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Our Vision
We will be the first choice for  
companies in their selection  
of professional advisors

Our Mission
We will provide quality service to our clients by focusing 
on client-specific needs and providing solutions to 
business problems, thereby adding value through 
expertise whilst maintaining integrity, professionalism 
and independence.

Season’s Greetings & hope we all have a prosperous last 
quarter in 2019.

The triumphant entry and return of Hazza Al Mansouri 
– the first Emirati in space, was a moment of pride for all 
nationals and residents of the UAE. Expo 2020 is about a 
year away and its countdown has commenced. It is likely to 
result in enhanced business opportunities for many sectors. 
With all the initiatives announced by the government, all the 
indications are in place that the UAE is headed in the right 
direction and businesses are likely to take advantage of the 
initiatives.  

There have been some creative moves by the Dubai 
government in recent times. It recently introduced the 
Virtual Commercial City in conjunction with the DIFC – a 
venture that offers a virtual company license to non-
residents. This license is meant for freelancers and 
business persons globally to have access to a regulated 
e-commerce platform and easily work with Dubai-based 
companies. This license focusses on creative, technology 
and service industries. 

HH. Sheikh Mohammed also launched the long-term 
cultural visa – a first of its kind around the world. This 
move is meant to attract artists, authors and innovators 
and establish Dubai as an incubator for regional and 
international talent. This fits in perfectly with HH. Sheikh 
Mohammed’s cultural vision for Dubai - turning it into a 
global hub for culture.

The Ministry of Finance recently announced the economic 
substance guidelines following the regulations that were 
released in April 2019. The vision to align the UAE to the 
global tax network and ensure that compliance standards 
are world class, seem closer to fruition than ever before. 
An update covering the basics of the UAE Economic 
Substance Regulations and the recent guidelines is 
covered in this issue.

The issue carries an interview with an industry stalwart -  
Mr. Ashok Odhrani, Founder and Chairman of Super 
Technical Enterprises LLC. Included also is an article by 
our guest columnist – Mr. Vikram Venkatraman of Vianta 
Advisors DMCC and IT Security Assessment article, which 
sheds light on IT threats. 

Do write to us (update@pkfuae.com) for expressing your 
opinion on any matter included in the newsletter.

Stany Pereira
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 The UAE Cabinet issued the Cabinet of Ministers 
Resolution No.31 of 2019 (concerning economic substance 
regulations in the UAE, “the Regulations”) on 30th April 
2019, requiring all in-scope UAE entities (“Relevant 
Entities”) that carry on certain activities (“Relevant 
Activities”) to have  demonstrable economic substance in 
the UAE with effect from 30th April 2019 and report to the 
concerned UAE authorities.

The genesis of this regulation can be found in the 
backdrop of the European Union (‘EU’) and the Code of 
Conduct Group on Business Taxation (‘the EU Council’) 
meeting in December 2017 to assess the tax policies of 
jurisdictions with no or only nominal tax against the criterion 
of ‘economic substance’ against its good governance 
criteria regarding tax transparency, fair taxation, and 
implementation of measures to combat base erosion and 
profit shifting. 

Potentially Covered Entities

The economic substance laws essentially require specific 
types of entities that are resident in the respective 
jurisdictions and carry on relevant activity to satisfy certain 
economic substance requirements.

In the UAE, the regulations apply to all UAE onshore and 
free zone companies that carry on a “Relevant Activity”.

Relevant Activity

Any of the following activities shall be considered as 
“Relevant Activity”:

• Banking;

• Insurance;

• Fund management;

• Financing;

• Leasing;

• Headquarters;

• Shipping;

• Distribution and service centres;

• Holding intellectual property (IP); and

• Holding Company.

Economic Substance Requirements 

The jurisdictions should provide that the economic 
substance requirements are satisfied if:

• Entity is managed and directed in or from the 
jurisdiction;

• Relevant activity’s core income-generating activities are 
undertaken in the jurisdiction;

• the entity maintains an adequate physical presence in 
the jurisdiction;

• there are adequate full-time employees with suitable 
qualifications in the jurisdiction; and

• adequate operating expenditure relative to the relevant 
activity is incurred in the jurisdiction.

Core Income-Generating Activity

What constitutes core income-generating activity depends 
on the type of relevant activity being undertaken and the 
entity’s circumstances. Guidance issued includes examples 
to demonstrate what constitutes adequate premises, 
employees, and expenditures. Outsourcing to affiliates or 
service providers in the jurisdiction may count toward the 
satisfaction of those requirements.

Annual Reporting

Entities subject to the economic substance requirements 
must file an annual economic substance report (or 
declaration, as the case may be) with the relevant authority. 
The relevant government authority will primarily rely on 
those reports to determine if entities have complied with the 
economic substance requirements.

