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UPDATE – Economic Substance Regulations in the UAE 

 
The UAE Government has revised the UAE Economic Substance Regulations (“ESR”) by issuing UAE Cabinet 
Resolution No. 57 of 2020 concerning Economic Substance and the updated guidance Ministerial Decision 
No. 100 of 2020 on the issuance of directives for the implementation of the provisions of the Cabinet Deci-
sion No. 57 of 2020 concerning Economic Substance Requirements (“the Regulations”). The Regulations 
require UAE onshore and free zone companies and certain other business forms that carry out any of the 
defined “Relevant Activities” listed to maintain and demonstrate an adequate “economic presence” in the 
UAE relative to the activities they undertake (“Economic Substance Test”). MENA LEGAL informed about 
the introduction of the ESR in our respective previous newsletters. 
 
It has been clarified that natural persons, sole proprietorships, trusts and foundations are not considered 
“Licensees" under the Regulations and hence, are excluded to submit a Notification. 
Moreover, the ESR Regulations exclude certain forms of entities from the requirement to meet the Eco-
nomic Substance Test. For the purpose of the ESR Regulations, an Exempted Licensee includes any of the 
following entities registered in the UAE and which carry out a Relevant Activity:  

a) an Investment Fund; 
b) an entity that is tax resident in a jurisdiction other than the UAE; 
c) an entity wholly owned by UAE residents and meets the following conditions: 

i. the entity is not part of a MNE (multinational enterprise) Group; 
ii. all of the entity's activities are only carried out in the UAE; 

d) a Licensee that is a branch of a foreign entity, the Relevant Income of which is subject to tax in a 
jurisdiction other than the UAE.  

 
Branches registered in the UAE are regarded to be an extension of their “parent” or “head office” and 
therefore are not considered to have separate legal personality. As such, a “parent” or “head office” regis-
tered in the UAE must file as a single Licensee, reporting the Relevant Activities of itself and all its branches 
in one composite Notification and/or Economic Substance Report.  
 
As per the new regulations every Licensee and Exempted Licensee is required to submit a ESR Notification 
by 31 December 2020. Licensees and Exempted Licensees that have already submitted a Notification di-
rectly to their Regulatory Authorities are required to re-submit a Notification in accordance with the provi-
sions of the ESR Regulations on the Ministry of Finance Portal once available. The respective Portal is ex-
pected to be setup by beginning of December 2020. 
 
Subsequently, the ESR Notification must be submitted within six months from the end of the Financial Year 
of the Licensee or Exempted Licensee. The Economic Substance Report shall be submitted within twelve 
months from the end of the relevant Financial Year. 



 

 
            

    

 
Further guidance is made available on the Ministry of Finance’s website 
(https://www.mof.gov.ae/en/StrategicPartnerships/Pages/ESR.aspx) and portal. 
 
Please do not hesitate contacting us for support and/or further clarification required.  
 
MENA LEGAL 

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


 

 
            

    

ABOUT MENA LEGAL 
 
MENA LEGAL represents a global network of law firms and is a member of the B&A (www.b-
a.global), an association of various professionals structured as a Swiss Association, which 
provide a wide range of services on "one-stop-shop" basis to international corporations, 
small and medium sized companies and individuals. 
 
Its members and individual experts have in-depth experience in matters of legal, tax, busi-
ness consulting, accounting, property consulting, project finance and recruitment services, 
mainly with a focus on the markets of Europe, the Middle East, North Africa and beyond. 
 
With over 30 years of personal and professional experience our members provide compre-
hensive and competent advice related to the business environment in various parts of the 
world, but also provide advice to regional entrepreneurs with respect to opportunities and 
legal matters in Europe, the Middle East, North America and Asia. With member offices in 
Germany, Italy, France, the Netherlands, USA, United Kingdom, Switzerland the United Arab 
Emirates, Egypt, Jordan and Saudi Arabia, along with associated partners in various other 
countries, our members are positioned to offer hands-on support and on-the-ground ser-
vices on a regional basis. 

 
 

Our focus is on advising the following business sectors: 
 

 Real Estate and Construction  
 Engineering and Architecture 
 Car manufactures and Supply Industries 
 Logistics and Aviation 
 Oil & Gas and Mining, Petrochemicals 
 Fintech and Blockchain 
 Renewable Energy and Environmental Technologies 
 Security and Defence 
 Hotels and Leisure Properties 
 Pharmaceutical and Biotechnology 
 Education, Sport and Events 

 
 

With the following services: 
 

 Allocating local partnerships and project finance opportunities 
 Joint-Venture arrangements  
 Agency and Representation Agreements  
 Advice regarding doing business under international sanctions  
 Corporate set-up  



 

 
            

    

 Immigration services 
 Mergers & Acquisitions  
 Commercial litigation and arbitration  
 Real Estate development and acquisitions  
 Construction and infrastructure projects  
 Public procurement and tendering procedures  
 Local and cross-border taxation  
 Labour law  
 Inheritance law and wills 

 
 

For more information please contact:  
info@mena-legal.com or +971 (0)4 450 83 82  
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