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KPMG

4th Floor, HSBC Bank Building
MBD

PO, Box 841

PC. 112

Sultanate of Oman

Tel +068 24749600

Fax +968 24700839

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF SAHARA HOSPITALITY COMPANY
SAOG

Report on the audit of the financial statements

Opinion

We have audited the financial statements Sahara Hospitality Company SAQOG (the Company) set-out
on pages 5 to 8, which comprise the statement of financial position as at 30 November 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 30 November 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 {ISAs). Our
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 the International Ethics Standards Board for Accountants Code of Ethics for
Professional Accountants {IESBA Code) together with the ethical requirements that are relevant to our
audit of the financial statements in the Sultanate of Oman, and we have fulfilled our ather ethical
responsibilities in accordance with these requirements and the IESBA Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

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

KPMG Lower Gulf Limited is a mambar firm aof tha KPMG natwork of independent mamber lirms afiliated with
KPMG Ir ional Cooperative {“"KPMG | ianal”), a Swiss antily. All rights reserved
KPMG — Muscat Branch is ragialered and ficansed #5 & foreign branch under the laws of tha Sultanate of Oman. C.R. No. 1308368
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Assessing the recoverabllity of trade debtors

Refer to note 6 to the financial statements on pa

e 21.

The Key Audit Matter

How the matter was addressed in our audit

As at 30 November 2018, the Company's gross
trade receivables amounted to RO 6 million,
against which allowances for doubtful
recelvables of RO 1.4 million were recorded.

The Company’s allowances for doubtful
receivables is based on managemeant’s estimate
of the credit losses incurred, which is estimated
by taking into account the credit history of the
Company's customers and current market and
customer-specific conditions, all of which
invelve a significant degree of management
judgment.

The Company's allowances for doubtful
receivables include a specific element based on
individual debtors and a collective element
based on historical experience adjusted for
certain current factors.

We identified assessing the recoverability of
trade receivables as a key audit matter because
it involves significant management judgment in
determining the recoverable amount of trade
receivables.

Our audit procedures to assess the racoverability
of trade receivables included the following:

obtaining an understanding of and assessing the
design and implementation of management’s key
internal controls relating to credit control,
receivable collection and making allowances for
doubtful recelvabies;

assessing, on a sample basis, whether items in
the trade receivables ageing report were
classified within the eppropriate ageing bracket
by comparing individual items in the report with
underlying documentation, which inciuded sales
invoices;

assessing the assumptions and estimates made
by the management for the allowances for
doubtful receivables with reference to our
understanding of the counter party's financial
condition, the industry in which the debtors are
operating, the ageing of overdue balances and
historical and post year-end cash receipts from
the counter party’'s and by performing a
retrospective review of the historical accuracy of
these estimates;

assessing the historical accuracy  of
management’s process for making allowances
for doubtful receivables by examining the
utilization or release of allowances recorded as at
30 November 2018 and new allowances made in
the current ysar in respect of trade debtors as at
30 November 2018 and assessing the adequacy

of the disclosure.

Related party transactions

Refar to.notes 5 to the financial statements on pa

as 20

The Key Audit Matter

How the matter was addressed in our audit

IAS 24 - Related Party Disclosures ("AS 24"}
requires qualitative and quantitative disclosures
of transactions with related parties. The
Company in the ordinary course of 'business
enters into transactions with related parties,
directors, key management personnel and their
related entities. Given the significance of these
transactions to these financial statements, we
consider this to be a key audit matter.

We have reviewed the minutes of meetings of the
management, the Board of Directors and details
of ralated parties maintainad by the Company, to
determine that the Company has a process to
identify all related parties transactions and
balances. On a sample basis, we tested certain
key significant transactions with related parties
and assessed the adequacy of disclosures with

respect to the requirements of [AS 24,

KPMG Lowsr Gult | imited is a mermber firm of {he KPMG netwons: ol indepaendant momber firms affiliated with

KPMG Imernational Cooprrative {“ KPMG international ™),

KPMG - Muscal Branch is rogistered and licensed a5 & foreigr branch umday 1he {aws of tha Suftanaie of Oman.
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Other Matter

The financial statements of the Company for the year ended 30 November 2017 were audited by
another auditor who expressed an unmodified opinion on those statements dated 18 January 2018.
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Other Information

Management is responsible for the other information. The other information comprises the chairman’s
report, corporate governance report and management discussion and analysis report,

Our 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 financlal statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material 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 far such internal control as management determines is necessary to enable the
preparation of financial staterments 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 liquidate the Company or
to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting
process.

Auditors’ Responsibilities for the Audit of the Financial Statements

Qur objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatemeant whaether 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 ISAs will always detect a material misstatement when it exists.
Misstaternents can arise from fraud or error and are considered material if, individually or in the
aggregats, they could reasonably be expected to influence the economic decisions of users taken on

the basis of these financial statemants,

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 for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or

the override of internal control.
KPMG Lower Gulf Limited is a membar firm of the KPMG network of independent meimber firms atfliatod with
KPMG Intarnational Cooparative [*KPMG | ional”), a Swiss entily. All rights reserved,
KPMG - Muscat Branch is regi:tered and licansod a5 a foreign branch undar the laws of tha Sultanate of Oman, C.A. No. 1309386




Auditors’ Responsibilities for the Audit of the Financial Statements {continued)

» Obtain an understanding of internal control relevant to the audit 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.