Under the economic substance laws, annual declarations 
must include minimum information, including the following 
regarding the entity’s financial year:

• whether the entity is carrying on relevant activity and 
the type of relevant activity undertaken;

• whether the entity is engaged in high-risk IP activity;

• the entity’s physical premises in that jurisdiction;

• the names and physical addresses of directors (for 
companies) or equivalent (for other entity types) who 
are ordinarily resident in that jurisdiction;

• the entity’s holding entity, ultimate parent entity, owner, 
or beneficial owner;

• the gross income, operating expenses and assets, and 
number of full-time employees;

• details of core income-generating activities conducted 
in that jurisdiction for the relevant activity;

• a declaration regarding whether the entity satisfies the 
economic substance requirements; and

• such other information as the Registrar may reasonably 
require.

• The economic substance regulations further require 
entities to provide information demonstrating:

 – the management and direction of the entity in the 
jurisdiction;

Economic Substance Regulations 
in the UAE
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 – Companies having at least 51% of directly 
or indirectly held by Federal Government, 
Government of any Emirate of the UAE.

• Meaning of adequacy and appropriate –

 – The Guidance states that the Licensee is required 
to maintain sufficient records to demonstrate the 
adequacy and appropriateness of the resources 
utilized, expenditures incurred and so on;

 – Business should be engaged in genuine business 
activity and carrying out core income generating 
activities in the UAE with such employees, 
expenditures and premises which belongs to 
them;

 – The Regulatory Authority of the Licensee shall 
review the adequacy and appropriateness 
of records and information submitted by the 
Licensee to demonstrate such adequacy and 
appropriateness, considering the nature and level 
of relevant activity conducted

 – by such Licensee;

• The Guidance has explained in detail the important 
conditions with respect to outsourcing of state core 
income generating activities.

• The Guidance has clarified that it is advisable to retain 
any relevant information evidencing compliance with 
the provisions of the Regulations for a period of 6 years 
after the end of each financial year.

• Sector specific guidance is provided for Holding 
Company Business, Headquarter Business and 
High-Risk Intellectual Property Activity. Headquarters 
Business should be determined based on the services 
provided to other group companies and not basis the 
position of such Licensee in the group structure

• Licensee is required to submit notification to the 
Regulatory Authority w.e.f. January 1, 2020 containing 
the following:

 – Whether or not Licensee is carrying on a Relevant 
Activity;

 – Gross income in relation to such Relevant Activity 
and whether the same is taxed in jurisdiction 
outside UAE; and

 – Date of end of financial year;

• Licensee carrying on a Relevant Activity who is required 
to satisfy the economic substance test shall within 12 
months from the end of its Financial Year (commencing 
on or after January 1, 2019) submit the report with 
the required information as per provisions of the 
Regulations

(This article is compiled by Chaitanya Kirtikar, 
Senior Manager, Offshore and Free Zone 
Department)

 – the nature and extent of the relevant activity 
engaged in by the entity and its core income-
generating activities for each relevant activity; and

 – whether employees or persons responsible for the 
oversight and assessment of the implementation 
of outsourcing to affiliates or service providers in 
the jurisdiction are suitably qualified and able to 
monitor and control the outsourcing arrangement 
to ensure the outsourced entity has adequate 
capacity to execute the outsourcing arrangement.

Exchange of Information

UAE’s Economic Substance Regulations provides that 
when an in-scope entity type that carries on a relevant 
activity in a relevant financial period does not satisfy 
the economic substance requirements or is engaged in 
high-risk IP activity, UAE’s competent authority must 
provide information about that entity for that period to the 
competent authorities of the EU member states in which the 
holding entity, ultimate parent entity, owner, or beneficial 
owner of the entity is incorporated, formed, registered, or 
resident.

Enforcement 

UAE provides for the issuance of remediation notices 
and civil penalties for noncompliance, as well as fines 
and imprisonment for some offenses, such as knowingly 
reporting false information. Failure to comply would result 
in administrative penalties (not less than AED 10,000 but 
not exceeding AED 50,000 in the first year, increased to 
an amount not less than AED 50,000 but not exceeding 
AED 300,000 in the subsequent year), subject to a 6-year 
limitation period. Additional penalties such as suspending, 
revoking or not renewing the UAE Relevant Entity’s trade 
license could also apply.

Commencement and Transition

The UAE Regulations are applicable from 30th April 2019. 

New Guidelines

To provide further clarity and guidance on certain provisions 
of the Regulations, the UAE Cabinet recently issued 
directives for the implementation of the Regulations (‘the 
Guidance’). Key highlights are given below:

• License includes commercial license, certificate of 
incorporation or other form of permit.

