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Introduction

The introduction of corporate taxation in the UAE marks a signivcant eyolution in 
the countr’ws vscal and regulator’ frame.orkH ,istoricall’-  the UAE operated as a 
largel’ taxjneutral Furisdiction for businesses- rel’ing primaril’ on indirect taxes and 
sectorjspecivc leyies rather than a comprehensiye corporate income tax s’stemH This 
position shifted .ith the enactment of Dederal LecreejNa. 4oH 72 of 0B00 on the Taxation 
of Corporations and (usinesses )the Corporate Tax Na.3- .hich established a federal 
corporate tax regime applicable across the UAEH

Pursuant to article 5 of the Corporate Tax Na.- corporate tax is leyied on the taxable income 
of a taxable person at rates prescribed b’ the legislationH The la. adopts a dualjrate 
structure- .hereb’ taxable income up to 52%-BBB dirhams is subFect to a B9 rate- .hile 
income exceeding this threshold is taxed at z9H This approach reIects a polic’ balance 
bet.een maintaining the UAEws competitiyeness as a business hub and supporting small 
and mediumjsiqed enterprises- .hile aligning the Furisdiction .ith internationall’ accepted 
tax standardsH

The introduction of this regime has materiall’ altered the approach to tax planning .ithin 
the UAEH Prior to its implementation- tax considerations largel’ centred on inyestment 
structuring- access to double tax treaties and the utilisation of free qones- rather than 
the optimisation of taxable incomeH “n contrast- the current frame.ork necessitates a 
more comprehensiye and compliancejdriyen approach to corporate structuring and tax 
managementH

A primar’ consideration is determining .hether an entit’ falls .ithin the scope of the 
Corporate Tax Na.H This re”uires an assessment of .hether the entit’ ”ualives as a 
Qtaxable personZ and- if so- its classivcation as a resident- nonjresident or exempt personH 
These distinctions are fundamental- as the’ directl’ affect the extent of taxable income 
and the entit’ws reporting and compliance obligationsH

“n addition- the Corporate Tax Na. emphasises economic substance and corporate 
goyernanceH This is particularl’ releyant for entities established in UAE free qones- .hich 
ma’ benevt from preferential tax treatment if the’ ”ualif’ as ;ualif’ing Dree Oone Persons 
);DOPs3H Eligibilit’ for this status is contingent upon meeting specivc statutor’ conditions- 
including maintaining ade”uate substance- deriying ”ualif’ing income and compl’ing .ith 
transfer pricing re”uirementsH These conditions are clarived through guidance issued b’ 
the UAE Dederal Tax Authorit’ )DTA3H

Dinall’-  the  legislation  introduces  a  formal  transfer  pricing  regime  re”uiring  that 
transactions bet.een related parties and connected persons adhere to the armws length 
principleR that is- such transactions must be conducted on terms consistent .ith those that 
.ould preyail bet.een independent parties under comparable circumstancesH Taxpa’ers 
are therefore re”uired to undertake appropriate comparabilit’ anal’ses and to maintain 
suKcient documentation to eyidence compliance .ith transfer pricing rulesH

Wyerall-  the Corporate Tax Na. represents a foundational deyelopment in UAE tax 
la.- creating a structured and internationall’ aligned corporate taxation s’stem .hile 
reshaping the legal and practical considerations releyant to businesses operating .ithin 
the FurisdictionH
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Nandscape and scope

The scope of the UAE corporate tax regime is principall’ determined b’ the proyisions of 
the Corporate Tax Na. concerning taxable personsH The legislation- .hich is administered 
b’ the DTA- imposes corporate tax on the taxable income of persons falling .ithin its 
ambit at the rates prescribedH The regime is designed to haye broad application- extending 
not onl’ to Furidical persons incorporated or established in the UAE- but also to certain 
nonjresident persons deriying income connected to the UAEH

A central feature of the frame.ork is the classivcation of taxable persons into resident and 
nonjresident categoriesH –esident persons generall’ include Furidical persons incorporated 
or established in the UAE )encompassing entities formed in both mainland Furisdictions 
and free qones3- as .ell as foreign entities that are effectiyel’ managed and controlled 
.ithin the UAEH “n addition- natural persons conducting a business or business actiyit’ 
in the UAE ma’ also fall .ithin the devnition of a resident taxable personH 4onjresident 
persons are brought .ithin the scope of the regime .here the’ haye a suKcient nexus 
to the UAE- such as through a permanent establishment or the receipt of UAEjsourced 
incomeH

Me’ current risk areas and planning priorities

Sithin this  eyolying frame.ork-  corporate tax planning in  the UAE is  increasingl’ 
characterised b’ a  compliancejorientated approachH  The introduction of  a  formal 
corporate tax s’stem has shifted the focus a.a’ from purel’ structural or Furisdictional 
planning and to.ards ensuring that tax positions are robust- .elljdocumented- and aligned 
.ith both the letter and intent of the la. and .ith DTA guidanceH

Wne important consideration for multinational groups is the potential formation of a tax 
groupH The Corporate Tax Na. permits ”ualif’ing entities .ithin a group ' t’picall’ a 
parent compan’ and its subsidiaries ' to be treated as a single taxable person- subFect 
to conditionsH This can offer practical adyantages- including the consolidation of taxable 
results and the abilit’ to offset losses .ithin the group- thereb’ enhancing oyerall tax 
eKcienc’ .hile simplif’ing complianceH

Transfer pricing has also emerged as a ke’ area of focusH The Corporate Tax Na. re”uires 
that transactions bet.een related parties and connected persons adhere to the armws 
length principle- consistent .ith internationall’ recognised standardsH “n practice- this 
re”uires businesses to select and appl’ appropriate transfer pricing methodologies ' such 
as the Comparable Uncontrolled Price- –esale Price- Cost Plus- Transactional 4et 6argin 
or Provt :plit methods ' based on the nature of the transaction and the ayailabilit’ of 
comparable dataH –obust documentation and support for interjcompan’ arrangements 
)including vnancing- licensing and seryice transactions3 are essential to demonstrate 
complianceH

