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Friends and colleagues,

Greetings again readers! It’s been a turbulent year so far, from earthquakes and
other natural disasters to civil unrest and revolution to the death of Osama Bin
Laden. The lingering question is how these events will affect the global tourism

industry. I can only imagine that Japan’s tourism will not be helped by the nuclear issues
plaguing the hardest hit areas of the country, and similarly, tourism to parts of the
Middle East and North Africa (‘MENA’) nations will not recover until the political situa-
tion in that region stabilises substantially.

The interesting corollary is the extent we may see tourism surge after these issues are
resolved or disasters are cleaned up. Widespread problems like this make more people
realise their chance to see certain places may be more limited than they originally
thought, which could lead to a surge of visitors to some of these locations after the fact.
That influx of tourist capital may really help revitalise these areas after their respective
struggles, but local leaders will need to take a measured approach since it will likely be a
temporary phenomenon.

We are still busily preparing for the IBA Annual Conference Dubai from late October,
and I’m thoroughly excited about the sessions we’ve put together. The conference regis-
tration forms and other materials have recently been put online at www.int-bar.org/
conferences/Dubai2011, so if you haven’t yet checked out the website, registered for the
conference, or booked your hotel, I would recommend putting that on your ‘To Do’ list!
I just finalised my registration a few days before writing this, and I am eagerly looking
forward to seeing many of you in October.

As a final note, I sincerely wish the best to all those who were affected by the tragic
earthquakes in Japan, the massive wildfires in Texas, and the tragic tornado outbreak in
Alabama, as well as any other natural disasters that have struck so far in 2011 or may
strike between my writing this letter and the date of publication.

Sincerely,

John M Vernon (May 2011)

From the Chair
John M Vernon,
The Vernon Law Group, Dallas
jvernon@vernonlawgroup.com



[2011] T R A V E L L A W Q U A R T E R L Y 129

Thursday 7 October 2010

From room service to rock band:
Exploring the nexus of technology
and leisure 
Part 1 of 2

Joint session of the Leisure Industries Section
with the North American Regional Forum
and the Technology Law Committee
Session Co-Chairs
Trevor W Nagel
White and Case LLP, Washington DC
Gabrielle Patrick
Coletti Development Group Inc, Fort
Lauderdale, Florida
The panel discussed the particular
challenges that face cruise line, hotel and
resort operators to integrate guest’s
experiences with technology.

Specifically, the session focused on the
connection between technology and
leisure, including licensing, intellectual
property concerns in a global market,
venue driven entertainment models,
digital distribution, virtual worlds, online
gaming and gambling. Royal Caribbean
shared its achievements and challenges in
integrating technology into its cruise line,
including its newest ship, the Oasis. 

This session report is an edited
summary of an audio recording of the
panel presentations. 

Technology Innovations on the
Oasis of the Seas

William A Martin CIO Royal Caribbean
Cruises Ltd, Miramar, Florida
Good afternoon. I have been asked to
present the technology innovations on
Oasis in a couple of technology forums.
When I was asked to do this for the IBA, I
asked why would they want to know about
this? As it turns out, technology, leisure
and the nexus between the two, is inter-
esting in its own right, particularly if you
are a technology attorney.

I am the Chief Information Officer of
Royal Caribbean Cruise Lines. I’ve been
with the company 26 years. I came from
the business side of the company. Let me
tell you a little about the company – we
have 41 ships with 90,000 berths as of
October 2010. We take delivery of the
Oasis sister ship this month – the Allure of
the Seas. She has a few special things about
her, including a partnership agreement
with DreamWorks, so we’ll have Shrek on
board, and a few others. We are going to
do 3D movies on board in the 3D theatre,
the latest Megamind film will have a
debut on Allure, and we’ll be doing a lot
more of that with DreamWorks. 

We have six brands and are the second-
largest cruise company in the world
behind Carnival Corporation. We have
two more ships on order after we take
delivery of the Allure this month. We have
three major brands:

Conference report
IBA Annual Conference
3–8 October 2010, Vancouver
Anthony J Cordato
Cordato Partners Lawyers, Sydney, Australia
ajc@businesslawyer.com.au



• Royal Caribbean International is the
contemporary global brand with 22
ships in the brand;

• Celebrity Cruises is a premium cruise
brand with ten ships and two on order;

• Azamara Club Cruises is a deluxe
brand. It is more of a destination brand
where you spend two or three days in
port; it has smaller ships so you can get
into a lot of ports.

We also have Pullmantur which is a
contemporary Spanish nationalistic
brand; TUI Cruises which is a joint
venture with TUI Travel in Germany; and
CDF Croisieres de France is a contempo-
rary French brand with one ship. These
last three are emerging markets for us.

The Solstice class is the newest class of
ships for the Celebrity Cruise Brand. We
are increasing the number of cabins.
Balcony cabins are increasing and greatly
reducing the number of inside cabins,
which all drives revenue. The energy
savings area is also of importance to us.
The Solstice class of ships is truly premium
– it has a lawn club with real grass where
you can play bocce ball or croquet on the
lawn. There is a Corning Museum of Glass
studio on board where there are big ovens
where they cook the glass to form it.

The Oasis class is the largest cruise ship
in the world. The rest of my presentation
is going to go into much more detail
about Oasis of the Seas. 

I’ll start with a description:

• The ship is open in the middle, she has
balcony cabins on the inside of the ship
that are open to the sky – they overlook
Central Park. 

• At the back of the ship we have an open
Opera Theatre, and have solar panels
all over the top of the ship.

• There is a basketball court and there
are two FlowRiders. A FlowRider is a

surf simulation machine which is very
popular with kids. 

• The Aqua Theatre is a water show with
high-dive acts. There is a platform
which is about 30 metres above the pool. 

• There is what we call the Boardwalk. 
It is quite festive, a lot of fun for the
kids. It has a carousel with real wooden
horses, which was quite controversial at
the time because there are two things
you don’t put on a ship and one of
these is horses – it is supposed to be a
bad omen but we did it anyway, and so
far, so good. 

• There is a Johnny Rockets diner.
• There is an H2O zone for the kids and

a solarium for the adults. 
• There is an adults-only pool area on the

front of ship. Inside the ship there are a
series of open class crystal canopies
which open onto Central Park.

• Inside there is the Royal Promenade
with Sorrento’s Pizza, Cupcake
Cupboard and there are parades down
the street each night.

• Inside is the Rising Tide bar which
rises three decks which is effectively
classified as an elevator. It is a fully
functioning bar that can accommodate
50 people with a fountain underneath
which rises as the bar rises and gives
the effect of pushing the bar up.

