




 
Corporate Social Responsibility Report 

 
Among the various social responsibility related initiatives pursued by the Company, it has a major focus 
in respect of community development in the Wilayat of Barka, the Wilayat in which the Company’s Plant 
is located. The Company takes its role as a responsible corporate citizen seriously. Health, education, 
environment, sports and assisting other socially important initiatives are major spheres of our social 
responsibility programme.  
 
Donations during 2017 
  
With the active participation of the Barka Municipality, the contract was awarded to a reputed Company 

to re-build and refurbish a disused children’s play park at Muraisi in Barka vilayat. The contract included 

civil work in respect of rebuilding the park and procuring and installing various children’s play activities.  

The total amount spent on this project was RO 14,825, an amount within the budget approved by the 

Shareholders in the last ordinary Annual General Meeting. 

The project was completed in November 2017.  

The local community and the government department have greatly appreciated the social initiatives 
undertaken by the Company. The Company continues to explore similar socially beneficial initiatives in 
furtherance to its commitment to be a responsible corporate citizen.  
 
Pictures of the refurbished children’s play park 
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AL SUWADI POWER COMPANY SAOG  
 

Income statement 
for the year ended 31 December  

 

2017 2017 2016 2016

Notes RO '000 USD '000 RO '000 USD '000

Revenues                  73,220               190,428                  69,357                 180,382 

Direct costs 13                 (50,668)             (131,777)                 (46,108)               (119,916)

Gross profit                  22,552                 58,651                  23,249                   60,466 

Other income                          20                         52                         60                        156 

                 22,572                 58,703                  23,309                   60,622 

General and administrative expenses 14                      (763)                  (1,985)                      (801)                   (2,084)

Profit before interest and tax                  21,809                 56,718                  22,508                   58,538 

Finance costs (net) 15                 (11,329)               (29,464)                 (11,830)                 (30,767)

Profit before tax                  10,480                 27,254                  10,678                   27,771 

Tax expense 10                   (4,828)               (12,556)                   (1,610)                   (4,188)

Net profit                     5,652                 14,698                    9,068                   23,583 

 

Earnings per share

Basic earnings per share (Baizas) 22 7.91                      - 12.69                    - 

 
 

The notes on pages 8 to 37 form an integral part of these financial statements. 

 

The Independent Auditors’ report is set forth on pages 1a - 1c. 
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AL SUWADI POWER COMPANY SAOG  
 

Statement of profit or loss and other comprehensive income 
for the year ended 31December  

 

2017 2017 2016 2016

Note RO '000 USD '000 RO '000 USD '000

Net profit 5,652               14,698                     9,068              23,583 

Other comprehensive income, net of income tax:

Item that will be reclassified to profit and loss

Cash flow hedges - effective portion of changes in 

fair value 17
                4,608           11,983             2,833                7,370 

Total comprehensive income for the year              10,260           26,681           11,901              30,953 

 

 

The notes on pages 8 to 37 form an integral part of these financial statements. 

 

The Independent Auditors’ report is set forth on pages 1a-1c. 
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AL SUWADI POWER COMPANY SAOG  
 

Statement of cash flows  
for the year ended 31 December  

 

2017 2017 2016 2016

Notes RO '000 USD '000 RO '000 USD '000

Cash flows from operating activities:

Net profit 5,652             14,698          9,068                           23,583 

Adjustments for:

Depreciation 8,016             20,847          8,023                           20,866 

Finance costs - net 11,329           29,464          11,830                         30,767 

Tax expense 4,828             12,556          1,610                             4,188 

Loss on disposal 41                   106                -                                      -   

Other income (20)                 (52)                 -                                      -   

End of service benefits 2                     4                     2                                           5 

29,848           77,623          30,533            79,409            

Changes in :

Inventories 100                261                (22)                                    (57)

Trade and other receivables 67                   175                (364)                                (947)

Trade and other payables 46                   119                2,636                             6,856 

Cash generated from operating activites 30,061           78,178          32,783                         85,261 

Finance costs paid (10,235)         (26,619)         (10,597)                      (27,561)

End of service benefits paid -                 -                 (5)                                      (13)

Net cash generated from operating activities 19,826           51,559                       22,181              57,687 

Cash flows from investing activities:

Acquisition of property, plant and equipment (183)               (475)               (32)                                    (82)

Net cash used in investing activities (183)               (475)               (32)                  (82)                  

Cash flows from financing activities:

Repayment of term loans (14,720)         (38,284)         (14,658)                      (38,122)

(Repayment of) / proceeds from short term borrowing - net (80)                 (208)               1,800                             4,682 

Maturity of short term deposit 151                396                580                                1,510 

Interest received 48                   126                30                                       77 

Dividends paid (6,115)            (15,905)         (6,573)                        (17,094)

Net cash used in financing activities (20,716)         (53,875)         (18,821)                      (48,947)

Net change in cash and cash equivalents (1,073)            (2,791)           3,328                             8,658 

Cash and cash equivalents at beginning of the year 7 3,682             9,578             354                                   920 

Cash and cash equivalents at end of the year 7 2,609             6,787             3,682                             9,578 

 

 

The notes on pages 8 to 37 form an integral part of these financial statements. 

 

The Independent Auditors’ report is set forth on pages 1a-1c. 
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AL SUWADI POWER COMPANY SAOG  

Statement of changes in equity 
for the year ended 31 December  

 

Share Legal Retained Hedging 

capital reserve earnings reserve Total

RO '000 RO '000 RO '000 RO '000 RO '000

Balance at 1 January 2017 71,441               3,911                  12,914               (9,939)                78,327               

Total comprehensive income

Net profit for the year -                      -                      5,652                  -                      5,652                  

Other comprehensive income, net of income tax

Cash flow hedges - effective portion of changes in fair value -                      -                      -                      4,608                  4,608                  

Total comprehensive income -                      -                      5,652                  4,608                  10,260               

Transfer to legal reserve -                      565                     (565)                    -                      -                      

Transaction with owners of the Company

Contribution and distribution

Dividend -                      -                      (6,115)                -                      (6,115)                

Total transactions with owners of the Company -                      -                      (6,115)                -                      (6,115)                

Balance at 31 December 2017 71,441               4,476                  11,886               (5,331)                82,472               

USD '000 USD '000 USD '000 USD '000 USD '000

Balance at 1 January 2017 185,801             10,171               33,589               (25,847)              203,714             

Total comprehensive income

Net profit for the year -                      -                      14,698               -                      14,698               

Other comprehensive income, net of income tax

Cash flow hedges - effective portion of changes in fair value -                      -                      -                      11,983               11,983               

Total comprehensive income -                      -                      14,698               11,983               26,681               

Transfer to legal reserve -                      1,470                  (1,470)                -                      -                      

Transaction with owners of the Company

Contribution and distribution

Dividend -                      -                      (15,905)              -                      (15,905)              

Total transactions with owners of the Company -                      -                      (15,905)              -                      (15,905)              

Balance at 31 December 2017 185,801             11,641               30,912               (13,864)              214,490             
 

 

The notes on pages 8 to 37 form an integral part of these financial statements. 

 

The Independent Auditors’ report is set forth on pages 1a-1c. 
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AL SUWADI POWER COMPANY SAOG  

Statement of changes in equity (Continued) 
for the year ended 31 December  

 
Share Legal Retained Hedging 

capital reserve earnings reserve Total

RO '000 RO '000 RO '000 RO '000 RO '000

Balance at 1 January 2016 71,441                 3,004                   11,326                 (12,772)                72,999                 

Total comprehensive income

Net profit for the year -                       -                       9,068                   -                       9,068                   

Other comprehensive income, net of income tax

Cash flow hedges - effective portion of changes in fair value -                       -                       -                       2,833                   2,833                   

Total comprehensive income -                       -                       9,068                   2,833                   11,901                 

Transfer to legal reserve -                       907                      (907)                     -                       -                       

Transaction with owners of the Company

Contribution and distribution

Dividend -                       -                       (6,573)                  -                       (6,573)                  

Total transactions with owners of the Company -                       -                       (6,573)                  -                       (6,573)                  

Balance at 31 December 2016 71,441                 3,911                   12,914                 (9,939)                  78,327                 

USD '000 USD '000 USD '000 USD '000 USD '000

Balance at 1 January 2016 185,801               7,813                   29,458                 (33,217)                189,855               

Total comprehensive income

Net profit for the year -                       -                       23,583                 -                       23,583                 

Other comprehensive income, net of income tax

Cash flow hedges - effective portion of changes in fair value -                       -                       -                       7,370                   7,370                   

Total comprehensive income -                       -                       23,583                 7,370                   30,953                 

Transfer to legal reserve -                       2,358                   (2,358)                  -                       -                       

Transaction with owners of the Company

Contribution and distribution

Dividend -                       -                       (17,094)                -                       (17,094)                

Total transactions with owners of the Company -                       -                       (17,094)                -                       (17,094)                

Balance at 31 December 2016 185,801               10,171                 33,589                 (25,847)                203,714               

 
 

The notes on pages 8 to 37 form an integral part of these financial statements. 

 

The Independent Auditors’ report is set forth on pages 1a-1c. 

 

 
  



Page 8 

 

AL SUWADI POWER COMPANY SAOG  
 

Notes 
(forming part of the financial statements) 
 

1 Legal status and principal activities 

 
Al Suwadi Power Company (the “Company”) was registered as a closed Omani Joint Stock company 

(“SAOC”) on 2 August 2010 under the Commercial Companies Law of Oman.  Subsequently, the 

Company was converted to a public joint stock company (“SAOG”) and was listed on the Muscat 

Securities Market on 23 June 2014. 
 

The Company‟s objectives are to develop, finance, design, construct, operate, maintain, insure and own a 

power generating facility (the Barka 3 Power Plant with a capacity of about 750MW), and associated gas 

interconnection facilities and other relevant infrastructure; making available the demonstrated power 

capacity; and selling the electrical energy generated to Oman Power and Water Procurement Company 

SAOC. Accordingly, the Plant is considered and managed as one reportable segment. Commercial 

Operation of the Plant was achieved by the Company on 4 April 2013. 

 

2 Significant agreements 

 

Project documents 

 

i. Power Purchase Agreement (“PPA”) dated 10 August 2010 with OPWP for a period of 15 years from 

the scheduled Commercial Operation Date (“COD”). 
 

ii. Natural Gas Sales Agreement (“NGSA”) dated 31 August 2010 with the Ministry of Oil and Gas 

(“MOG”) for the purchase of natural gas for a period of 15 years from the scheduled COD. 
 

iii. Usufruct Agreement relating to the Barka site dated 15 August 2010 with the Government of the 

Sultanate of Oman represented by the Ministry of Housing for grant of Usufruct rights over the plant 

site for 25 years from its effective date. 
 

 

iv. Turnkey Engineering, Procurement and Construction Contract (“EPC Contract”) dated                      

15 September 2010 with Siemens AG and GS Engineering and Construction Corp. to perform the 

engineering, procurement and construction of the Plant. 
 

v. Operation & Maintenance Agreement (“O&M Agreement”) with Suez Tractebel Operation and 

Maintenance Oman LLC (“STOMO”) dated 24 September 2010 for a period of 15 years from 

scheduled COD. 