« 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 @ 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 aitention in our auditors’ report to the related disclosures in the financia! 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. Howaver, future events or
conditions may cause the Company to cease to continue as a going concern.

» Evaiuate 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 matters, 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.

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 matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

We also provide those charged with gavernance with a statement that we have complied with
relevant ethical requirements regarding independence, and communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicabls, related safeguards.

From the matters communicated with those charged with governance, we determine those matters
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 determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits

of such communication.

Report on Other Legal and Regulatory requirements
We report that the financial statements of the Company as at and for the year ended 30 November

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 1974, as amended.

KImé
24 January 2019 Ravikanth P
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SAHARA HOSPITALITY COMPANY SAOG

Statement of financial position
as at 30 November

Asscts
Non-current assets
Property, plant and equipment

Current asscts

Inventories

Ralances due from g related party
Trade and other receivables

Cash and cash equivalents

Total current assets
Total asscts

Equity and liabilittes
Equity

Share capital

Legal reserve
Retained earnings

Total Equity

Liabilities

Non-current liabilities
Non=current portion of term loans
Deferred taxation

Total non-current liabilitics
Current liabilities

Current portion of term loans
I'tade and other payabies

Taxation
Amounts due to relaled partics

Total eurrent habilities
Total liabilities
Total sharecholders’ equity and liabilitics

Net assets per share

Note

=

{1
12

il
13
12

4

Page b

Puge 5

2018 2017

RO RO
17,190,255 18,223,741
25,121 22,575
95,630 208,495
4,670,343 4,698,204
6,266,658 3,030,901
11,057,752 7,960,175
28,248,007 26,183,916
6,125,000 5,833,333
2,041,667 1,944,445
13,511,822 12.318.943
21,678,489 20,096,721
2,162,012 3,341,300
113,528 100.361
2,275,540 3,441,601
1,179,288 1,179,288
610,985 573,078
420,566 325,582
2,083,139 567.586
4,293,978 2,645,534
6,569,518 6,087,195
28,248,007 26,183,916
3.539 3.445

These [linancial statements were authorized for issue and approved by the Board of Directors on

24 -4 e and were signed on their behal [ by:

The notes on pages 9 1o 28 folin an integral part of these (inancial statements.

The report of Auditors is set fgrth on page 1.

N N VAN \) \

~—Chairiitan

DR

Director



SAHARA HOSPITALITY COMPANY SAOG

Statement of comprehensive income
Jor the year ended 30 November

Revenue
Cost of sales

Gross profit

Other income
Administrative and general expenses

Profit from operations
Net financing cost
Profit for the year before tax

Taxation

Net profit and total comprehensive income for
the year

Basic earnings per share

Page 6

2018 2017

Note RO RO
12,399,737 12,323,453

16 (8,922,120) (8,865,062)
3,477,617 3,458,391

1,485 -

17 (416,936) (404,234)
3,062,166 3,054,157

(171,665) {215,888)

2,890,501 2,834,269

12 (433,733) (357.256)
2,456,768 2,477,013

15 0.401 0.404

The notes on pages 9 to 28 form an integral part of these financial statements.

The report of Auditors is set forth on page 1.
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Page 8
SAHARA HOSPITALITY COMPANY SAOG

Statement of cash flows
Jor the year ended 30 November

2018 2017
RO RO

Operating activities
Cash receipts from customers 12,540,465 12,805,351
Cash paid to suppliers (6,739,439) {8,801,633)
Cash generated from operations 5,801,026 4,003,718
Net financing charges (171,665) (219,888)
Taxation paid (325,584) (324,727)
Cash flow from operating actlvities 5,303,777 3,459,103
Investing activities
Purchase of property and equipment (15,217) (69,014)
Sale proceeds on disposal of property and equipment 1,485 5
Cash flow used in investing activities (13,732) {69,014)
Financing activities
Net movements in term loans (1,179,288) (1,179,288)
Dividend paid (875,000) (875,000)
Cash flow used in from financing activities (2,054,288) (2,054,288)
Net change in cash and cash equivalents during
the year 3,235,757 1,335,801
Cash and cash equivalents at the beginning of the year 3,030,901 1,695,100
Cash and cash equivalents at the end of the year 6,266,658 3,030,901

The notes on pages 9 to 28 form an integral part of these financial statements.

The report of Auditors is set forth on page 1.
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SAHARA HOSPITALITY COMPANY SAOG

Notes to the financial statements
Jor the year ended 30 November 2018

1 Legal status and principle activities

Sahara Hospitality Company SAOG (“the Company™) is a public joint stock company and its principal
activity is to build, own and operate permanent accommodations (“the PACs") for contractors of Petroleum
Development Oman LLC (“PDO") in Fahud, Nimr and Rima. PDO is committed under an agreement with
the Company dated 30 May 1998 to provide land free of cost on which the PACs are situated.

