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UNIL TED ARAB EM RATES

1. Dubai International Financial Center

Dubai Law No. 3 of 2002 establishes the Dubai
I nternational Financial Center and provides a framework for
the Center's functioning and regulation. The Dubai
| nt er nati onal Fi nanci al Center Authority is the body
primarily responsible for overseeing the Center's functions.
The Authority, conprising its chairnman, a board of
directors, a consultative council and an executive staff
headed by the director general, is a financially and
adm nistratively independent body established by the
Gover nnent of Dubai .

The Authority's objectives are ained at enhancing
Dubai's status as an international financial center, and
include preparing policies and suggesting appropriate
i npl enentation strategies; providing advice and proposals to
the Dubai Governnment on international financial services
laws and related activities; formng establishnments and
conpanies wthin and outside the Center; and coordinating
with other UAE free zones. In order to achieve its
obj ectives, the Authority shall performthe follow ng tasks:

1. Provide infrastructure, buildings, nanagenent services and
ot her servi ces;

2. Organi ze the conduct of functions within the Center;

3.Wrk to provide an environnment conducive to the rendering
of all nanner of international financial services and
other rel ated services;

4. Establish, license and accredit the establishnents and
conpanies ("Center Establ i shnents”) that wsh to
conduct their activities in the Center;

5. Regul ate conduct between Center Establishnents and ot her
parties outside the Center

6. Reach agreenents with other free zones to enable Center
Est abl i shnents to conduct activities in such zones;

7. Upon request, provide directors, managers, technicians and
skilled and other personnel to Center Establishnents;
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8. Concl ude agreenents for the leasing of |land and buil di ngs
in the Center for up to 50 years;

9. Provi de services of all kinds;

10. I npose and collect fees for services provided by the
Aut hori ty;

11. Establ i sh an i nvest nment fund to provi de Cent er
Establ i shnents with funding and to invest the funds of
the Center in the formand manner and in the activities
and projects that may be deened advisable by the
chai r man;

12. Any other acts or tasks assigned by the chairman.

The board of directors and the consultative counci
each consist of a chairman and at |east five nenbers, expert
in the services undertaken at the Center. The chairman
appoi nts the nenbers of each body and determ nes the term of
service and conpensation for each appointee. The chairman
of the board of directors, appointed by Decree of the Ruler
of Dubai, is further entrusted with the task of drafting
rules and regulations required for the operation and
managenent of the Center and for the inplenentation of Law
No. 3 of 2002.

The board of directors is the general policy mnmaking
body of the Center. It proposes draft rules and regul ations
for adoption by the chairnman, approves organizational rules
for the Center, establishes the nodes of conducting board
nmeetings, and wundertakes such additional duties as the
chai rman may assign. The consultative council advises the
board of directors and the chairman on matters relevant to
the Center's activities.

The director general is appointed by the board of
directors and presides over the Authority's executive staff.
The director general is also responsible for the Center's
managenent under the supervision of the board of directors.
The Center's personnel shall not be liable to third parties
for the operations or liabilities of a Center Establishnent
or its enpl oyees.

Center Establishnments may be incorporated in the Center
as limted liability conpanies and may be owned by one or
nmore natural or juristic persons of local or foreign
nationality. The Authority approves the incorporation of
Center Establishnments and wll prepare rules governing their
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activities. A Center Establishnment is required to include a
statenent along with its corporate nane indicating that it
is incorporated in the Center and has |limted liability, and
such statenent nust appear on all transactions, docunents,
announcenents, invoices, correspondence and printings of the
Center Establishnent. Failure to do so may result in |oss
of limtation of liability for the owners.

Center Establishnents may be licensed to engage in any

category of financial or banking services; insurance and
rei nsurance servi ces; and financi al, securities and
commodities market services. Center Establishnents may al so
be licensed to provide investnent nanagenent services in

respect of real estate, investnent funds, project finance,
corporate finance and Islamc finance; pension fund and
credit firm services; brokerage, internediary, settlenent,

cl earance, safekeeping and trust services; all investnent
services relevant to the Center's commercial activities; and
busi nesses and services in support of the foregoing. Any

activities or businesses conducted in the Center may al so be
conducted in any other free zone in Dubai to the extent
viewed appropriate by the Authority, provided that such
activities and businesses shall be subject to the Center's
rules and regulations. Activities and business conducted in
anot her free zone shall be deened conducted in the Center.

