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Independent auditor’s report                                                                                                 1
to the Shareholders of 
Oman Investment & Finance Company Ltd. SAOG

We have audited the accompanying financial statements of Oman Investment & Finance Company Ltd SAOG, which comprise of the balance sheet as at 31 March 2007, and the income statement, statement of changes in equity and cash flow statement for the year then ended, and a summary of significant accounting policies and other explanatory notes as set out on pages 3 to 22. 

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with International Financial Reporting Standards. This responsibility includes: designing, implementing and maintaining internal control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances. 

Auditor’s responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with International Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the Company’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Independent auditor’s report                                                                                                 2
to the Shareholders of 
Oman Investment & Finance Company Ltd. SAOG (continued) 
Opinion 

In our opinion, the financial statements present fairly in all material respects the financial position of Oman Investment & Finance Company Ltd SAOG as of 31 March 2007, and of its financial performance and its cash flows for the year then ended in accordance with International Financial Reporting Standards.

Also, in our opinion, the financial statements comply, in all material respects, with the disclosure requirements set out in the Rules for Disclosure and Proformas issued by the Capital Market Authority and those prescribed under the Commercial Companies Law of 1974, as amended, of the Sultanate of Oman.
Deloitte & Touche (M.E.)

Muscat, Sultanate of Oman

28 May 2007 
	
	
	2007
	2006

	
	Notes
	RO
	RO

	ASSETS
	
	
	

	Non-current assets
	
	
	

	Property and equipment
	4
	825,639
	981,022

	Deferred tax asset
	
	195,000
	186,000

	
	
	                 

	                 

	
	
	
	

	
	
	1,020,639
	1,167,022

	
	
	                 
	                 

	Current assets
	
	
	

	Trade and other receivables
	5
	27,742,878
	26,701,032

	Investments
	6
	62,101
	42,774

	Bank balances and cash
	7
	4,135,629
	3,770,380

	
	
	                 
	                 

	
	
	
	

	
	
	31,940,608
	30,514,186

	
	
	                 
	                 

	
	
	
	

	TOTAL ASSETS
	
	32,961,247
	31,681,208

	
	
	══════
	══════

	EQUITY AND LIABILITIES
	
	
	

	Capital and reserves
	
	
	

	Share capital
	8
	5,000,000
	5,000,000

	Legal reserve
	9
	1,666,667
	1,666,667

	General reserve
	10
	350,000
	350,000

	Retained earnings
	
	3,618,128
	2,704,899

	
	
	                 
	                 

	
	
	
	

	Total equity
	
	10,634,795
	9,721,566

	
	
	                 
	                 

	Non-current liabilities
	
	
	

	Employees’ end of service benefits
	12
	272,626
	314,285

	
	
	                 
	                 

	Current liabilities
	
	
	

	Trade and other payables
	13
	21,785,305
	21,398,357

	Taxation
	
	268,521
	247,000

	
	
	                 
	                 

	
	
	
	

	
	
	22,053,826
	21,645,357

	
	
	                 
	                 

	
	
	
	

	TOTAL EQUITY AND LIABILITIES
	
	32,961,247
	31,681,208

	
	
	══════
	══════

	
	
	
	

	Net assets per share (RO)
	14
	2.13
	1.94

	
	
	══════
	══════


	Chairman
	
	Chief Executive Officer


The accompanying notes form an integral part of these financial statements.
	
	
	2007
	2006

	
	Notes
	RO
	RO

	
	
	
	

	Revenue
	16
	7,558,239
	7,075,181

	Staff costs
	17
	(2,764,181)
	(2,870,730)

	Depreciation
	
	(174,723)
	(230,063)

	Other operating costs
	18
	(2,247,321)
	(2,050,626)

	Provision for impaired debts
	5
	(403,740)
	(631,796)

	Realisation against debts written off 
	
	247,800
	236,703

	
	
	                 
	                 

	
	
	
	

	Operating profit
	
	2,216,074
	1,528,669

	
	
	
	

	Other income
	19
	7,160
	19,176

	Investment income 
	20
	21,530
	9,908

	Net finance costs 
	21
	3,018
	(46,035)

	Directors’ remuneration
	
	(75,000)
	(50,000)

	
	
	                 
	                 

	
	
	
	

	Profit before tax
	
	2,172,782
	1,461,718

	Taxation
	22
	(259,553)
	(167,413)

	
	
	                 
	                 

	
	
	
	

	Profit for the year
	
	1,913,229
	1,294,305

	
	
	══════
	

	
	
	
	══════

	
	
	
	

	Earnings per share (RO)
	23
	0.383
	0.259

	
	
	
	

	
	
	══════
	══════

	
	
	
	


The accompanying notes form an integral part of these financial statements.

