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1. Overview

The United Arab Emirates (UAE) has well-established infrastructure, a stable political system and one of the most liberal trade regimes in the Gulf
region. It continues to be increasingly important, relevant and attractive to businesses from around the world as a place to do business and as a
hub for the region and beyond. While the oil sector continues to make up a significant proportion of Gulf Cooperation Council economies, the UAE
is successfully diversifying its economic base from over-reliance on the energy sector. In the medium term, firmer oil prices and the easing of
fiscal consolidation had been expected to promote economic activity, especially as investments ramped up ahead of Dubai's Expo 2020, but the
decision to delay that event by one year, low oil prices and slowed production have weakened the outlook. The developing disruption caused by
the global fallout from the coronavirus pandemic, including commaodity price shocks, means that the healthy upside of economic reforms will
likely offer only limited protection from the downside risks damaging economic growth.

Sources: BBC Timeline, Fitch Solutions

2. Major Economic/Political Events and Upcoming Elections
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July 2019

Emirates Water and Electricity Company launched a tender for a 2GW solar photovoltaic power project in Abu Dhabi. Successful bidders would
have a 40% equity stake in the facility, while local entities would hold the remaining share. Deadline for the submission of bids was the fourth
quarter 2019 and the facility was slated to begin operations in 2022.

October 2019
The UAE and Russia signed six deals in the energy, advanced technology and health sectors worth over USD1.3 billion during Russian President
Vladimir Putin’s visit on his Gulf tour.

During a 10-day trip to Asia and the Middle East by President Jair Bolsonaro it was announced that Brazil and the UAE had agreed to expand
trade between the two nations and to foster investment fund partnerships in sectors such as agribusiness, infrastructure, energy and defence.

November-December 2019
The UAE (with Bahrain and Saudi Arabia) participated in the 24th biennial football Gulf Cup tournament being held in Doha after having earlier
announced a boycott.

January 2020

The Federal Electricity and Water Authority (FEWA) of the UAE launched tender seeking expressions of interest for the development of 500MW
solar photovoltaic (PV) park in Umm al-Quwain. The selected developer would be responsible for designing, building, financing as well as
operating the project, which would be developed under Independent Power Producer framework. The developer would hold a 40% stake in the
project, while the remaining would be held by FEWA and the government of Umm Al Quwain. FEWA would also enter into long-term power
purchase agreement with the developer as the sole off-taker of electricity from the project.

February 2020

The UAE announced the discovery of 80 trillion standard cubic feet of shallow gas resources in place between Saih Al Sidirah and Jebel Ali in the
emirates of Abu Dhabi and Dubai respectively. The discovery would likely trigger a substantial upgrade in proved gas reserves over the coming
years.

The UAE formed a Food Security Council amid concerns about food supply vulnerabilities because of the emerging coronavirus pandemic.

March 2020
The Dubai authorities recommended that the Bureau International des Exposition agree to a one-year delay to the Expo that was due to start in
October 2020. Around 11 million overseas visitors had been expected to attend and more than USD8 billion had been spent in preparation.

Abu Dhabi-based hospitals provider NMC Health revealed that it had discovered USD3 billion of debt the board was unaware of and had not
approved. The revelation was in addition to the USD2.1 billion of debt reported in June 2019.

April 2020
The Dubai Future Foundation released a report identifying the massive increase of online traffic, from streaming services and remote working
policies, as highlighting the need for a reassessment of regional telecom infrastructure and regulatory change.

The Department of Economic Development in Abu Dhabi announced an increase of 68% in new commercial licences (4,786 issued) in the first
quarter of 2020.

The head of the immigration department in Dubai announced that in response to the coronavirus pandemic flexible visa extension programmes
had been established and visa transfers from one company to another would be permitted.

Q12020

In response to the Covid-19 pandemic, authorities announced a stimulus package amounting to AED26.5 billion (USD7.2 billion) in various fiscal
measures. Among these include AED16 billion approved by the federal government to support the private sector by reducing various government
fees and accelerating existing infrastructure projects.

May 2020
Abu Dhabi Fund for Development (ADFD) launched AED1 billion initiative to support national companies during Covid-19 pandemic.

May 2020
The UAE began cutting oil output in line with the 9.7 million barrels per day OPEC+ production cut deal which came into force on May 1, 2020 and
expires in 2022.

June 2020

An AED88 million (USD24 million) infrastructure development project for the tenth industrial zone in Sharjah, UAE has achieved 15% completion,
according to WAM. The Phase one work, which is near completion, covers rainwater, water, gas and electricity networks. Phase two includes the
construction of internal roads and parking lots, a modern water network, as well as a rehabilitation of communications network. The project work
was expected to be completed before September 2021.



July 2020
Dubai reopened to international tourists on July 7.

August 2020
The UAE established diplomatic relations with Israel. This allows Israelis to invest, exchange and possess Israeli goods in UAE.

August 2020

Mitsubishi Hitachi Power Systems won a contract to provide three M701 JAC gas turbine generators for a 2.4GW gas turbine combined cycle
plant in Fujairah, UAE. The project would be built, owned and operated by Abu Dhabi National Energy Company, Mubadala Investment Company
and Marubeni Corporation. Samsung C&T Corporation was the lead contractor for the project, which is due to start full commercial operation in
2023. The output from the facility would be sold to Emirates Water and Electricity Company for 25 years.

