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AL KAMIL POWER COMPANY SAOG

Unaudited Income Statement

for the half year ended 30 June 2008

Operating revenue
Operating costs

Gross profit
Other Income

Administrative  and general
expenses

Profit from operations
Finance costs

Profit before tax
Deferred taxation

Net profit for the period

Basic earnings per share

Note

5& 21

7821

18

17

22

Page 2

H1-2008 H1-2008 H1-2007  H1-2007
RO000 US$'000 RO000  US $000
7,603 19,768 7,711 20,049
(5,344)  (13,894) (5,454)  (14,182)
2,259 5,874 2,257 5,867
23 60 52 135
(170) (443) (148) (383)
2,112 5,491 2,161 5,619

(1,081) (2,810) (1,176) (3,059)
1,031 2,681 985 2,560
(124) (322) (118) (306)
907 2,359 867 2,254
0.094 0.25 0.090 0.23

The notes on pages 6 to 21 form part of these financial statements.
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AL KAMIL POWER COMPANY SAOG

Unaudited Balance Sheet
as at 30 June 2008

H1- 2008 H1- 2008 H1-2007 H1-2007

Note RO’000 uUs $’000 RO'000 us $'000
Assets
Intangible Assets 8 576 1,498
Property, plant and equipment 9 39,494 102,684 41,657 108,308
Long term advance 12 171 444
Total non-current assets 40,241 104,626 41,6597 108,308
Inventories 10 4,141 10,767 4,092 10,638
Tariff receivables 11 1,672 4,348 1,636 4,254
Other receivables and prepayments 12 399 1,038 182 473
Cash at bank 13 2,757 7,167 2,886 7,504
Total current assets 8,969 23,320 8,796 22,869
Total assets 49,210 127,946 50,453 131,177
Equity
Share capital 14 9,625 25,025 9,625 25,025
Legal reserve 15 1,150 2,990 956 2,486
Retained earnings 3,612 9,391 3,787 9,846
Shareholders’ fund 14,387 37,406 14,368 37,357
Hedging deficit 16 (1,746) (4,539) (772) (2,008)
Total Equity 12,641 32,867 13,596 35,351
Liabilities
Hedging deficit 16 1,746 4,539 772 2,006
Deferred tax liability 17 1,553 4,038 1,287 3,346
Long-term loans 18 27,046 70,320 29,225 75,985
Total non-current liabilities 30,345 78,897 31,284 81,337
Current maturities of long-term & 18 2,486 6,464 2,372 6,167
Subordinated loans
Payables and accruals 19 3,331 8,661 2,810 7,305
Amounts due to related parties 20 407 1,057 391 1,017
Total current liabilities 3 6,224 16,182 5573 14,489
Total liabilities 36,569 95,079 36,857 95,826
Total equity and liabilities 49,210 127,946 50,453 131,177
Net assets per share 23 1.495 3.89 1.493 3.88

he notes)on pages 6 to 21 form part of these financial statements.

ancial statements were approved and authorised for issue by the Board of Directors on
2008 and were signed on its behalf by:

Qhairman LL"U\'P&( h\ Ig:ecto,r
— ,

—




'SjuaWa)e)s [eloueulj esay) jo Med wioj |z 01 g sebed uo sejou 8y

LGe'6E 96S'EL Tl 80¢c'pL /8¢ 9g6 G29'6 L0-unp-0g
G8S5°L 609 609 z - jusunsnipe snjea ie4
{sps) (012) {oie) 5 - asusdxe Jsa.sju)
(c00'e) (s51°1) 2 (sg1')) (gs4'}) - pied pusplAig
- - - (28) /8 - eAlssal |eBa| o} ajsuel|
¥sz'e 198 L96 /98 = pousd sy} Joj Joud BN
090°'GE S8Y'El (LZL'L) 959'v1 ZoL'y 698 G29'6 L0-uer-10
L98'Z¢ o'zl (ov/'L) LBE'YL fAKS 0SL'L SZ9'6 80-unp-pg
Lee’l €15 ELS = . = = juswgsnlpe anjea lie4
(g9eL) (szg) (ses) = ® - - asuadxa jseis)u|
(eo0'e) (ssi'L) e (s51°1) (gsL'L) 7 7 pied puspiAlg
« . . - (1L8) L6 - anlesal |ebs| 0} Jajsuel}
65€°2 L06 - L06 106 * - pouad ayj Joj jjoid JaN
£vsee 106'Z1 (FeL’L) GES'YL 1G6'E 850'L 529'6 80-uUepr-10
000.$sSN 000.0H 000.0H 00C.0H D00.0H 000,04 000.0H