 

vi. Electrical Connection Agreement dated December 2011 with Oman Electricity Transmission 

Company SAOC for connection of the Company‟s equipment to the transmission system. 

 

Finance Documents 
 

vii. Common Terms Agreement (“CTA”) and Facility Agreements dated 16 September 2010 for long 

term loans with international and local banks.  

viii. First Amendment Agreement to the Common Terms Agreement and Facility Agreements dated       

29 September 2010. 

ix. Hedging Agreements for interest rate swap  with Credit Agricole Corporate & Investment Bank 

(dated 5 October 2010), KfW IPEX Bank GMBH (dated 6 October 2010), HSBC Bank Middle East 

Limited (6 October 2010) and Standard Chartered Bank (dated 7 October 2010 and reprofiled on       

19 December 2011).  

 

x. Hedging Agreements for currency swap with Standard Chartered Bank and Credit Agricole Corporate 

& Investment Bank dated 12 October 2010 and 4 August 2015 respectively. 

 

xi. Revolving Working Capital Facility Agreement dated 5 June 2012 with Bank Muscat SAOG for 

purpose of availing short term loans upto Omani Rial 8.84 million. 
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AL SUWADI POWER COMPANY SAOG  
 

Notes 
(forming part of the financial statements) 
 

2 Significant agreements (continued) 
 

Security Documents 

 
 

xii. Intercreditor Deed dated 16 September 2010 with The Export-Import Bank of Korea, Credit Agricole 

Corporate & Investment Bank (as the “Global Facility Agent” and “Offshore Security Trustee”), 

Bank Muscat SAOG (as the “Onshore Account Bank”) and Others.   

 

xiii. Offshore Deed of Charge and Assignment dated 16 September 2010 with Credit Agricole Corporate 

& Investment Bank as “Offshore Security Trustee”. 

 

xiv. Deed of Assignment of Re-insurance dated 16 September 2010 with Credit Agricole Corporate and 

Investment Bank as “Offshore Security Trustee”; and Oman United Insurance Company SAOG as 

“Insurer”. 

 

xv. Sale and Purchase Agreement dated 16 September 2010 with Bank Muscat SAOG as the “Onshore 

Security Agent”. 

 

xvi. Agreement for Security over Omani Shares dated 16 September 2010 between the Company as “the 

Company”, the Founder Shareholders as the “Chargors”, Bank Muscat SAOG as the “Onshore 

Security Agent”; and Credit Agricole Corporate & Investment Bank as the “Global Facility Agent”. 

 

xvii. Commercial Mortgage over Company‟s Assets (including receipt) dated 21 September 2010 between 

the Company as “Mortgagor” and Bank Muscat SAOG as “Mortgagee”.  

 

xviii. Legal Mortgage dated 21 September 2010 between the Company as “Mortgagor” and Bank Muscat 

SAOG as “Mortgagee”. 

 

xix. Direct Agreements entered into by Lenders Agent in respect of PPA, NGSA, EPC Contract and 

O&M Agreement. 

 

 

3 Basis of preparation and significant accounting policies 
 

 Basis of preparation 
 

(a) Statement of compliance 

 

The financial statements have been prepared in accordance with International Financial Reporting Standards 

(“IFRSs”) as issued by the International Accounting Standards Board (“IASB”), applicable requirements of 

the Oman Commercial Companies Law of 1974 (as amended) (“CCL”) and disclosure requirements of the 

Capital Market Authority of the Sultanate of Oman (“CMA”). 
 

(b) Basis of measurement 

 
These financial statements are prepared on historical cost basis except for provision for asset retirement 

obligation and deferred finance cost which are measured at amortised cost and certain financial instruments 

which are measured at fair value. 
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AL SUWADI POWER COMPANY SAOG  
 

Notes 
(forming part of the financial statements) 

 

3 Basis of preparation and significant accounting policies (continued) 

 
 

(c) Use of estimates and judgements 
 

The preparation of the financial statements in conformity with IFRSs requires the management to make 

judgements, estimates and assumptions that affect the application of accounting policies and the reported 

amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates. Estimates 

and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are 

recognised in the period in which the estimates are revised and in any future periods affected.  

 

Information about critical judgements in applying accounting policies that have the most significant effect 

on the amounts recognised in the financial statements is included in impairment of property, plant and 

equipment, financial valuation of derivative financial instruments, asset retirement obligation, impairment 

of financial assets and operating leases. 

 

 

Measurement of fair value 
 

The Company measures fair values using the following fair value hierarchy based on the inputs used in 

making the measurements: 

 Level 1: Quoted market price (unadjusted) in an active market for an identical instrument. 

 Level 2: Valuation techniques based on observable inputs. This category includes instruments valued 

using quoted market prices in the active market for similar instruments, quoted market prices for identical 

or similar instruments in markets that are considered less than active, or other valuation techniques where 

all significant inputs are directly or indirectly observable from market data. 

 Level 3: Valuation techniques using significant unobservable inputs. This category includes instruments 

that are valued based on quoted prices of similar instruments where significant unobservable adjustments 

or assumptions are required to reflect differences between the instruments. 

 
 

Significant accounting policies 
 

(d) Currency 

 

(i) Presentation and functional currency 

These financial statements are presented in United States Dollars (“USD”), which is the Company‟s 

functional currency, and also in Rial Omani (“RO”) for local regulatory requirements. The Omani 

Rial amounts, which are presented in these financial statements have been translated from the USD 

amounts at an exchange rate of USD 1 = RO 0.3845.  

All amounts have been rounded to the nearest thousand (RO „000 and USD „000) except where 

otherwise stated. 
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AL SUWADI POWER COMPANY SAOG  

 

Notes 
(forming part of the financial statements) 

 
3 Basis of preparation and significant accounting policies (continued) 

 

Significant accounting policies (continued) 
 

(d) Currency (continued) 

 
 

(ii) Foreign currency transactions 
 

In preparing the financial statements, transactions in currencies other than the Company‟s functional 

currency (foreign currencies) are recorded at the exchange rates prevailing at the dates of the 

transactions.  

 

At each reporting date, monetary items denominated in foreign currencies are translated at the rates 

prevailing at the reporting date. 

 

Non-monetary items that are measured based on historical cost in a foreign currency are translated at 

the exchange rates at the date of the transaction.  

 

Translation gains and losses related to monetary items are recognized in the income statement in the 

period in which they arise, with the exception of those related to monetary items that qualify as 

hedging instruments in a cash flow hedge that are recognized initially in profit or loss and other 

comprehensive income to the extent that the hedge is effective. 

  
(e) Financial instruments  

(i) Non derivative financial instrument 

Non-derivative financial instruments comprise trade and other receivables, cash and cash equivalents, 

loans and borrowings, and trade and other payables. Cash and cash equivalents comprise cash 

balances, demand deposits, fixed deposits and term deposits with original maturity not greater than 

three months. Bank overdrafts that are repayable on demand and form an integral part of the 

Company‟s cash management are included as a component of cash and cash equivalents for the 

purpose of the statement of cash flows.  

 

The Company initially recognizes receivables, loans and borrowings on the date when they are 

originated. All other financial assets and liabilities are initially recognized on the trade date when the 

entity becomes a party to the contractual provisions of the instrument. 

 

The Company derecognises a financial asset when the contractual rights to the cash flows from the 

asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in which 

substantially all of the risks and rewards of ownership of the financial asset are transferred, or it 

neither transfers nor retains substantially all of the risks and rewards of ownership and does not 

retain control over the transferred asset.  

 

The Company derecognises a financial liability when its contractual obligations are discharged, 

cancelled or expired. 

 

Financial assets and financial liabilities are offset and the net amount presented in the statement of 

financial position when, and only when, the Company currently has a legally enforceable right to 

offset the amounts and intends either to settle them on a net basis or to realise the asset and settle the 

liability simultaneously. 

Non-derivative financial instruments are recognised initially at fair value plus, for instruments not at 

fair value through profit or loss, any directly attributable transaction costs.  
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AL SUWADI POWER COMPANY SAOG  
  

Notes 
(forming part of the financial statements) 
 

3  Basis of preparation and significant accounting policies (continued) 

 

(e) Financial instruments (continued) 

(ii) Derivative financial instruments, including hedge accounting  

The Company holds derivative financial instruments to hedge its foreign currency and interest rate 

risk exposures. On initial designation of the hedge, the Company formally documents the relationship 

between the hedging instruments and hedged items, including the risk management objectives and 

strategy in undertaking the hedge transaction, together with the methods that will be used to assess the 

effectiveness of the hedging relationship.  

The Company makes an assessment, both at the inception of the hedge relationship as well as on an 

ongoing basis, whether the hedging instruments are expected to be “highly effective” in offsetting the 

changes in the fair value or cash flows of the respective hedged items during the period for which the 

hedge is designated, and whether the actual results of each hedge are within a range of 80% to 125%. 

For a cash flow hedge of a forecast transaction, the transaction should be highly probable to occur and 

should present an exposure to variations in cash flows that could ultimately affect reported net 

income. 

Derivatives are recognised initially at fair value; attributable transaction costs are recognised in the 

income statement as incurred. Subsequent to initial recognition, derivatives are measured at fair 

value, and changes therein are accounted for as described below.  

 

(iii) Cash flow hedges 

When a derivative is designated as the hedging instrument in a hedge of the variability in cash flows 

attributable to a particular risk associated with a recognised asset or liability or a highly probable 

forecast transaction that could affect the income statement, the effective portion of changes in the fair 

value of the derivative is recognised in profit or loss and other comprehensive income and presented 

in the hedging reserve in equity. The amount accumulated in equity is retained in other 

comprehensive income and re-classified to profit or loss in the same period or periods during which 

the hedged forecast cash flows affect profit or loss or the hedged item affects profit or loss. Any 

ineffective portion of changes in the fair value of the derivative is recognised immediately in the 

income statement. If the hedging instrument no longer meets the criteria for hedge accounting, 

expires or is sold, terminated, exercised, or the designation is revoked, then hedge accounting is 

discontinued prospectively.  

The cumulative gain or loss previously recognised in profit or loss and other comprehensive income 

and presented in the hedging reserve in equity remains there until the forecast transaction affects the 

income statement. When the hedged item is a non-financial asset, the amount recognised in profit or 

loss and other comprehensive income is transferred to the carrying amount of the asset when the asset 

is derecognised. If the forecast transaction is no longer expected to occur, then the balance in profit or 

loss and other comprehensive income is recognised immediately in the income statement.  
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 AL SUWADI POWER COMPANY SAOG 

  

Notes 
(forming part of the financial statements) 
 

3 Basis of preparation and significant accounting policies (continued) 

 

(f) Property, plant and equipment 

(i) Recognition and measurement 

Items of property, plant and equipment are measured at cost less accumulated depreciation and 

accumulated impairment losses, if any. Cost includes expenditure that is directly attributable to the 

acquisition of the asset. The cost of self-constructed assets includes the cost of materials and direct 

labour, any other costs directly attributable to bringing the assets to a working condition for their 

intended use, the costs of dismantling and removing the items and restoring the site on which they are 

located, and capitalised borrowing costs. Cost also may include transfers from profit or loss and other 

comprehensive income of any gain or loss on qualifying cash flow hedges of foreign currency 

purchases of property, plant and equipment.  

