
Economic Substance Regulations – What’s Next !

Banking business
Insurance business
Investment fund 
management business
Lease-Finance business
Headquarters business

Financial penalties - AED 10,000 to AED 
300,000
Termination of commercial registration and 
prosecution
Exchange of information with foreign authorities
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For FY ending 31st December 2019 - 30th June 2020

For FY ending after 31st December 2019 – To be 
announced by regulatory authorities

WAY FORWARD - What Businesses Should Do?

Undertake gap assessment for fulfilling ESR Tests

Consider the level of substance and whether the substance 
is adequate
Review the corporate group’s operational and legal 
structure

Assess long term impact in the UAE and other 
countries

Assess requirements of migrating the 
residence to other jurisdictions 

Assess impact on any treaty 
benefits, international transfer 
pricing rules etc.

FILE ESR REPORT

ADEQUACYDIRECTED & MANAGED

ESR TESTSRELEVANT 
ACTIVITY*

NOTIFICATION INCOME FROM 
RELEVANT 
ACTIVITY

CIGA

Company’s core 
income-generating 

activities (CIGA) 
are carried out in 

the UAE

Company has 
adequate senior 
executives and 

qualified full-time 
employees’ 

resident in the 
UAE

Company has 
physical local 

presence and has 
incurred 

appropriate capital 
expenditure in the 

UAE.  

Where CIGAs are 
outsourced to a 
third party, such 
expenditures are 
proportionate to 

it’s operation 

Meetings of the 
board of 
directors, 
partners, 

managers, are 
physically held in 
the UAE and key 

strategic decisions 
are set out during 

such meetings.

Company has 
adequate operating 
expenditure incurred 

in the UAE

The company maintains 
books of accounts using 
applicable accounting 

standards

Company has adequate 
level of internal policies and 
controls for governance and 

risk management

No defined parameters 
bringing subjectivity i.e. 

term adequate’ and 
‘appropriate are 

subjective

Aspects around Board 
Meetings - location of 

directors, quorum, 
minutes etc.

Adequacy for 
expenditure, number of 

employees, qualification 
of employees

Interpretation issues 
between the ESR 
Regulations and the 
ESR Guide 

Implementation of 
immediate remedial 
or corrective action 

Absence of actual form 
of reporting

CHALLENGES

Shipping business
Holding company 
business
Intellectual property 
business
Distribution and service 
center business

*Relevant Activities for ESR Avoid consequences on default
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