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2  BUSINESS REVIEW
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3  FINANCIAL HIGHLIGHTS
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OMAN POWER AND WATER PROCUREMENT COMPANY SAOC 
3 

Statement of financial position   
at 31 December 2014 
  2014 2013 
 Notes RO ’000 RO ’000 
ASSETS    
Non-current assets    
Property, plant and equipment 6 179,801 90,284 
Finance lease receivables 7 401 941 
Deferred tax assets 17 1,601 1,214 
Advance payments 8 14,099 15,668 
    
Total non-current assets  195,902 108,107 
    
Current assets    
Inventories  567 567 
Trade and other receivables 9 66,983 48,814 
Finance lease receivables 7 540 565 
Cash and cash equivalents 10 6,009 4,098 
    
Total current assets  74,099 54,044 
    
Total assets  270,001 162,151 

EQUITY     
Capital and reserves    
Share capital 11 500 500 
Legal reserve 12 167 167 
General reserve 13 250 250 
Accumulated losses  (22,634) (20,769) 
Shareholder’s funds 14 16,941 16,941 
    
Total equity  (4,776) (2,911) 
    
LIABILITIES    
Non-current liabilities    
Finance lease liabilities  15 183,947 99,372 
Provisions 16 569 567 
    
Total non-current liabilities  184,516 99,939 
    
Current liabilities    
Trade and other payables 18 52,070 46,973 
Finance lease liabilities 15 23,944 17,848 
Provisions 16 117 128 
Provision for current tax 25 130 174 
Short term loan 19 14,000 - 
    
Total current liabilities  90,261 65,123 
    
Total liabilities  274,777 165,062 
    
Total equity and liabilities  270,001 162,151 

_______________________ _________________________ ___________________________ 
Hamdan Bin Ali Al Hinai         Saleh Bin Nasser Al Rumhi Ahmed Bin Saleh Al Jahadhami 
Chairman                                         Member Chief Executive Officer 
The accompanying notes form an integral part of these financial statements. 
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OMAN POWER AND WATER PROCUREMENT COMPANY SAOC 
4 

Statement of profit or loss and other comprehensive income 
for the year ended 31 December 2014 

 Notes 2014 2013 
  RO’000 RO’000 

Income    
Revenue  20 472,691 467,856 
Operating costs 21 (452,385) (449,104) 
    
Gross profit    20,306 18,752 
General and administrative expenses 22 (4,229)  (3,914) 
Other income  - 12 

    
Profit from operations  16,077 14,850 
Finance income 23 210 313 
Finance costs 24 (18,410)  (16,253)  

    
Loss before tax  (2,123) (1,090) 
Taxation 25 258 5,011 

    
(Loss) / profit for the  year and total comprehensive income  (1,865) 3,921 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
The accompanying notes form an integral part of these financial statements.
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OMAN POWER AND WATER PROCUREMENT COMPANY SAOC 
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Statement of cash flows  
for the year ended 31 December 2014 
 2014 2013 
 RO’000 RO’000 
Cash flows from operating activities   
Loss before tax (2,123) (1,090) 
Adjustments for:   
Depreciation on property, plant and equipment 20,715 17,539 
Interest expense 382           118 
Interest on finance leases 18,028      16,135 
Advance payments amortised 1,569        1,257 
Write off of property, plant and equipment -             40 
Provision for employee benefits expense 120           143 
   
Operating cash flows before working capital changes 38,691 34,142 
Working capital changes:   
 Trade and other receivables (18,170) (7,108) 
Receipt of finance lease rental 565 588 
Trade and other payables 5,097 (13,568) 
   
Cash generated from operating activities 26,184 14,054 
Payment of employee benefits (129) (148) 
Income tax paid (174)        (101) 
   
Net cash from operating activities 25,881  13,805 
   
Cash flows from investing activities 
Proceeds from sale of property, plant and equipment - 2 
Purchase of property, plant and equipment (85) (325) 

   
Net cash used in investing activities (85) (323) 
   
Cash flows from financing activities
Interest paid (18,410) (16,252) 
Repayment of lease liabilities    (19,475)    (16,678) 
Short term loan 14,000 - 

   
Net cash used in financing activities (23,885) (32,930) 
 
Net change in cash and cash equivalents 1,911  (19,448) 
Cash and cash equivalents at the beginning of the year 4,098    23,546 
 
Cash and cash equivalents at the end of the year (Note 10) 6,009    4,098 

 

 
The accompanying notes form an integral part of these financial statements. 
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Notes to the financial statements 
for the year ended 31 December 2014  
 
 

 

1. General 
 
Oman Power and Water Procurement Company SAOC (the “Company”) is a closely held 
Omani joint stock company registered under the Commercial Companies Law of Oman.  
 
