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Dubai Market Entry:
Contractor Procurement
& Governance Playbook

How a mid-market developer entering Dubai selects, contracts and governs the right
construction partner for a AED 50-300M project — avoiding the Mismatch Trap that
quietly destroys IRR.

m The cardinal error: hiring a Tier-1 ‘'super contractor' whose 12—18% preliminaries and low prioritisation
crush mid-market economics

m Target profile: elite Tier-2 specialist — DM-classified for your height/ GFA, 6—10% OH&P, direct owner
access

m A four-dimensional pre-qualification framework and a disciplined 10-week closed procurement funnel
m FIDIC Red Book with UAE-specific Particular Conditions, plus a strict tripartite governance model
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Executive Summary

Entering Dubai's hyper-competitive real estate market demands a radically different procurement posture than
Indian metros. For a mid-market project, developer returns hinge less on squeezing the lowest bid and more on
matching contractor capacity and flexibility to project scale. The cardinal mistake — the "Mismatch Trap"
— is hiring a Tier-1 super contractor (e.g. ALEC, ASGC) to execute a AED 50-300M mid-rise tower. Tier-1 firms
carry double-digit preliminaries and will relegate a small developer to a low-priority account. The optimal partner is
an elite Tier-2 contractor: licensed for the required height and GFA, financially resilient, lean on overhead
(~6-10% preliminaries, ~10-12% OH&P), and structurally motivated to treat your project as a core account with
its best team and direct executive access.

This playbook sets out five controls: (1) match the project to a Dubai Municipality—classified contractor; (2) screen
financial strength, bonding capacity and regulatory record rigorously; (3) run a closed RFI/RFP funnel — 8-10
firms long-listed, 3-5 shortlisted, awarded in 10 weeks; (4) contract on FIDIC Red Book with UAE-specific
Particular Conditions; and (5) enforce a strict tripartite Developer—Consultant—Contractor governance model to
control variations and disputes. Fit and governance — not prestige — preserve capital efficiency, handover
timelines and IRR.

6—-10% 10 wks 3-5 10%+10% 10 yrs

target Tier-2 RFI to contract shortlisted bidders performance + non-waivable decennial
preliminaries award from 8-10 long-list advance bonds liability (Art. 880)

1. Target Contractor Profile: The Elite Tier-2 Specialist

1.1 Why Tier-1 destroys mid-market economics

Tier-1 mega-contractors are built for infrastructure and super-high-rise work (AED 500M+). Their cost structures
— 12-18% preliminaries and deep management layers — are priced into every bid, and a mid-market client will
always be a minor account: slower decisions, thinner site teams, weaker escalation access. A well-capitalised
Tier-2 firm (e.g. Al Sahel, UNEC, Prestige) whose sweet spot is AED 50-300M inverts every one of those
dynamics.
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6-8 pts of contract value
15 - preserved on a AED 50-300M job
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Exhibit 1 — Preliminaries / overhead burden: Tier-1 versus elite Tier-2 (indicative ranges, % of contract value).

Tier-1 'super contractor' Elite Tier-2 specialist

AED 50-300M mid-rise residential /

Sweet spot AED 500M+ infrastructure / super-high-rise .
commercial
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Tier-1 'super contractor' Elite Tier-2 specialist

Preliminaries / OH&P 12—-18% preliminaries; heavy layers 6—10% preliminaries; ~10-12% OH&P
Your account status Minor account; low escalation priority Core account; owner-level attention
Decision speed Slow — deep management hierarchy Fast — direct owner / MD involvement
Team assigned B-team likely on small jobs Best project team, dedicated leadership

1.2 Dubai Municipality classification is the gate

Dubai Municipality licenses contractors by formal grade based on permitted floors and GFA (e.g. a G+12 licence
for a 12-storey tower). For a mid-rise G+10 project, every bidder's current classification must match or exceed
that scale — verify directly in the DM registry or the Invest in Dubai portal before shortlisting, not after.

1.3 Financial and bonding resilience under the escrow regime

Dubai's strict escrow law (Law 8/2007) locks off-plan sales proceeds until certified milestones — so the contractor
must bridge 60-90 days of cash burn before payments flow. Screen for: (a) liquidity — audited financials
showing working capital for early-stage execution; (b) bond capacity — the ability to issue 10% Performance and
10% Advance Payment bonds through UAE banks without straining credit lines; and (c) payment reputation —
evidence that major MEP and facade subcontractors are paid on time, rather than new-project cash covering old
losses.

