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COMPANY INFORMATION

Scope of Activities

Auto Finance for passenger cars, commercial vehicles (prime movers, trucks, trailers, pickups,
etc.) Industrial equipment and machinery, Home appliances, furniture, computer and other
electronic items, Heavy Equipment, plant and machinery (dozers, shovels, crushers, cranes,
etc.), Working capital through debt factoring / bills discounting of receivables Corporate
deposits, “Al Amthal” Auto Finance, “Al Hal” consumer loans, “Al Sahal” insurance.

Bankers Statutory Auditors
Bank Muscat (SAOGQG) KPMG

Bank Dhofar (SAOG)

National Bank of Oman (SAOG)
Oman Arab Bank (SAOC)

Ahli Bank (SAOG)

Bank Sohar (SAOG)

Qatar National Bank (Oman)

Internal Auditors (Out-Sourced)
Ernst & Young

Legal Advisors
Rajab Al Khathiri & Associates

Regulatory Authority

Central Bank of Oman

Registered Office

P.O. Box 200, Postal Code 136, MGM,

Capital Market Authority Sult te of O
ultanate of Oman

Head Office - Al Khuwair

Tel : (+968) 24839800, 24839999, Fax : (+968) 24488592
info@taageer.com, www.taageer.com

Branch Offices

AL KHUWAIR
Tel : (+968) 24839800

Fax : (+968) 24488592

HATAT COMPLEX
Tel : (+968) 24564561
Fax : (+968) 24564629

SOHAR
Tel : (+968) 26845595
Fax : (+968) 26845535

BARKA
Tel : (+968) 26883603
Fax : (+968) 26883619

NIZWA
Tel : (+968) 25414420
Fax : (+968) 25414425

SALALAH
Tel : (+968) 23296288
Fax : (+968) 23296955
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Dear Shareholders,

On behalf of the Board of Directors of Taageer Finance Company
SAOG, | am pleased to present the audited financial statements
for the year ended 31st December 2018. The financial results for
the year 2018 indicate that the company has demonstrated its
ability to face challenges.

Company’s Performance for the Year 2018

Your Company has registered a Profit after Tax of RO 4.867
million for the financial year 2018 as against RO 4.703 Million
during 2017. The Company’s net leasing portfolio stood at RO
163.377 million as at 31st December 2018 against RO 147.476
Million as on 31st December 2017 an increase of 10.78% over
previous year. Your company has improved its market share by
1.5% during 2018 and as on Dec 2018 its market share is 15.98%
on a total industry lease portfolio of RO 1.037 billion. As part
of resource diversification your company during the year 2018
offered RO 5 million bonds with 50% green shoe option and the
company was able to mobilize RO 6.150 million bonds. Increase
in the borrowing costs is a cause of concern and the company
is managing its interest rate risk by product diversification and
improving the lending margins. The NPA as on Dec 2018 stands
at RO 16.48 million against RO 12.42 million as on Dec 2017.
The Company adopted an aggressive collection strategy and
working closely with the customers in overdue resolution.

Outlook for 2019

Despite the recent recovery in oil prices, the Government has
maintained its aim to continue with its prudent fiscal management,
including controlling current spending.

The Government continues its initiatives towards prudent fiscal
policy and counter measures to reduce the budget deficit
below 10% of GDP. Given the volatility in oil prices the success
of government’s diversification agenda would be the key to
achieve growth, enhance employment opportunities, increase
Government spend on projects and also maintain public debt at
reasonable levels in relation to the GDP.

The liquidity position in the market is expected to continue to
be tight. The banks continue to adopt a cautious approach in
lending and continued to increase interest rates, hence sustaining
a high growth rate in terms of new business does pose a major
challenge to the FLC Industry.
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Proposed Dividend

The Board of Directors are pleased to
recommend a cash dividend of 10%
(RO 2.536 million) for approval by the
shareholders at the Annual General Meeting
to be held on March 24, 2019.

Paid up Capital

With a paid-up share capital of RO
25.359 million as at 31st December 2018,
your Company is well capitalized and in
compliance with the guidelines of the Central
Bank of Oman.

Change in the Composition of the
Board

During the year 2018, Mr. Anwar Hilal Al
Jabri — Vice Chairman, resigned from the
BOD membership. The vacant position was
filed by Eng. Ahmed Hamed Al Subhi as
Independent Director to be approved at the
next AGM scheduled to be held on March
24, 2019.

Sheikh Khalid Hamoodah was elected as the
Vice Chairman of the BOD during July 2018

During the year 2018, there was a change
in nomination of Director representing, The
Iran Foreign Investment Company (IFIC) and
the current nominee is Ms. Nafiseh Safavi.

Strengthening Human Resources

In order to provide more focus on business
operations and strategy your company has
strengthened the senior management team
by appointing a CEO and Deputy CEO.

Your company has continued to invest in
Human Resources to sustain its growth in
assets.

‘H L] I'H%D‘:‘w @
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It will continue to train and support its
employees to improve their skill levels to
enable them to provide better customer
services and progress in their careers to take
up more responsibilities in the company.

Taageer sees its people as being an integral
part of the success of its business model. It
constantly looks at the development goals
of its employees to enable them to enhance
their abilities and achieve measurable and
sustainable results.

Corporate Governance

Your company is committed to adhering to
the highest standards of Compliance and
Corporate Governance. A separate report
on Corporate Governance is enclosed.

Acknowledgement

On behalf of the Board of Directors, | wish
to express sincere gratitude to His Majesty
Sultan Qaboos bin Said for his vision and
wise leadership.

| would also like to take this opportunity
to express our sincere appreciation and
acknowledgement for the guidance and
support from the Central Bank of Oman,
Capital Market Authority and Muscat
Securities Market. We are also grateful
to our shareholders, bankers, dealers
and customers for their continued trust,
confidence and support. Finally, the Board
would like to appreciate and thank the
management and the staff for all their hard
work and efforts.

On Behalf of the Board of Directors

Faisal Al Hashar

Chairman
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Despite challenging market circumstances, Taageer Finance
has shown a growth in portfolio in 2018. The market was
characterized by increasing cost of borrowing and enhanced
pressure on portfolio quality but Taageer was able to
perform well owing to its diversified product base catering to
customer’s evolving financing needs

Economic Outlook

The Economy slightly rebounded in 2018 after a contraction in
2017, primarily on the back of increased hydrocarbon output
and prices. Preliminary estimates show the fiscal deficit fell
in absolute terms to a four-year low on the back of higher
government revenue.

The following management discussion and analysis of the key
financials are outlined here in our Management report.

Company Performance

The Asset portfolio of the company grew by 10.78% during
the year 2018 as compared to the previous year. In view of
increasing borrowing costs and the additional provisioning
that had to be done on the portfolio in view of stressed market
conditions. The Profit after Tax increased by 3.49% year on
year. The Industry in general has been facing challenges, as
a result, leasing companies have registered only a marginal
growth in the year 2018.

Controlled and cautious approach towards new businesses
and recoveries to reduce NPAs is the need of the hour and
Taageer is geared up to this.

Return on Shareholders’ Funds (RONW)

The Company has posted a return of 12.30% on shareholders’
funds.

Business volumes and asset growth

Net investment in lease
180,000 RO in '000
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Cost of Funds

The Company continues to manage its
borrowing costs and has made all efforts to
efficiently manage and negotiate borrowings
to maintain over-all bottom-line. During the
year 2018, the borrowing costs increased
significantly due to tight liquidity conditions
in the banking sector. The interest rates will
be closely monitored during the year 2019.
We expect increased pressure on the net
interest margins across the industry.

Non-Performing Assets

As asset size grows, it is important to ensure
that the quality of loan portfolio and ratio of
non-performing assets in the total portfolio
of the Company remain within the Risk
appetite of the company. The ratio of NPAs
as a % of Gross Portfolio changed from

TaageerFinance

7.93 % as at year ended 2017 to 9.45% at
at year ended 2018. The company is closely
monitoring the non-performing assets in the
portfolio as part of its operational strategy.

Operating Overheads

Operating overheads constituted 25.60 % of
total income in 2018 as against 26.42 % for
the year 2017.

Performance Snapshot

Income & Profits
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Key indicators of the Company’s operating performance over last 5 years are as follows:

RO’ 000
Particulars 2018 2017 2016 2015 2014

Share capital 25,359 25,359 25,359 25,359 25,359
Net worth 40,496 38,633 36,402 34,312 32,427
Net investment in lease 163,377 147,476 152,264, 126,686 107,306
Total borrowings 122,343| 108,106 111,808 89,253 71,556
Gross income 16,464 15,301 13,923 11,893 10,908
Profit after tax 4,867 4,703 4,474 4,421 3,782

Branch Network

Currently, the company has six branches; at
Al Khuwair, Hatat Complex, Sohar, Nizwa,
Barka and Salalah.

Risks and Concerns

Credit Risk

The focus on credit risk is a key part of the
Risk Management framework as indicated
by the Central Bank of Oman. Measures

such as loan review mechanism, sectoral
caps on lending, analysis of non-performing
assets and risk scoring models help the
management to manage credit risk.

The Company has completed a review of
its credit policies and procedures, in line
with its five-year strategy plan, to balance
the risk appetite with the requirements of
its customers. In doing this it has taken on
board the prevailing economic conditions.
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Interest Rate Risk

Benchmark based lending products are
usually offered to Retail & SME customers.
The Company, has however, offered an
interest rate re-pricing clause to corporate
customers. The Company has monthly
ALCO meetings to review the loan pricing
and work towards mitigating the interest
rate risk by suitably pricing the loans and
also the product mix.

Liquidity Risk

Liquidity risk arises from the inability of the
Company to pay its liabilities when they fall
due.

In the lending business, liquidity risk often
exists due to an element of mis-match in the
cash flow timings of assets and liabilities. A
balance between short term and long-term
credit was maintained in 2018. Taageer has
also reduced this risk by ensuring that it has
adequate lines of credit available from its
lenders which is over and above its normal
business pattern.

Other Risks

The Company has insurance cover in place
to protect its fixed assets.

It has plans in place to ensure that it
continues to run smoothly in the unlikely
event of a sudden gap in the leadership level
of management.

The Company is constantly assessing
and updating its operating policies and
procedures to identify areas of improvement,
standardization and rationalization of its
activities.

ANNUAL REPORT 2018

Business Continuity and Disaster
Recovery

Your Company has put in place a cohesive
Disaster Recovery and Business Continuity
Plan to ensure that we are prepared for every
eventuality

Outlook for 2019

Oman’s economic growth is expected to
accelerate in 2019. While the stronger
growth is anticipated due to increased
oil production, the activity in the non-oil
economy is also expected to increase.

The sultanate plans to introduce a 5 per cent
VAT in 2019, which may have an impact on
the interest rates.

Despite challenges, the budget for the year
2019 has maintained development spending
levels while limiting public spending in
other areas. The existing key infrastructure
projects, under execution, would continue
to progress till completion.

Acknowledgement

On behalf of the management, | thank the
Chairman, Vice-Chairman of the Board,
Chairman of Audit & Risk Committee,
Chairman of the Executive, Nomination
and Remuneration Committee and Board
members for their continuous guidance.

We also take this opportunity to thank our
shareholders, our employees and regulatory
bodies for their continuous support.

Muhammad Kashif Yaqoob
Acting Chief Executive Officer
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KPMG

Ath Floor, HSBC Bank Building
MBD

PO. Box 641

BC. 112

Sultanate of Oman

Tel +968 24745600

Fax +968 24700838

Report to the Shareholders of Taageer Finance Company SAOQG (“the Company™) of Factual
Findings in connection with the Corporate Governance Report of the Company and application
of the Corporate Governance practices in accordance with Capital Market Authority Code of
Corporate Governance

We have performed the procedures prescribed in the Capital Market Authority (“CMA”) Circular
No. 16/2003 dated 29 December 2003 (“the Procedures™) with respect to the Corporate Governance
Report of the Company (“the Report™) and its application of the Corporate Governance practices in
accordance with the CMA Code of Corporate Governance issued under Circular No. 11/2002 dated
3 June 2002 and the revised CMA Code of Corporate Governance issued under CMA Circular 4/2015
dated 22 July 2015 (together the “Governance Code™).

Our engagement was undertaken in aceordance with the International Standard on Related Services
applicable to agreed-upon procedures engagements. The Procedures were performed solely to assist
the Shareholders in evaluating the Company’s compliance with the Govemance Code, The Procedures
we performed were as follows:

1. Corroborated, as required, the matters disclosed in the Report by reference to: internal audit
reports issued during the year ended 31 December 2018; Audit Committee and Board minutes of
meetings held during the vear ended 31 December 2018; and relevant supporting Company
records.

2. Confirmed that the Report discloses matters discussed in the Board of Director’s report on review
of the effectivencss of the Company’s system of internal controls and that these matters were
reported by Company's internal auditer to the Audit Committee during the year ended
31 December 2018.

3, Checked that the Report includes disclosures set out in Annexure 3 of the Governance Code.

4. Checked whether matters, if any, reported in the Auditors’ report on the financial statements for
the year ended 31 December 2018 relating to: Adequacy and efficacy of the intemal control
systems in place; going concern considerations; and the adequacy of policies and procedures set
up by the Company were also included in the Auditor’s presentation to the Audit Committee.

5. Read the Minutes of Board and Audit Committee meetings during the year ended
31 December 2018 to confirm that any matters of non-compliance with the Governance Code
mentioned therein are also included in the Report.
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As a result of performing the Procedures, we have no exceptions to report,

Because the Procedures do not constitute either an audit or a review made in accordance with
International Standards on Auditing or International Standards on Review Engagements, we do not
express any assurance on the Company’s Corporate Governance Report. Had we performed additional
procedures or had we performed an audit or review of the Report in accordance with International
Standards on Auditing or International Standards on Review Engagement, other matters might have
come to our attention that would have been reported to you. This report is solely for the purpose set
forth in the second paragraph of this report, and for inclusion, with the Report, in the Company’s
annual report, and is not to be used for any other purpose. This report relates only to the Company’s
Corporate Governance Report included in the Company’s annual report for the year ended
31 December 2018 and does not extend to any financial statements or any other reports of the
Company, taken as a whole.

G

5 March 2019 KEPMG
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CORPORATE GOVERNANCE

In accordance with the Capital Market Authority (CMA) guidelines, we are pleased to present
the Corporate Governance Report for the year ended 31 December 2018. The Auditors, KPMG,
have issued a separate Report on the Corporate Governance.

Company’s Philosophy

Taageer’s philosophy of corporate governance is aimed at promoting trusteeship, transparency,
empowerment, control and ethical corporate citizenship. Taageer is committed to working
with its stakeholders to improve the economic development. We strive to achieve this by
implementing corporate governance in compliance within guidelines set by the Central Bank
of Oman and the Capital Market Authority.

The Board of Directors

The present Board of Directors were appointed in the Annual General Meeting held on 22
March 2018 for a period of three years. The Board of Directors has formed two Committees
namely, Audit & Risk Committee and The Executive Nomination & Remuneration Committee.

