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Our Vision

‘z-' National Gas Company envisions being the number

one non-government Energy Company in its areas of
operation, through innovative solutions, exceeding
stakeholder expectations.
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The Chairman’s Report

612l pulao Gudy pysi

Dear Shareholders,

On behalf of National Gas Company SAOG’s Board of Directors, | am pleased to
present the Chairman’s Report for the year ended 31 December 2016.

Business Environment

Oman’s 2017 budget is a deficit budget, however there are expected improvements
in the oil prices in 2017. The government’s focus continues enhancing the non-oil
revenues and the diversification of the economy is set to receive a boost under the
National Economic Diversification Programme (Tanfeedh). The government aims
to bring about policies promoting public private partnerships and to be an enabler
for making it easy to do business in the Sultanate.

Despite faced with a tough business environment last year, NGC continued to
perform well in all its key markets.

Your Company’s Performance

The Company’s profit at the group level stood at OMR 4.07 million in 2016, an
increase of 121% compared to OMR 1.84 million in 2015 despite the group
revenue reflecting an 11% decline from OMR 68.11 million in 2015 to OMR 60.66
million in 2016. The decline in the group revenue is largely reflective of the Saudi
Aramco gas contract prices however, there was also impact of an export contract
which was not renewed in the favor of the Company. The Company did, during the
year harp in on alternative supply sources, the full effect whereof would be seen
in the future years. The results also take effect of certain investment impairment
adjustments due to the decision of the Company to terminate its joint venture in
an entity which was not adding any value to the Company.

In Oman, the rising product supply costs as well as operational expenses have
rendered the cylinder business unviable with the business seeing no respite with
respect to change in cylinder selling prices. This is marginally offset by the bulk
LPG business; however, growth in this segment is constrained by governmental
quota restrictions. We continue to engage with the concerned ministries to review
the regulations with regards to quantity allocations and pricing mechanism. We
remain hopeful that an early resolution of these issues would assist in making the
LPG operations in Oman economically feasible. The Company also continues to
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engage with the government on policies with respect to branding of cylinders and
to make the cylinders safer for the customers.

QOur business in Saudi Arabia saw good progress with increasing number of
Synthetic Natural Gas projects being awarded to the Company. The Company
is actively working on development of additional supply sources to feed the UAE
market which is expected to boost the LPG trading business in the UAE further.
Our trading arm in the UAE which would be in the business of equipment trading is
now fully licensed and ready to commence business which will help us to diversify
the business and to enhance shareholder value.

Our West Malaysia business, which is the second largest LPG business in the
peninsular Malaysia continues to significantly add to the group’s bottom-line. We
continue to explore possibilities across the business operations to further improve
the profitability in our Malaysian business. We are also eager to expand our
operations to other promising geographies to further enhance shareholder value.

Your Company continued to enhance its operational and safety processes and
followed the ‘Integrated Management Systems’ certification comprising ISO 9001
for Quality, ISO 14001 for Environment and OSHAS 18001 for Health and Safety,
and was in complete alignment to its core beliefs of ‘Reliability, Safety & Value’. The
Company conducted its business with total adherence to ethical and legal norms
and ensured compliance to its moral, environmental and social responsibilities for
the welfare of its shareholders and employees.

The Audit Committee provided commendable guidance and came up with several
policies aimed at reinforcing internal controls. The Company continued to take
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various initiatives during the year to further strengthen its control framework and
processes to ensure a strong internal controls environment. This would strengthen
the Company as we move forward with our diversified business portfolio and
growing regional footprint.

The Executive Committee provided ample support in bolstering the management’s
strategic plans and delivered valuable direction to the management in its efforts to
bring real value to its growth initiatives.

The Nomination and Remuneration Committee added tremendous value by
relooking at the Company’s performance management system and by bringing
changes aimed at making the evaluation and remuneration of employees to be
just and proper.

Looking Forward

National Gas sees continued growth in all the markets and to continue adding
value to the various stakeholders and enhance shareholder value.

Acknowledgements

The Company’s Board of Directors has provided excellent guidance to the
Company’s management to take the Company forward consistently through
varying market conditions, and | am confident that it will continue to steer the
Company’s growth in the coming years.

On behalf of the Board, | express my deepest gratitude to His Majesty Sultan
Qaboos Bin Said and his esteemed government for providing pragmatic
leadership that has brought prosperity to the Sultanate. Special thanks are due to
the Ministry of Oil & Gas, the Ministry of Commerce & Industry, the Royal Oman
Police-Department of Civil Defense, the Capital Market Authority and the Muscat
Securities Market for their guidance and support to the Company.

Finally, on behalf of the Board, | would like to sincerely thank our shareholders, our
partners and our valued employees with whose whole-hearted contribution the
Company continues to forge ahead.

Abdulla Suleiman Hamed Al Harthy

Chairman

alsyl go &)g6 &y 2929 glad L62g) ABYI Cileldlg jlb] jujeil dwolgl ljsloll go 2aell
lgllocl dbano 20 1038 ot (ag dpill @gal LI LWL o8 sl ol alslall
.oliall oo Ul lojgring «degiioll

0 pisl 10289 815 dunuilyiw Ul bbal 835luallg acall o pisll dyageiill dislll ciyog Los
o1 0985 1l gaill Slliol 46485 doud uia dsoll o330 b 0 >4 ol ilaiagill

ol 6 il 6sle] JUb o daysll go pisll ilslaallg ol dinl cuolsl 266 el
agilsling puabgall apsi Jeal doslgll clpysill Glao] JUb ¢gog @spill (o dladll g)lof
oulwg Jole gulwl e ogéy

alisiuall GloTl

d018) doys aslol joluig @lowll 210 (5 145 130) 294 of dibgll jlall a5pb 26q1
005685 dayd jjeig grombuall

HABig Jauh

G adpidl 203 Juw 6 @5l 61y awogillg acall o pisdl @5l 6jla] yulao 026 24
yoiiu Loguw gulaall ol go o gt Gle Ulg i @gudl vlilsd dsl5 ac) logas spuuo 0 olodl
G028l wigiuwll JUb auonll ojlwo 6 d5pidl gai agngi (0

80 lillgal lilitol @racg Uyduib (pIb g wyel of J cuby 8141 pulao el oe dlig
e 82yl dinginlg -olejg alll abhén - ayew ¢y gwaild glbludl dilall Lislo

Jlellg haill 8jlig) b iy daqgil las aibluwll ologlg pall Cisas Gl doganll 8ol
@aud dolell digllg dulblull glac dbpiy i20ll gloall gjlalg Jdclinllg o)l 6jljgg
aspill s auagig @co (30 09038 Lo J5 e ddlall @l béuo @dgquwg Jlall

Lilspilg lyll lyombuol 1l Jujoy 03831 ol ol pulao ge &l agl pld o
dlolgay Jooll 0 aguileig ogolls] Jray d5pill paiw ol clic Il luebqal (pld JAsiug
oladllg pasidl @b

_—

S aeo g glagl gy alll aue
851 gulao )

& 1N ggiudl ol



- . i AHE 6

—

l-\l
_ 1

p 21 0 A

I~

r
<h AR
- b | | &

=

| |r‘! u"r I."

s e e

e

Management
Discussions & Analysis

Business Performance

The financial year ending 31 December 2016 continued to be
characterized by low international oil and gas price situation.
NGC Group continued its journey enhancing shareholder value
despite these challenges. 2016 was consecutively the second
year where our Oman operations witnessed the highest ever LPG
quantity sales in the Company’s history. The Company, however,
continued its struggle in pushing for the restructuring of the LPG
pricing mechanism, branding of cylinders and to make cylinder
usage safer for customers by enhancing the valves and regulators
currently under usage. These policies have not been reviewed for
a long time now. In line with our strategy, the Company continued
its focus on growing its bulk LPG, engineering solutions and project
businesses in the Sultanate to reduce the losses from the cylinder
filing operations. In the international markets, there were lots of
efforts to improve operational efficiencies and control costs thereby
improving performance. The Group across geographies has LPG
sales of around 350,000 MT per annum.

We saw a good year in the UAE market however the revenue and
margins did get impacted due to non-renewal of an export contract
for the UAE market. The Company did formalize alternative supplies
for the UAE market, the effects whereof would be seen in the future
years. The additional supply sources to feed our UAE operations
will help reduce our dependency on a single supplier. This will be a
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significant enabler to strengthen our business in the UAE. Our new entity in the
UAE formed for trading of equipments is also now fully licensed to commence
operations which would help us to diversify the current business operations and
to enhance shareholder value.

Our Malaysia operations contributed significantly to the Group bottomline in
2016 despite a continued unfavorable currency exchange movement of the
Malaysian Ringgit vis-a-vis the Omani Riyal.

Our project teams in Oman and KSA continued their commendable performance
to continue establishing our credentials in the Synthetic Natural Gas project
systems and brought customer accolades to the Group.

Unigaz Oman, NGC’s association with our joint venture partner, Unigaz
International Lebanon performed well considering the overall market situation
during the year 2016. NGC Buzwair, our joint venture with Buzwair Industrial
Gases, Qatar however, was not bringing any value to the group with its net worth
getting eroded and with the commercial operations not expected to bring value
to shareholders, was initiated for liquidation so as to prevent any further losses
with the venture.
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Management Systems

The Company as part of its continuous improvement initiatives kept on introducing
ways and means to bring in operational efficiencies in the processes.

NGC in keeping with its continuous strive for perfection, put into motion several
other measures to improve operational efficiency, enhance workplace safety and
optimize cost reductions. During the year, the NGC fleet delivered LPG safely and
efficiently across the geography of the Sultanate and across the borders into the
UAE. Effective logistic management controls ensured that the NGC fleet delivered
more than 65,000 MT of LPG to its various plants in Oman and around 25,000
MT to its customers in UAE without any major on-road breakdowns. Standard
Operating Practices were adhered to and closely monitored across all the plants.
The cost of operations was brought down significantly on vehicle maintenance
and overtime expenses by initiating new cost optimization measures.

Various confidence building measures and internal process reviews were carried
out which resulted in putting in place new/ revamped policies and procedures
aimed at enhancing stakeholder confidence.

The finance function successfully delivered on the increased reporting
requirements commensurate with the growth in the group business and
continued on improvement in accounting & internal controls and enhancement
in the quality of deliverables. With increase in the operational activity and
olumes, reporting expectations from the finance function wer
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higher as compared to earlier years. The finance function is currently in process
of upgrading the current ERP system to ensure that the enhanced monitoring,
control and reporting systems bring out credible MIS to address various
stakeholder expectations.

People

The management continued to develop its most important assets, its human
resources with continued investments on training and development plans for
its employees across all levels in the organization enabling employee skillset
development, improvement in employee morale and thereby enhancing
employee productivity. The management remains committed to encouraging our
team members in synchronizing their personal objectives with the aspirations of
the Company. We believe in creating a work environment built on mutual respect,
trust and high ethical values in which team spirit thrives and our people feel
motivated to bring out their best for their own well-being, as well as that of the
Company, the stakeholders and the community at large. We aim to encourage
local participation and for most positions, our preference is to source Omani
candidates. We strived further to maintain optimum local presence across
departmental functions and ensured that our Omanisation levels exceeded
the minimum required. Management is committed to create and develop a
stable workforce and increase opportunities for Omanis. It helps overcome
challenges by hiring competent resources, retaining existing employees through
career development paths, increasing morale of the employees and reducing
absenteeism.

We aim to have a performance driven culture that regularly calibrates individual
performance with respect to the company’s goals and realigns them periodically
to ensure all members share a common vision.

Health, Safety and Environment

NGC continued to successfully comply with all the standards and regulations
pertaining to the ISO certifications that the Company achieved in prior years.
NGC continued to improve upon its HSE procedures in order to enhance
workman, plant and road safety. The annual HSE calendar is strictly adhered to
and it is ensured that there are no deviations.
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We continued safety training programs for workers and drivers to enable them
handle emergency situations in a better and more professional way. The driver’s
regular training has helped enhance good product awareness levels amongst
the drivers and has helped inculcate a safety culture in the Company.

Corporate Social Responsibility

We believe strongly in giving back to the society in which we thrive, and take
our role as an ethical and responsible organization very seriously. The Company
promotes a volunteering culture within the organization and encourages its
employees to contribute back to the society in whichever way possible. The
Company also continues to participate in various socially beneficial causes such
as blood donation drives etc.

Outlook

The Group is fully committed to continue raising the bar on operational excellence
and financial performance. The Company is also evaluating various initiatives to
bring in a healthy balance and diversification to the Company’s product portfolio.
Equipment trading opportunities in UAE and trading of industrial lubricants in
Oman and UAE are steps in this direction. The Company is well positioned to
unleash its full potential across its principal markets. The management remains
fully committed to its vision to make NGC a significant multinational energy
player.

| look forward to the continued guidance and support of our esteemed Board of
Directors to drive the NGC team towards this vision.

Nalin Chandna
Chief Executive Officer
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REPORT OF FACTUAL FINDING
TO THE SHAREHOLDERS OF NATIONAL GAS COMPANY SAOG

We have performed the procedures agreed with you pursuant to the Capital Market
Authority’s (CMA) circular no. Ef4/2015, dated 22 July 2015, with respact to the Board of
Directors’ corporate governance report of National Gas Company SAOG (the "Company™)
as at and for the year ended 31 December 2016 and its application of the corporate
governance practices in accordance with amendments to CMA Code of Corporate
Governance issued under circular no. E/10/2016 dated 1 December 2016 (collectively the
“Code™). Qur engagement was undertaken in accordance with the International Standard
on Related Services applicable to agreed-upon procedures engagements. The procedures
were performed solely to assist you in evaluating the extent of the Company’s compliance
with the Code as issued by the CMA and are summarised as follows:

1) We obtained the corporate governance report (the “report”) issued by the Board of
Directors and checked that the report of the Company includes as a minimum, all
items suggested by the CMA to be covered by the report as detailed in the
Annexure 3 of the Code by comparing the report with such suggested content in
Annexure 3; and

2) We obtained the details regarding areas of non-compliance with the Code identified
by the Company's Board of Directors for the year ended 31 December 2016. The
Company's Board of Directors has identified certain areas of non-compliance with
the Code, which are included in the Company's report.

We have no exceptions to report in respect of the procedures performed.

Because the above procedures do not constitute either an audit or a review made in
gccordance with International Standards on Auditing or International Standards on Review
Engagements, we do not express any assurance on the corporate governance report.

Had we performed additional procedures or had we performed an audit or review of the
corporate governance report in accordance with International Standards on Auditing or
international Standards on Review Engagements, other matters might have come to our
attention that would have been reported to you.

Our report is solely for the purpose set forth in the first paragraph of this report and for
your information and is net to be used for any other purpose. This report relates oniy to
the accompanying corporate governance report of National Gas Company SAOG to be
included in its annual report for the year ended 31 December 2016 and does not extend to
any financial statements of National Gas Company SAQG, taken as a whole.
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Corporate Governance Report

The Company’s Philosophy on Corporate Governance

The Company is committed to attaining the highest Corporate Governance
norms by following transparency and strict code of ethics in our relationship with
shareholders, customers and partners, with the eventual goal of maximizing long
term shareholder value.

The Company will follow the highest levels of integrity in all its dealings, implement
best practices and have strong internal controls to ensure positive compliance
with the CMA’s code of corporate governance.

A. General

All incoming directors are appraised about the Company, its history, its
geographical coverage, its customer base and a brief description about the
procedures involved in its business activities.  Apart from this, most of the
Directors have visited at least one of our Plants and have been given an induction
as to how the Company runs its business.

B. Compliance with Internal Regulations & Control Systems

The Company has comprehensive Procedures Manuals including accounting
policies, operation policies and personnel policies. This has helped to streamline
and standardize functions and to enhance the company’s internal control system.

The Board with the assistance of its Audit Committee studied the internal
controls and instructed the management to strengthen the implementation of
policies across the organization. Accordingly, process maps have been designed
to simplify various processes and simplify usage and enforcement.
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C. Board of Directors

Members were elected by the Shareholders at the Annual General Meeting held
on 20th March 2014. They have been elected for a period of 3 years. Four out
of the Six Directors of the company are independent Directors, as per norms
issued by the CMA Circular No.14/2012 dated 24"January 2012.

Attendance of each Director at Board Meetings and the last AGM: 6 Board
Meetings were held during the financial year 2016. They were held on 15"
February (continued on 23 February), 28" April, 28" July, 28" September,
27" October and 7" December 2016. All the meetings were held within the 4
months gap stipulated by CMA.
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D. Audit Committe

The Audit Committee has been set up in accordance with the guidelines issued
by CMA Circular No. 11/2003. The Committee Charter has been prepared
which clearly states the policy as well as the responsibilities and processes. The
role of the Audit Committee is in line with CMA directives.

By circulation on June 2, 2016 the Board members have resolved to re-constitute
the audit committee as per below:

Audit Committee:
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The attendance of each of the Directors at the Board Meetings was as follows: ' ' o T ' ‘ . .
Sh. Abdulla Suleiman Al Harthy Member gnc Sl glaguw ¢y dllage /gl
Mr. Hisham Mohammed Al Alawi Member gnc sglell 2010 ¢ plis /Jolall

No. of No. of Member

Name & Designation meetings meetings
held attended

ship in other

companies Mr. Hisham Mohammed Al Alawi joined the Audit Committee effective June 2,

2016 and Mr. Hamdan Abdul Hafidh Al Farsi moved out of the Audit Committee

/dolall 0159 2016 guigy 2 o ljlicl Guoail dind ] sglell 2000 (g plie /olall anil

Sh. Abdulla Suleiman Al Harthy, Chairman 6 6 S S)la Ul pulao gy (bl glaskw ¢y alll ave /a0l R, . R, e o
y e el =0 o et and became a member in the Executive Committee. 0l dialll 5 lgne ol g Gl dial go Gujlall Boballae g1 glaoo
Mr. Khalid Said Salem Al Wahaibi, Vice Chairman 6 8 1 oJlal pulao gy LU uegll pdlu gy 2w gy AL /JBlall
. : The Audit Committee met 5 times during the year 2016. The meetings were held
Mr. Rashad Khamis Hamad Al Battashi 6 6 2 bl 300 gy guos gy ol /Jslall on 25" January, 15" February (continued on 23 February), 28" April, 28" July 15 pliy 25 Aylis lelaisyl 0am tageg 2016 plall U5 clelaisl 5 dialll Ciade a6g
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M Flisharn Mohammed Al Alaw 0 6 d selellle o o o Name & Designation No. of meetings held No. of meetings attended uniallg puudll
Mr. Sayyid Nabil Hilal Al Busaidy 6 5 - suewadl agew g JUs ¢y Jui /2wl
Sayyid Nabil Hilal Al Busaidy, Chairman 5 5 8)lall qulao gy wsaewgdl JUs ¢y Jui /2wl
Note: All are non-executive Directors. Guel e 8yla] gulao i as 81511 gulao dlire] 2100 1B ls Sh. Abdulla Suleiman Al Harthy 5 5 Hlall glog g all ae/agdl
Sh. Abdulla Suleiman Al Harthy & Mr. Hamdan Abdul Hafidh Al Farsi are Non- 20 clirel o cwlall Bobllae g1 glaos /dslall g Gl glosbw ¢ alllaue apill Mr. Hamdan Abdul Hafidh Al Farsi 5 8 cuwjlall glaas gy Bobllae g glaos/Jolall
Independent Directors, rest of the directors are Independent Directors. oildiuo pe 8lal Mr. Hisham Mohammed Al Alawi 5 > el] o oLt /2yl

All the board members attended the Annual General Meeting held on March 30,
2016 except Mr. Hisham Mohammed Al Alawi.
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The Audit Committee has also met both the External as well as Internal auditors
of the Company at least once during the year without the presence of the
management of the company. It may also be noted that all Members of the
Audit Committee are non-executive Members.

E. Executive Committe

The Board has formulated an Executive Committee to provide the executive
management with direction on strategic issues and to facilitate the task of the Board.

By circulation on June 2, 2016 the Board members have resolved to re-constitute
the executive committee as per below:

Executive Committee:

Mr. Khalid Said Salem Al Wahaibi Chairman
Mr. Rashad Khamis Hamad Al Battashi Member
Mr. Hamdan Abdul Hafidh Al Farsi Member

Mr. Hamdan Abdul Hafidh Al Farsi joined the Executive Committee effective
June 2, 2016 and Mr. Hisham Mohammed Al Alawi moved out of the Executive
Committee and became a member in the Audit Committee.

The Executive Committee met 6 times during the year 2016. The meetings were

December 2016

. Name & Designation No. of meetings held No. of meetings attended
held on 17" April, 1t June, 25" August, 28" September, 25" October and 6t adg 19 dupl 17 o wilelainll oaa ujlsg 2016 plall JUb wilelaisl 6 dialll tiase 269 Y e e : :
2016 powwa 6g pgisl 25 g pioww 28q gubuuel 25 g Sh. Abdulla Suleiman Al Harthy, Chairman 2 2 8l gulao ) (Sl gloskw ¢y allaue /apadl
Mr. Khalid Said Salem Al Wahaibi 2 0 gl pllu gy ew gy Al /Jolall
Mr. Hamdan Abdul Hafidh Al Farsi 2 2 cwjlell bolallage gy glaos /dolall
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No. of meetings
held

Name & Designation

Mr. Khalid Said Salem Al Wahaibi, Chairman

Mr. Rashad Khamis Hamad Al Battashi
Mr. Hisham Mohammed Al Alawi

Mr. Hamdan Abdul Hafidh Al Farsi

F. Nomination & Remuneration Committee

In the Board Meeting held on April 28, 2016, the Board constituted the
Nomination & Remuneration Committee with the following as members:

i Sh. Abdulla Suleiman Al Harthy
i Mr. Khalid Salim Al Wahaibi
i Mr. Hamdan AbdulHafidh Al Farsi

The Nomination & Remuneration Committee met 2 times during the year 2016.
The meetings were held on 23rd May and 5th December 2016.

No. of meetings

attended
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G. Strictures / Penalties

During the year 2016, no penalties or fines has been imposed on the Company.
During the year 2015, the CMA imposed a fine of RO 500 on the Company for non-
disclosure of a matter on time. The fine had been duly paid for by the company.