• Companies exempted from Regulations – 

 – Commercial companies in which the Government 
of the UAE, or the Government of any Emirate 
of the UAE, or any governmental authority or 
body of any of them has any direct or indirect 
ownership.
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Supertech Group is one of the leading business houses 
in the Middle East for the supply of industrial products & 
services in the field of oil & gas, petro-chemical, food & 
beverage, power generation, primary steel, automotive, 
marine & shipping and general industries. Today, 
Supertech Group is headquartered in Jebel Ali Free Zone 
in Dubai with strategically located branches in Dubai/
Northern Emirates, Abu Dhabi, Qatar and India.

Supertech’s broad and comprehensive portfolio focuses in 
the fields of process instrumentation, valves and actuation, 
pneumatics, filtration solutions, fluid connectors and 
seals, hydraulics, industrial tools and equipment, as well 
as chemicals and adhesives. The company started with 
serving the oil and gas businesses and has successfully 
diversified its activities into the complementary markets 
of power generation, ship repair, aluminium smelting, 
automotive and manufacturing industries and is also a 
recognized systems integrator and solution provider.

Q.1) It has been more than half a century since 
you came to the UAE. Talk us through your 
journey from British India Steam Navigation to 
Supertech.

Having landed in Dubai by British India Steam Navigation’s 
ship - Dumra in November 1967, I started my career 
with a job in an automotive spare parts & accessories 
company. By 1973 it gave me enough experience and 
market knowledge to have the confidence to start my 
own business. After understanding the nature of spares 
market which was based on the ever-changing models of 
vehicles, I decided to choose “evergreen products”. There 
began the journey which over the years evolved into what 
is the Supertech Group today.

Q. 2) You came into the country at a time when 
Indian businesses were just finding their feet. 
How did you create your niche in a competitive 
market?

Our market segment was Energy, Automotive, Marine 
and General Industries. With hard work and customer 
satisfaction as our driving motto, Supertech partnered with 
world renowned brands and steadily developed a name for 
itself. Business climate was good due to Arab embargo of 
oil on Europe during Israel occupation. 

Q. 3) What are the key differentiators of 
Supertech from its competitors?

Other than being established when the industry itself was 
in its infancy, we have managed to secure customer trust 
and build an excellent customer base. 

Our clients are active in the upstream and downstream 

oil and gas industries. We ensure that every product is of 
the highest quality, delivered to the best standards with 
the greatest level of service. By gaining client satisfaction 
and appreciation, we have become the preferred single 
source for their needs. These have proved to be our key 
differentiators.

Q. 4) How important have your personnel (staff 
and management) been in your consistently 
upward journey?

The Group adheres to the philosophy that quality comes 
from within. Our 250+ strong workforce numbering more 
than 250 are well-trained and dedicated to this cause. 
Supertech views its employees as its best asset and the 
staff has competent industry qualifications to ensure the 
continuity of workmanship.

Q.5) How does the group combat the fierce 
competition in this industry from local and 
particularly Western players?

Besides priding ourselves on the wide and specialised  
range of products we offer our customers, the organization 
also provides a high level of proficiency in after-sales 
services through a dedicated technical support team and a 
premier customer service team.

Having started with essential emphasis on serving Oil & Gas 
businesses, the company has successfully added many 
more activities which deal with the complementary markets 
of power generation, primary metal, food & beverage, 
construction and manufacturing industries. 

Over the years, we have built considerable local expertise 

Interview

Mr. Ashok Odhrani
Founded by Ashok Odhrani in 1973, Supertech 
Group (“Supertech”) has built an enviable reputation 
for the delivery of premier oil and gas control solutions 
in the UAE, Middle East and Indian sub-continent.
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while always adhering to global standards. We also 
maintain a strong focus on building our in-country-
value to the customer and the economy at large. The 
entire Supertech Group is ISO-9001:2015 certified and 
additionally SunPowerGen is certified for ISO-14001:2015 
and ISO-45001:2018.

With constant focus on client satisfaction and appreciation, 
we remain the single source for all our customers’ needs. 
These core strengths have always helped us stay ahead of 
the competition in this industry .

Q. 6) What challenges has the Group and the man 
behind the Group faced, and how have they coped 
with them? 

Understanding the nature of the market and its ever-
changing needs has been a constant challenge to us. 
Building a capable, well-trained and constantly motivated 
work force is something we have always focused upon. 
Today, our biggest challenge is to maintain our credibility 
in the tough economic conditions in respect of cash flow 
management. 

Q.7) How do the current economic challenges and 
the World Expo 2020 mesh with the Group’s long-
term objectives?

