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1. Overview
2. Double Tax Treaty (“DTT”) Application to IN BRIEF
UAE Entities UAE, which is considered as .a coope.ratlve jurisdiction for Fax
purposes by the European Union, has implemented an extensive
3. LIST OF UAE DOUBLE TAX TREATIES favourable double tax treaties network with 90 applicable double
4. UAE Double Tax Treaty Network Rates tax treaties and 39 in negotiation, signature or ratification.
5. UAE Double Tax Treaty Network in Africa The UAE, on 16 May 2018, joined the Organisation for Economic
6. UAE Tax Residency Certificate (“TRC”) Cooperation and Development (“OECD”) Inclusive Framework on
7. VAT Exposure for UAE Holding Companies Base' Erosion and Pr.of|t.Sh|ft|ng (. BEPS”) and :adhere.d to th.e
. _ multilateral convention incorporating BEPS (Basis Erosion Profit
8. Economic Substance Regulations - BEPS Shifting) clauses into its double tax treaties.

Related DTT Actions In addition, UAE applies a 0% corporate income tax rate, 0%
withholding taxes on outbound dividend, interest and other
payments, no foreign exchange control & 0% capital gain tax. UAE
has implemented Economic Substance Regulations (requiring
appropriate operational expenditures, management & control,
core income generating activities & other minimum substance

. h bstantial | | criteria in UAE to maintain a commercial purpose activity) and
UAE has substantia .qx, egf‘.' Real Beneficiaries (UBOs) / shareholders & nominee
corporate, geographical, political shareholders/ nominee directors registries.

and financial upsights to be
considered as a jurisdiction of choice
for corporate and transactional tax
efficient structuring’.

Furthermore, UAE has established two insulated freezone
jurisdictions which benefit of a direct application of English
common law, with 100% foreign corporate ownership subject to
independent ad hoc courts and regulator.
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1. OVERVIEW

UAE has more double tax treaties (in force or awaiting entry in force), in particular in Africa (13 in force
such as with Morocco, Algeria, Egypt, Kenya and South Africa, & 16 awaiting entry in force) than the
world leading intermediary tax planning jurisdictions (“main holding jurisdictions”) such as
Luxembourg, Netherlands, Ireland, Cyprus, Singapore, Hong Kong, Mauritius and Switzerland and
even the most favourable jurisdiction for investing in Ukraine, Thailand and Uruguay.
In comparison, UAE double tax treaties grants one of the lowest withholding taxes for dividends &
interests (including the countries availing 0% EU directive withholding tax) and a very profitable
withholding tax regime for royalties.
Even more UAE double tax treaties grants for some countries (such as with Indonesia, Thailand,
Singapore, Mexico, Uruguay, Ukraine and Czech republic)- by availing the benefit of Favoured
nation’ clauses which automatically attribute to UAE entities any more favourable withholding tax
rates for dividends, interest and royalties that the concerned nations may get with any other
jurisdiction- the best withholding tax rates available on dividends, interest and royalties.
In addition, UAE has 0% tax applicable to :

* dividends, interest, royalties;

* capital gains,

* service fees,

* and other type of income earned in the UAE or from foreign source countries.
Furthermore, UAE has 0%:

* Withholding tax or similar non resident tax on repatriation of income abroad.
* Personal income tax on employment income, fees or carried interest.

It is important to note that only UAE financial free zones (ADGM & DIFC) have the right to exempt their
entities from future federal taxation (such as federal corporate income tax) in addition to the ones from
the Emirate where the entity is located, unlike other free zones.