September 2020

A tender for Dubai Electricity and Water Authority (DEWA)'s Hassyan Sea Water Reverse Osmosis (SWRO) plant in Dubai attracted a water
levelised tariff of USD0.277 per cubic metre. The bid was believed to be the lowest in the world. The SWRO plant, to be built on the independent
water producer model, would have a capacity of 120 million gallons per day. The project was part of DEWA's plan to increase Dubai's desalination
capacity from 470MIGD to 750MIGD. The plant was scheduled to be commissioned in 2024.

October 2020

After the United States brokered a peace treaty between the UAE and Israel in September, Israel's Knesset ratified the agreement to normalise
relations between the UAE and Israel. Later in the month, the foreign ministers of both the UAE and Israel met in Germany to discuss further steps
in normalising relations between the two.

November 2020
Mike Pompeo, United States Secretary of State in the Trump Administration, visited Abu Dhabi to continue building on ‘positive momentum’ made
from the Abraham Accords, following the normalisation of relations between Israel and the UAE.

December 2020
The UAE abolished the need for companies to have Emirati shareholders. The amendments to the 2015 commercial companies’ law remove key
provisions requiring that a company be chaired by an Emirati national and for the board of directors to be majority Emirati.

January 2021
Dubai issued a new USD86 million stimulus package to mitigate the effects of the ongoing pandemic. The measures extend government support
programmes by a further six months, until at least June 2021.

January 2021

Gulf countries, including the UAE, signed an agreement at the 41st annual GCC summit to end a three-year long embargo against Qatar.
Diplomatic ties between the Quartet states (Saudi Arabia, the UAE, Bahrain and Egypt) and Qatar would be fully restored, and the blockade
against Qatar would be lifted.

Sources: BBC country profile — Timeline, , , IMF, Fitch Solutions

3. Major Economic Indicators

Real GDP and Inflation GDP by Sector (2019)

% share
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4. External Trade
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4.2 Trade in Services
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5. Trade Policies

e The UAE has been a member of the World Trade Organization (WTO) since April 10, 1996, and a member of the General Agreement on Tariffs
and Trade since March 8, 1994.

e The UAE is a member of the GCC alongside Kuwait, Oman, Saudi Arabia, Bahrain and Qatar. GCC membership means that the UAE is part of a
single market and customs union with a common external tariff. Under the accord, goods imported into the GCC area can be freely
transported throughout the region without paying additional tariffs.

¢ Generally, a customs duty of 5% is imposed on the cost, insurance and freight value of imports.

e A 5% VAT was introduced in the UAE as of January 1, 2018. The tax will apply to almost all goods and services except basic food items,
education and healthcare. The 0% VAT rate also applies to goods and services exported outside the VAT-implementing GCC member states,



international transportation, crude oil/natural gas, the first sale of residential buildings and some specific areas.

¢ On October 1, 2017, the UAE implemented an excise tax on tobacco products, carbonated drinks and energy drinks. The tax applies to both
locally manufactured and imported goods. The applicable tax rates are 50% for carbonated drinks and 100% for tobacco products and energy
drinks. Since January 1, 2020, the tax has applied to electronic cigarettes (with or without nicotine or tobacco) and liquids used in them (both
at a rate of 100%) as well as beverages with added sugar or sweeteners (50%).

¢ Prohibited products include live swine and other products prohibited on security, health and safety grounds. Restricted products include pig
meat products and alcoholic beverages, which require import licences and, in most cases, the tariff on these products is 200%. Certain
medicines can be imported or exported only after receiving the necessary permits from the authorities.

 Trading (importing and/or exporting) in the UAE requires a trading licence and a trader code, which is available from the customs department
of each emirate and is valid throughout the UAE. Import and export licences are dependent on ownership rules, with certain industries
requiring a domestic partner with a share of 51% of ownership in the importer or exporter in order to obtain the relevant permits. These
ownership rules changed in 2018 and are further outlined below (see FDI Policy section).

 Imports of all live animals, animal products (except food products of animal origin) and fodder need an import permit issued by the Ministry of
Climate Change and Environment. Additionally, all live animals, animal products, plants and plant products are subject to quarantine
requirements and need to be accompanied by health certificates.

e The UAE aims to achieve long-term prosperity for current and future generations through Vision 2021, which aims to forge a sustainable and
diversified economy that is flexible in adopting new economic models and capitalises on global economic partnerships. Among the 12 key
performance indicators it has set to achieve this are: non-oil real GDP growth, net inflow of Foreign Direct Investment as a percentage of GDP,
the share of UAE nationals in the workforce, the 'Emiratisation Rate' in the private sector and the contribution of small and medium-sized
enterprises to non-oil GDP.

Sources: WTO — Trade Policy Review, , Fitch Solutions
6. Trade Agreement

6.1 Multinational Trade Agreements

Active

1. WTO: The UAE has been a member of the WTO since April 1996.

2. The GCC Customs Union: This customs union, which entered into force on January 1, 2003, seeks to enhance ties between member countries
and allows the free movement of local goods among member states. The UAE's trade with these countries is tariff-free. Other members are
Bahrain, Kuwait, Oman, Qatar and Saudi Arabia. This agreement helps member states to leverage each other's industrial capacity and logistics
networks. The geographic proximity of these countries and their general adoption of free-trade economic policies are factors that foster a
competitive business environment. Only imports of certain sensitive goods from GCC countries face tariffs, and there is freedom of movement
between GCC countries without customs or non-customs restrictions. All members benefit from having common regulations and procedures
and unified standards and specifications for all products. There is freedom of movement between GCC countries for the vast majority of
goods without restrictions, reducing the overall time and cost burdens for supply chains.

