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UNI TED ARAB EM RATES

1. Fi nanci al Free Zones

On January 10, 2004, the U A E  Federal Suprene
Counci | pronul gated Constitutional Amendnent No. 1 of 2004,
amending Article 121 of the UAE Constitution. Article
121 of the Constitution lists matters on which the U A E
federal government has exclusive legislative jurisdiction
The new anendnent adds the "regulation and nethod of the
formation of financial free zones and the scope of
exenption thereof from application of the provisions of
federal |egislation."

Previously, there was no express provision in the
Constitution denying the individual Emrates the power to
establish and regulate financial free zones w thout federa
i nvol venent, although an individual Emrate could not
exenpt parties located in financial free zones from federal
| egi slation on such subjects as banking, financial services
and insurance. |ndeed, the Dubai International Financial
Center was created by the Emrate of Dubai pursuant to
Dubai Law No. 3 of 2002 (see the March 2002 edition of this
Newsl etter).

Federal Law No. 8 of 2004 Regarding the Financial Free
Zones inplenents the legislative powers formally granted by
Constitutional Amendnent No. 1 of 2004. Anong ot her things,
the new Law provides that a financial free zone nust be
established by federal decree; shall be an independent
juristic entity represented by the chairman of its board of
directors; shall be subject to U A E. anti-noney |aundering
law and all other federal laws, other than federal civil
and comercial Jlaw, and nust abide by the detailed
licensing requirenents and financial activity restrictions
set forth in the Law. The new Law also provides that
individual Emrates may issue |egislation governing the
activities of a financial free zone within the |limts of
t he Law.

2. En f Tel ni Lon n I
Decree-Law No. 3 of 2003 concerning regulation of the

t el econmuni cations sector comes into effect on April 11,
2004. It ends t he exclusivity of Em rates



Tel ecommuni cations Corporation ("Etisalat") in transm ssion
of wire and wreless teleconmunications and operation,
mai nt enance and devel opnent of t he public
t el ecommuni cations system in the U A E and between the
U A E and other countries.

Etisalat’s 28-year nonopoly wll not end, however,
until new entrants arrive in the market. Etisalat is
majority owned by the federal governnent, and there has
been nedia speculation that new entrants wll be required
to be 60% owned by the federal governnent. Such a
requirenment wll restrict the pool of potential market

entrants, but the exact position is currently unclear as
the necessary inplenenting regulations have yet to be
i ssued. The basis of the nedia speculation was the remark
by a nenber of the newy created Suprene Conmttee that all
future licenses will follow the sane systemthat applies to
Etisal at.

a. Suprene Commttee. The Law <creates a three-
menber "Suprene  Committee for Supervi sion  of t he
Tel ecommuni cations Sector." The Suprene Commttee is
responsible for issuing detailed inplenenting regulations,
issuing permts to new entrants and determning all
appl i cabl e fees.

b. General Authority. Wile hi gh-1 evel pol i cy

decisions are reserved to the Suprene Conmttee, day-to-day
supervision of the telecomunications sector is to be the
responsibility of the "General Authority for the Regul ation
of the Telecomunications Sector." The GCeneral Authority
will be based in Abu Dhabi and there will be a branch
office in Dubai. As the regulator of the industry, the
General Authority is responsible for nonitoring the
activities of licensed market entrants and ensuring that an
acceptable |l evel of service is provided to all parts of the
country. Etisalat has historically provided infrastructure
to the nore renote and unprofitable parts of the country.
The General Authority wll be responsible for seeing that
t hese areas are not now negl ect ed.