During 2012, the company has been awarded a contract for renovation, operation and maintenance of PDO
Rima Camp that consists of 142 rooms and other required facilities by variation to an existing contract on
the same terms and conditions for a period of 20 years.

The PACs are operated, in accordance with the terms and conditions of a service agreement dated 24 July
1999 as amended on 20 June 2012 (“the Contract”), by a related party, Catering and Supplics Company
LLC (“CSC”). Under the terms of the Contract, CSC operates the PACs in return for agreed rates (notes 5
and 16). The Contract provides that CSC will indemnify the Company in respect of any penalties payabie
by the Company arising due o CSC’s failure to provide the services prescribed therein.

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  Basis of preparation

The financial statements are been prepared in accordance with International Financial Reporting Standards, and
applicable requirements of the Commercial Companies Law and the Capital Market Authority of the Sultanate of Oman.
The financial statements are prepared under the historical cost conventien,

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 accounting policies. The areas
involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the

financial statements are disclosed in note 3.
These financial statements are presented in Rial Omani (RO), which is the Company functional currency.

(@)  New standards, amendments and interpretation effective for annual periods beginning ! January 2017 and relevant
for the Company’s operations:

The following standards, amendments and interpretations, wiich became effective as of | january 2017:
. Disclosure Initiative (Amendments to 1AS 7) (Effective from 1 January 2017)
*  Recognition of Deferred Tax Assets for Unrealised Losses (Amendments to IAS 12) (Effective from | January 2017)
. Annual Improvements to IFRSs 2014-2016 Cycle ~ various standards (Amendments to IFRS 12)

(b)  New standards, amendments and interpretations issued buf not yet effective:

A number of new standards are effective for annua) periods beginning after 1 January 2018 and earlier application
is permitted; however the Company has not early adopted the new amended standards in preparing these financial
statements.

IFRS 9 will require extensive new disclosures, in particular about credit risk and expected credit loss. As such, the
Compeny has initiated the process of implementing the system and control changes that will be necessary to capture

the required data.

IFRS 15 Revenue from Contracts with Customers from I January 2018. The Company is in the process of assessing
the estimated impact that the initial application of IFRS 15 will have on its financial statements
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SAHARA HOSPITALITY COMPANY SAOG

Notes to the financial statements
for the year ended 30 November 2018

Summary of significant accounting policies (continued)
Basis of preparation (continued)

IFRS 9 Financial Instruments

IFRS 9 (2014) supersedes IFRS 9 (2009), IFRS 9 (2010), IFRS 9 (2013) and IFRIC 9, which was incorporated into
IFRS 9 (2010). Since the Company has already adopted a previous version of IFRS 9, the Company will continue
applying that version until the mandatory effective date of IFRS 9 - i.e. annual periods beginning on or after

1 January 2018,

IFRS 9 Financial Instruments sets out requirements for recognising and measuring financial assets, financial
liabilities and some contracts to buy or sell non-financial items. This standard replaces [AS 39 Financial

Instruments: Recognition and Measurement,
Classification and measurement — Financial assets

IFRS 9 contains a new classification and measurement approach for financial assets that reflects the business model
in which assets are managed and their cash flow characteristics. IFRS 9 contains three principal classification
categories for financial assets: measured at amortised cost, FYOCI and FVTPL. The standard eliminates the existing
1AS 39 categories of held to maturity, loans and receivables and available for sale,

The Company has already adopted the classification requirements of IFRS 9 and as such there will be no material
impact on opening equity as at 1 January2018 on account of changes in classification requirements of IFRS 9,

Impairment - Financial assets

IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with a forward-looking ‘expected credit loss’ (ECL) model.
This requires considerable judgement about how changes in economic factors affect ECLs, which will be
determined on a probability-weighted basis. The new impairment model applies to financial assets measured at
amortised cost or FVOCI, except for investments in equity instruments.

Under IFRS 9, loss allowances will be measured on either of the following basis:

e 12-month ECLs: these are ECLs that result from possible defauit events within 12 months after the
reporting date; and

e Lifetime ECLs: these are ECLs that result from all possible defaults events over the expected life of a
financial instrument.

Lifetime ECL measurement applies if the credit risk of a financial asset at the reporting date has increased
significantly since initial recognition and 12-month ECL measurement applies if it has not. An entity may determine
that a financial asset credit risk has not increase significantly if the asset has low credit risk at the reporting date.
However, lifetime ECL measurement always applies for trade receivables without a significant financing

component.

The estimated ECLs will be calculated based on the actual credit loss expetrience over the past years while
considering the customer type/payment records and grouped based on past due status. Historical default percentages
which will be derived from historical data will be adjusted for forward looking information which is important for
the Company to understand what actually drives the levels of default over the expected lives of the receivables.
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Page 11
SAHARA HOSPITALITY COMPANY SAOG

Notes to the financial statements
Jor the year ended 30 November 2018

Summary of significant accounting policies {continued)
Basis of preparation (continued)
IFRS 9 Financial Instruments (continued)

Classification — Financial liabilities

IFRS 9 largely retains the existing requirements in JIAS 39 for the classification of financial liabilities. However,
under TAS 39 all fair value changes of liabilitics dosignated as at FVTPL are recognised in profit or loss, whereas
under IFRS 9 these fair value changes are generally presented as follows:
« the amount of change in the fair value that is attributable to changes in the credit risk of the liability is
presented in OCI; and
= the remaining amount of change in the fair value is presented in profit or Joss.

