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Disclaimer

This document is issued by 
HSBC Bank (UAE) Company 
Limited (the ‘Bank‘) in the UAE. 
It is not intended as an offer or 
solicitation for business to anyone 
in any jurisdiction. It is not intended 
for distribution to anyone located 
in or resident in jurisdictions which 
restrict the distribution of this 
document. It shall not be copied, 
reproduced, transmitted or further 
distributed by any recipient.

The information contained in 
this document is of a general 
nature only. It is not meant to 
be comprehensive and does 
not constitute fi nancial, legal, 
tax or other professional advice. 
You should not act upon the 
information contained in this 
publication without obtaining 
specifi c professional advice. 
This document is produced by 
the Bank together with 
PricewaterhouseCoopers (‘PwC‘). 
Whilst every care has been taken 
in preparing this document, 
neither the Bank nor PwC makes 
any guarantee, representation or 
warranty (express or implied) as to 
its accuracy or completeness, and 
under no circumstances will the 
Bank or PwC be liable for any loss 
caused by reliance on any opinion or 
statement made in this document. 
Except as specifi cally indicated, the 
expressions of opinion are those of 
the Bank and/or PwC only and are 
subject to change without notice.   

The materials contained in this 
publication were assembled in 
November 2010 and were based 
on the law enforceable and 
information available at that time.

Contents
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  This guide seeks to provide 
a general overview of the 
United Arab Emirates (‘UAE’) 
investment environment for 
investors (corporates and 
individuals) who are looking 
to invest in the UAE.  

  The UAE comprises of a 
Federation of seven emirates 
namely, Dubai, Abu Dhabi, 
Sharjah, Fujairah, Ras 
Al-Khaimah, Umm Al-Quwain 
and Ajman which have their 
own rules and regulations. 
This guide covers several 
considerations that may 
generally apply in all of these 
emirates and can be considered 
by foreign investors in evaluating 
the prospects of operating and 
investing in the UAE. These 
include the economy, regulatory 
framework, tax aspects, audit 
and accountancy, human 
resource and employment 
issues, trade and banking. 

  When considering doing 
business in a foreign country, 
any investor needs to consider 
a range of commercial issues 
that infl uence the decision of 
setting up in a country. The UAE 
could be an attractive hub for 
investors to locate their business 
interests for the following reasons: 

•  The UAE has one of the most 
liberal trade regimes in the Gulf 
region and attracts strong capital 
fl ows from across the region; 

•  UAE is focussed on economic 
diversifi cation in trade, logistics, 
banking, tourism, real estate 
and manufacturing and provides 
opportunities in various 
industries; 

•  UAE has a well-established 
infrastructure, strong banking 
system and a stable political 
system;

•  Although there are restrictions 
on company ownership by 
non-GCC nationals, the UAE 
also provides for a window of 
free trade zones that can allow 
100% foreign ownership and 
a nil taxation regime (subject 
to certain limitations);

•  UAE provides a tax favourable 
environment for most industries;

•  There are a high number of 
expatriate workers at all levels 
of the economy such that 
expatriates accounts for over 
80% of the work force;

•  There are no exchange control 
restrictions and it is possible to 
have unrestricted repatriation of 
income and capital; 

•  UAE’s culture is driven by Islamic 
traditions, however, with over 
150 nationalities, expatriates 
are able to practise their own 
cultures; and

•  UAE provides a safe and secure 
family environment with one 
of the lowest crime rates in 
the world.  

  This guide contains further 
details on key matters that 
investors should consider when 
exploring whether to operate 
in the UAE. We hope that the 
guide provides you with a useful 
initial overview of the key 
matters to consider when 
setting up in the UAE. 

Executive summary
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HSBC has a proud tradition 
of long-term investment and 
commitment to the countries 
in which it conducts business. 
This tradition has allowed 
HSBC to build deep and trusted 
relationships with individuals, 
companies, government 
departments and ruling 
families. It has also helped 
HSBC understand how our 
business principles can best 
be complemented by giving 
back in appropriate ways to 
the communities in which 
we operate.

For 64 years HSBC has 
supported local UAE 
businesses, and foreign 
investors coming to the country 
to establish new ventures. 
Their combined success has 
propelled the UAE to new 
heights, establishing it as the 
centre for trade and fi nance 
in the region. In recent years, 
HSBC has witnessed strong 
growth in demand from UAE 
businesses for assistance 
and support as they expand 
overseas. In parallel, major 
multinational companies have 
made the strategic choice 
to relocate businesses and 
regional Head Offi ce functions 
to the country, a true testament 
to the quality and confi dence 
in the future of their investment 

decisions. Today, as ever, 
HSBC stands ready to support 
the country’s next phase 
of economic growth and 
development.

However, we believe that 
business and society are 
interdependent, and that strong 
economic growth requires an 
educated society and skilled 
workforce living in a healthy 
and sustainable environment. 

This belief has driven us at 
a fundamental level to support 
not only fi nancial but also social 
development. The volunteer 
work that our staff carry 
out to support their local 
communities has become as 
much a part of our business 
principles as fi nancial strength 
and acumen. Focused on 
educational and environmental 
programmes, HSBC and its 
staff work hand-in-hand with 
UAE and global institutions 
in creating awareness and 
understanding through 
education and experience. 

HSBC’s commitment to social 
responsibility will continue to 
grow over the long term, with 
time and funding provided to 
volunteers to engage in and 
support this tradition of giving 
back to the community. 

Foreword

Abdulfattah Sharraf

Chief Executive Offi cer UAE 
HSBC Bank Middle East Limited
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  Economic environment

  The United Arab Emirates 
(‘the UAE/country’) is in the 
Middle East, bordering the Gulf 
of Oman and the Arabian Gulf, 
between Oman and Saudi 
Arabia. The UAE has an open 
economy with a high per capita 
income and a sizeable annual 
trade surplus. With Abu Dhabi 
and Dubai as its dual fi nancial 
centres, the UAE has long 
commanded economic 
superiority in the GCC. 

  Successful efforts at economic 
diversifi cation in trade, logistics, 
banking, tourism, real estate and 
manufacturing have reduced 
the portion of GDP based on 
oil and gas output to 25%. Since 
the discovery of oil in the UAE 
more than 30 years ago, the 
UAE has undergone a profound 
transformation from an 
impoverished region of small 
desert principalities to a modern 
state with a high standard 
of living. The government 
has increased spending on 
job creation and infrastructure 
expansion and is opening up 
utilities to greater private sector 
involvement.

  The country‘s Free Trade 
Zones – offering 100% foreign 
ownership and zero taxes – 
are helping to attract foreign 
investors. The global fi nancial 
crisis, tight international credit, 
and defl ated asset prices 
caused GDP to drop nearly 
4% in 2009. UAE authorities 
have tried to blunt the crisis 

by increasing spending and 
boosting liquidity in the banking 
sector. The crisis hit Dubai 
hardest, as it was heavily 
exposed to depressed real 
estate prices. 

  In February 2009, Dubai 
launched a US$20bn bond 
programme to meet its debt 
obligations. The Central Bank 
of the UAE and Abu Dhabi-
based banks bought the 
largest proportion of these 
bonds. In December 2009, 
Dubai received an additional 
US$10bn loan from the emirate 
of Abu Dhabi. Dependence 
on oil and dependence on a 
large expatriate workforce are 
signifi cant long-term challenges. 
The UAE‘s strategic plan for 
the next few years focuses 
on diversifi cation and creating 
more opportunities for nationals 
through improved education 
and increased private sector 
employment.

  SWOT Analysis

  Strengths
  The UAE has one of the most 

liberal trade regimes in the Gulf 
and attracts strong capital fl ows 
from across the region.

  In common with most Gulf 
states, there are a high number 
of expatriate workers at all 
levels of the economy.

  The UAE is progressively 
diversifying its economy, 
minimising vulnerability 
to oil price movements.

  Weakness
  The UAE’s currency is pegged 

to the dollar, giving it minimal 
control over monetary policy 
and reducing its ability to tackle 
infl ationary pressure. The 
country’s location in a volatile 
region means that its risk 
profi le is, to some extent, 
affected by events elsewhere. 
US concerns about regional 
militant groups and Iranian 
weapons of mass destruction 
programmes could affect 
investor perceptions.

