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In brief In this issue

We are pleased to present our MENA Quarterly Tax Update, a comprehensive
overview of the latest tax developments and regulatory changes in the Middle East

and North Africa (MENA) region. This update aims to keep you informed about key " bnef.

tax updates that may impact your business operations and help you stay compliant In deta

with the evolving tax landscape. In this update, we outline the key developments in Direct Tax
direct tax, indirect tax and tax procedures in key markets in the Middle East. Indirect Tax

Tax Procedures

In detalil

Direct Tax
UAE

* Economic Substance Regulations (ESR) — On 2 October 2024, the Ministry of Finance released Cabinet Decision No. 98
of 2024, restricting the application of the ESR. Businesses with accounting periods starting on or after 1 January 2023 are
no longer required to file a UAE economic substance notification and/or report. Our update is available here.

* Corporate Tax (CT) — On 28 October 2024, the Ministry of Finance released Ministerial Decision No. 261 of 2024 on
Unincorporated Partnerships, Foreign Partnerships, and Family Foundations (available here). This document outlines the
regulations and guidelines for unincorporated partnerships, foreign partnerships, and family foundations under the Federal
Decree. It provides detailed information on the legal and tax implications for these entities.

o Domestic partnerships: There are revised tax transparency conditions, updated requirements and guidance on
irrevocable elections.

o Foreign partnerships: The Decision mainly expands on the updated treatment of foreign partnerships, aligning
the UAE CT treatment of foreign partnerships with their treatment in their foreign jurisdictions.

* CT-0n 10 December 2024, the Ministry of Finance issued Ministerial Decision No. 301 and 302 of 2024 on Tax Groups
and the Participation Exemption and Foreign Permanent Establishment Exemption respectively.

o Tax Groups: Ministerial Decision No. 301 of 2024 made a number of changes to the treatment of tax group.
These changes include, amongst others, there no longer being a requirement for foreign juridical persons,
classified as UAE tax residents, to provide detailed documentation on their overseas tax status. Secondly, pre-
grouping tax losses and pre-grouping carried forward next interest expenditure must be fully utilised against any
taxable income before any amount can be carried forward to the next accounting period. Foreign tax credit can
now be offset against the taxable income of the group, and new members with unutilised losses must have a
computation of its attributable income calculated. Ministerial Decision No. 301 of 2024 repeals the previous
decision (Ministerial Decision No. 125 of 2023) however it is only effective from 1 January 2025.

o Participation exemption and foreign permanent establishment exemption: Ministerial Decision No. 302 of
2024 made a number of changes and clarifications. The key takeaways include new definitions for foreign
permanent establishments, enhanced rules surrounding transfer of ownership interests, and new rules for
determining exemption eligibility. Further amendments announced include clarification to the subject to tax test to

© 2025 Baker & McKenzie | 1


https://insightplus.bakermckenzie.com/bm/tax/united-arab-emirates-grace-period-for-administrative-penalties-on-tax-records-ppdates
https://mof.gov.ae/wp-content/uploads/2024/11/Ministerial-Decision-No-261-of-2024-on-Unincorporated-Partnership-Foreign-Partnership-and-Family-Foundation-for-the-Purposes-of-Federal-Decree.pdf

MENA: Quarterly Tax Update
(October 2024 to January 2025)

align with previous issued guides from the Federal Tax Authority. As with Ministerial Decision No. 301 of 2024,
Ministerial Decision No. 302 of 2024 repeals the previous decision (Ministerial Decision No. 116 of 2023) however
it is only effective from 1 January 2025.

* CT guides — On 11 November 2024, the Federal Tax Authority (FTA) released the Corporate Tax Returns Guide,
CTGTXR1 (available here). This guide provides comprehensive instructions on how to file corporate tax returns. It includes
details on the required documentation, filing deadlines, and compliance requirements to ensure accurate and timely
submission of tax returns. This Guide is crucial for all Taxable Persons in the UAE, including natural persons conducting
Business or Business Activity, juridical persons, Qualifying Free Zone Persons, and Tax Groups.

* OECD Pillar Two - On 9 December 2024, the Ministry of Finance issued a press release (available here) which contains
updates in relation to certain provisions of Federal Decree-Law No. 47 of 2022 on the Taxation of Corporations and
Businesses. The press release outlines two key updates concerning the introduction of a Domestic Minimum Top-Up Tax
(DMTT) throughout the UAE, and corporate tax incentives:

. DMTT - Following the issuance of Federal Decree-Law No. 60 of 2023, the DMTT will be effective in the UAE for financial
years starting on or after 1 January 2025 in line with the OECD's Pillar Two framework. The Pillar Two rules require large
multinational enterprises (MNEs) to pay a minimum effective tax rate of 15% on profits in every country where they operate.
The DMTT will apply to multinational enterprises operating in the UAE with consolidated global revenues of EUR 750 million
or more in at least two out of the four financial years immediately preceding the financial year in which the DMTT applies.
According to the press release, the UAE's implementation of the DMTT will closely align with the OECD's GloBE Model
Rules. Lastly, the press release states that further details on this legislation will be issued by the Ministry of Finance in due
course.

