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DOING 
BUSINESS
IN THE UAE
ESTABLISH AND SUPPORT YOUR BUSINESS
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THE UAE 
ADVANTAGE

The United Arab Emirates (UAE), situated 
in the southeast of the Arabian Peninsula 
on the Persian Gulf, is a federation of 
seven Emirates – the capital Abu Dhabi, 
together with Ajman, Dubai, Fujairah, 
Ras al-Khaimah, Sharjah and Umm al-
Quwain. With its world-class infrastructure, 
strategic location and business-friendly 
environment, the UAE is a natural choice 
for business expansion and new initiatives.

The UAE government is committed to on-
going partnership with the private sector 
to fortify its position as a leading centre for 
global businesses and to support effective 
policies, procedures and legislation to 
advance the UAE’s competitiveness, 
regional leadership and future prosperity. 

As an international business location, the 
UAE offers the following key advantages:

•  Strategic location in the heart of 
the Middle East and convenient for 
Europe, Asia and Africa

•	 	An	eight-hour	flight	from	two-thirds	of	
the	world’s	population

•  Political stability and pro-business 
government

•  One of the safest places to live and 
work	in	the	world

• World-class infrastructure
•	 Clean	and	modern	environment
•	 Highly	multicultural	society
•	 	Highly-ranked	in	world	“Ease	of	Business”	

and	“Competitiveness”	ratings

DBinUAE/1/
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DOING BUSINESS 
IN THE UAE

100%

UK COMMON 
LAW

5% 0%
Foreign Ownership permitted

Applies within the Dubai International Financial 
Centre (DIFC) and the Abu Dhabi Global Market 
(ADGM) Free Zones

VAT as of 2018 Income Tax

As the geographic and economic lynchpin 
of the Middle East, international investors 
regard the UAE as a vital element in their 
worldwide operations. It is well established 
as the prime destination for multinationals 
to set up their regional base and serve the 
high growth markets in the Middle East, 
Africa and South Asia. It is also the perfect 
location for new initiatives across multiple 
and diverse sectors.

There are no income or capital taxes in the 
UAE, except for oil and domestic banking, 
and no withholding taxes. Companies in the 
UAE obtain further significant advantages 
from the absence of foreign exchange 
controls, trade barriers or quotas.

VAT was introduced in 2018 at a rate of 
5%. More information on how this will 
impact a client’s business can be found on 
our website.

The Emirate of Abu Dhabi is the largest 
of the seven Emirates that constitute the 
UAE, accounting for over 80% of the total 
land area of the federation. It also has the 
largest population. Abu Dhabi is the capital 
city of the Emirate, after which it is named, 
as well as the capital of the federation.

Over the past few decades, Abu Dhabi has 
undergone unprecedented growth and 
development. The wealth generated by 
considerable reserves of hydrocarbons 
has fuelled a substantial increase in its 
economic and political importance, both 
at a regional and a global level, while it has 
also made great strides towards economic 
diversification. The Abu Dhabi Economic 
Vision 2030 sets out a path towards 
creating a sustainable, knowledge-based 
economy fuelled by private sector activity 
and investment across a range of sectors. 

Dubai is the second largest Emirate 
and ranks as the UAE’s most important 
port and commercial centre. Less well 
endowed with hydrocarbons than its 
regional neighbours, Dubai has worked 
hard over the past several decades to 
develop a wider, more diversified economy 
to power its growth. Critical sectors 
include manufacturing, logistics, financial 
services, information technology, retail, 
travel, tourism, healthcare and education, 
in addition to a strong focus on green 
technologies. To attract international 
business it has invested heavily in its 
transport, telecommunications, energy 
and industrial infrastructure.
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Please also visit our website at SovereignGroup.com. You will find 
updates to this information together with many other items that may 
be of interest. You may also wish to subscribe to our client newsletter 
–The Sovereign Report.

ABOUT SOVEREIGN

Sovereign Corporate Services – offers 
company formation and management 
across all major jurisdictions, together 
with the necessary support to assist 
companies of all sizes to establish and 
sustain operations successfully.

Sovereign Private Client Services – provides 
trustee services, wealth management and 
succession planning to internationally 
mobile families and entrepreneurs. 

Sovereign began in Gibraltar in 1987 and has since grown into one of the largest 
independent corporate and trust service providers in the world. We currently manage 
over 20,000 structures for a wide variety of clients – companies, entrepreneurs, private 
investors or high net worth individuals (HNWIs) and their families – and have assets under 
administration in excess of US$10 billion.