qinbs Knbs JI51}ep puig sbujures 8Alosal [ejideo eleus

ejol |eyol BuIBpaH .Siepjoyaieys pauieisy [epa

800Z 8uNf g pepus Iesf jey ey o}
Ainba uj sabuey2 Jo juswajels pajipneun

. D0VS ANVJINOD ¥3IMOd TIINYA TV
v abed



AL KAMIL POWER COMPANY SAOG

Unaudited Cash Flow Statement
for the half year ended 30 June 2008

Page 5

H1-2008 H1-2008 H1-2007 H1-2007

RO'000 US $000 RO'000 US’'000
Cash flows from operating activities
Cash receipt from OPWP and others 6,953 18,078 7,087 18,426
Cash paid to suppliers and employees (3,853) (10,019) (3,809) (9,904)
Cash generated from operations 3,100 8,059 3,278 8,522
Interest paid (1,030) (2,678) (985) (2,560)
Net cash from operating activities 2,070 5,381 2,293 5,962
Cash flows from investing activities
Acquisition of property, plant and equipment (233) (606) (499) (1,297)
Proceeds from the disposal of fixed assets 2 5 - -
Net cash used in investing activities (231) (601) (499) (1,297)
Cash flows from financing activities
Repayment of loan (1,110) (2,886) (996) (2,590)
Dividend payment = s (1,155)  (3,003)
Net cash used in financing activities (1,110) (2,886) (2,151) (5,593)
Net increase in cash and cash equivalents

729 1,894 (357) (928)

Cash and cash equivalents at the beginning of the
year 2,028 5,273 3,243 8,432
Cash and cash equivalents at 30 June 2,757 7,167 2,886 7,504

Cash and cash equivalents at the end of the year represent bank balances of the Company.

The notes on pages 6 to 21 form part of these financial statements.
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AL KAMIL POWER COMPANY SAOG

Notes

(forming part of the financial statements)

1

(@)

Legal status and principal activities

Al Kamil Power Company SAOG (the "Company”) was registered, and incorporated on 15
July 2000, as a closed joint stock company in the Sultanate of Oman. The Company was
set up to build and operate a 285 MW electricity generating station at Al Kamil in the
Shargiya Region. The Company was converted to a general joint stock company on 22
September 2004.

Significant agreements

The Company has entered into the following significant agreements:

(i) Power Purchase Agreement (“PPA”") with the Ministry of Housing, Electricity and
Water (“MHEW"), Sultanate of Oman, granting the Company a long-term power
supply agreement for a period of fifteen years commencing from the scheduled
commercial operation date (COD). Under the terms of PPA, the company has
the right and obligation to generate electricity. The Company was granted a
Generation Licence by the Authority for Electricity Regulation ("AER"), a state
regulatory body established under the Sector Law.

On 1 May 2005 the PPA was novated to Oman Power and Water Procurement
Co SAOC (OPWP), a closed joint stock company owned by the Government of
Oman (“Government”). All the financial commitments of OPWP are guaranteed
by the Government of Oman. Provisions for novation and Government Guarantee
were embodied in the PPA. The provisions for novation were enacted pursuant to
the promulgation of the Sector Law in August 2004,

(ii) Natural Gas Sales Agreement (“NGSA”) with the Ministry of Oil and Gas (*MOG")
for the purchase of natural gas from MOG for the period of fifteen years at a pre-
determined price;

(iii) Usufruct agreement with the Government for grant of Usufruct rights over the
project site for 25 years;

(iv) Operation & Maintenance Agreement (‘OAMA") with Al Kamil Construction &
Services LLC (“AKCS"), a company incorporated in the Sultanate of Oman, and a
related party, for operations and maintenance of the power plant. The Agreement
is valid for a period of 15 years from the scheduled commercial operation date;

(v) Generation Licence granted by the Authority for Electricity Regulation, a
governmental regulatory body established under the Sector Law.

(vi) Agreement with Société Générale and Bank Muscat SAOG for long-term loan
facilities;

(vii) Agreement with National Bank of Oman for Stand-by Letter of Credit to fund the
debt service reserve requirements of the long-term loan facilities.

Significant accounting policies

Statement of compliance

The financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS") as promulgated by the International Accounting Standards

Board, the minimum disclosure requirements of the Capital Market Authority and the
requirements of the Commercial Companies Law of 1974, as amended.
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AL KAMIL POWER COMPANY SAOG

Notes

(forming part of the financial statements)

3

(b)

(c)

(d)

Significant accounting policies (continued)
Basis of preparation

These financial statements are prepared on the historical cost basis except for derivative
financial instruments, which are stated at fair value. The accounting policies have been
consistently applied by the Company and are consistent with those used in the previous
year.

