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UNI TED ARAB EM RATES

1. t i on

At the Doha summt in Decenber 2002, the six GCC
menber states agreed to create a GCC Custons Union by
January 1, 2003, a neasure that has |ong been contenpl ated
by the GCC Charter and the GCC Unified Econom c Agreenent.
The principal objective of the Custons Union is to create a
single custons zone anong the GCC nenber states. This
i nvolves the harnonization of duties on inports into the
GCC and the renmoval anong the GCC countries of custons
duties, charges and other obstacles to intra-GCC trade.

a. | npl enentation in the U A E. In the U A E.,
Federal Decree No. 55 of 2002 ratified a npdel GCC custons

law as an appendix to the anended GCC Unified Economc
Agreenment. The GCC nodel contains rules on such subjects as
the calculation of I nport duti es; prohi bitions and
restrictions; product identification (place of origin,
val ue, type); custons clearance (docunentation, inspection,
val uation of goods); paynent of custons duties, refunds,
transit goods, warehousing, free zones, tenporary entrance
and re-export; and exenptions. The nodel states that
inmports for diplomatic, mlitary, personal and household,
and charitable purposes shall be exenpt from duty. It also
provides that any claim for reinbursenent of custons duty
nmust be asserted within three years, while requiring the
custons authority to maintain records for five years.

Federal Law No. 19 of 2002 inposed a uniform 5% duty
on goods inported into the U A E. effective from January 1,
2003. The duty is inposed on the C&F value of the goods at
the port of arrival. The prevailing earlier inport duty had
been 4% however, Federal Law No. 19 of 2002 also
elimnated duty exenptions on many categories of inports,
effectively raising the inport duty on such itenms from 0%
to 5% The only exceptions to the 5% inport duty expressly
set forth in Federal Law No. 19 of 2002 are the punitive
100% inport duty on tobacco and tobacco products, the
exenption from inport duty accorded to fifty-three
categories of goods listed in the schedule to the Law, and
the exenptions granted pursuant to the GCC nodel I|aw
approved by Federal Decree No. 55 of 2002; an earlier
general exenption for inports for public projects was
el i m nat ed.



Federal Law No. 1 of 2003 established the Federal

Custons Authority, headquartered in Abu Dhabi. The
Authority was granted corporate status and was del egated
the powers to institute overall policy pertaining to
custons matters in the UAE in cooperation with the

custons departnents and to oversee the execution thereof;
to propose draft laws relating to custons matters and to
oversee the execution thereof; to regulate custons works in
the U A E; to propose duties relating to custons services,
provi ded that the sane be issued by Cabinet Resolution; to
prepare the regulations, rules, procedures, terns and
custons information applicable in the UAE ; to prepare
the rules and regulations pertaining to the conbating of
smuggling and fraud in relation to custons and to oversee
and to nonitor the execution thereof; to coordinate wth
the custons departnents regarding the consolidation of
joint custons services of such departnents; to control and
to inspect the enforcenent of the custons tariffs and
procedures, to unify docunents and data and to devise a
plan for joint training and devel opnent; to collect and to
publish custons data, information and statistics; to
represent the U A E in conferences and neetings at the
Arab, regional and international levels relating to custons
matters and to nonitor the execution of resolutions issued
thereby in cooperation wth the conpetent authorities in
the U A E; to execute the steps required by the nenbership
of the UAE in the GCC Custons Union and any other
custons unions; to invest the Authority’'s funds; and to
perform any other duties assigned to the Authority by the
Cabi net .

b GCC inplenentation. The GCC Finance Mnisters

have agreed common principles for the inplenentation of the
Custons Union. These include the inplenentation of a
unified custons tariff for non-GCC goods; uniform custons
regul ations and procedures; a single point of entry into
the GCC, free novenent of goods between the nenber states
W t hout custons restraints; and the according of national
treatnment to any itens manufactured in any nenber state.

The single point of entry for foreign goods wll be
any land, sea or air custons point linking a nenber state
with the outside world. The first custons point of a nenber
state at which inports arrive from outside the GCC shall
i nspect the goods, ensure that such goods conform w th the
i mport docunents and are free of contraband, and collect
the applicable custonms duty. Non-GCC commodities entering
the Custons Union fromany of the free zones are subject to



- 6—

custons charges. Unified conditions have been agreed for
the inmport of governnental goods and custons exenpt goods.

It has also been agreed to harnonize the rules on
prohibited itens. Itens prohibited in sone nenber states
shal |l be shipped directly to the inporting nenber state or
shall transit only those nenber states that permt the
rel evant itens.

