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FROM THE MANAGING 
PARTNER - UAE

“True leaders don’t invest in buildings. Jesus never 
built a building. They invest in people. Why? Because 
success without a successor is failure. So, your legacy 
should not be in buildings, programs, or projects; your 
legacy must be in people.” — Myles Munroe, OBE

The UAE experienced a big loss on the sad passing away of former 
president and ruler of Abu Dhabi, HH Sheikh Khalifa bin Zayed Al 
Nahyan. The country will remember him for his massive contribution to 
the UAE Economy in becoming a regional economic powerhouse and the 
meteoric rise of the country’s non-oil sector. 

Possessed of generosity, prudence, rationality and deep insight, HH 
Sheikh Khalifa was praised for his caring attitude in extending help to 
all of his people, regardless of their social status. He will always be 
remembered for his soft-spoken benevolence and strong leadership.

HH Sheikh Mohammed bin Zayed Al Nahyan was sworn in as the 
president of the UAE and Ruler of Abu Dhabi in May 2022. His 
Highness is known to be the directing force behind many initiatives that 
contributed into supporting and enforcing the security of the emirate of 
Abu Dhabi, and motivate its economic growth and diversity.

Meanwhile, a recent, mildly unnerving spike in the number of COVID 
cases has forced the government to re-evaluate public safety norms 
and we may be looking at a brief period behind the masks again, as we 
continue our vigil against the menace of the covid virus.

The Expo 2020 Dubai had a massive impact on the UAE economy with 
the small and medium-sized enterprises (SMEs) being awarded AED 
6.8 billion of contracts. The hotel industry in Dubai, in the final weeks 
of Expo 2020 saw its highest occupancy in hotel bookings in 15 years, 
reaching 90 per cent. 

Young people made an extraordinary contribution to the success of 
the first World Expo in the Middle East, Africa and South Asia (MEASA) 
region through the Expo School Programme, which, has empowered the 
youth of today to become the leaders of tomorrow, taking the legacy of 
Expo 2020 Dubai forward. Under the programme, more than a million 
students from around the country experienced the school trip of a 
lifetime and were immersed in unique learning and cultural  
experiences that placed them at the heart of the largest  
global gathering to take place since the outbreak of the  
COVID-19 pandemic.

This edition starts off with an interesting, inhouse article  
on the need for inflation-adjusted financial reporting.  
This is followed by a riveting interview with one of the  
doyens of the education industry – Mr. Dinesh Kothari,  
Founder and MD of Delhi Private School. We round  
up matters with important updates on UAE VAT  
and corporate taxes, as well as, Oman.

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

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.

mailto:update%40pkfuae.com?subject=
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The co-founder and former Twitter CEO Jack Dorsey 
delivered an alarming economic prediction in the 
recent past, with a frightening phrase: Hyperinflation. 
“Hyperinflation is going to change everything. It’s 
happening,” Dorsey tweeted. Later, in response to a 
follow-up question, Dorsey added that” Hyperinflation  
will happen…”. Such a proclamation solicits questions 
like: “What is hyperinflation?”, “Could it really happen 
‘soon’ or “at all” and “would that be a reason to justify 
going into cryptocurrencies?” 

Inflation and Hyperinflation explained

Inflation is a general increase in the price of goods and 
services over time. It results in decrease in purchasing 
power and has been known as destroyer of wealth. It 
refers to a rise in the general price level caused by an 
imbalance between the trade needs and quantity of the 
money. Economists generally agree that in the long run, 
price inflation is related to increases in the money supply.  
Inflation is perceived as one of the most serious economic 
problems today and a significant barrier to starting the 
economy in the context of the COVID-19 crisis. 

Hyperinflation is a term economists use to describe 
a period of extremely high inflation. While some form 
of inflation has always been favourably viewed by 
economists, hyperinflation has had a bad reputation. 
It has been known to ruin flourishing economies and 
Germany in the 1930’s and Zimbabwe in 1990’s are  
live examples.

Hyperinflation and the financial statements

The primary objective of the financial statements, is  
to provide reliable and relevant economic and financial 
information on entities. The information is useful and 
mostly necessary for economic decision-making  
of stakeholders. 

During the disproportionate increase in the price level, 
financial information loses any significance if it is based 
on historical accounting approach. Despite the effort 
to present a true and fair view of the financial position 
and financial performance of the entity, the financial 
statements are unable to provide relevant information due 
to inflationary “pressures”. 

If prices are unstable, financial reports can become 
extremely unsatisfactory and misleading and thus using 
the right method of accounting is crucial for decision-
making purposes.

The issue of inflation accounting came to the forefront for 
the first time in the 1970’s. Inflation accounting generally 
refers to the process of adjusting the financial statements 
of an entity to show its real financial picture during the 
inflationary period. The beginnings of inflation accounting 
are dated back in the 1900s, starting with the index 
number theory and purchasing power, mainly in the USA 
and in the United Kingdom. 

International Accounting Standard 29

In 1987 IASB presented the exposure draft E31 “Financial 
Reporting in Hyperinflationary Economies”, which was 
issued in 1989 as IAS 29 with the effective date since 1 
January 1990. The Standard, including its interpretation 
IFRIC 7 “Applying the Restatement Approach under IAS 
29 Financial Reporting in Hyperinflationary Economies” 
represents the methodology of financial reporting in 
economies that are under the pressure of hyperinflation. 
The IAS 29 should be applied by any entity from the 
beginning of the reporting period in which it identifies 
existence of hyperinflation in the country in whose 
currency it reports its financial statements. An economy 
is identified as hyperinflationary based on a list of factors 
that indicates that the economy is hyperinflationary. 

The rate of hyperinflation is not directly set in the IAS 29. 
It is a matter of judgement when restatement of financial 
statements in accordance with the Standard becomes 
necessary. One of the factors of hyperinflation listed in  
the IAS 29 is the cumulative inflation rate that shall 
approach or exceed 100%. Other factors are qualitative  
in nature and point to a loss of confidence in the  
domestic currency. 