The financial statements are presented in Rials Omani (“RO”) and United States Dollars
(“US$"), rounded off to the nearest thousand.

The presentation of financial statements, in conformity with IFRSs, requires management
to make judgements, estimates and assumptions that affect the application of policies
and reported amounts of assets and liabilities, income and expenditures. The estimates
and associated assumptions are based on historical experiences and various other
factors that are believed to be reasonable under the circumstances, the results of which
form the basis of making the judgements about carrying values of assets and liabilities
that are not readily apparent from other sources. Actual results may differ from those
estimates.

The estimates and underlying assumptions are reviewed on an on going basis. Revisions
to accounting estimates are recognized in the period in which the estimates are revised if
the revision affects only that period, or in the period of the revision and future periods if
the revision affects both current and future periods.

Adoption status of new and forthcoming IFRS and interpretations

The Company has adopted IFRS 7 Financial Instruments: Disclosures which is effective
for annual reporting periods beginning on or after 1 January 2007, and the consequential
amendments to |1AS 1: Presentation of Financial Statements.

The impact of the adoption of IFRS 7 and the changes to IAS 1 has been to expand the
disclosures provided in these financial statements regarding the Company's financial
instruments and management of capital.

The Management has reviewed the following new interpretations:

- IFRIC 11 IFRS 2: Group and Treasury Share Transactions (effective 1 March 2007);

- IFRIC 12 Service Concession Arrangements (effective 1 January 2008); and

- IFRIC 14 IAS 19 — The Limit on a Defined Benefit Asset, Minimum Funding
Requirements and their Interaction (effective 1 January 2008).

These interpretations have been adopted in the Company's financial statements for the
year commencing 1 January 2008 and the adoption of those Interpretations has had no
material impact on the financial statements of the Company in the year 2008.

Revenue

Operating revenue comprises tariffs for fixed capacity and energy charges. Tariffs are
calculated in accordance with the Power Purchase Agreement (PPA). The revenue is
recognised on the basis of operating lease. No revenue is recognised if there are
significant uncertainties regarding recovery of the consideration due and associated
costs.

Interest income is recognised in the income statement using effective interest rate
method.
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AL KAMIL POWER COMPANY SAOG

Notes

(forming part of the financial statements)

3

(e)

(f)

(9)

(h)

()

Significant accounting policies (continued)
Operating lease payments

Payments made under operating leases are recognised on a straight-line basis over the
term of the lease.

Employee benefits

Contributions to defined contribution retirement plan for Omani employees, in accordance
with Oman Social Insurance Scheme, are recognised as an expense in the income
statement as incurred.

The Company's obligation in respect of non-Omani terminal benefits, which is an
unfunded defined benefit retirement plan, is the amount of future benefits that such
employees have earned in return for their services in the current and prior periods. The
obligation is calculated using the projected unit credit method and is discounted to its
present value.

Finance cost

Finance costs comprise interest payable on borrowings on Escrow account. Finance
costs are recognized as an expense in the period in which they are incurred

Foreign currencies

Transactions in foreign currencies are translated to Rials Omani at the foreign exchange
rate ruling at the date of the transaction. Monetary assets and liabilities denominated in
foreign currencies at the balance sheet date are translated to Rials Omani at the foreign
exchange rate ruling at that date. Non-monetary assets and liabilities denominated ‘in
foreign currencies that are stated at historical cost, are translated to Rials Omani at the
foreign exchange rate ruling at the date of the transaction. All the foreign exchange
differences are recognised in the income statement.

Derivative financial instruments and hedging

The Company uses derivative financial instruments to hedge its exposure to certain
portion of its interest rate risks arising from financing activities. In accordance with its
treasury policy, the Company does not hold or issue derivative financial instruments for
trading purposes. However, derivatives that do not qualify for hedge accounting are
accounted for as trading instruments.

Derivative financial instruments are recognised initially at cost. Subsequent to initial
recognition, derivative financial instruments are stated at their fair value. Recognition of
any resultant gain or loss depends on the nature of the item being hedged.

Where a derivative financial instrument is designated as a hedge of the variability in cash
flows of a recognised liability, the effective part of any gain or loss on the derivative
financial instrument is recognised directly in equity. The ineffective part of any gain or
loss is recognised in the income statement immediately.
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AL KAMIL POWER COMPANY SAOG

Notes

(forming part of the financial statements)

3

1)

(k)

Significant accounting policies (continued)
Intangible assets
The Company considers an intangible asset as an identifiable non-monetary asset without
physical substance. The three critical attributes of an intangible asset are:
(a) identifiably
(b) control (power to obtain benefits from the asset)

(c) future economic benefits (such as revenues or reduced future costs)

An intangible asset is identifiable when it:

(a) is separable (capable of being separated and sold, transferred, licensed, rented, or
exchanged, either individually or as part of a package) or

(b) arises from contractual or other legal rights, regardless of whether those rights are
transferable or separable from the entity or from other rights and obligations.

