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BOARD OF DIRECTORS’ REPORT

On behalf of the Board of Directors, | am pleased to submit the annual report of Al Maha Petroleum Products
Marketing Co. SAOG, to you for the year ended 31 December 2016.

Overview

The year 2016 turned out to be a year of extreme challenge, not only for Oman, but for many of the oil
exporting nations. As countries across the GCC faced revenue pressures due a lower oil price environment,
Oman balanced reduced public spending with economic diversification efforts, to keep growth on a
positive path.

Your Company’s performance was also affected by the prevailing turbulent economic environment.
Removal of fuel subsidy in early 2016, has resulted in a decline in the demand for our products by 4%, in
line with the industry average decline and against annual growth of 5% to 6% prior to subsidy cut. Further,
the change in the consumer behavior from Super (M95) to Regular (M90/M91), also affected our revenue
and margin stream.

Despite decrease in sales volume by 4% due to decrease in demand, total sales value for the year 2016 has
increased by RO 53 million (15% ) mainly due to increase in the domestic fuel prices due to redundancy of
subsidies effective from mid Jan 2016.

The net profit recorded in 2016 stood at RO 8.1 million registering a decrease of 12% over 2015, mainly due
to the increase in Operating & administration expenses and Finance charges in 2016.

As a result of drop in the net profit, earnings per share have decreased to RO 0.118 in 2016, compared to
RO 0.133in 2015.

Total equity has increased to RO 51.4 million at the end of 2016 from RO 50.2 million at the end of 2015,
registering a growth of 2%.

Major developments during the year

Retail segment recorded a growth of 15% in sales value during the year mainly due to increase in domestic
fuel prices from mid Jan 2016, despite drop in product demand mainly in the border areas. 7 new filling
stations were opened to the public in 2016, taking the number of filling stations at the end of 2016 to 200,
with another 7 filling stations in various stages of construction.

Commercial segment registered an impressive growth of 24% in terms of sales value during the year
due to the increased demand from the public utility sector and other major customers coupled with the
increase in domestic fuel prices from mid Jan 2016.

Aviation segment grew up further during the year due to increased fuel supplies to Oman Air & other
commercial airlines operating in the Muscat International airport. However, the drop in average international
aviation fuel prices in 2016 compared to the year 2015, caused decrease in aviation sales value by 11%.

Market share

Based on the information published in the financial results of the other petroleum products marketing
companies, your Company’s market share in 2016 stood at 33%.
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Future plans

With the upward momentum resulting from a modest recovery in oil prices in the later part of 2016,
combined with the effects of ongoing reform efforts and strategies aimed at enhancing non-oil activity,
economic activity is projected to pick up pace in 2017 and beyond. We have been committed and shall
remain so for managing the risks of the business and planning future growth of your Company to ensure
maximum value creation for all our stakeholders.

Dividend

In line with our consistent dividend policy of maintaining a sustainable dividend payment, which will
address the financial strength of the Company, support its long term strategies and at the same time, will
pay a reasonable dividend to the shareholders, the Board of Directors has recommended a cash dividend of
100 %of share capital (Baiza 100 per share) against 2016 profit, subject to the approval of the shareholders’
Annual General Meeting.

Below are the dividends declared since 2011 :

2016 2015 2014 2013 2012 2011
Cash dividend :
RO ‘000 6,900 6,900 7,590 6,900 6,210 5,865
% of share capital 100% 100% 110% 100% 90% 85%

Social responsibility & HSE

We manage our business in a way that promotes social, environmental and economic benefits for
our stakeholders. We provide financial & in kind support to various local charitable associations and
comprehensive welfare facilities to our employees to take care of their health, economic betterment, social
status etc, and to enable them to give their best at the workplace. Given the nature of the oil industry
and the particular challenges of many of the working locations, we are committed to the highest “Health,
Safety and Environment (HSE)” standards._

Acknowledgement

On behalf of the Board of Directors, | take this opportunity to express our most sincere gratitude and loyalty
to His Majesty Sultan Qaboos Bin Said, who has been providing ideal political, economic, and financial
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REPORT OF FACTUAL FINDING

TO THE SHAREHOLDERS OF AL MAHA PETROLEUM PRODUCTS MARKETING
COMPANY SAOQG

We have performed the procedures agreed with you pursuant to the Capital Market
Authority's (CMA) circular no. E/4/2015, dated 22 July 2015, with respect to the Board of
Directors' corporate governance report of Al Maha Petroleurn Products Marketing
Company SAOG (the "Company™) as at and for the year ended 31 December 2016 and its
application of the corporate governance practices in accordance with amendments to CMA
Code of Corporate Governance Issued under circular no. Ef10/2016 dated 1 December
2016 (collectively the “Code™). Our engagement was undertaken in accordance with the
International Standard on Related Services applicable to agreed-upon procedures
engagements. The procedures were performed solely to assist you in evaluating the extent
of the Company's compliance with the Code as issued by the CMA and are summarised as
follows:

1} We obtained the corporate governance report (the “report™) issued by the Board of
Directors and checked that the report of the Company includes as a minimum, all
items suggested by the CMA to be covered by the report as detziled in the
Annexure 3 of the Code by comparing the report with such suggested content in
Annexure 3; and

2) We obtained the details regarding areas of non-compliance with the Code identified
by the Company's Board of Directors for the year ended 31 December 2016. The
Company's Board of Directors has identified certain areas of non-compliance with
the Code, which are included in the Company's report.

We have no exceptions to report in respect of the procedures performed.

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 of the
corporate governance report 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 accompanying corporate governance report of Al Maha Petroleum Products Marketing
Company SAOG to be included in its annual report for the year ended 31 December 2016
and does not extend to any financial statements of Al Maha Petroleum Products Marketing
Company SAQG, taken as a whole.
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Our Corporate Governance Philosophy

Good corporate governance is about maximizing shareholder value on a sustainable basis while
ensuring fairness to all stakeholders: customers, partners, investors, employees, government and society.
Our corporate governance is a reflection of our value system encompassing our culture, policies and
relationships with our stakeholders.

We are committed to defining, following and practising the highest level of corporate governance across
all our business functions.

Our Corporate Governance structure is based on the Code of Corporate Governance issued by the Capital
Market Authority (CMA).

Board of Directors

The Board of Directors (‘the Board’) is at the core of our corporate governance practice and oversees how
the Management serves and protects the long-term interests of all our stakeholders. We believe that an
active, well-informed and independent Board is necessary to ensure the highest standards of corporate
governance.

The Board’s main responsibilities include:

«  Reviewing the strategic plans and operational performance
. Reviewing the effectiveness of internal controls

«  Approval of business plans and budgets

«  Approval of quarterly and annual financial statements

«  Approval of policies and procedures

Election of the Board of Directors

The Board of directors is elected by the shareholders of the Company at the Annual General Meeting of the
Company.

Elections of the members of the Board of Directors are carried out in the Annual Ordinary General Meetings
of the Company in accordance with the provisions of the Commercial Companies Law and the guidelines
issued by the Capital Market Authority.

If the office of a director becomes vacant in the period between two annual ordinary general meetings,
the board appoints a temporary director to assume his office until the next ordinary general meeting in
accordance with the provisions of the Commercial Companies Law.

Current Board

The current Board was elected in the Annual General Meeting held on 22 March 2016.

As at 31 December, 2016, the Board consists of seven members of which four are independent directors.
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The relevant details of the Directors as at 31 Dec 2016 are as below:

|
No

Director’s name Designation
Dr. Juma Ali Juma Al-Juma Chairman
(elected on 22 March 2016 for the
new Board session)
Gamal Aly Aly Al-Gamal Deputy
(re-elected on 22 March 2016 for Chairman
the new Board session)
Mohammed Ali Said Al-Qassabi Director
(re-elected on 22 March 2016 for
the new Board session)
Sultan Khalifa Saleh Al-Tai Director
(re-elected on 22 March 2016 for
the new Board session)
Saleh Nasser Juma Al-Araimi Director
(elected on 22 March 2016 for the
new Board session)
Saif Salim Saif Al-Harthi Director
(elected on 22 March 2016 for the
new Board session)
Hamed Salim Hamed Al Maghdri Director
(appointed on 08 Sep 2016)
Previous members :
Mohammed Fareed Hussain Al Director
Darwish
(resigned on 31 Aug 2016)
Noor Mohamed Abdulrahman Chairman
(until 22 Mar 2016)
Al Sayyid / Munther Saif Hamed Deputy
Al-Busaidi Chairman
(until 22 Mar 2016)
Rashid Saif Mohamed Al Director

Mardoof Al Saadi
(Resigned on 01 Jan 2016)

Status

Dependent

Independent

Independent

Dependent

Independent

Independent

Dependent

Directorships

mI:::i:\d . AGM in other
95 Attended SAOG
attended .
Companies
9 N/A HSBC Bank
Oman SAOG
11 YES
13 YES
12 YES Al Batinah
Hotels Co.
SAOG
9 N/A Al Izz Islamic
Bank SAQG,
Oman
Fisheries SAOG
10 N/A Al Omaniya
Financial
Services
SAOG
3 N/A
8 YES
3 YES
2 YES
- N/A Al Saffa Foods
SAOG, Takaful
insurance
SAOG& Oman
Orix leasing
SAOG

-
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Number of Board meetings in 2016:

The Board held 13 meetings in 2016 as detailed below:

1) 12 Jan 2016 2) 04 Feb 2016 3) 18 Feb 2016 4) 22 Mar 2016
5) 27 Apr 2016 6) 23 May 2016 7) 26 Jun 2016 8) 31 Jul 2016
9) 31 Aug 2016 10) 20 Oct 2016 11) 13 Dec 2016 12) 27 Dec 2016
13) 29 Dec 2016

The intervals between the board meetings are in line with the CMA requirement of a maximum interval of
four months.

Audit Committee

Role of Audit Committee

The Audit Committee Charter defines the duties and responsibilities of the Committee, which are concisely:-
. Ensuring compliance with CMA regulations and Code of Corporate Governance.