Disclosure and transition requirements

IFRS 9 will require extensive new disclosures, in particular about credit risk and ECLs. The Company’s preliminary
assessment includes an analysis to identify data gaps against current processes and the Company is in preliminary
stages of implementing the system and control changes that it believe and will be necessary to capture the required
data. The Company will apply IFRS 9 prospectively and will take advantage of the exemption allowing it not to
restate comparative information for prior periods with respect to classification and measurement (including
impairment) changes. Differences in the carrying amounts of financial assets and financial liabilities resulting from
the adoption of IFRS 9 will generally be recognised in retained earnings as at 1 January 2018.

Management are in the preliminary stage to assess the impact on the financial statement of the Company.

IFRS 15 Revenue from contracts with customer

IFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue is
recognized. It replaces existing revenue recognition guidance, including IAS 18 Revenue, IAS 11 Construction
Contracts and IFRIC 13 Customer Loyalty Programmes.

The standard is a control-based model as compared to the existing revenue standard which is primarily focused on
risks and rewards and provides a single principle based framework to be applied to all contracts with customers that

are in scope of the standard.

Under the new standard revenue is recognized when a customer obtains control of a good or service. Transfer of
control occurs when the customer has the ability to direct the use of and obtain the benefits of the good or service.
The standard introduces a new five step model to recognize revenue as performance obligations in a contract are
satisfied. The standard scopes out contracts that are considered to be lease contracis, insurance contracts and

financial instruments,

In preparing to adopt I[FRS 15, the Company has considered the following:
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SAHARA HOSPITALITY COMPANY SAOG

Notes to the financial statements
Jor the year ended 30 November 2018

2 Summary of significant aceounting policies (continued)
2.1  Basis of preparation (continued)
IFRS 15 Revenue from contracts with customer (continued)

(i) Rendering of services

The Company is involved in providing services through service provider, the total consideration in the service
contracts will be allocated to all services based on their agreed rates. The agreed rates will be determined based
on the prices as per the contractual terms agreed with the service provider,

(i) Disclosure and transition requirements

The Company plans to adopt IFRS 15 using the cumutative effect method, with effect of initially applying this
standard recognized at the date of initiaj applicaticn (1.e. 1 January 2018). As a result, the Comipany will not apply
the requirements of IFRS 135 to the comparative period presented.

Management are in the preliminary stage to assess the impact on the financial staternent of the Company.

IFRS 16 Leases
Leases, establishes the principlies for the recognition, measurement, presentation and disclosure of leases for both

parties to a contract, i.e. the customer lessee and the lessor and is effective from | Januaty 2019, with early
‘adoption permitted.

Management are in the preliminary stage to assess the impact on the financial statement of the Company.

2.2  Financial instruments

2.2.1 Financial assets at amortised cost

A debt investment is classified as ‘amortised cost’ only if both of the following criteria are met: the objective of the
Company's business modet is to hold the asset to collect the contractual cash flows; and the contractual terms give rise
on specified dates to cash flows that are solely payments of principal and interest on the principal cutstanding. The nature
of any derivatives embedded in the debt investment are considered in determining whether the cash flows of the
investment are solely payment of principal and interest on the principal outstanding and are not accounted for separately.

2.2.2 Equity instruments

All equity investments are initially and subsequently measured at fair value. Equity investments that are held for trading
are measured at fair value through profit or loss. For all other equity investments, the Company can make an irrevocable
election at initial recognition to recognise changes in fair value through other comprehensive income rather than profit

or loss.

At initial recognition, the Company measutes a financial asset at its fair value plus, in the case of a financial asset not at
fair value through profit or loss, transaction costs that are directly attributable to the acquisition of the financial asset.
Transaction costs of financial assets carried at fair value though profit or loss are expensed in the profit or loss.

Where the Company’s management has elected to present unrealised and realised fair value gains and losses on equity
investments in other comprehensive income, there is no subsequent recycling of fair value gains and losses to profit ot
loss. Dividends from such investments continue to be recognised in profit or loss as long as they represent a return on

investment.
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SAHARA HOSPITALITY COMPANY SAOG

Notes to the financial statements
for the year ended 30 November 2018

2 Summary of significant accounting policles (continued)
2.2 Financial instruments

2.2.3 Other

Other non-derivative financial instruments are measured at amortised cost using the effective interest rate method, less
any impairment losses.

2.2.4 Cash and cash equivalents

For the purpose of statement of cash flows, cash and cash equivalents includes cash in hand, deposits held at call with
banks and other short-term highly liquid investments with original maturities up to three months or less and bank

overdraft.

2.2.5 Receivables and prepayments

Receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective interest
rate method less provision for impairment, if any. A provision for impairment of receivables is established when there is
objective evidence that the Company and the Company will not be able to collect all amounts due accerding to the original
terms of receivables. Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or
financial reorganisation, and default or delinquency in payments are considered indicators that the trade receivable is
impaired. The amount of the provision is the difference between the asset’s carrying amount and the present value of
estimated future cash flows, discounted at the effective interest rate. Bad debts are written off during the year in which

they are identified

2.2.6 Borrowings

Borrowings 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
profit or loss over the period of the borrowings using the effective interest rate method.