Amortisation is the systematic allocation of the depreciable amount of an intangible
asset over its useful life. Carrying amount is the amount at which an asset is recognised
in the balance sheet after deducting any accumulated amortisation and accumulated
impairment losses thereon.

Property, plant and equipment

Items of property, plant and equipment are stated at cost less accumulated depreciation
and impairment losses [refer to accounting policy (n)].

Subsequent expenditure

Expenditure incurred to replace a component of an item of property, plant and equipment
that is accounted for separately, including major inspection and overhaul expenditure is
capitalised. Other subsequent expenditure is capitalised only when it increases the future
economic benefits embodied in the item of property, plant and equipment. All other
expenditure is recognised in the income statement as an expense as incurred.

Depreciation
Depreciation is charged on a straight-line basis over the estimated useful lives of items of

property, plant and equipment and major components that are accounted for separately
as follows:

Years
Plant and machinery 6-30
Buildings and civil works 40
Other assets
- Furniture, fixtures and office equipment 4
- Motor vehicles and computer equipment 3

Depreciation is charged from the month of addition to property, plant and equipment while
no depreciation is charged in the month of sale. Depreciation method, useful lives as well
as residual values are re-assessed annually.
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AL KAMIL POWER COMPANY SAOG

Notes

(forming part of the financial statements)

U

(m)

(n)

(o)

(p)

Significant accounting policies (continued)
Inventories

Fuel and maintenance spares stock is stated at the lower of cost and net realisable value.
Cost is determined on the weighted average principle and includes all costs incurred in
acquiring the inventories and bringing them to their existing location and condition. Net
realisable value is the estimated selling price in the ordinary course of business, less the
estimated costs of completion and selling expenses.

Receivables
Receivables are stated at their amortised cost less provision for impairment losses, if any.
Cash and cash equivalents

Cash and cash equivalents comprise cash and bank balances. Bank overdrafts that are
repayable on demand and form an integral part of the Company’s cash management are
included as a component of cash and cash equivalent for the purposes of statement of
cash flows.

Impairment

The carrying amounts of the Company's assets, other than inventories and deferred tax
assets are reviewed at each balance sheet date to determine whether there is any
indication of impairment. If any such indication exists, the asset's recoverable amount is
estimated. Recoverable amount is the higher of an asset’s fair value less costs to sell and
its value in use. An impairment loss is recognised in the income statement whenever the
carrying amount of an asset exceeds its recoverable amount.

In assessing value in use, the estimated cash flows are discounted to their present value
using a pre-tax discount rate that reflects the current market assessments of the time
value of money and the risks specific to the asset. For an asset that does not generate
largely independent cash inflows, the recoverable amount is determined for the cash-
generating unit to which the asset belongs.

An impairment loss in respect of a receivable is reversed if the subsequent increase in the
recoverable amount can be related objectively to an event occurring after the impairment
loss was recognised. In respect of other assets, an impairment loss is reversed if there
has been a change in the estimates used to determine the recoverable amount. An
impairment loss is reversed only to the extent that the assets' carrying amount does not
exceed the carrying amount that would have been determined net of depreciation or
amortisation, if no impairment loss has been recognised.

Interest bearing borrowings

Interest bearing borrowings are recognised initially at cost, less attributable costs such as
loan arrangement fee and interest during the construction period. Subsequent to initial
recognition, interest bearing borrowings are stated at amortised cost with any difference
between cost and redemption value being recognised in the income statement over the
period of borrowings on an effective interest rate basis.
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AL KAMIL POWER COMPANY SAOG

Notes
(forming part of the financial statements)

3 Significant accounting policies (continued)
(q) Payables and accruals

Other payables and accruals are stated at their amortised cost.
(r) Provisions

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

(s) Income tax

Income tax on the results for the year comprises deferred tax. Income tax is recognised
in the income statement except to the extent that it relates to items recognised directly in
equity, in which case it is recognised in equity.

Deferred tax is provided using the balance sheet liability method on all temporary
differences between the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for taxation purposes. Deferred tax is calculated on the
basis of the tax rates that are expected to apply to the period when the asset is realised or
the liability is settled. A deferred tax asset is recognised only to the extent that it is
probable that future taxable profits will be available against which the unused tax losses
and credits can be utilised. Deferred tax assets are reduced to the extent that it is no
longer probable that the related tax benefit will be realised.