1.4 Regulatory record, asset experience, supply-chain control

Onsite delays in Dubai usually stem from bureaucratic holdups, not concrete pours. Verify a documented history
of clearing DEWA connections, Civil Defense (DCD) occupancy and fire certificates, district-cooling sign-offs
(Empower/Tabreed) and master-developer permits (JVC, Business Bay). Demand three comparable towers —
same height, typology and neighbourhood — delivered in the last five years: a villa specialist will struggle with
tower logistics, and a Dubai South greenfield builder may not know Arjan's truck routes, night-pour rules or curfew
permits.

Finally, prefer contractors with in-house capability on critical trades. MEP typically represents ~30% of tower cost
and the highest technical risk; in-house MEP control avoids finger-pointing between civils and services subs.
Ownership of formwork, glazing or joinery workshops insulates the project from market shocks. Avoid any
builder proposing to subcontract 80%+ of the work — that model outsources your risk.

MEP works
mmm Structure & civils
B Facade & envelope
Finishes & other

Typical tower
cost mix

Exhibit 2 — Typical residential-tower cost mix: MEP (~30%) is the single largest technical-risk package.
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2. The Four-Dimensional Pre-Qualification Framework

Score every bidder across four dimensions rather than on price alone. A low bid from a non-compliant or
financially weak firm is a recipe for failure.

What to verify Evidence required

I. Financial &
bonding strength

II. Regulatory
credentials

Ill. Asset-class
expertise

IV. Supply-chain
control

Bond and credit headroom for 10% Performance
+ 10% Advance bonds; 2—3 months of
payroll/materials fundable internally before
escrow releases; no hidden encumbrances.

DM licence grade and trade categories covering
project height/GFA; engineer registrations; staff
Professional Competency Certificates current.

Proven delivery of the exact building type and
familiarity with the micro-location (logistics,
curfews, traffic restrictions).

Share of in-house scope (MEP, fagade, joinery);
reliance on external brand-name subs flagged
as leverage risk.

Scoring discipline

3 years' audited accounts; bank confirmations;
subcontractor credit checks / interviews with
major MEP & structural subs.

DM / Invest in Dubai registry extract; PCC
copies; project schedule reviewed for permit
delays.

Portfolio of 23 delivered comparable towers (last
5 years); interviews on formwork systems, crane
reach, vertical logistics.

Work-package breakdown; equipment and
inventory lists (formwork systems, piling rigs,
tower cranes owned vs hired).

Weight the four dimensions before bids arrive and hold the weights fixed. The framework's value is that it
winnows the long-list to 3-5 genuinely qualified candidates — price then becomes a tiebreaker among
firms that can all actually deliver.

3. The 10-Week Closed Procurement Funnel

A disciplined, phased, closed process (no public tender) keeps bidders honest and focuses effort on compliance
and quality rather than endless low-ball bids. All bidders receive identical data under NDA.

RFP shortlist (Wk 3-6) --. 5 firms

VE finalists (Wk 7-8)

2 firms

Award (WK 9-10) . 1 firm

0 2 4

6 8 10 12

Number of contractors remaining

Exhibit 3 — Procurement funnel: from 8-10 firm long-list to single award in 10 weeks.
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Consultant + developer issue RFI to 8-10 pre-selected firms. Required: 3 years'
audited accounts; active-project list (capacity check); CVs of proposed site
leadership; insurance proof (Workmen's Comp, Third-Party Liability); DM licence
and bond evidence.

1. Market sourcing & RFlI

2. RFP & tendering

3. Commercial alignment
& VE

4. Negotiation & award

1-2

3-6

9-10

Full RFP to shortlisted 3-5 firms: complete IFC drawings (architectural, structural,
detailed MEP), elemental BOQ, specifications book, draft contract with employer's
Particular Conditions. 3—4 weeks for technical + commercial submissions; variations
from base design must be justified and priced.

Commercial levelling — strip hidden markups/omissions to a common baseline.
Structured Value Engineering workshops with top 2 bidders targeting 5-8% cost
reduction without degrading buyer-facing specifications; tests each contractor's

flexibility and transparency.

Final commercial points (payment milestones, mobilisation schedule). Letter of
Award enables site mobilisation and DM permits; all bonds, insurances and
guarantees in place before any financial release.
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4. Contract Structuring — FIDIC & UAE Law

Dubai projects invariably run on FIDIC-based forms. With design already complete, the FIDIC Red Book (1999) is
preferred: the employer retains design control and the contractor prices against a bill of quantities. It is the most
common FIDIC form in the UAE. The Yellow Book (contractor design, lump sum) buys upfront price certainty but
at a premium — and it severely limits the developer's ability to alter scope mid-stream. Given Dubai's pace and
the primacy of quality, Red Book flexibility is usually worth the trade.

Mandatory UAE-specific Particular Conditions

Decennial liabilit Strict, non-waivable 10-year joint liability of Require a decennial liability insurance

. Y contractor and designer for total/partial collapse or certificate; secure the residual risk via

(Civil Code Art. 880-883) . .
latent structural defects after handover. long-term retention of a payment portion.

