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Bank Loans & Other Services Offered to Individual Customers 29/2011

Introduction

Following review of reports on loans and other services offered to individual customers, and banks’ responses 
to the questionnaire previously sent, titled “Personal Consumer Loans”, and pursuant to provisions of article 
nos. (5), (18), (94) and (96) of Union Law No (10) of 1980, Regarding the Central Bank, the Monetary 
System & Organization of Banking, the Central Bank has decided that all banks must abide by the provisions 
of these regulations, at all times.

Objective

The objective of these regulations is to determine the relationship between banks (conventional and Islamic) 
and finance companies on the one hand, and their individual customers on the other, in a more transparent 
manner, so as to boost confidence in banks and finance companies and enhance credibility of the banking 
system.

Article (1) Definitions

a) Bank Transfer: Transferring funds electronically from one account to another, whether inside the UAE 
or to an account abroad.

b) Bank’s Cheque: A manager’s cheque, or a cheque where the bank is the drawer and the beneficiary is 
an individual, an establishment, a commercial company or a government institution, inside or outside 
the UAE.

c) Bank Guarantees: Guarantees issued by banks on behalf of their customers (including retail customers), 
which are usually payable upon first demand by the beneficiary.   

d) Debit Cards: Cards similar to credit cards, except that purchases and withdrawals charged to it are 
immediately deductible from the account.

e) Prepaid Cards: Cards filled with value, where purchases and withdrawals are deducted from the stored 
value until depleted (or fully exhausted).

f) Top-Up Loan: An additional loan obtained by the borrower from the lending bank or finance company, 
prior to full repayment of the outstanding loan.

g) Commissions: Rates charged against particular banking services rendered by banks.
h) Fees: Rates charged against particular banking services, commitments or obligations.
i) Deductions: deductions or debits to bank accounts against banking services.
j) Deductible Charges: Charges to accounts against banking services.

Article (2) Personal Loan

a) Personal Loan: Is “a loan that is given to individual customers, where repayments are made out of salary 
and end of service indemnity and/or any other verifiable regular income from a well-defined source”.

b) Personal Loan’s Limit: Amount of the personal consumer loan has been set at (20) twenty times the 
salary or the total income of the borrower, and banks and finance companies must make sure that this 
limit is not exceeded.

c) Repayment Period: The repayment period for this loan must not exceed (48) months.
d) In order to ensure that the monthly installments deducted for repayment of this loan and resulting interest 

are kept in a reasonable proportion to the customer’s income, the deductions from his salary and/or 
regular income must not exceed the limits specified under Article (7) of these Regulations.

e) Loans extended to sole proprietorship firms and companies, secured by salary of the owner or salaries 
of the partners shall be treated the same way this loan is treated, and shall be subject to the same terms 
and conditions.

f) This loan shall be extended as per an application by the customer to be approved by the bank or the 
finance company, and it should be drafted in the manner set out in Article (12) hereof.
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Article (3) Car Loan

a) Car Loan: Is a loan extended by the bank or the finance company to its customer for the purpose of 
purchasing a private car.

b) Car loan shall be treated as separate from the personal consumer loan, and should not exceed (80%) 
eighty percent of the value of the financed vehicle.

c) Repayment Period: The maximum period for repayment of the loan shall be (60) months.
d) Security: This loan should be secured by a mortgage over the car.
e) Car loans extended to sole proprietorship firms and companies, secured by salary of the owner or salaries 

of the partners shall be treated the same way this loan is treated, and shall be subject to the same terms 
and conditions.

f) This loan shall be extended as per an application by the customer and approved by the bank or the finance 
company, and it should be drafted in the manner set out in Article (12) of these Regulations.

Article (4) Overdraft Facilities

a) Overdrafts: Are “facilities linked to customers accounts, and are provided by banks for payment on their 
behalf, in advance. This usually results in a negative balance in the customers’ accounts, which would 
require deposit of funds to cover that balance plus resulting interest and deductions”.

b) Overdraft facilities extended to sole proprietorship firms and companies, secured by salary of the owner 
or salaries of the partners shall be treated the same way these facilities are treated, and shall be subject to 
the same terms and conditions

c) To obtain such facilities, there should be pre-arrangements between the customer and the bank. The 
customer must submit his application, which shows the purpose of the facilities, the expected repayment 
period and the sources of repayment, in accordance with the form set out in Article (12) of these 
Regulations.

