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DIRECTORS' REPORT
for the y=ar ended 31st March 2006

Dear Shareholders,

It gives me great pleasure to welcome yau an behalf of the Board of Directors 1o the Twellth Annoal General
Meeting of Al Anwar Holdings 580G, On behalf of the Board of Directors, T am pleasad to present the anneal
report on the activities and performance of your company for the financial year ending 315 March 2006,

General Economic Environment:

Year 2005 has been a good vear in general for Lhe econamigs in the GCC region. The healthy trend in Oil prices
bas provided the necessary sconomic impetus within GEC, with increased outlays for infrastracture, real-estate
cevelopment and manufacturing. In addition Lo the GCC, olher regions oo have expariencad strong growth in
005 - notably China & India. This has led to an increased glabal demand for commadities like aluminum-copper-
stael-film. The prices of many commadities are now ara at all-time highs, This rise in cammaodity prices,
accaomparied with high valatlity and increasing caompetition threw up several challenges. The industrial sector i
Oman has withstood this intensification of competitive pressures from GOD as well as other countries, The A
Anwar Group companies have tried to cvercome the difficulties by maximising capacily uilization, evolving
i

sbrategies for wvigorous <ost conbrol and targeting markels beyond Oman dewveloping niche markets where

returns are netber.

Financial Performance of Al Anwar Group

The consalidated financizl statements prasentad are an autcome of the fallowing:

1. The revenues genarated and the costs incurred by its subsidiaries, which are Voltarmp Manufacturing Co. LLC
(VMO -Switchgear & Transtormer Divisiensk, Sun Packaging Co. LLC {SPC), Al Anwar Computer Services LLC
(AACE) and Al Anwar Blank Co. SACC (AMBCD).

2. The Share of Profit ¢ {Loss) achieved by Associate Companies in which Al Anwar owns between 20% and
50% of share capital.

3. Dividends and realized gams(losses) from other investments.

Al Anwar group achiaved its highest ever total revenue of RO 12.2m as against BO B.6m generaled lasl vear,
The increase in wrnover, was largely doe to the commissioning of the 2nd pr nting Lime at SFC in Q1 of 2005,
which led to revenues of SPC increasing 87% over the previous yvear, The revenve growlh in the Transformer &
Swibtchgear business at WMC grow ol a healthy rate of 20% gver previous year. The Operating Expensaes are KO
11.3 m compared to RO 7.9m last vear. This increase was mainly due bo costs related to improved Lumaver?
higher input prices, The Gross aperating income has improved 1o RO 927 for the current vear compared to B0
F3A5E last year.

The Company continued with the process of reallocation o ils investmenl portfclio and divested its holdings
completely in one of its lang-term haldings - Computer Stationery Industry SA0GICSL), This helped the Company
redglize RO 286K as Investlment gains in the corrent year (RO 354K in the Previous Year).

The Share-af-profits fram Associates was [ower al less of RO 19K (RO 230K Previous Year). This swing has
happened due to the complete divestment of its investment in Computer Stationery Industres in this year, The
other major contributing Factor has been the unprecedented rise in aluminum prices, which impacted the
operating profits of Mational Aluminumn Products Company SADG (MAPCOT significantly, The performance of
MARPCZC in the current year has been good thus far, as the Company has learnt to cope better with the volatile
and rsing matal situabion, and it has reported profils for the last 3 gquarkers

The net profit s RO 394K far the current year compared to RO 675K last vear, resulting in an EP%S of 79 baizas
[ EPE 135 baizas Previous Year). The Met Assets of the Company have improved te RO L37ES share (RO 13757
share Prewvions Yaar],
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The Board of Director's is pleased to recommend a cash dividend of 5% for the current vear [(7.5% Previous
Yearl. The Boad has not recomimended Dinoctors Remuneration (RO 34 K in The previous yoar),

Performance of Al Anwar Investments:

Subsidiaries:

1.

yaltamp Manufacturing Company LLC [and its subsidiary ): The Campany™s sales turnover increased
hy 2095 in the current year. Yoltamp has reached a level of 1200 Mva of transformer shipments from ks
current facilities. In 200% Voltamp has also achigwved its highest ever unit shipments and highest exports too.
Valtamp is peised to further impeove on this achiovoment in the succeaeding years, as there is o buayant
dermand in the power sactor in Oman and in the GOC market, for the Company's Transformers as well as
Switchgear offerings. The net prafic has improved too, as it coped better with the rising commadiby input
prices, voltamp alsoe imaroved its production and plant wlilization te meet the increased demand

Voltamp has been successful in getting its largest aver arder of RO 10 mn for transformers, from the Gatar
market, This would sigrificantly Boost the scale of operations and exparts of the Company. Valtamp has
zchigved 2 notable milestone in designing, type-testing and selling a 10 MYA transformer, entirsly with in-
house affaorts. IE has thos extended ite prodoct range. Yoltamp has Laken anolhor initiative of setting up an
operalicnal base, autside Qman, in the GO region. This woauld ol anly increase ils capacily Lol also beller
servica it customer in that market. We believe the Company is thus progressing imprassively i al
directions and would achigave signilicantly better resulls in the yaars to come

Sun Packaging Company LLC: S5FC has achieved an important milestone by commissioning its znd Printing
line in 1 of 2005, and enhancing its production capacity to 5000 tons per annum. The entire plant has
been operaling o capacily in Lhe recent quarters, This has helped SPO enhance ils profits far the current
vear im spite of difficult times of increasing raw matenial prices. The additional capacity has allowead SPC to
focus on developing customers in export markets, and Lhose wilh complex needs and wllimately beltber

margins as well,

SPC has achieved ancther milestone in declaring its maiden dividend for 2005, The outlook for the current
wear s expected o be equally good, and SPC s an s path to declare higher ang consistent dividends,

SPC after having successfully doublad its plant-capacity in Oman, it is implementing its 3rd printing line at
Oman, and 15 also evalualing apticns to further broadan its capability,

Al Anwar Blank Company SAO0C: This began as a Iloint-Wenture company with $0% direct foreign
investment, by the German Collaborator Mfs. Feinguss Blank GmbH. & Anwsar halds 57% af the equity
capital of Lhe company, The Company successfully began producing and exporting parts, made by the
investment casting method, back to its collaborator in 2001, However the Collaborator has been unable to
provide the Campany wilh adeguale cad, and has decided to exil his sharehalding in the Company, This will
be entirely bought aver oy Al Anwar Haoldings in Financial Year 2005-07.

The Compary has taken many steps to widen the costormer base, cnhance its capalbilitics to cast parts in
ferrous a5 well as non-Terrous alloys, and alse increass the extent of finish to the parts it manufactures.
AARCO has received very goad supplier ratings from its new customers in UK and is now in serious
ergagement with cuslomers lrom India as well, We believe this efforls e broaden the cuslomer base would
allows ABBOD 1o aperake as independant and premier Investmeant Casting unit in GEC
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DIRECTORS' REPORT (contd.)
for the year ended 31st March 2006

Bssociates:

1. Mational &luminium Products Company SA0G6 (NAPCO): The Company posled o loss of RO 202K
compared o a profit of RO 238K last year. A significant lactor in the reduction of the profits has been the
high input metal prices, and the walatility asscciated with the same. This impacted operating yields
significantly. MAPCD continued to service its sharcholders by declanng dividends of 5% for the year 2005
despite @ loss, The outlook for the Company is mixed as the aluminum prices are sl Crended wpeards and
are wvolatile. The difference however has baan that the Company has been ahle to operate better in this
situation, and has in-fact posted profits in the last 3 quarters. The Campany has a streng management and
giagd operating practices are being put m-place, hence they would be better able to ride the commodity
prices in the futura

2. Falcon Imsurance Company SAOC (Falcon]: Falcon iz the newest entrant into the General Insurance
sectar af Oman, and is an investmeant of Al Anwar Holdings of 2005, Falcon was created by the purchasing
he lnsurance portfolio, and developing the existing fareign Insurance Company — &l Ittihad Al wWatizani's
Muscal oparations evalve into Falcon's Branch & Head Office. This has resulbed in Faleorn being able Lo repore
over 100% increase in ils Insurance Business, even while the business was in Lransition and the
infrastructura for the growth of the Company was being put in place, Falcon has also been able ta report a
profit in the first year itself, due to the strang aperating policies and experience of the Management Team
which has bean inductod,

This momentum is being maintained in 2006 oo, as an enhanced team - IT infrastructure — marketing
efforts come inte place, all the inputs are being made available to make Falcan a Insurance Company of
choice in the CSmani market in the mediom Lemm

3. Oman Drilling Mud Products Company LLC: The Company posted better profits in the current yvear as
compared o last vear baecause of improved thrupot. For the corrent year Che campany succecdad in securing
major part of supply conbract with a major customer. The company 15 expected o generale consistent
returns for the investors,

Other Investments:

1. Oman Abrasives LLC: The Company has posted consistent profits in the current yaar, in line with its long
term frends, and has maintained its dividend pavoul ratio, We expech Lhe company 1o consistenlly mainlain
its performance in the caming years,

Rights Issue:

The Company embarked on a mobilisation program from s shareholders for the first time since its inception. If
had obtained the shareholder approval 2t an Extraardinary General Meeting in May 2005, for issuing an addibional
2.7 million shares on a Rights Basis, @ 10207 share, We are pleased with the confidence that the shareholders
have reposed in Lhe Company oy fully subscribing to the Rights Issue which opened in March 2006, The allotment
process has beer completed and the additional shares bave been listed on the Muscat Securities Markel in May
2006

Achievements:

&l Anwar and its investes companies rermain dedicated and determined o improve Omanisation levels in ling with
His Majesty’s directives, Curréntly, Omamisation level in Al Anwar Group companies combined is 44%. We are
proud b also mention that National Aluminiom Products Company 2406, one of the Associates of the Company,
has received His Majesty's Certilicale of Indusirial Excellencs in 2005
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Future Investments and Projects @

1} In May 2005 AAH anncunced its intention 1o allocale RO L0 million to setting up 2 gresn-field araject for tha
manufacture of Ceramic tiles in Oman. We are pleased to state that significant project development wark has
been undertaken for the Ceramics project:

- Al Maha Ceramics Company SA0C has been formed in December 2003, and it has an independent Board
vhich is ovaerseging the project develoament

= The linancial dose has been achieved for this project in both eguily & debt. We are pleased to state thot
we have Deen adle o induck Inztitutional and Trade Investors inta the equity of the Company, so Chat
the Company can plan and execule the preject in multiple phases. We are also happy Lo note that the
local Banks have been happy to extend their full-support for the debt and banking Facilities reguired o
this project

- Significant progress has been made in tving up the raw-material sources close o the plant location in
Sohar. [t thus reduces ang of the mosl impoerLant risks for this project,

- The Technology seleclion process is complete and the final arders are to be placed with Turnkey vendors

in the forthcoming guartear

- Land has been obtained for this project, covering bath the currenl requirements and future expansion,
at PEIE's Sohar Industrial Estale. This would enable Al Maha to access the regions industrial
infrastructure and markets effectively

We are thus ready on all fronts ta get into the construction and market-development. phase of the Project,
and are planning far June 2007 schedule for commeancement of production

Al Anwar Holdings began the process of reviewing and restructuring its portfolio a fow yvears ago. Mon-rare
investments have been divested and fresh investments made which would improve the overall relurns from
the portfelio, The operating perlformance of the subsidiaries has been increased, and the diversification of
investments into the service sactor has cammenced. All the Subsidiaries are planning capacilies and products
laking at regional markets, and thus improving their competitiveness, The finances of the Hole ing Campany
have been impraved, with the completion of the Rights Issue. [ believe wilh all these initiatives the first ohase

I
-\_-

af this process is over.,

31 The ecenomies of Dman and GO continue o be budvanl, This buovancy is due to the overall increase in the
econamic activity, which heas bean supported by high oil-prices. The increase is in parl due te the efforts of
Lhe GCC governments to direct the investments to diversilving their ecoromies and the value-addition that
s nappening lacally, Therelore v are hopeful of Al Anwar Holdings imvesting in new projects in various fields
given that Al Anwar is transitioning from being an investor and manger of manufacturing units, to a more
diversified holding reflecting the emerging opporlunities in services as well.