	
	Share 

capital
	Legal 

reserve
	General

reserve
	Retained

earnings 
	Total

	
	RO
	RO
	RO
	RO
	RO

	
	
	
	
	
	

	At 1 April 2005
	5,000,000
	1,666,667
	350,000
	2,410,594
	9,427,261

	Dividend paid
	-      
	-      
	-      
	(1,000,000)
	(1,000,000)

	Profit for the year
	-      
	-      
	-      
	1,294,305
	1,294,305

	
	──────
	──────
	──────
	──────
	──────

	At 31 March 2006
	5,000,000
	1,666,667
	350,000
	2,704,899
	9,721,566

	
	
	
	
	
	

	Dividend paid
	-
	-
	-
	(1,000,000)
	(1,000,00)

	Profit for the year
	-
	-
	-
	1,913,229
	1,913,229

	
	──────
	─────
	─────
	──────
	──────

	At 31 March 2007
	5,000,000

	1,666,667
	350,000
	3,618,128
	10,634,795

	
	══════
	══════
	══════
	══════
	══════

	
	
	
	
	
	


The accompanying notes form an integral part of these financial statements.

	
	
	2007
	2006

	
	Note
	RO
	RO

	Operating activities
	
	
	

	Profit before taxation
	
	2,172,782
	1,461,718

	Adjustments for:
	
	
	

	Depreciation 
	
	174,723
	230,063

	Provision for impaired debts
	
	403,740
	631,796

	Gain from change in the fair value of investments
	
	(19,327)
	(8,562)

	Profit on sale of property and equipment
	
	(720)
	(13,866)

	Interest expense
	
	23,703
	57,855

	Interest income 
	
	(26,721)
	(11,820)

	Provision for employees’ end of service benefits
	
	20,395
	24,337

	Dividend income
	
	(2,203)
	(1,346)

	
	
	                 
	                 

	Operating cash flows before movements in working 
   capital
	
	2,746,372
	2,370,175

	Working capital changes:
	
	
	

	Trade and other receivables
	
	(1,445,586)
	(1,223,870)

	Trade and other payables
	
	386,948
	82,368

	
	
	                 
	                 

	
	
	
	

	Cash from operations
	
	1,687,734
	1,228,673

	Payment of employees’ end of service benefits
	
	(62,054)
	(48,165)

	Income tax
	
	(247,032)
	(174,413)

	
	
	                 
	                 

	
	
	
	

	Net cash from  operating activities
	
	1,378,648
	1,006,095

	
	
	                 
	                 

	Investing activities
	
	
	

	Margin money deposits placement 
	
	149,000
	(79,000)

	Purchase of property and equipment
	
	(19,340)
	(114,766)

	Proceeds from disposal of property and equipment
	
	720
	16,367

	Interest received
	
	26,721
	11,820

	Dividend income
	
	2,203
	1,346

	
	
	                 
	                 

	
	
	
	

	Net cash from / (used in)  investing activities
	
	159,304
	(164,233)

	
	
	                 
	                 

	Financing activities
	
	
	

	Dividend paid
	
	(1,000,000)
	(1,000,000)

	Interest paid
	
	(23,703)
	(57,855)

	
	
	                 
	                 

	
	
	
	

	Net cash used in financing activities
	
	(1,023,703)
	(1,057,855)

	
	
	                 
	                 

	
	
	
	

	Increase / (decrease) in cash and cash equivalents
	
	514,249
	(215,993)

	
	
	
	

	Cash and cash equivalents at beginning of the year
	
	3,621,380
	3,837,373

	
	
	                 
	                 

	
	
	
	

	Cash and cash equivalents at end of the year
	7
	4,135,629
	3,621,380

	
	
	══════
	══════


The accompanying notes form an integral part of these financial statements.
1.
General

Oman Investment and Finance Company Ltd SAOG (“the Company”) is an Omani General Joint Stock Company incorporated in the Sultanate of Oman.  The principal activities and the significant agreements of the Company are as follows:

