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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
AL TAMMAN INDSIL FERRO CHROME (FZC) LLC

Opinion

We have audited the accompanying financial statements of Al Tamman Indsil Ferro Chrome (FZC) LLC, set out
on pages 3 to 28, which comprise the statement of financial position as at 31 December 2021 and the statement
of comprehensive income, statement of changes in equity and statement of cash flows for the year then ended,
and notes to the financial statements, including significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at 31 December 2021 and its financial performance and its cash flows for the year
then ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Company in accordance with International Ethics
Standards Board for Accountants' Code of Ethics for Professional Accountants (IESBA Code), together with the
ethical requirements that are relevant to our audit of the Company's financial statements in the Suitanate of
Oman, and we have fulfilled our other ethical responsibilities in accordance with these requirements and the
IESBA Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Responsibilities of Management and the Shareholders for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with IFRSs, and for such internal control as Management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, Management is responsible for assessing the Company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless Management either intends to liquidate the Company or to cease operations,
or has no realistic alternative but to do so.

The Shareholders are responsible for overseeing the Company's financial reporting process.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
AL TAMMAN INDSIL FERRO CHROME (FZC) LLC (Continued)

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional
skepticism throughout the audit. We also:

« |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Company's internal control.

¢ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by Management.

e Conclude on the appropriateness of Management's use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Company's ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor's report to the related disclosures
in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions
are based on the audit evidence obtained up to the date of our auditor's report. However, future events or
conditions may cause the Company to cease to continue as a going concern.

¢ Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with the Shareholders regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during
our audit.

Report on the Regulatory Requirements

The financial statements also comply, in all material respects, with the relevant requirements of the Commercial
Companies Law of the Sultanate of Oman.

31 March 2022
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Al Tamman Indsil Ferro Chrome (FZC) LLC
Financial statements for the year ended 31 December 2021

#

Statement of financial position

Note 2021 2020
RO RO
ASSETS
Non-current assets
Property, plant and equipment 5 10,235,704 11,228,677
Right of use assets 6d) 14,610,258 15,311,285
Investment in a subsidiary 7 105,000 105,000
Loan to a Shareholder 16 b) 45,000 45,000
Total non — current assets 24,995,962 26,689,962
Current assets
Inventories 8 5,241,929 4,307,105
Trade and other receivables 9 3,260,216 1,309,990
Bank balances and cash 10 6,657 16,260
Total current assets 8,508,802 5,633,355
Total assets 33,504,764 32,323,317
EQUITY AND LIABILITIES
Equity
Share capital 11 4,762,746 4,762,746
Legal reserve 12 995,832 343,486
Accumulated losses (664,747) (6,535,864)
Shareholders’ current accounts 16 c) (619,250) (620,943)
Net assets / (deficiency of funds) 4,474,581 (2,050,575)
Liabilities
Non-current liabilities
Non-current portion of lease liabilities 6f) 15,032,028 15,301,602
Non-current portion of term loans 13 2,371,556 3,032,049
Non-current portion of trade and other payables 15 345,103 360,483
Employees’ end of service benefits 23 c) 198,428 194,190
Total non-current liabilities 17,947,115 18,888,324
Current liabilities
Current portion of lease liabilities 6f) 269,575 253,217
Current portion of term loans 13 686,533 529,530
Bank borrowings 14 6,668,520 11,758,256
Trade and other payables 15 2,458,440 1,944,565
Loan from a related party 16 d) 1,000,000 1,000,000
Total current liabilities 11,083,068 15,485,568
Total liabilities 29,030,183 34,373,892
Total equity and liabilities 33,504,764 32,323,317
These financial statements were authorized for issue and approved by the Shargholders on 41/ 03 /2022 and
signed on their behalf by:
’ {’9 = =
e by

Shareholder Shareholdsr

The attached notes 1 to 26 form part of these financial statements.



Al Tamman Indsil Ferro Chrome (FZC) LLC
Financial statements for the year ended 31 December 2021
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Statement of comprehensive income

Note 2021 2020
RO RO
INCOME
Revenue from contracts with customers 18 31,466,158 12,419,881
Cost of sales 19 (22,102,469) (13,660,018)
Gross profit / (loss) 9,363,689 (1,240,137)
Other income 20 52,008 6,277
9,415,697 (1,233,860)
EXPENDITURE
Selling and distribution 21 832,830 508,081
General and administration 22 434,009 435,322
Finance charges 24 1,625,395 1,195,268
2,892,234 2,138,671
Net profit / (loss) and total comprehensive
income for the year 6,523,463 (3,372,531)

Note:

The Company has no items under other comprehensive income.

The attached notes 1 to 26 form part of these financial statements.
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Al Tamman Indsil Ferro Chrome (FZC) LLC
Financial statements for the year ended 31 December 2021

Statement of changes in equity

Shareholders'

Share Legal Accumulated current
capital reserve losses accounts Total
RO RO RO RO RO
(note 11) (note 12) [note 16 ¢)]
At 31 December 2019 4,762,746 343,486 (3,163,333) (623,578) 1,319,321
Net loss and total comprehensive
income for the year -- - (3,372,531) - (3,372,531)
Movement during the year - -- -- 2,635 2,635
At 31 December 2020 4,762,746 343,486 (6,535,864) (620,943) (2,050,575)
At 31 December 2020 4,762,746 343,486 (6,535,864) (620,943) (2,050,575)
Net profit and total comprehensive
income for the year - - 6,523,463 -- 6,523,463
Movement during the year -- 652,346 (652,346) 1,693 1,693
At 31 December 2021 4,762,746 995,832 (664,747) (619,250) 4,474,581

The attached notes 1 to 26 form part of these financial statements.
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Al Tamman Indsil Ferro Chrome (FZC) LLC