Subject to limted restrictions, the Center shall be
open to all categories of services and products from all
sources, both donmestic and international. A custons
exenption is granted to products and goods inported,
manuf actured, produced or developed in the Center, and

exports thereof shall |ikew se be exenpted from governnent
char ges. Products stored in the Center or wused in any
process, mnanufacture, service or production therein shall
al so be exenpt from custons duties. Products and goods

shi pped from the Center to the custons zone in Dubai are
deened first tinme inports and are subject to applicable
custons duties.

A foreign party with an established presence in the
Center and its enployees shall be exenpt for a period of
50 years fromtaxes and fromrestrictions on repatriation of
f unds. The property and activity of Center Establishnents
shall enjoy protection from nationalization and from private

ownership restrictions during the sane period. Under the
Law, the Ruler of Dubai may establish a court or arbitration
panel for resol vi ng di sput es I nvol vi ng Cent er

Est abl i shnent s.
2. Listing of Foreign Conpanies



Resolution No. 7 of 2002 issued by the Securities and
Commodities Authority establishes a regulatory framework for
the listing of the shares of foreign conpanies on U A E
securities exchanges. This nove represents a further
initiative ainmed at realizing the Authority's long term
obj ective of facilitating a transparent, r obust and
attractive environnent for all participants in the UAE
securities nmarkets.

The Resolution envisages that a foreign conpany may
apply to the Authority to have its shares listed on a U A E
securities exchange upon subm ssion of an application in
prescribed form Such application shall include pertinent
information relating to the conpany, its operations, its
sharehol ding, and any restriction on transfer to nationals
ot her than those of the conpany's country of origin.

The conpleted application nust be acconpanied by a
report on the activities of the conpany issued by its board
of directors. The details required in the report of the
board of directors include information such as a history of
stocks issued and any future plans for further public
of ferings, nanes of shareholders owning in excess of five
percent of the issued shares, the nunber of shares held by
each such shareholder, the main events experienced by the
conpany since incorporation and a financially substantiated
eval uation of the performance of the conpany.

A financial statenment nust also be submtted, which
must include annual reports of the conpany for the two
financial years preceding the date of the application and
financial statenments for previous quarters of the current
financial vyear. The following additional docunents nust
al so acconpany the application:

1. duly attested nenorandum and articles of association;

2.the conpany's certificate of listing fromany jurisdiction
other than the U A E

3.mnutes of general assenbly neetings for the two years
i mredi ately precedi ng the application;

4.copy of the publication in a daily newspaper of the
conpany's bal ance sheet and its operational results;

5.an undertaking that the conpany's constitutive and
governing docunents and the laws applicable in the
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conpany's jurisdiction of origin permt the free
transfer of title in the conpany's shares or, if such
is not the case, a statenent on the nature of any
rel evant restriction; and

6. copy of the appointnment of the conpany's representative in
the U A E designated to effect registration of shares,
distribution of dividends, and receipt and issuance of
the reports and docunents relating to the comrerci al
activities of the conpany.

The Resolution also requires that a foreign conpany
applying for listing in the UAE nust have satisfied all
appl i cabl e | egal requirenents in t he country of
incorporation and nust assunme the form of a public
sharehol ding conpany with a capital of not |ess than Dh
40, 000,000 and with at |east 100 shareholders. The conpany
must be listed on a market in its honme country, and such
mar ket nust be subject to regulation by a body performng

functions simlar to those of the Authority. The conpany
must have net assets of not |ess than 20 percent of its paid
up capital, or have realized distributable net profits

averaging not less than five percent of the paid up capital
during the two years inmmediately preceding the application

dat e. The conpany nust have held at |east one annual
general neeting of sharehol ders, as evidenced by docunents
acconpanying the application for listing, and the conpany

must satisfy any additional conditions the Authority's Board
of Directors nmay determ ne.
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3. Jebel Ali: Real Estate Mrtgages

Dubai Law No. 1 of 2002 allows |essees of |and |ocated
in the Jebel Ali Free Zone to nortgage buildings |ocated on
such | and. The Law contenplates the establishnent of a
register that would serve as an authoritative record of rea
estate nortgages in the Free Zone.