Dor entities operating in UAE free qones- a critical planning priorit’ lies in maintaining 
eligibilit’ for preferential tax treatmentH “n particular- entities seeking to ”ualif’ as ;DOPs 
must satisf’ specivc statutor’ conditions- including maintaining ade”uate economic 
substance .ithin the free qone and deriying income from actiyities designated as 
”ualif’ing actiyities under the la.H Dailure to meet these re”uirements ma’ result in the 
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loss of benevcial tax status- thereb’ subFecting the entit’ to the standard corporate tax 
regimeH

Taken together- these considerations illustrate the UAEws transition to.ards a structured 
and internationall’ aligned corporate tax enyironment- .here careful planning is closel’ 
intert.ined .ith rigorous complianceH

Wutlook

As the UAEws corporate tax regime continues to mature- its traFector’ points to.ards 
an increasingl’ structured- compliancejdriyen and goyernancejoriented s’stemH The 
initial phase of implementation has largel’ focused on familiarising businesses .ith 
the legislatiye frame.orkR ho.eyer- the next stage is expected to emphasise practical 
application- enforcement and alignment .ith international best practicesH

“n this context- corporate tax planning is likel’ to eyolye be’ond highjleyel structuring 
considerations and into the operational integration of tax compliance .ithin business 
functionsH This includes ensuring that corporate structures- vnancial reporting s’stems 
and internal documentation processes are full’ aligned .ith the re”uirements of the 
Corporate Tax Na. and DTA guidanceH

Nooking ahead- particular attention is expected to centre on the practical implementation 
of transfer pricing rules- especiall’ in relation to documentation standards and the 
defensibilit’ of interjcompan’ pricingH :imilarl’- the continued application and monitoring 
of free qone tax incentiyes .ill remain a ke’ area as businesses seek to retain preferential 
treatment .hile meeting increasingl’ rigorous substance and compliance re”uirementsH 
The interaction bet.een the UAE regime and international tax deyelopments ' most 
notabl’ the Wrganisation for Economic Cojoperation and Leyelopment8s )WECL3 (ase 
Erosion and Provt :hifting )(EP:3 frame.ork ' is also expected to pla’ a signivcant role 
in shaping future tax polic’ and administratiye practiceH

Entity selection and business operations

The Corporate Tax Na. adopts a classivcationjbased approach to determining the tax 
treatment of entities- .ith the distinction bet.een taxable and exempt persons forming the 
foundation of the regimeH This classivcation directl’ inIuences the scope of tax liabilit’- 
applicable reliefs and compliance obligationsH

(roadl’ speaking- the UAE tax s’stem remains comparatiyel’ straightfor.ard- comprising 
a federal corporate tax regime .hile exempting indiyiduals from personal income tax 
)except .here indiyiduals conduct licensed business actiyities3H Sithin this frame.ork 
there are seyeral ke’ categories of entities and reliefs- as outlined belo.H

Exempt persons

Certain categories of entities engaged in public-  social or soyereign functions are 
expressl’  excluded  from  the  scope  of  corporate  tax-  including  goyernment  and 
goyernmentjcontrolled entities- ”ualif’ing public benevt entities- ”ualif’ing inyestment 
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funds- and specived pension or social securit’ fundsH “n addition- Furidical persons .holl’ 
o.ned and controlled b’ exempt persons ma’ also ”ualif’ for exemption- proyided certain 
conditions are satisvedH

;ualif’ing Dree Oone Persons

Dree qone entities  occup’ a  distinctiye position .ithin  the UAE tax frame.orkH  A 
Furidical person established in a free qone ma’ ”ualif’ as a ;DOP .here it satisves 
specivc statutor’ conditions- including deriying Q”ualif’ing incomeZ- maintaining ade”uate 
economic substance .ithin the UAE- compl’ing .ith transfer pricing rules- meeting de 
minimis thresholds and preparing audited vnancial statementsH Shere these criteria are 
met- ”ualif’ing income ma’ be subFect to a B9 corporate tax rate- .hile nonj”ualif’ing 
income remains taxable at the standard z9 rateH This dual treatment underscores the 
conditional nature of free qone incentiyesH

:mall business relief

To support smaller enterprises- the regime proyides a simplived compliance option for 
eligible resident taxable persons .ith reyenue belo. a prescribed threshold )currentl’ 5 
million dirhams3H Shere an election is made and conditions are satisved- the entit’ ma’ be 
treated as haying no taxable income for the releyant periodH This mechanism reduces both 
administratiye and vnancial burdens for small businessesH Currentl’- the relief is ayailable 
to taxable persons onl’ for the tax period up to Lecember 0B0GH Thus- unless extended 
or amended b’ the releyant authorities- the relief is not expected to be ayailable for tax 
periods commencing after Lecember 0B0GH

Participation exemption

The Corporate Tax Na. includes proyisions designed to preyent economic double taxation 
.ithin corporate groupsH Under the participation exemption- diyidends and certain capital 
gains deriyed from ”ualif’ing o.nership interests ma’ be exempt from corporate tax- 
subFect to o.nership- holding period and other statutor’ re”uirements being metH

Doreign permanent establishment exemption

Aligning the UAE regime .ith common international tax practice- resident persons ma’ 
elect to exclude provts attributable to a foreign permanent establishment from their UAE 
taxable incomeH Shere applicable- this election mitigates the risk of double taxation on 
foreignjsourced business provtsH