H. Means of communications with the Shareholders & Investors

The Company, in line with the rules and regulations, publishes its quarterly and
half yearly results by way of a public advertisement in leading newspapers, both
in English and Arabic in the Sultanate. The results were not sent individually to the
shareholders as they were published in the newspapers. However, shareholders
have the option to acquire a set of the results by contacting our office. The
person to be contacted is Ms. Ruwaiya Al Shariji (Telephone: 22084927).

I. Specific area of non-compliance of provisions of Corporate Governance

Subject to the following compliances which were under development in 2016,
the company has complied with all other requirements as per the New code of
Corporate Governance.

e Formation of the Risk Management Policy
e Annual Plan of the Audit Committee
e Annual Plan of the Nomination & Remuneration Committee

¢ Developing the Charter of Corporate & Social Responsibility
These procedures will also be implemented in 2017”

The Company always strives to be a responsible corporate citizen and believes in
strict compliance with the Code of Corporate Governance and all other laws and
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regulations in the Sultanate that the Company is subject to. The Company firmly
believes in setting an example of good corporate governance. During the year
except for a few instances of procedural delays in the circulation of the minutes of
some board meetings, there are no other non-compliances to the code.

J. Professional profile of the Statutory Auditor

EY is a global leader in assurance, tax, transaction and advisory services. EY is
committed to doing its part in building a better working world. The insights and
quality services which EY delivers help build trust and confidence in the capital
markets and in economies the world over.

The MENA practice of EY has been operating in the region since 1923 and
employs over 6,500 professionals. EY has been operating in Oman since 1974
and is a leading professional services firm in the country. EY MENA forms part
of EY’s EMEIA practice, with over 4,400 partners and approximately 1,00,000
professionals. Globally, EY operates in more than 150 countries and employs
231,000 professionals in 700+ offices. Please visit ey.com for more information
about EY.

K. Audit fees

Remuneration payable to External Auditor, Ernst & Young is RO 8,500 including
Report on Corporate Governance.

Remuneration payable to Internal auditors KPMG is RO 8,000. The internal
audit service is in accordance with the scope set out in the code of corporate
governance of the Capital Market Authority. The audit fees for the auditors of the
subsidiary companies are as follows:
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Name Of Company Auditor Audit Fees
NGC Energy FZE S M Joshi AED10,000
NGC Energy LLC S M Joshi AED10,000
NGC Energy Saudi LLC Moore Stephens SAR23,000
Innovative Energy Business Financials uSD 1,100
Holdings Mauritius Services

NGC ConsolidatedHoldings Ernst & Young MYR 29,680
Sdn. Bhd.

NGC Energy Sdn. Bhd. Ernst & Young MYR 2,05,000

L. Details of the remuneration to Directors & top 5 management employees

The total Director’s remuneration for Year 2016 has been proposed at RO
129,900, out of which RO 27,600 was paid as sitting fees for the meetings
during the year.

During the year 2016 gross salary and compensation charged to the income
statement on account of top 5 executives of the Company including variable
components is RO 282,923 (Year 2015 RO 267,206).

M. Management profiles

¢ Mr. Nalin Chandna, Chief Executive Officer: A Chartered Accountant having
19 years’ work experience across industries.

® Mr. Sanjeev Kumar Sinha, Chief Operating Officer- Head of Operations
and international Sales: A Graduate Mechanical Engineer having 25 years of
experience in LPG industry

Gbluall @20 wilseii

Slilol @mja I--- 092 o] gl sl 9j Lof (apisl w2 gl a5
ol @mpa 1 092 o] gl 2.0.0 M w2 ol Ao
s3g2uw Juy 1t jaoLiw jgo aageull Gopil G 2 ol &b
Ghopol jga 11+ wiloasll a4 aeylall dslbll dokill jlan Ll a5

" éylaill ol ouguiug0
illo cupiy FA- gigyalcoui] 3 gul dculall 6a0gall w2 of d5ub
sillo cuyiyr-0--- gigy T Cw)] ool 3 oul Gapiy] Gw 2 ol &
.S gl

Lol jla4)l b g1abgo asyig 6)lal yulao eliel wilbléo Juolai 12

27600 26 0Jg 2016 diwd clexe Dl 6161450 gho ool Gilac Juy 129900 glwo olisl o
wileloisl jgoo wleil Gilac Juy

90 &’ wlwal J5all gly Gle @gunall cilslallg Liilgyl GJlos] gl 2016 plsll Jisg
- 2015 plall) Lilad JUy 282923 spsiall viligholl el o Loy aspil) guaueiill gipaoll
ilad Juy 267206

8oyl ge 854 13
19 | oy pay eiai o)l guigile)] guulaall 200 (s el guipl dailis glli/ Jolall «
ilelindl go 3ac 6 Glall Josll Jlao o ble

Gl s 68y sinl) Ll uaigs wolilasl) saaidl guidl leiuw cawnilu/ Jolall -
Jwall Jgpiul jlé &elin (6 lole 25

e Mr. Dhiraj Sharma, Finance Controller: A Chartered Accountant having 13
years of experience across industries.

e Mr. Hussam Al Najjer, DGM - Sales: A Bachelor in Business Administration
with major in Marketing and Management having 16 years of experience in oil
and gas industry.

e Mr. Nirmal Kumar, Senior Operations Manager: A Mechanical Engineer
having 26 years of experience in LPG industry.

For all the expatriate positions the contracts are for 2 years, renewable and as
per Oman Labour Law and the notice period is 3 months. The end of service
benefit is as per the Omani Labour Laws.

N. Degree of Reliance on vital suppliers

The company relies heavily on LPG made available from Petroleum Development
Oman (PDO) and Oman QOil Refineries and Petrochemicals Co. LLC (ORPIC).
The supply from these sources is fairly reliable.

0. Details of Donation

The company made donation contribution totaling to OMR 10,000, to the
following entities.

1. Oman Autism Society RO 3,500/-
2. Dar Al Atta’a RO 4,000/-
8 Centre for Special Education RO 2,500/-
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P. Dividend Policy of the Company

The company pays constant dividend when sufficient profits / reserves are
available. The dividend rate is determined by the Board of Directors and
approved by the shareholders at the Annual General Meeting.

Q. Market price data

The performance of the company’s share price in 2016 versus in the relevant
MSM indices is shown below:
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0.568

0.568

2016 Julb yguis J5 0 @bl jlell a5t aneiiallg deeijoll lewdl Jioler (b Lawo
Details of NGC’s high and low prices during each month of 2016 are as follows:

Nov-16 | Oct-16 Sep-16 Aug-16 Jul-16 | Jun-16 May-16 | Apr-16 Mar-16 | Feb-16 | Jan-16

0.598 0.596 0.632 0.628 0.612 0.576 0.522 0.356 0.290

0.598 0.596 0.632

0.628 0.608 0.566 0.516 0.346 0.286

0.306 0.302 20ijall joull

(euibgll jloll)

0.306 0.302 Geaiall poull

(euibgll jloll)

Distribution of Shareholding

0

Number of Shares Sh:r:r:c:?j;:sf Total Shares /ocz:)?t:
Up to 5000 202 374,434 0.68%
5001-10000 s 558,887 1.02%
10001-20000 74 1,077,690 1.96%
20001-30000 16 417,474 0.76%
30001-40000 28 961,501 1.75%
40001-50000 11 453,748 0.82%
50001-100000 32 2,122,237 3.86%
More Than 100000 52 49,034,029 89.15%
Grand Total 490 55,000,000 100.00%

R. Management discussions and analysis report

Management discussions and analysis report is disclosed separately in the
annual report.

S. Acknowledgement by the Board of Directors

The board acknowledges that the presentation of the financial statements is
in accordance with the applicable standards and rules. The adequacy of the
internal control system is adequate and is in compliance with internal rules
and regulations. All the material information regarding the transactions of the
company is disclosed and any information not disclosed is considered not

material for disclosure.
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Name Company

Shargiya Investment

Sh. Abdulla Suleiman Hamed Al Harthy Holding Co. SAOG.

Al Khuwair Gas Plant Co.

Mr. Khalid Said Salem Al Wahaibi LLC.

Sayyed Nabil Hilal Saud Al Busaidy Self

Public Authority for Social

Mr. Hamdan Abdul Hafidh Al Farsi
Insurance

Civil Service Employees

Mr. Rashad KhamisHamed Al Battashi )
Pension Fund

National Securities Co.

Mr. Hisham Mohammed Al Alawi SAOG.

Membership

Jul-05

Apr-02

Mar-14

Sep-06

Mar-11

Apr-12

Board Member of other Companies
Oman National Engineering &
Investment Co.(SAOG), Al Shargiya

University (SAOC) & National
Security (SAOG)

Al Omaniya Financial Services (SAOG.)

Bank Dhofar SAOG

Ahli Bank SAO, Oman Chlorine SAOG.

National Securities Co.SAOG. Connect
Arabia LLC (Friendi Mobile) & Ceres
Telecom SDN. BHD (Malaysia)

Profile

Board Advisor, Shargiya
Investment Holding Co.

Managing Director,
Assarain Group of
Companies

Property Management of
Private Investment

Director, Risk

Management Department,

PASI

Employed with Civil
Service Employees
Pension Fund

Executive Director in
Connect Arabia LLC
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INDEFENDENT AUDITOR'S REPOHT 70 THE SHAREHOLDERS DF
MATIONAL GAS COMPAMY SAQG

Report on the audl of the consclidated and separate financial staternents

Opinion

We have audited the consaolidated and separate financial statermnents (the “fimnancial stataments™) of
Natignal Gas Company SA0G (the “"Company”} and its svbsidiaries (the "Group'), which comprise
the statement of financial position as at 31 December 2016, and the statement of comprehensive
income, staterment of changes in equity and statement of cash flows for the vear then ended, and
notes ta the financial staterments, incleding a summary of significant accounting policies.

In our apinion. the accompanying financial statements present Fairly, in all material respsecls, the
cansalidated financial position of the Group and separate Financial gasition of the Campany &3 at 31
December 2014 and their respective financial periormance and cash flows for the year then ended
in accordance with International Financial Reporting Standards (IFRSE).

Bass for opinion

We conducted our audit i accordance with Internatienal Standards on Auditing {1%48s5). Our
responsibilities under those standards are further described in {he Auditor's responsibilities far the
audit of the hnanciad stotements section of owr report, We are independent of the Group in
gecordance with the International Ethics Standards Board for Accountants” Cocfe of Fthics for
Frofessional Accotntants (IESEA Code) together with the ethical requirements that are relevant to
our aurdit of Bhe financial statements in the Sultanate of Dman, and we have fulfilled our olhes ethical
responsibilities in accordance with these requirements and the IESEA Code. We believe that the
audit evidence we have ottained is sufficient and apprapriate to provide a basis for aur apinion.

Emphasts of malter

We draw attention tonote 22 tathe financial statements which, describes the uncerbaimty pertaining
to alleged bribery cose against cectain key managemeant personnel of the Company and related
engaing tenal cases. The Company has terrminated the services af these key management personne
and based on legal advise, does nal foreses any Liabilities agamst the Company on this account or
cnaccount of the counter case filed against the Company by one of these management personnel.
Further, the Compary believe that they do not expect any potential disaliowance of these payments
for ather requlatery purpases, accordingly no related provisions or liability Bat may result has been
included in these financial statements. Our spinian i3 not modified in respect gl this matter,

Key audit matters

Key audit matters are those mattbers that, in our professienal judgment, ware of most significance
in our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the linancial statements as a whole, and in forming our opinion thergon, and
we dio not provide a8 separate apinion on these matters. For each matter below, our description of
now our audit addressed the matter is provided in that context,

we have fullilled the responsibilities described in the Auditor's resgansibitities for the audit of the
tinancial staternents section of gur report, including in relakion Lo these matters. Accardingly, our
audit includad the parfarmance af procedures designed ta respond bo our assessment of the risks
of material misstatemeant of the financial statements. The results of our audit procedures, incheding
the pracedures perfarmed to address the matters below, provide the basis for our audit gpinion on
the accompanying financial statements.

1. Revenue recognition

The Group gengrates revenue mainly from sale of LPG filling and project income. Revenue from LPG
filling is shown nel of returns and is recognised upon transfer of significant risks and rewards to the
buyer. Protit on lang-term contracts is recognised on percentage of cornpletion basis. The amount
of revenue and profit recognised in a year on projects is dependent on the actual cost accountad
for, the assessment of the percentage of campletion of long-lerm contracts and the forecasted
rasult of gach profeck. This assessment process invalves significant management judgment,

We considerad revenue recegnitien as a key auwdih matter as revenue requires special audit
consideration and is materigl to the consalidated finanoal statermenks.

The related accounting policies and disclosures are set out in motes £.4.1 and 23 respectively, to
the financial statements.

Cur audit pracedures included, among others, the following:

Obtained an update of understanding of the revenue process and performed & test of 3
sample transaction to confirm our understanding;

Circulated groug audit ingtructions tokey components and evaluated the responses recsived
fram them;

Ferlarred analytical procedures over the revenue streams using data analybics techniguas
including gross margin analysis by each significant revenue bype:

Tested transactions ona sample basis posted to ensure that revenue journals were approved
and carraboraked wikh supparting evidance.

Revipwed significant contracts to assess the identification of all project related services
Tendered;

Evaluated significant judgements made Dy managernant, wherety we examined project
documentation and discussed the status of prajects with management and technical staff of
the Parent Camprany.

Assessed transactions taking place before and after year-end (o ensura that revenwe was
recagnised in the approprigte pariod;

Assessad fhe appropriateness of the Group's revenue recognition sccounting policies
including ¢compliance with the relevant IFRSs,
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INDEPEMDENT AUDITOR'S REPORT TO THE SHAREHGOLDERS OF
MATIONAL GAS COMPANY SAQG (CONTINUED)

Key sudit matlers (continued)
2. Goodwill impairment test

The gaodwillin the Group's finangial statements argse in 2012 on the acquisition of Shell Malaysia
Traging's LPG busingss by NGC Energy SOM BHD {a subsidiary companyl. Due to the range af
judgements and assumpligns used in the rodels and impairment assessments, as well as the
significant carrying amagunt of the Gaodwill, which represents 15,3% of the total assets an bhe
statement of finangial position, this is an arca considered as a key audit matter.

The related accounting policies, critical acgeunting estimates and judgments and discigsuares are sel
cut innotes 2.4.4, 3 and &, respechivaly, Lo the financial starements,

W instrucked the component audit team to perform detailed imparment assessment of gaodwirl
and perform related audit procedures. We agreed the cash flow foresasts used in the impairment
medel to Board spproved forecasts. Qur TAS specialisl assisted usin evaluation and kesting goodwill
impairmenl madel, including the methodalogies and main assumptions used. Thiz included
assesament of the forecasted werking capital levels and Weighted Average Cost of Capital.
Furthermaore, we analysed sensitivities and assessed the histarical accoracy of mansgement’s
eshimales.

Other infarmation included in the Group's 2016 Aanual Report

Fhese charged with governance and managemeant are responsiple for the other indormation. Other
infermation cansists af the information ingluded in the Group's 2016 Annual Repert other than the
financial statements and gur auditor's report thereon. We obtained the tollawing inlormation prier
Lo the date of qur avdilar's report, and we expect to obtain the poblisned 2016 annual Regort after
the date of our auditor's report:

» Chairman's report
» Corpeorate governance report
= Management giscrssion and analysis

Qur Qpiricn on the financial statements does nol cover the other infermation and we do nat and will
not gapress any form of assurance conclusion thereon.

In conneclion with our audit of the financial statements, eur resgonsibility s to read the other
infarmatien and, in daing so, consider whether the ather information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or ofherwise appears to be
materially misstaled,

If, based on the work we have performed o the other infarmation oitained prier te the date f the
auditor's report, we conclude that fnerg is a material misstatement of this other information, we
are required to repart that fact, We have nothing to repart in this regard,

Respansibilities af management and those charged with gavernance for the Mnsncial statements
Those charged with povernanie are responsitle for the preparatiom snd fair presentation of the
financial statements in aecoedance with IFRS and the relevant requiremenls of the Commergial
Companies Law of 1974, as amended, and the Capital Market Authority (“the TMA") of the
Suleanate of Grnan, and for such internal cortrol as those charged with governance determines s
necessary fo enable Lhe preparation ¢l finaneisl statements that sre free from material
rragstatement, whether Jue to fraud or error.

In preparing the linancial statements, those charged with governance are responsible for assessing
the Group's ability to fontinue as 3 gaing condern, disclosing, as applicable, matters related i going
concern and using the oing concern basis of secounting unless those charped with governance
eithes intends ta liquidate the Group or to cease operations, or has no roalistic alternative but to do
50,

Thase charged with governance are responsible laor oversening (e Group's fnancial reparting
procass.

Audifer's responsibifities for the audit of the financial statemenis

Gur abjectives arc to obtain reasonable assurance about whether the finamsial statements as a
whale are free from material misstatement, whether dug to Iraud or error, and Lo issue an auditor's
repart that inclugdes cur opinion. Reasonable assurance is a hioh level of assurance, but is not a
guarantee that an audil conducted in accordance with 15As will always detect a material
misstatement when it exists. Misstatements can arise from fraud or orrer and are consioored
material il. individually ar in the aggregate, ihey could reasonably be cxpectod tg inllugrce the
SCENOMIC decisians of ysers taken on the dasls of these {inancial statemerts,

As part of an gudit in accordance with 1545, we oxercise professional juogment and maintain
prefessional skoplicism throuphout the audit. we also:

' Igentily 3nd assess rhe ricks of material misstatement of the nancial stalements, whether
due to fravd ar error. design and perform autil procedures resgonsive to those rishs, and
obtain audit evidence that is sufficient and sporopriate to pravide a basis far our apinion, The
nsk of nol detecting 3 material misstatement rasulting froem fraud is higher than for gne
resulting from error, a8 fraud may involee collugion, forgery, imlentional omissions,
misregresentations, or Lhe owerride of intermal control.

. Obtain sn understanding of internal control relevant 1o the audit in arder to design apdit
procedures that are sppropriate in the circumstances, but not for expressing an apirian on
the ¢ifectiveness of the Graup's imternal control.

+ Evaluate the approprigteness of accounting policies used and the reasomabléness of
accounting estimates and relaled disclosuros made by managrment.

" Conclude on the agprepriateness of these charged with gavernance use of the qaing cancern
basis ol accounting and, based enthe audit evidence obtained, whether a material uncertainty
exisls related to events or conditions that may ¢ast significant doubt an the GCroun's ability 1o
continue as a gaing concern. 11 we canclude that a material unceriainty exists, we are renuired
Tq draw atlention in cur duditar's repart ta the related disclasures in the inancial statements
or, it such disclosures are inadeguate, 1o modily aur opinian. Oyr conclusians are based on
the audit evidence obtained up te the date of aur auditor's report, Howevear, fulure events or
canditiong may cause the Growp 1o cease to cantinug as a going concarn.
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INDEFENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
NATIOMNAL GAS COMPAMNY SA0G (CONTINUED)

Auditor’'s respansibtfittes for the audit of the financlal statements (continued)

. Evaluate the averall presentation. structure and content of the financial statements, including
the disclosures, and whelher the financial stalements represent the underlying transactions
and events in & manner that achieves fair presentation.

. Obtain sufficicnt appropriate audit evidence regarding the financial informalion of the entities
or business activities wittin the Group to express an apinion an the financial statements. we
4re respansible for [he direction, supervision and performance of the Group audit. We remain
solely respansible for our audit opinion,

We communicate with those charged with governance regarding, among ather matters, the planned
scope and timing of the udit and significant audit findings, intluding any significant deficienciesin
internal control that we identify during our audit,

We also provide those ¢harged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and olther matters that may reasonably be thaught to bear an our indepandence, and
where applicable, related safeguards.

