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Amiri Decree No. 22 of 2008

Concerning Guarantee Accounts of Real
Estate Developments in the Emirate of
Ras Al Khaimah

We, Saud Bin Saqr Bin Mohammed Al Qasimi,
Crown Prince & Deputy Ruler

After having perused the Federal Law No. 5 of
1985 in respect of Civil Transactions and its related
amendments;

The Amiri Decree No. (5) of 2005 on the
establishment of RAK Investment Authority, and

The Amiri Decree No. 15 of 2006 on property
morigage and other decrees on free hold ownership,

and as the public interest may require,

do hereby issue the following Decree:

Chapter One

Definitions and General Provisions
Article (1)
Definitions

Unless the context requires otherwise, the following
lerms and expressions shall have the meanings as
Set oyt opposite each of them:

The Emirate; The Emirate of Ras Al Khaimah,

RAKIA: RAK Investment Authority

President:  The Chairman or the CEO of
RAKIA.

Register: The Register prepared by RAKIA

to register Developers.
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Guarantee Account: The bank account designated
for a property development in which
the amounts paid by buyers of units
off the plan or the project financing
parties will"be deposited.

Developer; A natural or legal person licensed to
carry on the activity of buying and
selling properties for developing and
that includes the master developer
and sub-developer.

A third party buyer of one or more
Units from a Develaper.

Account Trustee: A bank or financial institution
certifietd by RAKIA for the

End - user :

management  of the Guarantee
Account,
Competent  Authorities: The  Government

authorities authorised to license the
Developers.

Real Estate Development: Projects undertaken for
mixed-use development purposes.

Property: Every entity within a real estate

development project,

Unit: An allocated part of the property sold by the
developer to third parties,

Article (2)

The provisions of this Decree shall apply to a
developer who sells off-plan units in real estate
development projects in Al JAzeera Al Hamra or in
any other part of ihe Emirate supervised by
RAKIA and, in consideration, receives payments
from buyers or financing parties.
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Article (3)

A special register to be named "Register of
developers" shall be prepared at RAKIA, The
names of developers licensed to carry out real estate
devclopment activities in the Emirate shall be
recorded in the said register. No developer may
carry out the said activities unless it is registered in
the said register and licensed by the Competent
Aduthorities pursuant lo the conditions issued related
thereto, The Register shall be reviewed and updated
periodically by RAKIA.

Article (4)

A developer shall not advertise in local or foreign
media, or participate in local or foreign exhibitions,
to promote ‘the sale of units or properties off the
plan, until having obtained a written permil from
RAKIA. The President shall issue the necessary
decisions as required to regulate the requirements
for advertising in the media and participating in
exhibitions.

Chapter Two
Establishing a Guarantee Account
Article (5)

A developer wishing to sell units off the plan must

apply to RAKIA to open a Guarantee Account. The

application should be accompanied with the

following documents:

I - Trade License as issued by RAKIA or the
Department of Economic Development.

2. Membership  Certificate  from Ras Al
Khaimah Chamber of Commerce and

Industry ( if applicable).
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3- Title deed and /or affection plan of the plot
duly authenticated by RAKIA.,

4- Copy of the contract executed by the master
developer and the sub-developer;

3- Conceptual designs and layouts approved by
RAKIA.

6- A financial statement authenticated by a

certified legal accountant, containing the
revenues and expenses of the project and
approved by the development’s consultant
about sums payable to creditors of the
development;

¥ i An undertaking by the sub-developer (o

© commence the project construction after

obtaining the master developer’s approval to
sell off plan or an undertaking from the
master developer in case a sub-developer
does not exis. '

8- A sample sale contracl between the
developer and a buyer.

9- Standard agreement between the developer
and the Account trustee.

Article (6)

The Guarantee Account shall be created under a
writien agreement between the Developer and the
Account Trustee through which sums paid by
buyers of units off the plan or paid by financing
parties shall be deposited in a special account to be
opened in the name of the real estate project with
the Account Trustee. However, RAKIA is hereby
authorized (o become itself an Account Trustee
providing guarantee Account services,

The said agreement shall set out the terms for
Managing the account, the rights and obligations of
the contracting parties and a copy of this agreement
shall be deposited at RAKIA.
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Article (7)

RAKIA in coordination with the Department may
record the purchase agreement entered into between
the master developer and the sub-developer related
to lhe land, or any part of it owned by the master
developer, in the folio concerning such land. The
Buyer may also request from RAKIA to record the
purchase agreement entered into between him and
the sub developer.