3. The Pan-Arab Free Trade Area (PAFTA): PAFTA was established in order to create an Arab economic bloc that could effectively compete with
other countries while ensuring that member countries increased trade with each other. PAFTA entered into force on January 1, 1998. The most
important aspect of the agreement was that over the next decade (to 2008), each member country would seek to reduce customs fees by 10%
per annum as well as gradually eliminate trade barriers. In March 2001, the member countries decided to reduce the period over which the
reductions in tariffs could be made so as to speed up the process and in January 2005 the elimination of most tariffs among the PAFTA
members was enforced. Parties to PAFTA include Algeria and the Palestinian Authority as well as the original signatories: Bahrain, Egypt, Iraq,
Jordan, Kuwait, Lebanon, Libya, Morocco, Oman, Qatar, Saudi Arabia, Sudan, Syria, Tunisia, the UAE and Yemen.

4. GCC-European Free Trade Association (EFTA - Iceland, Liechtenstein, Norway and Switzerland): The GCC and the EFTA states signed a FTA
with the GCC which came into force on July 1, 2014. The agreement covers the progressive elimination of tariffs on trade in services and
manufactured goods, as well as investment, and other trade-related issues, such as protection of intellectual property, and is fully consistent
with provisions of the WTO. In addition, bilateral arrangements on agricultural products between individual EFTA states and the GCC form part
of the instruments establishing the free trade area between both sides.

5. GCC-Singapore FTA: The GCC-Singapore FTA (GSFTA) applies to the trade in goods and services and became effective on September 1, 2013.
The GSFTA eliminates most tariffs (99%) on Singapore's exports to the GCC. This is a comprehensive agreement covering trade in goods, rules
of origin, customs procedures, trade in services and government procurement, among others. Key sectors benefitting from the agreement
include telecommunications, electrical and electronic equipment, petrochemicals, jewellery, machinery and iron and steel-related industry. The
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recognition of the halal certification of Singapore's Majlis Ugama Islam Singapura will also pave the way for trade in halal-certified products to
gain faster access to the GCC countries.

Signed But Not Yet in Effect

The Trade Preferential System of the Organization of the Islamic Conference (OIC): The agreement would see to the promotion of trade between
member states by including most-favoured nation principles, harmonising policy on rules of origin, exchanging trade preferences among member
states, promoting equal treatment of member states and special treatment for the least developed member states, and providing for regional
economic bodies made up of OIC nations to participate as a block. The agreement will cover all commodities groups. The OIC comprises 57
members, which means fully realising such an agreement would be highly impactful, encompassing approximately 1.8 billion people. Although
the framework agreement, the protocol on preferential tariff scheme and the Rules of origin have all been agreed on, members are required to
update and submit their concessions list for the agreements and system to be able to come into effect. As of April 2020, only 14 nations, the UAE
among them, have done so.

Under Negotiation

1. Australia-GCC: Australia and the GCC share a significant economic relationship, encompassing trade and investment across a broad range of
goods and services. The GCC is a key market for agricultural exports such as livestock, meat, dairy products, vegetables, sugar, wheat and
other grains. The agreement provides an opportunity to address a range of tariff and non-tariff barriers related to food exports that will benefit
the food and drink sectors in the UAE. To date, there have been four rounds of Australia-GCC FTA negotiations, with the last one held in June
2009. An Australia-GCC FTA would provide an opportunity to reduce barriers to trade in mineral commodities and automotive parts. Provisions
on investment would both encourage inward investment from the GCC as well as enhance security for Australian investments in GCC
countries themselves, including in such areas as mining or the development of educational campuses. No progress is expected on an FTA
with the GCC while the intra-Gulf tensions, which commenced in June 2017, remain unresolved.

2. GCC-Mainland China: The first-round negotiations of the GCC-Mainland China FTA commenced on April 27, 2005. Greater trade liberalisation
will help develop the industrial and service sectors. Trade liberalisation with the GCC will help the group integrate and grow with mutual
cooperation and comprehensive tariff reduction. Mainland China accounts for nearly 15% of the GCC's total global trade. Thus far, the two
parties have held nine rounds of negotiations and have reached an agreement on the majority of issues concerning trade in goods.

3. IGCC-India: The GCC and India are negotiating an FTA. The agreement is expected to remove restrictive duties, push down tariffs on goods
and pave the way for more intensive economic engagement between the nations. More than 50% of India's oil and gas comes from the GCC
countries.

4. GCC-Japan: Japan and the GCC are negotiating an FTA. This agreement will seek to reduce tariffs and liberalise services trade and
investment. Japan mainly imports aluminium, natural gas, liquid natural gas and petroleum products from the GCC, while Japan mainly
exports electronics, vehicles, machinery and other industrial products to the GCC.

5. Other: A number of other GCC FTAs are currently under negotiation. The countries engaged in negotiations include Pakistan, New Zealand,
South Korea, the Mercosur bloc and Turkey.

