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UNL TED ARAB EM RATES

1. Final Set of Securities Regulations

Three new Resolutions issued by the Securities and
Commodities Authority conplete the regulatory framework for
the trading of securities in the U A E Although all three
Resolutions were promulgated in early 2001, they took
effect only upon their publication in the Septenber 2002
Federal O ficial Gazette.

The Resolutions were promulgated pursuant to Federal
Law No. 4 of 2000 (see the March 2000 edition of this
Newsl etter), which enabled the Cabinet and the Securities
and Commodities Authority to pronulgate inplenenting
regul ations. W have reported previously on regulations
pronmul gated by the Cabinet on the functioning of the
Aut hority, the licensing and supervision of securities and
commodities markets, and the listing of securities, as well
as regulations promulgated by the Authority on nenbership
in the markets, brokers, and disclosure and transparency.
W now report on regulations promulgated by the Authority
on arbitration of disputes and on trading, setoff,
settlement, transfer of ownership and safekeeping of
securities. A future Newsletter wll discuss the new
regul ations on the functioning of the nmarkets.

a. Arbitration. Resolution No. 1 of 2001 establishes
arbitration procedures for resolving disputes arising from
dealings in securities. Parties trading on a UAE
securities market will be deened to accept arbitration as
the sole neans for resolving disputes. The Resolution
provides for a request for arbitration to be submitted to
the Securities and Commobdities Authority, who will notify
the respondent of the request. The Chairnman of the
arbitration panel will be a judge nom nated by the M nister
of Justice or the Chairman of the Justice Departnment (as
the case may be), and the other two nenbers of the pane
will be nom nated respectively by the Director GCeneral of
the concerned narket and the Chairman of the Board of
Directors of the Securities and Commodities Authority. The
Resol ution provides for procedural matters, including the
setting of a tinetable by the arbitration panel, the filing
of evidence (including giving oral evidence if required by
the parties), and the engagenent of experts if required.
The Resolution provides that the arbitration proceedings
shall be confidential to the parties and the nmenbers of the
arbitration panel and that the award shall be rendered in



the Arabic |anguage. The decision of the arbitration pane
shall be by the majority of its menbers, and the award mnust
contain reasons unless +the parties agree otherw se.
Timeframes are prescribed for the naking and resol ution of
applications to the arbitration panel to correct clerical
arithnmetical or typing errors in the award, and to request
an explanation of any specific points in the award. There
is also provision for an aggrieved party to apply for an
additional award to be rendered with regard to clainms not
dealt with in the award

An award nmay be challenged on the grounds that it is
invalid or void by way of an application to the conpetent
civil court. There are limted grounds for such a
chal l enge, and the application to the court nust be made
within 30 days of receipt of the award by the aggrieved
party. An application to the court does not automatically
stay execution of the award, although the court has power
to order a stay.

Fees are payable on the filing of the request for
arbitration. The tribunal has the power to award costs
including the arbitrators' fees and expenses, t he
adm nistrative fees of the Securities and Conmodities
Aut hority and the relevant market (in accordance with a
scale to be published), and the fees and expenses of any
experts and translators appointed by the arbitrati on panel.
The panel has power to nmeke provision for the paynent of
the costs of the arbitration.

b. Trading and setoff regulations. Resolution No. 2
of 2001 concerns the trading, setoff, settlenent, transfer

of ownershi p and saf ekeepi ng of securities.

Resolution No. 2 of 2001 first discusses the rules
that apply to securities trading. Trading in a market is
restricted to securities listed in the nmarket, and the
market is directed to display the prices at which
securities are traded. Trading is conducted on the trading
floor by registered brokers. Limted categories of trades
may occur off the trading floor, including transfers of
title anong spouses and close relatives, transfers of title
resulting from inheritance or wlls, transfers of title
pursuant to court orders, transfers of title pursuant to
settlenents with financial institutions, transfers of title
anong persons listed in a single certificate of ownership,
and sales of securities by auction. However, such transfers
off the trading floor nust be conducted in accordance wth
applicable narket regul ati ons. A party trading in



securities off the trading floor nmust notify the market of
the transaction within two busi ness days.

Resolution No. 2 of 2001 contains specific rules for
the trading of securities owned by an investor, defined as
a person who undertakes the profession of sale and purchase
of securities for its own nane and account. A broker may
not trade on behalf of an investor unless an account for
the investor has been opened with the clearinghouse. A
broker nmay not conclude a sale on behalf of an investor
unl ess the relevant securities have been transferred from
the investor's account wth the clearinghouse to the
i nvestor's account with the broker.