2.3.7 Payables and accruals

Liabilities are recognised for amounts to be paid for goods and services received, whether or not billed to the Company.

2.4  Share capital

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



Page 14
SAHARA HOSPITALITY COMPANY SAOG

Notes to the financial statements
Jor the year ended 30 November 2018

2 Summary of significant accounting policies (continued)

2.5 Impairment

The carrying amount of the Company’s assets are reviewed at each reporting date to determine whether there is any
indication of impairment. If any such indication exists, the asset’s recoverable amount is estimated,

(@  Financial assets

A financial asset is considered to be impaired if objective evidence indicates that one or more events have had a negative
effect on the estimated future cash flows of that asset

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference between its
carrying amount, and the present value of estimated future cash flows discounted at the original effective Interest rate.

Individually significant financial assets are tested for impairment on an individual basis. The remaining financial assets
are assessed collectively in groups that share similar credit risk characteristics.

All impairment losses are recognised in profit or loss,

An impairment loss is reversed if the reversal can be related objectively to an event occurring after the impairment loss
was recognised. For financial assets measured at amortised cost, the reversal is recognised in profit or loss.

(b}  Nondfinancial assets

The carrying amounts of the Company’s non-financial assets are reviewed at each reporting date to determine whether
there is any indication of impairment. If any such indications exist then the asset’s recoverable amount is estimated.

An impairment loss is recognised if the carrying amount of an asset or cash generating unit is the greater of its value in
use and its fair value less costs to sell. In assessing the value in use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and

the risks specified to the asset.

Impairment losses recognised in prior periods are assessed at each reporting date for any indications that the loss has
decreased or no longer exists. An impairment loss is reversed if there has been a change in estimates used to determine
the recoverable amount. An impairment loss is reversed only to the extent that the asset’s carrying amount does not
exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no impairment loss

had been recogunised.
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2 Summary of significant accounting policies (continued)

2,6 Property and equipment

Items of property and equipment are stated at cost less accumulated depreciation and impairment losses, if any, After the
initial recognition, expenditure incurred to replace a component of an item of property and equipment which increases
the future economic benefits embodied in the item of property and equipment is capitalised. All other expenditures are
recognised in the statement of income as an expense as incurred.

Items of property and equipment arc derecognised upon disposal or when no future economic benefit is expected to arise
from the continued use of the asset. Any gain or loss arising on de-recognition of the asset is included in the statement of

income in the year the item is derecognized.

Depreciation
Depreciation is charged to the statement of comprehensive income on a straight-line basis aver the estimated useful lives

of items of property, plant and equipment. The estimated useful lives arc as follows:

Years
Buildings 30
Equipment 15
Furniture and fixtures 7
Vehicles 5
Pre-fabricated buildings 7

Depreciation methods and useful lives as well as residual values are reassessed annually.

2.7 Inventories

Inventories are stated at the lower of cost and net realisable value. Net realisable value is the estimated selling price in
the ordinary course of business, less the estimated costs of completion and selling expenses. The cost of inventories is

based on the first in first out basis.

2.8 Revenue

Revenue represents invoice value of services rendered.

2.9 Directors’ remuneration

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

The Annual General Meeting shall determing and approve the remuneration and the sitting fees for the Board of Dirsctors
and its sub-committees provided that such fees 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 shall not
exceed RO 200,000. For loss making entities, the annual remuneration is capped at RO 50,000. The sitting fees for each
directar shall not exceed RO 10,000 in one year.
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2 Summary of significant accounting policies (continued)

2.10 Provisions

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

liability.
2.11 Dividends

Dividends are recommended by the Board after considering the profits available for distribution and the Company’s future
cash requirements and are subject to approval by the shareholders at Annuai General Meeting. Dividends are recognised
as a liability in the period in which they are declared and approved the shareholders.

2,12 Segment reporting
An operating segment is a companent of the Company that engages in business activities from which it may earn revenues

and incur expenses and whose aperating results are regularly reviewed by the Board of Directors to make decisions about
resources to be allocated to the segment and assess its performance. The Company has a single reportable segtent

2.13 Income tax

Income tax expense comprises current and deferred tax. Income tax expense is recognised in profit or loss except to the
extent that it relates to items recognised directly in equity or in other comprehensive income.

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 adjustment to tax payable in respect of previous years.

Deferred tax is caleulated providing for temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognised for the following
temporary differences: the initial recognition of goodwill, the initial recognition of asseis or liabilities in a transaction
that is not a business combination and that affect neither the accounting nor taxable profits, and difference relating to
subsidiaries and jointly controlled entities to the extent that they probably will not reverse in foreseeable firture. Deferred
tax is measured at the tax rates that are expected to be applied to the temporary differences when they reverse, based on
the laws that have been enacted or substantively enacted by the reporting date.

A defetred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against
which temporary difference can be utilised. Deferred tax assets are reviewed at each reporting date and are reduced 1o
the extent that it is no longer probable that the related tax benefit will be realised.