4 Operating revenue
H1- 2008 H1- 2008 H1-2007 H1-2007
RO'000 uUs $°000 RO'000 us $'000
Capacity charges 3,546 9,220 3,459 8,994
Energy charges 4,057 10,548 4,252 11,055
Total operating revenue 7,603 19,768 ey 20,049

5 Operating costs

Fuel cost 3,620 9,412 3,781 9,831
Operation and maintenance charges 812 2111 760 1,977
Depreciation 879 2,285 913 2,374
Amortisation of Intangible Assets 33 86 - -

Total 5,344 13,894 5,454 14,182
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AL KAMIL POWER COMPANY SAOG

Notes

(forming part of the financial statements)

6

Other income

H1- 2008 H1- 2008 H1-2007 H1-2007
RO’000 US $'000 RO'000 US $'000
Interest receivable and similar
income 22 57 52 135
Profit and loss on sale of fixed
assetls 1 3 - -
23 60 52 135
Administrative and general expenses
Employee costs 92 239 56 145
Depreciation 6 16 11 29
Legal and professional fees 17 44 22 56
Travelling 7 18 5 13
Social development costs - - 13 34
Utilities charges 6 16 11 28
Rent, rates and taxes 5 13 3 8
Directors / Shareholders meeting 11 29 9 23
expenses
Share Registration fees 10 26 10 26
Miscellaneous expenses 16 42 8 21
Total 170 443 148 383

Employee related expenses comprise the following:

Wages and salaries 84 218 51 133
Other benefits 1 3 2 4
Increase (reversal) in liability for 7 18 3 8
unfunded defined benefit retirement
plan

Total 92 239 56 145

The number of employees as at 30 June 2008 was 5 (30 June 2007: 4). The remuneration
of key management personnel for was RO 77,950 (30 June 2007: RO 45,300).

Intangible asset

Pursuant to the Natural Gas Sales Agreement (NGSA) with the Ministry of Oil and Gas
(MOG), the Company transferred “Natural Gas Reception System” comprising multiple
streams with redundancy each providing pressure reduction and control filtering,
condensate extraction, heating, metering and on-line gas calorific value analysis to MOG.
Although the ownership of this asset was transferred to MOG, AKPC retains the beneficial
economic use of the asset until the expiry of the NGSA, i.e., 30 April 2017.

In terms of the Company’s stated policy on intangible assets and amortisation, the book
value of the Natural Gas Reception System of RO 620,000 has been classified as intangible
asset which will be amortised until the expiry of NGSA. Accordingly, the annual amortisation
charge will be RO 65,244. However, for the six months ended June 2008 an amortisation
cost of RO 32,622 was accounted.



AL KAMIL POWER COMPANY SAOG

Notes
(forming part of the financial statements)

Page 13

9 Property, plant and equipment
Plant and Other Building and Total Total
machinery assets civil works
RO’000 RO ‘000 RO’000 RO’000 Us$’000

Cost
At 1 January 2008 47,317 362 916 48,595 126,347
Acquisitions 230 1 2 233 605
Disposals - (7) - (7) (18)
Transfer
30-Jun-08 47,547 356 918 48,821 126,934
Depreciation
At 1 January 2008 (8,007) (345) (95) (8,447) (21,963)
Charge for the period (868) (6) (11) (885) (2,301)
Disposals - 5 - 5 14
Transfer
30-Jun-08 (8,875) (3486) (1086) (9,327) (24,250)
Carrying armount
At 30 June 2008 38,672 10 812 39,494 102,684
At 30 June 2007 40,802 21 834 41,657 108,308

Land, on which the power station building and auxiliaries are constructed, has been
leased from the Government of the Sultanate of Oman for a period of 25 years. Lease

rent is paid at the rate of RO 1,000 per annum.

10 Inventories
H1- 2008 H1- 2008 H1-2007 H1-2007
RO’000 uUs $’000 RO'000 uUs $'000
Liquid fuel 897 2,332 884 2,297
Maintenance spares 3,244 8,434 3,208 8,341
Total 4,141 10,766 4,092 10,638

In accordance with the terms of the various project agreements, the company is required
to maintain a base stock of liquid fuel. Such liquid fuel stock is to be held to cover the
contingency of interruption in the supply of gas fuel. The requirement is to hold minimum
of five days’ consumption in order to operate the turbines at full capacity.

11 Tariff receivable

Tariff receivable represents the amounts due from Oman Power & Water Procurement
Company (OPWP) in respect of capacity and energy charges.

