Corporate Tax in the UAE
Unrealized gains or losses
Based on the Public Consultation Document, unrealized gains or
losses related to capital items (e.g., property, plant and
equipment; long term debt etc.) will not be taxable whereas those
related to revenue items (i.e., any non-capital items) would be
subject to tax. We explore this topic further in this article and
discuss the steps businesses can take in preparation for Corporate
Tax in the United Arab Emirates (UAE).
The ﬁnancial statements of an entity shall present fairly, in all
material respects, the ﬁnancial position, ﬁnancial performance
and cash ﬂows in line with the requirements of International
Financial Reporting Standards (IFRS).
Under IFRS, businesses can revalue certain assets and liabilities
under certain circumstances to accurately reﬂect the change in the
value of the items. For example, companies can elect to apply an
accounting policy to:
Measure investment property under IAS 40 Investment
Property at fair value;
Measure property, plant and equipment under IAS 16 Property,
Plant and Equipment using a revaluation model etc.
Under certain circumstances, the applicable standard requires fair
valuation or translation such as:
Investments designated at fair value either through proﬁt or
loss or through other comprehensive income under IFRS 9
Financial Instruments;
Translation of monetary assets and liabilities denominated in
foreign currencies using foreign exchange rates in line with IAS
21 The Eﬀects of Changes in Foreign Exchange Rates.
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Unrealized gains and losses as a result of these revaluations are
either reﬂected in the Income Statement (otherwise known as
statement of proﬁt or loss) or other comprehensive income
(OCI). The OCI is typically presented separately from the Income
Statement.
The starting point for calculating taxable income is the net
proﬁt/loss from the Income Statement. As such, any unrealized
gains/losses which are recorded under OCI would not initially be
part of the taxable income calculation unless the unrealized
gains are added back, or unrealized losses are deducted as part
of the tax calculation. The challenge for businesses will be to
distinguish between unrealized gains/losses from capital items
and unrealized gains/losses from revenue items.
Further guidance on this is expected to be provided when the
Corporate Tax Law is published. In the meantime, businesses
should ensure that they are applying the accounting for
unrealized gains and losses in accordance with the respective
IFRS. Businesses that currently have material unrealized gains
and losses from revenue items, should factor these when
forecasting their taxes as part of their medium to long term
ﬁnancial planning activities.

Contacts
We have a dedicated corporate tax team based in the UAE who
have in-depth experience and can support you throughout your
readiness journey.
If you require assistance at any stage during the CT
implementation, please get in touch with one of our tax experts
listed on the following page.
You can also contact us and submit all your queries on this email
cituae@deloitte.com.
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