(usiness restructuring relief

The la. facilitates taxjneutral business reorganisations b’ allo.ing the transfer of assets 
or liabilities .ithin a group .ithout immediate tax conse”uences- proyided specived 
conditions are metH This relief supports commercial Iexibilit’ b’ ensuring that legitimate 
restructuring actiyities do not trigger unintended tax liabilitiesH

Tax grouping
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The regime permits UAE resident entities to form a tax group .here certain o.nership and 
control thresholds ' t’picall’ a minimum z%9 shareholding ' are satisvedH A tax group 
is treated as a single taxable person- enabling the consolidation of vnancial results- the 
utilisation of tax losses .ithin the group and the vling of a single tax returnH This enhances 
administratiye eKcienc’ and can improye oyerall tax outcomesH

Damil’ foundations and similar structures

:pecial proyisions appl’ to famil’ foundations- trusts and comparable arrangementsH 
:ubFect to meeting specived conditions and making the appropriate election- such entities 
ma’ be treated as taxjtransparent for corporate tax purposesR in effect- income is attributed 
directl’ to benevciaries or founders rather than being taxed at the leyel of the entit’ itselfH

Wyerall-  the UAE corporate tax s’stem reIects a  h’brid  approach1  it  introduces a 
broadjbased corporate tax regime .hile preserying targeted exemptions and incentiyes 
to maintain the countr’ws attractiyeness as a business hubH Entit’ classivcation and the 
ayailabilit’ of specivc reliefs therefore pla’ a central role in shaping both tax liabilit’ and 
planning considerationsH

Common ownership: group structures and 
intercompany transactions

The Corporate Tax Na. proyides a comprehensiye frame.ork goyerning the taxation of 
corporate groups and transactions bet.een related partiesH These rules inIuence ho. 
businesses structure o.nership- allocate provts and losses- and manage intrajgroup 
dealingsH

W.nership structure of related parties

A ke’ feature of the regime is the abilit’ for UAE resident entities to form a tax groupH Shere 
certain conditions are met )most notabl’ a minimum o.nership threshold of z%93- a parent 
compan’ and its subsidiaries ma’ be treated as a single taxable personH This allo.s for 
the consolidation of vnancial results- including the automatic offset of provts and losses 
across group members and the vling of a single tax return b’ the parent entit’H

“n addition to formal tax grouping- the la. also permits the transfer of tax losses bet.een 
commonl’ o.ned entities- proyided that a minimum o.nership threshold )generall’ 2%93 
and other conditions )such as alignment of vnancial ’ears and accounting standards3 are 
satisvedH These proyisions offer Iexibilit’ in managing groupj.ide tax positions and can 
reduce the oyerall tax burdenH

,o.eyer- not all entities are eligible to participate in these arrangementsH Dor example- 
entities benevting from preferential regimes )such as ;DOPs and certain exempt entities3 
are generall’ excluded from tax groupingH This creates a structural consideration for 
groups operating across both mainland and free qone Furisdictions- as the benevts of 
preferential tax treatment must be .eighed against the adyantages of consolidationH
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Tax grouping and loss sharing

The Corporate Tax Na. permits resident Furidical persons to form a tax groupH Under article 
7B of the Corporate Tax Na.- UAE resident entities ma’ form a tax group .here a parent 
entit’ holds at least z%9 o.nership in subsidiar’ entities )in addition to meeting other 
conditions3H

A tax group is treated as a single taxable person- allo.ing automatic consolidation 
of results- including utilisation of tax losses .ithin the groupH The parent compan’ is 
responsible for vling a consolidated corporate tax return on behalf of the groupH Under 
article 5€ of the Corporate Tax Na.- tax losses ma’ be transferred bet.een resident 
entities .here there is at least 2%9 common o.nership )direct or indirect3 and the entities 
meet other re”uirements )such as haying the same vnancial ’ear and appl’ing consistent 
accounting standards3H

Drom a tax planning perspectiye- tax grouping ma’ allo. corporate groups to offset provts 
and losses bet.een group members- .hich can reduce the oyerall tax liabilit’ of the groupH 
,o.eyer- certain entities )such as ;DOPs and Exempt Persons3 are not eligible to Foin a tax 
group- .hich ma’ inIuence structuring decisions .here groups operate both mainland and 
free qone entitiesH These principles are also discussed in the DTA8s Corporate Tax Vuide 
on Tax VroupsH

Tiered partnerships

The UAE regime also recognises unincorporated partnerships and similar arrangementsH 
As a general rule- such partnerships are treated as vscall’ transparent- meaning that 
income is not taxed at the partnership leyel but is instead attributed directl’ to the partnersH

,o.eyer- the la. proyides Iexibilit’ b’ allo.ing certain partnerships to elect to be treated 
as taxable personsH This introduces an element of choice in structuring Foint yentures- 
inyestment platforms and famil’ .ealth arrangementsH The abilit’ to s.itch bet.een 
transparent and opa”ue treatment can haye signivcant implications for tax liabilit’- 
reporting obligations and the timing of taxationH

This frame.ork is particularl’ releyant in tiered or multijleyel structures- .here the 
interaction bet.een different entit’ t’pes can affect ho. income Io.s through the 
structure and ho. it is ultimatel’ taxedH

Lomestic interjcompan’ transactions

Transactions bet.een related parties are subFect to a robust transfer pricing regime- .hich 
re”uires that all such dealings are conducted in accordance .ith the armws length principleH 
This means that the terms and pricing of interjcompan’ transactions ' .hether for goods- 
seryices- vnancing or intellectual propert’ ' must reIect those that .ould haye been 
agreed bet.een independent parties under comparable circumstancesH

This re”uirement introduces both constraints and planning considerationsH Wn the one 
hand- it limits the abilit’ of groups to shift provts through nonjcommercial pricingH Wn the 
other hand- it proyides a structured frame.ork .ithin .hich interjcompan’ arrangements 
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can  be  designed  )proyided  that  the’  are  properl’  documented  and  supported  b’ 
appropriate economic anal’sis3H