Corporate Governance:

Your company’s Board and Management have always belisved in maintaining & high level of professionalism and
ntegrily in all its operations. The company stands commilled Lo fully adhere to the Code of Corporate
Covernance issuad by the Capital Market Authorily os well all related provisions to the amended Commercial
Lompanies Law. A report on Corporate Governance and alsc a MHanagement Discussion and Analysis Repart have
been included in the annual Report,

The Board has reviewed the existing system of Rules, Requlations and internal controls so 25 to ensure Lhal they
properly identify authorilies al various levels and that there is a good svstem of checks and balances in place,
Furthermoere all systems anc poceaures il be constankly upgraded and strengthensd which will ensure
efficiency and transparency




‘_/:/7_} B b e az Ll 1l
; AL ANWAR HOLDINGS 3400 |
DIRECTORS' REPORT (contd.)
for the year ended 31st March 2006

Thanks and Appreciation:

| would like to conwey gur extreme thanks and appreciation to His Majesty Sultan Qabaos Bin Said and His
Government for incentives and support te the induskrial sector in the Sultanats, which in turn assicled the Graup
bn achieve its results. T would also like to thank the Capital Market Authorily and the Muscat Securities Markel
far their quidance and suppart, in our fund-raising efforts and corporate governance.

1 would like to welcame Mr Qais Mohammed Al Yousel who has rejoined the Al Anwar Heldings Board in Augusl
05, He has since also been appointed as the Deputy Chairman of the Company and the Chairman of the
Exocutive Committee, wWe would also like to welcome Mr Hamad Rashid Al Dhaheri and Mr Mobamed Al Khonji,
who have been elected on to the Board in the AGM of 2005, Mr Hamed Al Dhanher has alsa besn nominaled o
the Audit Cammittee of the Al Anwar Heldings Board. The Company recaords its sincere appreciation of the
cantribution, to the Company and its Investments, of Mr Faisal Mchammed Al Yousel, Directar, during his tenunz
of thair Direcborship.

I would like to place on recard the appreciaticn of the beard members and assnclates for the valuable service
rendered by Mr. E.M. Venkat, CED during his tenure of his service with the comparny

[ would also like to Bxpress my sincere appreciation to the Board af Directors cf all &1 Arvwear Group imeesies
companies for direction given to the managemenls of these companies, | plate on record the appreciation fio
she dedicated efforts of all the employees of Al Arwar Group. T also thank the Bankers of our companies for their
continued suppoert to the Company, its units and its new projects. Lastly 1 convey my SINCEre thanks to Lhe
chareholders of the company for the cenfidence they have placed in the Board.

For & on behalf of the Board of Directors of
Al Anwar Holdings SA0G6G

Masoud Humald Al Harthy
Chairman




MOORE STEPHENS

LHEAXTEEED ALLDLUNTIANTS

Pofs, Pivn 01 Miad

Fastal Codes 112

Bultanate of Cman

Tod - MG FDEI

Fan - F1&81 3018

Ll steptaw s S apmnlel el s

Report of Factual Findings in connection with Corporate Governance report of the Company
and application of the Corporate Governance practices in accordance with CMA Code of
Corporate Governance [(Code),

TO THE SHAREHOLDERS OF AL ANWAR HOLDINGS SA0G

We have performed the procedures prascribed in Capital Market Authority (CMA) circular no 16/2003,
dated 2% December 2003 with respect lo tha accompanying Corporate Governance reporl of the
Company and its application of the Comporate Governanse practices in accordance with the CRis's
code of corporata governance  ssued wunder cireular oo 11/2002 dated 3 June 2002 and s
amendments. Our engageman! was undedaken in acoordance with the International Standard o0
Autiting applicable o agreed-upon procedures engagements, These procedures were perfarmed solely
to assist you in evaluating the Company’s compliance with the Code as issued by the ClA.

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

EBecause the above procedures do not constilule eithar an audit or 3 review made in accordance wilh
Internaticnal Standards on Auditing, we do nol express any assurance on the Corporate Gavemnance
repor.

Had we performed additional procedures or had we performed an audil or review i acoordance with
International Standards on Audiling, olher maiters might have come o our a%ention hat would have
been reported (o you

Qur report is sclely for the purpose sel forth in the first paragraph of this repert and for your information
and is not to be used for any other purpese. This report relates only to the Board of Directars' Corporate
Governance report included in its annual report for the year ended 31 March 2006 and does not extend
to any financial statements of Al Anwar Holdings SA0G, taken as a wholo.

27 May 2006
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REPORT ON CORPORATE GOVERNANCE
far the financial year ending March 31, 2004

1. Company philosophy

The Baard of Directors af Al Anwar Holdings SADG welcomes and supports the initiatives undertaken by the
Capital Markets Autharity [CMAY in establishing the Code of Corporate Governance for companias listed in
the Muscal Securibies Market and is committed towards fully adopbing the Code. The adaption af the cooe
will erable the company Lo faster a celiure of complliance, transparency and accountability, which in Lurr il
lead Lo efficient functioning of the Company

2. Composition of the Board of Directors
Al the members of the Board are Mon-Executive Directors, since nene of them are whole time directors
drawing any fixed maonthly or annual salary From the Company.

3. Meetings of the Board,

e Present Board consists of 7 belew mentionad Directors:

Mame of Dircctor Independent ;| Date of Paricd of Fosition | Mode of
Mamn Election | Directorships Representation
irnele pendent
Mr, FMasoud Homaid Malik [ndependent | 23/772003 3 Years Chairman | Himsell
Al Harthy Mor Sharchalder
Mr, Dais Mohame:d Al Youse! Mo 3182005 Ta he Depuly | Fincorp Invastment
[ndependant elected Chairman | Compary LLC
in Lhie next
Alzl |
1
Mr, Shalir Musa abedulfah Al Yousef Mon 252003 1 Years Director | Himself
Independant Sharehalder
M Abhduliedha Mustafa Sultan [mdependent (237702003 3 Years Rirector | Himself

Sharehaolder

Mr. Mawwal Ghubash shmed [mdependent (237720031 3 Years [rirector | Himself

al Merri Shareholder

WMr, Moharmed Abhdullah Al Knonji [ndependent 16720050 3 Years Clrector | Himself
Sharcholdor

sMr. Hamed Rashid Al Dhaberi Independant L&/ ?/2005) 3 Years Cirector | Himselr
Shareholder
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REPORT ON CORPORATE GOVERMNANCE {contd.}

for the financial year ending March 31, 2006

Resigned during the year

Mr. Hussain Jasim Maser Al Mowais Besigned on 17472005 Himself — Won Shareholder
Mr. Darius Framroze Reslgned on 352005 QNS Holding S804
Mr. Faisal Mohamed ol Yousel Resigned on 2982005 Hirnself - Shareholder

The detalls of the Presant Directors” directorship in ather public companies in Oman are as follows,

1 Mame of Director Details of Directorship in Other SAQG S SADC
Companies in Oman

Mr. Masoud Humald Malik Al Harthy 1. Chairman, Al Anwar Blank Co. S540C

2, Chairman, Al Maha Ceramics Co. 5400C

3. Chairman, Falcon Insurance Co. SAQC

Mr. Dals Mohamed Al Yoused Director, Taager Finanoe Ca, 540G

Mr. Shakir Musa ahdullah Al Yauseaf Chairman, National Aluminiam Frodocts Ca, Sadlii

|
Mr Abdulredha Mustafa Sullan Mone
Mr. Mawwealf Ghubash Ahmed & Merri Mong |
Mr. Mhamed Abdullah A Khanji Mg |

Mr. Hamed Rashid & Dhaheri Mone

The Mesting attendance fees paid Lo the members for each meeting attendad is

{i] Chairman - RO 400/- (i) Deputy Chairman - RC 300¢- (iii) Other Members - RO 250/
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for the financial vear ending March 31, 200G

e

[a} The Board met 3 times during the year. The Full particulars of the dates of the meetings and attendance of
directors are mentioned below.

Board Meetings Dated
AGM

16.7.05 31.05.05 16.07.05 16.01.06 28.03.06

Mame of Dircctor

Mr. Masoud Humaid Malik &l Barthy Pragent Prigent Fresent Presant Fresent

Mr. Qais Mobhamed A Yausel

[ioinad an 31 August 05} M4, M.A, ML Present Fresent
]

Mr. Shabkir Musa abdullah al Yousef Present Prosent Prosent Present Frasent

HMr &bdulredha Mustafa Sultan FPresant Prasent Present Present Fresent

Mr. Nawwwat Ghubash &hmed Al Merri Fresant Present Present Present Friosent

Mr. Mohamed Ahdullah &l Khonj ML & M.A Is. B Present Frasent

Mr. Hamed Rashid Al Dhahern Frasent M2 M. 2 Prosent Leawve of

Absence

Members for part of the yvear

Mr Hussein lasim Naser Al Nowais
(resigred on 17 April 5] ' M.A LA LA ) M.

Mr, Darius Framroze
{resigned on 3rd May 05 M, A 1, A M.A L& M. A

Mr, Fasal Mahamed Al ¥Youse

(resigned on 2% August J53 Fresent PFresent Aresnnt M4 B A
|
{b] The Executive Committee [(EC) is a sub-committes of the Boasd consisling of 3 directors
Mr. GQais Moharmed Al Youwsel EC Chairman
Mr. Shabir Musa Ahdullah &1 Yousef EC Member
Mr. Mawwal Ghubash Anmad Al Merri EC Member

The Mesting attendance fees paid o the members for each meeting attended was RO M- far EC
Chairman and R0 1505 for EC Member.
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.REPDRT ON CORPORATE GOVERNANCE (contd.}

| " met 5 ti s wear, The particulars of the dates of the masetings and artendance af members
he EC met 5 times during the year. The particulars of the Jdates ¢ 1|

are mentioned belaw

Mame of Dircctor

5.4.05 4.5.05
Mr., Qais Mohamed Al Yousef MLA, o L
Mr. Shabir Musa Abdullah Al Yousef Frasent Frazent
Mr. Mawwalf Ghubash Abrmed AL Mers Leava of

Ahsence Fresant

EC Member for part of the year

Mr. Faisal Mohamed Al Youse Frasaent Presant

Mr. Darius Framrose Fresent M.~

(c] Audit Committes

16.7.05

M5,

Frasent

Fresenl

Fresent

”-'"1.

Executive Committea Meetings Dated

19.9.05

fresent

Present

WA,

The Audit Commitbes (AD) Is & sub-committes of the Board, comprising of 3 Qireclors

¥, Abdulredha Mustafa Sultan AC Chairman

Mr. Qais Mohamed Al Yousef AL Member

¥r, Hamed Rashid &l Dhaheri S WMk

26.11.05%

Fresent

Fresent

Fresent

The Meeling attendance fees paid 1o the members for each meeting attended was B2 200/- for AC Chairman

and RO 150/ for AC Member.

Mhe audit Cammmittes met 4 times during the year, The Full particulars of the dates of the meetings and

attendance of members are meanbipned Deiow.

