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Notes to Readers
Ernst & Young has prepared this summary to provide general information relating to economic, commercial and tax developments in Oman during 2009, to
a busy executive. The information has been extracted from published articles in the press and from information available on the Internet. It is not intended
to provide an exhaustive listing of all developments that took place in 2009. The changes to laws and regulations mentioned in this publication may be
subject to further clarifications and interpretations to be issued by the appropriate authorities. Therefore, it is recommended that timely professional advice
is obtained prior to taking any decision based on the contents of this publication. Neither EYGM Limited nor any other member of the global Ernst & Young
organization can accept any responsibility for loss occasioned to any person acting or refraining from action as a result of any material in this publication.
Cover picture: Courtesy Al Bustan Palace InterContinental, Muscat
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Economy in 2009
•D
 espite a large decline in oil prices, the
economy registered a growth of 3.7 per
cent at constant prices but declined by
about 20 per cent at current prices.
• A
 budget deficit of US$360 million was
registered year-on-year to November
2009 compared to a surplus of US$5
billion a year earlier. Most of the budget
deficit is expected to be covered by year
end since an actual oil price of US$56.7
per barrel was achieved as against the
budgeted US$45 per barrel.
• Average

realized oil prices dropped from
US$101.1 per barrel in 2008 to US$56.7
in 2009, reflecting a decrease of 44 per
cent.
• Daily

oil production increased by 7 per
cent in 2009 to 810,000 barrels per day.
• The

oil sector recorded a decline of 37
per cent as global crude prices fell.
• The

non-oil sector recorded a growth
of 2.9 per cent at constant prices but
declined by about 2.2 per cent at current
prices.
• Total

expenditure rose to US$16 billion
in the first eleven months of 2009 from
US$15 billion in the same period in 2008,
reflecting an increase of 6.8 per cent.
• Total

revenues in the first eleven months
of 2009 slid to US$15.6 billion from
US$20 billion in the same period in 2008.
• The

inflation rate declined to about 3.6
per cent compared to 12.4 per cent in
2008.
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• The

repercussions of the global financial
crisis had an impact on the performance
of the national economy in 2009
relating to the balance of payments.
Preliminary estimates indicate that the
overall proceeds of hydrocarbon exports
decreased by 41 per cent due to the
decrease in oil prices. Non-hydrocarbon
exports increased by 16 per cent.
• Due

to a fall back in domestic demand
and a decrease in commodity prices
in the global market, the overall value
of imports reduced by 23 per cent.
Consequently, the balance of trade
surplus decreased to US$11.4 billion in
2009, a decrease of 32 per cent when
compared to 2008.
• At
 the Muscat Securities Market, volume
of trade scaled up to US$17.4 billion
recording an increase of 11.2 per cent
compared to 2008. The market value of
listings on 31 December rose to US$23.6
billion, an increase of 12.2 per cent
compared to the same date in 2008.
• The

Sultanate beat other Arab and
African countries to take the top place in
the region on the global stability index.
The study, which covered 177 countries,
was conducted in collaboration with the
US Peace Fund. The index was based on
12 social, economic, political and military
indicators.
• Oman

ranked second among 17 countries
in the Middle East/North Africa region
in the 2009 Economic Freedom Index
published by the Washington Heritage
Foundation, and its overall score was
above the world and regional averages.
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Economic outlook for 2010
•T
 he economy is expected to grow by 6.1
per cent at constant prices and 18.4 per
cent at current prices in 2010.
• Oman’s

budget for 2010 is based on an
oil price of US$50 per barrel.
• Total

revenues are estimated at US$16.5
billion, reflecting an increase of 14 per
cent over the 2009 budget.

• US$2.4

billion has been allocated for
development projects to be implemented
in 2010. This includes the completion
of ongoing projects listed in the Seventh
Five Year Development Plan (20062010).

• Total

expenditure is estimated at
US$18.6 billion, reflecting an increase of
12 per cent over the previous year.
• The

inflation rate is set to stabilize at 3.5
per cent.
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Project developments
Tourism and real estate
•T
 he Wave, Oman’s premier Integrated
Tourism Complex has invited contractors
to express interest in contracts to build
two hotels. The hotels are the 253bed Fairmont Hotel and the 300-bed
Kempinski Hotel. The first sector of The
Wave was completed in October 2009. It
includes 133 villas and 130 townhouses.
The Wave is a US$805 million freehold
Integrated Tourism Complex project and
when complete will cover an area of 2.5
million square metres combining more
than 4,000 residential homes, as well as
retail, leisure and hotel accommodation,
a marina and a golf course.

