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The Commercial Companies Law
No. 4 / 1974
Part One
Commercial Companies In General
Chapter one
General Provisions
Article( 1): A Commercial Company is a contract by which two or more
persons undertake to participate in an enterprise for profit, each
contributing a share of the Capital in the form of tangible or
intangible property or services, with a view to sharing any profit or
loss resulting form the enterprise.
Article (2): This law shall govern the following types of Companies:
a. General Partnerships.
b. Limited Partnerships.
c. Joint Ventures.
d. Joint-stock Companies.
e. Limited Liabilities Companies.
f. Holding Companies.
Subject to the transitional and final provisions provided in Part
Nine of this Law, any company which does not adopt one of the
types listed above shall be null and void, and the persons who have
acted in such Company’s name shall be jointly and severally liable
for the obligations resulting from such acts.
Article (3): All Commercial Companies, except joint ventures, shall be
considered juristic persons.
Article (4): All contracts, receipts, notices and other documents issued by
Commercial Companies shall indicate the Company’s name, its
form, its principal place of business and the number and place of
its registration in the Commercial Register. The provisions of this
article shall not apply to the joint ventures.
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Article (5): No Commercial Company other than the Joint-stock Company may
have as its object the conduct of insurance business, solicitation
of savings or capital from the public, investment of funds of the
account of third parties, conduct of banking business or the
provision of commercial air transport services.
Article (6): The Memoranda and Articles of Association of Commercial
Companies other than those related to joint ventures shall be
public documents which shall be registered and published pursuant
to the provisions of this law and the Commercial Register Law. Any
person who becomes a partner of a Commercial Company shall
be subject to the provisions of the Memorandum of Association
and Articles of Association thereof. The existence of a Commercial
Company shall not be asserted by third parties in good faith until
such time as registration and publication procedures are complete
according to the provisions of the Commercial Register Law.
Nevertheless, third parties in good faith may assert the existence
of the Company in claims placed against partners thereof even
though such registration and publication procedures are not
complete.
Article (7): Commercial Companies with non-Omani partners, whether such
partners are natural or juristic persons shall comply with the
Foreign Capital Investment Law.
Article (8): Partners of a Commercial Company shall not, without the prior
consent of all partners, conduct any business similar to the
business of the Company for their own account or for the account
of third parties, provided, however, that this restriction shall not
apply to partners of joint ventures or shareholders of Joint-stock
Companies. Partners, Managers and Directors of a Commercial
Company shall not, without the prior consent of all the partners
or without the consent of the general meeting, in the case of
Joint-stock Companies, use the Company’s assets or properties for
their benefit or for the benefit of third parties, or enter, directly
or indirectly, into any agreement with the Company for their
account, except for the ordinary contracts of the type which the
Company concludes with its customers within the ordinary course
of its business. Partners, Managers and Directors of a Commercial
Company who violate the provisions of this Article shall be liable to
the Company for the profits they have gained from such violation
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and for the damages arising thereof. A remedial action may be filed
by any interested party, and all transactions to which the Company
is a party and which infringe the provisions of the preceding
paragraph shall be avoidable.
Article (9): Personal creditors of a partner of a Commercial Company shall not
claim the payment of their debt out of such partner’s share in the
capital of the Company. However, they may claim on the dissolution
of the Company, the payment of their debt out of the partner’s
share in the remaining assets of the Company after the settlement
of the Company’s liabilities. Personal creditors of a partner of a
Commercial Company other than the Joint-stock Company may
claim the payment of their debt out of such partner’s share in
the Company’s profits as determined in the Company’s profit and
loss statement. As for the Joint-stock Company, payment may be
claimed only out of the partner’s share
in the declared dividends. Personal creditors of a shareholder in
a Joint-stock Company may, besides the rights provided in the
two preceding paragraphs, claim the public sale of the indebted
shareholder’s shares to recover their debt out of the proceeds,
subject to the provisions of the applicable laws and the Company’s
Articles of Association.
Article (10): No case shall be filed for claims arising under the provisions of this
Law against or among partners of Commercial Companies regarding
the Company’s Memorandum or Articles of Association or the
Company’s acts, or against the Company’s Managers, Directors,
Auditors or Liquidators, or against the heirs or successors of any
of them for the acts they performed during the exercise of their
functions, unless such case is filed within a period of five years
effective as from the most recent of the following dates:
a. The date of the act or omission forming the basic of case.
b. The date of the General Meeting at which the Board of
Directors gave an account of the Company’s operations for
the period that includes the act or the omission forming the
basis of the case filed against the Directors of a Joint-stock
Company.
c. The date of the partner’s meeting at which the Managers gave
an account of the Company’s operations for the period which
includes the act or omission forming the basis of the case filed
against the Managers of a Limited Liability Company.
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d. The date on which the general partners of a limited partnership
gave the limited partners an account of the company’s
operations for the period which includes the act or omission
forming the basis of the case filed against the general partners
of a limited partnership.
The period indicated in the above paragraph shall not apply to
actions instituted by the Capital Market Authority.
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Chapter Two
Contribution to Capital and Division of Profit & Losses
Article (11): The contribution of partners to the capital of a Commercial
Company may consist of money or may be a contribution in kind
consisting of movable or immovable , or intangible property rights
or the services of one or more partners.
The value of all contributions to the capital of the Company shall
be stated in the Memorandum and Articles of Association in terms
of money.
If a competent court, upon a complaint by any partner or a
creditor of the Company, finds that a partner’s contribution in kind
has been overvalued, such partner shall then pay to the Company,
in cash, the differences between the
estimated value of the property contributed by such partner and
its true value as at the time of contribution.
All partners of the Company shall be jointly and severally liable to
the creditors of the Company for the payment of such difference to
the Company . The partners shall have the right to recourse to the
partner whose contribution has been overvalued.
However, there shall be no liability under this paragraph if the
value of the contribution in kind to the Capital has been appraised
prior to the Company’s registration in the Commercial Register by
an expert appointed by a competent court of an amount not less
than 80% of the value stated in the Company’s Memorandum and
Articles of Association.
Article (12): Unless otherwise agreed, the partners’ contributions to the capital
of a Commercial Company shall be deemed of equal value.
If a partner defaults in making his contribution to the capital of
the Company, the remaining partners may either expel him from
the Company or insist on the performance of his obligation to
the Company, without prejudice in either case to their or the
Company’s right to claim damages from the defaulting partner.
If a partner’s contribution consists of a debt owed by another
person, such partner shall be considered as having made his
contribution only when and to the extent the Company receives
payment of the debt from the debtor or from such partner and the
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contribution shall be equal to the debt received by the Company.
If such debt is represented by negotiable instruments having a
determinable value in the financial markets, then such debt may
be contributed as property in kind at its value in the financial
markets and the contributor to the debt so contributed shall not
be held responsible for the payment of such debt by the debtor.
If a partner’s contribution consists of property rights or property,
such partner shall be deemed to have given the Company his
guarantee against hidden defects and defects in title.
Article (12) bis: The Ministry shall have the right to instruct Companies to
provide an audited annual balance sheet according to the
rules and on the dates declared by the Minister of Commerce
and Industry.
Article (13): All partners shall share the Company’s profits and losses. If the
Company’s Memorandum and Articles of Association do not
specify the partner’s shares in the Company’s profits and losses,
then each partner’s share therein shall be in proportion to his
share in the Capital of the Company.
If the Company’s Memorandum and Articles of Association specify
only the division of profits, such specification shall then apply to
losses and vice versa.
Any provision in the Company’s Memorandum and Articles of
Association or any other agreement purporting to deprive a
partner from participating in the profits or to exempt a partner
form participating in the losses of the Company shall be null and
void, and in such case the provisions of the preceding paragraph
shall apply.
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Chapter Two bis (1)
Transformation of Companies
Article (13) bis (1): Without prejudice to the provisions regulating Gulf
investment and the provisions of this Law related to all
forms of companies, a company may be transformed from
one form to another provided that the transformation
shall take place in accordance with a resolution issued
pursuant to the conditions set out for amending the
Constitutive Contract of the existing company or its Articles
of Association and in accordance with the procedures and
conditions specified for the establishment of the new form.
The Minister of Commerce and Industry shall issue a
decision setting out the regulations for transformation into
public joint stock companies.
The transformation of the Company shall be noted in the
Commercial Register, provided that such notation shall
only come into effect after the jointly liable partners have
been absolved of the liabilities of the previous company
towards its creditors, as specified by the following article.
Article (13) bis (2): The transformation of the company shall not result in
the creation of a new juristic person. The company, after
transformation, shall maintain its rights and liabilities
that preceded such transformation which shall not
release the jointly liable members from the liabilities of
the company preceding the transformation unless the
creditors otherwise agree. However, such agreement
shall be assumed valid if none of the creditors objects in
writing within two months from the date of being officially
notified of the transformation resolution pursuant to the
procedures decided by the Minister of Commerce and
Industry. If any of the creditors objects to the Ministry of
Commerce and Industry against such transformation , the
procedures thereof shall not be completed until after the
payment of the debt or after the company has issued out
a decision from the competent judicial authority rejecting
such decision.

10

Legislations Regulating the Public
Joint Stock Companies Listed on
the Market

Article (13) bis (3): In the event of transformation, each partner shall have
a number of shares or proportions in the new Company
equivalent to the value of shares or proportions he had
prior to the transformation. If the transformation is to a
Limited Liability Company, and the value of a partner’s
shares is less than the minimum nominal value of a share
in the Company, then such member shall have to pay the
balance of such value in cash within one month of the
date of his notification of the same; otherwise he will be
deemed withdrawn from the Company and the value of
his share shall be paid according to its market value on the
date of transformation.

Chapter Two (2) bis
Merger of Companies
Article (13) bis (4): A Company may, although under liquidation, merge with
another Company of the same or different legal form.
Merger shall take place in accordance with either of the
two following ways:
1. Incorporation:
Dissolution of one or more Companies and the transfer
of its or their liabilities to an existing Company.
2. consolidation:
Dissolution of two or more Companies and the
establishment of a new Company to which the liabilities
of the amalgamated Companies shall be transferred.
A merger resolution shall be made by agreement of
the Companies wishing to merge pursuant to the
manners specified for the amendment of the Company’s
Memorandum of Association or Articles of Association
without following liquidation proceedings. The merger
resolution shall not take effect without the consent of the
competent authority specified by this law according to
legal form to which the Company has been transformed.
In the case of banks and investment Companies, the
approval of the Central Bank of Oman on the merger
resolution is a must prior to the implementation of such
merger.
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A decision shall be made by the Minister of Commerce
and Industry regarding the way of evaluating the assets of
the Companies wishing to merge, and the procedures and
conditions of merger subject to the provisions provided in
the following articles.
Article (13) bis (5): Merger through incorporation shall take place as follows:
1. A resolution shall be made by the incorporated
Company as to its dissolution and incorporation into the
incorporating Company.
2. The net assets of the incorporated Company shall
be evaluated in accordance with the last audited
balance sheet, otherwise, the procedure regarding the
evaluation of the shares in kind provided in this law
shall apply.
3. The incorporating Company shall issue a resolution
increasing its capital pursuant to the result of the assets
of the incorporated Company.
4. The increase of the capital of the incorporated Company
shall be divided among the partners of the incorporated
Company in proportion to their shares therein.
5. If the shares are in the form of stocks and two years have
expired since the establishment of the incorporating
Company, then such stocks may be negotiable as soon
as they are issued.
Article (13) bis (6): Merger through consolidation shall take place by virtue
of a decision to be sued out by each of the incorporated
Companies from the competent authority provided in the
Memorandum and Articles of Association regarding its
dissolution. Then the new Company shall be established
according to the terms and conditions provided in this Law.
However, if the new Company is a Joint-stock Company,
then the latest audited balance sheet or the expert’s
report related to the evaluation of the shares in kind shall
be taken into consideration needless to refer the matter to
the constitutive meeting.
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Article (13) bis (7): Each incorporated Company shall be assigned a number of
shares or stocks equivalent to its share in the capital of the
new Company and such shares or stocks shall be divided
among the partners of each incorporated Company in
proportion to their shares therein.
Article (13) bis (8): The merger shall be announced in two daily newspapers
in two consecutive issues and shall be registered in the
Commercial Register. The merger decision shall come into
force after three months from the date of registration
in the Commercial Register. The Minister of Commerce
and Industry may reduce this period by a decision to be
published in two daily newspapers in two consecutive
issues if the public interest so requires. The creditors of the
merged company may object to the merger by a registered
letter to the company during the aforementioned period,
the merger shall remain suspended unless the creditor
waive the objection or a competent court render final
adjudication overruling such objection, or the company
pays the debt if it falls due or gives adequate security if the
debt is deferred. Where no objection is received during the
aforementioned period the merger shall come into effect.
Article (13) bis (9): The authority in charge of management of the companies
deciding to merge shall remain until the merger comes into
effect.
Article (13) bis (10): All rights and liabilities of the incorporated Company shall
be transferred to the incorporating or the new Company
after the merger resolution becomes effective and the
new Company is registered in the Commercial Register
pursuant to the terms agreed in the merger contract
without prejudice to creditors’ rights.
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Chapter Three
Dissolution and Liquidation of Commercial Companies
Article (14): Subject to the special provisions related to the dissolution of each
form of the Commercial Companies, a Commercial Company shall
be dissolved for any of the following reasons:
a. Expiration of the term fixed of the Company or the occurrence
of any event obligating the dissolution provided it is laid down
in the Memorandum of Association or Articles of Association
of the Company.
b. Accomplishment of the purpose for which the Company was
established or impossibility of accomplishing such purpose.
c. Transfer of all shares or all stocks in the capital of the Company
to one partner.
d. Bankruptcy of the Company or loss of all or most of its capital
if such loss renders the effective use of the remaining capital
impossible.
e. Agreement of the partners to dissolve the Company.
f. If at the request of any interested party, and for any of the
foregoing reasons or for any other reason seriously impairing
the Company’s ability to accomplish its object, the competent
court determines the dissolution of the company.
Article (15): Upon its dissolution the Company shall enter the phase of
liquidation and shall retain its juristic person to the extent required
for and until the end of its liquidation.
Article (16): The powers of the Manager or of the Board of Directors of the
Company shall cease upon the dissolution of the Company.
However, the Managers or the Board of Directors shall continue
their work and consequently shall be liable as trustees of the
Company’s assets until a liquidator is appointed and assumes his
functions.
Article (17): Liquidation shall be effected by all the partners of the Company or
by one liquidator or more who shall be appointed by agreement of
all the partners or by virtue of a special provision in the Company’s
Memorandum or Articles of Association. In the absence of such
14
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an agreement on the appointment of liquidators or if there is a
legitimate reason that prevents entrusting the liquidation to
the persons appointed pursuant to the aforesaid agreement in
the Company’s Memorandum or Articles of Association, then
the Competenet court shall, upon application by any interested
party, appoint one or more liquidators for the Company. If two
or more liquidators are appointed, they shall act jointly unless
they are expressly authorised by the party appointing them to act
individually.
Article (18): Liquidators shall be liable to the Company, its partners and third
parties for damages caused by their acts in violation of law or
beyond the scope of their authority or by any fraud or negligence in
the performance of their duties or by their failure to act as prudent
men under certain circumstances. If more than one liquidator are
liable under the preceding paragraph, the competent court may
hold each such liquidator liable for all or part of the damages as
the Court deems appropriate in view of the circumstances of the
case.
Article (19): The liquidators shall register in the Commercial Register the
instrument of their appointment and which defines their
authorities, and shall publish such instrument in the manner
provided for the publication of amendments to the Company’s
Memorandum or Articles of Association.
Article (20): All contracts, receipts, notices and any other documents issued by
the Company after its dissolution shall indicate that the Company
is “under liquidation.”
Article (21): Upon assuming their function, the liquidators shall in conjunction
with the Company’s auditors or its manager, if any, prepare an
inventory of the Company’s auditors or its manager, if any, prepare
an inventory of the Company’s assets and liabilities. The liquidators
shall take possession of the Company’s books, records, documents
and assets and shall record all liquidation work in a daily book kept
according to accounting rules adopted in commerce and shall keep
all books, papers and records pertaining to the liquidation.
The liquidators shall, upon request, grant any partner of the
Company access to the books, papers and records pertaining to
liquidation.
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Article (22): Subject to any limitation imposed by Law or contained in the
instrument appointing them, the liquidators shall have full
authority to represent the Company, manage its business and take
all necessary actions to liquidate its assets and pay its debts. The
liquidators’ authority shall include, in particular, the winding up
of the Company’s pending business, representing the Company
as claimant or defendant, taking any measures that preserve
the Company’s interests, and subject to the limitations set forth
in this Article, the sale of the Company’s assets in the course of
liquidation.
Article (23): The liquidators shall not conclude any settlement with the
Company’s creditors or accept arbitration on the Company’s behalf
or waive any insurance or any other kind of security for less than
its full value. The liquidators also shall not sell at the Company’s
assets and projects or transfer them except after obtaining the
unanimous approval of all the partners or the approval of the
competent court, unless the instrument appointing the liquidators
provides otherwise. The liquidators shall not commence new
operations unless such operations are necessary for the liquidation
of the Company’s existing business.
Article (24): Liquidators fee shall be paid from the Company’s funds, and if
such fees are not specified in the instrument appointing them, the
competent court shall fix them.
Liquidators shall be obliged by the duties of a paid agent with
regard submission of accounts on their management and on
returning the assets they are entrusted thereof.
Article (25): The liquidators shall, by notice published in the official Gazette
and by other appropriate means, invite the Company’s creditors
to submit their claims against the Company so as to be recorded.
The period during which such claims may be submitted, and which
shall be limited to six months from the date of the first publication
of the notice, shall be specified in the invitation notice, unless the
competent court approves a shorter period after the expiry of the
specified period. Claims may be submitted to the competent court
which may, if it considers that circumstances justify the delay, allow
the recording of such claims any time prior to the distribution of
the Company’s net assets to the partners.
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The liquidators shall, after the settlement of the valid claims raised
against the Company and which are presented pursuant to the
provisions of the preceding paragraph, return to each partner the
value of his share or stocks in the capital of the Company as stated
in the Company’s Memorandum or Articles of Association, and
distribute any remaining assets among the partners in accordance
with the provisions of the Company’s Memorandum or Articles of
Association. In the absence of a specific provision relating to such
distribution, the remaining assets shall be distributed among the
partners in proportion to their respective shares or stocks in the
capital of the Company, if the net assets are insufficient to cover
the full value of the partner’s shares or stocks in the capital of the
Company as stated in the Company’s Memorandum or Articles of
Association, the deficit shall be divided among the partners in the
ratio provided for the division of losses.
Article (26): At the end of every financial year during the liquidation period, the
liquidators shall prepare a balance sheet, a profit and loss account
and a report on their work during the last financial year. Such
documents shall be presented to the partners of the Company in
a General Meeting for approval, pursuant to the provisions of the
Company’s Memorandum or Articles of Association.
Article (27): Upon completion of liquidation, the liquidators and auditors, if
any, shall submit a final report and a statement of account of their
work to the partners of the Company for approval. If the partners
do not unanimously approve the final report and the statement
of account, the liquidators may apply to the competent court for
approval. Upon approval of the final report and the statement of
accounts, the liquidators shall declare the completion of liquidation
and shall register such declaration in the Commercial Register. The
declaration of the completion of liquidation shall be published in
the manner provided for the publication of amendments to the
Company’s Memorandum or Articles of Association, and upon such
publication the liquidation shall end and the Company’s existence
shall cease.
Article (27) bis: Liquidators shall deposit with the Capital Market Authority
the residual of the proceeds of the liquidation process
unclaimed by the beneficiaries after six months from the end
of the liquidation process in accordance with the procedures
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issued by a decision of the Board of Directors of the Authority.
The liquidators shall announce for that twice in two daily
newspapers within fourteen days from the date of lodging.
The Authority shall announce for unclaimed funds lodged with
it by the methods and on the dates to be specified by its Board
of Directors.
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Part Two
General Partnerships
Chapter One
Establishment of the General Partnership
Article (28): The general partnership is a Commercial Company formed by two
or more natural or juristic persons and which aims at practicing
business under a certain trade name. The partners of a general
partnership shall be jointly and severally liable for the general
partnership’s debts to the full extent of their property. The
general partnership is subject to all provisions of Part One of this
Law, which are inconsistent with the provisions of this part. The
partners shall register the general partnership in the Commercial
Register pursuant to the provisions of the Law.
Article (29): The title of the general partnership may consist of words. It may
also include the name of one or more partners provided that the
title of the Company shall not be misleading as to its objectives,
identity, or its partners’ identities. Wherever it appears, the title of
the Company shall be followed by the term “General Partnership”.
Any person who is a non-partner in the Company but agrees
that his name be included in the title of the Company, shall be
responsible for the Company’s debts as a general partner to any
third party who, in good faith, relies on such title.
Article (30): Each partner in a general partnership shall be deemed to be
practicing commercial business under the partnership’s name
and shall have the status of merchant, however, he shall not be
required to register as such if he has acquired this designation
solely by reason of being a partner. The bankruptcy of a general
partnership shall result in the bankruptcy of each of its partners.
Article (31): The partners’ share in the partnership shall not be represented by
negotiable certificates. A partner shall not transfer the ownership
of his share in the partnership to a third party except with the
consent of all partners or in compliance with any conditions
stipulated in the partnership’s Memorandum of Association.
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A Partner may, however, transfer to a third party the returns and
profits attributable to his share in the partnership, however, the
agreement regarding such transfer shall have no effect except
between the parties thereto.
Article (32): A partner who has withdrawn from the partnership shall not be
held liable for the debts incurred by the partnership shall not be
held liable for the debts incurred by the partnership subsequent
to the date of the registration of the partner’s withdrawal, in the
Commercial Register but he shall remain liable for the partnership’s
debts incurred on the date of such registration. Any agreement to
the contrary between the partners shall not affect the rights of the
partnership’s creditors.
Article (33): A partner shall not be required to pay any of the partnership’s
debts out of his own property unless the creditor has proven that
despite all reasonable efforts he has made to collect his debt from
the partnership, the latter has filed to pay the debt.
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Chapter Two
Management of the General Partnership
Article (34): All partners of a general partnership shall be deemed managers of
the partnership, nevertheless, the partnership’s Memorandum of
Association or a subsequent agreement concluded between all the
partners, and registered in the Commercial Register may provide
that management shall be entrusted to one or more managers
who shall be natural persons and who may be partners or nonpartners.
Article (35): The Managers of the partnership may perform all acts in realization
of the partnership’s objectives unless their authority is limited by
the Company’s Memorandum of Association or by a subsequent
agreement concluded between all partners and registered in the
Commercial Register.
The Managers shall not, however, perform the following acts
unless they are expressly authorized to do so by the partnership’s
Memorandum of Association or by a unanimous decision taken by
all partners:
a. Make donations except small and ordinary donations required
by business.
b. Sell all or a substantial part of the partnerships assets.
c. Mortgage or pledge the partnership’s assets except to secure
the partnership’s debts incurred in the ordinary course of the
partnership’s business.
d. Guarantee third parties’ debts except the guarantees made
in the ordinary course of business in order to fulfill the
partnership’s aims.
Article (36): If there are several managers, and in the absence of a contrary
provision in the partnership’s Memorandum of Association, the
partnership’s decisions shall be reached by the absolute majority
of the votes of all its managers, unless the decision is opposed by
a manager or a partner on the ground that the proposed action is
contradictory to the partnership’s Memorandum of Association, in
which event the matter may be referred to the competent court to
decide the objection. Decisions, which may require amendment of
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the partnership’s Memorandum of Association, shall be reached
only by the unanimous vote of the partners.
Article (37): The general partnership shall be bound by all acts performed
by its managers acting in its name and within the scope of their
authority. A third party, in good faith, shall be entitled to assume
that any act done by a manager of the partnership in the cause of
its business is within the scope of such manager’s authority, and
is consequently binding on the partnership unless the limitation of
the manager’s authority is registered in the Commercial Register.
Article (38): Partners of a general partnership who are not managers shall be
precluded from management and they shall not act in the name
of the partnership. However, such partners shall be entitled to
inspect the partnership’s books and records and they may apply to
the competent court for annulment of any decision taken by the
partnership contrary to the Law or the partnership’s Memorandum
of Association. Any agreement depriving any partner of the said
rights shall be null and void.
Article (39): A manager of the partnership shall not be removed from office
except by a unanimous decision taken by all the partners or, if
partnership’s Memorandum of Association so provides, by a
decision of a majority exceeding half of all the partners. If the
manager is, at the same time, a partner, he shall not take part in
voting on the decision, which shall be made by all the partners
unanimously or by majority as the case may be. A member may
also be removed from office by a decision passed by the competent
court upon request of one of the partners if the said court finds a
legitimate cause that justifies such removal.
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Chapter Three
Dissolution & Liquidation of the General Partnership
Article (40): In addition to the provisions provided in chapter three of part one
of this Law, the following provisions shall apply to the dissolution
and liquidation of the general partnership.
Article (41): Unless the partnership’s Memorandum of Association provides
otherwise, the partnership shall be deemed dissolved upon the
death, declaration of ineligibility or bankruptcy or withdrawal of
one of its partners. The remaining partners, however, may decide
unanimously to continue the partnership among themselves,
provided such decision should be registered in the Commercial
Register.
Article (42): A partner whose withdrawal from the partnership causes the
latter’s dissolution shall be liable to the other partners for the
damages caused by his withdrawal if it constitutes a breach of
the partnership’s Memorandum of Association. Withdrawal
from a partnership established for an indefinite period shall not
be considered a breach of the partnership’s Memorandum of
Association.
Article (43): Notwithstanding any agreement or provision in the partnership’s
Memorandum of Association to the contrary, the competent court
may, upon the request of one of the partners, decide the dissolution
of the partnership because of the failure of one or more partners
to fulfill their obligations or for any other reason which the court
deems serious to such an extent that obligates the dissolution. The
partners may also petition for the removal of a partner from the
partnership by the competent court if such partner’s acts may be
considered sufficient reason for the dissolution of the partnership.
Article (44): In the event the partnership is continued following the death,
declaration of ineligibility, bankruptcy or dismissal of a partner,
such partner, or his heirs or his legal representatives, as the case
may be, shall be entitled to the value of such partner’s share in
the partnership assessed on the basis of a special inventory list
established as of the day of the event which resulted in such
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partner’s separation from the partnership. In case of dispute on
the value of such share, the assessment of the share shall be made,
at the request of any interested party, by the competent court, on
the ground of a report by one or more experts to be appointed by
the court unless the parties agree on another way of assessment.
The value of the share shall be paid to the beneficiaries in cash or
in kind, either in full or in installments as may be agreed, otherwise
as may be decided by the competent court. The beneficiaries shall
have no share in the subsequent revenues of the partnership.
Article (45): After its dissolution the partnership shall be liquidated pursuant
to the Law and the provisions of its Memorandum of Association
provided such provisions do not violate any legal provisions of
mandatory nature.
All partners, including those who are not entitled to manage the
partnership, shall have the right to participate practically in the
decisions that affect the liquidation of the partnership.

