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AL FAJAR AL ALAMIA CO. SAOG

Chairman’s Report

| have great pleasure in presenting to you on behalf of the Board of Directors the 21st Annual
Report on the activities and performance of the parent company and its subsidiaries for the year
ended 30 June 2018.

Operating Results

Compared to previous year, your company has achieved 19% growth during the financial year
ended 30th June 2018 even under pressure due to severe competition and general market
condition.

The  total  consolidated o5
revenue for the year was RO
21.035 million (previous year —
RO 17.750 million) and parent
company achieved revenue
for the year RO. 6.121 million
(previous year — RO 4.714
million). Gross Profit was at I
consolidated level RO 5.445 l-- .—_ =
million (previous year 3.622 2015-2016 2016-2017 2017-2018
million) and parent company -5

RO 2.213 million (previous Ravenue M Gross Profit EMPBIT B Net Profit

year 1.694 million).

RO in Millions
~
o o o B

o

Consolidated net profit after tax was RO 1.409 million (previous year net loss - RO 1.192 million)
and parent company’s net profit was RO. 0.409 million (previous year —R0O.3.905 million in which
receipt of dividend from subsidiaries RO.5 million and expenses on account of impairment of
goodwill RO.1.239 million included).

Details of the consolidated performance of the Company for the year and comparison with
previous year figures are shown in the Management Discussion and Analysis Report forming
part of this Annual Report.

Operations Summary

The explosives and drilling & blasting industries in the Sultanate of Oman witnessed intense
competition with several smaller sized companies aggressively chasing the few projects that
commenced blasting during the year. This has led to an unhealthy price war with the result that
projects could only be secured by lowering prices to unrealistic and uneconomical levels. Your
company has resisted this trend and bagged several projects and marked a major growth in the
revenue and profitability. The company has remained a professional entity offering its valued
customers quality products and finest services at reasonable rates.

During the first half of the financial year 2017/18, the UAE drilling & blasting market shown a
downward trend due to the drastic decline of demand for rock products in Qatar, arguably the
largest market for rock products in the region. This has resulted in a slowdown in Techdrill’s
performance. The drilling and blasting industry market in UAE has found alternative markets for
their rock products and it is recouping its upward momentum. During the year 2017-18, your
company has entered the infrastructure segment of UAE and this should bring more value to the

group in the coming years.
V' \
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Chairman’s Report (Continued)

The group has achieved two major milestones during the fiscal year.

Your company has completed the formalities with Fujairah Holdings for the explosives
facility in UAE and necessary licenses from the authorities are also in place.

*  Your company has made major investment in mining expansion by procuring a 500tph static
crusher to meet the increased demand of rock products.

We expect that the commercial operation of both explosives in UAE and mining expansion in
Oman will commence in the second quarter of financial year 2018-19.

| would like to assure you that your company would continue to maintain its strong fundamental
belief in providing quality and reliability of performance despite the pressure of higher costs on
profit margins. Your company has achieved its market leadership position based on its dedicated
customer focus, technical expertise and profound experience in the industry. Your company
continues to deliver quality products within the time frame expected by customers that has
helped to build lasting relationships with most of the civil, mining and infrastructure contractors
in the Sultanate and in the UAE. Your company’s professional approach and deep expertise has
supported it to maintain leadership position in the explosives and drilling & blasting market in the
Sultanate and the UAE.

The cash flow situation in both the Omani and the UAE drilling and blasting markets were under
severe pressure forcing the management to suspend blasting activities in several projects in
order not to increase liabilities in the market. The unfortunate weather conditions in the Dhofar
region in the last quarter of year 2017-18 has also affected the business. However, your Company
recorded higher revenues (OMR 21.035 million) compared to fiscal 2016/17 (OMR 17.750 million)
with the untiring efforts from the Management.

Dividend

Based on the performance of the Group, your directors are pleased to recommend a cash
dividend of 6%, which will be subject to approval by the shareholders at the forthcoming AGM.

The Future

The board have a very positive outlook about the business and industry, and the future
performance of your company in the next few years. This bright outlook is based on the following
fundamentals:

1.  We are very pleased to inform you that we have completed the formalities with Fujairah
Holdings to manufacture and trade in explosives products and necessary licenses from
various departments and authorities are also in place. We expect that the commercial
operation with temporary facilities will be commenced by second quarter of financial year
2018-19. This would enhance the profitability of the Group where the explosives requirement
of its subsidiary in the UAE, Techdrill, will be met with in-house supplies. We expect the
permanent production facilities to come on line within the next 6 to 9 months. The Group’s
quest to achieve this very important milestone commenced more than 8 years ago, will
result in a better position for our operations in the UAE and guarantee higher profit margins.
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Chairman’s Report (Continued)

2. The Board believes that the mining and quarrying industry in the Sultanate of Oman will
see tremendous improvement in view of the large volumes of rock requirement in Qatar
and the need for limestone and gypsum in the Asian markets. We understand that the
Government has taken wise measures to expand the port for handling higher volume of
rock products for export to Qatar, Bangladesh, Iraqg, etc. We are confident that the port
expansion will considerably benefit the mining and quarrying activity in the long term. Your
Group, with its Explosives, Drilling & Blasting and Mining activities will be in pole position to
take advantage of the situation. The Mining Division, especially, will considerably increase
its revenue based on the large number of enquiries for rock products that are received from
Qatar, Bangladesh, etc. Your company has already made investment in static crusher and
related equipment to meet the increased demand of rock products for both Sultanate Oman
and the export market of Qatar and Asian countries.

3. We are confident that with the entry into the infrastructure segment of drilling and blasting
industry in UAE, Techdrill will mark good growth in the coming years.

4. We are also considering setting up operations in Sudan in the coming years.

5. The Group has an order book of RO 36 million and expects to increase the order book by
added activities such as UAE explosives, mining, earth works and quarries.

Competition

The competition witnessed in the recent years would continue in the future as new entrants
view the drilling and blasting business in a simplistic approach of buying a few rigs and hiring a
few drilling & blasting personnel. They pin their hope of securing business by reducing prices to
unrealistic levels to attract the unwary customer. However, market place is all about the survival of
the fittest and it automatically eliminates weaker entities. | would like to state that your company
will win business purely on merit by offering quality products and efficient performance to the
utmost satisfaction of our customers.

Omanisation

| am happy to report that Omani Nationals are currently working at various levels of operation
of the company and your Board and Management take all efforts to induct more Omanis in all
aspects of the company’s operations.

Board Evaluation

As required by the new code of corporate governance, the Shareholders in the Company’s Annual
General Meeting held on 27th September 2017 appointed KPMG to assess an independent
evaluation of the performance of the Board of Directors, addressing the criteria approved by
the shareholders for evaluation of the performance of the Board of Directors. It is noted that the
Board’s performance and the prevailing Corporate Governance practices are generally compliant
to “the Code”.

Other Information

The Corporate Governance Report for the year forms part of this Annual Report. Your Board is
fully committed to ensure compliance with all the applicable Laws, rules and regulations of the
Sultanate of Oman.

Your Company is operating in a safe and efficient manner in accordance with the Internal
Operations & Safety Manuals. There were no major health, safety and environmental issues
during the year.

"N
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REPORT OF FACTUAL FINDINGS ON THE CORPORATE GOVERNANCE REPORTING
TO THE SHAREHOLDERS OF AL FAJAR AL ALAMIA COMPANY SAQG

We have performed the procedures prescribed by Capital Market Authority (CMA) with respect to the
accompanying Corporate Governance report of the Company and its application of the Corporate
Governance practices in accordance with the CMA’s code of corporate governance issued under Circular
No. E/4/2015 dated 22 July 2015, Circular No. E/4/2016 dated 18 April 20186, Circular No. E/10/2016 dated 1
December 2016 and the Executive Regulation of the Capital Market Law issued under the Decision No.
1/2009 dated 18 March 2009 (collectively ‘the Code').

Our engagement was undertaken in accordance with the International Standards on Related Services
applicable to agreed-upon procedures engagements. These procedures were performed solely to assist you
in evaluating the Company's compliance with the Code as issued by the CMA. The procedures included
ensuring that the Corporate Governance report covered the disclosure requirements detailed under
Annexure 3 of the Code and any non-compliances to the Code.

We report our findings below:

We found that the Company's Corporate Governance report fairly reflects the Company's application of the
provisions of the Code and additional regulations and disclosures and is free from any material
misrepresentation,

We draw your attention to the paragraph of non-compliance of the Company's report on Corporate
Governance that states the non-compliance with respect to the Code of Corporate Governance.

Because the above procedures do not constitute either an audit or a review made in accordance with
International Standards on Auditing or International Standards on Review Engagements, we do not express
any assurance on the Corporate Governance report.

Had we performed additional procedures or had we performed an audit or review in accordance with
International Standards on Auditing or International Standards on Review Engagements, other matters might
have come to our attention that would have been reported to you.

Our report is solely for the purpose set forth in the first paragraph of this report and for your information and
is not to be used for any other purpose. This report relates only to the Board of Directors’ Corporate
Governance report included in its annual report for the year ended 30 June 2018 and does not extend to any
financial statements of Al Fajar Al Alamia Company SAQG, taken as a whole.

27 August 2018 H
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AL FAJAR AL ALAMIA CO. SAOG

Corporate Governance Report

1. Company Philosophy on Code of Corporate Governance

The Company has always believed in fair business and corporate practices while dealing
with Shareholders, employees, Customers, Creditors and Others. The Company is prompt in
discharging its statutory obligations and duties. The Company is maintaining policies, procedures
and systems for the purposes to ensure the fair and timely release of information about the
Company.

The Board of Directors (“the Board”) has had adequate representation of the qualified, Non-
executive and Independent Directors. The Board has constituted various Committees of directors
from time to time for the matters, which require special attention. The Board has adequately
empowered the Executive Management on all day-to-day matters, subject to the overall authority
vested in the Board. The Directors attended the Board and Committee meetings and actively
participate in their proceedings. The Company lays strong emphasis on audit and internal
controls, having regard to the nature of the company’s business and has introduced suitable
checks and balances to ensure sound integrity of the operations. The Company also lays a very
high emphasis on total compliance with the various laws and regulations of the Country.

2. Board of Directors

The strength of the Board is seven Directors, and all of them are non-executive elected through
the AGM.

The primary functions of the Company’s Board of directors in general include amongst others
the following:

To approve business and financial policies to meet the objectives of the Company and
enhance shareholders value.

Review and approve the Company’s annual budget / plans and monitoring corporate
performance against the budget.

+ Approve and implement the disclosure policy in compliance with regulatory requirements.
Ensure compliance with regulatory requirements, policies, procedures and laws.

Nominating members of subcommittees and defining their roles, responsibilities and
authorities.

Evaluate and appoint senior management executives.
+  Review effectiveness of systems and procedure of internal controls.

+  Constantly monitor and oversee the Company’s financial position, adherence to reporting
standards and policy of public disclosure of material information.

To facilitate proper governance, the Company’s management places before the Board, at least,
the minimum information as required by Annexure 1 of the Code of Corporate Governance.

Nomination and Election of Directors:

At the Annual General Meeting of the shareholders of the Company held in 27th September 2017
the current Board was elected for a period of three (3) years. There are arrangements for the
filling of vacancies by the Board itself on a temporary basis and the appointment of substitutes
in line with stipulations of the Commercial Companies Law and guidelines issued by the Capital
Market Authority.

/ S
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Corporate Governance Report (Continued)

Directors are duly briefed and kept regularly informed on matters concerning the business
environment and the Company’s business as well as specific corporate governance elements.
The Board will strive to continuously enhance the level of awareness amongst its members on
the above aspects.

Composition of the Board of Directors:

Number of other Boards
of SAOG Companies

Name of the Director Designate Category in which nominated as
Director
Mr. Saleem bin Qassim Al Zawawi Chairman  Independent -
Mr. Brian William Ritchie Dy. Chairman Non-Independent -
Mr. Abdullah bin Hameed Al Mam’mari Director Non-Independent 1
Mr. Michael Makin Al Ajjaz Director Independent =
Mr. Haythem Mahmood Abdal Nabi Macki Director Independent 1
Mr. Rashid Mohammed Al Ghailani Director Independent =
Ms. Fidwa Salim Al Araimi Director Independent -

All Directors other than Ms.Fidwa Salim Al Araimi attended the last Annual General Meeting of
the Company held on 27th September 2017.

Board meetings were held on 29th August 2017, 27th September 2017, 07th November 2017,
05th February 2018 and 14th May 2018. Attendance of Directors at meetings of the Board was
as shown below: -

Meetings Held Meetings Attended
Mr. Saleem bin Qassim Al Zawawi 5
Mr. Brian William Ritchie
Mr. Abdullah bin Hameed Al Mam’mari
Mr. Michael Makin Al Ajjaz
Ms. Fidwa Salim Al Araimi
Dr. Rashid Mohammed Al Ghailani

Mr. Haythem Mahmood Abdal Nabi Macki

o o0 o0 o0 00 O
g 00D OO O W O,

3. Audit Committee

The Board of Directors has formed an Audit Committee, comprising of three independent
directors. The Audit Committee is composed of: -

Mr. Michael Makin Al Ajjaz - Chairman
Dr. Rashid Mohammed Al Ghailani - Member
Mr. Haythem Mahmood Abdal Nabi Macki - Member
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Corporate Governance Report (Continued)

The summary of responsibilities is as under:

1.

10.

11.

12.

13.

14.

Considering the selection of external auditors 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.

Reviewing audit plan of the external auditors and results of the audit and as to whether
auditors have full access to all relevant documents.

Consideration and follow up of the comments of the external auditor on the financial
statements.

Ensuring that internal auditor, 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.

Checking financial fraud particularly fictitious and fraudulent portions of the financial
statement. They should put in place appropriate control procedures to ensure adoption of
appropriate accounting policies and principles leading to fairness in financial statements.

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, follow up on remedial action, reviewing the efficacy of the internal auditing
and reviewing as to whether internal auditors have full access to all relevant documents.

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.

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.

Serving as a channel of communication between external auditors and the board and also
internal auditors and the board.

Reviewing risk management policies and looking into the reasons of defaults in payment
obligations of the company, if any.