• Oman

Tourism Development Company
(Omran) has received bids to provide
quantity surveying services on a new
convention and exhibition centre on the
outskirts of Muscat. Omran plans to build
a 6,000-seat convention centre and
a 30,000 squaremetre exhibition and
sports centre at the site, near Muscat
International airport. The plans also
include a 125,000 squaremetre shopping
mall, a 70,000 squaremetre low rise
business park, and four hotels.

• Oman’s

first Integrated Tourism Project,
Muscat Hills, opened the first 9-holes
of the 18-hole championship green golf
course in May 2009 and the full 18-holes
opened in December 2009. The US$780
million project comprises an 18-hole
green golf course, a gated residential
development, a boutique resort hotel,
premium office space, retail outlets and
entertainment options. The construction
of the first phase of residential units
and infrastructure is in its final stages
of completion and handover to owners
is expected in the first half of 2010.
The second phase which involves the
construction of additional residential
property, a permanent club house, a
luxury hotel and a commercial complex
will be taken up in 2010.
Picture courtesy: Muscat Hills
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Oil and gas
•S
 ix international firms have bid for the
estimated US$500 million engineering,
procurement and construction deal to
build a one kilometre long pipeline from
offshore production facilities at the West
Bukha field, in the Strait of Hormuz, to an
onshore processing unit at Musandam.
• UAE

based Petrofac has won a
US$350 million contract on Petroleum
Development Oman’s (PDO) Kauther gas
field depletion project. The engineering,
procurement and production (EPP)
contract covers a gas compression
system and associated facilities at the
Kauther gas plant in northeast Oman.
• Petroleum

Development Oman (PDO) has
awarded an estimated US$250 million
construction contract for its Saih Nihayda
gas compression project to South
Korea’s GS Engineering & Construction.
The contract covers the installation of
gas compressor units and subsidiary
work including the construction of gas
substations at the Saih Nihayda field in
central Oman.

• UK’s

Mott MacDonald has won a three
year contract to provide general oil and
gas engineering services to Occidental
in Oman. Mott will provide engineering
design and technical support to the
engineers working at Occidental’s two
exploration and production concessions
at blocks at Safah Wadi Latham and
Khamila in the southeast of the country.
• Oman’s

Gulf Petrochemical Services
& Trading has won two long term oil
and gas service contracts worth more
than US$200 million from Occidental
Petroleum Corporation. The first deal, a
US$80 million four year contract covers
engineering installation and fabrication
services. The second deal, a US$140
million contract covers oil field services
over three years.

• US
 based Harvest Natural Resources has
signed an exploration and production
sharing agreement (EPSA) for the
exploration of gas in Block 64. The
exploration block is a newly created
concession carved out from the existing
Block 6 concession and covers the AlGhubar and Qarn Alam areas.
• Canada

headquartered Epsilon Energy
has been awarded an exploration
licence for Oman’s Block 55 oil and gas
concession.
• UAE

exploration firm RAK Petroleum
commenced production at the West
Bukha oil facility in Oman’s Block 8,
located offshore in the Strait of Hormuz.
This is the first offshore oilfield to go on
stream in the Sultanate of Oman.

• US
 based PetroTel has signed a three
year exploration and production sharing
agreement (EPSA) with the Sultanate.
The company will develop Block 17 in
Musandam, north of Oman.

• Petroleum

Development Oman (PDO)
has released two major construction
tenders on its new steam based enhanced
oil recovery (EOR) project at Amal
in southeast Oman. The Amal steam
injection project will result in two winning
bidders building facilities to create large
amounts of steam for injection into the
PDO operated Amal East and Amal West
oil fields. Amal will become the site of the
fourth field development project in the
company’s EOR portfolio.
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Power and water
•O
 man Power & Water Procurement
Company (OPWP) has received letters
of preliminary interest from developers
in the Duqm coal-fired independent
water and power project. OPWP plans
to launch the prequalification process in
April 2010, with a request for proposals
to follow in September. The plant will
have more than 1,000MW of power
capacity and OPWP has yet to decide
on the desalination capacity. The plant
will start producing power in April 2015
and will begin full commercial operations
in January 2016. Financial, technical
and legal advisors have already been
appointed.
• A
 joint venture of Singapore’s Sembcorp
Utilities and Oman Investment
Corporation (OIC) have signed a 15 year
contract to supply power and water
to Southern Oman from the venture’s
planned Salalah independent water and
power project (IWPP). The Sembcorp
Salalah Power & Water Company will
build, own and operate the US$1 billion
Salalah IWPP. The plant will begin
operating in the first half of 2012. The
gas-fired plant will have a capacity of
445MW of power and 15 million gallons
a day of desalinated water. China’s
Shandong 3 Electric Power Construction
Corporation (Sepco 3) is the engineering,
procurement and construction (EPC)
contractor and Hydrochem, a wholly
owned subsidiary of Hyflux, is the subcontractor for the seawater desalination
plant.
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• Oman’s

