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UNI TED ARAB EM RATES

1. Sponsor shi p Transfer

Cabinet Resolution No. 18 of 2005 establishes new
rules for the transfer of enployees, while also repealing
Cabi net Resolution No. 30 of 2001, which had nade transfer
of enploynent available to nine specific categories of
enpl oyees (see the Novenber 2001  edition of this
Newsl etter).

The new Resolution allows enployees in all categories
to transfer from one enployer to another. However, the
nunber of such transfers is limted for nost categories of
enpl oyees, and nost enployees are now subject to stricter
| ength of service requirenents prior to transfer.

In general, the transfer of an enployee may be
approved by the Mnister of Labor and Social Affairs if (1)
t he enpl oyee holds a valid residence visa in his passport,
(2) no nationals of the U A E or other GCC states who seek
enpl oynment could fill the vacant position to which the
enpl oyee wll be transferred and (3) the enployee has
served the required period of time wth his current
enpl oyer. Holders of naster's and doctorate degrees shall
be subject to a one year length of service requirenent and
may transfer their enploynment an unlimted nunber of tines.
Hol ders of bachelor's degrees or the equival ent are subject
to a length of service requirement of two years and may
transfer only twice during a single continuous term of
residence in the U AE OQher categories of enployees are
subject to a mnimum three vyear length of service
requi renent and may transfer enploynent only once during a
single continuous period of residence in the U A E Length
of service requirenents may be waived by the Mnister
agai nst paynent of a Dh 3,000 supplenentary fee in each
case.

A sponsorship transfer fee is inposed in the anmount of
Dh 1,500 for the holder of a master's or doctorate degree,
Dh 3,000 for the holder of a bachelor's degree or the
equi valent, and Dh 5,000 for any other category of
enpl oyee. The Mnister my approve the transfer of
sponsorship of enployees of all categories wthout regard
to the length of service requirenent if both enployers are



| ocated in the same Emrate and owned by the sanme person,
against a fee of Dh 500 for each enployee; however, the
normal transfer fees of Dh 1,500, 3,000 and 5,000 wll
apply if the places of work are located in tw different
Em rates.

The new Resolution also contains rules governing the
tenporary secondnent of enployees in the construction and
buil ding sector. This is a provision that is likely to be
of particular value to manpower supply conpani es. Enpl oyees
may be seconded to enployers in the construction and
buil ding sector if (1) the nunber of enployees is no |ess
than 20, (2) the enployer applying for the enployees has a
requi r enent for t he enpl oyees I n accordance with
information available to the Mnistry of Labor and Soci al
Affairs, (3) the current enployer consents to the
transaction and (4) the new enployer pays the applicable
fee. The fees for secondnent of an enployee are Dh 1,500
for secondnent of not nore than 3 nonths, Dh 2,000 for
secondnment of nore than 3 nonths but not nore than
6 months, Dh 2,500 for secondnent of nore than 6 nonths but
not nore than 9 nonths, and Dh 3,000 for secondnent of nore
than 9 nonths but not nore than 1 year. Fees may be doubl ed
in the event that the conditions for secondnent are
breached. An enployer who commits a violation may also be
denied the right to recruit new enployees for a period of
six months fromthe date of paynment of the doubl ed fee.

2. Bank Guar ant ees for Enpl oynent

The rules on bank guarantees for enploynent have been
revised again. The new rules are contained in Cabinet
Resol ution No. 19 of 2005, which also addresses fees for
Labor transactions generally and introduces for the first
time incentives in the fee structure for enploynent of
U A E nationals.

Enpl oyers are now to be classified into category A,
category B and category C. The |lowest fees are payable by
category A enployers, while the highest fees are payable by
category C enployers. The criteria for classifying an
enpl oyer are its conpliance wth the |law and regul ations,
Emratization of its workforce, and cultural diversity.
Al though not expressly defined, the cultural diversity
el enent appears to reward enployers who enploy staff from
multiple nationalities and to penalize those wth a
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concentration of enployees (in excess of 30% of a single
nationality.

Category A enployers have no |abor violations, have
achieved their Emratization targets, and have a cultural
diversity ratio of 30% or less. If any of these criteria
are not satisfied, then the enployee will be classified as
category B. A category C enployer is an enployer that has
hired enployees who are guilty of violations, has not
complied with its Emratization requirenments or has a
cultural diversity ratio of 75% or nore.

