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As discussed in the previous edition of The Mergers & Acquisitions Review, mergers and 
acquisitions (M&A) in the 2rst half of 0-00 failed to match the stimulus1driven heights 
of 0-0b, kut remar.akly it karely fellH wo:ever, in the second half of 0-00, M&A declined 
sharply4 deal value fell ky U- per cent to $S3bH65U trillion, and deal volume fell ky 66H9 per 
cent to bU,65D, the least active second half since 0--6H[1] Nealma.ing contracted the most 
in –orth America G deals :ere :orth $S3bH9D trillion ky value, almost half the previous 
year's 2gure, representing a 9 per cent drop in –orth America's glokal M&A share, from UD 
to UU per centH

M&A did not recover in the 2rst half of 0-06H Tlokal deal value is do:n UU per cent 
year1on1year, and leveraged deal value (including private equity) is do:n ky 9U per centH[2] 
;he factors that depressed M&A in 0-00 have still not keen resolvedR namely geopolitical 
issues, such as the :ar ket:een Cussia and $.raine and tension ket:een the $nited States 
and Ihina, and high interest ratesH 7n the 2rst half of the year, short1term interest rates :ere 
higher than long1term rates, an inverse yield curve that suggests a lac. of con2dence in the 
mar.etsH

Nealma.ing in the Americas fell in the 2rst half of 0-06 versus the 2rst half of 0-00 to 5,FF9 
deals :orth $S3F6F killion, :hich are decreases of 0U and 66 per cent, respectivelyH[3] 
;he 7nternational Monetary jund is predicting :ea. glokal gross domestic product gro:th 
of 8ust 0HB per cent in 0-06, rising to only 6 per cent in 0-0UH jor advanced economies 
such as the $nited States (:hich remains the :orld's largest economy), the estimates are 
even lo:er4 bH6 and bHU per cent for 0-06 and 0-0U, respectivelyH Across the Americas, the 
technology, media and telecoms (;M;) sector fell from 2rst to third place ky deal value G 
$S3b6-H5 killion, kehind energy, mining and utilities ($S3b9BH6 killion) and pharma, medical 
and kiotech (PMz) ($S3b9BHb killion)R ho:ever, it remained in 2rst place ky volume G 
b,B05 deals, ahead of kusiness services (b,-50) and PMz (BB-) in second and third places, 
respectivelyH[4] ;here is muted optimism among $S analysts for the rest of 0-06, or at least 
for 0-0UH Across the Americas more kroadly, zraLil's outloo. is also healthy, especially in 
its strong ;M; sector, and zraLil has 65 per cent more potential companies for sale than 
the rest of €atin America and the Iarikkean comkined (05B versus bDF)H[5]

;he drop in M&A value has keen even steeper in EMEA G x665 killion in the year so far, a 
drop of UB per cent versus the 2rst half of 0-00H[6] (;he Americas sa: a less severe drop 
of 0-H9 per cent versus the 2rst half of 0-00H) ;his eVempli2es a glokal preference for 
small and mid1mar.et deals, though there :ere a fe: outsiLed deals, such as American 
heating company Iarrier Tlokal's xb0 killion acquisition of Jiessmann Ilimate Solutions, 
a Terman manufacturer of heat pumps and other climate1friendly heating servicesH ;M; 
:as the largest sector ky koth volume and value, :ith b,FU6 deals :orth x5B killionH ;he 
sector :as :ell ahead of kusiness services, the second1largest sector, :ith b,b5D deals 
:orth xU9H6 killionH wo:ever, none of the region's top three deals :ere in ;M;H[7]

7n 0-06, M&A has follo:ed the klea. eVample set ky the second half of 0-00, as the 
challenges it faced in 0-00 remain intact or aggravatedH Private equity dry po:der remains 
at record levels ($S30H9 trillion as of Oune 0-06), giving some cause for glokal optimismH1
[8] Zther:ise, the outloo. varies ket:een countriesH ;he $nited States may have avoided 
a recession, kut in EMEA the :ay out of the dealma.ing predicament is less okvious, as 
Cussia's :ar :ith $.raine affects mar.ets more directly and the European Ientral zan. and 
zan. of England have continued to raise interest ratesH
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7 :ould li.e to than. the contrikutors for their support in producing the bFth edition of The 
Mergers & Acquisitions ReviewH 7 hope the commentary in the follo:ing 69 chapters :ill 
provide a richer understanding of the shape of the glokal mar.ets, and the challenges and 
opportunities facing mar.et participantsH