«  Review quarterly and annual financial statements.

«  Considering external audit fees and terms of engagement.

. Reviewing and approving the annual internal and external audit plans and ensuring that auditors
have full and unrestricted access to all relevant documents and staff.

«  Oversight of all audit activities and internal control evaluation.

. Reviewing proposed specific transactions with related parties and making recommendations to the
Board.

«  Conduct any special investigations and report to the Board.

The Audit Committee approved the Internal Audit Charter and issued the Audit Committee Charter which
was later approved by the Board of Directors.

The Company has an internal audit function that reports to the Audit Committee.

Composition of Audit Committee

The Audit Committee comprises a Chairman and two Directors, all of whom are non-executive and two
of them are independent directors. The Committee members are knowledgeable in finance, industry and
laws and regulations governing SAOG companies.

Audit Committee meetings
The Audit Committee met 10 times in 2016 as detailed below:

1) 17 Feb 2016 2) 03 March 2016 3) 27 Apr 2016 4) 15 May 2016
5) 23 May 2016 6) 31 Jul 2016 7) 09 Aug 2016 8) 20 Oct 2016
9) 07 Nov 2016 10) 26 Dec 2016
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The attendance record of the Audit Committee meetings was as follows

Saleh Nasser Juma Al-Araimi Chairman Independent 8
(from 22 March 2016)

2) Mohammed Ali Said Al-Qassabi Member Independent 9
Sultan Khalifa Saleh Al-Tai Member Dependent

1) Gamal Aly Aly Al-Gamal Member

(until 22 March 2016)

Executive Committee

Role of Executive Committee

The Executive Committee is delegated the powers and authority to facilitate the smooth running of the
operations of the Company and to provide the Board with a mechanism for considering in depth, any issue
that the Board consider that it requires detailed attention . The Committee’s main areas of competence are
as follows:

« Strategicissues

+ Investment decisions

+ Treasury and liquidity management

« Business plans and budgets

« Major changes in policies and procedures

- Proposals for new business areas

« Progress reviews

«  Staff matters

«  Other matters referred by the Board to the Committee

Composition of Executive Committee

The Executive Committee comprises of two independent directors and one dependent director.

Executive Committee meetings

The Executive Committee met 4 times in 2016 as detailed below:

1) 05Jan 2016 2) 27Jan 2016 3) 22 May 2016 4) 13 Dec 2016
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The attendance record of the Executive Committee meetings was as follows:

SINo Director’s name Designation Status Meetings
attended
1) Dr. Juma Ali Juma Al-Juma Chairman Dependent 2
(from 22 March 2016)
2) Gamal Aly Aly Al-Gamal Member Independent 2
3) Saif Salim Saif Al-Harthi Member Independent 2
(from 22 March 2016)

Previous members:

1) Al Sayyid / Munther Saif Hamed Chairman 2
Al-Busaidi
(until 22 Mar 2016)

2) Mohammed Fareed Hussain Al Darwish Member 3

(until 31 Aug 2016)

Nomination & Remuneration Committee

The Board constituted “Nomination and Remuneration Committee” during the year, to assist and advise the
Board on the following matters:

1. establishing remuneration & incentive policy for Directors & Executive Management
2. defining bonus policy for Executive Management

3. appointment of skilled persons to the Board & executive management

4. succession planning for directors & executive management

The Remuneration and Nomination Committee comprises a Chairman and two Directors, all of whom are
non-executive and two of them are independent.

The Committee met two times : on 01 December 2016 and 28 December 2016.
The attendance record of the Committee meetings was as follows:-

SINo Director’s name Designation Status Meetings
attended
1) Gamal Aly Aly Al-Gamal Chairman Independent -
2) Mohammed Ali Said Al-Qassabi Member Independent 2
3) Hamed Salim Hamed Al Maghdri Member Dependent 2
(from 08 Sep 2016)

The Company is in the process of formulating a comprehensive work plan and term of reference in this regard.

Corporate Social Responsibility (CSR)

During the year several projects benefitting Society were undertaken. The Company is committed to
continue these initiatives with more vigour in the years ahead.

The Company is in the process of formulating a comprehensive CSR charter code strategy / plan.

(10
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Remuneration of Directors

Sitting fees are paid to the Board and committees members to take account of the additional work involved.
The details of sitting fees are shown below:

« Board Meetings-RO 400 per meeting.

« Audit Committee Meetings-RO 300 per meeting.

«  Executive Committee Meetings-RO 300 per meeting (paid only to non-executive members).
- Nomination & Remuneration Committee sitting fee - RO 300 per meeting.

Details of total sitting fees for the year are given below:

1)  Total sitting fees of the Board of Directors meetings RO 32,000
2) Total sitting fees of the Audit Committee meetings RO 8,400
3) Total sitting fees of the Executive Committee meetings RO 2,400
4)  Total sitting fees of the Nomination & Remuneration Committee meetings RO 1,200

Total sitting fees RO 44,000

The proposed directors’ remuneration for the year 2016 is RO 155,000 subject to the approval of the Annual
General Meeting, to be held on 20 March 2017.

The details of amounts paid to / proposed for directors for 2016 are shown below:

Sitting Proposed
Director’s name fees remuneration Total
RO RO RO
1) Dr.Juma Ali Juma Al-Juma (from 22 March 2016) 4,200 22,143 26,343
2) Gamal Aly Aly Al-Gamal 5,300 22,143 27,443
3) Mohammed Ali Said Al-Qassabi 8,500 22,143 30,643
4)  Saleh Nasser Juma Al-Araimi (from 22 March 2016) 6,000 22,143 28,143
5) Sultan Khalifa Saleh Al-Tai 7,800 22,143 29,943
6) Saif Salim Saif Al-Harthi (from 22 March 2016) 4,600 22,143 26,743
7) Hamed Salim Hamed Al Maghdri (from 08 Sep 2016) 1,800 6,038 7,838
Previous Members:
1) Mohammed Fareed Hussain Al Darwish (until 31 Aug 2016) 3,200 16,104 19,304
2) Noor Mohamed Abdulrahman (until 22 March 2016) 1,200 - 1,200
3)  AlSayyid / Munther Saif Hamed Al-Busaidi (until 22 Mar 2016) 1,400 - 1,400
4)  Rashid Saif Mohamed Al Mardoof Al Saadi (until 01 Jan 2016) - -
Total 44,000 155,000 199,000

The total sitting fees for each director and the total sitting fees and remuneration for all directors are within
the provisions of the amendments made to the Commercial Companies Law in November 2005.
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Executive Management Team

The names, positions and profiles of the key members of the executive management are as follows:

1. Mohammed Fareed Hussain Al Darwish (Chief Executive Officer)

4 years experience in the field of technical support for assets management

Senior Engineer — Assets development in Abu Dhabi Polymers Company Ltd (Borouge-Adnoc)
from 2009 until 2012

Team Leader - Supply Chain Management in Borouge from 2012 until 2014
Manager - Supply Chain Management in Borouge from 2014 until 2015

Managing Director in Al Maha Petroleum Products Marketing Co. SAOG from August 2015 to Aug
2016.

Chief Executive Officer (CEO) in Al Maha Petroleum Products Marketing Co. SAOG since Sep 2016.

2. Ahmed Bakhit Al Shanfari (General Manager - Sales, Marketing and Business Development)

7 years experience in marketing of petroleum products.
6 years as Marketing Manager in Al Maha Petroleum Products Marketing Co. SAOG until May 2006.

Deputy GM - Marketing and Operations in Al Maha Petroleum Products Marketing Co. SAOG from
May 2006 handling Marketing, Operations and Engineering departments until May 2008.

General Manager - Sales, Marketing & Business Development in Al Maha Petroleum Products
Marketing Co. SAOG since May 2008.

3. Hamdi Mohamed El Sayed (General Manager - Finance)

Over 15 years experience in the field of Financial Management, Treasury Management etc.

Chief Financial Officer, The Private Office of HH Dr Sheikh Sultan Bin Khalifa Al Nahyan, Abu Dhabi,
UAE, from 2007 to 2015.

Board Member, Executive Committee Member, Audit Committee Member - Al Maha Petroleum
Products Marketing Co. SAOG from 2011 to 2015.

General Manager - Finance in Al Maha Petroleum Products Marketing Co. SAOG since Feb 2016.

4. Hafidh Awadh Al Hadeed (Senior Manager - Aviation Business)

10 years in Al Maha Petroleum Products Marketing Co. SAOG as Manager of Salalah Office until
Feb 2007.

Assistant Manager Aviation Business in Al Maha Petroleum Products Marketing Co. SAOG until
Jan 2008.

Senior Manager Aviation Business in Al Maha Petroleum Products Marketing Co. SAOG since Jan
2008.

5. Osama Mirghani A. Rahim (Senior Manager - Internal Audit)

15 years experience in accounting and finance
10 years experience in internal audit.

Senior Manager - Internal Audit in Al Maha Petroleum Products Marketing Co. SAOG since January
2003.
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Remuneration of top five Executives

The total cost of the top five Executives was approximately RO 636,000 in 2016. The total cost comprises
salaries, pension, end of service benefits, annual bonus, board sitting fees, travel expenses incurred for
business travels and other benefits.

The annual bonus payable to employees is based on annual performance and profit achieved and is
decided by the Board of Directors.

Employment contracts meet the requirements of the Omani labor law and they include additional benefits.

The severance notice periods are 3 months for employees in management grades and one month for other
employees.

The end of service benefits payable to the expatriate employees is one month basic salary for each year of
service for the first 10 years, one month and quarter basic salary for each service year of the following 10
years and one month and half basic salary thereafter. The basic salary used in calculating the end of service
benefits, is the last basic salary paid to the employee.

