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Bangladesh Special Economic Zone Framework   
Key issues 

For Special Economic Zones (SEZs) to be successful undertakings, they need to 
provide a “unique value” improvement to the investment location. These can be achieved by 
creating a “first class” business-friendly environment (business and property registration, 
licensing, exporting and importing, dispute resolution, etc), “first class” infrastructure 
services (access to power, connectivity, etc), “first class” services (banking and financial 
services, research and development), highly productive input factors (labor, supply inputs) 
or participants in the supply chain (up and downstream).  Once this “unique value” has been 
defined for foreign investors, the Government must ensure that this represents the best 
value for the revenues that the government is renouncing. The following are the key issues 
that we believe need to be addressed in the process of setting up the legal framework for 
the establishment and regulation of SEZs in Bangladesh, taking into account examples of 
economic zones from around the world and in particular the Special Economic Zone Act of 
1995 from the Philippines; the Aqaba SEZ in Jordan; the Shenzhen SEZ in China; and the 
Jebel Ali Free Zone in the United Arab Emirates. We have also developed a table with the 
issues and country examples, which is in an Annex to this note. 

1. Definition  

Perhaps the most important task in setting up an SEZ framework is to define the 
Zone and the “unique value” it represents and its positioning.  Thereafter it must be set into 
a legal framework that creates certainty and clarity to investors and government officials 
alike as to how the SEZ will operate in practice. The Zone’s authority and government 
officials need to be fully aware of the scope of their rights and powers. Investors need to be 
comfortable that the contractual arrangements they enter into will be binding and 
enforceable. The framework governing SEZs should leave no doubt as to what their special 
features are and how they will make the business environment in the Zone different from 
that of other parts of the country. In defining the Zone, its most important characteristic 
should be the overall power of the authority to seek private participation in the 
development and provision of infrastructure, from land development to the provision of 
utility services such as water, water disposal, power and ICT services. Below are some 
examples of the definition used in successful SEZ programs in other parts of the world.  

The Philippines defines SEZs as “selected areas with highly developed, or which 
have the potential to be developed into, agro-industrial, industrial tourist/recreational, 
commercial, banking, investment and financial centers”. They “may contain one or all of the 
following: industrial estates, export processing zones, free trade zones, and 
tourist/recreational centers.” (Section 4(a) of the Special Economic Zone Act of 19951, 
hereinafter referred to as the “SEZ Act of 1995”).  

Jordan defines its Aqaba SEZ by stating its aim: “to enhance economic capability in 
the Kingdom [of Jordan] by attracting different economic activities and investments 
thereto” (Article 3 of the Aqaba Special Economic Zone Law no. 32 for the Year 2000, 
hereinafter referred to as the “Aqaba Law”).  

                                                        
1 “Act Providing for the Legal Framework and Mechanisms for the Creation, Operation, Administration, and 
Coordination of Special Economic Zones in the Philippines, creating for this purpose, the Philippine Economic 
Zone Authority (PEZA), and for other purposes”. 
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In China, a SEZ is intended to be a pilot area in which economic reforms can be 
carried out and the zone later opened up to the rest of the world economy. It is accorded the 
“right to experiment” by the Central Government, which is equivalent to granting the SEZ a 
high degree of autonomy in implementing economic policies. The Central Government has 
provided a special policy framework for the Shenzhen SEZ that has helped to create a “soft 
enabling environment” to enhance the city's industrial competitiveness2.  

The United Arab Emirates’ (UAE) Jebel Ali Free Zone defines itself by stating its 
mission, namely: “to be the international business hub of the Middle East” with a focus on 
“long-term customer relationships, providing creative and innovative solutions for global 
industrial investors and fostering alliances with them”. The Zone “provide[s] community 
amenities, enhancing a dynamic and thriving business environment”3.  

2. Authority  

The second most important task should be to clearly define the Zone’s ability to 
provide single point access to permits, licenses and compliance with the regulations. 
Tenants should not have to go to a number of different government authorities to obtain the 
services they need. These should all be provided by the Zone’s authority. The authority 
should have both business-like (management and operational functions etc.) and 
government-like powers (where it assumes the role of a Government agency or as a 
facilitator of public services), including that to seek private participation in the 
development and provision of infrastructure. Certain services like customs and 
environmental clearance etc should be facilitated by the authority.  Again, other SEZ 
examples: 

Jordan’s Aqaba SEZ has one authority (the Aqaba Special Economic Zone Authority) 
with financial and administrative autonomy and which has the powers to acquire property 
and perform all legal acts necessary to achieve its objectives, including concluding 
contracts, accepting aids, grants and donation, and litigating. The headquarters of the 
Authority is in the Zone, and it may establish liaison offices within and outside the Kingdom 
of Jordan. The authority is associated with the Prime Minister (Article 7 of the Aqaba Law). 
The Authority has the following specific responsibilities: to administer the Zone, prepare 
plans and programs for developing it, register companies, regulate and control the 
economic activities, issue permits and certificates, deal with municipal affairs, protect the 
environment, control imports and exports, and collect taxes, among others (Article 10 of the 
Law). 