Mar. Yerdin
Slaughter and May
€ondon
–ovemker 0-06

Endnotes

1 Nealogic, 'Neep 7mpact4 Tlokal M&A plummets in 0w00'H     zac. to section

2 zain, 'M&A Midyear Ceport 0-064 7t ;a.es ;:o to Ma.e a Mar.et'H     zac. to section

3 Mergermar.et, 'Neal Nrivers4 Americas w@ 0-06'H     zac. to section

4 ikidH     zac. to section

5 ikidH     zac. to section

6 Mergermar.et, 'Neal Nrivers4 EMEA w@ 0-06'H     zac. to section

7 ikidH     zac. to section

8 P:I, 'Tlokal M&A 7ndustry ;rends4 0-06 Mid1@ear $pdate'H     zac. to section
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Introduction

;he $nited Arak Emirates ($AE) is a federation of seven emirates that :as formed on 
0 Necemker bDFb ky Aku Nhaki, A8man, Nukai, ju8airah, Shar8ah and $mm Al *ai:ain 
follo:ing the end of the zritish protectorate over the ';rucial States'H ;he Emirate of Cas 
Al Whaimah 8oined the federation the follo:ing yearH 7n addition to the seven constituent 
emirates, the $AE comprises of a numker of free trade Lones located across the different 
emiratesH Each free trade Lone has its o:n regime for the purposes of incorporating 
and administering companies and many free Lones have their o:n regulations on 
the incorporation, administration and liquidation of companies incorporated :ithin the 
relevant free LoneH 7n addition, the Nukai 7nternational jinancial Ientre (a free Lone situated 
in the Emirate of Nukai) and the Aku Nhaki Tlokal Mar.et (a free Lone situated in the 
Emirate of Aku Nhaki) have their o:n independent courts and 2nancial services regulatorsH 

As such, the $AE is not a unitary 8urisdiction for the purposes of kusiness set1up and 
administrationH ;he fractured nature of the $AE corporate landscape means that in 
the conteVt of an M&A transaction, due1diligence, transaction structuring, transaction 
documentation and closing1related processes sometimes kecome eVceedingly compleVH 

–ot:ithstanding the foregoing challenges, the $AE remains a 8urisdiction of choice for 
kusinesses loo.ing to estaklish a presence in the regionH $AE government policy has and 
still remains :elcoming to:ards inkound capitalH Steps have also keen ta.en to introduce 
policy reforms (including sukstantial likeralisation of a long1term 'golden visa' regime[2]) 
that ma.e it easier for entrepreneurs and startup investors to estaklish a kase in the $AE 
from :hich to conduct kusiness and access capitalH As a consequence, koth investors and 
entrepreneurs no: appear to ke more con2dent of their long1term prospects in the $AEH 

Year in review

i Zvervie: of M&A activity

;he year in revie: has seen the $AE economy sho: tremendous resilience despite glokal 
head:inds and an adverse interest rate environmentH M&A activity has remained strong 
throughout the year :ith a continued focus on gro:th ventures, including in the areas of 
payments processing, digital kan.ing and virtual assetsH ;he $AE is one of only a fe: 
8urisdictions that has actively pursued the creation of a regulatory ecosystem to support 
virtual asset kusinesses[3] :ith the Emirate of Nukai creating a sector1speci2c regulator in 
the form of the Nukai Jirtual Asset Cegulatory AuthorityH As such, this policy is sho:ing 
results :ith an in/uV of virtual asset kusinesses see.ing to estaklish a presence in the 
$AEH 

ii Nevelopments in corporate and ta.eover la: and their impact

Since the most recent foreign direct investment reforms underta.en ky the $AE federal 
government in 0-0- and 0-0b, the ma8ority of private companies in the $AE (including 
those incorporated outside a free Lone) are capakle of keing :holly o:ned (or at least 
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ma8ority o:ned) ky a foreign (iHeH, non1$AE) national (or a kody corporate :holly o:ned 
ky foreign nationals)H ;hese reforms :ere krought akout through Article b- of the $AE 
Iommercial Iompanies €a: adopted in Septemker 0-bF (pursuant to jederal Necree1€a: 
bB of 0-bF), :hich stipulated that the jederal Iakinet may adopt resolutions permitting 
foreign nationals to hold in eVcess of UD per cent of the share capital of $AE companiesH 
;he $AE Iakinet then issued Iakinet Necision 99 of 0-0b (the Iakinet Necision), :hich 
includes a list of activities that are considered to have 'strategic impact'H 

