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1. What are the key laws and regulations
that govern mergers and acquisitions in
your jurisdiction?

Merger and acquisition transactions in
Oman fall within three main categories: (a)
acquisition of shares in a target company; (b)
asset purchases; and (c) acquisition of shares
through a private placement exercise, involving
the target company issuing new shares to an
acquirer pursuant to a capital increase.

The application of laws and regulations to a
merger or acquisition depends on which of the
three main categories the transaction falls into
and, in the case of a share purchase transaction,
also on the legal status of the target (i.e. whether
itis a limited liability company (‘LLC’), a closed
joint stock company (‘Private Joint Stock Com-
pany’), or a public joint stock company (‘Listed
Company’).
The following laws are relevant to all merger
and acquisition transactions:
(a) The Commercial Companies Law (Royal
Decree 4/74) (‘CCL);
(b) The Oman Commercial Law (Royal Decree
55/90);

(c) The Competition and Anti-Trust Law
(Royal Decree 67/2014) (‘Competition
Law’); and

(d) The Civil Transaction Law (Royal Decree
28/2013).

The following laws and regulations come into

play only when the target involved is a Listed

Company:

(a) The Capital Market Law (Royal Decree
80/98) (‘CML);
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(b) The Law Establishing the Muscat Securities
Depository and Registration Company
(Royal Decree 82/98);

(c) The Executive Regulations of the Capital
Market Law (CM A Decision 1/2009); and

(d) The CMA Regulations Governing Acqui-
sition of 25% or more of the shares of a
public joint stock company (‘Significant
Acquisition Rules’).

In the event that a share purchase transaction

involves an acquisition of shares by foreign

acquirer(s) in a target company, the Foreign

Capital Investment Law (Royal Decree 102/94)

also applies.

The provisions of industry-specific laws and
regulations also become relevant in the context
of merger and acquisition transactions involv-
ing companies operating in certain business
sectors (see question 14 for further detail).

2. What are the government regulators
and agencies that play key roles in
mergers and acquisitions?

In connection with transfers of shares in an
LLC and asset purchase transactions, filings
need to be made with the Ministry of Com-
merce and Industry (‘(MOCP).

A transfer of shares in a Private Joint Stock
Company or Listed Company involves the
Muscat Securities Market (‘MSM’) and the
Muscat Clearing and Depository Company
SAOC (‘MCDC’).

In the case of a significant acquisition of shares
(25% or more of the issued share capital) in a
Listed Company, the prior approval of the
market regulator, the Capital Market Authority
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(‘CMA), is required under the CML and Signif-
icant Acquisition Rules.

If the transaction requires competition ap-
proval, then a filing needs to be made with
the Public Authority for Consumer Protection
(‘PACP’).

Industry-specific regulators and agencies also
play a role where a transaction involves a target
which is regulated by such a regulator or agency
(see question 14 for further detail).

3. Are hostile bids permitted? If so, are
they common in your jurisdiction?

The concept of a hostile bid is not covered by
Omani legislation at present. We understand
that the CMA is contemplating issuing a take-
over code, applicable to significant acquisitions
of shares in a Listed Company, which includes
provisions concerning hostile bids. However,
it is not clear at present when and in what final
form the code is likely to be issued.

4. What laws may restrict or regulate
certain takeovers and mergers, if any?
(For example, anti-monopoly or national
security legislation).

Article 7(b) of the CML prohibits one or more
persons who/that are closely related from
owning 25% or more of the shares in a Listed
Company unless such shareholding is held in
accordance with the Significant Acquisition
Rules. The Significant Acquisition Rules re-
quire the CMA to accept or reject an acquirer’s
application to acquire or increase its stake in a
Listed Company to or above the 25% threshold
within a week from the date on which a written
application, explaining the case for the acquisi-
tion, is submitted to the CMA.

Foreign investors can, singly or collectively,
own up to 70% of an Omani company’s share
capital. However, if a foreign investor wishes
to acquire more than 70% of the issued share
capital of a target, the approval of Oman’s
Council of Ministers is required.

For a foreign investor to make an investment
in an Omani company, the investee company
must have a minimum issued capital of OMR
150,000. This minimum issued capital require-
ment is increased to OMR 500,000 where a
foreign investor proposes to acquire more than
70% and up to 100% of the share capital of the
investee company.

Under the Competition Law, merger and ac-
quisition transactions which involve economic
concentration (defined as a transfer of shares
or assets resulting in ‘dominance’ in a relevant
market) must seek and obtain the approval
of the PACP prior to closing a transaction.
Dominance is defined as directly or indirectly
controlling 35% or more of the market share of
a particular market.