Devising a risk management plan, obtaining approval by the Board and following up its
implementation. The plan shall, at minimum, include the following:

a. Key risks which the company is exposed to and their probability (risk appetite);
b. Mechanisms for identification, measurement and monitoring of these risks;

c. Mechanisms for periodic examination, detection and reporting of risks (especially new
risks); and

d. Means to mitigate risks, if avoidance is not possible.

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.

Setting up an executive programme for risk management in the company, and providing

training or orientation to the Board and the executive management.

Submit analytical reports periodically, or as directed by the Board, on risk status and

management.
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15. 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.

16. The Audit Committee shall hear the views of the external auditors before forwarding the
annual accounts to the board for approval.

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

18. In respect to the non-audit services that external auditors can provide to their clients, the
Audit Committee:

a. shall apply the following four criteria so as to determine that the independence criterion
as prescribed in the Code of Corporate Governance issued by CMA is not compromised:

an auditor cannot function in the role of management;
an auditor cannot audit its own work;
an auditor cannot serve in an advocacy role for its client; and
an auditor cannot apply audit procedures to the results of his non-audit services.
b. The company must disclose in the Corporate Governance report the following:
- fees for audit services; and
- fees for non-audit services (with details for various sub-categories).

The Audit Committee met on 29th August2017, 01st November 2017, 31st January 2018, 13thand
May 2018 and carried out the role of overseeing the operations of the Company and determining
the adequacy of its financial controls as required by the Code of Corporate Governance. All the
members attended four meetings held during the reporting period.

Mr.Ghazanfar Ahmed who is in-house Internal Auditor of the Company, carried out inspections
of the Company’s books in areas specified by the Audit Committee. The Committee met the
Internal Auditor to discuss the Internal Audit reports.

The Committee also met the Statutory Auditors of the Company to discuss issues related to the
audit.

4. Nomination and Remuneration Committee (NRC)
The Board of Directors has formed Nomination and Remuneration Committee (NRC) comprising
of four directors.

The Nomination and Remuneration Committee (NRC) is composed of: -

Mr. Saleem bin Qassim Al Zawawi - Chairman
Mr. Abdullah bin Hameed Al Mam’mari - Member
Dr. Rashid Mohammed Al Ghailani - Member

Mr. Haythem Mahmood Abdal Nabi Macki Member

The members of the Committee shall be elected, by the Board, to serve for a three year term, until
their successors are elected and qualify or until they resign or are removed. The appointment of
committee Members shall take place at the time of appointment of new Board members.

 \



Annual Report 2017-18

AL FAJAR AL ALAMIA CO. SAOG

Corporate Governance Report (Continued)

The summary of responsibilities is as under:

1.

Finding and nomination of qualified individuals to act as independent directors on the board
of directors and submit such recommendations to the Board.

Finding and nomination of individuals qualified to act as provisional directors on the board of
director once a vacancy arises. An executive search firm can be used by this Committee for
such purpose and have sole authority to approve the search firm’s fees and other retention
terms.

Developing a description of the role and responsibilities of the directors including the chairman
so that it will be easy to advise members of their roles and responsibilities and measuring
their performance.

Developing and considering remuneration and allowance policies for the Board and the
executive management.

Regularly revising these policies taking into consideration the conditions of the market and
the performance of the company.

Finding and nominating qualified individuals for the executive posts and nominating them
upon request or instructions from the board.

Presenting a succession plan for the executive management.
Proposing a policy or plan of succession for Board or at least Chairman.

Review the organizational charts and amendments where it is related to CEO/GMs and
his immediate subordinates will be approved by the Board based on this Committee’s
recommendations.

10. Approval and revision of HR policies and procedures including training and development

programs for the Directors and employees.

The NRC Committee met on 26th September 2017, 04th March 2018 and 28th March 2018
and carried out the role of NRC committee set out in the NRC charter approved by the Board
of Directors as required by the Code of Corporate Governance. While Mr. Saleem bin Qassim Al
Zawawi, Mr. Abdullah bin Hameed Al Mam’mari and Dr. Rashid Al Ghailani attended all the three
meetings, Mr. Haythem Mahmood Abdal Nabi Macki attended two meetings.

5. Remuneration Matters

The Directors were paid sitting fees for attending meetings of the Board and of the Audit
Committee as shown below during the financial year ended 30 June 2018: -

Sitting Fee for

Sitting Fees for Audit| Sitting Fees for

Name of Director Boar(tijnl\geoe)tlngs Committee (in RO) NRC (in RO)

Mr. Saleem bin Qassim Al Zawawi 8,750 Not Applicable 1,250

Mr. Brian William Ritchie 3,750 Not Applicable Not Applicable
Mr. Abdulla bin Hameed Al Mam’mari 5,000 Not Applicable 1,500

Mr. Michael Makin Al Ajjaz 5,000 5,000 Not Applicable
Ms. Fidwa Salim Al Araimi 2,000 Not Applicable Not Applicable
Dr. Rashid Mohammed Al Ghailani 5,000 3,000 1,500

Mr. Haythem Mahmood Abdal Nabi Macki 5,000 3,000 750
Total 34,500 11,000 5,000

/) Q
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Directors’ Remuneration of RO 4,650/~ calculated as per CCL 1974, has been proposed out of the
Consolidated Net Profits of the Company for the year ended 30 June 2018, for consideration and
approval of the shareholders of the Company at the ensuing Ordinary Annual General Meeting.

Details of the top six senior executives’ remuneration paid for the year ended 30th June 2018
was R0O.398,321/-

All employee contracts are in conformity with the requirements of the Omani/UAE Labour Law.
Notice period for termination of employee contracts is between 1 to 3 months with end of service
benefits payable as per Omani/UAE Labour Law.

The profiles of the top senior executives of the company are as follows:

Sreekumar Nair, CEO

S. Nair is a qualified and dedicated professional with vast experience across all areas of
commercial explosives business, i.e. import, export, production, safety & security, storage,
transport, etc. Having spent 32 years in the commercial explosives industry in the Sultanate of
Oman, he is an expert in the Explosives Rules and Regulations followed in the Country.

Binoy Xavier, Finance Manager

Binoy Xavier is a qualified finance professional with more than 17 years’ experience in Finance
and Accounts and includes 11 years’ experience in Explosives and Drilling & Blasting industry. He
has vast experience in contracting and construction industries too. He is the Finance Manager
cum Secretary to Board of Directors and he is overseeing the Finance and Accounts functions
of Al Fajar group of companies.

Ghazanfar Ahmed, Manager-Internal Audit

A veteran audit professional, Ghazanfar is a qualified fellow member of Pakistan Institute of
Public Finance Accountants, Institute of Internal Auditors — USA and Association of Certified
Fraud Examiners — USA. His work experiences is across various sectors which include Power
generation and distribution, Automobile and Manufacturing, Advertising and Services, Real
Estate and Investment Management, Construction and Retailing. Before joining industry, he
worked with Big Four audit firms and spearheaded various assurance and advisory assignments.
He is the Manager Internal Audit cum secretary to the Board Audit Committee and is overseeing
the Internal Audit function for the Al Fajar Group.

Ninan Thomas —Operations Manager-Explosives

Ninan Thomas is a Chartered Engineer, Member of Institution of Engineers India and International
Society of Explosives Engineers. He is an Ex -Service man who had his Mechanical
Engineering and Explosives Engineering extensive training at Indian Naval Technical Institutes.
After retiring from the Navy, he has now completed 28 years in Magazine Management and
Commercial Explosives Manufacturing Industry in the Sultanate of Oman, holding Explosives
Engineers License issued by the Royal Oman Police, and has an impeccable track record in his
career.

Rajesh Seth, Group General Manager — D&B Operations

Rajesh Seth is a Mining Engineer from the Indian School of Mines. He is also a member of
International Society of Explosive Engineers, USA as well as Institution of Engineers, India. He
has over 38 years of experience in the field of Drilling and blasting, of which more than 28 years
he has worked in various capacities in business and technical functions. He joined Technical

V \
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Services and Rock Blasting LLC as General Manager since May 2013, and will oversee its
operations.

Debashis Das, Head - Mining & Workshop

Debashis Das is a Mining Engineer from the Orissa School of Mining Engineering, India. He is
having vast experience in in all kinds of “Drilling and Blasting” activities and in mining of various
minerals and Gabbro more than 17 years. He joined Al Fajar Al Alamia Co. SAOG as Mining Head
since Oct 2013 and he is head of mining operations and central workshop operations.

Consolidated external audit fees for parent and subsidiaries payable for the financial year 2017-
2018 is RO.14,500/-.

6. Details of Non-Compliance by the Company.

The Company is fully committed to ensure compliance with the Code of Corporate Governance
and other applicable rules and regulations other than below mentioned. No penalty was imposed
on the Company or stricture issued by the Capital Market Authority or any other Regulatory
Authority concerning non-compliance with the Code of Corporate Governance during the last
three years.

The company has not complied submission of annual plan of NRC to the Board of Directors for
approval as required by the provisions of the code.

7. Means of Communication with the Shareholders

a. Quarterly results are published in Arabic and English local newspaper and the Shareholders
are notified that the detailed accounts will be sent to any Shareholder who requests the
same.

b. Annual Reports containing the audited financial statements together with the Chairman’s
Report, Related Party Transactions and invitation to attend the AGM are sent by registered
Post to all shareholders.

c. Management Discussion and Analysis Report is a part of this Annual report.

8. Market Data

a. The following table depicts the high, and low of company’s share traded during the financial
year ended 30 June 2018 with month end general index:-

MSM Index for Industry

MSM Share Price Index

Sector Shares
Sep-17 0.748 0.748 5,137.35 7,051.17
Feb-18 0.500 0.500 5,003.37 6,801.64

b. Distribution of Shareholding
The share capital comprises of 49,330,250 fully paid ordinary shares of R.O. 0.100 each.
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Major shareholders as of 30/06/2018
The following is a distribution of share ownership between shareholders as on 30th June 2018: -

Category No. of Shareholders No. of Shares % Shareholding
1 Less than 5% 69 1,874,832 3.80
2 5% to 10% 2 7,113,780 14.42
3 Above 10% 5 40,341,638 81.78
Total 76 49,330,250 100.00

There are no Securities/Convertible Financial Instruments as on the Balance Sheet date, which
will have an impact on the Shareholder’s equity.

The details of shareholders having more than 5% holding in the company are as follows:

Name of shareholder No of shares held

Maryam International LLC 10,000,000
Al Maha Financial Services 9,411,428
Maryam Abd Al Munim Yousuf Al Zawawi 8,497,668
Muna Noor Brian Ritchie 7,432,542
The Sultan’s Special Task Pension Fund 5,000,000
Muna Noor International LLC 3,999,980
Salim International Investment Holding 3,113,800

9. Review of Internal Control Systems and their adequacy

The company has been constantly monitoring and upgrading its internal control procedures
and systems. The company has appointed in house internal audit team and audit committee’s
regular involvement in the review process, has reviewed the internal controls and procedures
adopted by the company and found them to be effective.

The Board received all relevant reports from the Management including operating and capital
budgets and quarterly financial results, periodical receivable statements, and bank/cash positions
of the companies.

10. External or Statutory Auditors and their Professional Profile

Moore Stephens LLC commenced practise in 1988. Over the years, the practice has developed
considerably and now services a number of clients, including major listed companies, Groups,
government organisations and Ministries providing either audit, tax or management consultancy
services. The local staff strength is around 40, most of whom are qualified Chartered Accountants,
internal auditors and information systems auditors.

Since Moore Stephens London was founded 100 years ago, the Moore Stephens International
Limited network has grown to be one of the largest international accounting and consulting groups
worldwide. Moore Stephens International is regarded as one of the world’s major accounting and
consulting networks consisting of 300 independent firms with 657 offices and 27,613 people
across 106 countries.
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Corporate Governance Report (Continued)

11. Related Party Transactions

Three of the major customers of the Company are its subsidiaries viz. Technical Services & Rock
Blasting Company LLC, Al Andalos Co for Rock Blasting LLC and Al Musdaq Modern Trading
LLC, providing drilling and blasting services. Sales to these Companies in the 12 months ended
30 June 2018 totalled RO 5,116,465.

12. Procurement Policy

The Company has a Procurement Policy, which has been incorporated in the Manual of
Operations. Transactions during the year were as per the Policy and the Manual of Operations.
Similar policy is being implemented for the subsidiary companies.

13. Risk Management

The Company and its subsidiaries have adequate risk cover both for its own assets as well as
for public liability. There were no health, safety and environmental issues during the year under
review. The Risk Management Policy is incorporated in the Manual of Operations. The Company
has in place a Business Interruption Insurance Policy to cover loss of profit arising out of any
disruption of operations.

14. Corporate Social Responsibility

Al Fajar Al Alamia Co SAOG is committed to be partner in the society that help community
development in the country. During the financial year 2017-2018, Al Fajar Al Alamia Co SAOG
has provided R0O.5,300/- against an amount of RO.12,000/- approved at AGM held on 27th
September 2017 for distribution to promote welfare of disabled.

15. Acknowledgment
The Board of Directors acknowledges confirmation of:

. Its responsibility for the preparation of the financial statements in accordance with the
applicable standards and rules.

Review of the efficiency and adequacy of internal control systems of the Company and that
it compliance with internal rules and regulations

+  There are no material matters effects the continuation of the Company and its ability to
continue its operation during the next financial year.

Saleem bin Qassim bin Ahmed Al Zawawi
Chairman
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Management Discussion and Analysis Report

1. The Business of Al Fajar Al Alamia Co. SAOG, the parent company
and its subsidiaries

(@ The business is summarized as follows: -

+  The manufacture, packaging and storage of ANFO and Emulsion explosives.

The import and storage of initiating systems and drilling accessories and when necessary,
of ANFO and Emulsion explosives.

The delivery and sale, within Oman and for export, of all products manufactured or imported
by the Company.

ANFO explosives are lower priced than Emulsion High Explosives and are therefore used in large
quantity by users. However, ANFO explosive will usually not explode with a detonator alone and
a small charge of Emulsion high explosive is needed to detonate it. Emulsion high explosive has
greater explosive power and is used, either by itself or together with some quantity of ANFO,
where conditions require stronger or water resistant products.

The explosion is ‘initiated’ by the use of a detonator fired electrically from a distance. Detonating
cord is an alternative system of initiation. The Company does not manufacture initiating systems
but purchases them on the global market to supply to its customers, as the volumes do not
justify economics of scale.