From the matters communicated with those charged with qavernance, we determine those matrers
that were of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. We describe these matters in cur auditor's report unless law or
regulation preciudes public disclosure about the matter er when, in extramely rare circumstances,
we determnine that a matter should not be communicated in our report because the agverse
consequences of doing 5o would reasonadly be expected to outweigh the public interest benefits of
such cormmunization,

Report on ather legal and regulatary reguirements

In qur opinign, the financial staterments comply, toall material respects, with the relevant
requirements of Lhe Commercial Caompanies Law of 1974, as amended, and CMA of the Sultanate
of Gman,

C.-@,‘./, M e

Muscat
19 February 2017
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
PARENT COMPANY AND CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2016

NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
PARENT COMPANY AND CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2016

asylill Lgilspug g.g.0.gu dxibgll jlall aspu

1ogallg pill @spiall Jobidl Jsall gly
2016 powys 31 6 dugiiall aiull

Parent Company o4l a3l Group dacgoo.oll
2016 2015 2016 2015 Parent Company o0l aspidl Group dcgoaall
Notes RO RO RO RO 2016 2015 2016 2015
RO RO RO RO
Sales 23 12,145,576 12,004,846 60,660,289 68,111,147 ilewo Other comprehensive income / (expense) S il alolis (alogyna) Slaly)
Cost of sales 24 (9,997,288)  (9,863,004)  (49,582,446)  (58,906,269) ilsyall aal4y 'th;?lf ;Piszﬂ;ye?; rticxl)ejlssmed subsequently to ol bl Jlles @MU D‘DLCl uﬁm MEJQL.!“
(ayll ans 29)) Plwall
Gross profit 2148288 2141842 11,077,843 90204878 aull L] Movement in fair value of available-for-sale 28,408  (265,594) 28,408 (265,504)  awl asliall wijloiiulll dolell doall 6 a5l
Administrative expenses 25 (1,306,624) (1,048181)  (5,424,922)  (4,933,145) o] Clogyoo 117 N S
Impairment recognised in profit or loss - 100,488 - 100,488 8wl gl all (6 83520 days PleA)]
Operating profi 841,664 1005661 5,652,021 4071 75 Jusatill 2 Excharjge difference on translation of foreign - - (584,760)  (2,591,470) aplo Il cillosl Jigad aie Lopoll jow tilbgyo
i operation
Otfierincome 27 140,497 236,902 669,985 653,439 _ sl Net other comprehensive expense to be 28,408  (165,106) (556,352)  (2,756,576) ol ol lgawnd el syl dlolis cilogino ,lo
Share of results from joint ventures 7 - - 41,582 1,827 i)l ggpitall oyy o 4o reclassified to profit or loss in subsequent 1 i o s
Finance cost (139,436) (134,666) (1,045,140)  (1,536,427) Jigaill caylai periods v
Fair valuation adjustment on derivatives liability 16 - - (52,630) (719,140) ddlo vilsiiio ol dslell dogsll clhasei
Impairment of investment in an associate (150,000) - (54,247) - a6 a5pb 0 Jladiwl dags (plaail Other comprehensive income (expense) for the year 28,408 (165,106) (556,352)  (2,756,576) aiull 3l dlobi Wilbgyoo
Impairment of available-for-sale investments 5 - (100,488) - (100,488) 2ull dolio Wiljlodiw] das (plosi] Total comprehensive income / (expense) for the year 628,897 803,142 3,491,367 (920,489) i) aloLunl (ilsgyoall) cilalp il Sloas]
Profit before taxation 692,725 1,095,409 5,212,471 2,570,944 aypall Jus aupl Profit attributable to: ‘Sl wguuiall 2yl
Taxation 28 (92,236) (127,161)  (1,164,752) (734,857) ayyoll Equity holders of the Parent 600,489 968,248 2,796,266 1,529,645 ol asyill Losluo
Profit for the Year 600,489 968,248 4,047,719 1,836,087 dinll oy) Non-controlling interest - - 1,251,453 306,442 8ibywo e (poo
Total profit for the year 600,489 068,248 4,047,719 1,836,087 aisll 2y ool
Sangallg pdl @il dyloll bl 0am oo lejn 1FT L1 OF go adspall Cilaliy ! J4sis
The attached notes 52 to 132 form part of these Parent Company and Consolidated financial statements.
@ Annual Report - 2016 ¢4, & N Godull il



NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
PARENT COMPANY AND CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2016

Total comprehensive income

Equity holders of the Parent

Non-controlling interest

Total comprehensive income /

(expense) for the year

Basic and diluted earnings per share
attributable to ordinary equity holders of

the Parent

620g0llg o0l @spil) ddladl bl 0am (o lejn 1M 10T (o ddopall culoley Ul Jauiy
The attached notes 52 to 132 form part of these Parent Company and Consolidated financial statements.

Parent Company o0l aspill Group dcgoasall
2016 2015 2016 2015
RO RO RO RO
628,897 803,142 2,434,008 (254,488)
- - 1,057,359 (666,001)
628,897 803,142 3,491,367 (920,489)
0.011 0.018 0.051 0.028

asylill lgilspug g.g.0.g0 duibgll jlall a5
10gallg pdll @spiall Jolidl Jaall gly

2016 powy> 31 0 dygiiall diowll

o)l guuinll aloLidl wilalpl las]

ol aspill onbuo
Bhwo e (pno

aiml) aloLidl (lsgpoall) Cilalp i Jles]

2olgll pguull Haisellg ,.__.,.mhuﬁl ailell

gualell pill @5pidl agul Slobs Gl wiguiall

NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES

PARENT COMPANY AND CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2016

ASSETS

Non-current assets
Property, plant and equipment
Available-for-sale investments
Investment in subsidiaries
Goodwill

Other investments

Dues from associates

Total non-current assets

Current assets
Inventories

Trade and other receivables
Cash and bank balances

Non-current assets classified as held for sale

Total current assets
Total assets

Notes

~N OO O O

4&7

Parent Company o4l a3l Group dcgoaoll
2016 2015 2016 2015
RO RO RO RO
5,438,663 5,319,620 21,165,746 20,603,994
1,572,250 1,543,842 1,572,250 1,543,842
9,599,177 9,699,177 - -
- - 7,235,598 7,562,355
75,000 320,000 543,023 650,688
33,562 53,562 33,562 53,562
16,718,652 16,836,201 30,550,179 30,414,441
623,352 373,475 1,132,473 682,232
3,865,186 3,958,423 12,354,774 10,344,446
313,685 243,733 3,031,154 3,331,588
4,802,223 4,575,631 16,518,401 14,358,266
95,000 - 95,000 1,008,237
4,897,223 4,575,631 16,613,401 15,366,503
21,615,875 21,411,832 47,163,580 45,780,944

620g0llg o0l adpil) dadlall bl 0 (o lejn 1FT 10T (o ddopall culoley Ul Jauds
The attached notes 52 to 132 form part of these Parent Company and Consolidated financial statements.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES asylill lgilspug g.g.0.g0 duibgll jlall a5 NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES asylill Lgilspiig g.¢.0.ub dxibgll jlall a4pis

PARENT COMPANY AND CONSOLIDATED STATEMENT OF FINANCIAL POSITION aogallg pdll a5pill LJlall jSpall gly PARENT COMPANY AND CONSOLIDATED STATEMENT OF FINANCIAL POSITION a0gallg pdll @5piull LJlall j5pall gly
As at 31 December 2016 2016 powy> 31 0 As at 31 December 2016 2016 pawy> 31 0
Parent Company o0l aspill Group dcgoaall Parent Gompany il a3l Group dcgoaall
Notes 2016 2015 2016 2015 Notes 2‘:3 QOF: g 2‘:3 01o
RO RO RO RO RO

EQUITY AND LIABILITIES cibiglballg gaaluall Ggén Current liabilities dglaio ciloljl

Capital and reserves Silyblisylg Jlall gul) Accounts payable and accruals 19 1,627,939 1,574,339 5,973,965 4,481,623 laiuog difls 03

Share capital 11 5,500,000 5000000 5,500,000 5,000,000 Jloll u Bank overdrafts 10 1,885,693 140,293 1,885,693 140,293 gidl go Logiitall Gle Lo

Share premium 1 (@) 3,787,632 3787.632 3,787,632 3,787,632 Jaoyl sgile Short term loans 20 596,603 1,000,000 6,598,725 7,273,176 ; Jollopns gog8

Legal reserve 12 1,675,588 1,615,539 1,675,588 1,623,433 lgilall bl Current portion of term loans 18 400,000 1,200,000 2,953,870 3,869,202 ol oays o Jglaioll el

Other reserve 13 300,000 300,000 513,682 515,080 sl clyblya] Provision for taxation 28 90,002 138,243 94,027 138,675 dypoll poao

Investment revaluation reserve 949,343 920,935 949,343 920,935 Jloiiu] a8 6ole] (bliio] Total current liabilities 4,600,237 4,052,875 17,506,280 15,902,969 dlglaiall Wiloljilul ggono

Revaluation reserve 14 2,666,413 2,666,413 2,666,413 2,666,413 oyl 53le] blio) Total liabilities 5,240,783 5040637 24,595,872 _ 26,085918 iloljill ggao

Warranty reserve - - - 1,580 glanll blio)

Foreign currency translation reserve ) - (2,985219)  (2,603,846) auin 3l i lasll Jigat ,blia] Total equity and liabilities 21,615,875 21,411,832 47,163,580 45,780,944 Wloljilulg grombuall G985 ggano

Retained earnings 1,496,116 2,080,676 4,934,225 3,315,114 6jainall ol dl .

Equity attributable to equity holders of parent 16,375,002 16,371,195 17,041,664 15206341 pill @il ,00buo ] diguiall sasluall §gio Net assets per share 22 0.298 0.327 0.310 0.305 lgll pgull Joolll ;oo

Non-controlling interest - - 5,526,044 4,468,685 630 pé oo

Total equity 16,375,092 16,371,195 22,567,708 19,695,026 gromluwall Goas ggono The Financial Statements were approved and authorised for issue lg=u8gi @ig -1V plpo 19 2yl 8ylaJ1 gulao 16 o Wajlanl opog ddlall Wbl sloic] o
by the Board of Directors on 19 February 2017 and were signed on ‘16 o agic @by
their behalf by

LIABILITIES dlglaio pé iloljill

Non-current portion of term loans 18 - 400,000 4,443,553 7,713,425 dod pags o Jglaiall ue cjall

Derivative liability and warranty reserve 16 - - - 794,717 glan blislg ddlo wildidio oljil]

Accrual for staff terminal benefits 17 250,353 202,029 281,943 220,689 auabgall doaall dlgi slolao pnAo

Deferred tax liability 28 390,193 385,733 2,364,096 1,454,118 U280 Lo oljil]

Total non-current liabilities 640,546 987,762 7,089,592 10,182,949 dlglaioll pé Wiloljilul ggooo

630gallg ol d8pinl) alall cililul 03 o leja 1T LI 0T (o dasyall caloley Ul J4uis 60gallg ol aspinl) alall culilwl 03 oo leja 1T I 0T ¢uo dasyall calaley Ul J4uis
The attached notes 52 to 132 form part of these Parent Company and Consolidated financial statements. The attached notes 52 to 132 form part of these Parent Company and Consolidated financial statements.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
PARENT COMPANY STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2016

asylill gilsping g.¢.p0.ub dsibgll jlall a5ph
ol aspill grosluall §géo 6 wipill gly
2016 o> 31 6 dugiioll dul)

Jall gl sglle bl wilblio] 6ole] blio] ebliol 2l ggonall
Jan Sgilal sl lafiv] ausi  awsiléole]  jainall
Parent Company Share Share Legal Other  Investment Revaluation Retained Total
capital  premium reserve  reserve  revaluation reserve  earnings
reserve

RO RO RO RO RO RO RO RO
At 1 January 2015 4,656,141 3,787,632 1,518,715 300,000 1,086,041 2,666,413 2,222,629 16,137,571
Profit for the year - - - - - - 968,248 968,248
Other comprehensive expense - - - - (165,106) - - (165,1006)
Total comprehensive income (expense) - - - - (165,106) - 968,248 803,142
Dividend paid during the year - - - - - - (5669,518) (569,518)
Issue of bonus shares 443,859 - - - - - (4483,859) -
Transfer to legal reserve - - 96,824 - - - (96,824) -
At 31 December 2015 5,000,000 3,787,632 1,615,539 300,000 920,935 2,666,413 2,080,676 16,371,195
At 1 January 2016 5,000,000 3,787,632 1,615,539 300,000 920,935 2,666,413 2,080,676 16,371,195
Profit for the year - - - - - - 600,489 600,489
Other comprehensive income - - - - 28,408 - - 28,408
Total comprehensive income - - - - 28,408 - 600,489 628,897
Dividend paid during the year - - - - - - (625,000) (625,000)
Issue of bonus shares 500,000 - - - - - (500,000) .
Transfer to legal reserve - - 60,049 - - - (60,049 -
At 31 December 2016 5,500,000 3,787,632 1,675,588 300,000 949,343 2,666,413 1,496,116 16,375,092

620g0allg o0l @il ddladl Cbilwl 0am (0 lejo 1FT L] OF (1o ddopall Culaley Ul J4uiy
The attached notes 52 to 132 form part of these Parent Company and Consolidated financial statements.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
PARENT COMPANY STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2016

asylill Lgilsping g.¢.p0.y0 duibgll jlall a5pn
ol aspil) grosbuall §géo 6 wip2ill gly
2016 pouwd 31 (0 dugiioll duul)

&)quiio agul

G980 £go20

bl clblisl  éale] bl bl bl igaiblis Syl ombuo o)l pé oo guosluall

Joll gl jholégle iglal ol loflul ol ausiliesl] oop auisdiclosll  sjainall  odl aspidl 81huio
Group Share Share "I_egal Other  Investment  Revaluaton — Warranty Foreign  Retained Equity Non  Total equity

capital  premium reserve  reserves  revaluation reserve reserve currency  earnings  attributableto  controling

reserve translation equity holders interest

reserve of the parent
RO RO RO RO RO RO RO RO RO RO RO RO
At 1 January 2015 4,556,141 3,787,632 1,518,715 564,034 1,086,041 2,666,413 3,232 (1,034,252) 2,903,564 16,051,520 5,134,686 21,186,206
Profit for the year - - - - - - - - 1,529,645 1,529,645 306,442 1,836,087
Exchange difference on translation (48,954) - (479)  (1,569,594) - (1,619,027)  (972,443) (2,591,470)
Other comprehensive expense - (165,106) - - - (165,106) (165,106)
Total comprehensive income (expense) - (48,954) (165,106) (479) (1,569,594) 1,529,645 (254,488)  (666,001) (920,489)
Issue of bonus shares 443,859 - - - - (443,859) - - -
Warrant redeemed during the year - (1,173 - (1,173 (1,173
Dividend paid during the year - (569,518) (569,518) (569,518)
Transfer to legal reserve - 104,718 - - - - - (104,718) - - -
At 31 December 2015 5,000,000 3,787,632 1,623,433 515,080 920,935 2,666,413 1580 (2,603846) 3,315,114 15226341 4,468,685 19,695,026
At 1 January 2016 5,000,000 3,787,632 1,623,433 515,080 920,935 2,666,413 1,680 (2,603,846) 3,315,114  15226,341 4,468,685 19,695,026
Profit for the year - - - - - - - - 2,796,266 2,796,266 1,251,453 4,047,719
Exchange difference on translation (9,293 - (381,373) - (390,666)  (194,094) (584,760)
Movement of fair value of available for - 28,408 - 28,408 28,408
sale investment

Total comprehensive income (expense) - (9,293 28,408 (381,373) 2,796,266 2,434,008 1,057,359 3,491,367
Issue of bonus shares 500,000 - - - (500,000) - - -
Warrant redeemed during the year - (1,580) - (1,580) (1,580)
Dividend paid during the year - - - (625,000) (625,000) (625,000)
Transfer to reserve - 52,165 7,895 - - - (62,159) 7,895 7,895
At 31 December 2016 5,500,000 3,787,632 1,675,588 513,682 949,343 2,666,413 - (2,9852219) 4,934,225 17,041,664 5526,044 22,567,708

835gallg 0l a4 pidl) dadlall bl 0am o lejo 1P )10 o @dopall ciloley Ul J4uis
The attached notes 52 to 132 form part of these Parent Company and Consolidated financial statements.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES

PARENT COMPANY AND CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2016

Parent Company o1l aspidl Group dcgoaoll
2016 2015 2016 2015
RO RO RO RO

Operating activities
Profit before taxation 692,725 1,095,409 5,212,471 2,670,944
Adjustments for: -
Share of results of associate - - (41,582) (1,827)
Depreciation 521,671 522,141 1,902,919 1,915,776
Fair value adjustment on derivative liability - - 52,630 719,140
Impairment of available-for-sale investments - 100,488 - 100,488
Impairment of investment in an associate 150,000 - 54,247 -
Interest income (17) 6) (10,551) (13,149)
Interest paid 139,436 134,666 1,045,140 1,536,427
Accrual for staff terminal benefits 55,350 33,288 69,794 37,335
Dividend income (56,057) (71,849) (56,057) (71,849)
Allowances for bad debts 20,000 4,802 20,000 4,802
Bad debt recovery - (35,498) - (35,498)
Unrealised (gain)/loss on forex - - 32,158 -
Profit on sale of property, plant and equipment (52,616) (88,233) (519,118) (36,826)
Operating cash flows before working capital changes 1,470,492 1,745,208 7,762,051 6,725,763
Working capital changes:
Inventories (249,877) 114,343 (450,241) 234,617
Trade and other receivables 73,237 349,346 (2,030,328) (1,450,551)
Accounts payable and accruals 53,600 (997,916) 1,492,342 578,237
Cash flow from operations 1,347,452 1,210,981 6,773,824 6,088,066
Payment of staff terminal benefits (7,026) (27,243) (8,540) (27,243)

Bangallg o0l aspil) aloll cibilyl 03m o lejo IPT (10T (o @dopall culboley Ul JAuds
The attached notes 52 to 132 form part of these Parent Company and Consolidated financial statements.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
PARENT COMPANY AND CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2016

Parent Company ol a5pidl Group dcgoaoll

Tax paid (136,017) (122,915) (299,422) (128,827)
Net cash from operating activities 1,204,409 1,060,823 6,465,862 5,936,996
Investing activities

Acquisition of property, plant and equipment (695,828) (659,669) (3,126,592) (2,330,630)
Investments in subsidiaries - (15,654) - (15,654)
Disposal of a subsidiary - 150,000 - -
Proceeds from sale of property, plant and equipment 107,730 175,583 1,582,529 195,583
Amount received from a related party 20,000 28,200 20,000 28,200
Dividends received 56,057 71,849 56,057 71,849
Interest received 17 6 10,551 13,149
Net cash used in investing activities (512,024) (249,685) (1,457,455) (2,037,503)
Financing activities

Repayment of long term loan loans (1,603,397) (1,200,000) (4,859,655) (3,888,503)
Dividend paid (625,000) (5669,518) (625,000) (5669,518)
Interest paid (139,436) (134,666) (1,045,140) (1,536,427)
Warrant buy-out - - (814,366) (508,816)
Proceeds from short term loan - 700,000 - 700,000
Net cash (used in) from financing activities (2,367,833) (1,204,184) (7,344,161) (5,803,264)
Net changes in cash and cash equivalents (1,675,448) (893,046) (2,335,754) (1,903,771)
Net movement in foreign currency translation reserve - - 289,921 (1,016,205)
Cash and cash equivalents at 1 January 2016 103,440 496,486 3,191,294 6,111,270
Cash and cash equivalents at 31 December 2016 (1,572,008) 103,440 1,145,461 3,191,294

830g0llg o0l aspil) alall ciblyl 0am (o lejo 1M1 (SO o ddopoll culsley Ul J4uis
The attached notes 52 to 132 form part of these Parent Company and Consolidated financial statements.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

1 CORPORATE INFORMATION olc -1 2.2 BASIS OF CONSOLIDATION 215gill gulwi 2-2

2.1

@ Annual Report - 2016 ¢

National Gas Company SAOG (“the Parent Company” or “the Company”)
is registered as a joint stock company in the Sultanate of Oman. The
Company was incorporated on 9 April 1979. The Company has been
established to operate Liquefied Petroleum Gas (“LPG”) filling plants, and is
engaged in the marketing and selling of LPG.

The Parent Company has controlling interests in five subsidiary companies,
the details of which are set out in note 2.2.

BASIS OF PREPARATION

These financial statements for the year ended 31 December 2016
comprise the Parent Company and its subsidiaries (together “the Group”).
The separate financial statements represent the financial statements
of the Parent Company on a standalone basis. The consolidated and
separate financial statements are collectively referred to as “the financial
statements”. The financial statements have been prepared in accordance
with International Financial Reporting Standards (“IFRS”), the relevant
requirement of Commercial Companies Law of 1974, as amended, and of
the Capital Market Authority.

The Parent Company’s and consolidated financial statements have been
prepared on the historical cost basis except for land, available-for-sale
investments and derivative liability that have been measured at fair value.
The Group performs equity accounting for its investment in its associates
and joint ventures in the consolidated financial statements.

The Parent Company’s and its Group’s consolidated financial statements have
been presented in Rial Omani which is the functional of the Parent Company
and reporting currency for these consolidated financial statements.

dole dglac dosluo asul o (“asuill” gl ol &8ul") ¢.c.0.4b aibgll jlall a5ph
Jlao 0 Jaslb pLall (P 19V8 Japl § 6 @5piul gl 0 .glac diblw 6 dlawo
Jluoll Jopll jle (@iguig 2 0985 a9 Jluall Jopl jle duei

-1 aley gl o dipo Jyoleill doyli wldph dwad Gle sy ol aspill (g3l anqy
slacyl guanl 2-1

aslill Lgising 001 adpidl Jouis M-17 pawys Pl 0 dugiiall diwl) ddlall byl 03m
bl (e o0l aspill allall cibilull aneioll ddlall cibibl Jioi (‘dcganall” o)
& 28] "aloll bl Lgil dnino dlnéiallg 5a0gall ddlall culiluwl by . Jéiuo
dijladll cils il ggils cililhiog ddgall dllall pleill puleal Bog alall cabibul olac]

Jodl §quul aolell dligll cililhio g0 Golgiig gityaeig 19VE olol
Ol e aay)lil aal4il UuLuJT ole 6a0gallg oIl @spil) alall calibyl olac) ai
dnwlo clily deganall pgai.dlalell dogall lgwls ai Gillg gull dslinll wiljloiiullig

620gall dalall il o daws il lgildpi 6 Lgiljloiiwl @blall

abpil st dlosll ojlicl (losll JUll 535gallg 1 aSpA aylall iyl g
bangall alloll wlill 0ag) psill dacg ol

The consolidated financial statements comprise the financial statements
of the Parent Company and its subsidiaries as at 31 December 2016.
Control is achieved when the Group is exposed, or has rights, to variable
returns from its involvement with the investee and has the ability to affect
those returns through its power over the investee. Specifically, the Group
controls an investee if and only if the Group has:

e Power over the investee (i.e. existing rights that give it the current ability
to direct the relevant  activities of the investee)

e Exposure, or rights, to variable returns from its involvement with the
investee, and

e The ability to use its power over the investee to affect its returns

When the Group has less than a majority of the voting or similar rights of
an investee, the Group considers all relevant facts and circumstances in
assessing whether it has power over an investee, including:
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.2 BASIS OF CONSOLIDATION (Continued) (2a13) 2u0gill yulwi 2-2 2.2 BASIS OF CONSOLIDATION (Continued) (2315) 2u0gill gubwi 2-2
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® The contractual arrangement with the other vote holders of the investee
¢ Rights arising from other contractual arrangements
e The Group’s voting rights and potential voting rights

The Group re-assesses whether or not it controls an investee if facts
and circumstances indicate that there are changes to one or more of the
three elements of control. Consolidation of a subsidiary begins when the
Group obtains control over the subsidiary and ceases when the Group
loses control of the subsidiary. Assets, liabilities, income and expenses of
a subsidiary acquired or disposed of during the year are included in the
statement of comprehensive income from the date the Group gains control
until the date the Group ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income (OCI)
are attributed to the equity holders of the Parent Company and to the
non-controlling interests, even if this results in the non-controlling interests
having a deficit balance. When necessary, adjustments are made to the
financial statements of subsidiaries to bring their accounting policies into line
with the Group’s accounting policies. All intra-Group assets and liabilities,
equity, income, expenses and cash flows relating to transactions between
members of the Group are eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control,
is accounted for as an equity transaction. If the Group loses control over a
subsidiary, it:

* Derecognises the assets (including goodwill) and liabilities of the subsidiary

® Derecognises the carrying amount of any non-controlling interest
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® Derecognises the cumulative translation differences recorded in other
comprehensive income

® Recognises the fair value of the consideration received
® Recognises the fair value of any investment retained
e Recognises any surplus or deficit in consolidated income statement

e Reclassifies the Parent Company’s share of components previously
recognised in other comprehensive income to consolidated income
statement or retained earnings, as appropriate.