Shareholders

The shareholders who owned 5% or more of the share capital of the Company at 31 December 2016 were
as follows:

Shareholder’s name % of shareholding Number of shares held

1) ABS Lubricants 40.0% 27,600,000

2) Civil Service Employees Pension Fund 12.9% 8,895,910

3) Public Authority for Social Insurance 6.5% 4,457,512

4) Ministry of Defense 5.4% 3,718,430

Total 64.8% 44,671,852
Distribution of shareholding

el Number of Number of % of .

shareholders shares shareholding

Up to 5,000 966 1,599,751 2%

5,001 - 30,000 371 2,798,636 4%

30,001 -50,000 33 1,356,377 2%

50,001 - 100,000 23 1,681,942 2%

100,001 - 400,000 15 2,425,141 4%

Above 400,000 21 59,138,153 86%

Total 1,429 69,000,000 100%

Dividend policy
The Board of Directors will maintain a sustainable dividend policy which will address the financial strength
of the Company, support its long term strategies and at the same time, will pay a reasonable dividend to
the shareholders.
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Communication with shareholders

The annual and quarterly financial statements are published in two newspapers (Arabic and English).

All the information relating to the Company, news and the financial results are available in the Company’s
website and in Muscat Securities Market website. The Annual General Meeting offers a further opportunity
for the directors to meet with shareholders.

The Annual Report includes the Management Discussions and Analysis Report.

The Company did not have any GDRs/ADRs/Warrants or any other convertible warrants as on 31 December
2016 and hence the likely impact on equity is Nil.

Market price data
The monthly market prices during 2016 are shown in the following table:-

Month High Low Close
RO/ share RO/ share RO/ share
January 1.800 1.700 1.720
February 1.730 1.700 1.700
March 1.705 1.700 1.700
April 1.700 1.600 1.600
May 1.620 1.385 1.510
June 1.510 1.400 1.500
July 1.495 1.475 1.480
August 1.480 1.400 1.470
September 1.470 1.440 1.440
October 1.450 1.410 1.440
November 1.450 1.430 1.440
December 1.600 1.435 1.595

Performance in comparison to MSM services sector index:

5.000 3.000
2.800

4,500 2 &0
4.000 2.400
2.200

3.500 2.000
T i s e | 1.800

— — g s

3,000 r‘?'{ : _:/" 1.600
2,500 AT Ly
1.200

2,000 1 f t f + t t + f $ t 1.000

Jan-16 Felb-16 Mar-16 Ape-16 Mav-16 Jun-16 Jul-16 Aug-16S¢p-16 Oct-16 Nov-16Dec-16
—B—Services sector index —+— Al Maha dosing shareprice
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Statutory auditors

EY is a global leader in assurance, tax, transaction and advisory services. EY is committed to doing its part
in building a better working world. The insights and quality services which EY delivers help build trust and
confidence in the capital markets and in economies the world over.

The MENA practice of EY has been operating in the region since 1923 and employs over 5,000 professionals.
EY has been operating in Oman since 1974 and is a leading professional services firm in the country. EY
MENA forms part of EY’s EMEIA practice, with over 4,000 partners and 100,000 professionals. Globally, EY
operates in more than 150 countries and employs 212,000 professionals in 728 offices. Please visit ey.com
for more information about EY.

The fees payable to EY for the year 2016 amounts to RO 11,200 towards professional services rendered to
the Company (RO 10,000 for audit and RO 1,200 for tax services).

Details of non compliance with the provisions of Corporate Governance

The Company complies with the provisions of the Code of Corporate Governance. However, during the year
2016, there was one case of non-compliance resulting from delay in the disclosure of Il Quarter unaudited
financial statements within the prescribed time limit, for which a penalty was imposed on the Company by
CMA.

Acknowledgement by the Board of Directors

1. The Board of Directors is responsible for the preparation and fair presentation of the financial
statements in accordance with International Financial Reporting Standards and the disclosure
requirements issued by the Capital Market Authority.

2. The Board has overall responsibility for the Company’s internal controls which are designed to
manage rather than eliminate risk to which the Company is exposed and provides reasonable
rather than absolute assurance against material misstatement or loss.

The Board of Directors has reviewed the internal controls and is satisfied that appropriate controls
are in place to implement the Code’s requirements.

3. The Board of Directors believes to the best of its knowledge that there are no material issues
which might affect the continuity of the Company’s operations in the financial year which shall
end on 31 December 2017.

—— o - i)‘d
Juma Ali Juma Al-Juma Saleh Nasser Juma Al-Araimi
Chairman Director
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Business & objectives

The Company is primarily engaged in the marketing & distribution of petroleum products viz. Gasoline
(M91 & M95), diesel, aviation fuel, kerosene & lubricants.

The Company operates with the following objectives:

1. Improving shareholders net-worth and payment of consistent and fair returns

2. Increasing the overall market share in all business areas & effectively addressing the prevailing
competition
Improving the corporate image through better customer service and brand recognition
Recruiting and empowering Omani youths

5. Total commitment to the protection of Health, Safety and Environment (HSE)

> w

Business operations

The Company operates its business through the following segments:
1. Retail sales
2. Commercial sales
3. Other sales (including Aviation & lubricant sales).

The performance of these major segments are discussed below:

1) Retail sales

The retail business unit of Al Maha is oriented towards delivering better and faster service to its customers.
With a network of 200 retail stations, Al Maha reaches every corner of the country, emerging as a one-
stop destination for retail customers with ever-changing needs. Al Maha'’s ubiquitous presence across the
country makes it one of the Oman'’s top corporate brands.

Fuel prices were deregulated/market-linked in mid Jan 2016, phasing out subsidies and brought uniformity
in fuel prices throughout Oman. This presented many challenges and opportunities to your Company and
we are working in close coordination with the Government to face these challenges which are critical to
maintain the growth in this segment.

The increasing trend of fuel prices during the year is represented below:

200
FUEL PRICE RISE - 2016 k8
ig9 - : &
| Fuel Prices (Bzs per Litre)
180
170
150
i3Q
120
130
e ——{ ez
4
e R R S | T
{1-15) |{26-31) Fab-18 | Mar-18 | Apr«18 |May=16| Jun=18 | Jul-18 Aug-16 Sep-16 Oct-16 | Nov-18| Dec-18
Regular (M350 791} 114 140 137 | 130 145 | 149 170 170 158 161 189 173 185
Super {p193) 120 180 153 | 145 158 | 161 180 180 166 170 179 183 176
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MANAGEMENT DISCUSSIONS AND ANALYSIS

Despite the decrease in sales volume due to decrease in demand, the retail sales value has increased by
15% in 2016 when compared with 2015 due to the increase in fuel unit prices during the year, post subsidy
removal in mid Jan 2016, as indicated above.

Higher retail fuel prices affected our retail sales volume growth in 2016 and rising inflation next year might
hit consumer demand. However, Al Maha sees immense potential for growth in retail business in the
years ahead and is strategically positioned to increase market share in this segment by opening more new
stations and renovating / rebranding existing stations.

2) Commercial sales

Al Maha continued its growth in the Commercial & Industrial segment, driven by increased demand from
the public utility sector and other major customers. Further, increase in fuel unit prices from mid Jan 2016,
significantly pushed up Commercial sales, as the new commercial pricing is linked to the retail pump rates
announced by the Government on a monthly basis. Overall, we achieved an increase of 24% growth in this
business segment in the year 2016 over 2015.

Deregulation of fuel prices from mid Jan 2016 has brought up exposures which resulted in higher volume
in Accounts receivables. A review of new credit policy & procedures to reduce the time of “Order to Cash
Cycle” has been done and will be implemented.

3) Other sales

Other sales comprise aviation fuel and lubricants sales.

Aviation sales segment has seen a reduction of 11% in 2016 mainly on account of significant drop
in international oil prices, despite increased fuel supplies to other commercial airlines at the Muscat
International airport.

Although, we encounter aggressive competition in lubricants business, plans are in place to improve
lubricants business in 2017.

Financial performance

2016 2015 Increase/ (decrease)
RO-Million RO-Million RO-Million %
Sales 402.2 3493 529 15%
Expenses 21.5 19.96 1.54 8%
Net Profit after tax 8.1 9.2 (1.1) (12%)
Net assets 51.4 50.2 1.2 2%
Earning Per Share - RO 0.118 0.133
Net assets per share - RO 0.745 0.727

Return on equity - % 15.8% 18.3%
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MANAGEMENT DISCUSSIONS AND ANALYSIS

Sales have increased to RO 402.2 million in 2016 (2015: RO 349.3 million), an increase of RO 52.9 million
(15%) on account of increase in retail and commercial businesses after setting off decrease in aviation &
lubricant sales.

Expenditure rose by RO 1.54 million (8%) mainly due to the increase in transportation expenses, employees
cost, depreciation, License fees, maintenance expenses, technical fees, provision for impairment of
receivables and other expenses offsetting the decrease in filling stations operating expenses.

Net profit after tax decreased to RO 8.1 million in 2016 (2015: RO 9.2 million), a decrease of RO 1.1 million
(12%) mainly due to the increase in operating & administration expenses.

Return on equity decreased in 2016 when compared with 2015 due to decrease in net profitin 2016 despite
increase in net assets during the same period.

Below is a chart which indicates the net profit, dividend and net equity since 2011 :
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2011 2012 2013 2014 2015 2016
® Met profit (RO million) 86 10.0 10.4 10.7 9.2 81
® Dividends (RO million) 5.9 6.2 6.9 7.6 6.9 5.9
MNet equity (RO million) 36.4 40.6 44.8 456 50.2 514

Cashflow Managament

The continued economic down turn and the resultant liquidity crunch caused by delay in payments by
some of our major customers, resulted in decreased cash inflow from operations and increased receivables
.To bridge the gap between decreased cash in flow from operations and the increased payment to Oman
Refinery (ORPIC) due to increased domestic fuel prices from mid Jan 2016, short term borrowings from
banks were utilized which led to increase in finance charges during the year.