;he follo:ing activities :ere included in the Iakinet Necision4

bH security and defence activities and activities of a military natureR 

0H kan.s, money eVchange, 2nance companies and insurance activitiesR 

6H printing currenciesR 

UH telecommunicationsR 

9H ha88 and umrah servicesR and

5H 2sheries1related servicesH 

jor each activity, a speci2c $AE authority has keen identi2ed as the regulatory authority 
in charge of ta.ing decisions :ith respect to foreign o:nership of companies engaged 
in such activityH jor eVample, the Ministry of Nefence and the Ministry of 7nterior are the 
relevant regulatory authorities for the activities in the security and defence sectorH Each 
regulatory authority has keen provided :ith a kroad range of po:ers to determine the 
percentage of permitted foreign direct investment (jN7) and enact rules and conditions 
applicakle to 'strategic impact activities'H ;his is :ith the eVception of 2sheries1related 
services, :hich is the only activity listed in the Iakinet Necision that requires b-- per cent 
$AE national o:nershipH ;he Iakinet Necision provides that an investor must sukmit an 
application to the local licensing authority (in most cases, this :ould ke the Economic 
Nepartment in the relevant Emirate kut in certain instances :ill ke the municipality) 
of the Emirate in :hich that investor :ishes to conduct the desired activityH ;he local 
licensing authority :ill then sukmit an application to the designated regulatory authority 
(as speci2ed in the Iakinet Necision)H ;he regulatory authority :ill consider the application 
and :ill then issue a decision4 

bH approving  the  application  and  determining  the  percentage  of  $AE national 
contrikution required, together :ith any conditions attached to such approvalR or 

0H re8ecting the applicationH 

jor activities that are not listed in the Iakinet Necision, the licensing authority of each 
Emirate has keen empo:ered to decide the level of foreign o:nership permittedH ;he 
licensing authorities in the Emirates of Aku Nhaki, Nukai and Shar8ah have issued guidance 
to investors on :hich activities they :ill permit for b-- per cent foreign o:nershipH 
Tenerally, it appears that at present the Emirate of Aku Nhaki has adopted the most 
likeral regimeH Speci2cally, the Aku Nhaki Nepartment of Economic Nevelopment (keing 
the licensing authority in the Emirate of Aku Nhaki) has issued Administrative Necision 
60- of 0-0b (the Administrative Necision), :hich speci2cally identi2es those activity 
descriptions that are designated to have 'strategic impact' and that are therefore suk8ect to 
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the restrictions contained in the Iakinet NecisionH ;he Administrative Necision also states 
that investors are permitted to fully o:n or to o:n any percentage of companies to practice 
all commercial and industrial activities eVcept for the strategic impact activitiesH[4] ;he 
licensing authorities in Nukai and Shar8ah have at present ta.en a different approach from 
that of the Aku Nhaki Nepartment of Economic Nevelopment in that they have puklished a 
list of speci2c activities in :hich b-- per cent foreign o:nership is permittedH At present, 
implementation of the ne: foreign o:nership regime in the other –orthern Emirates (iHeH, 
the Emirates of ju8airah, Cas Al Whaimah, $mm Al *u:ain and A8man) is sporadic and 
inquiries are required to ke made on a case1ky1case kasis to estaklish :hether a particular 
kusiness can ke underta.en through a :holly foreign1o:ned entityH 

;he likeralisation of the previously restrictive foreign o:nership regime has clearly 
provided a much needed koost to the $AE economyH joreign investors can no: invest 
:ith the con2dence that they :ill ke akle to hold all of the capital of companies that 
they incorporate onshore in the $AE (suk8ect of course to the restrictions identi2ed 
akove)H ;here have also keen a numker of corporate reorganisations ta.ing place as 
group structures are simpli2ed to remove $AE national o:nershipH 7n addition (and as 
discussed in Section 7J), :e have okserved a strong rekound in M&A activity driven ky 
foreign investors, primarily in relation to estaklished startups, :ith the 2ntech space keing 
an important highlightH 

Legal framework

As previously mentioned, the $AE is not a unitary 8urisdiction in so far as kusiness 
incorporation and administration are concernedH 7n addition to the seven constituent 
emirates of the $AE, the numerous free trade Lones remain very relevant, including in the 
conteVt of M&A transactionsH 

;he $AE jederal Ionstitution apportions po:ers ket:een the federal government (kased 
in  Aku Nhaki)  and the governments  of  the  constituent  emiratesH  Some 2elds are 
regulated only at the federal level (eHgH, immigration and lakour relations) although local 
interpretations and practices sometimes differ from one emirate to anotherH Zther matters 
are regulated only at the emirate level (eHgH, each emirate retains sovereignty over its o:n 
natural resources, including its crude oil and natural gas reserves)H Zther matters are 
regulated at koth the emirate and federal levels (eHgH, company formation and registration)H