In the Philippines, the Philippine Economic Zone Authority (PEZA) embodies a one-
stop system, and provides infrastructure services; register, regulate and supervise the 
companies in the Zones; coordinate with local governments and exercise general 
supervision over the Zones; and construct, acquire, own, lease, operate and maintain 
adequate facilities and infrastructure such as light and power systems, water supply, 
telecommunication, transportation, buildings, structures, warehouses, roads, bridges etc.; 
create agencies and units or offices; make contracts, lease or dispose of property; sue and be 

                                                        
2 “Special Economic Zones and Competitiveness – A Case Study of Shenzhen, the People’s Republic of China”. 
Guo, W. and Feng, Y. In “Pakistan Resident Mission – Series no. 2”. Asian Development Bank, Nov 2007. Available 
here: http://www.adb.org/Documents/Reports/PRM-Policy-Notes/Special-Economic-Zone-Shenzhen.pdf 
(accessed on Mar 25, 2010) 
3 From its website -- http://www.jafza.ae/en/about-us/jafza-vision-mission.html (accessed March 25, 2010). 

http://www.adb.org/Documents/Reports/PRM-Policy-Notes/Special-Economic-Zone-Shenzhen.pdf
http://www.jafza.ae/en/about-us/jafza-vision-mission.html
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sued; and coordinate with authorities and government departments for policy formulation 
and implementation (Section 13 of the SEZ Act of 1995).  

At the UAE’s Jebel Ali Free Zone, the Jebel Ali Free Zone Authority has the following 
extensive powers: the discretion to approve or reject any application to form a Free Zone 
Company, or to require undertakings or guarantees as a condition to permit the formation 
of the company (para. 5 of the Implementing Regulations no. 1/99, hereinafter referred to 
as the “IR 1/99”); to determine the minimum capital of a Free Zone company (para. 9); to 
authorize that the share capital be paid in a way other than in cash (para. 11); to approve 
alterations in the share capital (para. 12); to approve the name of the company (para. 13); 
to enter in the company’s share register details (para. 23); to approve share transfers (para. 
25); to require that the balance sheet and profit and loss account of each company comply 
with provisions that it sets out from time to time (para. 47); to approve auditors (para. 51); 
to appoint inspectors to investigate the affairs of the company (para. 61). The Authority’s 
FZCO Department has the power to register the companies and keep the FZCO Register in 
which it will enter details about each company (para. 67). The Authority also has the power 
to require payment of fees “as it may determine on an annual or other period basis” (para. 
70).  

China’s Shenzhen SEZ has an Administrative Bureau of Free Trade Zones with 
subordinate investment service departments (Economy Development Department; Land 
Planning and Construction Department; Supervision & Coordination Department; Political 
Work & Personnel Department; Labor & Security Management Department; and a General 
On-Duty Room), each of which with its specific powers. The Economy Development 
Department “invit[es] investors, introducing capitals, approving the incorporation of 
enterprises, as well as coordinating, managing and serving enterprises within the free trade 
zones”. The Land Planning and Construction Department is “responsible for land planning, 
land transfer, review and approval of design, engineering construction, construction 
management, property ownership registration of real estate, and environmental protection 
management within the free trade zones”. The Supervision & Coordination Department is in 
charge of “management of personnel and vehicles in the zones, urban management, leading 
the operation of economic police, and handling the "Driving sign" for vehicles passing 
Passageway No.1 of Futian Free Trade Zone”. The Political Work & Personnel Department is 
“responsible for handling public complaints, family plan, and other personnel affairs within 
the free trade zones”. The Labor & Security Management Department is in charge of “labor 
management, safe production, employment of foreigners, handling application procedure of 
Chinese personnel for short-term outbound business trip, including the trip to Hong Kong 
or Macao for business or training”. Finally, the General On-Duty Room 24-hour hot line 
“record[s] and follow[s] up problems occurring in the zone”4. 