24

Legislations Regulating the Public
Joint Stock Companies Listed on
the Market

Part Three
Limited Partnerships
Article (46): The limited partnership is a commercial company, which comprises
two categories of partners:
a. One or more general partners who shall be jointly and
severally liable for the limited partnership’s debts to the full
extent of their property.
b. One or more limited partners whose liability for the
partnership’s debts shall be limited to the amount of their
contribution to the partnership’s capital provided such amount
has been stated in the limited partnership’s Memorandum of
Association.
The limited partnership is subject to all provisions of part one of
the Law, which are not inconsistent with the provisions of this part.
The general partners shall register the limited partnership in the
Commercial Register pursuant to Law.
Article (47): The limited partnership is also subject to all provisions applicable
to general partnerships concerning its establishment, management
dissolution and liquidation, which are not inconsistent with the
following provisions.
Article (48): The name of the limited partnership company shall be composed
of any word and may include the name of one or more general
partners provided that such name is not misleading as to the
aims of the Company or the identity of its members. The name
of the Company wherever it may appear shall be followed by the
expression “Limited Partnership.”
Article (49): A limited partner’s liability shall be limited as long as he does not
participate in the management of the partnership or act in the
name of the partnership, whether as an agent or otherwise.
The limited partner who participate in the management of the
partnership or who acts in the name of the partnership shall be
liable as a general partner for the obligations arising from his acts
and may be held responsible as a general partner for all or any
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of the partnership’s other debts according to the importance and
frequency of his acts and according to the reliance of third parties
in good faith on him on account of such acts.
A limited partner shall not be deemed to be participating in the
management of the partnership for mere participation in the
internal management in the course of exercising the rights provided
by Law or the partnership’s Memorandum of Association, or for
mere supervision he may exercise over the acts of the managers
of the partnership, or because he has given them advice or an
opinion or matters relating to the partnership. Limited partners
shall not be deemed to carrying on commercial business under the
name of the partnership and shall not have the status of merchants
by reason of being limited partners. The bankruptcy of a limited
partnership shall result in the bankruptcy of its general partners
only.
Article (50): The death, declaration of ineligibility, bankruptcy, withdrawal or
dismissal of a limited partner shall not result in the dissolution
of the partnership unless the partnership’s Memorandum of
Association so provides.
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Part Four
Joint Ventures
Article (51): The joint venture is a Commercial Company formed by two or
more juristic or natural persons and establishing legal relationships
between its members without affecting third parties. The joint
venture shall not have a name of its own and its existence shall not
be raised as a defence against claims made by third parties.
Article (52): The joint venture is not subject to registration or publication in the
Commercial Register.
Article (53): The contract establishing the joint venture shall define the
venture’s objects, the rights and obligations of partners and shall
govern the distribution of profits and losses among them subject
to the provisions of part one of this Law and any legal provisions of
obligatory nature.
Article (54): The joint venture shall have no juristic personality and third parties
shall have no legal connections except with the partner or partners
of the venture with whom they have entered into a contractual
relationship.
However, if the partners disclose the existence of the joint venture
to a third party who is thereby induced to enter into a contract
with the joint venture or one or more of its partners, then the
provisions governing the liability of general partnerships, and their
general partner shall apply in respect to such contract.
Article (55): The joint venture shall not issue negotiable or transferable shares,
nor may it issue bonds.
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Part Five
Joint Stock Companies
Chapter One
Establishment of the Joint-stock Company
Article (56): The Joint-stock Company is a Commercial Company whose capital
is divided into equal negotiable shares pursuant to the Law. The
liability of the shareholder shall be confined to the payment of the
value of the shares he subscribes and he shall not be responsible
for the debts of the Company except within the limits of the
nominal value of the share he subscribes. The Company shall have
an issued capital and the Company’s Memorandum of Association
may, however, specify an authorized capital exceeding the issued
capital.
The Joint-stock Company shall consist of, at least, three natural or
juristic persons. Companies established by the government solely
or jointly with others shall be exempt from this provision.
Article (57): The name of the Joint-stock Company may consist of any word, but
shall not bear the name of a natural person, unless the purpose
of the Company is to take advantage of a patent registered under
the name of such person provided the name of the Company shall
not be misleading as to its objects, identity or the identity of its
partners. The name of the Company shall, wherever it appears,
be followed by the words: Limited Omani Joint-Stock Company
(S.A.O.C.) or General Omani Joint-Stock Company (S.A.O.G). If a
violation of the provisions of the preceding paragraph induces a
third party in good faith into error as to the extent of the partner’s
liability, the persons responsible for such violation shall be
personally liable towards such third party for the damages caused
thereby.
Article (58): The capital of the Joint-stock Company shall not be less than
RO 500,000/- (Rials Omani Five Hundred Thousand only) for
Companies which do not offer their shares for public subscription,
and shall not be less than RO 2,000,000/- (Rials Omani Two Million)
for Companies which offer shares for public subscription.
The Articles of Association of the company shall determine the
nominal value of the share which shall not exceed RO One. Half
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the nominal value of the issued shares, at least, shall be paid on
subscription. The full value of the shares shall be paid within a
period not more than three years as from the date of establishment
of the company.
Contributions to the Capital of the Joint-stock Company shall be
in cash or in kind and shall not consist of services or labour of any
person.
Article (59): The Joint-stock Company shall not be established without
authorization from the Directorate General of Commerce together
with his approval of the Memorandum and Articles of Association
of the Company. Mixed Companies shall be subject to the
conditions provided in the Foreign Business and Investment Law.
The Director General of Commerce shall decide the authorization
application within 30 days from the date of the submission of the
application together with the required documents to the Ministry.
If the application is rejected, or if such period lapses without a
decision has been made, then concerned parties may appeal to
the Minister of Commerce and Industry whose decision in this
respect shall be final.
Article (60): The application for authorization to the Ministry of Commerce and
Industry shall be signed by, at least, three promoters and shall be
accompanied by a number of copies, to be specified by the Ministry,
of the Company’s Articles of Association and Memorandum of
Association signed by all founders, and a Bank Certificate asserting
the payment of the part due of the value of the shares subscribed
by the promoters. The Ministry shall have the right to amend the
Company’s Memorandum and Articles of Association to agree
with the provisions of this Law. The Minister may by a decision a
standard Articles of Association if required.
Article (61): The founders of Companies which offer their shares for public
subscription shall subscribe neither less than 30% nor more than
60% of the Company’s shares and offer the remaining shares for
public subscription. No single promoter shall cover more than 20%
of the capital neither in his name nor in the name of his minor
children who are less than 18 years of age, except when a Company
fully owned by Omanis is transformed into a Joint-stock Company
provided it has already issued three annual audited balance sheets.
The founders, in this case may maintain their shares therein even if
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such shares exceed the percentage determined for each promoter,
shall also be exempted from the percentage determined for each
promoter, the Companies fully owned by the government and
holding Companies. In all cases, the share of the founders shall not
exceed 60% of the Company’s capital.
The founders shall invite the public to subscribe for the shares
they have not subscribed for within 30 days from the date of the
Company’s establishment authorization.
The Capital Market Authority may, if necessary, approve the
extension of such period for a further thirty days, provided that
the subscription which takes place pursuant to this invitation is
carried out in accordance with articles 64 and 65 of this Law.
Article (62): Invitation to the public to subscribe for the shares of a Company
shall be announced in two daily newspapers, for at least two
consecutive days and at least one week prior to the commencement
of subscription. The invitation for subscription shall be governed
by a prospectus to be prepared by virtue of the legal requirements
of the Capital Market Authority and pursuant to the standard form
prepared it.
Subscription shall be effected through, at least, three national
Banks licensed to operate in the Sultanate. The founders shall
provide such Banks with sufficient copies of the prospectus and
the Company’s Articles of Association. During the subscription
period, any person shall have the right to obtain a copy of each.
Subscription announcement shall be published in the newspapers
after the prospectus has been approved by the Capital Market
Authority.
The announcement, after it has been signed by the founders,
shall be submitted to the Capital Market Authority to attest it
prior to its publication. The Company shall, then, deposit a copy
of the announcement together with copies of the newspapers
in which such announcement is published with Secretariat of
the Commercial Register and the Capital Market Authority.The
announcement shall, in any case, include the following information:
a. The name of the Company, its principal place of business, its
objectives and its duration.
b. The date of the decision authorizing the establishment of the
Company.
c. The Capital of the Company, number of shares and their
nominal value.
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d. Founder’s names, address and nationality of each of them,
the number of shares he has subscribed for, the nominal value
of such shares and the amounts he has paid.
e. description of all contributions in kind, if any, and the names
of those who made such contributions, their value and the
bases of their evaluation.
f. Subscription period and requirements.
g. The number of shares offered, their nominal value, the
method of payment and issue expenses, if any.
h. The Banks assigned for subscription.
i. Any other information deemed necessary by the Capital
Market Authority.
Article (63): Subscription shall remain open for a period of 30 days, renewable
for another period not exceeding 30 days subject to the approval
the Capital Market Authority.
Article (64): Subscription shall be made by virtue of document signed by the
subscriber indicating the number of shares subscribed for, the
amount paid of the shares’ value, the subscriber’s approval of
the Company’s Articles of Association, the address he prefers to
receive notifications at, his nationality and domicile as well as any
other information he may be required to give.
The amounts specified in the subscription document shall be
deposited in a special account to be opened in the name of the
Company followed by the expression “Under Incorporation” in
one of the designated Banks. The amounts deposited shall not be
used before the constitutive meeting has approved incorporation
expenses.
The Bank shall keep the funds received from subscribers and shall,
if all subscriptions have been accepted, release such funds to the
Board of Directors or its representative after the incorporation
of the Company. If the constitutive meeting rejects some of the
subscriptions on the ground that they are contrary to subscription
requirements, the funds paid for such subscriptions shall be
refunded immediately to the subscribers whose subscriptions are
rejected. In case the incorporation of the Company is abandoned
or postponed without a legitimate reason, the Bank shall refund
the funds paid by subscribers to them. In case a dispute arises on
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the incorporation of the Company, the Bank shall then release the
funds paid to the person as may be appointed by the competent
court to keep such funds till the dispute is settled. In the event of
the reduction of subscription pursuant of Article 65 of this Law, the
excess funds paid by subscribers shall be refunded to them and
the reduced amounts shall be paid to the Board of Directors or the
person they may appoint. If the issue is oversubscribed and shares
have been allocated among the subscribers in accordance with
Article 65, the excess amounts shall be refunded to the subscribers.
Article (65): If all shares offered for public subscription are not subscribed for
within the subscription period, the founders shall either abandon
the incorporation of the Company, or reduce its capital.
However, as an exception to Article 61 herein, the founders may,
upon the approval of the Director General of Commerce, cover the
remaining shares prior to the of the constitutive meeting. If, after
the end of subscription period, it is found that subscriptions have
exceeded the offered shares, then the shares shall be distributed
among the subscribers in proportion to the shares subscribed for
by each of them to the nearest whole share. The Director General
of Commerce may decide to distribute a minimum number of
shares equally to all subscribers taking into consideration small
subscribers, and then the remaining shares shall be distributed
in the manner provided in the previous paragraph. The Director
General of Commerce may, at his own discretion, approve an
increase in the capital of the Company to the limit reached by
subscriptions or any part thereof if the founders so requested.
In the event of a reduction of the capital of the Company, an
announcement related to such reduction shall be placed in two
daily newspapers and the announcement shall be notified to
each subscriber immediately at his address either by registered
mail or by hand delivery against signature to inform him that he
may withdraw his subscription within 15 days from the date of
the publication of the announcement of the capital reduction,
otherwise his subscription shall be deemed final.
Article (66): Founders who contribute in kind shall describe the contributed
property in the subscription document when an invitation is
addressed to the public to subscribe for the shares of a Company.
The evaluation of the contribution in kind shall be subject to the
assessment of one or more experts appointed by the Ministry of
Commerce and Industry upon founders’ request and pursuant to
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the regulations and arrangements to be issued by a decision of the
Minister of Commerce and Industry.
The expert shall submit his report within 30 days from the date on
which he’s assigned to the task. However, the Director General of
Commerce may, by a justified request of the expert, grant him a
further period of time.
A copy of the report shall be sent to subscribers and the promoters
shall deposit enough copies of such report at the Company’s head
office. The report shall also be published in two local daily Arabic
newspapers prior to the constitutive meeting by at least, 20 days.
Every concerned party may peruse the report.
If the assessment of the expert is less than that of the founders,
then the person who has contributed the share in kind shall be
required either to pay the difference in cash or provide an additional
share in kind for the value of the balance, subject to the consent
of the remaining founders and the verification of the accuracy of
its evaluation shall be carried out according to the preceding way.
Nevertheless, the person who has contributed the share in kind
may withdraw it altogether and pay the assessed value of such
share in cash subject to the approval of the other founders.
If the constitutive meeting has decided to reject the share in
kind or if such share has been withdrawn by its owner, it may be
subscribed for in cash, pursuant to the terms and conditions of
cash subscription, or the capital may be reduced by the amount
equivalent to the reduction, provided that the capital shall not be
less than the limit provided in this law and subject to the approval
of the Director General of Commerce of the reduction.
Decisions related to the valuation of the share in kind shall be
made by majority votes of the subscribers of cash shares provided
that such majority owns, at least, two third of the said shares. The
kind shareholders shall have no right to vote even if they hold cash
shares.
Contributors of shares in kind shall be bound to transfer the titles
of the evaluated shares in kind to the name of the Company
immediately after the constitutive meeting’s approval of the
experts’ report, and the Auditors of the Company shall make sure
of such transfer.
Article (67): The founders shall, within 30 days after the expiry date of
subscription, summon the subscribers to the constitutive General
Meeting.
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The constitutive General Meeting shall convene pursuant to the
provisions of this Law and the provisions of the Company’s Articles
of Associations, which govern the extraordinary general meetings.
The founders shall present to the constitutive General Meeting a
report, together with supporting documents, including sufficient
information on all the actions taken, the expenses paid for the
incorporation of the Company and all commitments contracted
by the promoters on behalf of the Company under incorporation.
The constitutive General Meeting may ratify all or part of such
contracted actions or commitments.
The founders shall be jointly and severally responsible for the
expenses paid and commitments contracted on behalf of the
Company under incorporation and which have not been ratified by
the constitutive Meeting.
The constitutive General Meeting shall elect the members of the
first Board of Directors and appoint the first Auditors in accordance
with the provisions of this Law and the Company’s Articles of
Association.
The constitutive Meeting shall also make sure and declare whether
the conditions required for the incorporation of the Company have
been complied with. The constitutive general meeting may amend
the Articles of Association of the company and such amendment
may not be effective unless approved by the Director General of
Commerce.
Article (68): Internal regulations shall be formulated to regulate the
management of the company, its business and the its personnel
affairs by its Board of Directors, within one year from the date of
registration of the company in the Commercial Register or from
the date of enforcement of this Law, in respect of the companies
in existence at the time of its enforcement, in accordance with the
rules issued by the Capital Market Authority.
Article (69): The Company’s first Board of Directors shall register the Company
with the Commercial Register within one month from the date of
the constitutive General Meeting. The Company shall finally be
constituted on completion of its registration in the Commercial
Register and the members of the Board of Directors shall be
jointly and severally responsible for the damages arising from nonregistration of the Company.
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Article (70): The Company shall make its Articles of Association available to
the public at its principal place of business for inspection, and
any person shall be entitled to obtain a duplicate thereof against
reasonable fee.
Article (71): If any fault has occurred in the procedures of establishing a Joint
stock Company, any interested party may, within five years from
the Company’s establishment, warn the Company of the necessity
of amending such fault. Should the Company fail, within one
month from the warning to take the necessary actions to make
the required amendment, such interested party may claim the
dissolution of the Company by the competent court for the. The
founders or the members of the first Board of Directors and the
first auditors shall be jointly and severally responsible for the
damages arising from the dissolution of the Company and which
are attributable to their illegal acts or their negligence or their
omission in establishing the Company.
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Chapter Two
Shares and Bonds
Article (72): The Joint-stock Company shall not issue “Founders’ Shares”,
or“bonds de jouissance” or any other securities that grant the
founders or any other person a right to a share in the Company’s
earnings or profits without having made an appropriate advance
contribution to the capital.
Article (73): Shares of a Joint-stock Company shall be represented by negotiable
certificates. They shall be nominative shares and each one shall
bear a special number.
Article (74): The shares of the Joint-stock Company shall have the same
nominal value, and a share shall neither be divided nor shall it be
owned by more than one person except when such ownership
is by inheritance provided that the heirs are represented by the
person whose name comes first in the Register and the owners of
the share shall be responsible severally and jointly for the liabilities
arising from such ownership. However, the transfer of the share
requires endorsement by all joint owners.
Article (75): All shares of a Joint-stock Company shall enjoy equal and inherent
rights in the ownership thereof, namely, the right to receive
dividends declared by the general meeting, the preemptive right
of subscribing for new shares, the right to share in the distribution
of the Company’s assets on liquidation, the right to transfer shares
in pursuance of the Law, the right to view the Company’s balance
sheet, the profit and loss of account and the shareholder registers,
the right to be notified of the meetings of the general meeting
and to participate and vote in such meetings personally or by
proxy, the right to apply for annulment of any decision made by
the general meeting or the Board of Directors if such decision is
contrary to the Law, or the Company’s Articles of Association or
the Company’s internal regulations, and the right to sue Directors
and the Auditors of the Company on behalf of the share holders or
on behalf of the Company pursuant to Article 110.
Article (75) bis: The Articles of Association of a Company may provide some
privileges for certain types of shares in voting or profits or
the proceeds of liquidation, provided that shares of the same
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types shall be equal in rights, privileges or restrictions. Rights,
privileges and restrictions related to a type of shares shall not
be amended except by a decision made by an extraordinary
General Meeting and the approval of two-third of the holders
of the relevant type of shares. Companies whose Articles of
Association provides the amortization of their shares prior to
the expiry of the Company’s term because of the connection
of the Company’s activity to a commitment to utilize a natural
resource or a public utility which is granted to the Company for
a limited period of time, or to any sort of utilization that may
be exhausted by use or cease to exist after a certain period
of time, may issue “actions de jouissance (1)” concessionary
shares. However, the Company’s Articles of Association shall,
on establishment, include the rules and conditions of the
preferential and concessionary shares. The capital shall not
be increased by preferential shares unless the Articles of
Association originally permits so and after the approval of an
extraordinary General Meeting.
The executive regulations shall state the controls, conditions
and circumstances related to the issue of the preferential and
concessionary shares.
Article (76): Notwithstanding the provisions of the preceding Article, the
Company’s Articles of Association may provide the division of
the capital of the Company, into shares of different categories in
order to give the shareholders of each category the right to elect,
by majority of their votes, a certain member of proportion of the
members of the Board of Directors.
If the Company has different categories of shares, then every
increase in the capital shall lead to aproportionate increase in the
number of the shares of each category unless a special meeting
of each category and an extraordinary General Meeting of all the
shareholders approve an unequal issue or the creation of a new
category of shares. No decision made by the General Meeting
shall affect the rights of any category unless, such a decision is
approved by such class in a special meeting. The special meetings
of each class shall be held by the members of the concerned
class in accordance with the rules that govern extraordinary
General Meetings. Shareholders of a certain category shall have
the preemptive right of subscribing only for the new shares of the
same category.
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Article (77): The ownership of negotiable shares sold or purchased in the
Market shall be transferred in accordance with the provisions of
the Capital Market Law and shall not be subject to the approval of
the Board of Directors of the relevant joint stock company.
The founder members of a public joint stock company may not
withdraw from the company or dispose of their shares before the
company has published two balance sheets for two consecutive
financial years with effect from the date of commencement of
actual production or actual business as the case may be.
This shall not apply to the cases of assignment of the shares held
by the government, the case of founder members assigning their
shares amongst themselves or the cases of inheritance.
However, the period of prohibition on withdrawal or disposal
may be extended for another year by a decision of the Minister
of Commerce and Industry at the request of the Capital Market
Authority. This shall not prejudice the right of the founders to
effect a second-grade mortgage on such shares.
Article (78): Shares shall not be issued at a price less than their nominal value.
An additional amount within 2% of the nominal value of share may
be collected for each share as issue fees. If the shares are issued
at a value higher than the nominal value, the excess amount, after
backing issue expenses, shall be added either to the legal reserve
or a special reserve to be established as provided under Article 106
of the Law.
Article (79): The shares whose value is not fully paid shall be represented
by a nominal provisional certificate which bears an expression
indicating that the holder of such certificate shall pay the amount
unpaid of its value when it becomes due and payable. Upon the
payment of the share value in full, the holder of such share shall
be entitled to a final certificate for the same share as soon as he
returns the provisional certificate to the Company.
Article (80): Amounts unpaid of shares value fall due and payable as specified
in the subscription contract; and if a shareholder fails to pay
installment in time, the Company shall have the right to offer
his shares in the Securities Market after sending a notice to such
shareholder at his domicile registered in the shareholders’ register,
allowing him at least 14 days from the date the notice is sent to
38

