Management Discussions and Analysis

Overview

The Omani economy continues  to witness healthy growth  rates  resulting from elevated oil prices,  and the  Government’s efforts   to vigorously pursue its infrastructural development programs.   The Government continues to bring  about rapid infrastructural changes to  lay the   stage  for a sustainable economic growth  trajectory.      Outsourcing  of  activities to service providers with key competencies  continue to be  appreciated   and  encouraged  in the Sultanate.  The economic outlook appears to be promising, given  the  prospects on the oil market  and the tourism industry front, and  the spill-over from  the gas based mega projects.

Telecommunications Sector

The Telecom  is witnessing  expected growth albeit the effects of competition  are affecting the  revenues and  margin levels.  The operating strategies are witnessing  dynamic changes with rapid  technology   advances  and to that extent customer  awareness and demand.

Power Sector

In the power sector, the Government  has completed  the unbundling   of the sector and   has  established independent companies which are since fully operational and have commenced  effective administration of their respective roles on a commercial basis.

Regulatory

No material regulatory changes have occurred which  affected  our company during the year 2006-2007.

Operating & Financial Performance. 

The Company continued to engage in its core business of Utility and Telecom Billing, Collection and undertaking of the related  debt factoring operations.  The Commission incomes of current year saw  a considerable improvement over the previous year where an increase of    6.9%  was witnessed overall.  Other incomes were not significant. The Company was successful   in acquiring a long term contract of five years for the Water and Wastewater billing and collection services in the Muscat Governorate.

The staff costs decreased by  3.7%  in 2006-2007.   This was primarily  on account of employees restructuring   which was a result of automation of back office process, without impairing  the   deliverables   and performance levels. In line with  contractual  obligations  with certain   service providers   and the desire to enhance the service levels  to its customers, the  company   had  to allow certain other agencies  to participate    in the collection services process.  Debt Recovery costs are accrued to address telecom debts recovery and/or  recourse   from the service provider.   Telecommunication costs continue  to be incurred    to meet  obligations of branches online connectivity with leased lines. During the year, the company has provided  for performance claims from one of its clients. Other operating costs  have increased in line with increased billing   activity levels.

Provision  for doubtful debts have been considered  at RO. 400,000/-  after considering the potential recovery  and the recourse  available under certain conditions.  An amount of RO. 247,800 is written back   in respect of  debts  previously written  off and subsequently  collected during the year.

The Tax assessments  are completed until tax year 2003, the assessments for the years 2004 onwards  are  awaited.  A deferred tax asset relating to timing differences in provisions  for  doubtful debts has been retained at RO. 195,000.

Business  Outlook

In the current year, the company’s major  contracts are coming  up for tender/renewal  and it  will be  the fervent  effort   of the company to retain these businesses   at profitable margins and also  provide  enhanced  services  to the service providers.

In the meantime, the company is  also pursuing  certain business  proposals  that  synergize with existing  core competencies,  operations and infrastructure.

Internal Audit and Compliance

During the  year, the Internal  Audit  functions continue   to be  an “in-house”  exercise.  The Internal Auditors   periodically  undertake assessments of the risk and  controls  required   thereto.   The Audit findings  are independently  reported to the Audit Committee of the Board.

Information Technology

The Company continues to apply  considerable effort  towards developing its core activities  of  billing,  collection, customer service and recovery  through available technology   in a cost  effective  manner.   The continuation  of the Call Centre Services,  SMS services  and a myriad of other services   and online  branch connectivity  with supporting  back office process   is a result of undertaking constant technology up-gradation and business process  specific  developments.

Risk Management

The Company is exposed to credit risks and liquidity risks. However,  its experience in the debt factoring and collection business of over two decades has enabled the company to evolve an effective collection and recovery mechanism.  Although the company does not  control the credit policies the contracts  the company enters  into, limits the risk to known and quantifiable risks,  on the basis of which the company makes  adequate provisions to  cover for any shortfalls  in recoveries.

Human Resources

The Company has an excellent record of Omanisation  and has currently  86%  Omanis  (539 personnel) in its workforce,  well above the prescribed   levels.

The Company  has Omani  nationals  in senior   positions   and has  in place comprehensive  job specific  and skill specific  training programs  to  upgrade  technology  and customer relationship  related skills.
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