Most of the Employees of the Company have put in long service and have considerable knowledge
and expertise relating to the production, sale and handling of explosives.

(b) The Subsidiary Companies are in the business of providing drilling and blasting services.
These Services are provided to the main contractors for roads, pipelines, dams, tunnels
and undersea blasting for port, etc. while they are provided to the mining and quarrying
companies for armour rock and aggregates.

Bulk blasting techniques are used for blasting large quantities of rock and controlled blasting is
used where the blasting site is in the vicinity of houses, buildings, or sensitive installations.

The site to be blasted is drilled by rigs to a specific pattern, charged with explosives and blasted
to the highest technical and safety specifications. All Engineers and the blasting staff are licensed
by the Royal Oman Police to handle explosives.

Al Fajar Al Alamia Co. SAOG has successfully signed the Agreement with Geodynamics Mideast
Est and Fujairah Holdings LLC to establish civil explosives business in the United Arab Emirates.

Currently, Al Fajar Group is procuring explosives for their drilling and blasting operations in the
UAE from a third party. The commencement of civil explosives business by the Group in the
UAE will see exceptional benefits to its drilling and blasting operation in the Country and will add
tremendous value to the Group itself.

2. Security and Safety

Explosives and initiating systems are potentially hazardous. The concern for safety of operations
is a paramount concern of the Companies and their employees. The Companies impart training,
when employees first join in the safe manufacture and handling and use of explosives and
ancillary products reinforced by refresher courses. Regular safety meetings are held.
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AL FAJAR AL ALAMIA CO. SAOG

Management Discussion and Analysis Report (Continued)

2. Security and Safety (continueq)

The manufacture, storage, transport and use of explosives come under the control of the Special
Task Police Head Quarters of the Royal Oman Police. Employees work closely with them. The
standards adopted for all manufacturing units, explosives vehicles, storage magazines and use
of explosives are in compliance with Omani regulation and global best practice.

To maintain the highest safety standards at factories and magazines regular safety audits are
carried out and a safety audit was carried out at Hajar Central Explosives Depot during the
year by an explosives expert from the UK and no major non-compliances were pointed out. No
accidents or environmental incidents were reported during the year.

All plants and magazine facilities owned by the company are guarded round the clock by
personnel from Safety & Security service LLC, a company managed by the Royal Oman Police
Pension Trust.

3. Customers

Explosive products are used in a wide variety of applications including quarrying, mining,
trenching for pipelines, road cuts and harbour/breakwater development. Our customers are
mainly drilling and blasting companies and civil engineering contractors and quarry operators.

4. Competition
Although the companies have competitors, they have successfully competed in the past and is
the vendor of choice for many customers.

5. Risks and Concerns

The company has experienced increases in the prices of imported raw materials and other
commodities during the year. Such a trend may have an adverse impact on the margins of the
company.

6. Opportunities and Threats

The Company manufactures high explosives in Oman and their subsidiaries use these explosives
for providing drilling &blasting services. This has assisted in maintaining leadership in the local
market.

Much of the demand for explosives in Oman has been associated with blasting rock for project
work. The emergence of mining and rock quarries for supplying ores, rock and crushed aggregate
is expected to provide a wider market and reduce fluctuations in sales from year to year.

7. Adequacy of Internal Control Systems
The management exercises effective control with the General Manager of the parent Company
and Managers of the subsidiaries involved in the day-to-day business. Detailed procedures
control all operational, commercial and financial activities. Mr.Ghazanfar Ahmed, a Chartered
Accountants has been appointed as Internal Auditors to check compliance and report any
deficiencies to Management and the Audit Committee.
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Management Discussion and Analysis Report (Continued)

8. Discussion on Performance
The financial performance for the year ended 30 June 2018 compared with the year ended 30
June 2017 is as follows: -

(Rial Omani)

Year ended 30 June 2018 Year ended 30 June 2017

Consolidated Total Income 21,294,341 17,935,588
Consolidated Profit from Operations 1,586,498 110,688

Working Capital
The working capital used in the businesses was as follows: -

(Rial Omani)
Year ended Year ended
30 June 2018 No.of days Sales T No.of days Sales

Consolidated 21,034,642 365 17,749,552 365
Turnover

Consolidated 11,497,895 200 11,147,299 229

Debtors

Consolidated 1,909,226 33 1,372,061 28
Inventory

Dues from customers could not be collected on time as they were, in return, owed large sums of
money for various projects. However, it is expected to improve in the coming year.

Five-Year Financial Information

(Rial Omani)
2017-18 2016-17 2015-16 2014-15 2013-14
Consolidated Profit/ )5 015 (1,191 534) 1,312,661 1,390,421 1,471,429
(Loss) After Tax
Cash 6%* - . 5% 246,651 5% 246,651 5% 246,651
Dividends
Stock - - ; - - - - - :
Net Equity # 3251419 1,842,404 2,150,084 1,084,074 (59,696)

# Net Equity = Equity less Goodwill. For the year 2010-11 and 2012-2013 Goodwill of R.O 20.761
million and 1.467 million created on purchase of subsidiary companies has been deducted.

* For the year 2017-18, Cash Dividend represents Dividend proposed by the Board of Directors
for approval of the shareholders at the ensuing Ordinary Annual General Meeting.
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Management Discussion and Analysis Report (Continued)

9. Outlook for 2018/19

The board have a very positive outlook about the business and industry, and the future
performance of your company in the next few years. This bright outlook is based on the following
fundamentals:

We are very pleased to inform you that we have completed the formalities with Fujairah
Holdings to manufacture and trade in explosives products and necessary licenses from various
departments and authorities are also in place. We expect that the commercial operation with
temporary facilities will be commenced by second quarter of financial year 2018-19. This would
enhance the profitability of the Group where the explosives requirement of its subsidiary in the
UAE, Techdrill, will be met with in-house supplies. We expect the permanent production facilities
to come on line within the next 6 to 9 months.

The Board believe that the mining and quarrying industry in the Sultanate of Oman will see
tremendous improvement in view of the large volumes of rock requirement in Qatar and the need
for limestone and gypsum in the Asian markets. We understand that the Government has taken
measures to expand the port for handling higher volume of rock products for export to Qatar,
Bangladesh, Iraq, etc. Your Group, with its Explosives, Drilling & Blasting and Mining activities
will be in pole position to take advantage of the situation. The Mining Division, especially, will
considerably increase its revenue based on the large number of enquiries for rock products
that are received from Qatar, Bangladesh, etc. Your company has already made investment in
static crusher and related equipment to meet the increased demand of rock products for both
Sultanate Oman and the export market of Qatar and Asian countries.

We are hopeful with the entry into the infrastructure segment of drilling and blasting industry in
UAE, Techdrill will mark an above average growth in the coming years by serving the infrastructure
projects of UAE.

Saleem bin Qassim bin Ahmed Al Zawawi
Chairman
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INDEPENDENT AUDITOR’S REPORT TO THE Sl e Sl Fosti| Cade 112
SHAREHOLDERS OF

AL FAJAR AL ALAMIA COMPANY SAOG i
Report on the Audit of the Financial Statements SHESSIRESRE SRS T
Opinion

We have audited the accompanying financial statements of Al Fajar Al Alamia Company SAOG
(“the Parent Company”) and consolidated financial statements of Al Fajar Al Alamia Company
SAOG and its subsidiaries (collectively referred to as “the Group”), set out on pages 6 to 44,
which comprise the statement of financial position as at 30 June 2018, and the statement of
comprehensive income, statement of changes in equity and statement of cash flows for the year
then ended, and notes to the financial statements, including significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Group and the Parent Company as at 30 June 2018 and their financial
performance and their cash flows for the year then ended in accordance with International
Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’'s Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the Group
in accordance with International Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountants (IESBA Code), together with the ethical requirements that are relevant
to our audit of the Group’s and the Parent Company’s financial statements in the Sultanate of
Oman, and we have fulfilled our other ethical responsibilities with these requirements and the
IESBA Code. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the financial statements of the current period. These matters were addressed
in the context of our audit of the financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

We have determined the matters described below to be the key audit matters to be communicated
in our report.

a) Impairment of goodwill

Under IFRSs, the Group is required to annually test the amount of goodwill for impairment. This
annual impairment test was significant to our audit because the carrying value of goodwill at 30
June 2018 is material to the financial statements. In addition, the assessment process is complex
and highly judgmental and is based on assumptions, specifically those related to forecast
revenue, profit margins, growth rate and the discount rate, which are affected by future market
or economic conditions, particularly those in Sultanate of Oman and United Arab Emirates. Any
changes in these assumptions might lead to a change in the carrying value of goodwill.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
AL FAJAR AL ALAMIA COMPANY SAOG (Continued)

Key Audit Matters
Impairment of goodwill (Continued)

Our audit procedures in this regard included:

+  Evaluating the assumptions and methodologies used by the Management for the assessment
of goodwill impairment at 30 June 2018, in particular those relating to the forecasted revenue
growth and profit margins for the subsidiaries;

Validating the assumptions used to calculate the discount rates and comparing with available
similar external market data;

Reviewing future projected cash flows used in the model to determine whether these are
reasonable given the current macroeconomic climate and expected future performance of
the cash generating units;

Performing a sensitivity analysis on the key assumptions; and

Evaluating the adequacy of the disclosures, including disclosures of key assumptions,
judgements and sensitivities.

+  The estimates and judgements used by the Management and the relevant disclosures are
included in notes 3 and 7 to the financial statements.

b) Accounts receivable provisioning

The Management generally estimates allowance for credit losses for accounts receivable based
on the Group’s provisioning policy. The provisioning for accounts receivable is also established
after specific identification of any overdue receivables and considering other relevant factors to
the recoverability of the amounts due. Under current market conditions, where credit risk has
risen generally and considering the materiality of the accounts receivable, we have considered
provisioning for accounts receivable as a key audit matter.

Our audit procedures in this regard included:

Testing the key controls established by the Management to ensure identification of past due
debts;

Obtaining the ageing analysis for receivables and testing its correctness;

For a sample of material accounts receivable and past due debts, assessing the recoverability
status by obtaining independent balance confirmations and testing subsequent receipts;

+  Examining the status of ongoing legal cases against customers with overdue balances;
+  Assessing the appropriateness of the provisioning policy; and

Ensuring the correctness and the adequacy of the allowance for credit losses established in
the light of the above factors.

The estimates and judgements used by the Management and the relevant disclosures are
included in notes 3 and 10 to the financial statements.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
AL FAJAR AL ALAMIA COMPANY SAOG (Continued)

Other information

The Management and the Board of Directors are responsible for other information. The other
information comprises the Board of Directors’ report, Management Discussion and Analysis
report and Corporate Governance report. Our opinion on the financial statements does not cover
the other information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit or otherwise appears to
be materially misstated. If, based on the work we have performed, we conclude that there is
a material misstatement of this other information, we are required to report that fact. We have
nothing to report in this regard.

When we read the annual report (which we have not received as on date), if we conclude that
there is a material misstatement therein, we are required to communicate the matter to those
charged with governance.

Responsibilities of Management and the Board of Directors for the Financial
Statements

The Management and the Board of Directors are responsible for the preparation and fair
presentation of the financial statements in accordance with IFRSs, the relevant requirements of
the Commercial Companies Law of the Sultanate of Oman, 1974 (as amended), the disclosure
requirements for public joint stock companies issued by the Capital Market Authority and for such
internal control as they determine is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, Management and the Board of Directors are responsible for
assessing the Group’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless they either
intend to liquidate the Group or to cease operations, or have no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Group’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the Group’s and the Parent
Company'’s financial statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is
a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs
will always detect a material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these financial
statements.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
AL FAJAR AL ALAMIA COMPANY SAOG (Continued)

Auditor’s Responsibilities for the Audit of the Financial Statements
As part of an audit in accordance with ISAs, we exercise professional judgement and maintain
professional skepticism throughout the audit. We also:

+ ldentify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

+ Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Parent Company’s and Group’s internal control.

+ Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by Management.

+ Conclude on the appropriateness of Management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Parent Company’s and
Group’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in
the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Parent Company and the Group to
cease to continue as a going concern.

+ Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.

+ Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the financial statements. We
are responsible for the direction, supervision and performance of the Group audit. We remain
solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide the those charged with governance with a statement that we have complied
with relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.
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Auditor’s Responsibilities for the Audit of the Financial Statements

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the financial statements of the current
period and are therefore the key audit matters. We describe these matters in our auditor’s report
unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because
the adverse consequences of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

Report on the Regulatory Requirements

The financial statements also comply, in all material respects, with the relevant requirements of
the Commercial Companies Law of the Sultanate of Oman, 1974 (as amended) and the disclosure
requirements for public joint stock companies issued by the Capital Market Authority.

The engagement partner on the audit resulting in this independent auditor’s report is Mr John
Adcock.

27 August 2018
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Annual Report 2017-18

Statement of financial position — Group and Parent Company

ASSETS

Non-current assets
Property, plant and equipment
Intangible assets

Goodwill

Investments in subsidiaries
Deferred tax asset
Total non-current assets

Current assets

Inventories

Accounts and other receivables
Bank balances and cash

Fixed deposits

Total current assets

Total assets

EQUITY AND LIABILITIES

Equity

Share capital
Share premium
Legal reserve
Special reserve
Retained earnings
Total equity

Non-current liabilities

Non-current portion of term loans
Non-current portion of finance leases
Employees’ end of service benefits
Deferred tax liability

Total non-current liabilities

Current liabilities

Current portion of term loans
Current portion of finance leases
Bank borrowings

Accounts and other payables

Taxation

Total current liabilities

Total liabilities

Total equity and liabilities

Net assets per share

Note

7b)&8

N,

10
11
12

13 a)
13 ¢)
14 a)
14 b)

19
20
28 ¢)
18

19
20
21
22
18

16

2018 2017
Parent Parent
vl Company Group Company
RO RO RO RO
5,553,495 823,491 5,327,970 843,793
52,264 4,271 48,305 -
22,228,249 579,717 22,228,249 579,717
-- 32,970,998 -- 32,970,998
298,237 22,704 234,897 --
28,132,245 34,401,181 27,839,421 34,394,508
1,909,226 1,206,971 1,372,061 774,302
13,158,119 1,643,551 13,032,445 2,157,481
246,895 24,062 470,978 21,046
120,750 - - -
15,434,990 2,874,584 14,875,484 ~ 2,952,829
43,567,235 37,275,765 42,714,905 37,347,337
4,933,025 4,933,025 4,933,025 4,933,025
13,550,576 13,550,576 13,550,576 13,550,576
1,308,613 1,236,546 1,250,113 1,195,622
579,717 579,717 579,717 579,717
5,107,737 _ 5,633,887 3,757,222 _ 5,265,569
25,479,668 25,933,751 24,070,653 _25,524,509
4,187,834 3,068,647 4,100,926 3,924,606
51,407 - 247,031 --
900,375 307,670 803,852 276,353
-- -- 20,349 20,349
5,139,616 _ 3,376,317 5,172,158 _ 4,221,308
1,630,168 1,571,668 3,546,668 3,546,668
195,624 -- 231,792 -
7,680,254 2,895,226 6,260,417 2,027,676
3,237,185 3,383,862 3,229,388 1,938,728
204,720 114,941 203,829 88,448
12,947,951 7,965,697 13,472,094 _ 7,601,520
18,087,567 11,342,014 18,644,252 11,822,828
43,567,235 37,275,765 42,714,905 37,347,337
0.517 0.526 0.488 0.517

These financial statements were approved by the Board of Directors and authorised for issue on
27 August 2018 and were signed on their behalf by:

Saleem bin Qassim bin Ahmed Al Zawawi

Chairman

Director

The attached notes 1 to 33 form part of these financial statements.