Article (5) Credit Cards

a) Credit Cards: Are “Plastic cards linked to an electronic network, containing details and credit limit 
of the card holder. Value of a customer’s purchases and cash withdrawals are paid on his behalf by the 
issuing bank or the finance company, and the customer pays the value at the beginning of the month 
following the transactions’ month, or by installments as per agreement with the issuing bank or finance 
company, after end of the period allowed for full payment of the balance.

b) Credit cards shall be issued to customers of the bank or the finance company, and may be issued to 
non-customers, in which case customer statistical data, as residents or non-residents, must be recorded 
separately.

c) Banks and finance companies issuing such cards must abide by the following:

1. Provide these cards to persons whose annual income equal or exceeds AED 60,000.
2. These cards may be provided against a pledged deposit of value not less than AED 60,000.

d) Banks or finance companies should provide their credit card customers with a monthly statement of 
expenses, showing values of purchases and cash withdrawals, and they should immediately investigate 
if a customer challenges any expense item.

e) Credit card facilities for the unpaid balances of these cards provided to sole proprietorship firms and 
companies and secured by salary of the owner or salaries of the partners shall be treated the same way 
these facilities are treated, and shall be subject to the same terms and conditions.

f) Provisions of the agreement for providing credit cards, signed by the customer, should be in accordance 
with the form set forth in Article (12) of these Regulations.
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Article (6) Interest

Computation of Interest

a) Each bank or finance company must calculate the interest rate charged for the loans mentioned under 
article nos. (2) and (3) and overdraft facilities (Article- 4 in case of banks only) as well as unpaid credit 
card balances (Article -5), in accordance with the following formula:

b) All banks and finance companies must declare their respective interest rates on loans, overdraft balances 
(In case of banks only), and balances due for credit cards within the table. The rate shall be determined 
on basis of the reducing balance of the loan on annual basis and included in the display board mentioned 
in Article (11) of these Regulations.

c) “Interest Amount” on loans and overdraft balances shall be determined on basis of the formula mentioned 
under (a) above.

d) Deduction of a ratio of the loan in advance, as the payable interest amount is prohibited, the formula 
mentioned under (a) above should be used to calculate the first interest amount, and then interest amount 
shall be calculated on the reducing balance of the loan by using the following simple equation:

e) Banks and finance companies must arrive at the “Interest Amount” and deduct it from the agreed monthly 
installment, then use the net amount to reduce the loan balance and reach “the new balance of the loan at the 
beginning of the month” which would, in turn, be used in the calculation process at the end of the following 
month.

f) With regard to calculation of interest amount on credit cards due balances, these shall only be calculated 
for the outstanding balance after the maturity date for its full payment; i.e., in the month following the 
month on which the purchases and withdrawals have occurred. Interest amount must then be calculated 
as per the equation mentioned under (a) above and in accordance with the rates declared on the display 
board mentioned under Article (11) of these Regulations.

g) A Bank or a finance company shall determine the penalty rate in the event of full or partial prepayment 
before maturity date, or in case of a top- up loan, however, a top- up loan, should not be granted unless 
the original loan was repaid, without default, for a period not less than one year, and in this case the rate 
shall be declared in the table mentioned in Annex-2

Article (7) Repayment Installments

a) Deductions from salary or regular income of any borrower, for all types of loans extended by banks and 
finance companies together, including, but not necessarily restricted to, car and private housing loans, 
overdraft facilities, and credit cards faculties, must not exceed 50% fifty percent of his gross salary, and 
any regular income from a defined and specific source at any time.

b) Should a loan or a banking facility’s repayment period extends to the retirement age, banks and finance 
companies must schedule reduction of these loans or facilities in such way as to allow deduction of only 
30% of the income (or pension salary).