When parts of an item of property, plant and equipment have different useful lives, they are accounted 

for as separate items (major components) of property, plant and equipment.  

Gains and losses on disposal of an item of property, plant and equipment are determined by 

comparing the proceeds from disposal with the carrying amount of property, plant and equipment, and 

the difference is recognised in the income statement. When revalued assets are sold, the amounts 

included in the revaluation reserve are transferred to retained earnings. 

(ii) Subsequent expenditure 

Subsequent expenditure is capitalised only when it increases future economic benefits embodied in 

the specific asset to which it relates. All other subsequent expenditure is recognised as an expense in 

the period in which it is incurred. 

 (iii) Depreciation 

Depreciation is charged to the income statement on a straight-line basis over the estimated useful 

lives of the asset less its residual value.  

The management assigns useful lives and residual values to the items of property, plant and 

equipment based on intended use of the assets and the expected economic lives of those assets. 

Subsequent changes in circumstances such as technological advances or prospective utilisation of 

the assets concerned could result in the actual lives or residual values differing from the initial 

estimates. The management has reviewed the residual values and useful lives of the major items of 

property, plant and equipment and have determined that no adjustment is necessary. 

      The estimated useful lives for current and comparative periods are as follows:  

                              

           Years 

Property, plant and equipment                                40 

De-commissioning asset              40 

Technical spares                   25 

Other assets                        3 

 

 (iv) Capital work in progress 

Capital work in progress is measured at cost and is not depreciated until it is transferred into one of 

the fixed asset categories, which occurs when the asset is ready for intended use. 
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 AL SUWADI POWER COMPANY SAOG 

  

Notes 
(forming part of the financial statements) 
 

3 Basis of preparation and significant accounting policies (continued) 

 

(f) Property, plant and equipment (continued) 

(v) Asset retirement obligation 

A liability for future asset retirement obligation is recognized as the activities giving rise to the 

obligation of future site restoration take place. The liability is measured at the present value of the 

estimated future cash outflows to be incurred on the basis of current technology. The liability 

includes all costs associated with site restoration, including plant closure and monitoring costs. 

  

(g) Capital spares 

 
Cost of capital spares includes all expenditure directly attributable to the acquisition of capital spares. 

 

Capital spares shall be recognised in the carrying amount of the affected item of property, plant and 

equipment when it is put in use. The carrying amount of the replaced item is derecognised. When it is not 

practical to determine the carrying amount of the replaced part, the cost of the capital spare may be used as 

an indication of what the cost of the replaced part was at the time it was acquired. 
 

(h) Inventory 

 
Inventory comprises of fuel oil. The cost of inventories is determined on the weighted average cost basis 

and includes expenditure incurred in acquiring and bringing them to their existing location and condition. 

Obsolete inventory items are written down to their estimated net realizable value. 
 

(i) Impairment 

 

(i) Non-derivative 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 the estimated future cash flows discounted at the original 

effective interest rate. 

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 the income statement. An impairment loss is reversed if 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 the income statement. 
 

(ii) Non – financial assets 

The carrying amounts of the Company‟s non-financial assets, other than inventories and deferred tax 

assets are reviewed at each reporting date to determine whether there is any indication of impairment.  

If any such indication exists, the assets‟ recoverable amounts are estimated. An impairment loss is 

recognised whenever the carrying amount of an asset or its cash-generating unit exceeds its 

recoverable amount. Impairment losses are recognised in the income statement unless it reverses a 

previous revaluation that was credited to equity, in which case it is charged to equity.   
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AL SUWADI POWER COMPANY SAOG  
  

Notes 
(forming part of the financial statements) 
 

3 Basis of preparation and significant accounting policies (continued) 
 

(i) Impairment (continued) 
 

(ii) Non – financial assets (continued) 

 
The recoverable amount of the cash generating unit is the greater of its value in use and its fair value 

less cost to sell. In assessing 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 specific to the plant. 

 

The management determines whether there are any indications of impairment to carrying value of 

property, plant and equipment on an annual basis because of the difference between the duration of the 

contracted cash flows and accounting deprecation of assets. This requires an estimation of the value in 

use of the cash generating unit. Estimating the value in use requires the Company to make an estimate 

of the residual value of the cash generating unit at the end of the term of the PPA considering the 

expected future cash flows for the period beyond the term of the PPA and also a suitable discount rate 

in order to calculate the present value of those cash flows. 

An impairment loss is reversed if there has been a change in the estimates used to determine the 

recoverable amount. An impairment loss is reversed only to the extent that the assets‟ carrying amount 

does not exceed the carrying amount that would have been determined, net of depreciation or 

amortisation, if no impairment loss had been recognised. 

 
(j) Financial liabilities 

Trade and other payables are recognised initially at fair value and subsequently measured at amortised cost 

using the effective interest method.  

Interest-bearing liabilities are recognised initially at fair value less attributable transaction costs. 

Subsequent to initial recognition, interest-bearing liabilities are stated at amortised cost with any difference 

between cost and redemption value being recognised in the income statement over the period of the 

borrowings on an effective interest basis. 

 

(k) Employee terminal benefits 

Obligations for contributions to a defined contribution retirement plan for Omani employees, in accordance 

with the Oman Social Insurance Scheme, are recognised as an expense in the income statement as incurred. 

The Company‟s obligation in respect of terminal benefits of non-Omani employees, is the amount of future 

benefit that such employees have earned in return for their service in the current and prior periods.  

 

(l) Provisions 

A provision is recognised when the Company has a 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. 

Where a provision is measured using the cash flows estimated to settle the present obligation, its carrying 

amount is the present value of those cash flows. 

 

(m) Borrowing costs 

Interest expense and similar charges are expensed in the income statement in the period in which they are 

incurred, except to the extent that they are capitalised as being directly attributable to the acquisition, 

construction or production of a qualifying asset which necessarily takes a substantial period of time to 

prepare for its intended use or sale.   
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3 Basis of preparation and significant accounting policies (continued)  

 

((n)      Deferred financing cost 

The cost of obtaining long-term financing is deferred and amortised over the period of the long term loan 

using the effective interest rate method. Deferred financing costs less accumulated amortisation are offset 

against the drawn amount of the term loans. The amortization of the deferred financing costs was 

capitalized during construction period of the plant except during the early power period during which an 

amount proportionate to that period was charged to the income statement. Subsequent to the COD, the 

amortization of the deferred financing costs is charged to the income statement. 

 

(o) Operating lease 

 

The Company has entered into a long term PPA. In accounting of this arrangement, the Company has 

determined the PPA to be a lease as the purchaser (OPWP) has the right to direct how the Company 

operates the Plant during the term of the contract and obtains from the Company electricity generated by 

the Plant during the term of the contract. In accordance with the PPA, OPWP has the right to control the 

use of the Plant. Further, the management has concluded that this arrangement is in the nature of an 

operating lease since it does not transfer substantially all the risks and rewards incidental to the ownership 

of the Plant. 

(p) Revenue 

 

The tariff structure under the PPA is comprised of power capacity (includes investment charge and fixed 

operation and maintenance charge), electrical energy and fuel charges components. The investment charge 

of the power capacity component is treated as operating lease and recognised on a straight line basis over 

the lease term whereas the other components of tariff under the PPA are recognised as revenue on an 

accrual basis of accounting. No revenue is recognised if there are significant uncertainties regarding 

recovery of the consideration due.  

 

(q) Income tax 

Income tax on the profit or loss for the year comprises 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. 

Deferred tax is calculated on 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 reporting 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 asset 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. 

(r) Dividend 

 
The Board of Directors takes into account appropriate parameters including the requirements of the 

Commercial Companies Law while recommending the dividend. 

 

Dividends on ordinary shares are recognised when they are approved for payment. 

 

(s)  Directors’ sitting fees and remuneration 

 
Directors‟ sitting fees and remuneration are approved by the shareholders in the ordinary annual general 

meeting of the Company and are recognised as an expense in the income statement. 
  



Page 17 

AL SUWADI POWER COMPANY SAOG  
 

Notes 
(forming part of the financial statements) 
 

3 Basis of preparation and significant accounting policies (continued)  
 

(t) New standards and interpretation not yet effective 
 

For the year ended 31 December 2017, 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 

are effective for period beginning on or after 1 January 2017. 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 year.  

A number of new standards, amendments to standards and interpretations are not yet effective for the year 

ended 31 December 2017. The ones which may be relevant to the Company and have not been applied in 

preparing the financial statements are set out below: 
 

IFRS 9: Financial Instruments 

IFRS 9 introduces new requirements for the classification and measurement of financial assets. Under 

IFRS 9, financial assets are classified and measured based on the business model in which they are held 

and the characteristics of their contractual cash flows. IFRS 9 introduces new requirements for recognition 

of fair value changes of liabilities designated as fair value through profit or loss and hedge accounting 

requirements and disclosures. IFRS 9 is effective for annual periods beginning on or after 1 January 2018 

with early adoption permitted. The Company has assessed and concluded that there is no material impact 

and does not plan to adopt early. However, additional disclosures with regard to the Company‟s risk 

management activities may be required. 
 

IFRS 15: Revenue from Contracts with Customers 

IFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue is 

recognised. It replaces existing revenue recognition guidance, including IAS 18 Revenue, IAS 11 

Construction Contracts and IFRIC 13 Customer Loyalty Programmes. IFRS 15 is effective for annual 

reporting periods beginning on or after 1 January 2018, with early adoption permitted. The Company has 

assessed and concluded that there is no material impact as the contract has a single performance obligation 

and the Company continues to recognise revenue over time as the customer simultaneously receives and 

consumes all the benefits provided by the Company. The Company does not plan to adopt early. 

IFRS 16: Leases 

IFRS 16 sets out the principles for recognition, measurement, presentation and disclosure of leases. It 

replaces existing lease recognition guidance, including IAS 17 Leases, IFRIC 4 Determining whether an 

Arrangement contains a Lease, SIC-15 Operating Leases – Incentives and SIC-27 Evaluating the Substance 

of Transactions Involving the Legal Form of a Lease. IFRS 16 is effective for annual periods beginning on 

or after 1 January 2019. Earlier application is permitted for entities that apply IFRS 15 Revenue from 

Contracts with Customers at or before the date of initial application of IFRS 16. The Company is currently 

assessing the potential impact of this standard and does not plan to adopt early. 
 

(u)  Determination of fair value 

(i) Derivative financial instruments 

Fair value of forward exchange contracts is estimated by discounting the difference between the 

contractual forward price and the current forward price for the residual maturity of the contract using 

yield curves of the respective currencies. 

The fair value of interest rate swaps is based on estimated future cash flows based on the terms and 

maturity of each contract and using market interest rates. 

Fair values reflect the credit risk of the instrument and include adjustments to take account of the credit 

risk of the Company and counterparty when appropriate. 