IAS 29 requires financial statements of an entity whose 
functional currency is the currency of a hyperinflationary 
country to be restated into the current purchasing power 
at the end of the reporting period. It is preferable for all 
entities that report in the currency of a hyper inflationary 
economy to apply the standard at the same date. 

The need for 
inflation-adjusted 
financial reporting
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Therefore, all entities with a functional currency of a hyper 
inflationary economy should prepare themselves to apply 
IAS 29 from that date and it should be applied as if the 
economy had always been hyperinflationary. 

Multi-national entities that have subsidiaries with the 
currency of a hyper inflationary economy as their 
functional currency should consider IAS 21: ‘The Effects 
of Changes in Foreign Exchange Rates’, which requires 
the financial statements of a subsidiary that has the 
functional currency of a hyper inflationary economy to 
be restated in accordance with IAS 29. Comparative 
amounts presented previously in a stable currency are not 
restated. The application of IAS 29 is treated as a non-
adjusting post-balance sheet event, and therefore, entity 
should consider describing the situation in the currency 
of a hyper inflationary economy and the potential impact 
of hyperinflation accounting in future periods. Applying 
IAS 29 may result in the creation of additional temporary 
differences under IAS 12 Income Taxes. The effect of 
such temporary differences will need to be recognised in 
profit or loss under IAS 12. 

International Practices Task Force

Having learnt of the perils of hyperinflation, leading 
financial institutions including the World Bank closely 
monitor economies on the verge of hyperinflation.  
The International Practices Task Force (IPTF) of the 
Centre for Audit Quality (CAQ) has been regularly 
publishing data on hyperinflationary economies and 
countries which are likely to be hyperinflationary.

There are currently seven countries with three-year 
cumulative inflation rates exceeding 100% (Argentina, 
Iran, Lebanon, South Sudan, Sudan, Venezuela  
and Zimbabwe). 

The Task Force independently determined in April 2022 
that Turkey has hyperinflationary economy. Qualitative 
indicators following the deteriorating economic conditions 
and currency controls also support the conclusion that 
Turkey is expected to be a hyperinflationary economy 
for accounting purposes (assuming that no contradictory 
information is obtained before that date). 

Thoughts to ponder

The current economic situation is characterised by an 
effort to “restart” the national economies of individual 
countries of the world, despite the still present COVID-19 
crisis. Its effects, among other things, is a rising rate of 
inflation, which is currently a phenomenon occurring 
in national economies, regardless of their stage of 
development. At the micro level, inflation also has a clear 
impact on the quality of data presented in the financial 
statements of a business sector, if we are talking mainly 
about inflation, which is the character of an economically 
unacceptable rate of growth in the price level.

Inflation accounting is an essential requirement for 
stability of business sector, overall market efficiency, and 
economic development due to its ability to reflect true and 
fair view of the operations of the entity its ability to ensure 
the comparability of accounting data between entities and 
across time; its ability to properly compensate the cost of 
production factors and maintaining reproduction capacity; 
its ability to get tax benefits by providing depreciation on 
replacement cost; its ability to report for gains and losses 
on holding monetary assets and monetary liabilities; 
its ability to improve the stability of accounting unit in 
general; its ability to correctly report corporate profit or 
loss; and its ability to improve corporate decision making 
ability on future investments.

(This article is contributed by Mr. Vinod Joshi, Partner - 
Audit Division and Mr. Shaji Joseph, Director -  
Audit Division)

 

MEET OUR TEAM MEMBER
Gaurav Verma, Assistant Manager – Tax Consulting, PKF Abu Dhabi

Gaurav Verma is a Chartered Accountant from Institute of Chartered Accountants of India (ICAI) and also holds a Bachelor’s degree 
in commerce from University of Delhi. He joined PKF UAE in November 2021 and has been working as an Assistant Manager in 
Tax Consulting division at PKF Abu Dhabi office. Prior to joining PKF UAE, he worked with Outcome Solutions in UAE and Keysight 
Technologies Inc. (Spin off entity of Hewlett Packard), was focused on direct and indirect taxation of their primary entities in Malaysia 
and Singapore. 

He has over 12 years of experience in core Indirect and Direct Taxation. Gaurav has extensively worked with the Tax team of 
a consultancy firm having global presence where he has handled varied tax assignments which includes tax due diligence, tax 
assessments, VAT Implementations and health check assignments, tax compliances and regulatory structuring of various clients 
operating in shipping, pharmaceuticals, freight forwarding, car rentals, information technology, trading, manufacturing, commodity 
brokers, real estate, contracting, blockchain and hospitality industry; etc.

He has strong working knowledge in the concepts of direct and indirect taxation of India and UAE. He has conducted several trainings 
on VAT and has conducted numerous webinars organised by Zoho Inc., UAE. 

His hobbies are reading subjects like world history, science, businesses and economics, cooking and playing PlayStation.
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Interview with  
Mr. Dinesh Kothari,  
Managing Director / Founder of 
Delhi Private School 

Mr. Dinesh Kothari, born in 1950, a Chartered Accountant 
by profession brings with him more than 40 years of 
fruitful, Corporate and Entrepreneur experience and 
whose calling took him on an odyssey of service in the 
field of Education. Started from ICICI Development Bank 
for 2 years then from 1974 to 1987, Mr. Kothari served in 
Bukhatir Investment Group in Sharjah. It was a lot of work 
and dedication that saw him rise to the position of CEO of 
the Bukhatir Group at the young age of 29 years. 