Mame of Director

25.5.05
Mr, Abdulredha Mustafa Sultan Presenl
Mr, Qais Mohamed Al Youse! ML
: Mr. Hamed Rashid Al Thaher LA
AL Member for part of the year
Mr, Faisal Mohamed &l Youses Prescent
Mr, Masoud Humald al Harthy Presenl

Audit Committea Meetings Dated

12.11.05 25.1.006 25.03.06
Brasenl Frasent PFrezent
Fresent Fresent Present
Presenl Fresenl Leawe af

Absenca
LA, ML, ML,
LA, M, 5, ML,
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for the financial year ending March 31, 2006

All the meambers are experianced and have fundamental knowledge of accounls and linanoo

The terms of reference of the AC are in accordance with the guidelines givan by CMA. The major areas
covered by the Audilk Commitles are matters concerning Accounls, Finance, and Compliance wilh Statulory
Laws, Auditors Repart,

Process of nomination of directors: In nomination of candidates, the Beard looks for professionalism,
inteqgrity and leadership skills. Proven track record, industry knowledge and straktegic wision are the key
characteristics. The company follows the provisions of the Commercial Companies Law in respect of

nomination of the membors of Board of Directors,

The Management members of the company are appainted by proper contracts, clearly detining the terms of
reference. The Chief Executive Officer, under the supervision, direction and cenbral of the Board manages

the company.

Mo transactions where the management has personal interast are carried aut in the company. The company
has a system in wogue, for prior approval by the Boeard for such type af transactions if any arises in the
normal course of business, All the related party Lransactions, if any, are carvied out at arms langth prices in
the normnal course of business, No special method of evaluation is fallowed for these transactions. There are

no material related parly ransaclions wheng directors have an interest,

Means of communication with the Sharchaolders and Invastors:

The notice 1o the Shareholders for the Annual General Meeting containing the details of the related party

transactions is filed with CHMA and mailed to sharghalders along with Directors” report and audited accounts.

The Quarterly resulls of the company as per TMA format, are prepared by the management for every
fquarter, reviewsad by the Audit Committes, approved by the Board, are forwarded bo CMA and also published

i the Mewspapers as par Lhe girsctives of CMaA, Copies are made available to shareholdaers on request.

Remuneration matters:

Remuneration of RO 24,000/ was paid o directars for the financial vear encing 31st March 2005,
Sharehclders had approved the amount of remuneration to directors in the AGM of 16th July 2005, after
which the paymeant was made. The Meeting atbendance fees is paid o the attending members as par the
remuneration fixed by Che Beard, A tobal of RO 5,250/ (Fy 2004-05: RO 11,900/ was paid to Directors Mol
mestings attendad during the pericd 1st April A5 to 20th Gotober 5. In view of the Administration Decision
11-2005, meeting attendance fees for meetings held from Movember 05 of RO 5,200/ would be paid after
r s approved in the Annual General Mesting of the company. Mesting attendance fees paid and payable

during the year ended 31st March 2006 are given belaw
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REPORT ON CORPORATE GOVERNANCE (contd.)

for the financial year ending March 31, 2006

Marme of Director Paid Payable Tatal
Mr. Masoud Humaid Malike Al Harthy G50 5040 1,750
Mr. Qais Mohamed Al Yousel 150 1,250 1,400
rMr. Shabir Musa abdullan &l Youses 1,350 B50 2,000
Mr, Abdulredha Mustafa Sultan A0 1,100 1, 8000
pr, Mawwaf Ghobash Afmeed &0 Merri 1,354 GED 2,300
Mr. Hamed Rashid ahmed Al Dhaher GO G50
MHr, Manamed Ahdullab Al Khongi - SO0 500

Members for part of the year

Mr, Hussain Jasim Naser Al Mowais & : -

M, Faisal Moabamed Al Yousel 1,100 - 1,100
Mr. Darius Framroza 150 - 150
Total Meeting Attendance fees during 2005-00G 5,750 5,900 11,650

The remuneration for the emplayees are, after critical evaluation, lixed by Che Board, based on gualification,
pxpertise and efficiency of the executives. The tolal remuneralion of the Top 5 employees far Financial Year
2005-06 was RO 58,595 [FY 2004-05 ;| RO 48,451 ).

Details of non-compliance by the company: Mo penalties have been impozsed by CHMA or MSM or any
other statutory bodies an the company. The gap between Board meeting ne, 2 and Board meating no. 3 s
gix months, which is in non-compliznce with the requirements of Article 4 of corporate governanoe
reqgulations ta conduct board meelings at inlervals not exceeding four months

Market price data: Monthly high and low share price of the company during the Tinancial year ended 215t
March 2006 was

Manth High — RO Low — RO
April 2005 2.320 | 1920
May L’Eﬂ.":_- | 2.1“3_ ] 2.0
;-.n':e-.'-'-.’lf'l!i | 2,130 1.930
- July 2005 | 2410 ENA N
August 2005 | 2.030 1200
- September 2005 2.050 1.9240
ctaber ALES 1. 850 1.720
Nowvermber 2005 1.750 1.750
lecember 2005 1.800 1.750
lanuary 20086 Z2.050 1.900

Febrsary 2006 195810 1.7540

March 20086 1.750 1,500




isgued to public or institutional investors or any other class of investans,

14. Professional profile of the statutory auditor

of the worlds major accounting and consulling networks consisting of 316 independent
represantative offices and over 15,400 skaff in 93 countries,

i

specified in Annexurg 1 B 4 ol Lhe Cade,

Masoud Humaid Al Harthy
Chairman

locally and are & member firmn within the Moore Stephens Internaticnal Lirmited, which is

This report s prepared in compliance with the Code of Corporate Governance and cover

mPE L - E LR L
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REPORT ON CORPORATE GOVERNANCE (contd.}
for the fimancial year ending March 31, 2006
13, Distribulion of Sharehalders ano their share helding patkern as an 315t March 2006 15 balow
Distributicn Mo. of Mo. of %0 on i
shares Share holders total shares
1 ko 5,000 345,581 317 | G911
5001 to 10,000 111,052 17 A2
10,001 to 20,000 '_-f.- 5 ‘a 11 3. 13%
20,001 to 50,000 N 291,900 9 5.84%
m:-.l'.n::--.':'! H_l:l.,ﬂﬂﬂ 4,094,909 14 £1.90%,
Tatal | 5,000,000 3GE I 100,00 %0

The Company dees not have any forgign GDRs / ADRs [ Warrants or any other instrument of any Lype

Moore Stephens are the company's auditors, They are one of the international accounting firms operating

srpardedd a5 ocne
firms with 539

Specific areas of non-compliance with the provisions of corporate governance and reasons

5 all the bams
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MANAGEMENT DISCUSSION AND ANALYSIS REPORT

Tndustry's Structure and Development:

Al Anwar Holdings SADG is an poblicly raded joint stock campany ragisterac in the Sultanate af Oman. The
Comparny was incorporated on 20th December 19%4. The primary business activiky of the company is
investments and it imcludes squily pacrlicipatian in new and @xXisting industaal and serdices Companies in Yanaus
sactors of the economy. Until recently Al Anwar Holdings substantial portion of ils portlolio s invesbed in
industrial sectors

Dman's industrial basa is diverse, and Al Anwar's Charter is [o invest in the setiing-up of Aew units, managing
existing units or even undertake o create value by reviving sick-units. Uz investments are diverse in nature,
ranging from aluminium extrusions te investment-casting. Ibs investee companies service costomers necds in
Oman, and are increasingly locking al GCC, and even beyond, o attain ecenamies of scale and service profitable
nChEs

Al Anwar invests in green-field projects as well as on-gaing concerms, 6 bypically invests in dosed companias,
SAOQC & LLC entities, with a view to nurturing them and rezlizing value by either floating tham on the capits
markets or selling them o trade investors. Al Anwar typically takes significant stakes in the oanits nowhich it
rwests. [Lmonitors and guides the investments by participating in the deliberations of the Board and Committees
of the Goard, of the investes Companies

Investment Portfolio;

Fme [nvestments made by Al Anwar in svarious companies are elaborately explained in Directors’ Reporl as we
as chsclosed in Mobe Mo, 5 of the Financial Statements.

Opportunities:

Exisling Irvestmanls:

Many of aur existing Industrial investments have been operating for many vears, and hence are matuere in theair
current operations! marcets. These companies are Lrying Lo grow Oy ramping-uvp capacaly and expancing Lhei
product-ranges capabilicies, which are needed for servicing customers in Qman & GOC markets. Some of the
units already derive a considerable portian of Lheir révenus from European markets, Hence the aefforls La amparl
diversity In the customer base hawve had results, Opportunities exist for increasing the inwestments in the
industrial units which are actively repositioning themsalves for improves qrowth and long-term elability, and
whose valuations are attractivea,

MNaw Frojects:

Falcon Insurance Co. SADC: Al Anwar's current portfalio is deminated by investments into manufacturing
anterprises. With a view to diversify its portfelis inte Sorvices, Al Anwar bas mode o beginning by making o
significant capital allocaltion to a new company in the Omani Insurance Sector, with an initial focus on General
Imsurance. The General [nsurance business s expected 1o expand ragidly with Che stepping-up of the ingustrial
angd economic activity and it would also service the growing needs of the youth in the country. The Company is
now  actively looking at increasing its finandial services portfolio - in Gman and in the region

Al Maha Ceramics Co. SA0C: Thare has been a significant increase in the Construction activity in all the GCC
markets in the recent past. Policy initialives 1o allow foreign investment inlo Real Estale and the promotion of
the Towrism sector s further acaing fillip to the construction activiey in the regicn. Oman has a variety of minarals
which can ke commmercialized for meeting the expanding rneeds of Lhis sector. Al Anwar @5 promobing a grean
field praject to manufacture ceramic tilas in Oman.
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MANAGEMENT DISCUSSION AND ANALYSIS REPORT (contd.)

Fund Maobilisation

The Financial Markets and Banks have been buayant based on the improved econamic perflormance in the GCC
region and the continued good outlook for many of the Companies, Your Company has been able to leverage this
mementurn - for its investee Companies and itself, by promoting new projects and secking sharchelders banker
participation in the same. Your Company has mobilized RO 2.75 million from Shareholders in April 2006,
via & Rights lssue. This would strengthen the liguidity and enhance the strength cf Al anwar Holdings
portfolin. Al Anwar is continuously scouting for sound projects, which will improve the overall yield on
inwesbment,

Risks :

By and large, the risks and threals to which the investes companies are exposed fterm a Lhreat 1o Al Anwar
Broadly, the risks take the form of increasing costs/ decreasing margins, competition from other sources af
supply and shifts in customer preference for other solutions.

1. Increasing raw material prices: and the difficulty in passing the increases Lo the customer, pose a threat to
the revenues of the investee companies, which affect the revenoes of Al Anwar

2. Competition frem GCC as well as international region: results in the drastic fall in revenues/ profits  of
investes companies, which in turn affects the revenues) profits of Al Anwar.

3. wduct Shilts:  Investment in Industrial units cansists af investing in capital assets like Plant & Machinery,
technology = the berelils of which can be recovered owver a |;_1-|';|-I,4:r'|'| Shitts in product Fl'r!fr!r!'!‘l-::-:" gue Lo
varicus reasons such as technological changes, new product substitutes, elc results in Lhe viabdity of Lhe
project) unit being atfected,

& major risk in the investments in industrial ventures is the relatively long gestation periods, which affects the
performance of the parent company, &l Anwar has chosen to deal wikh his issue by investing in a portfolio, where
the diversity reduces the impact. It is also into making & conscous affort in expanding capacikties in prodoct

used innovative strategies - like purchasing a business portlolio from an incumbent Company, thus giving a base
ko ramp-un the business of the Company. Al Anwar thus continuously assesses and manages the medium term
strategies and moniters the performance of the investes companias and projecks, against the medium-tam
plans,

Analysis of segment-wise performance;

The company has analysed its performance as [ndustrial segment and Investment Segment, Industrial segment
reflacts the performance of the investee companies and Investment segment accounts for the transactions
conoerning the parent company. A delailed analysis s provided in Schedule - 1 under notes Do accounts.