Emratization targets are set at 4% of workforce for
banks, 5% of workforce for the insurance sector, and 2% of
wor kf orce for enployers operating in the comercial sector
with at |east 50 enpl oyees. Enployers that are not subject
to express Emratization |evels but nevertheless achieve
Emratization of 2% shall be classified as category A,
provided they conmply wth the other requirenents for
classification in category A

Category A enployers are exenpted from the requirenent
to submt bank guarantees in respect of their workforce
Category B enployers are required to submt a bank
guarantee in the anmount of Dh 3,000 for each enployee up to
the first 500 enployees hired, and a guarantee in the
anount of Dh 1,000 for each enployee in excess thereof,
subject to a maxi mum anount of Dh 3 million. An enployer in
category C is required to submt a bank guarantee in the
anount of Dh 3,000 for each enployee, subject to a nmaxi mum
of Dh 5 mllion.

Exenpt from the requirement to submt bank guarantees
are industrial facilities licensed by the Federal Mnistry
of Finance and Industry enjoying priority in the granting
of privileges and exenptions; conpani es founded or
partially owned by the federal governnent or a |ocal
governnent; public authorities, corporations and conpanies

operating the sectors of o0il, gas, mning, banking,
i nsurance, tourism or notels; sole proprietorships wholly
owned and personally managed by nationals of the UAE., if

supported by corporations and funds dedicated to the
support of youth and Emratization projects; and public
wel fare societies, cooperative societies, and national
corporations working under the supervision of the Mnistry
in the fields of social care and devel opnent.



The bank guarantees are designed to cover the costs of
repatriation of an enployee, other enploynent entitlenents
of the enployee, and the enployee's death benefits. The
Mnistry or the enployee may apply to the courts for an
order to pay entitlenents fromthe rel evant bank guarantee.
The new neasure repeals and replaces the earlier Cabinet
resol utions on fees, penalties and bank guarantees.

3. Al nt an nd Audi r

Cabi net Resolution No. 13 of 2005 grants a further two
year extension in respect of the obligation to conply with
the provisions of the new Law on Auditors and Accountants,
enacted in 1995 (see the January 1996 edition of this
Newsl etter). The recently granted extension is scheduled to
expire on July 1, 2007.

4. | npl ementi ng Regul ations for Privatized
Tel ecom Sect or

The inmplenmenting regulations to the new tel ecom sector
| aw have been pronmulgated, in the form of a Resolution of
the Suprenme Conmttee for the Supervision of t he
Tel ecomruni cations Sector. Chapter 1 of the new Resol ution
deals with the organizational structure of the GCeneral
Authority for Regulation of the Tel econmunications Sector
which is also known as the Tel ecommunications Regulatory
Authority or TRA. Chapter 1 provides that the TRA shall be
governed by a board of directors conposed of five nenbers,
including the chairman and the general manager. They shal
be appointed by resolution of the Supreme Conmmttee and
serve for terns of four years. The nenbers of the board
shall have no civil liability for acts taken in good faith
as board nenbers.

Chapter 2 provides that |icenses and equi pnent permts
shall be granted pursuant to detailed specifications
promul gated by the Supreme Conmttee. The Suprene Committee
shall have the authority to issue Ilicenses. Equipnent
permts shall be issued by the TRA in accordance wth
specifications pronulgated by the TRA board of directors.
Chapter 3 deals wth connections to the public telecom
net work, approvals for which shall be granted by the TRA
Chapter 4 governs the use of the frequency spectrum which
shal |l be deenmed to be national wealth adm nistered and used
by the TRA. Chapter 5 deals with the internet network, and
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Chapter 6 contains general and concl udi ng provisions.

5. Protection of the Ozone Layer

The United Arab Emrates has joined the Vienna
Convention for the Protection of the (Ozone Layer and the
Montreal Protocol on Substances that Deplete the Ozone
Layer. Parties to these agreenents are obliged to adopt
appropriate legislative and adm nistrative neasures and to
cooperate in harnonizing the control, limtation, reduction
and prevention of human activities that have or are l|ikely
to have adverse effects resulting from nodification or
likely nodification of the ozone layer. In addition to
[imtations on em ssions of Chlorofluorocarbons and other
substances, parties to the agreenents are obliged to
cooperate in respect of research, assessnent, |egal
scientific and technical matters. The Protocol contains
further restrictions on trade of CFC s and other controlled
substances wth states that are not parties to the
Pr ot ocol

6. Kyot o Pr ot oco

The United Arab Emrates has ratified the Kyoto
Protocol to the United Nations Framework Convention on
Cimate Change, a convention that the U A E joined in 1995
(see the February 1996 edition of this Newsletter).