We have established a network of offices or agents in all major international finance 
centres allowing our clients to access a global service from a local point of delivery. We 
hold the appropriate authorisations in all jurisdictions that require us to be licensed.

Sovereign	Retirement	Planning – devises 
and administers individual and corporate 
international pension schemes that offer 
choice, transparency and portability 
across multiple jurisdictions.

Sovereign Insurance Services – offers 
bespoke corporate and personal insurance 
services for our clients, wherever they are 
domiciled.
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ABOUT SOVEREIGN 
CORPORATE 
SERVICES, UAE

In today’s global marketplace, business 
success increasingly requires active trading 
participation in foreign markets. Emerging 
companies typically operate in rapidly 
evolving industries where expertise, speed 
and efficiency are rewarded. With over 
three decades of experience handling 
cross-border corporate and commercial 
matters, Sovereign equips its clients with 
the knowledge and understanding that is 
essential to successful market entry and 
growth initiatives in the UAE and Middle 
East region.

Through our three Middle East offices – 
Dubai, Abu Dhabi and Bahrain – Sovereign 
can assist individuals and companies to 
establish a presence in the region and 
steer them through the complexities of 
market entry.

Sovereign will set up the most suitable 
corporate structure for your business and 
then provide the necessary management 
expertise to ensure continued regulatory 
compliance in respect of company law, 
employment law, board procedures, 
directors’ responsibilities and shareholder 
relations.

We also offer the administrative support to 
maximise your opportunities and achieve 
long-term sustainability, from the provision 
of full back-office services to assistance 
with tax, pay roll, accounting and human 
resources. This will enable a company’s 
owners to focus on the primary business.

Dubai-based Sovereign Corporate Services 
has entered into a strategic partnership 
with the Government of Dubai through 
its Foreign Direct Investment Office (FDI), 
a division of the Department of Economic 
Development (DED) that is mandated to 
assist international companies with UAE 
market entry. As a result, our ‘Corporate 
shareholder’ model for onshore LLCs 
is accepted and endorsed by both the 
Government of Dubai and the body that 
issues trade licences, making the process 
of incorporating a company in Dubai much 
simpler (see page 10).

Sovereign Corporate Services has served 
as a registered agent for the free zones of 
Ras Al Khaimah (RAK) and Jebel Ali (JAFZA) 
since 1998. We also work extensively with 
all other free zones, including Fujairah 
Creative City, Ajman, Sharjah Airport 
International (SAIF-ZONE), Dubai Multi 
Commodities Centre (DMCC), Dubai South 
(formerly Dubai World Central), Dubai 
Airport (DAFZA), as well as the TECOM free 
zone communities.

Our Abu Dhabi office has further started to 
partner with a number of Abu Dhabi-based 
free zones, including Abu Dhabi Global 
Market (ADGM), twofour54 and Masdar 
City. For further information on free zone 
set-up in the UAE, please see page 14.

2017
Opened office 
in the Abu Dhabi 
Global Market 
(ADGM) Free 
Zone to serve 
the Abu Dhabi 
market

2014
Relocated to 
the H Hotel 
Dubai and 
established 
representative 
office in DMCC 
Free Zone

2011
Opened second 
Dubai-based 
office in the 
Department 
of Economic 
Development 
(DED)

2010
Opened office 
in Bahrain

2008
Relocated 
Dubai office to
Jumeirah 
Lakes Towers

1997
Opened Dubai 
office in Bur 
Dubai district
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MARKET ENTRY 
IN THE UAE – 
FREQUENTLY 
ASKED QUESTIONS 

1.   HOW DIFFICULT ARE THE CULTURAL 
AND LANGUAGE BARRIERS?

Today, more than 90% of the urban 
population of Dubai and more than 75% 
of the urban population of Abu Dhabi are 
foreign nationals, the majority from South 
Asia. As a result, English is widely used for 
business and is the lingua franca of the 
cities making the business environment 
relatively easy to navigate. By and large, 
Business tends to be done face-to-face. The 
UAE has a diverse and multi-cultural society 
which has led to the UAE becoming one of 
the more liberal jurisdictions in the region. 
That said, the country still holds onto its 
traditional background and the national 
culture revolves around the religion of 
Islam.

2.   WHAT IS THE INFLUENCE OF SHARI’AH 
LAW?

Shari’ah is the religious law forming part of 
the Islamic tradition. It is “a principal source 
of legislation” and its influence can be seen 
in the structure of commercial transactions, 
and the banking and insurance industry. 
Many of the laws are secular, and Shari’ah 
is generally not applied to the family law of 
non-Muslims, or to their inheritance. For 

certainty, however, it is possible to utilise 
the Dubai International Financial Centre 
(DIFC) Courts or Abu Dhabi Global Market 
(ADGM) Courts, which both operate an 
independent English language common 
law system with both jurisdictions 
governing civil and commercial disputes 
nationally, regionally and worldwide.