C. Regul ated Activities. The new Law requires a

mar ket entrant to obtain a permt and to be |licensed before
engaging in a Regulated Activity. "Regulated Activities"
are defined in the Law as operation of a public
t el econmuni cations network or the provision of public
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t el econmuni cations services to subscribers (plus all other
activities as may be specified by the Supreme Conmttee).
"Tel ecommuni cati ons Net wor k" and "Tel ecommuni cati ons
Services" are in turn broadly defined.

d. Actions t t aken Eti sal following r val
of nonopoly. The Law cont ai ns vari ous transitional

provisions to allow Etisalat to continue its current
activities pending the issue of a license pursuant to the
Law. Etisalat is required to nmake available to the General
Authority details of its operations including copies of all
its records. The Law also contains specific anendnents to
Feder al Law No. 1 of 1991 Concer ni ng Emrates
Tel ecommuni cations Corporation ainmed at removing any
i nconsi stencies between the primary Etisalat |egislation
and the new Law.

e. Cooperation by Etisalat. Etisalat’s obligation to
cooperate with new entrants to the market is expressly

enshrined in the Law FEtisalat is obliged to accept all
applications of licensed parties for connections to and use
of the existing network and is required to do so in "a
pronpt and effective manner with the |owest cost." There is
al so an obligation that it nust offer and provide access to
existing facilities on ternms and conditions corresponding
to the "best I nt er nati onal practices.” Furt her nore,
Etisalat nust provide licensed parties wth the sane
facilities and information that it would provide to its own
subsidiary entities or itself.

f. Equi pnrent permts. The Law will be of interest
not only to potential new entrants in the market, but also

to their suppliers. The Law prohibits using, selling or
offering for sale any telecomunications equipnment unless
the Ceneral Authority has issued a permt for the sane.
Thi s suggests that suppliers of various fornms of technol ogy
may therefore need to apply for permts from the Ceneral
Authority. Only governnent authorities are exenpted from
t he requirement of obtaining a permt.

g. ni zation an istribution of fr ncies. The
Law reserves the right to allocate a section of the
avai |l abl e frequency spectrum to t he M nistry of



Communi cation rather than the Suprenme Committee or the
General Authority.

h. A t lic lands. The Law makes a
di stinction between public and private |and when di scussing
access to and use of land when building, nmaintaining and
operating telecomunications networks. Private land is
defined as land owned by, granted to or |eased by any
person other than governnent authorities. In other
jurisdictions, sone property owners have enjoyed financia
wi ndfalls, particularly where nobile operators have agreed
to pay for the right to erect repeater stations on the
roofs of the owners’ properties. Wiether this will beconme a
feature of the telecommunications market in the UAE is
uncl ear. The Law specifies that governnment authorities wl]l
allow licensed parties the right of "operation and use of
public lands" at no cost, including the right of passage
t hrough and access to public lands, in order to enable
licensed parties to carry out their |licensed activities. No
such requirenent is inposed on private |and.

i fen n nalties. The Law creates a raft
of offences and penalties. These range from fines of
bet ween Dh 50, 000 and Dh 200, 000 and inprisonment for up to
two years. Were the offence is repeated, the penalty is
doubl ed.

j. D spute resolution. Any licensed party can apply
to the GCeneral Authority for resolution of any dispute
arising between it and another I|icensed party concerning

subscription to the facilities or sites. The General
Authority's decision in respect of that dispute shall be
final and binding. The legislation further states that
di sputes relating to connections will |ikew se be resol ved
by application to the GCeneral Authority; this particular
provi sion does not include explicit reference to |icensed
parties, suggesting that the General Authority would also
be the forum for conplaints by end-users and consuners. The
details of the General Authority' s dispute resolution
procedures will be set out in the inplenenting regulations.

3. |l e Taxation Tr w th n
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The U A E.  has ratified the Convention between the
Governnent of the U A E and the Governnent of Canada for
the Avoidance of Double Taxation and the Prevention of
Fiscal Evasion with respect to Taxes on Incone and on
Capital (the "Treaty"), pursuant to Federal Decree No. 3 of
2004.