After thirteen years of service, he decided to branch out 
and set up his own Corporate Advisory and Investment 
Banking business, based out of both, India and Dubai. 
The need for quality education at affordable cost was 
the driving force that motivated Mr. Kothari to embark 
into the most honorable service – the field of Education. 
Establishing Delhi Public School (DPS) Jodhpur in 
India, a ‘Not for Profit’ school in the memory of his late 
grandfather, Shri Shugan Chandra Kothari, who was 
his inspiration. Moving further, he ventured to set up 
DPS Sharjah (2000) and DPS Dubai (2003) in UAE, the 
country where he grew professionally and as a leading 
Entrepreneur. Mr. Kothari is a patriot, who is in the 
journey of nation building, even if it may be in a small but 
significant way. “Educate a child, Build a nation”. Every 
school he chairs, has a very generous Fee Waiver policy 
to benefit students whose family expresses the need for 
financial support. In order to meet the social commitment, 
his schools in UAE have adopted villages in India and 
provided solar lamps under the banner “Light a Billion 
Lamps” and also endowment programs such as, “Aao 
Sangh Paden” [‘Come let’s study together’] to support 
deserving students of economically weaker section in 
India. Mr. Kothari has been conferred the “Pride of India” 
award by Indian Business & Professional Council for 
Contribution in the field of Education and honored with 
the prestigious Mother Teresa Award by Mother Teresa 
International Awards Committee for Excellence in the  
field of Education.

In a freewheeling interview with us, Mr. Kothari  
spoke about his journey, his family and the business  
of education.

Q. Delhi Private School - what is the group origin 
story? Talk us through your journey as a first-
generation entrepreneur who achieves success in a 
tough and highly competitive field.

The first lesson that I learnt from my father at a young age 
was that “Man gives his best under pressure”. These 
words were imbibed in my memory and thus started my 
journey towards entrepreneurship. I came from a family 
where my grandfather and father were in government 
services and not from a business background. It was a 
tough decision to be self-employed having worked the 
first 15 years of professional career for someone else. 

For me, the self-employment journey also began in the 
field of professional work when I started Interstar Financial 
Services in India, specializing in the field of Corporate 
Restructuring, Mergers & Acquisition and Syndication of 
Debts. The journey in the field of education started in the 
year 1997, where we set up the first school, Delhi Public 
School, in Jodhpur [my hometown] in memory of my 
Late Grandfather, through a charitable trust by the name 
‘Shugan Chandra Kothari Trust’.

The experience, excitement and satisfaction of building 
an educational institution inspired me to expand horizons 
in the Middle East and I started on the first commercial 
venture in Sharjah under the name ‘Delhi Private School 
Sharjah LLC.’ in the year 2000. Thereafter gradually I set 
up other schools in Dubai and Ras Al Khaimah serving 
both Indian and British curriculums. Indian curriculum 
schools are under the name Delhi Private School; British 
curriculum schools are Victory Heights Primary School 
(VHPS) & South View School (SVS). Today, we are serving 
a population of 13,000 students in the UAE and another 
4,500 students in Jodhpur.

Q. Chartered Accountant turned billionaire has a nice 
ring to it! You are the head of one of the largest expat-
owned businesses from India. What is your formula for 
success that has helped keep your group at the top 
for decades?

No one starts with a set formula for success but the 
journey which becomes successful gets converted into a 
formula. Moral: “What works” Few principles which we 
always follow, i.e., integrity, good governance and man 
management, have helped us in building our institutions. 
I can therefore say that these are the formulae/recipes for 
a successful business. Our biggest strength always has 
been to give the highest value to the human resources 
who alone contribute in building educational institutions.

Q. You landed in the UAE during an era when few 
professionals did? Take us through the journey from 
your early days at the Abdul Rehman Bukhatir Group 
and the thought process.

I came to the UAE in October 1974. Very true that in those 
years professionals did not come to UAE as it did not 
offer them many opportunities. However, I took that risk 
and came to the UAE. One of the main reasons was that 
I worked in Mumbai with ICICI Ltd., a development bank 
at that time and had gotten married at a very young age 
(23 years). It was tough for me to support myself and my 
wife with a salary of Rs. 550/- per month so, I opted to 
come to the Middle East. I joined Abdul Rehman Bukhatir 
Group known as Bukhatir Investments Ltd. (BIL), in one 
of the subsidiary companies Eastern Contracting as a 
Finance Manager where I worked for about 18 months.  
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Later I was transferred to Project Management Company, 
another group company of Bukhatir Investments Ltd., 
which was responsible for implementation of various 
projects. I worked there till 1978. As most of the projects 
were almost getting completed Mr. Bukhatir transferred 
me to BIL parent company as CEO. Thus, my journey 
with the group started on a growth path. Yes, there were 
apprehensions before I came to the UAE but in hindsight, 
I think it was the best decision I took, to come to this part 
of the world.

Q. Tell us more about the support you got from your 
family. How much can that support count towards 
professional and business success?

No one can move forward without the family’s support. 
Though, initially they were apprehensive of my decision 
since, we do come from a traditional family and my 
father and father-in-law were in Government services, 
but over a period of time they too realized that it was a 
right decision and both sides of the family supported 
me fully. With regards to the support in professional and 
business success, I became a Chartered Accountant with 
their guidance and direction given by the family. Since 
my elder brother had become an engineer, my mother 
was absolutely sure that her second son will become 
a Chartered Accountant and, in those years, we never 
questioned our parents’ decisions. So, I followed that  
and had complete support of my family. My family did  
not have any business background but it was a risk I  
took, after discussing with my parents before I ventured  
in to doing business. Their basic approach was, that  
since I had done professionally well in my career growth, 
they were sure/confident that I was taking the right 
decision and supported me in my decision for which I  
am indeed very grateful. Since then, my wife and family 
have been my biggest cheerleaders supporting all my 
visions and growth. 

Q. We understand that the words ‘Dream’ and ‘Drive’ 
have a very important role in your professional 
vocabulary. Do tell us more about them.