Legislations Regulating the Public
Joint Stock Companies Listed on
the Market

him to make the payment. The Company shall have priority over
all creditors to recover from the proceeds of sale, all amounts
unpaid of the shares value in addition to interest and expenses
and the balance shall be paid to the shareholder. Should the sale
proceeds be insufficient to cover the shareholder’s arrears, the
company shall then claim the payment of the balance from the
shareholder’s property.
Article (81): Transfer of shares shall come into effect by confirming it in the
register of the Securities Market. The transfer of ownership shall
also be entered in the shareholders’ register in the Company
and which shall include the shareholder’s name his nationality,
domicile and the number of shares he holds and their numbers.
The Company shall not consider any person as owner of its shares
unless his ownership is registered in the shareholder’s register. The
Company shall register transfer of ownership free of charge and
within three days from its receipt of the required documents and
it shall be impermissible for the Company to receive any charges
against the issue of ownership certificates.
Article (82): The authorized capital may be increased by a resolution adopted by
an extraordinary General Meeting of the Company and, the issued
capital of the Company may be increased, by a resolution passed
by the Board of Directors, to within the limits of the authorized
capital, provided that the issued capital shall actually be increased
within the five year period that follows the issue of the resolution
authorizing the increase otherwise such increase shall be null and
void. This period shall be calculated, with regard to every increase
decided or approved prior to the date of the application of the
provisions of the law, as of this date.
Some of the company’s capital increase share may, by a resolution
of an extra-ordinary general meeting m be allocated to its own
employees within a maximum limit of 5% of the issued capital. Such
a resolution shall specify the terms and conditions of trading and
relinquishing of such shares and the rights of the employees during
the period of their service and at the time of their termination
Shares comprising the increase in share capital may, by a resolution
of the Extraordinary General Meeting adopted pursuant to
guidelines issued by the Capital Market Authority, be allocated to
one or more specified persons.
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Article (83): Each shareholder has a pre-emptive right, in case of offering shares
for public subscription, to subscribe for a number of new shares in
proportion to the number of shares owned by him.
Written notice of such pre-emptive right shall be sent to each
shareholder at his address recorded on the Shareholders’ Register
along with a copy of the prospectus approved by the Capital Market
Authority. This notice shall also be published in at least two daily
newspapers, on two consecutive days, after the notice has been
first approved by the concerned authority, specifying the period
during which the pre-emptive right may be exercised, which shall
not be less than fifteen days from the date of publication thereof.
Any shareholder may, in accordance with the procedures and the
provisions issued by the Minister of Commerce and Industry, waive
its above mentioned pre-emptive right.
If the offered shares or part of them were not subscribed for by
the shareholders during the specified period, such shares shall be
offered for public subscription in accordance with the procedures
of subscription for the capital of a joint stock company under
incorporation, provided such procedures are carried out by the
Board of Directors of the company. The Board may, in lieu thereof,
reduce the increase in the share capital to the extent equivalent to
the value of shares which has not been subscribed for.
Article (84): The Extraordinary General Meeting may resolve the reduction
of the Company’s capital if such capital exceeds the need of the
Company or if the Company has sustained losses. Nevertheless the
capital shall not be reduced to below the minimum specified in
Article (58) of the Law. The resolution to reduce the Capital of the
Company must be published in, at least two daily newspapers and
for two consecutive issues, and all the debts of the Company must
be notified in writing to submit their objections.
Such capital reduction shall not be valid except after the lapse
of the 60-day period specified above and after all the objecting
debtors have been satisfied either by paying their debts or by
giving them appropriate guarantees.
Article (85): The Joint-stock Company shall not acquire its own shares except
pursuant to a resolution reducing its capital or, if such shares are
part of other assets of a project which is acquired by the Company
with all its assets and liabilities.
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The company shall immediately cancel or sell all the share that
devolve to it.
A s an exception to the foregoing it shall be allowed, by resolution
of the extraordinary general meeting the company may purchasing
some of its own shares not exceeding 10 % of its issued capital
pursuant to the rules prescribed by it and after of the Capital
Market Authority.
Article (86): Without prejudice to the provisions of the Capital Market Law, a
joint stock company may, by a decision of the extraordinary general
meeting, issue through subscription addressed to the public or one
or more specified persons, negotiable bonds against the amounts
loaned to the company in accordance with the rules issued by a
decision from the Minister of Commerce and Industry.
All bonds of the same issue shall have the same nominal value and
shall have the same maturity date. A bond shall not be divisible
and its value shall be paid in full on the date of subscription. The
ownership of a bond may not be transferred to more than one
person except in case of inheritance; provided that the heirs are
represented by one representative chosen from among themselves
and whose name shall be noted on the prescribed register.
However, the transfer of such bond shall require the endorsement
of all joint owners.
Article (87): The bonds shall be nominal and shall give their holder the right to
claim an interest of specified rate payable at certain terms and the
right to refund the nominal value of his bonds from the Company’s
property.
The Company shall not advance or postpone the maturity date of
the bonds it has issued or change the conditions of such bonds
without the approval of a general meeting of the bondholders. The
Company shall not issue lottery bonds or bonds whose maturity
date is subject to future events or reward bonds. The conditions
of issue may include the convertibility of bonds issued into shares
after the lapse of two years, at least, from the date of their issue.
The bondholder shall have the option to convert his bonds into
shares or receive the nominal value thereto.
Article (88): A Joint-stock Company shall not issue bonds unless the following
conditions are fulfilled:
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a. The subscribed share capital of the Company has been fully
paid.
b. The aggregate principal amount of all outstanding bonds of
the Company plus the aggregate principal amount of the
bonds proposed to be issued does not exceed the amount of
the Company’s capital, however, this condition shall not apply
to loans obtained by Banks through issue of bonds.
c. The Company’s Articles of Association shall not prohibit the
issue of bonds and an ordinary General Meeting shall duly
authorize a specific issue.
Article (89): Subscription for bonds shall be effected through, at least, three
National Banks licensed to operate in Oman. Invitation for
subscription shall take place in the same manner adopted for
invitation for subscription for shares. The prospectus, shall be
signed by all members of the Board of Directors who shall be held
responsible for the validity thereof, and it shall include:
a. The resolution of the General Meeting authorizing the bond
issue and the date thereof.
b. The subscription opening and closing dates as well as the
place and conditions of subscription.
c. The number of bonds offered and their principal amount,
interest rate and the maturity date thereof.
d. Terms and conditions of the bonds and any security or
guarantee of payment.
e. The total principal amount of all bonds previously issued by
the Company, the guarantee or security furnished therefore
and the total principal amount of the bonds, if any, remaining
outstanding at the time of the issue of the new bonds.
f. The amount of the Company’s capital and the value of any
contributions in kind made within the last five years.
g. Reasonably adequate information about the past operations
of the Company and its financial positions including the latest
approved balance sheet and loss and profit account.
h. The method of using the issue proceeds. The foregoing
information shall be included in all advertisements and
publications pertaining to the loan, and the information
provided in (A), (B), (C) and (D) above shall be indicated in the
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bonds themselves, with reference to the number and date of
the official Gazette in which the prospectus is published.
If the foregoing provisions have not been compiled with, or if the
issue has been abandoned, or if the issue has been delayed without
a legitimate reason the subscribers for the bonds may cancel their
subscriptions and refund the amount they have paid.
The rules provided with regard to subscription for shares and their
issue shall apply to subscription for bonds and their issue by Joint
stock Companies.
Article (90): The Board of Directors shall resort to the registration of the issue
in the Commercial Register after the sale of bonds has been
completed.
The provisions of Article 77 of the Law shall apply to the registration,
negotiability and transfer bonds ownership.
Article (91): The bondholders of each issue shall constitute, by virtue of the
Law, a legal body. The resolutions legally adopted by such body
in a General Meeting of bondholders shall be binding on all the
bondholders of the said issue.
Article (92): The bond holders’ General Meeting shall be convened by means
of a notice published in, at least, two daily newspaper on two
consecutive days and shall also be sent to nominal bond holders
15 days, at least, prior to the date specified for the meeting and
the invitation shall not be valid unless it includes the agenda of the
meeting.
Article (93): The resolutions of the bond holders’ General Meeting shall not be
valid unless such meeting is attended by, personally or by proxy,
a number of bond holders representing at least two-thirds of the
bonds of a certain issue. Failing such quorum, a second meeting
shall be convened to discuss the same agenda. The date of the
second Meeting shall be notified to the bond holders in the same
manner followed with regard to the first Meeting, one week, at
least, prior to the date set for the second meeting. A quorum
representing one-third of the bonds shall be sufficient for the
second Meeting provided the second Meeting is held within one
month from the date of the first Meeting. However, a resolution to
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extend the redemption period of the bonds or reduce the rate of
interest or the principal debt or the securities or in a way prejudice
the rights of the bond holders, shall not be adopted unless the
Meeting is attended by bond holders who represent two-third of
the bonds.
Resolutions shall be adopted by two-thirds majority of the bonds
represented at the Meeting.
Article (94): Bondholders shall have a trustee to be appointed by the issuer
company in accordance with the rules issued by a decision of
the Minister of Commerce and Industry. The trustee shall be a
company operating in securities. The appointment shall take place
after approval by the Capital Market Authority.
The bonds issuer company shall send the bondholders’ trustee the
same invitation as given to the shareholders to attend the general
meetings. The trustee shall attend such meetings and take part in
the discussion. The trustee shall not vote on the resolutions.
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Chapter Three
Management of the Joint-stock Company
Part One – Board of Directors
Article (95):

The management of the Joint-stock Company shall be entrusted
to a Board of Directors, the number of whose members and
term of office, shall be provided by the Company’s Articles of
Associations. The members of the Board of Directors shall not be
less than three for the closed Joint-stock Companies, and five for
the public Joint stock Companies. In both cases the number shall
not exceed 12 members. The member’s term of office shall not
exceed three years subject to re-election more than once.
The period stipulated for in the previous paragraph shall be
calculated from the date of the general meeting in which
the director is elected to the date of the third annual general
meeting following it. Where the date of such meeting exceeds
the aforementioned period of three years, the membership
shall be extended by law to the date on which the meeting is
convened, save it shall not exceed the period specified in Article
120 for convening the annual general meeting.
No one shall be a member of the Board of Directors or
representative of a juristic person of more than four Joint-stock
Companies whose principal place of business is in Oman, or
be Chairman of more than two Joint-stock Companies, whose
principal place of business is in Oman, or combine of the
membership of the Board of Directors of a public joint stock
company and a closed joint stock company carrying out the
same business and their principal place of business is in the
Sultanate of Oman.
No person shall become a member of a board of directors if he
has been convicted in Oman or abroad of an offence involving
moral turpitude unless rehabilitated.

Article (96):

The ordinary General Meeting shall elect the members of the
Board of Directors pursuant to the provisions of the Law and the
Company’s Articles of Association.

Article (97):

The members of the Board of Directors shall be chosen from
amongst shareholders or non-shareholders, provided that a
shareholder candidate holds the minimum amount of shares
fixed by the company’s Articles of Association.
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The Minister of Commerce and Industry shall issue a decision
setting out the rules and conditions for the election of Directors
or the representatives of corporate bodies and the provisions
relating to their liabilities.
Article (98):

If the office of a Director becomes vacant in the period between
two ordinary General Assemblies, the Board, unless the Articles
of Association provides otherwise, may appoint a temporary
Director who meets the requirements provided by the Articles of
Association and the preceding Article to assume his office until
the next ordinary General Meeting. If at any time more than half
of the number of Directors are temporary Directors appointed
by the Board under the preceding paragraph, the Board of
Directors shall call, within two months, an ordinary General
Meeting for the purpose of electing Directors in accordance with
the Company’s Articles of Association to replace the Directors
who were so elected but are no longer in Office. Directors
elected by the ordinary General Meeting to fill vacancies in
the Board of Directors shall serve for the remaining period of
their predecessors in office unless the Company’s Articles of
Association provides otherwise.

Article (99):

The General Meeting may, at any time and without any
justification, remove any or all of the members of the Board of
Directors even if the Company’s Articles of Association provide
otherwise.

Article (100): Immediately following the election of a new Board of Directors by
the ordinary General Meeting, the said Board shall meet to elect
one of its members as Chairman whose term of Office shall not
exceed his term of office as a member of the Board of Directors,
though he may be re-elected. Subsequent meetings of the Board
of Directors may be convened by the Chairman, at any time, and
the Chairman, shall convene a meeting upon request made by
two or more members of the Board of Directors. If the Chairman
finds it difficult to respond to such request, or if he does not
wish to do so, any two members of the Board of Directors may
convene the meeting.
The meeting of the Board of Directors shall not be valid unless it
is attended by, at least, half the members of their representatives.
The Company’s Articles of Association may provide a higher ratio
or number and they may, as well, provide a special quorum for
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the meetings of the Board. The Board makes its decisions by the
relative majority of the present members unless the Company’s
Articles of Association provides otherwise. In the case of a tie vote,
the Chairman shall have a casting vote.
A juristic person represented by a member of the Board of Directors
may delegate another person of its subordinates to attend any
meeting and vote on its behalf.
A member of the Board of Directors may delegate another member
of the Board, however, no one member of the Board shall act on
behalf of more than one member, and in any case the delegation
shall be exclusive and written.
Article (101): The general meeting shall determine the annual remuneration
and sitting fees of the Board of Directors and sub committees, at
not more than 5% of the net profits of the year after deducting
the legal and optional reserves in accordance with Article (106)
of the law and notionally calculating or distributing the dividends
to shareholders at not less than 5% of the capital unless the
Article of Association of the company provides a higher rate. The
maximum total over-all limit of entire remuneration and sitting
fees paid by the company shall be RO 200,000 (Two Hundred
Thousand), with a sub-ceiling of RO 10,000 as sitting fee for each
director per annum.
Where the company makes loss or less profits to the extent that
notionally calculating or distributing dividends to shareholders is
not possible, remuneration and sitting fees shall be determined
in accordance with the rules issued by the Capital Market
Authority.
The company whose capital is eroded may give the directors
sitting fees for the meetings held in the year or years following
the erosion within the limits and in accordance with the rules
issued by the Authority.
Dividends shall formed of the net profits minus the losses
incurred by the capital of the company in previous years which
have been fully amortized.
The report of the board of directors to the ordinary general
meeting shall include a comprehensive statement of all amounts
and other benefits received by each member from the company
during the year as compensation for his services, including all
amounts paid to the member in their capacity as employees of
the company.
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Article (102): The Board of Directors shall have full authority to perform all acts
required for the management of the Company in the course of
achieving its objective and implementing the resolutions of the
General Meeting. Such authority shall not be limited or restricted
except to the extent provided in the Law or in the Company’s
Articles of Association.
The Board of Directors shall not, however, perform the following
acts unless expressly authorized to do so by the Company’s
Articles of Association or by a resolution of the General Meeting:
a. Donations, except donations required by the business
wherever they are small and customary amounts.
b. To sell all or a substantial part of the Company’s assets.
c. Pledge or mortgage the assets of the Company, except to
secure debts of the Company incurred in the ordinary course
of the Company’s business.
d. Guarantee debts of third parties, except guarantees made in
the ordinary course of business for the sake of achievement of
the Company’s objectives.
The Board of Directors may, by a resolution adopted by a
majority of its directors and within the limits set for it, authorise
committees constituted by it from amongst its members, to
perform some of the functions referred to in this article.
Article (103): The Chairman of the Board of Directors shall implement the
resolution of the Board of Directors and shall conduct the regular
business of the Company under the supervision and control of
the Board of Directors.
The Articles of Association of the Company may include a
provision that authorizes the Board of Directors to elect a
Deputy Chairman who shall act as Chairman in the absence of
the Chairman, and a Managing Director or more who shall have
the authority of signing in the name of the Company jointly or
individually as the Board may determine.
The names and signatory powers of the Chairman, Deputy
Chairman and Managing Directors, if any, shall be registered in
the Commercial Register.
The Board of Directors shall constitute an Auditing Committee
from amongst its members and appoint an Internal Auditor and
a Legal Advisor in accordance with the rules set out by the Capital
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Market Authority. The members of the Auditing Committee shall
be governed by the provisions of liability stipulated in article 109
of this Law, without prejudice to their liabilities resulting from
their membership of the Board of Directors.
Article (104): The Joint-stock Company shall be bound by all acts performed
by its Board of Directors, its Chairman, Managing Directors and
all other executives, if any, as long as they act in the name of the
Company and within the scope of their powers. Any third party
in good faith shall have the right to assume that any act done
by the Board of Directors, Chairman and the Managing Directors
of the Company in pursuance of its business is within scope of
powers delegated to such persons and the Company shall be
bound thereby, unless the limitation of such persons’ authority
is registered in the Commercial Register.
Article (104) bis: The articles of association of the company shall specify the
commencement and end of the financial year of the company.
where the company is established during the first half of the
year, then its financial year shall end at the end that year.
In case the company is established during the second half
of the year then its financial year shall end at the end of the
following year.
Public Joint-stock Companies shall prepare half-yearly
unaudited accounts which include the balance sheet, profit
and loss account and cash-flow statement, provided such
accounts are published within three months from the end of
half the Company’s financial year in two daily newspapers.
Article (105): Within two months from the end of the financial year, the Board
of Directors shall prepare the balance sheet of the Company and
a statement containing the Company’s profit and loss account,
after they have been audited by the Company’s auditors. The
statement shall also include a detailed explanation of the main
revenue and expenses entries during the financial year. The
Board shall also prepare a report on the Company’s operations
during the expired year and on the net profits that proposed to be
distributed. Copies of all the above-mentioned statements shall
be sent to the Capital Market Authority and the Secretariat of the
Commercial Register two weeks , at least, prior to the meeting
of the ordinary annual General Meeting. A copy of the balance
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sheet, the report of the Board of Directors and the report of the
auditors shall, likewise, be sent to each shareholder together
with the invitation to attend the meeting of the ordinary annual
General Meeting.
Article (106): The Board of Directors shall deduct 10% of the Company’s net
profits after the deduction of taxes as a legal reserve for each
financial year until such legal reserve amounts to, at least, one
third of the Company’s capital. The legal reserve shall not be
distributed to shareholders as dividends.
The ordinary General Meeting may decide the establishment of
optional reserve accounts which shall not exceed 20% of the net
profits for that year after deduction of taxes and the legal reserve,
provided that total amount deducted as an optional reserve shall
not exceed half the capital of the Company except in the case of
Banks and Insurance Companies.
Article (107): A member of the Board of Directors shall not participate in
the management of a business competitive with that of the
Company except by approval of the General Meeting, provided
such approval shall be renewed annually.
Likewise, a member of the Board of Directors or any of the
key staff of the Company, shall not utilize the information
accessible to him by virtue of his position for the achievement
of a benefit for himself or for his minor children or for any of
his immediate relatives up to the fourth degree as a result of
dealing in the Company’s securities. No one of such persons shall
have any interest, directly or indirectly, with anybody involved
in activities intended to affect the prices of the securities issued
by the Company. In the event of infringement of the above, the
provisions of Articles 109 and 110 of the Law shall apply.
Article (108): A member of the Board of Directors or other related parties
of the company shall not have any direct or indirect interest in
the transactions or contracts concluded by the company for its
account, except those concluded with them in accordance with
the rules issued by a decision of the Capital Market Authority.
Such decision shall define the related parties and the method of
disclosure of such transactions and contracts.
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Article (109): The members of the Board of Directors shall be liable to the
Company, the shareholders and third parties for the damages
caused by their acts in violation of the Law and their acts
which fall beyond the scope of their powers or by any fraud or
negligence in the performance of their duties or by their failure
to act as prudent men under certain circumstances.
If there are more than one Director liable under the preceding
paragraph, the Authority for the competent court may hold each
such Director liable for all or part of the damages as the Authority
may deem proper in view of the circumstances of the case.
Shall be null and void any provisions or stipulations limiting
the liability of the members of the Board of Directors, and
the Company shall reimburse any Director the costs and sums
adjudged in any civil or criminal case brought against him as a
result of his activities as a member of the Board of Directors of
the Company in the event that final judgement in such case shall
absolve the Director of liability.
Article (110): The Company may institute an action against any Director of
the Company it deems liable for damages that have come upon
it under the provisions of the preceding Article. The Board of
Directors or the ordinary General Meeting shall take a decision
appointing a person to pursue the case on behalf of the Company
and authorizing him to pay the costs of the case from the funds
of the Company. However, if the Company is under liquidation,
the decision to file the case shall rest with the liquidator of the
Company.
Any shareholder may propose suing the members of the Board
of Directors, and if the ordinary General Meeting does not
adopt his proposal, he may himself file the case on behalf of the
Company. And if the case is successful, such shareholder shall be
reimbursed the costs and expenses of the case out of the sums
adjudged and the balance shall be paid to the Company.
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Part Two
Auditors
Article (111): The joint stock company shall have at least one auditor who shall
be appointed by the general meeting from among the persons
licensed to practice the accountancy and auditing profession.
The Capital Market Authority shall set out the rules for appointing
auditors for public joint stock companies. It shall have the right
to object the auditors appointed by the general meeting by a
substantiated decision within fifteen days from the date on
which the general meeting’s minutes is lodged with Authority.
In all cases the auditors shall be independent from the company,
hence, they shall not be founders or directors or employees of
the company or its affiliates. They shall not provide the company
or its affiliates with technical, administrative or consultative
services except the services specified by the Authority.
The auditors shall carry on their duties from the date of
appointment until the next annual general meeting. The company
may renew their appointment taking into consideration the rules
issued in accordance with the second paragraph. The auditors
shall comply with the rules and directives issued by the Authority
for public joint stock companies in accordance with the provisions
of the law.
Article (112): The Auditors shall have the right, at any time, to examine all
books, records and documents of the Company and obtain all
information they deem necessary for the proper performance of
their duties.
The Auditors shall ascertain that the balance sheet and profit
and loss statement, conform with the books and records of the
Company and that such books and records are kept in conformity
with the generally accepted principles of accounting.
Article (113): The Auditors shall make a report to the annual General Meeting
on the financial position of the Company and the proposed
distribution of dividends, including their opinion as to whether
the balance sheet and the profit and loss account presented to
the meeting reflect the true financial position of the Company,
according to the generally accepted accounting principles.
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Any change made in the accounting principles adopted in the
preparation of the balance sheet and profit and loss account
since the preceding financial year shall be clearly mentioned in
the Auditor’s report.
If the Auditor’s report is not presented to the General Meeting
and, if it does not conform to the requirements of the preceding
paragraph, then the resolution of the annual Meeting approving
the accounts presented to the meeting shall be void.
The Auditor who in the performance of his functions ascertains
the existence of a violation of the Law or the Company’s articles
of Association, shall report such violation to the management of
the Company through the concerned parties and, in the event
of a serious violation, he shall report it to the General Meeting.
Article (114): Auditors shall be liable towards the Company, shareholders
and third parties for damages arising from any fraud in the
performance of their duties. They shall be liable to the Company
and shareholders for the damages arising from failure in
performing their professional and technical duties with efficiency.