The la. also includes specivc proyisions affecting relatedjpart’ pa’mentsH Dor example- 
interest on certain intrajgroup loans ma’ be disallo.ed .here the underl’ing transaction 
is considered to lack commercial substance- particularl’ in cases inyolying internal e”uit’ 
fundingH

At the same time- the regime offers relief from economic double taxation through 
mechanisms such as the participation exemptionH Liyidends and certain gains deriyed 
from ”ualif’ing o.nership interests ma’ be exempt from corporate tax- subFect to meeting 
prescribed conditionsH This supports the use of UAE entities as holding companies and 
facilitates the eKcient moyement of provts .ithin corporate groupsH

Taken together- the UAEws approach to capitalisation and group structures reIects a 
balanced frame.ork combining clear limitations ' particularl’ in relation to interest 
deductibilit’ and transfer pricing ' .ith targeted Iexibilities such as tax grouping and 
participation exemptionsH Dor businesses- this underscores the importance of aligning 
legal structure- vnancing strateg’ and operational substance .ithin an integrated tax 
planning approachH

“nternational interjcompan’ transactions

Crossjborder interjcompan’ transactions under the UAE Corporate Tax regime are 
primaril’ goyerned b’ a combination of transfer pricing rules- participation exemptions- 
.ithholding tax proyisions and double tax treat’ interactionH Taken together- these rules are 
designed to ensure that provts are allocated in line .ith economic actiyit’ .hile limiting 
opportunities for artivcial base erosion or provt shifting to lo.jtax FurisdictionsH

At the core of the frame.ork is the principle that relatedjpart’ crossjborder transactions 
must reIect armws length pricing- supported b’ appropriate documentation and economic 
anal’sisH This acts as the primar’ limitation on shifting income or expenses bet.een 
Furisdictions- including bet.een highjtax and lo.jtax enyironmentsH

Entit’ Dorms

The Corporate Tax Na. applies to both Furidical persons )such as companies and other 
incorporated entities3 and to natural persons conducting businessH The concept of a 
Qtaxable personZ is fundamental and includes both resident and nonjresident personsH “n 
broad terms- the regime captures UAEjincorporated entities- foreign entities effectiyel’ 
managed and controlled .ithin the UAE- and nonjresident entities .ith suKcient nexus 
to the UAE )such as through a permanent establishment- UAEjsourced income or income 
deriyed from immoyable propert’ located in the UAE3H

4atural persons are brought .ithin the scope of corporate tax onl’ .here the’ conduct a 
licensed business or business actiyit’ in the UAE and exceed a specived turnoyer threshold 
)currentl’ /-BBB-BBB dirhams per annum3H Wutside of such actiyities- indiyiduals generall’ 
remain outside the scope of corporate taxationH

As a default- corporate tax is imposed at the leyel of the entit’ itselfR that is- companies 
are treated as separate taxable persons and their provts are taxed independentl’ of their 
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o.nersH This distinguishes the UAE s’stem from those that routinel’ permit QIo.jthroughZ 
or vscall’ transparent treatmentH “n the UAE- such transparenc’ is ayailable onl’ in limited 
and specivcall’ devned cases ' most notabl’ for unincorporated partnerships- certain 
famil’ foundations and trustjlike arrangements- .here income ma’ be treated as accruing 
directl’ to the underl’ing participants or benevciariesH

Lomestic income tax

The UAE corporate tax s’stem operates on a selfjassessment basisH Taxable persons are 
re”uired to assess their o.n tax liabilit’- vle annual tax returns and settle an’ tax due- 
generall’ .ithin nine months of the end of the releyant tax periodH

Dor domestic operations- ke’ considerations include the applicable tax rate )including 
eligibilit’ for preferential regimes such as the ;DOP frame.ork3- .hether the entit’ falls 
.ithin the scope of the la.- and .hether particular categories of income benevt from 
exemptions or reliefsH

Although the regime is broadjbased- it incorporates important features that reduce the 
effectiye tax burdenH (usiness expenses incurred .holl’ and exclusiyel’ for the purposes 
of the business are generall’ deductible- .hile certain categories of income ' such as 
”ualif’ing diyidends and capital gains ' ma’ be exempt under participation exemption 
rulesH “n addition- there is currentl’ no .ithholding tax on domestic pa’ments- further 
simplif’ing internal transactions .ithin the UAEH

“nternational tax

“n crossjborder contexts- the UAE corporate tax regime is primaril’ structured around the 
concepts of tax residence and permanent establishmentH

“n principle- UAE resident entities are subFect to tax on their .orld.ide income- including 
foreignjsource incomeH ,o.eyer- this is mitigated b’ a number of ke’ relief proyisionsH 
These include the participation exemption for diyidends and gains from ”ualif’ing 
foreign shareholdings- the option to exempt provts attributable to foreign permanent 
establishments- and the ayailabilit’ of foreign tax credits to relieye double taxation on 
oyerseas incomeH

Dor nonjresident entities-  the regime applies .here there is a suKcient economic 
connection to the UAEH This includes situations .here a permanent establishment is 
created- t’picall’ re”uiring a degree of ph’sical or economic presence such as a vxed place 
of business or dependent agent actiyitiesH The assessment of permanent establishment 
status is particularl’ releyant in regional operating models inyolying shortjterm proFects- 
secondments or onjthejground support actiyities- .here unintended tax exposure ma’ 
ariseH

The UAEws extensiye net.ork of double taxation agreements further shapes international 
tax outcomesH These agreements ma’ oyerride domestic rules in determining tax 
residence- allocating taxing rights and preyenting double taxationH Accordingl’- entit’ 
structuring decisions are often closel’ linked .ith treat’ access and the location of 
management and controlH

