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UAE Corporate Tax: Key Priorities — The

imminent arrival of Corporate Tax (CT) on January

1st 2024, necessitates rigorous preparation for

affected businesses. Thoroughly comprehending

the legal, financial, and operational implications of

CT on your specific organization is crucial.

Meticulously plan for the personnel, processes,

and systems required to achieve seamless

compliance with the new regulations.

Tax Oasis
     Emerging from the impending implementation

of UAE Corporate Tax lies a strategic opportunity

for Free Zone businesses to leverage their

distinctive advantages and obtain an optimized tax

efficiency. While the allure of a 0% CT rate for QFZP

is undeniable, its attainment and ongoing

compliance warrant meticulous consideration and

proactive planning. 

      To ensure seamless compliance and maximize

tax efficiency within the new regime, we

recommend prioritizing the following: 

 Comprehensive Assessment: Conduct a

thorough analysis comparing the benefits and

challenges of QFN status against the standard

9% CT regime. This analysis should

meticulously evaluate the practical compliance

requirements, ongoing operational

adjustments, and potential risks associated

with each option.

1.

 Transactional and Agreement Review:

Proactively review all transactions, pricing

mechanisms, intercompany agreements, and

relevant documentation to ensure alignment

with QFZN conditions. This proactive approach

minimizes the risk of non-compliance and

potential tax liabilities in the future.

2.
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 3. Operational Substance Optimization:

Establish a robust operational footprint within the

designated FZ to demonstrate adherence to the

critical "substance requirements". This entails

ensuring the core income-generating activities and

key decision-making functions are demonstrably

conducted within the FZ boundaries.

 4. Continuous Monitoring and Review:                         

Implement robust processes to monitor

compliance with QFZN conditions and adapt

strategies as needed. This ongoing vigilance

ensures long-term sustainability of the 0% CT

benefit and mitigates potential risks.

Recalibrate the Financial

Reporting
     The intertwined threads of a company’s holding,

financing, investment, and operating structures

hold significant sway over its tax profile.

Inefficiencies or misalignments within these

structures can not only erode profitability through

increased tax liabilities but also limit strategic

options like dividend tax treatment.

 Legal Architecture: Conduct a legal entity

structure assessment, pinpointing areas

hindering tax efficiency or limiting valuable

options. Critically examine the separation

between corporate and private ownership.

1.

 Strategy Restructuring: Analyze sources of

equity capital and identify an non-deductible

contributions. Explore alternative funding

methods, such as preference shares with

deductible dividends, to avoid impacting the

company’s tax efficiency.

2.



    Unfavorable loan terms or excessive interest                 

rates on these loans could lead to non-deductible

interest expenses or even income attribution

adjustments.

  3. Proactive Restructuring and Rationalization:

Armed with comprehensive analysis, identify, and

implement necessary structural adjustments.

Consider rationalizing unnecessary entities,

consolidating redundant functions, and complex

ownership structures.

Refining the Financial Profile
     The Corporate Tax is a direct reflection of the

financial health. Accounting practices are

optimized for tax efficiency. Unforeseen tax

outcomes can arise from inconsistencies. A

proactive review is crucial to ensure seamless

compliance and optimized tax efficiency.

 Tax-Sensitive Policies: Meticulously assess

accounting policies that significantly impact

taxable income, particularly those related to

other comprehensive income, provisioning,

depreciation, revaluation, and amortization.

1.

 Deductible Expenses: Review major expense

categories to ensure they meet CT deduction

requirements. Pay special attention to

regulated expenses like interest,

entertainment, and exempt income-related

expenses.

2.

 Prepare for Deferred Tax: Evaluate the need

for recognizing deferred tax in the financial

statements. This proactive approach ensures

accurate financial reporting and avoids

potential tax adjustments.

3.

Transfer Pricing Framework
      Pay meticulous attention to transfer pricing (TP)

regulations. This is not merely a compliance

exercise; it profoundly impacts that Group’s

effective tax rate, allocating income transparently,

and long-term tax defensibility. Embracing a

productive approach to TP planning to establish a

sustainable reporting.

  Operational Model Alignment: Verify that

the assumptions and methodologies

embedded in the TP model are truly aligned

with the way the company functions, assets,

and risks are distributed within the Group. 

1.

 Transaction for Value: Ensure the

transactional design mirrors the intricate web

of value creation within the Group. Allocate

income with meticulous consideration of key

functions, assets, and risks, adhering to the

arm’s length principle for an demonstrably

approach.

2.

 Implementing Arm’s Length Principles:

Design and enact comprehensive TP policies

that strictly adhere to the arm’s length principle

for flexible implementation. This enables

adjustments before finalizing financial

statements or via the CT return for optimal

efficiency and compliance.

3.