Part Three
General Meetings
Article (115): Each shareholder shall have the right to attend General Meeting
and shall have one vote against each share held by him, even if
such share is represented by a provisional certificate.
A shareholder may give a written proxy to another person to attend
the General Meeting and vote on its resolutions. The shareholder
may revoke such proxy at any time. The representative need not
be a shareholder unless the Company’s Articles of Association so
ordains.
Article (116): The Board of Directors may convene the General Meeting at any
time and such meeting shall be convened whenever required by
the Law or the Company’s Articles of Association, or upon request
of one or more shareholders who represent at least twenty- five
percent of the capital of the Company. If the Board of Directors
fails to convene the General Meeting’s meeting, then the
Auditors shall do so. Notice to attend a meeting of the General
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Meeting shall not be valid unless it includes the agenda and such
notice shall be published after its approval by the Capital Market
Authority or the Ministry of Commerce and Industry, as the case
may be, in two daily newspapers and for at least two consecutive
days. At the same time, a copy of the notice shall be sent to each
shareholder by ordinary mail or delivered by hand to him or to
his representative against signature, at least two weeks before
the date specified for the meeting.
The Capital Market Authority shall be notified of the date of the
general meeting of public joint stock companies, whereas the
Ministry of Commerce and Industry shall be notified of the date
of the general meeting of closed joint stock companies.
Any of the above mentioned bodies may authorise an observer
to attend the meeting, supervise the procedure related thereto
and ascertain that the decisions taken are in conformity with the
Law.
The minutes of the general meeting shall be deposited with each
of the said bodies, signed by the secretary and countersigned by
the chairman of the meeting and the auditor within fifteen days
from the date of the general meeting.
Such meetings shall be deemed null and void if the above
mentioned procedures and dates are not satisfied .
Article (117): The Board of Directors shall establish the agenda of the General
Meeting, if the meeting is convened by the Auditors, the agenda
shall then be established by them. The Board, or the Auditors, if
necessary, shall include in the agenda any proposal put forward
by shareholders, who represent more than 10% of the capital
of the Company provided that such proposal is submitted for
inclusion in the agenda at least one month before the date
of the meeting. The General Meeting shall consider only the
matters included in the agenda. However, in exceptional cases,
the General Meeting may consider an urgent and unexpected
matter, which arises during the meeting subject to a resolution
adopted by the General Meeting by relative majority of the votes
of the present members.
Article (118): The shareholders and proxies representing all the shares of the
Company may hold a General Meeting without regard to the
rules stipulated for such meeting. The meeting so held may,
deliberate on all matters which are within the authority of the
General Meeting to decide.
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Article (119): The ordinary General Meeting may consider and decide all
matters, which are not, by Law or by the Company’s Articles of
Association, reserved for decision by the Board of Directors or by
an extraordinary general Meeting.
Article (120): The annual General Meeting shall be held each year within
three months of the end of the Company’s financial year. Other
ordinary General Meetings shall be held when required by Law
or the Company’s Articles of Association or when need arises to
hold such meetings. The agenda of the annual General Meeting
shall include:
a. Study and approval of the Board of Directors report.
b. Study of the Auditor’s report and approval of the balance
sheet and profit and loss account.
c. Declaration of dividends, provided the dividends, shall be
declared only out of the net profit or out of the optional
reserve subject to the provisions of Article 106.
d. Election of members of the Board of Directors if the office
term of one, or all of them has expired or any of the posts
becomes vacant.
e. Appointment of auditors for the financial year without
prejudice to the State’s Audit Law.
Article (121): The Company’s balance sheet, profit and loss account and the
reports of the Board of Directors and Auditors of the Company
concerning the expired financial year, shall be available for
inspection by the shareholders and bondholders of the Company,
during business hours at the Company’s principal place of business
during a period of at least two weeks immediately preceding the
date of the ordinary annual General Meeting. If any shareholder
is deprived of his right to inspect these documents, the decision
approving these documents shall be null and void. The Board
of Directors shall publish the balance sheet, the profit and loss
account and a summary of the report of the Board in a local daily
newspaper within one month of the ordinary annual General
Meeting’s approval of the said documents.
Article (121) bis: Public joint stock companies shall deposit with the Capital
Market Authority the funds unclaimed by the beneficiary
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shareholders after six months as of the date of accrual in
accordance with the procedures issued by a decision of the
Board of Directors of the Authority. The companies shall
announce for that twice in two daily newspapers within
fourteen days from the date of lodging.
The Authority shall announce for unclaimed funds deposited
with it by the method and on the dates to be specified by its
Board of Directors.
Article (122): The resolutions of the ordinary General Meeting shall be void
unless the meeting is attended by shareholders of their proxies
who represent, at least, half the capital of the Company. If such
a quorum is not formed, a second meeting shall be called to
discuss the same agenda. The second ordinary General Meeting
shall be notified to shareholders in the same manner as the first
meeting, at least one week prior to the date set for the second
meeting. The resolutions of the meeting shall be valid regardless
of the number of shares represented, provided that such meeting
is held within one month for the date of the first meeting. The
resolutions of the ordinary General Meeting, shall be adopted
by, a relative majority of the votes.
Article (123): The extraordinary General Meeting shall be convened to
consider and decide all maters which such meeting is specifically
authorized to settle in accordance with the Law or the Company’s
Articles of Association.
The extraordinary General meeting may decide to amend the
Company’s Articles of Association, however such amendment
shall not be valid unless approved by the Director General of
Commerce and registered in the Commercial Register.
Article (124): The resolution of the extraordinary General Meeting shall not be
valid, unless the meeting is attended by shareholders and proxies
representing at least three-quarter’s of the Company’s capital.
Failing such quorum, a second meeting shall be convened to
discuss the same agenda. The shareholders shall be notified of
the second extraordinary General Meeting in the same manner
as the first extraordinary General Meeting, at least two weeks
prior to the date set for the second meeting. The resolutions
of the second meeting shall be valid if the meeting is attended
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by shareholders or proxies representing more than half of the
Company’s capital, provided such meeting is held within six
weeks of the date of the first meeting.
The resolutions of the extraordinary General Meeting shall
be adopted by a majority of three-quarters of the votes cast
in respect of a certain resolution, provided such resolution
shall always receive votes representing more than 50% of the
Company’s capital.
If the resolution is for the purpose of transforming a closed Joint
stock Company into a General or Limited Partnership Company,
then such resolution shall be unanimously adopted by the
shareholders.
Article (125): The general meeting shall be presided over by the Chairman
of the Board of Directors. If the Chairman fails to attend, the
meeting shall be presided over by the Deputy Chairman elected
pursuant to the provisions of article 103 of this Law.
If the invitation for the meeting is extended by the auditors,
pursuant to article 116, the Chairman of the meeting shall be
appointed by them.
The general meeting shall appoint a secretary who shall prepare
the minutes of the meeting in which he shall recorded the
deliberations of the meeting, the proposed resolutions and the
related voting process.
Any shareholder or bond holder of the company shall be entitled
to inspect the minutes at the company’s principal place of
business.
Article (126): The resolutions of the General Meeting duly adopted pursuant
to the provisions of the Law and the Company’s Articles of
Association of its regulations, if any, shall be binding to the
Company and each of its shareholders, but shall not affect the
rights of third parties except to the extent provided by this Law.
Any shareholder or any other interested person may, within
five years from the date of the General Meeting, apply to the
competent court to decide the annulment of any resolution
if adopted by such General Meeting in violation of the Law or
the provisions of the Company’s Articles of Association or its
regulations, if any, or if adopted by fraud or abuse of authority
by any person.
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Chapter Four
Holding Companies
Article (127): The Holding Company is a Joint-stock Company or a Limited
Liability Company which financially and administratively controls
one or more other Companies which become subsidiary to such
Company by means of its holding at least 51% of such Company
or Companies whether they are Joint-stock Companies or a
Limited Liability Companies. The term “Holding” shall be added
to the title of such Company in all its papers, advertisements
and other documents issued thereby. The Capital of a Holding
Company shall not be less than Two Million Omani Rials and a
Holding Company shall neither hold shares of General or Limited
Partnership Companies nor shall it hold any shares in other
Holding Companies.
The objectives of the Holding Company shall be as follows:
-- to manage its subsidiary Companies or to participate in the
management of other companies in which it holds shares;
-- to invest its funds in share, bonds and securities;
-- to provide loans, security and finance to its subsidiaries;
-- to own patents, trademarks, concessions and other incorporate
rights, utilize them and lease them to its subsidiaries and
other Companies.
-- The holding Company shall be established by either of the
following means:
A. Establishing a Joint-stock Company or a Limited Liability
Company whose objectives shall combine one or more of
the objectives provided in the preceding paragraph and in
establishing subsidiary Companies or in acquiring shares
and stocks in Joint-stock Company or a Limited Liability
Companies to carry out such objectives.
B. Amending the objectives of an existing Joint-stock Company
or a Limited Liability Company to a Holding Company in
accordance with the Law.
The Minister of Commerce and Industry shall specify the
organizational provisions of the Holding Companies and their
subsidiaries, and he shall arrange the balance sheet and profit
and loss account of the subsidiary Companies in a unified
system.
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Article (128): The Board of Directors of the Holding Company may invite the
Chairman of any subsidiary Company to attend the meetings of
the Board of Directors of the Holding Company when matters
related to the subsidiary Company are being considered by such
meetings, so that he may make remarks, express his opinions
or give explanations or statements about certain issues. Such
Chairman shall have the right to participate in discussions but his
vote shall not counted.
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Chapter Five
Dissolution & Liquidation of the Joint-stock Company
Article (129): The Joint-stock Company shall be dissolved for any of the reasons
for dissolution provided in the Company’s Articles of Association
or in Article 14 of this Law. The ordinary General Meeting may
resolve the dissolution of the Company at any time. If the
Company has lost three-quarters of its capital, the Chairman of
the Board of Directors shall convene an extraordinary General
Meeting to decide whether the Company shall be dissolved or its
capital be reduced or some other appropriate measures shall be
taken.
If the Chairman fails to convene the extraordinary General
Meeting, or if the Meeting cannot be held due to lack of quorum,
or if it has been decided not to dissolve the Company without
taking any appropriate measures, then each shareholder or
creditor of the Company shall have the right to apply to the
competent court to decide the dissolution of the Company.
Article (130): After its dissolution, the Joint-stock Company shall be liquidated
pursuant to the Law and the provisions of its Articles of
Association, provided that such provisions shall not violate any
mandatory legal provisions.
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Chapter Six
Participation of the Sultanate and Omani Public
Establishments
Article (131): The Joint-stock Companies in which the Sultanate or any Omani
Public Establishment contributes shall be subject to all provisions
of this Law concerning the Joint-stock Companies which are not
contradictory to the following Articles.
Article (132): The share of the Sultanate or any of its administrative units
shall be represented in the Company’s Board of Directors by
one or more members who shall be appointed by the Council of
Ministers pursuant to nomination by the Ministry of Finance or
concerned Minister.
Such member or members, shall not be discharged except by a
Approval of the Council of Ministers . The Company’s Articles of
Association shall determine the number of Directors who shall
represent the share of the Sultanate or any of its administrative
units. Appointment and removal of the directors shall be by a
decision issued by the Minister Supervising the Ministry of
Finance.
The remaining members of the Board of Directors shall be elected
in pursuance of the provisions of this Law and the Company’s
Articles of Association. The shares representing the interest of
the Sultanate or the Public Establishment shall participate in
this voting unless the Company’s Articles of Association provides
otherwise.
Article (133): All appointed members of the Board of Directors shall exercise
all powers inherent in the office of the Director. Acts performed
by the Directors appointed by a Royal Decree in the exercise
of their powers as Directors, however, shall not subject them,
the Sultanate or the Public Establishment to liability under the
provisions of this Law.
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Chapter Seven
Maritime Companies
Article (134): The maritime Company is is established for the sole purpose of
engaging in maritime activities provided in the Maritime Law.
Article (135): The maritime Company shall be subject to the provisions of this
Law related to the Joint-stock Companies with such amendments
and exceptions provided in the Maritime Law.