(15
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MANAGEMENT DISCUSSIONS AND ANALYSIS

Opportunities, Obstacles / Risks
After, the turbulent economic environment posed by declining international oil pricesin 2016, the prospects
for 2017 looks better for the business of fuel distribution, as evidenced by higher oil price increase.

Each year brings its own set of changes and challenges, we are confident in our organisation’s ability to
face them effectively and continue the success path. Our performance during difficult times testifies the
strength of our core values. Over the last year, we have worked together to sharpen our strategy and ensure
there is alignment in our aspirations and goals.

HSE

HSE always remain the Company’s foremost priority due to the critical nature of the Company’s operations
& commitments.

On environmental aspect, the Company always works towards complying with national regulations and
applicable international codes and standards in designing, construction, and operations of our fueling
facilities all over the Sultanate .

HSE training continues to remain as one of Company’s paramount objectives and in 2016 training was
handled through in-house and third party sources to equip our employees and all associated contractors
with excellent level of HSE knowledge and techniques towards continuously achieving highest HSE
standards.

Human Resources

The human resources are considered to be one of the critical elements in the Company’s overall growth
strategy. Effective planning for different skills and constant review and upgrading the various training
requirements of employees constitutes the Company’s main objective in the human resources development
plan. The Company is also in the process of implementing new & innovative system to effectively manage
its human resources.

Our Omanisation level was 76% at the end of 2016 and the number of employees as at 31 Dec 2016 stood
at 254.
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
AL MAHA PETROLUEM PRODUCTS MARKETING CO. SAOG

Report on the audit of the financial statements

Opinion

We have audited the financial statements of Al Maha Petroleum Products Marketing Co. SAOG (the
“Company"), which comprise the statement of financial position as at 31 December 2016, and the statement
of comprehensive income, statement of changes in equity and statement of cash flows for the year then
ended, and notes fo the financial statements, including 2 summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at 31 December 2016 and its financial performance and 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 Auditors responsibilities for the audit of the financial
statements section of our report. We are independent of the Company in accordance with the 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 financial statements in the
Sultanate of Oman, and we have fulfilled our other ethical responsibilities in accordance with these
reguirements 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. For each matter below, our description of how our audit addressed the

matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor's responsibilities for the audit of the financial
staternents section of our report, including in relation to these matters. Accordingly, our audit included the
performance of procedures designed to respond to our assessment of the risks of material misstatement
of the financial statements. The results of our audit procedures, including the procedures performed to
address the matters below, provide the basis for our audit opinion on the accompanying financial

staterments.

A member finm ol Erast & Younsg Global Lim#ed
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
AL MAHA PETROLUEM PRODUCTS MARKETING CO. SAOG (continued)

Report on the audit of the financial statements (continued)
Key audit matters

Impairment of trade receivables

Trade receivable balances are significant to the Company as of 31 December 2016. The collectability of
trade receivables is a key element of the company's working capital management. The management
establishes credit limits for customers and approves such limits above certain thresholds where applicable.
Given the requirement of judgement and use of subjective assumption by the management as described in
the critical accounting estimates and judgments in note 24, this was a key audit matter.

We performed audit procedures on existence of trade receivables, which included but were not limited to
control testing on sales transactions, obtaining responses to trade receivable external confirmations and
performing appropriate alternative procedures where required.

We audited the assumptions used to calculate the trade receivables impairment amount, notably through
an analysis of ageing of receivables, assessment of significant overdue individual trade receivables and
the assessment of specific local risks. We tested aged balances on a sample basis for indicators of
impairment. This included verification of subsequent receipts after the year-end, reviewing historical
payment patterns and any correspondence with customers on expected settlement dates.

Further, we selected a sample of trade receivable balances where a provision for impairment was
recognised and understood the rationale behind management's judgements and assumptions. We verified
that balances were overdue, analysed the customer's historical payment patterns and tested whether any
post year-end payments had been received.

\We considered the consistency of management's application of policy for recognising provisions with the
prior years. The credit risk and the aging of trade receivables is set out in note 8 of the financial statements.
We also assessed the appropriateness of the disclosures in the financial statements in accordance with

IFRSs.

Other information included in the Company's 2016 Annual Report

Those charged with governance and management are responsible for the other information. Other
information consists of the information included in the Company's 2016 Annual Report other than the
financial statements and our auditor's report thereon. We obtained the following information prior to the
date of our auditor's report, and we expect to obtain the published 2016 Annual Report after the date of our

auditor's report:

« Chairman'’s report
s Corporate governance report
s Management discussion and analysis

Qur opinion on the financial statements does not cover the other information and we do not and will not
express any form of assurance conclusion thereon,
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INDEPENDENT AUDITOR’'S REPORT TO THE SHAREHOLDERS OF
AL MAHA PETROLUEM PRODUCTS MARKETING CO. SAOG (continued)

Other information included in the Company's 2016 Annual Report (continued)

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 on the other information obtained prior to the date of the auditor's
report, 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.

Responsibilities of management and those charged with governance for the financial statements

Those charged with governance are responsible for the preparation and fair presentation of the financial
statements in accordance with IFRSs and the relevant requirements of the Commercial Companies Law of
1874, as amended, and the Capital Market Authority ("the CMA") of the Sultanate of Oman, and for such
internal control as management determines 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, those charged with governance are responsible for assessing the
Company'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 those charged with governance either
intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company's financial reporting process

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the 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 1S4s 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.

As part of an audit in accordance with |SAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

. Identify 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 expressing an opinion on the effectiveness of
the Company's internal control.
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
AL MAHA PETROLUEM PRODUCTS MARKETING CO,. SADG (continued)

Auditor's responsibilities for the audit of the financial staterments (continued)

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

. Conclude on the appropriateness of those charged with governance 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 Company'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 Company to
ceasea 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,

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 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.

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 other legal and regulatory requirements

In our opinion, the financial statements comply, in all material respects, with the relevant requirements of
the Commercial Companies Law of 1974, as amended, and CMA of the Sultanate of Oman.

f,./, 0%7 e
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Sanjay Kawatra
Muscat
27 February 2017
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STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2016

Notes 2016 2015

RO’000 RO’000

Revenue 402,216 349,307
Cost of sales (372,848) (321,273)
Gross profit 29,368 28,034
Other income 3 1,930 1,962
Operating and administration expenses 4 (21,500) (19,959)
Finance income 164 388
Finance charges (717) (196)
Profit before income tax 9,245 10,229
Income tax expense 10 (1,118) (1,029)
Total profit and comprehensive income for the year 8,127 9,200
Basic and diluted earnings per share (RO) 20 0.118 0.133

The attached notes 1 to 25 form part of these financial statements
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STATEMENT OF FINANCIAL POSITION

As at 31 December 2016

2016 2015
ASSETS Notes RO’000 RO'000
Non-current assets
Property, plant and equipment 6 29,317 28,233
Deferred tax assets 625 482
29,942 28,715
Current assets
Inventories 7 3,500 2,249
Trade and other receivables 8 73,381 51,702
Cash at bank and in hand 9 4,681 19,225
81,562 73,176
TOTAL ASSETS 111,504 101,891
EQUITY AND LIABILITIES
Equity
Share capital 12 6,900 6,900
Legal reserve 13 2,300 2,300
Special reserve 14 2,104 2,104
Retained earnings 40,109 38,882
Total equity 51,413 50,186
Liabilities
Non-current liability
Employees’end of service benefits 11 227 310
227 310
Current liabilities
Trade and other payables 15 42,025 34,980
Short term loan 16,578 15,000
Income tax payable 10 1,261 1,415
59,864 51,395
Total liabilities 60,091 51,705
TOTAL EQUITY AND LIABILITIES 111,504 101,891
Net assets per share (RO) 19 0.745 0.727

These financial statements were approved and authorized for issue by the Board of Directors on 27 February 2017
and signed on their behalf by:

pa— o

Chairman Director

W

The attached notes 1 to 25 form part of these financial statements.
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STATEMENT OF CASH FLOWS

For the year ended 31 December 2016

Operating activities

Profit before income tax

Adjustments for:

Depreciation

Provision for employees> end of service benefits
Reversal of earlier years provision for employees’ end
of service benefits

(Gain) / loss on disposal of property, plant and equipment
Net Finance income / (Net Finance charges)
Operating profit before working capital changes

Inventories

Trade and other receivables

Trade and other payables

Cash (used in) / from operations

Finance income received

Employees end of service benefits paid

Income tax paid

Net cash flows (used in) / from operating activities

Investing activities

Purchases of property, plant and equipment

Proceeds from disposals of property, plant and equipment
Net cash flows used in investing activities

Financing activities

Dividend paid

Finance charges paid

Net cash flows used in financing activities

Net changes in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

2016 2015
Notes RO’000 RO’'000
9,245 10,229

6 3,247 3,006
11 52 55
11 (113) -
(5) 13

553 (192)

12,979 13,111

(1,251) (102)

(21,679) (5,229)

7,045 (3,298)

(2,906) 4,482

164 388

11 (22) (76)
10 (1,415) (1,560)
(4,179) 3,234

6 (4,331) (5,315)
5 1

(4,326) (5,314)

16 (6,900) (7,590)
(717) (196)

(7,617) (7,786)

(16,122) (9,866)

4,225 14,091

9 (11,897) 4,225

The attached notes 1 to 25 form part of these financial statements

(25
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STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2016

Share Legal Special Retained

. . Total
capital reserve reserve earnings

RO’000 RO’000 RO’000 RO’000 RO’000

1 January 2015 6,900 2,300 2,104 37,272 48,576
Total profit and comprehensive income i ) ) 9,200 9,200
for the year

Dividend paid - 2014 (note 16) - - - (7,590) (7,590)
31 December 2015 6,900 2,300 2,104 38,882 50,186
1 January 2016 6,900 2,300 2,104 38,882 50,186
Total profit and comprehensive i ) [ 8,127 8,127

income for the year

Dividend paid - 2015 (note 16) - -

(6,900) (6,900)

31 December 2016 6,900 2,300 2,104 40,109 51,413

The attached notes 1 to 25 form part of these financial statements
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NOTES TO THE FINANCIAL STATEMENTS

As at 31 December 2016

1

Legal status and principal activities

AlMaha Petroleum Products Marketing Company SAOG (“the Company”) is registered under the Commercial
laws of the Sultanate of Oman as a joint stock Company and is primarily engaged in the marketing and
distribution of petroleum products. The Company’s registered address is P O Box 57, Postal Code 116, Mina
Al Fahal, Sultanate of Oman.

