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A’Shargiya Investment
Holding Co. (SAOG)

Management Discussion and Analysis Report for 2020

| am pleased to present the Management Discussion and Analysis Report for the year 2020.

A’Shargiya Investment Holding Co.’s principal objective is to identify, promote and nurture long-
term investments to create wealth for our shareholders. The asset allocation process adopted by the
company targets to achieve long-term returns from its key holdings and also healthy risk-adjusted
returns in the medium term from other investments.

The Company’s key holdings in the local market are held with a long-term investment perspective.
As a holding company, our vision is to create long-term value to our shareholders through our
investee companies. In order to achieve this goal, our strategy has been to act as more than just a
financial partner to our investee companies, and provide strategic guidance in achieving long-term
goals of our investee companies. This necessitates a long-term view that is not inhibited by short-
term and medium-term volatilities in the business cycle. It is to this end, the management constantly
monitors the strategic initiatives undertaken by our investee companies and the achievement of key
milestones towards this in order to assess the progress in achieving the set goals. The management
constantly monitors and analyzes the macroeconomic landscape to assess the impact and
opportunities for these companies.

The management has also allocated a certain portion of the asset portfolio towards investments that
can generate attractive returns in the medium-term with a view to balancing the short and medium
term volatility in its’ key holdings in the local market.

Operational and Financial Performance

While the Company continues to assess the medium to long-term impact of the pandemic on the
operations of the portfolio companies and determine the necessary actions, the Company also
continuously looks in to investment opportunities attractive from a risk/ reward perspective created
by dislocation in markets.

Financial Highlights (Amount in RO ‘000)
Year ended December 31, 2020 2019 % Inc./(Dec.)
Total Operating Income -13.5%
pensiing 1,165 1,347
Total Operating Expenses
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Net Profit/(Loss) before taxes - — 4.9%
Tax 77 74 4.5%
Net Profit/Loss after Tax 556 5 4.9%
Net Changes in FV of available for sale investments 758 (95) 901.4%
Total Comprehensive Income for the Year 1,303 316 311.8%
Financial Position as on December 31, 2020 2019 %Increase
/(Decrease)
Fair Value through Other comprehensive PS8 8,381 10.2%
income financial assets
Financial Assets at Fair Value through 58,439 ) NM
Profit and Loss
Lease Receivables 6,062 6,441 -5.9%
Others 1,453 1,105 31.5%
Total Assets 16,812 15,927 5.6%
Share Capital 9,000 9,000 -
Reserves and Retained Earnings 3,938 3,035 29.7%
Net Worth 12,938 12,035 7.5%
Lease Liabilities 3,580 3,583 -0.1%
Others 294 309 -5.0%
Total Equity + Liabilities 16,812 15,927
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The total assets of the company were RO 16,811,671 at the end of the year as compared to RO
15,927,077 at the end of 2019 driven by increase in fair value of FVOCI assets- as a result the
company’s Shareholder’s Equity increased 7.5% to RO 12,937,540. The book value of the company’s
equity share is 144 baizas as on December 31, 2020, compared to 134 baizas per share as on
December 31, 2019.

The company’s Profits/Losses (attributable to the parent company’s shareholders), dividend payout,
and net equity for the last five years are given below:

(Amount in RO)

Year 2020 2019 2018 2017 2016

Profit(Loss) 528,784 504,036 549,708 530,522 1,108,945

Dividend

a) Cash* Nil 450,000 450,000 450,000 450,000

b) Bonus Nil Nil Nil Nil Nil
Shares

Net Equity 12,937,540 12,035,289 12,030,902 12,879,229 15,401,450

*Subject to shareholders approval
Risk Management

The three main revenue streams of the group are investment income, lease income, and operations
& maintenance income from the Hay Al Shroouq Complex project that are exposed to different kinds
of risks. In the case of Hay Al Shroouq Complex, the risks associated with the operational phase of
the project have been adequately addressed by means of a long-term agreement with Oman LNG,
which has hitherto been satisfactory. Consequent to the complete repayment of the refinancing
transaction, the Hay AL Shroouq Complex project is no longer exposed to interest rate risk.