Tender Board has delayed the
bid deadline for the Barka 3 and Sohar
2 independent power projects (IPPs).
Five groups are competing for the IPP
projects. The IPPs will each have a
capacity of 650-750MW of power. Barka
3, will be built close to where two existing
independent water and power projects
(IWPPs) are already co-located at Barka.
While Barka 1 is already operational,
Barka 2 was due to be fully commissioned
during the course of 2009. Sohar 2,
will be constructed adjacent to the now
operational Sohar 1 IWPP located within
the Sohar Industrial Port.

• A
 consortium of experts has been
selected to advise the government
on the planned implementation of a
Concentrated Solar Power (CSP) project
in the Sultanate. The consortium
comprises WorleyParsons Oman
Engineering as technical advisers,
Macquarie as financial advisers and
Chadbourne & Parke as legal advisers.
The group has been assigned with
assisting the Public Authority for
Electricity and Water (PAEW) in charting
an effective strategy for the realisation of
the government’s aspirations in the area
of renewable energy development.

• Oman

Power & Water Procurement
Company (OPWP) has awarded an
advisory contract for the Ghubrah
independent water and power project
(IWPP) to a consortium led by Ernst &
Young. The consortium also includes
British Power International and UK law
firm DLA Piper. OPWP will build the
Ghubrah plant at an existing IWPP at AlGhubrah. It will add 500 MW of power and
30 million gallons a day of desalination
capacity.

• The

state owned Electricity Holding
Company SAOC (EHC) has acquired a
majority shareholding in Dhofar Power
Company SAOG (DPC), which owns and
operates the vertically integrated Salalah
Power System. EHC now owns 53.9 per
cent of the equity in DPC.
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Petrochemicals
•S
 ohar International Urea & Chemical
Industries (SIUCI) commenced trial
production of granular urea at its US$638
million urea and ammonia plant at Sohar.
SIUCI is one of the biggest private sector
greenfield fertilizer projects in the world.
The plant will produce 2,000 tons a day
(t/d) of ammonia, which will be converted
to 3,500 t/d of granular urea, equivalent
to 1.15 million tons a year.

• Oman

Oil Company (OOC) plans to launch
a study into the feasibility of building a
refinery and petrochemicals complex
at Duqm, one of the largest complexes
in the Gulf, in the first half of 2010.
OOC has secured financial support from
Abu Dhabi’s state run International
Petroleum Investment Company (Ipic), in
a memorandum of understanding signed
on 8 October 2009.

• Aromatics

Oman announced in May
2009 that its petrochemicals project
at Sohar Industrial Port had entered
the commissioning phase. The project
was expected to reach the commercial
operation phase at the beginning of
December 2009. The US$1.6 billion
venture is the biggest petrochemical
project at Sohar. The complex will
produce 819,000 tons of para-xylene and
210,000 tons of benzene per year.
• Sohar

Industrial Port Company has signed
a US$200 million agreement to develop
a new bitumen plant with Bahrain’s
Mashael Group. The agreement covers
the construction of a bitumen refinery in
Sohar with a capacity of 30,000 barrels
per day (bpd), producing up to one million
tons of bitumen per year. The refinery will
process ultra heavy crude oil to produce
bitumen and a range of petroleum
products. The refinery, the first in the
region, will be completed by 2012.
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Infrastructure
•C
 onstruction work on the first phase of
the Batinah coastal road was scheduled
to begin at the end of 2009. Turkey’s
Makyol was selected to execute Section
1 of the first phase at a cost of US$325
million. It covers 60 kilometres from
Barka to Wudam. India’s Nagarjuna
Construction Company (NCC) was
awarded Section 2 at a cost of US$387
million. Section 2 covers 66 kilometres
from Sohar Industrial area to Khatmat
on the Fujairah border with the UAE.
The first phase involves the construction
of a 126-kilometre all weather, four
lane dual carriageway. The remainder
115 kilometre stretch will be tendered
out in the second phase of the project.
The 241 kilometre long road is part of
an ambitious initiative to improve road
communications along the Batinah coast
as well as open up large coastal areas
to economic, tourism and commercial
investment.
• A
 study into the feasibility of introducing
a rail network in the Sultanate was due to
be completed before the end of 2009. A
joint venture team from Systra Consulting
of France and the National Engineering
Office (NEO) of the Sultanate was to
complete its study of the broad scope
and elements of a rail system that will
initially run the length of the Batinah
region with a branch line extending to Al
Buraimi on Oman’s border with the United
Arab Emirates. Envisaged is a mostly
twin track, broad gauge network catering
primarily to freight trains in the initial
phases of the project. This rail network
will ultimately be integrated with a US$14
billion inter-GCC rail system project that
will crisscross all six member states and is
likely to be operational during 2016-18.
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A contract for the engineering design
consultancy services is expected to be
awarded around mid 2010.
• A
 contract worth US$1.168 billion was
awarded to a joint venture of Athens
based Consolidated Contractors Company
(CCC) and Turkish company TAV, for
undertaking the first phase construction
contract at Muscat International
Airport. The contract involves building
the northern runway, taxiway system,
aprons, roads, utility buildings and other
civil works. Further packages will cover
a terminal building, an air traffic control
tower and ancillary buildings. The CCCTAV joint venture is also bidding to build
the passenger terminal and air traffic
control tower at Muscat International
Airport.
• Bids