2

a)

b)

c)

Basis of preparation and significant accounting policies
Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) as issued but the International Accounting Standard Board (“IASB”), the rules and
guidelines on disclosure issued by the Capital Market Authority of the Sultanate of Oman (“CMA")
and the requirements of the Commercial Companies Law of 1974, as amended.

Basis of preparation

The financial statements have been prepared on the historical cost basis and are presented in Rial
Omani (“RO"), which is the Company’s functional currency. All financial information presented has
been rounded to the nearest thousand unless otherwise stated.

The preparation of financial statements requires management to make judgments, estimates and
assumptions that affect the application of policies and reported amounts of assets and liabilities,
income and expenses. Actual results may differ from these 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 if the revision affects only
that period or in the period of the revision and future periods if the revision affects both current
and future periods. In particular, estimates that involve uncertainties and judgments which have a
significant effect on the financial statements are explained in note 24.

New standards and interpretation not yet effective

For the year ended 31 December 2016, the Company has adopted all of the new and revised
standards and interpretations issued by the International Accounting Standards Board (IASB) and
the International Financial Reporting Interpretations Committee (IFRIC) of the IASB that are relevant
to its operations and effective for periods beginning on 1 January 2016.

The following standards, amendments and interpretations became effective from 1 January
2016:

« IFRS 14 Regulatory Deferral Accounts
«  Amendment to IFRS 11 Joint Arrangements: Accounting for Acquisitions of Interests

« Amendment to IAS 16 and IAS 38: Clarification of Acceptable Methods of Depreciation and
Amortisation

«  Amendment to IAS 16 and IAS 41 Agriculture: Bearer Plants

«  Amendments to IAS 27: Equity Method in Separate Financial Statements
« Annual improvements in 2012-2014 Cycle

- IFRS 5 Non-current Assets Held for Sale and Discontinued Operations

- IFRS 7 Financial Instruments: Disclosures



~
’%Mnhn LaaJll

With you everywhere @ii< Laiyj aS2a

NOTES TO THE FINANCIAL STATEMENTS

As at 31 December 2016

2 Basis of preparation and significant accounting policies (continued)

) New standards and interpretation not yet effective (continued)
(i) Servicing contracts

(ii) Applicability of the amendments to IFRS & to condensed interim financial statements

- IAS 19 Employee Benefits
- IAS 34 Interim Financial Reporting
+  Amendments to IAS 1 Disclosure Initiative

+  Amendments to IFRS 10, IFRS 12 and IAS 28 Investment entities: Applying the consolidation
exception

The adoption of those standards and interpretations has not resulted in changes to the Company’s
accounting policies and has not affected the amounts reported for the current year.

Standards, amendments and interpretations to existing standards that are not yet effective
and have not been early adopted by the Company

The following new standards and amendments have been issued by the International Accounting
Standards Board (IASB) which may impact the financial statements of the Company but are not yet
mandatory for the year ended 31 December 2016:

IFRS 9: In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments which reflects all
phases of the financial instruments project and replaces IAS 39 Financial Instruments: Recognition and
Measurementand all previous versions of IFRS 9. The standard introduces new requirements for classification
and measurement, impairment, and hedge accounting. IFRS 9 is effective for annual periods beginning
on or after 1 January 2018, with early application permitted. Except for hedge accounting, retrospective
application is required but comparative information is not compulsory. The company has performed a high-
level impact assessment of all three aspects of IFRS 9 and expects no significant impact on its balance sheet
and equity. The company plans to adopt the new standard on the required effective date.

IFRS 15: IFRS 15 was issued in May 2014 and establishes a new five-step model that will apply to
revenue arising from contracts with customers. Under IFRS 15 revenue is recognised at an amount
that reflects the consideration to which an entity expects to be entitled in exchange for transferring
goods or services to a customer. The principles in IFRS 15 provide a more structured approach to
measuring and recognising revenue. The new revenue standard is applicable to all entities and
will supersede all current revenue recognition requirements under IFRS. Either a full or modified
retrospective application is required for annual periods beginning on or after 1 January 2018 with
early adoption permitted. The Company is currently assessing the impact of IFRS 15 and plans to
adopt the new standard on the required effective date. The Company is considering the clarifications
issued by the IASB in an exposure draft in July 2015 and will monitor any further developments.

Amendments to IFRS 10 and IAS 28: The amendments address the conflict between IFRS 10 and IAS
28 in dealing with the loss of control of a subsidiary that is sold or contributed to an associate or
joint venture. The amendments clarify that the gain or loss resulting from the sale or contribution of
assets that constitute a business, as defined in IFRS 3, between an investor and its associate or joint
venture, is recognised in full. Any gain or loss resulting from the sale or contribution of assets that do
not constitute a business, however, is recognised only to the extent of unrelated investors' interests
in the associate or joint venture. The IASB has deferred the effective date of these amendments
indefinitely, but an entity that early adopts the amendments must apply them prospectively.
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NOTES TO THE FINANCIAL STATEMENTS

As at 31 December 2016

2 Basis of preparation and significant accounting policies (continued)
4] New standards and interpretation not yet effective (continued)

Standards, amendments and interpretations to existing standards that are not yet effective
and have not been early adopted by the Company (continued)

Amendments to IAS 7: The amendments to IAS 7 Statement of Cash Flows are part of the IASB’s
Disclosure Initiative and require an entity to provide disclosures that enable users of financial
statements to evaluate changes in liabilities arising from financing activities, including both changes
arising from cash flows and non-cash changes. On initial application of the amendment, entities
are not required to provide comparative information for preceding periods. These amendments are
effective for annual periods beginning on or after 1 January 2017, with early application permitted.
Application of amendments will result in additional disclosure provided by the Company.

Amendments to IAS 12: The amendments clarify that an entity needs to consider whether tax law
restricts the sources of taxable profits against which it may make deductions on the reversal of that
deductible temporary difference. Furthermore, the amendments provide guidance on how an entity
should determine future taxable profits and explain the circumstances in which taxable profit may
include the recovery of some assets for more than their carrying amount.

Entities are required to apply the amendments retrospectively. However, on initial application of the
amendments, the change in the opening equity of the earliest comparative period may be recognised
in opening retained earnings (or in another component of equity, as appropriate), without allocating
the change between opening retained earnings and other components of equity. Entities applying
this relief must disclose that fact.

Amendments to IFRS 2: The IASB issued amendments to IFRS 2 Share-based Payment that address
three main areas: the effects of vesting conditions on the measurement of a cash-settled share-based
payment transaction; the classification of a share-based payment transaction with net settlement
features for withholding tax obligations; and accounting where a modification to the terms and
conditions of a share-based payment transaction changes its classification from cash settled to
equity settled.

On adoption, entities are required to apply the amendments without restating prior periods, but
retrospective application is permitted if elected for all three amendments and other criteria are met.
The amendments are effective for annual periods beginning on or after 1 January 2018, with early
application permitted.

IFRS 16:1FRS 16 was issued in January 2016 and it replaces IAS 17 Leases, IFRIC 4 Determining whether
an Arrangement contains a Lease, SIC-15 Operating Leases-Incentives and SIC-27 Evaluating the
Substance of Transactions Involving the Legal Form of a Lease. IFRS 16 sets out the principles for the
recognition, measurement, presentation and disclosure of leases and requires lessees to account for
all leases under a single on-balance sheet model similar to the accounting for finance leases under
IAS 17. The standard includes two recognition exemptions for lessees — leases of ‘low-value’ assets
(e.g., personal computers) and short-term leases (i.e., leases with a lease term of 12 months or less).
At the commencement date of a lease, a lessee will recognise a liability to make lease payments
(i.e., the lease liability) and an asset representing the right to use the underlying asset during the
lease term (i.e., the right-of-use asset). Lessees will be required to separately recognise the interest
expense on the lease liability and the depreciation expense on the right-of-use asset.

(50
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NOTES TO THE FINANCIAL STATEMENTS

As at 31 December 2016

2 Basis of preparation and significant accounting policies (continued)
4] New standards and interpretation not yet effective (continued)

Standards, amendments and interpretations to existing standards that are not yet effective
and have not been early adopted by the Company (continued)

Lessees will be also required to remeasure the lease liability upon the occurrence of certain events
(e.g., a change in the lease term, a change in future lease payments resulting from a change in an
index or rate used to determine those payments). The lessee will generally recognise the amount of
the remeasurement of the lease liability as an adjustment to the right-of-use asset.

Lessor accounting under IFRS 16 is substantially unchanged from today’s accounting under IAS 17.
Lessors will continue to classify all leases using the same classification principle as in IAS 17 and
distinguish between two types of leases: operating and finance leases. IFRS 16 also requires lessees
and lessors to make more extensive disclosures than under IAS 17. IFRS 16 is effective for annual
periods beginning on or after 1 January 2019. Early application is permitted, not before an entity
applies IFRS 15. A lessee can choose to apply the standard using either a full retrospective or a
modified retrospective approach. The standard’s transition provisions permit certain reliefs.

d)  Accounting policies
The significant accounting policies adopted by the Company are as follows:

Property, plant and equipment
()  Recognition and measurement

Items of property, plant and equipment are measured at cost less accumulated depreciation
and impairment losses.

Costs include expenditures that are directly attributable to the acquisition of the asset. The cost
includes any other cost that directly attributable to bringing the asset to a working condition
for its intended use, and the costs of dismantling and removing the items and restoring the site
on which they are located. Where costs are shared with other parties only share of cost borne
by the Company with respect to these assets is recognised. When parts of an item of property,
plant and equipment have different useful lives, they are accounted for as separate items (major
components) of property, plant and equipment.