3.   WHAT ARE THE FOREIGN OWNERSHIP 
RESTRICTIONS?

Foreign ownership restrictions are 
contained in the UAE’s Commercial 
Companies Law (CCL), which requires 
that UAE nationals or their wholly owned 
companies must hold a minimum of 51% 
of the shares of all companies established 
in the UAE. Many foreign investors in the 
UAE are reluctant to relinquish control of 
their company to a local partner. To allay 
these concerns, Sovereign has created 
a ‘corporate shareholder’ model that 
allows clients to maintain 100% effective 
control of their business while remaining 
in full compliance with the CCL (see page 
11). There are also no foreign ownership 
restrictions for entities formed within the 
UAE’s Free Zones.
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4.   HOW TO CHOOSE THE MOST SUITABLE 
LOCATION?

A foreign company wanting to do business 
in the UAE can choose to set up operations 
as a branch, representative office or 
registered company, or it can appoint 
a commercial agent to sell its products 
in the UAE market or export them. New 
companies can also choose to conduct 
their activities from a free zone, which is 
a designated, self-regulated area set up to 
catalyse economic activity that is governed 
by its own set of rules and regulations. 
There are around 40 free zones in the UAE, 
with more under development.

5.   HOW TO CHOOSE THE MOST SUITABLE 
LEGAL ENTITY?

The CCL provides for the establishment 
of the following business entities for 
foreign investors: joint stock companies 
(JSC), limited liability companies (LLC), 
unincorporated joint ventures and branch 
offices of foreign companies. The CCL 
does not apply to companies that are 
established in the free zones, which are 
governed by independent authorities 
that are responsible for issuing operating 
licences. Investors can either register a 
new company in the form of a Free Zone 
Establishment (FZE) or Free Zone Company 
(FZC) or simply establish a branch or 
representative office of their existing 
company based within the UAE or abroad.
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ISSUES TO CONSIDER 
WHEN SETTING UP 
BUSINESS IN THE 
UAE

There are a number of critical issues 
confronting companies wishing to establish, 
operate and grow a business in the Middle 
East from a base in the UAE. These include:

CAPITAL REPATRIATION 

There are no restrictions on profit transfer 
or capital repatriation in the UAE. Most 
Free Zones pledge to maintain this for a 
substantial term from the time of business 
establishment.

DOCUMENT AUTHENTICATION

Document authentication is an 
administrative requirement for completing 
transactions across the Middle East. 
Documents that originate from outside 
the UAE must typically be locally notarised, 
attested and certified. When delivered to 
the UAE, they must further be translated 
into Arabic and certified by the UAE Ministry 
of Foreign Affairs (MOFA). An exception is 
the ADGM Free Zone, which has removed 
requirements for notarisation, translation 
and attestation for foreign companies.

LABOUR LAW 

The UAE Labour Law is generally employer-
friendly. The vast majority of the private 
sector workforce is made up of foreign 
nationals, who require a work visa and 
residence permit sponsorship from their 
employer. It is relatively straightforward 

to terminate the employment of foreign 
national employees but the approval of 
the public authorities may be required 
to terminate the employment of UAE 
national employees. Depending on the type 
of employment contract, an ‘End of Service 
Gratuity’ payment must be paid to employees 
who work for more than one year.

AGREEMENTS 

Extreme caution should be exercised 
in drafting distributor, dealer, agency, 
franchise or similar agreements. Companies 
selling their products and services in the 
UAE need to understand local protections 
and the agent registration system and to 
consider the implications if the relationship 
is not a success.

PROPERTY OWNERSHIP

Laws and regulations regarding foreign 
property ownership differ between 
the Emirates. For instance, the Dubai 
and Abu Dhabi governments permit 
freehold foreign ownership of properties 
in designated areas but the majority of 
real estate is restricted to UAE nationals. 
Registration of property with the Land 
Department is critical to claim full 
ownership. Foreign offshore companies 
are permitted to own real estate in Abu 
Dhabi, but JAFZA is the only offshore 
company that is permitted to own real 
estate in Dubai.
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UAE companies registered onshore are 
licensed by the Department of Economic 
Development (DED) in each Emirate. The 
UAE Commercial Companies Law (CCL) 
states that these companies must appoint 
a UAE National Sponsor or Agent, often 
referred to as a “Local Partner”. With the 
exception of professional licenses and 
sole establishments, UAE companies must 
hold a minimum of 51% of the shares of all 
companies established in the UAE.