The Kyoto Protocol inposes an obligation on each Party
that is listed in Annex 1 to the Protocol to achieve
specified reductions in carbon dioxide equival ent em ssions
by specified deadlines. Parties to the Protocol that are
not listed in Annex 1 (such as the U A E ) are subject to
nore general obligations to fornulate and inplenent
policies for the reduction of emssions affecting the
climte.

7. icial ration Tr wi th Paki n

Federal Decree No. 12 of 2005 ratifies a treaty
between the U A E. and Paki stan on the service of judicial
and extra-judicial docunents, the taking of evidence, and
the recognition and enforcenent of judgnents in civil and
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commercial matters. The treaty establishes rules for the
service of docunents from one country in the other country
through the Mnistry of Justice in the country where the
docunents are to be served. The treaty also establishes
rules for cooperation in the taking of evidence. Al so
ratified was a separate bilateral treaty on extradition.

Wth regard to the enforcenent of judgnments, each
country undertakes to recognize and enforce final and
enforceabl e judgnents passed by the courts of the other
country in civil, comercial and personal matters. The
provisions of the treaty do not apply to interim or
provisional matters or to matters of taxation or fees. The
courts of the state in which enforcenent is sought are
directed not to review the nerits of the dispute when
enforcing the judgnent of the courts of the other country.

Wth this treaty, Pakistan becones the fifth non-Arab
League nenber state to sign a bilateral treaty with the
UAE for the nutual recognition and enforcenent of
judgnments. The other countries wth simlar treaties are
France, India, Arnmenia and China.

8. TI EFA r nt with it

Federal Decree No. 40 of 2005 ratifies the Trade and
| nvest ment Framework Agreenent between the U A E and the
United States of Anerica. The TIFA provides a framework for
t he ongoi ng negoti ati ons between the two countries towards
the finalization of a bilateral Free Trade Agreenent. The
U A E stands to be the fifth Arab League nenber state wth
a bilateral Free Trade Agreenent with the United States,
after Mrocco, Jordan, Bahrain and Oman.

The TIFA provides for the establishnment of a United
Ar ab Em rates-United St ates Counci | of Tr ade and
I nvestnent, directed to neet at I|east once a year to
pronote econom c cooperation between the two parties,
including the eradication and renoval of inpedinents to
trade and investnent. Reports indicate that conclusion of a
Free Trade Agreenent is expected during |late 2005 or early
2006.

9. i International Arbitration nt er

Dubai Law No. 10 of 2004 creates t he Dubai
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International Arbitration Center. The new arbitration
center has its own juristic personality and financial and
adm ni strative independence. The center is governed by a
board of trustees conposed of 21 nenbers experienced in the
field of arbitration appointed by the Ruler of Dubai for
three year terns of office. The new arbitration center
repl aces t he earlier Conci liation and Conmrer ci a

Arbitration Center of the Dubai Chanber of Comerce &
I ndustry; it shall assune all of the rights and obligations
of the earlier center, the staff of the earlier center

shal | transfer to the new center, and the rules of
commercial conciliation and arbitration of +the earlier
center shall continue to be followed until new rules are

pr omul gat ed.
10. [ it iLn h ver nnent

Sovereign immunity does not exist in the UAE as a
general principle of law, although Iimted sovereign
imunity exists pursuant to statute.

I munity from suit exists only in the Emrate of
Dubai . Pursuant to directives of the Ruler of Dubai dating
back to 1971, the Governnent of Dubai and the Ruler of
Dubai enjoyed imunity from suit wunless a waiver of
immunity was granted by the Ruler in each specific
instance. This immunity has now been narrowed by Dubai Law
No. 10 of 2005. There is no general inmunity against suit
on the part of the Governnent of Dubai, although it
continues to be the case that the Ruler, the Deputy Ruler
and the Crown Prince may not be sued w thout obtaining the
prior approval of the Ruler. A party wshing to bring suit
agai nst the Governnent of Dubai nust first nmake a witten
subm ssion containing full details of the claim to the
| egal advisor to the Governnment of Dubai. If an am cable
solution is not achieved within two nonths, then the
plaintiff may have recourse to the conpetent courts.