have been invited for the second
infrastructure package on the new Sohar
airport project. Strabag Oman won a
US$99 million contract for the first phase
of construction work and has already
commenced work on the new airport. The
airport terminal will be built in the third
phase.

• Bids

have been invited for the second
construction package at Duqm airport.
The contract involves the airfield
infrastructure at the airport and will
add to the basic infrastructure works
package that Desert Line Projects won in
September 2008.
• Oman’s

Galfar Engineering has won a
US$105 million contract to build Ras
al-Hadd airport. The contract involves the
construction of a runway at the airport.
•E
 ight firms have submitted bids for the
contract to prepare a master plan for a
new international class airport on the
Musandam peninsula. The proposed
greenfield airport will serve as a gateway
into the region that holds significant
potential for investment in tourism,
hydrocarbons development and maritime
transport.
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Infrastructure (cont’d.)
• The

joint venture of Italy based
engineering contractor Saipem and
Indian infrastructure firm AFCONS, has
been awarded a contract to design and
construct a deepwater bulk jetty at the
Port of Sohar. The total investment in the
project, which also includes a dredging
component to be undertaken by Van Oord
of The Netherlands, amounts to US$247
million. The deepwater jetty is set to
be ready by the first quarter of 2011.
The investment will help create a major
deepwater jetty at the Port of Sohar
capable of berthing the next generation
ore carriers to support the bulk shipping
needs of companies located at the
industrial port. Once built, it will become
one of the few ports in the world with the
capacity to berth very large vessels.

• A
 contract for the detailed engineering
design of Phase one of Sohar Freezone
was expected to be awarded before the
end of 2009. Sohar Freezone LLC, a joint
venture of Sohar Industrial Port Company
(SIPC) and SKIL Infrastructure Limited
of India, is overseeing the development
of the 4,500 hectare freezone which
adjoins the Port of Sohar. Development
of the freezone area is envisaged in five
phases. In the first phase, a 500 hectare
segment of the freezone will be taken for
immediate development.

• Carillion

Alawi has won the estimated
US$260 million contract to build Oman’s
majlis (parliament) complex in Muscat.
UK-based Atkins is the consultant.
• The

second Asian Beach Games will be
held in Oman between 8 December and
16 December 2010. Forty-five nations
will be participating in twelve sports.
Construction work at the Al-Musannah
Sports City where the second Asian
Beach Games will be held is in full
progress.

• Tenders

for the design and construction
of facilities for ferry vessels at the ports
of Salalah and Seeb have been issued.
The projects will complement other
schemes on the Omani coast to develop
the country’s tourist infrastructure.
• Fugro

Middle East was the lowest bidder
for a contract to carry out a technical
investigation for two new berths
proposed for the Port of Salalah.
• UK’s

Atkins has recommended converting
Muscat’s sole commercial port, Sultan
Qaboos, into a tourist facility. Developing
a tourist facility may be the best option
for the redevelopment of Sultan Qaboos,
which no longer meets international
standards as a cargo port.
Picture courtesy : Port of Salalah

Developments in 2009

Sultanate of Oman

10

Industrial
•C
 onstruction work at Brazilian mining
conglomerate Vale’s Sohar project
is under way with a number of local
and regional companies executing key
packages of the project. The US$1.356
billion project involves the construction of
a two-train iron ore pelletising plant with
an initial production capacity of 9 million
tons per year (mtpy) and a distribution
centre with a throughput capacity of
around 40 mtpy. The first plant is due to
come on stream in early 2011.
• The

US$2.4 billion Sohar Aluminium
smelter reached full capacity on 19
February 2009. Its 1.2 kilometre long
potline is the longest in the world and
the smelter’s total production capacity is
350,000 tons per year.
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Commercial developments
• The

Muscat Securities Market Index
increased from 4,813 points in January
2009 to 6,368 in December 2009.

float to a free float index and capping
share price fluctuations was reduced
from 20 per cent to 10 per cent.

