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There are three distinct kinds of opportunities aff orded by the US-
Oman Free Trade Agreement (OFTA)

Opportunities Under the US-Oman FTA

> | m The FTA removes duties on over 99% of Oman’s export products by value. In
Opportunities for Export several product categories, Omani exporters will have considerable tariff
to the United States advantages over countries without US FTAs. The largest tariff advantages will be
in apparel and food products. Tariff advantages on some commodities
(polypropylene, plastic sheeting) will also be significant.

m US Services markets (finance, telecomms, IT and professional services,
government procurements) are also open to Omani companies.

> m The FTA makes Oman an ideal entry point to the GCC. As such, there will be
Opportunities to Partner opportunities to partner with US companies to manufacture or assemble products
with United States in Oman for export throughout the region. Goods such as air conditioners,
companies for Trade refrigerators, televisions — which are protected by KSA — should be considered.
within the GCC

m Of all the regional FTAs (i.e Bahrain, Jordan), OFTA creates the most liberal
environment for services. There will be opportunities to partner with US
companies in a variety of services ventures targeting the region.

;

The FTA puts protections in place for US and Omani investors, traders and

Opportunities to Partner professionals conducting business in each country.

with United States
companies to develop m Protections include international arbitration procedures, exemption from
project in Oman employment quotas for management positions, intellectual property rights
protections, the ability to provide many services on a non-resident basis, etc.

Sources: US-Oman FTA, US International Trade Commission
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Under OFTA, the vast majority of Oman’s exports by

tariff-free access to the United States

Tariff Treatment of Oman’s Exports under OFTA
(2007 — World Exports by Value)

Goods That Were
Already Tariff Free

$17.4B (28%)

Goods With 5-10
year Phaseout

$0.05B (<1%)

Source: UN COMTRADE

Note: Analysis includes top 70 categories of exports only, representing 97.9% of total exports.

Goods That Become
Tariff Free Under
OFTA

$6.7B (72%)

Total = $24.2B

Tariff Treatment of Oman’s Exports

value enjoy

under OFTA

(2007 — World Exports by Value
Excluding Main Petroleum Products)

Goods That Were
Already Tariff Free

$1.0B (37%)

/

Goods With 5-10 year
phaseout

$0.05B (<2%)

Goods That
Become Tariff
Free Under
OFTA

$1.7B (61%)

Q=

Total = $2.8B
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In several important categories, the tariff advanta  ge over
countries that do not hold FTAs will be significant

Omani Tariff Advantage Over a Non-FTA Country (Sele  cted Goods)
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Source: USTR, USITC

Oman'’s Export Volume ($M — 2007)
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However, there are several obstacles that new expor

US must address to have success

Obstacles and Solutions for New Exporters to the Un

Obstacles

4

Product

Regulation

Logistics

Products designed for local, regional or even
European markets may need to be adapted for
US consumer tastes (product formulation,
packaging, labeling, etc.)

The US has specific regulatory requirements
for many industries.

Small exporters are often uncompetitive to the
US unless they can ship in full container loads
(FCLs).

Q=

ters to the

ited States

Solutions

Use trade shows before entry to meet potential
distributors and test product fit

Consider Joint Ventures with partners that
understand market requirements (e.g. Jordan’s
apparel industry)

For some products (e.g. food) , consider “ethnic”
distribution channels as first entry point

Research the specific regulatory requirements for
your product (use distributors, the official web
sites, US Industry Associations).

An Export Promotion Agency or Association often
provides trainings in important industries.

Industry associations often play an important role
in consolidating FCLs and identifying a US-based
logistics company to breakdown the container on
arrival.
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Complex value chains have developed in other countries

FTAs have been implemented

EXAMPLE

Morocco
assembles the
final product and
then exports
washing machines
to Europe.
Morocco has good
access to the EU
for manufactured
white goods.

Export Flow

where E

Example of Trade Driven by Interlocking Trade Agreemen  ts
Washing Machines

Washing machine centrifuges are
manufactured in Jordan by local
manufacturers for US brands, then
exported to Morocco for final
assembly. Jordan is more
attractive for protection of US IT
and imports of technology.