(i) Subsequent costs

The cost of replacing part of an item of property, plant and equipment is recognised in the
carrying amount of an itemif it is probable that future economic benefits embodied within the
part will flow to the Company and its cost can be measured reliably. The costs of the day-to-day
servicing of property, plant and equipment are recognised in the statement of comprehensive
income. Land and capital work-in-progress are not depreciated. Depreciation is charged to the
statement of comprehensive income on a straight-line basis over the estimated useful lives of
items of property, plant and equipment as noted below:
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2
d)

Basis of preparation and significant accounting policies (continued)
Accounting policies (continued)
Property, plant and equipment (continued)

(ii) Subsequent costs (continued)

Years
Buildings and roads 71020
Plant and equipment 7to12
Motor vehicles 3to7
Furniture and fixtures 3

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at the end
of each reporting period. Where the carrying amount of an asset is greater than its estimated
recoverable amount, it is written down immediately to its recoverable amount.

Gains and losses on disposals of property, plant and equipment are determined by comparing
the proceeds with the carrying amounts and are taken into account in determining operating
profit.

Capital work-in-progress are carried at cost less any recognised impairment loss and is not
depreciated until it is transferred into one of the asset categories, which occurs when the asset
is ready for use.

Inventories

Inventories are stated at the lower of cost and net realisable value. Net realisable value is the estimated
selling price in the ordinary course of business, less the estimated cost of completion and selling
expenses. Cost represents purchase price plus direct expenses incurred in bringing the inventory to
its present condition and location. Cost is determined on weighted average basis.

Trade and other receivables

Trade and other receivables are stated net of impairment losses. A provision for impairment of trade
receivables is established if there is objective evidence that Company will not be able to collect all
amounts due according to the terms of receivables. Significant financial difficulties of the debtor,
probability that debtor will enter bankruptcy or financial reorganization, and default or delinquency
in payments are considered indicators that the trade receivable is impaired. The amount of the
provision is the difference between the asset’s carrying amount and the present value of estimated
future cash flows, discounted at the effective interest rate. The amount of provision is recognised in
the statement of comprehensive income.

Cash and cash equivalents

For the purpose of statement of cash flows, cash and cash equivalents include cash on hand and at
bank with a maturity of less than three months from the date of placement, net of bank overdrafts,
if any.
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d)

Basis of preparation and significant accounting policies (continued)

Accounting policies (continued)

Leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the
lessor are classified as operating leases. Payments made under operating leases are recognised in
the statement of comprehensive income on a straight line basis over the term of the lease. Lease
incentives received are recognised as an integral part of the total lease expense, over the term of the
lease.

Impairment

()

(ii)

Financial assets

A financial asset is considered to be impaired if objective evidence indicates that one or more
events have had a negative effect on the estimated future cash flows of that asset.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as
the difference between its carrying amount, and the present value of estimated future cash
flows discounted at the original effective interest rate.

Individually significant financial assets are tested for impairment on an individual basis. The
remaining financial assets are assessed collectively in groups that share similar credit risk
characteristics. Allimpairment losses are recognised in the statement of comprehensive income.

An impairment loss is reversed if the reversal can be related objectively to an event occurring
after the impairment loss was recognised. For financial assets measured at amortised cost, the
reversal is recognised in the statement of comprehensive income.

Non-Financial assets

The carrying amounts of the Company’s non-financial assets are reviewed at each reporting
date to determine whether there is any indication of impairment. If any such indications exist
then the asset’s recoverable amount is estimated.

An impairment loss is recognised if the carrying amount of an asset or cash generating unit is
the greater of its value in use and its fair value less costs to sell. In assessing the value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks specified to
the asset.

Impairment losses recognised in prior periods are assessed at each reporting date for any
indications that the loss has decreased or no longer exists. An impairment loss is reversed if there
has been a change in estimates used to determine the recoverable amount. An impairment loss
is reversed only to the extent that the asset’s carrying amount does not exceed the carrying
amount that would have been determined, net of depreciation oramortisation, if no impairment
loss had been recognised.
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2 Basis of preparation and significant accounting policies (continued)

d)  Accounting policies (continued)

Provisions

A provision is recognised in the statement of financial position when the Company 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. Measurement of liabilities is based on current legal
requirements and existing technology. Provisions are discounted only where the effect of the time
value of money is material.

Dividends

Dividends are recommended by the Board of Directors and subject to approval by shareholders at
the Annual General Meeting. Dividends are recognised as a liability in the period in which they are
declared.

Trade and other payables

Trade and other payables are recognised for amounts to be paid in the future for goods or services
received, whether billed by the supplier or not and are stated at amortised cost.

Revenue

Revenue from the sale of goods is measured at the fair value of the consideration received or
receivable, net of returns, allowances and trade discounts. Revenue is recognised when the significant
risks and rewards of ownership have been transferred to the buyer, recovery of the consideration is
probable, the associated costs and possible return of goods can be estimated reliably and there is no
continuing management involvement with the goods.

Employee benefits

Contributions to the Oman Government defined contribution retirement plan are recognised as
expense in the statement of comprehensive income as incurred in accordance with the rules of the
Oman Social Insurance Scheme.

Accruals for non-Omani employee terminal benefits under an unfunded defined benefit retirement
plan, are made in accordance with Omani Labour Laws and calculated on the basis of the liability
that would arise if the employment of all employees was terminated at the statement of financial
position date.

Foreign currency transactions

Transactions in foreign currencies are translated to the Company’s functional currency at exchange
rates at the dates of the transactions. Monetary assets and liabilities denominated in foreign
currencies at the reporting dates are retranslated to the functional currency at the exchange rate at
that date. The foreign currency gain or loss on monetary items is the difference between amortised
cost in the functional currency at the beginning of the period, adjusted for effective interest and
payments during the period, and the amortised cost in foreign currency translated at the exchange
rate at the end of the period. Foreign currency differences arising on retranslation are recognised in
the statement of comprehensive income.

(54
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2 Basis of preparation and significant accounting policies (continued)

d)  Accounting policies (continued)

Finance charges and finance income

Finance charges comprise interest payable on borrowings and foreign exchange gains and losses.
Finance income comprises interest receivable on funds invested. Finance income is recognised in
the statement of comprehensive income as it accrues taking into account the effective yield on the
asset. Finance charge is recognised in the statement of comprehensive income as it accrues using
the effective interest rate method.

Income tax
Current tax

Income tax comprises current and deferred tax. Income tax expense is recognised in the statement
of comprehensive income except to the extent that it relates to items recognised directly in equity,
in which case it is recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantially enacted at the reporting date, and any adjustment to tax payable in respect of previous
years.

Deferred tax

Deferred tax is calculated using the liability method, providing for temporary differences between
the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used
for taxation purposes. Deferred tax is measured at the tax rates that are expected to be applied to the
temporary difference when they reverse, based on the laws that have been enacted or substantially
enacted at the reporting date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits
will be available against which the temporary differences can be utilised. Deferred tax assets are
reviewed at each reporting date and are reduced to the extent that it is no longer probable that the
related tax benefit will be realised.

Deferred tax assets and liabilities are offset as there is a legally enforceable right to offset these in
Oman.

Segment reporting

Segment results that are reported to the Chief Executive Officer (CEO) include revenues directly
attributable to a segment. Unallocated items comprise mainly assets, liabilities, expenses and tax
assets and liabilities.

Directors’ remuneration

The total remuneration paid to directors comprising sitting fees, remuneration and expenses is in
accordance with the provision and is within the limit of the Commercial Companies Law; the CMA
guidance; and the Articles of Association of the Company.
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3 Other income

2016 2015

RO’000 RO’000

Rental income 1,031 1,170
Fuel cards income 478 425
Others 421 367
1,930 1,962

4 Operating and administration expenses

2016 2015

RO’000 RO’000

Transportation 5,874 5415
Employee costs (Note 5) 4,559 4,256
Depreciation (Note 6) 3,247 3,006
Filling stations operating expenses 2,060 2,843
License fees 1,609 1,398
Maintenance expenses 1,168 972
Technical fees 1,073 930
Provision for impairment of receivables (Note 8) 1,125 448
Directors’ remuneration and sitting fees (Note 17) 199 194
Marketing expenses 138 134
Others 448 363
21,500 19,959

License fees

Effective from 1 Jan 2009, license fee is payable to the Ministry of Commerce and Industry at 4 baiza
per each Rial Omani of revenue earned.

5 Employee costs

Employee costs included in operating and administration expenses (Note 4) comprise:

2016 2015

RO’000 RO'000

Wages, salaries and other benefits 4,254 3,967
Contributions to defined contribution retirement plan 253 234
End of service benefits - Current year charge (Note 11) 52 55
4,559 4,256
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6 Property, plant and equipment

Buildin Furniture Capital
9 Plantand Motor P .
Land and . . and workin Total
equipment vehicles
roads fixtures progress

RO’000 RO’000 RO’000 RO’000 RO’000 RO’000 RO’000

Cost

At 1 January 2016 441 23,204 16,805 3,009 1,247 7,138 51,844
Additions - - 1,082 359 4 2,886 4,331
Transfers - 3,835 3,084 - - (6,919) -
Disposals - - (3) (26) - - (29)
At 31 December 2016 441 27,039 20,968 3,342 1,251 3,105 56,146
Depreciation

At 1 January 2016 - 9,022 11,452 1,899 1,238 - 23,611
Charge for the year (Note 4) - 1,330 1,582 331 4 - 3,247
Related to disposals - - (3) (26) - - (29)
At31December 2016 - 710,352 13,031 2,204 1,242 - 26,829
Net book value

At 31 December 2016 441 16,687 7,937 1,138 9 3,105 29,317
Cost

At 1 January 2015 441 21,845 15,184 2,580 1,251 5,307 46,608
Additions - 2 218 429 1 4,665 5,315
Transfers - 1,413 1,421 - - (2,834 -
Disposals - (56) (18) - (5) - (79)
At 31 December 2015 441 23,204 16,805 3,009 1,247 7,138 51,844
Depreciation

At 1 January 2015 - 7,821 10,057 1,554 1,238 - 20670
Charge for the year (Note 4) - 1,243 1,413 345 5 - 3,006
Related to disposals - (42) (18) - (5) - (65)
At 31 December 2015 - 9,022 11,452 1,899 1,238 - 23,611

Net book value

At 31 December 2015 441 14,182 5,353 1,110 9 7,138 28,233
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7

Property, plant and equipment (continued)

(i) Property, plant and equipment include certain assets located at the depot at Mina Al Fahal with
a carrying value of RO'000 55 (2015: RO’000 68). These assets are held in partnership with Oman
Oil Marketing Company SAOG (OOMCO). The Company’s buildings at the depot at Mina Al
Fahal are constructed on land leased from the Ministry of Oil and Gas until 22 November 2017
and cannot be sold without the mutual consent of the Company and OOMCO.

