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Disclaimer: The views, wherever expressed in'this presentation are of the author/writer/ complier. The intent of this presentation is to provide a broad information Cabinet Decision No. 55 of 2023 -
Determining Qualifying Income for the Qualifying Free Zone Person and Ministerial Decision No. 139 of 2023 - Regarding Qualifying Activities and Excluded Activities and does not purport to be a
legal document or a client/situation specific advise. We therefore request you to consult a tax expert before taking any actions based on this document.

It is solely for reference of the attendees of the seminar. Any disclosure, copying, distribution or taking action in relation of the contents of this information is strictly prohibited and may be unlawful.
While every effort has been made to keep the presentation error free, Emirates Chartered Accountant Group does not warrant the accuracy or completeness of the information, contained therein.
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Qualifying Free Zone Person ECAG

eeeee tes chartered accountants group

Who is a Qualifying Free Zone Person @

O
A Free Zone Person

Subject to Corporate Tax under
Clause 2 of Article 3 of the

Ajuridical person
incorporated, established or
otherwise registered in a Free

That meets the conditions of
Article 18 of the Decree-Law

Decree-Law [Fed. Law no 47

[Fed. Law no 47 (2022)]
(2022)]

Zone, including a branch of a

Non-Resident Person
registered in a Free Zone.
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Qualifying Free Zone Person — 6 Conditions
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Conditions to be met to be considered as a Qualifying Free Zone Person

Maintains adequate

substance in the
State.

 CIGA intheFz

« Adequate assets

« Adequate number of
qualified
employees

* Incur an adequate
amount of

operating
expenditures

L
| -

Derives Qualifying Income.

Income derived from
transactions with other FZP,
except for income derived
from excluded activities
Income derived from
transactions with a NFZP but
only in respect of QA that are
not excluded activites

Any other income provided
that the qualifying FZ
satisfies the de minimis
requirements

Has not

elected to
be subject to
9% Corporate
Tax [Article 19
of the CT
Law].

Complies with
the
requirements
of Transfer
Pricing as
per Article 34
& 55 of the
Law.

Its non-
qualifying
revenue does

not exceed the
de minimis

requirements
[lower of AED
5M or 5% of
the total
revenue]

B -l.
e[ [f any one of the above condition is not met in any particular year, it will not be

considered as a QFZP for that year and the subsequent 4 years
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It prepares
audited
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Sstatements
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Qualifying Free Zone Person ECAG
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Checklist to choose the option for election

. 4
r fa
Are you a FZP? ’ ﬂ
| ;
Do you Maintain Adequate
Ve > Substance in the FZ
Checklist
Derives Qualifying
—> Income?
Satlsf|e§ De Minimis . Retain as QFZP
requirements?
Elect to be taxed at normal rate Art. 3 (1)
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Il. QUALIFYING INCOME
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Qualifying Income ECAG

Qualifying Income of the Qualifying Free Zone Person shall include the below categories of income:

FZP NFZP Other |ncome: Permanent Immovable

: : : : Establishment: Properties:
Transactions with Transactions with NFZP Any other income (on
other FZfP’ except Income from transactions | the satisfaction of de Income Ownership or
Income from TN nimi ibutable to a exploitation of

. that ar lifvin minimis attributa _
Excluded Activities. Sis Qua B . Domestic PEora | immovable property
Activities (which are Foreign PE

not excluded activities)

Qualifying
Activity

Excluded Income
Activity from
Commercial
Property

from FZP

Immovable
properties

Other Activity

Non-
Commercial
Property

Other Activity
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lll. TRANSACTION WITH FZP
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List of Excluded Activities ECAG
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Transactions of QFZP with FZPs shall be eligible for 0% Tax benefit, if the income is derived from transactions other than
excluded activities, provided the Free Zone Person is the Beneficial Recipient of the relevant services or Goods.

Income from certain regulated financial service
activities:

- Banking activities*

* Insurance activities* except

v" Reinsurance services

- Finance and leasing activities* except
v' Treasury and financing services to
Related Parties

v" Financing and leasing of Aircraft, . ith nat |
including engines and rotable . EXCLUDED Any transaction with natural persons,

components ACTIVITIES except transactions in relation to:
*  Ownership, management, and

operation of Ships
* Fund management services*
* Wealth and investment

management services*
* Financing and leasing of

Aircraft, including engines and
rotable components.

Ownership or exploitation of
intellectual property
assets.