The investment portfolio of the company faces risks associated with financial markets such as
market risk, currency risk and interest rate risk. To address these issues, we follow a proactive
investment management policy overseen by well qualified and experienced personnel. The company
tracks markets and related news/events closely to anticipate market scenarios and their effects on
the company’s portfolio to help make investment decisions with the Investment and Nomination &
Remuneration Committee’s oversight. The decision-making is based on a rigorous and disciplined
analytical process and careful attention to risk/reward payoffs.

Investment decisions are made in accordance with a well-defined investment policy formulated after
taking into account the risks inherent in different asset classes and the long-term investment
objectives of the Company.

Since most of the overseas investments are denominated in US Dollars, t ﬁun*enﬁqu is
minimized in view of the Rial Omani’s peg to the US Dollar. Investments déqp‘mm‘até’d"m ditﬁég
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rate movements on various investments is assessed on an ongoing basis and management takes
appropriate action when required.

2021 Outlook, Opportunities, and Threats

The global GDP is estimated to have declined by 3.5% in 2020 and is projected to grow 5.5% in 2021
as per the IMF's World Economic Outlook (WEQ) Update in January 2021. The IMF forecasts Oman’s
GDP to have declined 10.0% in 2020 and further decline 0.5% in 2021.

The Sultanate’s budget for 2021 estimates total revenues at OMR 8.64 billion, an increase of 2%
compared to actual revenues in 2020. Oil and gas revenues comprise 63% of revenues at an oil price
assumption of USD 45 per barrel which is below the actual realized oil price of USD 48 per barrel in
2020. The overall public spending is estimated at RO 10.88 billion leading to a fiscal deficit target of
RO 2.24 billion- development expenditure is estimated at RO 900 million. The 2021 budget deficit is
expected to be covered by external and domestic borrowing ¢.73%, while the balance ¢.27% will be
covered by drawing on the reserves.

The positives from the budget continue to be the government’s increased focus on economic
diversification and enhancing the participation of private sector. Some of the initiatives outlined in
the budget towards this goal are presented below:

* Implementing measures aimed at rationalizing spending and increasing its efficiency

e Controlling the deficit and aim to record a budget surplus by the year 2025 as per the tenth
five-year plan

e Seeking innovative means to finance government projects and services, mainly through
partnership between the public and private sector

® The spending on basic services, such as education, health care, housing and social welfare,
continues to rise, reaching 40% of public spending in 2021 Budget

e The tenth five- year development plan (FDP) sets a target for growth in GDP of non-oil
activities by focusing on sectors such as manufacturing industries with high technological
content, agriculture and fisheries, fish farming, food processing, transport, tourism, storage
and logistics

These are expected to boost the economy in the long-term and usher new investment opportunities.

Against this backdrop, we anticipate the following opportunities and threats to the company’s
business in 2021.

Opportunities




identified sectors in increasing their contribution to the economy. Also, the pandemic has created
attractive opportunities in certain asset classes both inside and outside Oman which the
management will explore to capitalize.

Threats

The company’s performance is dependent on the operating performance of the portfolio companies
and also the performance of financial markets. Since the company’s investment outlook is long-term
in nature, short-term volatilities are not expected to have a lasting impact on the portfolio. The
Company constantly monitors adverse movements in the key variables that affect its investments,
and takes necessary timely actions to minimize losses and preserve capital in such scenarios.

Other matters
Corporate governance

The company has taken necessary steps to comply with the corporate governance norms in line with
the guidelines of the Capital Market Authority. The Corporate Governance Report for the year 2020
has been reviewed by the company's statutory auditor and forms part of the annual report.

Internal controls

The company has designed and implemented its internal control systems and mechanisms based on
the specific business requirements and these have been working satisfactorily. They include manuals
for different operating functions outlining the policies and procedures. Adherence to the provisions
in the various manuals is monitored on a regular basis.

Personnel and Omanization

The company is staffed by personnel who are well qualified, experienced, and skilled. Omanization
has remained at the same level as the previous year at 63%. It is the company’s constant endeavor
to strengthen and improve the skill sets of its human resources to meet the increasing challenges in
the investment environment.
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Pandidurai Marimuthu
Acting Chief Executive Officer
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