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our Videos/ Webinars On

CORPORATE TAX

MICS

Comprehensive Financial Services

¢ Part 1 - Taxable Persons & Basis of Taxation
https://youtu.be/Tp9fKHQATNS

¢ Part 2 - Exempt Persons & Free Zone Persons
https://youtu.be/I7-BpTYJLSE

¢ Part 3 - Calculation of Taxable Income
https://youtu.be/HKhC30Wzq44

¢ Part 4 - Transfer & Set Off of Losses and Calculation of Corporate Tax Liability
https://youtu.be/qcZg5wDMS5FE

¢ Part 5 - Groups & Tax Groups
https://youtu.be/f4rJmRSIWEQ

¢ UAE Corporate Tax Simplified (Public Consultation Document)
https://youtu.be/O5KdVbETdo4

¢ SMEsouk presents Webinar on Corporate Tax
https://youtu.be/8C9Ta0hpOkQ

¢ UAE CT Law Simplified (Federal Decree Law)
https://youtu.be/IGABzmHg64c

¢ UAE CT Law : Revaluation of Assets & Liabilities
https://youtu.be/zQL2dsK-IFc
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our Webinars/Seminars/Staff Training

MICS

Comprehensive Financial Services

19 MAY, 2022 23 JUNE, 2022 19 DEC,2022 =~ 25 MAY, 2023
Understanding Public Understanding UAE CT Law Unravelling

Consultation UAE CT Simplified (Federal UAE CT
Document with SMEsouk Decree Law)

14 JUNE, 2023 21 JUNE, 2023 10 AUG, 2023

Seminar at Dubai with UAE CT:
Taxability of Free ICAI Dubai Chapter/ Simplifying freezone
Zone Entities Khaleej Times taxation
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our Webinars/Seminars/Staff Training

1 o,

P |

17 AUG, 2023~ * 26 AUG, 2023

UAE CT: Seminar at Abu Dhabi
"Revaluation of withICAI Dubai

Assets/Liabilities’ ChGpT'E?r/ Khaleej
imes

14 SEPT, 2023 = 15 SEPT, 2023

Decoding UAE CT In Staff Training for
partnership with Tally real estate
Solutions industry

MICS

Comprehensive Financial Services

31 AUG, 2023 12 SEPT, 2023

UAE CT: Investment Staff Training for
Fund & Fund Manager Shipping industry
Taxtation

J RAKBANK

27 SEPT, 2023

Simplify UAE CT In
association with Dubai
eye & EY
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UAE CT Opinion articles in

MICS

Comprehensive Financial Services

leading newspapers

@ Imact of corporate tax on real estate investors in the UAE
www.khaleejtimes.com/business/impact-of-corporate-tax-on-real-estate-investors-in-the-uae

R oItPE] Impact of corporate tax on Investment funds investment managers and investors

www.khaleejtimes.com/business/impact-of-corporate-tax-on-investment-funds-investment-managers-and-investors

@:E Impact of corporate tax on freezone entity
www.khaleejtimes.com/business/uae-impact-of-corporate-tax-on-free-zone-entities
m Impact of corporate tax on manufacturing companies
www.khaleejtimes.com/business/impact-of-corporate-tax-on-manufacturing-companies
Exempt Income
E https://www.khaleejtimes.com/business/exempt-income-provisions-under-uae-corporate-tax

m Tax Groups
www.khaleejtimes.com/business/impact-of-corporate-tax-on-real-estate-investors-in-the-uae




