MI EAPITAL 1MI-I\C):( Services #ltlelghnology Services

Comprehensive Financial Services An Initiative of MI CAPITAL Services An Initiative of MI CAPITAL Services

1l

i)
=

||I"f-

|
|

o2 B
|
R TR T
e A e sl

E
J Xt ? wl - L
. = . L 4
! i i‘h—l'"l u"_--z-.-. Camiriaran

UAE CORPORATE TAX
TAXABILITY OF FREE ZONE ENTITIES

Simplified for you
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The following corporate tax presentation is provided by a tax professional and is based on our
understanding of tax laws and regulations as of the knowledge cutoff date of May 2023. While we
strive to provide accurate and reliable information, we cannot guarantee the completeness or
accuracy of the content presented during this presentation. Tax laws can be complex and may vary
depending on the specific circumstances and jurisdiction. Therefore, it is essential to conduct
independent research and consult the relevant tax authorities to ensure that you have the most
current and accurate information. By participating in this presentation, you acknowledge and agree
that we shall not be held responsible for any errors, omissions, or damages arising from the use of
the information provided. We disclaim any liability for any actions taken or decisions made based on
the content of this presentation. The MoF (UAE) and the Federal Tax Authority are the official sources
of information on federal taxes in the UAE and should be relied upon.

Thank you for your understanding.
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Benefits Of Doing Business In Free Zone (FZ)

) 100% repatriation
Tax holidays - patrict!

of capital
15 to 50 years \ and pfofits
o
100% import & Independent
export tax Laws and
exemption (VAT)  \ Regulations
o ‘
Benefits

) . | Apply for Tax
1%0 /onFe(:;f\I'gn _/ \ Residency
w P Certificate
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Conditions To Be A Qualifying Free Zone Person

Maintains Adequate Substance

Derives Qualifying Income

Fails to meet any conditions

Not elected for Corporate Tax Ceases to be QFZP for relevant tax
period & 4 subsequent tax periods.

*De Minimis requirements satisfied
(Ministerial Decision -139/2023)

Mandatory Registration &
CT Return filing

Maintains Audited Financial Statements irrespective of the status

(Ministerial decision- 139/2023)

Complies with Transfer Pricing Rules
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Limitations on QFZP \\\\‘

Transfer of
Tax Losses

Mgmber of Small Business
Qualifying Group Relief

Business ombor of
Restructuring ember o
Relief Tax Group

what benfits
QFZP loses?

Strictly Private & Confidential
An Initiative of MI CAPITAL Services




Maintaining Adequate Substance

Core income
generating
activities

-----
-="
-
-

Cabinet Decision
No. 55/2023 - 5
Article 7 HHE
Adequate
Assets

A
" Adequate number

of qualified
employees

Adequate
operating
expenditure
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Activities can even be outsourced to
Related Party in a Free Zone or a
third party in a Free Zone (subject to
adequate supervision of outsourced

party by QFZP)

\_ ),
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*De Minimis Requirement

FZto Non-FZ -
Income derived Non-Qualifying Revenue
from QA that are
FZto FZ not excluded
, activities Other Income Lower of
All income on satisfaction of /\
except excluded *De Minimis

is beneficial ) Revenue 5,000,000
recipient .‘ | |
Needs clarity _' _
satisfied

~— v \x
Qualifying Income -0%, All Revenue
*Qualifying Income — 0%, Non qualifying Income — 9% standard CT Rate

Non qualifying Income — 9%

FZ- Free Zone, FZP- Free Zone Person, Ql- Qualifying Income, QA- Qualifying Activities
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Qualifying Activities

Distribution of :
Manufacturing/ Holding of Headquarter, Good/materials Reinsurance

Processing of Shares or other Treasury & in or from services subject

Good or Materials securities Financing Designated zone to regu!a’;]ory
services to for further oversight

Financing &

Fund Management, Ownership, Leasing of
Logistics Wealth & 'nvesstm?nt management & Aircrafts,
: Management Services . . . .
Services subject to regulatory opero.tlon of Including engines
oversight ships & rotable
Components
MIC
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Excluded Activities \\\\‘

Ownership
or exploitation of

Banking immovable property
Activities generthan
commercial property
located in
Free zone
Finance Ownership
Leasing Activities Excluded or exploitation
except provided Activities of Intellectual
to Related , property rights
parties /
Insurance Transactions
Activities except with Natural
Reinsurance Persons except -
activities

—

Fund Management, Wealth & Investment
Management Services

Ownership, Management & Operations of Ships
Financing & Leasing of Aircraft, including engines
& rotable components
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Qualifying/Excluded Activities