We are very optimistic for the future of the Middle East and 
proud of the on-going efforts for the preparations of Dubai 
Expo 2020. Such mega events give a great thrust towards 
enhancing industrial and infrastructural activities and as a 
Group well entrenched in the Middle East market, we look 
forward to every such impetus to the economy which will 
also help us grow our business in the years ahead.

Q. 8) Having had a successful and long journey, 

what is your driving passion now? What do you 
look forward to as a business leader and as a 
person over the next years?

Besides guiding Supertech business, I have two driving 
passions. First among them is leading our CSR activities. 

I am the Chairman of Smt. Mohinidevi Lekhraj Odhrani 
Charitable Trust and Managing trustee of Monilek Hospital 
& Research Centre, a 100 bed multi-specialty charitable 
hospital that the larger family runs back home in Jaipur, 
India. It specializes in kidney transplant operations and 
helps a lot of underprivileged patients. In India, we support 
S V Public School Sports Complex, Diya Foundation which 
works for the welfare of under privileged children and Ekal 
Vidyalaya which is a movement to run one teacher school in 
remote rural and tribal villages. We also support the Swachh 
Bharat Kosh, the Temple in Abu Dhabi, Gurudwara in Dubai 
and The Indian High School. I am also an active member of 
The Hindu Cremation Ground in Dubai.

My other passion is mentoring. I have mentored many 
employees over the years and it shows in their dedication 
to the company. Additionally, the most notable ones I’ve 
mentored are my two sons, Deepak and Jitendra. Both have 
started their careers at the frontlines and are now working 
shoulder to shoulder with me in the Group. Deepak is 
managing the distribution and technology value addition for 
Supertech while Jitendra heads the Engineering Division – 
SunPowerGen.

Did you know...??

Salary
It comes from the Latin word 
salarium, which also means 
“salary” and has the root sal, 
or “salt.” In ancient Rome, it 
specifically meant the amount of 
money allotted to a Roman soldier 
to buy salt, which was an expensive 
but essential commodity.

Pecuniary
The Romans measured a man’s worth by the 
number of animals he kept on his farm. They 
adapted the Latin word for a farm animal, 
“pecu” to refer to an individual man’s wealth. 
But as people acquired new ways to measure 
wealth such as money and land, the Roman 
word evolved into “pecunia” which referred to 
money. From this came the adjective “pecuniary” 
pertaining to or consisting of money.
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How Robust is your IT Security Control?

IT Security Assessment

Business are more likely to be successful, if they set 
clear objectives to be achieved or accomplished over a 
specified period. These could include to earn profit for 
growth and development, provide quality goods to its 
customers, protect the environment, etc. Protecting the 
information that drives the business objectives is an equally 
important aspect that businesses must focus in order on 
to stay competitive and be relevant. In an increasingly 
interconnected environment under which businesses 
operate, data is exposed to a growing number and wider 
variety of risks. It’s vital that business leaders ensure that 
information security is well enforced and permeates through 
their organization.

Fundamentally, information security is the application 
of administrative, physical, and technical controls  to 
protect the confidentiality, integrity, and/or availability of 
information. With information flowing through a wide variety 
of channels, the risk of exposure is very high. Threats such 
as malicious code, ransomware, computer hacking and 
denial-of-service attacks have become more common, 
ambitious and sophisticated, making implementing, 
maintaining and updating information security in an 
organisation a real challenge. Poor supervision of staff 
and lack of proper authorization procedures are frequently 
highlighted as the main causes of security incidents. 
To prevent security breaches, various controls are put 
into place by companies, including some draconian and 
overarching measures which make routine tasks difficult 
and cumbersome. At the other extreme are companies who 
exercise little or no control over access to data and thereby 
exposing data to a high degree of risk.

Implementing information security in an organisation can 
protect the technology and information assets it uses by 
preventing, detecting and responding to threats, both 
internal and external.

How To Conduct An Information 
Security Gap Analysis?

Step 1: Select an industry standard security framework

Many frameworks are available to undertake a security 
assessment and benchmark an organisation’s security 
policies and network controls. A commonly used framework 
is the ISO/EIC – 27002:2013. This standard provides 
best practice recommendations on various aspects of 
information security management. It covers key security 
areas such as risk assessment, access control, change 
management, physical security, and others. 

Step 2: Evaluate People and Processes 

This stage would involve obtaining information of the 
IT infrastructure, IT applications, organizational charts, 
IT policies and processes, and other relevant details. A 
good starting point would be to involve IT staff, security 
administrators, and anyone who works with the network, 
servers or workstations, and the leadership to learn more 
about the organization’s key objectives. 

