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UNL TED ARAB EM RATES

1. Securities Regulations: Functioning of
Securities Markets

Three new Resol utions pronul gated by the Securities and
Conmodities Authority represent the final set of basic
securities regulations in the UAE that were specifically
contenplated by the Securities and Commodities Law, Federa
Law No. 4 of 2000. Two Resolutions, reported previously,
address arbitration of disputes and trading, setof f,
settlenent, transfer of ownership and saf ekeeping. The third
Resol ution, discussed here, regulates the functioning of the
securities markets. The relevant regulations are set forth
in Resolution No. 3 of 2001 of the Securities and
Conmodi ties Authority.

Resol ution No. 3 provides that no narket nay conduct
trading in securities and commodities unless the market has
been licensed by the Securities and Commobdities Authority.
The new Resolution inposes a nunber of substantive
requi renents on such licensed narkets. Such a market nust be
established by the concerned authority in the relevant
Emrate and adm nistered by a board of directors appointed
by the concerned authority, and no board nenber nmay be a
menber of the board of directors of a public joint stock
conpany or be a broker. The market nust have a D rector
Ceneral and a Deputy Director General, assisted by enpl oyees
and admnistrative staff. The mnmarket nust occupy suitable
prem ses and have the required equipnent for electronic
trading. It nust be electronically connected to the other
markets in the U AE so as to enable a common negoti ation
system anong all |icensed narkets.

The market is required to operate under supervision and
control of the Securities and Conmodities Authority, and the
Authority has general power to investigate a |icensed
market. Al transactions in Jlisted securities nmust be
recorded by the market, and any transaction not so recorded
shall be deenmed void. Entries properly made in the records
of the market shall be deenmed prinma facie evidence of the
under | yi ng transacti ons.

The board of directors of the market is tasked with a
nunber of specific powers, including the appointnent of the
Director Gener al and Deput y Director Gener al and
specification of their powers; establishnent of the market's
or gani zat i onal structure and i nt ernal regul ati ons;



preparation of proposed anendnments to the regulations
promul gated under the Securities and Comodities Law for
subm ssion to the Securities and Commodities Authority;
follow up of securities trading to ensure fairness anong
transacting parties; subm ssion of reports and statenents to
the Securities and Commobdities Authority and issuance of
press releases as required for transparency and disclosure;
approval of the annual reports of the market's revenue and
expenses; i mposi tion of penal ties on br okers and
recomrendation to the Securities and Comodities Authority
that brokers be deregistered; consulting with the Securities
and Conmodities Authority on fees payable pursuant to the
Securities and Commodities Law and the regulations
promul gated thereunder; consideration of applications for
registration of brokers and listings of securities; and any
other matters that ensure the order and good conduct of
business in the market. The board of directors may del egate
the foregoing tasks to the Director General or Deputy
Director Ceneral of the narket.

The board of directors of a nmarket nmay furthernore
create specialized offices concerned wth negotiation,
setoff and settlenment, follow up on prices, supervision and
i nvestigation, research and studies, and financial and
adm nistrative affairs. It shall have the power to devel op,
train and qualify the required workforce in accordance wth
the nost current technical and administrative practices. It
may al so form permanent or ad hoc conmittees. The internal
regul ations of the nmarket shall specify the procedures for
calling board neetings, the location of, quorum for, and
voting at board neetings, and the renuneration of board
nmenbers.

Menbership of the market shall be required of brokers
licensed pursuant to the Securities and Commodities Law,
shar ehol di ng conpani es that issue securities registered with
the market, and any other issuers of securities registered
with the nmarket. Each market is required to prepare a
register of nmenbers and to notify the Securities and
Conmodities Authority within one week of registration of a

new nenber. Al market menbers shall be subject to the
directives of the nmarket and the provisions of the
Securities and Comodities Law and its inplenenting

regul ati ons.

The nenbers of the nmarket who have paid their
registration fees shall together form the general assenbly
of the nmarket, wth each nenber having one vote. The
procedures for the convening and conduct of neetings of the



general assenbly shall be drawn wup by the board of
directors. The board may also pronulgate standards of
prof essi onal conduct with which brokers who are nenbers of
t he mar ket nust conply.