(ii) Non-derivative financial liabilities 

Fair value, which is determined for disclosure purposes, is calculated based on the present value of 

future principal and interest cash flows, discounted at the market rate of interest at the reporting date. 
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4 Property, plant and equipment 

 

Property, plant 

and equipment

Decommi 

ssioning asset

Technical 

spares

Other

assets Total

RO '000 RO '000 RO '000 RO '000 RO '000

Cost

1 January 2016 317,851                467                      1,691                88                   320,097           

Additions during the year -                        -                       26                     6                     32                    

Disposal during the year -                        -                       -                   -                  -                   

1 January 2017 317,851              467                     1,717              94                  320,129         

Additions during the year 221                      -                      -                   4                     225                 

Disposal/transfer during the year * (175)                     (467)                    -                   (5)                   (647)                

31 December 2017 317,897              -                      1,717              93                  319,707         

Depreciation

1 January 2016 22,520                  33                        136                   68                   22,757             

Charge for the year 7,927                    12                        71                     13                   8,023               

Disposal during the year -                        -                       -                   0                     0                      

1 January 2017 30,447                 45                       207                  81                  30,780            

Charge for the year 7,928                   9                          69                    10                  8,016              

Disposal/transfer during the year * (18)                       (54)                      -                   (5)                   (77)                  

31 December 2017 38,357                 -                      276                  86                  38,719            

Carrying amount

31 December 2017 279,540              -                      1,441              7                     280,988         

31 December 2016 287,404                422                      1,510                13                   289,349           

USD'000 USD'000 USD'000 USD'000 USD'000

Cost

1 January 2016 826,661                1,214                   4,399                228                 832,502           

Additions during the year -                        -                       67                     15                   82                    

Disposal during the year -                        -                       -                   (1)                    (1)                     

1 January 2017 826,661              1,214                  4,466              242                832,583         

Additions during the year 575                      -                      -                   9                     584                 

Disposal/transfer during the year * (455)                     (1,214)                -                   (13)                 (1,682)             

31 December 2017 826,781              -                      4,466              238                831,485         

Depreciation

1 January 2016 58,572                  85                        352                   176                 59,185             

Charge for the year 20,617                  31                        184                   34                   20,866             

Disposal during the year -                        -                       -                   (1)                    (1)                     

1 January 2017 79,189                 116                     536                  209                80,050            

Charge for the year 20,619                 23                       179                  26                  20,847            

Disposal/transfer during the year * (48)                       (139)                    -                   (13)                 (200)                

31 December 2017 99,760                 -                      715                  222                100,697         

Carrying amount

31 December 2017 727,021              -                      3,751              16                  730,788         

31 December 2016 747,472                1,098                   3,930                33                   752,533           

* During 2017, property, plant and equipment amounting to USD 300,589 (RO 115,576) were de-capitalised and 

transferred to capital spares.
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2017 2017 2016 2016

RO '000 USD '000 RO '000 USD '000  

 5 Term loans 

 

Term loans              183,915               478,322                198,635               516,606 

Less: current portion              (15,046)               (39,132)                (14,720)                (38,283)

Non-current portion              168,869               439,190                183,915               478,323 

Less:  Unamortised transaction cost                 (6,303)               (16,394)                  (7,576)                (19,703)

             162,566               422,796                176,339               458,620 

  

On 16 September 2010, the Company entered into a Common Terms Agreement (“CTA”), for credit 

facilities with a consortium of international banks, export credit agencies and a local bank, with Credit 

Agricole Corporate & Investment Bank as the Global Facility Agent, Offshore Security Trustee, Offshore 

Account Bank, KEXIM Facility Agent and Commercial Facility Agent; with Bank Muscat SAOG as 

Onshore Security Agent and Onshore Account Bank; and with KfW IPEX - Bank GmbH as the Hermes 

Facility Agent.  
 

 At 31 December, the outstanding amounts were as follows: 

 

Hermes Covered Variable Facility 51,794              134,706             56,916                148,025              

Commercial Facility 43,995              114,422             44,881                116,726              

KEXIM Direct Facility 36,913              96,002               40,562                105,494              

Hermes Covered Fixed Facility 31,874              82,896               35,025                91,092                

KEXIM Covered Facility 19,339              50,296               21,251                55,269                

183,915            478,322             198,635              516,606              

Repayments 
 

The aggregate amount of drawdown under the above facilities is repayable in half yearly instalments 

commencing from 31 October 2013, with the final instalment being due on 31 March 2027 except for 

Commercial Facility which has a final maturity date of 31 March 2028. 
 

Reconciliation of movements of liabilities to cash flows arising from financing activities: 

               Short term borrowing

Particulars RO'000s USD'000s RO'000s USD'000s

Balance at 1 January 2017 198,635              516,606               2,080                  5,410                  

Proceeds from borrowing -                      -                       31,250                81,274                

Repayments of borrowing (14,720)               (38,284)                (31,330)               (81,482)              

Balance at 31 December 2017 183,915            478,322             2,000                 5,202                

        Term loans

 
 

Interest  

(i) Interest on Hermes Covered Fixed Facility is charged at a fixed rate of 3.60% per annum, including 

margin. 

(ii) Interest on the remaining facilities is charged at a floating rate of US LIBOR plus applicable margin. 

The Company has entered into interest rate swap contracts to fix its obligations against unfavorable 

US LIBOR rate changes.  

During the year, the margins ranged between 1.45% and 2.80% per annum                                  

(2016: ranged between 1.45% and 2.58% per annum) depending on the type of facility and the 

interest payment period. 
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5 Term loans (continued) 

 

Other fees 

Under the terms of the above facilities, the Company is required to pay agency and other fees. 

Securities 
 

The above facilities are secured by comprehensive legal and commercial mortgages on all the assets, etc. of 

the Company. 

 

Covenants 

 
The term loan facilities contain certain covenants pertaining to, amongst other things, liquidation and 

merger, entering into material new agreements, negative pledge, disposal of asset, granting of loan and 

guarantee, acquisition of capital assets, debt service coverage ratio, change of business, loan and guarantee, 

hedging agreement, etc, which the Company is required to comply. The Company is in compliance with the 

covenants. 

 

2017 2017 2016 2016

RO '000 USD '000 RO '000 USD '000

 

6 Trade and other receivables 

 

Trade receivables 2,737                      7,119                  3,043                      7,913                      

Due from a related party (Note 16) 33                           86                                                     -                               -   

Prepayments 237                         616                      243                         634                         

Other receivables and accrued income 727                         1,889                  514                         1,338                      

3,734                      9,710                  3,800                      9,885                      

 

7 Cash and cash equivalents 
 

Cash  in hand 1                              3                          0                             1                             

Cash  at bank 2,608                      6,784                  3,682                      9,577                      

2,609                      6,787                  3,682                      9,578                      

 
Cash at bank includes RO 4,000 (USD 10,403); [2016: RO 4,000 (USD 10,403)], as margin money towards 

a bank guarantee. 
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8 Equity 
 

(a) Share capital 
 

The details of the shareholders are as follows: 

Nationality

No. of shares 

held of 

nominal value %  of total

Aggregate 

nominal value 

of shares held

100 Bzs. each RO '000

31 December 2017

Kahrabel FZE UAE 213,607,492 29.90% 21,361               

Multitech LLC Omani 102,160,110 14.30% 10,216               

Civil Service Employees Pension Fund Omani 76,858,091    10.76% 7,686                  

SEP International Netherlands B.V. Netherlands 51,080,055    7.15% 5,108                  

Blue Horizon Barka Power B.V. Netherlands 51,080,055    7.15% 5,108                  

Public Authority for Social Insurance Omani 47,560,197    6.66% 4,756                  

Ministry of Defence Pension Fund Omani 46,149,064    6.46% 4,615                  

Shareholders with less than 5% shareholding 125,911,276 17.62% 12,591               

714,406,340 100.00% 71,441               

Nominal value in USD '000 185,801             

31 December 2016

Kahrabel FZE UAE 213,607,492    29.90% 21,361                 

Multitech LLC Omani 102,160,110    14.30% 10,216                 

Civil Service Employees Pension Fund Omani 67,868,714      9.50% 6,787                   

SEP International Netherlands B.V. Netherlands 51,080,055      7.15% 5,108                   

Blue Horizon Barka Power B.V. Netherlands 51,080,055      7.15% 5,108                   

Public Authority for Social Insurance Omani 46,506,409      6.51% 4,651                   

Ministry of Defence Pension Fund Omani 45,218,671      6.33% 4,522                   

Shareholders with less than 5% shareholding 136,884,834    19.16% 13,688                 

714,406,340    100.00% 71,441                 

Nominal value in USD '000 185,801               

 

The Company has authorized, issued and paid-up share capital of RO 71,440,634 consisting of 714,406,340 

shares of RO 0.1 each (2016: RO 71,440,634 consisting of 714,406,340 shares of RO 0.1 each).  

 

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are 

entitled to one vote per share at general meetings of the Company. All shares rank equally with regard to 

the Company‟s residual assets. 
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8 Equity (continued) 

 

(b) Legal reserve 
 

Article 106 of the Commercial Companies Law of 1974 requires that 10% of Company‟s net profit is 

transferred to a non-distributable legal reserve until the amount of legal reserve becomes equal to at least 

one-third of the Company‟s issued share capital. 
 

(c) Hedging reserve 
 

Hedging reserve comprises the effective portion of the cumulative net change in the fair value of cash flow 

hedging instruments related to hedged transactions that have not yet occurred (note 17). 

 
 

(d) Dividend 

 
Pursuant to shareholders resolution of 25 March 2017, the Board of Directors, in the meetings held on       

26 April 2017 and 25 October 2017, approved cash dividends of 3.80 Baizas and 4.76 Baizas per share, 

respectively from the retained earnings of the Company as at 31 December 2016, to the shareholders of the 

Company who are registered in the Company shareholders‟ register with Muscat Clearing and Depository 

Company SAOC. The cut off dates for entitlement to receive dividends were 11 June 2017 and                  

11 December 2017 respectively.  
 
Unclaimed dividend relating to cut off date of 11 June 2017 in the amount of RO 4,327.585 has been 

deposited by Muscat Clearing & Depository Company SAOC with the Investors Trust Fund.  
 

9 Trade and other payables 

2017 2017 2016 2016

RO '000 USD '000 RO '000 USD '000

Fuel gas payable and accrual                       3,882 10,099                3,467                                             9,017 

Accrued finance cost                       1,622 4,219                  1,718                                             4,468 

Due to related parties (note 16)                           769 1,998                  1,067                                             2,777 

Trade payables                               2 6                          99                           257 

Other payables and accruals                           405 1,056                  345                                                   896 

6,680                      17,378                                       6,696                      17,415 
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10 Tax expense 

The Royal Decree 9/2017 was issued on 19 February 2017 and published in the official gazette on            

26 February 2017 amending certain provisions of the Income Tax Law 28/2009, including increase in 

corporate income tax rate from 12% to 15%. The effect of increase in tax rate has been recognized in these 

financial statements. 

Deferred tax asset has been recognised directly in equity in respect of the changes in fair values of interest 

rate swaps and forward rate contracts (note 17). 

a) Income tax recognised in the income statement: 

 

 2017 2017 2016 2016 

 RO ‘000 USD ‘000 RO „000 USD „000 

Deferred tax expense relating to temporary 

differences  4,828 12,556 1,610 4,188 

b) Reconciliation 

 The following is a reconciliation of income tax with the tax expense at the applicable tax rate of 15%      

(2016: 12%). 