The design began in 2004; it was officially
ordered in 2006; the keel was laid in
2007; it was floated out in November
2008 and it was delivered 28 October
2009. It weighed in at 224,000 tonnes.
The previous largest cruise ship was
140,000 tonnes which was the Freedom
class. The length is 360 metres. The
propulsion is by three Azipods, azimuth
thrusters, which can rotate 360 degrees.
This ship is more manoeuvrable than any
other ship in the fleet – it can sit in a ten
inch window of space and maintain
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herself within that space using GPS. It has
a capacity of 5,400, with two people per
cabin for the 2,700 guest cabins. Seventy-
six per cent of the cabins have balconies
and the ship has a crew of just over 2,100.

There are 20 new technology applica-
tions deployed on the Oasis class – most of
them are really subtle and are not in the
face of the guest. The whole idea behind
most of this technology is to make a really,
really big ship feel small. These are some
of the technological innovations we use:

• Boarding Oasis of the Seas is faster than
any other ship in the industry because
of the technology that is employed.
From the time you reach the kerb at
Fort Lauderdale to the time you reach
your cabin is a maximum of 15
minutes. The average is about nine,
unless you have issues with your
documentation. 

• There are 24 restaurants on board
Oasis of the Seas which are integrated
with the digital signage. 

• There are electronic activity waivers.
• There is facial recognition software.
• There are iPhones and we are working

a lot with Apple. .

To give you some idea of the impact of the
number of these technology applications
we have added, prior to this, we had
about 45 applications on our newer ships,
and on some older ships, fewer than 20.
We have added 20 to the 45, which is
almost 50 per cent more applications, half
of them being new. For delivering these
applications, we won three different
awards from Information Week Magazine –
being ranked 41st of the top 500 for
technology innovation and ranked
number one for innovations around
customer intimacy. 

Most of the software we use is intended
to make life on board easier for our guests.

Digital signage
We use products called CountWise and
Affairware to do what is referred to as
shape recognition. We use shape recogni-
tion cameras at all of the entrances to all
dining venues on board. It can identify
heads and shoulders for every person
entering and exiting with a very high
degree of accuracy. It is updated about
every minute to the core systems and is
distributed to roughly 350 digital signs
around the ship that reflect the current
occupancy of all the dining venues. At
every elevator bank there is an interactive
digital sign. You touch the dining venues
and it shows you how full the dining
venues are.

The subtle impact of that signage is that
as you walk out of your room and walk
past the elevator bank, you take a look at
the dining venues because that is the
default listing that is on the screen, and
you see that the Park Café for example
has a thermometer reading of yellow,
which indicates medium occupancy
(green is low, red is full) so there is room
for you. If you are thinking of going to
the Wipe Out café for example, and you
see that it is full, you might go to
Sorrento’s instead. What happens as a
result is that we don’t have any lines at the
dining venues because people avoid the
ones that are full. Before they start out to
a restaurant, they decide which one they
are going to go to, based on what they see
on the sign. What we end up with on the
ship is a good dispersal of people around
the ship and no lines.

The digital signage is also in six
languages. It is interactive and can guide
you to your stateroom because it has
wayfinding capabilities. If you punch in
your cabin number it will show you on a
map of the decks of the ship – it animates
it and draws how you can get to your
room. We have found everyone from
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grandmothers to four-year-olds using the
touchscreen to punch in the number to
their room and be able to see where their
room is.

Facial recognition photo finder 
The facial recognition photo finder is a
very interesting application. We used to
take a security photo when you board the
ship. Most cruise lines use that – it is
called the ‘A-pass system’. You would walk
up to a kiosk, stand in front of it, they
would take your room key, log it in, and
they would take a mugshot of your face.
And that is used every time you get on
and off the ship so that the quartermaster
can watch and see your picture come up
to verify it is you every time you come on
board the ship. Every cruise line had that
pre 9/11.

With Oasis though, we were going to
have to set up probably a dozen or more
security kiosks to keep people moving. So
we were going to have to come up with
something better than that. What we did
was to put in a webcam on the laptops
that are used at check-in so while you are
checking in the webcam is taking a high
resolution photo of your face. So now we
have 90 cameras taking pictures instead of
five or six security kiosks at the entrance
to the ship. So instead of taking your
picture as you enter the ship, they are
already validating your picture as you
walk onto the ship. All you do is to just
swipe your card, and your picture pops
up and you keep walking.

It is actually more secure because we’re
taking the picture as we’re giving you
your card. Before, we were giving you
your card then you would have to walk
around the pier and up to get on the ship.
It was conceivable, although unlikely, that
someone else could get your card key, and
walk onto the ship and the security
picture would be taken. So it is more

secure, it’s faster, and the picture is a high
resolution shot instead of a simple shot
that is taken by a kiosk.

Use of facial recognition on board
As a result of it being a high resolution
picture, we can also share that with the
photo vendor on board, so there is a
much higher match rate on the facial
recognition. 

If you’ve been on a cruise you know
there is wall of photos on the photo
gallery. There is a running cruise director
joke: Q How do I know which picture is
mine? A It’s the one with you in it! On
Oasis, because she carries 6,000 guests, the
wall would have to be pretty big! We have
made it easy to find your picture on Oasis
because of the facial recognition software.
We put a photo book number on your
room key so that when the photographer
takes your picture, the pictures are routed
to your photo book which has all of your
pictures in it. The book sits inside a tower.
People ask why don’t you leave people to
walk up to a kiosk, swipe their card and
see the pictures? We have found by print-
ing the pictures and putting them into a
photo tower, the guest has a choice of
buying it or discarding it. Most people will
buy it if it is in their hand, not discard it.
But at a kiosk, looking at pictures which
have not been printed, most people will
find it easier to just delete it. We have
found that the revenues from photos held
in your hand are significantly better than
revenue from photos viewed at kiosks.
Because it is fast and easy we never have
crowds because this system saves ten to 15
minutes trying to find your pictures.

We also use facial recognition for
security at the point of sale to validate that
you have an adult buying an alcoholic
beverage for example. Sometimes
teenagers will take their parents’ card and
try to buy drinks but it does not work
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because the point of sale system will show
a photo of the person with the room key.

We also use it for electronic mustering
where passengers have to give their name
and be wearing a life jacket. An interest-
ing side-story: we no longer require life
jackets at muster on Royal Caribbean.
The reason is that as we were going
through our operational reviews
somebody posed the question ‘Why do we
always wear life jackets on a muster?’ and
the answer was because we had always
done so. We asked the Coast Guard and
others and found out there was no
requirement to wear the life jacket to the
muster drill and in fact the Coast Guard
said it was actually safer to not wear your
life jacket to the muster drill and that it
was better to have the life jackets at the
muster station. If passengers need them
we take them out and give the jackets to
them. The last thing we want in an
emergency is for passengers at one end of
the ship to trek the entire ship back to
their room to get their life jacket before
going to the muster station. As a side
benefit of this passengers no longer go
straight back to their stateroom after the
muster drill with their jackets and
perhaps have a nap – they may very well
go straight to the bar instead. We expect
our bar revenue for each vessel will
probably increase annually by more than
a million dollars just because people
aren’t wearing their life jackets to the
muster drill any more.