* CT incentives - According to the press release, the Ministry of Finance is currently considering the introduction of the
following Corporate Tax Incentives under Federal Decree-Law No. 47 of 2022. To encourage Research and Development
(R&D) activities, foster innovation and economic growth within the UAE, a R&D Tax Incentive is being considered. Based on
feedback received during public consultations conducted in April 2024, the proposed incentive is expected to take effect for
tax periods starting on or after 1 January 2026. The R&D tax incentive will be expenditure-based, offering a potential 30-
50% tax credit and will be refundable depending on the revenue and number of employees of the business in the UAE
Lastly, the release states that the scope of Qualifying R&D activities will be aligned to the OECD's Frascati Manual
guidelines and will be required to be conducted within the UAE.

Bahrain

* OECD Pillar Two - Bahrain has recently enacted the Decree-Law No. 11 of 2024 Regarding the Implementation of Tax on
Multinational Enterprises (unofficial English translation available here) enacting a 15% DMTT on MNEs operating in
Bahrain whose annual revenues exceed EUR 750 million as of 1 January 2025 in two of the last four fiscal years. Shortly
after, the Decision No. 172 of 2024 issuing the Executive Regulations for Decree-Law No. 11 of 2024 has been published
(unofficial English translation available here).

* A Filing Constituent Entity must apply for registration with the National Bureau of Revenue (NBR) on behalf of Group
Entities located in Bahrain in accordance with the following timelines:

o No later than 30 January 2025 where the Revenue Test is met for two of the four Fiscal Years immediately
preceding 1 January 2025; or

o In all other cases, no later than 120 days from the beginning of the Fiscal Year in respect of which the Group
Entities located in Bahrain come within the scope of the DMTT Law.

Kuwait

* OECD Pillar Two — On 31 December 2024, the Decree-Law No. 157 of 2024 regarding Tax on Multinational Enterprises
was published in the official gazette of Kuwait (available here in Arabic only). The new law introduces a 15% DMTT on
MNEs operating in Kuwait with annual consolidated global revenues of at least EUR 750 million in at least two of the last
four years, aligning with the OECD GloBE Model Rules. Effective from financial years starting on or after 1 January 2025,
entities subject to the DMTT will be exempt from existing domestic taxes such as Income Tax (including Kuwait mainland
and Kuwait-Saudi Arabia Neutral Zone), Zakat, and National Labour Support Tax (NLST). The law does not include an
Income Inclusion Rule (IIR) or an UTPR, nor does it address the imposition of a broader Business Profit Tax as previously
proposed by Kuwait. No implementing regulations have been issued to this date.
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Oman

Qatar

OECD Pillar Two — On 31 December 2024, Oman issued Royal Decree No. 70 of 2024 (available here) which was
published in the official gazette on 5 January 2025 and became effective on 1 January 2025. The key takeaway from
Oman's Pillar Two regulations is that Oman has introduced an Income Inclusion Rule (lIR) rather than a DMTT. This means
Oman has the ability to capture the whole group as tax will be imposed on parent entities in Oman that have beneficial
interests in low-taxed foreign constituent entities on the profits of those foreign entities. This could create a significant
impact on Omani headed group's with operations in non-tax jurisdictions.

OECD Pillar Two — On 4 December 2024, Qatar's Council of Ministers approved the draft law amending certain provisions
of Law No. 24 of 2018 on Income Tax Law. Later that month, the Shura Council approved the law (available here). The
amendments include the introduction of a Qualifying Domestic Minimum Top-up Tax (QDMTT). Full details around the new
rules are yet to be released.

Indirect Tax

UAE

KSA

Baker

VAT - On 30 October 2024, The UAE government issued Federal Decree-Law No. 16 of 2024, which amends certain
provisions of the VAT Law, and Federal Decree-Law No. 17 of 2024, which amends specific provisions of the Tax
Procedures Law in relation to e-invoicing. Our update is available here.

VAT - On 1 November 2024, the FTA issued the Decision No. 8 of 2024 on Mechanism for Correction of Error or Omission
in the Tax Return Submitted to the Federal Tax Authority for VAT (available here). This key VAT decision, stipulates that
any error or omission in the VAT return which ultimately makes no difference to the tax payable can now be amended and
corrected through the submission of a Voluntary Disclosure.

VAT - On 10 January 2025, the Ministry of Finance published Cabinet Decision No. 172 of 2024 on the Reverse Charge
Mechanisms for Precious Metals and Stones (available here). This decision outlines the implementation of the reverse
charge mechanism for precious metals and stones and will come into effect on 25 February 2025. The reverse charge
mechanism aims to streamline tax processes and enhance compliance within the industry by shifting the responsibility of
VAT payment from the supplier to the buyer. This mechanism is expected to reduce tax evasion and improve the efficiency
of tax collection.