6. GCC-EU: Negotiations for an FTA between the European Union (EU) and the GCC started in 1990 but were suspended in 2008. The region
represents an important export market for the EU and ongoing cooperation between the two led to a more structured informal dialogue on
trade and investment being launched in May 2017. The EU has had a delegation to the UAE since 2013 and in January 2018 a cooperation
agreement was signed with the UAE Ministry of Foreign Affairs and International Cooperation to scale up EU-UAE relations and strengthen
cooperation on key issues of mutual interest including trade, innovation, research and multilateral cooperation.

Sources: WTO Regional Trade Agreements database, X
, , Fitch Solutions

7. Investment Policy

7.1 Foreign Direct Investment

Foreign Direct Investment Stock Foreign Direct Investment Flow
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7.2 Foreign Direct Investment Policy

1.

The UAE is a federation of seven emirates (Abu Dhabi, Ajman, Dubai, Fujairah, Ras Al Khaimah, Sharjah and Umm Al Quwain). Currently, the
UAE does not have a federal corporate income tax regime; however, most of the emirates introduced income tax decrees in the late 1960s,
and taxation is therefore determined on an emirate-by-emirate basis.

Investment promotion agencies exist depending on the emirate. For example, the Sharjah Investment and Development Authority, or Shurooq,
is an independent government agency that assists investors in finding partnerships in the respective emirate. However, the UAE government
has, as of October 2018, created an additional special unit within the Ministry of Economy to help attract foreign investors. The unit will offer
significant benefits to investment firms by stipulating that foreign investment firms which secure licences under the decree will be treated
like national companies, significantly cutting back on red tape.The UAE is the largest recipient of foreign direct investment in the Middle East.

Under the emirate-based tax decrees, CIT may be imposed on all companies (including branches and permanent establishments) at rates of
up to 55%. However, in practice, CIT is currently only enforced with corporate entities engaged in the production of oil and gas or extraction of
other natural resources in the UAE.

Previously, foreign companies or individuals were limited to 49% ownership or control in any part of the UAE (with the exception of some free
trade zones), pursuant to law. A foreign business in these cases was obliged to have a UAE national sponsor, agent or distributor, with at
least a 51% ownership interest of the business. However, in October 2018 the UAE government approved a new foreign direct investment
(FDI) law that removed limitations on foreign-ownership in select sectors and has enabled 100% foreign ownership depending on the emirate
and the industry. The list of sectors (as delineated by the 'negative list’) in which foreign ownership would remain limited include the
following:

o Qil exploration and production

o Investigation, security, and military-related industries
o Banking and financing activities

o Insurance

o Pilgrimage and Umrah services

o Certain recruitment activities

o Water and electricity provision

o Fishing and related services

o Post, telecommunication and other audio-visual services
o Road and air transport

o Printing and publishing

o Commercial agency

o Medical retail (including pharmacies)

o Blood banks, quarantines and venom/poison banks

Other sectors, included on the 'positive list', will be open to increased foreign ownership. The new FDI law also provides the Cabinet with the
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11.

12.

13.

14.

15.

16.

17.

ability to add or remove sectors and industries from the respective lists and provides the Cabinet with the power to oblige a company or its
shareholders to meet certain requirements before greater foreign investment is allowed (in the case whereby a change in listing occurs).

In July 2019, acting under the new FDI law, the UAE Cabinet approved 122 economic activities across 13 sectors that will become eligible for
up to 100% foreign ownership. The sectors are: transport and storage; agriculture; space; manufacturing; renewable energy; hospitality and
food services; information and communication; professional, scientific and technical activities; administrative services and support services;
educational activities; healthcare; art and entertainment; and construction.

On August 4, 2020, the government issued an announcement permitting 100% foreign ownership of companies in the region of Ras Al
Khaimabh. In collaboration with the Ras Al Khaimah Department of Economic Development (RAK DED), companies will enter into the positive
list permitting 100% foreign ownership upon application.

Branch offices of foreign companies are required to have a national agent with 100% UAE national ownership, unless the foreign company
has established its office pursuant to an agreement with the federal or an emirate-level government.

Certain transactions in goods between companies established in FTZs have special treatment under the UAE VAT law and may not be
subject to VAT. The supply of services within FTZs is subject to VAT in accordance with the UAE VAT legislation.

VAT exemption applies to certain financial services, as well as to the residential real estate sector. Furthermore, transactions in bare land and
domestic passenger transport are also exempt.

Most emirates impose a municipality tax on properties, mostly by reference to the annual rental value. It is generally the tenants' obligation to
pay the tax. In some cases, separate fees are payable by both tenants and property owners. For example, in Dubai, the municipality tax on
residential property is currently imposed at 5% of the annual rental value for tenants or at 5% of the specified rental index for property
owners.

When a public joint stock company lists in the UAE, there is a 51% GCC ownership requirement. UAE nationals must chair and be the majority
of board members of any public joint stock company.

The law requires that foreign principals distribute their products in the UAE only through exclusive commercial agents who are either UAE
nationals or companies wholly owned by UAE nationals.

A registration fee may be levied on transfer of ownership of land or real property. For example, a land registration fee is levied in the emirate
of Dubai at a rate of 4% of the sale value of the property (a cost generally shared between the buyer and seller), payable to the Dubai Land
Department. In Dubai, the registration fee may also apply on the direct or indirect transfer of shares in an entity that owns real property.
These levies are imposed and administered differently by each emirate.

Effective from December 1, 2019, the UAE amended the definition of Qualified Investor to include foreign governments and their entities,
institutions and authorities or companies wholly owned by any of them.