Electronic waivers
Another interesting innovation is that we
also use electronic waivers. Facial recogni-
tion is used on the zip line, the rock walls
and the ice skating. Previously we used
paper waivers. We filled five boxes of
paper waivers every cruise. Each time
someone walked up to the rock wall they
had to sign a waiver to cover loss of

bracelets etc. Now they sign one waiver
when they check in which is good for all
of the activities on the ship provided the
activities are ticked. Now whenever a
passenger walks up to one of the venues
they simply swipe their card to activate
the waiver. It is very effective.

iPhones
We have what we call Royal Connect.
These are iPhones on board the ship
which give passengers the ability to make
a phone call, to chat with other guests in
their party, to find a guest in their party
and also to see the daily programme of
activities on board the ship. Every child
that is under the age of 12 is tagged with a
WiFi tag on their wrist or on their ankle
and those WiFi tags report their location
every 30 seconds. For a parent, you can
rent one of the iPhone devices on board
for US$17.50 for the week and you can
see where your child is at anytime,
anywhere on the ship.

On-board revenue analytics
The last application I will talk about is the
new on-board revenue analytics. We’re
going to roll it out to the rest of the fleet as
soon as we can because this is impacting
revenues and guest satisfaction at the same
time. We are seeing real time analytics
about what is selling, and what is not
selling; who’s on board; the nationalities of
those on board; and what product might
move faster than others. We can then go
back to the in-room televisions and
promote things on a one-to-one basis
which means that if you were at a bar on
Monday, and it’s now Thursday and we
have openings, we’ll re-market it to you,
and give you a discount. And if we see one
particular type of beer is not moving, we
will have a special on it on Friday. This
keeps inventory moving, keeps the
revenue moving and as a result, we get
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better revenue and satisfaction from the
guests. People who have been to a bar love
it if they are given a special deal to go back!

Building the technology
As far as the build process is concerned we
did it in Chicago because we have very
little time to deploy the equipment on the
ship, once it’s delivered. We build it in
Chicago in a configuration centre, a
process which takes several months. The
equipment is then containerised with
pictures of how the equipment should be
re-racked. We had about 90 days to do
everything with the technology once it
was on-board, from installing racks to
connecting network cables to testing and
training the staff with all the applications.
The whole operation was overseen so that
it could be fully outsourced for the next
ship.

We have both hard wiring and wireless.
Because of the compartmentalisation of
the steel we have an extraordinary
numbers of access points to cover with the
WiFi but this pays for itself at 65 cents per
minute. The on-board data centre was
started in July and was finished in
September, and the applications were
operational at delivery on 20 October
2009. There was a huge amount of collab-
oration between the business organisation
and the technology people.

Conclusion
The on-board revenue comprises 30 to 35
per cent of our revenues, so it’s important
we engage with our guests on board. Of
that, by far the biggest revenue item is bar
revenue. The access to technology is
adding to the bottom line and is also
catering to guest expectations, particu-
larly the digital signage.

Entertaining in my room

Mark Methenitis
The Vernon Group PLLC, Dallas, Texas, USA
I’m pleased we have some technological
and gaming savvy amongst us!

The law and technology are always
changing. We are either dealing with
things which have not been addressed by
courts, or possibly have not been
addressed in terms of regulations. We are
trying to find ways to either contractually
or otherwise adapt to make the greatest
use of technology that is available.

If we think back to the 1990s, I can
assume that everyone was in a hotel room
at some stage. You had your TV, you had
your pay per view, you had a little game
system they built into your room where
they would charge you by the hour, or
maybe you brought a Game Boy with you.
Here we are ten to 20 years later from the
’90s – we still have the TV, we still have
the pay per view, but now we’ve got
computers, iPads, and things of that
nature. We also have mobile devices such
as iPods and iPhones and we have
Nintendos and Playstations.

The real game changer was the inter-
net – whether that was hotel WiFi or
bring your own hot spot or whether it was
built into your phone or your laptop it
enables all these other operating systems
platforms to drive an experience.

It has given rise to any number of other
things to do in your room that’s not much
different from when you are at your home
– you can stream content from your TiVo
to your computer or even to your iPhone.
You can be watching video content via
Netflix or Amazon on demand or stream-
ing music or listening to podcasts. There
are so many different available options
now that your room in essence isn’t very
different from being at home.

This poses a problem for hotels in
terms of driving revenue. Apart from
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occasional guests who still buy pay for
view or who pay for internet access the
revenue isn’t as much as it was and that
will be the driving force behind the
expansion of what hotels and resorts will
be offering not only in the room but also
around the property. It will be the
business side that will be trying to drive
new sources of revenue and it will be the
task of the legal and IT teams to be able to
find a way to make these things happen.

In theory technology means that every
square foot of a leisure space could in fact
be monetised. Say you’re sitting in a bar at
a Vegas hotel and you hear a song over
the air and rather than pulling out your
iPhone or iPad and picking out one of the
apps that could identify the song what if
they could be driving that content to you
by asking – ‘Do you like this song? Would
you like to purchase it? If so, click here’,
and they get some small percentage of
that revenue?

What if you could have walk-by ads?
You happen to be walking by the steak-
house at the property and it says that for
the next two hours the following promo-
tion is available…

What if you could be driving sweep-
stakes and giveaways, much like many of
the casino loyalty programmes do now,
but integrated into the mobile device. 
Or driving what is the next big step –
augmented reality gaming. Originally this
was developed to drive promotions, the
most famous example being the I Love
Bees game that was tied to the Halo 2
game launch. The latest and coolest
version is that you will be able to hold up
your iPhone and on the screen it will be
adding content to whatever it is looking at.
These are things which will exist in your
augmented reality which are not necessar-
ily in your actual reality. The key is to find
a way to deliver content the consumer
wants in the way that they want it.

At airports I’m sure that everyone has
noticed those great vending machines
that have popped up with PSP and iPod
games available for when you are stuck at
the airport. At Disney’s EPCOT we have
recently seen an augmented alternate
reality experience, where the guest is able
to go around with a ‘communicator’, click
it, and cause things in the theme park to
happen which don’t normally happen –
such as a fountain going off. The key to it
is that you have to solve puzzles along the
way to know what to point your commu-
nicator at next.