Financial statements for the year ended 31 December 2021

Statement of cash flows

2021 2020
RO RO
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers 29,898,006 12,336,311
Cash paid towards expenses (22,468,956) (12,365,616)
Cash generated from / (used in) operations 7,429,050 (29,305)
Finance costs (759,077) (833,538)
Net cash generated from / (used in) operating activities 6,669,973 (862,843)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (64,758) (46,829)
Proceeds from disposal of property, plant and equipment 96,249 --
Net cash generated from / (used in) investing activities 31,491 (46,829)
CASH FLOWS FROM FINANCING ACTIVITIES
Disbursement of loan from a related party - 1,000,000
Disbursement of term loans - 2,500,000
Repayment of term loans (503,490) (148,715)
Repayment of bank borrowings (3,031,080) (2,170,436)
Lease liabilities paid (1,119,534) (472,217)
Net movement in Shareholders' current accounts 1,693 2,635
Net cash (used in) / generated from financing activities (4,652,411) 711,267
Increase / (decrease) in cash and cash equivalents during the year 2,049,053 (198,405)
Cash and cash equivalents at the beginning of the year (3,561,119) (3,362,714)
Cash and cash equivalents at the end of the year (1,512,066) (3,561,119)
Cash and cash equivalents at the end of the year comprise:
Bank balances and cash 6,657 16,260
Bank overdraft (note 14) (1,518,723) (3,577,379)
(1,512,066) (3,561,119)

The attached notes 1 to 26 form part of these financial statements.
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Al Tamman Indsil Ferro Chrome (FZC) LLC
Financial statements for the year ended 31 December 2021
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Notes to the financial statements

1

21

2.2

ACTIVITIES

Al Tamman Indsil Ferro Chrome (FZC) LLC (“the Company”) ['ATIFC"] is registered in the Sultanate of
Oman as a limited liability company. The principal activity is manufacturing of primary ferrous metal
products, exploration services and activities of import and export. The principal place of the business is
in the Sohar Free Zone.

The Company owns 70% shares in Al Tamman Indsil Mining Company LLC ("ATIMC") and accordingly,
ATIMC is a subsidiary of ATIFC (note 7).

Impact of pandemic

The outbreak of coronavirus (COVID-19) continues to progress and evolve, causing disruption to
business and economic activities across the globe, including the Sultanate of Oman. While the
Government of Sultanate of Oman has eased lockdowns along with announcement and implementation
of measures to provide assistance to the affected entities, the macro-economic uncertainty continues
especially with the spread of new variant of COVID-19. The Management is regularly monitoring the
evolution of the COVID 19 pandemic and will continue to assess the impact going forward too.

BASIS OF PREPARATION AND ADOPTION OF NEW AND AMENDED IFRS
Basis of preparation
a) Separate financial statements

These financial statements are 'separate’ and do not consolidate the results of operations and
assets and liabilities of the subsidiary on a line by line basis as required by International Financial
Reporting Standard 10 'Consolidated Financial Statements’.

Consolidated financial statements, in accordance with IFRS 10, "Consolidated Financial
Statements” will be prepared consolidating the results of operations and assets and liabilities of the
subsidiary.

b) Statement of compliance:

The financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS") issued by the International Accounting Standards Board (IASB), interpretations
issued by the International Financial Reporting Interpretations Committee (IFRIC) and the relevant
requirements of the Commercial Companies Law of the Sultanate of Oman.

The financial statements are presented in Omani Rials.
New and amended IFRS adopted by the Company

The financial statements have been drawn up based on accounting standards, interpretations and
amendments effective at 1 January 2021. The Company has adopted the following new and revised
Standards and Interpretations issued by International Accounting Standards Board and the International
Financial Reporting Interpretations Committee, which were effective for the current accounting period:

« Amendmentsto IFRS 16 'Leases’ extends the availability of the practical expedient related to COVID
19 related rent concessions beyond 30 June 2021. The practical expedient applies to rent
concessions relating to lease payments originally due on or before 30 June 2022. Although, the
amendment is applicable for annual periods commencing on or after 1 April 2021, the Company has
early adopted the amendment.

e Amendments to IFRS 4, IFRS 7, IFRS 9, IFRS 16 & IAS 39 - Interest Rate Benchmark Reform —
Phase 2.
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Al Tamman Indsil Ferro Chrome (FZC) LLC
Financial statements for the year ended 31 December 2021

Notes to the financial statements

BASIS OF PREPARATION AND ADOPTION OF NEW AND AMENDED IFRS (Continued)
New and amended IFRS adopted by the Company (continued)

The Management believes the adoption of the above amendments has not had any material impact on
the recognition, measurement, presentation and disclosure of items in the financial statements for the
current accounting period.

New and amended IFRS which are in issue but not yet effective

The following standards and amendments will become effective for the annual periods beginning on or
after 1 January 2021.

Amendments to IAS 1 'Presentation of financial statements’

Amendments to IAS 16 ‘Property, plant and equipment’

Amendments to IFRS 3 'Business combinations'

Amendments to IAS 37 'Provisions, contingent liabilities and contingent assets’

Annual Improvements to IFRS Standards 2018-2020 amending IFRS 1, IFRS 9, IFRS 16 and IAS
41

« Amendments to IFRS 10 ‘Consolidated financial statements' and IAS 28 'Investments in associates’
« Amendments to IAS 8 ‘Accounting policies, changes in accounting estimates and errors'

« Amendments to IAS 12 'Income taxes'

e @ & & @

The Management believes the adoption of the above amendments is not likely to have any material
impact on the recognition, measurement, presentation and disclosure of items in the financial
statements for future periods.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

In preparing the financial statements, the Management is required to make estimates and assumptions
which affect reported income and expenses, assets, liabilities and related disclosures. The use of
available information and application of judgements based on historical experience and other factors are
inherent in the formation of estimates that are believed to be reasonable under the circumstances. Actual
results in the future could differ from such estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised and in any future periods affected.

