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SortingTaxSortingTaxUAE RESIDENT COMPANIES  - WORLDWIDE INCOME TAX + 

EXEMPTION

UAE RESIDENT 

CO.

UAE LLC

99.99%

UK Branch US CO 

100%

UAE Resident company taxed on worldwide income (capital gains 

included) 

Exemption – Income from investment in companies

Exemption – Foreign Co and branch operation profits
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SortingTaxSortingTaxEXEMPTION TO UAE RESIDENT COMPANY – INCOME FROM 

DOMESTIC CO 

UAE RESIDENT 

CO.

UAE Free 

Zone entity 
UAE LLC

100%

Dividend from  UAE LLC   ?

Dividend from  UAE  Free Zone entity  ?

Capital gains from Sale of  Domestic company ?
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SortingTaxSortingTaxEXEMPTION TO UAE RESIDENT COMPANY – INCOME FROM 

FOREIGN CO 

UAE RESIDENT 

CO.

UK Branch US CO

100%

Capital gains on sale of US CO – Conditions – Shareholding + 

Taxation ?

Dividend from US CO ?
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SortingTaxSortingTaxCASE STUDY - EXEMPTION FOREIGN CO

UAE RESIDENT 

CO.

UK  Co. - – Tax 

Rate 12%

US CO – Tax 

Rate 8%

100%

Capital gains on sale of US CO  exempt ?

Capital gains on sale of UK CO  exempt ?

4%
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SortingTaxSortingTaxEXEMPTIONS – INCOME OF NR FROM OPERATING OR LEASING 

AIRCRAFTS OR SHIPS

UAE RESIDENT 

CO.

UAE FREE 

ZONE
PURCAHSER

SALE OF SHARES100

Free Zone Person is a holding company

Substantially income of Free Zone company is derived from: -

• Shareholdings in subsidiary companies

• Shareholding meets the participation exemption conditions
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SortingTaxSortingTaxEXEMPTIONS – FOREIGN BRANCH PROFITS

UAE Entity

F. Branch

UAE

USA

▪ Foreign branch would typically constitute a PE and subject

to tax overseas ;

▪ Branch is not a separate legal entity . No separate financial

statements may need to be prepared for branch

▪ Tax on Profits of Foreign Branch : -

▪ Exemption – Conditions ?

▪ Tax Credit ?

▪ Election of exemption is irrevocable
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SortingTaxSortingTaxEXEMPTIONS – OPERATING OR LEASING AIRCRAFTS OR SHIPS

FOREIGN 

CO

UAE

Overseas

UAE

Leasing aircraft / 

ships

▪ Exempt income earned by a non-resident from : -

▪ Operating aircraft or ships

▪ Leasing aircraft or ships (and associated equipment)

▪ Conditions - Same tax treatment is granted to a UAE

business in the relevant foreign jurisdiction
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SortingTaxSortingTaxINTEREST DEDUCTION LIMITATION

FOREIGN 

CO

UAE

Overseas

UAE

INTEREST

▪ TAX BASE EROSION

▪ Deductible interest payments, where the recipient of the

interest income is not taxed (e.g., an individual shareholder or

a Free Zone Person)

▪ Net interest expense can be deducted to 30% of a business’

earnings before interest, tax, depreciation, and amortisation

(EBITDA), as adjusted for CT purposes
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SortingTaxINTEREST DEDUCTION LIMITATION - EXCEPTIONS

Related Party –
Pre-existing 

relation with UAE 
business through

Businesses may be

allowed to deduct

interest up to safe

harbour

NA to banks, insurance 
businesses, and certain 
other regulated financial 
services entities 

Consolidated group to 
apply a rules by 
reference to group’s 
overall position 
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SortingTaxSortingTaxRELATED PARTY INTEREST

100%

FCO

UAE

Overseas

UAE

INTEREST

▪ Arm’s length interest ;

▪ Used for intra-group transactions (e.g., to pay a dividend or

capitalise a group company) : -

▪ Valid commercial reason - Related party lender is

subject to CT (or an equivalent tax) of at least 9% on

the interest income earned.
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SortingTaxNON-DEDUCTIBLE EXPENSES 

Non deductible

Related party payments 
made to a Free Zone 

Person that is taxed at 
0% - Mainland Branch ?

50% of expenditure   to 
entertain customers, 

shareholders, suppliers 
and other business 

partners

Administrative 
penalties, recoverable 

VAT, and donations paid 
to  unapproved charity 
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SortingTaxDISCLAIMER

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.