So the idea is that you are creating
convenience but also entertainment and a
unique experience. With some of these
things like the vending machines you are
providing something that has utility but
also has long-term re-usability so it seems
you are getting more value rather than
just a quick fix for entertainment.

The problem that all this presents is a
wide variety of risk in particularly in the
regulatory compliance area. Gambling is
traditionally based in casinos but it is
poised to move elsewhere, potentially to
the hotel room, but only to the extent that
the jurisdiction will allow it – in many
jurisdictions casinos are highly regulated.
It must not be forgotten that there is also
the issue of privacy and data protection
and, in particular, kid’s privacy.

On a more prosaic level guest safety is
also an issue. If people are walking
around looking at their screens all the
time are they bumping into each other or
losing or having these items stolen? What
about the greater risk of criminal behav-
iour now that so much crime is based in
cyber space? If someone hacks into a
government database using the WiFi
provided in their hotel bedroom what is
the hotel’s potential liability? Or if they’re
using their own web connection does that
change things?



So the real question is: Where we going?
Integration is the key. This is illustrated in
the Oasis of the Seas example. Guests want a
seamless experience. That has been true
for decades and decades but now with the
mobile devices you can provide an even
more seamless experience to the end user.

This raises the interesting question:
How long will it be before guests sign an
end-user licence agreement, terms of
service, terms of use and a privacy policy
at check-in? The easiest way to move
forward is to take advantage of what
guests choose to bring with them. Almost
everybody has a mobile phone and it is
getting to the point that almost everybody
has a mobile phone with data. If you can
find a way to digitally deliver not only
whatever the app is for your property,
and then digitally deliver all the other
pieces you want to integrate into the
experience you have created a seamless
transition to access all these different
experiences on the property.

The Nintendo DS should not be
ignored either because so many people
are carrying these with them. Their ability
to take digitally distributed content means
you could create a more robust experi-
ence to what you could make currently
available over a mobile phone.

You want to provide services to comple-
ment revenue generation, whether that’s
providing charging stations around your
property, because you know people are
going to be on their iPhones constantly
and draining the battery, or setting up a
mobile phone sales kiosk in the lobby, to
upgrade the guest to a new iPhone.
Similarly complimentary WiFi could be
provided if it is going to lead to further
income generation. If the downstream
revenue can be made greater than the
sale of 24 hour WiFi access then this can
replace the old model of charging for the
internet access.
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Scope of the article 

Historically, real estate investors have not
considered investment in the Middle East
due to political instability, lack of adher-
ence to international standards and
inability of foreign investors to own land.
While these concerns have not been
completely erased, Arab countries are
making concentrated efforts to attract
investors by reducing bureaucratic obsta-
cles and by making greater use of internet
technologies. In addition, a rapidly
growing population, demand for Western
services, increases in tourism, and
abundant wealth are driving real estate
investment, particularly in the Arabian
Gulf. Furthermore, increased foreign
investment in the region is leading to
adoption of international standards.
Investment gurus in the region believe
that adoption of these international
standards will lead to harmonisation of
rules and laws across Middle Eastern juris-
dictions. However, investors are advised to
work in concert with legal counsel to draft
agreements that coincide with regulation
in other parts of the world as well.

This article will discuss these issues as
well as presenting an overview of the
recent global financial crisis and its impact
in the Middle East and North Africa
(MENA) region.

Survey of the legal landscape in the
Middle East: Bahrain, Saudi Arabia,
and the United Arab Emirates

The Arabian Gulf is a powerhouse
economy at the core of the Middle East
and North Africa (MENA) region.
Western countries refer to it as the Persian
Gulf. Countries bordering the Gulf are
Iran, Iraq, Kuwait, Saudi Arabia, Bahrain,
Qatar, United Arab Emirates and Oman.
These countries have a combined popula-
tion of 1.4 billion people and an
astounding combined gross domestic
product (GDP) of US$1.9 trillion.1 The
region benefited from the oil-boom of the
1970s which provided its citizens not only
with increased wealth but also with
increased educational and travel opportu-
nities. After venturing abroad, Gulf
citizens returned home to demand
Western goods and services. The World
Trade Organization (WTO) expects global
tourism to triple in size by 2020, with
particular growth seen in the Middle East
region.2 This article will explore the legal
landscape of Bahrain, Saudi Arabia, and
the United Arab Emirates (UAE) in the
context of real estate investment.
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Bahrain: financial centre, tourist
destination, and naval base

Until recently, Bahrain had a reputation
for ease of doing business and, as a result,
had become the regional centre of inter-
national finance and commerce. The
downtown business centre in Manama is
home to Salomon Smith Barney, HSBC,
Coca-Cola, IBM, UPS, Ericsson, Citicorp,
American Express, Nomura Investment
Banking, Arab Banking Corporation,
Gulf International Bank, DHL and
Investcorp.

Due to its accessibility from Gulf
Cooperation Council (GCC) states,
Bahrain attracted many tourists and an
increasing amount of foreign investment
across a broad range of sectors. The rapid
expansion and growth present in Bahrain
was ideal for modern infrastructure devel-
opment, technological capacities and
business services. Government reforms
and improvements had been made to
increase the private sector’s ability to be
less dependent on government or natural
resources, making the area an attractive
location for companies considering inter-
national expansions in a competitive
market.

In 2000, an estimated 4.8 million
people visited Bahrain, 70 per cent of
whom were from nearby GCC States.3

That year, 3.9 million of those who visited
entered via the King Fahd Causeway that
connects Bahrain to Saudi Arabia.4 In
December of 2008, planned construction
of another causeway was announced. The
second causeway, called the Qatar-
Bahrain Friendship Bridge, will connect
Bahrain and Qatar.5 The new causeway
will link with the King Fahd Causeway,
therefore connecting the entire Arabian
Gulf region. Completion of the new
causeway was initially expected at the end
of 2012 and was slated to begin in 2009.
Due to various delays construction has yet

to begin as of May 2011. Currently
construction of the causeway is expected
to begin before the end of 2011 and reach
completion sometime during 2015.6

Bahrain features ancient historical sites,
recreation, and luxury accommodations
including seven five-star hotels and 14
four-star hotels in Manama alone. The
city of Riffa boasts an 18-hole evergreen
golf course with conference facilities that
attract business executives and tourists
alike. In addition to the financial sector
and tourism industry, Bahrain is also the
site of a major US navy base.7

Until recently, despite tensions over
political liberalisation and economic
inequality, the political landscape was
considered stable under the rule of King
Hamad bin Isa al-Khalifa. In early 2011
political unrest erupted in Bahrain with a
call for the end of the monarchy and a
move towards a democratic government.8

The source of this current unrest appears
to stem largely from the Shia population’s
discontent with the Sunni rule in
Bahrain.9 As a result of the political
climate, the economic situation that was so
promising to investors has been reversed
and crippled the economy of Bahrain.10 It
remains to be seen if the circumstances in
Bahrain will be resolved in such a way
and time as to correct this economic
standstill and regain the appeal to foreign
investors.