In particular, estimates that involve uncertainties and judgements which have significant effect on the
financial statements are as follows:

o Useful lives of property, plant and equipment

Estimation of useful lives of the property, plant and equipment is based on Management's
assessment of various factors such as the operating cycles, the maintenance programs and normal
wear and tear using its best estimates.

e Estimation of the lease term and right of use assets

The Management determines the lease term as the non-cancellable term of the lease, together with
any periods covered by an option to extend the lease if it is reasonably certain to be exercised, or
any periods covered by an option to terminate the lease, if it is reasonably certain not to be
exercised. The Management applies judgement in evaluating whether it is reasonably certain
whether or not to exercise the option to renew or terminate the lease by considering all relevant
factors that create an economic incentive for it to exercise either the renewal or termination. Further,
estimates that involve uncertainties and judgements which have significant effect on the financial
statements includes the determination of the appropriate rate to discount the lease liabilities in
accordance with IFRS 16.
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Al Tamman Indsil Ferro Chrome (FZC) LLC
Financial statements for the year ended 31 December 2021
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Notes to the financial statements

3

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (Continued)

Expected credit losses (ECLs)

The Company applies the IFRS 9 simplified approach to measuring ECL which uses a lifetime
expected loss allowance for all trade receivables. To measure the ECLs, trade receivables have
been categorised based on shared credit risk characteristics and the days past due. The expected
loss rates are based on the payment profiles of sales over a period of 3 years and the corresponding
historical credit losses experienced within this period.

The Company uses a single rate valuation method to calculate ECLs for amounts due from a
Subsidiary and related party since the historical data is not representative and there have been
insignificant credit losses in the past. The default rates are based on those provided by external
credit rating agencies for industry and country wise default rates and adjusted for forward-looking
factors specific to the economic environment in the Sultanate of Oman.

At every reporting date, the default rates are updated and changes in the forward-looking estimates
are analysed. The assessment of the correlation between default rates, forecast economic
conditions and ECLs require the use of estimates. The Company's historical credit loss experience
and forecast of economic conditions may also not be representative of customer's actual default in
the future.

The historical loss rates are adjusted to reflect current and forward-looking information on
macroeconomic factors affecting the ability of the customers to settle the receivables. The Company
has identified the impact of pandemic, GDP growth, oil prices and inflation rates to be the most
relevant factors, and accordingly adjusts the historical loss rates based on expected changes in
these factors.

ECL on bank balances is determined using credit rating information supplied by independent rating
agencies, where available.

ECL on bank balances, amounts due from a Subsidiary, related party and other receivables is
provided if the amount is deemed material.

Inventories

Inventories are held at the lower of cost and net realisable value. An estimate of net realisable value
is made for slow and non-moving inventories. For individually significant amounts this estimation is
performed on an individual basis. Amounts which are not individually significant, but which are old
or obsolete, are assessed collectively and a provision applied according to the inventory type and
the degree of ageing or obsolescence, based on historical selling prices.

The calculation of closing stock quantities of certain raw materials and finished goods requires the
use of estimates. At the end of the reporting period, the Management believes that the estimated
figure of closing quantity of these inventories derived from the use of scientific formulae and as
reflected in the accounting records, closely approximates the actual quantities.

Contract liability

The Management estimates the contract liability on market price variations contingent on the final
selling price ultimately agreed with the customer.
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Al Tamman Indsil Ferro Chrome (FZC) LLC
Financial statements for the year ended 31 December 2021

Notes to the financial statements

3

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (Continued)

Impairment of non-financial assets

At the end of the reporting period, the Management has assessed if there are any indicators of
impairment of non-financial assets (property, plant and equipment and right of use assets),
especially considering the effects of business disruptions due to COVID 19 pandemic. Impairment
exists when the carrying value of an asset or cash generating unit exceeds its recoverable amount,
which is the higher of its fair value less costs of disposal and its value in use.

The Management has concluded based on assessment of available evidence, that impairment has
not arisen in the carrying values of property, plant and equipment and right of use assets at the end
of the reporting period.

SIGNIFICANT ACCOUNTING POLICIES

The following accounting policies have been consistently applied in dealing with items considered
material to the financial statements.

a)

b)

<)

Accounting convention
The financial statements are prepared under the historical cost convention.
Revenue from contracts with customers

Revenue from contracts with customers is recognised when control of the goods is transferred to
the customer at an amount that reflects the consideration to which the Company expects to be
entitled in exchange for those goods. Revenue from sale of goods is recognised at the point in time
when contral of the asset is transferred to the customer, generally on their delivery. The normal
credit term is within 30 days upon delivery.

Property, plant and equipment

ltems of property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Following initial recognition at cost, expenditure incurred to replace a component
of an item of property, plant and equipment which increases the future economic benefits embodied
in that item is capitalised.

All other expenditures are recognised in the statement of income as an expense as incurred. ltems
of property, plant and equipment are derecognised upon disposal or when no future economic
benefit is expected to arise from the continued use of the asset. Any gain or loss arising on de-
recognition of the asset is included in the statement of income in the year the item is derecognized.

Capital work in progress is not depreciated.
Depreciation is charged on other property, plant and equipment so as to write off their cost less their

estimated residual values over their estimated useful lives using the straight-line method. The
estimated useful lives are as follows:

Years
Factory building 20-30
Plant and machinery 8-20
Motor vehicles 4
Furniture and fixtures 4
Office equipment 4
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Al Tamman Indsil Ferro Chrome (FZC) LLC
Financial statements for the year ended 31 December 2021
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Notes to the financial statements

4

SIGNIFICANT ACCOUNTING POLICIES (Continued)

d) Leases

The Company leases electricity power plant, vehicles and land for its existing office and factory
premises under various leasing arrangements. Contracts may contain both lease and non-lease
components. The Company allocates the consideration in the contract to the lease and non-lease
components based on their relative stand-alone prices unless it has elected not to separate lease
and non-lease components and instead accounts for these as a single lease component.

Leases are recognised as right-of-use assets and corresponding liabilities at the date at which the
leased asset is available for use by the Company. Lease liabilities include (wherever applicable) the
net present value of the following lease payments:

. fixed payments (including in-substance fixed payments), less any lease incentives receivable
o variable lease payment that are based on an index or a rate, initially measured using the index
or rate as at the commencement date

° amounts expected to be payable by the Company under residual value guarantees

o the exercise price of a purchase option if the Company is reasonably certain to exercise the
option, and

° penalties for terminating the lease, if the lease term reflects the Company exercising that
option.

Lease payments to be made under reasonably certain extension options are also included in the
measurement of the liabilities. The lease payments are discounted using the interest rate implicit in
the lease. If that rate cannot be readily determined, the Company's incremental borrowing rate is
used.

Lease payments are allocated between the principal and interest cost. The interest cost is charged
to the statement of income over the lease period so as to produce a constant periodic rate of interest
on the remaining balance of the liabilities for each period.