The acquisition of shares in an LLC through
a share purchase is subject to statutory pre-
emption rights vested by law under the CCL in
other shareholders of the LLC.

There are also restrictions on the transfers of
shares under industry-specific laws (see ques-
tion 14 for further detail).

5. What documentation is required to
implement these transactions?

In a share purchase involving a transfer of
shares in an LLC, the main acquisition docu-
ments are:

(a) along-form share sale and purchase agree-
ment, which includes detailed provisions
concerning the transaction and includes
representations and warranties, closing
conditions and so on. This document is nor-
mally executed in English or in bilingual
form (English and Arabic), and is normally
prepared by the buyer’s lawyers;

(b) an escrow agreement (if any) which is pre-
pared by the buyer’s lawyers;

(c) adisclosure letter (if any) which is prepared
by the seller’s lawyers;

(d) ashort-form share sale and purchase agree-
ment in the Arabic language which follows
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a standard form issued by the MOCI. This
document can also be executed in bilingual
form (English and Arabic). It needs to be
signed by representatives of the transaction
parties at the MOCI. This normally takes
place once all conditions precedent have
been satisfied or waived. This document
is also normally prepared by the buyer’s
lawyers;

(e) an amendment deed to the target’s consti-
tutive contract to delete the name of the
seller and include the name of the buyer.
This document is also normally prepared
by the buyer’s lawyers.

In a share purchase involving a Private Joint
Stock Company or Listed Company, the escrow
agreement and short-form share sale and
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purchase agreement are not necessary and are
normally replaced by:

(a) atri-partite agreement entered into among
the transaction parties and a broker (this
document is normally prepared by the
broker);

(b) share transfer forms in the form issued
by the MSM executed separately by each
transaction party.

In an asset purchase transaction, the main
acquisition documents are:

(a) a long-form asset sale and purchase
agreement, including detailed provisions
concerning the transaction, and a detailed
list of assets and representations and
warranties concerning the assets, closing

Omani banks, investment houses, issuers,
asset managers, funds, private equity par-
ticipants, multinationals, publicly-listed
companies, and trading houses. He rou-
tinely advises on corporate and securities
matters including corporate governance,
directors’ duties, listing and disclosure re-
quirements, and competition rules. Recently
Patel advised Italy’s energy and telecom
cable giant, Prysmian on its €100mn acqui-
sition of a majority shareholding in Oman
Cables Industry, and the divestment of a
majority stake in Oman’s leading cinema
company to Majid Al Futtaim Cinemas.
Other recent transactions include advis-
ing the government on its US$2.5 billion
international bond issue and its ‘first of a
kind’ US$-denominated sovereign sukuk
(US$500mn) by way of private placement.
Patel is a UK-qualified solicitor and a so-
licitor of the High Court of Mumbai. He
is ranked by Chambers and the IFLR as a
leading lawyer and recommended by the
Legal 500.
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conditions and so on. This document is
normally executed in English or bilingual
form (English and Arabic), and is normally
prepared by the buyer’s lawyers;

(b) an Arabic (or Arabic and English) short-
form asset sale and purchase agreement
recording the business sale, which is filed
with the MOCI at closing.

In a transaction involving the acquisition of
shares through a private placement exercise
and the target company issuing new shares to
an acquirer pursuant to a capital increase, the
main acquisition documents are:

(a) along-form share subscription agreement,
including detailed provisions concerning
the transaction and conditions precedent
to subscription;

(b) an information memorandum;

(c) minutes of the extraordinary general
meeting of the target’s shareholders
approving the private placement of new
shares;

(d) amendments to the articles of association
of the target company to reflect the increase
in share capital;

(e

~

filings on the commercial register main-
tained by the MOCI to record the increase
in share capital.

In the event that the private placement exercise
concerns a Listed Company, the transaction
documents also include a prospectus to be filed
with the CMA.

6. What government charges or fees
apply to these transactions?

The registration of a transfer of shares in an
LLC at the MOCI requires the payment of a
transfer fee, which is based on value but capped
at a nominal amount of OMR 100.

A transfer of shares in a Private Joint Stock
Company or Listed Company needs to be un-
dertaken by a licensed broker and requires the
payment of brokerage. A broker is permitted

to charge brokerage of up to 0.35% of the value
traded on each side of the trade (i.e. on the buy-
side as well as on the sell-side). The brokerage
includes a commission-based fee payable to the
MSM, which is set at 0.1% of the value traded.

There are no prescribed fees payable for reg-
istering an asset transfer agreement with the
MOCI. However, the registration of transfers
of individual assets from the seller to the
buyer incurs the payment of registration fees,
the most substantial of which are real estate
registration fees. Real estate registration fees
are payable for registration of land transfers
and are charged at 3% of the value of the land
transferred.