Incorporating a business onshore provides 
various benefits, not least the ability to trade 
throughout the Emirate of incorporation 
but also across all UAE Free Zones and 
the wider GCC. It also offers a greater (and 
sometimes more cost effective) choice of 
real estate options. Whilst certain activities 
are restricted to 100% ownership by UAE 
nationals, incorporating onshore permits 
the company to conduct business with 
Federal and Local Government entities.

BUSINESS 
LOCATION: 
MAINLAND 
(ONSHORE)
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If your business requires you to trade on the 
UAE mainland with local companies then 
you will need a Department of Economic 
Development (DED)-licensed company. This 
onshore license requires the appointment 
of a UAE local partner (51%) or local service 
agent. Many investors are concerned by 
the foreign ownership restrictions and 
uncomfortable about relinquishing control 
of their company to a local partner. To allay 
these concerns, Sovereign has perfected 
the “Corporate Nominee Shareholder 
Model” in partnership with the Foreign 
Direct Investment (FDI) division of the DED. 
This corporate shareholder model enables 
the investor to maintain 100% beneficial 
ownership and control of their business 
whilst remaining in full compliance with 
UAE companies law.

Sovereign Corporate Services operates and 
controls a portfolio of 100% UAE national-
owned Limited Liability Companies (LLCs) 
across Abu Dhabi, Dubai and the wider UAE. 
The relationships with the UAE national 
individuals are affirmed by Powers of 
Attorney and other legal agreements whilst 
risk is mitigated for the 49% shareholder 
by way of various scheme of arrangement 
documents. These companies can act as 
the 51% local partner and, through a suite 
of risk mitigation documents, pass back all 
management control, financial control and 
the day-to-day running of the business to 
the 49% shareholder in return for a “fixed 
annual sponsorship fee”.

Foreign individuals are permitted to hold 
the minority 49% shareholding in their 
own name, but Sovereign recommends 
the use of a foreign (offshore) company. 
This will ensure that the ownership is 
held outside the UAE and is therefore 
clear of any Shari’ah law implications for 
inheritance and succession planning. As 
the Corporate Nominee Shareholder, 
Sovereign will not take any commercial 
role in the new company and the annual 
fees will be fixed such that there will be no 
variation irrespective of increased turnover 
or profitability of the business.

The primary benefit of this corporate 
shareholder model is that the investor will 
not be dealing with an individual person 
as a shareholder but rather with an 
international, fully licensed and regulated 
company that has no emotional ties to 
the business and no local vested interests. 
Sovereign has multiple signatories who are 
available all year round and, as a company, 
our corporate shareholder entities offer 
perpetual succession. As a result, a client’s 
company will not be affected by the ill-health 
or death of a local individual partner. A 
Sovereign Corporate Nominee Shareholder 
can also act as the local agent where the 51% 
shareholder is not required – for example, 
for a professional license or branch.

SOVEREIGN 
CORPORATE 
SHAREHOLDER 
MODEL
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Sovereign Corporate Services LLC (SCS) has 
entered into a formal, strategic partnership 
with Dubai FDI, the dedicated investment 
development agency within the Dubai 
Department of Economic Development. 
SCS has signed a Memorandum of 
Understanding (MoU) with Dubai FDI that 
sets out a commitment to attract foreign 
companies to establish and grow in the 
region and to optimise the services offered 
through the following co-operation points:

Dubai is the ideal launch pad and complete 
growth ecosystem for small and medium 
enterprises across diverse sectors. This 
partnership with Dubai FDI not only 
guarantees that international companies 
receive the best service available, but will 
also ensure that they will be fast-tracked 
through the set up process and introduced 
to a wider audience in the region.

• Act as the ideal business partner to 
foreign	companies

• Measure	and	track	investment	
performance

• Develop	businesses	and	implement	
investment	attraction	mechanisms

• Highlight success stories and 
maintain	constant	contact

Foreign investor 
(Corporate or individual)

Fixed Annual
Sponsorship Fee

Risk Mitigation 
Agreements and POA

New	Onshore	Company	(e.g.	LLC)

49% 51%

Sovereign Corporate 
Shareholder
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Any business entering a foreign market 
faces a number of compliance-related 
challenges. Making certain that all 
obligations are met in a timely and efficient 
manner can be a time consuming and 
costly process. Sovereign offers specialist 
expertise in the ongoing management and 
administration of its clients’ companies, 
from providing full back-office solutions 
to assistance with tax and regulatory 
compliance and payroll.