· The billing of electricity, water and wastewater charges, subsequent collection of these billings and other services on behalf of the Ministry of Housing, Electricity and Water (“MHEW”) and other government departments and Companies. The Company has been awarded and is operating a contract in respect of Electricity billing for the period 1 April 2001 to 31 December 2007 for the Muscat Capital Area.  The Company has further been awarded and is operating a contract in respect of Water and Wastewater billing for the period 1 October 2006 to 30 September 2011 for Muscat Capital Area.
· The collection of billings and provision of other services of private customers on behalf of the Oman Telecommunications Company SAOC (Omantel). The Company has been awarded and is operating the contract for the period 1 January 2003 to 31 March 2007 which has subsequently been renewed to 30 June 2007.  The Company is currently awaiting the outcome of the bid submitted for a further 3 years contract.
2.
Adoption of new and revised International Financial Reporting Standards (IFRS)
For the year ended 31 March 2007, the Company has adopted all of the new and revised standards and interpretations issued by the International Accounting Standards Board (IASB) and the International Financial Reporting Interpretations Committee (IFRIC) of the IASB that are relevant to its operations and effective for periods beginning on 1 April 2006.

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

At the date of authorisation of these financial statements, the following standards and interpretations were in issue but not yet effective:

	
	Effective for annual periods beginning on or after

	
	

	IFRS 7 Financial instruments : Disclosures
	1 January 2007

	IFRIC 8  Scope of IFRS 2
	1 May 2006

	IFRIC 9  Reassessment of Embedded Derivatives
	1 June 2006

	
	


The management anticipates that the adoption of the above standards and interpretations in future periods will have no material impact on the financial statements of the Company.

3.
Summary of significant accounting policies
A summary of significant accounting policies which have been adopted consistently is set out below:

Basis of accounting

The financial statements are prepared on the historical cost basis, except for certain financial assets that are measured at fair value.

Property and equipment

Property and equipment are stated at cost less accumulated depreciation and any identified impairment loss.

Depreciation is charged so as to write off the cost of assets over their estimated useful lives, using the straight-line method, on the following bases: 

	
	Years

	Buildings
	20 

	Office equipment
	6.67 

	Furniture and fixtures 
	3 

	Motors vehicles
	3


The gain or loss on the disposal or retirement of an item of property and equipment is determined on the difference between the sales proceeds and the carrying amount of the asset and is recognized in profit or loss.

Impairment
At each balance sheet date, the Company reviews the carrying amounts of its assets (or cash-generating units) to determine whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any).

The loss arising on an impairment of an asset is determined as the difference between the recoverable amount and carrying amount of the asset and is recognised immediately in the income statement.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised estimate of its recoverable amount and the increase is recognised as income immediately, provided that the increased carrying amount does not exceed the carrying amount that would have been determined had no impairment loss been recognised earlier.

3.
Summary of significant accounting policies (continued)
Investments 

Available-for-sale investments are initially measured at cost, which includes transaction costs, and are, in general, subsequently carried at fair value.  The fair value is based on the market price. Unrealised gains and losses arising from changes in the fair value of available for sale investments are recognized directly in equity until subsequent derecognition or impairment when the Company transfer the cumulative gain or loss to the income statement.  Investment that do not have a quoted market price in an active market, and for which other methods of reasonably estimating fair value are inappropriate, are measured at cost, reduced by allowance for estimated impairment, if any.
Investments are classified as investments at fair value through profit or loss account if the fair value can be reliably measured and the classification is in accordance with strategy of the Company.
Dividend income on investments is recognised when the right to receive payment is established

Financial instruments
Financial assets and financial liabilities are recognized on the Company’s balance sheet when the Company becomes a party to the contractual provisions of the instrument.

The principal financial assets are cash and bank balances and trade and other receivables.

Trade and other receivables are initially measured at their fair value and subsequently measured at amortised cost, using the effective interest method. Appropriate allowances for estimated irrecoverable amounts are recognised in the income statement when there is objective evidence that the asset is impaired.

The principal financial liabilities are trade and other payables, and are initially measured at their fair value and subsequently measured at amortised cost, using the effective interest method.

Equity instruments issued by the Company is recorded at the proceeds received, net of direct issue costs.

Offsetting 

Financial assets and financial liabilities are offset and the net amount reported in the balance sheet only 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.  

3.
Summary of significant accounting policies (continued)

Employees’ end of service indemnity
End of service indemnity for Omani employees is contributed in accordance with the terms of the Social Securities Law of 1991.