12 Other receivables and prepayments
Advances 516 1,342 128 333
Long term advances (171) (444) - -
345 898 128 333
Prepayments 50 130 51 132
Other receivables 4 10 3 8
Total 399 1,038 182 473
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AL KAMIL POWER COMPANY SAOG

Notes

(forming part of the financial statements)

13

14

15

16

Cash at bank
H1- 2008 H1- 2008 H1-2007 H1-2007

RO’000 Us $'000 RO'000 us $'000

Deposit accounts 2,757 7,167 2,886 7,504

Total 2,757 7,167 2,886 7,504

During the half year ended June 2008 the deposit accounts earned interest at rates
ranging between 0.75% to 4.55% per annum, (2007: 1% and 5.2% per annum).

Share capital

Authorised share capital of 25,000,000
(2007: 25,000,000) shares of RO 1 each 25,000 65,000 25,000 65,000

Issued and fully paid-up share capital of
9,625,000 (2007: 9,625,000) shares of
RO 1 each 9,625 25,025 9,625 25,025

The Company's shareholders at June 2008 were as follows:

H1-2008 H1-2007
Number Number
of shares % of shares %

National Power Al Kamil Investments Ltd. 4,691,593 48.74 4,691,593 48.74

Al Kamil Investments Ltd 1,564,063 16.25 1,664,063 16.25
National Power Oman Investments Ltd. 594 0.01 594 0.01
Others 3,368,750 35.00 3,368,750 35.00

9,625,000 100.00 9,625,000 100.00

The three main shareholding companies are registered in the United Kingdom and are
subsidiaries of International Power plc, a company registered in the United Kingdom.
None of the ordinary shareholders, other than these three companies, own 10% or more
of the Company's share capital.

Legal reserve

The Commercial Companies Law of 1974 requires that 10% of a company's net profit be
transferred to a non-distributable legal reserve until the amount of legal reserve becomes
equal to one-third of the Company's share capital.

Hedging deficit

The Term Loan facilities of the Company bear interest at US LIBOR plus applicable
margins. In accordance with the Term Loan Agreement, the Company is obliged to fix the
rate of interest through Interest Rate Swap Agreements (“IRS”) for a minimum of 75% of
its loan facility. In the prior year IRS amounting to approximately 75% of the loan was
hedged at a fixed interest rate of 6.29% per annum, excluding margin. During 2005,
further 11% of the loan was hedged at a fixed interest rate of 4.1325% per annum,
excluding margin. '
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AL KAMIL POWER COMPANY SAOG

Notes

(forming part of the financial statements)

16

17

Hedging deficit (continued)

As at 30 June 2008, based on the interest rates differential over the life of the IRS, an
indicative deficit was assessed at approximately RO 1.746 million (US$ 4.539 million) by
the counter parties to the IRS. In order to comply with International Accounting Standard
39 “Financial Instruments: Recognition and Measurement” fair value of the hedge
instruments’ indicative losses in the amount of approximately RO 1.746 million (USS
4.539 million) has been recorded within the equity of the Company under “Hedging
Deficit” and a similar amount is recorded under long term liabilities.

Deferred taxation

The Company was exempt from income tax for an initial period of five years ended 30
September 2008, by virtue of Royal Decree 54/2000.

At 30 June 2008, the Company's deferred tax liability amount to approximately
RO 1.553 million (US$ 4.038 million) arising on temporary timing differences. The
movement in deferred tax liability during the year is as follows:

H1- 2008 H1- 2008  H1-2007 H1-2007
RO’000 Us $'000 RO'000 us $'000

01-Jan 1,429 3,716 1,169 3,040
Deferred tax charge for the year 124 322 118 306
30-Jun 1553 4038 1287 3346

Deferred tax expense represents the origination and reversal of temporary differences in
respect of the following:

Accelerated depreciation 3,283 8,536 1,506 3,914
Tax loss for the year (1,730) (4,498) (219) (568)
1,553 4,038 1,287 3,346

The assessments for the years 2003-2007 have not been finalised with the Department of
Taxation Affairs, Ministry of Finance.