The Treaty applies to natural persons and corporate
entities who are residents of one or both of the
contracting states. The Treaty covers taxes inposed on
incone and on capital, which shall be regarded as including
taxes on elenments of incone or capital, taxes on gains from
the alienation of novable or inmmovable property, and taxes
on capital appreciation. The Treaty contains detailed
provisions on the tax treatnent accorded to various

categories of income such as incone from immovable
property, income from business, di vi dends, I nterest,
royal ties, capit al gai ns, income from professiona

services, and income from governnent service. The Treaty is
based upon an OECD nodel treaty for the avoi dance of double
taxation. Like nost double taxation treaties, it contains
detailed rules for the attribution of income to specific
categories of incone-producing activity and the allocation
of such categories of inconme to the taxing jurisdiction of
one country or the other. As a result, persons with incone
that is allocated to the taxing jurisdiction of the U A E
woul d not be subject to Canadian tax on such inconme, and
Vi ce versa

The Treaty applies to existing taxes as well as to
taxes of the sane nature that may be inposed in the future.
The Treaty does not affect the right of the UAE
Government to tax incone related to oil and natura
resources situated in the UAE in accordance wth the
relevant U A E tax laws and regulations. The Treaty
provides that the residents of one contracting state shal
not be subject in the other contracting state to any
taxation or related requirenment which is different from or
nore burdensone than the taxation and related requirenments
i nposed on residents of that contracting state.

For the purposes of the Treaty, a "resident" of Canada
means any person who, under the |aws of Canada, is liable
to tax therein by reason of such person's domcile,
resi dence, place of managenent, place of incorporation, or
simlar criteria, but does not include a person who is
liable to tax in respect only of incone from sources in
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Canada. A resident of the U A E neans (i) a natural person
who is a national of the UAE , provided that such
i ndi vidual has a substantial presence, permanent honme or
habi tual abode in the U A E. and such individual's personal
and economc relations are closer to the U A E. than to any
other state or (ii) a conpany incorporated in the U A E.
(a) all of whose shares are beneficially owed by U A E.
residents or (b) all or substantially all of whose incone
is derived from the active conduct of a trade or business
other than an investnent business in the U A E and all or
substantially all of +the value of whose property is
attributable to property used in that trade or business.

A resident of a contracting state also includes the
government of that contracting state or any corporation,
authority or entity which is wholly owned and controlled by
the government of that contracting state and which is
est abl i shed under the |laws of that contracting state.

The Treaty does not affect the fiscal privileges
enjoyed by nenbers of diplomatic and consular m ssions
under the general rules of international |aw or under the
provi sions of special agreenents.

A resident of a contracting state who is taxed in a
manner which is not in accordance with the provisions of
the Treaty may address his grievance to the conpetent
authority of the contracting state of which that person is
a resident, by nmaking an application in witing, stating
the grounds for claimng the revision of such taxation. The
Treaty provides that the conpetent authorities of the
contracting states nust endeavor to nutually resolve the
matter in such event.

4. . Publi L th lation

Local Order No. 11 of 2003 concerns public health and
safety in the Emrate of Dubai. The rules set out in the
Order address the objectives of the Dubai Mnicipality for
the maintenance, protection and developnent of public
heal th, repealing and superceding a series of Local Orders
dating back to 1961. The Order specifically governs health
hazar ds, f oodst uff s, dri nki ng wat er, est abl i shnent s
relating to public health, control of infectious diseases,
pest control, public safety, control of snoking, health and
safety of buildings, public cleanliness, animal health and



-10—

care, and burial of the dead and supervision of ceneteries.

The Order applies to every person and legal entity in
Dubai . This includes schools, hospi tal s, phar maci es,
nmedi cal | aboratories, fitness centers, beauty salons,
hotels and cinemas. The persons and entities governed by
the Order are subject to the full supervision, inspection
and control of the Municipality and have to adhere to the
restrictions, rul es, speci fications, st andar ds and
conditions determ ned by the Minicipality.