The UAE is party to 51 active bilateral investment treaties with countries or economic unions, including one with Mainland China. An
additional 37 treaties have been signed but are not yet in force (including one with Hong Kong).

The UAE is party to seven treaties with investment provisions (including an investment promotion and protection agreement with Hong Kong
that entered into force in March 2020).

Currently, there are over 45 FTZs (and business parks) in the UAE, the majority of them in Dubai. Each emirate has its own rules but generally
offers tax holidays to businesses (and their employees) set up in the FTZ for a period of between 15 and 50 years (which are mostly
renewable). Certain FTZs also offer exemption from customs duties. The laws and regulations granting these tax holidays and exemptions
are not consistent across the various FTZs, therefore each FTZ needs to be considered separately. Dubai has implemented a 'One Free Zone
Passport' that allows companies to operate across Dubai's 24 FTZs with one just licence.

The current oil projects pipeline is focused on brownfield expansion and enhanced oil recovery; this will contribute the bulk of the growth over
the next decade. The prospects for greenfield growth are also improving, with national oil companies in Abu Dhabi, Ras al Khaimah and
Sharjah pushing to renew exploration activities. The government is putting increasing focus on developing the country's domestic gas
resource. The bulk of the resources are sour, with major projects in the pipeline including the North West Area project, for which tendering
was ongoing in 2020. The downstream oil and gas sector continues to expand and Abu Dhabi National Oil Company (ADNOC) plans to
further raise capacity by an additional 600,000 barrels per day at the al-Ruwais refinery, although in April 2020 it agreed to reduce output as
part of an OPEC deal to ease a supply glut created by reduced demand because of the coronavirus pandemic. Oil and gas demand will
continue to rise, extending the country's dependence on imported fuels, pipeline gas and LNG. The pace of demand growth will slow owing to
a mix of fuel switching, efficiency gains and subsidy reform.



18. In July 2020, Abu Dhabi's Department of Economic Development (ADDED) Agency announced a new Basic Industries Project, which outlines

investment opportunities in 27 fields to boost local manufacturing of basic consumer and industrial products in the following areas; food
production, important materials such as aluminium, cement and iron, medical supplies and power generation. The agency highlighted
opportunities in medical supplies, including gloves and face shields. Another eight opportunities in food production ranging from

manufacturing dates to baby foods, turning food waste into animal feed and seed production. Opportunities in power generation include the

manufacture of solar panels and batteries needed for clean energy production and machines for electronic surveillance of power plants.

19. In October 2020, the ADDED announced the issuance of "Foreign Direct Investment Licence" in Abu Dhabi that allows 100% of foreign

ownership.
Sources: WTO - Trade Policy Review, The ITA, Fitch Solutions,

7.3 Free Trade Zones and Investment Incentives

Free Trade Zone/Incentive Programme

Free Trade Zones (FTZs) are located throughout the country, with some open to all sectors and some
catering for specific industries (for example, financial services or ports and logistics). FTZs are
subject to strict control criteria; required to have security procedures in place to control the
movement of goods and people to and from the designated zone; and required to have Customs
procedures to control the movement of goods into and out of the designated zone. FTZs include, but
are not limited to:

- The Dubai Airport Free Zone

- Dubai International Financial Centre (DIFC) covers financial and non-financial business and
services, from wealth management and capital markets to art galleries and academic institutions

- Dubai Internet City
- Dubai Media City

- Dubai Multi Commodities Centre (DMCC) covers 20 business sectors such as energy, commodities,
gold and diamonds, technology, shipping and healthcare

- Dubai Studio City

- Dubai Production City

- Dubai Knowledge Park

- Dubai International Academic City

- Dubai Science Park

- Dubai Design District

- Abu Dhabi Airport Business City

- Abu Dhabi Media Free Zone

- Khalifa Industrial Zone Abu Dhabi

- Jebel Ali Free Zone

- Sharjah Airport International Free Zone
Sources: US Department of Commerce, Fitch Solutions

8. Taxation — 2021

¢ Value Added Tax: 5%
e Corporate Income Tax: N/A

Main Incentives Available

- FTZs have their own rules and
regulations and generally offer tax
holidays to businesses (and their
employees) set up in the FTZ for a
period between 15 and 50 years
(which are mostly renewable)

- 100% foreign ownership permitted

- Exemption from import and export
taxes

- Exemption from customs duties

- Exemption from CIT

- Exemption from personal income tax

- Freedom to repatriate capital

- Subsidised utilities costs

- Strong logistics connections

- Support services for completing
bureaucracy


http://u.ae/en/information-and-services/business/starting-a-business-in-a-free-zone

Source: United Arab Emirates Ministry of Finance
8.1 Important Updates to Taxation Information

¢ On October 1, 2017, the UAE implemented excise taxes on certain goods.

e There is a growing trend of tax reforms in the Middle East region and this may result in changes to the tax laws in the UAE. Based on public
sources, the UAE is in the early stages of studying a federal corporate tax regime for the country.

e VAT was implemented in the UAE on January 1, 2018, with a standard rate of 5%. This follows the ratification by the UAE of the Common VAT
Agreement of the GCC for the introduction of VAT in the GCC region.