/) &

Abdulla Humaid Said Al Ma’amary
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AL FAJAR AL ALAMIA CO. SAOG

Statement of comprehensive income - Group and Parent Company

2018 2017
Parent Parent
G
Note roup S Group Company
RO RO RO RO

INCOME
Revenue 4¢c) 21,034,642 6,120,665 17,749,552 4,713,632
Direct costs 24 (15,589,838) (3,908,129) (14,127,996) (3,019,147)
Gross profit 5,444,804 2,212,536 3,621,556 1,694,485
Other income 25 259,699 61,021 186,036 74,259

5,704,503 2,273,557 3,807,592 1,768,744
EXPENSES
Selling and distribution 26 569,215 545,058 466,663 423,315
General and administration 27 2,649,197 673,847 2,434,284 609,617
Finance costs (net) 29 899,593 526,435 795,957 512,412

4,118,005 1,745,340 3,696,904 1,545,344
Profit from operations 1,586,498 528,217 110,688 223,400
.Impairnlwetnt.of goodwill / investments 7b) . (1,239,443) (1,239,443)
in subsidiaries -
Dividend from subsidiary 4 9) == == -- _ 5,000,000
Profit / (loss) for the year before 1,586,498 528217 (1,128,755) 3,983,957
taxation
Taxation charge 18 (177,483) (118,975) (62,779) (79,006)
Net profit / (loss) and total 1,409,015 409,242 (1,191,534) 3,904,951
comprehensive income for the year
Basic earnings / (loss) per share 17 0.029 0.008 (0.024) 0.079

Note:

The Group and the Parent Company do not have items under other comprehensive income.

The attached notes 1 to 33 form part of these financial statements.
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AL FAJAR AL ALAMIA CO. SAOG

Statement of changes in equity - Group

Share Share Legal Special Retained
capital premium reserve reserve earnings Total
RO RO RO RO RO RO
[note 13 a)] [note 13 c)] [note 14 a)] [note 14 b)]
At 30 June 2016 4,933,025 13,550,576 859,618 560,000 5,714,557 25,617,776
Net loss and total
comprehensive income - - - -- (1,191,534) (1,191,534)
for the year
Transfer to legal reserve -- -- 390,495 -- (390,495) --
Transfer to special _ _ _ 19,717 (19,717) _
reserve o _
Preference dividend in - - - - (108,938)  (108,938)
subsidiary _
)I?é\g?%d paid during the _ _ _ _ (246,651) (246,651)
At 30 June 2017 4,933,025 13,550,576 _ 1,250,113 579,717 3,757,222 24,070,653
At 30 June 2017 4,933,025 13,550,576 1,250,113 579,717 3,757,222 24,070,653
Net profit and total
comprehensive income -- - - 1,409,015 1,409,015
for the year
Transfer to legal reserve - - 58,500 = (58,500) =
At 30 June 2018 4,933,025 13,550,576 _ 1,308,613 579,717 5,107,737 25,479,668

The attached notes 1 to 33 form part of these financial statements.
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AL FAJAR AL ALAMIA CO. SAOG

Statement of changes in equity - Parent Company

Share Share Legal Special Retained
capital premium reserve reserve earnings Total
RO RO RO RO RO RO
[note 13 a)] [note 13 c)] [note 14 a)] [note 14 b)]

At 30 June 2016 4,933,025 13,550,576 805,127 560,000 2,017,481 21,866,209
Net profit and total
comprehensive income -- -- -- -- 3,904,951 3,904,951
for the year
Transfer to legal reserve -- -- 390,495 -- (390,495) --
Transfer to special _ _ _ 19,717 (19,717) _
reserve . _
Eé\g?end paid during the _ _ _ — (246651)  (246,651)
At 30 June 2017 4,933,025 13,550,576 1,195,622 579,717 5,265,569 25,524,509
At 30 June 2017 4,933,025 13,550,576 1,195,622 579,717 5,265,569 25,524,509
Net profit and total
comprehensive income -- -- -- -- 409,242 409,242
for the year
Transfer to legal reserve -- -- 40,924 -- (40,924) --
At 30 June 2018 4,933,025 13,550,576 1,236,546 579,717 5,633,887 25,933,751

The attached notes 1 to 33 form part of these financial statements.




AL FAJAR AL ALAMIA CO. SAOG

Statement of cash flows — Group and Parent Company

CASH FLOWS FROM OPERATING ACTIVITIES

Profit / (loss) before taxation

Adjustments for:

Depreciation

Amortisation

Impairment of goodwill / investments in
subsidiaries

Dividend income

(Profit) / loss on disposal of property, plant
and equipment

Write off of property, plant and equipment
Finance costs

Employees’ end of service benefits
Operating cash flows before changes in
working capital

Working capital changes:

Inventories

Accounts and other receivables

Accounts and other payables

Net cash flows generated from operations
Employees’ end of service benefits paid
Tax paid

Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Additions to property, plant and equipment
Proceeds from disposal of property, plant
and equipment

Acquisition of intangible asset

Movement in fixed deposit

Investment in subsidiary

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Finance costs

Dividend (including preference dividend in
subsidiary)

Net movements in term loans

Net movements in finance leases

Net movements in bank borrowings

Net cash used in financing activities

Net (decrease) / increase in cash and cash
equivalents during the year

Cash and cash equivalents at the beginning of the

year

Cash and cash equivalents at the end of the
year

Annual Report 2017-18

2018 2017
Grou Parent Grou Parent
P Company P Company
RO RO RO RO
1,586,498 528,217 (1,128,755) 3,983,957
933,655 163,090 954,524 136,776
14,416 729 8,524 --
-- -- 1,239,443 1,239,443
-- -- -- (5,000,000)
(14,136) - 292033 (44 605
908 - 2,231 2,231
899,593 526,435 795,957 512,412
167,508 40,724 108,216 28,307
3,688,442 1,259,195 2,232,173 891,431
(537,165) (432,669) 223,115 364,355
(125,674) 513,930 (688,523) (81,406)
7,797 1,445,134 (449,445) (191,627)
2,933,400 2,785,590 1,317,320 982,753
(70,985) (9,407) (21,056) (4,290)
(260,281) (135,535) (73,308) (40,739)
2,602,134 2,640,648 1,222,956 937,724
(1,159,463) (142,788) (432,680) (5,797)
14,136 -- 176,497 11,695
(19,000) (5,000) (56,829) --
(120,750) -- -- --
-- -- -- (15,435)
(1,285,077) (147,788) (313,012) (9,537)
(899,593) (526,435) (795,957) (512,412)
-- -- (855,589) (246,651)
(1,829,592) (2,830,959) (591,848) (685,668
(231,792) - (231,792) -
1,419,837 867,550 1,319,578 524,726
(1,541,140) (2,489,844) (655,608) (920,005)
(224,083) 3,016 254,336 8,182
470,978 21,046 216,642 12,864
246,895 24,062 470,978 21,046

The attached notes 1 to 33 form part of these financial statements.
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AL FAJAR AL ALAMIA CO. SAOG

Financial statements for the year ended 30 June 2018

1 LEGAL STATUS AND PRINCIPAL ACTIVITIES

Al Fajar Al Alamia Company SAOG (the ‘Parent Company’ or ‘Company’) is a public joint stock
company registered in the Sultanate of Oman. The Parent Company is engaged in the manufacture
and sale of explosives and trading of related accessories. The consolidated financial statements
as at and for the year ended 30 June 2018 comprise the Parent Company and its subsidiaries
(together referred to as the “Group”).

Technical Services & Rock Blasting LLC (“Techrock”) is a 100% subsidiary of the Group with
effect from 1 July 2010, when the Parent Company acquired 100% of the equity share capital of
Techrock.

Technical Holdings Limited (“THL”) registered in Dubai International Finance Centre (DIFC) was
formed on 9 April 2014. It is a subsidiary of the Parent Company through Techrock.

Technical Drilling and Blasting Company LLC (“TDB”) is a subsidiary of the Parent Company
through Technical Holdings Limited. It is registered in Dubai as a limited liability company.

Al Andalos for Rock Blasting LLC (“Al Andalos”) is a 100% subsidiary of the Parent Company
through Techrock. It was acquired by Techrock on 1 September 2010.

Al Musdaqg Modern Trading LLC (“Al Musdaq”) is a 100% subsidiary of the Parent Company. It
was acquired on 1 January 2013.

Geodynamic Mideast LLC (“Geodynamics”) is a 100% subsidiary of the Parent Company. It
was incorporated on 15 May 2017 and is intended to engage in the manufacture and sale of
explosives. At the end of the reporting period, the subsidiary has not commenced its commercial
operations.

2 BASIS OF PREPARATION AND ADOPTION OF NEW
AND AMENDED IFRS

2.1 Basis of preparation

The financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) issued by the International Accounting Standards Board, interpretations
issued by the International Financial Reporting Interpretations Committee and the relevant
disclosure requirements for public joint stock Companies issued by the Capital Market Authority
and the Commercial Companies Law of the Sultanate of Oman, 1974 (as amended). The financial
statements are presented in Omani Rials.

2.2 New and amended IFRS adopted by the Group

The financial statements have been drawn up based on accounting standards, interpretations
and amendments effective at 1 July 2017. The Group has adopted the following new and revised
Standards and Interpretations issued by International Accounting Standards Board and the
International Financial Reporting Interpretations Committee, which were effective for the current
accounting period:

+ Amendments to IAS 7 ‘Statement of Cash Flows’ issued in January 2016 require entities
to provide disclosures that enable users of financial statements to evaluate changes in
liabilities arising from financing activities.

 \
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AL FAJAR AL ALAMIA CO. SAOG

Notes to the financial statements (Continued)

2.2 New and amended IFRS adopted by the Group (Continued)

Annual amendments to IFRSs (2014-2016 cycle) issued in December 2016 included an
amendment to IFRS 12 ‘Disclosure of Interests in Other Entities’. The amendment clarifies
that, except for the requirements to disclose summarised financial information, the
requirements of IFRS 12 apply to interests (or a portion thereof) in a subsidiary, joint venture
or associate that is classified (or included in a disposal group that is classified) as held
for sale in accordance with IFRS 5 ‘Non-current Assets held for Sale and Discontinued
Operations’.

Amendments to IAS 12 ‘Income Taxes’ issued in January 2016 clarify that in order to
compute a temporary difference, the carrying amount is compared to its tax base. In doing
so, the entity should not consider how the related assets will be recovered (such as through
sale), or the probability that any resulting deferred tax asset will be recoverable.

The amendments also clarify that the estimation of taxable profit, against which deferred tax
assets can be utilised, is a separate step. If it is considered probable that an asset will be
realised at more than its carrying amount, this is reflected in the entity’s estimate of future
taxable profit. The tax deduction arising from the reversal of deferred tax assets will not
be included in the estimated future taxable profit which is used to evaluate whether those
assets are recoverable.

The Management believes the adoption of the above and other amendments effective for the
current accounting period has not had any material impact on the recognition, measurement,
presentation and disclosure of items in the financial statements.

2.3 New and amended IFRS which are in issue but not yet effective
At the end of the reporting period, the following significant new and revised standards were in
issue but not yet effective:

IFRS 9, ‘Financial Instruments’ issued in July 2014 has an effective date of accounting
periods beginning on or after 1 January 2018. IFRS 9 outlines the recognition, measurement
and derecognition of financial assets and financial liabilities, the impairment of financial
assets and hedge accounting. Financial assets are to be measured at amortised cost, fair
value through profit and loss or fair value through other comprehensive income, with an
irrevocable option on initial recognition to recognise some equity financial assets at fair
value through other comprehensive income. The impairment model in IFRS 9 moves to one
that is based on expected credit losses rather than the IAS 39 incurred loss model. The
derecognition principles of IAS 39, ‘Financial Instruments: Recognition and Measurement’
have been transferred to IFRS 9.

The initial assessment of the adoption of IFRS 9 ‘Financial Instruments’ for the Group has
been detailed as follows:

- The impairment requirements apply to financial assets measured at amortised cost and
fair value through other comprehensive income with expected credit losses recognised
on initial recognition based on 12 months expected credit losses, or if there has been a
significant increase in the credit risk of the financial asset then the impairment is based
on lifetime expected losses. The Group’s financial assets mainly consist of accounts
receivable without a significant financing element therefore, the life time expected
losses are required to be recognised for such assets.

The Management intends to undertake a detailed assessment of the implication of IFRS 9
on its adoption.
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AL FAJAR AL ALAMIA CO. SAOG
Notes to the financial statements (Continued)

2.3 New and amended IFRS which are in issue but not yet effective (Continued)

IFRS 15 ‘Revenue from Contracts with Customers’ issued in May 2014 and related
‘Clarifications to IFRS 15’ issued in April 2016 establish principles for reporting useful
information to users of financial statements about the nature, amount, timing and uncertainty
of revenue and cash flows arising from an entity’s contracts with customers. IFRS 15
supersedes IAS 11 ‘Construction Contracts’, IAS 18 ‘Revenue’ and related IFRICs 13, 15
and 18, and SIC-31. IFRS 15 is applicable for annual periods beginning on or after 1 January
2018. The standard is based on a 5 step approach to recognise revenue and also provides
specific principles to apply, when there is a contract modification, when accounting for
contract costs and when accounting for refunds and warranties.