« Ownership or exploitation of
Immovable property, *except
transaction in respect of Commercial
Property located in FZ

11
I Any activities that are ancillary to the above activities.
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V. TRANSACTION WITH NFZP
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List of Qualifying Activities
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« Manufacturing / processing
of goods or materials

» Distribution of goods or
materials in or from a DZ to a
customer that resells such goods
or materials, or parts thereof or
processes or alters such goods

or materials or parts thereof for
the purposes of sale or resale

* Ownership, management and
operation of Ships

« Financing and leasing of
Aircraft, including engines and
rotable components

* Logistics Services

© 2023 | ECAG — Corporate Tax for Free Zone Person

* Reinsurance services,

« Fund management services

* Wealth & investment
management services

(subject to regulatory oversight of

the competent authority)

« Treasury and financing service
to Related Parties

 Headquarter services to Related
Parties

* Holding of shares and other
securities

Any activities that are ancillary to the above activities. 13
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V. DE MINIMIS REQUIREMENTS
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De Minimis [CD 55]

De Minimis Requirements

l 5% OF TOTAL
REVENUE

NON -
QUALIFYING
REVENUE

© 2023 | ECAG — Corporate Tax for Free Zone Person

Do You Earn Any Non-qualifying Revenue?

Non-qualifying Revenue Is More Than AED 5 Mil.

Non-qualifying I
Revenuels —. 9 — D¢ Minimis x
More Than 5% Not Satisfied

Of Total . _. De Minimis
Revenue Satisfied
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De Minimis [CD 55]
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5% OF TOTAL

REVENUE
NON —
QUALIFYING OR
REVENUE

I Whichever is Lower
®
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NON — QUALIFYING REVENUE

« Excluded Activities
« Activities Not Qualifying Activities with NFZP

(Do not include)

« Transactions with NFZP — Commercial Property

« Transactions with any person — Non — Commercial Property
* Revenue attributable to Domestic / Foreign PE

TOTAL REVENUE
 Total Revenue LESS

o Transactions with NFZP — Commercial Property

o Transactions with any person — Non — Commercial
Property

o Revenue attributable to Domestic / Foreign PE
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VI.  MMOVABLE PROPERTY
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Immovable Property
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9%
Income Attributable to Immovable Property
Located in a Free Zone

Income attributable to immovable property located in
a Free Zone that is derived from the below
transactions shall be considered Taxable Income and
taxed at 9%

a. Transactions with Non-Free Zone Persons in
respect of Commercial Property.

b. Transactions with any Person in respect of
immovable property that is not Commercial
Property.

© 2023 | ECAG — Corporate Tax for Free Zone Person

What is Commercial Property?

Immovable property or part thereof:

(a) used exclusively for a Business or
Business Activity.

(b) not used as a place of residence or
accommodation including hotels, motels,
bed and breakfast establishments,
serviced apartments and the like.
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Taxability of an Immovable Property ECAG

Property located in the FZ
|

Owned by FZP Owned by Natural Person

As personal
investment?

Subject to CT

Other than Commercial

Commercial Property Property

Income from Income from
FZP NFZP

Income from Income from
FZP NFZP

Not Subject to CT Subject to CT
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ECAG

Income Derived from Immovable Property
\/ \/ Incc}n{from
Business Center C(I;rrnorgg:gal Located in F2 Transactions with "0 TAXED AT 0%
FzP

| v

o : : Income from
Non - Commercial Located in FZ Transactions with ..; TAXED AT 9%

E .

Property k F7p
— i S
v, v/ I
Wareh Commercial Located in FZ Rental Income ‘-} TAXED AT 9%
| ENEleE Property NFZP

(i.e., FZ to ML)
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VII. NEXUS IN THE STATE
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Nexus in the State
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A juridical person that is a Non-Resident Person shall have a nexus in the State if it earns income
from any Immovable Property in the State.

Immovable Property: Means any of the following:

>

a.

Any area of land over which
rights or interests or services
can be created.
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3
| 1 |
[ § § I
I I .
[ I

b.

Any building, structure or
engineering work attached to the
land permanently or attached to

the seabed.

R

C.

Any fixture or equipment which
makes up a permanent part of
the land or is permanently
attached to the building,
structure or engineering work or
attached to the seabed.
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Free Zone Person
(Juridical Person)

Yes

Elected to be taxed under Normal

v

Maintains substance

Yes

Maintains audited financials +
Adheres to TP Regulations

Yes

Derives Income

Ami

Rate (subject to 9% Tax)

Income of FZP Taxable

m at 9%

Taxable @ 9%

Yes

M Attributable to
> Domestic /
M I o
Yes Yes
A Whether such 3 >
income ves Whether such
R derived from Income is from
Excluded Qualifying
Activities Activities that
Y are not
: Excluded
Considered Yes Activities

QFZP - Eligi
for 0% Tax

o] [=!