» The UAE joined the OECD Inclusive Framework on Base Erosion and Profit Shifting (BEPS) on May 16, 2018. Economic Substance Regulations,
ESR or the Regulations, became effective in the UAE on January 1, 2019, requiring all in-scope UAE entities engaged in certain activities to
have demonstrable economic substance in the UAE from that date. The regulations bring the UAE into line with other jurisdictions which are
addressing the issue of entities shifting profits to lower tax jurisdictions without having corresponding local activity there. In September 2019
the UAE published a guidance document clarifying aspects of the application of the Regulations, which confirmed that Relevant Activities
include banking, fund management, insurance, shipping, intellectual property (IP) and distribution and service centres.

8.2 Business Taxes

Type of Tax Tax Rate and Base

CIT No federal taxation currently exists in the UAE, although each of the individual
emirates (Abu Dhabi, Ajman, Dubai, Fujairah, Ras Al Khaimah, Sharjah and Umm Al
Quwain) has issued corporate tax decrees that theoretically apply to all businesses
established in the UAE. Under the emirate-based tax decrees, CIT may be imposed
on all companies (including branches and permanent establishments) at rates of up
to 55%. However, in practice, CIT is currently only enforced with corporate entities
engaged in the production of oil and gas or extraction of other natural resources in

the UAE.

Branches of Foreign Banks Tax 20% levied by some of the Emirates which have their own specific banking tax
decrees to impose corporate income tax on branches of foreign banks.

Social security contributions Only for nationals of the UAE and GCC. A contribution of 17.5% of gross

remuneration is payable, with 12.5% paid by the employer and 5% by the employee,
except in Abu Dhabi where the rate is 20% (and the employer pays 15%).

Value Added Tax 5% applies to supplies of goods or services, unless those are specific goods or
services deemed to be zero rated such as healthcare and education or exempt such
as certain financial services.

Property Tax Most individual emirates in the UAE levy a municipality tax on propery, normally
according to the annual rental value and then payable by the tenant. In Dubai the
municipality tax on property is 2.5% on annual rental value for commercial
properties (paid by property owners) and 5% for residential properties (paid by
tenants). The transfer of ownership of land or real property can also attract a levy.
For example, in Dubai a land registration fee is levied at a rate of 4% of the fair
market value of the property (generally shared between buyer and seller), payable to
the Dubai Land Department. The registration fee may also apply on the direct or
indirect transfer of shares in an entity that owns real property.

Stamp duty No stamp duties or taxation are levied in the UAE.

Hotel Tax Most Emirates impose hotel levies, which apply on the value of hotel services and
entertainment. These levies are imposed and administered differently by each
Emirate. A Tourism Dirham fee is levied in the Emirate of Dubai. This is a charge on
hotel guests and tenants of hotel apartments ranging from AED7 to AED20 per
room per night. In the Emirate of Abu Dhabi, the fee is equal to AED10 per room per
night.

In addition, the Emirate of Abu Dhabi also imposes a tourism fee of 3.5% and
imposes a municipality fee that is levied on hotel stays at a rate of 2% on the total
value of the invoice.

Sources: United Arab Emirates Ministry of Finance, Fitch Solutions

Date last reviewed: January 26, 2021

9. Foreign Worker Requirements

9.1 Localisation Requirements



Developing human capital and increasing nationals' workforce participation constitute key elements of the GCC member states' economic
diversification plans and will continue to drive labour market policies across the region over the coming decade. The UAE government has
launched a policy of 'Emiratisation’, similar to that of 'Saudisation' in neighbouring Saudi Arabia, which is intended to boost the employment of
Emirati nationals in the private sector and reduce reliance on expatriate labour. There are specific local hiring quotas which must be fulfilled for
companies with 50 employees or more, and companies in the banking, insurance and retail sectors. Specific jobs are reserved for Emirati citizens
through legislation, such as Human Resources managers, secretaries and government liaison personnel. These local hiring requirements are not
applicable to companies with their operations based in the UAE's free trade zones.

9.2 Work Permits for Skilled Workers

Citizens who are not from the GCC need to be sponsored by their employer, and therefore need to have a job offer in order to be able to apply for
a work permit. Various documents such as educational and professional qualifications, results of medical examinations and a signed copy of the
job contract all need to be lodged with the UAE Ministry of Labour before the work permit will be granted.

9.3 Work Sponsorship System

Typically, as a result of relatively small domestic populations and the fact that a large portion of the domestic working-age population is
employed by the public sector in all six of the GCC states, employing foreign workers to fill low-skilled and high-skilled positions for the private
sector has been relatively easy. The large presence of migrant workers in many GCC states — the UAE is second only to Qatar in having the
greatest number of migrant workers - is attributed to the 'kafala' (sponsorship) system, which emerged in many GCC states in order to regulate
the relationship between employers and migrant workers in these countries. The employer is seen as the foreign worker's sponsor and is entirely
responsible for their visa and legal status. A downside risk is that some foreign workers have had their passports and wages illegally withheld by
GCC employers, and some risk not being allowed to leave the country or change employers without their current employer's permission.

The main objective of the 'kafala' system is to facilitate the steady supply of temporary and rotating labour rapidly to such countries during times
of economic boom - a labour force that could then be expelled fairly easily in less prosperous periods. However, owing to increasing pressure on
GCC states from human rights groups about the exploitation of foreign workers under this system changes came into effect from January 1,
2016, to better protect workers' rights under the 'kafala' system. These changes included job contracts that must specifically reflect the terms
offered to the employee verbally and must be signed by both parties prior to being submitted to the Emirate Ministry of Labour as part of the
formal work permit application; also that a contract of employment has come to an end if an employer has not met their contractual obligations
(for example, failed to pay their employees for 60 days or more). The changes allow workers greater freedoms in terms of seeking alternative
employment within the UAE and, therefore, obtaining a new work permit through a new employer.