3. Tax treatment  

The tax structure of a successful SEZ initiative must be standardized and should be 
one of the Zone’s most easily understood features. Following the one stop system model, all 
taxes and duties should be levied and administered at the SEZ. The system should be 
transparent and include the necessary tribunal or appeal processes.  Looking at successful 
examples, we have: 

                                                        
4 Information obtained on the Shenzhen Government website 
(http://english.sz.gov.cn/ftz/200510/t20051008_1092539.htm), accessed on Mar 30, 2010. 

http://english.sz.gov.cn/ftz/200510/t20051008_1092539.htm
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At Jordan’s Aqaba SEZ, customs and importation taxes and duties are not collected, 
nor are general sales tax on imports into the Zone or sales of goods and services in it 
(Article 30-A of the Aqaba Law). Also, “registered enterprises” (i.e., companies registered at 
the Authority pursuant to provisions of the Law) are exempt from all taxes and duties, 
including (a) income and social services taxes, (b) tax on the distribution of dividends, and 
(c) taxes on lands and buildings owned by the company and that are necessary for its 
activities. However, the following are not included in the exemption: (a) tax on sale and 
transfer of property; (b) taxes and fees imposed on the basis of the Law; and (c) taxes on 
fees on vehicles (which are payable to the Authority, ex Article 10-B-8 of the Aqaba Law). 
Also, the income of a registered enterprise is subject to a 5% income tax (Article 32-A, with 
some exceptions such as capital profits listed in 32-F). Banks and other financial institutions 
are subject to the regular income tax law. Sales tax is imposed on goods and services which 
are sold or rendered in the Zone (7% when sold into consumption in the Zone; and a special 
tax on tobacco and alcoholic beverages, with some exceptions listed in Article 37 Bis).  

In the Philippines, except for real property taxes on land owned by developers, 
business establishments operating within the Zone only pay a 5% tax on their gross 
income5. All persons and services establishments are subject to taxes under the National 
Internal Revenue Code and the Local Government Code. (Sections 24 and 25 of the SEZ Act 
of 1995).  

In China’s Shenzhen SEZ enterprises pay a 15% tax on their income derived from 
manufacturing, business operation and other resources. Manufacturing companies with an 
operation period of over 10 years are, upon their profiting year, free of taxation for the first 
two years, and levied by half for the following three years. Companies with over 70% of 
their products exported will be levied by 10% from the sixth year on. A 3% to 10% rate 
applies on income deriving from providing taxable services, transferring intangible assets, 
or selling real estate. A 5% to 45% rate applies on individual taxable income (i.e., the 
individual monthly income that exceeds CNY800). A value-added tax (VAT) rate of 17% 
applies on commodities imported from the free trade zone and sold in the domestic market. 
A consumption tax (varying from 3% to 45%) applies on taxable consumption commodities 
imported via the free trade zone6. In addition, all the equipment and materials transported 
from abroad to the zone for self-use by the administrative organs and companies in the 
zone, as well as the imported materials stored in warehouses, are exempt from customs 
duties, import-linked VAT and consumption tax. Transactions within the zone and exports 
are exempted from VAT7. 

UAE’s Jebel Ali Free Zone offers a wide range of commercial incentives including 
zero corporate, personal and income taxes for a period of 50 years8. Also, under Jebel Ali 
Free Zone Offshore Companies Regulations 2003, the Zone allows the formation of an 
offshore company by individuals or corporate bodies, as a non-resident company, having a 
corporate legal entity. 

                                                        
5 Three percent goes to the national government and two percent (2%) to the treasurer’s office of the 
municipality or city where company is located. 
6 All this information was obtained at the Shenzhen Government webpage in English 
http://english.sz.gov.cn/ftz/200510/t20051008_1092538.htm (accessed Mar 25, 2010).  
7 All this information was obtained at the Shenzhen Government webpage in English 
http://english.sz.gov.cn/ftz/200510/t20051008_1092541.htm (accessed Mar 25, 2010). 
8 Information obtained at http://www.jafza.ae/en/jafza-offerings/free-zone-business-value-proposition.html 
(accessed Mar 25, 2010). 

http://english.sz.gov.cn/ftz/200510/t20051008_1092538.htm
http://english.sz.gov.cn/ftz/200510/t20051008_1092541.htm
http://www.jafza.ae/en/jafza-offerings/free-zone-business-value-proposition.html
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4. Dispute resolution system  

The dispute resolution system provided to enforce the contractual rights and 
obligations of the parties in a SEZ should be fair and reasonable and acceptable to foreign 
investors. The dispute resolution mechanism should not only be a body of laws and 
procedures but also must provide for an arbitral mechanism with appropriately skilled and 
experienced arbitrators to ensure swift and impartial access to justice. The examples we 
have looked at provide ‘local’ solutions; another possibility would be to consider full 
arbitral process. 