This stage also involves reviewing and assessing the current 
security policies, associated risks and the direction in which 
the leadership envisages to take the organization over the 
short to medium term of 3-5 years. 

It’s equally important to address staff access rights if threat 
to data is to be minimised. This includes organization’s 
need to relook at how are access to new hires and 
terminations handled? How is back-up taken and secured? 
Is staff training provided on data security? Many of the 
risks that company networks face is caused by human 
intervention– an employee innocently clicking on a link in a 
phishing email, insufficient training, or an angry employee 
who purposely sabotages the network. 

Step 3: Data Gathering

This would involve understanding how well the current 
security program operates within the overall technical 
architecture. Toward this, compare best practice controls 
against organizational controls; take a sample of network 
devices, servers, and applications to validate gaps and 
weaknesses; review automated security controls; and 
review incident response processes, communications 
protocols and log files. 

With data gathering, gain a clear picture of your technical 
environment, the protections in place, and your overall 
security effectiveness. This in-depth security knowledge 
allows one to see how security process matches up to 
other processes and controls that have proven successful, 
especially when compared to other companies and security 
controls within your specific industry.

Step 4: In-depth analysis of security program 

Correlate the findings and results across all factors to 
create a clear and concise picture of your IT security 
profile that includes areas of strength and areas where 
improvement is most needed. With that information in 
hand, make recommendations for moving forward with 
a security plan that is right appropriate for the company. 
That security roadmap considers risks, staffing, and budget 
requirements, as well as timeframes to complete the various 
security improvements. 

Needless to state, given the dynamic way in which 
organisations are exposed to security threats, an IT 
security assessment whilst will not provide 100% 
assurance, nonetheless, it will help to have a first-hand 
assessment of how robust and effective is the network, 
staff and security controls that an organisation relies  on 
to protect and safeguard its vital data. If an in-house IT 
security team is available, an organisation may be able to 
conduct the security gap analysis internally.  Alternatively, 
an independent third party may be able to bring in fresh 
perspective and domain knowledge to deliver effective 
policies, procedures and controls to safeguard data from 
misuse, improper access and external and internal threats. 

(This article is compiled by Shajan Abraham, Partner, 
based in Dubai)
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Hiren Sodha
Hiren Sodha is a Chartered Accountant from Institute of Chartered Accountant of India (ICAI) 
and also holds a bachelor’s degree in commerce. He has been with PKF, Dubai as a Senior 
Manager in the Internal Audit division. Prior to joining PKF, he was with KPMG, India.

He has more than 15 years of experience in risk-based internal audits, business process 
value engineering, forensic audit, data mining and analytics, cyber security and information 
technology audit, pre-acquisition financial due diligence, SOX compliance audits, preparation 
of standard operating procedures, enterprise risk management, defining corporate governance 
structure for  organizations, cost reduction, internal financial controls and movie production 

audits. He has been part of more than 200 Audit Committees and management meetings. His industry experience includes 
sectors such as Real Estate and Construction, Retail, Exchange House, Pharmaceutical, Industrial Manufacturing, Hotels, 
Education, Aviation, Media and Entertainment, Oil and Gas, Food and Beverages, Retail Construction and Restaurants.

He believes in the value statement stated by a very well-known industrialist - “Growth is life”.

His hobbies are reading, playing cricket and growing plants.

Events & Happenings

Global Gathering, Rome

Stany Pereira, Hoshedar Cooper and Shajan Abraham 
from Dubai and B. R. Sudhir from Abu Dhabi attended 
the PKF partners Global Meet in Rome, Italy from 16 
September to 20 September 2019 which also marked the 
50th anniversary of PKF International Network.

Meet the Team Member

Accountants role

James Hickey, CEO of PKF International, has been 
featured in leading trade publication Accountancy Age, 
discussing how accountants can move from a focus on 
compliance to an advisory role – and what this means for 
international accountancy networks. Accountancy firms 
need to believe in themselves, and to have value-added 
conversations with their clients in order to become trusted 
advisors, rather than simply providing accounting, tax and 
audit services.

Network security

Pen (penetration) testing is testing of a computer system, 
network or web application to find security vulnerabilities 
that an attacker could exploit. Member firm PKF Audit 
Azerbaijan now offers this service, making use of the unique 
expertise of local cybersecurity specialists.