Foreign Entity Profile
   When incorporated outside the UAE, foreign

entities can still be subject to Corporate Tax due to

their actual or deemed presence within the

country. Activities conducted by management,

employees, dependent agents, or project within

the UAE can trigger unexpected tax liabilities and

compliance burdens.
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  1. Management Presence: Identify any foreign

company Directors or senior management

physically residing or exercising control over the

company from within the UAE. This presence could

establish a taxable nexus and trigger CT

obligations.

 2. Commercial Activities: Adapt the board

composition, delegation of authority, governance

procedures, and operating models to minimize the

UAE presence of key personnel and activities. This

can involve shifting responsibilities, appointing

local representatives, or restructuring project

execution. This can manage and mitigate potential

unintended tax liabilities and compliance burdens

associated with the foreign entity’s UAE footprint.

Consider Claims & Elections
      The new framework offers various elections

and claims to help businesses minimize their tax

liability. To navigate these options, prioritize the

following actions: 

 Transitional Rules for Pre-CT: Consider

utilizing transitional relief provisions to

minimize the tax impact on existing capital

asset appreciation accrued prior to the

implementation of CT. These provisions can

potentially defer or duce the tax on such gains,

significantly improving the cash flow.

1.

 CT Grouping: Explore the benefits of grouping

related companies under a single CT entity.

This allows to consolidate profits and losses

across the group, potentially offsetting losses

in one entity against profits in another. This

can be particularly advantageous for

companies operating within the same industry

or value chain.

2.
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 3. Sharing Tax Losses: When applicable, take

advantage of the tax loss carry-forward facility.

This allows to offset future taxable profits with

current losses, mitigating the overall tax burden.

This provision is especially valuable during periods

of economic downturn or business challenges.

 4. Other Reliefs: Investigate the availability of

addition CT reliefs and exemptions tailored to

specific industries or activities. These may include

deductions for research and development (R&D),

investments in renewable energy, or support for

small and medium-sized enterprises (SMEs).

Review Operational Readiness
   While not formally incorporated in the UAE,

foreign entities can still find themselves subject to

the UAE Corporate Tax (CT) due to actual or

deemed presence within the country. This

presence can be established through various

activities performed within the UAE, including:

 Segregate Entities: The CT law mandates

individual financial statements for each legal

entity. Ensure systems can generate distinct

trial balances for each entity to comply with

this requirement.

1.

 Tax-Aware Accounting: Review and refine the

Chart of Accounts to accurately track tax-

exempt income, qualifying and non-qualifying

income for QFZP, non-deductible expenses,

and transfer pricing adjustments. This ensures

precise tax calculations and reporting. 

2.

 IT and Tax System Alignment: Formulate a

strategy for managing CT compliance within

the IT systems and Tax department. This will

determine the extent of necessary adaptations,

including:

3.
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Software upgrades or replacements

Changes to data capture and reporting

processes

Potential hiring and budget adjustments

   4. Clear Roles and Responsibilities: Understand

how the UAE CT will be administered. This will

determine the extent of IT system and tax

department adaptation, including hiring plans and

budget allocations. Consider the need for:

Tax calculation and filing software

integration

Enhanced data analytics capabilities

Streamlined reporting processes

  5. Internal Awareness and Training: Conduct

internal awareness sessions and training programs

for non-tax functions like legal, accounting,

procurement, business development, human

resources, and the C-suite. This empowers

everyone to understand the CT implications and

contribute to a compliant operation.
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Contact

Abu Dhabi
Office No. M03, Building No. 13,
Tourist Club Area, PO Box
48517, Abu Dhabi, United Arab
Emirates
infoabudhabi@pr-uae.com
+971 2 6452666 / 6459446

Dubai
Office No. 504, Port Saeed, Al
Wahda Building, PO Box 31367
Dubai, United Arab Emirates
infodubai@pr-uae.com
+971 4 2959958
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Parker Russell UAE — Our firm was

established in 1998 as “Haris & Associates

Auditing” in Dubai, providing Audit Assurance

and Accountancy services on an efficient and

cost-effective basis around the region. 

Through our professional and best practices

we have extended our services into more

areas. In UAE, we have offices in Dubai, Abu

Dhabi and Al Ain. Our staff strength is around

50+, which include Accountants, Auditors, Tax

Consultants, Management Consultants, and

ERP Consultants. Our present client strength

is around 550 of varying discipline and sizes.

It is operating and is placed in one of the

leading audit firms in Dubai with its branches

in Dubai and Abu Dhabi. Parker Russell is

incorporated in the year 1998, with the

ideology of highly qualified, experienced, and

capable chartered accountants and

accounting executives, with much dedication

and passion in providing high-quality financial

services to any corporation or individual that

is in need and imparting professional financial

insights without compromising excellence.

www.parkerrusselluae.com

inquiries@pr-uae.com
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