In the Philippines, it is the director general of the PEZA who has jurisdiction over 
protests, complaints and claims of residents and companies in the Zone with respect to 
administrative matters. (Art 14 (g) of the SEZ Act of 1995). All other issues seem to have 
been left to the jurisdiction of the regular courts.  

At UAE’s Jebel Ali Free Zone, any court in the Emirate of Dubai can order the de-
registration of a Free Zone company from the FZCO Register. There does not seem to be any 
special dispute resolution system in place at JAFZA.  

At Jordan’s Aqaba SEZ, the Income Tax Court of Appeal has jurisdiction in hearing 
appeals on tax assessments and claims related to fines due according to provisions of the 
Law (Article 38-A of the Aqaba Law). The Customs Court of First Instance (and the Customs 
Court of Appeal regarding appeals) have jurisdiction over all customs offenses and 
violations committed contrary to the law (Article 38-B). The Aqaba Court of First Instance 
has jurisdiction over environmental offenses, imposition and collection of damages, the 
release of goods seized in cases filed before it etc. (Article 52 Bis).  

In China’s Shenzhen SEZ there are special measures on the arbitration of personnel 
disputes9 and a decision of the Shenzhen Municipal People’s Congress on issues of 
strengthening of the civil execution of the People’s Court, whereby citizens, legal entities 
and other organizations shall execute “on their own initiative” the civil judgments and 
decisions which have already had legal effects10. The Administrative Bureau’s Political Work 
and Personnel Department has the authority to handle public complaints, family plans, and 
other personnel affairs within the free trade zones. 

5. Accountability 

Administrative transparency in a SEZ is fundamental to strengthen government 
accountability. There needs to be a clear understanding of the Zone’s functioning, its powers 
and governance structure which inevitably includes information on auditing and reporting 
channels.  

At Jordan’s Aqaba SEZ, the “Aqaba SEZ Authority” has an independent budget and 
its accounts are post-audited by the Audit Bureau; it may appoint an auditor whose report 
should be submitted to the Council of Ministers (Art 20 of the Aqaba Law).  

                                                        
9 Disputes between a public institution or organ and its staff, public servants or employees arising from the 
resignation, dismissal and performance of engagement, employment or appointment contracts. Document 
available here: http://fzj.sz.gov.cn/en/300.asp (accessed Mar 25, 2010)  
10 Document available here http://fzj.sz.gov.cn/en/288.asp (access on Mar 25, 2010)  

http://fzj.sz.gov.cn/en/300.asp
http://fzj.sz.gov.cn/en/288.asp
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At China’s Shenzhen SEZ, a development plan formulated by the Shenzhen 
government must be submitted to the Shenzhen Municipal People’s Congress for approval. 
At the same time, local opinion is sought and encouraged to increase the transparency and 
effectiveness of the government decision-making process11.  

In the Philippines, the PEZA Board has the duty to render annual reports to the 
President and the Congress (Section 12 (g) of the SEZ Act of 1995).  

At UAE’s JAFZA each company is required to appoint auditors (from among those 
approved by the Authority) to make a report on all annual accounts of the company and 
state whether they have been properly prepared. The company is to provide a copy of the 
auditor’s report to the FZCO Department (paras. 51 and 52 of the IR 1/99).  

6. Financing  

The fees charged by the authority to investors (or, where relevant, to the master 
developers and by them to the tenants) should be reasonable, clearly defined and based on 
proper incentives (like the incentive for the zone to allocate efficiently, use of plots, number 
of tenants, types of tenants, private participation in investment etc.). 

At Jordan’s Aqaba SEZ, the revenues of the Authority are budget funds, fees, taxes 
or returns, any fee in exchange for services rendered to others, fines and civil compensation, 
loans it obtains, aids, grants and donations (Article 19 of the Aqaba Law).  

At the UAE’s JAFZA the Authority receives the payment of fees for the formation 
and registration of a company, for the receipt and review of documents, for maintaining and 
updating the FZCO Register and for the cost of any inspection and investigation. In addition, 
the Authority may require payment of such fees as it may determine in an annual or other 
period basis in respect of any company (para. 70 of the IR 1/99).  

In the Philippines all funds of the former authority went to the new authority (the 
PEZA). Any sums needed to increase the new authority’s capital must now be included in 
the “General Appropriations Act” (national budget), and will be treated as equity of the 
national government. Additional funding shall come from (a) subsidies, appropriations and 
other assets of the former exports processing zone; (b) proceeds from rent of lands etc.; (c) 
proceeds from fees, charges and other instruments the PEZA is authorized to impose and 
collect; and (d) proceeds from bonds (Section 47 of the SEZ Act of 1995).  