The establishment and operations of the company are governed by the provisions of the Law for 
the Regulation and Privatisation of the Electricity and Related Water Sector (the “Sector Law”) 
promulgated by Royal Decree 78/2004 and amended by Royal Decree 59/2009. 
 
The Company is primarily undertaking procurement activities pertaining to electricity and related 
desalinated water and the supervision of the Salalah concession under a licence issued by the 
Authority for Electricity Regulation, Oman (AER). 
 
The Company commenced its operations on 1 May 2005 (the Transfer Date) following the 
implementation of a decision of the Ministry of National Economy (the Transfer Scheme) issued 
pursuant to Royal Decree 78/2004. 
 
Oman Power and Water Procurement Company SAOC is a 99.99% subsidiary of Electricity 
Holding Company SAOC (Holding company / Parent company). 
 
 

2. Adoption of new and revised International Financial Reporting Standards 
(IFRS) 
 

2.1  New and revised IFRSs applied with no material effect on the financial statements 
 
The following new and revised IFRSs, which became effective for annual periods beginning on or 
after 1 January 2014, have been adopted in these financial statements. The application of these 
revised and new IFRSs have not had any material impact on the amounts reported for the current 
and prior years but may affect the accounting for future transactions or arrangements. 
 

• Amendments to IAS 32 Financial Instruments: Presentation relating to application guidance on the 
offsetting of financial assets and financial liabilities. 

 
• Amendments to IAS 36 recoverable amount disclosures: The amendments restrict the 

requirements to disclose the recoverable amount of an asset or CGU to the period in which an 
impairment loss has been recognised or reversed. They also expand and clarify the disclosure 
requirements applicable when an asset or CGU’s recoverable amount has been determined on the 
basis of fair value less costs of disposal. 

  
• Amendments to IAS 39 Financial Instruments: Recognition and   Measurement, Novation of 

Derivatives and Continuation of Hedge Accounting. 
 The amendment allows the continuation of hedge accounting when a derivative is novated to a 

clearing counterparty and certain conditions are met. 
 
• Amendments to IFRS 10, IFRS 12 and IAS 27 – Guidance on Investment Entities on                

31 October 2012, the IASB published a standard on investment entities, which amends IFRS 10, 
IFRS 12, and IAS 27 and introduces the concept of an investment entity in IFRSs. 
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Notes to the financial statements 
for the year ended 31 December 2014 (continued) 
 
 

 

2. Adoption of new and revised International Financial Reporting Standards 
(IFRS) (continued) 

 
2.2  New and revised IFRSs in issue but not yet effective and not early adopted 
 

New and revised IFRSs Effective for annual periods 
beginning on or after 

  
Amendments to IFRS 7 : Disclosures relating to 
disclosures about the initial application of IFRS 9. 
 

When IFRS 9 is first applied 
 

IFRS 7 : Additional hedge accounting disclosures (and 
consequential amendments) resulting from the introduction of the hedge 
accounting chapter in IFRS 9. 
 

When IFRS 9 is first applied 
 

IFRS 9 Financial Instruments (2009) issued in November 2009 introduces 
new requirements for the classification and measurement of financial assets. 
IFRS 9 Financial Instruments (2010) revised in October 2010 includes the 
requirements for the classification and measurement of financial liabilities, 
and carrying over the existing derecognition requirements from IAS 39 
Financial Instruments: Recognition and Measurement. 
 
IFRS 9 Financial Instruments (2013) was revised in November 2013 to 
incorporate a hedge accounting chapter and permit the early application of the 
requirements for presenting in other comprehensive income the own credit 
gains or losses on financial liabilities designated under the fair value option 
without early applying the other requirements of IFRS 9. 
 

1 January 2018 

Finalised version of IFRS 9 (IFRS 9 Financial Instruments (2014)) was issued 
in July 2014 incorporating requirements for classification and measurement, 
impairment, general hedge accounting and derecognition. 
 
IFRS 9 (2009) and IFRS 9 (2010) were superseded by IFRS 9 (2013) and 
IFRS 9 (2010) also superseded IFRS 9 (2009). IFRS 9 (2014) supersedes all 
previous versions of the standard. The various standards also permit various 
transitional options. Accordingly, entities can effectively choose which parts 
of IFRS 9 they apply, meaning they can choose to apply: (1) the classification 
and measurement requirements for financial assets: (2) the classification and 
measurement requirements for both financial assets and financial liabilities: 
(3) the classification and measurement requirements and the hedge accounting 
requirements provided that the relevant date of the initial application is before 
1 February 2015. 
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Notes to the financial statements 
for the year ended 31 December 2014 (continued) 
 
 

 

2. Adoption of new and revised International Financial Reporting Standards 
(IFRS) (continued) 

 
2.2  New and revised IFRSs in issue but not yet effective and not early adopted (continued) 

 
New and revised IFRSs Effective for annual periods 

beginning on or after   
IFRS 15 Revenue from Contracts with Customers 
 
In May 2014, IFRS 15 was issued which established a single 
comprehensive model for entities to use in accounting for revenue 
arising from contracts with customers. IFRS 15 will supersede the 
current revenue recognition guidance including IAS 18 Revenue, IAS 
11 Construction Contracts and the related interpretations when it 
becomes effective. 
 

