Civil and commercial loans under UAE law, while facilitating economic growth and meeting
personal and business needs, loans must play a crucial role in the UAE's financial landscape.
When it comes to lending or borrowing money, it is necessary to know the differences between
commercial loans and civil loans.
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The law of the United Arab Emirates also referred to a set of provisions that were mentioned
exclusively and the example in turn governs loans to ensure compliance and protect the
interests of lenders and borrowers. In this legal article we will discuss the differences between
commercial and civil loans, as well as the laws governing this type of loan in the UAE.
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Distinguish between civil and commercial loans under UAE law
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Under the law of the United Arab Emirates, it is clear that some differences between commercial
loans and civil loans that related to legal and regulatory purposes with different stamps,
including the difference between commercial and civil loans, which are as follows:
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Commercial loans:
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Loans related to commercial purposes whose main goal is to make a profit, for example: a
company offers installment payment cards to customers, which allows them to buy goods
without interest. The company profits by raising the price of purchased goods according to an
agreement with suppliers or partners, such as: Securing discounts based on the use of the
customer's card. ) ;
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Commercial loans are provided according to a commercial license by the United Arab Emirates,
and whoever provides these loans without a license permit is prohibited in accordance with Law
No. 14 of 2015, which in turn came to amend a set of provisions of Law No. 13 of 2013. Federal
Law No. 14 of 2018 on the Central Bank and the regulation of financial and institutional
activities. These laws were received to show their competence in economic activities and
lending at interest, and the need to obtain an appropriate license according to a regulated legal
framework developed by the UAE legislator.
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Every company that issues a commercial loan without the required license to the courts of the
UAE has a discretion to impose fines, damage to reputation, or both. The court may issue a
decision that includes converting interest on a commercial loan into a civil loan. As a result, the
borrower is directed to pay the original debt without any financial interest.
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Civil loans:
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Loans that do not involve the intentions of profit from the lender, unlike commercial loans that
are intended to make a profit from the lender. This type of loan is for non-commercial
agreements and personal relationships. For example, when an individual wishes to obtain
financial assistance from one of his friends to buy a car, he agrees with his friend to pay the
amount after the agreed period without any intention to achieve a profit or interest, as this
transaction is a civil loan.
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Civil loans can be shared with companies for a non-profit or commercial purpose, such as: loans
specialized in buying a good or service. As long as this type of loan is not intended for a profit or
commercial interest. This type of civil transaction is legal in accordance with the law in force in
the United Arab Emirates.
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Laws governing civil and commercial loans under UAE law
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The United Arab Emirates has a set of laws and regulations governing civil and commercial
loans that are competent in their role in regulating lending activities and transactions. Some
laws and regulations related to commercial and civil loan in the UAE:
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Civil Code of the United Arab Emirates: Articles 707 to 330 competent on loan agreefnehts
and determining the basic elements of the contract, the obligations of its parties and remedies in
case of breach.
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Central Bank of the United Arab Emirates Regulations: These regulations regulate banking
and financial activities in the country. Regulations and circulars that affect lending are issued:
interest rates, lending practices and consumer protection.
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Commercial Transactions Law: which focuses on various aspects of commercial transactions
including: loans, negotiable instruments, guarantees, and accreditation steps related to
commercial loans.
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Islamic Banking Laws: The UAE adopts Islamic banking principles, as many of these laws and
regulations govern Islamic financing activities. Islamic banks operate according to the principles
of Islamic law that forbid usurious benefits. Represented Federal Law No. 9 of 2018 on Islamic
Financial Institutions and Central Banking Activities, Including lending.
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UAE Banks Law: UAE Federal Law No. 14 of 2018 on the Central Bank and the Regulation of
Financial Institutions according to a regulatory mechanism that includes each of it in the country.
This law includes a set of provisions relating to lending, customer protection and loan refund.
At g (5 38 pall il liy YoV A alad V£ a8 ) <l jlay) Al gal galas¥) ¢y 8l ST Al HleY) & gl ¢ 5318
Aalaiall AlSaY) (o de gana 03l 120 Jadys A gall 8 4ie SIS Jauid A A1 (385 Adlal) Cilisas all
ol 2l yiw) g Saadl dlea 5 ¢l JEYL
Legal implications and the UAE Penal Code
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The law of the United Arab Emirates, especially Federal Decree No. 31 of 21, includes a set of
provisions related to financial crimes such as: Riba. Article No. 458 of this law also provides for
penalties that include imprisonment and a fine for anyone involved in usurious practices in
commercial or civil transactions. A legal ban on benefits and commissions was imposed without
specifying a legitimate legal interest. If the lender exploits the borrower's need or weakness.
This is an aggravating circumstance according to the text of the Penal Code.
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Within the framework of the legal obligation in the UAE, both the lender and the borrower can
comply, transparency and fair financial practice. When seeking professional advice and
understanding of relevant laws and regulations in creating a legally sound and ethically
responsible lending and borrowing environment in the UAE.
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In conclusion, understanding the difference between commercial and civil loans is essential for
companies operating in the UAE. Commercial loans are intended to make a profit as well as



obtain an appropriate commercial license to comply with UAE law, while civil loans are
inherently based on personal relationships and non-commercial agreements
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