The application of IFRS 15 will not have significant impact on the recognition and
measurement of revenue for the Group. However, the disclosures are likely to increase as
IFRS 15 includes principles on disclosing the nature, amount, timing and uncertainty of
revenue and cash flows arising from contracts with customers, by providing qualitative and
quantitative information.

IFRS 16, ‘Leases’ issued in January 2016 provides a single lessee accounting model,
requiring lessees to recognise assets and liabilities for all leases unless the lease term is
12 months or less or the underlying asset has a low value. Lessors continue to classify
leases as operating or finance, with lessor accounting substantially unchanged from IAS 17.
IFRS 16 is effective from 1 January 2019. The adoption of IFRS 16 will result in the Group
recognizing assets and liabilities in the statement of financial position relating to operating
leases.

The Management believes the adoption of the other amendments, which are in issue but not yet
effective, is not likely to have any material impact on the presentation and disclosure of items in
the financial statements for future periods.

3 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

In preparing the financial statements, the Management is required to make estimates and
assumptions which affect reported income and expenses, assets, liabilities and related
disclosures. The use of available information and application of judgement based on historical
experience and other factors are inherent in the formation of estimates. Actual results in the
future could differ from such estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised and in any future periods
effected. In particular, estimates that involve uncertainties and judgements which have significant
effect on the financial statements include:

- Goodwill and investments in subsidiaries

The Management assesses annually whether goodwill and investment in subsidiaries have
suffered any impairment in accordance with IAS 36, ‘Impairment of Assets’. The assessments
require the significant use of estimates and judgements. The Management evaluates, among other
factors, the financial health of and short-term business outlook for the subsidiaries, including
factors such as industry and sector performance, changes in technology and operational and
financing cash flows [refer notes 7 b) and c)].

V \
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Notes to the financial statements (Continued)

- Goodwill and investments in subsidiaries (Continued)

During the year, the Management has estimated that no impairment (2017 — RO 1,239,443)
has arisen in the value of goodwill relating to investments in subsidiaries. If the revenue growth
percentage used in the value in use calculation was 5% across all subsidiaries (instead of 10%),
the value in use would have reduced by RO 3.1 million, with no impairment of goodwill, other
factors remaining constant. Similarly, if the discount rate was increased by 1%, the value in use
would have reduced by RO 3.5 million, with no impairment of goodwill, other factors remaining
constant.

Allowance for credit losses
The Management generally estimates the allowance for credit losses based on the Group’s
provisioning policy pursuant to an overall review of the debtors’ ageing and also a review on a
case by case basis. The delays in recoveries are inherent in the Group’s business since most of
the major customers are in the construction sector where the certification of invoices is delayed.
In case of difficult unsecured debtors, which are past due, regular follow up is made to collect
the same and legal options are also explored, where deemed necessary.

- Provision for slow and non-moving inventories
Provision for slow and non-moving inventories is based on Management’s estimate of the
realizable value of the inventories based on the Group’s provisioning policy.

- Useful lives of property, plant and equipment

The Management determines the estimated useful lives of property, plant and equipment for
calculating depreciation. The estimation of useful lives of property, plant and equipment is based
on Management’s assessment of various factors such as the operating cycles, the maintenance
programs and normal wear and tear.

Intangible asset
The expenditure related to stripping activity at gabbro mine is capitalized and amortised over
the estimated useful lives of the mine. The estimation of costs incurred for the stripping activity,
including the allocation of directly attributable overheads and the estimation of useful lives of the
mines requires significant judgement.

Valuation of inventories
The calculation of closing quantity of stock of gabbro rock involves the use of estimates. At
the end of the reporting period, the Management believes that the estimated figure of closing
quantity of gabbro rock as reflected in the accounting records, which is derived from use of
scientific formulae, closely approximates the actual quantity.

- Provision for taxation
The Management believes that no additional tax provision is considered necessary at the end
of the reporting period, against the un-assessed tax years from 2013 to 2017 based on the
assessments completed by the Secretariat General for Taxation for the years 2011 and 2012,
since the Management is confident of the decision from the Appeal being heard in favour of the
Company [notes 18 b) and c)].
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AL FAJAR AL ALAMIA CO. SAOG
Notes to the financial statements (Continued)

4 SIGNIFICANT ACCOUNTING POLICIES

The following accounting policies have been consistently applied in dealing with items considered
material to the financial statements:

a. Accounting convention
The financial statements have been prepared on a historical cost basis.

b. Basis of consolidation

The consolidated statement of financial position incorporates the assets and liabilities of the
Parent Company and its subsidiaries. The financial statements of the subsidiaries are included in
the consolidated financial statements from the date control effectively commenced until the date
that control ceases. All significant intra-group transactions, profits and balances are eliminated
on consolidation and all sales and profit figures relate to external transactions and balances only.
Unrealised gains or losses arising from transactions with subsidiaries are eliminated to the extent
of the Group’s interest in the subsidiaries.

c. Revenue

Revenue comprises the fair value of consideration received or receivable for the goods and
services provided in the ordinary course of the Group’s activities. Revenue from sale of goods
represent the invoiced value of goods supplied during the year, net of discounts and returns.
Revenue is recognised when the associated risks and rewards pass to the customer. Revenue
from services provided is recognised in the accounting period in which the services are rendered,
by reference to completion of the specific transaction and represents the invoice value of works
carried out during the year, net of discounts.

d. Property, plant and equipment

ltems of property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. The cost of property, plant and equipment is their purchase price together
with any incidental expenses and also includes borrowing costs that are directly attributable to
the acquisition of the property, plant and equipment up to the date of capitalisation.

Following initial recognition at cost, expenditure incurred to replace a component of an item of
property, plant and equipment which increases the future economic benefits embodied in the
asset is capitalised. All other expenditures are recognised in the statement of income as an
expense as incurred. ltems of property, plant and equipment are derecognized upon disposal or
when no future economic benefit is expected to arise from the continued use of the asset. Any
gain or loss arising on derecognition of the asset is included in the statement of income in the
year the item is derecognized.

Capital work-in-progress is stated at cost and not depreciated. Depreciation on other items of
property, plant and equipment is charged to the statement of income on a straight-line basis over
the estimated useful lives. The estimated useful economic lives are as follows:

Years

Buildings and magazines 1--20
Plant and machinery 4 --15
Storage, caravans, office equipment, furniture and fixtures 3--7
Tools and equipment 3--6.67
Motor vehicles 3--4

Y\
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e. Intangible assets
Intangible assets include computer software and stripping activity asset. Intangible assets are
stated at cost less accumulated amortization and impairment losses, if any.

Computer software is amortized over a period of 4 years.

The stripping activity asset capitalised includes amounts spent on stripping activities at the
mines until the time the mines are ready for commercial production, including a component of
directly attributable overhead costs. The stripping activity asset is amortized on a systematic
basis over the estimated useful life of the mine of 5 years.

Subsequent expenses incurred after the mine has been brought into commercial production are
expensed as incurred, except for significant stripping activity expenses, which are deferred and
amortized over the period of extraction of the remaining reserves of the respective mine. Any
amount of the unamortised balance of the stripping activity asset, which cannot be recovered
from expected future economic benefits, is written off.

f. Goodwill

Goodwill arising on acquisition of a subsidiary is initially recognised at cost, being the excess of
cost of business combination over the acquirer’s interest in the net fair value of the identifiable
assets and liabilities. Goodwill is subsequently measured at cost less accumulated impairment
losses. Impairment losses, if any, in respect of goodwill arising on consolidation are assessed on
an annual basis.

g. Investments in subsidiaries

A subsidiary which is controlled by the Group is consolidated in the financial statements of
the Group. Control is achieved where the Parent Company has power over the investee, that
exposes or gives rights to variable returns from its involvement with the investee, and the Parent
Company is able to use its power to affect the amount of returns from the investee. Generally,
control is achieved with a shareholding of more than one half of the voting rights over the relevant
activities of the investee.

Investment in subsidiaries is carried at cost in the separate financial statements of the Parent
Company. Dividend from the subsidiary is accounted in the year in which the right to receive the
payment is established.

h. Inventories

Inventories are measured at lower of cost and net realisable value after making due allowance
for any obsolete or slow moving items. Cost is determined on the weighted average cost method
and comprises of direct costs, direct labour costs and those overheads that have been incurred
in bringing the inventories to their present location and condition. Net realisable value represents
the estimated selling price less all estimated costs to be incurred in selling and distribution.
Provision is made where necessary for obsolete, slow moving inventories and defective items.

i. Accounts and other receivables

Accounts and other receivables originated by the Company are measured at cost. An allowance
for credit losses against accounts and other receivables is established when there is objective
evidence that the Group will not be able to collect the amounts. When an accounts and other
receivable is uncollectible, it is written off against the allowance for credit losses. Accounts and
other receivables include work in progress at the end of the reporting period. Work in progress
represents the estimated value of work carried out for ongoing jobs for which certification is yet
to be received from the customer.
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Notes to the financial statements (Continued)

j- Cash and cash equivalents
For the purpose of statement of cash flows, cash and cash equivalents consists of bank balances
and cash, net of short term bank borrowings, if any.

k. Taxation
Taxation is provided for in accordance with the Sultanate of Oman’s fiscal regulations.

Deferred taxation is provided using the liability method on all temporary differences at the
reporting date. It is calculated at the tax rates that are expected to apply to the period when it
is anticipated the liabilities will be settled, and is based on the rates (and laws) that have been
enacted at the end of the reporting period.

Deferred tax assets are recognized in relation to carry forward losses and unused tax credits to
the extent that it is probable that future taxable profits will be achieved.

I. Financial assets

Financial assets are recognized when the Group has become a party to the contractual provisions
of the instrument. Financial assets are recognised and derecognized on the trade date when the
Group becomes party to the contractual provisions of the instruments. The financial assets of the
Group comprise fixed deposits, bank balances and cash and accounts and other receivables.

m. Financial liabilities
All financial liabilities are initially measured at fair value and are subsequently measured at
amortised cost.

n. Employees’ end of service benefits

Payment is made to Omani Government’s Social Security Scheme as per Royal Decree number
72/91 (as amended) for Omani employees. Provision is made for amounts payable under the
Sultanate of Oman’s Labour Law as per Royal Decree number 35/2003 (as amended) applicable
to non-Omani employees’ accumulated periods of service at the end of the reporting period.

Provision is also made for employees’ end of service benefits on the basis prescribed under the
United Arab Emirates Labour Law for the employees of the subsidiaries registered in the United
Arab Emirates.

0. Accounts and other payables
Liabilities are recognized for amounts to be paid in the future for goods or services received
whether or not billed to the Group.

p. Provisions

A provision is recognized in the statement of financial position when the Group has a legal or
constructive obligation as a result of a past event and it is probable that an outflow of economic
benefits will be required to settle the obligation. If the effect is material, provisions are determined
by discounting the expected future cash flows at a rate that reflects current market assessments
of the time value of money and, where appropriate, the risks specific to the liability.

AN
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Notes to the financial statements (Continued)

q. Foreign currency transactions

Transactions denominated in foreign currencies entered into during the year have been translated
into Rials Omani and recorded at the rates of exchange prevailing at the dates of transactions.
Foreign currency monetary assets and liabilities at the end of the reporting period are translated
at the rates of exchange prevailing at the end of the reporting period. Exchange differences that
arise are taken to the statement of income.

The accounting records of subsidiaries incorporated in UAE (TDB, THL and Geodynamics) are
maintained in UAE Dirhams (AED). The Rial Omani amounts included in the consolidated financial
statements have been translated at an exchange rate of 0.105 Omani Rial to each AED for the
statement of income and the statement of financial position items, as the AED to RO exchange
rate has effectively remained fixed during the year, both currencies being pegged to the US
Dollar.

r. Impairment

Financial assets

At the end of each reporting period, the Management assesses if there is any objective evidence
indicating impairment of financial assets. An impairment loss, if any, arrived at as a difference
between the carrying amount and the recoverable amount, is recognised in the statement of
income. The recoverable amount represents the present value of expected future cash flows
discounted at original effective interest rate.

Non financial assets

At the end of each reporting period, the Management assesses if there is any indication of
impairment of the non-financial assets. If an indication exists, the Management estimates the
recoverable amount of the asset and recognizes an impairment loss in the statement of income.
The Management also assesses if there is any indication that an impairment loss recognized
in prior periods no longer exists or has reduced. The resultant impairment loss or reversals are
recognised immediately in the statement of income.

s. Finance costs

Finance costs comprise interest on term loans, finance leases, short term borrowings and bank
charges and are accounted on an accrual basis.

The cost of obtaining long-term financing is deferred and amortized over the term of the loan.
Deferred financing costs less accumulated amortization are offset against the drawn amount of
long-term loans.

t. Leases

The operating lease payments are charged to the statement of income on a straight line basis,
unless another systematic basis is representative of the time pattern of the benefit. Finance
leases are accounted at the present value of minimum lease payments and are reduced over the
period of lease on payment.

u. Dividend

The Parent Company’s Board of Directors take into account appropriate parameters including
the requirements of the Commercial Companies Law of Oman, 1974 (as amended) and other
relevant directives issued by CMA while recommending the dividend. Dividends are recognized
as a liability in the period they are declared.
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v. Directors’ remuneration

The Parent Company follows the Commercial Companies Law of the Sultanate of Oman, 1974 (as
amended), and other relevant directives issued by CMA, in regard to determination of the amount
to be paid as Directors’ remuneration and meeting attendance fees. Directors’ remuneration and
meeting attendance fees are charged to the statement of income in the year to which they relate.

w. Segment reporting

An operating segment is component of the Group that engages in business activities from
which it may earn revenues and incur expenses, including revenues and expenses that relate to
transactions with any of the Group’s other components. The results of all operating segments
are reviewed by the Management and Board of Directors to make decisions about resources
to be allocated to each segment and assess its performance, and for which discrete financial
information is available.