COMPANY SECRETARIAL SERVICES

It is essential to know that your entities, 
wherever they are located around the 
world, are in good standing, that business 
decisions are accurately implemented and 
that necessary changes can be effected in 
a straightforward and timely manner. As 
company secretary, Sovereign will ensure 
that your company complies with all 
standard financial and legal requirements. 
In addition we can offer board assistance 
and support, and we can assist with the 
dissolution and liquidation of entities that 
are dormant or no longer required.

BOOKKEEPING AND ACCOUNTING

Bookkeeping and accounting are integral 
components of any business. Bookkeeping 
services will ensure that reliable and 
accurate books are kept for your 
company, enabling you to make informed 
decisions promptly in order to minimise 
risks and maximise profits. An effective 

accounting system can have a significant 
impact on a company’s productivity as 
well as its profitability. Sovereign can 
either offer in-house bookkeeping and 
accounting services or can recommend a 
range of accountancy firms that we work 
with closely.

PAYROLL SERVICES

Companies, wherever they are based, 
must pay the salaries of their employees 
in a timely manner. Sovereign can provide 
a comprehensive but flexible outsourced 
payroll service that is tailored to each 
client’s specific requirements and that is 
fully compliant with UAE labour law.

BANKING INTRODUCTIONS

All companies require a bank account but 
opening accounts is becoming increasingly 
difficult due to international transparency 
and anti-money laundering initiatives. 
Applications can be complicated and 
many banks will only open accounts for 
companies that have been introduced by 
a recognised and licensed service provider 
that is on their ‘approved list’. There are a 
large number of local, international and 
private banks in the UAE. Sovereign has 
longstanding relationships with many 
banks and it is strongly recommended 
that we assist with bank introductions and 
the preparation and submission of the 
necessary documentation.

SOVEREIGN 
MARKET ENTRY 
SERVICES
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VISA SERVICES

All employees and their dependants must 
have a residency visa in order to reside 
in the UAE. This visa will be issued by the 
government body through which your 
company is registered. The process of 
applying for visas can be time consuming 
particularly if you or your employees are 
not yet in the country. Sovereign can assist 
with the entire application process, as well 
as with visa renewal in the future.

INSURANCE SERVICES

Insurance is one of the most effective ways 
to manage corporate risk. Understanding 
all known and anticipated risks allows an 
organisation to measure and prioritise, as 
well as to take the appropriate action to 
reduce the potential for losses. Sovereign 
does not itself provide insurance services 
under UAE law, but we will work with a third 
party provider to ensure that all risks are 
properly insured.

END OF SERVICE (EOS) GRATUITY SCHEMES 

Companies operating in the Middle East 
are usually obliged to offer their staff an 
end of service gratuity payment when 
they leave the company. This is based on 
the individual’s salary and length of service 
and is payable as a lump sum. Employers 
that fail to invest or plan for their end of 
service gratuity obligations can suffer cash 
flow problems if staff turnover is higher 
than anticipated. Sovereign’s Employee 

Benefit solutions allow the sponsoring 
employer to save towards end of service 
gratuity liabilities through an employee 
benefit plan. Over the longer term this 
provides a more efficient means of funding 
gratuity liabilities.

HOLDING COMPANY SERVICES

Sovereign recommends the use of an 
offshore company for holding shares in 
mainland UAE companies. This will ensure 
that the ownership is held outside the UAE 
and is therefore clear of any Shari’ah law 
implications for inheritance and succession 
planning. Through our two offices in the 
UAE and our international network of 
offices, we can assist clients to set up an 
effective offshore holding structure.

HR SERVICES

The human resources (HR) function is at 
the centre of employers’ efforts to identify, 
hire and retain the people it needs to 
achieve its goals. It is also an essential 
part of a business’ compliance structure if 
costly fines and other penalties are to be 
avoided. Maintaining compliance with UAE 
labour law requirements and regulations 
can be complicated and onerous. 
Sovereign’s in-house HR consultant can 
ensure that your company’s processes 
are fully compliant and that employment 
records are up-to-date.
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There are around 40 free zones currently 
operating across the UAE, with more 
under construction. Each free zone is 
designed around one or more commercial 
categories and licences can only be 
granted to companies that are active in 
those categories. Sovereign has assisted 
clients in setting up companies in all free 
zone jurisdictions. 