Composition of the Board of Directors: (in accordance with Article 1 of Code of Corporate
Governance)

Name of Director / Entity Represented Position

Sheikh. Faisal Al Hashar
Oman Investment Fund Chairman
Non-Independent & Non-Executive

(re-elected w.e.f 22nd
March 2018)

Sheikh. Khalid Mohamed Al Hamoodah (re-elected w.e.f 22nd March
Representing Self Vice-Chairman |2018 and appointed as Vice-
Independent & Non-Executive Chairman on 31st July 2018)

Mr. Fahad Al Hagbani
The Arab Investment Company (TAIC), Saudi Director (re-elected w.e.f 22nd
Arabic March 2018)

Non-Independent & Non-Executive

Mr. Saleh bin Nasser Al Riyami
Representing Self Director
Independent & Non-Executive

(re-elected w.e.f 22nd March
2018)

Mr. Hussain Mohamed Redha
Representing Self Director
Independent & Non-Executive

(re-elected w.e.f 22nd March
2018)
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Name of Director / Entity Represented

Position

Mr. Said Ahmed Safrar

(elected w.e.f 22nd March

Non-Independent & Non-Executive

Oman Investment & Finance Co (SAOG) OIFC Director 2018)
Non-Independent & Non-Executive

Engr. Ahmed Hamed Al Subhi (appointed as Temporary
Representing Self Director Director w.e.f. 21st June
Independent & Non-Executive 2018)

Mrs. Nafiseh Sadat Safavi (CTRCE ST
Iran Foreign Investment Company (IFIC), Iran Director b Ut

Shanbandian w.e.f 12th
August 2018)

Mr. Anwar Hilal Al Jabri
Representing Self
Independent & Non-Executive

Vice-Chairman

(re-elected w.e.f 22nd
March 2018 and resigned on
3rd May 2018)

Mr. Ali Shahbandian

(elected w.e.f 22nd March

Non-Independent & Non-Executive

Iran Foreign Investment Company (IFIC), Iran Director 2018)
Non-Independent & Non-Executive

Dr. Vahid Sharif (replaced by Mr. Ali
Iran Foreign Investment Company (IFIC), Iran Director Shahbandian at the AGM
Non-Independent & Non-Executive held on 22nd March 2018)
Mr. Mansoor Hamood Al Amri ([;f:(gclc:]:ii isoxrggggg
Ministry of Defence Pension Fund Director

2017 and resigned on 22nd
March 2018)

Board of Directors held 7 meetings during the year. The details of members’ participation in
the meetings along with their Directorships in other companies in Oman are as follows:

Name of the e Board Last AGM Directorships in I.903|t|on
) Position Meeting . in other
Director attendance| other Companies
attended Company
7
25-01-2018 Rural Area Electricity| Chairman
22-03-2018 SAOC
Sheikh. Faisal Al ; 21-04-2018 . . .
Chairman Yes Electricity Holding Director
Hashar 06-06-2018 SAOC
30-07-2018
30-10-2018
18-12-2018
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Comm. Information
SAOC

Name of the . Board Last AGM Directorships in Ilaosmon
. Position | Meeting . in other
Director attendance| other Companies
attended Company
7
55.01-2018 Muscat Gases _
52.03-2018 SAOG Director
Sheikh. Khalid Vice NBO GCC Fund Director
S 21-04-2018 .
Mohamed Al Chairman Yes Muscat Fund Director
. 06-06-2018
Hamoodah & Director 30-07-2018 Sembcorp Salalah
Power & Water Director
SO AET Company SAOG
18-12-2018 pany
5
Vice 25-01-2018
Mr. Fahad Al Chairman 22-03-2018 Yes . .
Hagbani & Director 21-04-2018
06-06-2018
30-10-2018
6
22:8;:;813 Oman Ceramic Co. Vice-
Mr. Saleh bin : (SAOQG) Chairman
. . Director | 21-04-2018 Yes \
Nasser Al Riyami Al Madina Takaful
O & SAOG Director
30-07-2018
18-12-2018
6
22-03-2018
Mr. Hussain 21-04-2018 National Life & Director
Mc;hamed Redha Director | 06-06-2018 Yes General Insurance
30-07-2018 Company (SAOQC)
30-10-2018
18-12-2018
Bank Sohar SAOG
Wasel Exchange
5 SAOC Director
SERORANTS ShﬁLnaCsogpefeArg’? n CI;T;LTS rn
Mr. Said Ahmed , 21-04-2018 9 :
Director Yes Co SAOC Director
Safrar 06-06-2018 )
Oman Investment & Director
30-07-2018 )
Finance Co. SAOG
18-12-2018 y !
National Bureau Director
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Name of the e Board Last AGM Directorships in I.303|t|on
Director Position Meeting attendance| other Companies in other
attended Company
Engr. Ahmed Direstor 1 o Bank Sohar SAOG MD;LeaCJﬁ:g
Hamed Al Subhi 18-12-2018 Oman Platform .
Director
Mrs. Nafiseh . 7
Sadat Safavi Director | 30-10-2018 No --- ---
18-12-2018
Ahli Bank SAOG
5 Ominvest SAOG Director
Mr. Anwar Hilal Al | _ V'°® | 25.01-2018 National Life & Director
Jabri Chairman 55.03-2018 Yes General Insurance Chairman
& Director SAOC
Dhofar Power Director
Company SAOC
Al I Director y Yes - -
Hamood Al-Amri 25-01-2018
. . . 1
Dr. Vahid Sharif Director 55.01-2018 No --- ---
3
Mr. Ali Director 22-03-2018 Ves < XS
Shahbandian 21-04-2018
30-07-2018

Audit & Risk Committee

The main role of the Audit & Risk Committee is to:

0 Assist the Board in assuring the integrity and credibility of the financial reporting process;

= Review the company’s internal financial controls and the company’s internal control and
risk management systems;

2 Monitor and review the effectiveness of the company’s internal audit function;
8 Selecting and evaluating the External Auditors.

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

1. Key risks which the company is exposed to and their probability (risk appetite).

2. Mechanisms for identification, measurement and monitoring of these risks.

3l Mechanisms for periodic examination, detection and reporting of risks (especially new risks).
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4. Means to mitigate risks, if avoidance is not possible.

c The committee may seek the assistance of any other entity on a consultancy basis to
assist the committee in performing its duties.

2 The committee shall submit its recommendations to the board at the time determined by
the board.

During the year 2018, the company appointed Ernst & Young to conduct Internal Audit of the
company along with an in-house Internal Auditor.

The Internal Audit work plan is drawn up in consultation with the Audit & Risk Committee.
Internal Audit is done on a quarterly basis and a report is submitted to the Audit & Risk
Committee for their review. The Chairman of the Audit & Risk Committee presents to the Board
the proceedings of the Audit & Risk Committee meeting. The audit covers areas of operations
of the company as per the approved internal audit work plan. The Management has responded
to the various issues raised by the Internal Auditor and submits a compliance report on the
same.

Risk Department Functions:

Setting and reviewing the Company’s policies pertaining to risk management, taking into
account the Company’s business, changes in market conditions and the Company’s investment
and expansion tendencies and approach.

i Setting up an executive program for risk management in the Company and providing
training or orientation to the Board and the executive management.

ii. The Audit & Risk Committee comprises of three Board members. Audit & Risk Committee
held four meetings during the year. Details of the members and their attendance in the
meetings held are as follows:

Name of the Director Position Meetings Date of appointment
attended
Mr. Saleh bin Nasser Al Riyami| Chairman 4 Nominated on 22nd March 2018
Mr. Mansoor Hamood Al-Amri Member 1 ARG NG B Y &
at the AGM
Mr. Khalid Mohamed Al Member 4 Nominated on 22nd March 2018
Hamoodah
Nominated on 22nd March 2018
Mr. Ali Shahbandian Member 2 and resigned on 11th August
2018
Nominated on 12th August
. . 2018 upon resignation of Mr. Ali
Mrs. Nafiseh Sadat Safavi Member 1 SielisEnctan e | Aueus
2018
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Executive, Nomination & Remuneration Committee

The Executive, Nomination & Remuneration Committee comprises of four Board members.
The main role of the Executive, Nomination & Remuneration Committee is to;

J Review, recommend and approve / reject credit proposals within specified financial
limits;

> Review and recommend the annual budget to the BOD for its approval;

J Review company’s monthly management accounts, its performance vs budget, financial

management and operations of the company and recommend to the BOD appropriate
action on the issues arising there from; and

© Recommend appointment / replacement of senior management of the company (other
than CEO, Dy. CEO and Head of Internal Audit), review compensation related matters
recommended by the management and accord approval (within the overall budget
sanctioned by the Board).

Functions of Nomination & Remuneration Committee:

. Identify and nominate suitably qualified persons to serve as directors of the Company
while adhering to the requirements of the Ministry of Commerce and Industry’s
Ministerial Decision 137/2002 concerning eligibility criteria to be fulfilled by nominees for
directorships.

J Find competent persons to join the Board on temporary basis when a vacancy on the
Board arises.

J Search for and nominate competent persons for executive posts as per the request of
the Board.
g Prepare recommendations concerning remuneration and sitting fees payable to members

of the Board and its sub-committees subject in all cases to the provisions of the Capital
Market Authority’s Administrative Decision 11/2005 establishing Rules for Remuneration
and Sitting Fees for Directors and Sub-Committees of Public Joint Stock Companies.

. Prepare clear, credible and accessible policies to inform the Company’s shareholders of
the remuneration paid to members of the Board and in relation to executive remuneration.

. Prepare remuneration, allowance, performance based remuneration criteria and bonus
policies for the executive management and periodically review the same taking into
consideration market conditions and the Company’s performance.

. Seek assistance of or consult any other party to enable it to perform its functions if required
after obtaining the Board’s approval on such assistance or consultation, provided that
there is no conflict of interest with the person who shall assist or advise the Committee.
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c Executive, Nomination & Remuneration Committee held four meetings during year.

Details of present members and their attendance in the meeting held are as follows:

Meetings

Name of the Director Position Attended

Date of Appointment

Nominated as member on 22nd

LR ATEEEN Life Telise Chairman 3 March 2018 and as Chairman of the

Alelils Committee in October 2018
Mr. Fahad Al Hagbani Member 3 Nominated on 22nd March 2018
Mr. Said Ahmed Safrar Member 3 Nominated on 22nd March 2018
Engr. 'Ahmed RITRe Member 2 Nominated on 21st June 2018
Subhi
Nominated on 22nd March 2018 and

Mr. A Hilal Al i hai 1

r. Anwar Hila Jabri Chairman resigned on 3 May 2018
Dr. Vahid Sharif Member 1 Resigned on 19th March 2018

Brief Profile of directors

Sheikh. Faisal Al Hashar

Sheikh Faisal Al Hashar, Chairman of the company holds a B.S. degree in Marketing from North
West Missouri University, U.S.A. His experience stretches over a period of over 30 years; both
in the Public Sector and the Private Sector companies and organizations. In the Public Sector,
he held the position of Director General till September, 1997, and in the Private Sector, his last
position was as the Managing Director of Shell Oman Marketing Co. SAOG till June 2010. He
also held the position of a board member in 3 consecutive terms in Shell Oman from 2002,
and currently is the Chairman of the Board of the Rural Areas Electricity Company (SAOC).
Recently he has been appointed as Honorary Council of Austria to the Sultanate of Oman.

Sheikh. Khalid Mohamed Ali Al Hamoodah

Sheikh. Khalid Mohammed Ali Al Hamoodah is Vice Chairman of the company. He is currently
the Assistant Executive President of Diwan of Royal Court Pension Fund and holds a degree in
business administration from Coventry University, UK. He has over 20 years’ of experience in
variety of leadership and strategic positions. He has been serving Diwan of Royal court for more
than 19 years in different capacities and accumulated experience in operational management,
administration, project execution, and investments in various asset classes especially in real
estate. Included in his responsibility is spearheading the investment department of the Pension
Fund. He also plays an integral part in the investment committee of the Pension Fund. Prior to
Diwan of Royal court he had a small stint in Ministry of Oil and Gas.
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Currently, he is serving as board member in Muscat GAS SAOG (Oman), Al Masah Capital
Diamond Lifestyle Fund (UAE), NBO GCC Fund (Oman) and Muscat Fund (Oman) managed by
Bank Muscat. He is also the member of executive committee of Muscat Gas SAOG.

Mr. Fahad Abdullah Al-Hagbani

Mr. Fahad Al Hagbani is Director of the company and has over 24 years of experience in
investments and financial services. He holds a Masters degree in International Marketing from
the University of Strathclyde, Glasgow, United Kingdom, and a B.A. in Business Administration
from King Saud University, Saudi Arabia.He has been serving The Arab Investment Company,
Saudi Arabia for over 16 years. Currently he is the General Manger of Finance & Administration
Affairs and Member of Investment Committee and Credit Committee of the Arab Investment
Company, Saudi Arabia.

He has served as a member of the Board of Directors of Allianz Insurance Company of Egypt,
the Saudi Hotel Services Company, and Syrian Arab Company for Hotels & Tourism. Currently,
he is a member of Board of Directors of the Arab International Co. for Hotels & Tourism, Egypt.

Mr. Saleh Nasser Al Riyami

Mr. Saleh Nasser Al Riyami, Director of the Company, has a Bachelor in Business Administration
(Management), American College — Atlanta, Georgia. He is on the Board of Oman Ceramic
Company SAOG as Vice Chairman, and Director in Al Madina Takaful SAOG. Mr. Riyami has
over 20 years of experience in the areas of Finance and Investment.

Mr. Hussain Mohamed Redha Ali Al Lawati

Mr. Hussain Mohamed Redha Ali Al Lawati, Director of the Company holds a Bachelors’ degree
in Accountancy from the University of Carleton, Canada. He is also a Chartered Financial
Analyst (CFA).

He has an experience in the Private Equity and Investment Management industry for over 10
years, focusing on the financial services sectors. He is currently Investment Associate Director
with Oman Investment Fund. He is also the member of the Board in Oman Cement, Credit
Oman and U-Capital (Ubhar Capital).

Mr. Said Ahmed Safrar

Mr. Said Ahmed Safrar holds a Master in Business Administration (MBA) from the University
of Hull in the UK, a Business Management Diploma from King’s College Bournemouth in the
UK and a Specialized Diploma from the Arab Academy for Banking and Financial Science in
Jordan.

Mr. Said has over 24 years of experience in the Banking and Telecommunications’ Sector, he is
Board member of The Financial Corporation (FINCORP) and Dhofar Power, currently Mr. Said
holds the position of Chief Executive Officer of Oman Investment & Finance Co. SAOG.
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Mrs. Nafiseh Sadat Safavi Mobarhani

Mrs. Nafiseh Sadat Safavi Mobarhani holds a PhD in financial management experience in
Investment Analysis and Expertise of projects and plans assessments. She has been working as
an investment analyst for 6 years in Investment department of Iran Foreign Investment Company.

Engr. Ahmed Hamed Al Subhi

Engr. Ahmed Hamed Al Subhi holds an MBA from the University of Strathclyde, two Post
Gradate Diplomas in Engineering and Honours Degree in Electrical Power engineering. Engr.
Ahmed Al Subhi is widely recognized individual in the power generation and desalination
industry, banking and investment sector. He has been actively involved in developing and
implementing of Mega Independent Power and Desalination Project in the region.Ahmed has
been involved in many transformations and restructuring of private companies based in his
solid operational experience working with many multinational organizations. He was the Chief
Executive Officer of ACWA Power Barka SAOG and also Chairman and member of Board of
Directors of few listed Companies in Muscat Securities Market.

Advisor to the Board
Mr. Mohammed Redha A. Jawad, Advisor to the Board

Mr. Mohammed Redha A. Jawad is Advisor to the Board of the Company. He holds a
Masters degree in Business Administration (Marketing) from the Hailifax University, USA. Mr.
Mohammed Redha has more than 33 years of experience in the banking sector in senior level
positions covering areas like Corporate Banking, Retail Management, Business Development,
Risk Management etc.