62

Legislations Regulating the Public
Joint Stock Companies Listed on
the Market

Part Six
Limited Liability Company
Chapter One
Establishment of the Limited Liability Company
Article (136): The Limited Liability Company is a Commercial Company with
a fixed capital divided into equal shares. It consists of two or
more natural or juristic persons whose liability is limited to the
nominal value of their shares in the capital of the Company. The
number of partners of the Limited Liability Company shall not
exceed forty partners.
The Limited Liability Company shall be subject to all provisions
provided in Part One of this Law which are not contradictory to
the provisions prescribed in this part.
The partners shall register the Limited Liability Company in the
Commercial Register pursuant to the Law.
Article (137): The name of the Limited Liability Company may consist of any
word and may include the name of one or more partners of the
Company, provided that the name of the Company shall not
be misleading as to the objectives of the Company, its identity
or the identity of its partners. The name of the Company shall,
wherever it appears, be followed by the words “Limited Liability
Company”
or by the abbreviation “LLC”.
If a violation of the provisions of the preceding paragraph has
caused a third party in good faith make a mistake as to the
extent of the partners’ liability, the persons responsible for such
violation shall be deemed responsible in persons towards such
party for the damages that may befall him as a result.
Article (138): The capital of a limited liability company shall not be less than
RO 20,000. The Director General of Commerce may, however,
exempt certain companies from this limit pursuant to the
provisions issued by a decision from the Minister of Commerce
and Industry, provided that the minimum capital of the company
shall not fall below RO 3,000. All shares of the company shall be of
equal nominal value and shall be fully paid up upon subscription.
Such shares may not be represented by negotiable instruments.
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If the capital of the company, at any time, falls below its minimum
limit or its registered capital, interested parties may serve a
written notice upon the company requesting the previous limit
of the share capital be restored. If the company fails to do so
within one year from the date of the notice, such parties may
apply for the dissolution of the company to the competent court.
Article (139): Contributions to the capital of a Limited Liability Company may
be made in cash or in kind. However, such contributions shall not
comprise the services or labour of any person.
A Limited Liability Company shall not resort, directly or indirectly,
to public subscription in raising or increasing its capital, or to
borrowing of funds.
Article (140): A Limited Liability Company shall not deemed finally constituted
nor shall the liability of its shareholders be limited until the
following conditions have all been fulfilled:
A. The Memorandum of Association of the Company has been
signed by all the shareholders of the Company.
B. The number of shares to be owned by each shareholder has
been determined and the nominal value of all shares has
been fully paid in cash or in kind.
C. Registration of the Company in the Commercial Register.
For the payment of the value of the Company’s shares a
special account shall be opened with a Bank operating in
Oman, in the name of the Company with the term “Under
Formation” wherein each shareholder shall deposit, in cash,
the full nominal value of his shares. As for the contributions
in kind, the Auditors of an office licensed to operate in Oman
may submit a report confirming the value and payment of
each shareholder’s contribution in kind in the capital of
the Company under establishment, or that the value of the
contribution in kind shall be determined by one or more
experts appointed by the Ministry of Commerce and Industry
pursuant to an application submitted by the shareholders in
accordance with the rules and procedures decided by the
Minister of Commerce and Industry.
The said Bank shall not release such deposits to anyone other
than the Managers of the Company upon the presentation of
a Certificate confirming the Registration of the Company in the
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Commercial Register or the depositors should the establishment
of the Company be abandoned.
If the Company is not finally established within a period of six
months from the date of the first contribution to the capital of the
Company, any of the shareholders may annul the Memorandum
of Association of the Company by giving notice to the Bank and
the shareholders and thereupon all depositors shall have the
right to refund their respective capital contributions on deposit
in the Bank.
Article (141): The Limited Liability Company shall keep a membership register,
in which the name of each shareholder shall be listed together
with his nationality, his domicile and the number of shares he
owns.
Article (142): Shares of a Limited Liability Company shall not be divisible
but they may be owned by more than one person provided
that such persons shall have a single representative who shall
deemed by the Company to be the owner of the shares under
joint ownership. Such representative shall be the person whose
name shall stand first in the membership register although the
disposal of the shares shall require an instrument signed by all
joint owners.
Joint shares owners shall be deemed jointly and severally liable
for the obligations arising from such ownership and shall be
deemed one person for purposes of determining the number of
partners provided in Article 136.
Article (143): Subject to the restrictions provided by Law and subject to the
provisions of the Company’s Memorandum of Association, any
partner of the Limited Liability Company may assign any of his
shares in the Company to any other partner of the Company or a
third party by a written instrument.
Article (144): If a partner of the Limited Liability Company wishes to assign any
of his shares in the Company to any one who is not yet a partner
of the Company, he shall send a written notice, expressing his
wish to do so, to the Managers of the Company, together with as
many copies of such notice as there are partners in the Company,
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provided such notice shall indicate the number of shares he
intends to assign, the name, nationality and address of the
proposed assignee and the terms of the proposed assignment.
The Managers shall acknowledge the receipt of the notice of
intent and the date of receipt, and shall promptly send a copy of
the notice to each other partner of the Company at his domicile
which is indicated in the partners register. The Managers, when
sending such notice to the other partners, shall advise such
members, in writing, on their preemptive right to purchase the
shares offered on the terms specified in the notice by giving notice
of their intention to do so to the Managers of the Company and by
depositing the full amount of the purchase price of the number
of shares they wish to purchase within 45 days from the date on
which the notice of the proposed assignment has received by
the Managers. The notice of intent to exercise the preemptive
right shall not be valid unless it expresses acceptance of all the
terms, described in the notice of proposed assignment, unless
it is accompanied by an acceptable deposit of the full purchase
price and unless it is received by the Managers within the period
provided in this Article.
Article (145): If valid notices of intent to exercise the preemptive right are
received from more than one partner and the aggregate number
of the shares such partners wish to purchase is greater than the
number of shares offered, then the shares offered shall be divided
between them to the nearest whose share in proportion to the
number of shares owned by each of them, and any remaining
shares shall be held by such partners under joint ownership. If
a partner elects to purchase less than his proportionate share,
all shares he has elected to purchase shall be allocated to him
and the remaining shares shall be divided among the remaining
partners pursuant to the provisions of this Article.
Article (146): If no valid notice of intent to exercise the preemptive right is
received from any partner of the Company, or if the valid notices
received relate in the aggregate to less than the number of
shares offered, the managers may decide to purchase, in the
name of the Company and on the terms provided in the notice
of the proposed assignment, such number of shares offered
which have not been purchased by the partners of the Company,
provided that the Company’s Memorandum of Association or any
Resolution adopted by the partners meeting provides otherwise,
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and provided that the purchase price of such shares shall not be
paid from the capital of the Company or its legal reserve. Shares
so purchased in the name of the Company shall be held by all
partners of the Company under joint partnership in proportion
to the number of shares owned by each of them, however, such
shares as long as they are so held, shall neither be voted in
partners meetings nor be counted in determining a quorum or
a required majority at such meetings, nor shall such shares be
considered in the distribution of dividends or the assets of the
Company. Upon sale of such shares, the proceeds shall be paid
to the Company and shall be added to the reserves.
Article (147): If the partners of the Company have decided to purchase the
shares offered, the Managers of the Company shall send a written
notice to the selling partner expressing their wish to exercise
the preemptive right and such notice shall be accompanied
by the purchase price of the shares specified in the notice of
proposed assignment. If such notice and the same amount are
not received by the selling partner within 50 days from the date
on which the notice of proposed assignment was received by the
Managers, such partner shall be free to effect the assignment
provided such assignment is effected within the next 30 days
and in accordance with the terms specified in the notice of the
proposed assignment.
Article (148): The preemptive rights related to the partners and the Company
Shall not apply to the shares transferred by inheritance or will on
the death of a partner. If shares are transferred by inheritance or
will to more than one person causing the number of partners to
exceed forty partners, then such shares shall be held by all heirs
or legatees under joint ownership unless such heirs or legatees
agree to transfer such shares to such number of them which
maintains the number of partners within the maximum allowed.
Article (149): The capital of the Limited Liability Company may be increased by
an unanimous decision of the partners. Each partner shall have
the right to subscribe for a number of new shares in proportion
to the number o shares he owns, and if a partner has subscribed
for less that the proportion he is entitled to, the remaining shares
may be subscribed for only by other partners in proportion to
the number of shares owned by them.
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Article (150): The Capital of the Limited Liability Company may be reduced by
an unanimous resolution made by the partners if such capital
exceeds the need of the Company or if the Company has
incurred losses, however, the capital of the Company shall not,
in any case, be reduced to less than RO 20,000/- (Rials Omani
Twenty Thousand). The resolution to reduce the capital of the
Company shall be published in Arabic local newspapers for two
consecutive times together with a notice inviting all the creditors
of the Company to submit their objections within 30 days from
the date of publication.
The reduction of capital shall be effective only after the expiry of
such 30 days and after all objecting creditors have been satisfied
either by paying their debts or by giving them suitable security.
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Chapter Two
Management of the Limited Liability Company
Article (151): The management of the Limited Liability Company shall be
entrusted to one or more managers who shall be natural persons
and who may be partners or non-partners of the Company.
Managers shall be appointed for a limited or indefinite period of
time pursuant to the Company’s Memorandum of Association.
Notwithstanding any agreement to the contrary, any Manager
may removed by a decision of the partners meeting, and if the
manager is also a partner of the Company, he shall not participate
in the voting on the resolution related to his removal.
A Manager may also be removed by a decision of the competent
court upon request of one or more partners of the Company if
the court finds a legitimate cause that justifies such removal.
Article (152): The Managers of the Limited Liability Company may perform
all acts in pursuance of the Company’s objectives unless
their authority is limited by the Company’s Memorandum of
Association or by subsequent agreements made between all
the partners of the Company and registered in the Commercial
Register. The Managers, however, shall not perform the
following acts unless they are expressly authorized to do so by
the Company’s Memorandum of Association or by an unanimous
decision of all the partners:
A. Donations, except donations required by business and, in
ordinary, small amounts.
B. Sale of all or substantial part of the Company’s assets.
C. Mortgage or pledge the Company’s assets except to secure
the Company’s debts incurred in the ordinary course of the
Company’s business.
D. Guarantee debts of third parties, except guarantees made
in the ordinary course of business for the fulfillment of the
Company’s objectives.
Article (153): The Limited Liability Company shall be bound by all acts
performed by the Managers acting in its name and within the
scope of their powers. A third person in good faith shall have
the right to assume that any act done by the Managers of the
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Company in the course of its business comes within the scope
of the Manager’s authority and the Company shall be bound
thereby unless the limitation of the managers’ powers is
registered in the Commercial Register.
Article (154): In respect of each financial year, the managers shall withhold
10% of the net profits of the Company after deduction of taxes
as a legal reserve until such reserve amounts to, at least, one
third of the capital of the Company. The legal reserve shall not be
distributed to the Company’s partners as dividends.
Article (155): The Managers of the Limited Liability Company shall be liable to
the Company, its partners and third parties for damages arising
from their acts in violation of the law or beyond the scope of their
powers and from any fraud or negligence in the performance of
their duties or from their failure to act as prudent men under
certain circumstances.
If liability under the preceding paragraph is directed to more
than one Manager, the competent court may hold each of such
Manages liable for all or such part of the total damages as the
court deems appropriate under certain circumstances. Any
provision or term that limits the liability of the Managers shall
be null and void.
Article (156): The Company may institute an action against any of its Managers
whom it regards responsible for the damages caused to it in
accordance of the provisions of the preceding Article. The partners
meeting shall appoint a person to follow up the case on behalf of
the Company and pay the costs of the case from the Company’s
funds. If the Company is under liquidation, the liquidator of the
Company my decide the Institution of the action. Any partner
may proposed the suing of the Managers, and if the partners
meeting does not adopt such proposal, he shall have the right,
then, to institute the case on behalf of the meeting. If such case
is successful, such member shall be reimbursed the costs and
expenses of the case from the amount adjudged provided the
balance shall be paid to the Company.
Article (157): The Limited Liability Company shall have at least one Auditor
who shall be appointed by the partner’s meeting if:
A. The number of the Company’s partners exceeds ten;
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B. The Capital of the Company exceeds RO 50,000/- (Rials Omani
Fifty Thousand only);
C. The appointment of an Auditor is demanded by one or more
partners representing, at least, one-fifth of the capital of the
Company.
Article (158): The term of office, qualifications, rights and duties and liability
of Auditors of the Limited Liability Company shall be the same as
the term of office, qualifications, rights and duties and liability of
Auditors of the Joint-stock Company.
Article (159): Within four months after the end of the Company’s financial
year, the Managers of the Limited Liability Company shall
prepare a balance sheet as of the end of the Company’s financial
year and a profit and loss statement for the expired financial
year. If the Company has auditors, the Managers shall put such
documents, together with a report on the Company’s operations
during the expired financial year and the proposed allocation of
the net profits, if any, at the disposal of the Company’s auditors
within the same period. The auditors shall prepare their report
to the partners meeting and put a copy thereof at the managers’
disposal within two months from the date of their receipt of the
Company’s financial statement and the Managers’ report.
Article (160): The Managers shall send a copy of the Company’s balance
sheet and the profit and loss statement and the reports of the
Managers and Auditors, if any, concerning the expired financial
year, together with a notice of a partners meeting for the approval
of these documents and the allocation of the net profits, if any to
each partner of the Company within six months after the end of
the Company’s financial year. The originals of these documents
shall be available for inspection by the partners of the Company
at the Company’s principal place of business during a period of
at lest two weeks immediately preceding the date set for the
partners meeting for the approval of these documents.
In addition, each partner shall have the right to inspect the
Original balance sheet, profit and loss statements, reports of the
Managers and Auditors, if any, related to the last five financial
years of the Company at any time during business hours at the
principal place of business of the Company. Any agreement
contrary to the provisions of this Article shall be null and void.
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Article (161): The partners of the Limited Liability Company shall act by virtue
of resolutions adopted by voting at partners meetings. However,
decisions in matters other than the distribution of profits,
approval of the balance sheet, profit and loss statement and the
reports of the Managers and Auditors, if any, may also be reached
without a meeting if all partners of the Company consent to any
such decisions in writing.
Article (162): Every partner shall have the right to attend partners meeting
and shall have one vote for each share he owns or represents.
A member may give a written proxy to another person to
attend and vote at the partners meeting as his representative.
Such proxy may be revoked by the partner at any time. Such
representative shall be a member of the Company unless the
Company’s Memorandum of Association provides otherwise.
Article (163): Membership meetings may be convened by the Company’s
Managers at any time and shall be convened by the Managers
wherever required by Law or the Company’s Memorandum of
Association or upon request by one or more partners representing
at least one fifth of the Company’s capital. If the Managers fail to
convene the partners Meeting when so required or requested,
any member may request the competent court to appoint a
person to convene the said meeting and prepare the agenda.
Notice of the meeting shall be sent to each partner at least 20
days prior to the date set for the meeting. The notice shall not be
valid unless it includes the agenda of the meeting. The partners
meeting shall consider only the matters included in the agenda
of the meeting. However, in exceptional cases the meeting may
consider any unanticipated and urgent matter brought before
the meeting.
Article (164): Partners and proxies representing all the shares of the Company
may hold a partners meeting without regard to formalities of
notice, and such meeting may deliberate over all matters which
are within the authority of the partners meeting to decide.
Article (165): The resolution of the partners meeting shall not be valid unless
the meeting is attended by partners and proxies who represent
at least 50% of the capital of the Company. Failing such quorum,
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a second meeting shall be convened to discuss the same agenda.
The second meeting shall be notified to the partners at least
one week prior to the date set for such meeting. The resolution
of the second meeting shall be valid regardless of the capital
represented, provided such meeting is held within one month
from the date of the first meeting.
Article (166): Resolutions of the partners meeting shall be adopted by the
relative majority of the votes cast in respect of a given resolution,
except when a greater majority is required by the Law or the
Company’s Memorandum of Association.
Article (167): Notwithstanding the provisions of Article 165, an unanimous
decision of all partners is required to increase or reduce the
capital of the Company or to transform the Company into a
general or limited partnership, and the favourable vote of a
majority of partners representing at least three quarters of the
capital is required for any other amendment of the Memorandum
of Association or for a decision to transform the Company into a
Joint-stock Company.
Article (167) bis: The interest of the Sultanate or any of its administrative units
shall be represented by one Manager or more who shall be
appointed by the Council of Ministers upon nomination by
the Ministry of Finance and the concerned Minister. Such
Managers shall not be removed except by approval of the
Council of Ministers.
The number of Managers representing the Sultanate or any or
its administrative units shall be determined by the Company’s
Memorandum of Association. Appointment and removal of
the managers shall be by a decision issued by the Minister
Supervising the Ministry of Finance. Neither the Managers,
nor the Sultanate or any of its administrative units shall be
held liable, according to the provisions of this Law, for their
acts in the course of performing their functions as Managers
of the Company.
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Chapter Three
Dissolution and Liquidation of the
Limited Liability Company
Article (168): The Limited Liability Company shall be dissolved for any of the
reasons for dissolution provided in the Company’s Memorandum
of Association or in Article 14 of this Law. The partners meeting
may resolve, at any time, to dissolve the Company upon the
favourable vote of a majority of members representing, at least,
three quarters of the Company’s capital.
Article (169): After its dissolution the Limited Liability Company shall be
liquidated in accordance with the Law and the provisions
of the Company’s Memorandum of Association, provided
such provisions shall not violate any provisions of the Law of
mandatory nature.
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Part Seven
Penalties
Article (170): The following persons shall be punished, upon conviction, by
imprisonment from three days to three years, or a fine of RO
10/- to RO 500/- (Rials Omani Ten to Five Hundred), or by both
such penalties:
A. Every person who, with intent to defraud, includes or uses
false information in a commercial Company’s Memorandum
of Association or Articles of Association, in an application
for authorization to establish a Joint-stock Company or
in its prospectus, or in any document necessary for the
establishment or a Commercial Company, or who, with
intent to defraud, omits any essential fact deceived thereby
to his detriment.
B. Every person who induces another to join a Commercial
Company by using fraudulent means, every counder or
Director of a Joint-stock Company who participates in the
issue of an invitation to the public to subscribe for shares or
bonds of a Joint-stock Company knowing that such invitation
is issued in violation of the provisions of the Law, and every
person who offers such shares or bonds for subscription if
such person is aware that such violation has been committed.
C. Every person who, with intent to fraud, overvalues any
contribution in kind to the capital of a Commercial Company
by an amount exceeding 25% of its true value.
D. Every person who, knowingly, participates in the distribution
of fictitious profits or a Commercial Company on the basis
of a fraudulent balance sheet, or without having a balance
sheet, or on the basis of a fraudulent inventory or profit and
loss account.
E. Any Manager, Director, Auditor, Liquidator or any person
charged with the management of a Commercial Company,
who intentionally includes or uses false information in the
balance sheet or profit and loss statement of a Commercial
Company, or in a report to partners or to shareholders or
membership meeting thereof, or who intentionally omits
any essential fact from any o the said documents, if the true
financial position of the Company shall have been thereby
concealed from the Company’s partners or third parties.
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Article (170) bis: The following persons, by virtue of their personal capacity,
shall be penalized by a fine of not less than RO 5,000/(Rials Omani Five Thousand) on their failure to convene the
annual ordinary general meeting of the Company on the time
provided for such meeting:
A . The Chairman and Members of the Board of Directors.
B . The Auditors of the Company in case of failure of the Board
of Directors to convene the meeting.
Article (171): The following persons, on their conviction, shall be penalized by a
fine of RO 10/- to RO 5,000/- (Rials Omani Ten to Five Thousand):
A. Every person who, by way of negligence, includes or uses false
information in the Memorandum of Association or Articles
of Association of a Commercial Company, in an application
for authorization to establish a Joint-stock Company or in the
prospectus of such Company, or in any document necessary
for the establishment of a Commercial Company; or who, by
way of negligence, omits any essential fact from any of the
said documents.
B. Every person responsible for a violation by the Company of
the Provisions of Article 4 of this Law.
C. Every partner, Director or Manager of a Commercial Company
who violates the provisions of Articles 8, 107 or 108 and
every Auditor of a Joint-stock Company or a Limited Liability
Company who violates the provisions of the third paragraph
of Article 111 of this Law.
D. Every person who, by way of negligence, overvalues any
contribution in kind to the capital of a Commercial Company.
E. Every Director, Manager or any other person charged with
the management of a Commercial Company, which has
Auditors, who seriously interferes with the exercise of the
Auditor’s functions.
F. Every person who, knowingly, participates in the distribution
of any part of the legal reserve in violation or Articles 106
and 154 of this Law.
G. Every Manager, Director, Auditor, Liquidator or any person
charged with the management of a Commercial Company
who, by way of negligence, includes or uses false information
in the balance sheet or profit and loss statement of a
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Commercial Company, or in a report to members or to
shareholders or partners meeting thereof, or who, by way
of negligence, omits any essential fact from any of the said
documents.
Article (172): Punishment under the provisions of this part shall not affect the
legal consequences of the act or omission punished, including
civil liability for damages caused by such act or omission.
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Part Eight
Transitional And Final Provisions
Article (173): The Commercial Companies wholly owned by Omani nationals
shall be deemed legally formed even if such Companies do not
adopt one of the forms of Commercial Companies provided in
this Law, or even if their Memorandum and Articles of Association
contradict the provisions of this Law provided such Companies
prove to the Ministry of Commerce and Industry, by written or
verbal proof presented within one year from the date of the
publication of this Law in the official Gazette, that they were
formed and engaged in regular commercial activity in Oman
prior to the publication of this Law in the official Gazette. Subject
to the provisions of the preceding paragraph, such Companies
shall be governed by the provisions of this Law governing the
most similar form of Company described in this Law.
Article (174): Commercial Companies which have one or more members who
are not Omani nationals shall be deemed legally formed even if
they do not adopt one of the forms of Commercial Companies
described in this Law or even if their memorandum or Articles of
Association contradict the provisions of this Law, provided such
Companies establish to the Ministry of Commerce and Industry,
by written or verbal evidence presented within one year from
the publication of this Law in the official Gazette, that they were
formed and engaged in regular commercial activity in Oman
prior to the first day of January 1970, and provided further that
they did not directly or indirectly increase their capital or widen
the scope of their activities after such dates.
Subject to the provisions of the preceding paragraph, such
Companies shall be governed by the provisions of this Law
governing the most similar form of Company described in this
Law.
Article (175): Commercial Companies which have one or more non-Omani
partners and which were established after the first day of January,
1970, and before the date of publication of this law in the official
Gazette, and which comply with or exempt from the provisions of
the Foreign Capital Investment Law, shall be granted a period of
one year as from the date of publication of this Law in the official
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Gazette to adopt one of the forms of Commercial companies
described in this Law and to adjust their Memorandum and
Articles of Associations, their status and activities to comply with
the provisions of this Law.
Any Company to which the provisions of the preceding paragraph
apply, and which fails to abide by such provisions within the one
year period specified for such Company, shall be unlawful and
may be dissolved and liquidated at the end of the said period
pursuant to an application submitted to the competent court by
the Minister of Commerce and Industry or any other person.
Article (176): This Law shall be published in the official Gazette.
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Objective of this Code
This Code aims to provide a binding and optimum framework for corporate
governance in public stock companies vis-à-vis their direction, organization
and supervision, through a series of specific and defined policies, processes and
procedures.
Scope of Application of the Code:
The provisions of this Code shall apply to all public joint stock companies (the
“company”, “corporate”, “companies” or “corporates”) listed on the Muscat
Securities Market.
First Principle: Purpose of Corporate Governance
The purpose of Corporate Governance is to set out processes by which corporates
are controlled and directed to create efficient enterprises contributing to
building a strong, transparent and competitive national economy. The aim of
such a process is to mitigate any adverse impact on the national economy,
the stakeholders and the local community arising from failure to comply with
corporate governance best practices.
Explanatory Notes and Guiding Procedures
1. Corporate governance is the system by which the company is directed
and controlled, through the following processes:
(a) Identifying and allocating rights and obligations among different
parties in the corporate, such as the board of directors, management,
employees, shareholders, related parties and others, as the case
may be.
(b) Setting out required rules and procedures required for decision
making with regard to company affairs.
(c) Setting out the objectives and strategies required to achieve the
above objectives.
(d) Specifying the criteria for monitoring and evaluating the company’s
performance.
2. Main pillars of corporate governance are taken to be as follows:
(e) Transparency: means that directors and management shall exercise
due diligence in providing information required by regulators,
shareholders, investors and related parties in a timely and
appropriate manner to enable such recipients to take decisions and,
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with the same token, discharge of their duties appropriately.
(f) Accountability: means that directors shall be cognizant that they are
accountable for their decisions and actions before the shareholders
and that they should subject themselves to assessment according
to best practices.
(g) Fairness: means that all shareholders, employees and related parties
are treated equally by the directors and the executive management
without any partiality or concealed interests.
(h) Responsibility: means that the directors shall perform their duties
honestly with integrity and faithfulness toward the economy, the
community in general and the company in particular. They shall
exercise prudence, due diligence and care in performing their duties
placing the interests of the company before any personal interests
and, with the same token, taking into account the company’s social
responsibility.
3. The General Management Framework (or standard operating procedures)
of the company must provide for an appropriate environment and ways
that allow shareholders to actively participate in the general meetings;
and obtain the information which enables them to exercise their rights,
answer their queries and participate in the election of appropriate
directors.
Second Principle: Board of Directors’ Formation, Roles and Responsibilities
Each company must be headed by an effective Board of Directors (the “BoD” or
“board”) to lead the company, monitor its business and control its operations.
The BoD shall be collectively responsible for the success of the company
in achieving its long term objectives. The BoD shall work with the Executive
Management, without interfering in their day-to-day duties, to achieve
the company’s objectives. In all cases, the executive management shall be
responsible before and accountable to the BoD.
Explanatory Notes and Guiding Procedures
1. The directors are severally and jointly liable before shareholders in
achieving the company’s goals and objectives. They shall be primarily
concerned with the company’s interests and give them precedence over
other interests including the interests of the shareholders they represent.
The general meeting may remove any director or all directors if they fail
in performing their duties and responsibilities.
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2. The directors and chairperson of the board are prohibited from interfering
in the daily routine and direct operational matters of the company.
3. Subject to the provisions of the Commercial Companies Law and its
amendments, and the Rules and Conditions for Electing Directors of
Public Joint Stock Companies and their Responsibilities, the company
shall comply with the following when forming its BoD:
(a) All directors shall be non-executive directors.
(b) Percentage of independent directors to the total number of board
members shall not be less than one third, with a minimum of two
independent directors.
(c) Directors, who have been elected for the first time or re-elected,
must undergo some qualification in corporate governance and
sustainability through training programmes at the company’s
expense.
4. The opinion of the Nomination and Remuneration Committee shall be
taken into consideration when electing directors to ensure that elected
directors possess the following skills and abilities1:
(a) Strategic insight; and ability to direct, encourage innovation and
continuously drive the company to consolidate its vision.
(b) Required expertise in financial accounting and corporate finance.
(c) Understanding of management trends in general and the respective
industry in particular.
(d) Ability to deal with crises, both short term and prolonged.
(e) Proper and relevant experience in the nature of the company’s
business.
(f) Commercial experience in global markets, if the company has
international operations.
5. Persons wishing to nominate themselves or be nominated to the board
membership should have the following attributes and professional
competencies:
(a) High ethical and integrity standards in their personal and professional
conduct.
(b) Intelligence, prudence and the ability to take appropriate decisions.
(c) Capability to read and understand financial statements.
(d) Aptitude to contribute towards effective stewardship of the company.
1. Without prejudice to shareholders rights to elect board members as they deem appropriate.
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(e) Capability to approach others assertively, responsibly and
cooperatively.
6. In order to ensure the quality of directors’ performance and the
accomplishment of its objectives, the BoD shall, as minimum, carry out
the following tasks:
(a) Devise accountability measures vis-à-vis directors to ensure their
attendance of meetings, effective participation and performance
of their roles. Such measures shall state the means and methods
for performance monitoring, compliance with the expected
professional conduct, and consequences of failure to perform their
duties.
(b) Determine the required skills needed in board membership. The
BoD may delegate this task to the Nomination and Remuneration
Committee (defined later in the Code), in order to recommend
suitable candidates to the general meeting as potential nominees,
providing that shareholders retain the full right, authority and
freedom to select board members from amongst those nominated
by the aforementioned committee or others.
(c) Review the above annually.
7. The board has to approve and make public clear policies and controls for
providing directors with the information they need outside the routine
and regular framework of BoD meetings. The BoD shall task the company
secretary to monitor the implementation of these policies and controls.
8. The BoD has to include in its annual report to the general meeting, a
statement with supporting justifications outlining the company’s ability
to continue its operations as set out in the General Management
Framework of the company.
9. The board has to ensure efficiency and adequacy of the internal control
systems in all the units or divisions of the company including financial
management, and its related operations, obligations management, and
risk management. The board has to emphasize the same in its report to
the shareholders, taking into consideration that, under all circumstances,
the board’s responsibility for preparing accounts and financial statements
and assuring their accuracy is not undermined by the external auditors’
responsibility for preparing their reports.
10. The chairperson of the board shall, with the assistance of the company
secretary, ensure adherence the following terms and conditions for the
board’s meetings:
(a) The board shall hold at least four meetings per annum.
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(b) The term between any two meetings shall not exceed four
consecutive months.
(c) In case of regular meetings, the meeting agenda shall be sent to
all directors at least seven (7) working days prior to the date of the
meeting.
(d) In case of urgent or unforeseen meetings, the meeting agenda may
be sent to directors less than seven (7) days prior to the date of the
meeting, as the case may be.
11. In case of quarterly meetings dedicated to discuss quarterly results,
the company shall comply with Annexure (1) of this Code as minimum
information to be provided to directors.
12. The board may convene through video conferencing, providing such
convening is kept to a maximum of two meetings per annum. Similarly,
the board may accept the remote participation of any of its members in
its meeting deliberations. The board shall set out the rules and controls
for the use of modern telecommunication methods in the convening of
its meetings and remote participation of directors.
13. Except for resolutions approving financial statements of the company,
directors may adopt resolutions by circulation and proceed in executing
the said resolutions, however, such resolutions must be listed for
ratification in the agenda of the next board meeting. The board shall
set out the rules, terms and conditions for adopting resolutions by
circulation.
Third Principles: Board of Directors’ Authority and Competences
Articles of association of the company, approved by the general meeting, shall
set out clearly the authority and competences of the BoD. Such delineation
of authority and competences shall be made accessible to the public, aim to
serve the purpose and objectives of the company, reinforce its governance, and
maximize its contribution to the national economy and local community.
Explanatory Notes and Guiding Procedures
1. The board shall, at minimum, perform the following tasks and
competences:
(a) Identifying a strategic vision of the company based on its mission,
purpose and objects, and set viable performance indicators within a
reasonable time frame which can be measured objectively, updating
them periodically.
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(b) Adopting business and financial policies pertinent to the
performance of the company’s business and meeting its objectives,
reviewing them periodically to ensure sustenance of their efficiency.
(c) Setting required strategic executive plans, reviewing and updating
them from time to time.
(d) Adopting internal regulations and bylaws pertinent to steering and
management of the affairs of the company.
(e) Adopting the disclosure policy of the company, and monitoring
compliance with its provisions as per regulatory requirements.
(f) Identifying necessary competences and authority required for
the executive management; and ratifying the delegation and
implementation policy of powers to the management.
(g) Monitoring the work of the e management to ensure the business
is properly managed according to the company’s objective and
ensuring compliance with the laws and regulations.
(h) Reviewing related parties transactions.
(i) Forming specialized committees; the resolution of which shall
name committee members, and determine their duties, rights and
obligations.
(j) Ensuring the efficacy of systems and polices of the company
targeting successful operation of the company, its development and
attaining its goals and objectives.
(k) Appointing the following key executive officers: chief executive
officer, general manager, head of internal audit unit or compliance
officer (if any) as well as determining their rights and responsibilities.
(l) Evaluating, at least annually, the performance of specialized
committees emanating from the board and key executive officers.
(m)Approving quarterly and annual financial statements.
2. The company (embodied in the chairperson) has to conduct, within
not more than ninety (90) days from the constitution of the board, an
induction programme to introduce new directors to the business and
operations of the company, especially the financial and legal aspects
thereof, leave alone training them, if necessary.
3. The board should adopt a reasonable and prudent policy in delegating
authorities to the executive management. The delegation policy and
bylaws should cover the entire range of functions pertinent to financial
and administrative affairs, personnel, as well as other functions required
for efficient operation and management of the company.
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4. The board shall be transparent in matters pertaining to the external
auditors of the company, especially when engaging them for consultancy.
The board shall be motivated in this regard by safeguarding total
independence, in addition to respecting investors’ understanding and
perspective vis-à-vis the meaning of independence.
5. The board shall use the general meetings to effectively communicate
with the shareholders, especially minority shareholders. The purpose
is to ensure their participation in general meetings’ attendance and
discussion. In order to achieve the above, the board shall apply modern
methods and techniques in meetings management, provide guidelines
and manuals on effective participation in general meetings. Such
application shall be recorded in the minutes of the general meeting.
6. Subject to the provisions of disclosure of material information stipulated
in the Executive Regulation of the Capital Market Law, Part VII in particular,
the board of directors shall establish, maintain and enforce written
policies, procedures and systems of supervision related to disclosure of
material information reasonably designed to ensure the following:
(a) Fair and timely disclosure of material information about the
company.
(b) The disclosed information is honest, correct, straightforward, and
reasonably comprehensive.
(c) The disclosed information does not - intentionally or unintentionallymislead the shareholders or investors.
(d) Prevention of insider trading, i.e. dealing in company’s shares on
the basis of undeclared or undisclosed information by persons who,
by virtue of their position or relationship with the company, are
aware of such information.
7. Directors are not permitted to provide press statements or release data
or information without a prior written permission by the board or the
chairperson. The board has to identify a company spokesperson.
Fourth Principle: Chairperson
The chairperson is primarily responsible for effectively leading the board
of directors and the company to ensure that the board performs its role,
responsibilities, functions and powers in directing the company toward
achieving its strategic visions and the purpose for which it is established. The
chairperson represents the company before competent courts.
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Explanatory Notes and Guiding Procedures:
1. The chairperson has to possess great leadership skills. He/ she has to
be realize that the success of the board in discharging it duties is closely
related to the ability of the chairperson to maintain cohesion of the
board, harmony among directors, and their professional cooperation, all
of which will lead to achieving the company objectives and purpose.
2. The chairperson shall, at minimum, perform the following:
(a) Promoting high standards of governance in the board and the
company.
(b) Ensuring that all directors have read the Code, are aware of its
contents and have put their signature to that effect .
(c) Leading the board to ensure efficacy of discharge of its duties,
competences and powers.
(d) Calling the board to convene for meetings, chairing such meetings
and tasking company secretariat to send the invitation.
(e) Setting board meetings’ agenda, in coordination with the company
secretariat, and ensuring distribution of the said agenda to all
directors at an ample time before the said meetings.
(f) Ensuring that the directors obtain accurate, clear and timely
information.
(g) Developing and encouraging constructive relations among directors..
(h) Ensuring efficient communication with shareholders.
(i) Without prejudice to the provisions of this Code, developing and
promoting constructive relations between the board of directors
and the executive management.
(j) Putting in place an induction programme for the directors to brief
them on the company business and employees.
(k) Encouraging directors to pursue learning and continuing professional
development.
(l) Ensuing that directors are enrolled in training or refresher
programmes on their duties, compliance with the requirements of
corporate governance, and other relevant regulatory requirements,
si opus sit.
(m)Facilitating effective contributions by directors.
(n) Ensuring the implementation and follow up of the resolutions of the
board of directors.
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(o) Appraising the performance of the board impartially and
independently by a third party appointed by the annual general
meeting in accordance with a benchmark and standards set by the
board or the general meeting. The external or internal auditors of
the company cannot not be engaged for this purpose.
(p) Representing the company before the competent courts and third
parties.
Fifth Principle: Company Secretary
The board of directors shall, at the inception of each term, appoint an experienced
and qualified secretary who is able to assist the board in complying with the
provisions of this Code and the applicable laws and regulations in the Sultanate
as well as directives issued by other regulators and competent authorities.
Explanatory Notes and Guiding Procedures:
1. The secretary has to have:
(a) some knowledge background in law, accounting, audit or company
secretariat.
(b) reasonable practical experience in business administration or
executive management.
(c) no related parties inhibitions stipulated in this Code.
2. The secretary, at minimum, shall carry out the following tasks:
(a) Sending invitation to meetings, as per instructions of the chairperson,
and determining the topics to be listed in the respective meeting
agenda.
(b) Assisting the chairperson in steering the meeting, stating the position
of the board on the issues listed in the agenda, and summarizing
the resolutions adopted by the board.
(c) Recording the minutes of the meetings of the board of directors in
dated and numbered minutes showing all the issues and important
details deliberated in the meeting, as well as adopted resolutions;
providing that the following is recorded: names of present directors;
and names of those who voted for or against each of the adopted
resolutions or names those who abstained.
(d) Sending the draft minutes of the meeting, after it has been reviewed
by the chairperson, to the directors in not more than seven (7)
working days from the date of the meeting.
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(e) Incorporating any amendments to the draft minutes and sending
the final version within not more than thirty (30) working days from
the date of the meeting.
(f) Ensuring compliance of the directors and the chairperson with
meeting and deliberations procedures, validating the, against the
company bylaws and regulations, relevant legislation, and directives
issued by other competent regulators.
(g) Safe-keeping the company’s official documents, reports and
statements, and original signed minutes of the board meetings, as
well as any other documents the board instructs to deposit with the
company secretariat.
Sixth Principle: Executive Management
The executive management (the “management”) executes the company’s
general policies in accordance with its strategy and plans; and implements the
bylaws, resolutions and procedures adopted by the board of directors.
Explanatory Notes and Guiding Procedures:
1. The management must make available sufficient information on the
company affairs to all directors for the purposes of board meetings and
consideration of the items listed in the agenda, which will enable them
to perform their duties efficiently.
2. The management shall perform the following:
(a) Manage the daily business of the company efficiently and faithfully
in accordance with the policies and procedures approved by the
board.
(b) Work relentlessly to deliver the purposes of the company and realise
its objectives provided for in the articles of association.
(c) Inform the board of the risks and challenges in a timely manner, as
directed in the approved policies and procedures. In case of risks
that have not been addressed by any of the approved policies and
procedures, the management has to inform the board as soon as
possible and in an appropriate manner.
(d) Bear in mind the protection of shareholders’ rights, company
development, profits growth, and the safeguarding of the interests
of stakeholders, the economy and community.
3. The management is responsible before the board for all their acts and
behaviour.
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4. Members of the management must be employed contracts with the
company setting out their rights and obligations.
5. The management shall, as directed by the board, enhance the efficiency
and skills of the executives to gain the confidence of the board and
shareholders.
6. The management shall exercise its responsibilities and authority
according to an organizational structure that is approved by the board
specifying the hierarchy and responsibilities of each of the executives
and their authorities.
7. The management shall disclose to the board all financial and commercial
transactions wherein the executives or any of their first degree relatives
have personal interests prior to concluding such transactions.
8. The management shall exert its best efforts in attaining company’s
sustainability and not just its short-term profits and revenues.
9. The chief executive officer of a public joint stock company cannot and
shall not act as or assume the role of the chief executive officer of a
subsidiary company simultaneously, regardless of whether the subsidiary
company is headquartered within Oman or abroad.
Seventh Principle: Professional conduct of Directors and Executives
The board of directors and the executive management shall achieve high
standards of professional conduct and abide by professional ethics while
performing their duties.
Explanatory Notes and Guiding Procedures:
1. The board of directors shall draft an internal code for ethics and
professional conduct, such as those set out in Annexure (2) of this Code,
to be adopted and implemented by the directors and executives. The
board shall adopt and disseminate the aforementioned code of conduct,
and ensure that directors and executives have read it or has access to it.
2. The directors shall implement and comply with the standards of
professional conduct provided for in the code for professional conduct
approved by the board.
3. The board shall monitor the management’s compliance with the
aforementioned code for professional conduct.
4. The code for professional conduct must be cross-referenced when
formulating the company policies vis-à-vis complaints, suggestions
(proposals) and grievances; detailing the specific steps and mechanisms
to be used for implementing such policies.
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Eighth Principle: Independent Director
The board of directors shall be constituted of individuals who have the ability
and independence to consider the affairs of the company wisely, proficiently,
objectively and impartially to ensure complete independence from the
management and major shareholders. No individual or group of individuals can
be allowed to dominate board deliberations and its decision making process.
Explanatory Notes and Guiding Procedures:
1. Independence in this context means two things: (1) pecuniary or
financial independence as set out in the terms and conditions below.
(2) Independence of opinion engendered and nurtured by experience,
expertise, proficiency or knowhow in the fields of the company’s
business, its industry or related industry. Such independence of thought
is aimed to enable the independent director to support the board’s
decision making process and the company’s directorship in ways that
will serve the company’s purposes and objectives.
2. The independent director must be:
(a) Honest and morally upright.
(b) Not related materially, economically or financially to the company,
any of its subsidiaries or associates, or entities held or owned by the
company, to the extent permitted by the provisions below.
3. A director is not be deemed independent in any of the following cases:
(a) Holding ten per cent (10%) or more of the company shares, its
parent company, or any of its subsidiary or associate companies.
(b) Representing a juristic person who holds ten per cent (10%) or more
of the company shares, its parent company, or any of its subsidiary
or associate companies.
(c) Had been, during the two years preceding candidacy or nomination
to the board, a senior executive of the company, its parent company
or any of its subsidiary or associate companies.
(d) Being a first degree relative of any of the directors of the company,
its parent company or any of its subsidiary or associate companies.
(e) Being a first degree relative of any of the senior executives of the
company, its parent company or any of its subsidiary or associate
companies.
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4.

