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Bringinglalstrategic/investorion/board/oflapublic/joint/stocklcompanylimeans(in
legal termslallowinglsuch(strategiclinvestor(tolinject[fundslas(tier(1[capital, by
waylof subscribing/tolalcapital raiselandbecominglalshareholderlin/the public
company. Atlfirstiglance, thelfeasibility[of[suchschemelmaylbe defeated [by[the
provisions(oflArticle((204)(of[the[UAE[Commercial[CompaniesLaw.

Inlfact,Article (204)[confers(apreferentialright/of subscriptionlonishareholders,
and/precludes/waiving/such(right,levenby[the Extra Ordinary General Meeting
of(thelshareholders.[Anyldecisionlor[provision(tothelcontrarylis(consideredfiull
and[void.Itlislourlopinion/that/the[text/ofl Article[|204]/islofpubliclpolicy related
tolthe[protection/ofiminority[shareholders(upon(raiselofl capitalbylissue of hew
shares, [ tolprevent anyllabusel byl majorityl 'shareholderslland[Idilutionofl the
shareholdinglof minority’shareholders.

Furthermore, ‘coming/ from  personall lexperience,  the Ministry ofl [Economy!is
stringentlin/thelapplication/of/Article[(204) and imakes noléxceptions.

However, suchlobstacle/mmay(belcircumvented by applyinglalsomewhat!different
schemelwherebyl capitallis/traisedlin[thelform[ofl bondsmandatorylconvertible
intolshares.

Inlfact,[JonllonelThand(therellexists[Inol provisionlIgivinglIshareholders(Iisuch
preferentialright[towards[subscription/to/bonds/in/generallori¢convertible bonds.

Onl(thelother’hand,Article((204) 0of 'the CommerciallCompanies/Law[conferring/a
preferentiall right[ ofl subscription’on/ shareholders,  specificallyl refersto “new
shares”,[whilst/Article([(201) provides(that “lAlraiselof capitallisleffectedlinlonelof
the following lways:[11) Byl lissuing new!shares; 2) Merging! reserves!intol the
capital;[3) Converting bondslinto shares.”

Hence,litlislourl opinion/thatunder[UAEllaws, thel shareholders’ preferential
right[Jofl Isubscription(JislIrestricted[/to[Inewly[lissued[Ishares, land[ldoes[not
encompass/convertiblebonds.

Shareholdersmay/waive any/trights/theymaylhaveltowards[subscription/to’the
convertible[/bonds, [Iby[lallresolution[Ipassed/Jat/ithel|ExtralOrdinary |General
Meetinglheld tolauthorize[thelissuelof suchbonds.

Accordingly,lalpublicl lcompanylmaylladoptllallscheme[ for[bonds'mandatory
convertiblelinto/shares, and[structure(thelissuelinlalwayl[toltreflect thelspecial
purposelofisuchischeme.



Welshallloutline'hereunder/the(trules/governing/suchlissueland/bonds/in/general,
thelrightsland[ obligationsl ofl bondholders! thereunder, andl speciall provisions
and[considerations/related tolconvertible bonds.

Articles[(177)to[(186)Lof the[UAE Commerciall Transactions/ Law/layldown/the
rules/governing(bonds,tightslof(holdersfand(thel¢conversion(thereof.

Alcommerciall company/may, subject/tolthelapprovallof(its generallassembly,
acquirelloans[bylissuinglequallvaluelnegotiable[bonds.[ Thel generallassembly
maylauthorizeltheboardlofldirectors(tolspecify[thelamountloflthelloanland its
conditions.[Thelloanlandthelterms/thereofimustbeltecordedlin[the[Commercial
Register(Jand/Ithe[I1Ministry[lof/]Commerce[ & Industrylland[Ithe]Competent
Authoritymustlbelnotified.

Hencel basically,issuance ofl bonds[may[ bel resolved byl lanlordinaryl general
assembly’slmeeting.[Bondslare hegotiable securities/whichlhavelequallhominal
value,landlarelissued/tolsubscriberslin(tespectloflaloan/made to/the[company.
Thelpowerl tolsetltheamountland[terms( bfl thelloanmayl bel delegated tolthe
boardlofldirectors. However, alresolution(of thelextraordinarylgeneralmeeting/of
shareholderslis/trequiredtolauthorize the issuelofl convertible bonds, given(the
factthatsuchlissue/mayleéventuallylinvolvelan/increaselof(capital.