;he  $AE's  currency  is  the  $AE  dirhamH  ;he  eVchange  rate  has  keen  pegged  at 
approVimately 6H5F dirhams per $S dollar since bDDFH ;here are no currency import or 
eVport controlsH

Any kusiness operating in the $AE must hold a licence authorising its kusiness activity in 
the $AEH ;hese licences are issued ky the concerned authorities in each emirateH A licence 
allo:s the licensed entity to carry on the kusiness that it is licensed to conduct :ithin the 
emirate that issues the licence from the kusiness premises identi2ed in the licenceH jor 
eVample, a Nukai kusiness licence authorises the conduct of kusiness in the Emirate of 
NukaiH 7f the licence holder :ishes to conduct kusiness in the Emirate of Aku Nhaki, then 
it must apply for and oktain a kusiness licence in Aku NhakiH –o personal income taV is 
currently imposed any:here in the $AEH
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A kusiness that :ishes to operate in a free Lone must oktain a licence from the authority 
for that free LoneH ;he resulting licence authorises the conduct of the licensed activity 
:ithin the geographical limits of the free LoneH jor eVample, a company licensed to trade 
certain goods in the free Lone can import its goods into the free Lone and re1eVport to 
destinations outside the free Lone (and the :ider $AE)H wo:ever, the free Lone licence 
does not authorise it to engage in any of these commercial activities in the $AE (outside 
the geographical limits of the free Lone)H An additional feature of most of the free Lones 
is that they are not part of the customs territory of the $AEH ;he import of goods into a 
free Lone from overseas does not attract customs dutyH 7nstead, customs duty (9 per cent 
on most items) is paid :hen goods move from the free Lone into the $AE properH ;he free 
Lones also okserve a simpli2ed process for hiring personnelH Shares in onshore and free 
Lone entities can ke freely transferred (suk8ect to statutory pre1emption rights applicakle in 
many instances), kut any transfers are suk8ect to kac.ground and .no:1your1client chec.s 
underta.en ky the relevant free Lone authority in relation to the incoming shareholderH

Foreign involvement in M&A transactions

;he year in revie: has seen very strong M&A activity continuing to ke driven ky foreign 
investors loo.ing to ta.e advantage of the $AE's ne: and sukstantially likeralised foreign 
investment regime,[5] in addition to the $AE government's programmes to attract foreign 
talent ky offering a variety of ne: options for s.illed professionals and entrepreneurs 
(especially in high1tech industries) to reside and :or. in the $AEH 7t also appears that 
foreign investors are increasingly gro:ing con2dent of the value proposition offered ky 
$AE kusinessesH 7n particular, this approach has made itself evident in investments ky 
leading foreign investors in $AE1kased technology startupsH 

Qe have :itnessed especially  strong activity  in  kusiness involved :ith payments 
processing (and more generally the digital delivery of traditional 2nancial services) and 
those kusinesses involved in virtual asset and related servicesH ;he efforts of the $AE 
government to issue 2t1for1purpose regulation in these sectors have kegun to sho: results, 
including in the form of foreign interest in $AE1estaklished kusinesses operating in these 
sectorsH

SigniXcant transactions, key trends and hot 
industries

;he year in revie: has seen very strong interest in virtual asset kusinessesH As noted 
already, the government of the Emirate of Nukai has estaklished the Nukai Jirtual 
Asset Cegulatory Authority, a sector1speci2c regulator estaklished speci2cally to eVercise 
oversight over all kusinesses operating in the virtual asset spaceH ;he Nukai government 
has sho:n an interest in promoting and developing an ecosystem to cater to kloc.chain 
kusinesses and this has resulted in tremendous interest in koth foreign and regional virtual 
asset kusinesses loo.ing to estaklish a presence in NukaiH[6] JACA has no: kegun to 
accept, revie: and issue operational licences and has in fact issued a small numker of 
licences to those applicants that have satis2ed JACA's stringent criteria for approvalH[7] 
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Similarly, in the Emirate of Aku Nhaki the Aku Nhaki Tlokal Mar.et has also keen very 
successful in attracting virtual asset kusinesses :ith a :ell1developed ecosystem and 
regulation serving the needs of these kusinessesH[8]

