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Executive Summary

The UAE Federal Tax Authority (FTA) has
issued a basic-tax-information-bulletin for
small businesses. The bulletin provides an
overview of the Corporate Tax (CT)
registration requirements, applicable tax
rates, available Small Business Relief,
eligibility conditions, election procedure,
filing obligations, record-keeping duties and
potential penalties for non-compliance. The
bulletin is intended to help small businesses
understand and comply with their Corporate
Tax obligations in the UAE.

Legal Basis and Overview

The bulletin is based on the UAE Corporate
Taxregime introduced by Federal Decree-Law
No. 47 of 2022 on the Taxation of
Corporations and Businesses (effective from
June 2023), as supplemented by the relevant
Cabinet Decisions, Ministerial Decisions, and
the related guidance previously issued by the
FTA. It forms part of the FTA's ongoing efforts
to provide practical support on the
application of the UAE CT framework.

The bulletin adopts a user-friendly question-
and-answer format to facilitate
understanding of the applicable CT rules, and
covers CT registration requirements,
applicable tax rates, Small Business Relief,
filing obligations, record-keeping

"The FTA clarifies that whether a natural person is
treated as a resident person for corporate tax
purposes is not dependent on compliance with
immigration, work permit or business licensing
requirements.

requirements as well as potential penalties
for non-compliance.

Registration Requirements and Exceptions

For juridical persons incorporated,
established or recognized in the UAE on or
after 1 March 2024, including Free Zone
Persons, the tax registration application must
generally be submitted within three months
from the date of incorporation, establishment
or recognition. For foreign juridical persons
effectively managed and controlled in the
UAE, the deadline is generally linked to the
end of the relevant financial year — three
months from the end of the FY of the juridical
person.

A natural person - regardless of whether they
are resident in the UAE or not’ — conducting a
business or business activity in the UAE is
only required to register for or pay CT if the
totalturnover from such business or business
activities exceeds AED 1 million within a
Gregorian calendar year. The turnover may
include “in-kind” payments which are valued
at Market Value.

According to the FTA? employment income
(wage, salary or bonus), personal investment
income, and real estate investment income
derived by a natural person are out of scope
of CT and not considered for the purpose of
determining the AED 1 million threshold.

2Taxation of Natural Persons under
Corporate Tax Law — Guide CTGTNP1 Nov.
2023, Page 15
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Corporate Tax Rate

The bulletin confirms that there is no special
CT rate for small businesses. The standard
UAE CT rates apply, namely 0% on taxable
income not exceeding AED 375,000 and 9%
on taxable income exceeding AED 375,000.

Small Business Relief

Small businesses that are both taxable
persons and resident persons may be eligible
for Small Business Relief. Where a valid
election is made, the relevant business is
treated as having no taxable income for the
respective tax period and is therefore not
required to pay CT. However, they must
nevertheless register for CT, file a tax return
and make the relevant Small Business Relief
election.

The Small Business Relief also reduces
compliance obligations. In particular, eligible
businesses may benefit from filing a
simplified Tax Return and simplified record-
keeping requirements (7 years), including the
possibility to prepare financial statements on
a cash basis of accounting.

To qualify for Small Business Relief, the
business must have revenue of equal to or
below AED 3 million in the relevant tax period
and in all previous tax periods.

The relief is not available to members of a
Multinational Enterprise Group (MNE Group),
as defined in Cabinet Resolution No. 44 of
2020 (BEP 2), or to Qualifying Free Zone
Persons.

Enforcement

Administrative penalties may be imposed for
non-compliance with the Corporate Tax Law.

3 Taxation of Natural Persons under Corporate Tax
Law — Guide CTGTNP1 Nov. 2023, Example 3.

The bulletin therefore emphasises the
importance of timely Corporate Tax
registration, accurate Tax Return filing and
payment of any Corporate Tax due by the
applicable deadlines.

Example

The FTA illustrates the application of these
rules by reference to an example contained in
its guidance on the taxation of natural
persons.® In the example, a UAE-based
individual derives AED 1.2 million in revenue
and AED 900,000 in net profit from
consultancy services provided to a (foreign)
company. As the revenue exceeds AED 1
million, the income is generally subject to CT,
with the standard 0% rate applying to the first
AED 375,000 and 9% on taxable income
exceeding AED 375,000. However, because
the individual's revenue does not exceed AED
3 million and assuming that the revenue for
previous tax periods also does not exceed
AED 3 million, the individual in the example
may elect for Small Business Relief and be
treated as having no taxable income for the
respective tax period.

Summary

The guidance provides a useful compliance
overview for small businesses operating in
the UAE. Businesses should assess early
whether they are required to register for CT,
whether the AED 1 million natural person
registration threshold or the AED 3 million
Small Business Relief threshold is relevant to
them, and whether they satisfy the conditions
for Small Business Relief. From a practical
perspective, small businesses should also
ensure that their accounting, filing and
document retention processes are aligned
with the CT Law. Even where Small Business
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Relief is available, registration and annual
election requirements remain relevant and
should be built into the internal compliance
calendar.

SCHLUTER GRAF has extensive experience in
the legal and tax system of the UAE and
provides
comprehensive legal, tax and commercial
advice.

foreign investors with

SCHLUTER GRAF Legal Consultants LLC

A7 Building, Offices 304-306, Dubai Digital Park, P.O. Box 29337
Dubai / United Arab Emirates

Tel: +971 /4 /431 3060

Fax: +971 /4 /431 3050

Dr. Amir Makee Mosa, Associate Partner (amir.makeemosa@schlueter-graf.com)