Trading is to take place through the electronic
trading system provided in the relevant market, unless the
mar ket consents in advance to specific trades that exceed
80% of the security provided by the broker. The broker is
to enter purchase and sale orders via the channels provided
by the market. The value of a security may not change nore
than 15%in a single trading day fromits closing price the
previous trading day, although the nmarket nay permt a
greater fluctuation when required if approved by the
Securities and Commodities Authority.

The board of directors of the market shall be Iliable
for the daily follow up of securities trading in a manner
that ensures fairness anong traders. The opening of the
tradi ng session, the proper conduct thereof, and the proper
application of trading instructions shall be overseen by a

mar ket supervisor who shall be assisted by a nunber of
officials. The nmarket supervisor shall be Iliable for
managi ng the trading session and observing conpliance by
brokers with applicable trading rules, including the
mai nt enance of order on the trading floor. The market
supervi sor shall imediately notify the director general of

the market or his deputy of any matters or acts that my be
in dispute, for taking necessary action.

The market nust record all transactions in |listed
securities conducted in the nmarket, and any such
transaction not recorded pursuant to Federal Law No. 4 of
2000 and its reqgulations shall be void. Entries in the
registers of the narket, whether nade by hand or
el ectronically, and any docunents issued by the market
shall be deemed legal proof of trading and ownership of
securities, unless the contrary can be proved.



Any trading in securities by the chairman, a nenber of
the board of directors, the general nanager or any other
officer of a conpany whose securities are listed in the
mar ket must be conducted in conpliance with the provisions
of Federal Law No. 4 of 2000. Anong other things, that Law
i nposes disclosure requirenments whenever any such person
trades directly or indirectly in securities of the sane
conpany or a corporate parent, subsidiary or affiliate. All
transactions in contravention thereof shall be void.

A transaction shall be void that was carried out based
upon undecl ared or undi sclosed information that came to the
knowl edge of the trader by reason of his position, or if
the trader was the chairman, director or enployee of the
conpany using internal information about the company in the
transaction. Also void will be any securities transactions
designed to mslead others, such as a series of fictitious
transactions designed to give the appearance of an active
mar ket, and any transactions that are designed to affect
the value of securities for the purpose of encouraging
other transactions. It is also prohibited to take any
action that mght have the effect of fixing the price of a
security.

At the end of each trading day, the market and the
brokers will review the day's orders and trades. In the
event of any errors, the concerned brokers will submt the
necessary anendnents, with copies of the relevant purchase
or sale orders attached. The narket will prepare daily and
weekly bulletins of traded securities for approval by the
director general of the market and publication in a |ocal
daily Arabic newspaper. A further bulletin wll be
publ i shed nonthly, reporting on trades, trading volunes in
various activities conpared to the previous nonth, and
i ndexes. Bulletins will provide figures wthout disclosing
t he nanes of brokers or traders. The market is required to
file reports with the Securities and Conmodities Authority
on forms prepared by the Authority.

The director general of the market, with the approva
of the Authority, nmay tenporarily suspend trading in a
security in exceptional circunstances, or in cases where
sonmet hing threatens the good conduct of business and order
in the nmarket. The director general may also tenporarily
suspend trading in securities of a particular conpany
pendi ng publication of an inportant conpany notice that has
been notified to the market, during a general assenbly of
conpany sharehol ders that coincides with trading hours, or



upon request of the conpany giving other reasons. A conpany
with listed securities must announce in advance the date
for its general assenbly and the date for distribution of
di vi dends. The hol ders of shares that are registered on the
day before the general assenbly shall be deened authorized
to attend and vote. The holders of shares on the date
specified for the distribution of dividends shall be
entitled to receive such dividends.

Each market shall pronulgate rules on working hours on
the trading floor, access to the trading floor, and
observance of instructions on the trading floor; the nunber
of representatives of a single broker who may be present
together in the broker's office; entry into a broker's
office and instructions to be observed by persons present
therein; and the purchase and resale of securities in a
singl e tradi ng session.

In addition to the foregoing rules on trading,
Resolution No. 2 of 2001 contains the following rules on
setoff, settlenent, transfer of ownership and safekeeping
of securities. Wthin one week of obtaining approval for
listing securities, a conpany nust provide to the
cl eari nghouse an updated list of its shareholders in
accordance with the electronic data storage fornms prepared
by the narket. The conpany shall thereafter update
sharehol ders' nanmes as required. Wthin one week of
approving a securities listing, the market shall install a
two way terminal in the office of the registrar of the
conpany to be listed, to enable the conpany registrar to
access the register for information and for updating
conpany particulars in the register.

