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Qualifying Free Zone Person (QFZP) Status:
Separating Fact from Myth

The 0% Tax Reality

A common misconception among many business owners in the UAE is the belief that simply holding a Free Zone
license automatically guarantees a permanent, unconditional 0% Corporate Tax rate. This is an incorrect
assumption. In reality, the 0% regime is strictly conditional and is not a default benefit. It is granted only to those
who qualify as a 'Qualifying Free Zone Person' (QFZP) under the Federal Tax Authority (FTA) regulations. This
status requires constant, meticulous adherence to complex rules regarding the nature of your income, your
operational activities, and your documented presence in the Free Zone.

Core Conditions for Compliance

To benefit from the preferential 0% rate, your business must satisfy four cumulative conditions simultaneously.
First, you must maintain genuine Economic Substance within the UAE, meaning you have real operations, not
just a paper presence. Second, you must derive your 'Qualifying Income' primarily from transactions with other
Free Zone entities or from international markets. Third, you must strictly adhere to the Arm's Length Principle for
all transfer pricing in related-party transactions. Finally, you must maintain impeccable compliance, including
timely registration and filing of your tax returns.

The De Minimis Threshold Explained

The FTA provides a 'de minimis' tolerance level to offer some flexibility, but it is a narrow margin. If your non-
qualifying revenue exceeds the lower of 5% of your total revenue or AED 5 million, you lose the 0% status
entirely for that period. This is not a partial loss; it is a total loss of the benefit, making your entire taxable income
subject to the standard 9% rate. This calculation requires precise accounting and revenue tracking throughout the
year.
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The High Cost of Non-Compliance and Penalties

Failure to meet these stringent requirements triggers severe and lasting financial consequences. Beyond the
immediate loss of the 0% tax benefit for the current tax period, you will be disqualified from claiming QFZP status
for the subsequent four tax years, resulting in significant, unplanned tax liabilities. Furthermore, the Federal Tax
Authority (FTA) imposes various administrative penalties for non-compliance, such as failure to register, late filing
of tax returns, and failure to maintain adequate records. These penalties, which can start at AED 10,000 for
registration failures and continue with monthly fines for late filings, are automatic and can rapidly escalate,
placing a significant and unnecessary burden on your business's cash flow.

Why Intex Global is Required for Your Corporate Tax Compliance

Maintaining QFZP status is not a one-time setup; it is a complex, continuous compliance challenge that requires
expert oversight throughout every financial period. The regulations are stringent, and the risks of
misinterpretation are high. At Intex Global, we offer a comprehensive suite of services designed to protect your
0% tax status.

We go far beyond simple tax filing. Our team performs proactive 'Tax Health Checks' to meticulously classify your
revenue streams, ensuring you do not unintentionally breach the 'de minimis' threshold. We help you build robust
documentation to prove your 'Core Income-Generating Activities' (CIGA), which is the bedrock of the economic
substance requirement. Furthermore, we prepare detailed transfer pricing studies that justify your intercompany
transactions in accordance with the Arm's Length Principle.

In the eyes of the Federal Tax Authority (FTA), documentation is evidence. Without a professional partner to
ensure your internal records, contracts, board minutes, and financial statements are aligned with the legal
substance of your operations, you are vulnerable to audits. Partnering with Intex Global means you have a
dedicated advocate who ensures your business remains audit-ready at all times. Don't risk a costly five-year
disqualification, hefty administrative penalties, and the associated back-taxes—secure your tax position today by
partnering with Intex Global's expert consultancy team.

Contact Intex Global for a QFZP Compliance Review
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