For an initial period of three years, custons revenues
will be allocated on the basis of the final destination of
inmports. Agreenent on a permanent arrangenent thereafter
has not been reached. One option under consideration is
proportional distribution, based on the size of inports of
each country. Further subjects to be addressed include
allowng clearing agents to work in all nmenber states,
shared trade registration, conputer |inking of the nenbers
custons posts, and establishment of joint custons centers.

Not wi t hst andi ng the introduction of the Custons Union,
Saudi custons officials continue to inpose a 5% duty on
shi pnments from the UAE Oher problem issues include
preferential and protectionist mneasures applied by sone
menber states to their donestic industries.

Future expansion of the Custonms Union to the free
novenent of [abor and services and nonetary union is
contenpl ated. The GCC has approved a provisional tinetable
for nmonetary union in 2005 and a single currency in 2010.

2. riti rkets: Trading Fi r

New regulations permt a securities market to open a
trading floor at a location separate from the nmarket.
Resol ution No. 70 of 2003, pronulgated by the chairman of
the Securities and Comobdities Authority, defines such a

trading floor as a location belonging to a |licensed
securities market but located in an Emrate other than the
Emrate in which the market 1is |licensed, carrying on

securities trading under the supervision and control of the
mar ket to which it bel ongs.

Such a trading floor may be licensed with the approva
of the concerned local authority and pursuant to a license
i ssued by the Securities and Commodities Authority, provided
that certain conditions are net. The relevant securities
mar ket nust apply for the trading floor |icense and nust
itself hold a wvalid Ilicense from the Securities and
Commodities Authority. The trading floor nmnust have the



admnistrative and technical capability required for its
task and nust be electronically connected to the market. The
mar ket nust prepare internal regulations governing the
operation of the trading floor.

The market nmust provide a report to the Securities and
Commodities Authority every three nonths concerning the
conduct of business by the trading floor, including the
hours of operation, the volunme of trading, the nunber of
brokers and investors transacting on the trading floor, and
all other information that may be required to enable the
Securities and Comodities Authority to nonitor the trading
floor.

3. Mbt or Vehicle | nsurance Policies

M nor changes have been introduced to the wuniform
insurance policies that are required for operation of any
notor vehicle in the United Arab Emrates. On bal ance, the
changes introduced by Mnisterial Resolution No. 28 of 2002
and Mnisterial Resolution No. 76 of 2003 are favorable to
insured parties. The policy |anguage covering | oss or damage
to the insured vehicle now extends to | oss or damage ari sing
froma collision, an overturning, any accidental occurrence
or a sudden nechani cal breakdown or resulting from wear and
tear. Previously, coverage extended only to |oss or damage
arising from an accidental occurrence or a collision or
overturning that resulted from a sudden nechanical failure
or wear and tear. In addition, an insurance conpany that
wi shes to cancel coverage for |oss or danage may now do so
only if wvalid reasons for such cancellation exist, and
notice of such cancellation nust be copied to the Mnistry
of Econony and Commerce. Previously, it was required only to
provi de notice to the insured.

4. Adv lation n

The inplenmenting regulations for the Federal Advocacy
Law have been anmended pursuant to Mnisterial Resolution No.
618 of 2002. Instead of proceeding directly to the chanbers
of a licensed advocate for training, a newy qualified
advocate is now required to conplete a six nonth training
period wth the Training and Legal Studies Institute of the
Mnistry of Justice. Successful conpletion of this initial
training is to be followed by an assignnment to the chanbers
of a licensed advocate for further training.

SULTANATE OF QOVAN



Contributed by Trowers & Hamlins, Miuscat, Qran

1. Corporate Law Initiatives

a. Cor porate governance. Oman has continued to draw
fromthe spate of corporate failures in the West to devel op
its conpliance requirenents for corporate governance in
public joint stock conpanies. In January, Oman revised its
Code of Corporate Covernance, installing new regulations
regarding the conposition of the board, the requirenments
for audit commttees, non-executive directors, independent
directors, internal auditors and | egal advisers.

Currently, the board of directors of a public joint
stock conpany nust have between five and twelve directors.
The majority of these directors nust be non-executive, and
at least a third of the board nust be independent
directors. In addition, the roles of the chief executive
officer and chairman nust be separated. The functions of
the board of directors have been clearly set out, and there
must be a secretary appointed to the board for board
nmeeti ngs.

Audit comm ttees nust consist of at |east three board
menbers, all being non-executive and the nmmjority being
i ndependent. At |east one of these nenbers nust have
finance and accounting expertise. The audit commttee is to
nmeet at least four tinmes a year. |Its responsibilities
include reviewing the terns of engagenent of the conpany’s
auditors, reviewing audit plans, checking for financial
frauds and putting in place appropriate systens of
financi al accountability, over seei ng i nternal audi t
functions and internal control systens, review ng financial
statenents, and serving as a channel of conmmunication
bet ween the conpany’s external auditors and the board.