Provision for end of service indemnity for non-Omani employees’ is made in accordance with the Oman labour laws, and is based on current remuneration and cumulative years of service at the balance sheet date. 

Provisions
Provisions are recognized when the Company has a present obligation as a result of a past event which it is probable will result in an outflow of economic benefits that can be reasonably estimated.

Revenue 

Revenue represents commission earned on amounts billed and for other services is accounted in the period in which it is earned.

Taxation
Income tax on the profit or loss for the year comprise current and deferred tax.  Income tax is recognised in the income statement except to the extent that it relates to items recognised directly to equity, in which case it is recognised in equity.

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

Deferred tax is calculated using the balance sheet liability method, providing for temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.  The amount of deferred tax provided is based on the expected manner of realisation or settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantially enacted at the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which the unused tax losses and credits can be utilised.  Deferred tax assets are reduced to the extent that it is no longer probable that the related tax benefit will be realised.

3.
Summary of significant accounting policies (continued)

Foreign currencies

Transactions denominated in foreign currencies are initially recorded at the rates of exchange prevailing on the dates of the transactions. Monetary assets and liabilities denominated in such currencies are translated at the rates prevailing on the balance sheet date. Gains and losses arising from foreign currency transactions are dealt with in the income statement.

Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalents consist of cash in hand and balances with banks with an original maturity of three months or less from the date of placement that are free of any encumbrances.
Directors’ remuneration
Directors’ remuneration is calculated in accordance with the Commercial Companies Law of Sultanate of Oman.
Use of estimates 

The preparation of the financial statements requires management to make estimates and assumptions that affect the reported amount of financial assets and liabilities at the date of the financial statements and the resultant provisions and changes in fair value for the year. In particular, considerable judgement by management is required in the estimation of the provision for impaired debts. Such estimates are necessarily based on assumptions about several factors involving varying, and possibly significant, degrees of judgment and uncertainty and actual results may differ from management’s estimates resulting in future changes in estimated liabilities.

4.
Property and equipment

	
	Freehold land 
and

building
	Office 

equipment
	Furniture 
and 

fixtures
	Motor

vehicles
	Capital 

work-in-progress
	Total

	
	RO
	RO
	RO
	RO
	RO
	RO

	
	
	
	
	
	
	

	Cost
	
	
	
	
	
	

	At 1 April 2005
	568,982
	1,272,853
	540,910
	662,556
	45,716
	3,091,017

	Additions
	-
	85,857
	28,909
	-
	-
	114,766

	Disposals
	-
	(78,571)
	(132,663)
	(130,426)
	-
	(341,660)

	Transfer
	-      
	45,716 
	-
	-
	(45,716)
	-

	
	
	
	
	
	
	

	At 1 April 2006
	568,982
	1,325,855
	437,156
	532,130
	-
	2,864,123

	
	
	
	
	
	
	

	Additions
	-
	14,860
	4,480
	-
	-
	19,340

	Disposals
	-
	(2,014)
	(1,456)
	(3,195)
	-
	(6,665)

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	At 31 March 2007
	568,982
	1,338,701
	440,180
	528,935
	-
	2,876,798

	
	
	
	
	
	
	

	
	
	
	
	
	
	


4.
Property and equipment (continued)

	
	Freehold land 
and 

building
	Office 

equipment
	Furniture 
and 

fixtures
	Motor

vehicles
	Capital 

work- in-progress
	Total

	
	RO
	RO
	RO
	RO
	RO
	RO

	Accumulated depreciation
	
	
	
	
	
	

	  At 1 April 2005
	34,804
	852,697
	454,519
	650,177
	-      
	1,992,197

	  Charge for the year
	28,449
	151,159
	44,455
	6,000
	-      
	230,063

	  Disposals
	-      
	(76,142)
	(132,592)
	(130,425)
	-
	(36,586)

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	At 1 April 2006
	63,253
	927,714
	366,382
	525,752
	-
	1,883,101

	Charge for the year
	15,140
	107,607
	45,976
	6,000
	-
	174,723

	Disposals
	-
	(2,014)
	(1,456)
	(3,195)
	-
	(6,665)

	
	
	
	
	
	
	

	At 31 March 2007
	78,393
	1,033,307
	410,902
	528,557
	
	2,051,159

	
	
	
	
	
	
	

