Liquidation/of Limited Liability([Companies[(April[2006)

Thelcurrent/status/ofithelawlinrespectiofidissolution/andliquidation(oflimited
liabilitylcompanies(isset/forth below:

Theldissolutionl[ ofl thel companyl mustl bel communicated(tolthelpublicl bylits
registrationlin/thelCommerciallRegister, and/its[publication/in/twollocalldaily
Arabicllanguagel newspapers. Thel dissolution maylonlybelassertedagainst
third(partiesipon(theldateloflits[publication.

Immediately uponlitsidissolution,the companylenters(its/liquidation stage,
wherebyllit[retains(itsllcorporatellidentityllas/ mecessarylonly( for[ thelactsllof
liquidation. Thelphrase“Under(Liquidation” must/beladdedto/the hame of/the
company.

Thelauthoritylof’'theimanagersishalllcease ipon(dissolution,land/thelliquidator
shallll after(] his[ | appointment(] representl] and/] manage!| thell company.[] The
institutions bfl thel company! remain{duringl thelliquidation/process butl their
authoritylis[limited [ tolithosel‘areas[ thatl are beyond(ithel'competencel ofl the
liquidator.

Immediately[ipon’hislappointment,theliquidator'has(tolmakelan/inventorylof
thellcompany’slassetsland liabilities[upon( coordination( with[thel ‘company’s
managers(wholshall supplylalllthe hecessary accounts'andldocuments.[The
detailsiof(the[company’slassetsiand(liabilitieslare signed(by(thelliquidatorfand
thetnanagersiandthen(tecorded(by(theliquidator.

Thelliquidatorl mustl dolall thatlis[ necessaryl tol protectthelinterests bfl the
company!land([JshallllcollectJalll'duesJowed [ Ito[ thellcompany(lin/lorder/to
immediatelydepositithemlin/the banklaccount oflthel company. However, he
cannotl demand( ofl thelpartners(thel remainderlof theirl contributions/tolthe
company’s/capitalinlessthelactslof/liquidation(requirelit. In[all[¢circumstances
helmustlensurelthatléqualitylis/tnaintained(inthetreatmentlof(the[partners.

Itllis[the(task([]ofl Ithellliquidatorltolundertakellallllacts[Inecessaryllin[Ithe
representationCofCithe lcompanyduringtheprocessOoflliquidation,fincluding
representing/the companylinlthelcourts,payinglalllthe debtslandlsellinglall
moveablel assets. Helmay[ not[sell[alll thelassetsatlonceunless helhaslthe
approvalofla/GenerallAssembly(resolution.

Nollnew! businesslis[tol bellconductedduring thisl process, if thelliquidator
continuelthelbusinessiduring/thelprocessloflliquidationhelis held personally
liableltothefulllextentlofThislown[assets[for(such/business.

AllllcreditorslIshouldlbelnotified limmediately /byl lrecorded[Imail luponlithe
dissolution(bfl thel tcompany byl thelliquidator,[upon whichltimelalll deferred
debtsbecomelpayable. If[the televant/creditors’laddresseslare[unknown,they



areltolbelinvited(tolpresent(theirlclaimsbylmeanslofpublicationlinltwollocal
dailyl[Arabicllanguagenewspapers. Thelperiodforthe presentation(oflcreditors’
claimslcannot/bellessthan(45/days(from/theldatelofthe hotice[to/present/their
claims.

Wherellthellcompany’slassetsarelinsufficienttolsettleallCclaims, the
liguidatorImustsettle (them[proportionately lwithoutprejudice tolthe
rights/of 'the various creditors. Inlinstanceswherelsome/creditors(fail tolstate
theirtlaims, the[amountl ofl their[debtslislto beldepositedlinlthe company’s
treasury. Asllonglaslthelliquidatorlacts[within/the scopelof his[powers,[the
companylis/bound/bylhislacts,landheldoes[hot/bear(personal responsibilitylin
relationltolsuchlactions.

Where therelareimultiple creditors, theirfactsinpursuit/of their claims
arehotvalidfunlessimade /by theirfunanimouslapproval. This(factrhowever,
maylonlylbelasserted bylthelcompanyluipon(tregistrationoflliquidationlinlthe
CommerciallRegister.

TheltimeframelWwithin[which(thelliquidator has[tolperform hisldutieslis[tolbe
setloutlin/thelliquidator’sfappointment document,ifimoretimelisltequired(to
completetheprocessloflliquidation/theliquidatorisubmitsialteportto'showl(the
reasons/why(the processhas/not/beenlcompleted. Thelperiod canlbelextended
byltheltesolutionlof the partnerslioribylthe[GenerallAssembly.[If(suchlalperiod
is[notlsolspecified,éachlpartnerimay(teferthematter(to/¢court/tofix(alimitation
period. If thellcourtl fixeslal period, only[ thelcourtsl mayl extend[ this period
shouldthe need(arise.

Thelliquidatorhasl(tolsubmitlalteportion/thelactsloflliquidation(tolthe[General
Assemblyleveryl 6 months, andl shalll givel anylinformation/ requested[ byl the
partners.

Fundslof’thelcompany(tesulting/from/thelliquidationlareldistributed amongst
thelpartnersionlylafter(the[company’sidebts/arelpaid. Each(partner(isitolreceive
anlamountlequalltolthelvaluelofl thel sharel contributed[tolthelcapitall ofl the
company,land(thetemainderlof(thelcompany’sfundslareldistributedlamongst
thelpartnersiproportionately withleach[partners’sharelin/the(profit. Ifithe funds
ofl thel 'company!larelinsufficient tolicover the fullpaymentlofl thelpartners’
contributions,tthelldeficiency(lis[ distributedlamongstl them/Jaccordingltol the
percentagelspecified (foritheldistributionlofllosses.

