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' In brief

On 31 January 2022, the UAE Ministry of Finance (MoF) announced the
introduction of a federal corporate tax (CT) in the UAE that will be effective for
financial years starting on or after 1 June 2023. Further, on 28 April 2022, the
UAE MoF issued a public consultation document that contains information on the
proposed UAE CT regime.

Based on the information released by the MoF so far, the proposed UAE CT
regime will cover the introduction of formal transfer pricing (TP) rules and TP
documentation requirements in line with the TP Guidelines issued by the
Organisation for Economic Cooperation and Development (OECD TP
Guidelines). In addition, the public consultation has also provided an insight into
the upcoming TP regulations and its applicability.

In light of the above, it becomes important for businesses to evaluate the impact
of the impending UAE TP regulations. We have therefore provided a simplified
TP Application Matrix to help businesses assess their preparedness for what lies
ahead.



Is the entity/branch part of a Group
comprising of more than 1 legal
entity / branch(es) / Permanent
Establishment(s) (“PE”)?

(In free zone / mainland / overseas)

l

TP likely not
applicable

Do the entities / branch(es) / PEs)
qualify as related parties* /
connected persons**?

Do the related parties* / connected
persons** undertake transactions
amongst themselves in the financial
year concerned?

(Transactions could be with or without

consideration) H OW We Ca n h el p

Have you undertaken a UAE TP
impact assessment?

(Evaluate entities in scope of UAE TP
regulations, TP risks and opportunities
analysis)

TP Policy setup
Ensure compliance with the TP regulations, prepare/update/review and implement necessary
TP policies, etc.
Prepare/review new existing intercompany agreements
Conduct/update benchmarking analyses to determine the arm’s length remuneration for the
inter-company transactions in scope

Assistance in undertaking TP compliance
Is your team equipped to undertake - Prepare Local File(s) and Master File(s) in line with the expected TP requirements
the Transfer Pricing Compliances? + Prepare and submit a TP disclosure / certification forms, if required
(provided the prescribed thresholds are Assistance in preparing a defense strategy
met) « Assist with a defense paper/strategy in case of historic TP risks in order to be audit ready

System readiness
« Perform a system review focused on relevant TP data and systems aspects to enable both
Are your systems and processes operational TP and TP compliance
ready for UAE TP? « Perform a fit gap analysis to identify required system changes to meet operational TP and TP
compliance needs (captured in a Business Requirements Document)

The introduction of TP Regulations in the UAE presents businesses with a unique opportunity to implement
tax efficient and optimal TP models and set up a robust base for defending their TP policies in the years to
come

* Refer Note 1 ** Refer Note 2



Note 1 - Related Parties - A related party is an individual or entity who has a pre-existing relationship with a business
that is within the scope of the UAE CT regime through ownership, control or kinship (in the case of natural persons).
There are different rules for determining whether parties involved in a transaction are considered “Related Parties” for
UAE CT purposes. These are summarised below:

» Two or more individuals related to the fourth degree of kinship or affiliation, including by birth, marriage, adoption or
guardianship

* Anindividual and a legal entity where alone, or together with a related party, the individual directly or indirectly owns a
50% or greater share in, or controls, the legal entity

» Two or more legal entities where one legal entity alone, or together with a related party, directly or indirectly owns a
50% or greater share in, or controls, the other legal entity

+ Two or more legal entities if a taxpayer alone, or with a related party, directly or indirectly owns a 50% share of each
or controls them

+ Ataxpayer and its branch or permanent establishment

» Partners in the same unincorporated partnership Exempt and non-exempt business activities of the same person

Note 2 - Connected Persons - A person will be considered as ‘connected’ to a business that is within the scope of the
UAE CT regime if he or she is:

* An individual who directly or indirectly has an ownership interest in, or controls, the taxable person

» Adirector or officer of the taxable person

» Anindividual related to the owner, director or officer of the taxable person to the fourth degree of kinship or affiliation,
including by birth, marriage, adoption or guardianship

*  Where the taxable person is a partner in an unincorporated partnership, any other partner in the same partnership

* ARelated Party of any of the above
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