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UNI TED ARAB EM RATES

1. rcial "Con [ nt"

Federal Law No. 17 of 2004 prohibits comerci al
conceal ment, which is defined as enabling a foreigner "to
carry on any econom c or professional activity the practice
of which is not permtted" to such foreigner by the |aws
and regul ations of the U A E or enabling such foreigner to
evade applicable obligations. The new Law is scheduled to
take effect after three years fromits date of publication
i.e., from Novenber 16, 2007

The penalty for the crinme of commercial conceal nent is
a fine of up to Dh 100,000 per offense. Repeat offenders
may be jailed for up to two years. A comrercial entity that
violates the Law may be renoved from the commercial
register, stripped of its comercial |icense and prohibited
from doing business for a period of two to five years. A
foreign individual whose activities are concealed is
subject to the sane penalties and in addition, to
deportation. Al such penalties may be applied in addition
to any penalties inposed under any other U A E. | aws.

It is not clear how Law No. 17 of 2004 wll be
applied. The Law calls for the Mnister of Econony &
Pl anni ng to promul gat e regul ati ons necessary for
i npl ementing the Law in coordination wth the concerned
authorities. It is hoped that such regulations will shed
l[ight on the manner in which the authorities intend to
apply it. Oher countries in the region have simlar
statutes; however, concealnment laws in such jurisdictions
are generally viewed as having the purpose of deterring tax
evasion, a rationale that is inapplicable to the U A E

2. E ral Environnental Authori

The Federal Environnmental Authority was created in
1993 and given an overall regul atory role over
environnmental matters in the U A E

Federal Law No. 20 of 2004 introduces anendnents to
t he governance of the Federal Environnental Authority. It
provi des, as before, that the Board of D rectors of the
Federal Environnmental Authority shall be chaired by the



M nister of Health. However, in replacenent of the prior
requirenment for nine nenbers selected from anobng senior
environment and devel opnent officials, is it now provided
that there shall be a sufficient nunmber of nenbers
representing the Arnmed Forces, Interior, Health, the
environment, and the Municipalities. As before, the nenbers
of the Board of Directors shall be appointed by Cabinet
Resol ution based wupon the proposal of the Mnister of
Health. The new Law now specifically provides that the
secretary general of the Federal Environnental Authority
shall be its rapporteur, that the Board of Directors shal
select the deputy chairman who will chair neetings in the
Chairman's absence, and that the Board of Directors nmay
retain the services of experts who my attend board
nmeetings but may not vote.

3. icial ration r nt with in

The United Arab Emrates has concluded a judicial
cooperation agreenment with China, the fourth such agreenent
between the United Arab Emrates and a non-Arab League
menber state. The treaty governs judicial sumonses, the
taking of evidence, and the recognition and enforcenent of
j udgenent s.

Wth regard to the nutual recognition and enforcenent
of decrees, the treaty provides that each party shal
recogni ze and execute decrees passed by the courts of the
other country in civil, comrercial and personal matters,
and by crimnal courts in civil matters. Unlike the
treaties concluded two years ago wth India (see the
January 2002 edition of this Newsletter), the treaty does
not provide for extradition or other cooperation in
crimnal matters.

An enforceable decree neans a decision rendered in
judicial proceedings by a conpetent court of either state.
The agreenent does not provide for enforcenent of interim
or  provisional nmeasur es, except matters relating to
al | onances.

In contrast wth the other judicial cooperation
agreenents to which the U AE is party, the agreement with
China does not provide for nutual recognition and
enforcement of arbitral awards.
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4. Bank Guarantees for Foreign Conpanies

M nisterial Resolution No. 353 of 2004 inposes a new
requirenment on foreign conpanies wth |[Iicensed branch
offices in the U A E

The new Resolution specifically requires a foreign
conpany seeking entry in the Register of Foreign Conpanies
to submt a bank guarantee in favor of the Mnistry of
Econony and Planning in the anount of Dh 50,000. Foreign
conpany branch offices that are currently entered in the
Regi ster of Foreign Conpanies nust submt such guarantees
at the time of annual renewal of registration.

The Resolution provides that a conpany shall be
deleted from the Register of Foreign Conpanies if it fails
to apply for renewal for two years follow ng expiration of
registration, with fees relating to such non-renewal being
deducted fromthe bank guarant ee.