(i) Bahrain duties and taxes11

Currently, import duties are assessed at
five per cent for food products and non-
luxuries and 7.5 per cent for consumer
goods.12 Duties on cars and boats are
assessed at 20 per cent, while alcohol and
tobacco products are much higher. For
example, duties on alcohol are a massive
125 per cent.13 However, duty-free treat-
ment is given to imports from other GCC
states.
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The Bahraini currency, the dinar, is
freely convertible, and there are no
restrictions on the payment of capital or
profits. Bahrain does not tax either
individual or corporate earnings,
although there is a Social Insurance Tax
on the salaries of Bahraini nationals and
residents, similar to Social Security
Contributions in the US.14 In addition,
the country does not have any Value
Added Tax, property tax, production tax
or withholding tax, although a one per
cent tax is levied on property transfers.15

Bahrain has few indirect and excise taxes
but there are taxes on petrol, rental taxes
which vary depending on the type of
property, and firms with ten or more
employees must also pay up to ten per
cent of the employee’s gross income to
social welfare taxes.16 A ten per cent tax is
levied on property leased to expatriates.17

As a member of the six-nation GCC,
Bahrain participates in GCC efforts to
reach harmonisation of economic regula-
tions among its member states (Kuwait,
Oman, Qatar, Saudi Arabia, the UAE, and
Bahrain). In January 2006, the US signed
a Free Trade Agreement with Bahrain.18

The Agreement was considered an impor-
tant step by the Bush White House in
achieving a Middle East Free Trade Area
(MEFTA) by 2013. Following the
announcement of MEFTA in May 2003,
the US has completed free trade agree-
ments with Bahrain, Morocco, and Oman
as well as initiated steps toward a free
trade agreement with the UAE and
assisted Saudi Arabia’s acceptance to the
World Trade Organization.

(ii) Foreign investment in Bahrain
Foreign investors are presented with a
number of incentives in Bahrain, includ-
ing the ability to achieve 100 per cent
ownership of new industrial enterprises
and the establishment of representative

offices or branches of foreign companies
without local sponsors.19 Bahrain allows
100 per cent foreign ownership of land in
designated areas, while other areas may
be leased from the government.20 Certain
sectors are guaranteed 100 per cent
ownership in enterprises, including hotels
and other parts of the tourism sector.21

(iii) Bahrain customs regulations
Despite the theoretical end to the boycott
of Israel, calls have been made for an
official renewal and for re-opening of the
Office for the Boycott of Israel.22 The US
Bureau of Industry and Security has
noted continued boycott of Israeli goods
by the State of Bahrain.23 Other than the
potential boycott issues, Bahraini Customs
is generally accessible and easily under-
stood by those used to import procedures
in western nations, in part evidenced by
their robust web presence.24 The web
presence also shows that the customs
officials are accessible, especially via their
website.

(iv) Intellectual property protection in
Bahrain
Bahrain is a participant in the General
Agreement on Tariffs and Trade (GATT),
Uruguay Round, and WTO agreements,
including the Agreement on Trade-
Related Aspects of Intellectual Property
Rights (TRIPs).25 In February 1995,
Bahrain joined the World Intellectual
Property Organization (WIPO).26 The
country is also a signatory of the Berne
Convention for the Protection of Literary
and Artistic Works as well as the Paris
Convention for the Protection of
Industrial Property. Bahrain remains one
of the few Middle Eastern countries not
on the Special 301 Report Watch List.27 In
recent years, Bahrain has made great
strides in the enforcement of intellectual
property laws as well as legislating for the
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protection of copyrighted and trade-
marked goods.

Saudi Arabia

Saudi Arabia is the largest market in the
Gulf region. But, despite being a large
and capital rich market, it is an under-
served market.28 Although it has more
than 27 million residents, small and
medium-size businesses contribute only
28 per cent of GDP.29 In 2006, King
Abdullah established a target of making
Saudi Arabia one of the top top countries
in the world to do business with by
2010.30 This goal led to the establishment
of the Saudi Arabia Government
Investment Authority (SAGIA). SAGIA
has successfully targeted reforms through-
out departments and ministries in Saudi
Arabia. And, on a quarterly basis, it
reported its progress directly to the King.
As a result of SAGIA initiatives, in July
2007, Article 164 eliminated the
minimum capital requirement. This
requirement was previously one of the
world’s highest, eg, US$125,000 for
limited liability companies.31

In addition, Saudi Arabia’s public
registry cut the minimum loan size and
doubled the number of borrowers in
2004.32 Saudi Arabia also maintains its
own private credit bureau. Launched in
2007, the bureau reports on companies’
credit risk while also providing their
financial statements and ownership infor-
mation. Recently, Saudi Arabia
introduced stringent requirements for
bankruptcy proceedings. Consequently,
creditors can now expect to obtain at least
partial recovery within one month of
judgment.

In 2008, Saudi Arabia reduced business
start-up time by two days and cut
commercial registration fees with its
Ministry of Commerce by 80 per cent.33

The country also instituted new protec-

tions for minority shareholders. And, as of
2008, business and property registrations
can be completed online. For example,
Saudi Arabia introduced electronic regis-
tration of title deeds with the First Notary
Public Department in Riyadh. This
electronic registration of title allows
parties to transfer property in one day.
Correspondingly, Saudi Arabia now boasts
the number one spot globally, according
to the World Bank, in ease of registering
property. Furthermore, in 2007, Saudi
Arabia began allowing electronic transfer
of trade documents and abolished its
requirement for a consular certificate.
Finally, port capacity has been increased
resulting in more containers processed
daily through Saudi Arabia’s Jeddah port.

Despite these successes, Saudi Arabia
presents the most challenges from a legal
title perspective. Lawyers in Saudi Arabia
advise that foreigners can own 100 per
cent under the law but in reality this
hasn’t been happening.34 Because foreign
investors can’t directly invest in Saudi
property, experts advise participation in
joint ventures or investment in real estate
funds. Saudi Arabia joined the WTO on
11 December 2005, which brought about
key changes in the way Saudi Arabia is
required to do business with foreign
entities.35 Among these membership
requirements is the provision for foreign
entities to have an equity interest in
wholesale and retail distribution entities,
an option previously restricted to Saudi
nationals alone.36 This opens up a
doorway to Saudi-foreign joint ventures
with a few limitations.