• Royal

Decree No. 8/2009 has ratified the
Free Trade Agreement between the GCC
states and Singapore signed in Doha on
15 December 2008.

• The

official eGovernment Services
Portal (www.oman.om) was launched
in November 2009. As the main entry
point to the government system and
its services, the portal will cater to
all individuals in the Sultanate, and
bridge the gap between government
organizations, citizens, visitors and the
business sector.

• Ministerial

Decision No. 98/2009 has
amended the existing implementing
regulations for Integrated Tourism
Complexes to limit the number of villas to
no more than the number of hotel rooms
in the complex.
• Capital

Market Authority (CMA) has
issued a circular approving a list of non
audit services that external auditors may
provide to their clients simultaneously
with external audit, subject to certain
conditions being fulfilled.
• The

government has issued a class
one license to the Omani Qatari
Telecommunications Company S.A.O.C
for the establishment and operation of a
fixed public telecommunication system.
• The

Sultanate of Oman has joined
the Hague Convention abolishing the
requirement for legalisation of foreign
documents.
• The

Muscat Securities Market modified
its MSM 30 index with effect from 1 July
2009. MSM 30 was converted from a full
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• e-Purse

was launched in the Sultanate on
27 July 2009. Implemented by the Royal
Oman Police, in association with the
Information Technology Authority (ITA)
and Bank Muscat, the e-Purse embedded
in national ID and resident cards, is the
first of its kind in the region and will
revolutionise cash transactions.

• The

governments of the Sultanate and
Uzbekistan have signed 15 joint pacts in
the areas of joint investment, tourism,
scientific research, air transportation
services, energy and petrochemicals. The
agreement also includes establishing a
US$500 million joint investment fund.
• The

governments of the Sultanate and
Brunei Darussalam have signed an
agreement establishing the Oman-Brunei
Investment Holding Company with a
capital of US$100 million.
• The

Central Bank of Oman (CBO)
launched electronic clearing of cheques
across banks in the Sultanate in January
2009.
• Cao

Dewang, chairman of the Chinese
company Fuyao Glass Industry Group
won the 2009 Ernst & Young World
Entrepreneur of the Year award.

• The

National Data Centre (NDC), designed
and set up by the Information Technology
Authority (ITA), was inaugurated in May
2009. The NDC is designed to provide
a multi-tenant high availability data
centre for all ministries to host their
data as well as provide disaster recovery
solution, with the objective to achieve
improved business continuity for various
IT systems.
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Legal developments
• Royal Decree No. 28/2009 has
promulgated the Income Tax Law. The law
consolidates a number of interpretations
and practices arising from the old law.
Certain new tax policies have also
been introduced. The new tax law is
effective from the tax year beginning
1 January 2010. A uniform tax rate of
12% on income in excess of RO 30,000 is
applicable for all companies.

• M
 inisterial Decision No. 46/2009 has
issued Executive Regulations to the
Unified Industrial Organizing Law for the
countries of Arabian Gulf Cooperation
Council.
• The E-payment system at the Ministry of
Justice came into effect on 1 November
2009 at offices of the supreme, appeal
and primary courts and departments of
notary public and Justice Ministry offices.

• Ministerial

Decision No. 1020/2009 has
implemented Article 6 of the Lawyer
Law effective from 1 October 2009.
It prevents non-Omani lawyers from
pleading and appearing before the
Primary Courts, commencing from
1 October 2009. It permits non-Omani
lawyers from pleading and appearing
before the Courts of Appeal and the
Supreme Court until 31 December 2012.
Furthermore, it grants Omani lawyers
who combine a government job along
with practicing their legal profession
a period until 31 December 2012 to
practice their legal profession on a fulltime basis.
• Royal

Oman Police Decision No. 49/2009
has amended certain provisions of
the Foreign Residence Law Executive
Regulations.
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Manpower related
developments
•M
 inisterial Decision No. 321/2009
has set targets for Omanisation in the
private sector for 2009 and 2010. The
Omanisation percentage prescribed for
the I.T. sector is 35 per cent. In the oil
and gas sector, the Omanisation rate will
remain at 90 per cent for production
and operation companies in 2010, 82
per cent in direct service companies, 73
per cent in assistance service companies
and 82 per cent in local companies.
In the industry sector, the rate will be
35 per cent. In the banking sector the
percentage should reach 90 per cent in
2010 and in the monetary and insurance
sector the rate will be 45 per cent. In
addition, each company is required to
submit its annual Omanisation plan to the
Ministry of Manpower before 15 August
every year.