The bank guarantee nust be issued by a bank |icensed
to operate in the UAE It nust be valid for one year and

must be automatically renewable wuntil released by the
Mnistry. Neither the text of the guarantee itself nor the
new Resol uti on I nposes any restrictions on t he

circunstances in which the Mnistry of Economy and Pl anni ng
may exercise such guarant ee.

5. El ectroni c Banking Service Units

The Board of Directors of the Central Bank has
published a licensing reginme for electronic banking service
units, which are defined so as to include automated teller
machi nes. Resolution No. 132/5 of 2004 specifies that a
bank may open an electronic banking service unit in the
UAE only after obtaining a license for each unit to be
installed at a particular location. A bank may use an
appropriately licensed electronic banking service unit to
provide cash and statenments of account, receive cash and
check deposits, take instructions from current and
potential custonmers, market the relevant bank's products
train custoners in the use of the bank's automated banking
services and guide custonmers in respect of the bank's
services. Specific approval from the Central Bank's Board
of Directors is required if any additional work is to be
carried out by the bank through an electronic banking



service unit. The Resolution is specified to apply to
el ectronic banking service wunits licensed prior to the
promul gation of the Resolution and sets forth certain
conditions for |icensing.

6. | sl am ¢ Fi nance Conpani es

The Central Bank has pronulgated new rules for the
establishment and licensing of Islamc finance conpanies
The new rules are set forth in Central Bank Board of
Directors Resolution No. 165/6 of 2004 Concerning the
Regul ati on of Finance Conpani es That Conduct Their Activity
in Accordance with the Provisions of the Islamc Sharia.

The new Resolution provides that an Islamc finance
conpany mnust assune the form of a public joint stock
conpany, unless one of its founders is itself a public
joint stock company, and shall be subject to I|icensing,
supervision and inspection by the Central Bank. An Islamc
finance conpany may provide financing for various persona
and consuner pur poses, undert ake trade fi nanci ng,
participate in the capital of existing or future projects,
accept deposits from conpanies, and nanage investnent
vehicles. The prior approval of the Central Bank is
required before an Islamc finance conpany engages in any
addi tional activities.

| sl am c finance conpanies are prohibited from
accepting deposits from making loans to or opening any
kinds of accounts for individuals. An Islamc finance
conpany shall not be subject to the mandatory cash reserve
requi renents that are inposed on banks. The paid up capital
of an Islamc finance conpany nust be no less than Dh 35
mllion, and at |east 60% of its shares nust be held by
nationals of the U A E An Islamc finance conpany nust set
aside 10% of its annual net profits towards accunul ati on of
a legal reserve, until such |legal reserve equals 50% of the
conpany's paid capital.

An Islamc finance conpany is subject to a nunber of
continuing obligations. An Islamc finance conpany nust not
engage in currency exchange, the business of financial
i nvest ment conpani es, or any other activity for which it is
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not licensed. No nore than 7% of the capital of an Islamc
finance conpany may be used to finance a single person or
to deposit or invest in a single facility or group w thout
the prior approval of the Central Bank. An Islamc finance
conpany may not provide financing to any nenber of its
Board of Directors or a conpany belonging to such nenber in
excess of 5% of its capital, and in excess of 25% in
respect of all nmenbers of its Board of Directors.

The prior approval of the Central Bank is required for
any change in the nane, corporate form capital or head
office location of an Islamc finance conpany; for nerger
of an Islamc finance conpany wth another entity;, for
opening a branch office; for charging its assets; for
amendnent of its Articles of Association; for any change in
conposition of the Board of Directors; for any change of
shareholding in excess of 5% and for any change in
gover nance.

The name of an Islamc finance conpany may not contain
the words "bank," "finance conpany,"” "commercial or real
estate conpany" or any other word that indicates activity
ot her than Islamc finance.

An Islamc finance conpany is required to appoint
auditors, to mamintain regular records in accordance wth
the forns required by the Central Bank, to use official
docunents wth all of its clients, and to issue al
correspondence, docunents and deeds under signature of duly
authorized representatives. An Islamc finance conpany may
not provide any financing or facilities to or open accounts
for its external auditors. An Islam c finance conpany may
not provide financing or facilities or open accounts for
any nenbers of its Board of Directors except wth the
approval of its Board of Directors. The financial year for
an Islamc finance conpany shall be from 1 January until 31
Decenber of each year, except for the year of its
i ncor porati on.