Right-of-use assets are measured at cost comprising the following:

. the amount of the initial measurement of lease liabilities

° any lease payments made at or before the commencement date less any lease incentives
received
any initial direct costs, and
restoration costs, if applicable.

Right-of-use assets are generally depreciated over the shorter of the asset's useful life and the lease
term on a straight-line basis. If the Company is reasonably certain to exercise a purchase option,
the right-of-use assets is depreciated over the underlying asset's useful life.

Payments associated with short-term leases and of low-value assets are recognised on a straight-
line basis as an expense in the statement of income.

The operating lease payments are charged to the statement of income on a straight line basis.

Finance leases are accounted at the present value of minimum lease payments and are reduced
over the period of lease on payment.
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Al Tamman Indsil Ferro Chrome (FZC) LLC
Financial statements for the year ended 31 December 2021

Notes to the financial statements

4

SIGNIFICANT ACCOUNTING POLICIES (Continued)

e)

q)

Investment in a subsidiary

A subsidiary is a Company which is controlled by the Company. Control is achieved when the
Parent Company has power over the investee, that exposes or gives rights to variable returns from
its involvement with the investee, and the Parent Company is able to use its power to affect the
amount of returns from the investee. Generally, control is achieved with a shareholding of more
than one half of the voting rights over the relevant activities of the investee. Investment in a
subsidiary is accounted at cost in the separate financial statements.

Inventories

Inventories are valued at lower of cost and net realisable value. Provision is made where necessary
for obsolete, slow moving and defective items.

Cost of raw materials and spares is determined on a weighted average basis. Cost of raw materials
comprises the invoice value of materials plus related freight charges and duties. The cost of finished
goods is determined by weighted average cost. In case of finished goods, cost includes an
appropriate share of overheads based on normal operating capacity. Work in progress comprises
direct materials, direct labour costs and other variable overheads. Goods in transit, which are stated
at cost, comprise their invoice value plus other charges paid thereon.

Net realisable value is a price at which inventories can be sold in the normal course of business
after allowing for the costs of realisation.

Financial assets

The Company's financial assets comprise trade and other receivables, loan to a Shareholder, bank
balances and cash. These financial assets are classified, at initial recognition, as subsequently
measured at amortised cost.

The classification of financial assets at initial recognition depends on the financial asset’s contractual
cash flow characteristics and the Company's business model for managing them. In order for a
financial asset to be classified and measured at amortised cost, it needs to give rise to cash flows
that are 'solely payments of principal and interest (SPPI)' on the principal amount outstanding. This
assessment is referred to as the SPPI test and is performed at an instrument level.

The Company's business model for managing financial assets refers to how it manages its financial
assets in order to generate cash flows. The business model determines whether cash flows will
result from collecting contractual cash flows, selling the financial assets, or both.

Financial assets at amortised cost:

The Company measures financial assets at amortised cost if both of the following conditions are
met:

- The financial asset is held within a business model with the objective to hold financial assets
in order to collect contractual cash flows; and

- The contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

Interest income from financial assets, if any, is included in finance income using the effective interest
rate method. Impairment losses are presented as separate line item in the statement of income.
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Al Tamman Indsil Ferro Chrome (FZC) LLC
Financial statements for the year ended 31 December 2021
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Notes to the financial statements

4

SIGNIFICANT ACCOUNTING POLICIES (Continued)

h) Trade receivables

Trade receivables are amounts due from customers for goods sold in the ordinary course of
business and represent the Company's right to an amount of consideration that is unconditional.
(i.e., only the passage of time is required before payment of the consideration is due). They are
generally due for settlement within 30 days and therefore are all classified as current.

Trade receivables are recognised initially at the amount of consideration that is unconditional unless
they contain significant financing components, when they are recognised at fair value. The Company
holds the trade receivables with the objective to collect the contractual cash flows and therefore
measures them subsequently at amortised cost.

Impairment
Financial assets

Trade receivables

The Company recognises allowance for expected credit losses (ECLs) applying a simplified
approach for trade receivables at an amount equal to lifetime ECLs. The Company has established
a provision matrix that is based on its historical credit loss experience, adjusted for forward-looking
factors specific to the trade receivables and the economic environment.

Other financial assets

For other financial assets, which are subject to impairment, the ECLs are recognised in two stages.
For credit exposures for which there has not been a significant increase in credit risk since initial
recognition, ECLs are provided for credit losses that result from default events that are possible
within the next 12-months (a 12-month ECL).

For those credit exposures for which there has been a significant increase in credit risk since initial
recognition, a lifetime ECL is recognised for credit losses expected over the remaining life of the
exposure, irrespective of the timing of the default. ECL on amounts due from a related party and
bank balances is determined using credit rating information supplied by independent rating
agencies, where available. For bank balances and cash, the ECL adjustments are made only if they
are material.

Write off

The gross carrying amount of a financial asset is written off when the Company has no reasonable
expectations of recovering a financial asset in its entirety or a portion thereof. The Company
individually makes an assessment with respect to the timing and amount of write-off based on
whether there is a reasonable expectation of recovery. The Company expects no significant
recovery from the amount written off. However, financial assets that are written off could still be
subject to enforcement activities in order to comply with the Company's procedures for recovery of
amounts due.

Non-financial assets

At the end of each reporting period, the Management assesses if there is any indication of
impairment of non-financial assets. If an indication exists, the Management estimates the
recoverable amount of the asset or cash generating unit (CGU) and recognises an impairment loss
in the statement of income.

The recoverable amount is assessed as higher of asset's or CGU's value in use (VIU) and fair value
less costs to sell. In assessing the VIU, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects market assessments of the time value of
money and other asset specific risks. The Management also assesses if there is any indication that
an impairment loss recognized in prior years no longer exists or has reduced. The resultant
impairment loss reversals are recognised immediately in the statement of income.
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4

SIGNIFICANT ACCOUNTING POLICIES (Continued)

)

k)

n

m)

o)

P)

q)

Cash and cash equivalents

For the purpose of statement of cash flows, cash and cash equivalents consist of unrestricted bank
balances and cash.