Chapter Three
Management of a Guarantee Account
Acrticle (8)

. The Guarantee Account shall be opened in the
name of the project and shall be used
exclusively for the purposes of the real state
project, . including its promotion and
marketing, provided, that it should not exceed
5% of the deposited amounts as a maximum,
The developer’s creditors are not allowed to
altach the money deposited in the Guarantee
Account. Payments shall be made to the
Contractor/(s) supplier/(s) on progress basis
and in accordance with the Agreement
concluded belween the developer, Contractor
and the Consultant.

2. Ifthe Developer has many projects, a separate
Guarantee Accoun! must be opened for each

project.

Article (9)

I. RAKIA shall prepare a special register named
“Register of Account Truslees” (o register the
names of the Account Trustees.

2. The Account Trustee is required (o be
qualified to manage the Guarantee Account.
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RAKIA with statements for the revenues and
expenses of the Guarantee Account on a
regular basis. RAKIA may requesl the
Account Trustee at any time to provide it with
the information and data it deems necessary,
and RAKIA may appoeint individuals it
considers qualified to audit the statements and

data.

2, If RAKIA finds that the Account Trustee
commitied any violation of the rules of this
law and/or its implementation regulations,
then it shall serve him written notice and grant
him a period to rectify the violation.

Article (11)

The depositors or their representatives may
examine their account records and request copies
and the representatives of the official authorities
imay examine the records and obtain copies.

Article (12)

A developer is not allowed to morlgage a
development to obtain a loan from financing
establishments or companies, without prior
approval of the master developer and the obtaining
of the respective title deed, in this case these
establishments and companies have te deposit the
loan sum in the Guarantee Account to be disposed
Pursuanlt to the terms of this Decree.
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Article (13) a3y self

The-Account Trustee has to retain 5% of the total
amount aof the Guarantee Account afler the
developer obtains the completion certificate and the
reserved amounts shall not be paid to the developer
unless the later issues a Bank Guarantee for the
Same amount valid for one year or until the lapse of
One year from the date that such units are registered
in the names of buyers.

Article (14)

In the event of a force majeure which prevents
completion of the real estate project, then the
Account Trustee for that project, after consultation
with RAKIA, shall take all the required actions to
safeguard the depositors’ rights to ensure the
completion of the real estate project or the refund of
the depositors' money.

Chapter 4
Penalties
Article (15)

Without prejudice to any penalties provided for in

any other law, a penalty of incarceration and

Payment of a fine not less than 100,000 Dirhams, or

either one of them, shall be imposed on anyone

who:

I~ Carries on a property development business
in the Emirate without a license,

2- _Submits false documents or makes

. Misstatements (0 concerned authorities in

order to obtain a license for carrying on a
praperty development business,

3= Knowingly offers to sell units in bogus
property developments,
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4- Embezzles, uses illegally or squanders

payments delivered to him for the purposes of

construction of property developments, and
misappropriates such payments.

- Any auditor who deliberately prepares a false
report about the results of an audil he
conducts on a developer’s financial position,
or- intentionally conceals significant facts
from his report.

6-  Any consultant who knowingly approves
false  documents about a property
development.

Article (16)

A developer shall be cancelled from the Register in
any of the following events:

(=]

If he declares bankruptcy.

b. I he does not tender the project or award it (o
contractor within six months from the date he
was granted approval to sell off plan without
an acceptable excuse.

€. If his license is cancelled by the licensing

authorities.
d.  If he violates any of numbers (2) or (3) or (4)
or (5) or 6 of article 15 of this Decree,

Chapter Five
Final Provisions
Article (17)

Provisions of this Decree shall no apply (o RAK
Property (PSC) nor to any other company for which
a special decree has been issued.

Article (18)

RAKIA may collect fees against the services
offered in accordance with this Decree.
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Article (20) (20) Beldf
The President, shall issue the necessary decisions lo L A L {.&ri ot e P DA e Py

implement the provisions of this Decree.

Article (21) 1) bald|

This Decree shall be published in the Emirate G i : o e
. oy 2y oL e L By 31 O | hls 2y
official gazette and shall be effective from the datc LRt or & gag At s o

of issuance. 84S ot
Saud Bin Saqr Bin Mohammed Al Qasimi i | iy (o @ e ) Pl
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