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Expense Deductibility: Maximizing Compliance and
Minimizing Risk

The ‘Wholly and Exclusively' Rule

In the UAE Corporate Tax landscape, you cannot simply deduct every cost you incur. The fundamental legal test
is whether an expense was incurred 'wholly and exclusively' for the purposes of generating your taxable business
income. If an expense has a personal component, or if it doesn't clearly support your business operations, the
Federal Tax Authority (FTA) can—and often will—disallow it. This requires a shift in how you track your business
outflows, moving from general ledger categorization to a strict, evidence-based justification for every deduction
you claim.

Hidden Traps: Non-Deductible Expenditures

The list of non-deductible or partially deductible expenses is extensive and often overlooked. Common examples
include fines and penalties, government bribes (strictly prohibited), certain forms of entertainment that do not
have a clear business purpose, and private personal expenses. If these are bundled into your general operating
expenses and claimed in your tax return, you are essentially inviting an audit. The FTA's sophisticated digital
monitoring often highlights unusual spending patterns or high-risk expense categories, making accurate
categorization not just a best practice, but a necessity.

The Burden of Proof: Documentation is Everything

Think of an expense as being 'guilty until proven innocent.' You must have the original, valid tax invoice, a
contract or agreement, and evidence of payment to prove that the expense was actually incurred and served a
legitimate business purpose. Without this, even a genuine business expense becomes non-deductible in the eyes
of the tax authorities. In an audit, you will have a limited window to produce this evidence; if you cannot prove i,
you will lose the deduction, pay the tax due, and potentially face heavy penalties for an inaccurate tax filing.
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The Audit Ripple Effect

When the FTA disallows a major expense deduction, it triggers a ripple effect. You must pay the original tax you
avoided, plus late payment interest, and potentially administrative penalties for providing an incorrect tax return.
Furthermore, once the FTA identifies that you are claiming non-deductible items, your business is likely to be
flagged for more frequent, comprehensive audits in the future. Accurate expense management is the foundation
of a 'low-risk' profile with the tax authorities.

Why Your Business Needs Intex Global for Expense Optimization

Understanding what you can and cannot deduct is the difference between a compliant return and a costly audit
nightmare. At Intex Global, we move beyond simple accounting to provide expert tax-deductibility optimization.

We perform comprehensive reviews of your company expenses, filtering out non-deductible items—Iike certain
entertainment costs or personal expenditures—that could trigger penalties if claimed erroneously. We help you
establish rigorous internal controls and documentation practices that ensure every deductible expense:is properly
supported by the original invoices and contracts the FTA requires. Our goal is to maximize your tax efficiency
while eliminating the risks of audit-provoking errors. Don't leave your deductible claims to guesswork; partner with
Intex Global to ensure every Dirham of your expense report is defensible, compliant, and optimized.

Need an Audit-Proof Expense Strategy? Contact Intex Global!
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