UAE CT Opinion articles in

MICS

Comprehensive Financial Services

m Transfer Pricing and arms Length Principle,Documentation
www.khaleejtimes.com/business/navigating-global-business-the-art-of-transfer-pricing-and-the-arms-length-principle

m Commodity traders in UAE
www.khaleejtimes.com/business/exciting-news-for-commodity-traders-in-the-uae-on-corporate-taxation

m UAE's single-digit corporate tax regime: Redefining global standards for fiscal efficiency
W

ww.khaleejtimes.com/business/uaes-single-digit-corporate-tax-regime-redefining-global-standards-for-fiscal-efficiency

leading newspapers

[[eBp=YeA0PK] MNE Taxation

www.khaleejtimes.com/business/beyond-borders-unpacking-the-impact-of-corporate-tax-on-multinationals-in-the-uae

|[EIETplepk] Accounting standards

www.khaleejtimes.com/business/decoding-accounting-standards-insights-for-modern-businesses g =
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In this Webinar We will understand about

Natural Person: Definition _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 9

Residence Condition for a Natural Person _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 10
Taxable Income For a Natural Person _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 12
Exclusions from Taxable Income _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 18
Corporate TaxRate _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 21
Strictly Private & Confidential _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 22
Related and Connected Person _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 24
Compliance Requirements for Natural Person _ . _ _ _ _ _ _ _ _ _ _ _ 27

General examples on taxability on Natural Person



Natural Person: Definition

Natural Persons

Living Human whether For Minors and Incapacitated:
resident in UAE or elsewhere Via Legal Representative

Strictly Private & Confidential 9




Residential Condition

Residence
In UAE Outside UAE
Conducts
Business DTA Invoked DTA not

Activities invoked

Considered as
aresident &
taxable person

Resident
in UAE

Non resident

if DTA states so

Strictly Private & Confidential
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Considerations

Conducts Business Activities in UAE

Turnover exceeds AED 1 Million in a
Gregorian Calendar Year

Wage, Personal Investment Income,

and Real Estate Investment not
considered

10




Example:

MICS

Comprehensive Financial Services

A natural Person working from UAE

Visits UAE

Setups Jewelry workshop

Earned AED 1,700,000

:

« Business or Business activity conducted, Considered Resident.
« Turnover > AED 1 million

Hence, he is taxable.

/
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Taxable Income for

MICS

Comprehensive Financial Services

Natural Person

Business Income Turnover

Income from Business Exceeds
Activities in UAE AED 1 Million

State Sourced
Income

UAE Resident
UAE PE of a non
resident

Excludes

Wages

Personal
Investment Income
Real Estate

Activities/Business

in UAE Investment

Income

Taxable
Income

Strictly Private & Confidential 12




MICS

Comprehensive Financial Services

State Soured Income

Contracts Property/

... performed or Intellectual
utilized in UAE benefitted in UAE property in UAE

Disposal of shares Interest/Insurance
of resident person [reinsurance if

Goods/service

Asset holding in
UAE

It is of a resident
person

Activity is
conducted in UAE

Strictly Private & Confidential 13



Business or Business Activities

MICS

Comprehensive Financial Services

. Sofar it relates to
- Income derived from ) e
Business Income e  DUSiNess activities

and outside UAE i
conducted in UAE

Person who
contributed are
managed, working,or
residents of UAE

Contracting or
Business Activity business development
conducted in UAE was conducted from

UAE

Assets that contributed
are in UAE

Strictly Private & Confidential 14



Example : Self Employed,

MICS

Comprehensive Financial Services

providing consultancy services

Earns AED 1,200,000

Consultancy Services

Total Turnover: AED 1,200,000
Net Profit: AED 900,000

« Business or Business activity conducted, Considered Resident.
« Turnover > AED 1 million

Hence, Subjected to Corporate Tax.
Tax Calculation: Net Profit: AED 900,000
0% Rate - First AED 375,000.

* 9% Rate — Rest AED 525,000.

/

Strictly Private & Confidential
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MICS

Comprehensive Financial Services

Calculation of Turnover

Gross income
from Business
Activities

Excludes Wages,
Personal Investment,
and Real Estate
Income

Conducted
during a
calendar Year

Turnover
Calculation

Income from sole

Cash Basis proprietorships

allowed if opted and all other
by taxpayer Business Included

Measured on
Accrual basis

Strictly Private & Confidential 16



Example: Natural person conducting

MICS

Comprehensive Financial Services

business overseas with business
activity in the UAE.