Brief Profile of Management

Mr. Muhammad Kashif Yagoob - Acting Chief Executive Officer

Mr. Muhammad Kashif Yagoob has over 22 years of experience with multinational financial
groups including 10 years international experience at C level positions. He has worked as CEO
of ORIX Group’s Joint Venture in Kazakhstan and has represented ORIX Group as Member on
Board of Directors in Joint Venture Companies in Oman and Egypt. Mr Yagoob has conducted
consultancy assignments on behalf of ORIX Group in Russia, Mongolia & Poland etc. He
has worked in several positions with ORIX Group in Pakistan and handled areas including
Corporate Planning, Operating Lease, New Business Development & International Operations.

Mr Yagoob carries Master’s in Business Administration from IBA Karachi and Bachelor’s in
Electrical Engineering from N.E.D. University of Engineering & Technology Karachi.

Mr. V. V. Suresh Kumar, General Manager - Marketing & Business Development

Mr. V. V. Suresh Kumar is the General Manager — Marketing & Business Development of the
company. He has 25 years of experience and has worked in leading NBFC’s and Banks in India
and Oman. He has completed his Management studies specializing in Marketing & Finance
from Bharathidasan Institute of Management (BIM) - Trichy, India.
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In India, he worked in NBFC’s such as Shriram Group of Companies, 20th Century Finance
Corporation Ltd., GMAC-TCFC Finance Ltd., in various capacities. Prior to joining Taageer
Finance Company SAOG, he was the Head - Corporate Banking (General Coverage) in Ahli
Bank SAOG, Oman.

Mr. Mohamed Ali Ibrahim Al Maimani, Asst. General Manager — Operations & Control

Mohamed Ali Ibrahim Al Maimani, has more than 23 years of experience in banking sector in
different senior position such as Branch network, Human Resources, Loan Management etc.
He holds a level 7 Diploma in Strategic and leadership Management along with a banking
Diploma from the Arab Academy for Financial Studies, Jordan. He is also recognized as
certified Chartered Manager from Chartered Management Institute, UK.

Mr. Mohammed Bader Al Busaidy, Sr. Manager — Corporate Communications

Mr. Mohammed Bader Al Busaidy is the Sr. Manager - Corporate Communications of the
Company. Mr. Busaidy has over 25 years’ experience as Human Resources and Administration
Manager. He has received specialized training in Human Resources Management for Banking
and Financial Sciences at the Arab Academy. Mr. Busaidy has been associated with the
Company since January 2002.

Mr. N.V.H. Sastry, Financial Controller

Mr. N.V.H. Sastry is the Financial Controller of the company and is a Member of the Institute
of Chartered Accountants of India and B.Sc. (Hons.) in Science from Osmania University,
Hyderabad, India. Has more than 25 years of post-qualification experience of which 15 years
has been in the leasing industry and the rest in the fields of IT, Investments, Real Estate and
Manufacturing sectors. Has varied experience in Managerial Capacity spanning areas like
Finance, IT, Strategic planning and Marketing & Business Development

Remuneration Matters

The Board of Directors has recommended Director’s remuneration of RO 84,000 for the year
2018 (2017 — RO 78,000) in line with the provisions of Article 101 of the Commercial Companies
Law of 1974, as per the requirements of Capital Market Authority. The Board was paid sitting
fees as per details given herein under as approved in the last AGM held on 22nd March 2018.

In the case of institutional representatives on the board, payment of sitting fees have been
made to the Director or directly to the institution whose nominee is represented on the Board
as per the instruction from the Director or decision of the institution.

The Company held 7 Board meetings during the year 2018, and RO 60,500 (2017 - RO, 50,500)
has been paid towards Directors’ sitting fees.

During the year 2018, 4 Audit & Risk Committee meetings were held and RO 9,000 (2017 - RO
11,000) was paid towards Audit & Risk Committee sitting fees.
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During the year 2018, 4 Executive, Nomination & Remuneration Committee meetings were held
and RO 10,500 (2017 — RO 14,000) was paid towards Executive, Nomination & Remuneration
Committee sitting fees.

During the year 2018, RO 417,287 (2017 — RO 442,111) was paid as salary and related benefits
to the six senior most officers of the company. Employment contracts with these officers are
in accordance with the labour laws of the Sultanate of Oman.

Process of Nomination of the Directors

The company follows the provisions of the Commercial Companies Law and the guidelines
from the Central Bank of Oman in respect of nomination of the members of the Board of
Directors. The Company is in the process of appointing external consultants for the Independent
Evaluation of Board of Directors as well developing the Professional Code of Conduct for the
Board and Executive Management.

Means of Communication with the Shareholders

The Company publishes quarterly accounts in two national newspapers and also submits the
same to the Muscat Securities Market. Annual report is mailed to all the Shareholders. And
other relevant information at Muscat Securities Market (MSM) website (www.msm.gov.om).

Market Price Data
High/Low price and index

The shares of the company are listed on the Muscat Securities Market. Details of market price
data during 2018 are as follows:

Market Price Vol Index
Month (RO) T‘:a‘:::

High Low MSM Sector
Jan-2018 0.128 0.120 1,410,225 5,000 7,376
Feb-2018 0.125 0.120 138,251 5,003 7,365
Mar-2018 0.129 0.109 3,428,631 4,774 7,121
Apr-2018 0.112 0.107 129,953 4,729 7,267
May-2018 0.109 0.108 307,387 4,607 7,184
Jul-2018 0.109 0.109 60,158 4,572 7,056
Jul-2018 0.112 0.098 23,656 4,337 6,738
Aug-2018 0.098 0.093 14,932 4,419 6,892
Sep-2018 0.098 0.090 42,591 4,544 7,033
Oct-2018 0.100 0.098 70 4,423 6,925
Nov-2018 0.098 0.092 166,665 4,412 6,890
Dec-2018 0.095 0.092 60,745 4,324 6,827
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Distribution of shares

Name of the shareholders (holding more than 5%) Percentage No. of

(%) shares
Oman Investment Fund 33.63 85,287,298
The Arab Investment Co. SAA 18.79 47,637,994
Iran Foreign Investment Co. 12.49 31,685,320
Diwan of Royal Palace- Pension Fund 7.73 19,593,024
Oman Investment & Finance Co. SAOG 6.15 15,599,154

Statutory Auditors

“The shareholders of the company appointed KPMG as its auditors for 2018. KPMG in Oman
was established in 1973 and is part of KPMG Lower Gulf Limited. KPMG in Oman employs more
than 180 people, amongst whom are five partners, six directors and 30 managers, including
Omani nationals. KPMG is a global network of professional services firms providing Audit, Tax
and Advisory services. We operate in 153 countries and territories and have 207,000 people
working in member firms around the world. The independent member firms of the KPMG
network are affiliated with KPMG International Cooperative (“KPMG International”), a Swiss
entity. Each KPMG firm is a legally distinct and separate entity and describes itself as such.

Audit Fees

During the year 2018, an amount of RO 13,500 has been paid to the statutory auditors or is
due to them. No non-audit services were provided.

Non-Compliance

Other than the stated below, Taageer is not aware of any other non-compliance with the law,
regulation, or any other requirement of a statutory authority, nor has it been subject to penalty
for any breach as on 31 December 2018.

a) During the year the company has not paid any penalties to Central Bank of Oman (CBO)
or Capital Market Authority (CMA).

b) In respect of forwarding the Board Agenda for January-18 there was a delay of 8 days.

C) In respect of forwarding the Board Minutes to Chairman for January-18 there was a delay
of 2 days.

d) During the year 2018, pursuant to a Court Order, the Company paid RO 18,090 to Muscat
Municipality towards outstanding rent for parking spaces. The Board, once informed
of the matter, reviewed internal Company policies, consulted third party advisors to
analyze the issue and considered the implementation of appropriate actions to avoid the
repetition of similar occurrences.
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e) Three employees of the Company have been investigated by ROP - investigation
department and the case pending for decision at Public Prosecution Salalah.

f) Executive Management has not proposed new CSR code as required under Code of
Corporate Governance Manual.

Corporate Social Responsibility

Taageer is committed to shoulder its financial responsibility in social sphere. During the financial
year 2018, Taageer has contributed sums aggregating to RO 7,640 against an amount of RO.
30,000 approved at AGM on 22nd March 2018 to associations engaged in promoting welfare
of the Disabled, Elderly Friends, Blind, Diabetic and in spreading cancer awareness.

Acknowledgement

The Board of Directors acknowledges confirmation of:

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

. Review of the efficiency and adequacy of internal control systems of the Company and
that it complies with internal rules and regulations;

. There are no material matters that affect the continuation of the Company and its ability
to continue its operations during the next financial year.

T

Chairman, Audit & Risk Committee
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Independent Auditors’ Report to the Shareholders of Taageer Finance Company SAQG
Report on the audit of the financial statements

Opinion

We have audited the financial statements of Taageer Finance Company SAQG (the Company)
set out on pages 3 to 34, which comprise the statement of financial position as at 31 December
2018, the statements of profit or loss and other comprehensive income, changes in equity and
cash flows for the year then ended, and notes comprising significant accounting policies and other
explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as at 31 December 2018, and its financial performance and its
cash flows for the year then ended in accordance with International Financial Reporting Standards
(IFRS).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (1SAs). Cur
responsibilities under those standards are further described in the Auditors’ Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the Company
in accordance with International Ethics Standards Board for Accountants Code of Ethics for
Professional Accountants (IESBA Code) tagether with the ethical requirements that are relevant
to our audit of the financial statements in the Sultanate of Oman, and we have fulfiled our other
ethical responsibilities in accordance with these requirements and the |IESBA Code. \We believe
that the audit evidence we have oblained is sufficient and appropriate to provide a basis for our
apinion.
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Key Audit Matters

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

Impairment of finance lease and factoring receivables and loans

Refer to note 3 for transition impact and note 2, 2 and 5 of the financial statements for accounting
policy, use of estimates and judgements and credit risk disclosures,

IFRS % "Financial Instruments” (IFRS 9) was adopted by the Company on 1 January 2018 and
has resulted in:

« ¢hange in accounting policies for impairment including the need for making complex estimates
and judgement over both timing and recognition of impairment;

« ftransition adjustment recognised in retained eamings on 1 January 2018, being the date of
adoption of IFRS 9,

« use of statistical models and methodologies for determination of expected credit losses;

« zignificant change in processes, data and control thal have not been subject to testing
previously; and

« new disclosure requirements regarding impact of initial application of IFRS 8 and credit quality
of the portfolio including explanation of key judgements and malerial inpuls used in
determination of expected credit losses.

Given the significance of the finance lease and factoring receivables and loans (representing 98%
of total assets) to the financial statements and the related estimation uncertainty in the computation
of expected credit losses, this is considered as a key audit matter,

Our response

Qur audit procedures, amongst others, to address significant risks associated with impairment

included;

+ Ewvaluating the appropriateness of the accounting policies adopted based on the requirements
of IFRS 9

+  Confirming our understanding of management's new or revised processes, systems and
controls implemented, including controls over expected credit losses (ECL) model
development

+ Re-performing key elements of the Company's ECL meodel calculations to assess the
reasonableness and appropriateness of the model output based on our understanding of
business and industry practice

* We involved our information and financial risk management specialists to test the relevant
General IT and Application Controls over key systems and to review the reasonableness and
appropriateness of the methodology, assumptions and key inputs including macre-economic
factors and weightages used in various components of ECL computation respactively;
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+  Performing credit risk assessment for a sample of performing and non-performing loans to test
controls over credit rating and its monitoring process;

+  Sample testing of loans and advances to customers (o determine whether significant increase
in credit risk (SICR) was appropriately identified;

+  Sample testing of management overlays in order to assess the reasonableness of the
adjustments to model and overrides;

« Testing the completeness and accuracy of the data used in the calculation of the ECL,

« We assessed the adequacy of Company's disclosures in relation to transition impact from first
time application of IFRS 9, new accounting policies, use of significant estimates and judgment
and credit quality of loans and advances by reference to the requirements of relevant
accounting standards.

Other Information

Management is responsible for the other information. The ather information comprises the Director's
report and management discussion and analysis report.

Cur opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge cbtained in the audit, or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is 2 malerial
misstatement of this other information, we are required to report that fact. We have nothing to report
in this regard.

Responsibilities of Management and Those Charged with Governance for the financial
statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS and their preparation in compliance with the relevant disclosure
requirements of the Capital Market Authority and the applicable provisions of the Commercial
Companies Law of 1974, as amended, and for such internal control as management determines
is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company's
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liguidate
the Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseaing the Company’s financial reporting
process.
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Auditors' responsibilities for the audit of the financial statements

Qur abjectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whather due to fraud or error, and to issue an auditors'
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with 1SAs will always detect a material
misstatement when il exists, Misstatements can arise from fraud or error and are considered
malerial if, individually or in the aggregate, they could reasonably be expected to influence the
aconomic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with 1SAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

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

« Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstancas, but not for the purpose of expressing an
apinion on the effectiveness of the Company’s internal control.

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

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

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

We communicate with those charged with governance regarding, among other matiers, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.
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We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and communicate with them all relationships
and other matiers that may reasonably be thought to bear on our independence, and where
applicable, related safeguards,

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

Repart on Other Lagal and Regulatory requirements

We report that the financial statements of the Company as at and for the year ended 31 December
2018, in all material respects, comply with the:

. relevant disclosure requirements of the Capital Market Authority, and

. applicable provisions of the Commercial Companies Law of 1874, as amended.

