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O SortingTax

Why are they introduced
?

Who are covered ?

What if covered ?

What if not covered ?

Non-compliance
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ESR COMPLIANCE TIMELINES - DECEMBER 31, 2021 & SortingTax

Timelines

ESR Notification ESR Report

12 months from the
end of FY

6 months from the end
of FY
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WHO ALL ARE COVERED UNDER ESR ?
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ENTITIES COVERED UNDER ESR @ SortingTax

Transaction with

Unincorporated
partnerships

Juridical persons
carrying on a
relevant activity in

the UAE

carrying on a
relevant activity in
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EXEMPT ENTITIES - WHO ALL ARE EXEMPT
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EXEMPT ENTITIES — UAE BRANCHES OF A FOREIGN ENTITY @ SortingTax

UAE Branches of a Foreign Entity — Income from relevant
activity should be subject to tax in foreign parent jurisdiction

USA

UAE

UAE Mainland

Branch
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EXEMPT ENTITIES — TAX RESIDENT OUTSIDE UAE © SortingTax

Entities which are tax resident outside the UAE ?

USA

UAE

UAE Mainland

Branch
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ENTITIES WHOLLY OWNED BY UAE RESIDENTS — CONDITIONS @ SortingTax

UAE Resident UAE Resident
1 2

Entities wholly owned by UAE
residents — Conditions

50% 50%

w
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RELEVANT ACTIVITIES UNDER ESR

UAE Corporate Tax Course

Instructor — CA Arinjay Jain @ contact@sortingtax.com ¢ | @ +91-9667714335 sortingtax.com


https://sortingtax.com/uae-corporate-tax-course/
https://sortingtax.com/uae-corporate-tax-course/

RELEVANT ACTIVITIES UNDER ESR © SortingTax

9. Banking ‘ 1. Distribution and

Service Centre

7 .

. Intellectual 2. Holding
Property Company

[ \

3. Investment
7. Insurance Fund
Management

\ /

6. Lease Finance 4. Headquarters
UAE Corporate Tax Course
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~5. Shipping ’
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RELEVANT ACTIVITY - DISTRIBUTION BUSINESS © SortingTax

Purchase of materials or goods
_ from Foreign Connected Person
BanjolInc. USA

("FCP")

A

100%
Sale of Goods

100

UAE
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RELEVANT ACTIVITY - SERVICE CENTRE BUSINESS © SortingTax

Provision of Services to a
_ Foreign Connected Person
BanjolInc. USA

("FCP")

A

100%
Sale of Goods

100

UAE
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RELEVANT ACTIVITY - HOLDING COMPANY BUSINESS © SortingTax

v" A Holding company is a company : -

BanjoLLC ABCLLC v" Whose only function is purchase and

A holding of shares (equitable interests)
in other companies

100% UAE

v" It does not earn any income other than

dividend and capital gains from above
UAE

100%

UAE Corporate Tax Course
Provision of

Services REGISTIf NOW >
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RELEVANT ACTIVITY - HEADQUARTER BUSINESS © SortingTax

USA

HQ Services 100%

UAE

v

HQ Services cover following services to one or more FCP: -

v Provision of Senior management services to the FCP; or
v Assumption of material risk foractivities of FCP ; or
v Assumption of material risk forassets of FCP;

v Providing substantive advice for activities of , or assets
ownedbyany FCP
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RELEVANT ACTIVITY - SHIPPING BUSINESS © SortingTax

v' Operation of one or more ships in international traffic, for the

transport of : -
v' Passengers;
v’ Cargo
v'  Passengerand Cargo
Cyprus
v' Shipping business means any of the following activity :
v rental on a charter basis of ships
v sale of tickets or similar documents
Cargo for UAE 4 use, maintenance or rental of containers
carrying to UK v

management of the crew of ships.

v The activity should not be within territorial waters of UAE,
in connection with the business of operating a ship

MNOLLC
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LEASE FINANCE BUSINESS - RELEVANT ACTIVITY © SortingTax

v Offer credit or financing for any kind of interest or
other consideration : -
Borrower

v"  Loans to group companies ;
v"  Loans to unrelated parties ;

v"  Finance leases (assets other than land) ; and
Interest

v" Providing credit in the form of following : -
v Hire purchase agreements ;
v"  Long term credit plans ; and
v" Other financing arrangements
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LEASE FINANCE BUSINESS - RELEVANT ACTIVITY © SortingTax

v Offer credit or financing for any kind of interest or
other consideration : -
Borrower

v"  Loans to group companies ;
v"  Loans to unrelated parties ;
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INVESTMENT FUNDS & SortingTax