  Opportunities
  Oil prices are expected to stay 

high (by historical standards) 
over the near future.

  Economic diversifi cation into 
gas, tourism, fi nancial services 
and high-tech industries offers 
some protection against volatile 
oil prices.

  Despite the impact of the 2009 
downturn, the tourism and 
fi nancial services sectors still 
have good medium-term growth 
prospects, driven by domestic 
and foreign investment.

  Threats
  Heavy subsidies on utilities 

and agriculture, as well as 
an outdated tax system, have 
contributed to persistent fi scal 
defi cits in the past, although 
rising oil revenues have masked 
the problem in recent years.

  Several high-profi le construction 
projects have been delayed and 
the property market crash could 
threaten future development. 

Introduction
Doing business in the UAE
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 However, with diversifi cation 
has come greater exposure 
to the global economy, meaning 
that the UAE has been hit hard 
by the current economic 
downturn. Furthermore, 
growth in recent years has 
been partially fuelled by the 
property market: rising house 
prices attracted investment 
infl ows and supported strong 
growth in consumer spending 
and investment in further 
construction activity, which did 
little to improve the economy’s 
long-term productivity.

  Business Monitor International 
Ltd has ranked the UAE 4th 
among the remaining GCC 
countries in both short-term 
and long-term economic outlook.

  Confi dence in the UAE’s ability 
to recover from the fi nancial 
crisis has been given a slight 
boost, following the 
announcement that state-
owned Dubai World had 
come to terms with 99% 
of its creditors over plans to 
restructure US$25bn worth 
of liabilities. 

  Under the terms of the deal, 
Dubai World is set to offl oad 
a wide swathe of its prized 
assets over a period of eight 
years, with the sales projected 
to generate up to a maximum 
of US$19.4bn. Given the 
importance that this ongoing 
debt restructuring process has 
had on international investors’ 
perceptions of both the 

investors – a fact that partly 
refl ects the historically benign 
macro environment in light of 
the country’s substantial oil 
revenue windfall. This has 
endowed local and regional Gulf 
investors with substantial liquidity, 
disincentivising the search for 
new foreign direct investment 
(FDI) sources from outside the 
region. On the positive side, 
the absence of income tax 
compensates for the restrictive 
investment environment.

  The UAE’s substantial 
hydrocarbons resource 
revenues means government 
has no pressing need to raise 
income via direct taxes. 

  There are also several benefi ts 
to corporates and their employees 
in relation to taxation. Refer to 
Taxation section.

  Barriers, risks or downsides 

for foreign investors

  Unfortunately, just as every 
country has some incorporation 
disadvantages, so does UAE. 
However, these disadvantages 
are far outweighed by the 
advantages of setting 
up business in the UAE.

•  The UAE is not an English 
common law jurisdiction;

•  Investors, particularly in the 
real estate sector, are only 
granted short six-month 
resident visas which need 
to be renewed on expiry;

•  A foreigner wishing to conduct 
business outside a free zone 
must have a local partner owning 
at least 51% of the business; and

•  The existence and interaction of 
federal laws, individual emirate 
laws and free zone laws can be 
quite complex and confusing.

  Key markets and trade

  The major trading partners of 
the UAE include the European 
Union (with 27 member states), 
India, Japan, China, South Korea, 
United States of America, Iran, 
Thailand, Singapore and Oman. 
Export commodities include 
crude oil (45%), natural gas, 
re-exports, fi sh and dates 
to Japan (17%), South Korea 
(10.5%), India (10%), Iran (7%) 
and Thailand (5%). Import 
commodities include machinery 
and transport equipment, 
chemicals and food from China 
(15%), India (14%), United States 
of America (8%), Germany (6%) 
and Japan (4.5%). Foreign direct 
investment fl ows into the UAE 
amounted to US$4bn in 2009 
(2008: US$13.7bn).

  

sovereign and the private 
sector’s creditworthiness, 
this latest announcement 
has certainly come as a 
welcome move.

  Why it is a good place 

to do business

  The UAE is the 36th largest 
economy in the world1 and 
No.2 in the GCC. The UAE 
ranks 40th out of 183 
countries for the overall 
‘Ease of Doing Business’2. 

  The existence of free trade 
zones with 100% ownership, 
zero taxes, excellent 
infrastructure, a relatively stable 
outlook on country risks, and 
very a convenient geographical 
location almost midway between 
east and west are attractive 
aspects for foreign investments.

  Some 80% of Fortune 500 
companies (including all of the 
top 10) have established 
a presence in UAE according 
to The Economist, and the 
UAE’s 25 plus free zones 
are now host to numerous 
multinational and regional 
companies – including over 
6,400 companies from over 
120 different countries located 
in Dubai’s Jebel Ali Free Zone.

  Some of the challenges 
to invest in the UAE include 
the need for a local sponsor 
owning 51% of the business 
(if not in a free zone); ability 
to enforce contracts; more 

limited creditors’ rights and 
options (bankruptcy laws 
not keeping pace with the 
economy development); 
and some inherent risks 
to the region because 
of geopolitical concerns.

  Languages spoken include 
Arabic (offi cial), Persian, 
English, Hindi and Urdu. The 
labour workforce is 3.5 million 
and expatriates account for 
about 85% of the workforce 
with over 150 nationalities 
working and living harmoniously 
in a safe, almost entirely 
crime-free environment. 

  The UAE attracts a highly 
skilled workforce, which 
is absorbed by the growing 
number of international 
companies, professional 
service fi rms and fi nancial 
institutions. Expatriates 
enjoy tax-free salaries, 
schools accredited to 
international standards, 
a high standard of health 
care and excellent recreational 
facilities – including a number 
of championship golf courses.

  Incentives for foreign investors

  The UAE’s investment climate 
is becoming more clement 
for foreign direct investors: 
the federal government, led by 
Abu Dhabi, has made signifi cant 
headway in the past fi ve years 
in increasing the role of the 
private sector. Yet the overall 
legal framework continues 
to favour local over foreign 

12009 CIA World Factbook. 
2 www.doingbusiness.org, 
a co-publication of the World Bank and 
the International Finance Corporation.



 Intellectual property rights

  The UAE is a regional leader 
in the protection of intellectual 
property rights, with improving 
enforcement of copyright, 
trademark and patent laws. 
Anecdotal evidence suggests 
that the federal government 
is enforcing these laws, which 
were passed in 2002. The rate 
of software piracy in the UAE 
is regarded as one of the 
lowest in the Middle East. 
However, enforcement of 
anti-piracy measures can vary 
between emirates, with Dubai 
seen as the best performer. 
More could be done in other 
emirates, while the UAE still 
remains a major centre for the 
transhipment of counterfeit 
goods.

  Local customs and business 

etiquette

  UAE’s culture is rooted in Islamic 
traditions. Courtesy and 
hospitality are amongst the 
most highly prized of virtues, 
and this is refl ected in the 
warmth and friendliness of 
the local people. UAE society 
is marked by a high degree of 
tolerance for different lifestyles. 
It is a liberal society by any 
measure and is rated as among 
the safest in the world. 
Foreigners are free to practice 
their own religion, and the 
dress code is liberal. Women, 
whether married or single, do not 
face any form of discrimination 
and may drive, work, and move 
around unescorted. In spite of 

its rapid economic development 
in recent years, UAE remains 
closely linked to its heritage. 

  The customary greeting is 
‘As-salam alaikum,’ (peace 
be upon you) to which the reply 
is ‘Waalaikum as-salam,’ (and 
upon you be peace). When 
entering a meeting, general 
introductions will begin with 
a handshake. You should 
greet each of your Emirati 
counterparts individually. In line 
with Muslim customs, avoid 
shaking hands with a woman 
unless they extend their hand 
fi rst. Business cards are 
common but not essential to 
Emirati business culture. If you 
do intend to use business cards 
whilst in the UAE, ensure that 
the information is printed in both 
English and Arabic.

  People in the UAE prefer to do 
business in person. Relationships 
and mutual trust are paramount 
for any successful business 
interaction and can only be 
developed through face-to-face 
meetings. It is important to 
spend time with Emirati business 
counterparts and ensure future 
meetings take place to continue 
cultivating the relationship. 
It is also important to have 
connections with people in 
the UAE who can facilitate 
introductions before attempting 
to do business in the country. 
Emiratis prefer to do business 
with those they know, so 
appropriate introductions are 
important in order to establish a 
successful business relationship. 
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Foreign investors can carry 
out any activities in the UAE 
only after being registered 
and licensed by the relevant 
authorities in the UAE.  