The Resolution provides that no person nay engage in
the profession of brokerage who has not been issued a
license by the Securities and Comobdities Authority. A
person licensed by the Securities and Commodities Authority
may then apply to a market for a brokerage |license. The
granting or denial of such application shall be in the
di scretion of the market.

The nmarket shall draw wup the requirenents for
registration of a broker and a broker's representative,
provided that such requirenents shall be no |ess demanding
than those required by the Securities and Comodities Law
and its inplenmenting regulations. The market shall rmaintain
a register of brokers, and shall provide to the Securities
and Commodities Authority a list of all registered brokers
as well as any changes in the relevant particulars. The
mar ket may est abl i sh t echni cal qual i fications and
exam nations, approved by the Securities and Conmodities
Authority, for a broker or broker's representative seeking
menbership. A disciplinary conmttee established by the
mar ket shall have the authority to investigate broker
m sconduct. Sanctions include a warning, a fine, exercise of
the broker's security, and suspension of up to one week. The
mar ket board of directors nay make a recommendation to the
Authority that the broker be deregistered. Decisions of the
mar ket may be appealed to both the Authority and to the
rel evant civil court within a thirty day period.

The listing of securities on the market requires that
the issuer of the securities obtain the prior approval of
the Securities and Commodities Authority. The market shall
have discretion to approve or reject an application for
listing, and may reject an application even if the issuer
has been approved by the Authority.

| mredi ately upon issuing a decision to list a security,
the market shall give the issuer a code and an abbreviated
nane. The market will keep an updated el ectronic register of
the issuer's shareholders, and the nmarket wll install a
termnal in the office of the conmpany registrar to enable
the registrar to access the conpany register to make
inquiries and to update information. The narket shall keep a
register of conpanies and other issuers and notify the
Securities and Commodities Authority of any changes wthin



one week of occurrence. Wthin ten days of market approva
for listing, the issuer shall publish its annual financial
statements and a summary of the report of its board of
directors in two Arabic |anguage newspapers of wde
circulation published in the United Arab Emrates.

The market shall be open for securities trading for at
| east five days each week, wth the exception of public
hol i days, and for at l|east two hours each day. The narket
may amend the hours and days of work with the approval of
the Securities and Comodities Authority. The narket is
required to maintain an el ectronic system for negotiation of
securities, which anong other things nust automatically
bl ock purchase orders in excess of specified limts and in
excess of the broker's security, and nust enable all issuers
of securities and their registrars to review their share
registers. Wth the exception of special orders, all
negotiations in the market shall be done el ectronically over
the system provided by the nmarket. A special order shall be
an order approved in advance by the market that equals or
exceeds 80% of the security provided by the rel evant broker.

Each investor shall be assigned a nunerical code by
the market, and each investor shall be assigned a
negoti ation account with its broker. Setoff and settlenent
in the market shall be conducted on the basis of delivery
of consideration. The board of directors of the narket nay
define the tinme period between negotiation and settlenent,
provi ded that settlement mnmust take place no later than the
second business day following negotiation. The Director
CGeneral may cancel a transaction that is not inplenmented
after receipt of a witten request therefor from the
br oker, provi ded that there are legitimate reasons
justifying the request, and provided that the parties can
be restored to their pre-transaction positions.

2. Dubai International Financial Centre

Dubai Law No. 3 of 2002 establishes a new free zone in
Dubai known as the Dubai International Financial Centre. The
sane Law al so establishes a governing body known as the
Dubai International Financial Centre Authority.

The financial services to be conducted in the newy
created DI FC specifically include provision of financial and
banki ng services; insurance and reinsurance Sservices; noney
mar ket, stock exchange, and comodity nmarket services; noney
managenment, investnent, project finance, corporate finance
and investnment and Islamc finance services; pension annuity



funds and credit unions; brokers, financial agents, clearing
houses, custodianship and trustee services; investnent
banki ng services; and support, classification and rating
services and information technology services. A license to
conduct business in the DIFC shall allow the |icensed entity
to engage in business in the other free zones in Dubai.