7n addition to virtual assets, the $AE's tourism sector continues to attract tremendous 
interest from koth regional and international players :ith investment continuing in kuilding 
the $AE's tourism infrastructure and offeringH –otakly, the announcement concerning the 
creation of a jederal authority to regulate the gaming (including ketting and gamkling) 
industry has created sukstantial interest,[ ] :ith the Emirate of Cas Al Whaimah announcing 
the construction and development of a mega1resort that is proposed to include a 
designated 'gaming area' :idely anticipated to include gamkling facilitiesH[10] 

Financing of M&A: main sources and developments

EVternal 2nancing for acquisitions continues to ke less prevalent in the $AE in comparison 
to other 8urisdictions, and a large ma8ority of acquisitions continue to ke 2nanced in cashH

Qhere acquisition 2nancing is made availakle on a transaction, it is usually structured as 
a long1term loan, :hich is almost al:ays secured ky personal or corporate guarantees, 
including securities over target assetsH 7n addition to the primary facility documentation, 
korro:ers may issue a promissory note, a sukordination agreement for any remaining dekt 
and an assignment of certain identi2ed assets depending on the nature of an acquisitionH

Although most acquisitions that are 2nanced are funded through conventional 2nance, 
various other 7slamic 2nance structures are also used, particularly the murabahah,[11

-
] musharakah,[12] mudarabah [13] and i arah [14] structuresH wo:ever, the 2nancial covenants 
of these 7slamic structures are often more onerous than those found in conventional 
facilitiesH

7n terms of the availakility of private equity investment, the private equity mar.et continues 
to feel the effects of glokal 2nancial uncertainty, the increased costs of 2nancing as a result 
of the kroad rise in interest rates and the resulting turmoil in the 2nancial mar.etsH 7n the 
$AE, :e anticipate that there :ill ke continued puklic sector activity in areas of strategic 
interest (for eVample, kusinesses involved in advanced agricultural processes and those 
that enakle the government to protect food security and supply chain integrity for vital 
products)H Qe also anticipate that private equity investment :ill continue to ke directed 
at sectors such as food and keverages and healthcare, :ith a rene:ed focus on those 
kusinesses pursuing hi1tech advancements in these sectorsH

Employment law

After much discussion akout the $AE possikly moving to a Qestern :or.ing :ee., Monday 
to jriday, :ith eight :or.ing hours per day, and U- :or.ing hours per :ee., this change has 
no: keen implementedH Qhile only the puklic sector :as formally directed to adopt the 
ne: :or.ing :ee., most if not all private kusinesses have follo:ed suit and no: operate 
in line :ith a Monday to jriday :or.ing :ee.H 
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;he $AE has also recently repealed and replaced its primary legislation regulating 
employment matters in the $AE (keing $AE jederal €a: B of bDB-)H ;he ne: legislation 
:as promulgated as $AE jederal1Necree €a: 60 of 0-0b (the –e: €akour €a:)H ;he –e: 
€akour €a: imposes minimum standards on termination of employment, :or.ing hours, 
annual leave and safety standards, among other things, :hich cannot ke contracted out 
ofH Iertain material changes to $AE employment la: krought akout ky the ne: €akour 
€a: are as follo:sH

$nder the –e: €akour €a:, an employment contract must ke for a speci2ed period of time 
not in eVcess of three yearsH Such a contract may ke rene:edH Employers are directed to 
replace eVisting unspeci2ed term employment contracts :ith speci2ed term employment 
contracts during a transition period of one year from the effective date of the ne: statuteR 
this period may ke eVtended ky the Minister of wuman Cesources and EmiratisationH 
Even though unspeci2ed term contracts are no longer ac.no:ledged, there is no effective 
distinction ket:een speci2ed and unspeci2ed term contracts as regards termination of 
services or end1of1service gratuityH ;his is a signi2cant change from previous la:H

$nspeci2ed term contracts concluded under the old la: may ke terminated :ith at least 
6- days' :ritten notice ky either party, if the employee has served less than 2ve yearsR 5- 
days' :ritten notice if the period of service is more than 2ve yearsR and D- days' :ritten 
notice if the period of service is more than b- yearsH

Employers are required to ad8ust their positions :ithin one year of the 0 jekruary 0-00 
effective date of the ne: €akour €a:, including the replacement of unspeci2ed term 
employment contracts :ith speci2ed term employment contractsH

;he ne: €akour €a: contains a numker of provisions prohikiting discriminationH ;here is 
a general prohikition on discrimination on the grounds of race, colour, seV, religion, ethnic 
origin or disakilityH ;he –e: €akour €a: also maintains a requirement that :as introduced 
in 0-bD that :omen shall receive the same salary as men for the same :or. or for :or. 
of equal valueH