RO 1,000 and not more than RO 2,000
for each employee. The amendments
also set limitations on the payment
of compensation in case of unfair
termination of an employee.
•N
 ew projects announced during the
State’s General Budget for 2010 are
expected to create around 4,000 new job
opportunities in the labour market.

compared to the number of employees at
the end of 2008.
•E
 xpatriate workers employed by the
private sector in the country rose by 9.9
per cent to 873,737 for the eleven month
period ending November 2009 from
794,935 in December 2008.

• The

number of nationals employed in
private sector establishments increased
to 156,135 during November 2009. This
represents an increase of 6.1 per cent

• Royal

Decree No. 63/2009 has amended
some provisions of the Omani Labour
Law 35/2003. Among other things, the
law forbids the employer to permit any of
its licensed expatriate employees to work
for others and to employ any employee
licensed to work for other employers. It
also prohibits the employer to employ any
expatriate in an Omanised profession.
An employer who employs expatriates
who are not licensed to work for him
shall be imposed a fine of not less than
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Tax related developments
Executive summary of Oman’s new
Income Tax Law

• Gains

on sale of goodwill, trade name
etc., are taxable

Tax administration, filing, payment,
assessments, appeals:

Effective Date:

• Overseas

income is taxable in Oman, with
a corresponding tax credit

• Mandatory

tax registration and obligation
to amend information

• Income

earned before registration/
incorporation/commencement of
business is taxable

• Notice

is deemed to be served 15 days
from date of letter

• The

new tax law is effective from tax year
beginning 1 January 2010.
Rates:
• Reduction

of tax rates for foreign
branches from 30% to 12%
• Uniform

tax rate is now achieved for all
types of tax payers

• Withholding

tax to apply if the permanent
establishment is unconnected with such
income
Expenses:

• Withholding

tax remains @10% on certain
types of payments

• Basic

concepts of expense deductibility
remain the same

Tax Payer:

• The

new law consolidates various
regulations issued in the past

• Taxpayers

include sole proprietorships,
companies registered in Oman and
permanent establishments of foreign
companies
• A
 service PE concept has been introduced
to exclude a foreign company from tax
for shorter duration visits of less than 90
days in a 12 month period
• The

dependant agency concept has been
introduced to expand the base of tax
payers (onerous responsibilities on Omani
companies in their role as agents of
foreign companies introduced)
Income:
• No
 major changes in the withholding tax
regime
• The

term “Royalty” has been defined
extensively
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• Depreciation

for plant and machinery to
be allowed on a “pool of assets” basis
• Thin

capitalization concept has been
introduced (limitations on deduction of
interest)
• Expenses

incurred before registration/
incorporation/ commencement of
business are deductible

• No
 major changes in method of
accounting, books of accounts, foreign
currency, accounting period etc.,
• Filings

and deadlines remain the same
• Certain

categories of tax payers will be
exempt from tax filing, registration or
submission of audited accounts
• Delay

fines remain the same (1% per
month of tax due for the period of delay)
• Filing/payment

deadlines extended to
next working day if they fall on a public
holiday
• 5
 year time limit for assessments stays
• Absolute

limitation of 10 years has been
introduced where no returns are filed
• An
 assessment is to be made for
withholding tax as well

• Depreciation

rates are mostly similar
(except for 33⅓% for computers and 10%
for drilling rigs)

• A
 rectification assessment may be made
for oblivious errors within 5 years from
the original assessment

• Restrictions

of various expenses (head
office overheads, salaries to partners,
rents donations sponsorship fees) to
continue

• Appellate

processes remain largely
unaffected
• Undisputed

tax to be paid before
objection
• Time

limit for objection decision has been
increased from 3 months to 5 months
(Extension has been increased from 3 to
5 months)
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Tax related developments (cont’d.)
• Tax

authority may approach the tax
committee for incorrect applications of
law (previously not available) within 2
months
Tax losses:
• These

provisions remain the same – few
clarifications have been made
Tax exemptions:
• Public

utility projects are no longer
eligible for tax exemptions
• Educational

institutions and private
hospitals no longer enjoy indefinite tax
exemption. This will be limited to a
maximum of 10 years

• If
 an adjustment has been made for
a party under the anti avoidance
regulation, the other party can request
a corresponding adjustment in its
assessment within one year
General
• Omani

agents may be considered as
principal officers (with all obligations) if
the foreign principal carries on business
through an agent

• Where

a legal entity or a sole proprietor
has multiple permanent establishments
(PE) in Oman, tax returns should be filed
for and assessments will be issued for
all PEs together. In determining taxable
income, profits and losses of all PEs are
to be aggregated
• Executive

regulations are to be issued on
a number of matters and several forms
are to be prescribed

