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CHAIRMAN'S REPORT

Dear Shareholders,

| am pleased to present, on behalf of the Board of Directors, the Annual Report on the
business and operations of the Company and the financial results for the year 2012.

Summarised Results
Plant Operation
2012 2011 Growth/Improvement
Power Generation (GWh) 1,612 1,434 12%
Commercial availability 99.28% 96.16% 3%
Thermal Performance Factor 99.61% 99.60% -
Financial
Amt in ‘000)
2012 2011 Growth %
RO us$ RO US$
Income 20,831 54,161 | 19,122 49,717 9%
Direct costs 15,799 41,076 | 14,279 37,126 1%
Gross Profit 5,032 13,085 4,843 12,691 4%
Net profit 2,884 7,500 2,485 6,461 16%
Earnings per shares
(Bzs) 300 258 16%

Operational and Financial Highlights

The Company had an excellent year with better plant performance, increased operating
revenue and higher net profit. The commercial availability during the year 2012 was
99.28% - with total 189 forced outage hours as compared to 980 forced outage hours
suffered in the year 2011, Effective plant management and efficient coordination with
General Electric, the principle Gas Turbine maintenance company, ensured that the
Major Inspection and Combustion Inspection of gas turbines were timely completed. The
excellent availability and high performance as demonstrated by the plant management
are testament to the dedicated and diligent operation and maintenance team.

Electrical power delivered to the Omani Grid during the year 2012 was 1,612 GWh as
compared to 1,434 GWh for 2011, a healthy increase of 12%. During the Annual
Performance Test, the Company successfully demonstrated 14 MW of additional power
generating capacity for the plant which enhanced revenue and power generation.

The highest standards of Health, Safety, Environment and Quality Management continue
to be a central feature of the Company's operations and this focus is underlined by
another year with no Lost Time Accidents (for the tenth successive year).

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 0.206 million (US$ 0.538 million). This has
negatively impacted the Company's cash flow.

A better plant availability supplemented by a close control over overhead costs and fall
in finance cost due to loan instalment payments during the year has seen a 16% growth
in net profit as compared to the previous year.

The earnings per share increased from Baizas 258 in 2011 to Baizas 300 in 2012.

Power Sector in Oman

AKPC's entire output generated is purchased by Oman Power and Water Procurement
Company SAOC (OPWP) pursuant to the Power Purchase Agreement between OPWP
and AKPC. The Company generated 7.5% of the total power produced in the Main
Interconnected System (North) of the Sultanate of Oman for 2012(same as the year
2011). The total power deliver:d to the Main Interconnected System (North) grid
increased from 18,985 GWh in 2011 to GWh 21,619 GWh in 2012, an increase of 14%

over 2011.
Suite of Project Agreements

# The Power Purchase Agreement (PPA) sets out the terms for the generation and
supply of power exclusively to OPWP, a closed joint stock company owned by the
Government of Oman. The Agreement covers a fifteen year period from 1 May

2002.

« The Generation Licence is granted by the Authority for Electricity Regulation, a state
regulatory body established under the Sector Law.

% The Natural Gas Sales Agreement (NGSA) with the Ministry of Oil and Gas (MOG)
for the purchase of natural gas from MOG for a period of fifteen years at a pre-
determined price.

% Electricity Connection Agreement (ECA) with Oman Electricity Transmission
Company SAOC (OETC) for establishing a framework between OETC and the
Company to provide connection of the power station to the transmission system and
enforcement of the Grid Code between OETC and the Company.

% The Operation & Maintenance Agreement (OMA) with Al Kamil Construction &
Services LLC (AKCS). Pursuant to OMA, AKCS is responsible for the operations and
maintenance of the plant in return for a fixed, as well as a variable, fee.

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 agreement with OPWP to generate 14 MW additional power during the summer
months expired at the end of September 2012. The Company believes that the
power plant will continue to have additional power generation capacity. OPWP has
informed that it would not be requiring additional power in the coming years.
However, the Company will continue with its efforts to pursue with OPWP the
possibility of the extension of the agreement to supply 14 MW of additional power.

< Efforts are in progress to refinance the Company’s debt. If these prove successful,
the Company’s cash flow will see significant improvement with a future possibility of

higher dividend payments.

% OPWP has launched a process to identify alternative ways to address the issue of
the various PPAs ending successively, beginning with the end of the PPA of AKPC in
April 2017. OPWP has engaged NERA Economic Consulting as an adviser to map
out initial alternatives, and AKPC has answered to a preliminary questionnaire in the
matter. This is likely to be a progressive project with further consultation between
OPWP, Authority for Electricity Regulation, and the respective generating
companies. AKPC will remain actively and constructively engaged in this process
with a view of extending its PPA in a manner which is beneficial to all stakeholders.

% The management is optimistic about the future of AKPC. Recognising that the long-
term future of AKPC depends upon its efficient operational base, management will
continue to focus on ensuring high levels of plant availability whilst closely controlling

overhead costs.

Donation and contribution to local community

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. During the year the Company made a donation of RO 13,445 towards
children’s play facilities at the public park at Al Kamil.

Dividends
The Company disbursed the following dividends during the year 2012:

“ The Company paid final dividend of 6% for the year 2011 amounting RO 577,500

(RO 0.060 per share).
* Further, the Company paid an interim dividend of 6% for the year 2012 amounting to

RO 577,500 (RO 0.060 per share).



The Directors recommend a final dividend of 9% for the year 2012, to be paid in July
2013.

Our 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 the year 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 egri.ement. 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.
Continuance of this extra interest burden has and will considerably reduce distributable
cash surplus available with the Company for dividend distribution.

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

% Dividend %
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Other Matters

< There is a continuous process for identifying, evaluating and managing the key risks
faced by the company. The irternal audit plan is framed to appraise any identifiable
high-risk areas. The report of the internal auditor is reviewed and any necessary
actions taken. During the year, the Company identified various risks and finalised
mitigation plans to deal with these.

< The auditors have given an unqualified audit report on the financial results of the
Company for the year 2012.

Conclusion

We would like to extend our thanks to everyone associated with the operation of the Al
Kamil power plant and the staff of the Company for their hard work and dedication. We
would also thank others - such as our contractors - whose expertise has assisted us in
achieving these excellent results.

Finally, we would also like to take this opportunity to extend our sincere gratitude to His
Majesty Sultan Qaboos bin Said and the Government of the Sultanate of Oman for the
encouragement and support they continue to provide to private sector investors.



On behalf of the Board of Directors,

U

Matti Castren
Chairman