12 March 2019 KPMG
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AUDITED STATEMENT OF FINANCIAL POSITION

As at 31 December 2018

2018 2017
Note RO’000 RO’000

ASSETS
Cash and bank balances 4 1,986 2,028

Net investment in finance leases, working capital finance

and factoring receivables 5 163,377 147,476
Other receivables and prepayments 6 426 517
Deferred tax asset 18(f) 797 86
Investment in un-quoted securities 7 - 519
Vehicles and equipment 8 343 410
Statutory deposit 9 250 250
Total assets 167,179 151,286
LIABILITIES AND EQUITY

LIABILITIES

Bank overdrafts and short term loans 10 59,636 59,349
Unsecured Non convertible bonds 11(a) 6,126 -
Tax payable 18(b) 1,291 1,199
Creditors, accruals and other liabilities 13 3,049 3,348
Corporate and security deposits 12 7,031 10,092
Long term loans 11 49,550 38,665
Total liabilities 126,683 112,653
EQUITY

Share capital 14(a) 25,359 25,359
Legal reserve 14(b) 4,554 4,067
Fair value reserve 7&18(f) (441) -
Retained earnings 11,024 9,207
Total equity 40,496 38,633
Total equity and liabilities 167,179 151,286
Customers Liabilities under Guarantees 22 569 246
Net assets per share (baizas) 15 160 152

The financial statements were approved and authorised for issue by the Board of Directors on

24 January 2019 and were signed on their behalf by:
A\‘z&%ﬂ—

Chairman Director

The notes on pages 5 to 34 form an integral part of these financial statements.
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AUDITED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

For the year ended 31December

2018 2017
Note RO’000 RO’000
Income
Finance income 24 14,948 14,220
Interest expense 10-12&24 (5,457) (4,920)
Net finance income 9,491 9,300
Other operating income 17 1,516 1,081
11,007 10,381
Expenses
General and administrative expenses 16 (4,017) (3,816)
Depreciation 8 (198) (226)
(4,215) (4,042)
Profit before provision for impairment 6,792 6,339
caiitol fianga and factoring recelvabiss under EFS & 2 (1500) SRESEE
Profit before taxation 5,192 5,661
Taxation 18(a) (325) (958)
Net profit for the period 4,867 4,703
Other comprehensive income
Items that will not be reclassified to profit or loss
Movement in Fair Value Reserve (FVOCI Equity
instrument)
Equity investments at FVOCI — net change in fair value (441) (63)
Total comprehensive income for the year 4,426 4,640
Basic and diluted earnings per share (baizas) 19 19.19 18.55

The notes on pages 5 to 34 form an integral part of these financial statements.
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AUDITED STATEMENT OF CHANGES IN EQUITY

For the year ended 31December

Fair
Share Legal value Retained
capital reserve reserve earnings Total

RO’000 RO’000 RO’000 RO’000 RO’000

At 1 January 2018 25,359 4,067 - 9,207 38,633
Impact of initial application of IFRS 9 - - - - -
Restated balance at 1 January 2018 25,359 4,067 - 9,207 38,633
Transfer to impairment reserve - - - (27) (27)
Total comprehensive income for

the year

Profit for the year - - - 4,867 4,867

Other comprehensive income

Re-measurement of FVOCI financial
assets -

(441) - (441)

Total comprehensive income for

the year - - (441) 4,867 4,426
Transactions with owners:

Transfer to legal reserve [note 14(b)] - 487 - (487) -
Dividend [note 14(c)] - - - (2,536) (2,536)
Total transactions with owners - 487 - (3,023) (2,536)
At 31 December 2018 25,359 4,554 (441) 11,024 40,496
At 1 January 2017 25,359 3,597 63 7,383 36,402
Total comprehensive income for the

year

Profit for the year - - (63) 4,703 4,703
Total comprehensive income for the

year - - (63) 4,703 4,703
Transactions with owners:

Transfer to legal reserve [note 14(b)] - 470 - (470) -
Dividend - - - (2,409) (2,409)
Total transactions with owners - 470 - (2,879) (2,409)
At 31 December 2017 25,359 4,067 - 9,207 38,633

The notes on pages 5 to 34 form an integral part of these financial statements.
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AUDITED STATEMENT OF CASH FLOWS

For the year ended 31 December

2018 2017
Note RO’000 RO’000
Operating activities
Profit before taxation 5,192 5,661
Adjustments for:
Interest expense 5,457 4,920
Impairment for net investment in finance leases, working
capital finance and factoring receivables - net 5(c) 1,600 678
Depreciation 8 198 226
Profit on sale of assets (2) (7)
Provision for end of service benefits 13.1 33 28
12,478 11,506
Changes in
Net investment in finance leases, working capital finance
and factoring receivables (17,539) 4,110
Other receivables and prepayments 139 173
Creditors, accruals and other liabilities (332) (3,365)
Net cash generated from/ (used in) operations (5,254) 12,424
Income tax paid 18(d) (855) (596)
End of service benefits paid - (3)
Interest paid (5,457) (4,923)
Net cash generated from/ (used in) operating activities (11,566) 6,902
Investing activities
Purchase of vehicles and equipment 8 (131) (288)
Sale of vehicles and equipment 2 7
Statutory deposit placed - S
Net cash used in investing activities (129) (281)
Financing activities
Dividend paid (2,536) (2,409)
Long term loans (repaid)/ received — net 10,837 (24,626)
Short term loans received/ (repaid) — net 770 19,400
Corporate and security deposits received — net (3,061) 3,040
Unsecured Non convertible bonds — net 6,126 -
Net cash (used in)/ generated from financing activities 12,136 (4,595)
Net change in cash and cash equivalents 441 2,026
Cash and cash equivalents at the beginning of the period 1,079 (947)
Cash and cash equivalents at the end of the period 1,520 1,079
Cash and cash equivalents comprise of:
Cash and bank balances 4 1,986 2,028
Bank overdrafts 10 (466) (949)
1,520 1,079

Change in cash flows from financing activities (Principal)

Cash flow Cash flow from
Cash flow Cash flow from corporate Unsecured Non

fromlong from short and security Convertible
Particulars term loans term loans deposits bonds
01 January 2018 38,713 58,400 10,092 -
Additions during the period 45,700 33,570 4,429 6,150
Repayments during the period (34,810) (32,800) (7,490) -
Arrangement fee (53) (24)
30 December2018 49,550 59,170 7,031 6,126
Change in cash flows 10,837 770 (3,067) 6,126

The notes on pages 5 to 34 form an integral part of these financial statements.
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NOTES TO THE AUDITED FINANCIAL STATEMENTS

for the year ended 31 December 2018

1 Legal status and principal activities

Taageer Finance Company SAOG (the Company) is an Omani joint stock company
registered with the Ministry of Commerce on 22 October 2005. The Company was
incorporated as a closed stock Company on 24 December 2000 and was converted as
an Omani joint stock Company on 21 October 2005 by a resolution of the shareholders
passed on 27 August 2005. The Company is engaged in the business of providing
leasing, debt factoring, bridge loan and construction loans in the Sultanate of Oman. The
Company’s shares are listed on Muscat Securities Market. The registered office of the
Company is located at Al-Khuwair, Muscat, Sultanate of Oman.

The Company operates in the Sultanate of Oman with a network of five branches (2017-
five branches) and has employed 162 employees as of 31 December 2018 (2017-150
employees).

2 Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements
are set out below. These policies have been consistently applied to all the years presented,
unless otherwise stated.

2.1 Statement of compliance

These financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRS), applicable regulations of Central Bank of Oman, applicable
requirements of the Commercial Companies Law of 1974, as amended and disclosure
requirements of the Capital Market Authority of the Sultanate of Oman.

2.2 Basis of preparation

The financial statements have been prepared under the historical cost convention except
for available for sale financial asset which is carried at fair value.

The statement of financial position is presented in descending order of liquidity, as this
presentation is more appropriate to the Company’s operations.

The preparation of financial statements in conformity with IFRS requires the use of certain
critical accounting estimates. It also requires management to exercise its judgement in
the process of applying the Company’s accounting policies. Management has used its
judgments and made estimates in determining the amounts recognised in the financial
statements. The areas involving a higher degree of judgment or complexity or areas where
assumptions and estimates are significant to the financial statements are disclosed in
note 2.23. Estimates and underlying assumptions are reviewed on an ongoing basis.
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NOTES TO THE AUDITED FINANCIAL STATEMENTS

for the year ended 31 December 2018 (continued)

Revisions to accounting estimates are recognised in the year in which the estimate is
revised and in any future periods effected.

2.3 Changes in significant accounting policies:

The Company has adopted IFRS 9 ‘Financial Instruments’ and IFRS 15 ‘Revenue with
Customers’ as issued by the IASB in July 2014 with a date of transition of 1 January
2018, which resulted in changes in accounting policies and adjustments to the amounts
previously recognised in the financial statements. The Company did not early adopt any
requirements of IFRS 9 and IFRS 15 in previous periods.

IFRS 9 - Financial Instruments

As permitted by the transitional provisions of IFRS 9, the Company elected not to restate
comparative figures. Any adjustments to the carrying amounts of financial assets and
liabilities at the date of transition were recognised in the opening retained earnings of the
current period.

Consequently, for notes disclosures, the consequential amendments to IFRS 7 disclosures
have also been applied only to the current year. The comparative year disclosures repeat
those disclosures made in the prior year.

The adoption of IFRS 9 has resulted in changes in Company’s accounting policies for
recognition, classification and measurement of financial assets and financial liabilities
and impairment of financial assets. IFRS 9 also significantly amends other standards
dealing with financial instruments such as IFRS 7 ‘Financial Instruments: Disclosures’.

Set out below are disclosures relating to the impact of the adoption of IFRS 9 on the
Company. Further details on the specific IFRS 9 accounting policies applied to the current
year (as well as the previous IAS 39 accounting policies applied in the comparative
period) are described in more detail in note 2.9 below.

Classification and measurement of financial instruments

The measurement category and the carrying amount of financial assets and liabilities in
accordance with previous accounting policies under IAS 39 and IFRS 9 as at 1 January
2018 are compared as follows:
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NOTES TO THE AUDITED FINANCIAL STATEMENTS

for the year ended 31 December 2018 (continued)

31 December 2017 1 January
IAS 39 2018 IFRS 9
Measurement Carrying Measurement Carrying
category amount category amount

Financial assets Rial’000 Rial’000
Cash and bank Amortised cost (loans
balances and receivables) 2,028 Amortised cost 2,028
Investment in
finance leases - Amortised cost (loans
Note (a) and receivables) 147,476 Finance lease 147,476

Amortised cost (loans
Statutory deposit and receivables) 250 Amortised cost 250
Other financial Amortised cost (loans
receivables and receivables) 519 Amortised cost 519
Total financial
assets 150,273 150,273
Financial Liabilities
Bank borrowings Amortised cost 98,014 Amortised cost 98,014
Customers’ deposits Amortised cost 10,092 Amortised cost 10,092
Other liabilities Amortised cost 4,547 Amortised cost 4,547

Note:

a) There were no changes to classification and measurement of finance leases and
finance leases are consistently classified in accordance with IAS 17 ‘Leases’.
However, lease receivables are subject to derecognition and impairment
requirements of IFRS 9.

b) There were no changes to the classification and measurement of financial liabilities.
Reconciliation of statement of financial position balances from IAS 39 to IFRS 9

The Company performed a detailed analysis of its business models for managing financial
assets and analysis of their cash flow characteristics.

Please refer to note 2.4 for more detailed information regarding new classification
requirements of IFRS 9. The following table reconciles the carrying amounts of financial
assets, from their previous measurement category in accordance with IAS 39 to their new
measurement categories upon transition to IFRS 9 on 1 January 2018.
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IAS 39 Reclassi- Remeasurements IFRS 9
carrying fications (effect of change carrying
amount 31 in impairment) amount 1
December January
2017 2018
Rial’000 Rial’000 Rial’000 Rial’000
Amortised cost
Cash and bank balances 2,028 - = 2,028
Statutory deposit 250 - = 250
Other financial receivables 517 - - 517
Total 2,795 - - 2,795
Finance leases
Investment in finance leases 147,476 - - 147,476

Reconciliation of impairment allowance balance from IAS 39 to IFRS 9

The following table reconciles the prior period’s closing impairment allowance measured
in accordance with the IAS 39 incurred loss model to the new impairment allowance
measured in accordance with the IFRS 9 expected loss model at 1 January 2018.

IAS 39 Reclassi- Re- IFRS 9
Impairment fications measurements
/1AS 37 Impairment
Provision

Rial’000 Rial’000 Rial’000 Rial’000
Loans and receivables (IAS 39)
/ Financial assets at amortised
cost (IFRS 9)
Cash and bank balances 2,028 - - 2,028
Statutory deposit 250 - - 250
Other financial receivables 517 - - 517
Total 2,795 - - 2,795
Finance lease receivables
Investment in finance leases 147,476 - - 147,476
Total 147,476 - - 147,476

IFRS 15 Revenue from contracts with customer

IFRS 15 establishes a comprehensive framework for determining whether, how much and
when revenue is recognised. It replaces existing revenue recognition guidance, on IAS 18
Revenue, IAS 11 Construction Contracts and IFRIC 13 Customer Loyalty Programs.
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NOTES TO THE AUDITED FINANCIAL STATEMENTS

for the year ended 31 December 2018 (continued)

IFRS 15 is effective from annual periods beginning on or after 1 January 2018. The
Company has completed review of the potential impact of the adoption of IFRS15 on its
financial statements. The company adopted IFRS 15 from 1 January 2018 and there is no
significant impact on the adoption of IFRS 15.

2.4 Foreign currency transactions

The financial statements are presented in Rial Omani, rounded to the nearest thousands
which is the Company’s functional and presentation currency.

Foreign currency transactions are translated into the functional currency using the
exchange rates prevailing at the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of such transactions and from the translation at year-
end exchange rates of monetary assets and liabilities denominated in foreign currencies
are recognised in the statement of comprehensive income.

2.5 Revenue recognition

Lease in terms of which the Company assumes substantially all the risks and rewards of
ownership are classified as finance leases. Assets owned by the Company and subject to
finance leases are included in the financial statements as ‘Net investment in finance leases,
working capital finance and factoring receivablesat an amount equivalent to the present
value of the future minimum lease payments plus initial direct costs, discounted using the
interest rate implicit in the lease, and the difference between the aggregate lease contract
receivable and the cost of the leased assets plus initial direct costs is recorded as unearned
lease finance income. Initial direct costs include amounts that are incremental and directly
attributable to negotiating and arranging a lease. They exclude general overheads such as
those incurred by sales and marketing teams. Income from finance leases represents gross
earnings on finance leases allocated to the period of the lease using the net investment
method, which reflects a constant periodic rate of return. The gross return is adjusted by
way of transaction costs incurred that are directly attributable to the origination of lease
contract such as dealer commission etc. Lease processing fee charges are recognised
within interest income as part of effective interest rate.

The lease finance income is recognised in the statement of profit or loss using the effective
interest rate method. The effective interest rate is the rate that exactly discounts the
estimated future cash receipts and payments through the expected life of the financial
asset or liability to the carrying amount of the financial asset or liability. The effective
interest rate is established on initial recognition of the financial asset or liability and is not
revised subsequently.

Interest on factoring and working capital finance receivables is recognised over the
tenure of agreement. Factoring contracts are generally for a term ranging between 90
days to 180 days.
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for the year ended 31 December 2018 (continued)

Interest on past due and impaired leases, working capital finance and factoring receivables
is not recognised to income and is transferred to a reserve account. This is reversed from
reserve account and is taken to statement of profit or loss when received in cash.

Penal charges, insurance fee and other operating fees are recognised when realised.

Dividend income is recognised when the right to receive income is established. Unusually,
this is the ex-dividend date for quoted equity securities. Dividends are presented in net
trading income from other financial instruments at fair value through profit or loss or
other revenue based on the underlying classification of the equity investment.

2.6 Interest expense

Interest expense is recognised on accrual basis using effective interest rate method.

2.7 Taxation

The tax expense for the year comprises current and deferred tax and is recognised in the
statement of profit or loss. The current income tax charge is calculated in accordance
with Omani tax laws. Current tax is the expected tax payable on the taxable income for
the year, using tax rates enacted or substantively enacted at the reporting date, and
any adjustments to tax payable in respect of previous years. Management periodically
evaluates positions taken in tax returns with respect to situations in which applicable tax
regulation is subject to interpretation. It establishes provisions, where appropriate, on
the basis of amounts expected to be paid to the tax authorities.

Deferred tax is determined using tax rates (and laws) that have been or are substantially
enacted by the reporting date and are expected to apply when the related deferred tax
asset is realised or the deferred tax liability is settled. Deferred tax assets are recognised
only to the extent that it is probable that future taxable profit will be available against
which the temporary differences can be utilised. The carrying amount of deferred tax
asset is reviewed at each reporting date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or part of the deferred
income tax asset to be utilised.

2.8 Vehicles and equipment

Vehicles and equipment are stated at historical cost, less accumulated depreciation
and accumulated impairment losses, if any. Historical cost includes expenditure that
is directly attributable to the acquisition of the items. Subsequent costs are included
in the asset’s carrying amount or recognised as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to
the Company and the cost of the item can be measured reliably. All other repairs and
maintenancecostsare charged to the statement of comprehensive income during the
financial period in which they are incurred.
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Depreciation on assets is calculated using the straight-line method to allocate their cost
to their residual values over their estimated useful lives as follows:

Motor vehicles 3 years
Office and computer equipment 4 years
Furniture and fixtures 4 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate,
at each reporting date. An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater than its estimated recoverable
amount.

Gains and losses on disposal of vehicles and equipment are determined by comparing
the proceeds with the carrying amount and are recognised in the statement of profit or
loss.