Another accolade

Mr. V.T.V. Damodaran of Abu Dhabi Office was honoured 
by the Elite Populace of Payyanur (Damodaran’s home 
town) for his socio-cultural and humanitarian activities 
at a public function. Damodaran received a memento 
from the Chairman of Payyanur Municipality, Adv. Sashi 
Vattakkovval.  Also seen in the picture are Mr. Y. Sudhir 
Kumar Shetty, former Global President of UAE Exchange, 
Dr. V.C. Ravindran, and other freedom fighters and 
dignitaries. 
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GUEST COLUMN

Handling Banks While Facing Stress

In these trying times of stiff economic headwinds, posed 
by falling demand, paucity of credit, a lack of liquidity in the 
market, obstinately high fixed costs and so on, companies 
are faced with serious existential questions about finance 
and investment. There are many questions to be answered 
on this front, but some immediate ones being faced by UAE 
companies are:

• What is the lending scenario likely to be over the next 
few years, given the bank consolidation and the new 
IFRS 9 regulations.

• How should I handle a liquidity crunch and how should 
I handle this viz-a-viz my banks. How can I inform them 
of my situation and tell them that I will not be able to 
meet my commitments.

• What should I do if my balance sheet has a funding 
mismatch – between long and short-term funding of my 
assets.

I would like to address the question regarding the handling 
of banks, since it is a burning issue faced by hundreds of 
companies in the UAE. Companies face liquidity issues for a 
number of reasons – carried forward losses sustained some 
time ago, delayed or bad debts, excessive debt, diversion 
of funds, unproductive fixed assets and so on. There are 
four very serious issues here – One, how do I reveal my 
problems to bankers – can I reveal the whole truth, however 
unpleasant? Two, when do I reveal the problem to them – 
before or after a default in repayment? Three, what process 
do I follow if I have multiple banks? Four, how might they 
react – each bank has a different policy.

Each company’s situation is different but here are some 
common threads. First, the extent of the problem needs to 
be assessed before deciding the strategy of revealing the 
problem. Bankers want to know the truth, but for a variety 
of reasons, may not be able to digest it, if suddenly thrown 
at them. Extreme caution is called for. If the problem is large 
enough to warrant a restructuring of your liabilities, then the 
time to approach banks is when the problem is still some 
time away but your company is already demonstrating 
stress – vide delayed payments.  If you go to the bank with 
no delays or defaults whatsoever and tell them you will have 
a problem in the future, the unfortunate response will be 
panic and a scramble to get as much of their money back 
as possible in the shortest possible time.

The approach to banks has to be on a one on one basis 
with a careful selection of which bank you approach first – 
each has a different tolerance for this sort of situation and 
will react differently. The only common denominator is that 
banks, in general, have become more understanding and 
want to work with clients to avoid losing money. However, 
considerable skill and knowledge of the inner workings of a 
bank are still required to navigate this dangerous landscape.

Being an expert in securing bank finance may be one 
thing. But negotiating a restructuring is another kettle of 
fish altogether. You are best advised to seek professional 
advice if you find yourself in this situation.

(Vikram Venkataraman is Managing Director of Vianta 
Advisors DMCC)
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His Majesty Sultan Qaboos bin Said issued five Royal 
Decrees on 1 July 2019, all aimed at attracting foreign 
investments and private sector involvement, as mentioned 
below:

• Royal Decree 50/2019 promulgates the Foreign Capital 
Investment Law 

• Royal Decree 51/2019 promulgates the Privatisation 
Law

• Royal Decree 52/2019 promulgates the Law on 
Partnership between Public and Private Sectors

• Royal Decree 53/2019 promulgates the Bankruptcy Law

• Royal Decree 54/2019 establishes the Public Authority 
for Privatisation and Partnership and its System Law

These laws promote the private sector to play an important 
role in the development of the country’s economy and 
create more job opportunities. With the establishment of 
Public Authority for Privatisation and Partnership, private 
sector would have a greater role to play in the development 
of the economy. Executive Regulations of the Law and the 
decisions necessary for the implementation of its provisions 
will be issued within six months.

Brief overview of each of these laws is explained below:

Foreign Capital Investment Law

The objective of this law is to attract foreign investment and 
promote Oman’s position as an investment destination. It 
also aims to strengthen country’s competitiveness in line 
with the international indicators through the Legislative 
System. Necessary permits and procedures required to 
make the foreign investment will be streamlined through 
Investment Service Centre of the Ministry of Commerce 
& Industry. It will expand the investment sectors to the 
foreign investors for strategic projects which will contribute 
to economic development. Further, to attract foreign 
investments, the law will offer benefits, incentives and 
necessary guarantees for investment projects. A Decision 
by the Oman Council of Ministers may decide preferential 
treatment for foreign investors in accordance with 
reciprocity principle.

Requirements of land and real estate for the investment 
projects may be allocated through long-term lease without 
being subject to the provisions of Royal Decree no.5/81 
after co-ordination with the relevant Authorities. 

