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Conditions for applying a 0% corporate 
tax rate for Free Zone residents

Qualifying Free Zone person Qualifying income

Any income other than income from excluded 

activities, if the residents of the Free Zone are 

beneficial recipients of goods/services

From qualifying activities

Income derived from qualifying 

intellectual property

Other income not exceeding de 

minimis threshold

OTHER CONDITIONS:

Substance requirements

De minimis requirements

Respect of transfer pricing rules 

Audit of financial statements

No application was submitted to be 

subject to the regular corporate

tax regime

Presence of documents confirming 

the above conditions have been met

• Holding shares or other securities for 

investment purposes

• Distribution of goods or materials in or from a 

designated zone

• Trading of qualifying commodities

• Headquarter services to related parties

• Treasury and financing services to related 

parties

• Ownership, management, and operation of 

ships

• Logistics services

• Reinsurance services

• Fund management services

• Financing and leasing of aircrafts

• Any activities that are ancillary to the 

Qualifying Activities 

NB! Unless all respective conditions are met, 

the company is not entitled to apply a 0% 

corporate tax rate for the current and next 4 

tax periods
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Procedure for determining the applicable 
corporate tax rate

Step 1 Step 2 Step 3 Step 4

Analysis of the company's 

income/planned income to 

determine if it is qualifying

(allocation of qualifying / non-

qualifying income)

Calculation of de 

minimis threshold for 

non-qualifying

income

Substance analysis (level 

of presence / activity) and 

whether the level is 

adequate for each 

qualifying income

Reviewing the remaining 

conditions for recognising a 

company as a qualifying Free 

Zone resident (no general tax 

regime application, audited 

financial statements, compliance 

with TP rules, documents 

confirming that the conditions to be 

recognised as a qualifying Free 

Zone resident are met)

Does the company have 

qualifying income?

Is the de minimis 

threshold met?

Compliance with substance 

requirements

Other conditions met?

Corporate tax rate: 9% Corporate tax rate: 0%

YES

NO NO

YES

YES

NO

NO

YES
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Limitations and comments

The information provided herein is general in nature and should not be considered as applying to the specific circumstances 

of any person or organisation

The information provided herein cannot be used for analysis or comparison purposes

The information provided herein should not be used to make management or business decisions; each transaction should 

be analysed in detail in order to study respective tax implications and risks

The information provided herein has been condensed for illustrative purposes and is not complete

When implementing the information set forth hereto, a detailed analysis of each individual situation should be performed

Tax rates and the specifics of applying legislation may differ, depending on individual circumstances and effective legislation

We always strive to provide timely and accurate information, however, we cannot guarantee that such information will be 

correspondingly accurate at the time of receipt or will remain correspondingly accurate in the future

The information provided herein is based on the provisions of legislation in effect at the time of preparation and available 

practice related to its application, amendments to which may have a retroactive effect and significantly impact the 

completeness and applicability of the information provided hereto 

The interpretation of legislation by officials in the UAE may differ and depend on their release of additional explanations 

from government agencies.
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Disclaimer

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavor to provide accurate 

and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on 

such information without appropriate professional advice after a thorough examination of the particular situation.

Some or all of the services described herein may not be permissible for audit clients and their affiliates or related entities. 
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