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M&A in light of the evolving tax
landscape in the Midale East

In recent years, the Middle East has experienced buoyant merger and acquisition
(M&A) activity as the region diversifies away from its traditional oil and gas sectors
into more contemporary industries, such as technology, real estate, infrastructure and

green energy.

While dealmakers in the Middle East were less focused on
transaction tax considerations in the past, this is now changing
due to sweeping tax reforms. The introduction of Value Added
Tax (VAT) and Corporate Income Tax (CIT), along with reforms
in several countries, mark a turning point in the region’s landscape.
In this shifting environment, M&A transactions demand increased
focus on tax, regulatory, and compliance issues, both pre and
post-deal closing.

Historically, M&A transactions in the region have commonly taken
the form of share sales or business and asset sales, however,
joint ventures have gained increasing traction. Each transaction
type presents its own nuances, making tax considerations
essential, not just at the investment stage but throughout the
entire life cycle, including exit strategies.

Key tax considerations for an M&A transaction usually entail the following:

x| Tax due diligence

Tax due diligence is critical in any transaction, enabling
the buyer to assess the target entity’s tax position,
including its compliance status and any potential tax
liabilities. This helps the acquirer in making an appropriate
offer to the seller, bearing in mind only key findings/
exposures from the tax due diligence.
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Tax structuring

Given the evolving tax landscape in the region, it is vital
to structure deals efficiently to avoid tax leakage at a
later stage. Tax consequences of each potential structure
will vary, and it is essential to assess all available options
to zero in on the one that aligns best with the envisaged
goals. Future tax implications must also be evaluated
to ensure overall profitability throughout the deal’s
lifecycle.
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Review of financial model from a tax perspective
Ensuring that the correct tax modelling assumptions
are included in the financial model can help unlock
significant value in the context of a deal. In an increasingly
competitive landscape this can often be the difference
between winning a deal and losing it.

N\ Stamp duty, transfer taxes, local licensing and other

9 o reporting requirements
Several Middle Eastern countries levy stamp duties
and transfer taxes on the sale of shares, assets and
the execution of specified transaction documents.
Further, there is a possibility of additional licensing and/
or reporting requirements specific to each region.
Hence, it is essential to be mindful of such factors while
analyzing a potential transaction.

Review of transaction documents

HH1 The final and most important leg of any deal is the
execution of transaction documents. Transaction
documents serve as a governing framework capturing
the deal contours negotiated between the parties. It is
essential to ensure that the transaction documents
safeguard the interest of the parties (in particular the
acquirer) by way of robust representations, warranties
and indemnities. This makes it necessary to conduct
a thorough review of the transaction documents to
ensure there are appropriate protections built in against
potential tax liabilities arising from the historical period.
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Since a number of regional tax and regulatory laws are fairly
new and still evolving, it is necessary to keep up to date with
these developments. Alvarez & Marsal Tax is part of Alvarez &
Marsal (A&M), a leading global professional services firm.
A&M Tax is an independent tax group made up of experienced
tax professionals dedicated to providing bespoke tax advice
to clients across a broad range of industries.

A&M is able to distinguish itself as an independent and objective
professional services firm, as it does not render audit services.
Our professionals strive to provide a seamless experience to
our clients and our team lives by our core ethos of bias to action
when it comes client service. It is our endeavour to handhold
our clients while navigating a complex deal environment and be
their go-to advisor.

If you are considering a potential acquisition/merger/
divestment, please reach out to the team below:

KEY CONTACTS Vishal Sharma Alan Ghreizi
, Managing Director Senior Director
Middle East Middle East
t vishal.sharma@alvarezandmarsal.com aghreizi@alvarezandmarsal.com
Hashem Saleh Michael Wu
Director Director
i & Middle East Middle East
»" hsaleh@alvarezandmarsal.com mwu@alvarezandmarsal.com
Gurpreet Pawar Shefali Ganatra
Assistant Director Asisstant Director
(- Middle East Middle East
gpawar@alvarezandmarsal.com sganatra@alvarezandmarsal.com
ABOUT ALVAREZ & MARSAL TAX
Alvarez & Marsal Tax, part of Alvarez & Marsal (A&M), a leading global professional services firm, is an
independent tax group made up of experienced tax professionals dedicated to providing customized tax advice
to clients and investors across a broad range of industries. Its professionals extend A&M’s commitment to
offering clients a choice in advisors who are free from audit-based conflicts of interest, and bring an unyielding
commitment to delivering responsive client service. A&M Tax has global presence in major metropolitan markets
Follow A&M on: throughout the Americas, EMEA, and APAC.
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Alvarez & Marsal Tax is a founder of Taxand, the world’s largest independent tax organization, which provides
high quality, integrated tax advice worldwide, and represents the Global Network in the US and UK. Taxand
professionals, including 770+ partners and more than 3,000+ advisors in 48 countries, grasp both the fine

points of tax and the broader strategic implications, helping you mitigate risk, manage your tax burden and drive
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the performance of your business.

To learn more, visit: AlvarezandMarsal.com or Taxand.com.
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http://www.AlvarezandMarsal.com
http://www.Taxand.com
https://www.linkedin.com/company/alvarez-&-marsal/
https://twitter.com/alvarezmarsal
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