Although the Saudi officials maintain
that current unrest in the MENA region
will not find traction within their
borders,37 recent reports indicate that the
unrest sweeping the Arab world has not
bypassed Saudi Arabia.38 Investors appear
to be using caution towards Saudi Arabia



given the current political climate
throughout the MENA region.39

United Arab Emirates

The United Arab Emirates (UAE) is a
Federation of seven emirates established
in 1971. The seven emirates are: Abu
Dhabi, Dubai, Sharjah, Ras Al Khaimah,
Umm Al Quwain, Ajman and Fujairah.
Dubai and the UAE in totality are consid-
ered the most politically stable areas in
the Arabian Gulf, which has held true in
the current unrest seen throughout the
MENA region.40 The UAE’s total popula-
tion excceeded five million in 2009.41

(i) Attractiveness of Dubai
Dubai is a rapidly growing city ripe with
opportunities for investment in real estate
and hospitality. Dubai’s population passed
the 1.8 million mark in the first quarter of
2010 and continues to add more than
10,000 residents per month.42 In addition
to a rapidly expanding population, Dubai
is focused on attracting tourism which
currently accounts for 35 per cent of retail
sales and is steadily growing. The luxury
industry has found a strong foothold in
Dubai despite the recent economic woes
in other parts of the MENA region.43 The
government has a strategic plan for 2015
that includes adoption of free market
economy principles and unique relation-
ships and partnerships with the private
sector.44

Dubai is committing to building a
strong economy independent of oil and
leads the way regionally in attracting
foreign investment. It was the first GCC
state to extend full ownership of
businesses to foreign investors. Moreover,
Dubai is quickly gaining status as a hot
spot for commerce as a result of its
burgeoning port, free zones and growing
airport. In addition, large multinational
companies are choosing Dubai as the site

of their regional headquarters.
Immigration in Dubai has remained at
seven per cent consistently for the last 15
years.45

In 2008, Abu Dhabi was identified as
having the most favourable prospects of
any emerging city in the World Winning
Cities Programme by Jones Lang LaSalle.
In 2002, Dubai was given a similar status
making UAE a strong candidate for
investment.46 The Middle East is consid-
ered a suitable market for investment as
only 11 per cent of capital expenditures
are from foreign investment. However,
one European property fund manage-
ment company predicts that the market
will mature in five years.47

Because the region is flush with capital
from oil, the most valued contribution of
a Western co-investor may be experience
and best practices. Experts opine that
there is opportunity, particularly in Abu
Dhabi, for asset swaps with European
investors as local trading families want to
diversify beyond the Middle Eastern
region.48 Based on faith in the economy
and the government, local investors are
willing to inject large sums into a project
with little hesitation. Larger institutional
investors like AIG and Pramerica are also
doing deals in the region thus instilling
Western investors with a sense of confi-
dence in the investing environment.49

Experts indicate that the Dubai
International Financial Centre is utilising
standards from London, Singapore,
Australia, and the US. Moreover, large
commercial investors Aldar and Nakheel
have created investment grade stock for
the first time in the region.50 Their partic-
ipation in the region further signals a
transition to international legal standards.
In addition, Jones Lang LaSalle’s Global
Transparency Study ranked the MENA
region as making the most improvements
in real estate transparency on a global
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basis over the last two years.51 Dubai is
considered the most transparent MENA
country. Abu Dhabi, Bahrain, the
Kingdom of Saudi Arabia, and Egypt are
also making strides in increasing trans-
parency of real estate transactions.
However, greater transparency goes
hand-in-hand with regulations that may
lead to lower returns than are present in
higher risk environments.

(ii) Real estate market and hospitality sector
in UAE
Dubai suffered the most out of the MENA
region countries in the recent global
economic crisis, ending what had been a
six-year real estate boom.52 The global
hotel sector also had a downturn in 2008
and 2009, with Dubai experiencing a
higher percentage fall in room rental than
most countries, in part due to the
dominance of the luxury sector of the
hotel market present in Dubai.53 Despite
the downturn Dubai retained its ranking
as the top tourist destination in the
MENA region, with a nine per cent
increase in tourists and six per cent
increase in tourism revenue during the
first half of 2010.54 Since January 2010,
about 6,700 rooms have opened in Dubai,
with another 3,000 expected to be added
before the end of the year. And room
rates are expected to improve for Dubai
by 2011.55

Abu Dhabi also had record decreases in
hotel industry performance, with record
hotel occupancy rates falling to 51.6 per
cent in 2010.56 The Abu Dhabi Tourism
Authority is promoting the city as an ideal
venue for Meetings, Incentives,
Conventions and Exhibitions (‘MICE’).
Seven new hotels catering to business
travellers have opened in Abu Dhabi in
anticipation of tourism growth.57

DLA Piper conducted a survey on the
Middle East and North Africa Hospitality

Outlook for 2010.58 Survey participants
included top executives within the hospi-
tality industry. The outlook was positive
for Middle East hoteliers, with the region
being selected as offering the strongest
opportunities for investment.59 While a
sustained recovery to the economic crisis
is not expected until 2012 or later by most
participants, the region remained the
most attractive option for investments and
joint ventures.60

Joint ventures in the hospitality indus-
try are becoming more common as big
players in the hotel industry seek to take
advantage of opportunities for
expansion.61 Particularly in light of the
recent economic downturn and fledgling
recovery, joint ventures offer shared risk
and rewards to investors.

(iii) Landlord and lenant legislation needed
in Dubai
In Dubai, typical leases are for one-year
and are executed on one-page
documents. Education and effort may be
necessary to negotiate a more lengthy
legal document and to extend the lease
term to three to five years.62 In Abu
Dhabi, the solution is the 99-year pepper-
corn lease for foreign nationals. In Dubai
freehold title is easily transferable
between foreigners if purchased in a
designated area. However, there are some
leases in the region where an investor
owns the estate but may not own the land
on which the estate is located. Nakheel
has conducted many real estate transac-
tions recently in the region. It requires
investors to build on the land within a
prescribed timeframe. This requirement
is intended to limit speculation. Similarly,
Aldar requires that property be devel-
oped in a particular timeframe according
to its master plan, its building lines, and
to a design it has approved. 
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(iv) Impact of global financial crisis on 
the UAE
The global financial crisis has led to a
decrease in real estate transactions and
loans in the UAE as financial institutions
tighten their lending criteria.63 Moody’s
Investors Service announced that it made
downward revisions on the ratings of four
UAE banks: Dubai Islamic Bank PJSC;
Dubai Bank; Abu Dhabi Commercial
Bank PJSC; and First Gulf Bank PJSC.
Moody’s modified the banks’ ratings to
negative from stable. Moreover, all senior
unsecured debt issued by these banks has
also been similarly downgraded.
According to International Monetary
Fund (IMF) estimates, the Dubai economy
grew by seven per cent in 2008 but
declined by three per cent the following
year and was expected to shrink a further
0.5 per cent in 2010.64 In contrast, the
Minister of State for Financial Affairs said
that the outlook for economic growth in
2011 is positive. He added that the
Ministry of Finance had imposed condi-
tions on the release of payments to banks
to end the liquidity crisis. Furthermore,
Central Bank Governor Sultan Nasser Al
Suwaidi has stated that the Dubai national
economy remains robust.