2017 2017 2016 2016

RO '000 USD '000 RO '000 USD '000

Profit before tax 10,480                   27,254             10,678                   27,771              

Income tax as per rates mentioned above 1,572                      4,088               1,281                     3,333                

Deferred tax impact for prior period due to increase in 

tax rate 3,013                      7,835               -                        -                    

Change in recognised temporary difference 243                         633                   329                        855                   

Deferred tax expense for the year 4,828                      12,556             1,610                     4,188                

No deferred tax has been recognised on tax losses of RO 49.5 million which are expected to expire in the 

years between 2018 – 2022, as it is probable that future taxable profits will not be available against which 

the Company can use the benefits therefrom. 

The Company‟s effective tax rate for the year ended 31 December 2017 was 46.1%  

(31 December 2016: 15.1%).  

c) Deferred tax liability 

At 1 January

2017

Recognised

during the 

year

At 31 December

2017

RO '000 RO '000 RO '000

Deferred tax (liability)/asset recognised in income statement

Depreciation for property, plant and equipment (13,987)                    (6,156)              (20,143)                

Provision for site restoration 25                            12                     37                         

Losses carried forward 1,912                       1,316               3,228                   

(12,050)                    (4,828)              (16,878)                

Deferred tax asset directly recognised in equity

Fair value adjustment of interest rate and forex swap 1,367                       (422)                 945                       

Deferred tax liability (10,683)                    (5,250)              (15,933)                

Nominal value in USD '000 (27,785)                    (13,652)            (41,437)                
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10 Tax expense (continued)  

c)    Deferred tax liability (continued) 

At 1 January

2016

Recognised

during the year

At 31 December

2016

RO '000 RO '000 RO '000

Deferred tax (liability)/asset recognised in income statement

Depreciation for property, plant and equipment (11,298)                    (2,689)               (13,987)                 

Provision for site restoration 18                            7                        25                          

Losses carried forward 840                          1,072                 1,912                     

(10,440)                    (1,610)               (12,050)                 

Deferred tax asset directly recognised in equity

Fair value adjustment of interest rate and forex swap 1,763                       (396)                  1,367                     

Deferred tax liability (8,677)                      (2,006)               (10,683)                 

Nominal value in USD '000 (22,567)                    (5,216)               (27,785)                 
 

d)    Status of tax returns 

In 2017, the Secretariat General of Taxation (“SGT”) has carried out an assessment for the years 2012 and 

2013. The SGT in the assessment orders has computed the tax depreciation for the full year each for 2012 

and 2013 ignoring the fact that in 2012 the Plant was active generating electricity only for 44 days (Early 

Power Period) and in 2013 the Plant commenced operations from 4 April 2013. This treatment by SGT 

resulted in an incremental tax depreciation of RO 33.24 million. The Company has filed an objection 

against the assessment orders for 2012 and 2013. While the decision is still pending from SGT, the 

management believes that the treatment adapted by the Company is in accordance with the tax law and as 

such no adverse impact will arise.  

The tax returns for 2014 to 2016 have not yet been assessed by the SGT. The management is of the opinion 

that the final tax liability once assessed for the open tax years would not be material to the Company‟s 

financial position as at 31 December 2017. 

 

11      Asset retirement obligation 

 

Under the Sub-Usufruct agreement, the Company has a legal obligation to remove the Plant at the end of its 

useful life and restore the land. The Company shall at its sole cost and expense dismantle, demobilise, 

safeguard and transport the assets, eliminate soil and ground water contamination, fill all excavation and 

return the surface to grade of the designated areas.  

 

The fair value of Asset Retirement Obligation (“ARO”) provision has been calculated using an expected 

present value technique. The technique reflects assumptions such as costs, plant useful life, inflation and 

discount rates that third parties would consider to assume for the settlement of the obligation.  

 

The movement in ARO provision is as follows: 

2017 2017 2016 2016

RO '000 USD '000 RO '000 USD '000

637 1,657 586 1,525

45                  118 51 132

(433)               (1,127)                                 -                         -   

249 648 637 1,657

At 1 January

Unwinding of discount during the year (note 15)

At 31 December

Reversal due to revaluation (note 11.1)
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11.1 Asset retirement obligation (continued) 

During 2017, an exercise was carried out through an expert to re-evaluate the asset retirement obligation 

provision. Based on valuation report, the asset retirement obligation provision was reduced by                

USD 1,127,469 and corresponding adjustment was made in the de-commissioning asset resulting in nil 

value of de-commissioning asset as at 31 December 2017 and the excess reduction was recorded as other 

income, which was in accordance with the guidelines of the International Reporting Interpretation                      

Committee – IFRIC 1. 

 

12 Short term deposit 

As per the CTA, the Company is required to maintain a Debt Service Provisioning Account (“DSPA”) to 

ensure funds are available to service the loan instalments and interest on due date.  At each repayment date 

at the end of October the Company is required to put the scheduled amount towards the next six monthly 

payment. The amount in the DSPA cannot be utilized for any purpose other than servicing the loan 

instalments and interest and is as such restricted cash.  The amount in the DSPA has been put into a short 

term deposit maturing on 27 April 2018. 

 

 

2017 2017 2016 2016

RO '000 USD '000 RO '000 USD '000
 

13 Direct costs 

 

Fuel gas 34,247                 89,069               29,638               77,081               

Depreciation (note 4) 8,006                   20,822               8,010                 20,832               

Operation and maintenance ("O&M") fees (note 16) 6,976                   18,143               6,837                 17,782               

Insurance 500                      1,300                 521                    1,356                 

Custom duties (note 16) 339                      881                     286                    745                    

Grid connection fee 211                      550                     214                    557                    

Fuel oil 100                      261                     359                    933                    

Other O&M expenses 289                      751                     243                    630                    

50,668                 131,777             46,108               119,916             

 
14      General and administrative expenses   

 

Secondment fees (note 16) 243                      633                     245                    637                    

Employment costs 153                      397                     149                    387                    

Public company related costs 102                      264                     116                    302                    

Agency fees 50                         131                     50                      130                    

Directors' remuneration and sitting fees (note 16) 33                         87                       36                      93                      

Office rent 23                         60                       24                      63                      

Corporate social responsibility 15                         39                       15                                            39 

Depreciation (note 4) 10                         25                       13                      34                      

Other general and administrative expenses 134                      349                     153                    399                    

763                      1,985                 801                    2,084                 
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15       Finance costs (net) 

 

2017 2017 2016 2016

RO '000 USD '000 RO '000 USD '000

Interest on term loans 6,894                   17,930               6,199                 16,123               

Swap interest 2,949                   7,670                 4,050                 10,532               

Amortisation of deferred finance costs 1,272                   3,309                 1,368                 3,559                 

 Debt Service Reserve Account ("DSRA") LC cost 

(note 16) 188                      489                     190                    494                    

Exchange loss 47                         122                     48                      124                    

Interest on working capital 47                         121                     20                      51                      

 Asset retirement obligation - unwinding of 

 discount (note 11) 45                                              118 51                      132                    

Ineffective portion of interest rate hedge (note 17) (65)                       (169)                   (66)                    (171)                  

Interest income (48)                       (126)                   (30)                    (77)                    

11,329                 29,464               11,830               30,767               

 

16 Related party transactions  

Related parties comprise the shareholders, directors, key management personnel, business entities that have 

the ability to control or exercise significant influence over financial and operating decisions of the Company 

and entities over which certain shareholders are able to exercise significant influence. 

 

Prices and terms of these transactions, which are entered into in the normal course of business, are on 

mutually agreed terms and conditions. 

  

Key management benefits 
 

Key management personnel are those having authority for planning, directing and controlling the activities 

of the Company, directly or indirectly, including any director (whether executive or otherwise).  

 

Total compensation paid to the top five employees, including key management personnel for the year 

ended 31 December are as follows: 

 

2017 2017 2016 2016

RO '000 USD '000 RO '000 USD '000

Key management benefits 306                         796                        304                            790                         
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16 Related party transactions (continued) 

The Company had the following transactions with related parties during the year: 

 
2017 2017 2016 2016

RO '000 USD '000 RO '000 USD '000

Suez-Tractebel Operations & Maintenance Oman LLC                       7,664                    19,932                           7,494                     19,492 

Kahrabel Operation & Maintenance (Oman) LLC                          281                          730                              281                          732 

Al Batinah Power Company SAOG                          275                          715                              230                          599 

ENGIE S.A. (Electrabel S.A.) *                             87                          225                                88                          228 

Multitech LLC                             41                          107                                42                          109 

International Power S.A. Dubai Branch                             36                            93                                43                          113 

Directors'                             33                            87                                38                            97 

Shikoku Electric Power Co., Inc.                             21                            54                                23                            61 

Sojitz Corporation                             21                            54                                21                            54 

Public Authority for Social Insurance                             19                            49                                19                            49 

Laborelec Middle East                               9                            23                                16                            41 

Tractabel Engineering SA                               4                            11                                  7                            19 

Sohar Power Company SAOG                               1                              2                                -                               -   

SMN Barka Power SAOC                               1                              2                                -                               -   

Al Kamil Power Company SAOG                               1                              2                                -                               -   

ENGIE - European Maintenance Support                              -                               -                                    7                            19 

                      8,494                    22,086                           8,309                     21,613 

The nature of the above transactions is as follows:

Operation and maintenance ("O&M") fees (note 13)                       6,976                    18,143                           6,837                     17,782 

Custom duties (note 13)                          339                          881                              286                          745 

Sharing of costs                          275                          715                              230                          599 

Secondment fees (note 14)                          243                          633                              245                          637 

DSRA LC fee (note 15)                          188                          489                              190                          494 

Propert, plant and equipment                          175                          455                                -                               -   

Other O&M expenses                          144                          372                                71                          185 

Backcharge of expenses                             64                          165                                39                          104 

Professional fees                             36                            91                                43                          111 

Directors' sitting fees (note 14)                             19                            49                                19                            50 

Directors' remuneration (note 14)                             14                            38                                17                            43 

Spare parts                             12                            32                              300                          780 

Technical services                               9                            23                                30                            79 

Re-imbursement of Directors' expenses                              -                               -                                    2                              4 

                      8,494                    22,086                           8,309                     21,613 

Balances due to related parties at the year end comprised:

Suez-Tractebel Operations & Maintenance Oman LLC                          728                      1,894                              896                       2,331 

Directors'                             15                            38                                17                            44 

Laborelec Middle East                               7                            19                                -                               -   

ENGIE S.A.                               7                            18                                  7                            19 

Multitech LLC                               3                              9                                  3                              9 

International Power S.A. Dubai Branch                               3                              7                                -                               -   

Public Authority for Social Insurance                               2                              4                                15                            40 

Shikoku Electric Power Co., Inc.                               2                              4                                  2                              5 

Sojitz Corporation                               2                              4                                  2                              5 

Kahrabel Operation & Maintenance (Oman) LLC                               0                              1                                60                          156 

Al Batinah Power Company SAOG                              -                               -                                  65                          168 

                         769                      1,998                           1,067                       2,777 

Balance due from a related party at the year end comprised:

Al Batinah Power Company SAOG 33                           86                          -                             -                         

* Effective 29 July 2016, the Electrabel S.A. LC has been replaced by ENGIE S.A.
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17 Hedging reserve  
 

At 31 December, derivative instruments assets (liabilities) were as follows: 

 