In general, a foreign investor 
can establish a suitable 
business presence in either 
the UAE mainland (also 
commonly known as ‘onshore’)
or a business presence 
‘offshore’. An ‘offshore’ 
business presence typically 
refers to a registration in one 
of the UAE free trade zones. 

In terms of the legal forms, 
UAE Company Law provides 
the regulations governing the 
operations of foreign business. 
The Federal Law provides for 
seven categories of business 
organisation: limited liability 
company, branches, partnership, 
joint venture company, public 
shareholding company, private 
shareholding company and 
share partnership company. 

However, owing to certain 
restrictions, the choices 
commonly adopted by foreign 
companies are generally limited 
to a limited liability company 
(‘LLC’) or a branch. The other 
options e.g. partnerships and 
joint venture etc. are usually 
not favoured by foreign investors.

As per the UAE Commercial 
Companies Law, the foreign 
ownership of a LLC may 
not exceed 49%, with the 
balance of 51% to be held 
by a UAE national. 

The UAE Commercial 
Companies Law is currently 
being re-drafted, and the new 
law is expected to allow 100% 
foreign ownership (subject 
to approval from the relevant 
authorities) for specifi c 
industries set up onshore. 
However, there are no further 
details at this time as to how 
this new law will apply.

A branch is an extension of 
the foreign parent company. As 
such, it is wholly-owned by its 
parent company and there is no 
requirement for UAE nationals 
to take an ‘equity’ interest in 
the business of the branch.    

A representative offi ce is broadly 
similar to a branch, except in that 
a representative offi ce is only 
permitted to promote its parent 
company’s activities and is not 
permitted to undertake any 
income earning activities.

Free trade zones

Investors also have a choice 
to set up operations in one 
of the free trade zones in the 
UAE. A free trade zone is a 
geographical area within the 
UAE that has been established 
by the UAE government to 
generally encourage direct 
foreign investment into the 
UAE and, as such, there are 
generally no foreign ownership 
restrictions, unlike ‘onshore’ 
entities. That is, foreign investors 
can set up 100% fully-owned 
entities in the free trade zones.
The principle drawback of a 
free trade zone is that strictly, 
entities registered in the free 
trade zone are not permitted to 
conduct commercial activities 
in the UAE, outside of the free 
trade zone.

Currently, there are over 30 
established free trade zones in 
the UAE, of which the majority 
are in the Emirate of Dubai. 
The free trade zones also 
provide a choice of establishing 
either a company or a branch.

Conducting business in the UAE
Forms of business
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Setting up a business

Limited Liability Company (LLC)

A LLC can be formed by 
a minimum of two and a 
maximum of fi fty persons 
and the minimum capital 
requirements vary from Emirate 
to Emirate (e.g. Dubai is AED 
300,000, whereas Abu Dhabi 
requires AED150,000). The 
foreign minority shareholder 
is, however, able to exercise 
control of a LLC through 
powers vested to the foreign 
partner in the Memorandum 
and Articles of Association. 
It is also possible to attribute 
profi t entitlements in favour 
of the foreign partner in a 
ratio other than the respective 
shareholdings would otherwise 
suggest.

It takes approximately eight 
to twelve weeks to incorporate 
a LLC, since there are 
a number of steps, and 
supporting legalised 
documentation, to complete 
in the incorporation process.

Branch

A branch has no separate legal 
personality and is an extension 
of the foreign parent company. 
Branch registrations may not 
be available to all businesses 
(in broad terms they are 
permitted for service providers 
and contractors) and the trade 
licence limits the activities of 
branches to specifi ed permitted 
activities only.

Annual fi lings 

Under the UAE Commercial 
Companies Law, most 
companies or branches are 
required to have their accounts 
audited locally, and these 
accounts will then need to 
be fi led with the appropriate 
Emirate level authorities on 
an annual basis as part of the 
licence renewal fi ling process. 
There is also an annual licence 
renewal fees to be paid which 
is based on the type of licence, 
entity and its activities. Similar 
requirement is for the free trade 
zone entities, although the 
requirements and fees vary and 
need to be considered based 
on the legal entity set up and 
its location.

Foreign Exchange 

requirements

There are currently no foreign 
exchange control restrictions 
in the UAE that may impact the 
repatriation of profi ts or capital. 

A branch is wholly-owned by 
its parent company and there 
is no requirement for UAE 
nationals to take an ‘equity’ 
interest in the business of 
the branch. 

A UAE national service agent, 
sometimes referred to as 
a ‘sponsor’ must, however, 
be appointed to represent 
the branch in all administrative 
dealings with Government 
departments (such as 
immigration formalities). The 
remuneration of the sponsor 
is normally agreed on an annual 
fi xed fee basis, and is a matter 
of commercial agreement 
and can vary depending on 
the prominence of the sponsor 
and the precise contribution 
he makes to the business 
of the branch. 

It takes approximately eight 
to twelve weeks to establish 
a branch.

Representative offi ce

A representative offi ce is broadly 
similar to a branch except, 
as mentioned above, it is 
not permitted to undertake 
any income earning activities.

A representative offi ce however, 
is also required to recruit the 
services of a UAE national 
services agent or sponsor. It 
takes a similar amount of time 
to set up a representative offi ce 
as it takes to set up a branch.

Free trade zones

The free trade zones are 
governed by their own regulatory 
authorities and have their own 
rules and regulations and are 
seen to adopt an industry focus. 
This means that the free trade 
zones are typically tailored to 
specifi c industries and only 
licence specifi c types of 
activities.

The regulations for establishing 
and operating a business in the 
zones are less rigorous and time 
consuming than those applying 
to entities located in the 
‘onshore’ UAE. The registration 
requirements are more or less 
similar across the free trade 
zones and involve a two-staged 
process. The fi rst stage is to 
obtain an initial approval from 
the free trade zone authority 
and the next stage is to apply 
for a trade licence and 
registration. As mentioned 
above, the free trade zones 
also provide a choice of 
establishing either a company 
or a branch. The capital 
requirements (only for companies, 
not branches), licence categories 
and fees vary among different 
free trade zones according to 
their rules, industry prioritisation 
as well as the type of entity that 
is established.

It normally takes up to four to six 
weeks to complete a registration, 
though this may vary for each 
free trade zone.
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Taxation in the UAE

Corporation income tax 

(or equivalent)

Currently, the UAE federation 
does not impose a federal 
corporate income tax in the 
Emirates. However, most of the 
Emirates constituting the UAE 
federation introduced income tax 
decrees in the late 1960’s and 
taxation is therefore determined 
on an Emirate by Emirate basis. 

Tax residence under the tax 
decrees of the various Emirates 
is based upon the French 
concept of territoriality. 
Basically, the French 
territoriality concept taxes 
profi ts based on territorial 
nexus, rather than taxing profi ts 
earned outside the country.

Under the Emirate based tax 
decrees, corporate income 
taxes may be imposed on all 
companies (including branches 
and permanent establishments) 
at rates of up to 55%. However, 
in practice the corporate income 
tax is currently imposed only 
on oil and gas companies and 
branches of foreign banks having 
operations in the Emirate.

In addition, some of the Emirates 
have introduced their own 
specifi c banking tax decrees 
which impose tax on branches of 
foreign banks at the rates of 20%.

Entities established in a free 
trade zone in the UAE are 
treated differently than a normal 
‘onshore’ UAE entity. As 
previously noted, free trade 
zones have their own rules and 
regulations and typically, from 
a tax perspective, they generally 
offer guaranteed tax holidays to 
businesses (and their employees) 
set up in the free trade zone for 
a period between 15 to 50 years 
(which are mostly renewable).

On the basis of the above, 
entities registered in the UAE 
are currently not required to 
fi le corporate tax returns in the 
UAE, regardless of where its 
UAE business is registered. 

Personal income tax

There are currently no Federal 
or Emirate level personal 
income taxes imposed on 
individuals working in Dubai.