7. riti I i on

M nor amendnents have been promulgated to the
Di sclosure and Transparency Regulations for securities
trading in the UAE The new regulations anend the
original regulations that were pronulgated in 2000 (see the
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February 2001 edition of this Newsletter).

| ssuers of publicly traded securities nust provide the
rel evant mar ket and the Securities and Commodities
Authority with quarterly, sem-annual and annual reports
within one nonth of the promulgation of such reports. Such
reports nust state the activities and business results so
as to reflect the financial position of the issuer and nust
be certified by the auditor of the issuer, containing all
details required fromtinme to time by the relevant market
or by the Securities and Commodities Authority. This
replaces an earlier requirenment that such reports be
provi ded upon their pronul gation.

8. Abu Dhabi Tourism Authority

Abu Dhabi Law No. 7 of 2004 creates the Abu Dhabi
Tourism Authority. The Authority is an independent agency
of the Governnment of Abu Dhabi governed by a board of
directors appointed by Emri Decree.

The Authority has the task of developing tourism
t hroughout the Emrate of Abu Dhabi, developing plans for
the tourism sector, and developing tourism projects,
facilities and services. It shall prepare guidelines for
the classification of tourismfacilities, pronote Abu Dhabi
as a tourism destination, and prepare recommendations for
the creation of Tourism Investnent Zones. The new Law
contenpl ates that Tourism Investnent Zones wll be created
by order of the Abu Dhabi Executive Council. It is expected
that speci al incentives for devel opnent of tourism
infrastructure wll be granted in respect of the Tourism
| nvest nent Zones, including scope for ownership of
bui I di ngs and | and by non-U. A E. nationals.
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SULTANATE OF QOVAN

Contributed by Trowers & Hamlins, Muscat, Oman

1. Foreign Land Omership In Qran

The CGovernment of the Sultanate of Oran has recently
opened its gates to allow foreigners and foreign corporate
entities, for the first time, to acquire property in
designated tourist conplexes. This is an exciting and
I nnovative prospect for foreigners who wish to own |and
whet her for accommodation or investnent purposes. The
changes result from the recently introduced Foreign
Omership of Land Law (Mnisterial Resolution No. 254 of
2004), which put Oran a step ahead of many other Qlf
nati ons whose laws are not as far reaching or clear. It is

anticipated that the legislation wll give a boost to the
real estate market and the already burgeoning tourist
industry. In addition, banks will be nore attracted to the

greater certainty of this law for their lending to foreign
property buyers.

One significant feature of the new law relates to
residency rights. Foreign property owners, by virtue of
their property ownership, may be given a residency permt
for thenselves and for their imediate famly nenbers
subject to satisfying the laws of Oman. This wll be an
inmportant incentive to those considering exercising the
right to purchase afforded by the | aw.

This new legislation conplenents the recent drive by
the Government to acconplish its objectives in respect of
"the encouragenment and developnment of tourism in the
Sultanate and the developnent of its resources and
investnments, in order to increase its contribution to the
nati onal econony," as set out in the preanble of the Law of
Tourism The Governnent’s commtnent to achieving such
objectives is further illustrated by the creation of a
separate Mnistry of Tourism which wll oversee the
devel opment of the tourist industry and, nore specifically,
hold responsibility for |licensing the above nentioned
tourist conplexes. The remt for tourism previously fell
under the Mnistry of Commerce and I ndustry.
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Now that a backbone is in place to facilitate the
acqui sition of property by foreigners, further inplenenting

legislation will be introduced in the near future to flesh
out the new |law before foreigners can fully utilize and
benefit from it. For exanple, legislation is currently

being prepared in relation to the issuance of residency
permts and the nechanismfor licensing tourist conplexes.

Despite the relative infancy of the Foreign Omership
of Land Law, the legislation will assist with and encourage
| arge scale property devel opnent projects. It wll enable
foreign investnment conpanies, or conpanies registered in
Omn that are partially or wholly foreign owned, to
purchase land in Oran for the purpose of devel oping touri st
conpl exes. Property devel opnment conpanies will also be able
to market and sell built properties to foreign individuals
and foreign or foreign owned conpanies. A nunmber of such
projects are already in the planning stages and have
recei ved considerable nedia coverage. To nane a few, the
Wave will be a tourist resort situated in A -Seeb and w |
include a nunber of hotels, a nmarina, a golf course,
beaches and villas. In Al-Sawadi, the Blue Gty is destined
to be one of the |argest developnment projects in the Gulf
region, and it is expected that nore than 200,000 people
wll reside there. Both of these projects are to be
undertaken by consortiunms of QOmani and internationa
i nvestors.
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