Outlook:

With the global upheavals gradually settling down and the ecenomic activity picking up pace, it is expeci=o that
the existing healthy ail price trend should continue in the near future which would l2ad to better overall economic
growth in the GCC Region, Apart fram oil and petroleum sector, the next biggest economic drivers in Lhe GCC
region are the infrastructure related projects. GCC markets will continue to be fiercely competitive, as there are
limited barriers to trade. Consequently the margins of investee companies will normally be under pressure

Howewer, the Company's endeavaur 15 {a] to maximize profits by ensuring stability of operations and continuous
dialogue with customers, current and prospeclive, o ensure sustenance of earnings by its investee companies,
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MANAGEMENT DISCUSSION AND ANALYSIS REPORT (contd.)

(b o bring obout financial stality and comfort by reducing its current external borrowings, Chereby reducing
casts and fimancial pressure and (o) to create an ability for distributing dividends to shareholders on & consistant
basis

Internal control systems and their adequacy:

The Company has adequate internal contrals caommensurate with the size and nature of operations. A financial
manual of authorities approved oy the Board s In place, which specifies autharity levels for various day to day
operations.

Discussions on linancial and operational perfformance:

The Campany has posted profit of RO 394K in the currenl year as againsl the arofit of R 675K last year, Doring |
this year there has bean a pressure on the margins of some of the Asscciate -:_r.-mpanlsen. Hence daspite a rise

in Subsidiaries income o RO 11.2 mn from RO &.6mn in the previous year, there has been an overall drap in
profits. There have been efforts to realize some of the gains in the portfolio, and the Company has disposed al

af its haldings in Computer Statinery Industries SA0G, These disposals have resulted in a profit of RO 296K,

which have made-up for a part of the reduction in Gross QOperating Frofic.

The parent company’'s cutstanding Ioans tetal o RO 2070K,. Mast of this s due Lo the new investiments whicl
have been made. [t is proposaed to repay all of this from the proceeds  of the Rights Issue of RO 275 million,
which has been compleled in April 2006, Subseguenlly a new financing strategy would be developed, keeping in
mind the strategy which would be adopted or the gverall developmeant of Al Anwar Heldings. The Company has
received significant suppaort fraom Lhe Banker's, for itself and its Investes Companiss. Al Anwar continues to snjoy
a good credit-worthy relatianship with thoem

uring the year there has been a2 significant investment in naw projects = in Insurance and the Ceramic Sector,
as well as inke Subsidiaries. The implementation effort for many of these has begun, These being meadivm-Lerm
o lang-term investments, the Company expacts to get good returns from them in the coming few vears and for
many years

Al Anwar's endeavor is to anhance the returns [rom inveslee companies, make inveslmenls in projecls with low

gestation pertod and evalve strategies o improve the existing yield on investmants

E.N. Venkat
Chief Executive Officer
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AUDITORS' REPORT TO THE SHAREHOLDERS

We have audited the accompanving consalidaied balance sheet of Al Anwar Holdings SA00G ("the
Parent™} and its subsidiaries together called "the Group™ as abt 31 March 2006 and the relatad
consalidated statements of income and cash flows for the year Lhen ended. These Minancial
statements, which are set out on pages 23 o 49, are the responsibility of the Company’s Board
of Directors, Our responsibility is to express an gpinian an these financial stetemeants basad on

our audit.

e conducted aur awdit in accordance with International Standards on Auditing. Thase Standards
reguirg that we plan and perform the audit o obtain reasonable assurance as o whether the
linancial statements are free of material misstatement. An sudit includes examining, an a test
basis, evidence supporting the amounts and disclosuras in the financial statements. An audit also
includas assassing the accounting principles vsed and significant estimates made by Board of
Directars, as well as evaluating the ovarall financial statements presentation. We belisve that our

audit provides a reasonable basis for our opinion,

In our opinicn the consclidated financial statemeants present Fairly, in all materizl respects, the
financial pasition of the Group as at 31 March 2006 and the resulls of its aperations and iks cash
flows For Ehe yvear then ended in accordancs with International Financial Reparting Standards, The
consolidated financial statements alse comply, in all materizl respects, with the relevant
requiraments of the Commercial Companies Law of Oman, 1972 (as amended) and the relavant

disclosure reguirements for public jeint stock companies issued by the Capital Market Authority

Moww ST

27 May 2006
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ICDNSEILIDATED BALANCE SHEET

at 21 March 2006

ASSETS

Mon-current assets
Froperty, plant and eguipment
Intangible assoets

Inwveshments

Total non - current assels

Current asscis

[rvestmenls

[rventories

Accaunts and ather receivables
Bank halanc=s and cash

Total current assets

Total assets
SHAREHOLDERS' FUNMDS AND LIABILITIES

Shareholdars” eguity
Share capita

Legal reserve

Retainad earnings

Fair value reserve
Proposed dividend

Sharaholdars’ interast attributable to Shareholders
af Parent Company
rMinority Interast

Total shareholders” equity and minarity interast

Liabilities

Mon-current liabilities

Term lgans

Refarred gowernment grant
Defarred tax liability

Employees’ end of service banahits

Total non - current liabilities
Current liabilitics

Sank borrowings

Term loans

Accounts and ather pavables
Taxation

lotal current labilities
Tatal hiahilities

Tatal Shareholders” funds and liabilities

Met assets per share

Thesa financial statements were avthorised for issue and approved by

and were signed on their behalt by

Chairrman

The attached notes 1 to Z7 form part of these financiol statements.

Hobe 2006

RO00a0

3 3,077
4 149

5 ) 6,738

4,994

s h 265

& 2,722
. 1,346
S 263

7 .596G
17,590

9 a) 5,000
9 b) 735

A

7rh

=
L& 385

6,890
10 1,212
8,102

i1 1,252
11 Ga
20 27
2 by 100

1,448

Paf =
o Pk o= Ll
3
o
o
-1
Pk

14 RO 1.378

the Goard of Direckars on 24 May 2005

Lrrecor

P WA TROMLLRINCS SACHS

2005
RCCOC

2,576
14
4,504

8,116

L

e B I ]
L0 O v O |
L) I g

6,876
1,113

7,985

1,457
87
17
i

1,650

2,322
2,708
47
5,182
5,832

14 821

RO 1.375
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CONSOLIDATED STATEMENT OF INCOME

INCOME
Dperating incomes
Dividend incomes

Dther income

Ciperatin 0 expenscs

(Gross aperating profit

Cther @x FENSCE

Profit From oparations

Finance charges

Ehare of orofits in the results of associates

Profit on disposal of investments

Taxation

Minanty interest

et profit attributable to Shareholders of the

Parent Company

Basic carninas per share

Dividend per share

e attached neotes 1 ta 27 form parl of Chese financia

for the year ended 31 March 20006

Mol

ul

bd
i
s

20

1

statements,

2006 2005
ROFO00 RE2000

11,928 8,187
133 128
153 124

14,2149 a,b4%.1

(11,292) (7,008)

927 715
{180 (272)
747 453
[3B1) [2204)
[19) F30

296 354
643 g21

(B5) (65)
ST ] =]

(134) (81)

394 675
RO D.079 RO 0,135

RO 0,050 R 0.075
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the yvear ended 21 March 2006

Share Legal Fetained  Fair wvalue  Proposed
capital RiEserue 2armings PSR Dividend TeLal
Ziayulalyl ROo0 Rz Lo RO 004 RO000 RO GGG
[moke 2 a)] [nate S b)) note 9 ¢ [mobe 1G]
A 21 March 2004 5,000 G32 E&Y - 375 6,576
Net proofit for the yaar L7 E 75
Transfer to legal resarva 73 {73)
Dividend paid during the year (375} {375
Froposed dividend {375) 375
&t 31 March 2005 5,0ad Fi5 FO5R - 375 &, BTG
At 31 March 2005 5,000 705 7OG — 375 G, 07
Mat profit for the year 384 3541
Transfer to legal reserve 30 (30} --
Drividend paid during the year — = = — (3751 {375}
Fraposad dividend RS i85
Share of fair value reserve in an
associate recognised during the yvear {5} {5
AE 31 March 2006 5,000 735 775 {5 385 G, HYl

The altached notes 1 Lo 27 farm part of Lhese linancial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS
for the year ended 31 March 2006

2006 2005
RO°000 =T K

CASH FLOWS FROM
OPERATING ACTIVITIES

Dividend income and cash receipks from customers 11
Cash paid to suppliers and emplovess (11,093) 7

ash generated fram operations <[4 323
Finance charges (376} (231)
laxation {43 (23]

Met cash (used ind f genarated from aperating activities {15} &%

CASH FLOWS FROM
INVESTING ACTIVITIES

Purchase of plant and equipment (577} (1,061
Disposal of plant and equipment 5

Additions to intangible assel (14 {18)
Proceeds from disposal of investments 314 211
Purchase of investments by Parent Company [2,5643) [ 307
Purchase of imvestments by subsidiary companics = [17%)

het cash used in investing achivities {2418} (47l

CASH FLOWS FROM
FIMAMCING ACTIVITIES

Additional capital intraduced by minority

sharchalders in & subsidiary 75

Dividend payvments e minority shareholders of a subsidiary [ F5) (al]

Dividend pavments of Parent Company [375] (375)

Nelk mavement in term loans 1.575 275

Wet cash fram / (used i) fimancing activilies 1,200 (R
Decrease in cash and cash equivalants during the yeat (1,233) Ly
Cash angd cash eguivalents at the beginning of the year (1,727 (1,235

Cash and cash equivalents at the end of the year {2,960) (1,727)

et cash and cash eguivalants [Pobe 20} at the

end of the year comprise:

Gank balances and cash 263 Egg
Bank borrowings (3,223 (4, 358)

{2,960} (1,727}

The attached noles 1 Lo 27 form part of these financial statements,

26
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NMOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
at 31 March 20006

LEGAL 5TATUS AND PRIMCIPAL ACTIVITIES

Al dnwar Holdings 580G (the "Parent Company™] is an Omani joint stock company  incorporated on
20 Dezcember 1994 and regisbered in Lhe Sullanale of Dman. The business ackivities of AL Amwar Haoldings 540G
and it"s subsidiary companies [together referred to as the "Group” and defined in note 5} include promoticn ar

-

and participation in a variely af ventures in linancial sesvices and industrial seclor in the Sultanata af Cman.
SIGHMIFICANT ACCOUNTING POLICIES

Basis of Preparation

The consalidated hnancial statements have been pregared i acscardance with [nternaktional Fimancial
Reporting Standards issued by the Intermational Accounting Standards Board (TASB), interpretations issued
by the International Financial Reparting Interpretatons Committes (IFRICY, the requiremeants af the
Commercial Companies Law at Lhe Sultanate of Oman 1974 (as amended} and the rules for disclosure and
requirements prescnbed by the Capital Market Authorioy

I thee current year, the Group has adopted all applicable new and revised Standards and Interpretations

issued by LASE and the IFRIC that are effective for accounting periods beginning on 1 lanuary 2005,

The amendment to 145 39 (Fair Walue option) which is applicable for annual periads beginning 1 January
200G changes the definition of “financial instruments classified at fair value through profit or lass" and
restricts the ahility to designate financial instruments as part of this category, The Boarg of Directors belieye
that the Group will comply with the amended criteria for the designation of "financial instruments at fair
value through profit and lass” and accardingly no slgnificant impact will arize on the adoption of the above
armandment. The Group will apply this amendment fram annual pericds beginning 1 January 2004,

The following accounting policies have been consistently applied by the Group in dealing with ilems
considered mataral to the Group's financial staterments and are consistent with those used in preavicus

VB

a) Basis of accounting

The consalidated financial statemeants have been preparaed under the historcal cost convention, except
that investments at fair valus through profic and less are stated at thar falr valees and the held-ta
maturiby investments and Government soft loans are stated at amartised cost.

b} Basis of consolidation

The consclidoled balance sheot incorparates the assels and liabilities of the Parent and iEs subsidiaries
All significant inter-company balances, transactions, income and axpenseas have bean eliminaled on
censolidation,

Intra-graup balances and ransaclions, and any unrealised gains arising from inlra-group transactions,
are eliminated in preparing the consolicdated financial staternents. Unrealised gains of losses arising from
transactions with assacioles are eliminated to the extent of the Group's interest in the entarprise,

c} Investments

& subsidiary is a company in which he SGrovp ovns more than one half of the voting power or exercises
contral. The financial statements af the subsidiaries are included in the consolicdated fnancial

slatemenls,

27
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
at 31 March 2006

2 SIGHMIFICAMNT ACCOUNTING POLICIES (COMTINUED)

]

d}

Investments (continuead)

Assnsiata
Arenlily over which the Group exercises significant influence but not control is classified as an assocciats

and i5 accounted for using the equity methad.