5 PROPERTY, PLANT AND EQUIPMENT

a. The balances and movement of property, plant and equipment for the Group and the
Parent Company during the years 2018 and 2017 are set out on pages 66 to 69.

b. The depreciation charge for the year has been allocated as follows:

2018 2017
Parent Parent
G G
roup Company roup Company
RO RO RO RO
Direct costs (note 24) 899,012 149,946 913,392 120,768
General and administration (note 27) 34,643 13,144 41,132 16,008

933,655 163,090 954,524 136,776

c. Certain plant and machinery relating to subsidiaries are mortgaged with the bank against
term loans and borrowings availed by the Parent Company. Additionally, the bank has a
general charge over the Group’s assets against term loans and other borrowing facilities
availed by the Group [notes 19 g) and 21].

d. Property, plant and equipment availed on finance leases with a carrying value of RO
657,401 (2017 — RO 790,381) are jointly registered in the names of a subsidiary, Al
Musdaq and the lease financer (note 20).

e. Buildings of a subsidiary, Techrock, are constructed on a plot of land leased under a long
term agreement. The lease is for a period of 15 years up to February 2025 [note 30 a)].

f. Subsequent to the end of the reporting period, the Management of TDB has approved the
disposal of drilling rigs costing RO 152,908 which are registered under the subsidiary’s
name. The disposal of the drilling rigs is expected to be completed during the year 2018-
19.

g. Capital work in progress at the end of the reporting period relates to a subsidiary’s
ongoing construction of a building on a leasehold land.
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6 INTANGIBLE ASSETS

Group Stripping Computer Total
Year 2018 activity asset  software
RO RO RO

Cost
At 30 June 2017 56,829 -- 56,829
Additions during the year - 16,500 16,500
Transfers during the year (note 5) -- 2,500 2,500
At 30 June 2018 56,829 19,000 75,829
Amortisation
At 30 June 2017 8,524 -- 8,524
Charge for the year (notes 24 and 27) 11,366 3,050 14,416
Relating to transfers during the year -- 625 625
At 30 June 2018 19,890 3,675 23,565
Net book value
At 30 June 2018 36,939 15,325 52,264
At 30 June 2017 48,305 -- 48,305
Group by
Year 2017 asset

RO
Cost
Additions during the year and at 30 June 2017 56,829
Amortisation
Charge for the year and at 30 June 2017 (note 24) 8,524
Net book value
At 30 June 2017 48,305
Parent Company Software

2018 2017
RO RO

Cost
Additions during the year and at the end of the year 5,000 --

Amortisation
Charge for the year and at the end of the year (note 27) 729 --

Net book value
At the end of the year 4,271 -
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7 GOODWILL
2018 2017
Grou Parent Grou Parent
P Company P Company
RO RO RO RO

Cost

At the beginning of the year 23,796,549 908,574 23,796,549 908,574
Accumulated impairment

At the beginning of the year 1,568,300 328,857 328,857 328,857
Impairment for the year - - 1,239,443 --
At the end of the year 1,568,300 328,857 1,568,300 328,857
Net book value 22,228,249 579,717 22,228,249 579,717

The following further notes apply:

a. The goodwill in the Parent Company arose on acquisition of the business operations of
its two fully owned subsidiaries, Hajar Explosives Manufacturing Company LLC and Hajar
Explosives Trading Company LLC in 1997. When the subsidiaries were merged with the
Company in September 2002, the purchased goodwill was recognised in the merged
company and the related amortisation continued until the year 2005. The Board of Directors
believe that economic benefit is being derived on the remaining goodwill.

b. At the end of the reporting period, the Management has undertaken the impairment testing
on goodwill which arose on acquisition of the subsidiaries [note 8 e)]. The Management
believes that no impairment (2017 — impairment amounting to RO 1,239,443) has occurred
on the goodwill at the end of the reporting period since the estimated recoverable amount
of the related businesses amounting to RO 43.66 million is higher than the carrying value
of RO 36.44 million (2017 — impairment amounting to RO 1.24 million had arisen since the
estimated recoverable amount of the related businesses of RO 36.44 million was lower than
the carrying value amounting to RO 37.68 million).

c. The summary of the key assumptions used by the Management forming the basis for the
impairment test are as follows:

+ Cash flow projections are based on financial budgets approved by the Management for
the year 2018 — 2019 subsequent to which the cash flows are extrapolated using an
estimated growth rate of 10%. Total free cash flows for the relevant cash generating units
will be:

- RO 6.47 million for 2018/19
- RO 3.36 million for 2019/20
- RO 3.19 million for 2020/21
- RO 3.05 million for 2021/22
- RO 2.91 million for 2022/23

+ Terminal value based on assumption that cash flows shall grow at 1%.

+ The annual growth rate over a period of five years and the discount factors in determining
the recoverable amount of goodwill related to each of the subsidiaries are:

Growth rate Discount rate

Techrock 10% 12%
TDB 10% 12%
Al Andalos 10% 13%
Al Musdaq 10% 12%
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8 INVESTMENTS IN SUBSIDIARIES

S Country of Date acquired /
Holding (%) incorporation registered
Techrock [note a)] 100 Oman July 2010
TDB [note a) and note c)] 100 UAE July 2010
Al Andalos [note a)] 100 Oman September 2010
Al Musdag [note a)] 100 Oman January 2013
THL [note b)] 100 UAE April 2014
Geodynamics [note d)] 100 UAE May 2017

The following further notes apply:

a. The subsidiaries are engaged in drilling and blasting activities in the respective jurisdictions
where they are incorporated (see note 1). The financial reporting date of the subsidiaries is
30 June.

b. THL was formed in Dubai International Financial Centre, UAE. Whilst Techrock holds 48% of
registered shares which comprises 100% of the ordinary shares of THL, Techrock effectively
holds 100% of economic interest of THL. Accordingly, THL has been consolidated as 100%
subsidiary.

c. 99% of the registered shares of TDB are held by THL and 1% by Techrock. Accordingly, TDB
has been consolidated as 100% owned subsidiary.

d. The subsidiary is 51% owned by Fujairah Holding Company, a company registered in UAE.
However, the holding is beneficially held on behalf of the Parent Company. The remaining
49% of the shares are also held by the Parent Company. Accordingly, Geodynamics has
been consolidated as 100% owned subsidiary.

Subsequent to the end of the reporting period, the Subsidiary’s legal status has been
transformed from a limited liability company to an establishment with Fujairah Holdings LLC
holding 100% of the subsidiary’s stake. The subsidiary has also entered into a tripartite
Management Agreement in July 2018 (‘the agreement’) with Fujairah Holdings LLC and the
Parent Company. Under the agreement, Fujairah Holdings LLC has appointed the Parent
Company to undertake various management services for the subsidiary. Effectively, therefore,
the Parent Company continues to have control over the subsidiary, despite the change in
legal status.

The Parent Company is also entitled to a Management fee of 22% of the subsidiary’s revenue,
on commencement of its operations. The Management fee is however subordinated to the
annual license fee, which is payable to Fujairah Holdings LLC under the agreement.
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8 INVESTMENTS IN SUBSIDIARIES (Continued)

e. The fair values of assets and liabilities acquired, the consideration paid and goodwill arising
(refer note 7) from these acquisitions are as follows:

Held by Techrock

Techrock TDB Al Andalos Al Musdaq Total
RO RO RO RO RO

Fair value of assets and liabilities
acquired:
Assets 12,207,044 5,440,102 743,324 3,399,965 21,790,435
Liabilities (8,604,701) (1,222,701) -- (2,167,408) (6,994,810)
Net fair values 8,602,343 4,217,401 743,324 1,232,557 14,795,625
Consideration paid:
Cash and cash equivalents 9,834,034 6,165,966 2,500,000 2,700,000 21,200,000
Non-cash (refer note below) 10,131,268 6,352,332 - -- 16,483,600

19,965,302 12,518,298 _ 2,500,000 _ 2,700,000 37,683,600

Goodwill arising 11,362,959 8,300,897 1,756,676 1,467,443 22,887,975

Non-cash consideration comprised the issue of 29,330,250 ordinary shares of 100 baizas each
valued at 562 baizas per share based on an independent valuation report [note 13 c)].

9 INVENTORIES

2018 2017
o Parent Group Parent
Company Company
RO RO RO RO
Raw materials and spares 805,408 518,127 628,579 299,796
Finished goods 631,274 631,274 458,561 458,561
Gabbro rock 436,955 -- 287,309 --
Goods in transit 141,972 141,972 88,305 88,305

2,015,609 1,291,373 1,462,754 846,662

Less: Provision for slow moving and obsolete (106.383) (84.402) (90.693) (72.360)

inventories [note b) below]

1,909,226 _ 1,206,971 1,372,061 774,302

The following further notes apply:

a. At the end of the reporting period, finished goods represent 38 days (2017 — 36 days) of
annual sales for the Parent Company.

The movement in provision for slow moving and obsolete inventories during the year is as follows:

2018 2017
Grou Parent Grou Parent
P Company P Company
RO RO RO RO
At the beginning of year 90,693 72,360 76,937 58,627
Provided during the year (note 24) 15,690 12,042 15,224 13,733
Written back during the year (note 24) -- -- (1,468) --
At the end of the year 106,383 84,402 90,693 72,360
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2018 2017
Grou Parent Grou Parent
= Company P Company
RO RO RO RO
Accounts receivable 13,059,544 832,526 11,968,422 1,218,042
Less: All f dit |
ess: Allowance for credit losses (1,561,649) _ (405,696)  (821,123) _ (199,158)
[notes a) and b)]
Accounts receivable (net) 11,497,895 426,830 11,147,299 1,018,884
Advances to suppliers 277,724 45,554 204,898 76,704
Less: Allowance for credit losses
61,506 -- -- --
[notes a) and b)] ( )
Advance to suppliers (net) 216,218 45,554 204,898 76,704
Due from subsidiaries [note 23 b)] - 1,071,540 - 922,314
Due from related parties [note 23 c)] 150,548 23,290 7,226 23,290
Retention receivable 190,579 - 235,016 -
Work in progress 410,996 — 526,533 --
Prepayments 614,450 60,735 722,382 100,838
Other receivables 77,433 15,602 189,091 15,451
13,158,119 1,643,551 13,032,445 2,157,481
The following further notes apply:
a. Allowance for credit losses at the end of the reporting period comprise:
2018 2017
Grou Parent Grou Parent
= Company P Company
RO RO RO RO
Allowance for credit losses on 1,561,649 405696 821,123 199,158
accounts receivable
Allowance for credit losses on advances 61,506 -- -- --
1,623,155 405,696 821,123 199,158
b. The movement in allowance for credit losses is given below:
2018 2017
Grou Parent Grou Parent
. Company P Company
RO RO RO RO
At the beginning of the year 821,123 199,158 208,987 33,771
Established during the year (note 27) 817,584 206,538 651,856 165,387
Written off during the year (15,552) - (39,720) --
At the end of the year 1,623,155 405,696 821,123 199,158

c. 39% of the Group’s accounts receivable are due from 6 customers (2017 — 40% due from 6
customers). 88% of the Parent Company’s accounts receivable are due from 3 customers
(2017 — 83% due from 3 customers).
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10 ACCOUNTS AND OTHER RECEIVABLES (continueqd)

d. The ageing of accounts receivable and details of allowance for credit losses against accounts
receivable at the end of the reporting period is as follows:

Group 2018 2017
Gross Allowance Gross Allowance
accounts for credit accounts for credit
receivables losses receivables losses
RO RO RO RO
Debts due within 3 months 5,743,645 - 4,983,740 --
Debts due from 3 to 6 months 2,433,192 -- 2,619,158 --
Debts due from 6 months to 1 year 1,176,879 -- 1,509,779 --
Debts due above 1 year 3,705,828 1,561,649 2,855,745 821,123
13,059,544 1,561,649 11,968,422 821,123
Parent Company 2018 2017
Gross Allowance Gross Allowance
accounts for credit accounts for credit
receivables losses receivables losses
RO RO RO RO
Debts due within 3 months 144,573 - 389,197 -
Debts due from 3 to 6 months 75,093 - 275,836 -
Debts due from 6 months to 1 year 133,033 - 80,592 --
Debts due above 1 year 479,827 405,696 472,417 199,158
832,526 405,696 1,218,042 199,158

e. The gross carrying amounts of the Group’s and Parent Company’s accounts receivable are

denominated in the following currencies:

Rial Omani
UAE Dirhams

2018 2017
Parent Parent
Group Company Group Company
RO RO RO RO
7,683,175 832,526 6,917,944 1,218,042
5,376,369 -- 5,050,478 --
13,059,544 832,526 11,968,422 1,218,042

f. The Group’s project receivables are assigned on an ongoing basis to a local commercial bank
against borrowing facilities availed by the Group [note 19 g)].

g. 13% and 27% (2017 — 30% and 34%).of the Group’s and Parent Company’s accounts
receivable respectively are secured against post-dated and security cheques received from

the customers against their dues.
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11 BANK BALANCES AND CASH

2018 2017
Parent Parent
G G

roup Company roup Company

RO RO RO RO
Bank balances 204,556 20,869 437,851 5,252
Cash in hand 42,339 3,193 33,127 15,794

246,895 24,062 470,978 21,046

The following further note applies:

Bank balances of the Group include an amount of RO 48,336 (2017 - RO 54,608) relating to
margins held by the bank against guarantees issued in the normal course of business.

12 FIXED DEPOSIT

Fixed deposits of the Group are placed with a local commercial bank and carry interest at 2.3%
to 2.8% per annum (2017 — nil) and have a maturity period of one year from the date of deposit.
The fixed deposits have been provided as lien against facilities obtained from banks [note 19 g)].