There is a social security regime 
in the UAE which applies to 
UAE national employees only. 
Generally, the social security 
payment is at a rate of 17.5% 
of the employee’s gross 
remuneration as stated in 
an employee’s employment 
contract and applies regardless 
of the free zone tax holidays. 
5% is payable by the employee 
and the remaining 12.5% is 

payable by the employer. 
The withholding obligation 
is on the employer. There 
are no social security 
payments for expatriates. 
For completeness, expatriates 
employed by a UAE employer 
are entitled under the UAE 
Labour Law to a gratuity 
payment (or an ‘end of service’ 
benefi t). End of service 
benefi ts are not applicable 
to UAE national employees.

On the basis of the above, 
individuals in the UAE are 
currently not required to fi le 
personal tax returns in the UAE.

Sales tax/VAT

There is currently no VAT 
in the UAE. However, the UAE 
(along with the other member 
countries of the Gulf Cooperation 
Council) has committed, in 
principle, to introduce a VAT 
system and UAE has made 
signifi cant progress towards 
its introduction, which could 
be as early at 2012/2013.

At this point in time there is 
no confi rmation on its rates 
or how this will effect business 
operations in the UAE (onshore 
or free trade zones).



Withholding tax

There are currently no 
withholding tax regulations 
in the UAE that would apply 
to payments such as royalties, 
interest or dividends etc. made 
from the UAE entities to another 
person (resident or non-
resident). That is, payments 
of any kind made by a UAE 
company should not suffer any 
withholding taxes in the UAE.

Municipal tax   

Municipal property taxes are 
levied in the various emirates 
in various forms, but generally 
as a percentage of the annual 
rental value. In some cases, 
separate fees are payable 
by both tenants and property 
owners. (For example, in Dubai 
they are currently levied at 5% 
of the annual rental value for 
tenants or for property owners 
at 5% of the specifi ed rental 
index).

These levies are administered 
differently by each emirate. 
These levies may also be 
collected at the same time 
as (or as part of) licence fees, 
or the renewal of licences, 
or by another method. 
(For example, in Dubai 
the payments have recently 
started to be collected via the 
Dubai Electricity and Water 
Authority’s billing system).

Hotel tax 

Most emirates impose 
a 5-10% hotel tax on the 
value of hotel services 
and entertainment.

Transfer pricing and thin 

capitalisation

There is currently no transfer 
pricing regime in the UAE.  
There are currently also no thin 
capitalisation (or debt-equity 
ratio) requirements in the UAE.

Other taxes
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Audit and 
accountancy

Joint stock and limited liability 
companies must appoint one 
or more auditors. All legally 
incorporated companies have 
to fi le their audited fi nancial 
statements with the Ministry 
of Economy or relevant 
authority in order to renew 
their trade licences. There 
are no exceptions available 
or restrictions on appointment 
of auditors, although listed 
companies, particularly banks, 
tend to be audited by the Big 
Four audit fi rms. Companies 
generally prepare their accounts 
on a calendar year basis and 
banks are specifi cally required 
to do so by the Central Bank 
of the UAE.

Listed companies (including 
banks) are required to fi le 
quarterly reviewed fi nancial 
statements and annual audited 
fi nancial statements in both 

English and Arabic with the 
Securities and Commodities 
Authority (‘SCA’), which 
publishes the quarterly and 
annual fi nancial statements 
on its website. Banks, 
including branches of foreign 
banks, are also required to 
fi le audited annual fi nancial 
statements and regulatory 
returns with the Central Bank 
of the UAE and publish them 
in a local newspaper.

There is no specifi c language 
requirement for the purpose 
of maintaining books and 
records, although books 
are generally maintained in 
English. International Financial 
Reporting Standards is 
mandated by SCA and the 
Central Bank of the UAE and 
adopted as the default GAAP 
by all other companies.
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Employment Contracts

In the case of employment 
contracts where an 
employment is with an onshore 
company, the employee 
has to enter into a standard 
Ministry of Labour contract. 
This contract forms the basis 
to obtain sponsorship to work 
or a ‘work permit’ in the UAE. 
It is good practice to have 
a fully-fl edged employment 
contract detailing the terms 
of employment.

Where the employee is employed 
to work in one of the free zones 
in the UAE, the free zones will 
provide their own standard form 
of employment contract, where 
applicable, which an employer 
and employee will be required 
to enter into before the free 
zone obtains sponsorship for 
the employee to live and work 
in the UAE. Some free zones 
do not require such employment 
contracts to be made.

As stated before, in practice, 
given that the content of either 
a Ministry of Labour contract 
or a free zone contract is fairly 
basic, employers enter into an 
additional form of contract with 
the employee.

Language

All employment records, 
including contracts, fi les, 
statements and other 
documents, such as circulars, 
instructions and memoranda 
sent to employee should in 
theory be in the Arabic language. 
In cases where instruments 
are made in a foreign language 
and Arabic, the Arabic language 
will prevail over other texts.

Duration

Article 38 of the Labour law 
provides for employment 
contracts to be for a fi xed 
or indefi nite term. A fi xed-term 
contract must specify an 
end date and cannot exceed 
four years from the date of 
commencement of the contract. 
After the expiry of the fixed 
term, the contract can either 
be renewed or be considered 
as an indefi nite term contract 
in the absence of written 
agreements or amendments 
to either explicitly treat it as 
a fi xed-term contract or revise 
it with a fresh contract or 
addendum stating an end 
point thereto.

Human Resources 
and Employment Law

Federal Law No.8 of 1980 
(‘Labour Law’) governs 
employment relations in 
the UAE. This law is loosely 
based on the International 
Labour Organisation‘s model 
and applies in all of the 
Emirates. The law governs 
most aspects of employer/
employee relations, such as 
hours of work, facilities, leave, 
termination rights, medical 
benefi ts and repatriation.

Right to be employed

While UAE nationals are provided 
the fi rst right of employment 
under this law, expatriates 
i.e. non-UAE nationals may 
be employed with requisite 
approvals by UAE Ministry 
of Labour and Social Affairs 
(the ‘Ministry of Labour’). 
Employment preference is 
given to UAE nationals and, 
if UAE nationals are not 
available, the next in level 
of preference is given to 
nationals of other Arab states 
including other GCC nationals. 
The Emiratisation policies 
of the Labour department 
encourages and even, in 
some instances, compels the 
employment of UAE nationals 
in certain job sectors.

Contracts and Unions
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•  The duration of the contract 
(if it is for a fi xed period). Please 
note that a fi xed-term contract 
must not exceed four years in 
duration (although it can be 
renewed following the end 
of the four-year term); and

•  Remuneration.

  The standard Ministry of Labour 
contract contains a greater level 
of administrative information, 
as follows:

•  Contract number;

•  Labour card number;

•  Date on which the contract was 
made and in which Emirate;

•  Name and address and 
nationality of the employer;

•  Name, nationality and passport 
number of the employee;

•  Job title;

•  Basic salary;

•  Whether the contract is unlimited 
or for a limited duration and 
where it is limited, the end date 
of the contract;

•  Length of probationary period;

•  The employer‘s obligation 
to repatriate the employee 
at the end of the agreement;

  Permitted deductions from 
an employee’s wages cannot 
exceed 10% of his wage and 
may be deducted from his 
salary for settlement of any 
advances, debts or loans due 
to the employer.

  The structuring of the wage and 
allowances in proportionate 
ratios is signifi cant with 
respect to termination gratuity 
benefi ts, which are calculated 
on the basic salary and not the 
total wage.  

  There is no decree issued or 
enforced by the Ministry of 
Labour with respect to minimum 
wages and cost of living 
allowances.

  Working hours

  Article 65 of the Labour Law 
stipulates that the maximum 
normal working hours (for adult 
employees) to be eight per day 
or 48 per week. However, these 
hours may be increased to nine 
daily for people working in the 
retail trade, hotels, restaurants 
and other such commercial 
establishments. The Ministry 
also retains the right to decide 
to reduce the daily working 
hours for hazardous and 
dangerous jobs or those that 
might be detrimental to health. 
Friday is ordinarily considered 
as the weekly day of rest. Time 
spent by the employee in 
transport from his residence 
to the place of work however, 
shall not be included in the 
working hours.

•  References to UAE Labour 
Law permitting the employer 
to terminate without notice 
or an end of service gratuity;

•  A number of originals clause;

•  Allowances granted to the 
employee, if any;

•  Other conditions;

•  Daily working hours; and

•  Non-competition undertaking 
if any.