The register shall record nortgages in chronol ogi cal
order, including information on the nortgaged property; the
approximate value of the nortgaged property and its
contents; the value of the debt secured; and the creditor's
identity, nationality and place of residence. Perfection of
the nortgage requires the conclusion and filing of a witten

nmort gage contract. The nortgagor and nortgagee submt a
registration application to the registrar along with the
nort gage contract. The registrar examnes the application

determ nes the conpetence of the parties to execute the
nortgage, ensures that the nortgagor is the owner of the
property to be nortgaged, determnes the value of the
construction and any contents, reviews the nortgage contract
and records its terns, and collects the registration fee
Thereafter, the nortgagor and the nortgagee execute the
nmortgage contract before the registrar, who authenticates
the nortgage deed by placing thereon his nane and signature
and the seal of the Free Zone Authority. Such executed and
aut henticated nortgage deed is deenmed to accurately reflect
the entry in the register.

In case the registrar has reservations about any
docunentation or information provided in or wth the
application, the registrar my refuse registration until
satisfied that all required docunentation and information
has been adequately furnished. Once effected, entries in
the register may be altered only by way of anendnent or
cancellation, each of which nust be wtnessed by the
registrar.

A single property may be subject to nmultiple nortgages,
chronologically recorded in the register. Such record shal
reflect the relative priority of each nortgage, where an
earlier registered nortgage is presuned to rank in priority
over any subsequently registered nortgage. Al'l nortgages
expire upon expiry of the lease of the |land upon which the
nmortgaged property is located, at such earlier tinme as nay
be specified in the agreenent between the nortgagor and the
nortgagee, or by final judgenent of a court of conpetent
jurisdiction.
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After ascertaining that appropriate docunents acconpany
an application for cancellation of a nortgage, the registrar
may  cancel the relevant nmortgage by recording the
cancellation in the register, specifying the reasons for and
date of such cancell ati on.

A nortgagee nmay foreclose on the nortgaged property if
the nortgagor defaults in paynent of the debt secured by the
nortgage, for any other reason stipulated in the nortgage
deed, or pursuant to applicable |aws. Forecl osure requires
subm ssion of the nortgage deed to the execution judge and
institution of sale proceedings pursuant to the Federal Code
of Gvil Procedure. Subject to conpliance with the |aws and
regulations of the Jebel Ai Free Zone, a buyer of
forecl osed property may rent out or use the sane for the
remai nder of the period of the |ease.

4. Advocacy Law

Anmendnent s have been introduced to the Federal Advocacy
Law that focus on the <continuing ability of foreign
nationals to appear before the courts of the U A E (see the
Decenber 1991 and Cctober 1997 editions of this Newsletter).
To be admtted as an advocate, a person nust be at |east 21
years old; enjoy full capacity, be of good conduct, be of
good reputation, and not have been judicially or
admnistratively penalized for a felony or a m sdeneanor
prejudicial to honesty or trustworthiness; and nust hold a
degree in law or in Shariah and law from a university or an
institution of higher |earning recognized by the UAE or
t he equi val ent.