Actiyities and tax incentiyes
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The UAE corporate tax regime incorporates targeted incentiyes designed to support 
specivc actiyities and sectorsH The most prominent of these is the regime applicable 
to ;DOPs- .hich offers a B9 corporate tax rate on ”ualif’ing income- subFect to strict 
conditions relating to substance- income classivcation and complianceH

The re”uirement to maintain ade”uate economic substance through personnel- assets 
and operational actiyit’ .ithin the free qone is a ke’ practical driyer of entit’ selectionH 
(usinesses must ensure that core incomejgenerating actiyities are genuinel’ conducted 
.ithin the releyant Furisdiction- although certain outsourcing arrangements ma’ be 
permitted .here properl’ structured and superyisedH

“n addition- the regime proyides fayourable treatment for personal inyestment and real 
estate income earned b’ natural persons- subFect to conditionsH Damil’ foundations and 
similar structures ma’ also benevt from taxjtransparent treatment .here the’ are used for 
.ealth management purposes and do not engage in actiye business operationsH

Wyerall- the UAE approach to entit’ forms reIects a balance bet.een simplicit’ and 
targeted Iexibilit’H Shile the s’stem generall’ adheres to entit’jleyel taxation- the 
ayailabilit’ of specivc exemptions- reliefs and preferential regimes means that careful 
consideration of legal form remains a critical aspect of effectiye tax planningH

Capitalisation re”uirements

The  UAE  corporate  tax  regime  approaches  capitalisation  from  a  substance  and 
earningsjbased perspectiye- rather than through traditional Qthin capitalisationZ rulesH 
Unlike Furisdictions that impose vxed debtjtoje”uit’ ratios- the UAE instead limits the tax 
deductibilit’ of interest through a structured interest limitation frame.orkH This reIects an 
alignment .ith internationall’ accepted standards .hile preserying a degree of Iexibilit’ 
in ho. businesses fund their operationsH

At the core of this frame.ork is the restriction on excessiye net interest expenditureH Under 
the Corporate Tax Na.- interest is generall’ deductible onl’ up to 5B9 of a taxable personws 
earnings before interest- tax- depreciation and amortisation )E(“TLA3- subFect to certain 
thresholds and exclusionsH This rule applies to both thirdjpart’ and relatedjpart’ debt- 
making it a central consideration in determining the appropriate balance bet.een e”uit’ 
and debt vnancingH

Drom a planning perspectiye- this shifts the focus from formal capital ratios to the 
economic capacit’ of the business to support interest deductionsH Entities .ith higher 
leyerage relatiye to their earnings ma’ vnd that a portion of their interest expense is 
disallo.ed in the current periodH ,o.eyer- such disallo.ed amounts are not permanentl’ 
lostR the’ ma’ be carried for.ard and deducted in future periods- subFect to applicable 
conditionsH

“n  addition to this  general  limitation-  the regime includes targeted antijayoidance 
proyisions aimed at intrajgroup vnancing arrangementsH “n particular- interest deductions 
ma’ be denied .here relatedjpart’ loans are used to fund certain e”uit’ transactions- such 
as diyidend distributions- capital reductions or the ac”uisition of o.nership interests .ithin 
the same groupH These rules are designed to preyent the artivcial creation of deductible 
interest through internal vnancing structures that do not reIect genuine economic actiyit’H
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“t is also important to note that all interest deductions remain subFect to the oyerarching 
principle that expenses must be incurred .holl’ and exclusiyel’ for the purposes of the 
businessH As such- the deductibilit’ of interest is assessed not onl’ against ”uantitatiye 
limits but also against the broader re”uirement of commercial FustivcationH

These capitalisation rules interact closel’ .ith other elements of the UAE tax frame.orkH 
Dor example- businesses operating through free qone entities must also consider the 
implications of maintaining ”ualif’ing status- including compliance .ith transfer pricing 
re”uirements and substance rulesH As a result- vnancing decisions ' particularl’ those 
inyolying treasur’ and intrajgroup funding ' re”uire a coordinated approach that takes into 
account the groupws oyerall UAE structureH

Third-party transactions

Transactions .ith third parties generall’ offer greater Iexibilit’ than relatedjpart’ 
arrangements- though the’ remain subFect to the general rules goyerning taxable income- 
exemptions and reliefsH

Under article 0B of the Corporate Tax Na.- taxable income is based on accounting provt- 
subFect to statutor’ adFustmentsH As a result- gains from asset or share disposals are 
generall’ taxable unless a specivc exemption appliesH

Drom a planning perspectiye- thirdjpart’ transactions are often structured .ith a focus 
on participation exemptions- restructuring reliefs- and timing considerations around 
recognition of gains and lossesH

:ales of shares or assets for cash

Shere shares or assets are sold for cash- an’ resulting gain is t’picall’ included in taxable 
income- unless exemptH

“n this context- the most signivcant relief is the participation exemption under Article 
05H Shere certain conditions are satisved )including o.nership thresholds and ”ualif’ing 
asset re”uirements3- diyidends and capital gains from ”ualif’ing shareholdings are exempt 
from corporate taxH This is particularl’ releyant for group structuring and holding compan’ 
Furisdictions .ithin the UAEH

Shere the exemption does not appl’- gains are taxable and losses ma’ be recognised- 
subFect to the general rules on tax loss utilisation and carr’jfor.ard under Article 52H 
This introduces planning considerations around timing of disposals and structuring of 
shareholdings to meet exemption thresholdsH

Unlike some Furisdictions- the UAE does not proyide broad rolloyer or reinyestment relief 
for sharejforjshare or assetjforjasset exchanges in the absence of specivc restructuring 
proyisionsH