Resol ution No. 2 of 2001 contenplates that a
cl earinghouse in each market wll assign nunbers to
i nvestors and supervise the sane, operate the conputerized
regi ster of sharehol ders on behalf of all of the conpanies
with securities listed in the nmarket, update the register
of shareholders in accordance with transactions in the
mar ket and ot her transfers between brokers, approve updates
in the register of shareholders ©pursuant to share
transfers, operate the clearing nmechanism in the narket,
i ssue orders for paynent of net anmobunts owed to and by
brokers, and act as custodian and nanager of the security
provi ded by brokers.

Each nmarket shall prepare rules governing access to
t he cl eari nghouse by brokers and the public, the opening of
accounts with the clearinghouse, transfers of securities



from the investor’s account to the broker’s account wth
t he cl eari nghouse, t he regi stration of securities
nortgages, and any other task assigned by the market's
board of directors. An investor nmay obtain confirmation from
the clearinghouse of the listed securities that he owns. To
do so, the investor submts an application on the
appropriate form on which the clearinghouse nust act no
later than 10:00 a.m on the date following receipt of the
appl i cation.

The nunber of securities sold shall be deducted from
the account of the seller and added to the account of the
purchaser at the time the trade is perforned. Listed
securities of the sane class and issuer shall be treated as
fungi bl e noveable property. The broker for the purchaser
shall pay the net amount due, as determned by the
cl eari nghouse, by transfer from its account to the
settl enent account. The clearinghouse nakes a correspondi ng
transfer to the account of the broker for the seller, for
transfer to the investor. Breach by the broker may entitle
the cl earinghouse to exercise the security provided by the
broker and may entitle the nmarket to take disciplinary
neasur es.

Transfer of title to securities shall be effected in
the market in accordance with the regulations issued by the
mar ket. The relevant procedures shall be undertaken by the
i ssuer of the securities w thout delay. A conpany nay not
i ssue share certificates for shares that are held by the
cl eari nghouse pending negotiation. For shares that are not
held by the «clearinghouse, conpany registrars may issue
title transfer certificates only for the purpose of
transferring title to the clearinghouse or transferring
title pursuant to the limted types of transfers that are
permtted off the trading floor, provided that the market is
pronmptly notified thereof. The market is directed to prepare
further regulations on share transfers to the clearinghouse
pendi ng negotiation and on share transfers off the trading
floor.

2. Dubai Authority for Attraction of
| nvest nent and Devel opnent

Dubai Decree No. 2 of 2002 establishes the Dubai
Aut hority for Attraction of Investnent and Devel opnment and
provides a framework for its functioning and regulation.
The Authority's objectives are the devel opnment of Dubai as
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an international commercial and financial center and the
attraction of foreign and local investnents. In order to
achieve its objectives, the Authority may carry out the
foll ow ng functions:

1. Establishing strategies and policies relating to the
attraction and encour agenent of signi ficant
i nvestments in Dubai;

2. Granting investnment concessions and incentives for
significant organizations and conpanies investing in
Dubai ;

3. Facilitating | i censi ng and ot her gover nirent al

procedures for major organi zations and conpani es;

4. Est abl i shi ng, owni ng and devel opi ng i nvest ment
organi zations and conpanies, whether solely or in
association with others; and

5. Any other functions or tasks assigned to it by the
chai r man.

The Authority is a financially and adm nistratively
i ndependent body established by the Governnent of Dubai.
Its admi nistration shall consist of a chairman, a board of
directors, a director general and an executive staff. The
chai rman, appointed by Decree of the Ruler of Dubai, is to
supervise the Authority, and he has the power to establish
the rules and regulations required for the operation and
adm nistration of the Authority and for the inplenentation
of Decree No. 2 of 2002. The chairman al so appoints the
menbers of the board of directors and the director general.

The di rector gener al is to undert ake t he
adm nistration of the Authority under the supervision of
the board of directors, and is to represent the Authority
with regard to third parties. The nom nation, election and
terms of the enploynment of the executive staff are to be
determ ned by regul ations i ssued by the chairmn.