Designated officers and inspectors of the Duba
Muinicipality have investigatory and seizure powers to
ensure conpliance with the Oder. Violators may be subject
to fines of Dh 100 to Dh 500,000. In addition, the
Municipality has the power to order the violating party to
suspend work and/or to confiscate or destroy any offending
goods, products and materials. A violator may also be
required to pay conpensation to rectify any harm caused.

SULTANATE OF QOVAN

Contributed by Trowers & Hamlins, Miuscat, Qran

1. |npl enentation of Gvil Status Law

The Governnment of Oran has now chosen to inplenent
Royal Decree No. 66 of 1999 issuing the Gvil Status Law, as
pronulgated in the Oficial Gazette in 1999. Wth the
implementation of this Royal Decree, the Sultanate of Qman
has taken the decision to set wup the «civil status
registration system contenplated in the enactnent. The
inmportance of this new law cannot be wunderstated as it
affects every person residing in the Sultanate of Oman,
whet her Qrani or expatriate.

The goal of the registration systemis to provide every
citizen in Oman with an individual "smart card" ("ldentity
Card") for identification purposes. It is expected that the
scheme will involve issue of nore than 1.5 mllion ldentity
Cards. Under Article 42 of the Decree, all QOmani citizens
over the age of fifteen nust apply to obtain an ldentity
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Card. Omani citizens under the age of fifteen may obtain an
| dentity Card wth the approval of their parents or
guardians. Al expatriates in the Sultanate nust obtain a
resi dency card.

It is hoped that the ldentity Card will serve a nunber
of purposes in addition to identification, including serving
as traveling docunentation and other uses. The ldentity Card
will be regarded as an official docunent, and as such the
information contained therein nust be nmaintained regularly
and accurately.

It is the responsibility of the individual to ensure
that the card is not damaged or lost. Article 46 states that
any lost or damaged card nust be reported to the nearest
police station within fifteen days. A new application nust
then be nmade in order to obtain a replacenent card. Article
56 provides that the fee for a replacenent Identity Card
shall not be nore than R O 20.

The Decree establishes a Directorate Ceneral, as a
subdivision of the Royal Qman Police, which wll be
responsible for the recording and maintaining of all records
to be collected under the Cvil Status Law. |In particular,
this role will also involve the issuance of Identity Cards,
the issuance of certificates recording civil status events
(births, marriages and deaths), the verification of the
authenticity of particulars concerning narriage or divorce
between Omanis and non-Omanis and the recognition and
restoration of Omani citizenship. The Directorate will also
be responsible for ensuring that records of births and
deat hs of expatriates living in the Sultanate are kept up to
dat e.

Article 4 of the Decree states that a civil register
system shall be established for entering the civil status
events of Qmani citizens, both inside the Sultanate and
abroad, and those of foreigners residing in Oman in
accordance with the provision of this Law. Registration
shall be by way of providing nanme, nationality and address.
Each person will then be provided with a unique nunber under
this system (the "G vil Nunber").

The information collected using the civil register wll
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be utilized for a wide range of official and non-official
uses. As stated in Article 6, all transactions requiring
confirmation of an individual's address wll rely on the
information provided in the register. This wll have
inplications for voting, service of |egal docunentation,
invoicing and | ocation and identification of persons. It is
expected that the range of wuses for the card wll be
extended in the future. Significantly, Article 48 states
t hat enpl oyers may not enpl oy any person who does not hold a
valid ldentity Card in accordance with this Decree.

It is inportant that information be regularly updated
by individuals for the registration process to be effective.
Accordingly, Article 7 provides strict requirenents for any
change in personal information to be reported. Al changes
in particulars are to be reported within thirty days of the
date of occurrence, either by the individual or his naned
| egal representative (in the case of a mnor or mssing
person). Omanis based abroad are obliged to report any
change in their particulars to the relevant Omn Enbassy.
Each Enbassy w Il then periodically update the Directorate
Cener al .