2.14 Earnings and net assets per share

The company presents earnings per share (*EPS”) and net assets per share data for its ordinary shares. Basic EPS is
calculated by dividing the profit or loss aftributable to ordinary shareholders of the Company by the weighted average
number of ordinary shares outstanding during the period.

Net assets per share is calculated by dividing the net assets attributable to ordinary shareholders of the Company by the
weighted average number of ordinary shares outstanding during the period.
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3 Critical Accounting Estimates and Judgments

In preparing the financial statements, the Company is required to make estimates and assumptions which affect
reported amounts of income and expenses, assets and labilities. The use of available information and application
of judgment based on historical experience and other factors are inherent in the formation of estimates. Actual
results in the future could differ from such estimates. The assumptions considered by the Company to have
significant risk of material adjustment in subsequent years primarily comprise assumptions with respect to the

following;

a)  Provisions for impairment of receivables
An estimate of the collectible amount of trade accounts receivable is made when collection of the full amount is

no longer probable. For individually significant amounts, this estimation is performed on an individual
basis. Amounts which are not individually significant, but which are past due, are assessed collectively and
impairment charge according to the ageing and historical recovery rates.

b)  Useful lives of plant and equipment,

The estimation of useful lives is based on Management's assessment of various factors such as the expected
usage.
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5 Related parties

Related parties comprise the asscciated Company as well as shareholders, directors, key management
personnel and business entities in which they have the ability to control or exercise significant influence in
financial and operating decisions {other related parties).

The Company has balances with these related parties which arise in the normal course of business from the
commercial transactions. Terms of these transactions are approved by the Board of Directors and the
sharcholders.

Costs for provision of services for the operation of the PACs, which are payable to a related pasty, are
determined based on confractually agreed terms (see note 1). Additionally, the Company and CSC share
the profits from beverages sales at the PACs equally.

The Company has balances with these related parties which arise in the normal course of business from the
commercial transactions. Terms of these transactions are approved by the Board of Directors and the

shareholders.

The related party transactions entered into during the year and subject to Shareholders’ approval at the
forthcoming Annual General Meeting were as follows:

2018 2017
RO RO
Transactions with shareholders holding 10% or more interest in
the Company
Services rendered and recharged 7,265,334 7,326,816
Direct costs — others 247,884 249,383
General and administration expenses 106,680 106,680
Other sales and services 200,978 171,622
Transactions with other related parties
Direct costs — others 117,861 79,153
General and administration expenses 22,450 22,385
Other sales 119,319 219,816
Transactions with shareholders holding less than 10% interest in
the Company
Finance charges 170,675 219.662
Loan repayments 1,179,288 1,179,288
Directors’ remuneration 108,068 115,036

The balances due to reiated parties are interest free, unsecured and repayable on demand,

The balances due from a related party is as follows

2018 2017
RO RO

Other related parties
Carillion Alawi LLC 188,697 301,562
Provision for doubtful debts (93,067) (93,067)

95,630 208,495
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5 Related parties {Continued)

Provision movement

At the beginning of the year
Provided during the year (Note 17)

At the end of the year
The balances due to related parties is as follows
Shareholders holding 10% or more interest in the Company
Catering and Supplies Company LLC

Other related parties
Marketing and Services Company LLC

6 Trade and other receivables

Accounts receivable
Less: allowance for credit losses

Prepayments

a) The movement in allowance [or credit losses is piven below:

At the beginning of the year
Provided during the year (Note 17)

At the end of the year

2018
RO

93,067

93,067
2018
RO
2,058,984

24,155

2,083,139

2018
RO

6,065,404

(1,406,933)

4,658,471
11,872

4,670,343

1,351,933
55,000

1,406,933
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2017
RO

69,974
23,093

93,067
2017
RO
349,211
18,375

567,586

2017
RO

6,026,273
(1,351,933)

4,674,340
23,864

4,698,204

1,320,026
31,907

1,351,933

b) At the end of the reporting period, the ageing analysis of the accounts receivable which are not impaired and

estimated as collectible based on historical experience is as follows:

Neither past

due nor Past due but not impaired I
impaired
0-180 days 180-270 270-365
days days Impaired
RO RO RO RO
2018 3,999,844 327,042 169,791 1,406,933
2017 3,697,943 574,942 118,939 1,351,933

Total
RO
6,065,404
6,026,273

¢} On the basis of past experience, unimpaired receivables are expected to be fuily recoverable. It is not the
practice of the Company to obtain collateral over receivables, accordingly the entire account receivables are

unsecured,

d) At the end of the reporting period, 10 customers (2017 — 10 customers) accounted for 54% (2017 — 59%) of

the net accounts receivable,
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7 Cash and cash equivalents

2018 2017

RO RO

Cash in hand 125 125
Bank balances 6,266,533 3,030,776
6,266,658 3,030,901

8 SHARE CAPITAL
The Company's authorised share capital consists of 10,000,000 shares of RO 1 each (2017 — 10,000,000 of RO 1
each). At the end of the reporting period, the Company’s issued and fully paid-up share capital consisted of
6,125,000 shares of RO 1 each (2017 - 5,833,333 shares of RO 1 each).

