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BOARD OF DIRECTORS’ REPORT
Dear Shareholders,

| am pleased to present, on behalf of the Board of Directors of Al Kamil Power Company
SAOG, the financial results for the year 2010.

Summarised Financial Results

¥ 2009 = 2010

amounts in RO '000

Operating revenue  Operating costs Gross profit Profit before tax Net profit

Operational and Financial Highlights

2010 was an excellent year for Al Kamil Power Company. Not only did the power station
run smoothly and efficiently, with commercial availability of 99.65% delivering
1,310 GWh to the Omani grid but also the Company generated a net profit of
RO 2.477 million (US$ 6.440 million), an increase of 18% on 2009. This was achieved
again with no Lost Time Accidents to any of our staff for the eighth successive year and
is reflective of our continued internal focus on Health, Safety, Environment and Quality
Management. We acknowledge the excellent performance of our dedicated and diligent
Operation and Maintenance team.

During the year, Oman Power and Water Procurement Company SAOC (OPWP) and
the Company signed an Amendment Agreement to the Power Purchase Agreement,
with the best possible terms including competitive pricing, pursuant to which the
Company agreed to supply 14 MW of additional power for the summer period (May-
September) for the three years 2010-2012. At the Annual Performance Test conducted
during April 2010 the Company successfully demonstrated 14 MW of additional power
generating capacity of the plant. This has significantly improved the Company’s financial
results.

A technical and commercial feasibility study to increase the power generation capacity of
the plant by employing inlet air cooling technology was prepared by the Company and



discussed with OPWP. However, due to high cost and difficulties encountered in the
procurement of water required for the project, the proposal was shelved.

The current year’s financial results continued to be impacted by a higher interest cost
imposed on the Company by the Company’s project lenders, who unilaterally invoked
the ‘Market Disruption Event’ clause of the loan agreement. The resultant additional
interest cost for the current year is RO 0.316 milion (US$ 0.821 million)
[RO 0.239 million (US$ 0.621 million) in the previous year]. This has negatively impacted
the Company’s cash flow, preventing it from declaring an interim dividend for the year
2010. Should the project lenders continue to invoke the ‘Market Disruption Event’ clause
of the loan agreement, the future financial results would continue to be impacted by the
higher interest cost thereby impairing the Company'’s ability to declare dividends.

In spite of the additional interest cost inflicted by the project lenders, higher revenue and
effective cost control significantly improved profit margins resulting in an 18% increase in
the earning per share from Baizas 218 per share in 2009 to Baizas 257 per share in
2010.

Power Sector in Oman

AKPC'’s entire power generation is purchased by Oman Power and Water Procurement
Company SAOC (OPWP) pursuant to the Power Purchase Agreement between OPWP
and AKPC. The Company generated over 7.8% of the total power produced in the region
for 2010. The total power delivered to the North Oman grid increased from 15,722 GWh
in 2009 to 16,855 GWh in 2010, an increase of 7.2% over 2009.

OPWP has projected an average annual growth of power demand of 8.5% p.a. over the
next seven years. The Company is well positioned to benefit from the same.

Suite of Project Agreements

The following are important project agreements:
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The Power Purchase Agreement with OPWP;

The Generation Licence from the Authority for Electricity Regulation;

The Natural Gas Sales Agreement with the Ministry of Oil and Gas;

Electricity Connection Agreement with Oman Electricity Transmission Company
SAQOC,;

The Operation & Maintenance Agreement with Al Kamil Construction & Services
LLC.
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The Company does not anticipate any changes in the above agreements which may
have a detrimental impact on the Company’s operations due to the explicit change in law
protection provisions within the agreements.

Future Outlook and Expansion Plans

+ The Company has been informed by OPWP that a final decision on its proposal to
convert the Company’s existing open cycle gas turbines (OCGT) to combined cycle
(CCGT), which would increase the power generating capacity of the plant and



improve the efficiency of the combustion of the natural gas, would be taken in early
2011.

If a commercial bid by the Company following OPWP’s acceptance of the technical
proposal is successful, the Company will embark upon the conversion project, which
would potentially enhance future revenue and profitability of the Company.

% The long-term future of the Company depends upon efficient operation of the plant.
Plant availability is expected to remain high and accordingly the outlook for the
business continues to be positive.

Donations and Contributions to the Local Communities

The Company made the following donations and contributions during 2010:

Amounts in Rials Omani

Donations:

British Scholarship for Oman 2,100
Community support:

Development of public park at Al

Kamil 12,000
Total 14,100

The Company takes its role as a responsible corporate citizen seriously. The Company
encourages engineering students across the Sultanate to undertake vocational training
at the Al Kamil plant as part of their regular curricula.

Most of the Company’s social responsibility programmes are focused at the Wilayat of Al
Kamil and Al Wafi. British Scholarship for Oman (BSO) is a joint initiative with the
Embassy of the United Kingdom which gives financial support to Omani students for
undertaking higher studies in the United Kingdom. During 2010 five deserving Omani
students benefitted from the scholarship given by BSO.

Dividends
« A dividend of 12% of the year 2009 was declared and disbursed during 2010.

+ The Directors recommend a dividend of 8% for the year 2010, to be paid in June
2011.

The Company’s dividend policy of distributing available cash is conditional upon
reserves being available after bank covenants are met and provision has been made for
forecasted loan repayments and operating expenses. Consistent with the Company’s
declared policy - and in accordance with Capital Market Authority regulations - the
Directors have in the past declared and paid an interim and final dividend.

However, since May 2009 the Company’s cash flow has been negatively impacted due
to additional interest imposed by the project lenders under the ‘Market Disruption Event’
clause within the loan agreement. The Company is unable to get assurance from the
project lenders as to when they will end the invocation of the Market Disruption Event
clause of the loan agreement in the future half-yearly roll-overs of the project loan.



Incidentally, project loan repayments are set to increase over the next few years
pursuant to the loan repayment schedule agreed within the loan agreement.

Going forward, additional interest claimed by project lenders invoking the Market
Disruption Event and the associated increased repayments will reduce the cash
available for distributions. Accordingly, it is envisaged that dividends paid during the next
few years will be at a lower level than in previous years. The Board of Directors will
continue to look for opportunities to improve upon this current outlook.

The following is a table of dividends declared by the Company in the last six years:

Year Interim dividend Final Dividend % Total

% Dividend %
2005 8% 10%
2006 8% 12%
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Other Matters

% There is a continuous process for identifying, evaluating and managing the key risks
faced by the company. The internal audit plan is framed to appraise any identifiable
high-risk areas. The report of the internal auditor is reviewed and any necessary
actions taken.

« The auditors have given an unqualified audit report on the financial results of the
Company for the year 2010.

Conclusion

I would like to extend my personal thanks to all personnel associated with the operation
of the Al Kamil power plant and the staff of the Company for their hard work and
dedication, as well as to those others such as our contractors, whose expertise has
assisted us in achieving these excellent results.

Finally, on behalf of the Board of Directors, | would also like to take this opportunity to

extend our sincere gratitude to His Majesty Sultan Qaboos bin Said and His Government
for the encouragement and support they continue to provide to private sector investors.

On behalf of the Board of Directors,

Dr. Ranald G.L. Spiers
Chairman