9.4 Visa/Travel Restrictions

Citizens of other GCC and European Union states do not need a visa to visit the UAE. Citizens from North American states, Central Asian states
and Asian states in general can obtain a visa on arrival, and citizens of African and South American states are required to arrange a visa in
advance. Visa processing times are estimated at being four to six weeks.

New visa rules have been implemented (effective October 21, 2018) by the Ministry of Human Resources and Emiratisation which allow visitors
and tourists to apply for new UAE entry visas without leaving the country, and grant one-year residency extensions to widows and divorced
women. The new rules will also allow visitors to be granted a new entry permit (valid for 30 days), but only twice. Extension of entry permits will
require a payment of AED600 (not applicable to citizens of GCC nations).

Regulation surrounding long-term visas now offers:

e 5-year residency visas to persons owning real estate in the UAE worth a minimum of AED5 million

* Renewable 10-year visas to persons with investments in the country worth a minimum of AED10 million (if non-real estate investments make
up at least 60% of the total portfolio)

e 5-year visas for entrepreneurs

e 10-year visas for specialised talents and researchers with top qualifications in the fields of science and knowledge such as doctors, scientists,
inventors and creative individuals in culture and art.

e 5-year visas for 'outstanding students'

Sources: , Fitch Solutions
10. Risks

10.1 Sovereign Credit Ratings

Rating (Outlook) Rating Date
Moody's Aa2 (Stable) 25/03/2019
Standard & Poor's N/A N/A

Fitch Ratings AA- (Stable) 11/11/2020


http://u.ae/en/information-and-services/visa-and-emirates-id/residence-visa/long-term-residence-visas-in-the-uae

Sources: Moody's, Standard & Poor's, Fitch Ratings

10.2 Competitiveness and Efficiency Indicators

Ease of Doing Business Index 21/190 11/190 16/190
Ease of Paying Taxes Index 1/190 2/190 30/190
Logistics Performance Index 11/160 N/A N/A
Corruption Perception Index 23/180 21/180 21/180
IMD World Competitiveness 7/63 5/63 9/63

Sources: World Bank, IMD, Transparency International

10.3 Fitch Solutions Risk Indices

Economic Risk Index Rank 58/201 61/201 58/201
Short-Term Economic Risk Score 60.4 45.2 63.1
Long-Term Economic Risk Score 62.5 59.5 59.5
Political Risk Index Rank 38/201 35/201 34/201
Short-Term Political Risk Score 86.7 86.7 86.7
Long-Term Political Risk Score 76.1 78.4 78.4
Operational Risk Index Rank 17/201 19/201 18/201
Operational Risk Score 72.2 71.9 72.5

Source: Fitch Solutions
Date last reviewed: January 26, 2021

10.4 Fitch Solutions Risk Summary

ECONOMIC RISK

The UAE has been the most successful of the Gulf States when it comes to diversifying its economy away from oil industries, which now account
for just over a quarter of GDP (down from 79% in 1980). However, with diversification has come greater exposure to the global economy. A
double-whammy of low oil prices and the Covid-19 pandemic led to a fall in the UAE's economy in 2020. The economy will also contract in 2020
due to the impact of the delay to Dubai Expo 2020. However, a recovery in 2021 is expected as the Expo — to be held in H221 - revives business
sentiment and drives non-oil activity. In addition, easing OPEC-led supply restrictions will boost headline growth, but tighter fiscal policy will keep
non-oil activity fairly weak given the bearish medium-term outlook for oil prices. Tougher regulations (focusing on 'concentration risks' and more
stringent loan-to-value ratios for mortgages) for banks that have come into force in the past two years will go some way towards creating a more
sustainable development model over the long run.

OPERATIONAL RISK

The UAE is the Gulf Cooperation Council (GCC) and Middle East and North Africa (MENA)'s regional top business environment according to the
Fitch Solutions Operational Risk matrix due to its attractiveness as a global business and investment destination. The UAE's operating
environment is boosted by its comparably lower crime and security risks than other GCC and MENA states, its highly attractive trade and
investment policies, strong commercial sector development and competitive special economic zone incentive offerings, as well as its high quality
and well-connected transport and utilities networks. The UAE is weighed down by its labour market, largely due to the low numbers of tertiary
educated graduates by global standards (especially within fields such as science, technology, engineering and mathematics) which is a downside
risk to growth opportunities for IT-based businesses.