	Carrying value
	
	
	
	
	
	

	At 31 March 2007
	490,589
	305,394
	29,278
	378
	
	825,639

	
	
	
	
	
	
	

	  At 31 March 2006
	505,729
	398,141
	70,774
	6,378
	-
	981,022


5.
Trade and other receivables

	
	2007
	2006

	
	RO
	RO

	
	
	

	Trade receivables
	32,008,295
	30,901,586

	Less: Provision for impaired debts
	(4,360,388)
	(4,285,497)

	
	
	

	
	27,647,907
	26,616,089

	Prepaid expenses
	52,672
	49,446

	Staff debtors 
	1,608
	1,439

	Other debtors
	40,691
	34,058

	
	
	

	
	27,742,878
	26,701,032


The movement in the provision for doubtful debts during the year is as follows:

	
	
	
	
	2007
	2006

	
	
	
	
	RO
	RO

	
	
	
	
	
	

	At 1 April
	
	
	
	4,285,497
	3,653,701

	Charge for the year
	
	
	
	403,740
	631,796

	Bad debts written off
	
	
	
	(328,849)
	-

	
	
	
	
	
	

	At 31 March
	
	
	
	4,360,388
	4,285,497


6.
Investments

	Investments at fair value through profit or loss
	
	41,886
	22,559

	Available for sale investments
	
	20,215
	20,215

	
	
	
	

	
	
	62,101
	42,774


Investments held by the Company can be analysed as follows:

	
	Carrying 

value
	Carrying  value
	Cost
	Cost

	
	2007
	2006
	2007
	2006

	
	RO
	RO
	RO
	RO

	Investment at fair value through profit or loss :
	
	
	
	

	Quoted :
	
	
	
	

	Financial
	699
	712
	712
	248

	Services
	16,449
	16,692
	16,692
	16,658

	Industrial
	24,738
	5,155
	5,155
	659

	
	
	
	
	

	
	41,886
	22,559
	22,559
	17,565


6.
Investments (continued)
	
	Carrying 

value
	Carrying  value
	Cost
	Cost

	
	2007
	2006
	2007
	2006

	
	RO
	RO
	RO
	RO

	
	
	
	
	

	Available for sale investments :
	
	
	
	

	Unquoted :
	
	
	
	

	Services
	20,215
	20,215
	20,215
	20,215

	
	
	
	
	

	Total investments
	62,101
	42,774
	42,774
	37,780


Details of Company’s investment securities in which its holding exceeds 10% of the market value of its investment portfolio is set out below:

	
	% Holding of
	Fair value
	Fair value
	Cost
	Cost

	
	investment
	2007
	2006
	2007
	2006

	
	portfolio
	RO
	RO
	RO
	RO

	Quoted
	
	
	
	
	

	Salalah Hilton SAOG
	39%
	16,288
	16,288
	16,288
	16,614

	Oman Cable Industry
	59%
	24,627
	-
	5,040
	-


7.
Bank balances and cash 

	
	2007
	2006

	
	RO
	RO

	
	
	

	Cash and cash equivalents 
	4,135,629
	3,621,380

	Margin deposits
	-
	149,000

	
	
	

	 
	4,135,629
	3,770,380


Included in bank balances is a bank call deposit of RO 1,811,099 (2006 – RO 1,241,257) with commercial bank in Sultanate of Oman. This deposit is denominated in Rial Omani, short term in nature and with an effective interest rate of 0.75% per annum (2006: 0.25% per annum).

The Company has syndicated arrangement with commercial banks aggregating RO 28.8 million (2006 - RO 25 million) in respect of funded facilities of RO 4 million (2006 - RO 4 million) and unfunded facilities of RO 24.8 million (2006 - RO 21 million).  The funded facilities bear an interest of 5.25% (2006 – 4.75%). The balance outstanding against funded facilities as at 31 March 2007 was RO Nil (2006 - RO nil). The facilities are secured by a pledge on receivables and cash at banks. The arrangement restricts transfer of the Company’s assets without prior consent of the banks and requires it to maintain a tangible net worth to borrowings ratio of 3.5:1 during tenure of the facilities.