Forei gn advocates are subject to further requirenents.
Prior to the anendnents, it was required that a foreign
advocate nust have already practiced the profession of
advocacy or a judicial profession for at least 15 years if
he seeks adm ssion before the Federal Suprene Court (ten
years for other courts), that he hold a valid residence visa
in the UAE, and that he practice the profession of
advocacy through the office of a Iicensed national advocate.
The new anendnents apply the requirenent of 15 years of
experience to all foreign advocates, and provides that only
national advocates may appear before the Federal Suprene
Court . Moreover, the anendnents now state that the
| npl enenting Regul ations of the Advocacy Law shall specify
the nunmber of non-national advocates who are registered to
practice advocacy in each office of a UAE national
advocat e.
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The new anendnents allow non-national advocates who
conply with the foregoing rules to continue to appear before
the Courts of Appeal and the Courts of First Instance for
two nore years. This two year period may be extended by
Resolution of the Cabinet for further two year periods,
subject to a maximum total extension of four years for the
Courts of Appeal and eight years for the Courts of First
| nst ance.
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5. Tort Liability for Carriage of Goods

A recent judgenent of the Dubai Court of Cassation
consi dered whether a vessel could be liable to a consignee
to whom it did not issue a bill of |ading. The i ssue,
frequently encountered in the context of mul ti nodal
transport of goods, arose here in the context of carriage of
goods by sea.

A consi gnnent of frozen neat was shipped fromlIndia to

Jebel Ali. The carrier issued a bill of lading to the
consi gnee, but arranged for shipnent on a vessel other than
the vessel shown in that bill of |[ading. The vessel on
which the goods were carried issued a bill of lading in

favor of the carrier, not the consignee.

The frozen neat was found to be spoiled upon its
arrival, apparently because the freezer units had not been
plugged in during the voyage. The consignee brought suit
against the carrier and also against the owners and the
charterers of the vessel that carried the cargo. The Duba
Court of First Instance dism ssed the suit, holding that the
plaintiff |acked standing to sue the defendants. The Court
of Appeal reversed in part, holding that the plaintiff could
recover fromthe carrier under the bill of lading. However,
the Court of Appeal held that the plaintiff could not
recover from the owners and the charterers of the vessel
under the bill of lading, and noreover that it could not
recover fromthemin tort given the facts of the case.

The Court of Cassation agreed that the plaintiff could
not sue the owners and charterers of the vessel under the
bill of lading, and that the carrier would be the only party
wth a claim against the vessel under the bill of |ading
However, the Court held that the plaintiff could naintain a
tort claim against the vessel, and that the Court of Appeal
had not provided an adequate discussion of this portion of
t he case. Because the judgenent below had not considered
the elenments of a possible tort claim the Court of
Cassation renmanded the case for further proceedings on this
i ssue.

6. Federal Cvil Aviation Authority

A m nor anmendnent has been introduced into Federal Law
No. 4 of 1996 Creating the Gvil Aviation Authority (see the
April 1996 and August 1996 editions of this Newsletter).
The CGvil Aviation Authority was previously required to
allocate 10% of its annual net profits towards accunul ation
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of a statutory reserve equal to one-half of the capital of
the Authority. The amendnent now requires the Authority to
all ocate 50% of its annual net profits towards accunul ation
of this same reserve.
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7. Entry Prohibited

A mnor anmendnent has been introduced into the
| npl enenti ng Regul ati ons pronul gated under the Federal Law
on Entry and Residence of Foreigners (see the Cctober 1997
edition of this Newsletter). The | nplenenting Regul ations
provide for preparation of a blacklist of persons who nay
not enter the U A E Before the anendnent, this blacklist
consi sted of four categories, which were persons convicted
of crimes and sentenced to deportation, persons deported by
order of the Mnister of Interior, persons whose activities
have been reported to the authorities by the International
Cri mnal Cooperation Departnent, and carriers of infectious
di seases (including Aids) viewed as dangerous to public
health by the Mnistry of Health. A fifth category has now
been added, conposed of persons who have been deported from
a nenber state of the @lf Cooperation Council because of
crimes.

8. Dubai : Rent D sputes

The instructions governing the Dubai Rent Commttee
have been anended, and now provide that an execution judge's
order for inplenentation of a Commttee decision to vacate
premses wll be final and no appeal wll be available
agai nst such order.

Edited by Am ad A Khan, Esq.
Charles S. Laubach, Esq.
Afridi & Angell