Source: Fitch Solutions
Date last reviewed: January 26, 2021



10.5 Fitch Solutions Political and Economic Risk Indices
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Short Term Economic Risk Index
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Long Term Economic Risk Index
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10.6 Fitch Solutions Operational Risk Index
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UAE vs Global and Regional Operational Risk Averages
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United Arab Emirates 69.9 741
Bahrain 68.3 63.0 76.0 72.8 61.5
Saudi Arabia 64.8 66.1 65.9 66.5 60.6
Qatar 64.7 63.3 62.8 73.4 59.3
Oman 64.5 58.2 64.3 66.5 68.8
Jordan 56.9 56.6 63.3 56.4 51.2
Morocco 55.1 42.5 66.2 54.4 57.4
Kuwait 54.9 55.7 57.4 48.9 57.5
Egypt 49.7 47.8 48.9 58.0 441
Tunisia 47.7 40.1 57.7 47.8 45.0
Lebanon 441 51.8 50.2 42.9 1.5
Iran 42.4 483 36.6 51.4 334
Algeria 39.6 47.0 31.9 43.4 35.9
West Bank and Gaza 31.4 46.0 38.3 23.8 17.7
Iraq 30.7 39.4 33.9 39.3 10.2
Libya 29.0 42.6 27.3 29.2 17.0
Syria 28.0 39.0 25.3 24.3 23.3

Yemen 22.6 343 19.8 20.2 16.1



Regional Averages 48.2 50.5 50.3 49.4 42.5

Emerging Markets
Averages 46.8 48.3 471 45.8 46.1

Global Markets
Averages 49.5 49.9 49.6 49.3 49.3

100 = Lowest risk, 0 = Highest risk
Source: Fitch Solutions Operational Risk Index
Date last reviewed: January 26, 2021

11. Hong Kong Connection

11.1 Hong Kong’s Trade with the United Arab Emirates

Major Export Commodities to UAE Major Import Commodities from UAE
(2019) (2019)

Telecom, sound
recording and 3,761
reproducing equipment

Miscellaneous 1,600.0
manufactured articles
Non-metallic mineral- 1,414.2 Non-metallic mineral_ 1,489.0
manufactures manufactures
Telecom, sound
Miscellaneousl 368.9 recording and. 385.3
manufactured articles reproducing equipment
Office machines, Power generating
automatic dataI 2496 machinery andl 145.7
processing machines equipment
Electrical machinery, Electrical machinery,
apparatus, electrical | 13g ¢ apparatus, electrical 126.0
parts parts
0.0 2,000.0 4,000.0 0.0 1,000.0 2,000.0
US$ million US$ million

Note: Graph shows the main Hong Kong exports to UAE (by
consignment)

Sources: Hong Kong Census and Statistics Department, Fitch
Solutions

Date last reviewed: January 26, 2021

Merchandise Exports to UAE

Note: Graph shows the main Hong Kong imports from UAE (by
consignment)

Sources: Hong Kong Census and Statistics Department, Fitch
Solutions

Date last reviewed: January 26, 2021

Merchandise Imports from UAE
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Source: Hong Kong Trade Statistics, Census & Statistics Sources: Hong Kong Census and Statistics Department, Fitch
Department Solutions
Date last reviewed: January 26, 2021 Date last reviewed: January 26, 2021
Exchange rate HKS/USS, average
7.75(2015)
7.76 (2016)
7.79 (2017)
7.84(2018)
7.84(2019)
Number of UAE residents visiting Hong Kong 16,031 -12.8
Number of Middle East residents visiting Hong Kong 113,849 -12.8

Sources: Hong Kong Tourism Board, Fitch Solutions
Date last reviewed: January 26, 2021

11.2 Commercial Presence in Hong Kong

Number of United Arab Emirates companies in Hong Kong N/A N/A
- Regional headquarters
- Regional offices

- Local offices

Source: Hong Kong Trade Statistics, Census & Statistics Department
11.3 Treaties and Agreements between Hong Kong and the United Arab Emirates

¢ Hong Kong and the UAE signed Comprehensive Double Taxation Agreements in December 2014 and the deal came into force in December
2015.

¢ Hong Kong and the United Arab Emirates signed bilateral investment treaties in June 2019. As of October 17, 2019, the treaties are not yet in
force.

e The UAE and Hong Kong signed an investment promotion and protection agreement in June 2019 and it entered into force in March 2020.

e The UAE signed a bilateral investment treaty with Hong Kong in June 2019 but it is not yet in force and it signed a bilateral investment treaty
with Mainland China in July 1993 that entered into force in September 1994.

Sources: Inland Revenue Department, United Arab Emirates Ministry of Finance, Hong Kong Trade and Industry Department, UNCTAD
11.4 Chamber of Commerce (or Related Organisations) in Hong Kong

Consulate General of the United Arab Emirates Hong Kong
Address: Unit 4903-06, 49/F, Hopewell Centre, 183 Queen'’s Road East, Wan Chai, Hong Kong
Email: hongkongcon@mofaic.gov.ae



mailto:hongkongcon@mofaic.gov.ae

Tel: (852) 2866 1823
Source: Visa on Demand
11.5 Visa Requirements for Hong Kong Residents

1. Holders of HKSAR passport: a visit visa will be granted for 30 days, free of charge, upon arrival to the UAE. The passport will simply be
stamped with the visit visa when passing through the immigration section at any of UAE checkpoints.

2. Holders of BNO passport: an entry visa is required before departure from Hong Kong. To submit a visa application, please contact one of the
following UAE sponsors:

o Travel Agents: Specialist visa agents are the primary providers of tourist / visitor visas. Either look for travel agents online or contact the
hotel or airline and they may recommend an agent.

o Friends / relatives residing in the UAE: Friends / relatives can apply for a visa as the sponsor through the local immigration office in the UAE.
3. Hong Kong Document of Identity: not recognised as an applicable travelling document by the United Arab Emirates Authority.

4. Visa may be granted for government officials on official missions to the UAE on a case-by-case basis.

Source: Visa on Demand
Date last reviewed: January 26, 2021
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