AED 950,000

Company A

N.Pis an Architect and earns
income by Providing
Architectural services.

Natural Person

« Income Earned in:;
Country A : AED 950,000.
UAE: AED 100,000

As it is Business or Business activity, Considered Resident.
« Total Turnover > AED 1 million but Turnover from BA < AED 1 million /

Hence, he is not subjected to tax.

17
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Exclusions from Taxable Income

Taxable Income
Exclusions

Personal Investment
Income

Benefit or
Compensation of any
kind from Employer

Fees or other similar
payments from joint
stock company in
capacity as director

Income from
investment activity In

MICS

Comprehensive Financial Services

Only if Does not
require License
from a licensing

personal capacity

Real Estate
Investment
Income

Income from Selling,
Leasing, Renting of
Land or Real Estate

Authority

Property

Strictly Private & Confidential
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Example:

MICS

Comprehensive Financial Services

Natural Person Selling artwork

|\\

.
AR

*«3‘:

r‘ Observes the price of artwork is increasing

Buys Artworks and set up as office at home

Natural Person

« Income Earned in: AED 5,000,000.

« Business or Business activity conducted.

« Total Turnover > AED 1 million within Gregorian
Calendar year

Hence, he is subjected to tax. /

19
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Example: Natural person earning income

MICS

from sales of goods and wage.

Salary + Bonus (AED 450,000) |
Company A

Comprehensive Financial Services

N.P is from UAE. He works at a
company and bakes cupcakes.

Natural Person

Customers

* Income Earned
-« By Wage: AED 300,000 + 150,000 bonus = AED 450,000(Not Taxable)

« Total Turnover: 1,350,000 > AED 1 million but Turnover from B.A is 900,000 < AED 1 million.

Hence, he is not subjected to tax.

« By Selling Cupcakes: AED 900,000, As it is Business or Business activity, Considered Resident.

/

20

Strictly Private & Confidential
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Comprehensive Financial Services

The Corporate Tax Rate

Taxable Persons

Annual Taxable
Income

Qualifying Free
Zone Persons

Above
AED
375000

Up to
AED
375000

Qualifying Taxable
Income Income
Taxable

Strictly Private & Confidential 21



Small Business Relief
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(Ministerial Decision 73/2023)

Revenue
< AED 3,000,000

(Relevant & previous
tax periods)

Not applicable to FY from

1st June, 2023 to

Enterprises Group. 31st December, 2026

( Group t/o >3.15 Bn AED)
A Qualifying Free Zone
Person.

Member of a Multinational

Strictly Private & Confidential 22




Deductible &
Non Deductible Expenses

MICS

Comprehensive Financial Services

Non Deductible
Expenses

Deductible
Expenses

Incurred wholly &
exclusively for business
& not capital in nature

- Not incurred for

Business

- Incurred in deriving

Exempt Income

- Losses not connected

with Primary business

*If Expenditure incurred for both Personal
& Business then apportioned accordingly

Strictly Private & Confidential

- Donations, Grants, Gifts to

non Public entity

- Fines, Penalties, other

than amounts paid for
breach of any contract

- Bribes orillicit payment
- Dividends, Profit

distributions

- Amounts withdrawn by

natural person from his
business or by partner of
Unincorporated
Partnership

- Corporate Tax paid
- Input VAT paid
- Tax imposed outside

state

50 % of Entertainment,
Amusement or recreational
Expenditure for any
customer, shareholders,
suppliers or other business
partner

(i.e. Meals, Accommodation,
Transportation, Admission
Fees, Facilities, etc.)