In the Parent Company’s financial statements, the investment in the
subsidiary is carried at cost less impairment.

The consolidated financial statements incorporate the following subsidiary
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companies in which the Group has a controlling interest:

Incorporated in UAE
NGC Energy FZE
NGC Energy

NGC Central Gas Systems LLC
Incorporated in KSA

NGC Energy LLC Saudi
Incorporated in Mauritius
Innovative Energy Holdings Mauritius

Principal Activity Ownership

PG Distribution
LPG Distribution

Trading Activity

LPG Distribution

Investments

Ownership il bl
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.2 BASIS OF CONSOLIDATION (Continued)

NGC Energy is a 100% subsidiary which has been formed for taking over
commercial activities from NGC Energy FZE. The commercial activities of
the entity have commenced from 1 January 2015.

The Group also holds control over NGC Consolidated Holding SDN BHD
Malaysia, through their 100% stake in Innovative Energy Holdings Mauritius
Limited. NGC Consolidated Holding SDN BHD Malaysia is a Joint Venture
partner in NGC Energy SDN BHD with a holding of 60%.

Transactions with non-controlling interests

The Group treats transactions with non-controlling interests as transactions
with equity owners of the group. For purchases from non-controlling
interests, the difference between any consideration paid and the relevant
share acquired of the carrying value of net assets of the subsidiary is
recorded in equity. Gains or losses on disposals to non-controlling interests
are also recorded in equity.

When the Group ceases to have control or significant influence, any
retained interest in the entity is remeasured to its fair value, with the
change in carrying amount recognised in profit or loss. The fair value is
the initial carrying amount for the purposes of subsequently accounting
for the retained interest as an associate, joint venture or financial asset.
In addition, any amounts previously recognised in other comprehensive
income in respect of that entity are accounted for as if the Group had
directly disposed of the related assets or liabilities. This may mean that
amounts previously recognised in other comprehensive income are
reclassified to profit or loss.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.2 BASIS OF CONSOLIDATION (Continued)

If the ownership interest in an associate is reduced but significant
influence is retained, only a proportionate share of the amounts previously
recognised in other comprehensive income are reclassified to profit or loss
where appropriate.

Investment in an associate

The Group’s investment in its associate, an entity in which the Group have
significant influence, is accounted for using the equity method.

Under the equity method, the investment in an associate is carried in the
consolidated statement of financial position at cost plus post acquisition
changes in the Group’s share of net assets of the associate. Goodwill
relating to the associate are included in the carrying amount of the
investment and are neither amortised nor individually tested for impairment.

The consolidated statement of comprehensive income reflects the
Group’s share of results of operations of the associate. When there has
been a change recognised in the statement of comprehensive income
or directly in the equity of the associate, the Group recognises its share
of any changes and discloses this, when applicable, in the consolidated
statement of comprehensive income.

Unrealised gains and losses resulting from transactions between the
Group and the associate are eliminated to the extent of the interest in the
associate.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.2 BASIS OF CONSOLIDATION (Continued)
Interest in joint venture

A joint venture is a jointly controlled entity, whereby the ventures have a
contractual arrangement that establishes joint control over the economic
activities of the entity. The Group accounts for its interest in the joint
venture using the equity method of accounting. In the Parent Company’s
financial statements, the investment in joint venture is carried at cost less
impairment.

2.3 CHANGES IN ACCOUNTING POLICIES
Standards, amendments and interpretation effective:

For the year ended 31 December 2016, the Parent Company and
Group has adopted all of the following 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 effective for
periods beginning on 1 January 2016.

e Amendments to IAS 16 and IAS 38: Clarification of Acceptable Methods
of Depreciation and Amortisation

e Annual Improvements 2012-2014 Cycle

- IFRS 5 Non- Current Assets Held for Sale and DisContinued Operations
- IFRS 7 Financial Instruments: Disclosures

- IAS 19 Employee Benefits

- IAS 34 Interim Financial Reporting

e Amendments to IAS 1 Disclosure Initiative
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.2 BASIS OF CONSOLIDATION (Continued)
Investment in an associate (Continued)

The Group’s share of profit or loss of associate is shown on the face of the
consolidated statement of comprehensive income.

The financial statements of the associate are prepared for the same
reporting period as the Parent Company. Where necessary, adjustments
are made to bring the accounting policies in line with those of the
Group.

After application of the equity method, the Group determines whether it
is necessary to recognise an impairment loss on the its investment in its
associate. At each reporting date, the Group determines whether there
is an objective evidence that the investment in associate is impaired. If
there is such evidence, the Group calculates the amount of impairment
as the difference between the recoverable amount of the associate and
its carrying value and recognises the amount in the consolidated income
statement.

Upon loss of significant influence over the associate, the Group measures
and recognises any retained investment at its fair value. Any differences
between the carrying amount of the associate upon loss of significant
influence and the fair value of the retaining investment and proceeds from
disposal is recognised in the consolidated income statement. In the parent
company’s financial statements the investment in the associate is carried
at cost less impairment.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.3 CHANGES IN ACCOUNTING POLICIES (Continued)
Standards, amendments and interpretation effective:(Continued)

The adoption of these standards and interpretations has not resulted in
significant changes to the Parent Company’s and Group’s accounting policies
and has not affected the amounts reported for the current year.

Standards, amendments and interpretations to existing standards that are
not yet effective and have not been early adopted by the Parent Company
and Group:

The following new standards and amendments have been issued by the
International Accounting Standards Board (IASB) which may impact the
financial statements of the Parent Company and Group but are not yet
mandatory for the year ended 31 December 2016:

IFRS 9: Financial Instruments

In July 2014, the IASB issued the final version of IFRS 9 Financial
Instruments that replaces IAS 39 Financial Instruments: Recognition and
Measurement and all previous versions of IFRS 9. IFRS 9 brings together
all three aspects of the accounting for financial instruments project:
classification and measurement, impairment and hedge accounting. IFRS
9 is effective for annual periods beginning on or after 1 January 2018, with
early application permitted. Except for hedge accounting, retrospective
application is required but providing comparative information is not
compulsory. For hedge accounting, the requirements are generally applied
prospectively, with some limited exceptions. The Group plans to adopt the
new standard on the required effective date.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.3 CHANGES IN ACCOUNTING POLICIES (Continued)
IFRS 15: Revenue from Contracts with Customers

IFRS 15 was issued in May 2014 and establishes a new five-step model
that will apply to revenue arising from contracts with customers. Under
IFRS 15 revenue is recognised at an amount that reflects the consideration
to which an entity expects to be entitled in exchange for transferring
goods or services to a customer. The principles in IFRS 15 provide a more
structured approach to measuring and recognising revenue. The new
revenue standard is applicable to all entities and will supersede all current
revenue recognition requirements under IFRS. Either a full or modified
retrospective application is required for annual periods beginning on or
after 1 January 2018 with early adoption permitted. The Group is currently
assessing the impact of IFRS 15 and plan to adopt the new standard
on the required effective date. The Group is considering the clarifications
issued by the IASB in an exposure draft in July 2015 and will monitor any
further developments.

IFRS 16: Leases

The IASB issued IFRS 16 Leases (IFRS 16), which requires lessees to
recognise assets and liabilities for most leases. For lessors, there is little
change to the existing accounting in IAS 17 Leases. The Group will
perform a detailed assessment in the future to determine the extent. The
new standard will be effective for annual periods beginning on or after 1
January 2019. Early application is permitted, provided the new revenue
standard, IFRS 15 Revenue from Contracts with Customers, has been
applied, or is applied at the same date as IFRS 16.

asylill Lgildpuig g.¢.0.uu dxibgll jlall a8 pu
6230g0llg pdl @5pinl) adloll culibwll Jgo Gblay]
2016 pouys 31 &0 lo%

(220) dgunlaall Cibwlpldl o6 Ciljsi 2-3

cllosll 20 dopall sgasll ge ALblUI cilalpdl : 10 Glgall Slall pyaill Jueo

uswdyg M- 1€ gilo 0 10 GJgall Jlall pysill jleo jao @ 10 GJgall JJladl pjedl jueo
sgasll ge &Ll Wblpll Gle lpaubi ait Gill Wighs gued ¢ 1335 13g0i
3l 2lially wlslp i 2lpa] @iy 10 Jgall Jladl sl JL{SI_DJ: 806g .cllooll 20 dopoll
loaall of eilewl Jai Blao 5 Laas go wesy oliiall gedgll sl gl guds
wolyic Ulg gulia] Loubis j151 203 10 Jgall ol il juso g53Lo 4583 e tlosll ]
2100 Jao Joy woqug wiliiall gron Gle @by yanll ciblyll jheo cilaly
Gubi b (Jgall ol il jbeo Lingay cilalydl wlicdl) @bl ollbiall
20 [ 1A pliy | 38 of o6 125 Gl ugiul wiljiall 22y 5l J320 of Jolall Lo] jusall
bhaig 10 GJgall Slall pyaill o Wil awei] Wls aspill pgai Jaoll il olawll
Sloungil el gue o6 @5piul 335 wiglhall gl A5 6 w2l jusall G
10 gdgy jgu 6 dunslial] 63guwas algall dwlbaall pleo gulao Ju6 go 6jaloll

agolo] Clighi & 1oy pgdiwg

loudll agéc 17 Glgall Lol pysill juso

by sallyloy i agée 11 Jgall GJlall ysill jueo dlgall duwlbaall jyleo uul;xop_DT
2991 .o08all apuilly Jloydl sgac abreal ciliglhallg tilagagall olja] gysliuall go
0981w Jloylll agae 1V Jgall duulaall jheo 6 doilall duwlaall 6 Lareb sy ellia
sjbw 22001 jusall gghuw .20l a0l heluall 6 Joao ausi cpb dspull
by yasoll Gubilh aowy 119 iy |29 of 6 Taw il dglull ljioll Jgnaoll
20 dopall agéell o Wialy Ul 10 GJgall Jlall psill jheo g2l wilalydl juso ol

11 Goall Jlall pyaill oo 2yl ils 6 gaubi oy ql .géuhi ai 15 .cllasll

@ Annual Report - 2016 ¢4,

& 1N ggiudl ol



asylill Lgilspug g.g.p0.90 dsibgll jlall adpn
6230g0llg o4l @5pil) adloll culibwll Jgo byl
2076 pouwy> 31 0 Los

asylill Lgils g g.g.0.yu diibgll jlall a5pu
820g0llg eIl @spill dalall calibwl Jgo caloliy]
2016 pouy>y 31 0 lob
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NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES dolgll duwlboll Olwlbul pilo 2-4 2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) (210) aolgll druwlaoll Olwbuldl pilo 2-4
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2.4.1 Revenue recognition
Revenue from LPG filling

Sales represent the value of gas and related accessories supplied during
the year. Revenue comprises the fair value of the consideration received or
receivable for the sale of goods in the ordinary course of the Company’s
activities. Revenue is shown net of returns. Sale is recognised when
the significant risks and rewards of ownership have been transferred to
the buyer. No revenue is recognised if there are significant uncertainties
regarding recovery of the consideration due, associated costs or the
possible return of goods.

Dividend income
Dividend income is recognised when the right to receive dividend is established.
Interest income

Interest income is recognised as the interest accrues using the effective
interest method.

Contract revenue and profit recognition

Contract revenue comprises the total value of construction / project work
performed during the year. Profit on long term contracts is recognised
on the percentage of completion basis. No profit is taken until a contract
has progressed to the point where the ultimate realisable profit can be
reasonably determined. Provision is made for all losses incurred to
the reporting date plus any further losses that are foreseen in bringing
contracts to completion.
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2.4.2 Taxation
Income tax

Taxation is provided in accordance with fiscal regulations applicable to
each country of operation.

Deferred income taxation is provided using the liability method on all
temporary differences at the reporting date. Deferred income tax assets
and liabilities are measured at the tax rates that are expected to apply to
the period when the asset is realised or the liability is settled, based on
laws that have been enacted at the reporting date.

The carrying amount of deferred income tax assets is reviewed at each
reporting date and reduced to the extent that it is no longer probable that
sufficient taxable profit will be available to allow all or part of the deferred
income tax asset to be utilised.

Income tax is recognised in the profit or loss except to the extent that it
relates to items recognised directly in equity, in which case it is recognised
in equity.

No tax is applicable for one of the subsidiaries based in the UAE as it is
registered as a Free Zone Establishment.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) (uli) aolgll duubboll Gbwbuwdl pilo 2-4 2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) (210) aolg)l druwboll Cbwluwll pilo 2-4

2.4.3 Property, plant and equipment

Property, plant and equipment are initially recorded at cost. Land and
buildings are subsequently revalued, on an asset-by-asset basis, to their
market values. Valuations of land and buildings are normally carried out
every five years, on an open market value, for existing use basis. This
period may be reduced for classes of land and buildings in respect of
which market conditions have changed significantly.

The carrying amounts, both those revalued and those measured at cost,
are reviewed at each reporting date to assess whether they are recorded
in excess of their recoverable amount. Where carrying values exceed this
recoverable amount assets are written down to their recoverable amount.

When an asset is revalued, any increase in the carrying amount arising on
revaluation is credited under revaluation reserve in other comprehensive
income, except to the extent that it reverses a revaluation decrease of

the asset revaluation reserve.
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2.4.3 Property, plant and equipment (Continued)

An annual transfer from the asset revaluation reserve to retained earnings
is made for the difference between depreciation based on the revalued
carrying amount of the assets and depreciation based on the original cost
of the assets. Additionally, accumulated depreciation as at the revaluation
date is eliminated against the gross carrying amount of the asset and
the net amount is restated to the revalued amount of the asset. Upon
disposal, any revaluation reserve relating to the particular asset being sold
is transferred to retained earnings.

Depreciation

Land and capital work in progress are not depreciated. The cost or
valuation, less estimated residual value, of other property, plant and
equipment is depreciated by equal annual instalments over the estimated
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.4.3 Property, plant and equipment (Continued)

An item of property, plant and equipment and any significant part initially
recognised is derecognised upon disposal or when no future economic
benefits are expected from its use or disposal. Any gain or loss arising on
derecognition of the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is included in the
Profit or Loss when the asset is derecognised.

The assets’ residual values and useful lives are reviewed, and adjusted
if appropriate, at each reporting date. Where the carrying amount of an
asset is greater than its estimated recoverable amount it is written down
immediately to its recoverable amount.

2.4.4 Business combinations and goodwill

Business combinations are accounted for using the acquisition method.
The cost of an acquisition is measured as the aggregate of the consideration
transferred, measured at acquisition date fair value and the amount of any
non-controlling interest in the acquiree. For each business combination,
the acquirer measures the non-controlling interest in the acquiree either
at fair value or at the proportionate share of the acquiree’s identifiable net
assets. Acquisition- related costs incurred are expensed and included in
administrative expenses.

When the Group acquires a business, it assesses the financial assets
and liabilities assumed for appropriate classification and designation in
accordance with the contractual terms, economic circumstances and
pertinent conditions as at the acquisition date. This includes the separation
of embedded derivatives in host contracts by the acquiree.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.4.4 Business combinations and goodwill (Continued)

If the business combination is achieved in stages, the previously held
equity interest in the acquiree is remeasured at its acquisition date fair
value and any resulting gain or loss is recognized in the consolidated
income statement.

Any contingent consideration to be transferred by the acquirer will be
recognised at fair value at the acquisition date. Contingent consideration
classified as an asset or a liability that is a financial instrument and within
the scope of IAS 39 Financial Instruments: Recognition and Measurement
is measured at fair value with changes in fair value recognised either in
consolidated income statement or as a change to other comprehensive
income. If the contingent consideration is not within the scope of IAS
39, it is measured in accordance with appropriate IFRS. If the contingent
consideration is classified as equity, it should not be remeasured and
subsequent settlement is accounted within equity.

Goodwill is initially measured at cost, being the excess of the aggregate
of the consideration transferred and the amount recognized for non-
controlling interest over the net identifiable assets acquired and liabilities
assumed. If the fair value of the net assets acquired is in excess of the
aggregate consideration transferred, the gain is recognised in profit or loss.

After initial recognition, goodwill is measured at cost less any accumulated
impairment losses. For the purpose of impairment testing, goodwil
acquired in a business combination is, from the acquisition date, allocated
to each of the Group’s cash-generating units that are expected to benefits
from the combination, irrespective of whether other assets or liabilities of
the acquiree are assigned to those units.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.4.4 Business combinations and goodwill (Continued)

Where goodwill forms part of a cash-generating unit and part of the
operation within that unit is disposed of, the goodwill associated with the
disposed operation is included in the carrying amount of the operation
when determining the gain or loss on disposal. Goodwill disposed of in
these circumstances is measured based on the relative values of the
disposed operation and the portion of the cash - generation unit retained.

2.4.5 Leases

The determination of whether an arrangement is, or contains, a lease
is based on the substance of the arrangement at inception date. The
arrangement is assessed for whether fulfiment of the arrangement is
dependent on the use of a specific asset or assets or the arrangement
conveys a right to use the asset, even if that right is not explicitly specified
in an arrangement.

Group as a lessee

Finance leases that transfer substantially all the risks and benefits
incidental to ownership of the leased item to the Group, are capitalised
at the commencement of the lease at the fair value of the leased property
or, if lower, at the present value of the minimum lease payments. Lease
payments are apportioned between finance charges and reduction of the
lease liability so as to achieve a constant rate of interest on the remaining
balance of the liability. Finance charges are recognised in finance costs in
the profit or loss.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.4.5 Leases (Continued)

A leased asset is depreciated over the useful life of the asset. However,
if there is no reasonable certainty that the Group will obtain ownership by
the end of the lease term, the asset is depreciated over the shorter of the
estimated useful life of the asset and the lease term.

Operating lease payments are recognised as an operating expense in the
profit or loss on a straight-line basis over the lease term.

Group as a lessor

LLeases in which the Group does not transfer substantially all the risks and
benefits of ownership of an asset are classified as operating leases. Initial
direct costs incurred in negotiating an operating lease are added to the
carrying amount of the leased asset and recognised over the lease term
on the same basis as rental income. Contingent rents are recognised as
revenue in the period in which they are earned.

2.4.6 Financial assets

Financial assets within the scope of IAS 39 are classified as financial assets
at fair value through profit or loss, loans and receivables, held-to-maturity
investments, or financial assets available-for-sale, or derivatives as
appropriate. The Group determines the classification of its financial assets
at initial recognition.

All financial assets are recognised initially at fair value plus transaction cost
except, in the case of financial assets recorded at fair value through profit
or loss.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.4.6 Financial assets (Continued)

Purchases or sales of financial assets that require delivery of assets within
a time frame established by regulation or convention in the market place
(regular way trades) are recognised on the trade date, i.e., the date that the
Group commits to purchase or sell the asset.

The Group’s financial assets include quoted and unquoted financial assets
available-for-sale, medium term receivables, accounts receivable, bank
balances and cash and derivative financial instruments.

2.4.6.1 Subsequent measurement

The subsequent measurement of financial assets depends on their
classification as described below:

Financial assets available-for-sale

Financial assets available-for-sale are non-derivative financial assets that
are designated as available-for-sale or are not classified as financial assets
at fair value through profit or loss, financial assets held-to-maturity or
loans and receivables.

After initial measurement, financial assets available-for-sale are subsequently
measured at fair value with unrealised gains or losses being recognised as
other comprehensive income in the cumulative changes in fair value reserve
until the investment is derecognised at which time the cumulative gain or loss is
recognised in the profit or loss. Investments whose fair value cannot be reliably
measured are carried at cost less impairment losses, if any.

Accounts receivable

Accounts receivable are shown at the balance due, net of provisions for
amounts estimated to be uncollectible.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.4.6.1 Subsequent measurement (Continued)
Due from or due to installation contract customers

The amounts due from or due to installation contract customers is the net
amount of costs incurred, plus recognised profits, (less recognised losses)
less progress billings for all contracts in progress. For all contracts for which
costs are incurred, plus recognised profits (less recognised losses) exceed
progress billings, the gross amount is presented as due from installation
contract customers. For all contracts for which progress bilings exceed
costs incurred, plus recognised profits (less recognised losses), the gross
amount is presented as due to installation contract customers.

2.4.6.2 Derecognition

A financial asset (or, where applicable a part of a financial asset or part of
a Group of similar financial assets) is derecognised when:

® The rights to receive cash flows from the asset have expired

e The Group has transferred its rights to receive cash flows from the
asset or has assumed an obligation to pay the received cash flows in full
without material delay to a third party under a ‘pass-through’ arrangement;
and either (a) the Group has transferred substantially all the risks and
rewards of the asset, or (b) the Group has neither transferred nor retained
substantially all the risks and rewards of the asset, but has transferred
control of the asset.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.4.6.2 Derecognition (Continued)

When the Group has transferred its rights to receive cash flows from an asset
or has entered into a pass-through arrangement, it evaluates if and to what
extent it has retained the risks and rewards of ownership. When it has neither
transferred nor retained substantially all of the risks and rewards of the asset
nor transferred control of the asset, the asset is recognised to the extent of
the Group’s continuing involvement in the asset. In that case, the Group also
recognises an associated liability. The transferred asset and the associated
liability are measured on a basis that reflects the rights and obligations that the
Group has retained. Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration that the Group
could be required to repay.

