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a Evolution of the UAE tax landscape

e UAE Corporate Tax regime

e Implementation of Pillar Two rules in the UAE



June 2016
GCC member states signed the
Common VAT Agreement

1January 2018 30 April 2019 * 1June 2023 March 2024
VAT implemented in the CbCR compliance Corporate Tax introduced in Public Consultation
UAE obligations introduced in the UAE (Federal Decree launched to seek feedback

the UAE Law No. 47 of 2022)* onthe implementation of
Pillar Two rules

October 2017 1January 2019 *November 2023 Q4 2024
Excise Tax implemented inthe Economic Substance Amendment made to specific Announcementexpected in
UAE Regulations introduced in the provisions of the UAE CT Law to relation to implementation of
UAE facilitate the future introduction top-up taxes in the UAE

of top-up taxes* *

*The detailed timeline of CTintroduction is laid out in the following page
**This was done by way of Federal Decree Law No. (60) of 2023, amending specific provisions of Federal Decree Law No. (47) of 2022



UAE Corporate Tax regime



UAE Corporate Tax (CT) regime

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

The UAE’s CT system
incorporates best practices

Designed to ensure simplicity, globally and are based on

transparency, and practicality
of administration.

(UAE CT Law) issued along with
over 30 implementing
decisions

principles that are
internationally known and
accepted.

Corporate Tax implementation timeline
25 Oct 2022
Effective date of Janu_ary _t° June 2023
31 January 2022 3 Oct 2022 application of the PIUb_'"I:at,m” d°f 30¢CT 4 june 2023
UAE announced Date of issuance of Decree Law in the egislative decisions  AE T Law becomes
introduction of CT the UAE CT Law Official Gazette effective
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28 April — 19 May 10 Oct 2022 9 Dec 2022
2022 Publication of Law in UAE CT Law
Public Consultation the Official Gazette published by MOF on

its website



UAE CT regime — objectives and impact

Alignment with international commitments

Having a broad-based CT system supports the UAE in meeting its international commitments as a member of the
G20/0ECD Inclusive Framework with regards to addressing potential harmful tax practices and increasing
international transparency.

e Increase transparency and certainty

A comprehensive CT system increases transparency and certainty in respect of the costs of doing business in the
UAE, as well as improving fairness.

e Ease of doing business globally

Implementing a comprehensive CT system clarifies the CT profile of UAE businesses and increases the ease of doing
businesses internationally, by granting access to relief from foreign taxation under double taxation agreements.




Topic Features

= All businesses established in the UAE irrespective of their legal form (e.g. limited liability companies, sole proprietorships, cooperatives) that
carry on business activities will be subject to CT on their worldwide income.
s ; = Non-UAE juridical persons that are incorporated outside the UAE but effectively managed and controlled in the UAE are subject to UAE CT.
cope o
implementation = Natural persons (i.e. individuals) who conduct a Business or Business Activity in the UAE are subject to UAE CT.
= UAE Government bodies (both federal and local) and public benefit entities (e.g. sovereign wealth funds, pension funds and charities) will be
exempt from CT, provided these entities only perform their mandated activities (i.e. no commercial activities that compete with the private

sector).

= (0% for taxable income up to AED 375,000; 9% for taxable income above AED 375,000.
UAE CT rates
= 15% effective rate of taxation to be applied as a “top-up tax” on multinational groups (date of implementation is to be announced).

= Entities established in a Free Zone are eligible for a 0% tax rate if they meet certain conditions and comply with all regulatory requirements

Businesses established set out in the CT Law. Free Zone entities that do not meet these conditions are subject to tax at the standard rates.

in Free Zones ® Free Zone companies must register and file CT returns.

= The UAE Free Zone CT regime has been considered ‘Not Harmful’ under the OECD FHTP review conducted in October 2023.

= The UAE CT regime will allow a business to use losses incurred (as from the UAE CT effective date) to offset taxable income in subsequent
financial periods.

Losses
= Aloss for CT purposes (tax loss) would arise when the total deductions the businesses can claim are greater than the total income for the
relevant financial period.
= A UAE group of companies can elect to form a tax group and be treated as a single taxable person, provided certain conditions are met.
Tax Group

= A UAE tax group will only be required to file a single tax return for the entire group.
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Pillar Two implementation — UAE’s objectives

By virtue of being an Inclusive Framework member, the UAE remains committed to the OECD Two Pillar solution. The UAE’s key objectives in the

implementation of Pillar Two rules in the country, include —

Compliance with
international standards
(close alignment with the

Model Rules)

No (or minimal) additional
tax liability beyond GloBE
rules for MNEs

Ease of compliance for
MNEs

Ease of administration

In light of UAE’s commitment, a Public Consultation was launched in March 2024 to obtain feedback from the public on the potential policy

positions for Pillar Two implementation in the country.




Pillar Two UAE Public Consultation — feedback received

Media & Telecommunication Ot€" PublicInstitutions _Trade & Logistics
2% \ 2% 2%

2%
Food & Beverage
2%
Investment Management
2%
Defence Industry
2%

Construction
2%

Petrochemicals, Oil & Gas
5%

Energy & Utilities
5%
’ \ Aviation
9%
Consumer Goods
7%

\ Financial Services,

Banking & Insurance

Technology &
Engineering Manufacturing
9% 9% 9%

Representatives (Tax
Advisors & Associations)
28%

Key messages from the consultation

MNEs see advantages in adoption of the GIoBE Rules by
the UAE

MNEs have stressed the importance of close alignment
to the Model Rules and to follow existing and future
guidance from the OECD

MNEs prefer a safe harbour status for the QDMTT
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Preference to implement to preserve primary taxing right

Variations available under the QDMTT design — while these do not affect the “qualified” status of the regime, some of these may impact its SH status. Some of these
variations were considered during policy design include —

Application to only wholly-owned subsidiaries # Switches-off the Safe Harbour status
Application to Stateless Flow-through CEs and PEs # Switches-off the Safe Harbour status
Exclusion from the UTPR of MINE Groups in the initial phase of their international activity * Switches-off the Safe Harbour status if exclusion is applied without any safeguards

Limited policy options available under the GIoBE Rules — some of these included —

Application of the IIR domestically Application to small MNE Groups

Local currency threshold (instead of Euro)

With the main goals of having qualifying rules and ease of administration, it is likely that the final legislation will ensure that the UAE Pilar 2 Rules are eligible for the SH status.
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Challenges faced

Interaction

with the UAE

CT Law Gaps exist between the GIoBE Rules and the newly introduced domestic CT Law. While this is the case for most jurisdictions, the significant changes

in the UAE's tax landscape in the recent past, highlight the need for increased awareness and understanding.

Translation to

Arabic Domestic regulations mandate that all legislation be translated into Arabic, which takes precedence over English. Due to the complexity of the rules,
this can lead to risks of misinterpretation and compromise the Qualified status of the regulations.

~\

Release of

additional
guidance The Model Rules and administrative guidance are continuously evolving, and domestic approval processes may lead to unexpected delays.
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Expected policy positions and next steps

Finalise policy positions and evaluate the implementation date of the rules in the UAE

Release final legislation to facilitate the implementation of the rules

Prepare for post-implementation readiness both from a systems and an administration standpoint

Provide certainty wherever possible to UAE businesses by conducting awareness sessions / issuing clarifications, etc.
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Thank You
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