2. DOUBLE TAX TREATY (“DTT”) APPLICATION TO UAE ENTITIES

PARENT FOREIGN
FOREIGN CO LENDER
A A

UAE

0% UAE withholding Tax on 0% UAE withholding tax on
Dividends, Capital gains & Loans interest & other payments
other payments made to made to foreign lender

foreign shareholder

0% UAE Tax - in residence
state- on Dividends, Capital
gains & other income earned 4—|_> UAE HOLDING
by UAE Company. No VAT or

stamp duty tax on income
from holding activities. A

0% or reduced Foreign withholding Tax - in
source state-, under applicable UAE DTT, on
foreign Dividends, Interest, Capital gains &
other payments made by foreign subsidiary

FOREIGN SUBSIDIARY
WITHIN UAE DTT NETWORK

www.wincoreadvisory.com



http://www.wincoreadvisory.com/

UAE DOUBLE TAX TREATY Page 3

NETWORK

3. LIST OF UAE DOUBLE TAX TREATIES

The UAE is better positioned in average, as of January 2019, than the following major financial centers:
* Hong Kong in term of WHT rate for royalties
* Ireland, Cyprus & Luxembourg in term of number of applicable DTT

* Mauritius & Singapore in term of number of applicable DTT, WHT rate for Dividends/ Interest &
Royalties. Mauritius has 16 in-force DTT & Singapore 7 in Africa against 13 for UAE, plus 16
awaiting ratification or entry into force.

* Netherlands & UK in term of WHT rate for Dividends & Interest

e Switzerland in term of WHT rate for Dividends

UAE GLOBAL DOUBLE TAXTREATY NETWORK

PENDING (19) NOT YET UNDER
IN-FORCE (90) a Ratified by Ratified by RATIFIED NEGOTIATION
both states (6) the UAE (14) (11) (8)

Algeria Mozambique Burundi Benin Angola Malawi
Comoroslands  Senegal Ethiopia Cameroon  Botswana Tanzania
Egypt Seychelles  Mauritania é‘l‘i‘::;”a' Chad
Africa  Gyinea South Africa Gambia Mali
Kenya Sudan Libya Uganda
Mauritius Tunisia Nigeria Zimbabwe
Morocco Rwanda
Middle Jordan Syria Iraq
East Lebanon Yemen Palestine
Azerbaijan Turkmenistan
Ceni.:ral Kazakhstan Tajikistan
Asia
Kyrgyzstan Uzbekistan

a. subject to change.
b. Government Investment Income Tax Agreement only which relates to the dividends/interest/capital gains income of
Governments & their financial or investment institutions.
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UAE GLOBAL DOUBLE TAXTREATY NETWORK

PENDING (19) NOT YET UNDER
IN-FORCE (90) a - Ratified by RATIFIED NEGOTIATION
both states (6) the UAE (14) (11) (8)

Armenia Korea (Rep.) Mongolia
Bangladesh Malaysia Nepal
Brunei Maldives

China (P.R.C.) Pakistan

Asia Georgia Philippines
Hong Kong Singapore
India Sri Lanka
Indonesia Thailand
Japan Vietnam
Antigua and
Caribh Barbados Barbuda
aribbean St. Kitts and
Nevis
Fiji Australia
Oceania
New Zealand
North Canada Bermuda
America
Uruguay Paraguay Argentina Brazil Guyana
Sout.h Venezuela Ecuador Colombia Peru
America -
Suriname
Central Mexico Belize Costa Rica

America Panama

a. subject to change.
b. Government Investment Income Tax Agreement only which relates to the dividends/interest/capital gains income of
Governments & their financial or investment institutions.
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UAE GLOBAL DOUBLE TAXTREATY NETWORK

PENDING (19) NOT YET UNDER
IN-FORCE (90)a Ratified by both | Ratified by RATIFIED NEGOTIATION
states (6) the UAE (14) (11) (8)

Albania Lithuania San Marino Guernsey
Andorra Luxembourg
Belarus Macedonia
Belgium Malta
Bosnia & Moldova
Herzegovina
Bulgaria Montenegro
Croatia Netherlands
Cyprus Poland
Czech Republic Portugal
Estonia Romania
Europe Finland Russia b
France Serbia
Germany Slovakia
Greece Slovenia
Hungary Spain
Ireland Switzerland
Italy Ukraine
Jersey Turkey
Kosovo Portugal
Latvia United
Kingdom

Liechtenstein

a. subject to change.
b. Government Investment Income Tax Agreement only which relates to the dividends/interest/capital gains income of
Governments & their financial or investment institutions.
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DTT1

Central
America
DTT 2

North America

o 1
Caribbean
. DTT1 )
» ’ Middle East
rmmmmmooos | : DTT5 —,} o 1
1 S
Africa "~ Oceania
e DTT 13 DTT2
1 \
South America

DTT 2

)r

Keys: All information is subject to change.