23
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Related Parties for Natural Persons

Natural Persons Juridical Persons

Considered Related if
relationship is within fourth
degree of Kinship or affiliation

O

Relationship is identified on 2 basis
- Based on Ownership
- Based on Control

O

Connected
Persons

Trusts &
Foundations

Partners

Partners in an
Unincorporated
Partnership.

Payments are
deductible only if
they conform arm'’s
length principle

O

Trustee, Founder,
Settlor or beneficiary

O

Strictly Private & Confidential 24




Mr. B and Mrs. C are related.

Mr. B and company X are related, as he
owns > 50%.

Mr. B and company Y are related, as he is

related to Mrs. C, and she has control > 50%
in company Y.

Mr. B and Company Y are related, as he is
related to Mrs. C. Company Y and Ms. C are
in same incorporated partnership.

Related Parties for Natural Persons

/

MICS

()

Mrs. C and company X are related, as she
is related to Mr. B, and he owns > 50% of
company X.

Mrs. C is related to Company Y, despite
owning only 20% of its shares, as she holds

more than 50% of the voting rights.

Ms. C and Company Z are Related Parties
as partners in Unincorporated Partnership
P, making Ms. C a Connected Person of
Company Z.

Comprehensive Financial Services
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Kinship and Affiliation

Husband and wife, Parents and children

Siblings, Grandparents, Grandchildren.

Great grand parents and children, uncles,
aunts, nieces and nephews.

Great-great-grand parents and children,
grand uncle and aunt, grand niece and
nephew, First cousin.

Strictly Private & Confidential 26



Compliances

Comprehensive Financial Services

Accounting standards &
Financial Statements

o o
Tax Registration Tax Deregistration

Registration Requirement:
Turnover > AED 1 million

If registered person opens
a new business, Same
number will be used.

If turnover doesn’t exceed
1 million in subsequent
year, deregistration Is not
permitted

« Cessation of business activity:

o

File an application with FTA within
3 months of cessation of all
activities.

If new activity is commenced in
same year of cessation,
application is suspended

« Death of a Taxable Person

o

Tax prior to death settled from
estate value before distribution.

If discovered post-distribution,
heirs settle outstanding tax based
on their respective shares.

Strictly Private & Confidential

SFS as per IFRS if Turnover
does not exceed AED 50
Million

Cash basis of accounting
if turnover does not
exceed AED 3 Million

Aggregation of all
business activities subject
to corporate tax.

Turnover exceeds AED 50
Million: prepare and
maintain audited
financial statements

Financial Year: Jan-Dec




Example: N.P receiving wage and

MICS

Comprehensive Financial Services

conducts B.A in the UAE

Tax Calculation:

¢ Turnover: 1,600,000 (freelance)
+2,000,000(selling phones in UAE &
Overseas) = AED 3,600,000

« Expense: 400,000(Freelance)+
1,400,000 (Selling phone) =
AED 1,800,000.

l
/:é Q
= « TaxIncome: 3,600,000-1,800,000 =
/]—I ' AED 1,800,000.
N

e Tax Rate: AED 375,000 *0% =0
AED 1,425,000* 9% = AED 128,250. /

Natural Person

Strictly Private & Confidential 28
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Contact Us

Sheetal Soni, CA, CFA Prateek Tosniwal, FCA Karishma B Suwarnakar, CA
Partner Partner Tax Manager
. +97152 8002110 S, +97158 578 9015 R +97156 687 5346
¥ sheetal.soni@micapitalservices.com ¥ prateek@micapitalservices.com ™« karishma@micapitalservices.com
- J \- J - J

The information provided in this corporate tax publication is intended for general informational purposes only and does not constitute professional
advice. While we strive to ensure the accuracy and currency of the content, we make no representations or warranties of any kind, express or
implied, regarding the completeness, suitability, or reliability of the information. Readers are advised to consult with qualified tax professionals for
personalized advice and to verify the applicability of the content to their specific circumstances. We disclaim all liability for any actions taken or not
taken based on the content of this publication.
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