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Dear Valued Member,

This letter sets out certain obligations that every entity in the UAE (including those set up in free
zones such as Shams) needs to assess and comply with on an annual basis, under the Economic

Substance Regulations (ESR) issued by the UAE. Failure to comply may attract penal consequences.

As part of the UAE’s commitment as a member of the OECD Inclusive Framework, and in response
to an assessment of the UAE’s tax framework by the European Union Code of Conduct Group on
Business Taxation, the UAE issued Economic Substance Regulations (Cabinet of Ministers Resolution

No. 31 of 2019), (the “Regulations”) on 30 April 2019.

Guidance on the application of the Regulations was issued on 11 September 2019 (Ministerial
Decision No. 215 of 2019), and Cabinet Decision No. 58/2019 on the Determination of Regulatory
Competencies lists the Regulatory Authorities tasked with the administration and enforcement of
the Regulations. Amendments to the Regulations were made by Cabinet of Ministers Resolution No.
(57) of 2020 on 10 August 2020, and updated Guidance was issued on 19 August 2020 (Ministerial
Decision No. 100 of 2020).

The Regulations require all entities in the UAE (whether registered in UAE mainland or in one of the
free zones, including Shams) that carry on a “relevant activity” to undertake annual notification/

report filing, as applicable. The “relevant activities” are as follows:

Banking Business

Insurance Business

Investment Fund management Business
Lease - Finance Business

Headquarters Business

Shipping Business

Holding Company Business

Intellectual Property Business
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Distribution and Service Centre Business

For more details, please refer to the UAE ESR-related documents available on the following links

and on the Shams website:

o Cabinet Resolution No 57 of 2020

o Ministerial Decision 100 of 2020

o Economic Substance UAE Economic Substance Flowchart

° Relevant Activities Summary
Updated FAQs
Notice regarding ESR Filing Requirements and Deadlines

UAE Economic Substance report template

UAE Economic Substance notification template

UAE Economic Substance report guidance

UAE Economic Substance notification guidance
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https://www.shams.ae/ESR
https://www.mof.gov.ae/en/StrategicPartnerships/Documents/New_Cabinet_Resolution_No_57_of_2020_revoking_Cabinet_Resolution_No__31_of_2019%20(2).pdf
https://www.mof.gov.ae/en/StrategicPartnerships/Documents/Ministerial%20Decision%20100%20of%202020%20_%20ESR%20Guidance%20and%20Relevant%20Activities%20Guide%20Issued%2019%20August%202020%20_English%20Translation%20(002).pdf
https://www.mof.gov.ae/en/StrategicPartnerships/Documents/01.08.2020%20-%20Economic%20Substance%20-%20Updated%20UAE%20Economic%20Substance%20Flowchart%20-%20amended%20regulations%20%26%20guidance%20(English)%20v.1.pdf
https://www.mof.gov.ae/en/StrategicPartnerships/Documents/Relevant%20Activities%20Summary%20Table.pdf
https://www.mof.gov.ae/en/StrategicPartnerships/Pages/ESR.aspx
https://www.mof.gov.ae/en/StrategicPartnerships/Documents/%D8%A7%D8%B4%D8%B9%D8%A7%D8%B1%2B%D8%A8%D8%B4%D8%A3%D9%86%2B%D8%A7%D9%84%D9%85%D8%AA%D8%B7%D9%84%D8%A8%D8%A7%D8%AA%2B%D9%88%D8%A7%D9%84%D9%85%D9%88%D8%A7%D8%B9%D9%8A%D8%AF%2B%D8%A7%D9%84%D9%86%D9%87%D8%A7%D8%A6%D9%8A%D8%A9%2B%D9%84%D8%AA%D9%82%D8%AF%D9%8A%D9%85%2B%D8%A7%D9%84%D8%A5%D8%AE%D8%B7%D8%A7%D8%B1%D8%A7%D8%AA%2B%D9%88%D8%AA%D9%82%D8%A7%D8%B1%D9%8A%D8%B1%2B%D8%A7%D9%84%D8%A3%D9%86%D8%B4%D8%B7%D8%A9%2B%D8%A7%D9%84%D8%A7%D9%82%D8%AA%D8%B5%D8%A7%D8%AF%D9%8A%D8%A9%2B%D8%A7%D9%84%D9%88%D8%A7%D9%82%D8%B9%D9%8A%D8%A9.pdf
https://www.mof.gov.ae/ar/StrategicPartnerships/Documents/Economic%2BSubstance%2B-%2BReport%2Btemplate%5B3%5D.pdf
https://www.mof.gov.ae/ar/StrategicPartnerships/Documents/Economic%2BSubstance%2B-%2BNotification%2Btemplate%5B3%5D.pdf
https://www.mof.gov.ae/en/StrategicPartnerships/Documents/Economic%20Substance%20%E2%80%93%20Economic%20Substance%20Report%20Guidance.pdf
https://www.mof.gov.ae/en/StrategicPartnerships/Documents/Economic%20Substance%20%E2%80%93%20Notification%20Guidance.pdf
https://www.shams.ae/ESR
https://www.mof.gov.ae/ar/lawsAndPolitics/international-relations-sector/Realistic-economic-activities/Documents/قرار%20الأنشطة%20الاقتصادية%20الواقعية%2057%20لسنة%202020.pdf
https://www.mof.gov.ae/ar/lawsAndPolitics/international-relations-sector/Realistic-economic-activities/Documents/قرار%20الأنشطة%20الاقتصادية%20الواقعية%2057%20لسنة%202020.pdf
https://www.economy.gov.ae/arabic/economic-substance/Documents/قرار%20وزاري%20رقم%20(100)%20لسنة%202020.pdf
https://www.economy.gov.ae/arabic/economic-substance/Documents/قرار%20وزاري%20رقم%20(100)%20لسنة%202020.pdf
https://www.mof.gov.ae/ar/StrategicPartnerships/Documents/01.08.2020-%20Econ%20Subs-%20Updated%20UAE%20Economic%20Substance%20Flowchart%202352-E%20(Arabic)%20v.1.pdf
https://www.mof.gov.ae/ar/StrategicPartnerships/Documents/RAs%20Summary%20Table%20Arabic%20Translation.pdf
https://www.mof.gov.ae/ar/strategicpartnerships/pages/esr.aspx
https://www.mof.gov.ae/ar/strategicpartnerships/pages/esr.aspx
https://www.mof.gov.ae/ar/strategicpartnerships/pages/esr.aspx
https://www.mof.gov.ae/en/StrategicPartnerships/Documents/اشعار%2Bبشأن%2Bالمتطلبات%2Bوالمواعيد%2Bالنهائية%2Bلتقديم%2Bالإخطارات%2Bوتقارير%2Bالأنشطة%2Bالاقتصادية%2Bالواقعية.pdf
https://www.mof.gov.ae/ar/StrategicPartnerships/Documents/Economic%2BSubstance%2B-%2BReport%2Btemplate%5B3%5D.pdf
https://www.mof.gov.ae/ar/StrategicPartnerships/Documents/Economic%2BSubstance%2B-%2BNotification%2Btemplate%5B3%5D.pdf
https://www.mof.gov.ae/en/StrategicPartnerships/Documents/Economic%20Substance%20%E2%80%93%20Economic%20Substance%20Report%20Guidance.pdf
https://www.mof.gov.ae/en/StrategicPartnerships/Documents/Economic%20Substance%20%E2%80%93%20Notification%20Guidance.pdf
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The Regulations apply to financial years commencing on or from 1 January 2019. :2019 50U 1 e ol G T 1 Al Olgiadl e dedaVl (gl
Compliance requirements under ESR Ladl gl Lalaidy) daidd) delay Jlied! widlaie
1. ES notification 2190 oLl bladl jlas] .1

