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Background 

Overview of Free Zone Corporate Tax Rules

General Rules 

The Federal Deree Law No. 47 of 2022 on the Taxation of Corporations and Businesses (‘UAE CT Law’) provides for tax 
relief to Free Zone companies subject to satisfaction of conditions provided under the UAE CT Law read with Cabinet Deci-
sion No. 100 of 2023 and Ministerial Decision No. 265 of 2023.

The Federal Tax Authority (‘FTA’) has released the much awaited Corporate Tax Guide – CTGFZP1 on Free Zone Persons 
(‘FZP Guide’ or ‘the Guide’) to provide general guidance on the application of CT Law to Free Zone Persons. 

This document summarises the key points of the Guide and its possible implications on the businesses operating in UAE.

0% Corporate Tax rate will apply only to the Free Zone business. 

taxable presence outside of the Free Zone the term “Domestic Permanent Establishment” or “Foreign Permanent 

The Guide calls for the
the FZ or Designated FZ for CT purposes. 

non-juridical person cannot be a Free Zone person.
outside a Free Zone cannot be considered as a Free Zone person merely because it is being effectively managed and 
controlled in a Free Zone. 

       FZP may:- 

Zone (‘FZ’) and have a branch UAE outside a FZ or outside 
the country and have a 
branch within a Free Zone. In 

considered a Domestic 
Permanent Establishment or 
a Foreign Permanent Estab-

General Rules 
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Calculating CT for a FZP

lost for another period of 5 years.

person purchasing the same and a declaration or undertaking to this extent may be obtained from the recipient.  

The guide reiterates the 

The guide further emphasizes that the condition of transactions being at should at 

 
and allocate expenses against the said bifurcated revenues. 

 by 

allocation of expenses needs to be at arm’s length. 

 except against income from Intellection Property.  

 from where the business activity 
is undertaken.

Mere routine activities (that do not directly drive the revenue) would not be considered as Core Income Generating 
Activities (‘CIGA’). An entity would be considered as having 

Location from where the key strategic decision is made shall be the basis for determining substance.

Adequate substance will depend on the nature and size of each business. An example is given that the holding compa-
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Adequate number of employees are required to meet substance. One 

CIGA may be outsourced  adequate supervision over the outsourced activ-

strate supervision like contractual agreements and appropriate documentation.   

 It needs to be determined whether the 
income and expenses are to be tracked for each asset or product or by product family basis as the same will also impact 

Foreign PE is a place of business 

UAE CT Law. 

Only

Income from

R&D costs to include all costs directly associated with the R&D facility. 

01

02

03Income from and will have to be taken 

able to Domestic or Foreign PE.
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same. 

based on a three year rolling average.

Manufacturing to  It not only includes 
production of new goods but also improving or assembling pre-existing components.

Goods manufactured in UAE do not need to pass through Designated FZ. 

Manufacturing does not include repairs.

hence 
considered as goods.

Processing is a wider concept than manufacturing and may occur where an item undergoes a process but essentially 
no new product is created.

rial for further commercial or industrial use or sale. 

Post sale activities and customer services may be treated as ancillary activities. 

the 

made but 
standards.

Activities of delivery and warehousing may be considered as ancillary.

Processing of goods or materials:

Trading of Qualifying Commodities:

Manufacturing of Goods or materials:
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It includes holding of various types or classes of shares and securities which are held for an uninterrupted period of 12 

within the meaning of shares and other securities.

It includes ships used in the of 

 
Transportation between 2 ports of UAE to be considered international transportation provided the broader itinerary 
includes transportation to ports outside UAE. 

 Transactions with natural 

The 
markets and economies and will include activities that are delegated by a Fund manager to an investment advisor or 
sub-advisory.

Ownership, Management and operations of ships:

Reinsurance Services :

Fund management services:

It includes more holistic services and differs from fund management because it extends beyond just investing and 

ry oversight of Competent authorities in UAE.

Wealth and investment management services:

Holding of shares and other securities for investment purposes:
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 juridical persons and its branches

activity and may be tested under the Distribution activity separately. 

include shareholder loans.  

 
Financing and leasing of aircraft to natural persons will not be excluded activity.

It involves holding title to the products. Activities of a 
selling of goods or materials is

(not end users) and shipped directly from A to B.

Goods imported from outside UAE and sold in UAE (not end users). 

user).

 Goods purchased from UAE and sold within UAE (not end user)

Onus is on the distributor to ensure that the purchaser is not the end user (distributor to exercise due diligence by 
performing Know your client procedures (KYC)).

 except if any goods have embedded software which 

Financing and leasing of aircraft:

It includes  on behalf of another person without taking title to the 
good or material of that other person. It does not include movement of people.

There are no limitations prescribed for the mode of delivery.

outside a Free Zone or foreign customers but provides last mile delivery services outside of the Free Zone in the UAE or 
in a foreign country

Logistics services:

Distribution of goods or materials from DZ:



Applicable accounting standards to be followed. 

Tax Period. 
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Compliance:

Our Comments & Concluding Thoughts :

Way Forward :

In view of the detailed clarifications provided by the guide, it is important for the 
businesses in Free Zones to conduct a detailed analysis of the applicable provisions 
to their businesses. Further, the concluded impact assessments should also be 
revisited in light of the clarifications and guidance provided in the guide. 

In case you require any assistance or further insights, you may please reach out to our 
team. We will be happy to assist. Scan the QR Code 

to contact us