• Asset

exchange in mergers and
acquisitions will be a taxable event
• In
 certain cases, the principal officer shall
not be absent from Oman for more than
90 days

• All
 other provisions remain almost the
same
Avoidance of Double taxation:
• Overseas

income is taxable in Oman
• Tax

credit method is introduced
• Limitation

on allowance of tax credit
• Tax

credit can be requested within 2
years of foreign tax payment
Anti avoidance legislation:
• Transactions

between related parties to
be scrutinized
• Comparable

transaction with an
independent person has been introduced
as a bench mark
• Transactions

designed to avoid taxes
(even with unrelated parties) to be
adjusted

Developments in 2009
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Treaty developments
• The

double tax treaty between the
Sultanate of Oman and the Kingdom of
Belgium has come into force.
• The

double tax treaty between
the Sultanate of Oman and Brunei
Darussalam has come into force.
• The

double tax treaty between the
Sultanate of Oman and Vietnam has
come into force.
• The

Sultanate of Oman and the Republic
of Uzbekistan have signed a double tax
treaty.
• The

Sultanate of Oman and the Kingdom
of the Netherlands have signed a double
tax treaty.
• The

Sultanate of Oman and Croatia have
signed a double tax treaty.
• Representatives

of the Sultanate and
the United Kingdom have signed a
protocol amending the Oman-U.K. tax
treaty, dated 23 February 1998. The
protocol will come into force after the
two countries exchange instruments of
ratification.

Developments in 2009

Sultanate of Oman

17

Ernst & Young as tax advisors
The Oman tax laws are constantly evolving
and undergoing significant changes to keep
pace with the dynamic economic scenario in
the country in particular, and in the region
in general. Ernst & Young realize that the
complexity and the developing nature of
tax laws in the region mean that all of our
clients seek expert professional assistance.
Accordingly, all of the tax affairs of Ernst &
Young’s clients are managed carefully by
dedicated tax professionals, supported by
dedicated staff.
Our tax services, in Oman, include:
• Advice on initial investment and entry
level strategies
• Advance planning to minimise tax
• Tax efficiency reviews
• Audit for tax filing purposes
• Preparation and filing of tax declarations
• Representing clients before the tax
authorities
• Assistance in appellate procedures

The firm’s clients are kept continually
informed of taxation developments, both
within Oman and internationally.
Ernst & Young is the largest professional
services firm in Oman, having had a
permanent office in the country since
1974. The practice comprises of 166
people, and is under the direction of three
partners.

The Oman office forms part of
Ernst & Young’s Middle East practice,
with 101 partners and nearly 4300 other
professionals in 20 offices throughout the
region.
The Middle East practice is a member of
Ernst & Young Global, operating in more
than 140 countries with approximately
144,000 personnel worldwide.

For further information please contact any one of our following executives:
Sridhar Sridharan
Philip Stanton
Rajeev Singh
Ramesh Lakshminarayanan
Morris Rozario
Manjot Singh
Ahmed Al Esry

+968 24 55 95 59
+968 24 55 95 59
+968 24 55 95 59
+968 24 55 95 50
+968 24 55 95 63
+968 24 55 95 51
+968 24 55 95 02

sridhar.sridharan@om.ey.com
philip.stanton@om.ey.com
rajeev.singh@om.ey.com
ramesh.lakshminarayanan@om.ey.com
morris.rozario@om.ey.com
manjot.singh@om.ey.com
ahmed.amor@om.ey.com

At the following address:		
Ernst & Young			
Ernst & Young Building, Qurum		
PO Box 1750, P.C. 112, Ruwi
Sultanate of Oman

Telephone: +968 24 55 95 59		
Telefax: +968 24 56 60 43
e-mail : muscat@om.ey.com
Website: www.ey.com/me

Ernst & Young Muscat Tax Team
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Directory of Ernst & Young Middle East
offices and key tax contacts
Bahrain

Kuwait

Palestine

Manama office

Kuwait office

Ramallah office

International Tax Services
Mubeen Khadir | Mubeen.Khadir@bh.ey.com
P O Box 140
14th floor - The Tower
Bahrain Commercial Complex
Manama
Kingdom of Bahrain

Farooq M Ladha | Farooq.Ladha@kw.ey.com
Alok Chugh | Alok.Chugh@kw.ey.com
P O Box 74
18 - 21 floor - Baitak Tower
Ahmed Al Jaber Street
Safat Square
Kuwait

Saed Abdallah | Saed.Abdallah@ps.ey.com
P O Box 1373
2nd floor, Al-Salam Building
Al Ersal Street
Ramallah
Palestine