Entities that are within the scope of the Regulations are required to submit an annual  &JWl B9 &g UM (30 Soiuw slaz] Zo9a3 @15 el Lgde Sl (@I L sidall o cpany
Notification form through the Ministry of Finance’s dedicated ESR portal (‘MoF Portal’), &l i &l (6) & Ogaat § 3y o("adWl 8059 Dls") Ladlgll poliard¥l AlatdSl) dumsaseall
within six (6) months of the licensee’s financial year end, only if a Relevant Activity has been o 280b Uga—inall 8381 IS Ao (65 blidy pluall o3 13] Jaddg c) jazyell dlall L)

undertaken during the Reportable Period. The portal is expected to go live in the first week -2020 aws o JgH! ﬁ%“s' 3 Lol 3| oy of sl
of December 2020.
2. ESreport (28150 LYl bladll pyi5 .2

Where entities derive income from a relevant activity, they also need to complete and &2l wladall e SIS s 618 cdlio $3 bLid o0 J55 ddgs de Sglats @I I 3
submit an Economic Substance Report within 12 months from the end of their financial year bl &l Llg 10 g 12 gt 3 @39l $3LsatdYl bLadll §gime 1,85 sle] Lokl
on the MoF Portal. An entity is not required to meet the Economic Substance Test and file 253 dxa3lgll &3Laiddl da sl jlas jlazt sLaiall oo bl ¥ . adlall )9 Llg pe dclly
an Economic Substance Report for any financial period in which it has not earned income 051351 dlio (3 bLad o s Lesd Sy @) Ao 88 5T 36 (23151 3LVl bLadll 0,55

from a Relevant Activity or if it meets the conditions for being exempt. elaeYl g b (§ gt

Failure to comply with the Regulations can result in penalties, spontaneous exchange of information ~ dalud! ge leglaall Gl sty daliedl ULSII e Wlslar Gealas J) Aalai JUadl pie $252 45
with the Foreign Competent Authority, as well as other administrative sanctions such as the 3 &bl ias )l wuss pue of slil] of @akas Jie 631 yls] il J) LpYb (dsaiseall L)l
suspension, revocation or non-renewal of the entity’s trade license or permit. -OLSW bl gopa

Please be advised that Shams member entities are responsible in ensuring full compliance with the ~
byl § dudlgl Laladl da s delal oK)l Jlaedl Gl o Aggae ads § Aolall Latiall

UAE ESR. For any uncertainty regarding the application of the UAE ESR, Shams recommends Syl b 55 clunbloll LY sl dalal Gerdany 3las losd L) o gl 8l 3928 Al (3

consulting a professional advisor. pepasdl e § B §)ladul s
Jdilg ol A L1 3y | glund3
Sharjah Media City (Shams) o) pREFE S 2

2

Sharjah Media City (Shams) (puoub) pilcl adjlinll dijan T 800 Shams (74267) ] ““‘

P.0. Box 515000 515000 2y i E info@shams.ae

Sharjah, UAE dainll dupell aljloyl adylill W shams.ae
|
THE EMIRATES