  It is common practice for 
employers to often enter 
into a more detailed contract 
with the employee in addition 
and separate to, the standard 
Ministry of Labour contract, 
as it is not permitted to add 
any more detail to that contract.

b.    Employment Contract with 
 a free zone entity:

  The contents of the employment 
contract in a free zone may 
differ from the standard contract 
of the Ministry of Labour. 
Standard contracts between 
the different free zones may 
also vary.  

  The daily working hours 
have to be arranged so that 
employees are not required 
to work for more than fi ve 
consecutive hours without 
breaks for rest, meals and 
prayers. The total of such 
breaks must be at least 
one hour which will not be 
included in the daily working 
hours.

  There are specifi c regulations 
and practices including circulars 
issued by the Ministry of Labour 
regarding reduction of work 
hours for construction labourers 
during the summer months 
of June, July, August and 
September. In practice, small 
and retail businesses work on 
a two-shift system. Larger 
corporate bodies, commercial 
and professional fi rms work 
40-45 hours a week with a 
two-day break on Fridays 
and Saturdays. Government 
ministries work around 35 hours 
a week. 

  During the Muslim holy month 
of Ramadan, normal working 
hours are reduced by two hours 
per day.

  Probationary periods and 

termination during probation

  The normal probationary period 
for any contract in the UAE 
ranges between one month 
and six months. The Labour 
Law specifi es that a 
probationary period cannot 
exceed six months. During 
this time either employer or 
employee can terminate the 
contract without notice and 
without the employee being 
entitled to any end of service 
benefi ts.

  Typical provisions in an 

employment contract

a. Employment Contract with 
an on-shore entity:

  The contents of the employment 
contract will depend on the 
contract that the employer and 
employee will be required to 
enter into in order to obtain 
sponsorship. The Labour Law 
requires the following terms to 
be set out in the employment 
contract at a minimum:

•  Start date of the contract;

•  Start date of the employment;

•  The nature of the work;

•  The place of work;

  Other relevant provisions

  Normally, the contents of 
the employment contract 
and the facilities provided 
are at the employer’s discretion 
in as much as they do not 
contravene any mandatory 
provisions of the law. 
Employers frequently provide 
allowances such as housing, 
travel and schooling. Many 
employers also include medical 
and health insurance although 
most of the Emirates do not yet 
require it. It is mandatory in the 
emirates of Abu Dhabi and 
Dubai. Pensions are not yet 
required for non-UAE nationals 
although they are referred to 
in the Labour Law.

  Wages

  As prescribed by the Labour 
Law, the ‘basic salary’ is the 
employee’s principal wage 
excluding all allowances of 
whatever nature and must be 
specifi ed in the employment 
contract as such. The reference 
of total wage includes basic 
salary with allowances such as 
those for travel, accommodation, 
medical insurance and any other 
regularly recurring benefi t the 
employer has stipulated. Yearly 
or monthly rate employees must 
be paid their wages at least 
once a month. Hourly, daily and 
weekly rate employees must 
be paid at least once every 
two weeks.
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  Holidays

  The Labour Law provides for 
10 days of public holidays (paid) 
in any year. The government 
could also, as and when 
applicable, declare additional 
days off during the year for 
celebrations or mourning.  

  Prescribed leaves

  Annual leave

  The employee‘s annual leave is 
two days for every month if his 
service is more than six months 
and less than a year. After every 
completed year of service, an 
employee is entitled to 30 days 
annual paid leave. Such leave 
is in addition to public holidays, 
maternity leave for women and 
sick leaves. Leave can also 
be carried forward without 
restrictions. In practice 
however, organisations can, 
if necessary, restrict such carry 
forward of leaves to a limited 
number every year.

  Sick leave

  The Labour Law permits sick 
leaves for employees in each 
year subject to the following 
payments:

•  First fi fteen days of sick leave: 
allowed at full wages;

•  Next thirty days of sick leave: 
allowed at half wages; and

•  Days thereafter: allowed at 
no wage.

  In practice, different organisations 
have different policies with 
respect to the amount of 
sick leave they allow before 
considering actions within the 
ambit of the provisions of the 
Labour Law.

  Mecca Pilgrimage/ 

Religious leave

  The law also provides for leave 
of not more than thirty days 
without pay, for making a 
pilgrimage to Mecca once 
during the employment period. 
This leave period cannot be 
deducted from the employee’s 
other leave entitlements.

  Overtime wages

  Any work done in excess of the 
work hours described above, 
on the day of rest, or overtime 
worked during the night attract 
payment of additional, ‘overtime’ 
wages to most employees. 
The only class of workers exempt 
from such overtime wages 
is that of persons in certain 
administrative or supervisory 
roles.

  The computation of overtime 
pay for work done in excess 
of the normal working hours 
every day is to be equal to the 
employee’s normal wage plus 
at least 25% of such wage.  
However, for overtime work 
done between 9pm and 4am, 
the employee is entitled to 
receive overtime pay equal to his 
normal wage plus at least 50%. 
Article 69 also specifi cally 
restricts employees from being 
required to work for more than 
two hours of overtime per day 
unless such a measure is 
necessary to prevent substantial 
loss or alleviate its consequences.

  Any work done on a public 
holiday or government declared 
holiday entitles the employee to 
his normal wage plus 50% and 
an additional substitute day off 
work. In the absence of such 
substitute holiday or time off 
in lieu, the employee is entitled 
to receive his wages plus 150% 
of such wage for the overtime 
hours worked.



  Maternity leave

  A female employee who has 
completed one year of service 
is entitled to maternity leave 
with full pay for a period of 
forty-fi ve days including the 
time before and after delivery.  
In cases where the female 
employee has not completed 
one year of service, the maternity 
leave shall be with half pay.  
Such an employee, on the 
expiry of the maternity leave, 
may discontinue work without 
pay for a maximum period 
of one hundred consecutive 
or intermittent days on the 
production of a medical 
certifi cate issued by a medical 
authority attested by the 
competent health authority or 
endorsed by such authorities 
with respect to any illness 
resulting from the pregnancy or 
delivery. Such maternity leave 
is in addition to the annual leave.

  Recruitment of staff 

(local hires and foreign 

expatriates)

  The rules and procedures 
adopted for the licences to 
recruit foreign labour to work 
in the UAE are applied in all the 
Emirates. The UAE Labour Law 
through the Ministry of Labour 
and Social Affairs governs both 
the employment of nationals 
and non-nationals. The Law 
provides in Article 9 that as 
a matter of right, UAE nationals 
have the fi rst right to 

employment. All foreign 
expatriates are expected to 
follow the procedures set out 
in the Labour Law and by the 
Ministry of Labour and Social 
Affairs to work in the UAE. 
The basic requirements are 
for organisations to obtain 
approvals from the Labour 
Department and a work permit 
from the Ministry of Labour 
and Social Affairs in order 
to consider employing non-
nationals or foreign expatriates.

  In 2003, Dubai, and the United 
Arab Emirates (UAE), started 
making a determined push 
to increase the participation 
of locals in the work-force 
under a policy known as 
‘Emiratisation‘. Under the 
Emiratisation programme’s 
implementation measures, 
employment quotas in the 
private sector were to meet 
prescribed percentages, 
including: the banking sector 
(4%), insurance companies 
(5%) and in trade companies 
employing 50 workers or 
more (2%). Full Emiratisation 
was intended for executive, 
administrative, clerical positions 
(and business ownership) of 
travel and tourism, manpower 
supply and real estate agencies. 
Currently, many organisations 
use local Emiratis as the Public 
Relations Offi cers (‘PROs’) 
to handle the dealings 
with government bodies, 
especially for immigration 
and visa formalities.
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  Issuance of a Residence 
visa under the 
employer’s sponsorship

  As part of the residence visa 
issuance process, a UAE 
employment contract must 
be entered into by the 
employer and the employee.

a. Residence visa 
issuance procedures:

  It is the obligation of the 
company to process and obtain 
the visa for its employees. 
The company will carry out 
the following process:

•  The Government Relations 
Offi cer or PRO in the assignment 
firm receives all of the 
employee’s documents and 
sends them to the Labour/
Immigration offi ces for the UAE 
to apply for the residence visa;

•  If approval is received from the 
Labour/Immigration offi ces, 
the employee goes for a 
medical test; 

•  If the results of the medical test 
are satisfactory, the employee 
is issued with a residence visa.