Taxjfree or taxjdeferred transactions
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The Corporate Tax Na. proyides targeted reliefs for certain restructuring transactionsH 
These  reliefs  allo.  businesses  to  reorganise  .ithout  triggering  immediate  tax 
conse”uencesH

Under Article 02- business restructuring relief ma’ appl’ .here a business or independent 
part of a business is transferred in exchange for shares or similar o.nership interestsH 
Shere certain conditions are met- the transfer ma’ occur at net book yalue- .ith no 
immediate gain or loss recognitionH “n addition- Article 0G allo.s certain intrajgroup 
transfers of assets or liabilities to occur on a taxjneutral basis- proyided continuit’ of 
o.nership and other statutor’ conditions are satisvedH These proyisions are particularl’ 
releyant in mergers- internal reorganisations and demergerjt’pe transactions- .here 
commercial obFectiyes re”uire structural change .ithout immediate tax costH

Ni”uidation scenarios generall’ re”uire careful se”uencingH Shile li”uidation ma’ trigger 
taxable gains-  prejli”uidation restructuring .ithin a group ma’ allo. assets to be 
transferred taxjneutrall’ before .inding up- subFect to compliance .ith applicable relief 
conditionsH

“nternational considerations

“n crossjborder thirdjpart’ transactions- the interaction bet.een participation exemptions- 
foreign permanent establishment rules and treat’ relief can signivcantl’ affect the net tax 
outcome of disposals and income Io.sH

The participation exemption often pla’s a central role in enabling taxjeKcient repatriation 
of  provts  from  foreign  inyestmentsH  :imilarl’-  foreign  permanent  establishment 
exemptions ).here elected3 ma’ exclude branch provts from UAE taxation- although this 
ma’ also limit the use of foreign lossesH

Although .ithholding tax is currentl’ set at B9- the statutor’ frame.ork under Article 7% 
remains releyant as a structural feature of the regime- and ma’ inIuence future polic’ 
Iexibilit’H

A further deyelopment in the international tax landscape is the introduction of the 
Lomestic 6inimum TopjUp Tax )L6TT3 under Cabinet –esolution 4oH /70 of 0B07H 
Applicable to large multinational groups .ith consolidated reyenues exceeding J2%B 
million- L6TT ensures that a minimum effectiye tax rate of /%9 is achieyed in the UAE- 
.here applicable- aligning the Furisdiction .ith global minimum tax standards under the 
WECL Pillar T.o frame.orkH

Indirect taxes

Alongside the federal corporate tax regime- the UAE operates a .elljestablished s’stem 
of indirect taxation that is administered b’ the DTAH These taxes pla’ a signivcant role 
in the oyerall vscal frame.ork- and are particularl’ releyant for multinational businesses 
operating across consumerjfacing and suppl’ chain actiyitiesH

The most important indirect tax in the UAE is yalue added tax )"AT3- introduced under 
Dederal LecreejNa. 4oH € of 0B/2H "AT applies broadl’ to the suppl’ of goods and seryices 
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.ithin the UAE- at a standard rate of %9H ,o.eyer- the s’stem incorporates a number of 
structural distinctions that affect planning and complianceH Certain supplies are qerojrated 
)such as exports- international transport- and selected education and healthcare seryices3- 
.hile others are exempt )including specivc vnancial seryices and residential leasing3H

"AT registration is mandator’ .here a businessws taxable supplies and imports exceed 
52%-BBB dirhams oyer a rolling /0jmonth period )or are expected to exceed this threshold 
.ithin 5B da’s3H Wnce registered- businesses are re”uired to compl’ .ith ongoing vling- 
inyoicing and pa’ment obligations in accordance .ith "AT legislation and detailed DTA 
guidanceH

“n addition to "AT- the UAE imposes excise tax under Dederal LecreejNa. 4oH 2 of 0B/2H 
This tax applies to specivc categories of goods considered harmful to public health or 
the enyironment- including tobacco products- carbonated drinks and energ’ drinksH Excise 
tax is t’picall’ leyied at the point of import or manufacture- and is designed to inIuence 
consumption behayiour rather than to serye as a broadjbased reyenue instrumentH

Drom a planning perspectiye- multinational groups operating in the UAE generall’ focus 
on suppl’ chain positioning- placejofjsuppl’ rules and "AT grouping considerationsH 
The correct classivcation of supplies )standardjrated- qerojrated or exempt3 is often 
a  ke’  determinant  of  recoyerable  input  "AT-  making  operational  structuring  and 
inyoicing practices critical to tax eKcienc’H “n excise contexts- compliance is more 
transactionjspecivc- focusing on product classivcation and importation pointsH

International developments and local responses

The UAEws modern tax frame.ork has deyeloped in close alignment .ith international tax 
polic’ trends- particularl’ those driyen b’ the WECL@V0B (EP: proFectH The introduction 
of the Corporate Tax Na. itself reIects a structural shift to.ards globall’ consistent tax 
standards- including transparenc’- substance and antijayoidance principlesH

:eyeral core elements of the UAE regime directl’ mirror (EP: recommendationsH Transfer 
pricing rules under Article 57 re”uire all relatedjpart’ transactions to follo. the armws length 
principle- ensuring that provts are aligned .ith economic actiyit’ rather than contractual 
allocationH These rules are supported b’ detailed guidance from the DTA- including 
documentation standards and accepted pricing methodologiesH :imilarl’- the introduction 
of tax grouping rules under Article 7B and participation exemptions under Article 
05 reIects internationall’ recognised approaches to preyenting double taxation .ithin 
corporate structuresH These mechanisms are intended to allo. economic integration of 
corporate groups .hile preserying tax neutralit’ for ”ualif’ing intrajgroup Io.sH

WECLjV0B (EP: initiatiye

The UAE has taken a series of coordinated steps in response to the (EP: agenda- focusing 
on transparenc’- substance and alignment .ith global minimum standardsH