On 27 February 2018 a resolution passed by the Assembly General Meeting, to increass the share capital by RO
291, 667 through issuing bonus shares with nominal amount of RO 1 each. On 6 March 2018, Muscat Security
Market approved the capital increase and those shares be listed in the parailel market,

Shareholders who own 10% or more of the Company’s share capital are as follows:

2018 2017
Number of % of Number of % of
shares holding shares holding
Alawi Enterprises LLC 1,225,000 20% 1,166,667 20%
Catering and Supplies Company LL.C 1,225,000 20% 1,166,667 20%
Chatron Commercial Corporation 1,031,805 16.8% 982,671 16.8%
Azan Qais Abdulmunim Al Zawawi 626,190 10.2% 596,371 10.2%

9 LEGAL RESERVE

Article 106 of the Commercial Companies Law of 1974, as amended requires that 10% of a Company’s net profit
for the year to be transferred to a non-distributable legal reserve unti! the amount of legal reserve becomes equal
1o at least one-third of the Company’s issued share capital, The reserve is not available for distribution.

10  DIVIDEND
(a) Subsequent to the reporting period The Board of Directors in its meeting held on 24 January 2019 has proposed a

cash dividend 0f 200 baizas per share for the year 2018, amounting to RO 1,225,000 which is subject to the approval
of the shareholders at the annual general meeting to be held on 27 February 2019,

(b) During the year 2017, a cash dividend of 150 baizas per share amounting to RO 875,000 and stock dividend of 5%
was approved by the shareholders at the annual general meeting held on 27 February 2018 (2016: Cash dividend of
150 baizas per share amounting to RO 875,000 was approved by the shareholders at the annual general meeting held

on 27 February 2017).

(C) During the year an amount of RO 578 and 550 baizas pertaining to unclaimed dividends for the year ended 30
November 2017 has been transferred to the Investors Trust Fund of the CMA
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i1 Term loans

Term loan
Less: current portion

Non-current portion

The following further notes apply:
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2013 2017

RO RO
3,341,300 4,520,588
(1,179,288) (1,179,288)
2,162,012 3,341,300

a) The term Joan was obtained from a local commercial bank (a related party). The term loan is subject to interest
at 4.25% per annum (2017 - 4.25% per annum) and repayable in equal monthly installments of RO 98,274
which commenced from October 2014, Interest is being charged monthly in arrears and serviced to the debit
of current account. The loan is secured by assignment of accounts receivable from a customer and insurance
policies relating to the Company’s buildings. The Company has also provided an undertaking to the lending
bank that the Company’s properties will not be mortgaged to any other bank or third party.

B) The maturity profile of the term loans is as follows:

Less than 1 year
Between 2 ~ 3 years

12 TAXATION

Statement of comprehensive income
Current year

Prior year

Deferred tax charge

Statement of financial pusition
Current liability
Current year

Non-current liability
Deferred tax

2018 2017

RO RO

1,298,166 1,348,135

2,250,022 3,548,188

3,548,188 4,896,323
2018 2017
RO RO
420,566 325,582
= 305
13,167 31,369
433,733 357,256
420,566 325,582

113,528

100,361
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TAXATION (Continued)

The following further notes apply:

a) The Company is subject to incomne tax rate of 15%.

b) The reconciliation of taxation on the accounting profit with the taxation charge for the year is as follows:
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2018 2017

RO RO

Profit as per the financial statements 2,890,501 2,834,269
Tax on above 433,575 336,512
Non-deductible expenses 158 -
Others = 20,744
433,733 357,256

Income tax expense

c) The assessments of the company have been completed by the Tax Department up to the year 2012. The tax
returns of the company for the years 2013 to 2016 have been taken up for assessments by the Tax Department.
The tax returns for the years 2013 to 2017 have not yet been agreed with the Secretariat General for Taxation
at Ministry of Finance. The Board of Directors are of the opinion that additional taxes, if any, related to the
open tax years would not be significant to the Company's financial position as at 30 November 2018.

d)

The deferred tax liability and the deferred tax charge in the statement of income is attributable to the following

items:
Accelerated tax
depreciation Provisions Total
RO RO RO
At 30 November 2017 317,111) 216,750 (100,361)
Credited / (charged) to the
statement of income 21417 8,250 (13,167)
At 30 November 2018 (338,528) 225,000 (113,528)
At 30 November 2016 (235,792) 166,800 {68,992]
Credited / (charged) to the
statement of income (81,319) 49,950 {(31,369)
At 30 November 2017 (317,111) 216,750 (100,361)
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13  Trade and other payables

Trade payables
Proposed directors’ remuneration

Accrued expenses

2018
RO

148,341
108,068
354,576

610,985
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2017
RO

279,436
115,036
178,606

573,078

The proposed Directors’ remuneration is subject to the approval of the shareholders at the Annual General

Mecting.