(f) Being a director of the parent company or any of the subsidiary or
associate companies of the company being nominated for its board
membership.
(g) Being, during the two years preceding candidacy or nomination
to the board, an employee of any of parties contractually engaged
with the company (including external auditors, major suppliers
or civil society
organisations (“CSO”) where the latter received a support in excess
of 25% of the annual budget of such CSOs).
(h) Being, during the two years preceding candidacy or nomination
to the board, an employee of the parent company or any of its
subsidiary or associate companies.
(i) Holding about 20% of the shares of any of the above mentioned
parties during the two years preceding candidacy or nomination to
the board.
(a) The independent director has to notify the board as soon as a
change in circumstances occurs with which his/ her independence
status or condition is forfeited, within a period of not more than
thirty (30) days.
(b) In all cases, the independent director has to submit an annual
statement at the end of the financial year of the company, indicating
whether or not a change in circumstances has occurred which might
impair his/ her independence.

Ninth Principle: Rules for Related Party Transactions
The company must adopt the highest degree of transparency and clarity when
it comes to Related Party Transactions (“RPT”). All such transactions must be
subject to review of the audit committee and approved by the board of directors
or general meeting (as the case may be) prior to execution.
Explanatory Notes and Guiding Procedures:
1. This principle aims to mitigate the risks of the influence of related
parties on the integrity of the company transactions and its financial
position. The principle is concerned with the disclosure of all relations,
transactions and obligations pertaining to any person or enterprise
related to the company.
2. A person is deemed a related party if such person:
(a) was a director of the company, its parent company or an of its
subsidiary or associate companies in the past twelve months.
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3.

4.

5.

6.
7.

(b) has significant influence on the company and its performance.
(c) is among the top senior executives of the company or its parent
company, such as the chief executive officer, general manager or an
employee who reports directly to the board.
(d) holds or controls 10% or more of the voting rights in the company,
its parent company or any of its subsidiary or associate companies.
(e) Is a first degree relative of any of the persons fulfilling the points a,
b, c and d above.
(f) Is an associate of any of the business entities stated in (3) below,
wherein he/ she holds individually at minimum 25% of the voting
rights.
An enterprise is deemed a related party if:
(a) It is a member of the same group, i.e. a parent enterprise, subsidiary
or an associate.
(b) It is a Joint venture of the company or related enterprises.
(c) Persons identified in (2) above hold jointly or severally at minimum
25% of voting rights or the right to direct their resolutions or have
signigifcant control thereof.
(d) It is a commercial enterprise the directors of which act according to
the company will.
(e) It is pension fund or end of service project providing end of service
scheme for the employees of the company or any of its related
enterprises.
The following entities are not deemed related parties:
(a) Financiers of the company.
(b) Labour syndicates, trade unions and federations.
(c) Public utilities (managed by the government or companies under
concession contracts).
The term (Related Party Transactions, “RPTs”) means the transfer or
exchange of resources, services or obligations between the company and
a related party, regardless of whether such a transaction was concluded
for a consideration.
When considering RPTs, it is imperative to look at the substance of the
relations and the extent of its influence on the integrity of the company
resolutions and transactions, and not to be confined to legal form only.
All related party transactions must be reviewed by the audit committee
95

Legislations Regulating the Public
Joint Stock Companies Listed on
the Market

prior to execution.
8. In case of RPTs, which the company enters into during the ordinary
course of its business, they all must be approved by the board prior to
execution.
9. In case of RPTs, which are extra-ordinary in nature or are not entered
into during the ordinary course of the company’s business, they all must
be approved by the general meeting prior to execution.
10. In the event of requesting prior approval of the general meeting, the
notice to the general meeting must include the following:
(a) Details of transactions as follows:
1. Name of the beneficiary related party.
2. Nature of the transaction, terms and conditions, and rationale.
3. Value of the transaction
4. Period of completion of the transaction.
5. Any other data related to the transaction.
6. An independent valuation must be carried out in case of
purchase or disposal of assets.
(b) A note explaining the opinion(s) of the audit committee and the
board regarding the proposed transaction, and an undertaking to
bear responsibility for the related party executing the transaction
as per the agreement.
11. Approval shall be granted on a case by case basis.
12. Approval must be explicit
for each case and not to be implicit. It
shall specify details of the transaction.
13. A related party cannot and shall not take part in voting over the resolution
regarding the transaction.
14. All RPTs must be disclosed, and segregating all payable amounts due to
them, and receivable amounts due from them.
15. The chairperson shall ensure sending details of all such transactions to
every shareholder along with the notice to the general meeting, covering
the RPT details as well as a statement signed by all directors, except the
related party, confirming that the transaction is fair and reasonable and
it is in the best interest in the company’s shareholders.
16. The annual report of the company must disclose details of all RPTs.
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17. Auditors, during the subsequent year audit, shall ascertain whether
the related party the discharge all of its obligations under respective
transactions.
18. International Financial Reporting Standards shall be used as a benchmark
when examining and disclosing such RPTs.
19. Transactions concluded in violation of these rules shall be considered
void and cannot be claimed against the company and shareholders. The
related party shall bear liability for all damages resulting therefrom.
Tenth Principle: Audit Committee and Internal Controls
The board of directors is the entity responsible for ensuring the veracity of
the company’ s transactions and risk management. Therefore, the board must
ensure, through its own committees, that the executive management has
in place robust internal controls and systems for risk management aimed to
safeguard shareholders’ interests and the company’s assets.
Explanatory Notes and Guiding Procedures:
1. The board of directors shall establish an audit committee (the
“committee”) and set out its terms of reference detailing: the names
of its members, its competences and functions, duties and any other
provisions relating to its work or tasks.
2. The board shall, when constituting the committee, abide by the following:
(a) The committee shall comprise of, at minimum, three directors, the
majority of whom shall be from the board’s independent directors.
(b) One member, at least, shall have finance and accounting expertise.
(c) In all cases, the chairperson of the committee must be selected
from the independent directors at the committee.
3. The committee has to assist the board in the following tasks:
(a) Validating and verifying the overall efficiency of the executive
management in implementing the operational directives and
guidelines set up by the board.
(b) Evaluating and monitoring the adequacy of internal control systems
and their efficiency.
(c) Creating policies for safeguarding the company’s human, material
and intellectual resources and assets.
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4. Meetings of the committee are deemed to have quorum if the majority
of independent directors of its membership are present.
5. The committee must elect in its first meeting its chairperson, provided
that the chairperson is an independent director. The board may name the
chairperson in the committee formation resolution. It is not permitted
to simultaneously hold the chairpersonship of any two committees
established by the board. Similarly, it is not permitted to combine the
chairpersonship of the board and that of the audit committee.
6. The chairperson of the audit committee cannot and shall not be a
member in any of other committees.
7. The audit committee shall submit to the board an annual plan through
which it shall discharge its tasks and competences.
8. The audit committee, at minimum, shall enjoy the following competences:
(a) Consideration and review of the internal audit system, and
consequently submitting an annual written report outlining its
opinion and recommendations.
(b) Consideration of the internal audit reports and follow up remedial
action with regard to the comments therein.
(c) Providing recommendations to the board of directors vis-à-vis
the appointment and removal of external auditors as well as
specifying their fees. The recommendation must bear in mind the
independence of such auditors.
(d) Following up the work of the external auditors and approving any
non- audit services which they are assigned during the audit process.
(e) Consideration of the audit plan in conjunction with the external
auditor and comment thereon.
(f) Consideration and follow up of the comments of the external
auditor on the financial statements.
(g) Consideration of quarterly and annual financial statement
prior to their presentation to the board, providing opinion and
recommendations.
(h) Consideration of the adopted accounting policy, providing opinion
and recommendations thereon to the board.
(i) Ascertaining the adequacy and sufficiency of the internal control
systems, either through examining the regular reports of internal
and external auditors or appointment of external consultants.
(j) Overseeing the preparation of financial statements including but
not limited to the following:
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1. Review annual and quarterly financial statements prior to
publication.
2. Review the reservations and qualifications of external auditors in
the draft financial statements (if any).
3. Discuss accounting principles in general, focusing on any changes
in accounting policies and principles that had taken place and
their impact on the financial position of the company.
4. Ensure compliance with disclosure requirements prescribed by
CMA.
(k) Serving as a communication channel between the board, external
auditors and the internal auditor.
(l) Reviewing the details of all proposed RPTs, and providing appropriate
recommendations to the board.
(m)Devising a risk management plan, obtaining approval by the board
and following up its implementation. The plan shall, at minimum,
include the following:
1. Key risks which the company is exposed to and their probability
(risk appetite).
2. Mechanisms for identification, measurement and monitoring of
these risks.
3. Mechanisms for periodic examination, detection and reporting of
risks (especially new risks).
4. Means to mitigate risks , if avoidance is not possible.
(n) Setting and reviewing the company policies pertaining to risk
management, taking into account the company business, changes
in market conditions and the company’s investment and expansion
tendencies and approach.
(o) Setting up an executive programme for risk management in the
company, and providing training or orientation to the board and the
executive management.
(p) Submitting analytical reports periodically, or as directed by the
board, on risk status and management.
(q) The committee may seek the assistance of any other entity on a
consultancy basis to assist the committee in performing its duties.
(r) The committee shall submit its recommendations to the board at
the time determined by the board.
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9. The committee, in addition to the powers and authorities stated in its
formation resolution shall, to effect its functions, have the following
powers and authorities :
(a) Request the presence of the financial manager and head of internal
audit in its meetings.
(b) Request information from any employee of the company.
(c) Seek advice and assistance from professional and competent
persons.
10. The committee has to hear the views of external auditors prior to
submitting accounts to the board for resolution.
11. The committee has to meet with external and internal auditors separately,
at least once per annum, to hear their views and to consult them vis-àvis enhancing the level of corporate governance and compliance.
12. Internal auditors, under the supervision of the audit committee, have
to review internal control systems pertaining to financial statements,
to ensure their proper design, implementation and execution in every
operational aspect of the company.
Eleventh Principle: Nomination and Remuneration Committee
The company shall adopt a transparent method in preparing the nomination
policy targeting directors of high competence and calibre, without prejudice to
the right of any of the shareholders to stand for election or to nominate whoever
they see fit. The company shall develop a proper remuneration and incentives
policy to attract competent executives with proper wages and remuneration.
Explanatory Notes and Guiding Procedures:
1. The board shall establish a nomination and remuneration committee
(the “committee”) with the aim of assisting the general meeting in
the nomination of proficient directors and the election the most fit for
purpose. Moreover, the committee aims to assist the board in selecting
the appropriate and necessary executives for the executive management.
2. The board shall set out written and published terms of reference for the
committee detailing: names of the members, its competences, functions
and responsibilities in addition to any other provisions relating to its
work.
3. Subject to the provisions of Administrative Decision No. 11/2005 on the
rules of remuneration and sitting fees for directors of public joint stock
companies, the committee shall exert its efforts to assist the company in
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4.

5.

6.
7.

formulating clear, credible and accessible policies to inform shareholders
about directors’ and executives’ remuneration. However, additional
performance based criteria have to be used to determine the bonus
and remunerations of the chief executive officer and senior executive
management.
The board, while constituting the committee, shall take into consideration
the following points:
(a) The committee shall comprise of, at minimum, three directors.
(b) The committee shall convene at least twice per annum.
The committee must elect in its first meeting its chairperson. The board
may name the chairperson in the committee formation resolution. It is
not permitted to simultaneously hold the chairpersonship of any two
committees established by the board.
The committee shall submit to the board an annual plan and of action.
The committee shall, at minimum, have the following competences:
(a) Provide succession planning for the executive management.
(b) Develop a succession policy or plan for the board or at least the
chairperson.
(c) Prepare detailed job descriptions of the role and responsibilities
for directors including the chairperson. This will facilitate orientate
directors towards their tasks and roles, and appraise their
performance .
(d) Look for and nominate qualified persons to act as interim directors
on the board in the event of a seat becomes vacant.
(e) Notwithstanding the articles of association of the company, look
for and nominate qualified persons to assume senior executive
positions, as required or directed by the board.
(f) Prepare a bonus, allowances and incentive policy for the executive
management.
(g) Review such policies periodically, taking into account market
conditions and company performance.
(h) Taking into consideration avoiding conflict of interests, the
committee may, upon obtaining the approval of the board, seek the
assistance and advice of any other party in order to better deliver
its tasks.
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Twelfth Principle: External Auditors
The board of directors is the responsible authority for the veracity of the
financial statements, which are presented to the shareholders through the
external auditors, who are appointed by the general meeting to ensure that the
annual statements presented to the shareholders are free from any material
misstatement or misrepresentation.
Explanatory Notes and Guiding Procedures:
1. The audit committee shall invite three proposals from among the audit
firms approved by CMA. The audit committee shall provide a justified
recommendation to the board to select on the competing firms to be
appointed as the external auditor for the company. If the board approves
the recommendation, then it will list it in the agenda of the ordinary
annual general meeting.
2. The ordinary annual general meeting shall appoint the external auditor
for a term of one financial year, renewable for other similar terms,
providing they do not exceed four (4) consecutive financial years. After
completion of fourth consecutive year, the firm may be reappointed
once again only after a cooling off period of two consecutive years.
3. The external auditor appointed by the general meeting to audit the
companys accounts is prohibited from providing non-audit services,
which do not fall within normal audit work, in order to maintain its
impartiality and independence.
4. The external auditors, as part of their audit procedure, must report to
the shareholders any significant concern(s) that come to their attention
such as the following:
(a) The adequacy and efficacy of the internal control systems currently
in place in the company.
(b) Ability of the company to continue its operation. This view is
expressed separately from the board’s view.
(c) Extent of coverage of the company’s regulations and bylaws,
adequacy of such regulations and bylaws and compatibility with the
company’s circumstances; and the degree of faithfulness in their
implementation. .
5. The external auditors shall report to the board all detected or suspected
violations. In case, the detected or suspected violations are material, the
respective regulatory authority must be provided with a copy of the
aforementioned report, without permission of the company or board of
directors.
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6. The external auditors of the company have to ensure that the audit
system and internal controls related to the financial statements have
been designed and implemented efficiently and in ways that will limit
the risks of financial falsification or misrepresentation.
Thirteenth Principle: Corporate Social Responsibility
Corporate Social Responsibility (“CSR”) is linked to the company purposes and
activities. The company shall seek to exercise its role as good citizen and to
mitigate any adverse impact of its activities on the national economy, community
or environment at large.
Explanatory Notes and Guiding Procedures:
1. The company (represented by the board of directors) has to develop a
CSR charter or code. The board shall task the executive management or
an external consultant to provide a policy proposal for approval by the
board.
2. The executive management shall set out a strategy or an annual plan,
through which it will deliver the company’s CSR philosophy, policies,
and community-based principles. The strategy or plan has at minimum
outline the following items:
(a) Allocated budget.
(b) Available support and participation means.
(c) The values and principles which the company seeks to disseminate
through the different CSR activities.
(d) Community segments or social fields targeted by the company.
3. The annual report shall contain a special report on CSR activities detailing
such activities, expended amounts, and its impact and sustainability
assessment.
Fourteenth Principle: Annual Reports
Annual reports of the company shall indicate whether the practices of the
board, the directors and the executive management is in line with the principles,
standards and best practices of good corporate governance.
Explanatory Notes and Guiding Procedures:
1. The annual report shall contain a summary of the management
deliberations and analysis in addition to the board’s opinion on the
following matters:
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(a) The approach adopted by the company in executing its business
and development proposals
(b) Investment opportunities and challenges.
(c) Analysis of the company products
(d) Detailed explanation of the company business and operations.
(e) Risks encountered by the company.
(f) The internal audit and control systems and their adequacy.
(g) Discussion over the financial and
operational performance
of the company.
2. The annual and quarterly financial statements, price reports and those
reports submitted to the regulators, which are prepared by the board,
shall contain balanced and understandable evaluation of the company
accounts.
3. The company’s annual reports shall contain a separate chapter on
corporate governance highlighting extent of compliance with the
requirements of this Code. Such chapter shall include, at minimum, the
items and requirements set out in Annexure No. (3).
4. The auditors’ report shall contain an affirmation that the above mentioned
annual report is free from any material misstatement or representation.

104

Legislations Regulating the Public
Joint Stock Companies Listed on
the Market

Annexures
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Annexure No. (1):
Minimum information that must be provided to the board
1.
2.
3.
4.