[0 In-force (applies to government investments only
I In Force

[ | Pending
[l signed but not yet ratified
[ No double tax treaty
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4. UAE DOUBLE TAX TREATY NETWORK RATES

COUNTRY

DIVIDENDS

ROYALTIES

Page 7

CAPITAL GAINS- SALE
OF SHARES WITH UAE

Albania

Algeria
Andorra
Armenia
Austria

Azerbaijan
Bangladesh

Barbados

Belarus
Belgium
Bosnia and
Herzegovina

Brunei

Bulgaria
Canada

China (P.R.C.)

Comoro Islands
Croatia
Cyprus

Czech Republic
Ecuador

Egypt

Estonia

Fiji

Finland

France
Georgia
Germany
Greece
Guinea (Conakry)
Hong Kong
Hungary

India

Indonesia

DOMESTIC
15

15

10
27.5
10

20

0/15/25

12
30

5

0
5

25

10

10
12
0

15/35
0/102
5/10

0

9

20
15/30/752

5

25

15

20

UAE DTT

0/5/10
SAME*

0 BEST DTT
0
3
0

10

5/10 BEST
DTT

0

5/10 SAME*
5/10

5/10 SAME*

0

5

5/10/15
SAME*

7

0 BEST DTT
5
0

51
10 SAME*
0
0
0 BEST DTT
0
0
0
5/10/15
5
0 BEST DTT
0/5 SAME*
0
0/10 SAME*
5/103

INTEREST
DOMESTIC  UAE DTT
15 0
10/40 0
0 0
0/10 0
0 0
10 7
20 10
0/15 0
0/10 5
30 5
10 0
2.5
10 2
0/25 10
10 7
10 0
15 5
0 0
15/35 01
22/352 10
0/20 10
0 0
10 0
0/20 0
0/752 0
5/152 0
0/25 0
15 5
10 0
0 5
0 0
20 5/12.5
20 53

DOMESTIC UAE DTT

15 5
4.8/24 10
5 0
10 5
20 0
14 5/10
20 10
15 0
15 5/10
30 5
10 5
10 5
10 5
25 0/10
10 10
10
15
5/10
15/35 101
22/352 10/15
20 10
10 0
15 10
20 0
33.33/752 0
5/152 0
15 10
20 10
15 0
4.95 4.95/5
0 0
10 10
20 5
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0

0
0 domestic rate

0

0 domestic rate

0
0

Lower domestic rate

0
0
0 domestic rate

0

0

0 domestic rate
0

0 domestic rate
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0
0
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0
0 domestic rate
0 domestic rate
Lower domestic rate
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OF SHARES WITH UAE

Ireland
Italy
Japan
Jersey
Jordan
Kazakhstan

Kenya

Korea (R.O.K.)

Kosovo
Kyrgyzstan
Latvia
Lebanon
Liechtenstein
Lithuania
Liechtenstein
Lithuania

Luxembourg

Macedonia (FYR)

Malaysia
Maldives
Mali

Malta
Mauritius
Mexico
Moldova
Montenegro
Morocco
Mozambique
Netherlands
New Zealand
Nigeria
Pakistan
Panama

Philippines

DOMESTIC

20
1.2/26
15/20
0
0
15/202
10
20
0
10
0/202
10

0/152

0/152

15
10/20
15
0/15/30
0/7.5/10

12.5
5/10/20
15/30

INTEREST
UAE DTT DOMESTIC UAE DTT
0 0/20 0 20
5/15 12.5/26 0 30
5/10 20 10 20
0 0 0 0
0/7 SAME* 10 7 10
5 15/202 10 15/202
5 BESTDTT  15/25 10 20
5/10 SAME*  14/20 10 20
0/5 SAME* 10 5 10
0 10 0 10
0 0/152 2.5 0/152
03 BESTDTT 5/10 03 7.5
0 0 0 0
0/5 SAME* 10 0 10
0 0 0 0
0/5 SAME* 10 0 10
5/10 0 0 0
5 10 5 10
0 15 5 10
0 0 0 10
N/A 10/13 N/A  17.5
0 0 0 0
0 0/15 0 0/15
0 4.9/10/15/21/35/a02 4. 9/10 25/35/402
5 12 6 12
5/10 SAME* 9 10 9
5/10 SAME* 10 10 10
0 BEST DTT 20 0 20
5/10 0 0 0
15 0/15 10 15
7.5 0/7.5/10 7.5 7.5/10
10/15 10 10 15
5 5/12.5 5 12.5
10/15 SAME* 10/20/30 10 30
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DOMESTIC UAE DTT