c) Banks and finance companies may only take from the customer the number of postdated cheques 
covering the installments, and of value not exceeding 120% of value of the loan or the debit balance.
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Article (8) Armed Forces Staff Loans

In the case of army personnel, the conditions detailed in our Notice No. 1850/2004 dated 14/06/2004 shall 
continue to apply, but with the following amendments:

a) The value of installments deducted by the bank (or the finance company) for all types of loans and 
facilities (personal- commercial- housing – car loan- credit cards and any other loans or facilities) shall 
not exceed 50% of the borrower’s gross salary.

b) Military ID cards should not be taken, nor photocopied. A certificate issued by the Armed Forces stating 
gross salary, period of service and that the applicant is still holding his job should suffice.

c) In case a lending bank or finance company fails to abide with the above, the Armed Forces shall transfer 
the salary of the concerned Armed Forces staff to any other bank (or finance company) without referring 
to the bank that extended the loans or facilities.

Article (9) Bank Accounts & Related Commissions, Fees and Charges

a) Bank Accounts are: current accounts, savings accounts, call accounts and the like, as well as accounts 
set-up for specific purposes.

b) Commercial banks may open all types of accounts for their retail customers, but in such cases, they must 
abide by the standard agreement mentioned under Article (12) of these Regulations. In case a customer 
requested closing of the account and termination of the business relationship with the bank, the bank 
should do that without imposing a penalty if the account opening date goes back to more than one year. 
In all cases, an account must be closed and an appropriate certificate must be issued within, maximum, 
seven days (7) from date of submission of the application.

c) Banks may set a minimum credit balance for each account, and impose charges if such minimum was not 
maintained, as specified in Article (11) of this regulation.

d) None of the opened accounts can be considered “dormant” if the customer’s address is known or if the 
customer is present and has other active accounts with the bank. Accounts are classified as dormant only 
in accordance with the provisions of these regulations issued by the Central Bank in this regard.

e) Banks may issue ATM cards, or debit cards linked to any type of these accounts. They may also charge 
fees for issuance of new cards, replacement of lost cards or renewal of expired cards. However, they must 
declare these fees in the manner specified in Article (11) of these Regulations.

Article (10) Personal Banking Services & the Fees and Commissions Charged on them

a) Personal Banking Services: are bank transfers, issuance of bank cheques (or manager’s cheques) 
issuance of bank guarantees, opening of documentary credit, discount of cheques of local and foreign 
banks, issuance of balance certificates, issuance of indebtedness certificates and the like.

b) All banks and finance companies (finance companies are not permitted to open current, savings or call 
accounts to retail customers or provide services and facilities relating to such accounts) may provide the 
personal banking services mentioned in (a) above and collect related commissions and fees, or deduct 
such fees from the account, however they should declare them in the manner specified in Article (11) of 
these Regulations.

Article (11) Interest Rates, Commissions and Banking Service Charges

a) Each bank or finance company shall determine the interest rates pertaining to personal loans and car 
loans (must include insurance and expressed in one figure) along with overdraft balances and unpaid 
credit cards balances and include them in the table shown in Annex-1 of these Regulations. Copy of this 
table must be sent for publication by the Central Bank.
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b) Fees, commissions, deductions and charges on loans, overdraft balances and unpaid credit card balances 
and those charged on retail banking services, shall be in accordance with the limits prescribed in the table 
shown in Annex-2 of these Regulations. Banks and finance companies may not impose any commissions, 
fees, charges or fines other than those mentioned in the said table without Central Bank’s written approval.

c) Any Fees/commissions on purchase/sale of currency notes, Travelers Cheques, Demand Drafts, and 
Telegraphic Transfers for major countries must also be clearly written in Arabic and English on a board 
of an appropriate size to be fixed next to the Foreign Exchange Counter in the banking hall at banks’ 
branches, as shown in Annex-3 of these Regulations.

d) The Central Bank shall annually review fees, commissions and charges imposed as per table No-(2) 
attached to these regulations.