Egypt

Lebanon
Beirut office

Doha office

Cairo office
Sherif El-Kilany | Sherif.El-Kilany@eg.ey.com
Ahmed El-Sayed | Ahmed.El-Sayed@eg.ey.com
Hossam Nasr | Hossam.Nasr@eg.ey.com
P O Box 97
Mobica Tower, Floors 6 & 7
37 El Ahrar Street
Dokki, Cairo
Egypt

Ramzi Ackawi | Ramzi.Ackawi@lb.ey.com
P.O.Box 11-1639
St Charles City Centre
Omar Daouk Street
Riad El Solh 1107-2090
Beirut
Lebanon

Iraq

Tripoli office

Baghdad office

Gerry Slater | Gerry.Slater@ly.ey.com
Bashir Al-Ibrahimi Street
Yaser Arafat Square
Tripoli
Libya

Ali Samara | Ali.Samara@jo.ey.com
House 13
Street 46, Block 213
Al Harthia District
Baghdad
Iraq

Jordan
Amman office
Ali Samara | Ali.Samara@jo.ey.com
P O Box 1140
Amman 11118
Mecca Street, Wadi Aqra
Jabal, Amman
Jordan
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Libya

Morocco
Casablanca office
Abdelmejid Faiz | Abdelmejid.Faiz@ma.ey.com
37, Boulevard Abdellatif Ben Kaddour,
Casablanca,
Morocco

Oman

Qatar
Finbarr Sexton | Finbarr.Sexton@qa.ey.com
P O Box 164
3rd floor, Al-Abdulghani Tower
Airport Road
Doha
Qatar

Saudi Arabia
Al Khobar office
Naveed Jeddy | Naveed.Jeddy@sa.ey.com
Jamal Fataftah | Jamal.Fataftah@sa.ey.com
P O Box 3795
4th floor, Juffali Building
Al Khobar 31952
Saudi Arabia

Jeddah office
Mohammed Desin |
Mohammed.Desin@sa.ey.com
P O Box 1994
4th floor, Al Nakheel Centre
Madina Road
Palestine Square
Jeddah 21441
Saudi Arabia

Muscat office
Sridhar Sridharan |
Sridhar.Sridharan@om.ey.com
P.O.Box 1750
Ernst & Young Building
Qurum, Muscat
Sultanate of Oman
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Directory of Ernst & Young Middle East
offices and key tax contacts (cont’d.)
Saudi Arabia

Dubai office

Riyadh office

International Tax Services
Howard Hull | Howard.Hull@ae.ey.com
Chris Kealy | Chris.Kealy@ae.ey.com
P O Box 9267
Al Attar Business Tower
Sheikh Zayed Road
Dubai
United Arab Emirates

Asim Sheikh | Asim.Sheikh@sa.ey.com
Ahmed Abdullah |
Ahmed.Abdullah@sa.ey.com
P O Box 2732
Level 6, Al Faisaliah Office Tower
King Fahad Road, Olaya
Riyadh 11461
Saudi Arabia

Syria
Damascus office
Abdulkader Husrieh |
Abdulkader.Husrieh@sy.ey.com
P.O.Box 30595
Villat Sharqieh – Mezzeh
5 Shaee Street
Damascus
Syria

Tunisia
Tunis office
Ridha Ben Zaied | Ridha-Ben.Zaied@tn.ey.com
Boulevard de la Terre
Centre Urbain Nord
1003 Tunis
Tunisia

United Arab Emirates
Abu Dhabi office
Bassam Hage | Bassam.Hage@ae.ey.com
P O Box 136
Al Ghaith Tower
Hamdan Street
Abu Dhabi
United Arab Emirates
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Ernst & Young
Assurance | Tax | Transactions | Advisory
About Ernst & Young
Ernst & Young is a global leader in assurance, tax,
transaction and advisory services. Worldwide, our 144,000
people are united by our shared values and an unwavering
commitment to quality. We make a difference by helping our
people, our clients and our wider communities achieve their
potential.
For more information, please visit www.ey.com.
Ernst & Young refers to the global organization of member
firms of Ernst & Young Global Limited, each of which is a
separate legal entity. Ernst & Young Global Limited, a UK
company limited by guarantee, does not provide services to
clients.
The Middle East practice of Ernst & Young has been
operating in the region since 1923. For over 85 years,
we have evolved to meet the legal and commercial
developments of the region. Across the Middle East, we
have over 4,400 people united across 20 offices and 15
Arab countries, sharing the same values and an unwavering
commitment to quality. We make a difference by helping our
people, our clients and our wider communities achieve their
potential.
For more information, please visit www.ey.com/me
© 2010 Ernst & Young.
All rights reserved.