  A labour card is issued by the 
Ministry of Labour and identifi es 
an employee and his/her place 
of work.

b. Issuance of a Residence 
visa under a Free Zone 
Authority’s sponsorship:

 

  Termination during 

probation

  As discussed above, both 
an employer and employee 
have the right to terminate 
an employment contract 
within the probationary period 
without notice and without 
end-of-service benefi ts.  
Normally, a six-month 
probationary period allows 
some fl exibility in determining 
if an employee is right 
for a certain position in a 
company and also allows time 
to terminate the employment 
during that period if required. 

  Termination after completion 

of probation

  After the completion of the 
probationary period, the 
termination of the employment 
by either party must be 
preceded by at least 30 days’ 
notice given to the other party 
before the termination of 
an employment contract. 
The Labour Law does not 
allow any room for negotiation
in this respect, even for instance, 
when the employer is willing 
to consent to a shorter time 
period. Any shorter contractual 
notice period is unlikely to 
be enforceable.

  Employees working for 
employers established in a 
Free Trade Zone are sponsored 
by the relevant Free Zones 
Authorities and not by their 
employers.

  The Free Zone Authority 
sponsoring the employees 
refers directly to the 
immigration authorities and 
not to the Ministry of Labour. 
The potential employees will 
be under their sponsorship and 
will be registered with the Free 
Zone Authority and not with the 
Ministry of Labour.

  Residence visa for partners, 
spouses and children

   The employer can obtain the 
residence visa for the employee’s 
spouse and children. However, 
only married couples can 
sponsor and obtain residence 
visas for one another and for 
their children.

  A male employee sponsoring 
his wife would require the 
following documents:

•  Residence visa;

•  Employment contract certifi ed 
by the UAE Ministry of 
Labour; and

•  Marriage certifi cate issued 
by the competent authorities, 
notarised and certifi ed by the 
Department of Foreign affairs 
and the UAE embassy in the 
country of origin and by the 
Department of Foreign affairs 
in the UAE.

  Notice

  The minimum notice period 
applicable for an indefi nite-term 
contract is 30 days, as per 
Article 117, or whatever longer 
notice period has been agreed 
upon by the parties. In this 
instance, the parties are 
permitted to terminate the 
employment provided the 
notice period is observed. 
As indicated above, the parties 
can extend the notice period 
or pay the employee in lieu 
of notice, but cannot cancel 
it or reduce its duration. This 
provision does not apply if the 
dismissal is based on grounds 
of the employee causing grave 
fi nancial loss to the company, 
disclosing company secrets or 
having been found drunk and 
disorderly on the job.

  End-of-service benefi ts

  Upon termination of 
employment, the Labour 
Law states that an employee 
must be reimbursed for all 
entitlements they have not 
been able to benefi t from, 
such as unutilised leave. 
UAE law specifi cally states 
that on termination of a 
contract, an employer must 
return an employee to their 
country of origin, should the 
employee fail to fi nd alternative 
employment within a set 
time period.

  Normally, hiring a non-national 
or foreign expatriate is fairly easy 
and quick, subject to the requisite 
approvals being obtained. There 
is a large surplus of educated 
and experienced manpower 
available in all the Emirates. 
Employment advertisements 
are either placed in local and 
international newspapers in 
circulation within the Emirates 
or through hiring and placement 
agencies. Internet-based HR 
service solutions are also 
a reliable source of access 
to such foreign expatriates.

  Immigration and visa rules

  It is illegal to live in the UAE 
without a residence visa. 
Therefore a person should 
be sponsored either on the 
basis of the ownership of 
a business in the UAE, or 
an employment contract with 
an employer in the UAE. The 
sponsorship requirements 
include obtaining a residence 
visa or work permit.

  Nationals from certain countries 
may enter the UAE with a short 
visit visa issued upon their 
arrival and it is very common 
for individuals to come to 
the UAE on secondment or 
for business meetings on 
a visit visa provided that the 
assignment is less than 30 
continuous days. The visit visa 
can be topped up for another 
30 days.

  A female employee sponsoring 
her husband would require, 
in addition to the documents 
mentioned above, a university 
degree (copy certifi ed by the 
Department of Foreign affairs 
and the UAE embassy in the 
country of origin) and must 
have a monthly salary of more 
than AED10,000.

  Trade Unions

  Trade unions do not exist 
in the UAE. In the case of a 
dispute between employer and 
employee, or in interpretation 
of the Labour Law, the 
Ministry of Labour and Social 
Affairs will initially act as an 
adjudicator. Where either party 
wishes to contest any such 
decision, it can fi le its case 
in the Civil Court. Strikes and 
lockouts are forbidden. It may 
be noted that the UAE Labour 
Law is generally perceived as 
an ‘employee friendly’ law.

  Terminating employment

  The UAE Labour Law regulates 
termination of employment.  
Most of the disputes in the 
Labour courts arise from the 
termination of employment.  
Hence, the provisions of the 
Law have to be strictly 
considered by both employers 
and employees before 
termination of the employment.



  According to Article 132 of the 
Labour Law, an employee who 
completes one year or more of 
continuous service is entitled to 
a gratuity at the end of his/her 
service. This gratuity is calculated 
on the basis of  21 days’ basic 
salary for each year of the fi rst 
fi ve years and 30 days wages 
thereafter, on condition that the 
total of the gratuity does not 
exceed the wages of two years.

  Article 137 cuts this gratuity 
to a third in the event that the 
employee was on an unlimited 
term contract and left work 
voluntarily after a continuous 
service of not less than one 
but not more than three years, 
and to two thirds if his/her 
continuous service was more 
than three but not more than 
fi ve years. After the fi ve-year 
mark, an employee receives 
full gratuity. Furthermore, under 
article 138, if the employee is 
under a limited-term contract 
and leaves work voluntarily 
before the end of the contract 
period, he shall not be entitled 
to the end-of-service gratuity 
unless the period of his 
continuous service exceeds 
fi ve years.

  It is worth mentioning that the 
days of absence from work 
without pay are not included in 
computing the period of service.

  This end of service gratuity 
is calculated according to the 
employee’s last basic salary 
prior to the date of termination 
of employment. This salary is 
the basis for calculating the 
gratuity for the whole period 
of an employee’s employment. 

  Redundancy 

  There are no provisions for 
redundancy under the UAE 
Labour Law; hence redundancy 
compensation is not prima facie 
recognised. The clause within 
the Labour Law that is akin to 
redundancy compensation is 
the requirement for an employer 
to provide pay of up to 3 months, 
salary where they have 
terminated the employment 
for a reason other than the 
employee‘s performance. 

  Severance compensations

  The mandatory elements 
of severance pay under 
the Labour Law include:

•  an end-of-service gratuity;

•  holiday/leave pay;

•  the costs of repatriation; and

•  pension benefi ts to UAE 
nationals. 
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country of origin or country 
from where he was recruited. 

  UAE nationals are entitled to 
additional pension benefi ts 
covered under a separate 
legislation.

  Additionally, compensation may 
also be due for non-discretionary 
bonuses, stock options, or 
other items in the contract that 
would provide the employee 
with additional benefi ts. 

  Deductions

  The Labour Law allows an 
employer to deduct from the 
gratuity any monies due to it 
from the employee, such as 
loans or school fees paid after 
the termination date.

  Non-competition provisions 

in the Labour Law

  It is increasingly commonplace 
to include non-competition 
agreements in employment 
contracts. With the explosion of 
an ever-increasing number of 
international and multinational 
organisations in the UAE, the 
need for non-competition 
provisions is natural. The 
Labour Law provides that when 
the employee’s position involves 
knowledge of the company’s 
clients or confi dential 
information, employers may 
stipulate that, upon termination, 
the employee may not become 
part of any competing endeavour. 
Such an agreement shall, as far 
as time, place and the nature of 

work are concerned, be limited 
to what is necessary to protect 
the legal interests of the 
employer. This provision is 
being tested case-by-case in 
the courts. Non-competition 
agreements have been 
enforced in a number of 
instances.