At China’s Shenzhen SEZ there is an agency fee for corporation establishment 
(collected by the agency company but investors a free to decide whether to choose an 
agency); there is a commercial registration fee; and a fee for capital verification12.  

7. Power to contract  

Transparency as to the authority with the power to enter into contracts and 
agreements is essential to create a legal certainty environment in the zone. Land title should 
not be an issue of concern for tenants.  

                                                        
11 “Special Economic Zones and Competitiveness”, ob. cit.  
12 Information obtained here http://english.sz.gov.cn/ftz/200510/t20051008_1092538.htm (access on Mar 25, 
2010)  

http://english.sz.gov.cn/ftz/200510/t20051008_1092538.htm
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At Jordan’s Aqaba SEZ, the Board of Commissioners is responsible for signing the 
contracts with entities to develop, operate and administer the Zone (Article 17 of the Aqaba 
Law). The Chief Commissioner (the chief executive of the Authority) signs contracts on 
behalf of the Authority with third parties and represents the Authority before others 
(Article 18). The Authority is entitled to dispose the State’s lands, which are not registered 
in the name of the Treasury, by means of leasing or investing according to regulations 
enacted specifically for this purpose (Article 44).  

Under the Philippines SEZ Act of 1995 the director general of the PEZA (who is 
appointed by the President) represents the Zone “in all its business matters” and signs on 
its behalf (after approval by the board) all its bonds, borrowings, contracts, agreements and 
obligations made in accordance with the Act (Section 14 (f) of the SEZ Act of 1995). Lands 
and buildings may be leased to foreign investors for up to 50 years renewable once for a 
period of up to 25 years (Art 30 and Investors Lease Act). Leasehold right under long-term 
contracts may be sold, transferred or assigned.  

At China’s Shenzhen, the Shenzhen Administrative Bureau, through its Economy 
Development Department, approves the incorporation of a company and issues and 
necessary licenses. Though not clear which department has the power to enter into 
contracts with the companies, it seems likely that the aforesaid department is the one with 
such authority. See also Authority (pages 2-3 above) for a description of each department’s 
powers. 

At the UAE’s Jebel Ali Free Zone, the Jebel Ali Free Zone Authority seems to have the 
authority to enter into contracts with a Free Zone company, based on the list of its extensive 
powers which includes that to grant permission to form a company in the Zone. The 
Certificate of Formation also has to be duly executed “by or on behalf of the Authority” 
(para. 7 of the IR 1/99). It is not clear, however, who represents the Authority. One 
possibility is that the FZCO Department does, as this was the department designated by the 
Authority for the registration of a company “and various other matters”, in particular the 
maintenance of the FZCO Register (para. 67). 

8. Exemptions  

The SEZ provides the opportunity to enhance the performance of the public private 
interface. This enables the investment location to maximize the positive attributes of the 
investment location. Exemptions therefore must be done as an enhancement effect and not 
a substitution of national laws. Exemptions should lead to establishment good practice 
procedures. In addition, the Zone law should have a provision according to which it is to 
prevail over any other laws with which it conflicts. The SEZ framework must also be clear as 
to which laws apply and which don’t.  

At Jordan’s Aqaba SEZ all laws in force in Jordan apply, and the provisions of the 
Aqaba Law prevail over any other conflicting legislation (Article 6 of the Aqaba Law). 
Provisions of the Import and Export Law, and the provisions relating to incentives and 
limitations on foreign capital, do not apply in the Zone (Article 55).  

In the Philippines, banking laws and regulations apply to banks and financial 
institutions established in the Zones. National laws prevail over the Zone rules, unless there 
is a “clear intent” in the Zones Act (or other Acts of Congress) to vest the Zone with 



8 
 

powers/privileges not otherwise allowed under existing laws (Sections 27 and 48 of the 
SEZ Act of 1995).  

China’s Shenzhen SEZ offers a number of policy advantages13 for a range of issues 
like corporate registration, customs administration, foreign exchange administration, 
taxation, export processing, warehousing and exhibition (“imported goods and “bonded 
vehicles”). A full list of what applies in free trade zone and non-free trade zone areas can be 
found at the link referred to above. 

At UAE’s Jebel Ali Free Zone, the Implementing Regulation does not address the 
issue of exemptions in the Zone; the companies operating within the Zone should thus be 
governed by the UAE Federal Law no. 8 of 1984 regarding Commercial Companies (and its 
amendments) (para. 76 of the IR 1/99).  