Satisfies De-minimis

4m_. Requirement

Yes

\ 4

Considered Other
Income
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Example ECAG

a

O Amount in AED

Example 1 Example 2 Example 3
Revenue 19,500,000/- 90,000,000/- 75,000,000/-
Non — Qualifying Revenue 500,000/- 10,000,000/- 5,000,000/-
Total Revenue 20,000,000/- 100,000,000/- 80,000,000/-
[a] 5% of Total Revenue 1,000,000/- 5,000,000/- 4,000,000/-
[b] Limit Fixed 5,000,000/- 5,000,000/- 5,000,000/-
De minimis [lower of a & b] 1,000,000/- 5,000,000/- 4,000,000/-
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VIII. KEY TAKEAWAYS
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Thumb rule to Determination of QFZP Status ECAG

KNOW YOUR TAX
KYT
4
KNOW YOUR ACTIVITY
TEP
STEPS - KYA
3
KNOW YOUR CUSTOMER
. KYC
2

KNOW YOURSELF

r . KYS
1

united $ auditing

AAAAA
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Key Takeaways
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05 1 06 07

|f the entity ceases

to be a QFZP due
to failure to meet
any of the requisite
conditions during a
Tax Period it shall
cease to be a QFZP
from the beginning
of that Tax Period
and for the
subsequent four
Tax Periods.

Detailed
analysis and
clarity on
entity's
Excluded
Activities and
Qualifying
Activities
would be
required to
determine
Qualification.
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|ndustry-
specific
exclusions

to be taken
care of.

Special
attention to
determine
qualification of
income from
export of Goods
/ Services, as
not all
exports
would be
eligible for
0% Tax.

Arm's Length
Price to be
adhered to In
case of
transactions
with Domestic
PE / Foreign
PE. Essential
to maintain
separate
accounts of
such PE.

Most of the
transactions
with Natural
Persons
may not be
eligible as
Qualified
Income.
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Transactions
in respect of
immovable
properties
are to be
reviewed to

examine the
taxability.
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List of Designated Zones — as per CD 59 of 2017
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Jebel Ali Free Zone (North &
South)

Dubai Cars and Automotive Zone
(DUCAMZ)

Dubai Textile City
Free Zone Area in Al Quoz

DAFZA Industrial Park Free Zone
- Al Qusais

Dubai Aviation City

Dubai Airport Free Zone

© 2023 | ECAG — Corporate Tax for Free Zone Person

ABU DHABI

Free Trade Zone of Khalifa
Port

Abu Dhabi Airport Free Zone

Khalifa Industrial Zone

RAK Port Free Zone

RAK Maritime City Free
Zone

RAK Airport Free Zone

OTHERS

Sharjah

Hamriyah Free Zone

Sharjah Airport International Free
Zone

Fujairah

Fujairah Free Zone

FOIZ (Fujairah Oil Industry Zone)
Umm Al Quwain

Umm Al Quwain Free Trade Zone
in Ahmed Bin Rashid Port

Umm Al Quwain Free Trade Zone
on Sheikh Mohammed Bin Zayed
Road

Ajman

Ajman Free Zone

e gtfag
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Licenses In the UAE & Bahrain

= United Auditing ( Audit Division )

= Emirates International Chartered Accountants L.L.C ( Registered Tax Agency )
= ECAG Taxation

= Emirates CA Consultancy W.L.L ( Bahrain)

= ECAGLTD - UK

= ECAG - India

Corporate Office

Office no. 503, 504 & 804
Wasl Business Central
Port Saeed, Deira, Dubai, United Arab Emirates

Tel: +971 4 250 0290 | Email: info@emiratesca.com

OUR BRANCHES

United Arab Emirates

Jebel Ali Free Zone (JAFZA)

Tel: +971 4 236 4599
Email: praveen@emiratesca.com

LOB 21, Suite No. 31
Ground Floor
Dubai, United Arab Emirates

Hamriyah Free Zone ( HAFZA)

Tel: +971 50 193 4860
Email: enquiry@emiratesca.com

P3 — Hamriyah Business Centre
Sharjah, United Arab Emirates

Abu Dhabi

Tel: +971 2 639 7737
Email: nav@emiratesca.com

Al Dhabi Tower, M01
Airport Road
United Arab Emirates

. ECAG

Tel: +973 3619 8998 emirates chartered accountants group
Email: br@emiratesca.com

Diplomat Commercial Office Tower
Office Suite 1619, Building 1565
Manama, Kingdom of Bahrain

India

Tel: +91 93 8810 6655
Email: enquiry@emiratesca.com

Rainbow Building, 1t Floor
Kannur, India

Disclaimer: The views, wherever expressed in this presentation are of the author/writer/compiler. The intent of this presentation is to provide broad information on Cabinet
Decision No. 55 of 2023 - Determining Qualifying Income for the Qualifying Free Zone Person and Ministerial Decision No. 139 of 2023 - Regarding Qualifying Activities
and Excluded Activities and does not purport to be a legal document or a client/situation specific advise. We, therefore, request you consult a tax expert before taking any

actions based on this document.

It is solely for the reference of the attendees of the seminar. Any disclosure, copying, distribution, or taking action in relation to the contents of this information is strictly
prohibited and may be unlawful. While every effort has been made to keep the presentation error-free, Emirates Chartered Accountant Group does not warrant the

accuracy or completeness of the information, contained therein.
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