  Wage Protection System 

  The Wage Protection System 
(‘WPS’) involves the payment 
of salaries through a transfer 
to selected banks, fi nancial 
institutions and bureaux de 
change approved and 
authorised by the Government.

  All employers registered 
with the Ministry of Labour 
i.e. onshore entities (currently 
WPS is not applicable on Free 
Zone entities) and hiring one 
or more employees holding 
a labour card should apply for 
the WPS. The WPS covers all 
employers across all economic 
sectors and industries in the 
private sector.

•  The employer should open 
a bank account in any of the 
banks operating in the UAE.

•  The employer will choose 
any bank, bureau de change 
or fi nancial institution 
approved and authorised by 
the Central Bank of the UAE, 
that will act as a third-party 
(agent) to participate in the 
WPS to provide the service.

  The payment of gratuities is 
discussed above. Gratuities are 
calculated from the basic salary, 
excluding all allowances.  
However, gratuities do not vest 
in the case of termination 
under provisions of Article 120 
(discussed above) or the act 
of voluntary resignation by an 
employee to avoid the actions 
of termination on valid grounds.

  The Labour Law also provides 
for payment in lieu of the 
balance of the annual leave 
at the time of dismissal 
or resignation.  

  In respect of repatriation costs, 
the Labour Law states that on 
termination of employment the 
employer must cover the cost 
of repatriation of the employee 
to the country from where he 
or she was recruited, or any 
other place agreed on by the 
two parties. This cost will 
cover the cost of his travel 
ticket and whatever is provided 
for in the employment contract 
or in the employment manual 
of the organisation, such as 
the employee‘s entitlement 
to travel tickets for his family 
and costs for shipment of his 
luggage. If the employee ends 
the contract, the employer 
need not pay the statutory 
costs of repatriation provided 
the employee can afford 
to repatriate. It is standard 
practice however, for the 
employer to pay for the cost of 
the travel ticket, whether or not 
the employee actually exits the 
country and returns to his 

•  Before the employees‘ wages 
are transferred via the WPS, 
employers with fi fty employees 
or more are required to submit 
a monthly declaration within 
a deadline of 2 weeks from the 
salaries due date.

•  If the wages are not paid within 
a month of their due date or 
the declaration has not been 
submitted within a month 
of the wages‘ due date, the 
employer will be denied the 
right to have a new work permit 
for the following periods:

•  Until the violation is rectifi ed 
(the fi rst violation);

•  For one month after the violation 
is rectifi ed (second violation);

•  For two months after the violation 
is rectifi ed (third violation); and

•  For three months after the 
violation is rectifi ed (fourth 
violation).

  Employers that provide false 
information regarding the wage 
or salary of their employees will 
be prosecuted. In addition, they 
will be denied the right to apply 
for new work permits. This ban 
will remain in force until after 
any court proceedings.

  Other stipulations by law

  There are several other 
provisions covered under 
the Labour Law, for instance 
employment of juveniles and 
their implications with respect 
to benefi ts, holidays and 
severance payments, 
limitations on construction 
labourer sponsorships, HSE 
requirements and the like. There 
have also been implications on 
the organisations in the recent 
past for salary cuts imposed 
during the economic downturn 
period, for malpractices such as 
keeping employees’ passports 
with the company and for 
termination of employment or 
dismissal during leave periods.  
Such provisions of the UAE 
Labour Law serve to protect 
the interests of employees 
from unscrupulous employers.

•  If the employee holds a bank 
account in the UAE, then this 
bank can act as an agent 
(if listed and authorised by 
the UAE Central Bank to act 
as an agent).

•  The employer must pay their 
employees’ salaries at least 
on a monthly basis or on the 
dates specifi ed in the work 
contract if salaries are paid 
more frequently than monthly.

•  All salaries must be paid in 
the local currency i.e. UAE 
Dirham (AED).

•  It is irrelevant if these salaries 
are paid by an employer located 
in the UAE or in a foreign 
country, or if the Head Offi ce 
abroad transfers the salaries.

•  Wages must be transferred to 
the agent’s bank via the WPS.

•  The exact amount of wages as 
specifi ed in the employee‘s fi le 
registered with the Ministry of 
Labour must be transferred via 
the WPS.

•  The employer must, upon request 
from the Authorities, submit all 
supporting documents asserting 
the payment of the salaries.
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  Customs law

  The UAE generally levies 
customs duties on imported 
goods at the rate of 5%. Higher 
rates of duty apply to goods 
such as alcohol and tobacco. 
A number of categories of 
goods are exempt such as 
certain agricultural products, 
printed material and 
pharmaceuticals. Exemptions 
may also be granted for goods 
imported for industrial or 
manufacturing purposes.

  Where goods are imported into 
a UAE free zone, customs duties 
are not payable.

  Goods may only be imported 
into the UAE by an entity that 
has a registered presence in the 
UAE and such goods must be 
in accordance with the licensed 
business activity of the business. 

  Free Trade Agreements

  The UAE is a member of 
the GCC Customs Union 
which has a common customs 
law and common external tariff 
(although there are exceptions 
on a country by country basis). 
The member states are the 
UAE, Saudi Arabia, Qatar, 
Bahrain, Kuwait and Oman. 
Trade between the member 
states is generally duty-free. 
In respect of goods imported 
from a non-member state, 
customs duties are generally 
levied upon the fi rst entry 

of those goods into the 
customs union.

  The GCC is currently negotiating 
free trade agreements with a 
number of countries and trade 
blocs, including the European 
Union, China, Australia, India 
and Malaysia. As at the date 
of printing, the GCC has signed 
free trade agreements with 
Singapore, New Zealand 
(initialled only) and the European 
Free Trade Association. However, 
these agreements are yet to 
enter into force.

  The UAE is also a member of 
the Greater Arab Free Trade Area. 
This agreement provides for the 
duty-free trade of certain goods 
between signatories to the 
agreement.

  Anti-dumping laws

  UAE acceded to the World 
Trade Organization in 1997 
and signed the agreement 
on anti-dumping, which was 
adopted in the Uruguay Round. 
The GCC nations have since 
developed a unifi ed anti-
dumping law to protect 
themselves against dumping 
of products by all other non-
GCC nations also members 
of the WTO agreement.

•  ‘Dumping’: exportation of 
products to the GCC States 
at an export price lower than 
their normal price in the 
course of ordinary trade. 

•  ‘Subsidy’: a direct or indirect 
fi nancial contribution by the 
government of the country of 
origin or any public body within 
that country. 

•  ‘Unjustifi able increase of 
imports’: the importation into 
the GCC States of non-dumped 
or non-subsidised products in 
large quantities either in absolute 
terms or relative to the domestic 
production which cause serious 
injury to an established GCC 
industry.

  The Ministry of Economy of the 
UAE (MoE) currently administers 
the rules and regulations 
contained in anti-dumping laws 
in the UAE in coordination with 
the Permanent Committee 
appointed under the GCC 
Common Law on anti-dumping 
and Counterveiling Measures 
and Safeguards. In cases which 
have been investigated and there 
is proof of the existence of any 
of the practices described above, 
measures can be imposed which 
can be increased, reduced 
or suspended. Some of the 
measures include the imposition 
of customs duties or quantitative 
restrictions or both. 

  However, it is noted that these 
anti-dumping measures do not 
protect one GCC member state 
from dumping of products by 
another GCC member state.

  Competition rules

  There is currently no signifi cant 
body of law in force in the UAE 
dealing with competition or 
anti-trust laws. The UAE adopts 
a cautious and conservative 
attitude to curb monopoly 
and reduce the possibility 
of competition instead 
of encouraging vigorous 
competition. The closest 
to such protection can be 
found in the UAE Consumer 
Protection Law of 2006 (the 
‘Law‘) and its implementing 
Regulations of 2007 (the 
‘Regulations‘).

  Whilst the Law contains 
very few provisions regarding 
competition law, it states that 
the implementing regulations 
of the Law shall set out the 
basis of determining when 
there has been an abnormal 
increase in prices of goods 
and what constitutes an 
unlawful monopoly. 

  The Regulations deal 
with anti-competitive 
and monopolistic conduct 
in greater detail than the 
Consumer Protection Law. 
These relate to competition 
law issues in that they focus 
on abnormal movements in 
prices resulting from certain 
prohibited practices.