(ii) Property, plant and equipment include filling station assets with a carrying value of RO 14.9
million (2015: RO 16.7 million). These assets are constructed and commissioned on filling station
sites leased for periods not exceeding 25 years. Lease rentals for sites managed by the Company
are agreed for periods varying from five to seven years. In certain cases where the filling station
assets cost is shared between the Company and site owner, only the cost borne by the Company
is recognised as property, plant and equipment.

At 31 December, future minimum lease commitments under non-cancellable operating leases
payable to owners of lands are as follows:

2016 2015

RO’000 RO’000

Not later than one year 773 1,074
One year to five years 1,159 4,876
More than five years 19 416
1,951 6,366

Inventories

2016 2015

RO’000 RO’000

Petroleum products 3,388 2,170
Lubricants 112 79
3,500 2,249

©
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8 Trade and other receivables

2016 2015

RO’000 RO’000

Trade receivables 75,125 52,421
Less: provision for impairment (2,763) (1,638)
Trade receivables, net of impairment losses 72,362 50,783
Staff receivables 69 92
Prepayments 217 125
Accrued income 10 12
Amounts due from related parties (Note 17) 6 4
Other receivables 717 686
73,381 51,702

As at 31 December 2016, trade receivables in the amount of RO'000 2,763 (2015: RO'000 1,638) were
impaired. Movements in the provision for impairment of receivables were as follows:

2016 2015

RO’000 RO’000

At 1 January 1,638 1,190
Charge for the year (Note 4) 1,125 448
At 31 December 2,763 1,638

As at 31 December, the ageing of unimpaired trade receivables is as follows:

Past due but not impaired

Neither
Total past Lessthan 30to 60 60to90 More than
due nor 30 days days days 90 days
impaired
RO’000 RO’000 RO’000 RO’000 RO’000 RO’000
2016 72,362 25,543 18,931 10,505 2,814 14,569
2015 50,783 31,271 9,185 4,175 3,362 2,790

Unimpaired receivables are expected, on the basis of past experience, to be fully recoverable. It is not
the practice of the Company to obtain collateral over all receivables and the vast majority are, therefore,
unsecured.

©
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9 Cash and cash equivalent

2016 2015

RO’000 RO'000

Cash at bank 4,671 19,215
Cash in hand 10 10
4,681 19,225

Short term loan (16,578) (15,000)
(11,897) 4,225

Bank balances are denominated in Rials Omani and held with local commercial banks. Certain bank
balances earn interest at commercial rates.

Short term loan facility is availed from local commercial banks and has a maturity of one month. The loan
carries interest at a rate of 2.5% to 3.5%.

10 Income tax
a) Recognised in the statement of comprehensive income:

Components of tax:

2016 2015
RO’000 RO’000
Current year tax expense 1,247 1,415
Prior years tax expense 14 96
1,261 1,511

Deferred tax asset
Prior years - (292)
Current year (143) (190)
(143) (482)
1,118 1,029

The Company is subject to income tax in accordance with the Income Tax Law of the Sultanate of
Oman at the enacted tax rate of 12% (2015: 12%) of taxable income in excess of RO’000 30 (2015-
RO’000 30). For the purpose of determining the tax expense for the year, the accounting profit has
been adjusted for tax purposes.

The difference between the applicable tax rates of 12 % and the effective tax rate of 13.49% (2015
- 13.84%) arises due to the tax effect of income not considered to be taxable and expenses that are
not considered to be deductible. The adjustments are based on the current understanding of the
existing tax laws, regulations and practices.

(20
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10 Income tax (continued)

b) Reconciliation of income tax expense and effective tax rate

2016 2015

RO’000 RO’000

Taxable income 10,425 11,821
Less: Statutory deduction (30) (30)
10,395 11,791

Income tax expense computed at the applicable rates 1,247 1,415
Prior year tax expense 14 96
Deferred tax asset (143) (482)
1,118 1,029

c) Current status of tax assessments

The Company’s income tax assessments for years 2013 to 2015 have not been finalized. The
Management considers that amount of additional taxes, if any, that may become payable on
finalization of the assessments for the open tax years would not be significant to the Company’s
financial position at 31 December 2016.

d) Deferred tax asset
The deferred tax comprises the following temporary differences:

2016 2015
RO’000 RO’000
Provisions and other charges 482 253
Property, plant and equipment 143 229
625 482

11 Employees’ end of service benefits
2016 2015
RO’000 RO’000
At 1 January 310 331
Charge for the year 52 55
Reversed during the year (113) -
Payments during the year (22) (76)

At 31 December 227 310
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12  Share capital

The authorized share capital comprises 85 million shares of RO 0.100 each (31 December 2015: 85
million of RO 0.100 each)

At 31 December 2016, the issued and fully paid up share capital comprised 69 million shares of RO
0.100 each (31 December 2015: 69 million shares of RO 0.100 each).

At 31 December, shareholders owning more than 10% of the Company’s share capital are as follows:

Number of shares
2016 2015
Civil Service Employees Pension Fund 8,895,910 9,109,824
ABS Lubricants 27,600,000 27,600,000

13 Legal reserve

Article 106 of the Commercial Companies Law of 1974 requires that 10% of a Company’s net profit
be transferred to a non-distributable legal reserve until the amount of legal reserve becomes equal
to at least one-third of the Company’s issued share capital.

During the year, no amount has been transferred to legal reserve, as the reserve equals to one-third
of the issued share capital. (2015: nil).

14 Special reserve

The Company had established a special reserve in prior years to cover against any losses from
unforeseen contingencies.

15 Trade and other payables

2016 2015

RO’000 RO’000

Trade payables 33,091 27,108
Advance from customers 2,432 1,283
Accrued expenses 5,179 4,778
Accrual for directors’ remuneration (Note 17) 155 175
Other payables 1,168 1,636
42,025 34,980

16 Dividend

During the year dividend of RO 0.100 per share amounting to RO 6.9 million relating to 2015 was
declared and paid (2015: RO 0.110 per share amounting to RO 7.6 million relating to 2014).

The Board of Directors has proposed a cash dividend of RO 0.100 per share amounting to RO 6.9
million for the year ended 31 December 2016, which is subject to the approval of the shareholders at
Annual General Meeting to be held on 20 March 2017.

(2
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17 Related party transactions

The Company has entered into transactions with members of the board of directors and members of
the key management personnel of the Company. Transactions with related parties are considered by
the board of directors to be at normal commercial terms and are as follows:

2016 2015
RO’000 RO’000
Revenue
Fuel sales to filling station owned by a director 664 -
Fuel sales to directors 28 21
692 21
Expenses
Directors> remuneration and sitting fees (Note 4) 199 194
Operating lease payment for a filling station owned by a director 47
Net interest paid to other related parties 498 -
744 194

At 31 December 2016, there were no transactions with shareholders holding 10% or more interest in
the Company (2015: nil).

Amounts due from and due to related parties are disclosed in note 8 and 15.

Outstanding balances at the year-end arise in the normal course of business. For the year ended 31
December 2016, the Company has not recorded any impairment of amounts owed by related parties
(2015: nil).

Compensation of key management personnel

The remuneration of executive directors and other members of key management during the year
were as follows:

2016 2015

RO’000 RO’000

Short-term benefits 611 431
Employees’ pension and end of service benefits 25 21
636 452

18 Financial instruments and financial risk management

The Company’s activities expose it to a variety of financial risks including the effects of changes in
market risk (including foreign exchange risk and interest rate risk), credit risk and liquidity risk. The
Company'’s overall risk management programme focuses on the unpredictability of financial markets
and seeks to minimise potential adverse effects on the financial performance of the Company.




ANNUAL REPORT 2016

NOTES TO THE FINANCIAL STATEMENTS

As at 31 December 2016

18 Financial instruments and financial risk management (continued)

The Company’s activities expose it to a variety of financial risks including the effects of changes in
market risk (including foreign exchange risk and interest rate risk), credit risk and liquidity risk. The
company’s overall risk management programme focuses on the unpredictability of financial markets
and seeks to minimise potential adverse effects on the financial performance of the Company.

Risk management is carried out by management under policies approved by the Board of Directors
(the Board).The Board has overall responsibility for the establishment and oversight of the Company’s
risk management framework. The Board has entrusted the audit committee with the responsibility of
the development and monitoring the Company’s risk management policies and procedures and its
compliance with them. These policies and systems are reviewed regularly to ensure that they reflect
any changes in market conditions and the Company’s activities. The Company, through its induction
and training program, aims to develop a disciplined and constructive control environment in which
all employees understand their roles and obligations.

(i) Marketrisk
(@) Foreign exchange risk

Foreign exchange risk arises where the value of a financial instrument changes due to changes
in foreign exchange rates. The Company is substantially independent of changes in foreign
currency rates as its foreign currency dealings are principally denominated in United States
Dollars (US Dollar) or currencies pegged to the US Dollar. Since the Rial Omani is pegged to the
US Dollar, management believes that the exchange rate fluctuation would have an insignificant
impact on the profit.