A central deyelopment is the incorporation of WECLjaligned transfer pricing rules .ithin 
the Corporate Tax Na.H These rules re”uire taxpa’ers to maintain contemporaneous 
documentation and to ensure that crossjborder and domestic relatedjpart’ transactions 
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reIect  market  conditionsH  The  DTAws  Transfer  Pricing  Vuide  proyides  additional 
administratiye detail- including expectations around master vle and local vle preparation 
for larger groupsH

“n addition- the UAE has implemented complementar’ transparenc’ measures be’ond 
corporate taxationH These include countr’jb’jcountr’ reporting obligations for large 
multinational groups under Cabinet Lecision 4oH 77 of 0B0B- as .ell as economic 
substance re”uirements under Cabinet –esolution 4oH %2 of 0B0BH These frame.orks 
re”uire entities engaged in specived actiyities to demonstrate real economic presence in 
the UAE- reinforcing substancejbased taxation principlesH

Another maFor deyelopment is the introduction of the L6TT under Cabinet –esolution 
4oH /70 of 0B07- effectiye for vnancial ’ears beginning on or after / Qanuar’ 0B0%H As 
noted aboye )see RThirdjpart’ transactionsR3- this measure applies to large multinational 
enterprise groups .ith consolidated global reyenues exceeding J2%B million- ensuring that 
a minimum effectiye tax rate of /%9 is achieyed in the UAE- consistent .ith WECL Pillar 
T.o rulesH

Taken together- these deyelopments indicate a continued traFector’ to.ards integration 
.ith global minimum tax and transparenc’ standards .hile maintaining the UAEws 
competitiyeness as an inyestment FurisdictionH

Tax treaties

The UAE maintains an extensiye and expanding net.ork of Louble Taxation Ayoidance 
Agreements )amounting to /7B as of 6a’ 0B0G3- .hich forms a critical component of its 
international tax architectureH These treaties are designed to eliminate double taxation- 
reduce .ithholding tax burdens in treat’ partner Furisdictions and proyide certaint’ in 
crossjborder inyestment structuringH

UAE tax treaties t’picall’ include proyisions addressing reduced .ithholding tax rates on 
diyidends- interest and ro’alties- subFect to treat’ conditions and benevcial o.nership 
re”uirementsH This makes treat’ access particularl’ releyant for structures inyolying 
UAEjbased holding companies- vnancing platforms and regional head”uartersH

“n addition to .ithholding tax relief-  UAE treaties commonl’ devne the concept of 
permanent establishment- allocate taxing rights bet.een Furisdictions and include mutual 
agreement procedures to resolye crossjborder tax disputesH These proyisions pla’ an 
important role in managing Furisdictional oyerlap and reducing double taxation riskH

The UAE is also a signator’ to the WECL 6ultilateral “nstrument- .hich modives existing 
treaties to implement (EP:jrelated measures- including antijtreat’ abuse proyisions and 
enhanced dispute resolution mechanismsH This ensures that the treat’ net.ork continues 
to eyolye in line .ith international standardsH

Year in review

The past ’ear in UAE corporate tax practice has been devned less b’ Fudicial precedent 
and more b’ regulator’ consolidationH As the Corporate Tax Na. moyes from introduction 
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to operationalisation- the DTA has issued extensiye administratiye guidance to clarif’ ho. 
the frame.ork applies in practiceH Accordingl’- deyelopments in tax planning haye largel’ 
centred on interpretation- compliance alignment and the practical application of ke’ reliefs- 
rather than litigation outcomesH

Wne of the most signivcant areas of focus has been the continued application of the 
participation exemption under article 05 of the Corporate Tax Na.H This exemption- .hich 
remoyes ”ualif’ing diyidends and capital gains arising from substantial shareholdings 
from taxation- has become a cornerstone of holding compan’ structuring in the UAEH 
“n practice- it has reinforced the Furisdictionws role as a regional inyestment hub- .ith 
multinational groups increasingl’ aligning their o.nership structures to ensure that 
”ualif’ing thresholds )such as o.nership percentage- holding period and ”ualif’ing asset 
status3 are metH

A second maFor deyelopment has been the operationalisation of the transfer pricing regime 
under Article 57H The re”uirement that all relatedjpart’ and connectedjperson transactions 
be conducted on an armws length basis has signivcantl’ reshaped intrajgroup structuringH 
The DTAws Transfer Pricing Vuide has clarived expectations around documentation 
standards- including master vle and local vle re”uirements- as .ell as the application 
of  WECLjaligned methodologiesH  “n practice-  this has led to increased scrutin’ of 
interjcompan’ vnancing- management seryices and intellectual propert’ arrangements- 
.ith taxpa’ers re”uired to substantiate pricing .ith contemporaneous benchmarking 
anal’sisH

A third area of practical signivcance has been the ;DOP regimeH Dree qone entities seeking 
to benevt from the B9 corporate tax rate on ”ualif’ing income haye had to carefull’ 
assess compliance .ith substance re”uirements- ”ualif’ing actiyit’ classivcations and de 
minimis thresholdsH The DTAws guidance has made clear that the ayailabilit’ of preferential 
treatment is conditional upon meeting periodic compliance obligations and transfer 
pricing alignmentH

Perceiyed abuses

As the regime has matured- the UAE has also introduced a structured antijayoidance 
architecture that aims to preyent the misuse of reliefs and ensure alignment .ith the 
Corporate Tax Na.8s polic’ intentH

At the centre of this frame.ork is the Veneral AntijAbuse –ule )VAA–3 under Article 
%BH This proyision empo.ers the DTA to disregard or recharacterise arrangements 
.here obtaining a corporate tax adyantage is one of the principal purposes- and .here 
such arrangements are inconsistent .ith the obFect and purpose of the legislationH “n 
practice- this seryes as a broad safeguard against artivcial structuring- particularl’ in 
cases inyolying circular transactions- artivcial intermediation or arrangements lacking 
commercial substanceH