The main attractions of establishing an 
entity in a UAE free zone is that there are 
no foreign ownership restrictions and the 
UAE Commercial Companies Law (CCL) 
does not apply. Companies are instead 
governed by an independent Free Zone 
Authority (FZA), which is responsible for 
issuing operating licences and regulating 
the activities of companies within that 
free zone.

In addition to enabling shareholders, 
directors and employees to obtain 
residency in the UAE, the benefits of a free 
zone can include:

Investors can either register a new 
company in the form of a Free Zone 
Establishment (FZE) or a Free Zone 
Company (FZC) or simply establish a branch 
or representative office of their existing or 
parent company whether it is based within 
the UAE or abroad. An FZE (and FZC) is a 
limited liability company governed by the 
rules and regulations of the free zone in 
which it is established. An FZE has only one 
shareholder whereas an FZC has two or 
more shareholders. Except for acquiring 
nationality in the UAE, the provisions of the 
CCL do not apply to FZEs or FZCs.

Once a legal presence has been 
established in a free zone, the business 
will need to lease premises or land and 
acquire an operating licence from the 
relevant FZA. Different types of licences 
apply in the different types of free zone. 
Companies with trade and industrial 
licences may only conduct business within 
the free zone or abroad.

BUSINESS 
LOCATION –
FREE ZONES

•	 	100%	foreign	ownership
•	 	100%	repatriation	of	capital	and	profits
•	 	100%	corporate	and	personal	income	

tax	exemption
• Absence of currency restrictions
• Abundant and inexpensive energy
•	 Modern,	efficient	communications
•	 	Logistic	 efficiencies	 due	 to	 business	

cluster	effect
• Excellent support services
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Disadvantages of a free zone company 
include restrictions on where you can 
trade in the UAE, restrictions on choice of 
premises location and restrictions on visa 
numbers. To sell products in the UAE, a 
UAE official agent is required and a joint 
venture will need to be formed.

Sovereign is a registered agent for the 
free zones of Ras Al Khaimah (RAK) and 

Jebel Ali (JAFZA) in Dubai and can establish 
companies in all other free zones. We can 
advise on licence type, cost, office space, 
visas and time scale. Often clients have 
a preconceived notion that they wish to 
establish in a particular free zone but 
discover, after consulting with Sovereign, 
that there is a more suitable or more cost 
effective option.

ABUNDANT AND INEXPENSIVE ENERGY 

EXCELLENT SUPPORT SERVICES 

100% FOREIGN OWNERSHIP 

100% CORPORATE AND PERSONAL INCOME TAX EXEMPTION



16 SOVEREIGN - DOING BUSINESS IN THE UAE

The Abu Dhabi Global Market (ADGM) 
Free Zone is the most significant new free 
zone to be established in the UAE in recent 
years. Spanning the entirety of Al Maryah 
Island, ADGM was launched in 2015 as 
a broad-based international financial 
centre for local, regional and international 
institutions. Sovereign Corporate Services 
was one of the first ‘corporate service 
providers’ to be licensed in the free zone 
and has subsequently opened an office in 
the ADGM.

ADGM permits 100% foreign ownership, 
a guarantee of zero taxation for 50 
years and no restrictions on repatriating 
profits. Its three independent authorities 
– the Registration Authority, the Financial 
Services Regulatory Authority (FSRA) and 
ADGM Courts – ensure that a business-
friendly environment operates in line 
with international best practices that are 
recognised by major financial centres 
across the world.

ADGM is centred on three key sectors 
– Private Banking, Wealth Management 
and Asset Management – but its legal and 
operational platform is also attractive for a 
broad range of professional and business 
services, which include:

ADGM has sought to leverage the UAE’s 
position as an aviation powerhouse by 
supporting further aviation finance and 
leasing activity and building a community 
of firms that comprise the supporting 
ecosystem. ADGM took several measures 
to position ADGM as a preferred platform 
for this activity and allow the first aircraft 
leasing transaction to take place in ADGM 
in January 2017.

ABU DHABI 
GLOBAL MARKET 
(ADGM) FREE 
ZONE

•  Professional service providers, 
such	as	law	and	accounting	firms,	
consultants, business training 
providers,	IT	and	HR	firms

•  Corporate headquarters, 
management	offices	and	treasury	
functions

•	 Family	offices	and	trusts
•	 	Holding	companies	and	Special	

Purpose	Vehicles	(SPV)
•  Industry and professional 

associations
•	 Retail	outlets,	F&B	and	services
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ADGM offers the following advantages: ADGM offers a highly efficient set-up 
process via Sovereign with a competitive 
fee structure and simple ongoing reporting 
requirements. As a licensed corporate 
services provider, Sovereign can provide 
the registered address and act as the 
registered agent. No liquidator is required 
for the wind-down process.