Article (12) Conditions for Opening of Accounts, Providing of Credit Cards and Granting 
Loans & Bank Facilities

a) Conditions for opening of accounts of all types as well as conditions for obtaining credits cards must be 
included in a standard agreement, drafted in both English and Arabic and written in an easily readable 
font, and in accordance with texts drafted and approved by the Emirates Banks Association.

b) Conditions for granting personal loans, car loans, overdraft facilities and facilities for covering unpaid 
credit card balances must be included in standard applications, drafted in both Arabic and English and 
written in an easily readable font, and in accordance with texts drafted and approved by the Emirates 
Banks Association.

Article (13) Shariaah Compliant Banking Services

The provisions of these Regulations shall apply to Shariaah compliant banking services, except in the 
matter of computing interest and determining its amount, which would be done in accordance with Shariaah 
principles.

In such case, clarity, transparent disclosure, accuracy and documentation at all times, must all be observed, 
and copy of the established rates should be sent to the Central Bank for publication.

Article (14) Violations to the Provisions of These Regulations

Should suspicions arise as to the violation of provisions of these Regulations by any bank, the matter shall be 
referred to the Legal Development Unit of the Central Bank to decide whether such violation has occurred. 
If the violation is established, the fine referred to in Article (107) of Union Law No-(10) of 1980 Regarding 
the Central Bank, the Monetary System and Organization of Banking, shall be imposed, and shall apply to 
each violation, and be charged on daily basis to the violating bank, until rectified.

Article (15) General Provisions

a) Banks or finance companies are not allowed to alter or vary terms and conditions for granting the loan 
or the facility during the tenor of the loan or the facility, unless agreed to in writing by the borrower. In 
case of changes to the commissions or fees, customers must be notified, at least, two months prior to 
implementation of such changes.

b) Banks and finance companies are prohibited from taking blank cheques for granting loans or overdraft 
facilities, or for issuing credit cards.
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Article (16) The Provisions of These Regulations are not Applicable to Merchant and 
Investment Banks

The provisions of these Regulations are not applicable to investment banks or merchant banks, nor to finance 
or investment companies, since these institutions are not authorized to provide personal loans or retail 
banking services. Moneychangers, however, shall only be subject to the provisions regarding bank transfers 
and exchange of currency.

Article (17) Responsibilities of the Banking Supervision & Examination Department

a) The Banking Supervision & Examination Department will issue a guide to clarify how banks should 
comply with the provisions of these Regulations and submit the required statistical data to the Central 
Bank.

b) The Banking Supervision & Examination Department will also issue a guide to its examiners to explain 
the regulatory procedures relevant to these Regulations.

Article (18) Cancellation of the Previous Circular on the Subject

Upon enforcement of this Regulation, Circular No- 12/93 dated 23/2/1993, and Central Bank’s clarifications 
ref. DMM/1263/93 dated 6/7/1993, and any notices or directives relating thereto shall be cancelled, except 
for Notice No- 1850/2004, dated 14/6/2004, regarding Armed Forces Personnel.

Article (19) Interpretation of These Regulations

The Legal Development Unit of the Central Bank shall be the reference for interpretation of the provisions 
these Regulations.

Article (20) Currently Outstanding Loans

a) The provisions of these Regulations shall apply to all banks and finance companies including Islamic 
banks and Islamic finance companies in relation to personal consumer loans and car loans granted by 
these entities currently existing, except for commissions, fees or any fines charged on them prior to the 
date on which these regulations come into force, which is considered finalized.

b) Any borrower may transfer his/her loan/financing from any bank or finance company operating in the 
UAE against paying of an early payment fee not exceeding 1% of the outstanding balance of the loan, or 
AED 10,000, whichever is less. Another bank or a finance company operating in the UAE may accept 
the transfer under the following conditions:

1. For loans granted after the issuance of this Regulation, the requirements of the Regulation must 
be fully complied with, in particular those relating to the loan or financing amount, the repayment 
period and monthly deduction.

2. For loans granted prior to the issuance of this Regulation, the profit/interest rate should be reduced 
and the repayment period or loan/financing balance should not be increased by granting an additional 
loan or financing to the borrower.

Article (21) Publication

These regulations shall be published in the Official Gazette in both Arabic and English, and shall come into 
effect one month after date of its publication.