)]

Comments

» This trade pattern is driven
primarily by interlocking regional
trade treaties.

» The specifics of the trade flows are
dictated by technical factors such
as rules of origin, IPR protections
and imports of manufactured
goods.

» There is the potential for Oman to
become the focal point of similar 3-
way trade between the United
States and GCC.

» There is also great opportunity in
services.
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—
OFTA makes Oman attractive as a market for cross-bo  rder trade %
and investment for projects in Oman and the US

Investor Status

Enforcement of IPR

Cross-Border
Services

Expatriate Labor

Protections and Freedoms Granted under OFTA

The FTA explicitly puts US investors, in most circumstances, on par with local investors in
establishing, acquiring and operating businesses.

A dispute resolution mechanism has been put in place to address specific concerns

The FTA establishes enforcement mechanisms for copyright, trademark and other intellectual
property protections.

This will make Oman more attractive to entertainment and media companies, software designers,
franchisors and any other business dependent on IT services

The FTA grants the right for US and Omani professionals to provide cross-border services as non-
residents. This affects engineers, architects, money managers, lawyers, accountants and others.

This freedom will make it easier for services firms to facilitate businesses in each country. The
sectors allowed is broad and includes telecomms services, energy distribution and government
procurement.

The FTA removes quotas on management and professional positions and makes it easier for US
expatriates to change employers.

These requirements have been applied by the Government of Oman to most nationalities improving
Oman'’s overall competitiveness, making it on par with the Dubai free zones in this aspect.

The freedoms and protections provided are reciproca | — applying equally to US business people in Omana  nd Omani

business people in the United States.
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I Thank You

John Mennel
Senior Associate

Booz Allen Hamilton, Inc.
8283 Greensboro Drive
McLean, VA 22102, USA
Tel +1 (703) 377-8647
Mennel_John@bah.com
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One set of opportunities may be provided by tariffs for certain E
goods into Saudi Arabia and UAE

UAE and KSA Tariffs on Selected Products

Comments

Product Total Oman Import Duties Imposed » Goods such as air conditioners,
Exports refrigerators and televisions have
(2007) US to USto USto strong US brands and require
Oman KSA UAE many manufacturing steps.
Plastic Sheeting $33M Free 5% 5%

: : » The ability to realize such deals
Aluminum Profiles |$22.5M Free 5% 5% will depend on rules of origin and
Rubber Mattresses |$16M Free 5% 5% other technical requirements as

: " well as delivery logistics as well as
Air Conditioners $6.8M Free 5% 5% rulings of the GCC Secretariat
Refrigerators $4.7M Free 5% 5% General.

Polyethylene $19.8M Free 5% 5% . .
» GCC is moving from customs
Co-axial cable $372M Free 5% 5% duties to VAT which will lessen the

opportunity for “tariff arbitrage”.

Source: Saudi Customs Department, Customs Department of Abu Dhabi
Note: GCC customs duties may change to a uniform 3% VAT in the near future
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There are another set of opportunities in services
provides an excellent environment for services expo

Relatively open trade

terms...

rts to GCC

Provisions of the US-Oman FTA on Services

...have resulted in a more open market for services

Negative list approach
leads to more
comprehensive services
listing

No commercial presence
required, unless the
sector is explicitly listed

The FTA excludes service areas only by exemption. The effect is that many areas not
covered under GATS (pipeline services, energy distribution, etc.) are included.

Specific exclusions are made only for air travel, aircraft repair, some financial services
and defense-oriented government procurement.

Under the agreement, no local commercial presence is required for most services. With
local presence, the provider need not be a resident, but Oman reserves the right to
require that Omanis account for up to 80% of employees

For most other matters, each county treats the others firms as if they were national.

Firms are given
“national treatment” in
most areas of each
other's markets

—>
—
>

Firms are given national treatment in a large number of areas including energy,
telecomms, financial services and procurement from the government and state-owned
enterprises. Many of these areas are not covered in the US-Bahrain FTA.

Because Omani companies have national treatment in the GCC, the effect is that Oman
will be seen as a good location for services investments intended to target the GCC as a
whole.

Sources: US-Oman FTA, US International Trade Commission
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