Complementing the VAA– are specivc antijayoidance rules embedded throughout the la.H 
Transfer pricing rules under Article 57 ensure that intrajgroup pricing does not result in 
provt shifting to lo.jtax entities or FurisdictionsH These rules are supported b’ detailed 
DTA guidance that emphasises substance- functional anal’sis and documentation as core 
compliance re”uirementsH
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“n addition- Article 5B introduces a general interest limitation rule that restricts the 
deductibilit’ of net interest expenditure aboye specived thresholdsH This proyision directl’ 
addresses leyeraged structures that ma’ other.ise be used to erode the UAE tax base 
through excessiye intrajgroup vnancingH

Enforcement is further supported b’ the administratiye penalt’ frame.ork under Cabinet 
Lecision 4oH 2% of 0B05- .hich imposes penalties for failures such as late registration- 
nonjcompliance .ith vling obligations and submission of  inaccurate informationH 
Collectiyel’- these measures reIect a compliance enyironment that is increasingl’ 
structured- formalised and enforcementjdriyenH

The introduction of the UAE Corporate Tax regime has been accompanied b’ the creation 
of a robust antijayoidance frame.ork designed to ensure that the s’stem operates in line 
.ith its underl’ing polic’ obFectiyesH –ather than responding to specivc legac’ abuses- the 
legislatiye approach has been to embed broad and targeted safeguards from the outset- 
to preyent structures that seek to obtain unintended tax adyantagesH

–ecent successful taxjeKcient transactions

As the UAE Corporate Tax regime is still in its earl’ stages of implementation- there 
is currentl’ limited Fudicial or administratiye precedent on structured tax planning 
arrangementsH The frame.ork is therefore still eyolying through legislatiye revnement- DTA 
guidance and emerging compliance practice- rather than through case la.H

Sithin this deyeloping enyironment- seyeral statutor’ reliefs haye become central to 
legitimate taxjeKcient structuringH These include business restructuring relief under 
Article 02- .hich permits taxjneutral transfers of businesses or parts of businesses .here 
specived conditions are metR the participation exemption under Article 05- .hich exempts 
”ualif’ing diyidends and capital gains from taxationR and the ;DOP regime- .hich proyides 
a B9 tax rate on ”ualif’ing income .here strict conditions relating to substance- actiyit’ 
classivcation and compliance are satisvedH

“n practice- these mechanisms are increasingl’ being used in structuring regional holding 
platforms- internal reorganisations and free qonejbased operating modelsH ,o.eyer- 
their application is highl’ conditional- particularl’ in relation to ongoing compliance .ith 
substance re”uirements and transfer pricing obligationsH

Viyen the absence of a deyeloped bod’ of case la.- there remains uncertaint’ in 
a number of areasH “nterpretatiye deyelopment is expected oyer time- particularl’ in 
relation to the boundaries of free qone ”ualif’ing income )including potential QtaintingZ 
issues3- the application of participation exemption thresholds in complex group structures- 
the interaction bet.een interest limitation rules and intrajgroup vnancing- and the 
classivcation of transactions as capital yersus reyenue in natureH

Special considerations

Drom a practical perspectiye- one of the most signivcant deyelopments in the UAE 
corporate tax enyironment is the increasing importance of the compliance infrastructureH 
The DTA is placing more and more emphasis on documentation ”ualit’- disclosure 
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accurac’ and audit readinessH This is particularl’ eyident in areas such as transfer 
pricing- free qone eligibilit’ and the application of exemptions- .here outcomes are highl’ 
dependent on eyidentiar’ supportH

Unlike more mature tax Furisdictions- the UAE currentl’ has limited Fudicial precedentH As a 
result- taxpa’ers must rel’ heayil’ on statutor’ interpretation and administratiye guidance 
issued b’ the DTA- necessitating proactiye compliance management and conseryatiye 
structuring in areas of ambiguit’H

An additional practical consideration is the interaction bet.een corporate tax and "ATH 
Shile the t.o regimes operate independentl’- certain transactions ma’ produce diyergent 
tax outcomesH Dor example- a transaction ma’ be neutral or exempt for corporate tax 
purposes but still giye rise to "AT liabilities )or yice yersa3- particularl’ in sectors such 
as real estate- vnancial seryices and intrajgroup seryice arrangementsH This necessitates 
integrated tax planning across both regimes- rather than siloed anal’sisH

Outlook and conclusions

The introduction of the UAE Corporate Tax Na. marks a structural shift in the countr’ws 
vscal frame.ork- bringing it into closer alignment .ith international tax standards .hile 
preserying its position as a competitiye inyestment FurisdictionH

:ince its implementation- the regime has been progressiyel’ revned through cabinet 
decisions- ministerial decisions and detailed DTA guidanceH This incremental deyelopment 
reIects the relatiye noyelt’ of the s’stem and the intention to allo. practical application 
to eyolye alongside administratiye experienceH

Nooking ahead- businesses are expected to continue adFusting their legal structures- 
vnancing arrangements and crossjborder operations to ensure alignment .ith both 
the letter and the eyolying interpretation of the Corporate Tax Na.H Transfer pricing 
compliance- free qone substance and ”ualivcation re”uirements- and the interaction 
bet.een domestic reliefs and international tax rules are likel’ to remain ke’ areas of focusH

Wyerall- the UAE corporate tax frame.ork is characterised b’ a deliberate balance bet.een 
a modern and internationall’ aligned tax s’stem- along .ith a continued emphasis on 
economic competitiyeness- inyestment attraction and regulator’ clarit’ as the regime 
maturesH
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