I believe it’s important for everyone to have a dream  
but simultaneously have a drive to achieve that dream.  
I would say being, only competitive is enough but, you 
also need the burning desire inside you to achieve 
something bigger better and competitive. Do not get 
disheartened by any criticism. Respond to criticism with 
your performance. 

We all have Dreams, different types of dreams. I came 
from a conservative family, my father was in Government 
services where, I would not say we were short of money 
but it was also not available in abundance therefore, we 
had to learn to do two things namely:

a. To make adjustments and not be demanding; and 

b. Be rational in your expenditure.   

Having said that, my wife and I were newlyweds living in 
Mumbai and for me, travelling every day from Borivali to 
Churchgate by train leaving her behind without knowing 
what is happening back home throughout the day, was 
another drive to achieve big. This always encouraged 
me to dream of owning an apartment in Malabar Hill, so 
that I would not have to travel by train for work. It made 
me dream to not only set up a business but also to give 
a better life to my family including my parents. My father 
spent/invested all his earnings in educating us and it was 
the time to give back the dividends. 

There was a dream to see my parents live with me and 
they did spend a few months every year, a dream to 
ensure my children go to the best schools which I did to 
the best of my ability. Above all I had a dream to earn love 
respect from people around. I am blessed that my dreams 
have come true. Unless you have a burning desire to grow 
and move forward, you cannot fulfil your dreams.   

Q. How much did UAE’s ease of doing business  
help in molding your decision to extending your 
education empire to the UAE? Were there other 
deciding factors?

UAE offered us a platform where things and rules were 
reasonably clear. Whenever one sets up a business 
the most important thing is ability to do it without using 
“Influence” or “Wastaa” and I can proudly say that this  
is one place where the rules are defined, opportunities  
are equal for all and the administration is very helpful  
in giving directions and helpful in getting your things 
done.  So, ease of doing business does help in growth.  
If you are continuously struggling to get your things  
done, to get approvals then your decision to grow further 
is controlled. Unless you are in a position, where you 
make the rules, you influence the rules. But, if you are  
of the size that we are, you need complete support from 
the administration and guide you to progress. This is  
one thing many countries can learn from UAE, including 
India for sure. Our growth has been very much been 
influenced by ability to get things done and get the 
support from administration. 

Q. Did Covid-19 alter any growth plans for the 
education business. How has the pandemic shaped 
the future for your group?

Covid-19 did not affect us in the same way as it affected 
many businesses. While the children did not come to 
school and were doing distance learning but were paying 
the fees. We had to support some families due to loss 
of jobs, reduction in salaries so, you are part and parcel 
of the society, I would not say there was no negative 
impact or that we did not face some obstacles, but it was 
worth every cost if it meant honoring our commitment 
to the students and because we stood by our parents 
and students, when we were back to normalcy, our net 
numbers were better than they were before Covid-19. 
Definitely, all the growth plans were put on hold because 
of many uncertainties. One had to see clarity while 
holding a crystal ball. Now that Covid is hopefully behind 
us, we are back on track, schools are operating in full 
swing and we are planning growth and set up more 
projects, here as well as in India. There was lull period 
of 3.5 years because it takes a year and a half for a new 
school project to take shape. We are confident that we 
shall be walking northwards very soon.

Q. How are the current economic challenges  
in the region and the world influencing the  
education business?

Whenever there are economic challenges, it does affect 
everyone globally. Fortunately, in the field of education 
there is a not so direct impact, as parents would cut down 
their costs/expenditure elsewhere but ensure that their 
children go to school and therefore economic challenges 
which have hit the region and/or global have not been 
very detrimental to the education. Some parents had lost 
their jobs and they had to go back to India, there were 
vacancies but they got filled in by other students who 
were in the wait–list. Overall, it has not been so bad.
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Q. How do you balance life outside professional 
sphere with your business interests? How do  
you make time for hobbies and family in your  
busy schedule?

I am of a firm belief “Work hard and Play hard”. I also 
believe that it is important, that everybody should have 
some interests/hobbies other than work and business 
alone. I have two interests: 

a. Watch movies (fortunately my wife also has similar 
interest, we do find time to watch one every week. 
Though, during pandemic it was not possible to go to 
the theatres so Netflix was thoroughly enjoyed) and 

b. Reading poetry, particularly Hindi.

One cannot pursue hobbies/interests unless we manage 
our time well. Time management is utmost important. I 
make sure I have plenty of time to nurture my hobbies.

Q. Given the market turbulence, what do you feel is 
the best way forward for your Group in particular and 
the education industry in general?

Market turbulence is a temporary phase. It not permanent 
and education is long term. One thing we have to 
remember whatever may happen; children will always 
go to school. Having said that we are re-evaluating the 
overall situation and will move forward with growth and 
expansion to meet the needs of the situation and future. 
We certainly see a bright future in UAE and particularly in 
Dubai for creating top quality education institutions here.

DID YOU KNOW? 
QWERTY KEYBOARD

The QWERTY layout is attributed to an American 
inventor named Christopher Latham Sholes, and it 
made its debut in its earliest form on July 1, 1874. The 
layout was designed to help people type faster. Earlier 
typewriters used to have keys arranged in alphabetical 
order, but this arrangement created several problems 
that led inventors and typewriter manufacturers to 
look for an efficient alternative keyboard layout. The 
keys were mounted on metal arms, which would jam 
if the keys were pressed in too rapid succession. The 
QWERTY keyboard layout is one invention created in 
an earlier time, and for a different machine, but still 
relevant today. From old, heavy manual typewriters, 
to modern-day touchscreen keyboards, QWERTY has 
been successfully able to maintain its relevance.