(b) Interest rate risk

The Company’s interest rate risk arises from bank borrowings and bank deposits. The Company
analyses its interest rate exposure on a regular basis and reassesses the source of borrowings
and renegotiates interest rates at terms favourable to the Company. The Company limits interest
rate risk on bank deposits by monitoring changes in interest rates.

Management has estimated the effect on profit for the year due to increase or decrease in
interest rates to be insignificant.

(c) Pricerisk

As at 31 December 2016, the company is not exposed to equity securities or commodity price
risk, as it does not hold any such financial instruments.

(ii) Creditrisk

Credit risk is the risk of financial loss if a customer or counterparty to a financial instrument
fails to meet its contractual obligations and arises principally from cash and cash equivalents
and credit exposures to customers. The Company has a credit policy in place and exposure to
credit risk is monitored on an on-going basis. Credit evaluations are performed on all customers
requiring credit over a certain amount. The company requires bank guarantees on higher credit
risk customers. The Company does not require collateral in respect of all other financial assets.

(24
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18 Financial instruments and financial risk management (continued)

(ii) Credit risk (continued)

Concentration of credit risk arises when a number of counter-parties are engaged in similar
business activities, or activities in the same geographic region, or have similar economic
features that would cause their ability to meet contractual obligations to be similarly affected
by changes in economic, political or other conditions. Concentrations of credit risk indicate
the relative sensitivity of the Company’s performance to developments affecting a particular
industry or geographical location.

Trade and other receivables

Credit is extended to corporate customers only with an objective of optimising the Company’s
profits and the prime responsibility for providing credit to customers and the timely collection
of all debts rests with the functional manager. Credit has a cost to the business and necessary
controls and procedures are established to manage the company’s credit risk and its working
capital. It is, therefore, the Company’s policy to have effective credit control systems in place
which are flexible enough to respond to changing market needs yet rigorous enough to ensure
that customer credit limits are established and regularly updated on the basis of reliable up-to-
date information.

Generally credits are not allowed in excess of agreed credit periods except for government
customers and debts are collected within agreed credit terms and grace days. A stop supply
mechanism is in place which will automatically inactivate customer accounts and stop further
supplies in the event of a delay of payment beyond the credit period and the grace days. All
exceptions and overrides are approved in line with the policy guidelines. Debtor positions are
regularly monitored and reviewed to assess the overall risk and exposure. Though losses on
account of default are infrequent, adequate provisions for impairment based on the ageing
of the debts are made to reflect the debtors position as accurately as possible in the financial
statements.

The exposure to credit risk at the reporting date was on account of:

2016 2015

RO’000 RO’000

Trade receivable 72,362 50,783
Bank balances 4,671 19,215
Due from related parties 6 4
Advance to suppliers 108 69
Other receivables 905 846

78,052 70,917
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18 Financial instruments and financial risk management (continued)
(ii)  Creditrisk (continued)

The age of trade receivables and related impairment loss at reporting date was :

2016 2015
Gross Impairment Gross  Impairment
RO’000 RO’000 RO’'000 RO'000
Not past due 57,793 - 40,455 -
Past due 120 days - 1 year 12,420 24 8,582 129
More than 1 year 4,912 2,739 3,384 1,509
75,125 2,763 52,421 1,638

(iii) Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they
fall due. The Company’s approach to managing liquidity is to ensure, as far as possible, that it will
have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions,
without incurring unacceptable losses or risking damage to the Company’s reputation.

Company ensures that it has sufficient cash on demand to meet expected operational expenses
including the servicing of financial obligations. This excludes the potential impact of extreme
circumstances that cannot reasonably be predicted, such as natural disasters.

The below schedule shows the maturity profile of the financial liabilities:

Carrying 6 months or 6-12 More than 2
amount less months 1-2 Years Years
RO’000 RO’000 RO’'000 RO’000 RO’000
31 December 2016
Bank borrowings 16,578 16,578 - - -
Trade payables 33,091 33,091 - - -
Accruals and
other payables 8,934 8,350 584 - -
58,603 58,019 584 - -
Carrying 6 months or More than 2
amount less  6-12 months 1-2 Years Years
RO'000 RO'000 RO’'000 RO'000 RO'000
31 December 2015
Bank borrowings 15,000 15,000 - - -
Trade payables 27,108 27,108 - - -
Accruals and other
payables 7,872 7,054 818 - -

49,980 49,162 818 - -
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19 Net assets per share

Net assets per share is calculated by dividing the shareholders’ equity of the Company at the year-
end by the number of shares outstanding as follows:

2016 2015
Shareholders’ equity (RO’000) 51,413 50,186
Number of shares outstanding at the end of the reporting
period (thousands) (note 12) 69,000 69,000
Net assets per share (RO) 0.745 0.727

20 Basic and diluted earnings per share

Basic and diluted earnings per share are calculated by dividing the profit for the year by the weighted
average number of shares outstanding during the year as follows:

2016 2015
Profit for the year (RO’000) 8,127 9,200
Weighted average number of shares (thousands) 69,000 69,000
Earnings per share - basic and diluted (RO) 0.118 0.133

Since the Company has no potentially dilutive instruments, basic earnings per share is equal to
diluted earnings per share.

21 Contingencies and commitments

In Dec 2015, a civil case, connected to the previous criminal case initiated against the former
Managing Director and the former Senior Marketing Manager of the Company, had been filed by a
party. The case has been rejected by Primary and appeal courts and has been raised to the Higher
Supreme court. Based upon external legal advice, the Board of Directors consider that the Company
has no legal responsibility against these two cases and accordingly, no provision has been made
against this claim in the financial statements as at 31 December 2016.

The Company has issued certain guarantees and commitments in the normal course of its business

as follows:
2016 2015
RO’000 RO’000
Bank guarantees 1,072 557
Capital commitments 420 959
1,492 1,516
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22 Segment reporting
Business units from which reportable segments derive their revenues

Information reported to the Company’s Chief Executive Officer for the purposes of resource allocation
and assessment of segment performance is more specifically focused on the category of business
units. The principal categories of business units are retail, commercial and other sales.

Other sales are aviation fuel and lubricants.

Information regarding the Company’s reportable segments is presented below:

Segment revenue

2016 2015

RO’000 RO'000

Retail sales 213,950 185,929
Commercial sales 150,481 121,109
Other sales 37,785 42,269
402,216 349,307

The revenue reported above represents revenue generated from external customers. There were no
inter-segmental sales in the year (2015: nil).

Revenue from major products and services and geographical information

The Company’s operating revenues arise primarily from the marketing and distribution of petroleum
products in the Sultanate of Oman.

23 Fair values of financial instruments
Financial instruments comprise financial assets and financial liabilities.

Financial assets consist of cash and bank balance and receivables. Financial liabilities consist of
payables.

The fair values of the financial instruments are not materially different from their carrying values.

The accounting policies for financial instruments have been applied to the line items below:

2016 2015
RO’000 RO’000
Assets
Trade and other receivables 73,381 51,702
Cash and bank balances 4,681 19,225
78,062 70,927
Liabilities
Trade and other payables 41,679 34,617
Retention payable 346 363
42,025 34,980
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Key sources of uncertainty
Impairment of accounts receivable

An estimate of the collectible amount of trade receivable is made when collection of the full amount
is no longer probable. For individually significant amounts, this estimation is performed on an
individual basis. Amounts which are not individually significant, but which are past due, are assessed
collectively and a provision applied according to the length of time past due, based on historical
recovery rates.

At the reporting date, gross trade receivable was RO'000 75,125 (2015: RO’000 52,421 million), and
the provision for impairment of receivables was RO’000 2,763 million (2015: RO’000 1,638 million).
Any difference between the amounts actually collected in future periods and the amounts expected
will be recognized in the statement of comprehensive income.

Useful lives of property, plant and equipment

The Company’s management determines the estimated useful lives of its property, plant and
equipment for calculating depreciation. This estimate is determined after considering the expected
usage of the asset or physical wear and tear. Management reviews the residual value and useful lives
annually and future depreciation charge would be adjusted where the management believes the
useful lives differ from previous estimates.

Impairment of inventories

Inventories are held at the lower of cost and net realisable value. When inventories become old
or obsolete, an estimate is made of their net realisable value. For individually significant amounts
this estimation is performed on an individual basis. Amounts which are not individually significant,
but which are old or obsolete, are assessed collectively and a provision applied according to the
inventory type and the degree of ageing or obsolescence, based on historical selling prices.

At the reporting date, gross inventory was RO’000 3,500 (2015 - RO’000 2,249), with nil (2015 - nil)
provisions for old and obsolete inventories. Any difference between the amounts actually realised
in future periods and the amounts expected will be recognised in the statement of comprehensive
income.

Going concern

The Company’s management has made an assessment of the Company’s ability to continue as a
going concern and is satisfied that the Company has the resources to continue in business for the
foreseeable future. Furthermore, the management is not aware of any material uncertainties that
may cast significant doubt upon the Company’s ability to continue as a going concern. Therefore, the
financial statements continue to be prepared on the going concern basis.

Taxation

Uncertainties exist with respect to the interpretation of tax requlations and the amount and timing
of future taxable income. Given the wide range of business relationships and nature of existing
contractual agreements, differences arising between the actual results and the assumptions made,
or future changes to such assumptions, could necessitate future adjustments to tax income and
expense already recorded. The Company establishes provisions, based on reasonable estimates,
for possible consequences of finalisation of tax assessments of Company. The amount of such
provisions is based on various factors, such as experience of previous tax assessments and differing
interpretations of tax regulations by the taxable entity and the responsible tax authority.

Comparative figures

Certain comparative information has been reclassified to conform to the presentation adopted in
these financial statements. Such reclassifications are immaterial and do not affect previously reported
net profit or shareholders’ equity.
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