2.4.6.3 Impairment of financial assets

An assessment is made at each reporting date to determine whether there
is any objective evidence that a financial asset or a Group of financial assets
is impaired. A financial asset or a Group of financial assets is deemed to be
impaired if there is objective evidence of impairment as a result of one or more
events that has occurred after the initial recognition of the asset (an incurred
‘loss event’) and that loss event (or events) has an impact on the estimated
future cash flows of the financial asset or the Group of financial assets that
can be reliably estimated. Evidence of impairment may include indications that
the debtor or a Group of debtors is experiencing significant financial difficulty,
default or delinquency in interest or principal payments, the probability that they
willenter bankruptcy or other financial reorganisation and when observable data
indicate that there is a measurable decrease in the estimated future cash flows,
such as changes in economic conditions that correlate with defaults.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.4.6.3 Impairment of financial assets (Continued)
Financial assets available-for-sale

For financial assets available-for-sale, the Group assesses at each
reporting date whether there is objective evidence that an investment or a
group of investments is impaired.

In the case of equity investments classified as available-for-sale, objective
evidence would include a significant or prolonged decline in the fair value
of the investment below its cost. ‘Significant’ is to be evaluated against the
original cost of the investment and ‘prolonged’ against the period in which
the fair value has been below its original cost. When there is evidence of
impairment, the cumulative loss — measured as the difference between
the acquisition cost and the current fair value, less any impairment loss
on that investment previously recognised in the profit or loss— is removed
from other comprehensive income and recognised in the profit or loss.
Impairment losses on equity investments are not reversed through profit or
loss; increases in their fair value after impairment are recognised directly in
other comprehensive income.

In the case of debt instruments classified as available-for-sale, impairment
is assessed based on the same criteria as financial assets carried at
amortised cost. However, the amount recorded for impairment is the
cumulative loss measured as the difference between the amortised cost
and the current fair value, less any impairment loss on that investment
previously recognised in the profit or loss.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.4.7 Financial liabilities

Financial liabilities within the scope of IAS 39 are classified as financial
liabilities at fair value through profit or loss, loans and borrowings, as
appropriate. The Group determines the classification of its financial
liabilities at initial recognition.

Financial liabilities are recognised initially at fair value and in the case of
loans and borrowings, net of directly attributable transaction costs.

The Group’s financial liabilities include accounts payable and accruals,
amounts due to related parties, bank overdrafts and term loans.

2.4.7.1 Subsequent measurement

The measurement of financial liabilities depends on their classification as
described below:

Accounts payable and accruals

Liabilities are recognised for amounts to be paid in the future for goods or
services received, whether billed by the supplier or not.

Term loans

After initial recognition, interest bearing loans and borrowings are
subsequently measured at amortised cost using the EIR method. Gains
and losses are recognised in the consolidated income statement when the
liabilities are derecognised as well as through the EIR amortisation process.

Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of the
EIR. The EIR amortisation is included in finance costs in the profit or loss.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.4.7 Financial liabilities (Continued)
2.4.7.2 Derecognition

A financial liability is derecognised when the obligation under the liability
is discharged or cancelled or expires. When an existing financial liability
is replaced by another from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified, such
an exchange or modification is treated as a derecognition of the original
liability and the recognition of a new liability. The difference in the respective
carrying amounts is recognised in the profit or loss.

2.4.8 Fair value measurement

Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants
at the measurement date. The fair value measurement is based on the
presumption that the transaction to sell the asset or transfer the liability
takes place either:

¢ |n the principal market for the asset or liability, or

e In the absence of a principal market, in the most advantageous market
for the asset or liability

The principal or the most advantageous market must be accessible to by
the Group.

The fair value of an asset or aliability is measured using the assumptions that
market participants would use when pricing the asset or liability, assuming
that market participants act in their economic best interest.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.4.8 Fair value measurement (Continued)

A fair value measurement of a non-financial asset takes into account
a market participant’s ability to generate economic benefits by using
the asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the
circumstances and for which sufficient data are available to measure fair
value, maximising the use of relevant observable inputs and minimising the
use of unobservable inputs.

All'assets and liabilities for which fair value is measured or disclosed in
the separate financial statements are categorised within the fair value
hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:

e | evel 1 — Quoted (unadjusted) market prices in active markets for identical
assets or liabilities.

e Level 2 — Valuation techniques for which the lowest level input
that is significant to the fair value measurement is directly or indirectly
observable.

e | evel 3 — Valuation techniques for which the lowest level input that is
significant to the fair value measurement is unobservable.

For assets and liabilities that are recognised in the separate financial
statements on a recurring basis, the Group determines whether
transfers have occurred between Levels in the hierarchy by re-assessing
categorisation (based on the lowest level input that is significant to the fair
value measurement as a whole) at the end of each reporting period.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.4.8 Fair value measurement (Continued)

For the purpose of fair value disclosures, the Group has determined
classes of assets and liabilities on the basis of the nature, characteristics
and risks of the asset or liability and the level of the fair value hierarchy as
explained above.

The fair value of financial instruments that are traded in active markets at
each reporting date is determined by reference to quoted market prices or
dealer price quotations (bid price for long positions and ask price for short
positions), without any deduction for transaction costs.

For financial instruments not traded in an active market, the fair value
is determined using appropriate valuation techniques. Such techniques
include discounted cash flow analysis or other valuation models.

The fair value of unquoted derivatives is determined by reference to the
counter party’s valuation at the year end.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount
is reported in the statement of financial position if there is a currently
enforceable legal right to offset the recognised amounts and there is an
intention to settle on a net basis, or to realise the assets and settle the
liabilities simultaneously.

2.4.9 Inventories

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

Cost of inventories is determined on the first in first out basis and includes
all costs incurred in acquiring the inventories and bringing them to their
existing location and condition.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.4.10 Impairment of non-financial assets

The Group assesses at each reporting date whether there is an indication
that an asset may be impaired. If any such indication exists, or when annual
impairment testing for an asset is required, the Group estimates the asset’s
recoverable amount. An asset’s recoverable amount is the higher of an asset’s
or cash-generating unit's (CGU) fair value less costs to sell and its value in use.

Recoverable amount is determined for an individual asset, unless the asset
does not generate cash inflows that are largely independent of those from
other assets or Groups of assets. When the carrying amount of an asset
or CGU exceeds its recoverable amount, the asset is considered impaired
and is written down to its recoverable amount or CGU.

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
asset. In determining fair value less costs to sell, an appropriate valuation
model is used. These calculations are corroborated by valuation multiples,
quoted share prices for publicly traded subsidiaries or other available fair
value indicators.

Impairment losses of continuing operations are recognised in the profit
or loss in those expense categories consistent with the function of the
impaired asset, except for property previously revalued where the
revaluation was taken to other comprehensive income. In this case the
impairment is also recognised in other comprehensive income up to the
amount of any previous revaluation.

asylill lgilsping g.g.p0.u8 dsibgll jlall @pn
620gallg pdll a8l adlall clibl Jgo Ublayl
2016 pouy>y 31 0 lob

(2u15) &olgll dwmlanll Cibwlull palo 2-4

ayloll ué cilagagoll doyd Blaail 2-4-10

@bl o)) dlagall ayyrll Jgol lac Lo welisl) alall e Joodl dyioall agall a2slio aif
3g2g @b 6 giogs pleail Gle pbdo s glb 15] lo 3yani yiai Js syl o (ells
e Jopdlg épguil) énuily . oDl elal slayiwil el sloll gasi aiy phgall 1as Jio
olo a2y plaatwill dslio pund o) Gl el gf 83320 pe anliil Lacl Lg) il dwgalall
Planill 6lusy Lolpic Ul ol ciBgll ud 6 diw J5 opasl al alapiwil) Llall 2hall
ge 26il) dafiall giangl g Joll dyieall dasll gus i LUl bl Lo dosll L6

J8oll alayiwdl) Jilall golio

2iou6q plaaiwll 246 gingd P 26il) daiioll giang) gT LJ.D_U alopw ) Bl olall
Glesaill ans aiy olaaiwll s doudll yaai aic il lagil 2wl Laulsi losli dlalell
sl agsll s b ans Jao plasiwl @bl lgiags ] 628l ddisiuwall &aaill
9i10g) gl Jo Ul 52200l jblaallg 2g8ill dyiojll dayall Gguly aylall vilaysill guds

261l daiall

lg=10a al) &o0 8)gny lojlisl oy U il Joodl gls éagsll pleail juisl pled
poduall plasiwdl o dlals @265 Wlsoear aii il Joodll yo 8pen Cilegano &0
aniioll Lgilang gT oI Jan Il 4o alxslall @asil cileoeail (o 6pub éjgny dldiwo

Spgll doys (ploail juisl phely Ghedill glball cosuw juish Jusyl gga .asil
sghwall guie) iy lgeraai el lg) pgull (punad ol Ul 281l aadioll cilangll glo
8pgill oy glils o el sall Ul (sglwoll dasll (Bleail Wil gio sy sl
langll e Jlacdl proai 6 slisall épguill (pupai iy aslall yylsill pled

Jloe Bl 2100 6 4o 6 of 256 il lidly 261l dxiioll

NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.4.10 Impairment of non-financial assets (Continued)

For assets excluding goodwill, an assessment is made at each reporting date
as to whether there is any indication that previously recognised impairment
losses may no longer exist or may have decreased. If such indication exists,
the Group estimates the assets or CGUs recoverable amount. A previously
recognised impairment loss is reversed only if there has been a change in
the assumptions used to determine the asset’s recoverable amount since
the last impairment loss was recognised. The reversal is limited so that the
carrying amount of the assets does not exceed its recoverable amount,
nor exceed the carrying amount that would have been determined, net
of depreciation, had no impairment loss been recognised for the asset in
prior years. Such reversal is recognised in the profit or loss unless the asset
is carried at revalued amount, in which case the reversal is treated as a
revaluation increase in other comprehensive income.

2.4.11 Cash and cash equivalents

For the purpose of consolidated statement of cash flows, cash and
cash equivalents consist of cash in hand, bank balances, and short-
term deposits with an original maturity of three months or less, net of
outstanding bank overdrafts.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.4.12 Employees’ end of service benefits

The Group’s obligation in respect of non-Omani terminal benefits, which is
an unfunded defined benefit retirement plan, is the amount of future benefit
that such employees have earned in return for their service in the current
and prior periods. The obligation is calculated using the projected unit
credit method and is discounted to its present value, and is in accordance
with Omani Labour Laws.

Contributions to defined contribution retirement plans for Omani
employees are in accordance with the Oman Social Insurance Scheme
and are recognised as an expense in the profit or loss as incurred.

2.4.13 Provisions

Provisions are recognised when the Group has a present obligation (legal
or constructive) as a result of a past event, it is probable that an outflow
of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation.

2.4.14 Foreign currencies

Transactions denominated in foreign currencies are translated to Rials
Omani at the foreign exchange rate ruling at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies at the
reporting date are translated to Rials Omani at exchange rates ruling at that
date. Foreign exchange differences arising on translation are recognised
in the profit or loss. Non-monetary assets and liabilities that are measured
in terms of historical cost in foreign currency are translated using the
exchange rate at the date of the transaction. The functional currency of
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.4.14 Foreign currencies (Continued)

foreign subsidiaries, based in the United Arab Emirates and Malaysia, are
UAE Dirhams and Malaysia Ringgits (RM) respectively. As at the reporting
date, the assets and liabilities of these subsidiaries are translated into the
presentation currency of the Group (Rial Omani) at the rate of exchange
ruling at the reporting date and their statement of profit or loss and other
comprehensive income is translated at the average exchange rates for the
year. Foreign exchange differences arising on translation are recognised in
the other comprehensive income.

2.4.15 Derivative financial instruments

Derivatives are initially recognised at fair value at the date the derivative
contract is entered into and are subsequently remeasured to their fair value
at the end of each reporting period. The resulting gain or loss is recognised
in profit or loss immediately unless the derivative is designated and effective
as a hedging instrument, in which event the timing of the recognition in
profit or loss depends on the nature of the hedge relationship.

2.4.16 Directors’ remuneration

The Directors’ remuneration is governed and calculated as set out in the
Commercial Companies Law 1974 and the regulations issued by the
Capital Market Authority of Oman.

2.4.17 Dividend distribution

Dividend distribution to the shareholders of the Parent Company are
recognised as a liability in the financial statements only in the period in
which the dividends are approved by the Parent Company’s shareholders.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.4.18 Non-current assets held for sale

“The Group classifies non-current assets and disposal groups as held for
sale if their carrying amounts will be recovered principally through a sale
rather than through continuing use. Such non-current assets and disposal
groups classified as held for sale are measured at the lower of their carrying
amount and fair value less costs to sell.

The criteria for held for sale classification is regarded as met only when
the sale is highly probable and the asset or disposal group is available for
immediate sale in its present condition. Management must be committed
to the sale, which should be expected to qualify for recognition as a
completed sale within one year from the date of reclassification.

Equity accounting for investment in associate ceases once classified and
included as held for sale.

Investment in an associate classified as held for sale is disclosed in Note 7
to the financial statements.

SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND
ASSUMPTIONS

The preparation of the Parent Company’s and consolidated financial
statements, as per IFRS, requires management to make estimates and
assumptions that affect the reported amount of assets and liabilities at the
reporting date and the resultant provisions and changes in fair value for the
year. Such estimates are necessarily based on assumptions about several
factors involving varying, and possibly significant, degrees of judgment and
uncertainty and actual results may differ from management’s estimates
resulting in future changes in estimated assets and liabilities.
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SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND
ASSUMPTIONS (Continued)

Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other
key sources of estimation uncertainty at the reporting date, that have a
significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year.

Usetul lives of property, plant and equipment

Depreciation is charged so as to write off the cost of assets over their
estimated useful lives. The calculation of useful lives 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.

Allowance for doubtful debts

Allowance for doubtful debts is based on management’s assessment
of various factors such as the Group’s past experience of collecting
receivables from the customers and the age of debts.

Allowance for slow moving inventories

Allowance for slow moving inventories is based on management’s
assessment of various factors such as the usability, maintenance
programs, and normal wear and tear using best estimates.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

ASSUMPTIONS (Continued)

Fair value of derivative liability

Impairment of goodwiill
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2016

4 PROPERTY, PLANT AND EQUIPMENT

Parent Company

Cost/Valuation

At 1 January 2015
Additions
Transfer from CWIP

Disposals

At 31 December 2015

At 1 January 2016
Additions
Transfer from CWIP

Disposals

At 31 December 2016

@ Annual Report - 2016 ¢4,

asylill lgilspug g.g.0.g0 duibgll jlall a5
6a0gallg pdll @8pil) aylall cilill Jgo wiloliyl

i wilo | Gl alluw Al 2ol ililghuw Jlocl  ggoaall
vlagog iljghéog Oludig  wuwbll aloawl)
Sl ay6iill b
Freehold Building Plant and Tractors and Motor Furniture  Software Cylinders Capital Total
land Equipment Trailers Vehicles and Work-in-
Fittings Progress
(CWIP)
RO RO RO RO RO RO RO RO RO RO
3,190,000 2,216,296 3,097,450 2,313,170 355,018 327,981 108,852 117,951 104,552 11,831,270
1,063 2,070 20,950 6,145 12,170 - 617,271 659,669
30,418 258,191 108,524 79,770 42,977 10,695 - (630,575) -
- - (498,931) (4,900) - - - - (503,831)
3,190,000 2,246,714 3,356,704 1,924,833 450,838 377,103 131,717 117,951 191,248 11,987,108
3,190,000 2,246,714 3,356,704 1,924,833 450,838 377,103 131,717 117,951 191,248 11,987,108
- 26,625 72,387 107,008 113,181 56,480 6,696 - 313,451 695,828
- 37,535 173,770 144,548 - 17,253 17,374 - (390,480) -
- (70) (422,706) (402,993) (74,056) (137,163) (17,812)  (117,951) - (1,172,751)
3,190,000 2,310,804 3,180,155 1,773,396 489,963 313,673 137,975 - 114,219 11,510,185
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

4 PROPERTY, PLANT AND EQUIPMENT (Continued)

Parent Company

Depreciation
At 1 January 2015
Charge for the year

Disposals
At 31 December 2015

At 1 January 2016
Charge for the year

Disposals

At 31 December 2016
Carrying value

At 31 December 2016
At 31 December 2015
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Freehold  Building Plant and Tractors and Motor  Furniture  Software Cylinders Capital Work- Total
land Equipment Trailers Vehicles and Fittings in-Progress
(CWIP)

RO RO RO RO RO RO RO RO RO RO

- 1,657,006 2,672,519 1,660,237 260,515 209,202 37,425 114,924 - 6,511,827

- 60,112 85,020 243,058 62,553 40,380 29,535 1,483 - 522,141

- - - (361,580) (4,900) - - (366,480)

- 1,617,117 2,757,539 1,541,715 318,168 249,682 66,960 116,407 - 6,667,488

- 1,617,117 2,757,539 1,541,714 318,168 249,582 66,960 116,407 - 6,667,487

- 63,041 103,474 184,669 79,967 51,928 37,242 1,350 - 521,671

- (69)  (401,609) (377,067) (74,056)  (129,984) (17,094) (117,757) - (1,117,636)

- 1,680,089 2,459,404 1,349,316 324,079 171,526 87,108 - - 6,071,522

3,190,000 630,715 720,751 424,080 165,884 142,147 50,867 - 114,219 5,438,663

3,190,000 629,597 599,165 383,118 132,670 127,521 64,757 1,544 191,248 5,319,620

(@) Buildings at a cost of RO 1,222,774 are constructed on leasehold land.

(b) Land was revalued on 4 September 2014 on an open market value for existing use basis by

an independent firm of valuers. The valuation of land as per the valuation as of that due date was

RO 3,190,000. Management believes valuation is not materially different as of the reporting date.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

4 PROPERTY, PLANT AND EQUIPMENT (Continued)
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Group Freehold Building Plant and Tractors and Motor Furniture Software Cylinders Capital work- Total
land equipment trailers vehicles and in-progress
fittings (CWIP)
RO RO RO RO RO RO RO RO RO RO
Cost / valuation
At 1 January 2015 6,931,833 2,330,825 15,379,032 2,313,170 395,270 589,985 108,852 5,535,933 740,090 34,324,990
Exchange difference on (693,756) (21,235)  (2,277,073) - (38,292)  (52,516) - (1,004,523) (116,272)  (4,203,667)
translation
Additions 45,701 155,285 423,627 2,070 201,128 35,453 12,170 233,183 1,221,085 2,329,702
Disposals - - (6,479) (498,931) (5,701) (1) - (611,112
Classified as held for sale (1,008,237) - - - - - - - (1,008,237)
Transfer from CWIP - 30,418 409,454 108,524 79,770 128,306 10,695 10,415 (777,582)
At 1 January 2016 5,275,541 2,495,293 13,928,561 1,924,833 632,175 701,227 131,717 4,775,008 1,067,321 30,931,676
Exchange difference on (90,113) (4,031) (444,809) - (85) (12,561) - (201,224) (37,859) (790,682)
translation
Additions - 26,625 84,137 107,008 141,497 66,580 8,133 - 2,586,693 3,020,673
Disposals - (70) (422,789) (402,993) (75,931) (137,178) (17,811) (117,950) - (1,174,722)
Reclassification 105,919 - - - - - - - - 105,919
Transfer from CWIP - 37,535 983,796 144,710 73,155 96,693 17,374 801,350 (2,154,613) -
At 31 December 2016 5,291,347 2,555,352 14,128,896 1,773,558 770,811 714,761 139,413 5,257,184 1,461,542 32,092,864
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4  PROPERTY, PLANT AND EQUIPMENT (Continued)
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Group Freehold Building Plant and Tractors and Motor Furniture Software  Cylinders Capital work- Total
land equipment trailers vehicles and fittings in-progress
(CWIP)
RO RO RO RO RO RO RO RO RO RO
Depreciation
At 1 January 2015 1,569,213 4,390,873 1,660,237 284,242 320,507 37,425 1,209,453 - 9,471,950
Exchange Difference on (453) (2,741) (387,775) - (22,715) (29,330) (249,781) (692,796)
translation
Charge for the year 4,894 72,784 861,451 243,058 81,969 115,242 29,535 506,842 - 1,915,775
Disposal - - (767) (361,580) (4,900) (367,247)
At 1 January 2016 4,441 1,639,256 4,863,782 1,541,715 338,596 406,419 66,960 1,466,514 - 10,327,682
Exchange difference on (285) (732) (105,285) - (198) (8,279) - (69,156) - (183,935)
translation
Charge for the year 4,223 75,369 844,205 184,666 129,227 135,221 38,578 491,430 - 1,902,919
Disposals - (70) (401,832) (377,068) (75,931) (129,994)  (17,093)  (117,560) - (1,119,548)
At 31 December 2016 8,379 1,713,823 5,200,870 1,349,313 391,694 403,367 88,445 1,771,228 - 10,927,118
Carrying value
At 31 December 2016 5,282,968 841,529 8,928,026 424,245 379,117 311,394 50,968 3,485,956 1,461,542 21,165,746
At 31 December 2015 5,271,100 856,037 9,064,779 383,118 293,579 294,808 64,757 3,308,494 1,067,321 20,603,994

Non-current asset classified as held for sale

On 17 December 2015, the Board of Directors approved the sale of a parcel of land measuring approximately
5,041 Sq. meters in the state of Palau Pinang (the Land) with a carrying amount of RO 1,008,237.

