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UAE Civil Transactions Law: Key Amendments Under Federal Decree-Law No. 25

of 2025 and Comparison with the 2022 Reforms

The civil legal framework of the United Arab Emirates has undergone a gradual legislative evolution over recent years,
culminating in the issuance of Federal Decree-Law No. (25) of 2025 on the Civil Transactions Law, which fully

repealed Federal Law No. (5) of 1985 on Civil Transactions. The new law entered into force on 1 June 2026.

However, this fundamental legislative transformation did not emerge in isolation. It was preceded by a series of legislative
reforms in 2022, which laid the legal foundation for the new Civil Transactions Law. Understanding the substantive
distinction between the reforms introduced in 2022 and those enacted in 2025 is not merely an academic exercise—it is
a practical necessity for every lawyer, legal consultant, company, and investor. The distinction determines which law
governs contracts and disputes according to the date on which rights arose and guides both litigation strategy and

contractual drafting.

First: The Nature of the 2022 Reforms — Structural Reorganization Without Altering the Substance

From a legislative drafting perspective, 2022 did not introduce any direct amendments to the text of Federal Law No.
(5) of 1985 on Civil Transactions. Not a single provision concerning legal capacity, contracts, obligations, or civil liability

was amended through legislation expressly described as an amendment to the Civil Transactions Law.

Instead, the UAE legislature adopted a fundamentally different legislative approach by separating matters that had

historically been incorporated within the Civil Transactions Law and regulating them through independent specialist
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legislation. This approach reflected the international trend towards distinguishing procedural and evidentiary legislation

from substantive civil law.
The principal milestones of this structural reform included:

e Federal Decree-Law No. (35) of 2022 issuing the Law of Evidence in Civil and Commercial
Transactions, which removed the rules governing evidence—including methods of proof, evidentiary
value, admissions, oaths, presumptions, and electronic documents—from the former Civil
Transactions Law and established a standalone evidentiary framework compatible with digital

transformation and electronic signatures.

e Federal Decree-Law No. (42) of 2022 issuing the Civil Procedure Law, introducing a comprehensive
procedural code governing the commencement of proceedings, procedural time limits, appeals, and
litigation procedures, replacing provisions that had previously been scattered or indirectly linked to the

Civil Transactions Law.

e Federal Decree-Law No. (38) of 2022 issuing the Criminal Procedure Law, as part of the parallel

modernization of the UAE's criminal procedural framework.

e Federal Decree-Law No. (50) of 2022, which established 18 Gregorian years as the minimum age for
engaging in commercial activities. This represented a significant preparatory reform, establishing a
unified standard for commercial legal capacity three years before the same standard was adopted for
general civil capacity under the 2025 Civil Transactions Law, thereby reflecting an early legislative

intention to unify legal capacity across different branches of law.

Accordingly, 2022 may be characterized as the stage of "systematic legislative separation.” The Civil Transactions
Law was relieved of procedural and evidentiary provisions that no longer corresponded to its role as substantive legislation,
while the substantive rules governing legal capacity, contracts, obligations, and civil liability remained unchanged,

as they had existed since 1985 (subject to amendments made up to 2020).




* h K

Cii® GULF LEGAL
ADVISORY ——
SERVICES

Second: The Nature of the 2025 Reform — Complete Repeal and Comprehensive Reconstruction

In stark contrast, Federal Decree-Law No. (25) of 2025, issued on 1 October 2025 and published in Official Gazette
No. 809 (Supplement 2) on 14 October 2025, completely repealed the 1985 Civil Transactions Law rather than merely

amending it.

The new legislation introduced an entirely new Civil Transactions Law, which, according to the official legislative policy,
aims to modernize the legal framework governing civil rights and obligations while improving clarity, consistency, and ease

of application.

The Most Significant Amendments Introduced by the 2025 Law
1. Complete Reform of Legal Capacity

The law introduced fundamental changes to legal capacity:

e The age of majority was reduced from 21 years to 18 Gregorian years (Article 84), aligning civil

capacity with both commercial capacity (introduced in 2022) and criminal responsibility.

e The age of discernment was expressly fixed at seven complete Gregorian years (Article 85), replacing

reliance upon less precise jurisprudential standards.

e The minimum age at which a discerning minor may obtain judicial authorization to manage his or her

own property was reduced from 18 years to 15 Gregorian years (Article 149).

2. Introduction of the Judicial Assistant System

This mechanism did not exist under the former Civil Transactions Law.
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Articles 158 and 159 now empower the court to appoint a Judicial Assistant for individuals suffering from communication
disabilities (such as persons who are deaf and mute or who have combined visual and hearing or speech impairments) or

medical conditions preventing them from effectively expressing their intentions.

Any legal act performed without the Judicial Assistant's participation, following issuance of the court order, may be declared

voidable. This reflects a careful balance between protecting vulnerable individuals and preserving their legal autonomy.

3. Recognition of Exploitation as an Independent Defect of Consent
Article 179 introduces an entirely new ground for avoiding contracts.
A contract may now be challenged where one party exploits another's:
® necessity,
e manifest recklessness,
e overwhelming passion,
e inexperience,
e obvious weakness, or
e moral influence,
to obtain a gross disparity between the reciprocal obligations.
The disadvantaged party may either:
e seek annulment of the contract, or
e request reduction of the excessive obligation to a reasonable level.

The action must be filed within one year from the date of contract formation.
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4. Comprehensive Regulation of Pre-Contractual Liability

Articles 121—123 establish, for the first time, an express statutory framework governing good faith during contractual

negotiations.
The law:
e imposes a mandatory duty of good faith throughout negotiations;
e establishes liability where negotiations are conducted or terminated in bad faith;

e limits recoverable damages to actual losses (excluding expected contractual profits from an unexecuted

contract); and

e imposes a mandatory duty to disclose material information, which cannot be contractually excluded.