The board of directors is vested with the follow ng
functions:

1. Proposing the policies, plans and general strategies
for the Authority and referring the sane to the
chai rman for approval
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2. Subm tting to the Governnent of Dubai proposals on the
laws and regulations that can enhance, develop and
attract major investnments in and to Dubai;

3. Establishing the organizational structure of the
Aut hority and referring the sane to the chairman for
approval ;

4. Preparing the internal rules and regulations relating

to the admnistrative, financial and technical affairs
of the Authority, supervising the inplenentation
t hereof and submtting such rules and regulations for
t he chairman's approval

5. Approving the budget prepared by the director genera
and then submtting it to the Governnment of Dubai for

approval ;

6. Establishing the i nt ernal regul ati ons for t he
proceedi ngs and neetings of the board of directors;
and

7. Any ot her function assigned to it by the Governnent of
Dubai or the chairman.

3. Dubai Court Fees

The Dubai Court Fees Law, Law No. 1 of 1994, has been
anended by the addition of a Dh 500 fee for objection to a
proposed sal e of a business.

SULTANATE COF QVAN

Contributed by Trowers & Ham ins, Miscat, Qman

1. Commer ci al Conpani es Law Anended

The Oficial Gazette published on Septenber 1, 2002
contained the provisions of Royal Decree No. 77 of 2002
concerning principal anendnents to the Commercial Conpanies
Law (Royal Decree No. 4 of 1974). These anendnents have a
gquite significant bearing on the law in QOman regulating
conpanies and, in particular, affect the procedures for:

* conversion of conpanies;
* internal regul ations;
« share transfers;
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e increases in capital;

* bond issues;

* nunber of directorships;

e audit commttees;

* general neeting supervision; and
* limted liability conpany capital.

This article seeks to inform those involved wth
corporate activities in QOran of the principal changes and
their potential effect, although one should always seek
expert advice when contenplating specific changes wthin
any particul ar conpany.

a. Conversion of conpanies. Prior to the anmendnments
to the Commercial Conpanies Law, there was a requirenent
that a conpany could not be converted into another type of
conpany until that conpany had issued three annual audited
bal ance sheets. This has now been renoved. However, the
conversion of a conpany still requires the passing of an
appropriate resolution to amend either the constitutive
contract or articles of association of the conpany in
accordance wth specified procedures.

The conpany wll <continue to be the sane juristic
person following its conversion. The conversion shall occur
upon the nenbers' discharge of existing liability to

creditors, wunless those creditors otherwi se agree, and
after the conversion is noted in the Conmercial Register.

The Mnister of Commerce and Industry is to issue a
resolution setting out the regulations for conversion to a
joint stock conpany. The effectiveness of the anendnments
will depend upon the requirenents that the Mnister of
Commerce and | ndustry sets.

b. Internal regulations. Fornerly, Article 68 of the
Commerci al Conpanies Law allowed a joint stock conpany at

gener al neetings to adopt regulations governing the
managenent and operation of the conmpany. These regul ations
could then be anended only at a further extraordinary
general nmeeting. Cbviously, system zed processes relating
to the managenent of the conpany, its business and affairs
and the responsibilities of the various officers within the
conpany are beneficial, if appropriately drafted, as they
give everyone within a conpany a clearer understandi ng of
their position, responsibility and authority.
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Under the anendnents to Article 68, such internal
regul ations are now conpul sory. Each joint stock conpany
must by board resolution promulgate internal regulations
governing the conpany's mnmanagenent, business and enpl oyee
affairs. Such regulations nust be in place upon the
formation of a new conpany, or wthin one year of the
effective date of the anendnents (i.e., October 1, 2003)
for an existing conpany. However, it is noted that before
boards start to review their internal regulations, these
regul ati ons nust be made in accordance with rules yet to be
issued by the Capital Market Authority. The effectiveness

of this provision will depend upon such rul es.

C. Share transfers. Negotiable shares in public
joint stock conpanies which are bought and sold on the
Miuscat Securities Market are to be transferred in

accordance with the Capital Market Law, and such transfers
are not subject to the approval of the board of directors
of the conpany. The provisions relating to conditional
registration of share transfers have been renobved,
presumably indicating that there are now no conditions
whereby a public joint stock conpany can refuse to register
a transfer of shares, although the application of this
anmendnent by the relevant authorities wll nake the
position clearer as tine passes.

Founder nenbers of public conpanies may wi sh to note
that there is still a mninmum lock-in period for their
shar es, unt i | i ssuance  of bal ance sheets for t wo
consecutive financial years with effect from the date of
ei ther production of those bal ance sheets or comencenent
of business. There have al ways been exceptions to this rule
relating to the transfer of shares held by the Governnent
and allowing founder nenbers to transfer shares anong
t hensel ves. However, the exception relating to a sale by a
founder nenber to recover suns due and unpaid on those
shares has been renoved.