Trade and other payables

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

Provisions

A provision is recognized in the statement of financial position 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. If the effect is material, provisions are determined
by discounting the expected future cash flows at a rate that reflects current market assessments of
the time value of money and, where appropriate, the risks specific to the liability.

Financial liabilities

All financial liabilities are initially measured at fair value and are subsequently measured at
amortized cost.

Taxation
Taxation is provided for in accordance with the Sultanate of Oman'’s fiscal regulations.

Deferred taxation is provided using the liability method on all temporary differences at the reporting
date, It is calculated at the tax rates that are expected to apply to the period when it is anticipated
the liabilities will be settied, and is based on the rates (and laws) that have been enacted at the end
of the reporting period.

Deferred tax assets in relation to carry forward losses or timing differences are recognised to the
extent that it is probable that future taxable profits will be achieved.

Foreign currency transactions

Foreign currency transactions are translated into Rials Omani at the approximate exchange rates
prevailing at the time of the transactions. Monetary assets and liabilities in foreign currency at the
end of the reporting period are translated at the year end rates. Exchange differences arising are
reported as part of the statement of income.

Employees’ end of service benefits

Payment is made to the Government of the Sultanate of Oman's Social Security Scheme as per
Royal Decree number 72/91 (as amended) for Omani employees. Provision is made for amounts
payable under the Sultanate of Oman's Labour Law issued as per Royal Decree number 35/2003
(as amended) applicable to expatriate employees' accumulated periods of service at the end of the
reporting period.

Contract liability
A contract liability is measured at the amount of consideration received (or receivable) for which the
Company does not expect to be entitled (i.e. amounts not included in the transaction price). The

refund liability (and corresponding change in the transaction price and, therefore, the contract
liability) shall be updated at the end of each reporting period for changes in circumstances.
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5

PROPERTY, PLANT AND EQUIPMENT

a)

b)

c)

d)

e)

The movement of property, plant and equipment during the years 2021 and 2020 are set out on
pages 27 and 28, respectively.

The depreciation charge for the year has been allocated as follows:

2021 2020
RO RO

Direct costs (note 19) 980,166 976,697
General and administration (note 22) 720 2,452

980,886 979,149

The buildings and plant facilities are built on land leased at Schar Free Zone and are leased for a
25 year period from Sohar Free Zone LLC under a lease agreement that will expire on 22 July 2043
[refer note 6 a)].

The property, plant and equipment are mortgaged against term loans and other borrowing facilities
obtained from a local commercial bank [note 13 c)].

Capital work in progress at the end of the reporting period relates to the costs incurred towards
consultancy services for the expansion of the Ferro Alloy facility in the Sohar Free Zone.

LEASES

a)

b)

c)

The Company enters into leasing arrangements for the factory land in the Sohar Free Zone. The
lease term for the factory premises is 25 years [note 5 c)].

The Company has also entered into leasing arrangements for the vehicles (including heavy
vehicles), wherein the ownership of the vehicles will be transferred to the Company at the end of
the lease term. Leased vehicles are jointly registered in the name of the Company and the financial
institution (2020 — same). The average lease term is around 5 years.

The Company has entered into a ‘Build, Own, Operate, Transfer' lease agreement for the electricity
power plant with Sohar Solar Qabas (FZC) LLC (“the lessor”) for a period of 23 years. Subject to
the following terms of the agreement, upon expiration of the lease term, the lessor shall transfer
unencumbered title of the electricity power plant to the Company.

The lease agreement can be terminated by the Company during the lease term and the Company
shall be obliged to purchase the electricity power plant in consideration of the following amounts to
be determined in respect of the lease year during which the lease agreement is terminated:

RO
Lease year four 9,900,000
Lease year six 9,900,000
Lease year eight 9,800,000
Lease year eleven 9,500,000
Lease year sixteen 8,200,000
Lease year twenty one 5,400,000

The annual operating charges of electricity power plant are charged to the statement of income.
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6

LEASES (Continued)

d) Atthe end of the reporting period, right-of-use assets comprise the following:

Electricity
Year 2021 Factory land Vehicles power plant Total
RO RO RO RO
At the beginning of the year 4,179,643 100,659 11,030,983 15,311,285
Depreciation for the year
[refer note h) below] (185,320) (32,598) (483,109) (701,027)
At the end of the year 3,994,323 68,061 10,547,874 14,610,258
Electricity
Year 2020 Factory land Vehicles power plant Total
RO RO RO RO
At the beginning of the year 4,365,827 133,703 - 4,499,530
Additions during the year -- -- 11,111,501 11,111,501
Depreciation for the year
[refer note h) below] (186,184) (33,044) (80,518) (299,746)
At the end of the year 4,178,643 100,659 11,030,983 15,311,285
e) The movement in lease liabilities during the year is as follows:
2021 2020
RO RO
At the beginning of the year 15,554,819 4,553,805
Obtained during the year -- 11,111,501
Interest on lease liabilities expensed 866,318 361,730
Paid during the year (1,119,534) (472,217)
At the end of the year 15,301,603 15,554,819
f) Atthe end of the reporting period, lease liabilities are analysed as follows:
Electricity
Year 2021 Factory land power plant Total
RO RO RO
Non-current portion 4,407,528 10,624,500 15,032,028
Current portion 48,686 220,889 269,575
4,456,214 10,845,389 15,301,603
Electricity
Year 2020 Vehicles Factory land power plant Total
RO RO RO
Non-current portion - 4,456,214 10,845,388 15,301,602
Current portion 8,023 40,084 205,110 253,217
8,023 4,496,298 11,050,498 15,554,819
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6

LEASES (Continued)

g) The contractual maturity analysis of the undiscounted cash flows of the lease liabilities is as follows:

2021 2020

RO RO

Upto 1 year 1,120,445 1,285,688
Between 1 year to 5 years 4,575,640 4,537,825
Above 5 years 21,125,822 22,284,081

26,821,807 28,107,594

h) The amounts included in the statement of income relating to leases comprise:

2021 2020

RO RO

Depreciation (note 19) 701,027 299,746
interest on lease liabilities (note 24) 866,318 361,730
Short lease paid 34,630 45,415

i) The leased land is under usufruct mortgage with a local commercial bank providing term loans and
borrowing facilities to the Company [note 13 c)].

i) The total cash outflows for the factory land, vehicle leases and electricity power plant amounted to
. RO 292,322 (2020 — RO 289,018), RO 8,212 (2020 — RO 16,855) and RO 819,000 (2020 — RO
166,344), respectively.