8.
Share capital
	
	2007
	2006

	
	RO
	RO

	
	
	

	Authorised, issued and fully paid up share of RO 1 each
	5,000,000
	5,000,000


The details of major shareholders who own 10% or more of the Company’s shares are as follows:

	Name of the shareholder
	 % Holding
	2007
No of shares
	Holding

%
	2006
No of shares

	
	
	
	
	

	Global Investment House KSCC 
	-
	-
	13.7
	685,266

	Al Khanji Investments
	10
	500,007

	-
	-


9.
Legal reserve

As required by Oman Commercial Companies law, 10% of the profit for the year is transferred to legal reserve until such time as the reserve totals one third of the paid up share capital. This having been achieved, the Company has discontinued the transfers.  The reserve is not available for distribution.

10.
General reserve

In accordance with the provisions of Article 106 of the Commercial Companies Law of Oman, the Company has established a voluntary “general reserve” for the purpose of covering risks inherent in debt factoring business. 

11.
Proposed dividend

A dividend of RO 0.300 per share (2006 – RO 0.200) amounting to a total dividend of               RO 1,500,000 (2006 – RO 1,000,000) has been proposed by the Company’s Board of Directors and will be submitted for formal approval at the forthcoming Annual General Meeting.

12.
Employees’ end of service benefits

	
	2007
	2006

	
	RO
	RO

	
	
	

	At 1 April
	314,285
	338,113

	Charge for the year  
	20,395
	24,337

	Payments made during the year
	(62,054)
	(48,165)

	
	
	

	At 31 March
	272,626
	314,285




13.
Trade and other payables
	
	2007
	2006

	
	RO
	RO

	
	
	

	Trade payables
	18,767,909
	18,727,434

	Accrued expenses
	1,489,497
	1,252,128

	Customer advances
	1,369,105
	1,306,005

	Directors’ remuneration
	75,000
	50,000

	Other creditors
	83,794
	62,790

	
	
	

	
	21,785,305
	21,398,357


14.
Net assets per share

Net assets per share is calculated by dividing the total equity at the year end by the number of shares issued and paid up, as follows :

	
	2007
	2006

	
	RO
	RO

	
	
	

	Net assets (RO)
	10,634,795
	9,721,566

	
	
	

	Number of shares outstanding at the year end
	5,000,000
	5,000,000

	
	
	

	Net assets per share (RO)
	2.13
	1.94


15.
Related parties

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.
The Company enters into transactions with the related parties in the normal course of business.  These transactions are entered into at terms and condition which the management consider to be comparable with those adopted for arm’s length transactions with third parties.

The nature of significant related party transactions and the amounts involved during the year were as follows :

	
	2007
	2006

	
	RO
	RO

	
	
	

	Directors’ remuneration
	75,000
	50,000


Sitting fees amounting to RO 7,600 (2006 - RO 8,850) were accrued by the Company to the directors for attending board meetings held during the year.

15.
Related parties (continued)
Compensation of key management personnel

Key management personnel are those persons having authority and responsibility for planning, directing and controlling the activities of the Company. 

The remuneration of key management during the year was as follows:

	
	2007
	2006

	
	RO
	RO

	
	
	

	Short term benefits 
	158,810
	142,460

	Post employment benefits
	8,242
	8,242

	
	
	

	
	167,052
	150,702


16.
Revenue 
	
	
	

	Commission on billings of electricity, water, wastewater
   and telephone 
	7,525,808
	7,039,859

	Commission on recovery of municipal taxes
	31,439
	28,063

	Commission on recovery of sewerage charges
	992
	7,259

	
	
	

	
	7,558,239
	7,075,181


17.
Staff costs
	  Salaries and allowances
	2,539,038
	2,631,478

	  Social security costs
	139,835
	141,635

	  End of service benefits 
	20,395
	24,337

	  Other costs
	64,913
	73,280

	
	
	

	
	2,764,181
	2,870,730


18.
Other operating costs

	
	2007
	2006

	
	RO
	RO

	
	
	

	Telephone and postage
	596,231
	625,315

	Bank guarantee commission
	300,355
	319,716

	Services outsourcing
	235,187
	209,070

	Motor vehicle expenses
	173,940
	172,654

	Legal recovery and professional expenses
	168,964
	149,894

	Performance claims
	154,100
	-

	Rent
	133,312
	125,705

	Printing and stationery
	116,471
	121,285

	Computer charges
	97,506
	88,938

	Bank charges and facility agreement fees
	91,139
	21,721

	Repairs and maintenance
	51,475
	60,831

	Electricity and water
	44,073
	45,403

	Advertisement, publication and other related expenses
	38,660
	65,229

	Insurance
	28,291
	32,596

	Sitting fees 
	7,600
	8,850

	Miscellaneous expenses
	10,017
	3,419

	
	