The current deferred tax liability is based on the assumption that the tax losses incurred
during tax-exempt period would be available for carry forward indefinitely in post tax-
exempt period. The Department of Taxation Affairs could disagree with the Company on
the availability of tax losses incurred during the tax exemption period, against future
taxable profits. Should this be the case, the Company would need to recognise an
additional deferred tax liability of RO 1 Million (US$ 2,600,000) as of 30 June 2008.
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AL KAMIL POWER COMPANY SAOG

Notes

(forming part of the financial statements)

18

Long-term loan

H1- 2008 H1- 2008 H1-2007 H1-2007
RO’000 us $’000 RO'000 US $'000
Secured Loan 27,871 72,465 29,831 77,561
Unsecured Loan 2,243 5,832 2,468 6,417
30,114 78,297 32,299 83,978

Current maturities of long term
loans (2,486) (6,464) (2,372) (6,167)
Finance cost _ (582) (1,513) (702) (1,826)
Net long term loans 27,046 70,320 29,225 75,985

The amount of loans outstanding as at June 2008 is analysed as follows:

Total Payable Payable payable Payable
within one between 1 between 2 & after 5
year & 2 years 5 years years
RO'000 30,114 2,486 2,628 9,733 15,267
US$'000 78,296 6,463 6,833 25,307 39,693

Secured Loan

The Company had syndicated long-term loan facility from financial institutions in the
aggregate amount of approximately RO 36 million (US$ 94 million). Société Générale and
Bank Muscat SAOG are the arrangers of the facilities and have respectively been
appointed as the offshore and on-shore security agents for the secured finance parties
and as the security trustees. Société Générale is also the Facility and Security Agent for
administration and monitoring of the overall loan facilities. The loan agreement contains
certain restrictive covenants, which include, amongst others, restrictions over debt service
and debt equity ratios, certain restrictions on the transfer of shares, payment of dividends,
disposal of property, plant and equipment and incurrence of additional debt. :

The loan facilities bear interest at US LIBOR plus applicable margins. Margin percentages
are as follows:

Period Margin Percentage
2005 to 2010 0.70%
2010 to 2015 0.90%
2016 to 2017 1.20%

The loan facilities are secured by comprehensive legal and commercial mortgages on all
the assets of the Company.

Unsecured Loan

Unsecured loan facility of RO 2.468 million (US$ 6.417 million) from Bank Muscat SAOG
bearing interest at fixed rate of 7.5% per annum and repayable by 1 January 2017.
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Long-term loan (continued)

During the year, the Company incurred the following finance costs:

Page 17

H1- 2008 H1- 2008 H1-2007 H1-2007

RO’000 US $°000 RO'000 Us $'000
Secured loan 917 2,384 1006 2,615
Unsecured loan 84 218 81 210
Amortisation of finance costs 58 151 62 161
Others 22 57 27 73
Total 1081 2810 1,176 3.059
Payables and accruals
Trade payable 1,700 4,420 1,796 4,670
Interest payable 288 749 415 1,079
Payable to Fixed Asset 60 156 473 1,230
Creditors
Accruals and other payables 128 333 126 326
Dividend Payable 1,155 3,003 - -
Total 3,331 8,661 2,810 7,305

Included in accruals and other payables
retirement plan as follows:

is liability towards unfunded

defined benefit

01-Jan 41 106 24 62
Additional 7 18 3 8
30-Jun 48 124 27 70
Amount due to related parties
Al Kamil Construction &
Services LLC 407 1057 391 1017
Total 407 1057 391 1017

Related party transactions

The Company has a related party relationship with entities over which certain shareholders
and Directors are able to exercise significant influence. The Company also has a related
party relationship with its Directors. In the ordinary course of business, such related parties
provide goods and render services to the Company. The Company has entered into an
Operation and Maintenance Agreement with Al Kamil Construction & Services LLC, a related
party, for operations and maintenance of the plant for a period of 15 years from the
scheduled commercial operations date or the termination date of PPA, whichever is earlier

[refer to note 2(iv)].
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Related party transactions (continued)

Prices and terms for these transactions, which are entered into in the normal course of
business, are on terms and conditions, which the Directors consider, are comparable with
those that could be obtained from unrelated third parties. The volume of related party
transactions during the half year ended 30 June 2008 was as follows:

H1- 2008 H1- 2008 H1-2007  H1-2007
RO’000 Us $’000 RO'000  US $'000
Operating costs

Fee charged by AKCS under the Operations 959 2493 960 2496
and maintenance agreement

Costs incurred by AKCS on behalf of the 0 0 1 3
Company
Costs incurred by AKPC on behalf of the (3) (8) 0 0
Company

956 2485 961 2499

Administrative and general expenses

Directors' meeting fee 2 6 4 10

Basic earnings per share

Basic earnings per share is calculated as follows:

Net profit for the period RO/USS ('000) 907 2,359 867 2,254
Number of shares outstanding

at 30 June ('000) 9,625 9,625 9,625 9,625
Basic earnings per share RO/US$ 0.094 0.25 0.090 0.23

Net assets per share

Net assets per share is calculated by dividing the shareholders’ fund at the period end by
the number of shares outstanding as follows:

Shareholders’ fund RO/US$ ('000) 14,387 37.406 14,368 37,357

Number of shares outstanding
As at 31 March ('000) 9,625 9,625 9,625 9,625

Net assets per share RO/US$ 1.495 3.89 1.493 3.88
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Dividends

The Annual general Meeting of the Company held on 17 March 2008 approved a
dividend of 12% (i.e. RO 0.120 per share) for the year 2007 to the shareholders of the
Company who are on the shareholders’ list registered with Muscat Depository &
Securities Registration Co SAOC as at 30 June 2008. An amount of RO 1.155 million
(US$ 3.003 million) is disclosed as dividend payable in note 19 (Payables and accruals).