INVESTMENT IN SUBSIDIARY

Investment in a subsidiary represents Company's 70% holding in the share capital of Al Tamman Indsil
Mining LLC (“the Subsidiary") ['ATIMC"]. ATIMC is a limited liability company registered in Sultanate of
Oman and its principal activity is to support activities for mining of non-ferrous metal ores and trading of
ores and minerals. ATIMC is currently in the process of obtaining license for its mining activities.

INVENTORIES
2021 2020
RO RO
Raw materials 1,280,912 431,881
Finished goods 1,877,117 2,126,452
Work in progress 874,449 724,425
Goods in transit (raw materials) 827,685 737,169
Spare parts 281,766 287,178
5,241,929 4,307,105

The following further note applies:

As at 31 December 2021, finished goods and work in progress amounting to RO 1,977,117 and RO
874,449, respectively, are valued at cost being lower of cost and net realisable value (as at 31 December
2020 — the finished goods and work in progress amounting to RO 2,126,452 and RO 724,425 were
valued at net realisable value and the amount of write down to net realisable value was RO 228,079).
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1

TRADE AND OTHER RECEIVABLES

2021 2020

RO RO

Trade receivables 2,846,258 1,240,076
Less: Allowance for expected credit losses [note ¢) below] (277,792) (254,000)
2,568,466 986,076

Advances to suppliers 370,016 93,899
Due from a related party [note 16 c)] 5,587 2,183
Due from a subsidiary [note 16 c)] 176,630 161,668
Prepayments and other receivables 139,517 66,164
3,260,216 1,309,990

The following further notes apply:

a) Certain trade receivables are secured against the letters of credit and are non-interest bearing and

generally on terms of within 30 days credit (2020 — same terms),

b) The information about the credit exposure for frade receivables is detailed in note 25 b).

c) The movement in allowance for expected credit losses during the year is as follows:

2021 2020

RO RO

At the beginning of the year 254,000 155,690

Established during the year (note 22) 23,792 98,310

At the end of the year 277,792 254,000
BANK BALANCES AND CASH

2021 2020

RO RO

Bank balances 3,338 14,105

Cash in hand 3,319 2,155

6,657 16,260

SHARE CAPITAL

a) The issued, subscribed and paid up share capital of the Company comprises of 4,762,746 shares
of RO 1 each (2020 — 4,762,746 shares of RO 1 each). At the end of the reporting period,

shareholders of the Company and the number of shares they hold are as follows:

2021 and 2020

Holdings Number of

% shares

H.E Sheikh Salim Bin Mustahail Bin Ahmed Al Mashani 50 2,381,373
Indsil Hydro Power and Manganese Limited 50 2,381,373
100 4,762,746

b) The Company is a subsidiary of Indsil Hydro Power and Manganese Limited ("IHPML"), a Company
listed on Bombay Stock Exchange in India, as IHPML exercises control over the Company.
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13

LEGAL RESERVE

In accordance with Article 274 of the Commercial Companies Law of the Sultanate of Oman, annual
appropriation of the net profit for the year is to be made to the legal reserve until the reserve equals one-
third of the Company's share capital. The reserve is not available for distribution but can be utilised to
set off against any accumulated losses.

TERM LOANS
2021 2020
RO RO
Term loan 1 688,294 1,061,579
Term loan 2 2,369,795 2,500,000
3,058,089 3,561,579
Less: current portion (686,533) (529,530)
Non-current portion of term loans 2,371,556 3,032,049

The following further notes apply:

a)

b)

d)

Term loan 1 was obtained from a local commercial bank and carries interest at one year fixed
deposit rate + 2.75% per annum (2020 — same). The loan is repayable in 20 equal quarterly
installments of RO 87,000 which commenced from October 2018.

During the year 2020, in view of the pandemic, the Company had received a payment holiday from
the bank for instalments payable for quarters 1 to 3 equal to an amount of RO 261,000.
Consequently, the amount will be payable in the last installment of the loan which will be due in
March 2023. Interest was continuously charged as per the facility terms.

Term loan 2 was obtained from a local commercial bank during the year and carries interest at one
year fixed deposit rate + 2.75% per annum (2020 — same). The loan is repayable in 96 equal monthly
installments of RO 26,041 which commenced from July 2021.

The term loans and other facilities (including bank borrowings under note 14) are secured by the
following:

- usufruct mortgage on the leasehold land located at Sohar Industrial Free Zone [note 6 i)];

- first commercial charge over the property, plant and equipment of the Company to the extent of
RO 20.1 million valid till 2024 [note 5 d);

- assignment of the insurance policies over mortgaged assets;

- subordination of loan from a related party amounting to RO 1,000,000 [note 16 d)]; and

-  pledge over 100% shares of the Company.

As on 31 December 2021, the Company was not in compliance with the financial covenants detailed
in the facility agreements with respect to maintenance of leverage ratio. In the event of non-
compliance of the financial covenants, the bank is entitied to the following:

- increase in interest on terms loans 1 and 2 by 0.25% per annum until the covenant is met;
- no further funded borrowing unless the financial covenants are met; and
- oblige the Shareholders to infuse additional equity to the extent of losses incurred.

The Management confirms that the non-compliance of the covenant has not resulted in any of the

aforementioned actions by the bank and will not result in immediate repayment of the term loansand
bank borrowings (note 14).
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15

TERM LOANS (Continued)

e) The maturity profile of the non-current portion of the term loans based on the remaining period to
maturity from the end of the reporting period is as follows:

2021 2020
RO RO
Between 1 to 2 years 652,786 660,492
Between 2 to 5 years 937,476 1,277,771
Above 5 years 781,294 1,093,786
2,371,556 3,032,049

BANK BORROWINGS
2021 2020
RO RO
Bank overdraft 1,518,723 3,677,379
Bank borrowings forming part of cash and cash equivalents 1,518,723 3,577,379
Loan against trust receipts 3,526,797 6,182,877
Short term loans 1,623,000 1,998,000

6,668,520 11,758,256

The following further note applies:

a) Bank borrowings comprising of bank overdraft, loan against trust receipts and short term loans are
obtained from a local commercial bank. The interest is charged at 5.25% per annum (2020 - same)
for overdraft and 4.25% to 4.5% per annum (2020 - same) for loan against trust receipts and short
term loans. Overdraft facility is repayable on demand and forms part of cash and cash equivalents.

b) Bank borrowings and other facilities are secured as disclosed in note 13 c).