14  Net assets per share

Net assets per share is calculated by dividing the net assets at the financial position date by the number of

shares outstanding at the end of the year as follows:

Net assets (RO)

Number of shares outstanding

Net assets per share (RO)

15  Basic earnings per share

2018

21,678,489

_—

6,125,000

3.539

2017

20,096,721

5,833,333

3.445

Basic earnings per share is calculated by dividing the net resuit for the year by the weighted average number

of shares outstanding during the year as follows:

Net profit for the year (RO)

Weighted average number of ordinary shares at the financial

position date

Basic earnings per share (RO)

2018

2,456,768
6,125,000

0.401

2017

2,477,013

6,125,000

0.404

The earnings per share is calculated by dividing the profit for the year by the weighted average number of shares
outstanding during the year. For the purpose of computation of the weighted average number of shares outstanding
during the year, bonus shares are assumed to have been issued at the start of the earliest period presented in
accordance with the provisions of IAS 33, ‘Earnings per share’, The Company does not have any dilutive potential
ordinary shares in issue at the year end, thus, the diluted earnings per share is identical to the basic earnings per

share.
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16

17

Cost of sales

Cost of services

Catering and Supplies. (note 5)
Depreciation

Others

Administrative and general expenses

Directors’ remuneration (note 5)

Salaries and related expenses

Net Allowance for credit losses (note 6,5)
Repairs and maintenance

Office services

Insurance

Miscellaneous
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2018 2017

RO RO
7,513,218 7,576,199
1,048,703 1,065,320
360,199 223,543
8,922,120 8,865,062
2018 2017

RO RO
108,068 115,036
97,080 97,080
55,000 55,000
75,494 52,958
24,000 24,000
22,436 22,402
34,858 37,758
404,234

416,936
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18

19

20

b)

<)

Contingencies and commitments

2018 2017
RO RO

Performance guarantee 36,706 -
Bid Bond - 10,000

Segmental reporting

The Company has only one business segment: hospitality. Additionally, all services are provided within
Sultanate of Oman. Accerdingly, no disclosures in respect of segment information are made in these financial

statements.
Financial risk and capital management

The Company’s activities expose it to various financial risks, primarily being, interest rate risk, credit risk and
liquidity risk. The Company’s risk management is carried out internally in accordance with the approval of the

Board of Ditectors.

Interest rate risk

The Company is exposed to interest rate risk on its interest bearing liabilities (term loan). The Management
manages the interest rate risk by constantly monitoring the changes in interest rates and ensuring that the term
loan is on a fixed rate basis,

For every 0.5% change in interest rate, the impact on the statement of income will approximate to RO 16,707
(2017 - RO 22,603) based on the term loan balance at the end of the reporting period.

Credit risk

Credit risk primarily arises from credit exposures to customers, including outstanding receivables and committed
transactions. The Company has a credit policy in place and exposute to credit risk is monitored on an ongoing
basis, Credit evaluations are performed on all customers requiring credit over a certain amount.

Ligquidity risk

The following are the remaining contractual maturities of financial liabilities at the reporting date. The amounts
are gross and undiscounted, and include contractual interest payments and exclude the impact of netting

agreements.

The Management maintains sufficient bank balances and cash and has availed term loan to meet its obligations
as they fall due for payment and is therefore not subject to significant liquidity risk.

The table below analyses the Company’s financial liabilities as at the financial position date based on the
contractual maturity date.
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Contractual amount
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Carrying Less than 3 4to 6 7 months to More than
At 30 November 2018 amount months menths 1 year 1 year
RO RO RO RO RO
Term loan 3,341,300 329,229 326,104 642,833 2,250,022
Amounts due to related parties 2,083,139 2,083,139 -- - --
Accounts and other payables 610,985 534,442 26,538 50,005 -~
6,035,424 2,946,810 352,642 692,838 2,250,022
d) Liquidity risk
Contractual amount
Carrying Less than 3 4to6 7monthste  More than
At 30 November 2017 amount months months 1 year 1 year
RO RO RO RO RO
Term loan 4,520,588 341,717 338,595 667,824 3,548,188
Amounts due to related parties 567,586 567,586 -- - -
Accounts and other payables 573,078 483,855 24,026 65,197
5,661,252 1,393,158 362,621 733,021 3,548,188

e) Capital management

The Company's objectives when managing capital is to enable the entity to continue as a going concern, so that
it can continue to provide adequate returns to the shareholders. The Company also ensures compliance with

externally imposed capital requirements.

In order to maintain or adjust the capital structure, the Company may adjust the amount of dividends paid to the
shareholders, return capital to shareholders or raise additional capital.

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 a commercially defensible capital

structure to reduce the cost of capital.

Consistent with others in the industry, the Company monitors capital on the basis of the gearing ratio. This ratio is
calculated as net debt divided by total capital. Net debt is calculated as total borrowings as shown in the statement of
financial position less cash and cash equivalents. Total capital employed is caleulated as ‘equity’ as shown in the statement
of financial position plus net debt. At 30 November, the Company’s gearing ratio is as follows:

Total borrowings
Less: cash and cash equivalents

Net debt
Total equity

Total capital employed
Gearing ratio

2018
RO

3,341,300
(6,266,658)

(2,925,358)
21,678,489

18,753,131
(16%a)

2017
RO

4,520,588
(3,030,901}

1,489,687
20,096,721
21,586,408

6.90%