The ability of the Mnister of Comrerce and Industry
to extend this two year period for a further year at the
request of the Capital Market Authority has been preserved,
but it is now expressly stated that this does not prejudice
a founder nenber's right to give a second priority nortgage
on his shares.

d. Increases in capital. The amendnents to Articles
82 and 83 of the Commercial Conpanies Law renove the
express ability of a conmpany to allocate 5% of an increase
in capital to the conpany's enployees. However, this is



- 14—

covered by a broader provision allowwng a conpany to
allocate increases in capital to specified persons. This

will be subject to guidelines yet to be issued by the
Capital Market Authority. It is expected that these
guidelines will particularly focus on the private placenent
of shares and wll, therefore, be of significance to any

conpany seeking financing fromthe investnent community.

The preferenti al rights of each shareholder to
participate pro rata in any share issue is preserved.
However, waivers of these preenption rights, which were
necessary to give effect to private placenents, are now to
be regulated by guidelines which have yet to be issued by
the Mnister of Comerce and Industry. These quidelines
will be crucial to the inpact of the amendnents.

| f shares are not subscribed for by the sharehol ders
during the preenption period, then the board may either
offer such shares for public subscription in accordance
with the procedures followed on incorporation of a joint
stock conpany, or reduce the increase in share capital to
the extent to which the sharehol ders' preenption rights
wer e not exercised.

e. Bond issues. Subject to the Capital Market Law, a
j oi nt stock conpany by resolution adopted at an
extraordi nary general neeting may issue negotiable bonds by
a public or private placenment. Such bond issues wll be
subject to rules to be issued by the Mnister of Commerce
and | ndustry.

Al bonds of the same issue are to have the sane
nom nal value and maturity date. A bond nust be fully paid
on the date of subscription and shall be indivisible and
non-transf erabl e.

f. Nunber of directorships. No person nmay be a
menber of the board of nore than four joint stock

conpanies. Previously, this was five. A person may be a
chai rman of no nore than two such conpanies or of any two
conpani es which both carry out simlar objectives within
t he Sul tanate of Oman.

A person holding 10% ownership in a conpany no |onger
has a right to be a nenber of the board of directors, and
the nmaxi mum nunber of non- shar ehol der ("technical™)
directors, previously two, has now been renoved. However
the ownership requirenent in relation to the board of
directors nmay be set by a conpany's articles of
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association, and the rules and conditions for elections of
directors or representatives of any conpany and provisions
relating to their liability are to be issued by a
resolution of the Mnister of Comrerce and | ndustry.

It should also be noted that the board of directors by
resolution may form comrittees to perform specified board
functions. This is still subject to the exception that
certain matters are reserved to general neetings, including
the making of gifts, sale of substantial conpany assets,
granting security over the assets of the conpany and
guar ant eei ng debts of third parties.

g. Audit commttees. A joint stock conpany nust now
set up an audit committee conposed of nenbers of its board
of directors and appoint an internal auditor and a | egal
advi ser in accordance with the rules of the Capital Market
Aut hority. In respect of their audit conmttee functions,
the nenbers of the audit commttee are subject to the sane
liability that is inposed on directors by Article 82 of the
Commer ci al Conpani es Law.

h. Ceneral neeting supervision. The Capital Market
Aut hority is now to be notified of general neetings for

public joint stock conpanies, and the Mnistry of Commerce
and Industry is to be notified of general neetings for
closed joint stock conpanies. These authorities nmay then
send an observer to attend the neeting, supervise the
procedure and ensure |egal conpliance. Mnutes of general
nmeetings must be nmamintained, signed by the secretary,
chairman and the conpany's auditor and |lodged with the
Capital Market Authority or the Mnistry of Commerce and
| ndustry as appropriate within fifteen days of the neeting.

In addition, where the chairman of the board of
directors does not attend the general neeting, the deputy
chai rman may preside.

i Limted liability conpany capital. It is still
the basic presunption that a limted liability conpany wl|

have a share capital of at least R O 20,000. However, the
Director General of Commerce may exenpt certain conpani es
fromthis limt followng provisions yet to be issued by
the Mnister of Cormerce and Industry. The m ninmum capital
of an LLC may not fall below R O 3, 000.

As before, if the capital of the conmpany falls bel ow
its stated m ninmum capital, any interested party may serve



-16-—

a witten notice on the conpany requesting that the capital
be restored. Failure to restore within one year allows the

interested party to apply to the court for dissolution of
t he conpany.
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