Any birth, marriage or death occurring to a person
registered with a Gvil Nunber in a foreign country will be
accepted as valid insofar as it accords wth the provisions
of that country's laws. This principle is nost inportant in
the context of nmarriage. For the nmarriage of an Onmani
citizen in a foreign country to be valid, it mnust first be
in accordance with the local laws and duly approved by the
| ocal authorities of that country. Then, in order to have
effect, the event nust be certified by the conpetent
authorities in Oman.

If the relevant information is refused entry in the
civil register, Article 10 states that the D rectorate
General is to provide the relevant person with a witten
decision setting out the reasoning behind this refusal. An
appeal process for citizens is prescribed under the sane
Article whereby every citizen has the right to appeal to the
| nspector General within two weeks of receiving the witten
deci si on of refusal.

All births in the Sultanate and all cases of QOmani new
borns are to be reported to the Registrar. The reporting of
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births in the Sultanate nust be nmde using the form
designated (supported by the child's birth certificate)
wthin two weeks from the date of birth. Any birth to an
Omani citizen taking place abroad is to be reported to the
rel evant Enbassy or mssion in the country where the birth
took place within three nonths of the date of birth.
However, if the period of stay abroad is for a duration of
less than thirty days, reporting of the birth nust take
place within fifteen days. Again, registration nust be nade
on the form designated and nust be supported by a birth
certificate issued by the conpetent authority in the foreign
country.

All reports on births shall include the follow ng
information: date of birth (in accordance with Hjri and
Gregorian calendars), location, nanme and sex of the child,

and details of the nanmes, civil nunbers, tribal nanes (or
famly nanmes), nationalities, religions and professions of
t he parents.

Al'l marriages (or divorces) in which one of the parties
is an Qrani citizen nust be reported to the Registrar within
thirty days from the occurrence of the event. Registration
is achieved by submtting the prescribed form supported with
a marriage or divorce certificate. The relevant authorities
involved in these either of these civil events (such as a
conpetent court) shall also supply details of marriages and
di vorces to the Registrar.

Al deaths in the Sultanate of Oman and all deaths of
Omani citizens abroad are to be reported to the Registrar
and to the conpetent authorities. Reports of deaths in the
Sultanate are to be nmade to the Registrar using the rel evant
form and supported by a death certificate within two weeks
from the date of death. The Identity Card of the deceased
must also be attached to this form Article 30 provides a
list of the persons who are entrusted with reporting a death
and Article 31 prescribes the details to be provided in the
report of death.

The death of any Qmani citizen in a foreign country
must be reported to the relevant QOrani Enbassy or mssion in
the country where the death took place. The death nust be
reported using the relevant form and attaching the death
certificate issued by the conpetent authority of that
country.
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In order to ensure the success of this registration
schene, the authorities have attached strict provisions for
failure to report civil status events. Article 57 stipulates
a fine of up to RO 500 and/or inprisonnment for any person
who is found guilty of deliberately damaging an ldentity
Card, falsifying the loss of an Identity Card, forging an
I dentity Card, illegally obtaining an Identity Card by
i npersonating another person or deliberately mnaking false
representations, or submtting false docunentation in order
to obtain an Identity Card or recording a civil case.
Penalties also apply under Article 58 for failure to report
a civil status event within the prescribed tine period.
Citizens who are found quilty for breaching these tine
limts may be punished by a fine of up to RO 200 and/or
I mpri sonment.

Royal Decree No. 66 of 1999 provides conprehensive
guidelines for the establishnent and operation of a civil
status schene in Oman. By incorporating an individual's
civil information on to one ldentity Card, the schene wll
not only allow for an inprovenent 1in admnistrative
services, but also, coupled with the information gathered in
recent 2003 Census, allow the Governnent to ensure that
resour ces, infrastructure and benefits are provided
effectively and efficiently.
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