Trade
Anti-dumping laws
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  The UAE has 23 local banks 
and 28 foreign banks. These 
fi nancial institutions, through 
their branch networks and 
affi liate service centres, cater 
to the fi nancial needs of the 
UAE population of approximately 
8.1 million. Besides conventional 
banking, UAE also offers Islamic 
banking which has seen a 
tremendous growth in the 
recent years. All banks offer 
Automated Teller Machine 
(‘ATM’) facilities which operate 
on a central ‘Switch’ system. 
A customer of a particular bank 
can, therefore, use any other 
bank’s ATM for conducting 
banking transactions.

  Account types

  The most common account 
types offered by UAE banks 
are as follows:

  Key documents required by 
banks in order to open accounts 
are as follows:

•  Copy of valid trade licence 
or certifi cate of incorporation; 

•  Copy of the power of attorney 
or Board resolution;

•  Passport copies, including 
resident permits, of key 
people; and 

•  Copy of valid chamber 
of commerce registration 
certifi cate (mainly for limited 
liability companies and 
branches of foreign companies).

•  Foreign currency accounts 
can be held by residents 
domestically and abroad. 
Accounts in domestic currency 
(AED) can be held in domestic 
banks’ overseas affi liates and 
are freely convertible into 
foreign currency. 

•  Non-resident bank accounts 
denominated in domestic 
currency (AED) are permitted 
in the UAE, as are accounts 
in foreign currencies belonging 
to non-resident banks and 
fi nancial, industrial and trade 
companies. Non-resident 
accounts in domestic currency 
(AED) are freely convertible 
into foreign currency.

•  Interest is generally offered 
on savings accounts and time 
deposit accounts. 

  Banking Authority 

  The Central Bank of the UAE 
is the banking regulatory 
authority in the country and 
its main responsibility is 
formulation and implementation 
of banking, credit and monetary 
policies. UAE’s currency, the 
Arab Emirate Dirham, is pegged 
to the United States Dollar at 
a fi xed rate of AED3.67: US$1. 

  Access to local fi nancing 

(e.g. local lending)

  Granting credit facilities to 
a customer varies according 
to the customer’s credit 
standing, as well as the credit 
appetite of banks. A number 
of factors are considered by 
a bank prior to the granting of 
the credit facilities, including 
the following: 

•  Nature of the business activity; 

•  Legal status of the establishment;

•  Establishment’s business history 
in the UAE;

•  Financial position and future 
prospects of the establishment; 
and

•  Management. 

Banking in the UAE
Banking Environment

Type Features

Savings accounts Payment and transfers – Most liquid assets

Current accounts

Cheques for day-to-day payments 
(overdraft facilities available depending 
on the credit standing)

Time deposits

Steady returns with comparatively higher 
interest rates, wide range of currencies 
and tenors
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HSBC’s unique relationship 
with the Middle East dates 
back more than a century, 
but its unique relationship 
with the UAE began when 
the British Bank of the Middle 
East, now called HSBC Bank 
Middle East Limited, was 
acquired by the HSBC Group 
in 1959. For 64 years, HSBC 
has been advising Emirati 
investors as well assisting 
foreign companies interested 
in establishing their companies 
in this thriving hub.

Originally established in London 
in September 1889 as the 
Imperial Bank of Persia, the 
company began life as banker 
to the imperial government of 
Persia. Throughout the early 
part of the 20th century, the 
bank expanded throughout 
the Middle East, identifying 
the investment potential that 
continues to attract attention 
from around the world. 

Today, HSBC is the largest 
and most widely represented 
international bank in the Middle 
East with 280 offi ces across 
the Middle East and North 
Africa, forming a core element 
of HSBC Group’s global network 
of around 8000 offi ces in 
87 countries. 

At HSBC, we focus on fostering 
long-term relationships with our 
corporate customers whether 
large or small. 

The development of the UAE's 
traditional position as a Middle 
Eastern trading hub has shifted 
as the world economy has 
developed, repositioning the 
Emirates as strategic link 
between East and West for 
investors looking at international 
trade opportunities. HSBC 
offers these investors access 
to our extensive knowledge 
of commerce and the ability 
to leverage our strong regional 
and international footprint. 

The UAE continues to develop 
as an attractive investment 
destination, recognized by 
the World Bank as one of 
the world's most effective 
international business hubs 
in its 'Doing Business' report. 
Free trade zones, such as Dubai 
Internet City, help to simplify 
the process of starting a 
business in the UAE, and 
attractive tax policies allow 
investors to benefi t fully from 
their success. Coupled with 
a fi rm and proactive commitment 
from the UAE Government 
to drive economic success 
through enabling international 
business, HSBC retains great 
confi dence in the UAE 
as a long term destination 
for foreign investment.

 Fast facts:

•  HSBC Middle East is a core 
part of the HSBC Group’s global 
network of around 8000 offi ces 
in 88 countries.

•  HSBC is the largest and most 
widely represented international 
bank in the Middle East with 
280 offi ces across the Middle 
East and North Africa

 
•  HSBC Middle East employs 

12,000 people in the region with 
approximately 3,600 in the UAE

•  HSBC’s unique relationship 
with the Middle East dates 
back more than a century, 
with a heritage of over 64 
years in the UAE.

•  For 15 years HSBC, known 
then as the British Bank of 
the Middle East, was the 
only bank in Dubai.

HSBC in the UAE

 Corporate sustainability:

  For HSBC, Corporate 
Sustainability is about bringing 
social and environmental 
issues together with fi nancial 
performance to maintain and 
grow a successful business 
for the benefi t of our 
stakeholders.

•  We apply clear policies 
and processes to manage 
potential social and 
environmental risk in our 
lending and other fi nancial 
activities in sensitive sectors

•  We help our clients to seize 
the opportunities presented 
by the shift to a low carbon 
economy

•  We try to reduce our own 
environmental footprint and 
share good practice on this 
with our clients and other 
stakeholders

•  We focus our community 
investment (philanthropic 
activities) on education and 
the environment



New Year’s Day 1 January

Prophet Mohammed's Birthday 17 February*

Israa Wa Al Miraj  28 June*

Eid Al Fitr  31 August-1 September*

Arafat Haj Day  6 November*

Eid Al Adha 7-9 November 

Hijriah New Year 26 November

UAE National Day  2-3 December

*depending on the lunar calendar.
Note that in addition to the holidays listed above, individual provinces may observe 
provincial holidays.
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Country overview

Capital city    

Area and population

Language

Currency

International dialling code

National Holidays

Business and banking hours

Stock exchanges

Political structure

Economic statistics

Foreign direct investment

Abu Dhabi

83,600 sq.km., 8.1 million

Arabic

Arab Emirate Dirham (AED)

(00)971

Scheduled Public Holidays for 2011

Business hours*: 
Government sector: 7.30am – 3pm (Sun-Thurs)
Private Sector: 8am – 5pm (Sun-Thurs)
Banking hours: 8am – 12noon (Sat-Thurs)

* During holy month of Ramadan, normal working hours are reduced by two hours per day

Abu Dhabi Securities Exchange, Dubai Financial Market 
and Nasdaq Dubai

Federation of seven emirates

GDP: US$224bn (2009), US$40,000 per capita (2009)

US$4bn (2009)
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Contacts

Dean Rolfe

Middle East Tax Leader
PricewaterhouseCoopers UAE

Tel: +971 4 304 3100

Email: dean.rolfe@ae.pwc.com

Website: www.hsbc.ae 

Phone: +971 (4) 423 5168

1st Edition: December 2010

Copyright

Copyright 2010. All rights reserved. 

‘PwC’ and ‘PricewaterhouseCoopers’ 
refer to the network of member 
fi rms of PricewaterhouseCoopers 
International Limited (PwCIL), or, 
as the context requires, individual 
member fi rms of the PwC network. 
Each member fi rm is a separate legal 
entity and does not act as agent of 
PwCIL or any other member fi rm. 
PwCIL does not provide any services 
to clients. PwCIL is not responsible 
or liable for the acts or omissions 
of any of its member fi rms nor 
can it control the exercise of their 
professional judgment or bind them 
in any way. No member fi rm is 
responsible or liable for the acts 
or omissions of any other member 
fi rm nor can it control the exercise 
of another member fi rm’s professional 
judgment or bind another member 
fi rm or PwCIL in any way.
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