2.9 Financial assets and liabilities

2.9.1 Non-derivative financial assets
Policy applicable after 1 January 2018
Classification and measurement of financial instruments

The Company classifies and measures its financial assets that are debt instruments at
amortised cost. Debt instruments are those instruments that meet the definition of a
financial liability form the issuer’s perspective, such as cash and bank balances, factoring
receivables, statutory deposit and other financial receivables.

Classification and subsequent measurement of debt instruments depend on:
> The Company’s business model for managing the asset; and
J The cash flow characteristics of the asset.

Based on the following factors, the Company classifies its debt instruments at amortized
cost:

Amortized cost: Assets that are held for collection of contractual cash flows where those
cash flows represent solely payments of principal and interest (SPPI), and that are not
designated at fair value through profit or loss (FVPL), are measured at amortized cost.
The carrying amount of these assets is adjusted by any expected credit loss allowance
recognized. Interest earned from these financial assets is recognized in the statement of
profit or loss using the effective interest rate method.
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Business model: The business model reflects how the Company manages the assets
in order to generate cash flows. That is, whether the Company’s objective is solely to
collect the contractual cash flows from the assets or is to collect both the contractual
cash flows and cash flows arising from the sale of assets. If neither of these is applicable
(e.g. financial assets are held for investment purposes), then the financial assets are
classified as part of ‘other’ business model and measured at FVOCI .

Factors considered by the Company in determining the business model for a group of
assets include past experience on how the cash flows for these assets were collected,
how the asset’s performance is internally evaluated and reported to key management
personnel, how risks are assessed and managed and how managers are compensated.
For instance, the Company may hold liquidity portfolio of assets as part of liquidity
management. This portfolio generally will be classified within the hold to collect and
sell business model. Securities held for trading are held principally for the purpose of
selling in the near term or are part of a portfolio of financial instruments that are managed
together and for which there is evidence of a recent actual pattern of short-term profit-
taking. These securities are classified in ‘other’ business model and measured at FVPL.

SPPI: Where the business model is to hold assets to collect contractual cash flows or
to collect contractual cash flows and sell, the Company assesses whether the financial
instruments’ cash flows represent solely payment of principal and interest (the ‘SPPI’ test).
In making this assessment, the Company considers whether the contractual cash flows
are consistent with a basic lending arrangement i.e. interest includes only consideration
for the time value of money, credit risk, other basic lending risks and a profit margin that
is consistent with a basic lending arrangement. Where the contractual terms introduce
exposure to risk or volatility that are inconsistent with a basic lending arrangement, the
related financial asset is classified and measured at fair value through profit or loss.

Financial assets with embedded derivatives are considered in their entirety when
determining whether their cash flows are solely payment of principal and interest.
Financial assets that do not pass SPPI criteria are measured at fair value through profit
or loss. The Company reclassifies debt investments when and only when its business
model for managing those assets changes.

IFRS 9 contains three principal classification categories for financial assets: measured
at amortized cost, fair value through other comprehensive income (FVOCI) and fair value
through profit or loss (FVTPL).

On initial recognition, a financial asset is classified and measured at; amortised cost,
FVOCI or FVTPL.
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Financial assets measured at amortised cost

A financial asset is measured at amortised cost if it meets both of the following conditions
and is not designated as at FVTPL;

The asset is held within business model whose objective is to hold assets to collect
contractual cash flows; and the contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments of principal and interest on the
principal amount outstanding.

It is initially recognised at fair value plus directly attributable transaction costs and
subsequently measured at amortised cost less impairment.

Financial assets measured at fair value through other comprehensive income
a) Debt instruments

Investment in debt instrument is measured at FVOCI only if it meets both of the
following conditions and is not designated as FVTPL;

- The asset is held within business model whose objective is achieved by both
collecting contractual cash flows and selling financial assets; and

- the contractual terms of the financial asset give rise on specified dates to
cash flows that are solely payments of principal and interest on the principal
amount outstanding.

= These debt instruments are initially recognised at fair value plus directly
attributable transaction costs and subsequently measured at fair value.
Gains and losses arising from changes in fair value are included in other
comprehensive income within a separate component of equity.

b) Equity instruments

For investments in equity instruments that are not held for trading, the Company
has made an irrevocable election at the time of initial recognition to account for the
equity investment at fair value through other comprehensive income (FVOCI). The
Company elects to present in OCI changes in the fair value of certain investments
in equity instruments that are not held for trading. The election is made on an
instrument-by-instrument basis on initial recognition and is irrevocable.

Investments

Policy applicable from 1 January 2018

Investments which are recognised in the statement of financial position includes:
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. Debt securities measured at FVOCI;

. Equity investment securities designated at FVTPL and these are at fair value with
changes recognised immediately in profit or loss;

2 Equity investment securities measured at FVOCI

For debt securities measured at FVOCI, gain and losses are recognised in ‘Other
Comprehensive income’ and when it is derecognised, the cumulative gain or loss
previously recognised in other comprehensive income is reclassified from equity to profit
or loss. The Bank elects to present in other comprehensive income the changes in the
fair value of certain investments in equity instruments that are measured at FVOCI. The
election is made on an instrument by instrument basis on initial recognition.

IFRS 9 has excluded the requirement as in IAS 39, to measure unquoted equity instruments
at cost where the fair value cannot be determined reliably. Therefore, all unquoted equity
instruments will be measured at fair value. However, in limited circumstances, cost
might be used as an estimate of fair value where most recent available information is
insufficient to determine fair value or where there is a wide range of possible fair value
measurements and cost represents the best estimate of fair value within that range

Policy applicable before 1 January 2018
i) Recognition and measurement of financial assets

The Company initially recognises loans and receivables and deposits on the date
that they are originated. All other financial assets are recognised initially on the
trade date, which is the date that the Company becomes a party to the contractual
provisions of the instrument.

The Company classifies non-derivative financial assets into the following categories:
loans and receivables and available-for-sale financial assets.

a) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. Such assets are recognised
initially at fair value plus any directly attributable transaction costs. Subsequent
to initial recognition, loans and receivables are measured at amortised cost using
the effective interest rate method, less any accumulated impairment losses. Loans
and receivables comprise net investment in finance lease, working capital finance,
factoring receivables, other receivables, statutory deposits and cash and bank
balances.
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b)

ii)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in
this category or not classified in any of the other categories.

Available-for-sale financial assets are initially recognised at fair value including
transaction costs. Such financial assets are subsequently carried at fair value,
unless fair value cannot be reliably determined in which case these financial assets
are measured at cost less accumulated impairment losses if any. Changes in the
fair value of available-for-sale financial assets are recognised in equity as “fair value
reserve”.

The fair values of quoted investments are based on current bid prices. If the
market for a financial asset is not active, and for unlisted securities, the Company
establishes fair value by using valuation techniques. These include the use of recent
arm’s length transactions, reference to other instruments that are substantially the
same and discounted cash flow analysis, making maximum use of market inputs
and relying as little as possible on entity-specific inputs.

On derecognition or impairment, the cumulative gain or loss previously recognised
in “fair value reserve” within equity, is recognised in the statement of profit or loss
for the year.

Policy applicable after 1 January 2018

Financial instruments available for sale investment will be remeasured at fair value
through other comprehensive income.

Derecognition of financial assets
Policy applicable after 1 January 2018
Derecognition other than on modification

Financial assets, or a portion thereof, are derecognised when the contractual
rights to receive the cash flows from the assets have expired, or when they have
been transferred and either (i) the Company transfers substantially all the risks and
rewards of ownership, or (ii) the Company neither transfers nor retains substantially
all the risks and rewards of ownership and the Company has not retained control.

Policy applicable before 1 January 2018

A financial asset (in whole or in part) is derecognised where:

. the right to receive cash flows from the asset have expired; or
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. the Company has transferred its rights to receive cash flows from the asset
or has assumed an obligation to pay the received cash flows in full without
material delay to a third party under a ‘pass through’ arrangement; and

g either (i) the Company has transferred substantially all the risks and rewards
of ownership, or (ii) the Company has neither transferred nor retained
substantially all the risks and rewards of the assets but has transferred control
over the asset or a proportion of the asset.

2.9.2 Non-derivative financial liabilities
Policy applicable after 1 January 2018

Financial liabilities are initially recognised at fair value, including transaction costs, and
subsequently measured at amortised cost, except for:

. Financial liabilities at fair value through profit or loss: this classification is applied
to derivatives, financial liabilities held for trading, and other financial liabilities
designated as such at initial recognition.

e Financial guarantee contracts and lease commitments

Financial guarantee contracts and lease commitments provided by the Company are
measured as the amount of the ECL allowance. The ECL allowance is recognised as a
provision.

De-recognition

Financial liabilities are derecognised when they are extinguished (i.e. when the obligation
specified in the contract is discharged, cancelled or expired).

Policy applicable before 1 January 2018

The Company initially recognises debt securities issued and subordinated liabilities on
the date that they are originated. All other financial liabilities are recognised initially on
the trade date, which is the date that the Company becomes a party to the contractual
provisions of the instrument. The Company derecognises a financial liability when its
contractual obligations are discharged, cancelled or expired.

The Company classifies non-derivative financial liabilities into the other financial liabilities
category. Such financial liabilities are recognised initially at fair value plus any directly
attributable transaction costs. Subsequent to initial recognition, these financial liabilities
are measured at amortised cost using the effective interest rate method. Other financial
liabilities comprise long term loans, bank overdrafts and short-term loans, corporate and
security deposits, creditors, accruals and other liabilities.
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2.9.3 Impairment of financial assets

Policy applicable after 1 January 2018

a)

Impairment

The Company assesses on a forward-looking basis the ECL associated with its
financial assets carried at amortised cost. The Company recognises a loss allowance
for such losses at each reporting date. The measurement of ECL reflects:

J An unbiased and probability-weighted amount;
. The time value of money; and

- Reasonable and supportable information that is available without undue
cost or effort at the reporting date about past events, current conditions and
forecasts of future economic conditions.

Policy applicable before 1 January 2018
Assets carried at amortised cost

The Company assesses at each reporting date whether there is objective evidence
that a financial asset or group of financial assets is impaired. A financial asset or
group of financial assets is impaired and an impairment loss is incurred if, and only
if, there is objective evidence of impairment as a result of one or more events that
occurred after the initial recognition of the asset (a ‘loss event’) and that loss event
(or events) has an impact on the estimated future cash flows of the financial asset
or group of financial assets that can be reliably estimated.

Objective evidence that a financial asset or group of financial assets is impaired
includes observable data that comes to the attention of the Company about the
following loss events:

c significant financial difficulty of the obligor;
. a breach of contract, such as a default in rental payment;
o the Company granting to the customer, for economic or legal reasons relating

to the customer’s financial difficulty, a concession that the lender would not
otherwise consider;

e it becoming probable that the customer will enter bankruptcy or other financial
reorganisation; and
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. observable data indicating that there is a measurable decrease in the
estimated future cash flows from a group of financial assets since the initial
recognition of those assets, although the decrease cannot yet be identified
with the individual assets in the group, including adverse changes in the
payment status of the debtor, or national or local economic conditions that
correlate with defaults on the assets in the Company.

The Company first assesses whether objective evidence of impairment exists
individually for financial assets that are individually significant, and individually or
collectively for financial assets that are not individually significant. If the Company
determines that no objective evidence of impairment exists for an individually
assessed financial asset, whether significant or not, it includes the financial asset
in a group of financial assets with similar credit risk characteristics and collectively
assesses them for impairment.

If there is objective evidence that an impairment loss on financial assets carried
at amortised cost has been incurred, the amount of the loss is measured as the
difference between the assets’ carrying amount and the present value of estimated
future cash flows (excluding future credit losses that have not been incurred)
discounted at the financial asset’s original effective interest rate. The carrying
amount of the asset is reduced through the use of an impairment allowance and
the amount of the loss is recognised in the statement of profit or loss.

The calculation of present value of estimated future cash flows of a collateralised
financial asset reflects the cash flows that may result from foreclosure less costs
for obtaining and selling the collaterals, whether or not foreclosure is probable.

For the purposes of a collective evaluation of impairment, financial assets are
grouped on the basis of similar credit risk characteristics (i.e. on the basis of the
Company’s grading process that considers asset type, industry, past-due status
and other relevant factors). Those characteristics are relevant to the estimation
of future cash flows for groups of such assets by being indicative of the debtors’
ability to pay all amounts due according to the contractual terms of the assets
being evaluated.

Future cash flows for a group of financial assets that are collectively evaluated for
impairment are estimated on the basis of the contractual cash flows associated with
the assets and the Company’s historical loss experience for assets with credit risk
characteristics similar to those in the group. Historical loss experience is adjusted
on the basis of current observable data, including peer statistics, to reflect the
effects of current conditions that did not affect the period on which the historical
loss experience is based and to remove the effects of conditions in the historical
period that do not exist currently.
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Estimates of changes in future cash flows for groups of assets should reflect, and
be directionally consistent with, changes in related observable data from period
to period (for example, payment status or other factors indicative of changes in
the probability of losses in the group and their magnitude). The methodology and
assumptions used for estimating future cash flows are reviewed regularly by the
Company and, if required, revised in order to reflect in loss estimates any changes
in actual loss experience.

When a financial asset is uncollectible, it is written off against the related provision
for impairment. Such financial assets are written off after all the necessary
procedures have been completed and the amount of the loss has been determined.
Subsequent recoveries of amounts previously written off are recognised as other
income in the statement of profit or loss in the year of receipt.

Modification of financial assets
Policy applicable after 1 January 2018

The Company sometimes renegotiates or otherwise modifies the contractual
cash flows of financial assets receivable from customers. When this happens, the
Company assesses whether or not the new terms are substantially different to the
original terms.

If the terms are substantially different, the Company derecognises the original
financial asset and recognises a ‘new’ asset at fair value and recalculated a new
effective interest rate for the asset. The date of renegotiation is consequently
considered to be the date of initial recognition for impairment calculation purposes,
including for the purpose of determining whether a significant increase in credit
risk has occurred. However, the Company also assesses whether the new financial
asset recognised is deemed to be credit-impaired at initial recognition, especially
in circumstances where the renegotiation was driven by the debtor being unable to
make the originally agreed payments.

If terms are not substantially different, the renegotiation or modification does not
result in derecognition and the Company recalculated the gross carrying amount
based on the revised cash flows of the financial asset and recognises a modification
gain or loss in the statement of profit or loss. The new gross carrying amount is
recalculated by discounting the modified cash flows at the original effective interest
rate.

Computation of expected credit losses (ECL)

The company has adopted key assumptions and judgements in addressing the
requirements of standard IFRS 9 are given below:
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: Significant increase in credit risk (SICR), which includes quantitative criteria
such as grouping of contracts, rating of customers at initial recognition and
re-rating of customers at reporting date which is considered significant
and applicable lifetime PD and qualitative criteria such as restructuring and
periodical reviews of the customers.

. Definition of default and credit-impaired contracts.
. Computation of ECL allowance, inputs, assumptions and estimations.
c Information of forward- looking criteria’s incorporated in expected credit

losses (ECL) model such as micro-economics variables
Significant increase in credit risk (SICR)

While determining the credit risk of the customer which has increased significantly
from the initial recognition, the company will review contracts on quantitative and
qualitative information which will include forward looking and market information.
The customers past history and records will be reviewed by periodical risk evaluation.

The company will review the existing rating given at initial recognition and assign
rating at review dates based on quantitative and qualitative information while
assessing significant change or increase in credit risk.

The company reviews and restructuresfacilities based on review of customers
financial and cash flow position to maximise recoveries and collections from the
customers and facilitate them manage their cash flows efficiently. These contracts
are marked as restructured and mapped as qualitative indicator in ECL model and
reviewed periodically.