Contractor must notify the Engineer in writing within
28 days of any claim event. UAE courts (incl. a

. . . . Restate the time-b licitly in Particul
28-day notice time-bar recent DIFC Court of Appeal ruling) enforce this as estate fhe fime-bar explicifly in Fartictiar

Conditions; align internal records so

(FIDIC 20.1/20.2) a condition precedent — a missed notice . .
o . notices are logged and answered on time.
extinguishes relief even for employer-caused
delay.

Cap LDs at ~10% of contract sum; set the
daily rate to reflect real carrying costs, lost
sale revenue and potential RERA claims —
defensible under Art. 390.

Delay LDs protect off-plan buyers (who can claim
refunds on handover drift). Courts may adjust LDs
to actual loss if excessive.

Liquidated damages
(Civil Code Art. 390)

Insist on on-demand bonds; never

Standard practice: 10% Performance Bond + 10%
contractually rely on advances beyond the

Bon row
onds & escro Advance Payment Bond from a UAE bank. RERA

alignment o ) first major milestone; align the payment
escrow releases funds only at certified milestones.
schedule to the escrow release plan.
Market standard: arbitration under DIAC, seat Specify the final forum (DIAC/ICC/LCIA)
Dispute resolution Dubai, English language, UAE Federal Arbitration even where Engineer/DAB steps precede
Law (2018). it.

5. Execution Governance — The Tripartite Model

Dubai execution follows a strict tripartite chain: Developer — Lead Consultant ("Engineer") - Contractor. The
developer funds the work, but every instruction must flow through the Engineer. Direct verbal or written orders
from developer staff to the contractor violate FIDIC procedure and can void liability protections. The Engineer
certifies monthly payments against measured work, evaluates claims, and issues formal Engineer's Instructions
(Els) for every design change or acceleration order — preserving the professional chain of liability and ensuring
changes are properly priced.

5.1 Variation order control — the single biggest cost risk

1 RFI raised Contractor identifies a discrepancy or requested change via RFI.

2 Engineer's Instruction Engineer issues an El formally defining the new scope.

3 Pricing (14 days) Contractor prices the change within 14 days using contract rates and unit prices (per
FIDIC).

4 Engineer review Engineer adjusts for reasonableness and submits a technical recommendation.

5 Written VO signed Developer signs a written Variation Order before any changed work proceeds. Unpriced

or unauthorised work is rejected; all VE savings or added costs captured transparently.
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5.2 Three-tier dispute ladder — keep the site moving

Engineer renders an interim decision on entitlement;

1. Engineer's . .
contractor must continue work per that decision even

Determination

Engineer typically has 42 days to
respond to a detailed claim.

if disputed.
. . CEO/MD-level meeting between developer and Within 14 days of objection;
2. Executive escalation . . - .
contractor leadership seeking amicable settlement. structured but non-binding.
N Binding arbitration — seat Dubai, English language, Final, expedited resolution; routinely
3. DIAC arbitration o
rati UAE Federal Arbitration Law (2018). enforced by UAE courts.

6. Recommendations & 90-Day Action Plan

1. Engage the Lead Consultant first. A reputable local Engineer drives credible pre-qualification scoring,
drafts the RFP, and later issues Els — early involvement is non-negotiable.

2. Launch the RFI in Week 1. Emphasise required DM licence grade and financial transparency; reject any
firm failing the 4-D framework outright.

3. Lock the shortlist by Week 3 (3-5 bidders) and issue the full RFP. Award to the lowest bidder that meets
all criteria — compliance before price.

4. Contract on FIDIC Red Book with the UAE Particular Conditions above (Art. 880 decennial, 28-day
time-bar, LD cap); have legal cross-check against the Civil Code and RERA escrow schedule.

5. Stand up governance before mobilisation: document the VO workflow, define the Engineer's authority,
and train the project team that every issue routes through the Engineer.

6. Stress-test in the first 60 days: weekly progress reporting, close audit of payment certificates, verification

of bonds/insurances — and keep equity withdrawals and further off-plan sales conservative until occupancy is
assured, given joint decennial risk.

The bottom line

Prestige logos do not protect IRR — fit and governance do. A carefully chosen Tier-2 specialist,
screened on four dimensions, contracted on a UAE-hardened FIDIC Red Book, and governed through a
disciplined tripartite model gives a first-time Dubai developer its best odds of on-time, on-budget
handover.

Sources: UAE Civil Code (Arts. 390, 880—883); RERA escrow regime (Law 8/2007); Dubai Municipality contractor classification
standards; FIDIC 1999/2017 suites; Dentons and Turner & Townsend market commentary on UAE contract forms and overhead
norms.
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