The consalidated financial statements include the Group’s share of the total recognised gains and losses
of assoclates on an egquity accounted basis.

Imvastments held to matority

Investments which are held with a positive inbent and ability te Bold antil maturity are classiticd as held
to maturity. They are initially recegnised al cost and subsequently remeasured 2t amortised cosl.
fevastments at fair valve throogh profit and loss

Investments at fair value through prafit and loss are held for trading investments which are acguired
with the intention of short term profit making. They are remeasured al faicr value alter initial recagnition
Gains and losses an remeasurermant ars repartad in the income statement.

Fair valug measurameant

~or investments actively traded in organized Mnancial markels, Tzir value is generally determned By
reference bo stock exchange guoted marset bid prices at the close of business on the balance sheet date
Unquobad investrents are valuad at fair value when they can be reliakly measured; otherwise Lhey are
stated at cost.

IR idend Income

Dividend income from Investments Is acoounted when the right o raceive payment is eslablished
Interest income on investments availabile fer sale is recognised when the entitlement anses.,
Intangible assats

Crircrd ity

oodwill arising on acquisition of subsidiaries and associakes is initially recegnised at cost, beng the
excess of cost of business combination over Lhe acquiress interest in the met fair value of the identifiable
assels, liabilities and cantingent liakilities. Goodwill is subseguently measured at cost less accumulated

impairment losses. Megative goodwill is recognised immediately in the censolidated statement of
income, Impairment lasses, if any, in respect of goodwill arsing on consalidation of subsidiarnes and
investment in associates are assessed on an annual basis,

Im respect of associatas, the carrying amauntl of gascwill is included in the carrying amount of the

investment,

Technical krnow-how fees

Feee s pand Tor tachn cal know haw to ACQUINE MBCES5ary expertise b manufacture and assemble Sortair
transfaormers and wse of rademarks ang name, are stated at cost less amaortisation and impairment
Insses [refer palicy 70 below].
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MOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
at 21 March 2006

SIGNIFICANT ACCOUNTING POLICIES (CONMTINUED)

2)

r

a)

b}

Armartisalion

Amortisation is charged to the statement of income on a straight-line basis aver the estimated wseful
ives af intangible assets. Technical know-how fees are amortised over an estimated asefal fife of 5 - 8
years from the dake they are available ter use

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulatad depraciation and impairment losses.
Subseguent expenditure s capitalized only when it is prokable that it will result in increased foture
economic bepefits, Al cthes expenditure is recegnised in the consolidated statement of infome as an
BXOENsEe as incurred.

Property, plant and equipment are stated ab cost less accumulated depreciation and impairment oeses
[rafier policy §) belaw ], i any,

Depreciation is charged ko the consolidabed statement of income on a straight-line basis over the
cstimated useful ecanamic lives of items of property, plant and equipment. The estimated usebul lives
are as follows:

Tears
Buildings on leasshold land a-20
Plarit, machinesy and equipmeant 3-10
Mobar wehicles 34
Furniture and fAxtures 1-4

Leases

lperating lease payments are recognised in the conselidated slalemenl of income on a straight ling
basis.

Inventories

Inventories are stated at the lower of cost and net realisable wvalue, Mel realisablie value is the eslimated
selling price in the ordinary course of business, less estimated costs of completion and selling expenses.
Cost of raw materials i based on the welghied average methad and includes expenditure incurred in
acquiring the inventories and bringing tham ko their existing location and condition

work in progress and finished goods includes material costs and, whers applicable, an appropriate shars
aof overheads based on normal operating capacty.

[nventory of spares is expensed in the consolidated statement of income.

Accounts and ather receivables

Socounls receivable origingted by the Group, are measured at cost, Bad debts are writken off or provided
far as they arise and provision is made for deoabliol receivables.

Cash and cash equivalonts

For the purpose of the cash flow statement, cash and cash equivalents consists of cash and bank
balances with maturily of three manths from the balance sheet date, nat of hank borrowings.
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NMOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

at 31 March 2006

SIGMIFLCAMT ACCOUNTIMG POLICIES (COMTIMUELD)

il

K

nj

Impairment
Firranoial assels

At 2ach balance sheet date, the Groun assesses if there is any abjective evidence indicating impairment
of the carrying value of francial assels or non-callectanility of receivables

Impairment losses are determined as differences between the carrying amounts and the recoveranle
amounls and are recognised in Lhe consolidated stalement of income. The recoverable amounts
represent the presant value of expected future cash Flows discounted at the onginal effactive intares
raki, Cash Nows relaling Lo short-Lerm receivables are nob discounted,

Nan frnancial aessls

Other than the goodwill arising an consolidation of subsidianies and invesimeant in associates [refer note
f} abowve] at each balance sheel date, the Group assesses il there is any indicalion of impairment of non
financial assets. If an indication exists, the Group estimates the recoverable amount of the asser and
recegnises an impairment [0ss in the consclidaled statement of incame. Other than far goocdwill, the
Graup also assesses if thera is any indicaticn that an impairment loss recoqrisad in priar years no longer
exisks or has reduced. The resultant impairment loss or reversals are recognised immeadiately in the
consclidated statemant of incomea.

The recoverable amount adopted is the higher of net realisable value or market value and 15 value in
Lise,

Employees’ end of service benefits

Paymeant 15 mada to Smanl Governmant’s Sacial Security Scheme under Rayal Decree Number 72,91
for Ormani employess. Provision is made foar amaunts payahble under the Sultanate of Oman's labours law
applicable to expatriates amployasas” accumulated periods of sarvice al the balance sheet dote

Frovisions

A provision is recognized in the balance sheet when the Group has a legal or constructive obligaton as
a result of a past avent and 1015 probable that an outllow ot econcmic benetits will be required to sattle
the obligaticn. If the effact is material, provisions zre determined oy discounting the expected future
cash flows at a rate that reflects current market assessments of the time value of money and, whare
apprapriabe, the risks specific ta the liability,

Warranties

4 provisien lor warranties is recogrisad when the underlying producks or services are seld. The provision
5 hased on historical warranty data and 2 weighing of all possible cutcomeas against their associatbed
orabakbilitics

Accounts payable and accruals

Liabilitics are recagnised for amounts Lo be paid for goods and service received, whether or not billed
o the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
at 31 March 2006

SIGNIFICANT ACCOUNTING POLICIES (CONTIMNUED)

o

(£}

ql

5)

Government lerm loans and deferred income
Carrping valuos

The carrying wvalues of the interest free and low interest Government term lcans (see nobe 11 o the
fimancial statements) are detormingd as the prosent values aof the ans adopting the interest rales thal
reflect Lhe current ¢ost of sirmilar borrowing on similar lcan terms from 28 commercial bank

Finance charge

The effective interest charge arises as a result of accgunting for the fair wvaloes of the gevernment
related term lpans and therefore represents the actual interest incurred for the year plus an amount
arising from movements in the carrying values of the loans in the vear,

Deferred income

The amount of deferred income relating o Lthe govermmeant term loans s released bo the income
staternent in such a way as to spread the income over the effective interest charge o which it relates.,
Operating income

Dperating incomes represents the involce walus of goods sold during the year, net of discounts and
returns, and is recognised in the consolidated statement of income, when the signilicant risks and
rewards af ownership have been transferred ta the bhuyer.

Finance charges

Finance charges comprise interest payable on borrowings, interest subsidy, and are net of interast
receivable on bank deposits. Finance charges are recogniscd as oan expense in the consalidated
staternant of income in the period In which they are incurrad

Taxation

Tax on the profit or loss for the year comprises currant and deferred tax. Current tax is provided in
accordance with the Sultanate of Oman's fiscal regulations. Deferred taxation s provided using the
liability method on all temporary dilferences at 1he reparting date, IL s Calculated ab the Lax rates thatl
are expected bo apply 1o the period when i€ is anticipated the liabilities will be settled, and it is hased
on the rates {and laws) that have been enacted at the balance sheel daka.

Delferred tax assets are recegnised In relation to carry forward Iosses and unused tax credits bto the
axtant that it is prabable that future Laxabde peolits will be achiewvad,

Foreign currencies

Foreign currency transactions are translated into Omani Rials al the exchange rate prevailing an Lhe

transaction data. Foreign currency monebary assels and liabailities at Lhe balance shest date are

tramslated at the races of exchange prevalling 2t that date. Exchange differences that anse are
recoanised in the consolidated statament of income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS [
at 31 March 2006

2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

i} Segment reporting

A segrment (s 3 distinguishable component of the Group engaged in providing producis or services
(business segment] ar in providing producks or services within a particular economic environment
(geographical segrment]) which s subject Lo risks and rewards that are different from those of other
seqmenls,

u} Estimates and judgementls

In preparing the consclidated financial staternents, the Board of Qirectors is reguired o make ostimates
and assumptians which affect reported income and expenses, assels, liabilities and related disclosures
The use of available information and application of judgement based on historical experience and othes
factprs are inhersnt in the formation of estimates. Actual results in the future could differ from such
astimates. The Beard af Directars test annually whether intangible assels, investmoent in asseciates and
subsidizries have suffered any impairment 0 accordance with TAS 36 ‘Impairment of Assets’, which
require the use of estimates.

2 PROPERTY, PLANT AMD EQUIPMENT

32

Cost

AL 31 March 2005
Additions during the year
Gisposals during the weai

Transhers during Lhe woar

At 21 March 2006

Depreciation

A 31 March 2005
Charge for the year
Relating to disposals

AL 31 March 2005

Mel ook values
At 31 March 20005

&1 21 March 2005

Flanl,
P led ngs on miachinery Furmibure
cascehold and Mator andd wWark in

land
RO000

equipmsant
RO O

vehicles
ROQo0

fizbtures
R 000

Progress
R0

1,065 2,966 147 420 440
Fa 403 11 40 18
— (4) (4) — -
A 5] (45
1,138 3, H1B 154 450 !
352 1,285 a1 324
57 327 21 18 —
{1} [4)
09 1,621 i Es dhd —
129 2197 i o8 ’
713 1,671 L a5 A

The fallawing further niokes Sl

a)l  Sarme of ihe lactory Duildings are consbruclad o
Industnal Estates (Mizwa and Rusayl Industrial Estates).