Definition of Default
The company shall consider the customer under default under IFRS 9 if;
. The days past due (DPD) is more than 89 days;

c The customer is flagged as default when the customer’s probability of
non-payment is increased or unlikely of payment of credit obligation under
qualitative norms.

Computation of expected credit losses (ECL)

The key inputs for computation of ECL are given below;

. Exposure at Default (EAD)
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J Probability of default (PD)
> Loss Given Default (LGD
Exposure at Default (EAD)

EAD represents expected exposure in the event of default. The company will
discount all future cash flows to arrive at present value of the contract to arrive at
EAD. The Exposure at Default (EAD) is the discounted amount of a financial asset
at default.

Probability of default (PD)

The PD rates are calculated with the historical flow rates and with the statistical
tools using micro-economics variables designed for retail products at a given time.
The PD rates are determined with the internal risk rating mapped with the external
ratings for corporate products.

Loss Given Default (LGD)

LGD is the likely loss in the event of default. The company calculates LGD by using
historical collection efficiency.Loss given default (LGD) is the component where it
specifies the rate at which the default is likely to occur.

Information of forward-looking criteria’s incorporated in expected credit
losses (ECL) computation

In IFRS 9, the company has incorporated forward looking parameters in increase
in significant credit risk using historical flow rates and mapping of micro-economic
variables to estimate the relationship using statistical tools to arrive at PD rates
for retail sector. The key variables include CPIl index and flow rates.The internal
rating are mapped with external ratings to arrive at the assumptions for PD rates
for corporate sector.

Expected Credit Losses (ECL)

The calculation of the expected credit losses (ECL) is impacted by number of factors
given below;

. Transfer of stage 1 to stage 2 or stage 3 due to significant changes in credit
losses and subsequent movement from 12-month PD rates to Life-time PD
rates

o Allowance for ECL recognised for the new financial assets and de-recognised
in case of release of the ECL during the period.
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. Changes in ECL calculation due to changes in PD rates, LGD rates, EAD due
to changes in the portfolio and new values entered in the ECL model during

the period

. Change in ECL due to new assumptions and updation in the model during the
period

. Change in time value of the financial instrument.

. Change in ECL due to closure of financial instruments and fresh recognition

of the assets
Important accounting judgements and estimations

The calculation of the expected credit loss (ECL) allowance for finance lease
receivables requires the use of statistical models and use of assumptions with
respect to forecasted micro-economic conditions, external ratings and credit risk
behaviour and changes which may result in the likeness of the contracts defaulting
and resulting in losses.

Grouping of related financial assets for calculating ECL allowance

The related financial assets are grouped in the calculating the ECL based on the
asset type product in the model which are retail and corporate.

Policy applicable before 1 January 2018

The Company may restructure / reschedule loans at the request of customers.
This may involve extending the payment arrangements and the agreement of new
loan conditions. Once the terms have been renegotiated, the loan is no longer
considered past due subject to regulatory guidance. Management continuously
reviews renegotiated loans to ensure that all criteria are met and that future
payments are likely to occur. The loans continue to be subject to an individual
or collective impairment assessment, calculated using the loan’s original effective
interest rate.

2.10 Impairment of non-financial assets

The carrying amounts of the Company’s non-financial assets other than deferred tax
assets, are reviewed at each reporting date to determine whether there is any indication
of impairment. If any such indication exists, then the asset’s recoverable amount is
estimated. An impairment loss is recognised if the carrying amount of an asset exceeds
its estimated recoverable amount.

The recoverable amount of an asset is the greater of its value in use and its fair value less
costs to sell. In assessing value in use, the estimated future cash flows are discounted to
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their present value using a pre-tax discount rate that reflects current market assessments
of the time value of money and the risks specific to the asset.

2.11 Cash and cash equivalents

Cash and cash equivalents include cash in hand and current account with banks including
deposits with a maturity of three months or less from the date of placement. 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 equivalents for the
purpose of the statement of cash flows.

2.12 Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the
issue of ordinary shares are recognised as a deduction from equity, net of any tax effects.

2.13 Borrowings

Borrowings, which include corporate and security deposits, are recognised initially at fair
value, net of transaction costs incurred. Borrowings are subsequently stated at amortised
cost; any difference between the proceeds (net of transaction costs) and the redemption
value is recognised in the statement of profit or loss over the period of the borrowings
using the effective interest rate method.

2.14 End of service benefits and leave entitlements

End of service benefits are accrued in accordance with the terms of employment of
the Company employees at the reporting date, having regard to the requirements of
the Oman Labour Law 2003, as amended. Employee entitlements to annual leave are
recognised when they accrue to employees and an accrual is made for the estimated
liability for annual leave as a result of services up to the reporting date. The accrual
relating to annual leave and leave passage is disclosed as a current liability, while that
relating to end of service benefits is disclosed as a non-current liability. The obligation is
calculated using the projected unit credit method and is discounted to its present value.

Contributions to a defined contribution retirement plan for Omani employees in
accordance with the Omani Social Insurance Law of 1991 are recognised as an expense
in the statement of profit or loss as incurred.

2.15 Creditors, accruals and other liabilities

Creditors, accruals and other liabilities are recognised initially at fair value and subsequently
measured at amortised cost using the effective interest rate method. Liabilities are
recognised for amounts to be paid for goods and services received, whether or not billed
to the Company.
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2.16 Segment reporting

An operating segment is a component of the Company that engages in business activities
from which it may earn revenues and incur expenses, including revenues and expenses
that relate to transactions with any of the Company’s other components, whose operating
results are reviewed regularly by the chief operating decision maker to make decisions
about resources allocated to the segment and assess its performance, and for which
discreet financial information is available. Segment results that are reported to the chief
operating decision maker include items directly attributable to a segment as well as
those that can be allocated on a reasonable basis.

The Company is engaged in leasing activities, all of which are carried out in the Sultanate
of Oman. Although the Company has retail and corporate customers, the entire lease
portfolio is managed internally as one business unit. All the Company’s funding and
costs are common and are not allocated between these two portfolios. The financial
information that can be separately recognised for retail and corporate portfolios has
been disclosed in note 24to these financial statements.

2.17 Dividend distribution

Dividend distribution to the Company’s shareholders is recognised as a liability in the
financial statements in the period in which the dividends are approved by the Company’s
shareholders.

2.18 Earnings per share

The Company presents basic and diluted earnings per share (EPS) data for its ordinary
shares. Basic EPS is calculated by dividing the profit or loss attributable to ordinary
shareholders of the Company by the weighted average number of ordinary shares
outstanding during the period. Diluted EPS is determined by adjusting the profit or loss
attributable to ordinary shareholders and the weighted average number of ordinary shares
outstanding for the effects of all dilutive potential ordinary shares.

2.19 Directors’ remuneration and sitting fees

The Directors’ remuneration is governed as set out in the Commercial Companies Law,
regulations issued by the Capital Market Authority and the Articles of Association of the
Company.

The Annual General Meeting determines and approves the remuneration and the sitting
fees for the Board of Directors and its sub-committees provided such fees, in accordance
with Article 106 of the Commercial Companies Law of 1974 as amended, shall not exceed
5% of the annual net profit after deduction of the legal reserve and the optional reserve
and the distribution of dividends to the shareholders provided that such fees does not
exceed RO 200,000. The sitting fee for each Director does not exceed RO 10,000 in one
year.




TaageerFinance e e

NOTES TO THE AUDITED FINANCIAL STATEMENTS

for the year ended 31 December 2018 (continued)

2.20 Offsetting

Financial assets and financial liabilities are only offset and the net amount reported in
the statement of financial position when there is a legally enforceable right to set off the
recognised amounts and the company intends to either settle on a net basis, or to realise
the asset and settle the liability simultaneously.

2.21 Provisions

Provisions are recognised when the Company has a present (legal or constructive)
obligation arising from a past event, and the costs to settle the obligation are both
probable and able to be reliably measured.

2.22 Commitments

Commitments for outstanding forward foreign exchange contracts are disclosed in the
financial statements at contracted rates. Lease commitments are stated at contracted
values at year end.

2.23 Fair value estimates

The fair value of financial assets and liabilities that are not traded in an active market is
determined by using estimated discounted cash flows.

The nominal value less impairment provision of other receivables and payables are
assumed to approximate their fair values. The fair value of borrowing for disclosure
purposes is estimated by discounting the future contractual cash flows at the current
market interest rate that is available to the Company for similar financial instruments.

2.24 Significant accounting estimates and judgements

The preparation of financial statements in conformity with IFRSs requires the use of certain
critical accounting estimates. The estimates and associated assumptions are based on
historical experience and various other factors that are believed by the Company to be
reasonable under the circumstances, the results of which form the basis of making the
judgments about carrying values of assets and liabilities that are readily apparent from
other sources. Actual results may differ from these estimates.

Estimates and judgements are continuously evaluated and are based on historical
experience and other factors, including expectations of future events that are believed
to be reasonable under the circumstances. The estimates and assumptions that have a
significant risk of causing a material adjustment to the carrying amounts of assets within
the next financial period are discussed below:
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a)

b)

c)

Fair value estimation

For investments traded in organised financial markets, fair value is determined by
reference to quoted market bid prices at the close of business on the statement
of financial position date, adjusted for transaction costs necessary to realise the
asset.

For unquoted investments a reasonable estimate of the fair value is determined by
reference to the market value of a similar investment or is based on the expected
discounted cash flows determined on the basis of historical dividends. The fair
value of interest-bearing items is estimated based on discounted cash flows using
interest rates for items with similar terms and risk characteristics.

Impairment losses on net investment in finance leases, working capital finance
and factoring receivables

In order to assess the impairment, the Company follows guidelines issued by Central
Bank of Oman and the requirements of applicable IFRSs. The measurement of the
expected credit loss allowance for financial assets and finance lease receivables is
an area that requires the use of complex models and significant assumptions about
future economic conditions and credit behaviour (e.g. the likelihood of customers
defaulting and the resulting losses).

A number of significant judgements are also required in applying the accounting
requirements for measuring ECL, such as:

J Determining criteria for significant increase in credit risk.

. Choosing appropriate models and assumptions for the measurement of ECL
and

J Establishing groups of similar financial assets for the purposes of measuring
ECL.

Deferred taxation

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

Significant management judgment is required to determine the amount of deferred
tax assets that can be recognised, based upon the likely timing and level of future
taxable profits together with future tax planning strategies.

2.25 New standards and interpretations not yet adopted

Certain new accounting standards and interpretations have been published that are
mandatory for the Company’s accounting periods beginning on or after 1 January 2019
and have not been early adopted by the Company. The Company’s assessment of the
impact of these new standards and interpretations is set out below.

IFRS 16 Leases

IFRS 16 introduces a single, on-balance sheet lease accounting model for lessees. A
lessee recognises a right-of-use (ROU) asset representing its right to use the underlying
asset and a lease liability representing its obligation to make lease payments. There
are optional exemptions for short-term leases and leases of low-value items. Lessor
accounting remains similar to the current standard —i.e. lessors continue to classify leases
as finance or operating leases. IFRS 16 replaces existing leases guidance, including
IAS 17 Leases, IFRIC 4 determining whether an Arrangement contains a Lease, SIC-15
Operating Leases — Incentives and SIC-27 Evaluating the Substance of Transactions
Involving the Legal Form of a Lease.

The standard is effective for annual periods beginning on or after 1 January 2019. Early
adoption is permitted. The Company is in the process of assessing the potential impact
of IFRS16 on its financial statements.

3 Financial risk management
3.1 Financial risk factors

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

The Company aims to follow a strategy of minimising risk in order to reduce its vulnerability
to adverse market conditions and this is reflected in the risk appetite set by the Board
of Directors and implemented by management. The low assumption of risk is mainly
achieved through diversification of the asset portfolio.
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The Company has risk management function to oversee the risk management programme.
In addition, oversight is provided by the Asset Liability Management Committee which
includes representation from credit, treasury and risk management function. The
Company has independent policies and procedures which address credit risk, liquidity
risk and market risk, which arise from the Company’s business.

(a)

(i)

(ii)

(iii)

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates
and financing rates 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 optimising the
return on risk.

Price risk

Price risk is a risk that fair value of financial instrument will fluctuate because of
changes in market prices (other than those arising from interest rate risk or foreign
currency risk). As at 31December 2018, a 5% change in the fair value of FVOCI asset
will result in NIL (2017- RO 25,950) change in the Company’s fair value reserve and
net equity of the Company.

Foreign currency risk

Foreign currency risk is the risk arising from future commercial transactions or
recognised financial assets or liabilities being denominated in a currency that is not
the Company’s functional currency. The majority of the Company’s transactions
are denominated in the functional currency. Accordingly, foreign exchange risk is
considered to be minimal.

Interest rate risk

Interest rate risk is the uncertainty of future earnings resulting from fluctuations in
interest rates. The risk arises when there is a mismatch in the assets and liabilities,
which are subject to interest rate adjustment within a specified period. The most
important sources of interest rate risk are the Company’s borrowings where
fluctuations in interest rates, if any, are reflected in the results of operations.

Interest rate gap is a common measure of rate risk. A positive gap occurs when
more assets than liabilities are subject to rate change during a prescribed period of
time. A negative gap occurs when liabilities exceed assets subject to rate changes
during a prescribed period of time. It includes the Company’s financial instruments
at carrying amounts, categorised by the earlier of contractual repricing or maturity
dates.
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(b)

The Company’s leasing activities carry fixed rate of interest, hence, these activities
do not expose the Company to interest rate risk. Borrowings at variable rates of
interest expose the Company to cash flow interest rate risk. The interest rates on
short-term borrowings with banks are subject to change upon re-negotiation of
the facilities, which takes place on an annual basis in the case of overdrafts and
at more frequent intervals in the case of short-term loans. The Company does not
hedge against its cash flow and fair value interest rate risk.

The Company uses sensitivity analysis to analyse variable cost of borrowings.
Management estimates that the Company’s variable interest costs are sensitive
to the extent that a change in 50 basis points in the average funding cost would
change interest cost on borrowings by RO 0.581 million (2017- RO 0.541 million).
The Company’s exposure to interest rate risk is shown under note 25(a) to these
financial statements.

Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge
an obligation and cause the other party to incur a financial loss. Credit risk is
crucial for the Company’s business; therefore, management carefully manages its
exposure to credit risk.

Credit risk measurement

The estimation of credit exposure for risk management purposes is complex
and requires the use of models, as the exposure varies with changes in market
conditions, expected cash flows and the passage of time. The assessment of
credit risk of a portfolio of assets entails further estimations as to the likelihood of
defaults occurring, of the associated loss ratios and of default correlations between
counterparties. The Company measures credit risk using Probability of Default (PD),
Exposure at Default (EAD) and Loss Given Default (LGD).

The Company uses a ‘three-stage’ model for impairment based on changes in
credit quality since initial recognition as summarised below:

o A financial instrument that is not credit-impaired on initial recognition is
classified in ‘Stage 1’ and has its credit risk continuously monitored by the
Company.

C If a significant increase in credit risk (‘SICR’) since initial recognition is
identified, the financial instrument is moved to ‘Stage 2’ but is not yet deemed
to be credit-impaired.



ANNUAL REPORT 2018 TaageerFinance

NOTES TO THE AUDITED FINANCIAL STATEMENTS

for the year ended 31 December 2018 (continued)

If the financial instrument is credit-impaired, the financial instrument is then
moved to ‘Stage 3’.