2017 2017 2016 2016

RO '000 USD '000 RO '000 USD '000

Interest rate swaps:

Term loans (note 17(a))

KfW IPEX - Bank GmbH (1,134)                  (2,948)                (1,615)             (4,201)             

Standard Chartered Bank (2,208)                  (5,744)                (3,408)             (8,863)             

Credit Agricole Corporate & Investment Bank (986)                     (2,564)                (1,419)             (3,692)             

HSBC Bank (826)                     (2,148)                (1,154)             (3,000)             

Total fair value of interest rate swaps (5,154)                  (13,404)              (7,596)             (19,756)           

Deferred tax asset 772                      2,011                 911                 2,371              

Fair value of interest rate swaps net of tax (4,382)                  (11,393)              (6,685)             (17,385)           

Currency swaps:

Standard Chartered Bank (1,340)                  (3,485)                (3,694)             (9,607)             

Credit Agricole Corporate & Investment Bank 187                      487                     (111)                (288)                

Total fair value of currency swaps (1,153)                  (2,998)                (3,805)             (9,895)             

Deferred tax asset 173                      450                     456                 1,187              

Fair value of currency swaps net of tax (980)                     (2,548)                (3,349)             (8,708)             

Total fair value of derivative instruments (6,307)                  (16,402)              (11,401)           (29,651)           

Less: Ineffective portion of hedge 31                         77                       95                   246                 

Less: Deferred tax asset [note 10(c)] 945                      2,461                 1,367              3,558              

Total fair value of derivative instruments net of tax (5,331)                  (13,864)              (9,939)             (25,847)           

Hedging reserve net of tax at the end of the year (5,331)                  (13,864)              (9,939)             (25,847)           

Less: Hedging reserve net of tax at the beginning of the year (9,939)                  (25,847)              (12,772)           (33,217)           

Effective portion of change in fair value of cash flow hedge for the year 4,608                   11,983               2,833              7,370              
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17 Hedging reserve (continued) 

 

(a) The long term facilities (referred in note 5) [total drawdown of USD 534.09 million  

(RO 205.36 million excluding Hermes Covered Fixed Facility of USD 120.00 million  

(RO 46.14 million)] of the Company bear interest at US LIBOR plus applicable margins.  

 The Company has fixed the rate of interest through Interest Rate Swap Agreements (“IRS”) entered 

into with HSBC Bank Middle East Limited, dated 6 October 2010, Standard Chartered Bank, dated 

19 December 2011, KfW IPEX Bank GmbH, dated 6 October 2010 and Credit Agricole Corporate 

and Investment Bank dated 5 October 2010 respectively, for these facilities (excluding Hermes 

Covered Fixed Facility).  

 The facility hedged notional amounts stood at approximately USD 59.58 million  

(RO 22.91 million), USD 192.32 million (RO 73.95 million), USD 81.93 million  

(RO 31.50 million) and USD 74.48 million (RO 28.64 million) at fixed interest rates of 2.9613%, 

2.9350%, 2.9700% and 2.9380% per annum respectively, excluding margins. 

 

(b)     The O&M Agreement includes an outflow of approximately Euro 77 million, payable in Euro.  

 

The Company has entered into Forward Rate Agreements (“FRA”) with Standard Chartered Bank 

and Credit Agricole Corporate and Investment Bank on 12 October 2010 and 4 August 2015 

respectively to hedge against fluctuations in Euro/USD exchange rate. As per the FRAs‟, the 

Company shall pay a fixed USD amount at an exchange rate of 1.4318 and 1.1797 respectively and 

receive contractual Euro amounts at each maturity date.  

 

18    Financial risk management 
 

The Company has exposure to the following risks from its use of financial instruments: 
 

 Market risk 

 Credit risk 

 Liquidity risk 

 

This note presents information about the Company‟s exposure to each of the above risks, the Company‟s 

objectives, policies and processes for measuring and managing risk, and the Company‟s management of 

capital. Further quantitative disclosures are included throughout these financial statements. 

 

The Board of Directors has overall responsibility for establishing and overseeing the Company‟s risk 

management framework. The Board has entrusted the management with the responsibility of developing 

and monitoring the Company‟s risk management policies and procedures and its compliance with them. 

 

(a) Market risk 
 

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and 

equity prices will affect the Company‟s income or the value of its holdings of financial instruments. The 

objective of market risk management is to manage and control market risk exposures within acceptable 

parameters, while optimising the return. 
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18    Financial risk management (continued) 

 

(a) Market risk (continued) 

 

Interest rate risk 

 

The Company has borrowings which are interest bearing and exposed to changes in US LIBOR rates. The 

Company has entered into interest rate swaps to hedge its US LIBOR risk exposure on its total loan 

facilities, excluding Hermes Covered Fixed Facility. 

The Company does not account for any fixed rate financial liabilities at fair value through profit or loss 

and the Company does not designate hedging instruments under a fair value hedge accounting model. 

Therefore a change in interest rate at the reporting date would not affect the income statement. 

At the reporting date, the interest rate profile of the Company‟s interest-bearing financial liabilities was:  

 

Interest rate 2017 2017 2016 2016

% RO '000 USD '000 RO '000 USD '000

Financial liabilities

Term loans

- USD variable rate loans Libor + margins
152,041             395,426             163,610               425,514               

- USD fixed rate loan 3.60% 31,874                82,896                35,025                 91,092                 

183,915             478,322             198,635               516,606               
 

Cash flow sensitivity analysis for variable rate instruments 

A change of 100 basis points in US LIBOR rates at the reporting date would have increased/(decreased) 

equity and statement of profit or loss and other comprehensive income by the amounts shown below. This 

analysis assumes that all other variables, in particular foreign currency rates, remain constant. 

 

100 bps

Increase

100 bps

Decrease

100 bps

Increase

100 bps

Decrease

RO '000 RO '000 USD '000 USD '000

31 December 2017

US LIBOR (100 basis points) 7,012                  (7,546)                 18,237                (19,625)              

31 December 2016

US LIBOR (100 basis points) 8,556                   (9,267)                  22,252                 (24,101)                
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18 Financial risk management (continued) 

 

(a) Market risk (continued) 

 

Currency risk 

The price under the O&M Agreement includes an expected amount of approximately Euro 77 million, 

payable in Euro. The Company has entered into FRAs‟ to hedge against fluctuations in Euro/USD 

exchange rate (note 17(b)). The Euro amounts hedged cover 85% of the expected outflows for the period 

from January 2018 to August 2021, 60% for the period from September 2021 to March 2023 and 35% for 

the period from April 2023 to March 2028. Apart from above, the management considers that the 

Company is not exposed to significant foreign exchange risk because most other transactions and 

balances are either in RO or USD and RO is effectively pegged to the USD.  

 

Sensitivity analysis: 

A strengthening (weakening) of the Euro against all other currencies at 31 December would have 

affected the measurement of financial instruments denominated in a foreign currency and increased 

(decreased) equity and the statement of profit or loss and other comprehensive income by the amounts 

shown below. This analysis is based on foreign currency exchange rate variances that the Company 

considered to be reasonably possible at the end of the reporting period. The analysis assumes that all 

other variables, in particular interest rates, remain constant and ignores any impact of forecast sales and 

purchases.  

 

Strengthening Weakening Strengthening Weakening

31 December 2017

RO '000 RO '000 RO '000 RO '000

EUR (10%  movement) 2,225                  (2,225)                 -                      -                      

USD '000 USD '000 USD '000 USD '000

EUR (10%  movement) 5,786                  (5,786)                 -                      -                      

31 December 2016

RO '000 RO '000 RO '000 RO '000

EUR (10% movement) 2,190                   (2,190)                  -                      -                      

USD '000 USD '000 USD '000 USD '000

EUR (10% movement) 5,695                   (5,695)                  -                      -                      

Equity Profit or loss
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18 Financial risk management (continued) 
 

         (b)      Credit risk   

 Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial 

instrument fails to meet its contractual obligations, and arises principally from the Company‟s 

receivables from customers and cash balances held with banks. OPWP is the Company‟s sole customer 

and the Company analyses its credit risk with OPWP by monitoring its credit rating. 

 

 The Company limits its credit risk with regard to bank deposits by only dealing with reputable banks and 

financial institutions. 

 

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to 

credit risk at the reporting date was:   

 

2017 2017 2016 2016

RO '000 USD '000 RO '000 USD '000

Cash at bank 2,608                  6,784                  3,682                   9,577                   

Trade receivables 2,737                  7,119                  3,043                   7,913                   

Short term deposit 1,770                  4,604                  1,923                   5,000                   

Due from a related party 33                        86                        -                       -                       

Other receivables and accrued income 727                     1,889                  514                      1,338                   

7,875                  20,482                9,162                   23,828                 

At 31 December, the age analysis of trade receivables is as follows: 

 

2017 2017 2016 2016

RO '000 RO '000 RO '000 RO '000

Allowance for 

impairment

Allowance for 

impairment

Not past due 2,683                  -                      3,043                   -                       

Past due 0 < 3 months -                      -                      -                       -                       

Past due > 3 months 54                        -                      -                       -                       

2,737                  -                      3,043                   -                       

Nominal value in USD '000 7,119                  -                      7,913                   -                       

 

The table below shows the balances with banks categorized by short-term credit ratings as published by 

Moody‟ Service at the reporting date:

2017 2017 2016 2016

RO '000 USD '000 RO '000 USD '000

Bank Rating

Bank balances

Bank Muscat SAOG P-2 1,948                  5,068                  3,398                   8,839                   

Credit Agricole Corporate & Investment Bank P-1 660                     1,716                  284                      738                      

2,608                  6,784                  3,682                   9,577                   

Short term deposit

Credit Agricole Corporate & Investment Bank P-1 1,770                  4,604                  1,923                   5,000                   
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18  Financial risk management (continued) 

 
(c) Liquidity risk 

 Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall 

due.  
 

 The Company‟s approach to managing liquidity is to ensure, as far as possible, that it will always have 

sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without 

incurring unacceptable losses or risking damage to the Company‟s reputation. 
 

The Company limits its liquidity risk by ensuring that a working capital facility is available, when 

required.   

 

Liquidity requirements are monitored on a monthly basis and management ensures that sufficient liquid 

funds are available to meet any commitments as they arise. 
 