TAXATION

Taxation has its historical roots in the first years of 
record-keeping: the earliest signs are recorded on clay 
tablets found in Sumeria in southern Mesopotamia, 
part of modern-day Iraq. Tax records date from around 
3300 BC. Archaeology confirms that Egypt employed 
one of the first tax systems: between 3000 and 2800 
BC, Egyptian pharaohs employed collectors or scribes 
to impose levies on a range of goods and produce, 
such as cooking oil. Tax was collected twice a year and 
provided revenue primarily to fund government activity, 
to support the head of state and to finance the conduct 
of wars.

EVENTS AND 
HAPPENINGS 
GLOBAL READY TALENT PROGRAMME

PKF-CAP is honoured to be featured in the inaugural 
edition of the Good Company Report 2021/22 by @
Enterprise Singapore!. The report profiles great local 
companies under the Global Ready Talent Programme 
(GRT) with strong talent development initiatives and 
quality work experiences for their interns – where learning 
takes place beyond the classroom.

PARTNERSHIP WITH XERO

PKF International is delighted to announce a multi-year 
global partnership with Xero, a cloud-based accounting 
software platform. This follows many years of Xero 
working locally with PKF member firms. Partnering at a 
global level means that Xero will become the network’s 
preferred cloud accounting solution for member firms 
around the world and their small to medium business 
clients. This partnership will empower the PKF network’s 
advisors with the right data and insights to help their 
clients make more informed decisions for their business 
and, ultimately, underpin the PKF network’s values.

Q. Any parting words of wisdom for budding 
entrepreneurs / CAs who want to make it the UAE?

CAs who want to come to the UAE - it is a wonderful 
place where you can find great opportunities and it 
offers international environment for learning as well as 
professional growth. So, if you get an opportunity go for it 
and make a wonderful career here. 

Words of wisdom, well… - do not be rigid, keep an open 
mind, no journey can be pre-determined. Both, challenges 
and opportunities come in your path of growth. Face the 
challenges and grab the opportunities. Commit yourself to 
anything that you take up. Be passionate and committed 
in whatever you do. All entrepreneurs should believe in 
their own idea and be passionate about your business. 
Have a sense of commitment and ownership, not in as 
equity but ownership of your idea. Remember you do 
not build an organization in silos but with a team who are 
your biggest assets. Those who take care of their human 
resources succeed well. “Be a team player before you 
become a team leader”.
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Value Added Tax (VAT) and Excise Tax

The UAE Federal Tax Authority (‘FTA’) has issued certain 
User Guides and Awareness Material since our last tax 
update. Key updates are as below:

Date Tax
Type Of 
Update

Particulars  
of Update

January 
2022

VAT and 
Excise Tax

User Guide Payment User Guide 
(Updated)

January 
2022

VAT and 
Excise Tax

User Guide VAT Importer guide

February 
2022

VAT and 
Excise Tax

User Guide Voluntary Disclosure 
(‘VD’) user guide 
(Updated)

April 
2022

General User Guide Whistle Blower 
Program for 
Tax Violations 
and Evasions 
‘’USEGWB001’’

April 
2022

General Awareness 
Materials

Get to know your Tax 
Obligations

Summary of abovementioned key updates are as under:

Payment User Guide (Updated)

The updated payment user guide covers two methods of 
paying VAT and Excise Tax via:

a. e-Dirham or credit card.

b. bank transfer (GIBAN) – local transfer.

iii. From Bank based in UAE

iv. International transfer where remitter bank is based 
outside UAE

The user guide provides detailed step-by-step instructions  
of how to pay by each option, including diagrams and  
useful tips. In case of international transfer where remitter 
bank is based outside UAE, the remitter bank should be 
member of SWIFT.

It is important to note that the payment by visa e-dirham card 
will typically incur a charge of 1% from the total amount up 
to a maximum of AED 600, whereas a payment using a credit 
card (Non eDirham card) will typically incur a charge of AED 
3 + 2% of the total amount debited from the card. Further, 
it provides detailed steps to choose the payment allocation 
option on the eService portal. 

User Guide on import by VAT registered and Non-
registered Importer

This user guide provides for different business import 
scenarios and steps to be followed in terms of importing 
goods into the UAE and declare goods subject to  
VAT by navigating through the Federal Tax Authority  
(FTA) website. 

TAX UPDATE

VAT, Corporate 
Tax and Excise 
Updates

Updated User Guide on Voluntary Disclosure (‘VD’)

The updated VD User Guide provides explanations on 
requirements and procedures for the submission of Voluntary 
Disclosures under Excise Tax and VAT. The updates have 
been listed below:

• Tax Group Voluntary Disclosures shall be submitted 
by any active Group representative member, or by the 
last representative member before the Tax Group was 
deregistered. The detailed step-by step instructions are 
provided in the user guide.

• The guide provides for detailed step-by-step 
instructions on how to file a VD that can be submitted 
against submitted VAT returns, acknowledged VDs, or 
acknowledged tax assessments. 

• A letter must be prepared containing all background facts 
and a detailed description of the error(s) disclosed, as 
well as the impact on the relevant sections/boxes of the 
tax return in order to assist  
FTA to acknowledge the VD request. The letter  
must be wet ink signed and stamped by the authorised 
signatory.

User Guide on Raqeeb - Whistle Blower Program for Tax 
Violations and Evasions ‘’USEGWB001’’

The FTA encourages reporting non-compliant business 
activities through the Raqeeb Programme (Whistle Blower 
Program for Tax Violations and Evasion), as explained in 
the guide. The guide helps informants successfully submit 
information in a secure and confidential manner of any tax 
evasions or tax offences.

General Awareness Material on the Tax Obligations  
of businesses

The FTA has issued a general awareness document on the 
tax obligations of the businesses covering many areas e.g., 
registration, zero-rated and exempted supplies, records 
and documentation to be kept and retained, tax groups and 
obligations of business after registration i.e., tax invoice 
requirement, VAT returns and payments.

Economic Substance Regulations

The Ministry of Finance has recently made certain 
amendments to the ‘Guidance on Notification’, ‘Guidance on 
Report’ and ‘Frequently asked questions’ (‘FAQs’).