Our Abu Dhabi office is located on the 35th 
floor of Al Maqam Tower. We are delighted 
to have entered into terms with Regus 
Serviced Offices to provide our clients 
with excellent facilities and a professional 
meeting environment within the heart of 
Abu Dhabi’s central business district.

•	 	A	highly	competitive	special	purpose	
vehicle	(SPV)	regime

•	 	An	extensive	network	of	tax	treaties
•	 	A	full	English	common	law	

environment	with	access	to	an	
independent	courts	system	and	
financial	services	regulator

•	 	Zero-percent	corporate	tax	exemption	
until	2063,	no	foreign	ownership	
restrictions,	no	limits	on	repatriation	
of	profits	and	no	withholding	taxes

Sovereign Corporate Services (ME) Limited
Office	3529,	Al	Maqam	Tower,	Abu	Dhabi	Global	Market	Square,	
Al	Maryah	Island,	PO	Box	31173	Abu	Dhabi,	United	Arab	Emirates
Tel:	+971	2	418	7640	 Fax:	+971	4	352	7518



18 SOVEREIGN - DOING BUSINESS IN THE UAE

•	 	All	 ADGM	 registered	 companies	 are	
eligible to apply for a Tax Residency 
Certificate	 from	 the	 UAE	 Ministry	 of	
Finance	 to	 benefit	 from	 the	 UAE’s	
Double	Tax	Treaty	network

•  The application process is fully digital 
and	 there	 is	 no	 requirement	 for	
personal visits to ADGM during set-
up or for the delivery of original hard 
copies	of	any	documents

•	 	The	 ADGM’s	 independent	 civil	 and	
commercial	 legal	 regime	 and	 courts	
system	is	based	on	English	Common	Law

•	 	In	 most	 instances,	 there	 is	 no	
requirement	 to	 have	 corporate	
documents	attested	and	legalised

•	 	No	 physical	 office	 space	 is	 required	
in	 ADGM.	 Sovereign	 will	 provide	 the	
registered address as the registered 
agent of an SPV

•  No restrictions on nationality of share 
ownership

•	 	No	 minimum	 share	 capital,	 no	
maximum	 number	 of	 shares	 or	
shareholders	and	different	classes	of	
shares	are	permitted

ADGM SPECIAL 
PURPOSE VEHICLE 
(SPV)

ADGM has introduced a comprehensive, 
cost efficient and flexible Special Purpose 
Vehicle (SPV) that serves as an effective 
alternative to the traditional UAE offshore 
jurisdictions such as RAK, JAFZA and Ajman. 
Modelled on the English Common Law 
system, ADGM SPVs follow the Companies 
Regulations rather than creating separate 
specific regulations for the SPV regime, 
thereby providing consistency across 
the board. SPVs will be provided with a 
commercial licence specifying that the 
company is undertaking Special Purpose 
Vehicle activities.

Key features of ADGM SPV Regime include:



19SOVEREIGN - DOING BUSINESS IN THE UAE

Typical uses of the ADGM SPV:

SECURITISATION

To securitise loans (or other receivables) 
by creating an SPV that purchases these 
assets by issuing debt, secured on these 
underlying assets. This ensures that the 
holders of the asset-backed securities 
have first priority right to receive payments 
on the debt while limiting recourse to the 
originator of the assets.

REAL ESTATE INVESTMENT 

To acquire title to real property and limit 
recourse of mortgage lenders depending 
on the location of the asset. In some 
jurisdictions the sale of the SPV’s shares can 
result in lower taxes and transaction fees 
when compared to transferring the asset.

FINANCING 

To ring-fence investments, permitting 
financing without increasing debt levels 
for the parent company or exposing the 
parent’s assets (or SPV’s assets) to cross-
liabilities.

ASSET TRANSFER

To transfer assets along with associated 
material agreements that may permit the 
transfer of all or part of ownership of the 
enterprise, while keeping intact material 
agreements that may be necessary to 
maintain the value of the asset.

RISK SHARING 

To form project companies for joint 
ventures, reflecting agreed management 
responsibility while legally isolating joint 
venture partners from risks associated 
with the venture.

RAISING CAPITAL

To raise capital at favourable rates in 
certain situations, with credit worthiness 
determined by the available collateral of 
the SPV, rather than the credit rating of the 
parent company.