The following are the contractual maturities of financial liabilities, including interest payments and 

excluding the impact of netting agreements: 
Carrying 

amount

Contractual 

cash flow

Less than 

1 year

Between 2 

and 5 years

More than 

5 years

RO '000 RO '000 RO '000 RO '000 RO '000

31 December 2017

Derivatives

Derivative instruments 6,307                (7,081)                 -                      (5,728)                 (1,353)                 

Non-derivatives Financial liabilities

Term loan 177,612           (183,915)            (23,204)              (97,127)              (117,865)            

Short term borrowing 2,000                (2,000)                 (2,000)                 -                      -                      

Trade and other payables 6,680                (6,680)                 (6,680)                 -                      -                      

192,599           (199,676)            (31,884)              (102,855)            (119,218)            

31 December 2017
USD '000 USD '000 USD '000 USD '000 USD '000

Derivatives

Derivative instruments 16,402             (18,417)              -                      (14,898)              (3,519)                 

Non-derivatives Financial liabilities

Term loan 461,928           (478,322)            (60,349)              (252,605)            (306,540)            

Short term borrowing 5,202                (5,202)                 (5,202)                 -                      -                      

Trade and other payables 17,378             (17,378)              (17,378)              -                      -                      

500,910           (519,319)            (82,929)              (267,503)            (310,059)            

RO '000 RO '000 RO '000 RO '000 RO '000

31 December 2016

Derivatives

Derivative instruments 11,401               (12,354)                -                       (9,489)                  (2,865)                  

Non-derivatives Financial liabilities

Term loan 191,059             (255,468)              (21,419)                (92,641)                (141,408)              

Short term borrowing 2,080                 (2,080)                  (2,080)                  -                       -                       

Trade and other payables 6,696                 (6,696)                  (6,696)                  -                       -                       

211,236             (276,598)              (30,195)                (102,130)              (144,273)              

31 December 2016
USD '000 USD '000 USD '000 USD '000 USD '000

Derivatives

Derivative instruments 29,651               (32,132)                -                       (24,680)                (7,452)                  

Non-derivatives Financial liabilities

Term loan 496,903             (664,416)              (55,706)                (240,938)              (367,772)              

Short term borrowing 5,410                 (5,410)                  (5,410)                  -                       -                       

Trade and other payables 17,415               (17,415)                (17,415)                -                       -                       

549,379             (719,373)              (78,531)                (265,618)              (375,224)              

 
 

It is not expected that the cash flows included in the maturity analysis could occur significantly earlier, or 

at significantly different amount. 
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18  Financial risk management (continued) 
 

(c)           Liquidity risk (continued) 

 

Fair value hierarchy 
 

The management believes that the fair value of the financial assets and liabilities are not significantly 

different from their carrying amounts as shown in the financial statements at the reporting date. 

 

             There were no transfers between level 1 and level 2 during the year. 

 

Measurement of fair values 

Type 

 

Valuation technique 

 

Significant 

unobservable 

inputs 

Derivative instrument 

 

Market comparison technique: 

fair value is calculated by the 

respective financial institutions 

 

Not applicable 

Other financial liabilities  

 

Discounted cash flows 

 

Not applicable 

 

Embedded derivatives 
 

The following agreements contain embedded derivatives: 
  

(i) The PPA between the Company and OPWP contains embedded derivatives in the pricing formulae 

that adjusts the charge rates to reflect changes in USD / RO currency exchange rates and changes 

in US price index and the Oman price index.  

(ii) The O&M Agreement contains embedded derivatives in the pricing formulae that adjust the 

payments to reflect changes in the relevant inflation indices. 

These embedded derivatives are not separated from the host contract, the PPA and the O&M Agreement, 

and is not accounted for as a standalone derivative under IAS 39, as the management believes that the 

economic characteristics and risks associated with the embedded derivatives are closely related to those of 

the host contracts.  
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18  Financial risk management (continued) 
 

(c)           Liquidity risk (continued) 

Capital management  
 

The Company aims to maintain a strong capital base so as to maintain investor, creditor and market 

confidence and to sustain future development and growth of its businesses, while at the same time 

maintaining an appropriate dividend policy to reward shareholders.  

 

19 Commitments        

(a)  Operation and maintenance commitments 

 
As per the O&M Agreement, STOMO is scheduled to operate and maintains the plant until                     

31 March 2028. Under the O&M Agreement, the Company has to pay the following operating fees: 
 

 a fixed monthly fee; and 

 a variable fee 
 

All fees are subject to indexation based on Omani, Euro material and labour & US Producer Price 

indices. 
 

At 31 December, the minimum future payments under the O&M Agreement (excluding indexation) are 

as follows: 

2017 2017 2016 2016

RO '000 USD '000 RO '000 USD '000

Within one year 5,753                14,962             5,200                 13,524               

Between two and five years 22,509             58,542             20,794               54,082               

After five years 29,765             77,411             30,323               78,864               

58,027             150,915           56,317               146,470             

 
 Euro/USD rate for converting Euro denominated O&M payments as at 31 December 2017 was 1.21        

(31 December 2016: 1.06) 

 

(b) Land lease commitments   

At 31 December, future minimum lease commitments under the Usufruct Agreement are as follows: 

 
Within one year 17                     45 17 45

Between two and five years 70                     181 70 181

After five years 220                  571 237 616
 

(c) As at 31 December 2017, the Company has outstanding purchase orders for USD 37,839 (RO 14,549) 

[2016: USD 214,106 (RO 82,324)].  
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20 Operating lease agreement for which the Company acts as a lessor 

The Company has entered into a PPA with OPWP for a substantial element of the production of power 

with 100% “take-or-pay” clauses in favour of the Company. 

Management has determined that the take-or-pay arrangement with OPWP under the PPA is subject to 

IFRIC 4 – Determining whether an arrangement conveys the right to use the asset. Management further 

determined that such an arrangement in substance represents an operating lease. The lease commenced on 

4 April 2013. The following is the total of minimum lease receipts expected to be received under the PPA, 

excluding indexation:  

2017 2017 2016 2016

RO '000 USD '000 RO '000 USD '000

Within one year 30,211             78,571             30,248               78,669               

Between two and five years 120,852          314,309           120,859             314,328             

After five years 154,444          401,676           184,648             480,228             

305,507          794,556           335,755             873,225             

 

21 Net assets per share 

 

Net assets per share is calculated by dividing the net assets attributable to the ordinary shareholders of the 

Company by the weighted average number of ordinary shares outstanding during the year   

 

2017 2016

Net assets – shareholder funds (RO '000) 87,803             88,266               

Weighted average number of shares 

outstanding during the year ('000s) 714,406           714,406             

Net assets per share (Baizas) 122.90             123.55               

 

     

The management believes that the hedging deficit of RO 5.33 million (USD 13.86 million)                 

[2016: RO 9.94 million (USD 25.85 million)] at the end of the reporting period represents the loss which 

the Company would incur, if it opts to terminate its swap agreements on this date. However, under the 

terms of its financing agreements, the Company is not permitted to terminate the swap agreements. 

Accordingly the hedging deficit has been excluded from the Shareholder Funds. 
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22 Basic earnings per share 

 

Basic earnings per share is calculated by dividing the net profit or loss attributable to ordinary 

shareholders of the Company by the weighted average number of ordinary shares outstanding during the 

year. 

2017 2016

Net profit for the year (RO '000) 5,652                9,068                 

Weighted average number of shares 

outstanding during the year ('000s) 714,406           714,406             

Basic earnings per share (Baizas) 7.91                  12.69                 
 

23 Contingent liabilities 

 

 No material contingent liabilities exist as at 31 December 2017. 

 

24 Comparative figures 

Certain comparative figures have been reclassified where necessary to conform to the current year 

presentation.  

 



MANAGEMENT DISCUSSION AND ANALYSIS REPORT 
 
 

The management of Al Suwadi Power Company SAOG (the “Company”) is pleased to present its report 
on the Company’s business structure, opportunities and challenges, operational and financial 
performance, risks and concerns, outlook and other matters of importance to the shareholders. 
 
Industry structure and development 
 
In 2004, the ‘Sector Law’ came into force which provides the framework for the industry structure of 
electricity and related water in Oman. It led to the setting up of an independent regulatory agency, the 
Authority for Electricity Regulation (AER), a single procurement company, Oman Power and Water 
Procurement Company SAOC (OPWP) and a holding company, Electricity Holding Company SAOC (EHC).  
OPWP is responsible for ensuring that there is sufficient electricity and water production capacity 
available at the lowest cost to meet growing demands in Oman. OPWP undertakes long-term 
generation planning and identifies new projects to be developed by private sector entities, in order to 
meet the future power generation and water desalination requirements of Oman.  
 
The Oman’s electricity and water sector is partly government-owned and partly privatized. OPWP’s 
portfolio of contracted power capacity comprises of long-term contracts with thirteen power plants out 
of which eleven are in operation. 
  
The Company is closely following OPWP’s “spot market” arrangements for the future procurement of 
power from independent power producers. Although the Company has a Power Purchase Agreement 
(PPA) with OPWP which expires in 2028, the proposal in this respect, presently discussed by OPWP, will 
require the Company to participate, on a daily basis, in the ‘spot market’ process albeit with no risk to 
its revenue arrangements agreed within the existing PPA. With the proposed arrangement, OPWP is 
aiming to enhance dispatch efficiency by increasing transparency, achieving fuel efficiency, efficient 
asset utilization and clarity in respect of post PPA term revenue opportunities for generators thereby 
enhancing transparency of the treatment of expiring PPAs. OPWP would continue to retain its role as 
the single buyer of all wholesale electricity in the country.  
 
Opportunities and Challenges 
 

The Company has a well-established contractual framework ensuring stable and predictable cash flows.  
 
Contractual Framework 
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The Power Purchase Agreement (PPA) with OPWP is resilient to variation in gas prices and power 
demand until 2028. OPWP is the sole purchaser of all electricity output from the power plant (“the 
Plant”) and the Company is fully dependent on timely payments by OPWP. OPWP is an entity with a 
high credit rating and a good track record of timely settlement of invoices.  
 
The Natural Gas Sales Agreement (NGSA) executed with the Ministry of Oil and Gas (MOG) secures the 
availability of fuel (natural gas) back to back with the PPA term. Effective January 2015, gas price of 
US$3/MMBtu with an annual escalation clause of 3% was notified by MOG. However, as the gas cost is 
pass-through element under the PPA, the Company has no adverse financial impact from the increase 
in the gas price. 
 
The Company has entered into financing agreements with a consortium of international banks and 
export credit agencies. The future interest rates volatility is adequately hedged by entering into interest 
rate swap agreements thus improving the predictability of cash flows available to shareholders. 
 
The technological risk is considered low as the Plant uses proven technology from renowned 
international suppliers (mainly Siemens).  
 
Suez-Tractebel Operation and Maintenance Oman LLC (STOMO) is contracted to operate and maintain 
the Plant for the term of the PPA. STOMO is an experienced and skilled operator with largest O&M 
expertise in Oman thus largely mitigating the operational risk. The operations and maintenance 
standards of the Plant are based on international best practices, in accordance with ENGIE’s policies 
and principles which in turn are derived from its experience in operating numerous power generation 
plants worldwide.  
 
Finally, the Company continues to benefit from the extensive experience of its main shareholders in 
ownership and operation of power projects in the country and worldwide.  
 
Discussion on operational performance  
 
Health and Safety 

Health and safety performance is given utmost importance within the Company and also encompasses 
STOMO, various contractors and sub-contractors, in order to achieve the goal set by the top 
management: zero harm and zero environmental incidents.  
 
The overall HSE performance in 2017 was excellent with no lost time accident (LTA) reported. The 
Company takes pride to inform that the Plant has completed more than 2,374 days without an LTA. 
 
The Plant holds major certifications like ISO 14001 and OHSAS 18001 as a testimony for safe and high 
quality Plant operations. The Plant was also awarded, for a second successive year, the prestigious 
“RoSPA Gold Award for Health and Safety’ by The Royal Society for the Prevention of Accidents 
(RoSPA). Many other proactive actions, as detailed below, undertaken by the Company and STOMO 
have led to such excellent accomplishment of HSE objectives: 
 

• Frequent management reviews and safety walks 
• Introduction of proactive key performance indicators (KPI) 
• Introduction of the behavioral based program called “fresh eyes” 
• Implementation of INTELEX – a safety incidents management system 
• Behavioral Attitude Recommendation Standards (BARS) is a corporate initiative introduced by 

Engie, a worldwide leader in the power sector, as part of wider loss control and risk 
management approach. 