Key amendments relate to providing previous compliance 
details at the time of filing a notification including penalty 
details (if any, levied pervious years); certain items to be 
considered in the total revenue and tangible assets figures 
while filing the ESR report; changes in the FAQs (mainly 
addressing the issues such as changes in the legal form or 
email address and information to be provided while applying 
for a refund of penalty).

Proposed UAE Corporate Tax regime

Corporate Tax Public Consultation Document seeking 
suggestions from Public at large

Background and Introduction

The Ministry of Finance (‘MOF’) of the UAE announced on 31 
January 2022 that the UAE will introduce Federal Corporate 
Tax (‘CT’ / ‘UAE CT’) (applicable across all Emirates) on 
accounting net profits (after certain adjustments) that will be 
effective for financial years starting on or after 1 June 2023. 

In this regard, in April 2022, the MOF had released a Public 
Consultation Document (‘PCD’) containing important 
information on the proposed UAE CT Regime and seeking 
inputs / comments from interested parties on its main 
features and implementation.
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It is stated in the PCD that it does not reflect the final view of 
the UAE Government and is not intended to comprehensively 
address all possible aspects of the proposed UAE CT regime. 
The PCD is released in advance of relevant legislation being 
finalised and promulgated and it is released on the basis that 
it is without prejudice to the final UAE CT regime.

The last date of submitting the inputs / comments was 19th 
May 2022. 

The PCD covers following key information on the proposed 
CT regime:

1. Taxable Person

This section sets out the proposed treatment for different 
types of persons under the UAE CT regime.

• The flowchart below shows the persons who will be 
subject to tax as per the proposed UAE CT regime.

WHO WILL BE SUBJECT TO UAE CT?

Is the person:

• A legal person incorporated in the UAE;

• A legal person that is not incorporated in the UAE but is effectively 
managed and controlled in the UAE; or

• A natural person who is engaged in the business in the UAE?

Does the person have a 
permanent establishment 
in UAE?

YES NO

This 
person will 
be subject 

to CT

This person 
will not be 
subject to 

CT

YES NO

NO

Source: Public Consultation Document on proposed UAE CT 

• The Companies and branches registered in free zones 
(‘FZ’) (collectively referred to as ‘free zone person’/ ‘FZP’) 
will be within the scope of UAE CT regime and shall be 
required to file CT return however, can continue to benefit 
from 0% CT rate, provided:

 — It maintains adequate substance and complies with 
all regulatory requirements

Is the person:

• The UAE Federal / Emirate 
Government and other 
department, authorities or 
other public institution;

• A wholly Government-
owned UAE company that 
carries out a sovereign 
mandated activity, and 
that is listed in a  
cabinet decision

• A business engaged in the 
extraction and exploration 
of UAE natural resources 
that is subject to Emirate-
level taxation;

• A charity or another public 
benefit organisation that  
is listed in a  
cabinet decision

• A regulated investment 
fund that has applied for 
an CT exemption?

NO YES

Does the person earn 
UAE Sourced Income?

 — Income is earned from transactions with businesses 
located outside UAE#

 — Income is from trading with businesses located in 
the same or any other FZ#

 — Income is from certain regulated financial services 
directed at foreign markets

 — In case of FZ with a branch in mainland, regular CT 
rate shall apply on its mainland sourced income and 
0% on the other income#

 — In case of FZ without a branch in mainland – 
benefit of 0% CT rate shall be available only if  
income from mainland is limited to passive income 
which would include interests, royalties, dividend and 
capital gain#

 — The transactions are between FZPs, and their group 
companies located in mainland UAE (However, 
payments made to the FZP by a mainland group 
company will not be a deductible expense for the 
mainland group company)

 — In case where FZP is located in Designated zone 
for VAT, 0% CT rate benefit shall be available in 
respect of sale of goods transactions with mainland 
businesses that are importer on record#

#If a FZP earns any other mainland sourced income, it may 
be disqualified from the 0% CT regime in respect of all their 
income subject to certain conditions.

2. Basis of Taxation

UAE tax resident persons will be taxable in the UAE on their 
worldwide income, which for a natural person will be limited 
to the income earned from their business activity carried out 
in the UAE. 

• Tax Residency of legal persons

 — Companies incorporated in UAE will be  
considered resident.

 — Foreign companies may be treated as resident in UAE 
if it is effectively managed and controlled in the UAE

• Tax Residency of natural persons

 — Individual engaged in business / commercial activity 
will be considered resident either in own name of 
through unincorporated partnerships

• Further, non-residents will be subject to CT on:

 — Income from their Permanent Establishment (PE) in 
the UAE (Fixed place of business PE and Agency 
PE tests prescribed and it is also stated that the 
OECD Commentary on Article 5 to be followed, while 
ascertaining existence of a PE in the UAE).

 — Income sourced in UAE.

• Certain overseas income will be exempt from CT 
including income from foreign branches and qualifying 
foreign shareholdings (subject to certain conditions) and 
where overseas income is not exempt, benefit of foreign 
tax credit may be available.

3. Calculation of Taxable Income

• Tax period (annual) to be aligned to the financial 
accounting period. If a business does not have a financial 
accounting period, default tax period shall be Gregorian 
calendar year.
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• The Tax will be calculated in the following manner:

Particulars

Accounting Profit / (loss) as stated in the financial statements 
prepared using accounting standards and principles that are 
acceptable in the UAE

Add/ (less):  Unrealised losses / (gains) on Capital items

Less: Exemptions (likely based on certain conditions)

• Income earned by UAE companies from investments in 
other companies, and from operations conducted outside 
the UAE through foreign subsidiaries or foreign branches

• All domestic dividends including those paid by FZP

• Foreign dividend and capital gains on sale of shares of 
both UAE and foreign companies (Conditional)

• Foreign branch (Irrevocable option (for all foreign 
branches) to claim an exemption for their foreign branch 
profits or to claim foreign tax credit for taxes paid in the 
foreign branch country)

• Income earned by a non-resident from operating or 
leasing aircraft or ships (and associated equipment) used 
in international transportation (provided the same tax 
treatment is granted to a UAE business in the relevant 
foreign jurisdiction under the reciprocity principle)

Add: Adjustments/ Non-Deductible expenses

• Unrealised gains / losses on Capital items

• Net interest expense exceeding 30% of a business’ 
EBITDA, as adjusted for CT purposes (Payment to related 
party may be allowed subject to conditions.