There is no fee payable for recording a capital
increase consequent upon a private placement
exercise. However, in the case of a Listed Com-
pany, the MCDC charges Listed Companies an
annual ad valorem fee that is calculated based
on its issued share capital. A capital increase
resulting from a private placement of shares
results in the Listed Company being required
to pay additional depository fees on account of
the increased capital.

7. Do shareholders have consent or
approval rights in connection with a
deal?

The acquisition of shares in an LLC through a
share purchase is subject to statutory pre-emp-
tion rights vested by law under the CCL in
other shareholders of the LLC. In order for a
transfer of shares in an LLC to go through, the
shareholders of the LLC would need to waive
their statutory pre-emption rights.

Shareholders do not have consent or approval
rights in connection with a merger or acqui-
sition involving a bilateral sale and purchase
of shares in a Private Joint Stock Company or
Listed Company.

An asset purchase transaction involving the
sale by an Omani company (whether an LLC,
a Private Joint Stock Company or a Listed
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Company) of all, or a significant part, of its
assets requires the approval of the sharehold-
ers of the company through a simple majority
resolution (more than 50% of votes cast) at an
ordinary general meeting.

An allotment of shares in favour of an acquirer,
pursuant to a private placement exercise, in-
volving the target company issuing new shares
to the acquirer pursuant to a capital increase,
needs to be approved: unanimously by share-
holders where the target is an LLC; and through
a special majority resolution (more than 75% of
votes cast) at an extraordinary general meeting
where the target is a Private Joint Stock Com-
pany or Listed Company.

8. Do directors and controlling
shareholders owe a duty to the
stakeholders in connection with a deal?

Directors of an Omani company owe fiduciary
duties to the company itself and not directly
to the shareholders of the company, or other
stakeholders such as management, employees
or creditors.

9. In what circumstances are break-up
fees payable by the target company?

Break-up fees can be paid by the target com-
pany if the payment of such fees is approved
by the shareholders of the target company. The
approval needs to be: unanimous by the share-
holders where the target is an LLC; and through
a simple majority of votes cast at an ordinary
general meeting where the target is a Private
Joint Stock Company or Listed Company. It
is not common for an Omani target company
to agree on payment of break-up fees with an
acquirer.

10. Can conditions be attached to an
offer in connection with a deal?

Oman does not have takeover legislation in
place, and consequently restrictions on condi-
tional offers (e.g. as is often the case in tender
offer regulations) do not apply.

Jurisdictional Q&A - Oman

Conditions normally included in a share pur-
chase agreement include:

(a) approval from regulatory authorities that
have jurisdiction over the target company;

(b) consents from third parties such as lenders,
key clients/customers and suppliers of the
target company;

(c) no material adverse change or change of
law having a material adverse effect on the
business or prospects of the target occur-
ring between the date of the share sale and
purchase agreement and closing;

(d) no breach of a material covenant having
occurred between the date of the share sale
and purchase agreement and closing.

Conditions precedent that are sometimes
included involve:

(a) the availability of acquisition funding;
(b) the issuance of a legal opinion from counsel

confirming satisfaction of the conditions
precedent.

11. How is financing dealt with in the
transaction document? Are there
regulations that require a minimum level
of financing?

There is no legal requirement on the level of
financing. As mentioned above, Oman does not
have takeover legislation in place which could
be expected to prescribe such requirements.

12. Can minority shareholders be
squeezed out? If so, what procedures
must be observed?

There is no legal provision for minority
shareholders to be squeezed out. However,
it is possible for an acquirer to take a Listed
Company private by moving for its conversion
into an LLC or a Private Joint Stock Company
and seeking its delisting.

As part of any such conversion and delisting
process, the CMA would impose an exit
offer obligation, which enables minority
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shareholders to exit the company. However,
in the event that minority shareholders do
not participate in the exit offer, they would
continue to remain shareholders of the delist-
ed company, and they would not be subject to
being squeezed out.

13. What is the waiting or notification
period that must be observed before
completing a business combination?

In transactions requiring clearance from the
PACP under the Competition Law, the PACP is
granted a period of up to 90 days, from the date
of filing an application for merger clearance, to
provide a response.

In the event that the PACP does not reply to the
application within the stipulated 90 days, this is
deemed an implied consent for the transaction
to proceed.

In practice, the PACP normally replies to an
application for merger clearance within a
fortnight of the application being filed.