Tatal
RO00

5,038
547

(8}

3,077

2,976

Che lzng leased from the Public Estallishment (o

bl Certain af the proporty, plant and cquipment relating the subsidiaries are morlgaged as security for Ehe

Lerm loans refamed to in

nate 11 ta the financial statemenls.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
at 31 March 2006

4 INTANGLIELE ASSETS

Goodwill on Technica

consolidation knove-how
! cf subsidiaries fees Tatal
D00 e KIRN] RO00

I Cast

' At 31 March 2005 374 82 456
Additions during Uhe wear [reler note 5 b 49 14 &d
At 31 March 2006 423 a5 519

Accumulated impairment loss ) amortisation

| AL 31 March 2005 244 66 310
Recognised during the year 30 10

I AL 31 March 2006 244 a5 11
Met ook values

] Af 31 March 2006 1749 179
At 31 March 2005 130 15 LG

5 INWNVESTMENTS
4 Investmenls in subsidiaries, associates and cthers represent companies registerad in the Sultanate of Cman

and having financial reporting periods that end on 31 December. Thay are as follows:

Oywniership inbenast

005 2005 Status
o0 S0
Subsidiarios

voltamp Manufacturing Company LZC and

] its Subsidiary (CWMOT 57.42 glaz Linquated
Al Ahlia International LLC J0.00 .00 Lnquated
l Al Anwar Blank Company SACKD ("AAFC3Y) 57,00 5400 Linquarned
¥ Al apwar Computer Services LLC ("Aanls") 100,00 10000 Unquated
sun Packaging Company LLC {SFCT) a2.50 S0.00 Unguated
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
at 31 March 2006

5 IMVESTMEMTS (COMTINUED]

Crwmership interest

2005 A005 Status
& LIS

Associates

National Aluminium Producks Company SACGE MMAPCOD™) 34.83 34,83 Cruated
Camputer Statipnery Industry SA0GE and its Subsidiary ("C51") o 2297 Cruated
Oman Drilling Mud Products Company LLE (CODMPY 2267 22.67 Unguoted
Falcon Insurance Company SACQC ("FIC™) 2178 Unguoted
Al Maha Ceramics Company SACGT CAMIC™) 32.00 Limguaceb e

Other tnvasiments
Oman abrasives LLC 19,00 12.00 nouoted
sl 0.11 Ciucabed

The following further notes apphy:

a] The Parent Company, due o the sharghalding of one subsidiary company, effectively bolds in MAPCC
38,98% (2005 -38.98%) and in C5I 0.22% (20035 - 28.73%)

b} During the year, the Parent Company increased its sharehelding in the subsiciary, SPC from 50.00% to
B2,50%, The proportion of assets and liabiities acquired and the resultant goodwill arising is shown

helawve:
RO000

Current assets 250
MNon-current assats 233
Current liabilities [ 284]
Man-current liabilities (114)
MNet assets acquired &b
Purchase consideralion 154

Goadwill {note ) 4

During the year the Parert Company has subscrived and paid an amount of RO 187,500 a5 it's share of
an ingrease in Lhe share capital of 3P0 of RD 300,000, The increase is in the process of baing ragisterad
at the Ministry of Commercs and Industey
£l Al Ahlia Internalional LLC, 2 subsidiary, ceased cperations at 31 December 1999, The carrying value
af the imvestment had been fully written off in the year 2000, In addition, Lhe Parent Company had
sstablished provision for all its liabilities, The subsidiary’s Anancial stabements have not been
consalidated since March 2001

41 On 3 Juby 2002, the Board of Directors of Lhe Parent Company entered into an agreement {the
“agrecment] for transferming 15 GO%. inbterest in Sun Plastics Company LLD 10 the  minorty
shareholder. Uplo the dale of appraval of these financial statements, the formal transter af shares 1o
the minority sharehalder Ras not taken place and the Board of Directors now beligve that the transfer
will be completed during the year ending 31 March 2007, Pursuant o the agreement, the Parent
Company na longer exercses contral over Sun Flastics Company LLT and aceordingly the subsidiany
nas been excludad from consolidation from March 2004

34
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IMVESTMENTS (CONTINUED)

AABCO, o subsidiary had entered inte a lechnology agreement with a related party of the minority
rnember af AARLLD for the use of the brang names of a related party af that membear, The agregment
bas not been renewead on ils expiry. However under the terms of the ariginal agresment the Company
il b alloawed 1o wse the tachnical kKnaw-how, name and trademarks and therefore 888083 cperations
will not be affected. AMABCD currently sells & substantial portion of s production 1o that minoriby

which has also expirad and has not ean

Member's related party under a business co-operation contrac

rengwed. However Che Company has taken majar steps o widen the custiomer base and enbance its

produckion capabilities.

Subsequent o the Balance sheet dote the Parent Company is in the process of negatiations and signing
various legal documents to facilitate the acquisition of an additional 40% sharehalding in AABCO, from

the minarily Member,

The financial statements of AABCO are howewer prepared on a going concern basis basad upon the
cubsidiary™s Board of Dircctors confidence that:

«  AABCO has acguired the technical know-hew, name and trademarks under the bterms of the
technalogy agresment and therafora its eperabions will nol e affacled:

o BABCO will continuae To achicwa a reasenable lewval of market share, procure naw customers anc a2t
a favourahle margins for its productks; and

«  AABCO has adeguale funds in the ferm of investments te meet lakilities as they fall due.

The Company’'s investments comprisa:

200G 2005
Duoted  LUnquoted Total Quoted  Ungquated Total
RO'000 RO'0O0 RO o0 RC000 RO O RLOOO0
Mon-current

Associabes 3,107 2,645 2,736 3,956 164 4,120
Dthers 182 aon 482 Hi Hld

Carrying values 3,2 3,445 G,738 4,030 954 4,994

Current
Held o maturby i 123 &40 197 | 22 e
Jthers 45 e d5 A8 45

Carrying valuoes 142 123 Zah 24k 122 =%

Tatal carrving values 3,431 ke 2003 4,275 1,086 5,361

Market values

Amsociabes 1,714 3,186
- Dthers 325 315

2,0

Ll
L&)
a
&
I
=

35
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

at 31 March 2006

INVESTMENTS { CONTINUED)

al

i1
4

Kl

m

The Group’s guoted investments are listed on Lhe Muscal Securilies Market and 21% of the investments
(2005 9B fall within industrial and manufacturing sector classification.,

The Parent Company and its subsidiary 8605 have sold their 22 86% (2005 12%:] stake in C&I, an
associate, ata net consideration of RO 756,493 (2005 - RO 243,821 ) recsulling in a profit of RO 296,174
(2005 - RD 92,518) on disposal of the investmenks (note 19), Accordingly, €51 has ceased to be an
aszaciate in Lhe current year,

Included in unguoted associaies is an investment made by the Parent Company during the year in FIC,
a local insurance company which has acguired the Oman branch operations of Al [ftihad Al Watani. The
carrying value of the investment at the balance sheel date amounted e B2 15304 millien (2002- nol
applicakla).

Included in ungupted associates is an investment made by the Parent Company during the year e
AMOC, a newly forrmed company, Lo establish a new ceramic Cle manufacturing facility in Oman. The
associabe is expectad o commence its operations by June 2007 and has net yeb prepared ks brst sel ol
financial statements. The carmrying value af the investment at the balance sheet date amountad 1o
RO 979,200 {2005- nol applicablel. In accordance with an agreement to provide management services
to AMOC for a fee, the Parent Campany is restricked from reducing its sharehalding in the associats
Dzl 20,

Included in guoled associates is an investment in NAFCO, the carrying value of which at the balance
shect date s RD 3107 mellion (2005 - RO 3467 million). The market value of this investment at the
halance sheet date is RO 1.7214 millien {2005 - RO 2,380 million), The share of the Parent Company in
the net assets of NAPCD as reported in the most recert audited firancial statemenls (31 Doecoember

as seeuriby for long term loans abtained from varous commercial banks [nobes 11 a) and 11 )]

The Company’s Board of Directors have reviewed MNAPCO'S foture income strcam and based an the
projected cash flows is confidenl of MAPCD achieving estimated future cash flows that suppart the
Group’s carrying value at the balance shest date. Mevertheless, based on prudence and Bearnng in mino
MNAPCO's market walue, they hawe astablished an impairment gravision of RO 150,000 (005 - RO
50,0007, in accordance with International Acecunling Standard 36, Impairment of assets {see note 1H)

Investments i subsidigries and associates having a fobal carrying valoe of RO 1 (2005 - RO 1) are
registered in the name of a related party for and on behalf of the Parent Company.

The results of asscciabtes for fimancizl reporting periods that end on 21 Decembaer are suommanised a5
[l ows:

Asseis Liabkilities Revenue
2005 2004 2005 2004 2005 2004
RO 000 RO "O00 RO ‘OO0 RO 000 RO 000  ROOO00

MAPLO 11,5861 12,109 6,202 =P 14,9596 11,326
QoMP 1,208 1,139 163 2495 1,248 1,54
FIL 7413 - 1,996 - 2,545
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
at 31 March 2006

INVESTMEMTS (COMTINUED)

ry Share of prafils in associates s as follows:

AL SO0
ROOO0 RO000

S LA {78 a3

COMP a0 #1

FIL (211

51 - L
(1<) 230

o Detalls of the invastmants in which the marxet valoe exceeds 10% af Lhe markel valus of the Company’s
overall investment portfalia in marketable investments as at the balance sheet date are as follows:
Percentage
of the owsrall Number of Market Carrying
portalio SeCuritios PO MR value

G RO BO00

1,308,637 1,714 5. 207

(o]

M P 5§

1 Included in other inwvestments is a 10% ownership of al Anwar Telephone Zervices LLC which
subsequent to the balance sheet date is under woluntary liquidation. As the Company had not
undemakan any commercial activities, the Parent Company was nol called an Lo contribute camtal.

IMVENTORIES
Z005 200
ROT000 ROOO0

Raw materials 2,573 1,65H
ywork in progress 132 57
Finished goods 177 gc
LGoadls in Cranst S ats:

Less @ Provision lor inventaries (160} { 138}

2,524 A, LS

a) Finished goods at the balapee sheel date represent 3 days sales (2005 - 4 davs).

a7
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MNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

[INVENTORIES (COMTIMNUED)

'_:.I': Mowvernent in the provision tor ifnventanes o5 as

A the baginning of the year
Frovided during the yeas

kEelazsed to the statement of income during the

e year

At the end of Che year

ACCOUMTS AMD OTHER RECEIVABLES

Accaunts recgivables
[mpairment provisicns on accounts receivable [seco

Prepayments and other receivables
Ampunts due from related parties [note 21 d}]

The follewing further note applies:

a)  The changes in the impairment provision arg as

41 the beqginning of the vear
Recognised during the year
Reversed during the year

A the end of the yea

BAME BALAMCES AMD CASH

Cash at bank:

- urrent acocounts
Deposit acocounts

Cash in hand

Thea Following furthos noles appdy:

ANNUAL REPCAT 20

at 31 March 2006

Fallaws:

nate a) belaw )

follows

21 Deposit accounts =arn interest at rates ranging between 2% to 3.5%

200
RODO0

138
50
(28)
160

2006
RC000

4,079
(123)

3,056

S
2

=

4,346

2004
RO000

128
30
(35)
123

F00E
ROD00

189

2
263

ALr ANNUT,

005

OO0

138

ALLIS
RODO0

3,303
[ 128)

3,180
140
158

3,675

0005
000

GG
B

1248

21 Deposils include RO9,942 (2005 - RO9,241) held in a foreign currency (LUinited Arab Emirates Dirhams)

Mmoan pyverseds Dans<s acoount.
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9 SHARE CAPITAL ANMD RESERVES

a) Share capital

The authorsed share capital of the Parent Company comprises 20,000, 000 (2005 - 20, 0000000 shares
of RO L {2005 - RO 1) each, The issued and fully paid up share capital consists of 5,000,000 (2005 -
5,000,000) shares of RO L {2005 - RG L) each

A the extracrdinary geacsal meating held on 10 May 2005, it was agread that the shame copital would
he increased by 2,750,000 shares by a nghts issus of 2,700,000 shares to existing shareholders and
50,000 shares Lo the emplovess ab RO LLOZ0 per share, The rights issue of 50,000 shares bo employecs
has not been subscribed and hence void. The Company's paid up capital is being increased o enahble
the Company 1o invest in new projects. The rghts issue opened on 26 March 2008 for a pericd of 3
h weeks, Subsequent to the balance sheet date the proceeds of the rights issue have been received into
a separate bank account, The share alletment and reglsiration of the increased paid up capital will be
completed by the end of May 2006.