Privatisation Law

The objective of this Law is to implement the policies of 
Government in relation to increasing the role of private 
sector in ownership and management of various economic 
activities. 
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It also targets to promote/attract investments, expertise, 
knowledge and technology. 

Over and above that, it focuses on raising management 
efficiency, improve services and create better quality of job 
opportunities for the development of the capital market.

Public-Private Partnership

The objective of the Law is to follow the policies set by 
the Government aimed to improve the country’s economy,  
encourage the private sector to invest in infrastructure 
projects and public services, to diversify national income 
sources, bettering the quality and standards of public 
services and contribute to lessening of the financial burden 
on the budget of the State.

Public-Private Partnership Law emphasizes on the process 
and requirements for launching, awarding, studying, 
evaluating the public-private partnership projects, 
conditions for the formation of public-private partnerships, 
to manage the partnership projects and general provisions 
relating to their regulation, supervision and grievances.

Bankruptcy Law

The objective of Bankruptcy Law is to create a regulatory 
and legal framework that encourages the business 
environment by restructuring the procedures that enable 
business owners/investors to overcome the debt stage. 

The Law will, arrange, regulate and develop the legal 
provisions governing Bankruptcy to solve the issues 
identified by the respective Authorities. The Law also aims 
to support the distressed business owners, restructure their 
business and promote investment and entrepreneurship 
through setting up a pre-preventive composition stage 
called “Restructuring”. The Law will standardize the 
preventive composition in accordance with the latest 
legislation and set out provisions on bankruptcy based on 
the rights of bankruptee, creditors and interest of the public, 
and will develop procedures governing this matter.

Public Authority for Privatisation and Partnership 
and its system

The newly established Public Authority will have a 
legal identity that will enjoy administrative and financial 
autonomy. All employees and assets of the Oman Authority 
of Partnership for Development and the Department of 
Privatization at the Directorate General under the ministry of 
Finance shall be allocated and transferred to the new Public 
Authority.

(This article is compiled by Sohil Surani, Deputy 
Manager in PKF L.L.C., the PKF member in the 
Sultanate of Oman)
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Tax Update
INTERNATIONAL TAX AND INDIRECT TAX

Key International Tax Updates

A. United Arab Emirates (‘UAE’) introduced new 
Economic Substance Regulations

To address EU concerns and to implement BEPS related 
measures, UAE Cabinet issued the Cabinet of Ministers 
Resolution No. 31 of 2019 (concerning economic substance 
regulations in the UAE, “the Regulations”) on 30th April 
2019 read with Ministerial decision no. 215 for the year 
2019, requiring all in-scope UAE entities that carry on 
prescribed Relevant Activities to have demonstrable 
economic substance in the UAE with effect from 30th April 
2019. The Regulation is discussed in detail under the article 
‘Economic Substance Regulations in the UAE’ forming part 
of this publication. 

Source:  https://www.mof.gov.ae/en/lawsAndPolitics/
CabinetResolutions/Pages/default.aspx

B. UAE introduced Country by Country Reporting 
(CbCr) 

UAE Ministry of Finance (‘MoF’) by way of a Cabinet of 
Minister’s Resolution No 32 of 2019 (‘the Resolution’) 
issued a regulation in July 2019 with respect to submission 
of reports by multi-national companies i.e. country-by-
country reporting (CbCr).

As per this Resolution, the reporting entity / constituent 
entity of the MNE Group in the UAE will be required to 
submit Notification and / or CbCr report to the MoF within 
the prescribed timelines. In case of failure to comply with 
the obligations set out in the Resolution, there could be levy 
of administrative penalties.

Source: https://www.mof.gov.ae/en/lawsAndPolitics/
CabinetResolutions/Pages/default.aspx

Key indirect tax updates – Excise and VAT

A. UAE indirect tax update

The UAE Federal Tax Authority (‘FTA’) has issued several 
important public clarifications since our last tax update. 
Some of updates released in the third quarter of 2019 from 

the FTA are summarised below:

B. UAE cabinet expands list of excise taxable 
products 

The UAE Cabinet has adopted a decision to expand 
the list of excise taxable products to include sweetened 
beverages, sugary drinks and electronic smoking devices to 
be effective from December 1, 2019. It has issued Cabinet 
Decision No. 52 of 2019 on Excise Goods, Excise Tax Rates 
and the Methods of Calculating the Excise Price. 

50% tax will be levied on any product with added sugar or 
other sweeteners, whether in form of a beverage, liquid, 
concentrate, powders, extracts or any product that may 
be converted into a drink. A tax of 100% will be levied on 
electronic smoking devices, whether they contain nicotine 
or tobacco or not, as well as the liquids used in electronic 
smoking devices.   