14. Are there any industry-specific rules
that apply to the company being
acquired?

The provisions of industry-specific laws and
regulations also come into play in merger and
acquisition transactions involving companies
operating in certain business sectors. These are
summarised below:

(a) banking: for any entity to acquire more
than 10% of the shares of any Omani bank,
approval of the Central Bank of Oman is
required;

(b) securities business: for any person to own
more than 15% of the shares of an Omani
company which is licensed by the CMA
to engage in securities related business,
approval of the CMA is required;

(c

~

electricity and desalinated water: investors
wishing to acquire 20% or more of the
voting capital of an electricity generation/
desalination company supervised by

the Authority for Electricity Generation
in Oman (‘AER’) must obtain the prior
approval of the AER;

d

=

insurance: investors wishing to acquire
control over an insurance company licensed
to undertake insurance business in Oman
must obtain the prior approval of the CMA,
which is also the insurance regulator; and

(e) telecommunications: investors wishing
to make material acquisitions of shares of
a telecommunications services provider
licensed by the Telecommunications Reg-
ulatory Authority (‘TRA’) must obtain
the prior approval of the TRA prior to any
shareholding being acquired in such target
company which would result in any of the
following shareholding thresholds being
exceeded: 5%, 10%, 20%, 33.3%, 50% and
66.6%.

15. Are cross-border transactions subject
to certain special legal requirements?

There are no special legal requirements under
Omani law for out-bound transactions.

However, in relation to in-bound transactions,
there are restrictions on foreign ownership in
Omani companies (see question 4 for further
detail).

Additionally, there are restrictions on foreign
investment in companies operating in certain
business sectors. These are summarised below:

(a) defence: the Omani defence sector (man-
ufacturing and trading of weapons and
munitions including armaments and
military equipment) is exclusively govern-
ment-controlled. Private sector investment
in this sector is not permitted;

(b) media: foreign ownership is not permit-
ted in publication houses which publish
newspapers. Such organisations must be
wholly Omani-owned and controlled.
There are no specific disclosure obligations
or approvals imposed on media companies.
However, the sale or transfer of ownership
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in an enterprise that operates a newspaper,
including a transfer of shares therein, would
need to be pre-approved by the Ministry of
Information;

(c) mining: new mining licences may only be
granted to establishments and companies
having foreign investment equivalent to
30% or less of the mining company’s share
capital.

16. How will the labour regulations in
your jurisdiction affect the new
employment relationships?

There are no obligations for a target to inform
or consult its employees or their representatives
or obtain employee consent to a share sale or
asset sale. However, in the event that employees
are to be transferred to an acquirer following
an asset sale, then the prior consent of each
transferring employee is required. Moreover,
employees are not automatically transferred to
the buyer in a business sale, and the acquiring
entity would need to enter into a new employ-
ment contract with each transferring employee.

Under the Oman labour law, a business transfer
obliges the acquirer to accept a transfer of all
employees of the target on their current terms
of employment (together with their vested ben-
efits, i.e. end of service benefits for expatriate
employees and pension benefits for Omani
employees). There is no statutory protection
for employees against dismissal in the context
of a share sale.

Recent guidelines issued by the Ministry of
Manpower require that the labour clearances
for expatriate employees are renewed on the
payment of a fee in the event of a change of
ownership or shareholding of a company that
hires expatriate employees.

The employment status of Omani transfer-
ring employees needs to be registered with
the government authorities and the pension
authority (the Public Authority for Social
Insurance (‘PAST).
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The buyer needs to obtain new labour clear-
ances for transferring expatriate employees
from the Ministry of Manpower and record
the change of their employer with Omani
immigration authorities.

The pensions of the employees who are Omani
citizens are dealt with under the Social Insur-
ance Law. This involves pension contributions
being made to PASI on a monthly basis by the
employee and the employer. PASI contributions
are calculated as 11.5% of the employee’s salary
(employer’s contribution), 7% of the employee’s
salary (employee’s contribution) and 1% of the
employee’s salary (government contribution,
although in practice this is also paid by the
employer).

In practice, each Omani employee needs to be
registered with PASI, and each increment or
change in the terms of employment needs to
be recorded with PASI.

Once an Omani employee is transferred to the
buyer, the buyer is obliged to pick up and take
forward the seller’s former obligation to make
monthly pension contributions.

Expatriate employees are entitled to receive
end-of-service benefits at the end of their ser-
vice with a particular employer. End-of-service
payments are calculated at the rate of half a
month’s basic salary for each of the first three
years of employment service and one month’s
basic salary for each subsequent year of service.

Unless vested benefits are suitably dealt with in
the agreements that document a business trans-
fer, a buyer automatically inherits the seller’s
entire obligation to pay expatriate employees
their vested end-of-service benefits.

17. Have there been any recent proposals
for reforms or regulatory changes that
will impact M&A activity?

We understand that the CMA is contemplating
issuing a takeover code at some point in time.
However, the final form of the code and the
timeline for such issue are unclear at present.
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