Law No. 10 of 2005 expressly provides that no debt or
l[iability of the Ruler or the Governnent may be recovered
by way of attachnent. Instead, judgnments against the
Governnent shall be submtted to the Director of the
Ruler's Court, and judgnents against the Ruler shall be
submtted to the Ruler, for an order as to execution. In
this respect, Dubai is in harnony with the Federal courts,
which are |ikew se prevented by the Federal Code of GCivi
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Procedure from initiating execution proceedings against
public assets.

SULTANATE OF QOVAN

Contributed by Trowers & Hamlins, Muscat, Oman

1. A Tine of Change in the Sultanate of Qman

Recent nont hs have seen various changes in the |aws of
the Sultanate of Oman. These include anmendments to the
Commercial Conpanies Law, which 1is «crucial to those
conducting business in Omn, and a new postal law In
addition, there have been several new decrees to progress
t he devel opnment of the Yitti Beach Resort. Below is a quick
summary of the main devel opnents:

a. Roval Decree No. 44  of 2005, Anending the

Commercial Conpanies Law. Article 13(8) has been anmended
regarding the procedure for nergers. There is now a

provision allowing the Mnister of Cormerce and Industry to
reduce the inplenentation period for a nerger to less than
three nonths if it is in the public interest. The other
principles regarding objection and registration remain the
sane.

b. Royal Decree No. 48 of 2005 -- Postal Law. This
provi sion establishes the Oran Posts Co. SACC, which wl

be wholly owned by the Governnent. It is likely that this
decree will lead to future changes in the postal system and
better efficiency of the service. It marks another step

towards privatization in the Sultanate.

C. Royal Decrees Nos. 49-51 of 2005 -- Yitti Beach
Resort. The developnment area has been declared a public

utility project in a series of decrees. This project has
received attention as one of several ongoing major tourism
initiatives around the country.

d. Royal Decree No. 61 of 2005, Anmending the Land
Law. Article 1 of the Land Law, Law No. 5 of 1980, has been

anended so that foreigners and Omni conpani es can benefit
fromits provisions follow ng approval from H s Majesty the
Sultan on a recommendation from the Council of Mnisters.
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This is in addition to the current exenption which can be
provi ded by special Royal Decree. This is the nobst recent
change in a long list of provisions making land in the
Sul tanate nore accessible to foreign investors as part of a
strong focus on tourism and devel opnent in the interest of
t he nati onal econony.

e. Roval Decree No. 66 of 2005, Amrending the

Commercial Agencies Law. Article 7 has been anended and has
particular inplications for mlitary sales agencies. The
purchase of weapons, anmmunition or mlitary equipnment
concluded by the security and mlitary authorities directly
with the dealer shall be exenpted from the requirenent to
deal exclusively wth the appointed agent. This wll
provide greater freedom for the mlitary but could have a
nore negative inpact on the agents invol ved.
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N TED STATES/ | NTERNATI L

1. tion 1

The United States Trade Representative (the "USTR')
has announced the U. S. governnent's decisions in respect of
its annual review under the "Special 301" intellectual
property provisions of the Trade Law. Anmong the countries
covered by this newsletter, Bahrain, Egypt, Kuwait, QOman,
Paki stan, Saudi Arabia, and the United Arab Emrates were
referenced in the USTR s announcenent.

Egypt, Kuwait and Pakistan were kept on the priority
watch list. The U S. government places countries on the
priority watch |ist because of a lack of adequate and
effective intellectual property protection or market access
that is particularly troublesone to the U S. As reasons for
el evation of Egypt to the priority watch list |ast year,
the USTR s announcenment referred to marketing approvals for
| ocal |y produced copies of patented pharmaceutical products
and to deficiencies in FEgypt's copyright enforcenent
regime, judicial system and trademark enforcenent. The USTR
stated that these problenms continued to be unresolved this
year.

Kuwait was kept on the priority watch |ist because of
its high rate of copyright infringenent and its failure to
amend its copyright law Pakistan was retained on the
priority watch |ist because of high overall counterfeiting
| evel s.

Saudi Arabia was kept on the watch list. The U S
governnent uses the watch list as a neans of nonitoring
progress in inplenmenting commtnments with regard to the
protection of intellectual property rights and providing
mar ket access to U S. intellectual property products. The
USTR stated that |egal protections are inproving, but that
greater progress is required.

The other countries that were referenced in the USTR s
report renmained off both the priority watch list and the
watch list. The announcenent referred to negotiations
currently underway wth both Bahrain and the U A E. toward
concl usion  of bi | at er al Free Trade Agreenents. The
announcenent also referred to several inprovements in
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intell ectual property protection in Kuwait.
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