Financial instruments in Stage 1 have their ECL measured at an amount equal
to the portion of lifetime expected credit losses that result from default events
possible within the next 12 months. Instruments in Stages 2 or 3 have their
ECL measured based on expected credit losses on a lifetime basis.

A pervasive concept in measuring ECL in accordance with IFRS 9 is that it
should consider forward- looking information.

Purchased or originated credit-impaired financial assets are those financial
assets that are credit-impaired on initial recognition. Their ECL is always
measured on a lifetime basis (Stage 3).

The key judgements and assumptions adopted by the Company in addressing the
requirements of the standard are discussed below:

Significant increase in credit risk, including quantitative (e.g. for each group
of assets, lifetime PD band at initial recognition and increase in lifetime PD
at reporting date which is considered significant) and qualitative criteria (e.g.
restructuring).

Definition of default and credit-impaired assets.

Measuring ECL - Explanation of inputs, assumptions and estimation
techniques.

Forward-looking information incorporated in the ECL models (inc. economic
variable assumptions and sensitivity analysis).

Grouping of instruments for losses measured on a collective basis.

The Company’s credit policy aims to ensure that the target portfolio credit loss will
be less than 1% of the portfolio increase for the current year. The Board of Directors
periodically reviews this loss norm along with the management.
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Credit risk in the case of the retail portfolio is assessed at the inception of the lease
on the basis of the net disposable income of the counterparty, stability of employment
in case of salaried clients and income levels from business /other sources for other
categories of customers.

3.1.1 Impairment

The below table shows comparison of provision held as per IFRS9 and required as per

CBO norms:
As per CBO As per  Difference
Norms IFRS 9
Provisions required as per CBO norms/ 9,586 11,466 (1,880)
Allowance for ECL (RO’000)
NPL ratio 2018 As per CBO As per Difference
Norms IFRS 9
Gross NPL ratio (percentage) 9.45 9.45 -
Net NPL ratio (percentage) 4.20 5.77 1.57
NPL ratio 2017 As per CBO As per  Difference
Norms IFRS 9
Gross NPL ratio (percentage) 7.93 7.93 -
Net NPL ratio (percentage) 3.84 4.65 0.82

Further information on the measurement of the impairment allowance under IFRS 9 can
be found in note 2.3.

Based on the assessment undertaken to date, the existing provision for impairment as at
31 December 2018 is equal to the total estimated provision requirement on adoption of
IFRS 9. However, this will be reassessed periodically and appropriately dealt with as per
requirements.

i) Credit risk control and mitigation policies

The Company has established credit policies and procedures to manage credit
exposure including evaluation of lease, credit worthiness, credit approvals,
assigning credit limits, obtaining securities such as lien on title on leased assets,
security deposits, personal guarantees and mortgages over properties.

ii) Credit risk control and mitigation policies

Exposure to credit risk is managed through regular analysis of the ability of lessees
to meet repayment obligations.
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Working capital finance and factoring receivables includes amounts advanced to
clients in respect of debts factored interest on the amounts advanced and related
charges. In the event of default in settlement of debts factored by customers of the
client, the Company has recourse to the client.

The Company has clear policies in place to identify early warning signals and to
initiate appropriate and timely remedial actions. Some of the early warning indicators
are listed below:

J frequent dishonour of cheques;

. inability to reach the customer over phone or in person;

. lack of response to written communications;

J utilised limits in excess of authorised limits as disclosed by BCSB data;
. inability to obtain current financials; and

C adverse market feedback.

Maximum exposure to credit risk before collateral held or other credit enhancements:

2018 2017
RO 000 RO 000
Exposure
Bank balances 1,898 1,969
Statutory deposit 250 250
Net investment in finance leases, working capital
finance and factoring receivables 163,377 147,476
Investment in un-quoted securities - 519
Other receivables 123 96
Total exposure 165,648 150,310

The above table represents a worst case scenario of credit risk exposure of the
Company at 31 December 2018 and 2017 without taking into account any collateral
held. The Company holds enforceable collaterals against net investments in finance
lease to mitigate credit risk exposure.

Management is confident in its ability to continue to control and sustain acceptable
exposure of credit risk to the Company resulting from its net investment in finance
leases, working capital finance and factoring receivables, statutory deposits and
advances. For bank balances and security deposits, the Company deals with banks
having a minimum short-term grading of P-3.
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iv)

Concentration of credit risk

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

Concentrations of credit risk (whether on or off statement of financial position) that
arise from financial instruments exist for groups of counter-parties when they have
similar economic characteristics that would cause their ability to meet contractual
obligations to be similarly affected by changes in economic or other conditions.
The analysis of credit risk is given below:

Customer concentration 2018 2017
RO 000 RO 000

Gross investment in finance leases:

Individual 92,221 94,575

Corporate 79,327 77,700

171,548 172,275

Working capital finance and factoring receivables:
Corporate 28,212 10,190

Economic sector concentration of gross investment in finance leases, working
capital finance and factoring receivables

2018 2017
RO 000 RO 000

Gross investment in finance leases:
Manufacturing 16,366 7,713
Trading and construction 15,979 9,722
Services 46,982 60,265
Individual 92,221 94,575

171,548 172,275

Working capital finance and factoring receivables:

Manufacturing 3,929 609
Trading and construction 15,490 3,968
Services 8,793 5,613

28,212 10,190
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c)

d)

Geographical concentration

The Company only carries out business within the Sultanate of Oman and
geographical exposure is within the country.

Liquidity risk

Liquidity risk is the risk that the Company will be unable to meet its net funding
requirements. Liquidity risk can be arise by market disruptions or credit downgrades,
which may result in unavailability of certain sources of funding.

Sources of funding are regularly reviewed by the management, diversification
through long-term and short-term borrowings, increasing the number of lenders,
developing additional products like corporate deposits, seeking fixed interest rates
for longer tenure, etc.

Fund management has been carried out by treasury function. It includes managing
and monitoring day to day cash flows and funding needs. This is achieved through
maintaining approved credit facilities to cover net future funding needs and
monitoring cash flows projections. The maturity profile of the Company’s financial
liabilities is set out under note 25(b) to these financial statements.

Operational Risk

The Operational risk is defined as the risk of direct or indirect loss which may arise
due to several reasons associated with the operations of the company such as
internal processes, individuals , infrastructure and technology, and due to reasons
arising out of external factors other than company’s credit processes, market and
liquidity risks. Operational risks arise from all of the Company’s operations and
external factors and are faced by the business entity.

The Company’s primary objective is to put in place the necessary internal controls,
periodic internal audits, checks and controls, technology updates and reviews
to minimise operational risk. Specific audits by the company’s internal auditors
reviews and reports directly to the Audit & risk Committee members.

The company undertakes responsibility to implement internal checks and controls
to mitigate operational risk by the following;

i) Adherence to maker checker policy and delegation of powers by having
proper approval matrix

ii) Timely reconciliations and regular reviews of accounts

i) Documentation of policies, controls, procedures and manuals

iv) Compliance with legal, statutory requirements and corporate governance.

iv)  Develop business ethics and standards
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3.2 Fair values estimation

The carrying amounts, less any estimated credit adjustments, for financial assets and
liabilities with a maturity of less than one year are assumed to approximate their fair
values. The fair values of long-term bank borrowings is considered to approximate their
carrying amounts as these carry interest rates in line with current market rates or interest
rates linked to LIBOR. The fair value of fixed deposits is not considered to be materially
different from their carrying amount in view of the duration of these deposits which does
not exceed 2 years. Carrying amounts of fixed deposits reasonably approximates fair
value.

Except for available for sale financial asset, the Company’s financial instruments are
not carried in the statement of financial position at fair value. The Company’sallfinancial
assets (other than available for sale financial assets) and financial liabilities are carried in
the statement of financial position at amortised cost.

3.3 Capital management

The Company’s objectives when managing capital are to safeguard the Company'’s ability
to continue as a going concern in order to provide returns for shareholders and benefits
for other stakeholders and to maintain an optimal capital structure to reduce the cost of
capital.

In order to maintain the capital structure and to confirm to regulations, the Company may
take appropriate strategic decisions.

The Company has complied with CBO requirements of maintaining minimum paid up
capital of RO 25 million.

Gearing ratio

The Company’s Board Executive Committee reviews the capital structure on a quarterly
basis. As part of this review, the committee considers the cost of capital and the risks
associated with each class of capital. The Company has a limit of gearing ratio of 5 times
as stipulated by the Capital Adequacy norms specified by the Central Bank of Oman.

The gearing ratio including proposed cash dividend for the year was as follows:

2018 2017
RO 000 RO 000

Total liabilities (RO000) 126,683 112,653
Net equity (RO000) 40,496 38,633
Net debt to net equity ratio (times) 3.13 2.92
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4 Cash and bank balances

2018 2017

RO 000 RO 000

Current accounts 1,898 1,969
Cash in hand 88 59
1,986 2,028

5 Netinvestmentin finance leases, working capital finance and factoring
receivables

2018 2017

RO 000 RO 000

Gross investment in finance lease 171,548 172,275
Working capital finance and factoring receivables 28,212 10,190
Unearned finance income (refer ‘b’) (25,241) (25,861)
174,519 156,604

Allowance for Expected credit losses (ECL) / Impairment allowance (11,142) (5,684)
Unrecognised contractual income - (1,069)
General provision held - (2,375)

163,377 147,476

(@) The table below represents analysis of gross lease and working capital receivables
and present value of lease and working capital receivables for each of the following
periods:

Upto1 1yearto
year 3years >3 years Total

RO 000 ROO000 ROO0O00 RO 000
At 31 December 2018
Gross investment in lease, working capital
finance and factoring receivables 85,906 81,231 32,623 199,760
Present value of gross investment in
finance lease, working capital finance
and factoring receivables 75,052 70,967 28,500 174,519

At 31 December 2017

Gross investment in lease, working capital

finance and factoring receivables 70,864 75,505 36,096 182,465
Present value of gross investment in

finance lease, working capital finance

and factoring receivables 60,820 64,804 30,980 156,604
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(b)

The movement of unearned finance income during the period was as follows:

2018 2017

RO 000 RO 000

At 1 January 25,861 25,788
Additions during the period 14,328 13,860
Recognised during the period (14,948) (13,787)
At 31 December 25,241 25,861

The movement in the provision and reserve interest for impairment of net investment
in finance lease, working capital finance and factoring receivables during the period
was as follows:

Details CBO Provisions and Allowance Difference
Reserve Interest for ECL

At 1 January 6,753 8,800 (2,047)

At 31 December 9,586 11,466 (1,880)

As a matter of policy, the Company considers waiver / write-off or settlement only
in such cases where it is satisfied that the recovery of the full outstanding liabilities
from the borrower is not possible in the normal course of business or out of the
securities realisation or through enforcement of the guarantee (wherever available)
and that legal action will not yield higher recoveries after considering the time and
costs involved.

Proposals for waivers / write-offs are not formula driven and are decided on a
case by case basis after weighing all pros and cons. The rationale is invariably
documented. In all cases, the Company aims to recover the maximum value through
enforcement of collaterals / guarantees of guarantors, etc.

At 31 December 2018, stage 3 lease contract receivables and working capital
receivables on which interest has been reserved or on which interest is not being
accrued amount to approximately RO 16.486 million (2017 - RO 12.415 million).
Interest is reserved by the Company against net investment in finance leases,
working capital finances and factoring receivables, which are under stage 3, to
comply with the rules, regulations and guidelines issued by the CBO and IFRS 9.

As per the calculations given by CBO extant guidelines, the Company has made
provision against impaired assets, which are secured against leased assets. At 31
December2018, impairment losses would have increased by RO 3.557 million (2017
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(d)

- RO 3.473 million) had benefit of collateral not been obtained by the Company
for the impaired leases. Out of the total provision of RO9.586 million (2017 - RO
6.753 million) for impairment, RO 8.097 million (2017- RO 5.684 million) is against
specific impaired finance leases and RO 1.489 million (2017- RO 1.069 million) is
unrecognised contractual income.

The Company also takes into account the regulations issued by the Central Bank
of Oman for assessing the provisioning requirements and calculation of Expected
credit losses (ECL) as per IFRS 9. The standard accounts and rentals overdue by 1
day but less than 31 days are considered as stage 1 accounts, rentals overdue by
31 days but less than 90 days are considered as stage 2 accounts and accounts
over 90 days are considered as stage 3 accounts.In case of stage 1 and stage 2
accounts falling under qualitative classification due to other objective information,
will be classified as stage 3.

The increase in stage 3 portfolio in the year 2018 is mainly due to non - receipt
of receivables by the contractors / sub-subtractors and delay in payments by the
contractorsThereby defaults have been increased as a result of non-payment and
cheque returns by the customers.

An analysis of portfolio under different stages of net investment in finance leases,
working capital finance and factoring receivablesis summarised below:

2018 2017
RO 000 RO 000
Portfolio under stages
Stage 1 (performing)/ Standard 145,215 129,279
Stage 2 (underperforming)/ Past-due not impaired 12,818 14,910
Stage 3 / Impaired 16,486 12,415
Gross investment in finance leases, working capital
finance and factoring receivables 174,519 156,604
Allowance for Expected credit losses (ECL) /
Impairment allowance (11,142) (5,684)
Unrecognised contractual income - (1,069)
General provision held - (2,375)

Net investment in finance leases, working capital

finance and factoring receivables 163,377 147,476
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(e) Past due but not impaired

Past due up to 30 days
Past due 31 - 60 days
Past due 61 -89 days

2018 2017
RO 000 RO 000
13,899 12,333
7,103 6,794
4,973 6,180
25,975 25,307

()  Allowance for ECL on net investment in finance leases, working capital finance and

factoring receivables

Stage 1
Stage 2
Stage 3

2018 2017
RO 000 RO 000
1,675 757
2,454 2,492
7,013 SASN|
11,142 8,800

(@) Netinvestment in finance leases, working capital finance and factoring receivables

rescheduled / restructured

Restructuring activities include extended payment arrangements, approved external
management plans, modification and deferral of payments. Restructuring policies
and practices are based on indicators or criteria, which, in the judgment of local
management, indicate that payment will most likely continue. These policies are
continuously reviewed. Restructured / rescheduled loans amounted to RO 668,750
at 31 December 2018 (2017- RO. 1,695,058). Out of those, one contract (2017 -
one contract) amounting to RO 108,832 (2017-RO. 64,271) is classified as on 31

December 2018.

6 Other receivables and prepayments

2018 2017

RO 000 RO 000

Prepaid expenses 171 146
Unamortised dealer commission 132 275
Other receivables 447 336
750 757

Allowance for ECL against other receivables (refer 6.(a)) (318) (240)

Allowance for ECL against counter guarantees given to
banks (refer 22)

(6) A
426 517
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(@) Allowance for ECL for impairment against other receivables includes provision
held against legal fee and other charges recoverable from various individual and
corporate parties under litigations.