**** 

 

                                                        
13 Available here http://english.sz.gov.cn/ftz/200510/t20051008_1092540.htm (access on Mar 30, 2010) 

http://english.sz.gov.cn/ftz/200510/t20051008_1092540.htm
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Annex – Table of issues  

Issues Philippines Jordan (Aqaba) China (Shenzhen) United Arab Emirates 
(Jebel Ali) 

1. Definition “Selected areas with highly developed, 
or which have the potential to be 
developed into, agro-industrial, 
industrial tourist/recreational, 
commercial, banking, investment and 
financial centers”. They “may contain 
one or all of the following: industrial 
estates, export processing zones, free 
trade zones, and tourist/recreational 
centers.” 

Aqaba’s aim is “to 
enhance economic 
capability in the 
Kingdom by 
attracting different 
economic activities 
and investments 
thereto” 

A SEZ is intended to be a pilot 
area in which economic 
reforms can be carried out 
and the zone later opened up 
to the rest of the world 
economy. It is accorded the 
“right to experiment” by the 
Central Government, which is 
equivalent to granting the SEZ 
a high degree of autonomy in 
implementing economic 
policies. The Central 
Government has provided a 
special policy framework for 
the Shenzhen SEZ that has 
helped to create a “soft 
enabling environment” to 
enhance the city's industrial 
competitiveness. 

Jebel Ali’s mission is “to be 
the international business 
hub of the Middle East” 
with a focus on “long-term 
customer relationships, 
providing creative and 
innovative solutions for 
global industrial investors 
and fostering alliances 
with them”. The Zone 
“provide[s] community 
amenities, enhancing a 
dynamic and thriving 
business environment” 
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2. Authority The Philippine Economic Zone 
Authority (PEZA) embodies a one-stop 
system and has the powers to operate, 
manage and develop the Zones; 
register, regulate and supervise the 
companies in the Zones; coordinate 
with local governments and exercise 
general supervision over the Zones; 
and construct, acquire, own, lease, 
operate and maintain adequate 
facilities and infrastructure such as 
light and power systems, water 
supply, telecommunication, 
transportation, buildings, structures, 
warehouses, roads, bridges etc.; 
create agencies and units or offices; 
make contracts, lease or dispose of 
property; sue and be sued; and 
coordinate with authorities and 
government departments for policy 
formulation and implementation. 

The Aqaba Special 
Economic Zone 
Authority, with 
financial and 
administrative 
autonomy and 
associated with the 
PM, has the powers 
to acquire property 
and perform all legal 
acts necessary to 
achieve its 
objectives, including 
concluding 
contracts, accepting 
aids, grants and 
donation, and 
litigating. The 
headquarters of the 
Authority is in the 
Zone, and it may 
establish liaison 
offices within and 
outside the Kingdom 
of Jordan. The 
Authority has the 
following specific 
responsibilities: to 
administer the Zone, 
prepare plans and 
programs for 
developing it, 
register companies, 

The Administrative Bureau of 
Free Trade Zones has 
subordinate investment 
service departments, each of 
which with its specific powers 
(see narrative above for 
description of their powers). 

The Jebel Ali Free Zone 
Authority has the following 
powers: the discretion to 
approve or reject any 
application to form a Free 
Zone Company, or to 
require undertakings or 
guarantees as a condition 
to permit the formation of 
the company; to determine 
the minimum capital of a 
Free Zone company ; to 
authorize that the share 
capital be paid in a way 
other than in cash; to 
approve alterations in the 
share capital; to approve 
the name of the company; 
to enter in the company’s 
share register details; to 
approve share transfers; to 
require that the balance 
sheet and profit and loss 
account of each company 
comply with provisions 
that it sets out from time to 
time; to approve auditors; 
to appoint inspectors to 
investigate the affairs of 
the company. The 
Authority’s FZCO 
Department has the power 
to register the companies 
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regulate and control 
the economic 
activities, issue 
permits and 
certificates, deal 
with municipal 
affairs, protect the 
environment, 
control imports and 
exports, and collect 
taxes, among others 
(Article 10 of the 
Law). 

and keep the FZCO 
Register in which it will 
enter details about each 
company.  The Authority 
also has the power to 
require payment of fees “as 
it may determine on an 
annual or other period 
basis”. 

3. Tax 
treatment 

Except for real property taxes on land 
owned by developers, business 
establishments operating within the 
Zone only pay a 5% tax on their gross 
income. All persons and services 
establishments are subject to taxes 
under the National Internal Revenue 
Code and the Local Government Code. 