Due to the global financial crisis, real
estate investors may need to obtain
financing through foreign partners with
access to the local banks. Due to an
immature legal framework in the region,
international banks are largely unwilling
to lend based on the value of the asset.65

Exposure to these banks is further ampli-
fied by the burgeoning size of the deals
being done in the region.

(v) Franchise opportunities in Dubai
In the Arabian Gulf, revenues generated
by franchising are estimated at US$30
billion and the franchise industry is
growing at approximately 27 per cent per

annum.66 Dubai, with over 120 nationali-
ties and an enviable location as a regional
commercial hub, is considered a prime
test location for international
franchisors.67 The 9th Middle East and
North Africa International Franchising
and Licensing Exhibition (MIFE) took
place on 10-13 May 2011 in Cairo,
Egypt.68 The exhibition was supported by
the International Franchise Association
(IFA) and touted as the largest interna-
tional franchise event in the MENA
region.

Impact of the global financial crisis
in the MENA region

Overview

The global financial crisis had an impact
on financing worldwide. However, Arab
countries, particularly in the MENA
region, were far less severely affected than
other countries across the globe.69 The
Arabian Hotel Investment Conference
2011 Advisory Board met on 4 October
2010 to discuss key challenges and oppor-
tunities facing the hotel sector in light of
the recent economic events.70 Although
the Board expressed a continued effect in
the region due to the uncertain economic
outlook, they reiterated that the MENA
region remains an attractive destination
for investment.71

(i) Arab economies
The banking sector across the Arab world
has had limited exposure to the global
economic crisis, largely due to limited
integration with global financial
markets.72 However, the impact on the
real economy is still unfolding. Most
countries in the region have experienced
a decline in export growth.73

The GCC States who were in the best
position to absorb the economic shocks
were those with large financial capital
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from oil exports and small populations.74

The greatest impact on these States is a
decline in oil prices, which might be
realised as a decrease in investments.75

The oil exporting states with large
populations and less financial surplus will
likely see a decline in trade surplus and
fiscal challenges to meet unemployment
needs within the states.76 The non-oil
exporting countries which rely heavily on
tourism were the most vulnerable and
effects will most likely be felt in the
banking sector as well as employment
levels and household incomes.

(ii) Hospitality sector
The MENA region has seen recent
construction of a large number of hotels
and hospitality-related developments
despite the global economic turndown.
Although many projects have experienced
delay, the supply is expected to increase
from 640,000 rooms to 730,000 rooms
over the next five years, through 2015.77

The Abu Dhabi-based hotel chain,
Rotana, committed to continued expan-
sion in 2009 is opening 13 new properties
across the MENA region despite the
economic slowdown.78 Six of the new
properties were located in Abu Dhabi,
with others in Saudi Arabia and Dubai.

Regardless of the sluggish market and
tourism environment during the past two
years, hotel supply in the MENA region is
not currently sufficient to meet future
projected demands.79 A report by the
Arabian Hotel Investment Conference
predicts that once economic conditions
improve, anticipated growth in tourism
demand could allow for quick absorption
of current and future hotel supply.80 The
biggest challenge will be debt funding in
the market, which decreases liquidity.81

Other challenges include familiarity with
regional business practices, security of
land title, and availability of debt and

market knowledge of the region.82

Responses in MENA countries

(i) Policies
Most governments in the MENA region
are addressing the effects of the economic
downturn in different ways. GCC
countries took early initiatives to support
their banking systems and stock markets
by easing monetary policies, securing
liabilities, and injecting fresh capital.83

Saudi Arabia introduced an investment
spending plan and infused capital into the
state bank to secure credit.84 Egypt and
Jordan both announced fiscal stimulus
packages.85

(ii) Outlook
The economic outlook for the MENA
region is strong, as is the potential for
future investment and opportunity in
hospitality franchises in the area. While
growth is gaining momentum, there is still
lingering stress in the banking and credit
industries that must be mitigated in order
to see a full recovery.86 Projected growth
is positive and a strong recovery is
expected in the coming year.87

Conclusion

It is an exciting time to explore invest-
ment in the Middle East real estate
market. The participation of large
commercial investors in the region as well
as government commitment to fostering
economies independent of oil indicate
that foreign investors can anticipate an
increasingly standardised environment.
In summary, despite the lingering
economic effects of the recent global
economic crisis and the current political
unrest, opportunity for investment and
growth in the MENA region has strong
possibilities for great success in the future.
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In little over a decade, Dubai has grown
from a relatively unknown fishing and
trading port to arguably one of the
world’s (or at least the Middle East’s) most
sophisticated cities. Despite recent stories
in the media about the ‘downfall of
Dubai’, it appears no-one has told the
people living here. From the personal
experience of the writer of walking
around the shopping malls, beaches and
hotels, it seems Dubai remains an
extremely attractive destination for
holiday makers, those looking to establish
a commercial presence in the Middle East
or North Africa region and people
wishing to settle here.

It is well known that over the past
decade fortunes have been won and lost
through property speculation in Dubai.
Easily available credit, huge investment in
world-class infrastructure and the
construction of high profile developments
such as the Palm Jumeirah combined to
create a huge real estate boom. The
purpose of this article is to consider some
of the real estate laws that have been
introduced to regulate the real estate
market in Dubai, and in particular the
‘hotel mixed-use’ developments that help
make Dubai a prime holiday destination
for its many thousands of visitors each
year. Many of these developments include
freehold apartments for residential living

or which are placed back into a hotel
letting pool or both, and it is interesting
to consider the impact of recent legal
developments on this segment of the
Dubai hotel and leisure market.

Considering the amount of foreign
investment in Dubai over the past decade,
particularly in the residential apartment
and villa sector, it may surprise some to
know that it was only in 2006 that the
government formally introduced regula-
tions specifying areas in which foreigners
could obtain title to freehold property.
Although there was formerly no specific
restriction on this, it was customary
practice that only UAE citizens and
citizens from countries included in the
Gulf Cooperation Council could be regis-
tered as owners of land in the UAE.