13 SHARE CAPITAL

a. At the end of the reporting period, the Parent Company’s authorized share capital is 120
million (2017 — 120 million) shares of 100 Baizas each. The issued and fully paid up share
capital comprises 49.33 million shares of 100 Baizas each (2017 — 49.33 million shares of
100 Baizas each).

b. Shareholders of the Parent Company who have a significant stake in the Parent Company’s
shares, and the number of shares they hold are as follows:

2018 2017
N f Number of
% Holding T UMPrOT o oiding  umber o
shares shares
Maryam International LLC 20.27 10,000,000 20.27 10,000,000
Al Maha Financial Services LLC 19.08 9,411,428 12.97 6,400,000
Mrs Maryam A. M. Zawawi 17.23 8,497,668 17.23 8,497,668
Ms Muna Noor Brian Ritchie 15.07 7,432,542 15.07 7,432,542
Th [tan’ ial F
e Sultan’s Special Forces 10.14 5,000,000 10.14 5,000,000
Pension Fund
Muna Noor International LLC 8.11 3,999,980 8.11 3,999,980

c. The Parent Company has issued 29,330,250 shares of 100 Baizas each in the year 2010 to
the shareholders of Techrock at the estimated fair value of 562 Baizas each resulting in a
share premium of 462 Baizas on each share amounting to RO 13,550,576 [note 8 €)].
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14 RESERVES

a. Legal reserve

In accordance with Article 106 of the Commercial Companies Law of the Sultanate of
Oman, 1974 (as amended) and Company Law of United Arab Emirates, 10% of the net
profit of the individual Companies (parent and subsidiaries) has been transferred to a non-
distributable legal reserve until the amount of the legal reserve becomes equal to one third
of the share capital of Oman registered Companies and one half of the capital of UAE
registered subsidiary companies.

b. Special reserve
The special reserve is an optional reserve and can be released to retained earnings on a
Board of Directors’ resolution.

15 PROPOSED DIVIDEND

Subsequent to the end of the reporting period, the Board of Directors have proposed a cash
dividend of 6% (2017 — nil) [RO 0.006 per share (2017 — nil)], subject to shareholders’ approval
at the forthcoming Annual General Meeting. Dividend per share is determined by dividing the
proposed dividend for the year by the weighted average number of ordinary shares outstanding
of 49,330,250 shares (2017 — not applicable).

16 NET ASSETS PER SHARE

Net assets per share is calculated by dividing the net assets (equity) by the number of shares
outstanding at the end of the reporting period as follows:

2018 2017
Grou Parent Grou Parent
P Company P Company
Net assets (in Rials Omani) 25,479,668 25,933,751 24,070,653 25,524,509

Number of shares outstanding at

49,330,250 49,330,250 49,330,250 49,330,250
the end of the year

Net assets per share (in Rials Omani) 0.517 0.526 0.488 0.517

17 BASIC EARNINGS / (LOSS) PER SHARE

Basic earnings / (loss) per share is calculated by dividing the net profit / (loss) for the year by the
weighted average number of shares outstanding during the year as follows:

2018 2017
Grou Parent Grou Parent
P Company P Company
Net profit / (loss) for the year

- . 1,409,015 409,242 (1,191,534) 3,904,951
(in Rials Omani)

Weighted average number of shares

. ; 49,330,250 49,330,250 49,330,250 49,330,250
outstanding during the year

Basic earnings / (loss) per share

(in Rials Omani) 0.029 0.008 (0.024) 0.079
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18 TAXATION
2018 2017
U Parent Group Parent
Company Company

RO RO RO RO
Statement of income
Current year 212,612 122,833 165,416 50,035
Prior years [notes b) and c)] 48,560 39,195 55,277 51,741
Deferred tax credit (83,689) (43,053) (157,914) (22,770)

177,483 118,975 62,779 79,006

2018 2017
B Parent Group Parent
Company Company

RO RO RO RO
Statement of financial position
Current liability
Current year 212,612 122,833 165,416 50,035
Prior years - - 46,305 46,305
Prior years’ refund (7,892) (7,892) (7,892) (7,892)

204,720 114,941 203,829 88,448
Non-current liability
Deferred tax liability - - 20,349 20,349
Non-current asset
Deferred tax asset 298,237 22,704 234,897 --

The following further notes apply:

a. Taxation is provided at 15% (2017 — 12%) on the profit for the year adjusted for tax purposes
for entities incorporated in the Sultanate of Oman. During the year, there has been a change
in the tax rate from 12% to 15%. The taxable income exemption of RO 30,000 has also been
withdrawn. THL, TDB and Geodynamics are registered in UAE and are not subject to taxation
in the United Arab Emirates.

b. The Parent Company had filed an Objection with the Secretariat General for Taxation (SGT)
for the tax liability of RO 46,305 that arose on completion of the tax assessment for the year
2011 in the previous year. During the year, the decision on the Objection has been received
from the SGT resulting in a revised tax liability of RO 28,474 which was fully settled by the
Parent Company. The Parent Company has filed an appeal with the Income Tax Committee
against certain of the decisions issued on the Objection filed by the Parent Company for
the revised tax liability. The decision on the appeal was pending at the end of the reporting
period.
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18 TAXATION (continued)

c. During the year, the Parent Company’s tax assessment for the year 2012 has been completed
by the SGT with an additional tax liability of RO 53,406 arising largely from finance costs
disallowed by the SGT, which was fully settled by the Parent Company.

d. During the year, the following taxation assessments of the subsidiaries have been completed
by the SGT with additional demand for tax which has already been settled:

Company Completed assessments Additional tax liability
Year RO
Al Musdaqg Modern Trading LLC 2011 and 2012 19
Al Andalos for Rock Blasting LLC 2012 to 2014 9,346

e. Subsequent to the end of the reporting period, the taxation assessments of a subsidiary,
Al Andalos, for the years 2015 to 2017 have been finalised by the SGT with an additional
demand for tax amounting to RO 746.

f. The status of the taxation assessments within the Group pending to be finalised by the SGT
is as follows:

Company Assessments pending for years

Al Fajar Al Alamia Company SAOG 2013 to 2017
Technical Services and Rock Blasting LLC 2013 to 2017
Al Musdaq Modern Trading LLC 2013 t0 2017
Al Andalos for Rock Blasting LLC None

The Management believes that the amount of additional taxes, if any, that may arise on completion
of the assessments for the above years, will not be material to the financial position of the Group
and the Parent Company at the end of the reporting period.

g. The reconciliation of tax calculated based on accounting profit before tax at the applicable
tax rate with the current tax expense is as follows:

2018 2017
Grou Parent Grou Parent
P Company P Company
RO RO RO RO

Taxation charge on accounting profit 160,642 79,232 727,048 474,475
Net effect oT depreciation, exempt income and 51,970 43,601 (561,632) (424.440)
expenses disallowed

Income tax expense 212,612 122,833 165,416 50,035

 \
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18 TAXATION (continued)

h. The Group’s deferred tax asset in the statement of financial position and deferred tax credit
in the statement of income are attributable to the following items:

Accelerated tax Carry forward

L Goodwill Provisions Total
depreciation losses

RO RO RO RO RO
At 30 June 2017 (137,035) 86,959 (124,235) (40,237) (214,548)
Credited) / ch d to th
(Credited) / charged to the (14,203) . (89,983) 20,497 (83,689
statement of income
At 30 June 2018 (151,238) 86,959 (214,218) (19,740) (298,237)
At 30 June 2016 (92,596) 69,566 (33,604) -- (56,634)
Credited) / ch d to th
(Credited) / charged to the (44,439) 17,393 (90,631) (40237)  (157,914)
statement of income
At 30 June 2017 (137,035) 86,959 (124,235) (40,237) (214,548)

i. The Parent Company’s deferred tax (asset) / liability in the statement of financial position and
deferred tax credit in the statement of income are attributable to the following items:

Accelerated tax

o, Goodwill  Provisions Total
depreciation

RO RO RO RO
At 30 June 2017 (25,881) 86,959 (40,729) 20,349
Credited to the statement of income (10,268) -- (32,785) (43,053)
At 30 June 2018 (36,149) 86,959 (73,514) (22,704)
At 30 June 2016 (15,359) 69,566 (11,088) 43,119
(Credited) / charged to the statement of income (10,522) 17,393 (29,641) (22,770)
At 30 June 2017 (25,881) 86,959 (40,729) 20,349

j. The deferred tax credit to Group’s and Parent Company’s statement of income amounting
to RO 51,050 and RO 4,070, respectively, attributable to change in tax rate was adjusted in
the year 2017.

19 TERM LOANS

/ N

2018 2017
Parent Parent
Group Company Group Company
RO RO RO RO
Term loan 1 [note a)] -- -- 1,975,000 1,975,000
Term loan 2 [note a)] -- -- 400,000 400,000
Term loan 3 [note b)] 606,106 606,106 1,072,774 1,072,774
Term loan 4 [note c)] 3,850,000 3,850,000 3,950,000 3,950,000
Term loan 5 [note d)] 286,709 286,709 156,000 156,000
Term loan 6 [note €)] 354,722 -- 176,320 --
Term loan 7 [note f)] 822,965 - -- --
Total 5,920,502 4,742,815 7,730,094 7,553,774
Less: current portion of loans (1,630,168) (1,571,668) (3,546,668) (3,546,668)
Less: deferred financing cost (102,500) (102,500) (82,500) (82,500)
Non-current portion 4,187,834 3,068,647 4,100,926 3,924,606
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19 TERM LOANS (continued)
The following further notes apply:

a.

b.

Term loans 1 and 2 were fully paid during the year.

Term loan 3 is obtained by the Parent Company and carries interest at 5.75% per annum (2017
- 5.25% per annum) which is payable in arrears on a monthly basis. The loan is repayable in
semi-annual installments of RO 233,334 and a final installment of RO 139,438 in December
2019.

Term loan 4 is obtained by the Parent Company with a sanctioned amount of RO 3.9 million.
The loan carries interest at 6% per annum (2017 — 6% per annum) which is payable in arrears
on a monthly basis. The loan is repayable as follows:

First installment of RO 100,000 in January 2018;
7 half-yearly installments of RO 500,000 thereafter; and
Final installment of RO 300,000.

Term loan 5 is obtained by the Parent Company with a sanctioned amount of RO 525,000,
of which RO 286,000 has been availed. The loan carries interest at 5.75% per annum (2017
—-5.25% per annum) which is payable in arrears on a monthly basis. The loan is repayable in
semi-annual installments of RO 52,500 which commenced from December 2017.

Term loan 6 is obtained by Techrock with a sanctioned loan of RO 585,000. The loan carries
interest at 5.75% per annum (2017 — 5.25% per annum) and is repayable in 10 equal semi-
annual installments of RO 58,500 commencing from April 2019.

Term loan 7 is obtained by Techrock with a sanctioned loan of RO 920,000. The loan is
subject to interest at 5.75 % per annum (2017 — not applicable). The loan is repayable in 10
equal semi-annual installments of RO 100,000 commencing from April 2020.
The term loans and other borrowing facilities (note 21) are secured by:
first charge over the Group’s assets with a value of RO 15.97 million;
+commercial mortgage and joint insurance over assets financed;
+ irrevocable assignment of the Group’s project receivables on an ongoing basis [note 10 f)];
assignment of subsidiary’s dividend;
assignment of the performance bond issued in the favor of Group’s customers;
lien over fixed deposits (note 12) and
corporate guarantees of the Parent Company and subsidiaries.

. The maturity profile of the non-current portion of the term loans (excluding deferred financing

costs) is as follows:

2018 2017

Parent Parent

Group Company Group Company

RO RO RO RO

Between 1 to 2 years 1,638,147 1,321,147 1,517,668 1,517,668
Between 2 to 5 years 2,572,965 1,850,000 2,665,758 2,489,438
Above 5 years 179,222 - -- --

4,290,334 3,171,147 4,183,426 _ 4,007,106
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20 FINANCE LEASES

Group
2018 2017
RO RO
Outstanding finance leases 247,031 478,823
Less: current portion (195,624) (231,792)
Non-current portion of finance leases 51,407 247,031

The following further notes apply:

a. The finance leases are secured by the joint registration and insurance of the related property,
plant and equipment in the names of the subsidiary and the lease financer [note 5 d)] and
corporate guarantee issued by the Parent Company.

b. Thefinance leases carry interest at commercial rates and are repayable in monthly installments
over a period of 4 years. Amounts due within one year are shown as a current liability.

21 BANK BORROWINGS

2018 2017
Parent Parent
Group Company Group Company
RO RO RO RO
Bank overdraft 4,809,996 1,594,024 2,089,444 1,241,895
Loan against trust receipts 2,520,258 1,301,202 3,642,473 785,781
Bills discounted 350,000 - 528,500 --

7,680,254 2,895,226 6,260,417 2,027,676

The following further notes apply:

a. Bank borrowings are obtained from a local commercial bank at commercial rates prevailing
in the Sultanate of Oman. The interest rates on bank borrowings are subject to re-negotiation
with the bank upon renewal of the facilities, which generally takes place on an annual basis.
The securities on the bank borrowings have been detailed in note 19 g).

b. The credit facility agreement with the bank contains certain restrictive covenants which, if
violated, could permit the bank to cancel or reduce the facilities or impose penal charges.

22 ACCOUNTS AND OTHER PAYABLES

2018 2017
Parent Parent
Group Company Group Company
RO RO RO RO
Accounts payable 2,359,980 863,530 2,399,080 724,926
Advance from customers 6,064 289 6,063 288
Due to subsidiaries [note 23 b)] - 2,417,055 -- 1,109,006
Due to related parties [note 23 c)] 18,414 -- 55,335 --
Other payables and accruals 857,727 102,988 768,910 104,508

3,237,185 3,383,862 3,229,388 1,938,728
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23 RELATED PARTY TRANSACTIONS

The Group enters into transactions in the normal course of business between themselves, key
management personnel (including Board of Directors) and entities in which the key management
personnel have control or exercise significant influence. The prices and terms of payment for
these transactions are approved by the Parent Company’s Board of Directors.

a. The nature and volume of significant related party transactions undertaken during the year
are as follows:

2018 2017
Grou Parent Grou Parent
s Company P Company
RO RO RO RO
Sales of goods and services
- Techrock -- 3,800,258 -- 1,833,983
- Al Musdaq -- 1,276,220 -- 1,546,865
- Al Andalos -- 39,987 -- 57,909
Sales of drilling accessories
- Techrock -- 3,075 - -
Recovery of shared overheads
- Techrock -- 420,970 -- 407,903
- Al Musdaq -- 86,799 -- 118,838
- Al Andalos -- 1,135 -- 2,820
Expenses charged by related parties
- Techrock — other costs -- 118,737 - 53,584
- Al Musdaq -- 4,487 -- 20,060
- Ms Maryam A M Zawawi - - 84,000 -
- Ms Muna Noor Brian Ritchie 84,000 -- - -
- Muna Noor Engineering and Cont. 12,898 - 61,493 -
Finance costs charged by related parties
- Techrock -- 17,217 - 33,961
- Al Andalos -- - - 5,002
- Bank Sohar SAOG 396,986 203,195 760,140 555,796
Finance costs recovered from
related parties
- Techrock -- 56,823 - 87,349
Sale of motor vehicles
- Muna Noor Brian Ritchie - - 7,225 7,225
Dividend income
- Techrock - - - 5,000,000
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23 RELATED PARTY TRANSACTIONS (continued)

b. The amount due from and due to subsidiaries have arisen in the normal course of business
and repayable in accordance with the terms of the transactions. The amount due from
subsidiaries is not subject to interest. The amounts due to subsidiaries are subject to interest
of 1.25% per annum (2017 — 1.25% per annum) [note 29 a)].

c. The amounts due from and due to related parties are not subject to interest and repayable in
accordance with the terms of the transactions (2017 — similar terms).

d. The Parent Company has also availed borrowing facilities for the benefit of the subsidiaries,
which are subject to interest of 5.25% to 6% per annum and are recovered from the
subsidiaries. Accordingly, the finance costs presented in the statement of income of the
Parent Company are net of such recoveries [note 29 b)].

e. The compensation to key management personnel during the year is as follows:

2018 2017
Grou Parent Grou Parent
P Company P Company

RO RO RO RO
Short term employment benefits 540,693 274,664 462,246 274,512
Employees’ end of service benefits 41,652 21,712 18,692 11,836
Directors’ meeting attendance fees
(see note below and note 27) 50,500 50,500 49,750 49,750
Board of Managers’ remuneration 22,200 --
Director’s remuneration

4,650 4,650 - -

(see note below and note 27)

637,495 351,526 552,888 336,098

Note:

Directors’ meeting attendance fees and remuneration are subject to shareholders’ approval at
the forthcoming Annual General Meeting.