As kefore, it is still prohikited for an employer to charge an employee, directly or indirectly, 
any costs related to the employee's recruitment or employmentH

;he –e: €akour €a: contains an eVpress recognition that employees may ke hired on 
a full1time kasis, on a part1time kasis, or kased on temporary or /eVikle :or.ing hoursH 
;here are provisions on the assignment of 8oks ket:een employers and on the assignment 
of additional duties to employees, :ith detail to appear in EVecutive CegulationsH ;hese 
provisions appear to ac.no:ledge developments in the 2eld since the bDB- legislation 
:as enactedH

7n addition to the –e: €akour €a:, certain $AE free Lones have their o:n employment 
regulations, :hich apply to all companies licensed to operate in that free LoneH 7n general, 
these employment regulations act as a supplement to the –e: €akour €a:, :ith the 
eVception of the N7jI free Lone, :here N7jI €a: 0 of 0-bD applies, and the Aku Nhaki 
Tlokal Mar.et, :here the ANTM Employment Cegulations 0-bD applyH

Zn the sale of a kusiness, there is nothing in the $AE that is a.in to the ;ransfer 
of $nderta.ings (Protection of Employment) Cegulations 0--5 of the $nited WingdomH 
Ionsequently, for employees to ke transferred to a purchasing entity, the employees' 
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employment contracts :ith the selling entity must ke terminated and ne: employment 
contracts entered into :ith the purchasing entityH

Zn  the  termination  of  employment,  transferring  employees  must  ke  paid  their 
end1of1service gratuity in accordance :ith the –e: €akour €a:, their salary for any accrued 
kut unused annual leave, and any other entitlements as set out in their employment 
contractsH

End1of1service gratuity payments must ke paid to any employee :ho completes one year 
or more in continuous serviceH 7f an employer has terminated his or her employment 
contract, the gratuity is 0b days' kasic salary for each of the 2rst 2ve years of employment 
and 6- days' kasic salary for each additional year over 2ve yearsH ;he –e: €akour €a: 
caps the end1of1service gratuity to an amount equal to an employee's kasic salary for 
t:o yearsH An employee :ill also ke entitled to a gratuity payment for fractions of the 
year :or.ed provided that the employee has completed one year in continuous serviceH 
;he selling entity :ould therefore ke required to ma.e payment of the end1of1service 
gratuity and all other contractual payments to employees :hen they are transferred to 
the purchasing entityH Alternatively, the end1of1service gratuity and all other contractual 
payments due to employees could ke paid ky the purchasing entity and then deducted 
from the consideration payakle for the kusinessH wo:ever, one practical matter to consider 
:ith the latter approach is that the transferring employees :ill, on termination of their 
employment :ith the selling entity, ke required to sign an underta.ing con2rming receipt 
of all amounts due ky the employerH An employee :ill ke reluctant to do so unless this 
is in fact the case, and it is unli.ely that a prospective purchaser :ill :ant to ma.e any 
payments in connection :ith the transferring employees until after the completion of the 
transfer of the kusinessH

;ransferring employees may also raise concerns akout the termination of their current 
employment contracts and the payment of their end1of1service gratuity, as this :ill result in 
the end of their period of continuous service, and they :ill therefore ke required to :or. for 
the purchasing entity for a year kefore keing entitled to an end1of1service gratuity paymentH 
Tenerally, there is no procedure for the transfer of the continuous service period from 
one employer to anotherH wo:ever, depending on :here :ithin the $AE an employee is 
employed, it may ke possikle for a period of continuous service to ke ac.no:ledged ky 
the ne: employer to thereky preserve valuakle end1of1service kene2ts for the employeeH

As part of the sale of a kusiness in the $AE and the transfer of employees, the amendment 
or cancellation and reissuance of $AE residence visas for each transferring employee :ill 
also need to ke consideredH As the numker of employees that a company can sponsor for 
visa purposes is dependent on the space that it leases or o:ns, a purchasing entity :ill 
also need to ensure that it occupies su]cient space to sponsor all transferring employeesH

7n addition, the applicakility of the Pensions €a:[15] (as amended) :ill also need to 
ke considered in any transfer of a kusiness in the $AEH ;he Pensions €a: :ill have 
implications for any company that employs TII nationalsH

7n the N7jI, the follo:ing applies :ith regard to end of service kene2ts4

bH end1of1service gratuity kene2ts of employees :ill accrue until 6b Oanuary 0-0-, then 
stop accruing thereafterR

0H
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from b jekruary 0-0-, employers must ma.e monthly mandatory contrikutions into 
a professionally managed and regulated savings plan (qualifying scheme) for the 
kene2t of their employeesR and