VAT — On 14 January 2025, the FTA published the VAT Public Clarification On Crypto Currency Mining — VATP039
(available here). This document discusses the tax implications and regulations surrounding cryptocurrency mining
activities. It provides guidance on compliance and reporting requirements for individuals and businesses involved in crypto
mining, ensuring they adhere to the relevant tax laws and regulations. It also contains helpful definitions on what the FTA
define as crypto currency, and mining, amongst other key terms. The Clarification crucially outlines that Input VAT on
expenses incurred during personal mining is not Input VAT on expenses incurred for mining services provided to others
can be recovered, provided it has direct nexus with taxable supplies and proper documentation is maintained.

VAT - On 15 November 2024, the FTA released an updated list of charities that may recover input tax for the purposes of
Federal Decree-Law No.8 of 2017 on VAT (available here).

VAT - On 2 October 2024, significant changes to the UAE VAT Executive Regulations were announced through its Cabinet
Decision (100) of 2024, effective from 15 November 2024. Our update is available here, where we summarise key changes
for funds and fund managers, the inclusion of a "virtual asset" definition and exemption, consistent input tax recovery on
medical health insurance for all taxpayers, zero-rating of export of services, no requirement to obtain exit certificates to
support export of goods, zero-rating of goods and services in connection with a means of transport, voluntary registration
requirements, exceptions to the definition of Supply, definition of hotel apartments expanded in relation to residential
buildings, tax deregistration and cancellation of tax registrations, amongst others.

VAT - On 19 November 2024, the Zakat, Tax and Customs Authority (ZATCA) released comprehensive guidelines for
Examination, Evaluation, Correction and Appeals of ZATCA Decisions related to VAT (available here in Arabic only). The
Key aspects of these new guidelines are set out as follows:
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o Firstly, businesses will now receive a 20-day notice before an audit, except in cases where non-compliance is
suspected. Additionally, auditors are now permitted to conduct on-site visits to review all crucial documents,
including bank statements, VAT returns, and invoices.

o If there are any mistakes valued under SAR 15,000, customers can self-correct these using future VAT returns.
However, for errors exceeding that amount, you must report it to ZATCA within 20 days.

o Moreover, businesses now have the option to appeal ZATCA's decisions either through intemal committees or by
escalating the case to the Primary VAT Committee. It's also essential to be aware that penalties for non-
compliance can now reach up to 25% of the unpaid VAT, which includes delayed payments, incorrect filings, or
late registration.

o Lastly, and most importantly, ZATCA has introduced a joint liability for the payment of tax and any amount due
as a result of VAT violation. This joint liability could apply to tax or legal advisors who intentionally participated in
violating any obligations under the KSA VAT framework.

* Real Estate Transaction Tax (RETT) — The Kingdom of Saudi Arabia (KSA) has introduced the Real Estate Transaction
Tax (RETT) Law through Royal Decree No. M/84, issued on 22 September 2024, published in the Official Gazette on 11
October 2024 (available here), and the Council of Ministers Decision No. 239, dated 17 September 2024. This represents a
significant regulatory milestone. The legislation will come into effect 180 days after its publication and is set to include some
additional key exemptions. Additionally, the Regulations under the RETT Law are to be issued within the same 180-day
period and are anticipated to replace the existing RETT Implementing Regulations.

* On 1 January 2025, ZATCA issued a further update of note is a new circular detailing the RETT treatment pertaining to
Build, Own, Operate and Transfer (BOOT) contracts (available here only in Arabic).

Tax Procedures
UAE

*  Procedure — On 6 November 2024, the FTA released the Tax Procedures Public Clarification on the Grace period to
update information in tax records — TAXP0O7. This document details the conditions under which taxpayers can amend their
records without incurring penalties and the procedure for making corrections. The grace period provided by the FTA
extends from 1 January 2024 to 31 March 2025. Our update available here.

*  Procedure — On 13 November 2024, the FTA released the Tax Procedure Public Clarification on Tax Assessment Review
— TAXPO0O08. This document provides an overview of the tax assessment review process. It includes guidelines on how to
conduct a tax assessment review, the criteria for assessment, and the steps involved in resolving any discrepancies
identified during the review. Our update available here.

. Procedure — On 18 November 2024, the FTA released the Tax Procedures Guide on Private Clarifications — TPGC1
(available here). This publication offers detailed information on the process for obtaining private clarifications from the tax
authority. It explains the procedures, requirements, and timelines for submitting requests for clarifications on specific tax
matters.

*  Procedure — On 31 December 2024, the FTA published the User Guide on Rageeb: Whistleblower Programme for Tax
Violations and Evasion — USEGWBH1 (available here). The document provide insightful details on the Rageeb program,
designed to encourage reporting non-compliant business activities that are related to the UAE Excise Tax, VAT and CT.

KSA

*  Procedure — On 1 January 2025, the ZATCA published a Simplified Guide on Cancellation of Fines and Exemption of
Financial Penalties (available here). The Tax Amnesty Initiative, first announced by ZATCA in 2022, has been extended
once again to cover the period 1 January 2025 to 30 June 2025.

*hkkkk

Dania Nugali, Counsel, has contributed to this legal update.
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