Customs and 
importation taxes 
and duties are not 
collected, nor are 
general sales tax on 
imports into the 
Zone or sales of 
goods and services 
in it. Also, 
“registered 
enterprises” are 
exempt from all 
taxes and duties, 
including (a) income 
and social services 
taxes, (b) tax on the 
distribution of 
dividends, and (c) 
taxes on lands and 

Enterprises pay a 15% tax on 
their income derived from 
manufacturing, business 
operation and other 
resources. Manufacturing 
companies with an operation 
period of over 10 years are, 
upon their profiting year, free 
of taxation for the first two 
years, and levied by half for 
the following three years. 
Companies with over 70% of 
their products exported will 
be levied by 10% from the 
sixth year on. A 3% to 10% 
rate applies on income 
deriving from providing 
taxable services, transferring 
intangible assets, or selling 

It offers a wide range of 
commercial incentives 
including zero corporate, 
personal and income taxes 
for a period of 50 years. 
Also, under Jebel Ali Free 
Zone Offshore Companies 
Regulations 2003, the Zone 
allows the formation of an 
offshore company by 
individuals or corporate 
bodies, as a non-resident 
company, having a 
corporate legal entity. 
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buildings owned by 
the company and 
that are necessary 
for its activities. 
However, the 
following are not 
included in the 
exemption: (a) tax 
on sale and transfer 
of property; (b) 
taxes and fees 
imposed on the 
basis of the Law; and 
(c) taxes on fees on 
vehicles (which are 
payable to the 
Authority, ex Article 
10-B-8 of the Aqaba 
Law). Also, the 
income of a 
registered 
enterprise is subject 
to a 5% income tax. 
Banks and other 
financial institutions 
are subject to the 
regular income tax 
law. Sales tax is 
imposed on goods 
and services which 
are sold or rendered 
in the Zone. 

real estate. A 5% to 45% rate 
applies on individual taxable 
income (i.e., the individual 
monthly income that exceeds 
CNY800). A value-added tax 
(VAT) rate of 17% applies on 
commodities imported from 
the free trade zone and sold in 
the domestic market. A 
consumption tax (varying 
from 3% to 45%) applies on 
taxable consumption 
commodities imported via the 
free trade zone. In addition, all 
the equipment and materials 
transported from abroad to 
the zone for self-use by the 
administrative organs and 
companies in the zone, as well 
as the imported materials 
stored in warehouses, are 
exempt from customs duties, 
import-linked VAT and 
consumption tax. 
Transactions within the zone 
and exports are exempted 
from VAT. 
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4. Dispute 
resolution 

The director general of the PEZA has 
jurisdiction over protests, complaints 
and claims of residents and 
companies in the Zone with respect to 
administrative matters. All other 
issues seem to have been left to the 
jurisdiction of the regular courts. 

The Income Tax 
Court of Appeal has 
jurisdiction in 
hearing appeals on 
tax assessments and 
claims related to 
fines due according 
to provisions of the 
Law. The Customs 
Court of First 
Instance (and the 
Customs Court of 
Appeal regarding 
appeals) have 
jurisdiction over all 
customs offenses 
and violations 
committed contrary 
to the law. The 
Aqaba Court of First 
Instance has 
jurisdiction over 
environmental 
offenses, imposition 
and collection of 
damages, the release 
of goods seized in 
cases filed before it 
etc. 

There are special measures on 
the arbitration of personnel 
disputes and a decision of the 
Shenzhen Municipal People’s 
Congress on issues of 
strengthening of the civil 
execution of the People’s 
Court, whereby citizens, legal 
entities and other 
organizations shall execute 
“on their own initiative” the 
civil judgments and decisions 
which have already had legal 
effects. The Administrative 
Bureau’s Political Work and 
Personnel Department has the 
authority to handle public 
complaints, family plans, and 
other personnel affairs within 
the free trade zones. 

Any court in the Emirate of 
Dubai can order the de-
registration of a Free Zone 
company from the FZCO 
Register. There does not 
seem to be any special 
dispute resolution system 
in place at JAFZA. 

5. 
Accountability 

The PEZA Board has the duty to 
render annual reports to the 

The “Aqaba SEZ 
Authority” has an 
independent budget 

A development plan 
formulated by the Shenzhen 
government must be 

Each company is required 
to appoint auditors (from 
among those approved by 
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President and the Congress. and its accounts are 
post-audited by the 
Audit Bureau; it may 
appoint an auditor 
whose report should 
be submitted to the 
Council of Ministers. 

submitted to the Shenzhen 
Municipal People’s Congress 
for approval. At the same time, 
local opinion is sought and 
encouraged to increase the 
transparency and 
effectiveness of the 
government decision-making 
process. 

the Authority) to make a 
report on all annual 
accounts of the company 
and state whether they 
have been properly 
prepared. The company is 
to provide a copy of the 
auditor’s report to the 
FZCO Department. 