24 DIRECT COSTS

2018 2017
G Parent G Parent

roup Company roup Company

RO RO RO RO
Cost of materials and overheads 11,726,482 3,336,071 10,160,589 2,446,224
Salaries and employee related costs 3,031,735
[note 28 a)] 2,937,288 410,070 438,422
Depreciation [note 5 b)] 899,012 149,946 913,392 120,768
Amortization of intangible asset (note 6) 11,366 -- 8,524 --
Provision for slow and
non-moving inventories [note 9 b)) 15,690 12,042 15,224 13,733
Provision for slow and non-moving inventories . . (1,468) N
written back [note 9 b)] ’

15,589,838 3,908,129 14,127,996 3,019,147

/)
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25 OTHER INCOME

2018 2017
Grou Parent Grou Parent
P Company P Company
RO RO RO RO
Survey income 56,758 -- 55,767 --
Transport income 46,368 46,368 49,412 49,412
Ren'gal / hirfe income 61,244 14,580 30,046 11,927
Profit on. disposal of property, plant 14136 _ N 11,695
and equipment
Miscellaneous 81,193 73 50,811 1,225
259,699 61,021 186,036 74,259
26 SELLING AND DISTRIBUTION
2018 2017
Grou Parent Grou Parent
P Company P Company
RO RO RO RO
Transportation and container hire charges 506,218 506,218 380,759 380,759
Advertisement 33,692 9,535 50,141 6,793
Magazine hire charges and related expenses 29,305 29,305 35,763 35,763

569,215 545,058 466,663 423,315

27 GENERAL AND ADMINISTRATION

2018 2017
Grou Parent Grou Parent
P Company P Company
RO RO RO RO

Allowance for credit losses [note 10 b)] 817,584 206,538 651,856 165,387
Salaries and related costs [note 28 a)] 538,722 257,919 465,841 257,897
Professional fees 297,773 37,110 107,279 25,574
Management and administration charges 259,003 - 247,324 --
Rent 201,897 13,200 203,369 13,200
Registration and renewal 146,180 5,958 108,032 5,352
Insurance 61,117 9,808 63,080 10,622
Travelling and conveyance 51,619 24,776 34,750 21,265
Postage and telephone 53,041 9,892 48,440 9,642
Directors’ meeting attendance fees 50,500 50,500 49,750 49,750
[note 23 €)]

Vehicle operating costs 45,650 1,284 23,012 883
Depreciation [note 5 b)] 34,643 13,144 41,132 16,008
Printing and stationery 14,835 5,728 12,667 5,881
Directors’ remuneration [note 23 €)] 4,650 4,650 - -
Annual general meeting expenses 7,131 7,131 6,410 6,410
Donation 5,300 5,300 - -
Write-off of property, plant and equipment 908 - 2,231 2,231
Amortisation (note 6) 3,050 729 -- --
Los§ on disposal of property, plant and _ _ 052,033 _
equipment

Miscellaneous 55,594 20,180 117,078 19,515

2,649,197 673,847 2,434,284 609,617

 \
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28 SALARIES AND EMPLOYEE RELATED COSTS

a. Salaries and employee related costs are included under:

Direct costs (note 24)
General and administration (note 27)

b. Salaries and employee related costs comprise the following:

Salaries, wages and allowances

Cost of end of service benefits for
expatriate employees [note 28 c)]

Contributions to defined contribution
retirement plan for Omani employees

2018 2017
Grou Parent Grou Parent
= Company P Company
RO RO RO RO
2,937,288 410,070 3,031,735 438,422
538,722 257,919 465,841 257,897
3,476,010 667,989 3,497,576 696,319
2018 2017
Grou Parent Grou Parent
P Company P Company
RO RO RO RO
3,253,219 607,226 3,337,923 663,391
167,508 40,724 108,216 14,735
55,283 20,039 51,437 18,193
3,476,010 667,989 3,497,576 696,319

c. Movement in expatriate employees’ end of service benefits liability during the year is as

follows:

At the beginning of the year
Expense for the year [note 28 b)]
Transferred from subsidiaries
Settled during the year

At the end of the year

29 FINANCE COSTS

Interest expense:
Term loans

Short term borrowings
Finance leases

Bank charges

/

2018 2017
Broup Parent Group Parent
Company Company
RO RO RO RO
803,852 276,353 716,692 252,336
167,508 27,028 108,216 14,735
-- 13,696 -- 13,572
(70,985) (9,407) (21,056) (4,290)
900,375 307,670 803,852 276,353
2018 2017
Broup Parent Group Parent
Company Company
RO RO RO RO
382,575 300,815 395,596 317,351
367,883 152,127 304,256 150,575
16,079 -- 25,520 --
133,056 73,493 70,585 44,486
899,593 526,435 795,957 512,412
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29 FINANCE COSTS (continued)
The following further notes apply:

a. Interest on short term borrowings in case of Parent Company includes interest payable to a
subsidiary of RO 17,217 (2017- RO 38,963) charged at the rate of 1.25% (2017 - 1.25%) per
annum by the subsidiary [note 23 a)].

b. Finance costs in case of Parent Company has been set off against interest recovered from
subsidiaries of RO 56,823 (2017 — RO 87,349) towards borrowing facilities availed by the
Parent Company for the subsidiary’s beneficial interest [note 23 d)].

30 CONTINGENCIES AND COMMITMENTS

a. Significant lease commitments
The Parent Company and a subsidiary, Techrock, have entered into long-term operating lease
agreements for the lands on which Parent Company’s magazines and manufacturing facilities
and subsidiary’s buildings are constructed. Under the terms of the agreements, the future
rental payments are as follows:

Group Parent
2018 2017 2018 2017
RO RO RO RO
Not later than one year 26,250 26,250 2,250 2,250
Later than 1 year not later than 5 years 129,000 129,000 9,000 9,000
Later than 5 years 37,409 63,659 21,409 23,659
192,659 218,909 32,659 34,909

b. Other contingencies and commitments
At the end of the reporting period, the Group and Parent Company have commitments and
contingent liabilities entered into in the normal course of business, from which it is anticipated
that no material liabilities will arise.

2018 2017
Parent Parent
Group Company Group Company
RO RO RO RO
Contingencies
Corporate guarantees 17,831,500 9,966,500 21,350,000 7,385,000
Other guarantees 86,774 1,754 189,189 22,554

17,918,274 9,968,254 21,539,189 _ 7,407,554

Commitments

Purchase commitments 769,624 769,624 864,466 864,466
Outstanding letters of credit 187,130 187,130 72,082 72,082
Capital commitments 914,716 32,180 53,965 53,965

1,871,470 988,934 990,513 990,513

V \




Annual Report 2017-18

AL FAJAR AL ALAMIA CO. SAOG

Notes to the financial statements (Continued)

31 FINANCIAL RISK AND CAPITAL MANAGEMENT

The Group’s activities expose it to various financial risks, primarily being, market risk (including
currency risk and interest rate risk), credit risk and liquidity risk. The risk management is carried
out internally by the Management in accordance with the approval of the Board of Directors.

a. Market risk
Currency risk

The Group and Parent Company are exposed to foreign exchange risk on sales, purchases,
receivables and payables arising primarily from US Dollar and UAE Dirham. As the Rial Omani
and UAE Dirham are pegged against the US Dollar, the Management does not believe that
the Group is exposed to any material currency risk relating to US Dollar and UAE Dirham.

Interest rate risk

The Group and the Parent Company have term loans, finance leases, bank borrowings and
dues to subsidiaries, which are interest bearing and exposed to changes in market interest
rates. The relevant interest rates are disclosed in notes 19, 20, 21 and 23 b) respectively to
the financial statements.

The Management manages its exposure to interest rate risk by ensuring that they are as far
as possible on a fixed rate basis.

At the end of the reporting period, if the interest rate were to fluctuate by + / - 0.5% on
external borrowings, the impact on the Group’s and Parent Company’s interest and profits
would have been RO 68,635 and RO 50,276 respectively (2017 — RO 72,347 and RO 53,452).

b) Credit risk

Credit risk primarily arises from credit exposures to customers, including outstanding
receivables and committed transactions. The Group has a credit policy in place and exposure
to credit risk is monitored on an ongoing basis. Credit evaluations are performed on all
customers requiring credit over a certain amount.

The Group has significant concentrations of credit risk, details of which are provided in
note 10 c). The Group manages concentration of its credit risk by regular follow up and by
monitoring collections.

The maximum exposure to credit risk for trade receivables at the reporting date for the Group
and the Parent company is limited to the carrying values.
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31 FINANCIAL RISK AND CAPITAL MANAGEMENT (Continued)

c) Liquidity risk

The Group maintains sufficient bank balance and cash and has also availed borrowing
facilities from a local commercial bank to meet its obligations as they fall due for payment.
Accordingly, the Group is not subject to significant liquidity risk.

The table below analyses the Group’s and Parent Company’s financial liabilities as at the end
of the reporting period based on the contractual maturity dates:

Group Oto3 3to12 Above Total
months months 1 year
RO RO RO RO
At 30 June 2018
Term loan 500,000 1,130,168 4,187,834 5,818,002
Finance leases 57,948 137,686 51,407 247,041
Bank borrowings 4,680,405 2,999,849 -- 7,680,254
Accounts and other payables 3,231,121 -- -- 3,231,121
8,469,474 4,267,703 4,239,241 16,976,418
Oto3 3to12 Above
Group months months 1 year Total
RO RO RO RO
At 30 June 2017
Term loan 705,000 2,841,668 4,100,926 7,647,594
Finance leases 57,948 173,844 247,031 478,823
Bank borrowings 2,511,482 3,748,935 -- 6,260,417
Accounts and other payables 852,139 2,371,186 -- 3,223,325
4,126,569 9,135,633 4,347,957 17,610,159
Oto3 3to 12 Above
Parent Company months months 1 year Total
RO RO RO RO
At 30 June 2018
Term loan 500,000 1,071,668 3,068,647 4,640,315
Bank borrowings 2,023,795 871,431 -- 2,895,226
Accounts and other payables 518,470 2,865,103 -- 3,383,573
3,042,265 4,808,202 3,068,647 10,919,114
Oto3 3to 12 Above
Parent Company months months 1 year Total
RO RO RO RO
At 30 June 2017
Term loan 705,000 2,841,668 3,924,606 7,471,274
Bank borrowings 513,130 1,514,546 - 2,027,676
Accounts and other payables 499,205 1,439,235 -- 1,938,440
1,717,335 5,795,449 3,924,606 11,437,390

V \
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31 FINANCIAL RISK AND CAPITAL MANAGEMENT (cContinued)

d)

Capital management
The Group’s objectives when managing capital is to enable the entity to continue as a going
concern, so that they can continue to provide returns for shareholders and benéefits for other
stakeholders by pricing products and services commensurate with the level of risk. The
Group sets capital in proportion to risk and makes adjustments to it in the light of changes in
economic conditions, the risk characteristics of the underlying assets, and covenants entered
into with the providers of external debt, if any.

In order to maintain or adjust the level of equity, the Group adjusts the level of dividends paid
to shareholders, issue new shares, or sell assets to reduce debt. The Group also ensures
compliance with externally imposed capital requirements.

In the context of managing capital, the Group has covenanted with banks providing external
debt to maintain specified ratios. At the end of the reporting period, certain ratios were not
within the covenanted level and the Group intends to comply with the requirements of the
bank in the near future.

The Group monitors capital on the basis of the gearing ratio. The gearing ratios at 30 June
2018 and 2017 were as follows:

e Parent Group Parent
Company Company
2018 2018 2017 2017
RO RO RO RO

Total borrowings 18,745,287 7,535,541 14,386,834 9,498,950
Less: cash and cash equivalents (246,895) (24,062) (470,978) (21,046)
Net debt 13,498,392 7,511,479 13,915,856 9,477,904
Equity 25,479,668 25,933,751 24,070,653 25,524,509
Total capital 38,978,060 33,445,230 37,986,509 35,002,413

Gearing ratio 35% 22% 37% 27%
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32 SEGMENT REPORTING

The Group has two reportable segments, which are the Group’s strategic business units. For each
of the strategic business units, the Group’s Management review internal management reports
on a regular basis. The following summary describes the operations in each of the Group’s
reportable segments:

Explosives manufacturing and trading: Includes manufacture and sale of explosives.
Drilling and blasting: Includes services of drilling and blasting.

Information regarding the results of each reportable segment is included on page 70. Performance
is measured based on segment profit before tax, as included in the internal management reports
that are reviewed by the Group’s Management. Segment profit is used to measure performance
as Management believes that such information is the most relevant in evaluating the results of
certain segments relative to other entities that operate within these industries.

33 COMPARATIVES

Previous year figures have been regrouped or reclassified, wherever necessary, so that they
conform to the presentation adopted in the financial statements for the current year.
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