 

Page 2 
 



 
 
Every small incident or a near miss is taken very seriously, analyzed and actions are proactively 
implemented and shared internally and with board members so as to benefit from their experience and 
network to ensure best practice.  
 
Human Resources – training and career development 

Training values at the Plant are established by the STOMO. These are primarily aimed to ensure that all 
of their employees perform their tasks in the most efficient and safe manner. The Company and 
STOMO are committed to empower qualified Omani Nationals to acquire better-quality engineering 
and related skills and take up higher responsibilities in operating and maintaining the Plant. To this end, 
since inception, the strategy of the Company and STOMO has been to train and develop qualified 
Omani staff to take up additional responsibilities in the due course. Annual performance review of each 
employee includes assessment of their career growth. STOMO has been successful in identifying 
candidates, especially young Omani graduates, with high potentials to take them through a higher level 
of specialized training and peer guidance to scale the echelons of senior management, reaching the 
highest position in a power company. 
 
The Company too has established processes and has implemented its human resource policy that maps 
career graph for young Omani Nationals to achieve their potentials and grow professionally and take up 
senior positions. 
 
Net energy export and load factor 

The net energy export and load factor have witnessed an increasing trend since commissioning of Plant 
in 2013. This is a commendable testament of the Plant’s higher merit order listing for dispatch among 
the power plants in Oman. The graph given below explains the following aspect of the Plant 
performance: 
 

• Over the last 5 years, the Plant has witnessed phenomenal rise in its generation with a splendid 
increase of 11.2% clocked this year over the last year. 

• Higher generation has also been accompanies by higher Plant load, which has reached a 
creditable 69.2% during 2017. 

• The efficiency of the power plant is measured in terms of the amount of heat required to 
produce one unit of power. The inherent limitations within the Plant’s operational parameters 
have unfortunately seen a lower thermal efficiency at higher Plant load/ generation. While the 
previous three years saw heat rate gain, the year 2017 has not been efficacious. 
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Capacity 

The capacity of a plant is defined as the total electrical power (MW), which can be delivered by the 
plant at reference site conditions (RSC). The tariff structure agreed within the PPA and the Operation 
and Maintenance Agreement (OMA) with STOMO focuses on a fundamental feature that the 
profitability of the Company is mainly derived from Plant’s reliability. The reliability of the plant is its 
ability to deliver the declared capacity, as per the PPA. Increase in power generation has no impact on 
the Company’s profits except for the impact from thermal efficiency.  
 
There are three elements that are crucial for invoice to OPWP for the Capacity Revenue: 

 
a. Contracted Capacity 
b. Reliability 
c. Indexation (The PPA protects the Company from inflation and references the inflation 

factor to US Producer Price Index (USPPI).  
 
Regrettably, on all these three factors the Company faced the following headwinds during 2017: 

 
a. Contracted Capacity reduced during the year as agreed within the PPA. 
b. Lower capacity revenue as compared to year 2016 was due to a marginal fall in the 

reliability of the plant from 99.6% to 99.4%. 
c. The USPPI slid down by 3.1% from year 2016.  

 
Maintenance 

Maintenance of the Plant was undertaken in accordance with the standard operations and 
maintenance processes recommended by the Original Equipment Manufacturers (OEM). While one gas 
turbine and the steam turbine underwent scheduled minor inspections, the second gas turbine 
successfully completed its first extended hot gas path inspection in accordance with the long term 
service agreement between STOMO with the OEM, Siemens.  
 

Warranty 

The current warranty bond covering remaining warranty claims on the main equipment and the 
balance of plant under the EPC Contract is due for expiry at end of April 2018. The management is 
closely monitoring the resolution of the warranty claims against the EPC Contractors and shall revisit 
the value of remaining works and seek further extension of warranty bond until the warranty claims are 
duly resolved / implemented.  
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Discussion on financial performance  
 
Financial Highlights 
 
Figures in RO millions 

 2017 2016 % change 

Revenues 1 73.22 69.36 5.6% 
Net Profit 2 5.65 9.07 -37.7% 
Net Profit before Finance costs 3 16.98 20.90 -18.7% 
Total Assets 4 291.26 300.89 -3.2% 
Capital (Paid-up) 5 71.44 71.44 0.0% 
Shareholders' Fund (Net Assets) 6 87.80 88.27 -0.5% 
Term Loans ^ 7 183.92 198.64 -7.4% 
Weighted average number of shares 8 714.41 714.41 0.0% 
Ordinary Dividends 9 6.12 6.57 -7.0% 
Key Financial Indicators:     
Net Profit Margin 2/1 7.7% 13.1% n/a 
Return on Capital (Paid-up) 2/5 7.9% 12.7% n/a 
Return on Capital Employed 3/(6+7) 6.2% 7.3% n/a 
Debt Equity ratio 7:6 67.7 : 32.3 69.2 : 30.8 n/a 
Net assets per share (Baizas) 6/8 122.90 123.55 -0.5% 
Basic earnings per share (Baizas) 2/8 7.91 12.69 -37.7% 
Dividends per share (Baizas) 9/8 8.56 9.20 -7.0% 

^ Excluding unamortised transaction cost     

 
Analysis of Profit & Loss  
 
The Company’s revenues substantially increased due to higher power generation coupled with 3% 
increase in gas price (as gas price is a pass through element in the PPA). 
  
The gross profit witnessed a reduction of 3% as compared to year 2016 primarily due to plant’s thermal 
inefficiency at high plant load (the plant was not able to recover the full gas cost incurred in the 
operations) and negative impact arising from indexation mechanism agreed under the PPA (inflation 
factor of US Producer Price Index applied on invoices under the PPA slid down by 3.1% compared to 
year 2016).  
 
The management continued to keep a good control on overall general and administrative expenses. 
The steady reduction in finance costs stemmed from scheduled loan repayments. 
 
Increase in income tax rate from 12% to 15% required the Company to provide for deferred tax relating 
to the previous years and also for the year 2017 at a higher rate. Resultantly, the net profit for the year 
2017 reduced by 37.7% compared to last year and the earnings per share fell to 7.91 Baizas for the year 
2017 compared to 9.20 Baizas in year 2016. 
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Analysis of Balance Sheet 
 
Total Assets of the Company stood at RO 291.26 million as at December 2017 as compared to              
RO 300.89 million last year mainly due to depreciation charge for the year. Trade Receivables include 
one month of OPWP’s invoice which has been subsequently settled by OPWP. Cash and cash 
equivalents and short term deposit net of short term borrowing stood at  
RO 2.38 million as at December 2017, as compared to RO 3.53 million last year. 
 
The Shareholders Funds (Net Assets) stood at RO 87.80 million as at December 2017, marginally lower 
to RO 88.27 million as at December 2016. Term Loans (including non-current and current balances) 
have reduced to RO 183.92 million as a result of scheduled loan repayments in accordance with the 
terms agreed within the Finance Documents. The Company maintains adequate provision for asset 
retirement obligation to enable it to fulfill its legal obligation in this respect at the end of Plant’s useful 
life. During the year, the Company engaged an expert to re-evaluate the provision for asset retirement 
obligation. The balance sheet as at December 2017 has been prepared by reversing the excess 
provision provided by the Company in the previous years. 
 
Dividend Distribution 
 
The Company’s dividend policy of distributing available cash is conditional upon fulfilling of covenants 
agreed within the Finance Documents which include making adequate provisions for forecasted loan 
repayments and operating expenses. Consistent with the Company’s policy and in accordance with 
Capital Market Authority regulations, the Company declared and distributed dividend of                        
RO 6.12 million (translating to 8.56 Baizas per share) during the year 2017 (paid out of the audited 
retained earnings for the year ended December 2016).  
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Risks and Concerns 
 
Loss of Availability due to Mechanical Breakdown 
 
The principal risk to the Company is the Plant being unavailable due to mechanical breakdown.  In 
order to mitigate this risk, the Company ensures and monitors that STOMO operates and maintains the 
Plant in line with the Company’s policies, principles, directives and best practices in the industry and as 
per maintenance schedule prescribed by the OEMs. 
 
Loss of Availability due to Accidental Damage 
 
In accordance with industry best practices, the Company ensures that adequate insurance policies are 
in place to protect the business against any property damage and loss of income arising from accidental 
damage.  
 
OPWP Payments 
 
During the year, OPWP has settled in full all invoices within the agreed credit period.  
 
Outlook 
 
The Royal Decree 9/2017 issued on 19 February 2017 amended certain provisions of the income tax 
law including increase in corporate income tax rate from 12% to 15% effective 1 January 2017, and 
applicability of withholding tax (WHT) at 10% on payments to any foreign person for interest on loans, 
fee for service (performed in Oman) and dividends.  
 
In accordance with the protection available to the Company in the PPA for the Change of Law, the 
Company notified OPWP about impact of such changes on its business and sought confirmation for 
compensation. In December 2017, OPWP agreed to compensate the Company for the increase in 
corporate income tax rate from 12% to 15% and WHT on interest payments to lenders and service 
providers, based on fulfillment of certain conditions and as per the relevant provisions of the PPA.  The 
Company awaits issuance of the Executive Regulations by the tax department which will further clarify 
the amendments made in income tax law. 
 
The value added tax is expected to be introduced in the country in year 2019.The Company shall assess 
the potential impact it may have on its business and shall seek compensation for any adverse impact 
under the Change of Law protection available in the PPA. 
 
During the year 2016, the Board suspended the refinancing exercise as the then prevailing global 
financial markets condition and the final responses received from the prospective lenders were seen 
not to present material financial value to the Company and further, numerous funding, pricing and 
legal challenges were also encountered. Since then, the Company has been monitoring the 
developments in international financial market but has not seen any improvement. The Company 
proposes to revive the refinancing exercise once there is appreciable improvement in global financial 
market conditions.  
 
Considering the Company’s robust contractual framework, the management is optimistic about the 
future of the Company. Recognizing that the long-term sustainability of the Company’s financial results 
depends upon its efficient operational base, the management will continue to focus on ensuring high 
levels of Plant availability whilst closely controlling overhead costs. 
 
The Company conducts no other business in the Sultanate of Oman or outside and has no subsidiaries. 
 
 
 

Page 7 
 



 
 
Internal control systems and their adequacy  
 
The management is fully aware of the importance of a strong internal control system. Since conversion 
of the Company’s status to SAOG in 2014, the Company has appointed a full time in-house internal 
auditor and also engaged reputable audit firm to support the Company’s internal auditor. In addition, 
adequate training opportunities have been provided to the internal auditor to build upon the 
professional skills. 
 
The management continues to evaluate all business processes along with related policies and 
procedures and also implements the recommendations of the internal auditor to further augment the 
overall internal controls environment of the Company.  
 
Gratitude and Conclusion 
 
The management acknowledges and appreciates the commitment and diligence of all the employees of 
the Company while assuring them of their career advancement and continued welfare.  
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