The Authority includes a chairmn, a board of
directors, a consultative council, a secretariat and an
executive body. The chairman is charged with overseeing the
operations of the DIFC, with the power to establish rules
and regul ations necessary for the operational managenent of
the Centre and inplenentation of the provisions of Dubai Law
No. 3 of 2002. The chairman appoints the nenbers of the
board of directors and the consultative council, who nust be
experts in the field of financial, banking and insurance
services and the business of stock exchanges. The board of
directors shall determne the duties, rermuneration and term
of service of the director general and shall appoint the
Dl FC executive body.

The detailed business activities in the DFC wll be
governed by bylaws and regul ations prepared by the board of
directors of the DI FC and promul gated by the chairnman

Corporations and establishnments |located in the D FC and
all of their staff and enployees shall be exenpt from all
taxes, including incone tax, relating to their operations in
the Centre. In addition, Dubai Law No. 3 of 2002 creates a
fifty year holiday from any restrictions on transfer of
capital or profits and currency restrictions, beginning on
the date of comencenent of operations or enploynment of
personnel. This nmay be extended by resolution of the
chairman for further ternms of fifty years each

3. Mnistry of Labor: Subcontracts

Resol ution No. 496 of 2002, pronulgated by the Mnister

of Labor and Social Affairs, is an attenpt to regulate
manpower supply subcontracts. The Resolution provides that
the Mnistry of Labor will not recognize any subcontracts

that are not registered with the Mnistry, and inposes
strict conditions on such arrangenents. The Resolution
specifically requires that both the prine contractor and the
subcontractor nust hold |licenses that authorize performnce
of the relevant works. For exanple, if a subcontractor were
appointed to perform bridge construction works, then the



prime contractor and the subcontractor would each need to
have such licensed activity in their conmrercial |icenses.

The Resolution does not allow subcontracts solely for
t he supply of manpower. The Resol ution further provides that
the enployees of the prinme contractor shall work under the
authority and supervision of the prime contractor, not the
pr oj ect owner . It i kewise provides that the sub-
contractor's enployees shall work under the authority and
supervi sion of the subcontractor, not the project owner or
the prime contractor. The prime contractor shall sponsor all
of the work permts of its enployees, and the subcontractor
shall likewise sponsor all of the work permts of its
enpl oyees.

The Resolution contains further provisions allow ng
the Mnistry of Labor to conduct site inspections to verify
conpl i ance.

SULTANATE OF QVAN

Contributed by Trowers & Ham ins, Miscat, Qman

1. Consuner Protection Law

A new wave of business practice requirenents arrived
in Omn in |late Novenber. Affecting particularly suppliers
of products and services, Royal Decree No. 81 of 2002
pronmul gating the Consuner Protection Law (the "CPL") cane
into force on Novenber 28, 2002. In the past, consuners
received sonme protection under Oman |aw through various
provisions in the cormercial laws of Qman. In a significant
advance, in keeping with international trends, the CPL
dramatically expands those protections and seeks to
regul ate consunmer related issues under one law for the
first tine.

a. Previ ous consuner protection laws. Prior |laws on
the consuner-supplier relationship continue in effect to

the extent that they do not contravene the provisions of
the CPL. Earlier provisions on this subject can be found in
the Commercial Code (Royal Decree No. 55 of 1990), but they
relate only to the supply of goods. No simlar provisions
have previously been applied to regulate the supply of
services, although it is arguable that a court would inply
simlar provisions if necessary. These provisions of prior
laws apply only in the absence of an agreenent between the
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parties. In contrast, the CPL could well apply even if the
parties attenpt to contract out, as Article 18 of the CPL
states that "all the conditions contained in contracts,
docunents, remarks, advertisements or nenoranda related to
comerci al business shall be considered invalid if they are
i nconsistent with the ternms of the executive regulations of
this Law or are l|liable to exenpt the supplier from his
civil liability towards the consuner."

b. Inplications of the new Law. The CPL wll have
wi despread inplications for all kinds of businesses

involved in the supply of goods and services, which my
have to adapt practices and fornalize procedures to conply
with its terns.