5. Introduction of the Framework Agreement

Article 138 formally recognizes the Framework Agreement, allowing parties to establish governing terms applicable to

future recurring contracts.

This represents a significant contractual innovation for:
e long-term commercial relationships,
e supply chains,
e distribution agreements,

° ongoing service arrangements‘
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6. Complete Restructuring of the Law of Invalidity
The former tripartite classification of contracts:
e Void,
o Defective (Fasid),
e Suspended (Mawquf),
has been abolished.
Articles 188—193 replace this system with a unified concept of the voidable contract.
The law also establishes clear limitation periods:
e one year from discovery of the defect to seek annulment; and

e anabsolute limitation period of 15 years from the date of contract.

7. Expansion of Judicial Discretion in Contractual Matters
The courts have been granted broader powers to:
e modify or exempt oppressive terms in adhesion contracts (Article 223);

e apply the doctrine of exceptional circumstances by reducing excessively burdensome obligations or

ordering termination where extraordinary unforeseeable public events occur (Article 224); and

e increase or reduce agreed liquidated damages depending upon the circumstances (Article 340).
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8. Removal of Matters Covered by Specialist Legislation
The new Civil Transactions Law deliberately omits subjects already governed by specialist legislation, including:
e rules concerning evidence, now governed by the Law of Evidence (2022); and

e provisions relating to restrictions upon insolvent debtors, now governed by Federal Law No. (51) of

2023 on Financial Reorganization and Bankruptcy.

This demonstrates the coherent relationship between the legislative reforms enacted during 2022—2023 and the final

structure of the 2025 Civil Transactions Law.

9. Modernization of Civil Partnership Rules
The law reorganizes the rules governing partnerships by expressly distinguishing between:
o Civil partnerships, whose activities are non-commercial; and

e Commercial companies, whose activities are commercial or which adopt one of the legal forms
prescribed under the Commercial Companies Law, even if their activities are themselves non-

commercial.

This aligns the Civil Transactions Law with both the Commercial Transactions Law and the Commercial Companies Law.
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Third: Direct Comparison
Criterion 2022 Reforms 2025 Reform

Enactment of separate

Legislative approach legislation (Evidence, Civil SRR replacement

of the Civil Transactions Law

Procedure)
Amendment of Civil
Transactions Law No Yes — complete replacement
itself

Impact on  legal

. Fundamental and comprehensive
capacity and contracts

New legal concepts Exploitation, Judicial Assistant,

introduced None Framework  Agreement, Pre-
contractual Liability
Imrediste b on Delayed implementation (issued 1
Entry into force 0 ¢ PO o ctober 2025; effective 1 June
publication (2022)
2026)
Legislative Separation and Comprehensive modernization of
philosophy specialization substantive civil law

Fourth: Practical Implications — What Should Lawyers and Companies Do?

Following the entry into force of the new law on 1 June 2026, legal practitioners should prioritize the following:
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e Precisely determine the date on which the relevant legal right or cause of action arose, as this will
determine whether the 1985 or 2025 Civil Transactions Law applies, particularly for long-term contracts

such as leases and construction agreements.

e Review existing contracts involving individuals whose legal capacity has changed under the new rules,

particularly those aged between 18 and 21, who are now fully legally competent.
e Reassess liquidated damages clauses in light of the courts' expanded discretion to amend them.

e Carefully document negotiations and disclosure of material information in ongoing and future

transactions due to the introduction of statutory pre-contractual liability.

e Reevaluate mechanisms concerning hidden defects and unfair contractual terms, particularly within
adhesion contracts and sale agreements, in order to benefit from the expanded protection afforded to

weaker parties.

Fifth: Frequently Asked Questions
1. Is the 2025 Civil Transactions Law a continuation of the 2022 reforms or a legislative break from them?
Both.

Technically, the 2025 Law logically completes the legislative process initiated in 2022 by removing evidentiary and
bankruptcy-related provisions from the Civil Transactions Law to avoid duplication with specialist legislation. However,
substantively, it represents a fundamental legislative departure by reconstructing the law governing legal capacity,

contracts, obligations, and civil liability.

2. Did the 2022 reforms change any substantive rules relating to legal capacity, contracts, or civil liability?

No.
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The 2022 reforms merely transferred evidentiary and procedural matters into independent legislation. The only
noteworthy substantive precursor was the adoption of 18 years as the age for engaging in commercial activities,

foreshadowing the later reform of civil legal capacity.

3. Which law governs a contract concluded in 2023 where the dispute remains ongoing?

As a general rule, Federal Law No. (5) of 1985, together with its amendments up to 2020, continues to govern because

the contractual rights arose before 1 June 2026, unless:
e the parties expressly agree that the new law applies; or

e the issue concerns limitation periods that had not yet expired, in which case the rules governing the

immediate effect of limitation legislation may apply.

4. Can the newly introduced doctrine of exploitation be relied upon for contracts concluded before 1 June 2026?
Generally, no.

Contracts remain governed by the law in force when they are concluded. Although elements of exploitation may previously
have been addressed under doctrines such as gross unfairness or abuse of necessity, exploitation was not recognized as an

independent defect of consent under the former Civil Transactions Law.

5. What is the greatest practical risk facing lawyers during the transitional period?

The principal risk lies in confusing the two legislative regimes when drafting pleadings and legal arguments, particularly

where contracts were concluded before 1 June 2026 but the alleged breach occurred afterward.
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Each relevant legal event must therefore be carefully dated before determining the applicable legal framework.
Mohamed Lotfy Alared

Legal Consultant

Gulf Legal Advisory Services.

info@gulflegaladvisors.ae
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