Commitments
H1-2008 H1-2008 H1-2007 H1-2007
RO ‘000 US$°000 RO '000 US$ '000

Letter of credit 1,796 4,668 1,923 5,000

Operating lease commitments

Land, on which the power station, buildings and ancillaries are constructed, has been
leased from the Government for a 25-year period. At 30 June 2008, future minimum
lease commitments under non-cancellable operating leases were as follows:

Within one year 5 12 6 16
Between two and five years 4 10 4 10
After five years 12 31 14 36

Financial risk management

The Company has exposure to the following risks from its use of financial instruments:
(i) Credit risk
(i)  Liquidity risk
(iii) Market risk

Credit Risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a
financial instrument fails to meet its contractual obligations, and arises principally from
the receivables from a customer. The Company does not require collateral in respect of
financial assets. The Company seeks to control credit risk by monitoring credit
exposure. At 30 June 2008 the entire trade receivables was from Governance owned
company, Oman Power and Water Procurement Co SAOC (“OPWP"). The maximum
exposure to credit risk as at 30 June 2008 was RO 1.672 million (30 June 2007:
RO 1.636 million). OPWP has a credit rating of A2 given by Moody's (OPWP Annual
Report 2007). The Company has maintained all cash deposits with banks having credit
rating by Moody's of A2 and above.
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Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations
as they fall due. The Company's approach to managing liquidity is to ensure, as far as
possible, that it will always have sufficient liquidity to meet its liabilities when due, under
both normal and stressed conditions, without incurring unacceptable losses or risking
damage to the Company's reputation. As of 30 June 2008, the Company was not
materially exposed to any liquidity risk.

The following are the contractual maturities of financial liabilities:

Carrying Amount due More than
Amount 6 months or less 6 months
RO ‘000 RO ‘000 RO ‘000

June 2008
Trade payable 2,107 2,107 -
Other payables and accruals 1,631 1,573 58
3,738 3,680 58

June 2007
Trade payable 2,187 2,187 -
Other payables and accruals 1,014 542 472
3,201 2,729 472

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates,
interest rates and equity prices will affect the Company's income or the value of its
holdings of financial instruments. The objective of market risk management is to manage
and control market risk exposures within acceptable parameters, while optimizing the
return on risk. As of 30 June 2008, the Company's market risk due to foreign exchange
rates are analysed as under:

Financial assets / liabilities:

H1-2008 H1 2007
Carrying Amount Amount  Carrying Amount Amount
amountin denominated denominated amount denominated denominated
balance in RO in non RO in in RO in non RO
sheet balance
sheet
RO’000 RO’000 RO’000 RO'000 RO'000 RQO'000
Receivables 1,672 1,672 1636 1636
Cash 2,757 1,628 1,129 2886 2,398 488
Loans (30,114) (2,243) (27,871) (32,299) (2,468) {29,831)
Payables (3,738) (3,680) (58) (3,201) (2,395) __(806)

(29,423) (2,623) (26,800)  (30,978) (829) (30,149)
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Financial risk management (continued)
Market risk (continued)

The sensitivity of the hedging deficit as assessed by the counter parties to the Interest
Rate Swap Agreements is given below:

Impact on balance sheet: increase/(decrease).
H1-2008 H1-2007
RO’000 RO’000
In case of increase of 100 basis points in interest rates 837 946
In case of decrease of 100 basis points in interest rate (837) (946)

Fair value of financial instruments

The Management believe that the fair values of all financial assets and liabilities of the
Company are not different from their carrying amounts at 30 June 2008.

H1-2008 H1-2007

Carrying Carrying
Fair value amount Fair value amount
RQO’000 RO’000 RO'000 RO’'000

Cash and cash equivalents 2,757 2,757 2,886 2,866
Accounts receivable 1,672 1,672 1,636 1,636
Amount due to related party (407) (407) (391) (391)
Accounts payable and accruals (3,331) (3,331) (2,810) (2,810)

Comparative figures

Certain prior year figures have been reclassified to conform to the presentation adopted in
the current year.