• Certain specific expenses to ensure that relief can only 
be obtained for expenses incurred for the purpose of 
generating taxable income, and to address possible 
situations of abuse or excessive deductions

• Related Party payment to FZPs subject to 0% CT

• Expenditure incurred to entertain customers, 
shareholders, suppliers and other business partners will 
be allowed with a cap of 50% of such expense

• Administrative penalties and recoverable VAT

• Donations paid to an organisation that is not an approved 
charity or public benefit organisation.

• Set-off of Losses: Businesses will be able to offset a 
loss incurred in one period against the taxable income of 
future periods subject to various conditions. 

4. Tax Groups

The UAE CT regime will allow full consolidation for tax 
purposes (tax grouping) for essentially wholly owned  
groups of companies, subject to stated shareholding and 
other conditions. 

5. Transfer Pricing

The UAE CT regime will have transfer pricing rules to 
ensure that the price of a transaction is not influenced by 
the relationship between the parties involved. In order to 
achieve this outcome, the UAE will apply the internationally 
recognised “arm’s length” principle (‘ÁLP’) to transactions 
and arrangements between related parties and with 
connected persons.

6. Rate of CT

CT will be charged on the annual taxable income of a 
business as follows: 

a.   0%, for taxable income not exceeding AED 375,000;  
      and 

b.   9%, for taxable income exceeding AED 375,000.

Thus, progressive taxation to be applied.

• Withholding Tax @ 0% on certain domestic and cross-
border payments made by UAE businesses, is proposed.

7. International tax developments

• The introduction of a CT regime in the UAE will provide 
a basis for the UAE to execute its support of the global 
minimum effective tax rate as proposed under BEPS 2.0 
Pillar Two.

• The MoF will notify the relevant rules as to how the UAE 
CT regime shall implement the Pillar Two proposals.

• The introduction of the UAE CT regime will not impact the 
existing Country by Country reporting requirements and 
relevant regulations.

8. Administration

• Businesses subject to CT needs to register with FTA 
and obtain Tax Registration Number. FTA can also 
automatically register a business for CT purposes if the 
person does not voluntarily do so.

• Tax Returns and Payments 

 — Single Tax Return and other related supporting 
schedules for each Tax period 

 — No provisional CT return filing required

 — No advance CT payment required

• CT Return to filed electronically and payment to be made 
within 9 months from the end of Tax Period.

• MoF will be releasing detailed procedures and guidelines 
for Assessment, Clarifications to be sought from FTA, 
Documentation requirements 

• Audit of Financials will continue to be determined as 
per applicable Company law and Free Zone regulations. 
Audited FS would be mandatory for Free Zone availing 
0% CT Benefit.

International Tax Updates

UAE’s DTAA network

The UAE has entered into and concluded the Double 
Taxation Avoidance Agreements (“DTAA” / “Tax Treaties”) 
with over 137 countries. The list of the countries / 
jurisdictions with whom UAE has entered and concluded  
the DTAA can be found at: 

https://www.mof.gov.ae/en/StrategicPartnerships/
DoubleTaxtionAgreements/Pages/DoubleTaxtion.aspx 

Further, in continuation to our previous update, it is pertinent 
to note that UAE has signed new DTAA with Cote D’Ivoire. 
Also, DTAA with Antigua and Barbuda has entered into force 
on 24 February 2022.

(This article is contributed by Ms. Sarika Dhameja, Associate 
Partner- Tax Division and Mr Gaurav Verma, Assistant 
Manager - Tax Division)

https://www.mof.gov.ae/en/StrategicPartnerships/DoubleTaxtionAgreements/Pages/DoubleTaxtion.aspx 
https://www.mof.gov.ae/en/StrategicPartnerships/DoubleTaxtionAgreements/Pages/DoubleTaxtion.aspx 
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OMAN UPDATE

External Quality 
Assessment of 
Internal Auditors 

Background

As per the Ministerial decision 27 of 2021 issued by 
the Capital market Authority (CMA) of the Sultanate of 
Oman, published in the official gazette in February 2021 
introduced a mandatory compliance requirement of 
comprehensive external evaluation of internal auditor  
for joint stock companies listed on Muscat Securities 
Market Exchange.  

What is an EQA?

An external quality assessment, or EQA, evaluates  
the internal audit function of joint stock companies and 
assess conformance with the International Professional 
Practices Framework (IPPF) issued by Institute of  
Internal Auditors (IIA). The assessment covers adherence 
to the Code of Ethics, the Core Principles, the Definition 
of Internal Audit and the International Standards for  
the Professional Practice of Internal Auditing  
(the IIA Standards).

Objectives / Why EQA is required?

As per the  ministerial decision 27 of 2021, External 
Quality Assessment (EQA) is required at least once 
in every four years. Accordingly, the EQA review is 
expected to cover the following key objectives:

• Assessing Internal Unit’s efficiency and effectiveness 
in carrying out its responsibilities as per the Audit 
Charter and Audit manual;

• Identifying opportunities to enhance the Internal Audit 
unit’s work processes, resource management, and 
value-add to the company;

• Evaluating the experience and skillsets of the Internal 
Audit staff.