Bondslmayl beleitherlin/thel registered /nominall form[or(in/thel bearer form.
Bonds(thatlarel partlyl paiduplmustlbelinlthel registered /nominall formuntil
theylarefullypaid.

Loanlbonds/imaynotibelissued priortothefull payment ofthe/companylcapital
and[thelpublication/oflatlleast/thebalancelsheet andprofitiandlosslaccount/for
thelfirstlfinanciallyear,[unless(thel Statelorlonelofl thel banksloperatinglin the
UAEl] guarantees(] thel | repayment(] of(] suchl] bonds(] orl[]issues/] instruments
guaranteeingrepayment.

Bondsloflthelsamelseries/are/tolranklequallyland(without/priorityloneloverlthe
other,Jand(]shallll grant[ theirl]l holders(]equalll rights, | notwithstanding/any
provisions/to/thelcontrary.

Albondlissuelisllal globallissue;l therefore, 'bondholders[areligatheredliintolla
generallbodylandlarelgivenlalcollectivestatus. In(fact, thelestablished[trightslof
bondholders['maylnotlbellamended by iway[lofl Jallresolution(Ipassed(IbylIthe
shareholderslassembly’s/imeeting,[except/with[thelapprovallofifbondholderslinla
speciallassemblylconvenedlinlaccordance with thelsamelprovisions governing
thelextralordinary/generallassemblylofishareholders.

Thelvaluelofthe bondlissuelshould nhotléxceedthelamountlofithe capitallaslitlis
displayed(linllthelllastllapproved(Ibalancelsheet,[lunless(Ithellcompanylwas
permitted(tol'dol’sol underlitslincorporationldecree or[unlessl(the bondsllare
guaranteed(/by[IthelIStatellor[Iby[]albankloperating/Itherein. IThelresolution
concerning/thelissuelof/bonds/shalllonlylbeleffectivelafterlits(registrationlin the
CommerciallRegister.



The CommerciallCompaniesLaw imposes/heitherlalminimum/horlamaximum
nominalvaluelonbonds.[However,(bonds[of(the[samelissuemust/havelanlequal
nominallvalue.lAlthoughl[the bond hastoltemainlaslalwhole unitlandlis nhot
divisiblelintofractions,it[is[subject[to[colownership.

Bondslareusuallylissued(foriconsiderationlequivalenttoltheirprincipallamount;
theylmaylalsolbelissued withlapremiumlorfatialdiscount.

BondsImaylalsolbelc¢lassifiedaccordingtolwhether(theylarelsecuredlorifhot.

Convertible[bondslconferlonltheir holders/theltightloflconverting/alloan tolthe
companylintolshares/of that'same/company.

Convertible[bonds[ presentl al doublel advantage:[‘safety on[thel one hand[|the
holderllenjoying[lal creditorlIstatus)Jandllon! thellother[Thand [ opportunity lofl a
speculativellgain(/(thel holder[benefiting! by anyllincreaselinl thel valuelofl the
sharesipon/conversion).

Basically,lanlissuelofl bonds[ convertible intolshares[is[‘subjectltol thel'same
provisions/aslordinary/bonds.

However, certain[specialprovisions/and/¢onsiderations/arelattached(tothelissue
oflconvertiblebonds.

Alresolution/of(thelextraordinary/generalimeetinglof(shareholders/is/tequired/to
authorizel thelissuel ofl convertible bonds[ given(thel factlthat suchlissuelmay
eventually/involve anlincrease/of ¢apital.

Aslwenoted[earlier, although/¢convertible/bonds/conferion/their holdersithe/right
oflconvertingthemlintolshares,shareholders/may nhot'havelalpreferentialltright
tolsubscribeltosuch/bonds.

Thelterms[ of thelissuel mustl containlalllitemsofl informationlconcerningl the
loan((e.g.[thebasislofl conversion) andl mustl specify thel datel or[ thel periods
during/which/a’bondholderimay/exercise his/¢onversion/(privilege.

Thel prospectus(forl convertible bonds requires(thel approvallofl the competent
authorities.
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