Business or Business Activity, or from another date that may be determined by the Authority.

Clause 4 provides thatthe Authority may, at its discretion and based on the information available toit, deregister
a Person who does not comply with the tax deregistration requirements under this Article. If the Authority does
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exercise its power under this Clause and deregisters a Person, this deregistration will take effect from the later
of:

e thelast 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

e 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. I
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 Personto file a Tax Return for each Tax Period, and this Tax Return must be filed
no later than nine months fromthe 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.

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;

e 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 Retum, or as
and when requested by the Authority.
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Where the disclosure of information through the standard information reporting channel and formatby 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
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 obligationto 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 Returnto the Authority on behalf of the Tax Group.
This is consistent with 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 specifiesthat the Authority may requesta 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, orto have the financial statements used for determining their Taxable Income certified by alicensed
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:
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e A Taxable Person deriving Revenue exceeding AED 50,000,000 during the relevant Tax Period; and
e A Qualifying Free Zone Person.

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.

Clause 2 provides thatif 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
arequest 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
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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.

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:

e acash bookrecording 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 Personto 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.

Clause 2 requires an Exempt Person to keep any information, accounts, documents and records to enable the
ExemptPerson’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 Retum.

Given Corporate Tax isimposed 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.
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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.

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 changeits 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 pointin time the clarification is 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 meansthat 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 canissue a Corporate Tax assessment to any Person (notnecessarily a Taxable
Person).

Clause 1 confirmsthat 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 beissued 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.

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 ad ministrative 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.
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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,
parties to an International Agreement should be bound by the provisions of the agreement and should fulffil their
obligations in good faith.

Forthe 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 inthe 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 confims
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 respectto 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 Lawto 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 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.
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Persons that prepare their financial statements based on a calendar Financial Year (1 January - 31 December)
will become subjectto 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
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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