During the year, an amount of RO 105,919 was reclassified back to property, plant and equipment as this

amount relates to the freehold land that was not part of the asset held for sale.
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Parent Compan Il aspadl Group dcgas.oll
pany o Jll up dcgo Parent Company and Group
2016 2015 2016 2015 Cost aalsill  Fair value dalsll doydll
RO RO RO RO 31 December 2015 2015 powws 31
At 1 January 1,543,842 1,809,436 1,543,842 1,809,436 plip 10 Insurance 29,270 215,280 odolill glbs
. A Industrial 40, 2, dclinll glbs
Fair value changes 28,408 (265,594) 28,408 (265,594) aolell dowsll lpss jidustria 0,000 92,000 )
A . Investment 14,143 151,715 Jaltwll glns
J
At 31 December 2016 1,572,250 1,543,842 1,572,250 1,543,842 0, c:D Banking 132,437 173,579 cloidl elhs
In 2015, the Parent Company recognised an impairment loss of RO 100,488 in ilac Jly 100.488 1280 days Pladi] 6)luws 2015 diw JUb ol d5pill o)l Telecommunication 32,814 31,300 il elbs
ive i i 'l s dnjanll caljlady. gu ! i Jolddl Jaall gly (50 . . .
the statement of comprehensive income. Quoted investments can be analysed ol Las @jaall tijlali gull ddad . dolsdl daall gly -6 Sices 374,244 879,968 wloaall glbs
as follows:
. la ol @il 622,908 1,543,842
Parent C;)ms:ny an‘:éroup Available-for-sale investments were pledged till December 2015 in favour of a local olans oo el allod 2015 powws 31 b digapo pull dsliall ciljlodiw il
bank as a security for loans availed. .angionll pgpall
Cost daalsill  Fair value dlell dousll
31 December 2016 RO RO 2016 pouws 31 6 INVESTMENT IN SUBSIDIARIES dsyli Ol pis oo Jlodiwl - 6
. 2016 2015
Insurance 29,270 216,330 kol elbd
dclinll clbs RO Ho
ndustrial 40,000 94,800 R Innovative Energy Holdings Mauritius Ltd 9,464,204 9,464,204 2ialge dslbll aahil 511l a8
Investment 14,143 202,104 Jaiiw il glbs oy gugpinjgo
Banking 132,437 179,814 oidl elbs NGC Energy FZE 15,735 15,735 200 Gl w2 o
Telecommunication 32814 30.300 Sl elbs NGC Energy Saudi LLC 103,500 103,500 rg2ull ol w2 of
o NGC Ener 15,738 15,738 P £ Uit A o o2 of
Services 374,244 848,902 loaill glbs &
9,599,177 9,599,177
622,908 1,572,250
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6 INVESTMENT IN SUBSIDIARIES (Continued) (20) asyli ClSpis (59 jlodionl - 6 7 OTHER INVESTMENTS i Ciljlaii] - 7
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Parent Company ol @5pill Group acgoaoll
cllodll dyai (%)
Country of incorporation ~ Ownership interest (%) 2016 2015 2016 2015
RO RO RO RO
2016 2015
NGC Energy FZE UAE 100 100 200 M WD ol . . . -
N 62aiall dypell iljlo oy | " UT Unigaz LLC - Joint Venture (Note a) 75,000 75,000 543,023 501,441 i eqpino — jlodgy
NGC E UAE 100 100 ay = aJeat) al§ . . in w4 mg -
ey ‘ I VBT G o 2 d NGC Buzwair LLC - Associate (Note b) - 95000 245,000 95,000 149,247 A48 A50 — 00,01 HOJY! o0

NGC Energy Saudi LLG KSA 100 100 gl Gopil Gw 2 ol ol classified as held for sale
Innovative Energy Holdings Mauritius Ltd Mauritius 100 100 2oy guaniyjgo aialgs aslbll daksl JBn I aspd 170,000 320,000 638,023 650,688
NGC Central Gas Systems LLC UAE 49 - 0.0.3 sl jlel w2 gl dobil

The Company’s subsidiary Shoulat Al Aman Gas Company LLC was liquidated in
2015 resulting in a profit on closure of RO 4,323.

NGC Central Gas Systems LLC (NGC CGS) is a company formed in UAE with Pro Partner
Investment (PPI) as the Emirati partner. The Group holds 49% of the shareholding in NGC
CGS and is in the process of entering into an arrangement of gaining 100% beneficial
ownership via a management agreement with PPl. The commercial activities of the NGC
CGS are expected to commence from March 2017.

Goodwill

Goodwill arose on the acquisition of Shell Malaysia Trading’s LPG business by NGC
Energy SDN BHD, being the fair value of consideration paid over net assets acquired.

Goodwill is allocated, at acquisition, to the Cash-Generating Unit (CGU) of the company
that is expected to benefit from the business transfer. A CGU to which goodwill has been
allocated is tested for impairment annually, or more frequently when there is an indication
that the unit may be impaired.

The recoverable amount of a CGU is determined based on the higher of fair value
less costs to sell and value-in-use. The value-in-use calculations are based on
financial budgets approved by management covering a 5 year period and a
discount rate of 11.75% per annum (2015: 12.2%), reflecting the weighted average
cost of debts of the subsidiary. The directors believe that an average growth
rate of nil ( 2015: nil) per annum is reasonable for cash flow projection purposes
as it is determined based on expectations of future changes in the market.

JUy 4.323 Jladoy 2y) e 2iig 2015 diw JUIs lgiani o (0.,0.03) jlel) glodl e &5
Jesyl aic ilac

ayyell |_||JLO_IJ| ag>y 0 Lg,uJ.mJb i @il o 0.0.5 il jloll w2 gl dobil gl
dahil agul go 497 dcgonall cllioi illol ehypins (PPI) jlaiiw U el gy 20 6230iall
1007 u.uu_ud_v_amJla.L_‘xLo\_uuﬁJl_Lup rolpl 230y 29 0.0.3 sl jlel w2 ol
el w2l dabid aylbail dbuii I W u\ 206qiall yog PPl 20 6jl5] disleil Gib e
2017 gujlo g0 0.0.3 (sj5p0ll

&gl

dbuulgs 2.o-dl abalp bl Juy &5y Jluall Jgpill jle LJanI 8jlo aic alnlll pguid!
Sl Jandl oo ge ggoaall hleall dolell dadll oo « (3.0l ot als2.0ul 2kl
Lgijlio o
QoJm_umUlg_og.uudlqﬁ}mﬂmdllnguIJgg(_.,JIAOJhaJlonyg_mJle.mpu
ploea] doyeal .+ Lgd] 6pguill pupad @i Gl 26l adgi 630g JIJJ.3| aiy .Jlocdl Jygoi
sl plaaill sangll elli oped le phgo 2g0g aic jAio JAuy gl (Sgiw JAuiy doysll

caylai lnsli @alell dausll gulwl Gl . 2611 2ygi 83ng) alayiw ) Jilall sliall 3yaa @ics
ajlgall Gl plhaiwll aic dousll Olwis] aiiuy u3l lagil . plaaiwll aic dasllg gl
12.2%:2015) 11.75% ans Jamoq wigiw 5 8)io by illg 8)l1l (o 620isall dllall
ol 8151 gulowo clesel asis) doylil @dpiul ggua) anpall bugiall dal4y guds) Loy . bgiw (
oL @asi olsoas an ple D Jasso hgiw (oo : 2015) %0 0j36 gai Jagoe buugio

Bgull (6 ailiaiuo el Yigas 2697 e clly 333y alf

a) Investment in Joint Venture

In 2009, the Group acquired a 50% interest in Unigaz LLC, which is engaged
in the distribution of gas and maintenance of cooking gas pipes in the
Sultanate of Oman.

b) Investment in an associate

In 2013, the Group acquired a 49% interest in NGC Buzwair Gases LLC
(Buzwair), a company incorporated in the Sultanate of Oman and engaged
in the manufacture and marketing of industrial gas and related products
through a shareholders agreement dated 10 November 2013. Since Buzwair
has not undertaken any substantial business in Oman, the Parent Company
and other JV partner have unanimously decided to liquidate Buzwair and
have passed the required resolutions. The liquidation proceedings will be
undertaken by an independent party duly licensed in Oman. As the fair value
less costs to sell was determined to be lower than the carrying amount by
RO 150 k and RO 54 k in the Parent Company and the Group's financial
statements, respectively, impairment loss have been recognised accordingly.

Cyiio cqpito (0 jladiw] (1)
LJ.QSLID.L“ 0.0.00) jleuq oo o 507 dwwi 2009 duw 6 dcgonall Cialiol
olae diblw o ablljle il ailiog jlel 25jgi Jlao 0

s a5y o jlodiuw] (2)
wljlel pajgr w.2.0l Lrpo o 497 duw deganall wiblio] 2013 duw JUb
@Gguig suini Jao 6 Jasig gloc aiblw 6 Cuuwli @540 (pgjg) p.0.0
10 0 @380 crambwo aslall JUs go .« anll vy wlaliallg welinll Clj
aspall s 286 glod 6 wwgalo Jac b elbai @l pajg: of Loy 2013 poog)
i)l slai] @i 28lq pajor dwenil clas I eiiiall gqpitall chyd go lopeq ol
olag 6 Jon Il Luws (pigo Jéiuo wopb Jub o denill Cildp] 26w dojill
2lioy ayioall angall go Jol goat) eul caylsi losl dllell doysll 327 @f Ko
oIl aspill adloll bl Lo Gilae JUy wall B4g Gilac JUy wall 150 ojasg

sl Bog anuall laail flus aljal oi 28l . Jlgil Ll acganallg
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NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS 630gallg pdll @spidl alloll il Jgo cilolsy) NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS 630g0llg pdll @spill aylall ililyl Jgo cilolsy)
As at 31 December 2016 2016 pouy> 31 0 los As at 31 December 2016 2016 pouwy> 31 50 a5
7 OTHER INVESTMENTS (Continued) (2b5) (5351 ljlodiaw] - 7 8 INVENTORIES 0g9jo -8
Parent Company pll a4yl Group dcgoaall
The following table illustrates summarised information of the Group's wlspillg il ggpitall (0 deganall jloiiu] Jgo wlogleo JWI Jgaoll ang 2016 2015 2016 2015
investment in its joint venture and on associate: asys il RO RO RO RO
2016 2015
RO = LPG 252,064 81,169 600,398 355,296 Jluodl Jgpll jle
Share of joint venture's and associates statement of financial position: Wlbpallg eliidall egpiral] Jlall j5pall gl uﬂﬁ: Finished goods 118,139 138,799 150,204 138,709 ainl &0l dely
Current assets 477,385 681,170 alg| m "LJQ-DT Cylinders and accessories 20,636 30,060 22,763 30,060 lgilanlog ililghuwl
Non-current assets 378,696 292,147 alglaio e ool Plant and other spares 127,673 88,098 192,745 88,098 @l Jue 2hsg ol e 2bs
Current liabilities (174,259)  (137.937) alglaio cilolizl Project inventory 38,615 30,182 100,048 64,813 £qpiroll ggjo
Non-ourrent liabilties (138,799)  (184,692) alglaio e cloljill M e 66,225 5,167 66,225 5,167 230l 245 Jlacl
543,023 650,688 623,352 373,475 1,132,473 682,232
Share of statement of income: ‘a3l gly go dnall
Revenue 1,404,455 1,408,210
Profit attributable to Group — Year 2016 includes 50% share of Unigaz LLC 41,582 1,827 @oo 50% Jouni 2016 diw — degaanll Liguiall oyl
(Year 2015 includes 50% for Unigaz LLC & 49% for NGC Buzwair LLC.) (pajgr 1 50% Jouisi 2015)
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9 TRADE AND OTHER RECEIVABLES 1l digao @039 diao dylai pos -9 9 TRADE AND OTHER RECEIVABLES (Continued) (2119) (5351 digao po3g digao dyylai pos -9

Parent Company plll aspill Group dcgoaall Movement in the allowance for impairment of receivables
was as follows:
2016 2015 2016 2015 )
Parent Company pill a4l Group dcgoaoll
RO RO RO RO
2016 2015 2016 2015
RO RO RO RO
Trade receivables 1,625,799 1,621,088 5,812,271 4,961,411 &iyao dyjlai o3 At 1 January 44,765 41,412 44,765 41,412 pliy 1,0
Less: allowance for impairment of receivables (57,658) (44,765) (57,658) (44,765) o)l dags Plea (s : sl Add: provided during the year 20,000 3,353 20,000 3,353 Gl 415 diygsi @f (pos0 oley
1,568,141 1576,323 5,754,613 4,916,646 Less: written off (7,107) - (7,107) : Lobuito 9gi3 iandy
T At 31 December 57,658 44,765 57,658 44,765 poua 31 0
Advance for purchases 275,972 361,009 361,611 388,345 Wbyiiiol Lo tilegoao , , L o T
As at reporting date, the ageing of trade pe dyaoll djbil aodll jlocl paill 2yl o Las
Claims for Government SUbSidy - - 4,791,593 3,506,789 00953-” acall ullbo receivables is as follows: u]h_lb &P lgioys dreaioll
GST refund - - 544,707 768,357 10940 iloas dyy slapiw| Parent Company o1l aspidl Group dcgoaoll
Due from related parties (note 21) 817,451 1,094,610 6,133 70,775 (21 oleyl) sl il Lolybl o @abuall 2016 2015 2016 2015
. R . RO RO RO RO
Advances to related parties (note 21) 825,407 688,684 151 - oley) asile wis wolibl G loago wilegoan , o o , s
21 Neither past due nor impaired 756,545 997,161 3,258,831 2,492,641 lgiawd (paaii plg 202l ge 8plio pe
T 30 go 4l 203l ge bplio lgiaw (Hasis
Accrued income 272,729 140.416 305,637 140,607 et )il Past due but not impaired > 30 days 461,392 228,048 1,121,169 1,163,062 ©0g) 93U go }15 ELD gc }3 LQJM u:m—'w al
: Past due but not impaired > 60 days 185,516 137,313 468,991 479,280 09 60 go {5l 263l e 6p5lio lgiogd el
i j9l oo s .
Other recelvables 69,124 65,952 411,632 77,922 R Past due but not impaired > 120 days 146,961 61,084 883,510 620,846 ©g 120 yo 18l goall e oplio lgiass (paai of
Prepayments 35,202 30,269 140,568 415,619 loago Wilegoo Past due but not impaired > 365 days 17,727 151,817 22,112 151,817 0% 365 0 i8] 263l ye 6plio lgious (hasii ol
Deposits 1,160 1,160 38,129 64,296 2ilag Impaired 57,658 44,765 57,658 44,765 Lgiosd Cunaiil
3,865,186 3,958,423 12,354,774 10,344,446 1,625,799 1,621,088 5,812,271 4,961,411
@ Annual Report - 2016 ¢4, & N Godull il @
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10 CASH AND CASH EQUIVALENTS

Parent Company pll aspill

asylill lgilspug g.g.0.g0 dribgll jlall aspu
630gallg pdll @spill adloll cilill Jgo cilolsy
2016 pauwys 31 0 b

28ill p4 6 log 2aill - 10

2016 2015

RO RO

Cash in hand 20,102 29,280
Cash at banks

- current accounts 291,706 203,239

- call deposit accounts 1,877 11,214

Cash and bank balances 313,685 243,733

Bank overdrafts (1,885,693) (140,293)

Cash and cash equivalents (1,572,008) 103,440

Group dcgoaoll
2016 2015
RO RO
21,698 30,640 @G92unll 2gj
s elaill g2l 28
3,007,579 3,213,425 aylo bl -
1,877 87,523 wbll cini @ilag bl -
3,031,154 3,331,588 clgill sal 6ao)lg 2aj
(1,885,693) (140,293) ol go Logiihall Gle Lo
1,145,461 3,191,294 28l 045 0 log 2aill

"Short term call deposits are placed with commercial banks at an interest
rate of 1% per annum (2015: 1% per annum) and have maturities of up to
three months from the date of placement.

Bank overdrafts are availed from a commercial bank for working capital

requirements on revolving credit basis. Bank overdrafts are unsecured and
repayable on demand.

1%:201 5)=L1"9Lw % 1 0j35 625lo Jasay dyjlai ¢lgiy (s deago Jodl 6uns 2ilagll
£l 20 g0 sl G115 | S 26 8416 JUls @atuig (Lgias

Gldbial elidg i gl go Wauhall Gle wiowdl Giligud Gle Jgnall ai

aic 262)g ygario pé Logitdall Gle Linull dglaii] uwl sle Jolsll Jlall Gul)
bl

NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES

NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2016

1

SHARE CAPTIAL

The authorised share capital comprises 120,000,000 shares of RO
0.100 each (2015: 120,000,000 of RO 0.100 each). The issued and
fully paid-up share capital is RO 5,500,000 comprising 55,000,000
shares of RO 0.100 each (2015: 50,000,000 of RO 0.100). In March
2016, the shareholders approved a bonus issue of 9.09 shares for
every 100 shares held (2015: 10 shares for every 100 shares held) in
order to increase the issued share capital of the Parent Company to RO
6,000,000 (2015: RO 5,500,000). The details of major shareholders,
who hold 10% or more of the Parent Company's shares, at the
reporting date, are as follows:

No. of shares pguill 2ac

asylill Lgilspug g.¢.0.9u dibgll jlall @y
6angallg pdll a8yl aylall cilibwll Jgo Cilaley]
2016 pouys 31 6 s

Jlall guly - 11

ogul Jin) (0gw120.000.000 :2015) agw 120.000.000 3o aj ool Jlall guly g4y
cgo30llg janall Jlall ul) 994l (ilac by 0.100:2015) Lilac Juy 0.100 Lgio J5 doss
agw 55.000.000 Jiny (Lilac Juj 5.000.000 :2015) Liloe JUy 5.500.000 go Jol4ll
2016 gujlo 6 ggambuall Golg (ilac Jy 0.100:2015) Liloc Juy 0.100 Lgio J5 ous
0guw 100 J4J aguwl 10 :2015) cglao aguw 100 J4) aguw 9.09 Jlasay dilao aguwl le
22015) Gilac JUy 6.000.000 | o3 @8pial) jamall Jlall guly 830 Jal go eliag (lglao
ool go 41 o 10% duwi ¢galoy (sl gyl uasbuall Juolat (Lilee JUy 5.500.000

(LS L sl i o . o1 adpiul

% Holding dosbluwoll dyuwui

2016 2015

RO RO

A' Shargiya Investments SAOG 9,575,270 8,200,671
Public Authority of Social Insurance 5,990,939 5,168,846

2016 2015

RO RO
17.41 16.40 ¢ o ub lladiwil) dayspill
10.89 10.34 duclainl iliolill dolsll aigll

11(a) SHARE PREMIUM

The Parent Company during 2014 issued 15,561,414 rights shares of
RO 0.375 each (including RO 0.275 each as premium) to the existing
shareholders. The related details are set out below:

Total share premium collected

Less: issue expenses

Share premium balance

Transfer to legal reserve during 2014 (note 12)
Balance as on 31 December 2015 and 2016

ol jlap] 6gulc - 11

Juy 0.375 anysy adero Il o agul 15.561.414 jlanly 2014 diw JiIs o3I a5pidl cuols
o)l guasbuall Gl (1ol 6gules agu J4) Gilac JUy 0.275 &ianio) aguw J4 iloc
S a daleiall Jolatl

RO
4,279,386 donoll jlanyl sglle oo
(13,506) Jlao I Clbgpoo osli
4,265,880 aguwll lan] 8glle o)
478,248) (12 oley)) 2014 diw Juls Sigilall bUib Il ] Jgao
3,787,632 2016 g 2015 paww> 31 0 Lad oyl
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NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

12 LEGAL RESERVE

As required by the Commercial Companies Law of the Sultanate of
Oman, the Parent Company transfers 10% of its profit for the year to legal
reserve until such time as the legal reserve amounts to at least one third
of the Parent Company’s share capital. The reserve is not available for
distribution.

During the year, the Parent Company has transferred RO 60,049 towards
legal reserve representing 10% of profit for the year (2015: RO 96,824 from
Share premium to make legal reserve amount equal to one third of the
Parent Company’s share capital as of 31 December 2015)

13 OTHER RESERVES

(i) Other reserves include a general reserve for the Parent Company, which
is created in accordance with Article 106 of the Commercial Companies
Law. The annual appropriation is made as per the decision of the Board of
Directors and not exceed 20% of the profit for the year after deduction of
taxes and the statutory reserve and the reserve shall not exceed one half
of the share capital of the Company. This is a distributable reserve

(i)  Other reserves also include the Parent Company’s share of the share
premium from its subsidiary NGC Energy SDN BHD, Malaysia. The share
premium arose from the issuance of shares to the non-controlling interest
in the subsidiary and the amount is not available for distribution.

14 REVALUATION RESERVE

This represents the surplus on the revaluation of freehold land, net of
tax and is not available for distribution until the related assets have been
disposed off.

asylill lgilspug g.g.0.g0 duibgll jlall aspu
6a0gallg pdll @8pil) aylall Cilill Jgo byl
2016 powy> 31 0 s

igilall blisyl

lag) dull oy go 10% elhis] iy 1974 diw Gilasll dyladl clspill ggila) lssg
oblibUlas Jsil Lo ggoaall aspill Jlowly i p8lyiall 0aupy £l (in bzl
-2joill Jils pe

Jly 96.824 2015-) iloc JUy 60.049 o0ja6q glo diwll Jus oIl aspidl cigs
bid] Wl Jgogll ol 5o agudl an] sglle go Giglall LUl Ll (ilas
2015 pouyd 31 6 los ofll @4l Jlo uly culs sgqluy igils

sl alblio]

6aloll Lungoy alwin] @iy (sallg . o0l @il plell Gblindl sp Il clblis Ul gani
ol Gle 801 gulan Jub (o (sgiudl clbis il pass aiyg aylaill culdpill ggils go 106
bl Joy b igilall blislg il ans a9y diwll oyl go 20% ge uj 1
22jgill s pe blis gl e 4811 Gle ggaall Jlall gl ani Gl olall

alill Lgispd o Jlandl dglle 6 odl a8piul dno leul gand Il cublisyl
pgul Jlan] go Jlandl sgle wliv Ljalo + (§3.4il ) 0les0ul AR 520
211l Jil6 e pliall Iaag anyll aspilly als Bl Ggas ]

ousill 8le] blis]

gag sl go Gololl 8pall axalall ol ausi sale] go gAdlall (blicll 1as Jiay
asleiall Jao Il gy aly o gijgil) Juld pe
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

15 DIVIDENDS

The Board of Directors have proposed a cash dividend in respect of the
year 2016 of RO 0.011 per share (2015: RO 0.0125) amounting to RO
605,000 (2015: RO 625,000), and a issue of bonus shares of 9.09 shares
for every 100 shares held (2015: 10 shares held for every 100 shares), in
order to increase the share capital of the Parent Company to RO 6,000,000
(2015: RO 5,500,000). This is subject to the approval of the shareholders
at the forthcoming Annual General Meeting in March 2017.