	

	
	2,247,321
	2,050,626


19.
Other income 

	
	2007
	2006

	
	RO
	RO

	
	
	

	Profit on sale of property and equipments 
	720
	13,866

	Reversal of excess provision
	5,000
	-

	Miscellaneous income
	1,440
	5,310

	
	
	

	
	7,160
	19,176


20.
Investment income 
	Dividend income
	2,203
	1,346

	Gain from change in fair value of investments
	19,327
	8,562

	
	
	

	
	21,530
	9,908


21.
Net finance costs 

	
	2007
	2006

	
	RO
	RO

	
	
	

	Interest expense on trade payables
	-
	19,277

	Bank Interest expense
	23,703
	38,578

	
	
	

	
	23,703
	57,855

	Interest income
	(26,721)
	(11,820)

	
	
	

	
	(3,018)
	46,035


22.
Taxation 

	
	2007
	2006

	
	RO
	RO

	
	
	

	Deferred tax asset :

  
	
	

	At the beginning of the year
	186,000
	102,000

	Movement during the year
	9,000
	84,000

	
	
	

	At the end of the year
	195,000
	186,000

	
	
	

	Income tax expenses :

  
	
	

	Current year
	266,200
	247,000

	Prior years
	2,353
	4,413

	Deferred tax income
	(9,000)
	(84,000)

	
	
	

	Income tax expense for the year 
	259,553
	167,413


The tax rate applicable to the Company is 12% (2006 - 12%). For the purpose of determining the tax expense for the year, the accounting profit has been adjusted for tax purposes. Adjustments for tax purposes include items relating to both income and expense. The difference between the applicable tax rate of 12% and the effective tax rate of 10.65% (2006 – 11.45%) arises due to the tax effect of income not considered to be taxable and expenses that are not considered to be deductible.  The adjustments are based on the current understanding of the existing tax laws, regulations and practices. 
The Company’s assessments have been agreed with the taxation authorities up to tax year 2003.

23.
Basic earnings per share
Basic earnings per share have been derived by dividing the profit for the year attributable to shareholders by the weighted average of shares outstanding during the year.  As there are no dilutive potential shares, the diluted earnings per share is identical to the basic earnings per share.
	
	2007
	2006

	
	RO
	RO

	
	
	

	Profit for the year
	1,913,229
	1,294,305

	
	
	

	Weighted average number of shares
	5,000,000
	5,000,000

	
	
	

	Basic earnings per share
	0.383
	0.259


24.
Contingent liabilities
At 31 March 2007 the Company had given bank guarantees amounting to RO 22.14 million (2006 - RO 20.50 million). These guarantees are given in the normal course of business from which it is anticipated that no material liabilities will arise.

25.
Segmental information 
Class of business

The Company currently operates in one business segment of debt collection and factoring in the Sultanate of Oman. 

Geographical segment
The Company’s operations are geographically limited to the Sultanate of Oman.

26.
Risk management

Credit risk

The credit risk of the Company is primarily attributable to banks’ current and deposit accounts and trade and other receivables.

The Company’s bank accounts are placed with reputed financial institutions.

Trade and other receivables are stated at amortised cost less allowance for impaired debts. The allowance for impairment is made when there is an identified loss event which based on previous experience is evidence of reduction in the recoverability of the cash flows.

There is no significant concentration of credit risk with exposure spread over a number of customers.

26.
Risk management (continued)
Interest rate risk

The Company has bank deposit, which is interest bearing and exposed to changes in market interest rates.  The Company borrows at interest rates on commercial terms. 

Liquidity risk

In accordance with prudent liquidity risk management, the directors of the Company aim to maintain sufficient cash and an adequate amount of committed credit facilities. The Company’s terms of agreement with its service providers require amounts to be paid within 60 to 90 days of the date of billing. Trade payables are normally settled within 30 to 45 days of the date of billing.

27.
Fair values of financial assets and liabilities
The fair values of financial assets and liabilities approximates their carrying value as stated in the balance sheet date.
28.
Approval of financial statements

These financial statements were approved by the Board of Directors and authorised for issue on 28 May 2007.

29. 
Comparative figures
Certain corresponding figures have been reclassified in order to conform with the presentation for the current year.