6. Financing  All funds of the former authority went 
to the new authority (the PEZA). Any 
sums needed to increase the new 
authority’s capital must now be 
included in the “General 
Appropriations Act” (national 
budget), and will be treated as equity 
of the national government. 
Additional funding shall come from 
(a) subsidies, appropriations and 
other assets of the former exports 
processing zone; (b) proceeds from 
rent of lands etc.; (c) proceeds from 
fees, charges and other instruments 
the PEZA is authorized to impose and 
collect; and (d) proceeds from bonds. 

The revenues of the 
Authority are budget 
funds, fees, taxes or 
returns, any fee in 
exchange for 
services rendered to 
others, fines and 
civil compensation, 
loans it obtains, aids, 
grants and 
donations. 

There is an agency fee for 
corporation establishment 
(collected by the agency 
company but investors a free 
to decide whether to choose 
an agency); there is a 
commercial registration fee; 
and a fee for capital 
verification. 

The Authority receives the 
payment of fees for the 
formation and registration 
of a company, for the 
receipt and review of 
documents, for 
maintaining and updating 
the FZCO Register and for 
the cost of any inspection 
and investigation. In 
addition, the Authority 
may require payment of 
such fees as it may 
determine in an annual or 
other period basis in 
respect of any company. 

7. Power to 
contract 

The director general of the PEZA (who 
is appointed by the President) 
represents the Zone “in all its 
business matters” and signs on its 
behalf (after approval by the board) 
all its bonds, borrowings, contracts, 

The Board of 
Commissioners is 
responsible for 
signing the contracts 
with entities to 
develop, operate and 

The Shenzhen Administrative 
Bureau, through its Economy 
Development Department, 
approves the incorporation of 
a company and issues and 
necessary licenses. Though 

The Jebel Ali Free Zone 
Authority seems to have 
the authority to enter into 
contracts with a Free Zone 
company, based on the list 
of its extensive powers 
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agreements and obligations made in 
accordance with the Act. Lands and 
buildings may be leased to foreign 
investors for up to 50 years 
renewable once for a period of up to 
25 years. Leasehold right under long-
term contracts may be sold, 
transferred or assigned. 

administer the Zone. 
The Chief 
Commissioner (the 
chief executive of 
the Authority) signs 
contracts on behalf 
of the Authority with 
third parties and 
represents the 
Authority before 
others. The 
Authority is entitled 
to dispose the 
State’s lands, which 
are not registered in 
the name of the 
Treasury, by means 
of leasing or 
investing according 
to regulations 
enacted specifically 
for this purpose. 

not clear which department 
has the power to enter into 
contracts with the companies, 
it seems likely that the 
aforesaid department is the 
one with such authority. See 
also Authority (pages 2-3 
above) for a description of 
each department’s powers. 

 

which includes that to 
grant permission to form a 
company in the Zone. The 
Certificate of Formation 
also has to be duly 
executed “by or on behalf 
of the Authority”. It is not 
clear, however, who 
represents the Authority. 
One possibility is that the 
FZCO Department does, as 
this was the department 
designated by the 
Authority for the 
registration of a company 
“and various other 
matters”, in particular the 
maintenance of the FZCO 
Register. 
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8. Exemptions  Banking laws and regulations apply to 
banks and financial institutions 
established in the Zones. National 
laws prevail over the Zone rules, 
unless there is a “clear intent” in the 
Zones Act (or other Acts of Congress) 
to vest the Zone with 
powers/privileges not otherwise 
allowed under existing laws. 

All laws in force in 
Jordan apply, and 
the provisions of the 
Aqaba Law prevail 
over any other 
conflicting 
legislation. 
Provisions of the 
Import and Export 
Law, and the 
provisions relating 
to incentives and 
limitations on 
foreign capital, do 
not apply in the 
Zone. 

It offers a number of policy 
advantages for a range of 
issues like corporate 
registration, customs 
administration, foreign 
exchange administration, 
taxation, export processing, 
warehousing and exhibition 
(“imported goods and 
“bonded vehicles”). A full list 
of what applies in free trade 
zone and non-free trade zone 
areas can be found at 
http://english.sz.gov.cn/ftz/2
00510/t20051008_1092540.h
tm  

The Implementing 
Regulation does not 
address the issue of 
exemptions in the Zone; 
the companies operating 
within the Zone should 
thus be governed by the 
UAE Federal Law no. 8 of 
1984 regarding 
Commercial Companies. 

 

http://english.sz.gov.cn/ftz/200510/t20051008_1092540.htm
http://english.sz.gov.cn/ftz/200510/t20051008_1092540.htm
http://english.sz.gov.cn/ftz/200510/t20051008_1092540.htm