The following table summarizes excise goods list and its tax 

DATE
TYPE OF 
UPDATE

PARTICULARS OF 
UPDATE

September 
2019

Cabinet 
Decision

Excise Goods, Excise 
Tax Rates and the 
Methods of Calculating 
the Excise Price

August 2019
Public 
Clarification

Transfer of a Business as 
a Going Concern

July 2019
Public 
Clarification

VAT Treatment of 
Options and Option 
Premiums

DATE
TYPE OF 
UPDATE

PARTICULARS OF 
UPDATE

July 2019
Public 
Clarification

Importation of goods by 
agents on behalf of VAT 
registered persons

July 2019
Public 
Clarification

Disbursements & 
Reimbursements

Table continuation...

rate:

In view of above, Companies dealing in above products 
should immediately evaluate their compliance obligations 
under the aforesaid Excise regulations. 

Source: https://tax.gov.ae

Contact Us

For further information or advice concerning above tax 
areas in the UAE, please contact Ms. Sarika Dhameja at 
sdhameja@pkfuae.com or Mr. Chaitanya Kirtikar at  
cgk@pkfuae.com or call us on +971 4 3888 900.

EXCISE GOODS TAX RATE

Tobacco and tobacco products 100%

Liquids used in electronic smoking 
devices and tools

100%

Electronic smoking devices and tools 100%

Carbonated drinks 50%

Energy drinks 100%

Sweetened drinks 50%



Publications
• Practice Profile

• Doing Business in the 
UAE

• Credentials

• Free Zones in the UAE

All the foregoing publications 
can be obtained from any of 
the offices in UAE and Oman

Range of services Offices / contacts in 
the UAE and OmanAudit and Management Assurance Services

• External audit.
• Internal audit.
• Internal audit – compliance with the requirements of 

DFSA.
• Organisation reviews and system studies.
• Due diligence reviews.
• Forensic and other investigations.
• Training and consulting on IFRS.
• Back office support services – accounting and payroll.
• Outsourced accounting and payroll services for 

companies registered in the DIFC.
• Management information systems.
• Outsourced finance management services.
• In-country value certification 

Management Advisory Services

• Business practices (process) assessment.
• Business risk identification.
• Accounting and procedure manuals.
• Market analysis and feasibility studies.
• Financial projections.
• Information memoranda.
• Business and share valuations.
• Identification and valuation of intangible assets on a 

business acquisition (purchase price allocation).
• Impairment reviews.
• Corporate structuring, acquisitions and disposals.
• Joint ventures and strategic alliances.
• Advice on partner/shareholder entry/exit.
• Fund raising.

Offshore and Free Zone Services

• Entry strategy.
• Free zone and offshore company formation.
• Company secretarial services.
• Company secretarial services for companies registered 

in DIFC.
• Registered agents’ services.

Tax Services

• VAT and Excise impact studies.
• VAT and Excise advisory and compliance.
• International Taxation.

DUBAI/JEBEL ALI

S.D. Pereira 

T: (971-4) 3888900  |  F: (971-4) 3552070

E: dubai@pkfuae.com 

DUBAI INTERNET CITY

S.D. Pereira  |  H. Cooper

T: (971-4) 4495430  |  F: (971-4) 3908836

E: dic@pkfuae.com 

DIFC

S.D. Pereira  |  H. Cooper  |  S. Abraham

T: (971-4) 3857285  |  F: (971-4) 3257294

E: difc@pkfuae.com 

SHARJAH / HAMRIYA FREE ZONE

S.D. Pereira

T: (971-6) 5740888  |  F: (971-6) 5740808

E: sharjah@pkfuae.com 

ABU DHABI / AIRPORT FREE ZONE / ADGM

B.R. Sudhir

T: (971-2) 6261715  |  F: (971-2) 6261716

E: abudhabi@pkfuae.com 

SULTANATE OF OMAN - MUSCAT

P. R. Bhaya  |  Z.J. Patwa

T: (968) 24 563195 /6 /7  |  F: (968) 24 563194

E: muscat@pkfoman.com

This document has been prepared as a general guide. It is not a 
substitute for professional advice. Neither PKF UAE nor its partners or 
employees accept any responsibility for loss or damage incurred as a 
result of acting or refraining from acting upon anything contained in or 
omitted from this document. If you wish to be included on the regular 
mailing list for this newsletter, forward your request and a mailing 
address to Ms. Greeta Creado, P.O. Box 13094, Dubai, U.A.E. E-mail: 
gcreado@pkfuae.com

PKF UAE is a member firm of the PKF International Limited family of 
legally independent firms and does not accept any responsibility or 
liability for the actions or inactions on the part of any other individual 
member or correspondent firm or firms. 
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