INVESTOR INVESTOR

Investment Funds or any other
licensee determined by MoF

50% 50%
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HIGH RISK INTELLECTUAL PROPERTY BUSINESS - RELEVANT ACTIVITY é Sorting Tax

v" A UAE business would be considered as a High-risk
IP business in following cases : -

IP Creator

v" UAE business didn't create any IP . It acquired

IP asset from:

v" A Connected Party

v"  As consideration for funding R&D carried
out by non UAE person

It earns income from Licensing/ Sale of IP Asset

to CP

Consideration Right to v
IP

v' If the above conditions are met, such business are
deemed to have failed the economic substance test
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ECONOMIC SUBSTANCE TESTS TO BE
MET BY BUSINESS
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ECONOMIC SUBSTANCE TESTS TO BE MET BY BUSINESS @ SortingTax

Adequacy Test - Full-
time employees
operational expenditure
and physical assets in

the UAE
UAE Corporate Tax Course

Controland
Management Test
I.e. be Directed
and Managed

Core income
generating activity
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PENALTIES UNDER UAE ESR REGULATIONS
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PENALTIES FOR NON-COMPLIANCE AND NON FILING & SortingTax

- N - ~
MNon Filing Notification AED 20,000
\_ J \_ v,
' I
r Firstyear —AED 50,000
' ) ,-"ﬂ/
,-’"HH
Penalties Failure to meet ES Test or submit H,-«"”H ~ ~
Enaities Annual report . - ~
\\\
\_ J N
™ Thereafter — AED - 4,00,000
\_ _/
s A I ~
UAE Corporate Tax Course
Providing u;::::g:;;a;c;[::tfnrmatmn AED 50,000
REGISTER NOW >
\ J \_ v «
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» With over 20 years of experience, Arinjay has helped Clients on International Tax , M&A Tax and Direct tax matters
impacting their business in India and UAE . He has worked on International tax with over 750 transaction of Inbound
Investment, Outbound Investments, Due diligence, Family Structuring and Succession planning across sectors ;

e Arinjay has worked with over 500 UAE companies on UAE Economic Substance Regulations advisory services, and UAE
Corporate Tax (proposed to be introduced from June 1, 2023) ;

» Delivered Live Seminar and Webinar on Economic Substance Regulations and UAE Corporate Tax

» Author of various books in International Tax and Direct Tax ;

» Trained more than 2000 CA's in Live international tax course (With two of the largest global tax firms) and over 5000
students in International Tax

» Created India's first e learning course on International tax for professionals in 2016 with students from over 30 countries.

e Editor International Tax at Taxmann Publications, New Delhi - Handled the Journal on International Tax with Taxmann
Publications, India's oldest Publishing house on tax and corporate law publications.

» Faculty at the International tax Course of ICAI during the year 2009 & 10

CA Arinjay Jain

Faculty
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DISCLAIMER O SortingTax

The course is for Education purpose only and the provision are based on interpretation of the draft Public Consultation
document issued on April 28 . The content should not be considered an advise and proper opinion / advise / guidance
should be sought. We do not assume any liability of any sort whatsoever, arising out of reliance on the content of this

course. The content is based on the draft guidance issued as on May 9, 2022 and any change in law, after this date is not
factored in, unless otherwise mentioned.

Every effort has been made to avoid errors omissions in this course. Inspite of this, errors may creep in. Any mistake, error
or discrepancy noted may be brought to our notice which shall be taken care of appropriately. It is notified that neither the
content creator nor the author or seller will be responsible for any damage or loss of action to anyone, of any kind, in any
manner, therefrom. It is suggested that to avoid any doubt the reader should cross-check all the facts, law and contents of
the course and seek professional advise..

No part of this content may be reproduced or copied in any form or by any means [graphic, electronic or mechanical,
including photocopying, recording, taping, or information retrieval systems] or reproduced on any disc, tape, perforated
media or other information storage device, etc., without the written permission of the publishers. Breach of those condition is
liable for legal action.

All disputes are subject to Delhi , India jurisdiction only. UAE Corporate Tax Course
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