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Background 

On the 31st of January 2022, the Ministry of Finance in the UAE introduced the federal corporate 
tax regime (“CT Regime”) applicable to profits generated by businesses. The CT Regime is 
expected to be effective for financial years starting on or after the first of June 2023. 

The UAE is known globally for being one of the world’s most attractive hubs for business and 
investment, and it is constantly looking for ways to enhance its reputation to further cement its 
status. The CT Regime shall primarily allow the UAE to support “Pillar Two” of the OECD Base 
Erosion and Profit Shifting Project. It will also allow the UAE to encourage the growth of a healthy 
economy internally by attracting foreign investments and implementing a certain level of 
flexibility that would relieve businesses of compliance burdens. 

https://thelawreviews.co.uk/authors/Harry_Taylor
https://thelawreviews.co.uk/organisation/1295100
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Key Principles 

The Ministry of Finance has developed the UAE CT Regime while applying internationally 
recognized principles. This will allow such regime to be easily assimilated, therefore ensuring 
fairness and transparency in execution. 

The UAE CT Regime mainly focuses on ensuring flexibility that would allow the UAE to adapt to 
any changes and developments at a domestic and international level. The rules have also been 
drafted in a direct and simple manner that minimizes complexity, and they shall apply on all 
businesses and activities equally to maintain neutrality and transparency. 

Scope of Application 

Natural Persons 

The UAE CT Regime shall be implemented on individuals (natural persons) carrying out a business 
in the UAE if their activity would require the obtainment of a commercial license (or its 
equivalent) from a relevant authority.  

Any employment or personal income, real estate income, investment returns, and generally any 
income that is earned by an individual (national or foreign) in their personal capacity shall not 
be within the scope of the UAE CT Regime. 

Legal Persons 

The UAE CT Regime shall be implemented on all companies that are incorporated under the 
laws of the UAE with a separate legal entity. It will also apply to legal persons that are 
incorporated in foreign jurisdictions controlled in the UAE. Such persons shall be treated as if 
they were incorporated under UAE laws. 

Exempt Persons 

The UAE CT Regime shall not be applicable to the following: 

1- Federal and Emirate Governments (including their departments). 
2- UAE companies that:  

a- Are fully owned by the UAE Government;  

b- Carry out a sovereign or mandated activity; and  

c- Are listed by virtue of a decision issued by the Cabinet. 

(The regime will be applicable to business activities carried out by the government via a trade 
license whether directly or indirectly with a third party). 
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3- Businesses that deal with UAE natural resources (such businesses are subject to taxation 
at an Emirate-level). Any suppliers, contractors, and subcontractors shall not be exempt. 
 

4- Charities and public benefit organizations that are listed by virtue of a decision issued by 
the Cabinet. The exemption of such organizations shall be at the discretion of the Ministry 
of Finance. 
 

5- Retirement and social security pension funds (public and private regulated). 
 

6- Investment funds when certain conditions set by the Ministry of Finance are met. 
 

7- Freezone businesses shall be required to register for the CT regime, but the regime will 
respect CT incentives that are offered to free zone businesses complying with all 
requirements and not conducting business with mainland UAE. 

 

Calculation of Taxable Income 

The starting point used by the regime will be to use net profit or loss as used in financial 
statements for businesses. Financial statements are to be prepared with the utilization of 
standards that are used or accepted inside the UAE.  

Tax Rate 

The UAE wishes to maintain its attractiveness for foreign investors and has decided on a relatively 
low rate. There will be no tax imposed on any taxable income when it does not exceed AED 
375,000. Incomes exceeding AED 375,000 shall be subject to a 9% rate. 

What Is Required From Businesses 

Businesses shall be registered with the Federal Tax Authority (“FTA”) to receive a tax registration 
number. 

As stated earlier, the regime aims to minimize the burden on taxpayers, and so, businesses will 
prepare and file a single tax return (and any other supporting schedules) with the FTA for each 
tax period. 

Given that the CT Regime is based on the principle of self-assessment, businesses will be 
responsible for ensuring that any information submitted is correct and complies with such 
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regime. The FTA may review returns filed by businesses within a certain timeframe as permitted 
by the CT Regime. In such cases, taxpayers have the right to challenge amended assessments. 

Required Documents 

Businesses that are subject to the CT Regime shall be required to keep records and information 
to support the documents that they submit to the FTA.  

Exempt businesses will also have to keep records as proof of their exemption.  

Conclusion 

In conclusion, the introduction of the UAE CT regime is a welcome addition to an already well 
working business hub. The implementation of the regime is hugely anticipated and surely 
promises a smooth application for businesses looking to maintain compliance with the least 
amount of unnecessary burden. 
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