The dividend proposed for the year ended 31 December 2015 was
approved by shareholders in the Annual General Meeting held during
March 2016.

16 DERIVATIVE LIABILITY AND WARRANTY RESERVE

The derivative liability, which is related to the put option of warrants, has
been recorded in the accounting records of the Group’s subsidiary NGC
Energy SDN BHD, Malaysia. The fair value of the derivative liability was
determined by an external professional value using discounted cash flow
method as the management is of the opinion, that it is unlikely that warrant
holders will convert the warrants into ordinary shares of the subsidiary.
Hence the most foreseeable method to realise the value of the warrants
would be to exercise the put option. Derivative financial liability is valued
using a valuation technique with market observable inputs. The applied
valuation technique includes discounting cash flow method. The model
incorporate various inputs including potential proceeds receivable by the
Warrant Holders, cost of equity and cost of debt.

The warrants in issue by the subsidiary redeemed during the financial year
are as follows:

asylill Lgilspug g..0.gu dibgll jlall &5y
6a0gallg pdll @8piul) dylall calilll Jgo byl
2016 pouwy> 31 6 a5

alydll wileyjgi

olgll agudl LJJl.cxf: Juy0.011 28lgs 2016 diw e @asi QL!JT 2jg3 6)lo Ul gulao opisl
silac JUy 625.000 2015-) Gilac Juy 625.000 jlagay (iloc Juy 0.0125 2015-)
100 J4) agw 10:2015) ¢lglao agw 100 J4) aguwl 9.09 jlasa; diilao aguwl jlanlg
Giloe JUy 6.000.000 I oDt @spil) jamall Jlodl guly 630j Jol o (Wglao aguw
0 orambuall (il o aslgall 2oy ols 1l 13m o (oilac Jby 5.500.000 2015-)

2017 yujlo 56 03éc 2ojall polall dygiwll dolell dyanll glaiol

16 o Loale 6519l 105 2015 powys 31 (0 dgiiall ) dsyisall oU) Il Cilsyjgr
2016 Gujlo 1o JUs 8eiall &giul dolsll &manll gloisl 6 (ramluoll

glanllg tilsiuoe pljil] blis]

- asylill @spidl o 8)aloll alall Clgadl Jaub iy @leiall . alall Cilsidall oljil]
daall saill Goaill dayb olariwl (o)l aubo dbulg dalell dassll dansi ol
labaads &lall wilga il @las og8y ol Jainall e ¢o aily 8)15101 gulao clirel sy Cus
aloll Wig>l days §anil aayb Josl glo « iy el a5l ale agul ]
Jaall s duwjlao ygas Loguw

&0 lgiBollo ¢4aall tiilsaall 2o eusill Cilist plasiwl allall wlstill elil e
A0 25gaill .dngnanll sl cilssaill dayb daiholl ansill dudi pand gl
aalsig glasll Glob Jub (o asniuall dlainall wilioail Jodd daliso ciilsao
.l aalaig posbuoll Ggén

:SB o adloll dll U asylill a5pall wlilan

Number of warrants lilonll oac

2016 pliy 1 6

At 1 January 2016 Jaooll

Issued

Warrants outstanding 4,817,008 -

2016 pouy> 31 o
sfiunll At 31 December 2016

Redeemed
(4,817,008) -

@ Annual Report - 2016 ¢4,

15

aegoaall pe cililasl

& 1N ggiudl ol



NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES agylill Lgils ping g.¢.0.y1 dxibgll jlall &5y NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES asylill Lgilspug g.¢.0.9i dibgll jlall &y

NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS 820g0llg pdll @8 pill éwlall il Jgo calboley] NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS 820g0llg pll @spil) adloll il Jgo caloley]
As at 31 December 2016 2016 pawys 31 o s As at 31 December 2016 2016 pouy> 31 (50 Lo
17 ACCRUAL FOR STAFF TERMINAL BENEFITS o1abgall 4033l dlgi 615140 ppndo - 17 18 TERM LOAN AND BORROWINGS alslislg Jodl yass - 18

jle Jlacl 8jlo Jygai) il sl 20 cllgu drslail aspil ciopl . 2012 qlo 1gub Julb
During May 2012, the Company entered into a Facility Agreement with a jled Sl duget] wlgill 2ol 20 =Ll oled] aspll cuop allo gt

Parent Company ol a5yl Group acgadall bankto finance the acquisition of Shell Malaysia’s LPG business through Wil -0 dslill lgidps JU5 go bjllo Jub 5piy Aol Jhusall Badl
2016 2015 2016 2015 their subsidiary in Malaysia.
RO RO RO RO Parent Company ol aspill Group ggoaoll
- 2016 2015 2016 2015
At 1 January 202,029 195,984 220,689 210,597 gy 10
) RO RO RO RO
Charge for the period 55,350 33,288 69,794 37,335 diwl) Jonall
Payment made during the period (7,026) (27,243) (8,540) (27,243) il JAI5 9630 Non Current dolaio pé
At 31 December 250,353 202,029 281,943 220,689 pouwd 31 50 Term loan 1 400,000 1,600,000 400,000 1,600,000 T 0oy ol s
Islamic term loan - - 6,997,423 9982627 JoJ odlul o6
Total 400,000 1,600,000 7,397,423 11,582,627 cganoll
Current portion of term (400,000) (1,200,000) (400,000) (1,200,000) T dob el go Jglaiall ejall
loan 1
Current portion of Islamic - - (2,553,870) (2,669,202) Jo b odlu] (o8 go Jglaiall call
term loan
Current portion (400,000) (1,200,000) (2,953,870) (3.869.200) Jalaioll cjall
Non-current portion - 400,000 4,443,553 7713425 Jglaiall pe cjall
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

18 TERM LOAN AND BORROWINGS (Continued)
Term loan 1

The Parent Company obtained the first draw down of the loan
amounting to RO 4,466,211 on 3 May 2012 and the second draw
down of RO 1,533,789 on 18 October 2012. The term loan carries an
interest rate of 4.5% per annum till 19 May 2013 and 4% per annum as
amended by the facility letter dated May 20, 2013 and repayable in 20
Quarterly installments of RO 300,000 starting 3 May 2013 and matures on
3 May 2018. Interest will be serviced monthly during the moratorium period
and on Yearly basis thereafter. After the rights issue proceeds received on
8th May 2014 the Company repaid RO 1,100,000 as principle amount and
RO 400,000 is balance as on 31 December 2016 (2015 RO 1,600,000).
During 2015, term loan 1 was secured by registered mortgage over pledge
of shares held as available-for-sale, all future dividend and bonus shares on
such investments.

Term loan 2 - Islamic term loan

The Islamic term loan and revolving credits are secured by a subsidiary as
following:

(a) First ranking charge over 100% of shares of the subsidiary

(b) First ranking debentures incorporating fixed and floating charges over
all assets of the subsidiary, both present and future.

(c) Charge and assignment by way of security over the designated bank
account.

(d) First fixed charge over the memorandum of lease for LPG filling plants
dated 9 May 2012 respectively.”

aylill lgilspug g.g.0.uu duibgll jlall @5y

6a0gallg pdll @8l aylall Cililwl Jgo il

2016 pouwys 31 0 o5

(2ub) wilbdlyis)g Jodl yops - 18

(1) o8y Jodl )8

2012 glo 3 .6 Lilac JUy 4.466.211 gl Byl 5o a6 Jgl Gle @piul cilno
6256 Jod) (oyall Jasy 2012 pgisl 6 Lilac JUy 1.533.789 gl ailll asoallg
2180l Jrguiill ilbs Jyasil (86g hgiw 4% g 2013 gilo 19 id Lgiw 4.5% Jaeay
u,oTjLunIL_\,Jan JUy 300.000 doysy (sgiw g4 buwd 20 e 20339.2013 gilo 20 0
olowull 6416 JUb (spguw Jhuiy 625lall 263 @iy 2018 gylo 3 (0 (Goiuyg 2013 gylo 3
oyl adtro Tl @0 aguwl jlan] wilnai Gle Jgnall 2y .l 29 sgiw g2y J4ding
400.000 oyl 2bg ghall Jols Lilac Jby 1.100.000 aspill ciaaw 2014 gilo 8
dod sl gl ilac Uy 1.600.000 :2015) 2016 powws 31 6 Las ilac Juy
oyl wilsyjgi @sl5g el goliod aheinall agulll Lle Jauo gap ggatio (1) ob)
iljlatiwdl el Gle dsilaall aguwilg dlisiuoll

Joll ol B (2) pdy Jodl B35
S axli 4410 o gligano 33250ll glailillg o lwll dodl ol
ol adpill agul Jols Gle ol agjall go ooy

dulill aspsll Jgol @sls e spsing &l “iliga; dloli Jgl dayall o wilaiw oo
lsiuog Wl 8ogiall

wlidl (s jppao wlwo Gle glandl @b e Jjlidlg ga)

gilo 9 (0 @ygall Jluoll jlall diyel giloo jlay 81530 Gle Glgdl dgall go culi ya)
2012

NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

18 TERM LOAN AND BORROWINGS (Continued)
Term loan 2 - Islamic term loan (continued)

The Islamic term loan and revolving credits of the subsidiary are also
guaranteed by the parent company.

The weighted average effective interest rates of the borrowings by the
subsidiary are as follows:

asylill Lgilbpug g.g.0.yu dibgll jlall a8y
6a0gallg pdll a8piull dylall calill Jgo bl

2016 pouwys 31 0 a5

(2uli) wildlyislg Jodl yop5 - 18

(200) Jod) o] 345 (2) pdy o1 238

buugiall @b ge loul gligasio asylill aspil) 330i0ll glaiilg olbwll Jo gyl
L asll aspiul clslis 835kl sailall jlewd aoall

2016 2015

% %

Islamic term loan 534 542

Revolving credits (note 20) 544 539

19 ACCOUNTS PAYABLE AND ACCRUALS
Parent Company plll aspill Group dcgoaall

2016 2015 2016 2015
RO RO RO RO
Trade creditors 160,236 51,400 1,314,979 442,664
Directors’ remuneration 102,300 55,700 102,300 124944
Accrued expenses 1,185,947 1,333,833 3,132027 2,830,984
Other creditors 179,456 128,356 1,023,750 623,086
Amount due to related parties - - 400,909 409,945
1,627,939 1,574,339 5,973,965 4,481,623

T ol o8
(20 oley)) Haaiall glodiyl

Cléaiuwog diils pod - 19

aifls ayylbby aos

8)l51l gutlao elesel ilslao
a8njuo Cilogino

dpf aifls pos

@sile cils wlibl )] @atwoll
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

aylill lgilspug g.g.0.uu duibgll jlall @5y
6a0gallg pdll @8l aylall Cililwl Jgo il
2016 pouwys 31 0 o5

20 SHORT TERM LOANS Jodl 6 ghaps - 20

Parent Company ol aspill Group dcgoaall

2016 2015 2016 2015

RO RO RO RO
Revolving credits - - 6,002,122 6,273,176 633250 liladl]
Short term loan 596,603 1,000,000 596,603 1,000,000 dodl ppd (6

596,603 1,000,000 6,598,725 7,273,176
Short term loans are unsecured from commercial 6ailo lgile g0aig dylai g go ag digario e Jodl 6pns Baall
banks and carry interest at market interest rates. .@gull jlowl

21 RELATED PARTY TRANSACTIONS asuell vl Wbl ciloles - 21

@ Annual Report - 2016 ¢4,

The Group has related party relationships with entities over which certain
shareholders and Directors are able to exercise significant influence. The
Group also has related party relationships with its Directors and senior
management. In the ordinary course of business, such related parties
provide goods and render services to the Group.

Prices and terms for transactions with related parties, which are entered
into in the normal course of business, and are on terms and conditions
which the Directors consider are comparable with those that could be
obtained from unrelated third parties. Details of related party balances and
transactions (including transactions and balances with related parties as a
result of common directorship) for the year ended 31 December 2016 are
as follows:

oo cliely grosbuall ey g4ay @slle cild wlibl 20 Cilslle dcgaaall (gal
clerel 20 @dlle cils Lolbl cils e édcganall aog) Las lgile ola wli dwjlao 81541
yygh aslall il Llb Il el pgaT (salic Ul bLiwll bl 6 lgiabgog Lgijla] gulao

deganall G| viloas oyasig il

el GUl asdsll cils wlibdl go wiloleill bopig jlewl of §jlall gulao cleel sp
wlibl o lgale Jgonll ghny Gill elli) aylso (saliedl bLAUI bl o6 Lgus Jgall
lloleall ells o Lloy) @ dle vils colib Il cidloleig 8ol Juolei .dsdle ¢ils e ailli
&l JUs (euspiiall 8)l511 ulao dgme] dayiis dasilell cils Wbl g0 830)ilg

1Gh lod (o 2016 powys 31 o duglioll

NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

21 RELATED PARTY TRANSACTIONS (Continued)

asylill Lgilbpug g.g.0.yu dibgll jlall a8y
6a0gallg pdll a8piull dylall calill Jgo bl
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(221) @52l il Ll D1 Ciiloles - 21

Parent Company ol a5pill Group dcgoaoll
2016 2015 2016 2015
RO RO RO RO
Amount due from subsidiaries and associate 817,451 1,094,610 6,133 70,775  J2ll uns - ds18.ig auli Cils b oo @alwo 2o
— short term
Advance to subsidiaries 825,407 688,684 151 - asuli il Gl boaso £9030 o
Amount due from joint venture 33,562 53,562 33,562 53,562 il ggpall (o (Gatuo
Short term loans 596,603 1,000,000 596,603 1,000,000 o0l uns oays
Term loans 400,000 1,600,000 400,000 1,600,000 JoIl digb goais
Bank overdrafts 1,885,693 140,293 1,885,693 140,293 woguiall Gle coull

Amounts due from subsidiaries, associate and a joint venture are interest free

and have no fixed terms.
Transactions with related parties during the year were as follows:

o clidiall £apiallg dayiillg Al Sl oo At allol
Al by ggug 62ilo ygu
(_,b L5 didl JAs das el vild wolib Il so culloleill cuild

Parent Company ol a5pidl Group dacgoa.oll
2016 2015 2016 2015
RO RO RO RO
Sales to subsidiaries 3,044,537 4,039,792 - - aylll wlspadl ) wilewo
Rental and other income 423,721 561,954 - - il wiblylg oyl
Expenses paid 136,573 554,533 - - dcgoao wilogino
Finance cost 132,362 125,672 132,362 125,672 alall aolaj
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

21 RELATED PARTY TRANSACTIONS (Continued)
Compensation of key management personnel

Key management personnel are those persons having direct authority and
responsibility for planning, directing and controlling the activities of the Group.

Parent Company ol aspidl

Group dcgoaall

2016
RO

814,818 597,832

asylill lgilspug g.g.0.uu duibgll jlall @5y
630gallg pdll @spidl alloll il Jgo cilolsy)
2016 pouw> 31 5 Las

(guli) as Ul ild wlybill ciiloles - 21
Well 55l 4l ,8bg0 Jygei

dcganoll dbuiul @sliog aagilly bybaill
2015

RO
o)l gjlo01 slolso

2016 2015

RO RO

Senior management remuneration 282,923 267,206
Directors' remuneration and sitting fees 129,900 78,000

291,267 167,554

luls jgrs wlsil g gjla 0l ulao cleel 816140

22 NET ASSETS PER SHARE

Net assets per share are calculated by dividing the equity attributable
to the shareholders of the Parent Company at the reporting date by
the number of shares outstanding as follows:

6)l>11 ulao

20lgll pgull Jgo il olo - 21

ooluo Gl dguiall aguwlill dows) agull Janll dais oo wlws ol
;S &@aflall aguwlll sac e psill Ayl deganallg ol @5piul

Parent Company il a5pill Group dcgoaall
2016 2015 2016 2015
RO RO RO RO
Net assets (RO) 16,375,092 16,371,195 17,041,664 15,226,341 (ilae Juy) Jgodl ,olo
Number of shares outstanding at 31 December 55,000,000 50,000,000 55,000,000 50,000,000 pauys 31 6 @ilall agwil 2ac
Net assets per share (RO) 0.298 0.327 0.310 0.305 (uilac JUy) 20lgll agull Jgn il olo

23 SALES

Sale of LPG
Project income

Sale of new empty LPG cylinders and
accessories

Sale of BMCG, accessories and other
industrial gases

Lubricant sales
Other income

Vehicle hire charges and rental income

NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

asylill lgilbpug g.g.0.yn dxibgll jlall adpu

6a0gallg pdll a8piul) dylall calilwl Jgo bl

Parent Company ol aspidl Group dcgoaall
2016 2015 2016 2015
RO RO RO RO
9,979,876 10,361,988 58,499,563 66,859,337
1,232,372 609,797 1,489,704 663,280
193,920 189,724 167,604 189,774
263,043 197,013 378,905 257,484
34,012 - 57,161 1,148
289,420 413,861 11,061 87,358
152,933 232,463 56,291 52,766
12,145,576 12,004,846 60,660,289 68,111,147

2016 pouwys 31 0 a5
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Jluall Jopidl jle 2u

cqpiall culalpl

ab 63329 Jluo Jajis jlé Wililghul 2y
lgilenlog

Il dsclindl cljlallg Lgilenlog BMCG 2y

gyl alalp]
sl cilaly)
wali alalplg Cillw poli oguy
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2016
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2016

asylill Lgilsping g.¢.p0.y0 duibgll jLall a5pn
620g0llg p0I @5pil) agloll wilill Jga ciloleyl
2016 powys 31 ;6 las

24 COST OF SALES ilewo wadlsi - 24 24 COST OF SALES (Continued) (2al) wilopo Loyl - 24
Parent Company ol aspill Group dcgoaoll Parent Company ol aspidl Group dcgoaall
2016 2015 2016 2015 2016 2015 2016 2015
RO RO RO RO RO RO RO RO
Opening stock 81,169 42,835 355,296 467,623 620l Jgl o Cost of cylinders lblgbuu Il dalay
Local purchases 6,697,203 6,933,009 36,304,586 39,354,286 alno Cilyidio Opening stock 30,060 71,194 30,060 71,194 620l Jal 240y
Imports - 168,257 5,557,462 12,637,129 wldjlg Purchases of new cylinder 131,231 146,023 104,915 146,023 6232 Clilghuul el
Closing stock (252,064) (81,169) (600,398) (355,296) 830l Pl ggjro Closing stock (11,252) (30,060) (11,252) (30,060) CER[JETEVEY)
6,526,308 7,063,832 41,616,946 52,103,742 150,039 187,157 123,723 187,157
Other direct expenses: :de 6pilio Culogpno
Direct labour 1,086,986 1,044,372 1,707,654 1,125,289 opulo dlac
Project costs 908,111 317,952 1,055,443 351,470 cqpuall Loylai
Depreciation 401,381 421,816 1,690,545 1,741,360 lilgiuwl
Plant and vehicle maintenance 300,780 305,964 1,781,932 1,649,668 Ciljlowg il il
Other direct expenses 276,253 217,065 1,073,048 1,328,210 sl dpilio ilogyoo
Cost of cylinders sold 150,039 187,157 123,723 187,157 spdlaeclinll vljlsllg
Insurance 112,671 114,656 143,382 129,882 uiDL'
Fuel and transportation cost 101,339 91,226 109,101 120,448 Ggipl spoliall dalsy
BMCG and other industrial gas cost 70,826 62,320 108,516 70,115 s dl aelindl wiljlellg
Lubricant trading cost 25,659 - 46,493 998 Jai dalay g aunuii olgog g9
Lease rent 18,495 16,991 47,017 42,094 ol
Electricity 18,440 19,653 78,646 55,836 clijgall
9,997,288 9,863,004 49,582,446 58,906,269
@ Annual Report - 2016 ¢4, & N Godull il
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2016

25 ADMINISTRATIVE EXPENSES

Employee related costs

Directors’ remuneration and sitting fees

Office related expenses
Depreciation

Professional charges
Business travel expenses
Telephone, telex, postage
General expenses

Rent

Allowances for impairment of debts

Marketing and publicity expenses
Repairs and maintenance
Donations

Printing and stationery
Advertisement

Transportation cost

Insurance

Withholding tax

asylill gilsping g.¢.p0.ub dsibgll jlall a5ph

6a0gallg pdll @8pill aylall cililwl Jgo iyl

Parent Company plll aspill Group dcgoaall
2016 2015 2016 2015 Parent Company ol a5pidl Group dcgoaall
RO RO RO RO 2016 2015 2016 2015
624,151 474,281 1,759,144 1,516,042 ukebgally dsleio Laylar RO RO RO RO
129,900 78,000 291,267 167,554 &lal gulao elirel jgran wileilg wilblan Wages and salaries 1,263,288 1,058,563 2,443,513 1,986,189 192lg Lilgy
122,883 101,457 448,128 186,479 Lisoll doleio caylsi Other employee benefit cost 329,182 357,223 883,049 545,392 aeboall sl Lljo alas
120,290 100,325 212,374 174,416 clilgiuwl Social security cost 63,317 57,323 70,442 59,049 agelain I ciligolill aalsy
58,231 116,107 331,146 292,434 dsigo Lilsil Provision for staff terminal benefits 55,350 45,544 69,794 50,701 gabgoll @02l lgi 6lolso (pnao
67,104 57,396 155,450 270,935 jouw wilogpno 1,711,137 1,518,653 3,466,798 2,641,331
44,678 32,667 140,793 116,375 2uHg pudlig ggalli Disclosed as: (SIS Lgic olooll oy
36,718 12,472 278,099 151,999 dole Lilogno Cost of sales 1,086,986 1,044,372 1,707,654 1,125,289 Wlepoll Galss
27,000 20,890 103,535 100,023 Joyl Administrative expenses 624,151 474,281 1,759,144 1,516,042 dyld] cilegno
20,000 3,353 20,000 3,353 ogadl dous (pladil jpnao 1,711,137 1,518,653 3,466,798 2,641,331
16,664 11,660 153,316 86,556 dleallg Giguill wilogino
15,018 23,862 17,908 26,442 dilbog Wb ilo]
10,000 - 10,000 382 Gileps
8,922 10,563 31,296 14,266 dpwlbjog wilegibo
5,065 5,148 5,065 5,148 Glidle]
- - 1,381,284 1,715,853 Jaill dalss
- - 86,117 98,268 ool
- - - 6,620 auioll go aohisoll Ll
1,306,624 1,048,181 5,424,922 4,933,145
& N gl il
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2016

26 EMPLOYEE COSTS
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2016

27 OTHER INCOME

Dividend income

Interest income

Bad debt recovery

Miscellaneous income

Profit on closure of subsidiary (note 6)

Profit on sale of property, plant and equipment

asylill gilsping g.¢.p0.ub dsibgll jlall a5ph

6a0gallg pdll @8pill aylall cililwl Jgo iyl

Parent Company il a5pill Group acgoaoll
2016 2015 2016 2015
RO RO RO RO
56,057 71,849 56,057 71,849
17 6 10,551 13,149
7,617 35,498 7,617 35,498
24,190 86,993 76,642 491,794
- 4,323 - 4,323
52,616 38,233 519,118 36,826
140,497 236,902 669,985 653,439

2016 pouwy>s 31 0 a5
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

28 INCOME TAX

The tax authorities in Oman follow the legal entity concept. There is no concept
of group taxation in Oman. Accordingly each legal entity is taxable separately.