Modus Operandi for EQA

Following approach is expected to be followed by the 
external evaluator:

• The external assessor should adhere to the IIA EQA 
guidelines and leverage the templates and tools 
prescribed by the IIA. The combination of the IIA 
tools and an experienced quality assessor will enable 
the assessment to be efficient and effective, while 
providing best practices and performance measures 
for continuous improvement.

In accordance with the IIA’s Guidance and Tools, the 
quality assessor should:

• Perform an off-site review of supporting documents 
and other advance materials prepared by the internal 
audit department.

• Validate the preliminary plan with the internal audit 
department to clarify information and add details to 
the work plan.

• Conduct an interview with the internal audit 
department to gather/analyze information, documents 
and its compliance with the Standards.

• Perform off-site work, including limited tests of 
source documents (risk assessments, work papers 
of audit and consulting projects and audit planning 
documents).

• Evaluate internal audit’s policies, procedures and 
processes against the Standards.

• Evaluate the risk assessment process, the internal 
audit scoping process, and annual or periodic internal 
audit planning process.

• Conduct brief interviews with selected members of the 
board (audit committee), executive management, and 
operating managers, to get an independent indication 
as to the effectiveness and credibility internal audit, 
the appropriateness of its authority and scope, and 
opportunities for improvement.

Other requirements as per the Ministerial decision 
No. 27 of 2021

The company should conduct a comprehensive external 
evaluation of the internal audit activity as follows: 

1. The evaluation shall be conducted by an accredited 
internal audit firm, provided the firm shall not be 
previously appointed as an external or internal auditor 
of the company in the last four (4) years;

2. The appointment shall be by the board of directors;

3. The evaluation shall be once every four (4) years to 
cover the activity in the previous four (4) years;

4. The evaluating firm shall submit the report to the 
board of directors;

5. The valuation report shall explain whether or not the 
internal audit unit has, since the last evaluation:

a. Complied with this regulation;

b. Complied with the internal audit work in 
accordance with the International Professional  
Practices Framework (IPPF) issued by the Institute 
of Internal Auditors (IIA) to the extent it is not 
inconsistent with this regulation.

Conclusion

Every joint stock company listed on Muscat Securities 
Market Exchange need to comply with the statutory 
requirement issued by the CMA and shall submit the 
report to them. Noncompliance to the said provision may 
attract the penalty and can create the complication with 
the regulatory authority. 

Contact us

For further information or advice concerning the above 
regulatory matter in the Sultanate of Oman, please 
contact Mr. Chirag C. Buha, Deputy Manager – Audit and 
Consultancy Services at chiragbuha@pkfoman.com 
or Mr. Amit Athalye – Partner at amitac@pkfoman.com 
or call us on +968 79122116 / +968 92804086 / +968 
24563196.

(This article is compiled by Mr. Chirag C. Buha, of PKF 
L.L.C, the PKF member firm in the Sultanate of Oman)

mailto:chiragbuha%40pkfoman.com?subject=
mailto:amitac%40pkfoman.com?subject=


OFFICES / CONTACTS 
IN THE UAE AND OMAN

DUBAI / JEBEL ALI
S.D. Pereira | V. Joshi | S. Lalwani
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
Jyotin Dholakia
T: (971-2) 6261715
F: (971-2) 6261716
E: abudhabi@pkfuae.com

SULTANATE OF OMAN - MUSCAT
I. R. Pereira | A. C Athalye 
B. B. Poojari
T: (968) 24 563195 /6 /7
F: (968) 24 563194
E: muscat@pkfoman.com

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.

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.

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

Range of Services
Audit, Assurance & Advisory

• Statutory audit
• Other assurance services including 

Agreed-upon Procedures
• Compilation of financial statements
• Agreed-Upon Procedure for RERA
• Unified In-Country Value 

certification (ICV) for ADNOC, 
ADDED, Aldar, Abu Dhabi Ports, 
ENEC and Mubadala 

• Training, consulting and 
implementation of IFRS

• Internal audit including  
compliance for DFSA and  
ADGM regulated entities

• Enterprise risk assessment 
• Internal control review
• Risk management review
• Finance and Accounting 

Procedures Manual
• Business process review 
• Due diligence reviews
• Forensic and other investigations
• Delegation of authority matrix
• Information technology / cyber 

security review 

Corporate Finance

• Financial due diligence
• Market analysis and feasibility 

studies with financial forecasts
• Business & share valuations
• Identification & valuation  

of intangible assets on a  
business acquisition  
(purchase price allocation)

• Impairment reviews
• Preparation of Business Plans  

and Information Memoranda
• Fund raising
• Advice on partner/share holder 

entry/exit
• Review of financial models
• Sale of business 

Business Process Outsourcing

• Book keeping and  
accounting services 

• Payroll and HR management  
and processing

• Confidential processing of payroll 

• Short term placement of 
accounting staff

• Outsourced accounting & 
payroll services for DIFC 
companies

• Fixed asset management 
• Inventory verification and 

reporting 

Structuring Services

• Entry strategy
• Free zone, mainland and 

offshore company formation
• Company liquidation /  

de-registration services
• Registered agent and registered 

office services
• Company re-domiciliation / 

migration services
• Visa services (application  

and renewal)
• Conversion of mainland LLCs 

to 100% foreign ownership
• Identification of local agent for 

mainland professional licenses
• Succession planning
• Statutory compliance services 

for UAE based entities 

Tax Advisory and Compliance

• Tax Advisory Services
• VAT and Excise Tax 

Implementation support 
• VAT and Excise Tax 

registrations, amendments  
and deregistration

• Assistance in preparing  
and filing of VAT and Excise 
Tax returns 

• Diagnostic reviews and health 
checks for VAT and Excise

• Represent / liaison with relevant 
authorities on taxation matters

• Tax Agency Services
• Assistance in evaluation, 

preparation & filing of  
reports under UAE ESR &  
CbCr regulations

• Cross-Border tax advisory
• Tax due diligence
• Training on tax matters
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