Although there had previously been a
land registry in place, it was nowhere near
as well-developed as one would find in
some other jurisdictions that are popular
for real estate investment. This led in
2007 to a new ‘Land Registration Law’
being introduced that made provision for
a more specialised land registry with juris-
diction over all Dubai land including
‘Designated Investment Areas for
Foreigners’, and included a more
formalised land registration process and
rules supporting the concept of freehold
property ownership. These laws were
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only a small part of a raft of property
related legislation that was introduced
within a relatively short space of time
between 2007 and 2010.

A significant number of large scale
residential, villa and mixed-use
hotel/residential/commercial develop-
ments were being built at this time. Given
the relatively undeveloped state of the
real estate laws, there was always an
element of uncertainty regarding who was
responsible for managing the common
parts of such developments. Although the
laws made it clear for example, that
investors could own a freehold unit in an
apartment building, there was a need for
further clarity regarding the rights and
obligations investors had in relation to
lifts, foyers, swimming pools, gyms,
gardens and other common areas and
facilities, and how owners could collec-
tively be responsible for running and
paying for them. The usual mechanism to
provide for this was for owners to enter
into a contractual scheme, and for the
developer to take responsibility for the
related management and administrative
matters and levy service charges on
owners with in many cases, limited legal
oversight for how this was done. This led
to many claims from owners that develop-
ers were over-charging and making a
profit from service charges, and based on
anecdotal evidence it appears many devel-
opers had relied on their ability to run
these developments and levy service
charges with a profit component to help
support their cash flow.

This occurred despite the fact that
approximately five years ago, the Dubai
authorities began considering an appro-
priate legal regime to apply to such
developments and began consulting with
advisors from overseas jurisdictions where
jointly owned property (often known as
‘strata’) management regimes were

commonplace. This ultimately led to the
issuance of Law No.27 of 2007 concerning
Ownership of Jointly Owned Properties
in the Emirate of Dubai (JOP Law) in
December 2007. The JOP Law was
broadly based on the equivalent
Australian legislation, and sought to put
in place a statutory regime to level the
playing field with respect to service
charges and clarify issues relating to the
ownership and management of jointly
owned properties and the common areas
and facilities that form part of them.

Although the JOP Law created ripples
in the market (for example it led to a
number of owners’ association manage-
ment companies setting themselves up in
Dubai), the JOP Law was subject to imple-
menting Directions without which it had
no real impact. It was not until early 2010
that a number of Directions were issued to
effect the implementation of the JOP Law.

The manner in which the JOP Law and
the Directions impact on hotel mixed-use
developments is a particularly topical issue
for Dubai considering the number of such
developments here and because there can
be a number of competing interests in
such developments. Owners of residential
units may not have the same desire to see
common areas maintained to the high
standards required by a hotel for example.
Yet for hotels, the overall presentation of
the development is an important aspect in
attracting and retaining patrons. In
addition (and depending upon any
contractual restrictions) hotels may wish to
regulate permanent residents’ use of
common areas in a number of ways, such
as by charging for the use of swimming
pools and gyms, or putting rules and
procedures in place for the use of foyers,
valet and concierge facilities.

The JOP Law and Directions place
responsibility for the management of the
common areas onto owners through the
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creation of a registered Owners
Association and an elected Board, with
voting rights determined by each owners
‘entitlement’. Although a hotel owner may
have a very large individual entitlement
due to the size of the hotel for example,
the residential owners may collectively
have more entitlements than the hotel
owner. This means that owners of apart-
ments in hotel mixed-use developments
may find themselves with a degree of
control over a commercial hotel owner or
operator. There are a number of possible
consequences of this, including potential
impact on the valuation of the hotel,
making the hotel less marketable to an
institutional investor and a hotel manage-
ment company or a lender not receiving
the certainty they require that their
investment will not be subject to the
dictates of an ‘outside’ group of owners,
whose interests may not be the same.

The JOP Law and Directions have
sufficient flexibility to regulate these
matters, but developers need to consider
the boundaries of what is acceptable to
the Dubai Real Estate Regulatory
Authority (RERA), which is the authority
responsible for implementing the JOP
Law. It is RERA’s stated policy that every-
one is assumed to have the same rights
under the JOP Law, and RERA has stated
it is unlikely to accept (no matter how
justifiable it may be) one particular owner
in a development having a greater degree
of control of common areas and facilities
than others, for example by artificially
adjusting voting rights.

Developers and owners who have an
interest in promoting a hotel or serviced
apartment brand will need to carefully
consider how these issues are dealt with in
the governing constitutional documenta-
tion for the building. If for example, a
hotel or other brand is not maintained to
its historical standard, it is possible the

brand may suffer or the brand owner may
terminate rights of use. Developers need
to work closely with RERA in these
matters to be mindful of what was and was
not promised in the sales documentation
and what the buyer bought into. Owners
that bought in with the expectation of the
development being maintained to a very
high standard as part of a distinct brand
may not object to those standards being
reflected in the governing constitutional
documentation. There may however, be
developments where residential owners
do not share these concerns and who may
object to such high standards being
enforced and consequently reflected in
their service charges. Once a developer
completes an assessment of these issues,
the manner of enforcing the particular
standard needs to be carefully considered
and appropriately reflected in the govern-
ing constitutional documentation. This
creates a need for creative thinking by
lawyers and others advising developers in
this area.

Developers also need to consider the
basis on which they have contracted with
a hotel or other branded operator. If
control of common areas is handed over
to an Owners’ Association with no interest
in meeting the contractually agreed
standards, the owner of the branded
component may be required to pay
additional charges on top of any service
charges levied by the Owners’ Association
in order to maintain such standards. This
could have a detrimental effect on profits.
Developers also need to consider what
services or facilities were contractually
agreed to be provided for owners and
whether hotels or other branded opera-
tors can charge owners for the benefit of
those services or facilities.

It is important that these issues are
properly considered by a developer and
reflected in the governing constitutional
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documentation. Owners have rights to
amend significant parts of the constitu-
tional documentation by a two thirds
majority vote, so proper consideration of
these issues on the basis of achieving
fairness and equity between the different
interests in a mixed use development will
reduce the chances of unfavourable
changes being sought by owners later.

Dubai has very quickly grown from a
quiet backwater to a sophisticated city and

in many cases its laws (and in particular
the JOP Law and Directions) have gone
from being simple (or non-existent) to
very comprehensive and technical by UAE
standards. Many market participants may
find issues associated with the application
of these laws to be complex to grapple
with, and there remain many questions
regarding how the JOP Law and
Directions are going to impact the market
in the medium and long term.
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