0 0 domestic rate
10 0
10 0
0 0
10 0
10 0
10 0
0 0
0 0
5 0
5 0 domestic rate
0/53 0
0
5
0 0
5 0 domestic rate
0 0 domestic rate
5 0
10 0 domestic rate
0 0 domestic rate
N/A
0 0
0 0 domestic rate
103 Lower domestic rate
6 0
5/10 0
10 0
0/5 0
0 0 domestic rate
10 0 domestic rate
7.5
12 0
5 0
10 0
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CAPITAL GAINS- SALE

COUNTRY DIVIDENDS INTEREST ROYALTIES OF SHARES WITH UAE

DOMESTIC UAE DTT DOMESTIC UAE DTT DOMESTIC UAE DTT

Poland 19 5 20 5 20 5 0

Portugal 25/352 5/15 25/352 10 25/352 5 0

Romania 5 3 16 3 16 3 0

Russia4 15 Govirr:;nent 20 Ge(:]\;e;:lr; 20 Goveorr:;nent Lower domestic rate
Saudi Arabia 5 5 SAME* 5 0 15 10 0

Senegal 10 5 16 5 20 5 0

Serbia 20/252 5/10 SAME* 20/252 10 20/252 10

Seychelles 15 0 15 0 15 5 0 domestic rate
Singapore 0 03 15 03 10 53 0 domestic rate
Slovakia 352 0 19/352 10 19/352 10 0

Slovenia 15 5 15 5 15 5 0 domestic rate
South Africa 20 5/10 SAME* 15 10 15 10 0

Spain 19 5/15 19 0 24 0 0

Sri Lanka 14 10 20 10 20 10 0 domestic rate
St. Kitts and Nevis 15 0 15 0 15 0

Sudan 0/1 0 7 0 15 5 0
Switzerland 35 5/15 0 0 0 0 0 domestic rate
Syria 0 0 7.5 10 7 18 Lower domestic rate
Tajikistan 12 0 12 0 15 10 0

Thailand 10 5/103 SAME* 15 10/153 15 15 0

Tunisia 5/252 0 5/20/252 10 15/252 7.5 0

Turkey 15 10/12 10 10 20 10 0
Turkmenistan 15 0 15 0 15 10 0

Ukraine 15 0/53 SAME* 15 0/33 15 0/103 0
United Kingdom 0 0 20 0/20 20 0 0
Uruguay 7 5/73 SAME*  7/12/252 10 12/252 5/10 0
Uzbekistan 10 5/15 SAME* 10 10 20 10 0
Venezuela 34 5/10 34 10 34 10 0

Vietnam 0 0/5/15 SAME* 5 10 10 10 lower domestic rate
Yemen 0 0 10 0 10 10 lower domestic rate

1. A ‘favoured nation’ clause is included: any more favourable treaty WHT rate concluded with another country will automatically apply to the UAE treaty.
2. The highest WHT rate may apply on payments made to residents of countries that are non-cooperative, blacklisted, or considered to be tax havens.
3. A ‘favoured nation’ clause is included: any more favourable treaty WHT rate concluded with another GCC country will automatically apply to the UAE
treaty.
4. Government Investment Income Tax Agreement only. 5. It is assumed that the corporate entity meets the minimum/ maximum ownership requirements
and holding periods.
:Best available WHT under DTT :Zero WHT under DTT SAME*: Same as main holding jurisdictions

www.wincoreadvisory.com
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5. UAE DOUBLE TAX TREATY NETWORK IN AFRICA

The UAE has become a hub for investors doing business in Africa supported by a fast growing African
double tax treaty network.

