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Message irom Managing Partner

The team members at Al-Twaijri and Partners
Law Firm (TLF) are pleased to send this inaugural
copy of our Newsletter to our clients, friends and
colleagues in profession.

I am delighted to welcome you all to our first issue
of this newsletter. The purpose of this newsletter is
to inform and keep you up-to-date with the current
legal & business news and event issues of not only
Kuwait but also other GCC markets.

In today's global economy, the scope and pace of
commerce have changed dramatically. The compa-

ISSUE

GCC Gold Rush

WWW.TWAIJRL.COM

(covering gulf & ME markets)

APRIL 2007

Mr. Mohammed S. Al-Twaijri

national commerce, taking
major companies far from
home, large and small size
companies are doing busi-
ness in various areas of the

globe, with different cul-
tures, languages and tradi-
tions.

We wish you pleasant
reading. Please, let us hear
from you with any com-
ments, suggestions, or ad-
ditional information that
you may wish to see or
share. You can contact us
at information@twaijri.com

nies are continuously reinventing themselves to
provide services that meet client's needs, particu-
larly on transnational & cross-borders transactions.
The expanding business, emerging markets, inter-

Mega EPC Project at Stake By Thomas Stephen, Lawyer

The long cherished and world's largest grassroot refinery proposed to
establish at Al-Zour area in the State of Kuwait suffers a set-back. The |
multi billion Project was planned to be completed and operational by |
2010. A special committee constituted for steering the process of pre-
qualification of competent EPC Contractors, has chosen a few from
Asia and Europe and the bidding exercise was done by competitive
tendering. It was revealed on tender evaluation that the least quoted price by an
Asian contractor is not less than 138% above the original estimated Project cost of
USS$ 6.3 billion. This exorbitant pricing reflects the inept application of competitive
tendering method for mega projects and in other way exposes the disadvantage of current public procurement system
in the state of Kuwait, especially when dealing with unique types of projects which requires high end expertise on
technical and constructional skills. The rigid and arbitrary tender conditions sidelines the prospective contractors to an
unequal bargaining position while taking part in giant projects. The contractors are therefore constrained to increase
the cost of bid since they are not given opportunities to modify or make reservation to the tender/contract conditions.
The shooting up of price in EPC contracts is a result of the inappropriate balancing of risk in the contract and the de-
prival of opportunities to the contractors to undergo creative negotiation on the contractual terms to minimize risk or to
implement proper allocation of risks. The scarcity of suitably qualified EPC contractors in the global market is also an
endorsing factor to the situation of inflated pricing.

The delay in establishing the refinery of intended nature is a scenario that would adversely affect the economic interest
of the State of Kuwait. Time factor the essence of EPC contracts, the criteria of giving prominence to the method of
choosing the "low bid" by capitulating the quality and reliability of work is not a progressive approach. It seems that
the authorities concerned are seriously considering to implement a scheme to call for contractors to work on cost plus

1 profit margin basis to fulfill the establishment of the refinery. This is an indication of positive inclination toward a re-
formed public procurement system.
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Kuwait amending tax law to attract foreign investments
PAGE 2 By Legal Counsel Refaat Ibrahim

After approving a plan to slash the rate of company tax for foreign companies,
the Kuwaiti government has drafted a new law which could mean that individ-
ual incomes are taxed for the first time in the country. The ministry of finance
indicated that the government is planning to introduce a flat rate income tax,
which will be applied regardless of nationality. Kuwait is home to a large expa-
triate population, attracted by the country's lack of income tax; it is estimated
that almost 1.3 million of Kuwait's 2.4 million total population are non-
nationals. Also, foreign companies are likely to welcome the new law if the cabinet approves
it, meaning that slashing of corporate tax to 15% from present rates up to 55%.

Theses proposals came after the International Monetary Fund (IMF) in 2005 urged Kuwait to
introduce a value added tax as part of a tax reform package to boost non-oil revenues. IMF
recommended tax reforms in the context of the planned GCC union, including the eventual
introduction of a value added tax.