6H the monthly mandatory contrikutions into the qualifying scheme must ke at least 
9HB6 per cent of the employee's kasic salary for the 2rst 2ve years of service and 
BH66 per cent of the employee's kasic salary for each additional year of service, 
provided that the kasic salary is not less than 9- per cent of the employee's total 
monthly compensationH

N7jI employment la: :ill not have an effect on employers operating outside the N7jI (eHgH, 
in other free Lones or onshore in the $AE)H 

Tax law

;he $AE issued jederal Necree1€a: UF of 0-00 (the I; €a:), :hich applies from b 
Oune 0-06 on:ards and introduces corporate taV in the $AEH ;his is a federal taV and 
:ill therefore apply across all emirates, :ith the jederal ;aV Authority responsikle for 
administration and complianceH ;aVakle income :ill ke the accounting net pro2t of a 
kusiness, after ma.ing ad8ustments for certain items speci2ed under the I; €a: and its 
various implementing regulations and associated guidanceH ;he I; rates to ke levied are 
as follo:s4

bH Lero per cent for taVakle income up to 6F9,--- dirhamsR

0H D per cent for taVakle income akove 6F9,--- dirhamsR and

6H a different taV rate for large multinationals that meet speci2c criteria set :ith 
reference to Pillar ;:o of the ZEIN zase Erosion and Pro2t Shifting pro8ectH

;here continues to ke a degree of uncertainty akout the eVtent to :hich kusinesses 
operating in the various $AE free Lones :ill en8oy relief from corporate taVH wo:ever, it 
is clear that there :ill ke no klan.et eVemption (or Lero rate of taV) for such kusinesses 
and that only income from speci2c sources and counterparties is li.ely to ke eligikle for 
reliefH 

;he $AE issued a sukstantive la: on value1added taV (JA;) in 0-bFH Pursuant to the JA; 
€a:,[16] the imposition of JA; in the $AE commenced on b Oanuary 0-bB at a rate of 9 per 
centH

Cegistration for JA; is mandatory for any taVakle person or kusiness if the total value of 
its taVakle supplies made :ithin the $AE eVceeds the mandatory registration threshold 
of 6F9,--- dirhams during the previous b0 months or if it is anticipated that the taVakle 
supplies :ill eVceed the threshold in the neVt 6- daysH

A taVakle supply refers to a supply of goods or services made ky a kusiness in the $AE that 
may ke taVed at a rate of either 9 or Lero per centH Ceversed charge supplies and imports 
are also ta.en into consideration for this purpose if a supply of such imported goods and 
services :ould ke taVakle if it :ere made in the $AEH
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Entities that are not kased in the $AE kut that provide goods or services in the $AE are also 
required to apply for registration if they meet the threshold requirementsH

;he supply ky a taVpayer of either eVempt or Lero1rated goods or services :ill not attract 
JA;R ho:ever, a supplier of Lero1rated goods or services :ill ke akle to claim a refund on 
any JA; paid on their purchases, unli.e a supplier of eVempt goods or services :ho :ill ke 
unakle to recover any JA; paid on their purchasesH ;he JA; €a: sets out a list of Lero1rated 
and eVempt suppliesH

;he JA; €a: also permits taV grouping, :hich allo:s group companies to ke treated as one 
entity for the purposes of JA;H Each group company :ill ke 8ointly and severally responsikle 
for each other group company's JA; liakilities, and no JA; :ill ke payakle on transactions 
ket:een entities :ithin the groupH

Tenerally, a JA;1registered customer must account for JA; paid in respect of purchasesR 
ho:ever, certain transactions ket:een entities :ithin the TII :ill ke suk8ect to JA; 
ky reverse chargeH ;he concept of reverse1charging JA; allo:s the simpli2cation of 
transactions :ithin a single mar.et (iHeH, the TII states)H ;he reverse charge removes the 
okligation to account for JA; on a sale from a supplier and places it on the customerH 
jor the purposes of a single mar.et JA; treatment, only those countries that have 
implemented JA; at the relevant time :ill ke ta.en into accountR non1implementing 
countries :ould ke treated li.e any foreign countryH

Iakinet Necision –oH 9D of 0-bF speci2es all designated Lones for the purposes of 
implementing the designated Lone provisions in the JA; €a:H A designated Lone is 
required to ke a speci2c fenced area :ith security measures and customs controls in 
place to monitor the entry and eVit of individuals and the movement of goods to and 
from the areaH Ioncessional JA; treatment may ke availakle for transactions involving the 
supply of physical goods :ithin designated LonesH –o JA; concessions are availakle for 
transactions involving the supply of services :ithin designated LonesH ;he Iakinet has the 
authority to amend the list of designated Lones as requiredH