Excluded Qualifying

activities activities Description

Activities

Manufacturing and processing of

goods and material
Manufacturing and processing of

goods and material

Packaging of canned food

Production of smartphones

Insurance company transferring portion of its

) ) Regulated reinsurance
riskto anotherinsurance

Premiumsinsurance collection Insurance activities

Computer leasing Leasing activities

Aircraftleasing Leasing of aircrafts

Company X offer a financingservice toa Headquarter and financing service

company Y (related party) to related parties

Combanv X own a cobvriaht Ownership or exploitation of

pany pyrg intellectual property asset
Ownership and operations of ships
MIC
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Taxable income/ Qualifying income

Free Zones
meeting all
qualifying criteria

Taxable Income @

standard rate

Income
generated
l l 1 — 1 I 1
Free Zone Non Free Natural Domestic/ Commerc!al Non — . Any other
P Zone Person Foreian PE Property in Commercial source of
erson Person oreign FZ Property Income
All Income- Qualifying Taxable Taxable Qualifying Taxable Qualifying
CT @ 0% TiVEEen O (@ 0 Income Income @ I(r;comeo— Income @ Income (if
(except from e Qe S7ig except standard T @0% standard below De
excluded SEIIES Xz specific rate (from FZ) rate minimis
activities) from non .q.uallfylng qughfymg threshold)
activities) activities™
L y Taxable
\/ Income @
Excluded/ non qualifying standard
activities = Taxable rate (from
Income @ standard rate Non FZ)
MIC
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De Minimis Requirement Calculation

*De Minimis Requirement

1. Excluded activities (to

FZP & Non FZP)

Total Revenue

e . earned from
Non-Qualifying Revenue 2. Non Qualifying Activities = All Revenue
to Non FZP
Lower of
/\ p .
5% of Total . 0’;5%00 « Revenue from immovable property
Revenue i located in FZ from transactions with-
\ Y J |: Non FZP in respect to
- commercial property
satisfied Any person in respect of
immovable property that is not
\/ x commercial property
Qualifying Income -0% All Revenue » Revenue attributable to Domestic PE or
Non qualifying Income - 9% standard CT Rate Foreign PE of the QFZP
N J
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Income From Permanent Establishment \\\\‘

Free Zone

Domestic PE
(i.e. Mainland Foreign PE
Branch)

Independent
& Separate
Person-
Related Party

Transfer
q Pricing
applicable

Taxable

é Income
@ 9%

Non
Qualifying
Income
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Strictly Private & Confidential L eWICQS

lllllllllllllllllllllllllllllll




Income From Immovable Property In FZ \\\\‘

15

Located in Free Zone

Non FZP in
respect to
commercial

property

Non
Qualifying

person with
respect to non-
commercial

property

Income -
Taxable
@9%

Free Zone
Persons in
respect to

Commercial
Property

Qualifying Income-
Taxable @0%
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_ oisclaimer __NNN\N\ _

The following corporate tax presentation is provided by a tax professional and is based on our
understanding of tax laws and regulations as of the knowledge cutoff date of May 2023. While we
strive to provide accurate and reliable information, we cannot guarantee the completeness or
accuracy of the content presented during this presentation. Tax laws can be complex and may vary
depending on the specific circumstances and jurisdiction. Therefore, it is essential to conduct
independent research and consult the relevant tax authorities to ensure that you have the most
current and accurate information. By participating in this presentation, you acknowledge and agree
that we shall not be held responsible for any errors, omissions, or damages arising from the use of
the information provided. We disclaim any liability for any actions taken or decisions made based on
the content of this presentation. The MoF (UAE) and the Federal Tax Authority are the official sources
of information on federal taxes in the UAE and should be relied upon.

Thank you for your understanding.
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Sheetal Soni, CA, CFA Prateek Tosniwal, FCA

Partner Partner
. +971 52 8002110 . +97158 578 9015
W sheetal.soni@micapitalservices.com W« prateek@micapitalservices.com
- J - J

0 )
Mohamed Khannak, CFA Chadi Abdullah Karishma B Suwarnakar, CA
Partner Director Manager
R +4179 665 9193 R +9613 887 229 R +97156 687 5346
™ mohamed.khannak@micapitalservices.com ™ c.abdallah@micapitalservices.com ¥ karishma@micapitalservices.com
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MIC
17 M |-| TAX Services

Strictly Private & Confidential

An Initiative of MI CAPITAL Services



¥

0

=-»—
I-»—
g-»—
=J-»—
-
\‘.\
-
N\
I_I-
T

— —
\[1 004 1 1 \(1 0 4
[ 11
I i
g b
[} I [ ]
Annn4 Annn4g
_ — -

‘ﬁéﬁﬁrﬁ‘ L

Hal'a azall A‘

__IEDE

IDH‘