The core principle of IFRS 15 is that an entity should recognize 
revenue to depict the transfer of promised goods or services to 
customers in an amount that reflects the consideration to which the 
entity expects to be entitled in exchange for those goods or services. 
Specifically, the standard introduces a 5-step approach to revenue 
recognition: 
 

 Step 1: Identify the contract(s) with a customer. 
 Step 2: Identify the performance obligations in the contract. 
 Step 3: Determine the transaction price. 
 Step 4: Allocate the transaction price to the performance obligations in the 

contract. 
 Step 5: Recognise revenue when (or as) the entity satisfies a performance 

obligation. 
 
Under IFRS 15, an entity recognises when (or as) a performance 
obligation is satisfied, i.e. when ‘control’ of the goods or services 
underlying the particular performance obligation is transferred to the 
customer. Far more prescriptive guidance has been added in IFRS 15 to 
deal with specific scenarios. Furthermore, extensive disclosures are 
required by IFRS 15. 
 

1 January 2017 
 

Annual Improvements to IFRSs 2012 - 2014 Cycle that include 
amendments to IFRS 5, IFRS 7, IAS 19 and IAS 34. 

1 July 2016 

Amendments to IAS 16 and IAS 38 to clarify the acceptable methods 
of depreciation and amortization. 

1 January 2016 
 

Amendments to IFRS 11 to clarify accounting for acquisitions of 
Interests in Joint Operations. 

1 January 2016 
 

Amendments to IAS 16 and IAS 41 require biological assets that meet 
the definition of a bearer plant to be accounted for as property, plant 
and equipment in accordance with IAS 16. 

1 January 2016 
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Notes to the financial statements 
for the year ended 31 December 2014 (continued) 
 
 

 

2. Adoption of new and revised International Financial Reporting Standards 
(IFRS) (continued) 

 
2.2  New and revised IFRSs in issue but not yet effective and not early adopted (continued) 
 

New and revised IFRSs Effective for annual periods 
beginning on or after   

Amendments to IFRS 10 and IAS 28 clarify that the recognition of the 
gain or loss on the sale or contribution of assets between an investor 
and its associate or joint venture depends on whether the assets sold 
or contributed constitute a business.  
 

1 January 2016 

Amendments to IAS 27 allow an entity to account for investments in 
subsidiaries, joint ventures and associates either at cost, in accordance 
with IAS 39/IFRS 9 or using the equity method in an entity’s separate 
financial statements.  
 

1 January 2016 

Amendments to IFRS 10, IFRS 12 and IAS 28 clarifying certain 
aspects of applying the consolidation exception for investment 
entities.   
 

1 January 2016 

Amendments to IAS 1 to address perceived impediments to preparers 
exercising their judgment in presenting their financial reports.  
 

1 January 2016 

Annual Improvements to IFRSs 2010 - 2012 Cycle that includes 
amendments to IFRS 2, IFRS 3, IFRS 8, IFRS 13, IAS 16, IAS 38 and 
IAS 24. 

1 July 2014 

Annual Improvements to IFRSs 2011 - 2013 Cycle that includes 
amendments to IFRS 1, IFRS 3, IFRS 13 and IAS 40. 
 

1 July 2014 

Amendments to IAS 19 Employee Benefits clarify the requirements 
that relate to how contributions from employees or third parties that 
are linked to service should be attributed to periods of service. 
 

1 July 2014 
 

 
Management anticipates that these new standards, interpretations and amendments will be 
adopted in the Company’s financial statements for the period beginning 1 January 2015 or as 
and when they are applicable and adoption of these new standards, interpretations and 
amendments, except for IFRS 9 and IFRS 15, may have no material impact on the financial 
statements of the Company in the period of initial application. 
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Notes to the financial statements 
for the year ended 31 December 2014 (continued) 
 
 

 

3. Summary of significant accounting policies 
 
Statement of compliance 
 
The financial statements have been prepared in accordance with International Financial Reporting 
Standards, (IFRS) Oman and the requirements of the Commercial Companies Law of 1974 as 
amended. 
 
Basis of preparation 
 
The financial statements have been prepared on the historical cost basis except the finance lease 
payable and receivable which are valued at amortised cost and certain financial instruments 
initially measured at fair value. 
 