A consuner, as defined in the CPL, is "a natural
person or body corporate purchasing a conmodity or service
or benefiting from either of the two." The supplier is

defined as "a natural person or a body corporate offering a
service, manufacturing a commodity or distributing it,
dealing in it, selling, inporting or exporting it or
participating in its production or circulation as an agent,
internediary or broker." It is possible that the executive
regul ations inplenenting the CPL will provide guidance as
to the extent of the Law and wll specify whether the
definition of "consuner” wll be interpreted broadly to
cover the full range of end users extending as far as
government bodies, or whether the legislation is intended
nore to protect the nmore vulnerable consuners in
essentially day-to-day transactions. Wether "big industry"”
transactions between Jlarge conpanies wll be included
remai ns open at present, and there are potential issues
with heavily negotiated comrercial contracts nade between
fully advised experts in their respective fields. It is
possible that the legislation my be interpreted in the
future to allow | arge negotiated transactions to be outside
the strict scope of its application, as is often the case
in other jurisdictions.

Suppliers, manufacturers and distributors nmay need to
act on the assunption that the definition of "consumer"
will be interpreted in the broadest sense and to neke the
preparations necessary for their practices and procedures
to conply with the requirenents of the CPL. For nmany
busi nesses operating in Oman, this nay nmean a review of
their various policies and current terns and conditions of
busi ness, particul arly in respect of ref unds and
guar ant ees.
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C. Significant provisions. The CPL is broken down
into four main areas:

Definitions and General Provisions;

The Ri ghts of the Consuner;

Duties of Suppliers, Advertisers and Agents;
Penal ti es and Fi nal Provisions.

PN PE

Under Article 9, the consuner "shall be entitled to
seek conpensation for damage caused to him on account of
his purchase or normal use of the conmodity or receipt of
service." This wll mean that even where there is no
specific guarantee in place to protect consumers, they wll
be able to rely on certain mninmm rights. Paynent my
extend beyond sinple refunds to requiring the supplier to
provide the consunmer with a paynment over and above the
purchase price by way of conpensation. It will be
interesting to see how the courts interpret the extent of
the conpensation which can be awarded to the affected
consuner.

Under Articles 4 and 14, suppliers wll have to
guarantee the comopdities and services they provide to
ensure conformty wth declared specifications. They wll
al so have to neet health and safety conditions. This wll
include a duty on suppliers of conmodities that are "liable
to undernmine the security of individuals or property" to
display a "clear and specific notice. . . specifying the
accurate nethod of using the commodity. . . ." Suppliers
will have to take steps to ensure that product |abeling is
sufficiently clear if they are to avoid clainms for personal
injury or damage to property.

A supplier's duties will not end when the service or
product has been purchased by a consuner. Under Article 15,
when defects are identified by suppliers which are |iable
to undernmine the safety of individuals or property, even
when used in a proper manner by the consuner, there is an
obligation on the supplier to notify the consunmer and
concerned entities pronptly of this potential danage and
t he nethod of preventing its occurrence.
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d. Penalties. In the event that suppliers breach the
provisions of the CPL and its executive regulations, they
will be subject to fines of up to R O 5,000. This fine can
be doubled if the offense is repeated. Perhaps nore
significantly for Jlarger conpanies is the threat that
breach of the CPL can result in closure of shops and
confiscation of goods. In addition to a direct |oss of
business from shop closures, this penalty could be very
damagi ng for the reputation of the supplier.

As the extent and inplications of the new Consuner
Protection Law and any executive regul ati ons have yet to be
determined by the courts, those suppliers who potentially
fall within the new provisions are encouraged to take a
cautious approach and take active steps to prepare their
busi nesses for the comng into force of the Consuner
Protection Law. W wait wth interest to see how this
relatively new area of law will develop and how rights of
t he consuner are devel oped in the future.

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