Estimated capital and operating budget and any updates.
Quarterly results of the company.
Minutes of the board committees.
Information on recruitment, resignation, removal and remuneration of
key personnel.
5. Material notices of penalties, fines and causes.
6. Serious accidents, dangerous incidences and pollution related
problems.
7. Material default in financial obligations to or by the company.
8. Matters pertaining to possible public suits or product liability claims of
substantial nature.
9. Joint venture agreements.
10. Transactions involving substantial payment towards intellectual
property, goodwill and royalties .
11. Problems arising from industrial and commercial relations, including
new wage agreement.
12. Sale of investment and assets which are not in the normal course of
the company’s business.
13. Statement of compliance, or not thereof, with any regulatory
requirement.
14. Details pertaining to the possibility of the company’s exposure to risks
of fluctuations in foreign currency exchange rates, and steps taken to
hedge such risks.
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Annexure No. 2:
Standards of Professional Conduct
1. Professionalism
(a) The director is required to possess adequate knowledge for the
performance of his duties as director. He/ she should acquaint him/
herself with developments in the respective field of knowledge through
continued education and endeavour to improve his/ her efficiency as
director.
(b) The director is responsible for comprehending the functions of the
company (he/ she is directing) and realising all of its directs and indirect
aspects. He/ she has to be fully aware of the company affairs, business
and operations.
(c) The director is required to comply with the Code and ensure the
company’s compliance with the same.
2. Due Diligence
(a) The director has to act with due diligence and all necessary care in
discharging his/ her duties as director.
(b) The director must assist the board of directors in improving the
management of the company to safeguard and enhance the shareholder’s
interests.
(c) The director has to attend all the meetings of the company and
contribute effectively to discussions, save where there is an ethical or
legal preclusion. In case a director is unable to attend any meeting, he
shall arrange for obtaining leave for absence as per the procedures set
out by the board.
3. Integrity
(a) The director shall be honest at all times and act in good faith in the best
interest of the company.
(b) The A director must exercise and maintain independence in judgment
and resolutions at all times. He/she must take reasonable steps to be
convinced of the soundness of the resolutions of the board.
(c) The director shall at all times avoid any compromise to his/ her
independence.
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(d) The director who is appointed at the instigation of a major shareholder
shall act in the interest of the company and shareholders in general, and
not only the interest of the shareholder who has nominated him/ her.
Where obligations to other persons or bodies preclude a director from
taking an independent position on an issue, he/ she must disclose this
position and refrain from taking part in the board’s consideration of the
issue.
4. Conflict of Interests
(a) The director must at all times maintain transparency, avoid personal
and professional conflicts of interest and disclose all direct or indirect
contractual interests with the company.
(b) The director shall not abuse or exploit his/ her board membership of
the board to gain an appropriate advantage. More specifically, he/ she
shall maintain confidentiality of all information he/ he obtains in his/ her
capacity as director and shall not use such information inappropriately.
(c) The director must make sure that any information which is not yet
publicly available, or which would have a material effect on the price of
the company’s securities or firm value, is not provided to anyone who
may influence subscriptions, offers of, buy and sell shares.
(d) The director shall not take advantage of his/ her board membership
directly or indirectly, or gain personal benefits to him or any related
party.
(e) The personal interest of a director or related parties must not take
precedence over those of the company’s shareholders in general.
(f) Full disclosure of any actual conflict or potential conflict of interest must
be made to the board. If the situation has not been addressed properly,
one must take into consideration the importance of potential conflicts,
related or expected results.
(g) In case a conflict arises, the director must refrain from participating in
deliberations and voting over the subject of conflict. It is preferred that
the conflicted director exit from the meeting at the time of debate over
the subject of conflict of interests.
(h) In case a director receives documents pertaining to a matter which carroes
a potential conflict of interests, he/she shall return such documents to
the chairperson or company secretary stating the potential conflict of
interest.
(i) In all of the above cases, the board should consider whether or not the
expertise of the conflicted director is pivotal for the board to form an
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opinion, and whether the board can avail of or access such expertise by
other means, mitigating in the process, the impact of conflict of interests.
(j) In case of continuing material conflict of interest the director must
carefully consider resignation from the board.
(k) The director is prohibited from improper use of information which he/
she acquires ex officio. The prohibition applies irrespective of whether
or not the director or a related party would benefit directly or indirectly,
or the company would be harmed.
(l) The director shall hold fast to and comply with all regulations and
directives pertaining to selling and buying company shares as well as
share trading regulations and controls laid out by the board. A director
shall not deal in the shares of the company based on short term
considerations.
5. Compliance with the Law
(a) The director shall obtain knowledge of the legal and regulatory framework
in which the company operates.
(b) The director should take necessary measures to ensure his/ her
compliance and the compliance of the company with all the relevant
laws and regulations.
(c) The director shall obtain, where necessary, legal, financial or professional
advice on the company affairs or on discharging of his/ her fiduciary
duties and obligations.
(d) In case a director suspects a conflict of interest or doubts the objectivity
of the advice he/ she obtained, he/ she should obtain advice from
independent advisors or consultants, other than those of the company.
6. Access to Information
(a) The director should insist on obtaining full, adequate and timely and
cumulative information on all material developments in the company.
(b) The director must employ such information to the benefit of the
company, whereby he/she shall be an effective director, and cognizant
of the company evolution. Moreover, he/ she would take the lead in the
decision making process within the board of directors. In addition, he/
she would foresee any aspect or implication for any developments of the
status quo of the company.
(c) The director should insist on providing sufficient and timely information
to all directors with ample time to consider the issues brought before
them.
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(d) In case the information provided was not complete or sufficient,
directors must make appropriate objection to the shortcoming of the
management in providing such information. If the circumstances require
so, directors may abstain from voting on a particular issue on the basis
of non- availability of sufficient time to appropriately consider the issue.
A director may request to record his/ her abstention and its causes in
the minutes of the meeting. It might be appropriate to vote against the
resolution or attempt to have it postponed until appropriate information
is available.
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Annexure No. (3):
Items to be covered in the report on corporate governance
1. The company’s philosophy vis-à-vis the principles of corporate governance
and a detailed report on how the company has applied those principles.
2. Board of Directors
2.1 Composition and category of directors for example independent
director and nominee director for institutions represented as lender or
as equity investor.
2.2 Board meeting and the last general meeting attendance for each
director.
2.3 Number of other
boards or board committees where the
director is a member or chairperson.
2.4 Number of board meetings held and dates.
3. Board committees
3.1 Brief description of terms of reference of these committees.
3.2 Composition, names of members and chairperson.
3.3 Meetings and attendance during the year.
4. Process of nomination of directors
5. Remuneration
5.1 Total of remuneration (bonus, sitting fees, etc.) paid to all directors.
5.2 Total remuneration paid to top executives (top five) including
salary, benefits, allowances, bonuses, options, gratuity and pension
etc.
5.3 Details of performance based bonuses, awards and incentives along
with performance criteria.
5.4 Employment contracts, notice periods and severance fees.
6. Details of non-compliance by the company
Penalties and strictures imposed on the company by the MSM or CMA or any
other regulatory authority during the past three years.
7. Channels of communication with the shareholders and investors:
7.1 Verifying that quarterly results are sent to each shareholder and the
procedures followed accordingly.
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7.2 Posting such results on the website, if any.
7.3 On the internet if the company website is displaying
official press releases.
7.4 Presentations made to institutional investors or analysts.
7.5 Annual report if management deliberations and analysis are contained
therein.
8. Market Price data
8.1 Highest/ lowest share price during each month of the last financial
year.
8.2 Performance in comparison with MSM index (for the relevant sector).
8.3 Distribution of shareholding.
8.4 Outstanding
securities or any convertible instruments, conversion
date and likely impact on equity.
9. Specific aspects where the provisions of corporate governance have not
been complied with and reasons for such non-compliance.
10. Explanatory notes and professional profile of the statutory auditor.
11. Any other important matter.
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Glossary:
a. General Management Framework of the Company: means all or any of
the following : articles of association, management agreements, systems,
internal regulation and other administrative decisions.
b. Independent director: means the director who is independent and have
experience, proficiency enabling him to support the decision making process
and company management to serve its purposes and objects.
c. Non-executive director: Means the director who is not exclusively engaged
in directing the company (i.e. he/ she is not an employee), or who does not
draw a monthly or an annual salary from the company
d. First degree relative: includes the father, mother, sons, daughters and
spouse or spouses.
e. Specialised Committees or Committees: Board committees as provided for
in Chapter six of this code.
f. Executive office: every person reporting to the chairperson or chief executive
officer.
g. Parent company: means the enterprise holding at least 50% of the capital
of the company.
h. Subsidiary company: means the enterprise the company holding 51% of its
capital.
i. Associate company: means the enterprise the company holds 20% of its
capital.
j. Key management executives: Persons having powers and authority and
responsibility in planning, directing and monitoring the business of the
company directly or indirectly.
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Ministerial Decision 173/2002
On the rules and conditions for election of directors of public
joint stock companies and their responsibilities
Pursuant to the provisions of the Commercial Companies Law No. 4 / 74 as
amended; and
In the Interest of the public
I has been decided
Article (1):

The enclosed Rules and Conditions on the election of directors
in public joint stock companies and their responsibilities shall be
come into force.

Article (2):

Public joint stock companies must amend their Articles of
Association to comply with these rules and conditions.

Article (3):

This decision shall be published in the official gazette and shall
come into force with effect from its date of publication.

						
Maqbool Ali Sultan
					
Minster of Commerce and Industry
Issued on: 16th Sha’ban 1423H
Corresponding to: 23rd October 2002
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Rules and conditions for the election of directors in public jointstock companies and their responsibilities
Article (1): 1. The directors shall be non executives and shall not be working
for the company in consideration of a fixed monthly or annual
remuneration.
2. A minimum of one third of the directors must be independent
directors, provided however, their number shall not be less than
two independent directors.
The director shall not be deemed independent in any of the
following cases:
(a) If holds ten percent (10%) or more of the company shares
or the shares of parent company or subsidiary or associate
companies.
(b) If representing a juristic person who holds ten percent
(10%) or more of the company’s shares or the shares of
parent company or subsidiary or associate companies.
(c) If a senior executive or employee of the company during
the two years preceding the candidacy as director , or
parent company or subsidiary or associate company. Or
an employee of any of the parties contracting with the
company including external auditors, suppliers and civil
societies who received a support of more than 25% of the
annual budget of such societies or holding twenty percent
(20%) of the shares of any of the said parties..
(d) If a director of the parent company or subsidiary or associate
company of the company to which he stands as candidate
for its board.
(e) If a first degree relative of any of the directors of the company
or parent company or subsidiary or associate company and
senior executives in the management of the company or
parent company or subsidiary or associate company.
(f) If have financial or economic relationship with the company
or any of its subsidiaries or held by it or associates.
3. A minimum of one third of the directors must be independent
directors. That is to say, such directors or any of their first degree
relatives should not have occupied any senior post (such as the
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Chief Executive Officer, the General Manager or similar posts in
accordance with the organizational structure) in the company for
the last two years. Also they should not have had any relations
with the company, its parent company or its affiliated or sister
companies which could result in financial transactions.
4. The restriction stipulated by Article 95 of the Commercial
Companies law must be observed upon the election of the
chairman of the board.
5. A juristic person shall not be represented with more than one
director in the board.
Article (2):

Subject to Articles 95 and 107 of the Commercial Companies
Law, nominees to the membership of the board, in addition to
the stipulations of the Articles of Association of the company,
must:
1. be of good conduct and sound reputation;
2. be at least 25 years old;
3. not be unable to settle his indebtedness to the same
company to which he is lodging his nomination forms to
become a member of its board of directors;
4. not be declared insolvent or bankrupt unless the state of
insolvency or bankruptcy has ceased pursuant to the law;
5. not be convicted of a felony or dishonorable crime unless
rehabilitated;
6. not be a member or a representative of a juristic person
in more than four public joint stock companies based in
the Sultanate of Oman once appointed to the board in
question;
7. be authorised to nominate himself to the membership
of the board of directors by the juristic person if he is
nominated with such capacity;
8. Not be an employee or director of a public or closed joint
stock company which is based in the Sultanate of Oman
carrying out similar objectives to that of the company
which he intends to stand as candidate for its board of
directors.
9. present an acknowledgement which contains a statement
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of the number of his shares if he is a shareholder and that
he will not dispose of them to the extent that he shall be
deprived of his status as a shareholder in the company,
throughout the term of his office.
Article (3):

Those who wish to nominate themselves to the membership of
the company’s board must submit an application form pursuant
to the pro-forma prepared by the Capital Market Authority
during the specified period which expires at least 10 days before
the date fixed for the general meeting which will be electing the
board’s members.
The company shall review the nomination application forms to
ensure that the candidates satisfy the required conditions. The
company shall lodge the forms with the Capital Market Authority
at least 4 days before the expiry of the term mentioned in the
previous paragraph.

Article (4):

The directors shall be elected by direct secret ballot by the
shareholders. Each shareholder shall have a number of votes
equal to that of the shares held by him. A shareholder shall
have the right to use the entirety of his votes in support of one
nominee or divide his shares among other nominees of his
choice through the voting card. It follows from that that the total
number of votes given to the nominees by one shareholder must
be equal to the number of shares owned by him.

Article (5):

The membership of those elected in violation of the previous
provisions shall be null and void with effect from the date of their
election. The company’s board must call a general meeting to
elect another member within a maximum period of one month
from being aware of the nullity. The company shall have the right
to claim damages, which results from this violation, from the said
member or anyone who took part in facilitating his participation
in the elections .
If a director falls short of any of the conditions necessary for the
membership, he must notify the board accordingly. The office
of such director shall be considered vacant with effect from the
date of notification, otherwise, he shall cease to be a director
with effect from the time when the company became aware of
this without prejudice to his liability under the law. The vacant
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office shall be filled pursuant to the provisions of Article 98 of the
Commercial Companies law.
Article (5) bis: “ Where a general meeting is held to elect the directors and
the number of candidates is less than the number of directors
specified in the Articles of Association of the company, the general
meeting shall be called to convene latest within two months from
the date of the aforementioned meeting to elect the remaining
umber of directors after taking nomination procedures.”
Article (6):

Directors of a public joint stock company shall be jointly liable,
without prejudice to their personal or criminal liability, for
their acts which violate the provisions of the Commercial
Companies law or which are in detriment of the company or the
shareholders’ rights as a result of failing to assume their powers
and responsibilities and particularly the powers set out in the
following article.

Article (7):

The board of directors shall be responsible for the following:
1. To approve the company’s commercial and financial policies
together with its estimated budget with a view to achieving
the objects of the company and to maintain and promote the
rights of its shareholders;
2. To develop, review and update necessary plans from time to
time in order to put into operation the company’s objectives
and carry out its activities in the light of the purpose
underlying its establishment;
3. To adopt the company’s disclosure measures and to follow up
the implementation thereof in accordance with the disclosure
rules and guidelines issued by the Capital Market Authority;
4. To supervise the performance of the executive management
and to ensure that the work proceeds in a manner which
achieves the company’s objectives in the light of the purpose
underlying its establishment;
5. To provide accurate information to the shareholders on
the dates specified by the Capital Market Authority in the
disclosure rules and guidelines;
6. To appoint the Chief Executive Officer or the General Manager
provided that neither of them shall be the chairman of the
board of directors. Also, to appoint staff who shall work with
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7.

8.

9.

10.

11.

12.

any of them pursuant to the organisational structure of the
company and to specify their rights and duties;
To appraise the performance of the employees mentioned in
the previous item and to assess the work carried out by the
committees formed by the board pursuant to article 102 of
the Commercial Companies law;
To approve the financial statements related to the company’s
business and work results as submitted to the executive
management to the board quarterly in away which reflects
the exact financial position of the company;
To include in the annual report presented to the general
meeting the reasons which justify the ability of the company
to pursue its specified activities and the achievement of its
objectives;
To appoint a secretary to the board in its first meeting and
to hold four meetings per annum provided that a maximum
period of four months should lapse between each two
consecutive meetings;
Formation of subcommittee to be named “ Nomination
and Remuneration Committee” to undertake consideration
of candidacy applications for the board of director and to
determine the directors’ remuneration.
To include in the financial statements a full statement of all
amounts which a director might have received during the
course of each year including money paid to directors in their
capacity as employees of the company.

Article (7) bis: “Directors of public joint stock companies shall not interfere in
the daily business of the company nor any of them can act as
managing director.
Article (8):

The Capital Market Authority shall conduct an investigation
into the violations of a director/directors of public joint-stock
companies which jeopardizes the capital market or the rights
of shareholders. If the occurrence of such violations is proved,
either of the two following measures shall be taken without
prejudice to the provisions of law relating to liability:
1. To request from the board of directors to eliminate the
causes of violation by a date to be specified by the Capital
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Market Authority. The Capital Market Authority shall
demand the board to take the necessary measures to call a
general meeting in order to dismiss the director/directors
who caused the violation if the reasons behind it are not
remedied on the specified date.
2. To request the calling of a general meeting to consider
the dismissal of the director/directors who caused the
violation if the reasons behind it are not remedied on
the specified date or if such remedy is impossible or has
become impossible.
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Administrative Decision
4 / 2002
Rules for internal regulations to regulate the management of the
company, its business and personnel affairs
Pursuant to the provisions of the:
Commercial Companies Law No. 4 / 74 as amended; and
The Capital Market Law No. 80 / 98 as amended; and
The decision of the board of Capital Market Authority dated 25 November
2002; and
in the interest of the Public
It has been decided
Article (1):

The attached Rules shall be applied in framing the internal
regulations regarding the management of the company, its
business and the affairs of its employees.

Article (2):

This decision shall come into effect from the date of its issue.

					
					

Maqbool bin Ali bin Sultan
Chairman, Capital Market Authority

Issued on 25 December 2002
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Rules of internal regulations of management of public joint stock
companies, their business and personnel affairs
Article (1):

Every Public joint stock company shall have manuals enumerating
/ detailing their systems of internal regulation, covering different
aspects of the company’s business, and shall include the following
minimum issues:
1. Organizational chart clearly stating the hierarchy of staff,
their respective powers and duties and the reporting
structure
2. Authority, with respective limits, to approve expenses and
the cash disbursements.
3. Sitting fees, remuneration and other benefits to the
members of the board and its sub committees and the
basis of calculating such remuneration and/or benefits.
4. Policies related to purchase and other transactions of the
company (works and procurement manual).
5. The minimum information to be placed before the board
of directors.
6. Authorities, functions and responsibilities of the executive
management and sub committees of the board.
7. Human resources policies on compensation structure,
appointment, development and training, promotion,
cessation of services and other relevant aspects.
8. Investment policy of the company and the related
procedures.
9. Related party transactions
10. Policies and procedures regarding disclosure of material
information on time to the public, CMA and MSM. This
shall include procedures to classify/identify the material
information and the determination of the right of access
to various officers.
11. Such other issues as deemed necessary by the board.

Article (2):

The board of directors shall, at least annually, conduct a review
of the effectiveness of the company’s systems of internal control
and state in their report to the shareholders that they have done
so.
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Article (3):

The executive management shall function according to the duty
cast on them as per organizational manual approved by the
board specifying the roles and responsibilities. The board shall
approve a formal and comprehensive delegation of its power.
The executive management shall follow the instructions of the
board and its sub-committees in order to put its policies into
action and the management shall be responsible to the board in
this matter.

Article (4):

The chairman report, which is considered as integral part of
annual audited and interim financial statements, shall include a
statement ensuring that the company is in compliance with their
respective internal regulations and control systems.
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Administrative Decision 6 / 2002
(Rules of constitution of Audit Committee and appointment of
Internal Auditor and Legal Advisor)
Pursuant to the provisions of:
The Commercial Companies law No. 4 / 74 as amended; and
The Capital Market Law No. 80 / 98 as amended; and
The decision of the board of directors of Capital Market Authority dated 25
November 2002; and
in the interest of the Public
It has been decided
Article (1):

The attached Rules shall be applied in the matter of constitution
of Audit Committee and appointment of Internal Auditor and
Legal Advisor for public companies.

Article (2):

This decision shall come into effect from the date of its issue.

					
					

Maqbool bin Ali bin Sultan
Chairman, Capital Market Authority

Issued on 20th of Shawal 1423 H
Corresponding to 25 December 2002
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Rules of the constitution of Audit Committee and appointment of
Internal Auditor and Legal Advisor
Article (1):

The board shall set up an audit committee in accordance with
the following guidelines:
1. The committee shall comprise of at least 3 members all
being non-executive directors (the member of the board
who is not an employee drawing any fixed monthly or
annual salary from the company), a majority of them being
independent (such directors or any of their first degree
relatives should not have occupied any senior post such as
the Chief Executive Officer, the General Manager or similar
posts in the company in the last two years. Also they should
not have had any relation with the company, its parent
company or its affiliated or sister companies which could
result in financial transactions).
2. The chairman of the committee shall be an independent
director.
3. At least one member shall have finance and accounting
expertise.
4. The audit committee shall meet at least 4 times a year with
majority of independent directors remaining present.
5. The decision of setting up the committee shall also
specify the terms of reference, place and quorum of the
meeting and description of the method of discharge of the
responsibilities.
6. The board shall approve the working plan of the committee
prepared by it in clear terms. The plan should specify
objectives, membership, powers, date of the meetings,
tenure, responsibilities, liabilities and remuneration of its
members.

Article (2):

The Audit Committee shall have the following functions and
responsibilities:
1. Considering the name of the auditor in the context of their
independence (particularly with reference to any other
non audit services), fee and terms of engagement and
recommending its name to the board for putting before
AGM for appointment.
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2. Reviewing audit plan and results of the audit and as to
whether auditors have full access to all relevant documents.
3. Checking financial fraud particularly fictitious and
fraudulent portions of the financial statement. They should
put in place an appropriate system to ensure adoption of
appropriate accounting policies and principles leading to
fairness in financial statements.
4. Oversight of the internal audit function in general and with
particular reference to reviewing of scope of internal audit
plan for the year, reviewing the reports of internal auditors
pertaining to critical areas, reviewing the efficacy of the
internal auditing and reviewing as to whether internal
auditors have full access to all relevant documents.
5. Oversight of the adequacy of the internal control system
through the regular reports of the internal and external
auditors. They may appoint external consultants if the
need arose.
6. Oversight of financial statements in general and with
particular reference to review of annual and quarterly
financial statements before issue, review of qualifications
in the draft financial statements and discussion of
accounting principles. In particular, change in accounting
policies, principles and accounting estimates in comparison
to previous year, any adoption of new accounting policy,
any departure from International Accounting Standards
(IAS) and non-compliance with disclosure requirements
prescribed by CMA should be critically reviewed.
7. Serving as a channel of communication between external
auditors and the board and also internal auditors and the
board.
8. Reviewing risk management policies and looking into the
reasons of defaults in payment obligations of the company,
if any.
9. Reviewing proposed specific transactions with related
parties for making suitable recommendations to the board
and setting rules for entering into small value transactions
with related parties without obtaining prior approval of
audit committee and the board.
Article (3):

The audit committee shall have powers including seeking the
presence of the finance head and head of the internal audit
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department as invitees to the meetings of the audit committee,
seeking the advice and attendance of any person (even outsiders)
with relevant expertise if considered necessary and to seek
information from any employee of the company.
Article (4):

The audit committee shall hear the views of internal and external
auditors separately, at least once every year, without the presence
of the management.

Article (5):

The audit committee shall hear the views of the external auditors
before forwarding the annual accounts to the board for approval.