It worth stressing that the process of attracting foreign investment should be a priority of the
officials, because it did not reach to the hoped levels. The present tax law is one reason that
N Kuwait could not attract except USD$ 250 million of foreign investments during the year
' 2005 compared to the USD$ 12 billion attracted by UAE and USD$ 4.6 billion by Saudi Ara-
bia, The International Investment Report for 2005 issued at the Conference of the United
Nations Committee of Trade and Development (UNCTAD), where Kuwait is ranked 132
for attracting foreign direct investments, and this illustrate the need of Kuwait to improve its
investment position.

Synopsis about TLF (Al-Twaijri & Partners Law Firm)

s -
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Based in Kuwait City, Al-Twaijri & Partners Law Firm (TLF) has recently es-
' tablished a branch office in the Kingdom of Bahrain. Our group is considered
one of largest legal service providers with 100 professionals working in the
state of Kuwait, and 15 professionals in our Bahrain branch (In Kuwait and the
Gulf Region this is considered a large number). Al-Twaijri & Partners Law
Firm has witnessed remarkable growth in 2006, the Group is the first Firm to
establish a branch in the Kingdom of Bahrain. Our Law Firm in Bahrain is one
of other 4 non-Bahraini law firms (British & American) licensed to practice the
legal profession in the Kingdom of Bahrain. This achievement is added to
TLF’s is the one and only law firm awarded Quality Management System [SO
9001:2000 in the state of Kuwait.

Email: information@twaijri.com
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PAGE 3 News Bulletin

Kuwait News

e Kuwait needs fourth oil refinery

Kuwait definitely needs a fourth oil refinery, Kuwaiti Oil Minister Sheikh Ali al-Jarrah al-
Sabah said. But bids to build the planned 615,000 barrels per day Zour refinery were very ex-
pensive, he told the press. ‘We will reconsider the project but there is no question that we need
a fourth refinery,” the minister said.

Arab News

e Iraqg: Oil companies face investment lag

Iraq’s cabinet approved the draft of a new hydrocarbons law on 26 February. Interna-
tional oil companies (I0Cs) are still years away from striking deals in Irag, because of the
terrible security situation.”

Egypt to top African Investment League

Egypt is poised to become the biggest market for foreign direct investment (FDI) in Africa.
The analysts expect in the financial year 2006/07, Egypt will overtake South Africa to be the
number one centre of FDI in Africa. FDI is expected to increase to $8,000 million in 2006/07,
from $6,100 million in 2005/06,

In comparison, South Africa had FDI of $6,400 billion in 2005, but this slipped to $3,700 mil-
lion in 2006, according to the UN Conference on Trade & Development (UNCTD). A figure of
$8,000 million would also put Egypt ahead of the $5,400 million the UNCTD expects to flow
into Nigeria in 2006.

In 2005 Egypt reduced corporation tax from 42 per cent to 20 per cent, and customs duties
have fallen from an average of 14.6 per cent to 6.5 per cent. The time it takes to set up a com-
pany has also dropped from several months to just 72 hours.

G(CC News in Brief

Bahrain: Bapco signs drilling deal

Bahrain Petroleum Company (Bapco) has finalised a $33 million deal to drill 70 oil wells
as part of the Oil Ministry’s plans to explore 700 wells.

Qatar: Locals win offshore work

Qatar Engineering & Construction (Qcon) has been awarded an estimated QR 80 million
(%22 million) subcontract on the offshore Al-Shaheen oil field.

Kuwait: Locals buy into international famous carmaker

Local Islamic investment bank Investment Dar and asset management firm Adeem Invest-
ment Company have bought UK-based sports car manufacturer Aston Martin.

Oman: Koreans sign deal for methanol complex

South Korea’s GS Engineering & Construction has won the contract to build the grass-
roots methanol complex at Salalah.

Saudi Arabia: Samsung Wins 6 Projects Worth SR9.4 Billion

Samsung Saudi Arabia Ltd., has won six mega projects worth SR9.4 billion recently, re-
flecting the strength of this South Korean company in petrochemical, oil and gas, refinery,
and industrial sectors. The six major projects currently being executed by Samsung in-
clude Tasnee Ethylene Project, APPC PDH/PP Project, Sharq EG Project, 1bn Zahr PP-3
Project, Ibn Zahr OCT Project and Kayan PP Project.
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