In addition to the audit commttee, the internal
auditor has certain functions and duties including
reviewi ng and exam ning procedures of internal control,
assisting the managenent of the conpany and identifying

weaknesses. I nt er nal auditors are also to provide
information to the board about the adequacy and
effectiveness of the conpany’s system of i nt er nal

adm ni stration and accounting and financial controls and to
review ways and neans of safeguarding assets. The interna
auditor also pronotes awareness of risk managenent issues
and reviews conplaints or recommendations from al

st akehol ders. The internal auditor will have the right to
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full, free and unrestricted access to all property,
personnel and records of the conpany. He nust have a high
degree of independence such that he is not assigned duties
or engaged in activities which he wuld normally be
expected to review or appraise.

A conpany’'s | egal advi ser Is assigned certain
responsibilities as well. He is to ensure conpliance wth
all applicable laws and regulations and with the internal
regul ations of the conpany. He nust update the conpany’s
constitutive docunentation in line wth changes in |aw and
prepare, review and approve contracts and agreenents which
the conpany enters into to ensure their conpliance wth
| egal requirenents. He also has a conpany secretarial role
approving agenda of board and shareholder neetings and
providing advice with regard to the convening and conduct
of neetings. The four principles of conduct which nust be
adhered to at all tinmes by the internal auditors and | egal
advi sers are t hose of integrity, objectivity,
confidentiality and conpetence.

Wth the addition and refinement of these checks and
bal ances in the corporate governance of Oman, it has to be
noted that Oran nust be one of the leaders in the Mddle
East region in ensuring conpetency, effectiveness and
accountability in public conpany affairs.

b. Doing business. Having joined the Wrld Trade

Organi zation, Omn is now in the process of making the
establishment of a foreign business presence sinpler,
cheaper and nore attractive. Oman has relaxed several of
its visa requirenments and is currently in the process of
renewing its Foreign Capital Investnent Law Indications
are that the mninmum capital requirenent for setting up a
[limted liability conmpany in Oman, which currently stands
at R O 150,000, wll be reduced to RO 20,000. 1In
addition, it is reported that changes are being prepared
such that suitable foreign conmpanies wll be able to
establish branch offices in Orman w thout the need to have a
contract wth the government or a quasi-governnental
entity. Branch offices are attractive, as they may concl ude
contracts and enploy staff but do not require an Omani
partner’s participation for their establishnent.

2. | nsur an ver Forfeit for Failur
to Disclose New Ri sks
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In a recent judgenent, the Suprene Court, the highest
court in Oman, held that an insurer was entitled to deny
coverage to an insured party who had breached the terns of
the insurance policy by failing to disclose new risks to
the insurer.

The di spute involved a contractor's all risk and third
party liability insurance policy in respect of a warehouse
under construction. One of the conditions of the insurance
policy was that the insured nust notify the insurer about
new circunmstances that increase the insured risks. Wile
construction was underway, the owner of the warehouse
transferred and stored goods wthin the construction area.
The packagi ng of these goods was inflammuable, and the goods
were stored an insufficient distance away from the buil ding
works. A fire erupted, destroying the warehouse and all of
its contents.

The appeal court, narrowy construing the grounds for
forfeiture of coverage, held that coverage could not be
deni ed, because it was not shown that the insured acted in
bad faith, which is ordinarily required as a matter of
custom The Suprene Court agreed that there was no bad
faith on the part of the insured. However, the Suprene
Court went on to observe that bad faith on the part of the
insured was not stated in the policy as a requirenment for
forfeiture of coverage. Furthernore, the Insurance Law sets
out certain policy conditions that courts may not enforce,
but these do not include conditions requiring notice of
i ncreased risks. As a principle of contract, t he
contracting parties are free to include whatever conditions
they desire, and the court should enforce any condition
t hat does not violate public order.

The Suprene Court went on to observe the inportance of
notifying the insurer of any developnents or changes
affecting the insured risk. The risk is the nmain subject of
the insurance policy and is the subject of a joint
obligation between insurer and insured. The insured is
obligated to pay premuns to insure hinself against the
risk, and the insurer is obligated to pay the anopunt of the
coverage if the risk materializes. The obligation to notify
of increased risk is ongoing, in continuation of the
insured's obligation to provide the necessary information
in the first place.



11—

Edited by Amjpad A Khan, Esq.
Charl es S. Laubach, Esq.
Afridi & Angell

Afridi & Angell 2003

Afridi & Angell 2003