TRADE AND OTHER PAYABLES

2021 2020

RO RO

Trade payables 1,274,944 737,374
Due to relates parties [note 16 c)] 198,345 235,179
Advance from customer -- 36,900
Accruals and other payables 1,330,254 1,295,595
2,803,543 2,305,048

Less: non-current portion of other payables (refer note below) (345,103) (360,483)
2,458,440 1,944,565

The following further note applies:

The Company has entered into an electrical connection agreement with Oman Electricity Transmission
Company SAQC (“the Operator”) for the connection of the Company's equipment at the connection site
to the Operator's transmission system. The connection costs attributable to the Company amounting to
RO 414,303 were capitalised to plant cost during the year 2018 which is payable to the operator
irrespective of the electricity connection until 2038.

The connection costs are payable in 20 annual instalments of RO 32,683, which commenced on 31
December 2018, based on a repayment settlement agreed with the operator and the non-current portion
of the connection costs based on the remaining period to maturity from the end of the reporting period
is classified under non-current liabilities.
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RELATED PARTY TRANSACTIONS AND BALANCES

a)

b)

c)

d)

During the year, the Company has entered into transactions with key management personnel, the

Shareholders and entities in which the key management personnel and the Shareholders have

significant influence or control. Prices and terms of payment for these transactions are approved by

the Management and the Shareholders. The nature and volume of these transactions during the
year were as follows;

2021 2020

RO RO

Sales 109,259 -
Cost of sales 155,605 202,335
Selling and distribution - 57,043

The loan to a Shareholder is interest free and although not subject to a defined repayment schedule,
the loan is not repayable within one year from the end of the reporting period. Accordingly, the loan
is classified under non-current assets (2020 — similar terms).

The amounts due from a subsidiary and a related party, due from Shareholders on current accounts
and due to related parties are payable on demand and are not subject to interest (2020 — similar
terms).

Loan from a related party carries interest at 6%, is not subject to a defined repayment schedule and
is subordinated to term loan, bank borrowings and other facilities (2020 — not applicable) [note 13

c)l.
The key management personnel compensation for the year comprises:

2021 2020
RO RO

Short term employment benefits 125,057 105,109
Employees’ end of service benefits 6,113 6,527
Directors' remuneration (note 22) 36,000 36,000

167,170 147,636

TAXATION

a)

b)

c)

d)

In accordance with the regulations issued under Royal Decree number 123/2010 for entities
incorporated in the Sohar Free Zone, the Company is eligible for exemption from corporate taxation
for an initial period of 10 years (extendable up to 25 years) commencing from the date of commercial
operations upon fulfillment of certain conditions.

In accordance with Ministerial Decision number 101 dated 20 December 2020, the Company is
exempt from income tax for a period of 10 years effective from 23 December 2018.

The Company's tax assessment for the year 2017 have been completed by the Tax Authority with
no additional demand for tax.

The taxation assessments for the years 2018 to 2020 have not been finalized by the Tax Authority.
The Management considers that the amount of additional taxes, if any, that may become payable
on finalization of the assessments for the above tax years would not be material to the financial
position at the end of the reporting period.

As on 31 December 2021, the Management believes it is appropriate not to recognise any deferred

tax on the temporary timing differences as the deferred tax impact is not material to the financial
statements.
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18 REVENUE FROM CONTRACTS WITH CUSTOMERS

2021 2020

RO RO

Ferro chrome 31,137,778 8,643,653

Silico manganese 283,296 3,776,228
Manganese Ore 45,084

31,466,158 12,419,881

19 COST OF SALES

2021 2020

RO RO

Cost of materials consumed 13,372,912 7,816,960
Depreciation on plant and equipment [note 5 b)] 980,166 976,697
Salaries and employee related costs [note 23 a)] 708,087 663,285
Depreciation on right of use assets [note 6 h)] 701,027 299,746
Other direct costs 6,340,277 3,903,330

22,102,469 13,660,018

20 OTHER INCOME

2021 2020
RO RO
Sale of scrap 31,469 2,570
Profit on disposal of property, plant and equipment 19,404 -
Miscellaneous 1,135 3,707
52,008 6,277

21 SELLING AND DISTRIBUTION
2021 2020
RO RO
Freight charges 563,976 295,660
Sales commission 171,861 74,209
Packing materials consumed 39,600 43,706
Testing and sampling fees 30,761 16,810
Insurance 20,488 14,108
Marketing fee 5,401 63,088
Miscellaneous 743 500
832,830 508,081
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GENERAL AND ADMINISTRATION

2021 2020
RO RO
Salaries and employee related costs [note 23 a)] 166,095 155,585
Directors' remuneration [note 16 e)] 36,000 36,000
Registration and renewals 35,139 9,063
Rent 34,630 45415
Allowance for expected credit losses [note 9 ¢)] 23,792 98,310
Travelling 23,478 2,723
Legal and professional fees 23,300 27,035
Insurance 22,406 28,260
Repairs and maintenance 15,879 156,606
Communication 3,391 5,287
Printing and stationery 2,728 2,035
Depreciation [note 5 b)] 720 2,452
Miscellaneous 46,451 7,551
434,009 435,322
SALARIES AND EMPLOYEE RELATED COSTS

a) Salaries and employee related costs have been allocated as follows:
2021 2020
RO RO
Cost of sales (note 19) 708,087 663,285
General and administration (note 22) 166,095 155,585
874,182 818,870

b) Salaries and employee related costs included under cost of sales and general and administration

include the following:

2021 2020
RO RO
Basic salaries and allowances 733,106 693,875
Contributions to defined retirement plan for
Omani employees 21,831 19,455
Cost of end of service benefits for
expatriate employees [note c) below] 29,726 35,578
Other employee related costs 89,519 69,962
874,182 818,870
¢) The movements in expatriate employees’ end of service benefits liability during the year is as
follows:
2021 2020
RO RO
At the beginning of the year 194,190 187,711
Expense for the year 29,726 35,578
Settled during the year (25,488) (29,099)
At the end of the year 198,428 194,190
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FINANCE COSTS
2021 2020
RO RO
Interest on lease liabilities [note 6 h)] 866,318 361,730
Interest on bank borrowings 408,737 654,909
Interest on term loans 194,649 101,484
Bank charges 155,691 77,145
1,625,395 1,195,268

FINANCIAL RISK AND CAPITAL MANAGEMENT

The Company's activities expose it to various financial risks, primarily being market risk (currency risk,
interest rate risk and commodity price risk), credit risk and liquidity risk. The risk management is carried
out internally in accordance with the policies approved by the Shareholders.

a) Market risk

b)

Currency risk:

The Company is exposed to foreign exchange risk arising from various currency exposures,
primarily with respect to the UAE Dirham and US Dollar. As the Rial Omani and UAE Dirham are
pegged against the US Dollar, the Management does not believe that the Company is exposed to
any material currency risk. The Company's exposure to other currencies is not material at the end
of the reporting period.

Trade receivables include amounts of RO 2,846,258 (2020 — RO 1,240,076) receivable in foreign
currencies, mainly in US Dollars.

Trade payables include amounts of RO 216,321 (2020 — RO 261,641) payable in foreign currencies,
mainly in US Dollars.

Interest rate risk:

The Company is exposed to interest rate risk on its interest-bearing liabilities (term loans, bank
borrowings, loan from a related party and leases). The Management manages the interest rate risk
by constantly monitoring the changes in interest rates. For every 0.5% change in interest rate, the
net impact on the statement of income will approximate to RO 130,141 (2020 — RO 159,273) based
on the level of interest-bearing liabilities at the end of the reporting period.

Commodity price risk:

The Company is affected by volatility in ferro chrome (finished product) prices in international
markets. Its operating activities require the manufacturing and export of ferro chrome and require a
continuous supply of chrome ore (raw material). Due to significant volatility of the price of chrome,
the Management manages the prices by constantly monitoring the changes in prices and enters into
agreement with its customers for fixed or semi-variable selling prices in order to mitigate the price
fluctuation risk.

Credit risk
Credit risk primarily arises from credit exposures to customers, including outstanding receivables
and committed transactions. The Company has a credit policy in place and exposure to credit risk

is monitored on an ongoing basis. Credit evaluations are performed on all customers requiring credit
over a certain amount.
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FINANCIAL RISK AND CAPITAL MANAGEMENT (Continued)

b) Credit risk (Continued)

c)

The carrying value of trade and other receivables approximate their fair values due to the short-term
nature of those receivables.

76% (2020 — 77%) of the trade receivables are due from 3 customers.

Expected credit losses (ECL)

Trade receivables:
At 31 December 2021, the default rate applied on trade receivables is approximately 1% (2020 -
nil) and specific debts which are fully provided amounted to RO 254,000 (2020 — RO 254,000).

At the end of the reporting period, the ageing analysis of trade receivables was as follows:

Past due by Fully

more than: impaired

Year 2021 0 to 60 60 to 150 Over 365
Current days days days Total
Carrying value (RO) 2,184,272 269,865 138,121 254,000 2,848,258

Past due by Fully

more than: impaired

Year 2020 0to 60 60 to 150 Over 365
Current days days days Total
Carrying value (RO) 846,302 127,165 12,609 254,000 1,240,076

Loan to a shareholder;

Credit risk from loan to a Shareholder is limited on account of the high networth to repay the dues
when demanded.

Amounts due from a Subsidiary:

Amounts due from a subsidiary are expected to have low credit risk. Accordingly, no expected credit
losses on such dues have been provided as the credit losses, if any, will be borne personally by the
Shareholders,

Bank balances and other receivables:
Credit risk from bank balances maintained in current accounts with local commercial banks is
managed by ensuring balances are maintained with reputed banks only.

The ECL on bank balances and other receivables are not expected to be material to the Company's
financial position at the end of the reporting peried and have accordingly not been provided.

Liquidity risk

The Company is exposed to significant liquidity risk as the current liabilities have exceeded the
current assets by RO 1,574,266 (2020 — RO 8,852,213).

However, the Company maintains sufficient bank balances and has availed credit facilities from
local commercial banks to meet its obligations as they fall due for payment. Moreover, the
Shareholders of the Company and related parties have confirmed that they will arrange adequate
funds to meet the liabilities as they become due in order for the Company to continue operations.
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FINANCIAL RISK AND CAPITAL MANAGEMENT (Continued)
c) Liquidity risk

The maturity analysis in respect of the lease liabilities and term loans has been provided in notes 6
f) and 13 e), respectively to the financial statements. All current financial liabilities are expected to
be repaid within three to six months from the end of the reporting period except for certain trade and
other payables classified under non-current liabilities whose contractual maturity date is more than
12 months and bank overdraft facility which is repayable on demand.

d) Capital management

The Company's objectives when managing capital is to enable the entity to continue as a going
concern, so that it can continue to provide adequate returns to the Shareholders. In order to maintain
or adjust the capital structure, the Company may adjust the amount of dividends paid to the
Shareholders, return capital to Shareholders or raise additional capital.

In the context of managing capital, the Company has covenanted with banks providing external debt
to maintain specified leverage ratio [note 13 d)]. At the end of the reporting period, the actual ratios
were not within the covenanted level and the Management has confirmed that the non-compliance
of these covenants will not result in immediate repayment of the term loans and bank borrowings.
The Management also intends to comply with the requirements of the bank in the near future.

CONTINGENT LIABILITIES AND COMMITMENTS

The Company has the following contingent liabilities and commitments arising in the normal course of
business at the end of the reporting period:

2021 2020
RO RO

Contingencies:
Letters of guarantee ’ 16,123 97,126
Performance guarantees 2,340,000 2,345,000
2,356,123 2,442,126

Commitments:
Letters of credit 356,163 135,555
2,712,286 2,577,681
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