Mauritius has 16 in-force double tax treaties against 17 for Singapore. Whilst the UAE has 13 in-force
double tax treaties plus 16 double tax treaties awaiting ratification or entry into force.

tow, !

West:
Sa

Mauritania

The Gambia——:Q

Guinea - Bissau—

9 Libya

Mali

4

Ethiopia

— Djibouti

Benin =~
Nigeria

alia 9
Seychelles

L
Tanzania '

Comoros

9Mauritius
1Y

Keys: All information is subject to change.

[ In Force

Pending

Under negotiation
[l No double tax treaty

9 Treaty with both Singapore and Mauritius
9 Treaty with Singapore only
9 Treaty with Mauritius only
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6. UAE TAX RESIDENCY CERTIFICATE (“TRC")

UAE companies to benefit of DTT will need to provide the tax authority of the income source
country with a TRC evidencing its UAE tax residence:

* TRC can be obtained through the UAE Ministry of Finance (“MOF”)
(https://www.mof.gov.ae/en/mservices/Corporate/VTAX/Pages/tax.aspx ) by companies of at
least one year old, while Individuals need to have been resident in the UAE for at least 183 days,
unless if interim audited financial statements are available.

* Companies need to provide a specific set of documents to obtain a UAE TRC, within 10days in
general, such as UAE residency of manager / director or shareholders, locally audited financial
statements for the application period, 6 months local bank statements during same period, Tax
treaty application form from the source country requiring the TRC, leased office space (Ejari)
with a fee of AED10,100.

* The MoF has signed Memoranda of Understanding (“MoUs”)? on transparency in information
exchange on tax matters, as per OECD requirements, with the following free zones: DIFC,
ADGM, DMCC, JAFZA, RAK FTZ, RAKIA, Fujairah  FZA, and UAQFTZA.
(https://www.mof.gov.ae/en/StrategicPartnerships/DoubleTaxtionAgreements/Pages/Informat
ionExchange.aspx).

* Individuals need to provide a specific set of documents to obtain a UAE TRC, within 10days in
general, such as UAE residency, tenancy contract (Ejari) bank statements for at least 6 months for
the application period, source of income, sponsor certificate stating individual activity &
income source, report from the GDRFA showing number of days the resident spent in UAE (Exit
& Entry report) with a fee of AED2,100.

7. VAT EXPOSURE FOR UAE HOLDING COMPANIES

Companies and individuals engaged in any business activity with a turnover exceeding AED 375,000
(USD 100,000) are required to register for VAT in the UAE (mandatory VAT registration threshold)
while a voluntary VAT registration is allowed to companies with an annual taxable turnover of at
least AED 187,500 (USD 50,000).

An UAE holding company that earns exclusively capital gains and dividends income:

* would not be making any taxable supplies (most supplies of goods and services to which VAT
applies at 5% or 0% rate) — no out put VAT on sales would be collected-,

* hence would not be required to register for VAT, &
* consequently would not be able to recover input VAT (VAT incurred on business expenditure).

However if the holding company makes taxable supplies to its UAE or foreign subsidiaries (e.g.
interest on shareholder loans or services provided to foreign subsidiaries subject to 0% VAT), it would
be able to recover full input VAT.

www.wincoreadvisory.com
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8. ECONOMIC SUBSTANCE REGULATIONS - BEPS RELATED DTT ACTIONS

BASIS EROSION PROFIT SHIFTING Rules to counter tax avoidance & treaty shopping by granting DTT
benefits in alignment of taxation and substance through fulfiiment of Limitation of Benefits (“LOB”)
test and/or Principal Purpose Test (“PPT”) . The UAE has elected a substance approach by opting for a
PPT to grant DTT relief (PPT is a general anti-abuse rule which denies DTT benefits where one of the
main purposes of a transaction or arrangement is to access the DTTs & obtain DTTs relief. An
appropriate operational substance, in addition to meeting the minimum substance and procedural
requirements set by both contracting countries, supporting a principal commercial purpose will be
required).