Article (6): a. Every public joint stock company shall have a legal advisor either
by appointment of full time employee or through outsourcing
from a licensed firm in the Sultanate.”
b. Every public joint stock company shall have an Internal Audit Unit
through appointment of full time employees.
Existing companies with a capital of less than RO 5 million shall be
exempted. They may outsource through contracts with licensed
firms in the Sultanate to carry out the tasks of Internal Audit Unit.
External Auditors of the company shall not carry out the tasks of
the Internal Audit Unit of the Company.”
c. The internal audit unit and legal advisor shall be appointed by
the board of the company. The power to terminate the services
or accept their resignations shall also rest with the board of the
company.
Article (7):

The internal audit unit shall have the following functions and
duties:
1. To review and/or examine the procedures and internal
control of the company, which were prepared to ensure
the company’s compliance with the legal requirements,
the internal regulation of the company and the procedures
of the company and also to assist the management of the
company in identifying the weakness in the company and
to recommend appropriate procedures to remove the
weakness.
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2. Providing information to the board / management about
the adequacy and effectiveness of the company’s system of
internal administrative, accounting and financing controls
and the quality of operating performance when compared
with established standards.
3. Reviewing the ways and means to safeguard assets
4. Reviewing internal administrative and accounting controls,
both manual and automated, designed to safeguard
resources and ensure compliance with laws and regulations.
5. Reviewing all operational areas for their stewardship
of resources and compliance with established policies,
procedures and internal regulations.
6. Establishing and maintaining a quality assurance program
to evaluate the operations of the internal auditing
department. The purpose of this program is to provide
reasonable assurance that audit work conforms with the
Standards for the international and professional practice
of Internal Auditing. A quality assurance program includes
training, supervision, internal reviews and external reviews.
7. Participating in manual and automated system design as
an advisor upon internal controls.
8. Reviewing general controls in the Data Processing
Division and any user department area with access to the
administrative computer.
9. Reviewing the controls in systems to ensure the reliability
and integrity of information and ensuring that the reports
and financial statements required by regulatory authorities
submitted on time.
10. Promoting the awareness of risk management issues, and
ensuring that the members of the board and employees
have been informed about the legal requirements,
Government guidelines, code of conduct and ethics,
internal regulation and any changes thereon from time to
time
11. Auditing capital projects
12. Preparing written audit reports on the results of all
audit engagements, including any recommendation for
improvement.
13. Including in the annual audit plan time to follow-up on
significant findings from previous audits.
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14. Review the complaints and recommendations from all stake
holders viz. employees, suppliers, customers, shareholders,
etc and address their compliants and recommendations
appropriately.
15. Any other function as decided by the audit committee /
board of the company.
Article (8):a. The scheduled plan of internal audits for the year shall be
prepared by the internal auditor, before the commencement of
the year, and shall be approved by the audit committee / board
of directors. The plan shall include an allocation of time for all
assignments. In cases where the functions of internal audit unit
is out-sourced, the contract of service shall state clearly the
scope of work assigned to the internal auditor and such contract
together with the scope of work, shall be approved by the audit
committee / board of directors.
b. During the course of the year, amendments to the plan may be
made, after due approval of the audit committee / board of
the company. Special audits, not included in the plan may be
conducted after being initiated / recommended by the audit
Committee.
Article (9):a. The internal audit unit shall have the right of full, free and
unrestricted access to all property, personnel and records of the
company.
b. The internal audit unit should have a high degree of independence
and shall not be assigned duties or engaged in activities that he
or she would normally be expected to review or appraise.
Article (10):

The internal audit unit shall submit the internal audit reports to
general manager/ CEO of the company (with copies marked to
audit committee/ board of the company) at least twice every
year. Both the reports shall be submitted, before the completion
of the statutory audit of the company.

Article (11): I. The Internal audit unit shall be responsible for written reporting on
audit findings. Upon completion of the audit, a preliminary report
shall be prepared and reviewed with the audited department.
The purpose of this review will be to resolve differences on
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questions of fact and to ensure mutual understanding of the
findings and recommendations.
II. Following the preliminary audit report review, a final report for
each audited function shall be prepared and submitted to the
general manager / CEO with copies marked to audit committee /
board of directors.
Article (12):

The functions of the legal advisor shall be the following:
1. Ensuring the company’s compliance with the applicable
laws, regulations and the internal regulation of the
company.
2. Preparing, reviewing and approving the memorandum of
associaiton and articles of association and carrying out any
further appropriate amendments to it in accordance with
the applicable laws and regulations.
3. Reviewing and ensuring that the prospectus is, except
of financial data, in confirmation with the provisions of
applicable laws and regulation of the Sultanate of Oman,
and the company’s article of association and its internal
regulations. The legal advisor shall further confirm that,
according to the information made available to him and
after reviewing the minutes of the board and shareholders
meeting, the promoters//founders and the board of
director has not concealed or ommitted or provided any
misleading information in the prospectus.
4. Preparing, reviewing and approving all contracts and
agreements which the company enters into, to ensure the
adequacy and compliance with legal requirements.
5. Reviewing and approving the agenda for the board and
shareholder meetings, and ensuring that the provision of
the Commercial Companies Law and Ariticles of Association
are complied with, in providing adequate and timely notice
to convene and conduct the meetings.
6. Being responsible, together with the directors, for
proper invitation and conduct of the board meetings and
shareholders meetings. The conduct of meeting shall
include verifying the presence of quorum, appointment of
chairman of the meeting, presence of statutory auditor’s
representative in general meeting and other statutory
requirements
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7. Reviewing and approving the minutes of the board and
shareholders meetings to ensure that the contents and the
form of the minutes is in compliance with the applicable
laws, regulations, article of association and internal
regulation of the company.
8. Reviewing and preparing the “election form” which is
required to be filed by the nominees of directorship.
He shall ensure that the election form contains all the
information required/stated in the form. He shall further
ensure that the election is conducted in accordance with
the applicable laws and regulations.
9. Examining and advising on legal issues in the matters of
reported occurrences of fraud, embezzlement, theft, or
waste.
10. Reviewing the means of safeguarding assets and rights of
the company.
11. Giving legal opinion on the issues/cases and other subjects
on which the management solicits his opinion/advise.
12. Any other function as decided by the company.
Article (13):

The company may assign additional duties to the internal audit
unit and legal advisor as it may consider fit, provided that such
assignment of duties shall not conflict with their functions.

Article (14):

The code of conduct, as stated hereunder, shall apply to the
internal audit units and legal advisors:
1. Integrity
1.1. Shall perform their work with honesty, diligence, and
responsibility.
1.2. Shall observe the law and make disclosures, in their
report, expected by the law and the profession.
1.3. Shall not knowingly be a party to any illegal activity, or
engage in acts that are discreditable to the profession or
to the organization.
1.4. Shall respect and contribute to the legitimate and ethical
objectives of the organization.  
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2. Objectivity
2.1 Shall not participate in any activity or relationship that
may impair or be presumed to impair their unbiased
assessment. This participation includes those activities
or relationships that may be in conflict with the interests
of the organization.
2.2 Shall not accept anything that may impair or be presumed
to impair their professional judgment.
2.3 Shall disclose all material facts known to them that, if
not disclosed, may distort the reporting of activities
under review.
3. Confidentiality
3.1 Shall be prudent in the use and protection of information
acquired in the course of their duties.  
3.2 Shall not use information for any personal gain or
in any manner that would be contrary to the law or
detrimental to the legitimate and ethical objectives of
the organization.
4. Competency  
4.1 Shall engage only in those services for which they have
the necessary knowledge, skills, and experience.
4.2 Shall perform internal auditing services in accordance
with the Standards for the Professional Practice of
international Internal Auditing.
4.3 Shall continually improve their proficiency and the
effectiveness and quality of their services.
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Ministerial Decision
No. 156 / 2002
On The Procedures And Provisions Of Waiving Preemptive Rights
To Subscribe For Increase Of Share Capital In Open Joint-Stock
Companies
Pursuant to the Commercial Companies Law No. 7 / 74 (as amended); and
In the interest of the public.
It has been decided
Article (1):

The enclosed procedures and provisions of waiving preemption
rights to subscribe for increase of share capital in Open JointStock companies shall come into force.

Article (2):

This decision shall be published in the official gazette and shall
come into force with effect from its date of publication.

					
					

Maqbool bin Ali bin Sultan
Minister of Commerce & Industry

Issued on the 11th of Shawal 1423H
Corresponding to 16th of December 2002
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Procedures And Provisions For Waiving Preemptive Rights For
Subscribing For Increase Of Share Capital In Public Joint-Stock
Companies
Article (1):

In the application of these procedures and provisions the
following words shall have the meanings specified against each:
The preemption right:
The shareholder’s right to subscribe
to a number of shares related to
the increase in share capital of
the company in proportion to the
number of shares held by him on
the date of acquiring the right
Record Date:
The date fixed by the body
concerned with the rights issue
on which date those entitled to
exercise the preemption right shall
be specified.
Holders
of the preemption right:
The shareholders registered in the
open joint-stock company’s records
held with Muscat Depository &
Securities Registration Co. on the
date on which the preemption
right have been acquired. Those
will have the right to exercise their
preemption right or waive the same
within a period to be specified for
such purpose.
Working days:
Working days at Muscat Securities
Market.

Article (2):

Holders of the preemption right may, within the period specified
for exercising the preemption right, waive their preemption right
in relation to all or part of the shares comprising the increase in
the share capital. The assignees may subscribe to such shares
under this right or waive it until the end of such period.
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Article (3):

Following the approval of the prospectus and at least five days
prior to acquiring the right, the Company has to publish an
advertisement approved by the authority in two daily newspapers.
At least one of them should be in Arabic and for two consecutive
days to inform the shareholders and the investors about the
issuing of shares comprising the increase in the share capital.
This advertisement should contain an adequate summary of the
prospectus including the amount and percentage of increase in
share capital, issue price, date of acquiring the preemption right,
subscription banks and subscription period in addition to the
periods during which the preemption right is to be exercised or
waived as specified under Article 5 hereof.

Article (4):

The public joint stock company and the issue manager should
coordinate with Muscat Depository & Securities Registration
Company S.A.O.C and Muscat Securities Market to finalise the
procedures for the listing of the preemption right in the market
within five working days from the date of the right. A register
concerning the rights holders shall be prepared. This register shall
be used to as a basis for evidencing the waiver by each rights
holder during the period specified for such purpose.

Article (5):

Preemption rights may be waived during the period which
commences on the date of the listing on the market and terminates
on the date specified by Muscat Securities market provided that
it shall be before subscription is closed and is within a reasonable
timeframe. Such rights shall be waived independently of the
original shares.

Article (6):

At least three days before the commencement of the exercising
of the right, the issue manager shall send to each shareholder,
to his address in the shareholders register, a written notice
informing him about the preemption right along with a copy of
the prospectus approved by the Capital Market Authority. The
notice must specify the maximum limit of shares to which the
preemption right holder can subscribe and the period during
which this right can be exercised, provided that the said period
should not be less than 15 days from the publication date set out
under Article 83 of the Commercial Companies law.
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Article (7):

The issue manager must make available sufficient numbers of
prospectuses and applications at brokerage companies and
investment banks. The issue manager shall, following the
termination of the subscription period for the pre-emption right,
obtain the final record listing the names of the rights holders and
comparing with the subscription applications obtained from the
banks.
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Administrative Decision No. 6 / 2005
Regarding Rules for Joint Stock Companies repurchasing not more
than 10 % of their Shares capital
Pursuant to the provisions of:
The Commercial Companies law No. 4 / 74 as amended, and
The Capital Market Law No.80 / 98 as amended; and
The circular No. 69 / 98 issued by Muscat Securities Market on December the
9th 1998 , and
The Decision of the resolution of the CMA Board No. 31 / 2005 dated the 16th
of August 2005 , and
in the interest of the public
It has been decided
Article (1):

The attached rules shall be applied regarding the repurchase of a
Joint Stock Company of not more than 10 % of its share capital.

Article (2):

This Administrative Decision shall repeal any other provisions
that contravene the attached rules. All other approvals given
pursuant to the Circular No. 69 / 98 shall remain in force.

Article (3):

This decision shall come into effect as from the date of issuing.

					
					

Maqbool bin Ali bin Sultan
Chairman, Capital Market Authority

Issued on the 16th of Sh’aban 1426H
Corresponding to the 20th of December 2005
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Rules for Joint Stock Companies repurchasing not more than 10 %
of their Shares capital
Article (1):

These rules shall apply to repurchase of own shares by joint
stock companies; within a percentage not exceeding 10 % of the
company’s capital according to Article no. (85) of the Commercial
Companies Law of Oman no. 4 / 74 and its amendments.

Article (2):

A company wishing to buyback its shares shall obtain the Capital
Market Authority’s approval based on an application filed for this
purpose. The application shall be accompanied by the following:
a. Approval from other Regulators of the company.
b. Plan of repurchasing that states reasons for repurchasing,
details, rationale and other information required by the
Authority.
c. The form of the notice which shall be approved by the
Authority prior to publication.

Article (3):a. Within a period not exceeding 30 days from the date of obtaining
approval from the Authority, an extraordinary shareholders
general meeting shall be held to approve repurchasing of shares.
b. The company shall finish all procedures regarding repurchasing
of shares within a period not exceeding 6 months from the date
of approval by the extraordinary shareholders general meeting.
Article (4):

The above mentioned notice shall be published, simultaneously,
in two local newspapers, one in Arabic and the other in English.
The notice shall be published twice in each newspaper. The
period between the first and second publication shall not be less
than three days and not more than 7 days.

Article (5):

The aim of repurchasing of shares shall be for generating benefits
for the company and all shareholders. The Board of Directors shall
explain to the general meeting, which shall consider repurchasing
of shares, the benefits, costs, and risks of repurchasing.
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Article (6):

Number of shares which the company wishes to repurchase shall
not exceed the amount of distributable retained profits.

Article (7):

The company may not repurchase its shares if:
a. the company’s latest blanc sheet prepared and audited
according to the international financial and auditing
standards, shows cumulative losses.
b. the company had failed to pay due obligations or if there
was a legal case against the company which is expected
to have a very adverse effect on the company’s financial
status.

Article (8):a. The company may not repurchase its shares if the purchasing will
cause any of the following:
1. Reducing of the company’s issued capital below the minimum
provided in the Law.
2. Failure of the company to pay overdue liabilities or any short
or long term liabilities.
3. Reducing ratio of current assets to the current liabilities to less
than 150%.
4. Reducing ratio of shareholders’ equity to long term liabilities
to less than 100%. Long term liabilities in this article include
contingent liabilities.
b. The company shall provide the Authority with financial projections
approved by the Board of Directors showing compliance with the
provisions mentioned in (a) above.
Article (9):

The repurchased shares shall have no rights unless disposed of in
accordance with Article (12) of this regulation.

Article (10):

The company shall not keep the repurchased shares for more
than a year from the completing date of repurchase, however,
the period can be expended for another year according to a
resolution taken by the extraordinary general meeting.
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Article (11):

The Company shall not issue or repurchase shares again, at least,
for two years from the completing date of repurchase of shares,
regardless of the repurchased percentage.

Article (12):

The Company repurchased shares shall, within two weeks from
the date of completing the shares’ repurchase, provide the
Authority with a complete report regarding that subject. The
report must be certified by the legal advisor and the company’s
external auditor.

Article (13):

The Company shall repurchase its shares through the secondary
market in accordance with following rules;
a. Repurchasing process shall be made throughout more than
one broker.
b. The notice shall show number of shares and purchasing
period.
c. The company shall not start purchasing before the passage
of 15 days from the date of the notice.
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Administrative Decision 11 / 2005
Rules for Remuneration and Sitting Fees for Directors and the Sub
Committees of Public Joint Stock Companies
Pursuant to the Commercial Companies Law 4 / 74 as amended;
The Capital Market Law promulgated by Royal Decree 80 / 98 as amended
In the interest of the public
It has been decided
Article (1):

The general meeting of the public joint stock company shall
determine the annual remuneration of the Board of Directors at
not more than 5% of the net profits of the year, at a maximum
limit of RO 200,000 (Two Hundred Thousand), after deducting
the legal and optional reserves in accordance with Article (106)
of the law and notionally calculating or distributing the dividends
to shareholders at not less than 5% of the capital unless the
Article of Association of the company provides a higher rate.

Article (2):

The general meeting of the public joint stock company that makes
no profits but whose capital is not eroded or makes less profits
to the extent that notionally calculating or distributing dividends
to shareholders is not possible, shall determine the annual
remuneration at not more than RO 50,000 (Fifty Thousand).

Article (3):

The public joint stock company whose capital is eroded shall not
give remunerations.

Article (4):

The agenda of the ordinary annual general meeting shall include
an item on the determination of the sitting fees of the board of
directors and the sub committees for each financial year. Sitting
fees shall not be more than RO 10,000 (Ten Thousand) for each
director per annum.

Article (5):

Amounts paid as sitting fees during the financial year shall be
within the limits set out in Articles (1) and (2) of this decision
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thereby the amounts paid as remuneration and sitting fees for
the board and sub committees, for the first category set out
in Article (1) of this decision shall not be more than 5% of the
net profits of the year at a maximum total limit of RO 200,000
(Two Hundred Thousand) after deducting the legal and optional
reserves in accordance with Article (106) of the law and notionally
calculating or distributing the dividends to shareholders at not
less than 5% of the capital unless the Article of Association of the
company provides a higher rate
Remuneration and sitting fees of the directors and sub committees
for the second category set out in Article (2) of this decision shall
not be more than RO 50,000 (Fifty Thousand).
Article (6):

The annual report presented to the ordinary annual general
meeting shall include a detailed statement of all the amounts
and other benefits paid to each director during the year for all
the services provided to the company including the amount paid
to the directors in their capacity as company employees.

Article (7):

This decision shall come into force as from the date of issue.

					
					

Maqbool bin Ali bin Sultan
Chairman, Capital Market Authority

Issued on: 29th Dhu Al Qa’dah 1426H
Corresponding to: 31st December 2005
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Administrative Decision 9 / 2004
About the Auditors Accreditation Rules to Audit the Companies
Regulated by CMA
Pursuant to the Capital Market Law promulgated by Royal Decree 80 / 98; and
The Regulation of the Capital Market Law issued by Ministerial Decision 4 /
2001; and
The Resolution of the Board of Directors of the Capital Market Authority issued
on December 15th 2004
In the interest of the public
It has been decided
Article (1):

The attached Regulation shall be applicable with regard to
accreditation of auditors of the accounts of the companies
regulated by the Capital Market Authority.

Article (2):

This decision shall come into force as from the date of issue.

					
					

Maqbool bin Ali bin Sultan
Chairman, Capital Market Authority

Issued on: 13th Dhu Al Qa’dah 1425H
Corresponding to: 26th December 2004

143

Legislations Regulating the Public
Joint Stock Companies Listed on
the Market

Auditors Accreditation Rules
to audit the companies regulated by CMA
Article (1):

Companies regulated by CMA shall appoint the auditors from
among audit firms accredited by CMA. CMA shall maintain a
register of accredited auditors.

Article (2):

Without prejudice to the provision of the Law Organizing the
Practice of the Accountancy and Audit Profession 86 / 77, any
audit firm licensed by the Ministry of Commerce & Industry to
practice audit profession may apply to CMA to be accredited
to audit the accounts of the companies regulated by CMA after
meeting the following requirements:
1. Audit experience shall not be less than 5 years.
2. The firm shall have the professional and technical competence
and reputation in auditing public joint stock companies and
has not been deprived from practicing the profession or
sentenced or penalized by regulatory or judicial authority for
committing professional error or violating the law.
3. Number of employees shall not be less than five including at
least one professional partner. The employees shall meet the
following:
a. Shall be registered in the Accountants and Auditors register
of the Ministry of Commerce & Industry.
b. The certificate of chartered accountant of the employee
or the equivalent professional qualification shall make the
person eligible to carry out external audit in the country
granting the qualification.
c. Shall be full time employee of the audit firm.
d. Three of the employees (including the partner) shall have
an experience not less than 10 years after obtaining the
professional qualification.
4. Ratio between employees of the firm (including the partner)
and clients shall not exceed:  
a. Ten clients for each employee with an experience of not
less than 10 years after obtaining the qualification.
b. Seven clients for each employee with an experience of not
less than 5 years after obtaining the qualification.  
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For the purpose of applying this article clients means the
companies regulated by CMA or any institution or company with
a turnover or revenues exceeding RO 2 million or more than RO
1 million in equity.
Article (3):

Audit firms wishing to be accredited by CMA shall submit written
application together with the following:  
1. Basic data of the firm including firm name, date of constitution
and licensing, head office and contact address.
2. Certificate of Commercial Register together with all documents
issued by the Secretariat of Commercial Register.
3. Valid license certificate issued by the Ministry of Commerce &
Industry to practice the profession of accountancy and audit
in the Sultanate of Oman.
4. List of authorized signatories.
5. List of partners and professional officers of the firm, their
professional qualification and work experience.
6. Number of clients (in accordance with the above mentioned
definition) whose business the firm is auditing at the time of
application.
7. Summary statement of internal regulation and policies of the
firm and their technical systems applied.
8. Written acknowledgment pledging to:
a. Observe all the laws, regulations and directives governing
companies regulated by CMA and the audit profession.
b. Commitment to provide all information required by CMA.
c. Commitment to notify CMA where the firm falls short of
any accreditation requirements stipulated in article (2).
CMA Executive President shall decide in the application within
one month as of the date all the required information are
met. Where the application is rejected reason thereof shall be
furnished.  

Article (4):a. CMA Executive President may, by reasoned decision, suspend a
registered audit firm from auditing CMA regulated companies for
specific period.
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b. The audit firm shall continue to carry out its duties until the annual
general meeting even if accreditation with CMA is annulled after
being appointed by the company.
c.   An audit firm whose accreditation with CMA is de-registered
may apply for re-registration in accordance with the terms and
conditions specified by CMA in the de-registration decision.  
Article (5):

Auditors of companies licensed by CMA shall observe the
following:  
1. No additional services shall be rendered to the company other
than audit related services and may not provide services
which might affect their independence and partiality such as
consultancy and internal audit services.
2. Review audit plan and audit results with the audit committee of
the company which shall ensure the auditor has been granted
the right to access all required documents to carry out the audit.
3. Discuss his opinion with the audit committee before submitting
annual accounts to the board of directors.
4. Shall be appointed for one financial year. The same firm shall not
be appointed for more than 4 consecutive financial years, the
firm will be eligible for reappointment only after 2 years.
5. The auditor shall report to the board of directors and the
shareholders any significant concern that come to their attention
such as:
a.   Adequacy and efficiency of the internal control systems in
place.
b.   Whether the business is a going concern independently of
the directors’ assumption of going concern.
c.   Adequacy of the systems set up by the company regarding
establishing their legal requirements applicable to the
company’s area of operations.
6.   Frauds detected or suspected by the auditor shall be reported
to the board of the company. However if the fraud is material, he
shall report the fraud to CMA and the annual general meeting of
the company.
7. The auditors during the subsequent year shall repot about the
proper discharge of the responsibilities of the related party
transaction.  
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The audit committee shall ensure execution of the above, where
there is no audit committee the board of directors shall assume
the role of the audit committee.
Article (6):

CMA may audit the business of the accredited audit firms to
inspect aspects relevant to audit of the companies regulated by
CMA to ensure that audited financial statements are in all material
aspects in accordance with international auditing standards and
disclosure requirement made by CMA and that the audit firm has
based their audit report on the acceptable international audit
standards and quality control and procedures thereof.  

Article (7):

Without prejudice to any penalty or punishment stipulated for
in any other law, the Executive President of CMA may take the
following disciplinary measures against audit firms registered
with CMA who violate the laws, regulations and directives
issued by CMA or breaching the principles of the profession
or accounting standards or fall short of any of the registration
requirements:  
1. Issue of cautioning
2. Issue of Cautioning to be published in the local press.
3. Suspension of the firm from auditing CMA regulated
companies for specific period
4. Final cancellation of the firms name from the list of
accredited firms with CMA.
5. Recommend to the board of the company to call a general
meeting or partners’ meeting to remove the audit firm and
appoint another auditor.
In addition to the above measures CMA Executive President
may refer the matter to the Director General of Commerce at
the Ministry of Commerce & Industry to consider the case of the
concerned audit firm in accordance with the provisions of the
Law Organizing The Accountancy and Audit Profession.  

Article (8):

The provision of article 61 of Capital Market Law promulgated by
Royal Decree 80/98 shall be applied with regard to appeals from
decisions issued under these provisions.
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