I Details of sharsholders, who own 10% or more of the Parent Company's share capital, are a5 follows:
2006 2005
Number of (%) Mumber of (%)
shares held shares neld

Fincorp Investment Cormpany LLC (Farmerly

A Yousef Intermational Enterprises LLC) 1,503,409 30,07 1,523,409 1027
Finanoal Services Company 58006 -

Trust Accounts 1,151,000 23,02 1,407 050 25,14
Qiman Mational Investment

Corporation Holding SAQG - 750,200 15.00

2,654,409 53.09 3,670,659 Fiel

) Legal reserve
A= reguired by the Commercial Companies Laow of the Sultanate of Oman, 1974 (as amended), L0% of
the profit for the yvear of the individual companies {parent and subsidiaries) has been transferred to the
egal reserve until the amount of legal reserve aguals cne third individual companies’ paid up capika
ar distribiutian,

-

The reserva is ot available
The Balance at the end of the year represents the amounls relaling te Lhe Parent Comaany and its share
of legal resarve of the subsidianes,

c) Fair value rasarve

The Parent Company nas recognised ks share of fair value reserve in FIC, during the yeai

10 MIMORITY INTEREST

Minarily inberest comjprises shans of resulls and mel assets atlributable 1o minarity sharshalders 1n the

following suhsigiares:

2006 200z
SR L1
Rasulks Mak assels Aesulks MNel assets

WMIC 211 25 b qaH
AMBDD (82 250 67 332
SPC a3 385 23 343

1n4 1,212 /i 1,113

39
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

at 31 March 2006

Mon-current portion

Fan«Muscal SA0G term loan = |1
AansMuscat SACS term loan - 11

BankMuscal SACE term loan - 111

Bank Dhofar SAQG term loan - W
Governmenl term loan - 1
Government term loan - I
Government term loan = I
Deferred Govornment grant

11 TERM LOANS AND DEFERRED GOVERMMENT GRAMNT

Mon-current term loans and deferred government grant

Current poertion
BankMuscat SAQDG term loan - [
BankMuscal SA00G term loan - LL

BankMuscat SAQG term loan - III
BarnkMuscat 54006 term laan = I

Bank Dhofar 4006 erm loan - W
Government term loan = |
Government term loan = 11
Government tarmm lean = 111

Current term loans

Total term loans and deferred government qrant

20065
RO000

2005
R2000

255

A 117
< LKL}

4313 567

- ]

(87
1,252 1,457
255
13
400
1. 0014
133 33
= A4
511 =
40 -
1,905 107
3,157 1,564

The terms and repayment schadules of term loans and deferred governmaent grant are as lollaws!

BankMuscat S&0G term laan - 1
GankMuscat 503G term loan = |1
BankMuscat SA0G term loan - 1
BankMuscat 58006 term loan - 1
Bank Dhaofar SACG Lerm loan — W

Soverniment term loan = 11
Government term [oan - I

The following Turther nates apoly

[Mterest
rake
)

Libor + 2%
Libor + 2%

ryrir
£

7%
4 .50%

TR

3G

Tatal
RC000

255
13
00
1,014
Lag
300
278

3,226

Within one

wear

1-2 yiors

o . i -
A=7 WBREMS

RZ300 Ri0a ROD00
255 - —
13
4040 400
1,014
133 133 S0
20 50l 200
40 40 158
1,905 (R [hdhe

at  BankMuscat term loan I relates to the Parent Company and is denaminated In US Dollars. The loan is
secured by a pledge of investments held by the Parent Company and & sobsichary an NAPCO, an
associate [see note 5 KI] AL the balance sheet date, the balance of RO 255,003 is repayable by a single

instalment dide in Juns 20065,

b1 BankMuscat term loan [T relates 1o a sebsidiary and is secured by a second charge on the subsidiary's

assels,
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| NMOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
| at 31 March 2006

i1 TERM LOANS AMD DEFERRED GOVERMMENT GRANT [(COMTINUED}

)y BankMuscat term oan [ was abtained by the Farent Company daring the year and is denominated in
Rials Qmani. The loan is sccured by @ pledge of investments held by the Parent Cempany and a
subsidiary in NAPCO, an associate [s=22 note & k1], AT the halance sneet date, the loan is repayable in
two egual instalments of RO 3959950 due in May 2006 and May 2007,

1 BankMuscat termn loan 1Y was obtained oy the Parent Company during the vear and is denominated in
Rials Omani. The loan is secured by an undertaking from a party related ta a majar shareholdes and
frem cortain shareholders to subscnbe £o the rights issus of the Farant Company and by the Parent
Company’'s undertaking bo daposit the procesds of the rights issue [refer nobe 9 a) ] of RO 2005 mallion
with BankMuscat 540G, At the balance sheet date, the loan is entirely repayable by 30 June 20006,
Subsequent ta the balance sheat date the loan amaunt has baen fully repaid

e}  Bank Dhofar term loan VW relates to a subsidiary and is secured By a first commercial marlgage with
insurance cover an specific assets acquired from the term loan and a second pari-passu charge over
fiwed and current assets and insurance cover in joint names of the Bank and Company. At the balance
sheet date, the balance is repayvable in quarterly instalments of RO 33,335 aver varying perigds, which
commencad on 1 October 200% and will and substantially by 2010

f] Government term loan - [[, relates to g subsidiary and 5 repayable in 10 annual instalmeants of RO
50,000 each that cammencad In Decermber 2002, The loan s secured by joint insurance and & first
chargs an substantially all the assets of the subsidiary.

gl Gowernment Lerm loan - 111, relates 10 2 subsidiary and is repavable in 7 annual instalments of 20
19,628 commencing in April 2006, The loan is guarantesd by the Government of the Sultanate of Oman
and secured by a joint registered first mortgage on a substantial portion of the subsidiary's properly
plant and equipment and joint assignment of insurance pelicies.

h} The Government soft loans are stated ot amortised cost. The amartised cost has been determined By
Lhe managermant using the effactive interest rate method, Effective interast rate of 8% - %.5% p=
annum has been considered by management. The Govamment subsidy on the loan is recognised in the
balance sheet as a "deferred Sovernment granl’ and is amerlised over the life of the lcan e owhich Lhe
subsidy relates on a systematie basis in the same periods in which the loan s repaid. The amortisation
of the deferred Government grant for the year anded 31 December 2005 amounts to approximately
RO 32,578 {2004 - RO 38,701) and is recognisad withn finance charges

12 ACCOUNTS AND DTHER PAYARLES
20065 2005

RODO0 ROO0O0

Trade payables 2,444 Wl
Accruals 325 371
Arnounts dus to related parties [note 21 d] ] 173 1461
2,093 2. 7046
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

at 31 March 2006

12 BANK BORROWINGS

The Parent Company has overdrafl facilities of RO 50,000 from a commercial bank. Interest is charged at
commaersial ratas,

The subsidiaries have averdraft, bill discounting and loan against trust receipt facilities al 31 December 2005
in the aggregate amount of approximately 0 5.83 million {2004 - RO 3.580 million ). Interest 1s charged at
rates ranging between 2% Lo 8% (2004 - Libor + 2% to 8.50%) per annum. Caertain of these facilitics are
secured by

- a corporate guarantes of the Parent Company;

« 2 second charge on the related subsidiary's property, plant and equipment;

» @ joint assignment of insurance palicies in respect of praperty planl énd equipment;
« an assignment of certain receivables in favour of commercial banks; and

@ lien over certain deposits and properbionale guarantges of the Mambers,

14 MNET ASSETS PER SHARE

Mel assels oer share is caloulabed by dividing the net assets attributable o the shareholders of the Parenl
Company by the number of shares outstanding at the year end as followis:

A LG 2015

Met assebs attribukable Lo the sharehalders of the
Parent Company (ROGOOY 6,590 G878

Mumber of shares outstanding at 31 March (000) 5,000 M
Met assets par share (RO ____1.':]..-'3 1.37%

15 BASIC EARMINGS PER SHARE

Basic earnings per share is calculated by dividing the net profit for the year attributable to the shareholders
of the Parent Company by the weighted average number of shares outstanding dunng the year, as follows:

200 2005

et profit for the year (RO0O00) 354 a5
Weighted average number of shares gulstanding 000] 5,000 50010
Basic carnings per share [RO) 0,079 0.135

16 PROPOSED DIVIDEND

al  Adividend of RO 0.05 per share (2005 - RO 0.075 per share} amounting to a total of RO 385,000 (L0053
- RO 375,000% is proposad by the Board of Directors [see note b} below]. The dividend 15 su bject te the
Anral General Mecting®s aaoraval,

by Dividend per share is determined by dividing the dividend proposed for the year of RO S8S, 000 (2005
RO 375,000) by the number of ardinary shares likely to be listed at the date of the AGM of 7,700,000
(2005 - 5,000,000] including right issue shares
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OTHER IMNCOME
2008 20405
ROD00 RO00
Fxcess provision an corparate guaranteas released = 238
Miscellaneous 158 g0
158 32a
OTHER EXPEMSES
2006 2005
A0 000 i 000
Impairment pravision in investment in an assaciate 150 250
Amartisation of technical know-how fees in a subsidiary Company 30 22
180 272
PROFLT ON DISPOSAL OF INVESTMENTS
2006 2005
RO000 SO°D00
Profit on disposal of investments in assaciates [note 5 h)] 296 277
Profit on disposal of other gquated investments 7
256 354
TAXATIOMN
200E 20005
ROOO0 RCM000
[ncome slabement:
Current year's tax [noke 20 £]] 34 2]
Priar years' tax o 23
Cheferred tax 11 22
G5 65
Current Lakilimy
Current tax 70 47
Mion current liability
Deferred tax liality [nat) 27
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
at 31 March 2006
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MOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

at 31 March 2006

20 TAXATION (COMTINUED)

21

The following further noles apply;

a}  The Group, except for AABCD and 5PC {subsidiaries), is subject to income fax at the rate of 12% of
Laxable profils in excess of RO 30,000 in accordance with the incame tax linws of the Sultanate of Oman
AAGLL) was exempl from income bax for a period of five years up 1o 21 January 2005, The management
intends to apply for an extension of 1ax exemplion as an industrial project with the Secretarial General
foer Taxation (506GT). SPC was exempt from tax until the year 2003 and has applied for an extensiaon of
tax exemption a5 an indusirial project with the SGT. The management and Mambers of bath Lhe abowve
companies are cantident of the exemption being granted,

B} Temporary differences arising in beo subsidiaries in respect of depreciaticon, provision lor doubLiul debts,
slow moving inventories and acoumulated losses bave given rise bo a net deferred tax liabiliby of
approximately RO 27,000 (2005 - RO 17,000).