On April 30, 2019, the United Arab Emirates has promulgated the regulations on economic
substance, Cabinet of Ministers resolution No 31 of 30t April 2019, which will apply to UAE
onshore, Free Zone and offshore companies that operate and generate income from relevant
activities (to comply with EU’s requirements to be removed from the list of non-cooperative tax
nations) which include the following: Banking - investment fund management - holding company -
headquarters business - intellectual property -insurance and lease-finance — shipping -distribution
and services centre.

The Regulations were followed by a guidance issued under Ministerial Decision 215 of September
2019, Cabinet resolution No 58 of 4th September 2019 and a Cabinet of Ministers Resolution No.57
of 10t August 2020.

The Economic Substance Test requires a Licensee to demonstrate 3 main conditions:
* The Licensee and Relevant Activity are being directed and managed in the UAE, and

* The relevant Core Income Generating Activities (CIGAs) are being conducted in the UAE,
and

* The Licensee has in the UAE adequate number of qualified full-time employees physically
present in UAE (in relation to each activity), premises, and operating expenditure incurred
by it.

FACT SHEET ESR NEW COMPULSORY COMPLIANCE

However, pure equity Holding companies (that only hold equity interests and earn dividends and capital
gains from them) are subject to reduced substance requirements: A holding company will only need to
have adequate employees and physical assets (e.g. premises) in the UAE for holding and managing its
business and will not be required:

v To be “directed and managed” in the UAE (unless otherwise provided for under the rules and
regulations of any Regulatory Authority’s).

v' To carry out a CIGA in the UAE.
v' To have or demonstrate adequate expenditure in the UAE.

Globally, the holding company seeking to claim DTT benefits should have an adequate operational
substance in the UAE, in addition to the MOF minimum substance & procedural requirements,
supporting its principal commercial purpose.

www.wincoreadvisory.com
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Ler's GET IN TOUCH

As a registered tax & corporate service provider
Wincore shall assist you in the structuring or
restructuring of your company (ies) or Group:

1. Assessing your current or proposed
structuring or restructuring.

2. Assisting you in optimising your tax and
governance planning.

3. Assisting  you in  structuring or
restructuring your entities.

Mohammed Rahali

Tax Services Partner
T:+971(0) 551389591
m.rahali@wincoreadvisory.com

Chinwe Azikiwe

Senior Business Advisor
T:4971(0) 5063008 21
c.azikiwe@wincoreadvisory.com

Maricar Caluracan

Senior Business Advisor
T:4971(0)58 1051553
m.caluracan@wincoreadvisory.com

ABOUT WINCORE ADVISORY GROUP

Wincore Advisory Group is a multi-disciplinary aggregate of tax planning, corporate services, corporate finance and wealth structuring
advisory services provider. Our group was founded by prior executives and directors of major banks, trust, CSP and law firms to provide
unmatched on-the-ground competences in the Middle East, Africa, US and Europe.

Under a private and independent ownership, our goal and commitment is to provide high quality pragmatic, confidential, flexible and efficient
solutions to address our clientele’s specific needs in the fast-moving international business and tax law environment.

Our corporate, finance and tax structuring team comprises multidisciplinary experts who have gained significant experience in the GCC, Africa
and Europe in large and reputable international firms and financial institutions.

To keep pace with the changing international marketplace, we also continuously work to strengthen our international networks to deliver
seamless and first-class services.

Disclaimer

It is not intended as an offer or solicitation for business to anyone in any jurisdiction. It is not intended for distribution to anyone located in or resident in
jurisdictions which restrict the distribution of this document. It shall not be copied, reproduced, transmitted or further distributed by any recipient without the
prior written consent of Wincore Advisory Group DMCC (“Wincore”). The information contained in this document is of a general nature only. It is not meant to
be comprehensive and does not constitute financial, legal, tax or other professional advice. You should not act upon the information contained in this
publication without obtaining specific professional advice. Whilst every care has been taken in preparing this document, Wincore makes no guarantee,
representation or warranty (expressed or implied) as to its accuracy or completeness, and under no circumstances will Wincore be liable for any loss caused by
reliance on any opinion or statement made in this document. Except as specifically indicated, the opinions expressed are those of Wincore only and are
subject to change without notice.
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