Uponlcompletionlofl liquidation,[thelfinallaccountslof thelliquidator(mustl be
ratifiedlin(the[General[Assemblylof(thepartners, ipon(which(timelsuchlactslof
liquidationl ceaselimmediately. Thelliquidator'haslto notifythelpubliclofl the
completionloflliquidation/in/the same/fashion as/before, bylregistering/thelfact
intheICommerciall[ Register, land[ then[ helshalll requestl that[the lcompany’s
registration(be’deleted from the[CommercialRegister.

Aslhotedlearlier, thellaw( clearly provides/that Where the company’siassets
arelinsufficientJtoUsettleall[claims, ItheliquidatorCmustsettle Jthem
proportionately without prejudice to/the(rightsof the various/¢creditors.
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Butlwhatlif(the[Companylhaslinsufficientfunds/even(forialpartialsettlement/of
thelcreditors’dues,landthathonelofithe(Company’slassetslis(realizable?

Thislinstancellis[notl coveredl byl thellaws[inl[effect. Thellogicallandl prudent
coursel ofllactionunder'suchl circumstancesand[ which[therefore 'shouldlbe
taken(bylthe appointedlliquidatoriis/tolsendllettersitolalllcreditors/statinglthe
inabilitylof(thelCompany(tolmmake even/a partiallsettlementlandladvising/write
offfofl claim.[Thelliquidator(in/fact/wouldbelmerely[statinglalfact(rather(than
creatinglone.

Ultimately,[IthellliquidatorlJis[Jonly[lresponsible lif helthasliconductedJaffairs
improperlylandlis(liableltolindemnifyldamages[ suffered[ by third[partieslasla
resultlof’his[faults.

Aslforlthelliabilitylofl thelshareholderslandlwhetherltherelislalclaimlon(their
personallassets/inlcase/the(Companylis(bankrupt, the shareholder’sliability/in
an/LLClis/limited tolthevaluelof his[shares,landhemayfhotlin(principle(beheld
personally(liable for'the[Company’s(debts.

However,lany(personal guaranties(given/by/thelshareholders will be'énforceable
against/them.

Inlfact,Article((73)and[Article[(74) ofl thel Federal Law No. (18) 0ofl1983[in
respectioflCommerciallTransactions(respectively provide that:

ARTICLE(73):

“Alguaranteel shall bel commerciallif thel guarantor  has guaranteed al debt iwhich
isldeemedlinlregard toltheldebtor tolbe. commerciallunlesslotherwiselprovided for
by laworl agreement, or_if thel lguarantor is'al trader land haslJanliinterest in
guaranteeing/theldebt”.

ARTICLE (74):
“Inlalcommercial guarantee,[the guarantorsishallbeljointly'liablelwithleachlother
andliiththeldebtor”.

Hence,lif alpersonall guarantylis/provided bylonelofthe shareholders,[for(the
purposelofl securinglthel Company’sl commerciall debtstowardslalthird[party,
thenlsuchlshareholdermay/belheldljointlyliablewith[the/Companyforsuchla
debt,tolthelextent/of his[guaranty.

Moreover,(if(theshareholder(is(almanageriof(the[Company, heltaylalsolbeheld
liablelin[¢case helis/proven/to'have committedla contravention(to'thelawslor(to
the[Company’s(tregulations,lorlalfaultlinladministrating/thelCompany, which
haslresultedlinlaccumulating/the/companyldebts, [pursuant/tolArticle(237)and
Article[{111)lofithe(Commercial[Companies(Law.

InlfactlArticle (237)and[Article({111)[tespectively[providelthat:

ARTICLE (237)



“Unless! thel powersl of thel manageri arel fixedl in thel companyl Memorandum! of
Association,[] thell companyll managerl| shall'l have! full'l powersl tol| carryl] out
management_affairsof thel company,land hisl actions!shall bel binding onl the
company, provided! that theyl arel substantiated! byl thel capacity under iwhich he
acts.

Provisions! pertaining/tol liabilities lof Directors of! lal joint stock lcompanylshall
applyitol thellsaidl Imanager,[and lanylconditionIstipulatedlin/Ithe \company
MemorandumloflAssociation(to the contrary herebylshall belrevoked”.

ARTICLE(111)

“Thellchairmanlland/thellDirectorslshall lbel lliablel ltoward Ithellcompany,[the
shareholdersland! third parties for_actslof fraud and misuselof powersLand[for
anylactlofidefaultlivithlregardtolthellawlorithelcompanyteqgulationsiand forfault

»

infadministration..... .

Thellshareholder/manager( liability Itowards[Ithe lcompany’s/icreditors/laslla
manager/is(conditioned iponlestablishinglal¢certainimisuselof power(or faultlin
administrationllin[JthelJscopellofl ithelrelationshipliwith[IsuchlIcreditors, Jand
obtaininglalcourtrulingto/thatleffect.

Aslforicases!filedlagainst'the[Company/uinder(liquidation,litlis[to/benotedthat
whereltherelaremultiplelcreditors,(theirlactslin(pursuit/of(their ¢claimslarenhot
validinlessmadelbyltheirinanimouslapproval.[Furthermore,litlis[theltasklof
thelliquidator(tol[undertakellallllacts[ necessarylinl thelrepresentationlof( ithe
company!during/theprocess/ofliquidation,including/representing/the/company
inl¢ourts.
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