7 Investment in unquoted securities

2018 2017
RO 000 RO 000
The Arab Leasing Company Limited - 519

The movement in unquoted securities classified as fair value through other comprehensive
Income(FVOCI) investment during the year is as follows:

As at 1 January 519 582
Re-classification of investment in unquoted securities (519) (63)
As at31 December 519

8 Vehicles and equipment

Motor Office and
computer Furniture
Vehicles equipment and fixtures Total
RO 000 RO 000 RO 000 RO 000

Cost

At 1 January 2018 71 1,197 521 1,789
Additions during the year - 122 9 131
Disposals during the year (12) - - (12)
At 31 December 2018 59 1,319 530 1,908

Accumulated depreciation

At 1 January 2018 44 929 406 1,379
Charge for the period 10 141 47 198
Disposals during the period (12) - - (12)
At 31 December 2018 42 1,070 453 1,565

Net book value

At 31 December 2018 17 249 77 343
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Motor  Office and

computer Furniture

Vehicles equipment and fixtures Total

RO 000 RO 000 RO 000 RO 000
Cost
At 1 January 2017 71 992 468 1,531
Additions during the period 30 165 93 288
Disposals during the year (30) - - (30)
At 31 December 2017 71 1,157 561 1,789
Accumulated depreciation
At 1 January 2017 71 719 393 1,183
Charge for the period 3 170 53 226
Disposals during the year (30) - - (30)
At 31 December 2017 44 889 446 1,379
Net book value
At 31 December 2017 27 268 115 410

9 Statutory deposit

The Company is required to maintain a deposit of RO 250,000(2017- RO 250,000) with
the Central Bank of Oman in accordance with the applicable licensing regulations.
During the year, the deposit earned interest at the rate of1% (2017- 1%) per annum. The
Company is in compliance with the requirement of FM 29 circular dated 15 June 2011.

10 Bank overdrafts and short-term loans

The Company availed short term borrowing facilities from various commercial banks.
The contractual limits of these borrowings are approximately RO 66.20 million (2017-
RO 68.80million), which are entirely secured against pari-passu charges over net
investmentin finance leases, working capital finance and factoring receivables. Interest
on bank overdraft and short-termbankloans ranged between 3.00% to 6.00% (2017-
3.00% to 6.00%) per annum. Maturities of the bank overdrafts and short-term loans are
disclosed in note 25(b) to these financial statements.
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The table below indicates the composition of the bank overdrafts and short-term loans
as at 31 December:

2018 2017

RO 000 RO 000

Bank overdrafts 466 949
Short-term loans 59,170 58,400
59,636 59,349

11 Long-term loans

The Company has entered into long term loan facility agreements with commercial
banks. The aggregate contractual limits of long term loans is RO 73.211 million (2017-
RO 60.715 million). These loans carry interest at rates ranging between 4.40% to 5.90%
(2017- 4.40% to 5.70%) per annum and are secured by a pari-passucharge over the total
assets of the Company. The maturity dates of the aforementioned facilities range from
January 2019 to December 2021.

2018 2017

RO 000 RO 000

Terms Loans 49,603 38,713
Arrangement fee (53) (48)
49,550 38,665

Current portion of long term loans as at 31 December 2018 amounted to RO 28.189
million (2017- RO 28.720 million).

There is no default or breach of terms and conditions of the loan agreements during the
period ended 31 December 2018 and 2017.

11 (a) Unsecured Non-convertible bonds

The company issued unsecured non-convertible bonds for an amount of RO 6.150 million
on 22 May 2018. As on 31 December 2018, the amount is RO. 6.150 million (December
2017 — Nil). The coupon rate is 5.00% (December 2017 — Nil) per annum. These bonds
are issued for a period of 2 years.
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2018 2017

RO 000 RO 000

Issue of Bonds 6,150 -
Arrangement fee (24) 1
6,126 -

12 Corporate and security deposits

2018 2017

RO 000 RO 000

Corporate deposits 6,533 9,990
Security deposits 498 102
7,031 10,092

The Company accepts term deposits from corporate customers in accordance with the
Central Bank of Oman guidelines for a minimum period of 6 months. The interest rates on
corporate and security deposits range between 2.75%to 5.25% per annum (2017-2.75%
to 5.25% per annum).

Security deposits are obtained against the net investment in finance leases, working
capital finance and factoring receivables and include a deposit of RO 2,000 (2017- RO
2,000) which is interest free.

13 Creditors, accruals and other liabilities

2018 2017

RO 000 RO 000

Leased assets payable 1,678 2,099
Accruals for expenses 905 843
Accrued finance charges 286 274
End of service benefits (note 13.1) 164 131
Other liabilities 16 1
3,049 3,348

13.1 End of service benefits

This represents long term employees’ benefit. The movement in employees’ end of
service benefits during the year is as follows:
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2018 2017

RO 000 RO 000

At 1 January 131 106
Expense recognised in the statement of profit or loss (note 16.1) 33 28
Payments during the period - (3)
At 31 December 164 131

14 Shareholders’ equity

a)

Share capital

The authorised share capital comprises 300,000,000 ordinary shares of RO 0.100
each (2016- 300,000,000 ordinary shares of RO 0.100 each). The Company’s issued
and fully paid-up share capital comprises of 253,590,000 ordinary shares of RO
0.100 each (2017-253,590,000 ordinary shares of RO 0.100 each). Central Bank of
Oman’s requirement related to minimum paid up capital is set out under note 3.3
to these financial statements. At 31 December, the shareholders who own 10% or
more of the Company’s share capital were:

2018 2017
Shareholding Shareholding
% Shares held % Shares held
Oman Investment Fund 33.63 85,287,298 33.63 85,287,298
Arab Investment 18.79 47,637,994 18.79 47,637,994
Company S.A.A
Iran Foreign 12.49 31,685,320 12.49 31,685,320

Investment Company
Legal reserve

In accordance with article 106 of the Commercial Companies Law of 1974, as
amended annual appropriations of 10% amounting to RO. 486,700 (2017 - RO.
470,278) from the profit for the year, are made to this legal reserve until the
accumulated balance of the reserve is equal to one third of the Company’s paid up
share capital. This reserve is not available for distribution.

Dividend is not accounted for until it has been approved at the Annual General
Meeting. Board of Directors recommend 10% (2017 — 10%) cash dividend amounting
to RO. 2.536 million for the year 2018 (2017- cash dividend RO. 2.536 million)
subject to approval of shareholders at the AGM.
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The financial statements for the year ended 31 December 2018 do not reflect this
resolution, which will be accounted for in shareholders equity as on appropriation
of retained earnings for the year ending 31 December 2019.

15 Net assets per share (baizas)

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

2018 2017
RO 000 RO 000

Net equity (RO 000) 40,496 38,633

Number of ordinary shares outstanding at 31 December
(numbers 000) 253,590 253,590

Net assets per share (baizas) 160 152

16 General and administrative expenses

2018 2017

RO 000 RO 000

Personnel costs (note 16.1) 2,937 2,697
Occupancy costs 250 244
Professional fees and subscriptions 159 182
Communication costs 171 188
Directors’ remuneration and sitting fees (note 21) 165 154
Advertising and sales promotion 80 78
Travelling expenses 53 49
Printing and stationery expenses 40 34
IT maintenance and license fees 37 31
Annual general meeting expenses 4 10
Collection and recovery expenses 16 14
Insurance 10 15
Donations 8 10
Other office expenses 87 110

4,017 3,816
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16.1 Components of personnel costs

Wages and salaries

Other benefits

Contribution to defined contribution plan
Charge for end of service benefits (note 13.1)

17. Other operating income

Insurance charges
Services charges
Foreclosure charges

18 Taxation

a) Components of tax expense:

Current tax - current year
Current tax —prior years
Deferred tax — current year
Deferred tax — prior years

b) Breakup of tax liability is as follows:

Current liability
- Current year
- Prior years

2018 2017
RO 000 RO 000
2,510 2,359
246 168
148 142

33 28
2,937 2,697
2018 2017
RO 000 RO 000
519 460
845 478
152 143
1,516 1,081
2018 2017
RO 000 RO 000
916 923

31 (191)
(132) (72)
(490) 298
325 958
2018 2017
RO 000 RO 000
916 923
375 276
1,291 1,199
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c)

d)

e)

f)

Reconciliation of tax expense

The Company has provided for taxation in accordance with the income tax laws
of the Sultanate of Oman at the rate of 15% (2017 - 15%) of taxable profits. The
following is a reconciliation of income taxes calculated on accounting profits at the
applicable tax rates with the income tax expense for the year:

2018 2017
RO 000 RO 000
Accounting profit before taxation 5,192 5,661
Income tax expense computed at applicable tax rates 779 849
Non-deductible expenses 2
Effect of prior period adjustment 168 (191)
Tax effect of deferred tax assets (622) 298
325 958
The movement in taxation liability is as follows:

2018 2017
RO 000 RO 000
At 1 January 1,199 1,063
Current tax for the year 916 732

Current tax —prior years 31
Paid during the year (855) (596)
At 31 December 1,291 1,199

Status of the tax assessments

The tax returns of the Company for the tax years 2013 to 2017 have not yet been
agreed with the Secretariat General for Taxation at the Ministry of Finance. The
management is of the opinion that any other additional taxes, if any, related to the
open tax years would not be material to the Company’s financial position as at 31
December 2018.

Deferred tax asset

Deferred income taxes are calculated on all temporary differences using a principal
tax rate of 15% (2017- 15%). Deferred tax assets and the deferred tax charge in
the statement of comprehensive income are attributable to provisions. Details of
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recognised deferred tax asset are as follows:

Recognised in

the statement of 31

1 January comprehensive Recognised December

2018 income in equity 2018

RO 000 RO 000 RO 000
Vehicles and

equipment 17 (1) - 16
Provisions for other

receivables - 36 11 47
Provision for
impairment of net
investment in finance
leases, working
capital finance and

factoring receivables 69 587 - 656
Impairment of FVOCI

financial assets - - 78 78

Deferred tax asset 86 622 89 797

Recognised
in the

statement of 31

1 January comprehensive = December

2017 income 2017

RO 000 RO 000 RO 000

Vehicles and equipment 2 15 17

Provision for impairment of net
investment in finance leases,
working capital finance and factoring
receivables 310 (241) 69
Deferred tax asset 312 (226) 86

19 Basic and diluted earnings per share (baizas)

Basic earnings per share is calculated by dividing the net income for the year attributable
to shareholders by the weighted average number of shares during the year.
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20

21

2018 2017

RO 000 RO 000

Profit for the period (RO000) 4,867 4,703
Weighted average number of shares during the period

(Numbers 000) 253,590 253,590

Basic and dilutedearnings per share (baizas) 19.19 18.55

Related party transactions

Related parties comprise the shareholders, directors, key business personnel and
business entities in which they have the ability to control or exercise significant influence
in financial and operating decisions. Pricing policies and terms of these transactions are
approved by the Company’s management.

The Company maintains significant balances with these related parties which arise in the
normal course of business.

The Company has entered into transactions in the ordinary course of business with other
related parties in which certain directors have a significant influence and with senior
management. The terms and conditions of these transactions are mutually agreed. During
the year, the following transactions were carried out with related parties:

2018 2017
RO 000 RO 000
Transactions with related parties:
Interest on corporate and security deposits 41 307
Finance income 3 1
Medical &credit life insurance premium 87 296
Interest on bank loans &bonds 857 403
Related party balances:
Net investment in finance leases 21 32
Corporate and security deposits 500 6,500
Medical &credit life insurance - 71
Bank borrowings&bonds 20,500 9,000

Compensation of key management personnel

Key management personnel are those personnel having authority and responsibility for
planning, directing and controlling the activities of the Company, directly or indirectly,
including any Director (whether executive or otherwise). The remuneration of directors
and other members of key management during the year was as follows:
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2018 2017

RO 000 RO 000

Salaries and other benefits to key management personnel 417 442
Directors’ sitting fees (note 16) 80 76
Directors’ remuneration (note 16) 85 78

22 Commitments and contingencies

The Company has given counter guarantee to a commercial bank to the extent of
RO574,676 (2017- RO. 246,176) in respect of performance bonds, advance payment
guarantees, letter of credits, etc. issued by the banks on behalf of the Company’s
customers. Furthermore, the Company does not have lease commitments as at 31
December 2018 (2017 — nil).

2018 2017
RO 000 RO 000

Counter guarantees 575 246
Allowance for ECL(refer 6) 6 =
Net amount 569 246

23 Fair value information

Based on the valuation methodology outlined below, the fair value of all on and off-
statement of financial position financial instruments at 31 December 2018 is considered
by the management not to be materially different to their carrying values.

Estimation of fair values

The following summarises the major methods and assumptions used in estimating the
fair value of assets and liabilities:

Net investment in finance leases, working capital finance and factoring receivables

Fair value is calculated based on discounted expected future principal and interest
cash flows. Repayments are assumed to occur at contractual repayment dates, where
applicable. For finances that do not have fixed repayment dates or that are subject
to repayment risk, repayments are estimated based on experience in previous periods
when interest rates were at levels similar to current levels, adjusted for any differences
in interest rate outlook. Expected future cash flows are estimated considering credit
risk and any indication of impairment. Expected future cash flows for homogeneous
categories of finances are estimated on a portfolio basis and discounted at current rates
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offered for similar loans to new borrowers with similar credit profiles. The estimated fair
values of finances reflect changes in credit status since the finances were made and
changes in interest rates in the case of fixed rate loans.

Corporate and security deposits

The estimated fair value of fixed-maturity deposits is based on discounted cash flows
using rates currently offered for deposits of similar remaining maturities. The value of
long-term relationships with depositors is not taken into account in estimating fair values.

Fair value versus carrying amounts

The fair value of the financial assets and liabilities approximates their carrying value as
stated in the statement of financial position.

Fair value measurements recognised in the statement of financial position:

The following table provides an analysis of financial instruments that are measured
subsequent to initial recognition at fair value, grouped into Levels 1 to 3 based on the
degree to which the fair value is observable:

. Level 1 fair value measurements are those derived from quoted prices (unadjusted)
in active markets;

. Level 2 fair value measurements are those derived from inputs other than quoted
prices included within Level 1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from prices); and

. Level 3 fair value measurements are those derived from valuation techniques that
include inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

December 2018
Level 1 Level 2 Level 3 Total
RO 000 RO 000 RO 000 RO 000

Investment in unquoted
securities - = = =

December 2017
Level 1 Level 2 Level 3 Total
RO 000 RO 000 RO 000 RO 000
Investment in unquoted
securities - - 519 519
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26 Financial instruments by category

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

below:
FVOCI -
Investment Total
in unquoted Amortised carrying
December 2018 securities Cost amount

RO 000 RO 000 RO 000
Financial assets

Cash and bank balances - - 1,986
Net investment in finance leases, working

capital finance and factoring receivables - 163,377 163,377
Other receivables - 123 123
Investments - - -
Statutory deposit - 250 250
Total financial assets - 163,750 165,736

The Company has not disclosed the fair values for the above financial assets as their
carrying amounts are a reasonable approximation of fair values.

Total
carrying
amounts
RO 000

Financial liabilities (not measured at fair value)
Bank overdrafts and short-term loans 59,636
Creditors, accruals and other liabilities (excluding end of service benefits) 2,885
Unsecured Non convertible bonds 6,126
Corporate and security deposits 7,031
Long term loans 49,550
Total financial liabilities 125,228

The Company has not disclosed the fair values for the above financial assets as their
carrying amounts are a reasonable approximation of fair values.
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Available
for sale Total
financial  Amortised carrying
December 2017 assets Cost amount
RO 000 RO 000 RO 000
Financial assets
Cash and bank balances - - 2,028
Net investment in finance leases, working
capital finance and factoring receivables - 147,476 147,476
Other receivables - 96 96
Investments 519 - 519
Statutory deposit - 250 250
Total financial assets 519 147,822 150,369

The Company has not disclosed the fair values for the above financial assets as their

carrying amounts are a reasonable approximation of fair values.

Financial liabilities

Bank overdrafts and short-term loans

Creditors, accruals and other liabilities (excluding end of service benefits)
Corporate and security deposits

Long term loans

Total financial liabilities

Total
carrying
amount
RO 000

59,349

3,348
10,092
38,665

111,454

The Company has not disclosed the fair values for the above financial liabilities as their
carrying amounts are a reasonable approximation of fair values.