The tax rate applicable to all taxable entities of the Group ranges between
from 12% to 24% (2015: 12% to 25%). For the purpose of determining the
tax expense for the year, the accounting profit of each individual legal entity
has been adjusted for tax purposes. Adjustments for tax purposes include
items relating to both income and expense.

asylill Lgilsping g.¢.p0.y0 duibgll jLall a5pn
620g0llg p0I @5pil) agloll wilill Jga ciloleyl
2016 powys 31 ;6 las

Jaall ayys - 28

oyl Jatuall igilall i) aoga0 el olaé aibabw b Guell Slblul 0ot
Sigils gl 5 glo (il gloc 6 aynll cildpill dcgaao cgial pggan aog) U
Joeio Jauy dypnd) enay

- 12% ga dyrll deolall deganall sk 515 Gle @ibi sl Gupall Jasall o

wled s 9ils gld JA) Grwboall oyl diasi e 28 (25% - 12% 2015-) 24%
L9yjloallg wilsly Ul o it g duypodl iyl et diwll Gupoll cogpnall 2yaa5

& 1N ggiudl ol

@ Annual Report - 2016 ¢4,



NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2016

28 INCOME TAX (Continued)

Statement of comprehensive income

Current tax

Current year

Real property gain tax

Prior year

Deferred tax

Deferred tax liability
At 1 January

Exchange difference on translation

At 31 December

asylill gilsping g.¢.p0.ub dsibgll jlall a5ph

6a0gallg pdll @8pill aylall cililwl Jgo iyl
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28 INCOME TAX (Continued)

NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

asylill Lgilsping g.¢.p0.y0 duibgll jLall a5pn
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(@abi) J5a)l ayps- 28

Parent Company ol &l Group dcgosall The deferred tax comprises the following temporary differences: el @isgall cilsgall Jogoll sl Jo il Jio
2016 2015 2016 2015 Parent Company il @ pidl Group édcgoaoll
RO RO RO RO 2016 2015 2016 2015
Joliddl gaall gly RO RO RO RO
bl wlol i Equity asosbuall @gas
87,500 137,000 94,713 138,427 bl diwll On revaluation of land (364,255) (369,056) (364,255) (369,056) ol 2y apai oale] go
- - 92,388 - Jlac Gl dyos ol Profit and loss account Slusll of olydl b
276 - 22 - &Ll igiuwll Provision for impaired debts 9,038 5,372 9,038 5,372 092 &0u6 Pleall (pnao
87,776 137,000 187,123 138,427 Net book value of fixed assets (34,976) (22,049) (2,008,879) (628,318) &l Jop 1 ayisall dagsll olo
4,460 (9,839 977,629 596,430 abgo ayo Exchange difference on translation - - - (462,116) Gthgaill go Lol jou §jo
92,236 127,161 1,164,752 734,857 Deferred tax liability (25,938) (16,677) (1,999,841) (1,085,062) 280 o oljil]
d280 o ol Deferred tax liability (390,193) (385,733)  (2,364,096)  (1,454,118) J28o o oljil]
385,733 395,572 1,454,118 1,031,864 pliy 16
Movement through profit and loss account 4,460 (9,839) 977,629 596,430 Pluallg oyl Clws JUls go a5l Parent Company ol @il Group écgonall
- - (67,651) (174,176) Slhgadll go Loyl o @10 2016 2015 2016 2015
390,193 385,733 2,364,096 1,454,118 pauys 31 0 RO RO RO RO
Current liability :aglaiall cibglhall
Current year 87,776 137,000 187,123 138,427 ol aiuwll
Prior years 2,226 1,243 (93,096) 248 asybudl wilgiuull
At 31 December 90,002 138,243 94,027 138,675 oy 31 6
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NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

28 INCOME TAX (Continued)

A reconciliation of tax charge of Parent Company is set out below:

Profit before tax
Income tax expense at the rates mentioned below
Relating to (reversal)/ origination of deferred tax liability

The tax rate applicable to the Parent Company is 12% (2015 - 12%)

The assessment for year 2008 to 2010 have been completed in 2014 and
accordingly the Parent Company has paid an additional tax of RO 8,869 in
year 2014.

The assessments for the years 2011 to 2015 of the Parent Company have
not yet been finalised by the Secretariat General for Taxation at the Ministry
of Finance. The Corporate tax rate in Oman is expected to increase to 15%
in accordance with expected amendments to the Income Tax Law of the
Sultanate of Oman. Management is of the opinion that any additional taxes
that may be assessed would not be significant to the Parent Company’s
financial position at 31 December 2016.

Current income tax is calculated at the Malaysian statutory tax rate of 24%
(2015: 25%) of the estimated assessable profit for the year.
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asylill Lgils g g.¢.0.9u dsibgll jlal ddph
820g0llg eIl @spill daladl il Jgo caloldyl
2016 pouys 31 0 b

(2sb3) J3aJl any- 28

S odll a5l ol Loginall dygui
Parent Company il a5pill

2016 2015

RO RO
692,725 1,095,409 aypnll Jus aull
87,776 137,000 olial diyall utlaeall 166g J3all &y Loguao
4,460 ©,839)  J2dall cunll ol Jol yube; aslsiall

92,236 127,161

(12% 2015-) 12% éuuis o Jaal ol a5yl poaj

2008 o wlgiud el bail el o 2014 i 6 Lyl dols)l alodl cigiil
wilac JU) 8.869 2oy aslo] dupsd tiesd 16 pdl ddpill glo ae clig 2010 LI

2014 &iw J1l5
12011 o wilgiul) dwyall bayl dylall 8jlig o Lol dolsll dilodl g1 o
citlyasill 6 15% (L cilspidl le dyyell Jaso 80j oy of 2891 001 a5yl 2015
agolo] wilys &l gb 8jla Ll agisi glad aiblu 6 J5all dysd ggils le desgioll
2016 pouys 31 6 o0l aspil) Jlall j5j0l) dymga a4i of Logu lghy) @iy of g4a

2015) 247 auis sidloll Gigilall aypall Jago 6 allall 53l auys Lluisl ol
aiwl) 280l byl il audl oo (257

NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2016

28 INCOME TAX (Continued)

The tax assessment of subsidiaries incorporated in jurisdictions outside
Oman are at different stages. Management is of the opinion that any
additional taxes that may be assessed would not be significant to the Group
financial position as at 31 December 2016.

29 EARNINGS PER SHARE

The basic earnings per share is calculated by dividing the profit of the Group
and Parent Company for the half year attributable to the shareholders of the

asylill lgilspug g.g.0.9u dsibgll jlall d5pn
620g0llg eIl @spill alladl clibwl Jgo cilolay]
2016 powy> 31 0 b
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2016 powya 31 &0 lo%
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aspillg degonall oyl apust JU5 go olgll agull Gle bl aflell Ul ol
JU doslall agawdll anjoll bugioll Gle 001 d5pill osluo I dguiall diwl oI

Parent Company, by the weighted average number of shares outstanding. Aol
Parent Company ol aspidl Group dacgoa.oll

2016 2015 2016 2015

RO RO RO RO
Profit for the year ended (RO) 600,489 968,248 2,796,266 1,529,645 (ilee JUy) didl oy
Weighted average number of shares 55,000,000 55,000,000 55,000,000 55,000,000 &oilall aguwll 332 aopall buugioll
outstanding during the year (53¢) diudl Jl5
Basic earnings per share (RO) 0.011 0.018 0.051 0.028 (ilac Juy) 20lgll agul) Guwludl Hilell

Earnings per share (basic and diluted) have been derived by dividing the profit
for the Year attributable to the shareholders by the weighted average number of
shares outstanding. As there are no dilutive potential shares, the diluted earnings
per share is identical to the basic earnings per share.

For the purpose of earning per share calculation, the Parent Company has
restated the previous year weighted average number of shares outstanding to
include the bonus shares.
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30 SEGMENT REPORTING daclbs pjlei - 30 32 CONTINGENCIES AND COMMITMENTS
The Group’s only significant business segment is the marketing and selling Jluall Jojll jle 209 Gigwi gag béo olg pla bliw clbs degonall (sal 1) On 9 February 2016, the Primary Court (criminal panel) issued a judgment 4ns) @lai) Lo lgaso 2016 plps 9 2yl (agliodl 51201 dgilaigul dosnall coyanl (1
of LPG. with respect to the alleged bribery case against certain key management dasaoll cupicl ,a8all log o0l @spil) L)l &)la 0l Lebgo a2y an dogejall gl
Geographic information @l Ciloglen personnel of the Parent Company. As per the judgment, the personnel 2yl aseiall acloinl o &jlall gulao gl .cilao agll guebgall clga aslandl
. . . have been considered guilty by the Primary Court. The Board of Directors 55T 811 Qi Jaak 5 ok cUém viloa? 5
Revenues from external customers 2Bl 56 cllac go ilaly 7 , guity By v , , s colifiu] @22l ggilaall ggabgall old .guabgall clga Liloas 2016 pips 15
in its meeting held on 15 February 2016 have terminated the services of 4040 Cingil 286 U5 20g aflaill dosaall oe alodl asall 2o olifiwll d0sao
2016 2015 i i T .
“o o the gmployges. The convicted gmployees had appealed in the Apgeal court 25905 1) 2016 painw 25 Ayl alodl asall 15 o wiall g .90“7@.' Colifiw Ll
o aga'”StotlTE J“dgnl‘e”t of thi P”,g’a_rydcourt' tHdO"t"ec\j’Z%tge i\pp‘;a' 28?‘2 E_"F'EO dgule o0l aspill an aglac el / ciloliill a)f agigilall éjgiuall e Teliy o1 adpill
Oman 8,740,903 7,679,077 oloc diblw 'a;ccustec e emp c;yeezgul yV|| ejllJ gmen da e t fe|o ember : b-|'-t' cj sl dbii phed vlegsaall oagl Joaine ans sl ol @spill gsqi I els Ll
Other GCC countries 5,221,562 5,792,387 Il Gyl 24lall galeill gulao Jga fi"" ~ompany based upon 1ega) acvise, Goss ot Toresse any adiites L 26 il ol ol ol of cilanaall adlall bl 03 o6 2137 ol Ll
) L] punitive actions against the Parent Company on this account. Further, as = : : = =
Asia 46,697,824 54,639,683 ) the Parent Company does not expect any potential disallowances in respect U et dugils 8)giio (e lely aalell lgllacl Gluw (o (oleill deganall 2oa7 (2
60,660,289 68,111,147 of these payments for other regulatory purposes, accordingly, no related U35 e w90 il Lol gosy Lbgw aslaall g2l (schaJ"I ohm 25 b aspiul 2aie
provisions or liability that may result have been included in these financial o : i UJLQJI La)jﬁ;-o ofdc |
31 COMMITMENTS albl)] - 31 statements. - gaxol
Wllary @leiy lows djlb dallais] wiloljil] dcganall sa) glb 2016 poawys 3T o (3
2) The Group, is subject to litigation in the normal course of its business. @l o Lidi Gl (Gilae JUy 1.092.724 2015-) Lilac JUy 603.814 Jlada; dopno
Parent Company il aspiul Group dcgoaall The Group, based on independent legal advice, does not believe that the ) " "-ﬁayﬁlg-? ol f LQKLM“JJ"UT 5giall 4o 1l aplall Jloc I
2016 2015 2016 2015 outcome of these court cases will have a material impact on the Group’s . )
RO RO RO RO income or financial position.
i i &lawl) wlbly)l
Capital commitments 385,279 303,481 385,279 2,364,507 ) ___Jl_' '"J 3) At 31 December 2016 the Group had contingent liabilities in respect of
Purchase commitments 157,234 288,914 157,234 288,914 el Slbl| bank guarantees arising in the ordinary course of business from which it
is anticipated that no material liabilities will arise amounting to RO 603,814
(2015: RO 1,092,724).
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33 RISK MANAGEMENT

Overview

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

e Credit risk

e Liquidity risk

e Market risk

This note presents information about the group exposure to each of the
above risks, the Group’s objectives, policies and processes for measuring and
managing risk, and the Group’s management of capital. Further quantitative
disclosures are included throughout these financial statements.

The Board of Directors has overall responsibility for the establishment and
oversight of the Group’s risk management framework and is responsible for
developing and monitoring the Group’s risk management policies.

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty
to a financial instrument fails to meet its contractual obligations, and arises
principally from the Group’s receivables from customers.
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33 RISK MANAGEMENT (Continued

a) Credit risk (continued)

The Group’s exposure to credit risk is influenced mainly by the individual
characteristics of each customer. The Group does not require collateral
in respect of financial assets. The Group seeks to control credit risk by
monitoring credit exposures and continually assessing the creditworthiness
of counter parties. Risk is considered minimal by the Group, as the payments
are made by the customer as per contractual obligations. Credit risk on
debtors is limited to their carrying values as the management regularly
reviews these balances to assess recoverability and create provision for
balances whose recoverability is in doubt.

b

-~

Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial
obligations as they fall due. The Group’s approach to managing liquidity is to
ensure, as far as possible, that it will always have sufficient liquidity to meet
its liabilites when due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the Group’s reputation.
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33 RISK MANAGEMENT (Continued) (2113) yblaoll 5yl0] - 33 33 RISK MANAGEMENT (Continued) (24U) yolaall 6jlo] - 33
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b) Liquidity risk (continued) (2405) dguull yblio b) Liquidity risk (continued) (2) dlguull pblio
aypioall dousll diuw go J6l  6aolg diuw go aypioall dousll & go Jiii 620lg diuw go
8aslg o I 8a0lg o I
Cilgiw Olgiss
Parent Company Carrying Less than 2-5 pUl asyill Parent Company Carrying amount Less than 2-5 ol aspidl
amount one year Years one year Years
RO RO RO RO RO RO
31 December 2015 2015 pouy> 31
31 December 2016 2016 pouw> 31 Trade creditors 51,400 51,400 - aifls dylai @od
Trade creditors 160,236 160,236 - aifls dylai @od Other payables 128,356 128,356 - il difla po3
Other payables 179,456 179,456 - sl il @o> Accrued expenses 1,338,883 1,338,883 - 6atuwo Layloo
Accrued expenses 1,185,947 1,185,947 - d6niwo Lajjlno Term loans 1,600,000 1,200,000 400,000 Jodl poss
Term loans 400,000 400,000 - NENTRY=L Short term loan 1,000,000 1,000,000 - oIl pos 48
Short term loan 596,603 596,603 - Joll s pys Directors’ remuneration 55,700 55,700 - 8124 gulo elrel slslao
Directors’ remuneration 102,300 102,300 - 814l pulao cliel slsléo 4,174,339 3,774,339 400,000
2,624,542 2,624,542 -
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b) Liquidity risk (continued) (240) Alguull jblio b) Liquidity risk (continued) (24U) dlguunll bbb
ayyioall dayall i go 8l 820lg & o &y3i6a)l dogsll i go Jbi 830lg &iw 3o
6aolg  lgbwyuod Sl banlg  tilgiwguad Sl
Group Carrying Less than 2-5 dcgaaoll Parent Company Carrying Less than 2-5 dcgoaoll
amount one year Years amount one year Years
RO RO RO 31 December 2015 2015 pouys 31
31 December 2016 2016 pauys 31 Trade creditors 442 664 442 664 - aijls dyjlay o3
Trade creditors 1,314,979 1,314,979 - aifls oy @od Other payables 623,086 623,086 - ol il aod
Other payables 1,023,750 1,023,750 - sl aidl> aod Accrued expenses 2,880,984 2,880,984 - d8niwo Layjlno
Accrued expenses 3,132,027 3,132,027 - d8aiwo Loyloo Term loans 11,582,627 3,869,202 7,713,425 oI pogss
Term loans 7,397,423 2,053,870 4,443,553 Joll oo Short term loan 7,273,176 7,273,176 - dodll yos oy
Short term loan 596,603 596,603 - Jodl yos o8 Directors’ remuneration 124,944 124,944 - Bl211 qulowo eloel slsl40
Directors’ remuneration 102,300 102,300 - ool guloo clirel slolao Due to related parties 409,945 409,945 - @8 le cls olb 1l @aiuo
13,567,082 9,123,529 4,443,553 23,337,426 15,624,001 7,713,425
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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 Group’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.

Currency risk

The Group is exposed to foreign currency transactions mainly due to its
subsidiary in Malaysia.

Sovereign risk

The LPG is made available to the Company from five sources at different
rates by the Ministry of Qil and Gas. Presently the Group is allocated more
from the costlier source. Any further increase in allocation from the costlier
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Equity price risk

Equity price risk arises from available-for-sale equity securities. The Group
has maintained the portfolio of available-for-sale securities listed at Muscat
Securities Market. Material investments within the portfolio are managed on
an individual basis and all buy and sell decisions are approved by the Board
of Directors.

Sensitivity analysis - equity price risk
The following table demonstrates the sensitivity of the Group’s equity to a

5% change in the price of its equity holdings, assuming all other variables in
particular foreign currency rates remain constant.

a15Loll Ggbo jlowl jhlao
dhono e degonall ol .oull dsliall aguil o dblall §géo jlewl hlao Lii

20l gl elpidl Ciljls 100 sloicl pig @olpol Jauiy dhanoll o dpagall wiljlaiiu Ul
)12l gulao o

aronbuall g el pblao - dpwbusll Julai

pgull ol (6 5% duuis pai | dcganall &dlo §98s ulws ga S Jgaall
dpin Ol sl jlewl (pb J4dug wipsiall 8L Wl PlEsl asgloall

oaguwdl e il ole pin
5% @i 63bj P pguudll

5% dpuiy

Effect on equity Effect on equity

5% increase 5% decrease

source wil adversely affect the profitability of the Group. RO RO ) ‘
31 December 2016 Parent Company and Group dcgaonllg ol @5pidl 2016 powys 31
Effect of 5% change in equity portfolio of the Group 78,613 78,613  dcgnnall aguwl krono (6 5% duuy yeill
31 December 2015 Parent Company and Group dcgaanllg ol d5pill 2015 powys 31
Effect of 5% change in equity portfolio of the Group 77,192 77,192 acganall agul hoao 6 5% duuy peill 4
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Interest rate risk

The Group is exposed to rate risk on its bank overdraft facility obtained at
commercial rates of interest. Further, the Group has short-term bank deposit,
which are interest bearing and exposed to changes in market interest rates.
The group has term loans with variable interest rates.

34 CAPITAL MANAGEMENT

The primary objective of the Group’s capital management is to ensure that
it maintains healthy capital ratios in order to support future development
of the business and maximise shareholder value. The Group manages its
capital structure and makes adjustments to it, in light of changes in economic
conditions. Group’s capital mix comprises only the shareholder’s equity. To
maintain or adjust the capital structure, the Group may adjust the dividend
payment to shareholders, return capital to shareholders or issue new shares.
No changes were made in the objectives, policies or processes during the
Year ended 31 December 2015 and 31 December 2016.
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Financial assets consist of cash and bank balances, receivables, due from
related parties and available-for-sale investments. Financial liabilities consist
of bank overdrafts, loans and payables.

The fair value of financial assets and liabilities at the reporting date
approximates their carrying amount in the statement of financial position.

Fair value hierarchy
The Group uses the following hierarchy for determining and disclosing the

fair value of financial instruments by valuation technique:

Level 1: quoted (unadjusted) prices in active markets for identical assets or
liabilities

Level 2: other techniques for which all inputs which have a significant effect
on the recorded fair value are observable, either directly or indirectly.
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NATIONAL GAS COMPANY SAOG AND ITS SUBSIDIARIES
NOTES TO THE PARENT AND CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2016

35 FAIR VALUE OF FINANCIAL INSTRUMENT (Continued)

Parent Company and Group

Available-for-sale investments

Freehold land

Fair value of derivative liability
Available-for-sale investments
Freehold land
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1 sgiusall 2 sgiuall 3 sgiuall

2016 Level 1 Level 2 Level 3

RO RO RO RO
1,572,250 1,572,250 - - aull éolio Lol
3,190,000 - 3,190,000 - oyl agalally o)l

1 sgiusall 2 (sgiusoll 3 (sgiusoll

2015 Level 1 Level 2 Level 3

RO RO RO RO
(794,717) - - (794,717) ol cilsiswall oljil U dslell daysll
1,543,842 1,543,842 - - aull éslio Lol
3,190,000 - 3,190,000 - opall agalolly gof

During the reporting period, there were no transfers between Level 1 and
Level 2 fair value measurements, and no transfers into and out of Level 3 fair

value measurements.

36 COMPARATIVE FIGURES

Certain  comparative information has been reclassified to conform to the
presentation adopted in these financial statements. Such reclassifications are
immaterial and do not affect previously reported net profit or shareholders’ equity.
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