Cegarding the applicakility of the JA; €a: to M&A transactions, it provides that 'the 
transfer of the :hole or independent part of a zusiness from a Person to a ;aVakle 
Person for the purposes of continuing the zusiness that :as transferred'[17] shall not ke 
considered a supply, and therefore :ill not ke suk8ect to JA;H Ionsequently, in common 
:ith some European 8urisdictions, the sale and purchase of a kusiness in the $AE should 
not attract JA;H ;aV advice must ke sought in each case to assess :hether JA; may ke 
applicakle in the conteVt of a particular transactionH

–ote also that pursuant to Article U0 of Iakinet Necision –oH 90 of 0-bF, a transfer of title 
to equity securities is eVempt from JA;H

;he jederal ;aV Authority is no: also actively pursuing litigation in respect of alleged 
violations of $AE taV legislation, and the negotiation of appropriate taV :arranties and 
covenants in M&A transactions is no: an essential part of a $AE M&A transactionH

Competition law
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;he  Iompetition  €a:[18]  :as  introduced  into  the  $AE  as  a  means  of  regulating 
anticompetitive practicesH ;he Iompetition €a: deals :ith three .ey areas4 

bH a restriction on anticompetitive agreementsR 

0H the regulation of dominant mar.et positionsR and 

6H a requirement that acquisitions over a threshold comkined mar.et share oktain 
merger clearance from the $AE Ministry of EconomyH

Although the Iompetition €a: :as introduced on 06 jekruary 0-b6, it initially had 
minimal impact as a result of it failing to estaklish the mar.et share thresholds at :hich 
its restrictions kecame applicakleH 7t also failed to de2ne the small and medium1siLed 
estaklishments that :ere stated to ke outside the purvie: of the €a:H

7n 0-b5, t:o Iakinet decisions :ere introduced that supplemented the Iompetition €a: 
and provided guidance on these outstanding aspects4 Iakinet Necision –oH b6[0-b5 
(Catios Necision) on mar.et share thresholds and Iakinet Necision –oH 00 of 0-b5 (SME 
Necision) on small and medium1siLed estaklishmentsH

As a result of the Iompetition €a: and the t:o Iakinet Necisions, merger clearance 
:ill ke required in advance of any proposed merger, acquisition or other consolidation 
of t:o or more entities that :ould result in a mar.et share of U- per cent or moreH ;he 
concerned mar.et is kroadly de2ned in the Iompetition €a: to comprise mar.ets in :hich 
commodities or services are replaceakle or may ke sukstituted to meet speci2c needs 
according to price, properties and useH Although it is di]cult to de2ne the relevant mar.et in 
legislation, and more often than not mar.ets are only identi2akle on a case1ky1case kasis, 
on a practical level the application of the Catios Necision is some:hat di]cult kecause 
the concerned mar.et is not clearly de2nedH

7n addition, as a result of the SME Necision, the Iompetition €a: does not apply to certain 
small and medium1siLed estaklishments as detailed in the SME NecisionH ;he de2nition 
of small and medium1siLed estaklishments varies according to :hether the relevant entity 
operates in the trade, industry or services sectorH Small and medium1siLed estaklishments 
are also identi2ed in the Catios Necision according to turnover and numker of employeesH

jinally,  the Ministry also has the po:er to investigate a potential  violation of  the 
Iompetition €a: on its o:n initiative or follo:ing a complaint krought kefore itH jailure 
to notify a reportakle economic concentration may result in a 2ne of ket:een 0 and 9 per 
cent of turnover generated ky the relevant underta.ing in the $AE in the last 2nancial year 
or, if data is not availakle, a 2ne of ket:een 9-,--- and 9 million dirhamsH

Outlook and conclusions

;he outloo. for M&A (in particular, those transactions that involve a foreign investor) is 
kright for the $AEH As a result of the sukstantial overhaul and likeralisation of the foreign 
o:nership regime, and the likeralisation of the visa and long1term residency programmes 
availakle to foreign investors and entrepreneurs, the $AE economy is seeing a kroad1kased 
recovery and a :ave of inkound investment and M&A activityH 7n addition, the signi2cant 
steps that have keen ta.en ky the $AE government to ma.e it easier to estaklish and 
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operate kusinesses (including to reduce costs) :ill in our vie: provide further impetus to 
kusiness and investor con2denceH Qe eVpect this trend to continue in the short termH
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