INTELLECTUAL PROPERTY 

To separate valuable IP into a standalone 
SPV that has minimal liabilities and can 
be used to raise funds and enter into 
licence agreements with third parties. Also 
a useful tool to manage products with a 
variety of IP components.
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DIFC SPECIAL 
PURPOSE 
COMPANY (SPC)

STRUCTURED FINANCE TRANSACTIONS

The Dubai International Financial Centre 
(DIFC) has established itself as a leading 
hub for international investments focused 
on the Middle East, Africa and Asia. The 
DIFC Special Purpose Company (SPC), 
in particular, has become a popular 
vehicle for either Islamic or conventional 
structured finance transactions, and for 
the acquisition, holding and disposal of 
an asset – or obtaining financing over an 
asset – as part of a corporate acquisition.

An SPC is a company limited by shares 
that is incorporated under DIFC law and 
enjoys the benefits of no foreign ownership 
restrictions and no requirement to lease a 
separate office space, all within a zero tax 
environment. However, every SPC must 
appoint a Corporate Service Provider (CSP) 
that is registered in the DIFC to provide its 
registered office address, majority directors 
and a corporate company secretary.

As merger and acquisition activity 
continues to develop in the UAE, Sovereign 
Corporate Services (Dubai) – working in 
partnership with licensed CSPs in the DIFC – 
has been assisting the use of SPCs through 
our ‘Nominee Shareholder Service’, which 
provides a robust legal framework for 
investors and their related parties.

Sovereign’s ‘Nominee Shareholder’ model, 
which is endorsed by the Dubai Investment 
Development Agency (Dubai FDI), offers 
significant benefits in terms of protecting 
ultimate beneficial ownership and control 
of the transactional structure, while also 
satisfying a company’s due diligence and 
corporate governance obligations. In 
practical terms, this also means that there 
is no requirement to lease office space, 
to maintain, file and audit accounts, or to 
hold an annual general meeting.

An SPC, incorporated in the DIFC, is 
attractive to parties looking to invest in 
other GCC states outside the UAE that 
wish to be incorporated within the DIFC’s 
internationally orientated and English-
speaking regulatory and legal system. 
It provides compatibility in complex 
structures with other offshore and 
onshore jurisdictions and is treated as 
a ‘national company’ where it is wholly-
owned by UAE nationals.

SPC transactions initiated by Sovereign 
to date have involved both Islamic 
and conventional structured finance 
transactions that include cross-border 
shareholding arrangements. Sovereign 
has worked with strategic partners, within 
both the DIFC and the mainland UAE, 
as well as leading international legal, 
accountancy and private equity firms.
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UAE Offshore Companies should not be 
confused with UAE Free Zone companies. 
An Offshore company is a legal business 
entity that is set up with the intention 
of operating outside its registered 
jurisdiction or the location of its ultimate 
owners, or both. 

There may be many reasons to register 
an Offshore Company, but the general 
benefits of utilising an offshore corporate 
structure include:

BUSINESS 
LOCATION – 
OFFSHORE 
COMPANIES

•	 	A	gateway	for	international	market	
expansion

•  A stable and business-friendly legal 
system

•	 A	more	flexible	regulatory	regime
•  Tax neutrality on international 

earnings	in	respect	of	(depending	on	
jurisdiction)	personal	or	company	
income,	capital	gains	and	inheritance	
taxes

•	 Better	access	to	global	funding
•  A vehicle to separate or protect 

assets, such as Intellectual Property, 
from	operating	entities

RAK ICC AND 
JAFZA

The two main jurisdictions offering 
Offshore Companies in the UAE are Ras Al 
Khaimah (RAK) and the Jebel Ali Free Zone 
(JAFZA). Both are ‘tax free’ jurisdictions 
that levy no income tax or corporate tax 
and permit 100% foreign ownership. 
Offshore Companies are permitted to 
open multi-currency accounts in the UAE 
and carry out business internationally. 
They may not, however, carry on business 
with persons resident in the UAE or have 
physical offices within the UAE.

Both RAK and JAFZA Offshore Companies 
allow corporate shareholders and 
directors. There is no requirement for 
shareholders or directors to be physically 
present in the UAE for incorporation. 
Offshore Companies are not obliged to 
maintain books and records.

RAK and JAFZA each have their own specific 
benefits. RAK is the more cost effective 
of the two, but JAFZA is the only Offshore 
Company that is legally permitted to own 
property situated in Dubai.

It is particularly important to remember 
that the tax and other benefits obtained 
by an Offshore Company will depend 
not only upon the tax legislation in the 
country of residence – and possibly the 
domicile – of the beneficial owner, but 
also upon any relevant anti-avoidance 
legislation in any country in which the 
client intends to do business.
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