¢} Frovision for taxation has not been made in respect of the Parent Company as the Company has braught
forward losses from previous years. The Parent Company's Board of Directors have not recognised a
deferred tax asset arizing from carry forward faxation losses and amounting to RO 111,653 (2005
RO 282,513) until they are conlident that taxable profits will be achieved by the Parent Company.

d]l The Parent Company's assessments for the tax years 2000 to 2002 have been finalised By the SGT
during the year, with no additicnal demand for t2x,

) The Pargnt Company's assessments for Lhe Lax vears 2003 o 2005 and of subsidiaries for the years
rarnging fram 1998 to 2004 have not vet baen finalised, The Goard of Directaors belisve that ad<ditiaona
taxes, if any, on the finalisation of assessment for the above tax vears would rob be material to the
Group’s financial pasition at the balance sheat dake,

N The reconciliation of taxation on the accounting profit with the Laxalion charge for the vear is as follows:

200G 2005
RO000 RO

Tax charge on accounting profit at applicable rates il 29

Aclel: Tax eflfact af
Changa in tax rate & 14
Expanses nat deduetible = 22
Incomes exempt (15)

laxation charge G5 (E5)

RELATED PARTY TRAMSACTIONS

The Group has entered inte transactions with entitics in which certain members of the Board of Directors
have an nborest and are able to exercise significant influence, In the ardinary course of business, such
related parties provide gaads, services and funding la the Sroup. The Group alsa provides management
services and funding to the related parties. These transactions are entared inbe on Lerms and conditions,

approved by the Board of Directors.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

at 31 March 2006

21 RELATED PARTY TRANSACTIONS [CONTINUED)
ay  Luring the yvear, relabed parly Lransactions were as follows:
20065 A005
RO D00 FC0o0
Transactions in Parent Company

Other income -
Cirectors’ remuneration and mesting attendance fees 24 21
Purchase of goods and sesvices from an Assaciate i 3

2005 2005
R0 R 000
Transactions In subsidiary companies:
AA8C00

Sabes 175 372
Cost of salas g2 a3
Technical knowe-howr feos 14 15

5RC

Sales 1 |
Furchases 157 156
Other expenses a9 i
VYrMIC

Lales i

Purchases = 35
Other axpenses 53

) The compensation paid to key management personnel far the year comprises:

2006 2005
RO OO RC000

Short Lerm employmeant baneafits 181 166G
End of service hanafits 15 15
Directors’ remunaralion and meeling allendance feas

[see note ) halow] 31 1

i Directors” remuneration has not bean paid by the Parent Company during the yvear {2005 - RO 34,0003,
The meeting attendance feas of RO 5,720 (2005 - RO L7, 4000 paid by the Parenl Company is subject
ta the approval of the shareholders at the Annual Genaral Meeting.

dy The amaounts due to and due from related partizs are on normal terms of credit, consideration is 1o be

settled in cash, and the amaounts are unsecured

45




46

R
{,::-.f’ [ 091 | e

[

L ARWALL FRCHLEM YOS S,

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

at 21 March 2006

22 EMPLOYEE RELATED EXPEMSES

a]

k)

Total employes related expenses included in operating expenses comprise;

Salaries and wages
Dbher benefits
Contributions [o defined contribution retirement plans far

2006
RODOC

B13
288

Drmani employess 21
Cast af end af sarvice benefits for expalrdale emplavees 27
1,149
Mowament in expatriate's end of service banefits liabibty recagnised in the balance sheet are a
2005

&b the beginmng of the year
Cxpensas recognised in the incomes statement
End of service benefits paid

&b the end of the year

23 COMTIMGEMT LIABILITIES

Cuaraniess:

Subsidiaries
Assooiates
Cthers

Lesters of credit by subsidiary companies
Gzuarantess given by subsidiary companies

The fallowing further note applias:

RO000

20
RO D

2667
3
7

2,677
326
117

3,120

200%
0000

732
178
Lo
AL

G5

5 fallows:

2005
R0
Th
A6

(13

&9

A5

RO 000

bt |

g =i
— P B
T =

] {

1

—
=]
(=]

A oguarantee given by Lhe Parent Company to secure a term loan provided by Oman Develepment Bank
SADG {ODE) te Majan Glass Company 580G (a company Lhal had been an asscciate) had heen sattled
during the previous vear by a full and final settiement amount of RO 257,142; an amount which was

prpensed i previous vears, On the basis of a legal ooirion obtained during Lhe previous year, the Board
of Directors are in the process of initiating legal action in recovering this amount from Majan Glass

Coarmapany 5600,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
at 21 March 2006

24 COMMITMENTS
a} At 31 December 2005
- Zubsidiaries and associates have capital commibments of approximately RO 145,718 (31 December

2004 - RO 54 1707,

- Unutilised letters of credil relating Lo the subsidiaries” and associates’ financing operations amounted
o RO 4,009,619 (31 December 20404 - RO 1 4/6 85049)

by At 31 December 2005

= [Operating lease commitments of the subsidiaries and associates weare as lallows;

2005 2005
KL R

L=ss than one vear 25,352 SE.729
Belbwaen ang 1o live years 226,408 2B3. 887
More than & years 377,415 G213

629,179 F00,829

£l As at the balance sheet date, the Parent Company has the lollewing commibments:

RO 212,500 towards its share of the capital commitment in Sun Packaging Cormpany LLZ, a
subsidiary (by way of increased share capitalh;

RO 139,000 Lowards parlicipation in Al Ritaj Investment Co, Kuwait as founder shares, which
represents less than 1% of the share capital of the invasies company.,

25 FINAMCIAL IMSTRUMENTS

Financlal assets of the Group Include invastments, accounts and olher receivebles, bank balances and cash,
Financial liabilities include accounts and other payables, employees” eno of service banefits, term loans and
bank borrowings.

Credit risk

The Growp has a credit policoy in place and exposure 0o eredit fisk is mamikared on an el taalinte basis. Credit
evaluations are generally performad on all customers requiring credit over @ certain amount, The Grouvp does
nat require collateral in respact aof financial assets,

Interest rate rislk

The Group manages its expasure to interest rate risk by ensuring that the borrowings are on a contracted
fimed rate basis, excepl for a term loan from a coammercial bank obtained by the Farent Company and a
subsidiary, The Group is expased ta interest rate risk duoe to fluctuations in the market interest rate of this
oan.

Market risk

Sy the nature of its activities, the Group is exposed to fluctustions in market prices for some of its
investmants. The Campany manages this nsk by devarsibicalion of the rvestments into different companiss
and by having a portion of it%s portfalio as unlisted securities,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
at 31 March 2006

25 FIMAMNCIAL INSTRUMENTS

Fareign currency risk

A Subsidiary of the parent company enters into transactions in US Dollars, Euros ano ather GEC currencias,
Foreign currency risk is minimised as most of the foreign currency Lransactions are either in US Daollars,
which are effectively ab fixed Rial Omani rates, or in ourrendics using 15 Dallars exchange rates which are
Fixed or effectivaby fixed. The Group enters into forward exchange contracks to hedge its foreign currency
ransackions.

Fair value
'he Board of Directors believe that the Fair values of all financial assets and liabilities approximata thair

carrying values.

26 SEGMENTAL INFORMATION

Frimary reporting format - business segments
The Group is organised in the Sultanate of Oman inte two main business seQments:-

at  Industrial segment, which is engaged in producing and distributing different industrial products such a5

&

transfarmers, precision tools and parls and printed packaging materials and

by Investment segrment, which is engaged in investment in projecks and Char management.

There are sales and other transactions bebween the business segmenls. Segment assets consisl
primarily of property, plant and eguipment, inventaries, receivables, oparating cash, and inveslments.
Seqgment liabilities comprise operating liabilities. Commen costs are allocated betwaan the segments on
ralevant bases such as time devoted, urnover and space accupiced,

Financial information in respect of the segments is presented in the table on pages <5 ancl 49,

Secondary reporting format - Geographical Segments

The Parent Company and the subsidiaries aperate primarily from the Sultanate ot Oman ana thare are
no distinguishable gesgraphical operating segments, Howewver the geographica oprofile of sales revenue
and trade accaunts receivable {not of provisions) based on location of customers is shown below:

20065 005

Cperating ACCaUnks Diperaling Accounts
incame receivable incame  receivable
RO 000 RO°000 20000 RCO0N0

Sultanate of Gman 5,949 1,584 S50 £,3494
Othier GO Countries 1,725 837 1,257 257
nrhers 4253 1.535 1,474 225

11,928 3,956 &, 187 3,180

27 COMPARATIVE FIGURES

Cormparative amounts have been adjusted or reclassified to conform with the presentation adopted in the

CUIrent year.
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: at 31 March 2006

Schedule I = Segmental information

Indusirial segment Inwestrment segrment Group

20006 2005 2006 2005 206 005G

=0'000 RG00 RCO00 RC000 RO TR 000

Dperating income 11,928 8,187 11,928 N By
Dividend Income = 133 128 133 128
Cher income 103 ik 55 2613 158 328
Total revenue 12,031 B 52 188 351 12,219 8,643
Operating expenses (1L, 162) {7,775} (1307 (133} (11,2923 [¥,2048)
Gross operating income Boo 477 58 258 Q27 735
Orher expanses {300 (22] (1507 [250] {1807 (2721
Profit from operations 239 155 (92% b} 747 463
Financing costs A0S (213) (7a) [13) (381} (235
1 Share of profits of assodiatas {19) 21 —- F0 (19} 230
Profit on sale of an assaciata 5] — 293 354 295 3Eq
Profit befare income tax 18 263 125 558 G443 821
Income tax (B5) [B2) —_ [G3] {65}
Profit after income tax ___ 453 148 125 550 578 756
Total assels ohrd 7,605 8,716 T.136 17,590 14,821
Tatal lakilities 7,395 6,475 2,093 sz 9,488 G 32
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LIST OF SHAREHOLDERS HOLDING 50,000 SHARES OR MORE

AMETAR HOLDINGS 5ACKS

ANMUAL AEFOAT 2005-06

as on 31st March 2006

| [

Mo, Name MNo. of Shares %o Holding

1 | Fincorp Investment Campany LLC
(Farmerly Al Yousef International Enterprizes LLC) 1,503 4409 30.065%
2 | Financial Services Co. SACHS (Trust) Gulf 1,151,000 23.020%
3| Ahmed Ali Ehalfan Al Dhaheri 250,000 SO
4 | Al Khungi Investment LLC 250,000 SR IR
% | Abu Dhahi Matiocnal Foods Company 20,000 5.000%,
G | Mational Investment and [nsurance Center LLC 227,300 4. 5455%
7| Bin Omeir Investment LLC 100,000 2. 0005,

|
2 | Oman Construction Material Comparny LLC 63,200 1. A5,
G | Mohamed & Ahmed Al Khunji Comparny 50,000 L. OO0
|

10 | Said Mohamed Khatroush Al Kamani S0, DO 1. 00
11 | ali Hafeedh Al Dhahab 50,000 L.O00%:
12 | Mohamed Hafesdh al Rhahab CLANE N 1 OO0
13 | Ali Said Khalfan Al Qamz 20,000 L0008
14 | Al Madica Financal ard Investmert Services L0, 000 1.000%
Total 4,094,909 B1, 808,






