TRANSFER PRICING-FTA PUBLIC CLARIFICATION CTPO11 /'l'

NAVIGATING DOWNWARD ADJUSTMENTS
IN CORPORATE TAX RETURNS



http://www.bazaaraccounting.com/

A RECENT FTA PUBLIC CLARIFICATION

AIA INTRODUCTION

In an increasingly complex Tax landscape, the recent guidance from the Federal Tax
Authority (FTA) on downward adjustments in Corporate Tax returns has brought
critical insights for businesses. Understanding and implementing these
clarifications is not just about compliance, it's also essential for minimizing Tax risks

during potential Audits.




PART ONE

KEY INSIGHTS FROM THE FTA CLARIFICATION

® EMPHASIS ON THE ARM'S LENGTH PRINCIPLE

@ SELF-ASSESSMENT IS CRUCIAL
® MANDATORY DISCLOSURE OF DOWNWARD ADJUSTMENTS

® ROBUST SUPPORTING DOCUMENTATION



1.EMPHASIS ON THE ARM’S LENGTH PRINCIPLE

ARM'S LENGTH STANDARD

The FTA reiterates that all transactions involving related parties must adhere to the

Arm’s Length Standard. This principle ensures that pricing reflects true market

conditions, which is crucial for fair Taxation.
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2.SELF-ASSESSMENT IS CRUCIAL

NO PRIOR FTA APPROVAL NEEDED

Taxable entities have the authority and obligation to self-assess the necessity of

adjustments related to related-party transactions. CTP0O11 clarifies that prior FTA

approval is not required, allowing for a more autonomous and responsive

approach to compliance.
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3.MANDATORY DISCLOSURE OF DOWNWARD
ADJUSTMENTS

DISCLOSURE REQUIRED

It's vital to note that any Downward Adjustments must be prominently disclosed in Tax

returns, regardless of the value or nature of the affected transaction. This requirement

emphasizes the importance of robust documentation practices and transparent

Accounting.
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4.ROBUST SUPPORTING DOCUMENTATION

BENCHMARKING STUDIES

Robust Supporting Evidence Is key to substantiating any pricing adjustments.

Companies should prepare detailed analyses, such as Benchmarking Studies, as it is

specifically identified as part of the supporting analysis expected by the clarification.

This is to validate that their pricing aligns with the Arm’s Length Principle and

justifies any downward adjustments.
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PART TWO

STRATEGIC INSIGHTS FOR BUSINESSES

AUDIT READINESS
ENHANCING TRANSPARENCY

POSITIONING FOR SUCCESS

ALIGNMENT WITH BEST PRACTICES



1.AUDIT READINESS

BE PROACTIVE

The Tax landscape is fraught with uncertainties and potential audits can uncover

discrepancies that lead to costly ramifications. By being proactive in documenting

and aligning with the Arm’s Length Principle, Businesses can strengthen their

position in the event of an FTA review or Audit.
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2.ENHANCING TRANSPARENCY

BUILD STAKEHOLDER TRUST

By actively engaging in proper documentation and rationale for Tax adjustments,

Businesses not only fulfill regulatory requirements but also build trust with

stakeholders and regulators.
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3.POSITIONING FOR SUCCESS

INDUSTRY LEADERSHIP

In Today's Environment, Companies that embrace stringent Tax practices are better

positioned as Industry Leaders. A commitment to best practices can attract clients

who value Compliance and Transparency.
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4. ALIGNMENT WITH BEST PRACTICES

REVISIT INTERNAL POLICIES

This clarification serves as a timely reminder to revisit internal policies and ensure

alignment with best practices in Corporate Governance and Tax Compliance.
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DEADLINE APPROACHING

A GAME-CHANGER FOR TAXPAYERS

With the deadline for most Corporate Tax returns fast approaching at the end of
September, This clarification is a game-changer for Taxpayers. Now is the
perfect time to dive into your related party transactions, identify any necessary

Transfer Pricing adjustments and ensure your documentation and disclosures

are fully aligned with UAE regulations.



HOW BAM TAX ADVISORS CAN HELP

At BAM ADVISORS, we help businesses navigate UAE Transfer Pricing requirements with
practical, business-focused solutions.

CONTACT US

www.bazaaraccou ntin.com

= info@bazaaraccounting.com
\\ +97142342722/+971568460251

? 1403, Al Moosa Tower 1, Sheikh Zayed Road,
Dubai , UAE
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