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Small Business Relief under UAE Corporate Tax (“CT”) Law
Background
The UAE’s Ministry of Finance (“MOF”) has issued Ministerial Decision No. 73 of 2023 (“the Decision”) on Small
Business Relief (the “Relief”) for the purposes of Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations
and Businesses (the “Corporate Tax Law”), to support the start-ups and other Small or Micro Enterprises (“SMEs”), with
an intent to reduce tax and compliance burden.

The Decision is issued in accordance with Article 21 of the Corporate Tax Law, which treats the taxable person as not
having derived any taxable income in a given tax period, where the revenue did not exceed a prescribed threshold.

The threshold and other conditions for the said Relief are summarized below:

Taxable person

Threshold:

Determination of revenue

Ineligibility:

Voluntary opting-out:

Anti-abuse mechanism:
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● The Relief is available to tax payers who are ‘resident’ for the Corporate Tax purposes.

● The Relief is available to resident taxpayers having revenues equal to or less than AED 3 million in the given
and previous tax period.

● Further, the said threshold would apply effectively for 3 tax periods, starting on or after 1st June 2023 and
ending on or before 31st December 2026.

● The revenue threshold can be determined based on applicable accounting standards accepted in the UAE.

● The Relief is not available to (i) Free Zone Persons opting for Qualifying Free Zone benefit and (ii) to the
members of the multinational enterprise (“MNE”) groups - which have consolidated revenues of more than AED
3.15 billion.

● The resident taxpayers have the option to opt-out of the Relief scheme. In such cases, the said taxpayers would
be allowed to carry forward the losses and disallowed net interest expenditure incurred in such tax period(s), for
use in future tax periods in which the Relief is not elected.

● The Decision highlights that in case the Federal Tax Authority (“FTA”) establishes that the tax payer has artificial
segmented its operation into two or more separate businesses in such a way that on standalone basis,
individual businesses qualify for the relief, such an arrangement would be considered as an arrangement to
obtain ‘corporate tax advantage’ under the General Anti Avoidance Rule (“GAAR”) provisions of the Corporate
Tax Law, and accordingly the consequences would arise.
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● The Relief shall definitely help the start-ups and SMEs sector, which are significant part of UAE’s Economy, to
reduce their overall tax and compliance burden.

● However, businesses should carefully opt-in or opt-out of the Relief scheme depending on the following aspects:
− Losses in the given tax period and potential profits in subsequent tax periods

− 0% Corporate tax benefit for the Free Zone entities and related conditions

− Beneficial provisions in relation to (i) transfer of losses within the Qualifying Group and (ii) Business
Restructuring Relief
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