Historical cost is generally based on the fair value of the consideration given in exchange for 
goods and services. 
 
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, regardless of whether 
that price is directly observable or estimated using another valuation technique. In estimating the 
fair value of an asset or a liability, the Company takes into account the characteristics of the asset 
or liability if market participants would take those characteristics into account when pricing the 
asset or liability at the measurement date. Fair value for measurement and/or disclosure purposes 
in these financial statements is determined on such a basis, except for leasing transactions that are 
within the scope of IAS 17. 
 
In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 
2 or 3 based on the degree to which the inputs to the fair value measurements are observable and 
the significance of the inputs to the fair value measurement in its entirety, which are described as 
follows: 
 
•  Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or 

liabilities that the entity can access at the measurement date; 
 
•   Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable 

for the asset or liability, either directly or indirectly; and 
 
•  Level 3 inputs are unobservable inputs for the asset or liability.  
 
The preparation of financial statements in conformity with IFRS requires the use of certain critical 
accounting estimates. It also requires management to exercise its judgement in the process of 
applying the Company’s accounting policies. The areas involving a higher degree of judgement or 
areas where assumptions and estimates are significant to the financial statements are disclosed in 
note 4. 
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3.      Summary of significant accounting policies (continued) 
 
Basis of preparation (continued) 
 
As at 31 December 2014 the total liabilities of the Company exceeded the total assets by RO 
4.776 million (2013: RO 2.911 million). Management believes that the negative net equity arises 
only from the accounting for leases and and the company is solvent under the regulatory 
framework in which it operates. As at 31 December 2014, current liabilities of the Company 
exceeded its current assets by RO 16.162 million (2013: RO 11.079 million). The Parent company 
has confirmed that it will provide the necessary financial support to enable the Company to 
continue to operate as a going concern for the foreseeable future and to discharge its liabilities to 
other parties, as they fall due. Accordingly, these financial statements are prepared on a going 
concern basis. 
 
The principal accounting policies are set out below. 
 
Foreign currency translation 
 
Items included in the Company’s financial statements are measured and presented using Rials 
Omani which is the currency of the Sultanate of Oman, being the economic environment in which 
the Company operates (the functional currency). The financial statements are prepared in Rials 
Omani, rounded to the nearest thousand.  
 
Foreign currency transactions are translated into the functional currency using the exchange rates 
prevailing at the transaction date. Foreign exchange gains and losses resulting from the settlement 
of such transactions and from the translation at year-end exchange rates of monetary assets and 
liabilities denominated in foreign currencies are recognised in the profit or loss as they arise. 
 
Property, plant and equipment 
 
Property, plant and equipment are stated at cost less accumulated depreciation and any identified 
impairment loss. Borrowing costs which are directly attributable to the acquisition of items of 
property, plant and equipment, are capitalised. 
 

Expenditure incurred to replace a component of an item of property, plant and equipment is 
capitalised if it is probable that the future economic benefits embodied within the part will flow to 
the Company, and its cost can be measured reliably. All other maintenance expenditure is 
recognised in the profit or loss as an expense as and when incurred. 
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3.      Summary of significant accounting policies (continued) 
 
Property, plant and equipment (continued) 

 

Depreciation is recognised in the profit or loss on a straight-line basis over the estimated useful 
lives of each part of an item of property, plant and equipment, since this most closely reflects the 
expected pattern of consumption of the future economic benefits embodied in the asset.  
 
The principal estimated useful lives used for this purpose are: 
 
Assets Years   
Finance lease assets 13 - 20 
Furniture and equipment    2- 5 
Motor vehicles 7 
 

Work-in-progress is stated at cost. When the underlying asset is ready for use in its intended 
condition and location, work-in-progress is transferred to the appropriate property, plant and 
equipment category and depreciated in accordance with the depreciation policy of the Company. 
 
Financial instruments 
 
Financial assets and financial liabilities are recognised on the Company’s balance sheet when the 
Company becomes a party to the contractual provisions of the instrument. 

Non-derivative financial instruments comprise, trade and other receivables, receivables from 
related parties, cash and cash equivalents, loans and borrowings, and trade and other payables.   
 
Non-derivative financial instruments are recognised initially at fair value plus, for instruments not 
at fair value through profit or loss, any directly attributable transaction costs.  
 
Subsequent to initial recognition, non-derivative financial instruments are measured at amortised 
cost using the effective interest rate method, less any impairment losses. 
 
Impairment 
 

Financial assets are assessed for indicators of impairment at each reporting date. Financial assets 
are impaired where there is objective evidence that, as a result of one or more events that occurred 
after the initial recognition of the financial asset, the estimated future cash flows of the investment 
have been impacted. 
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3. Summary of significant accounting policies (continued) 
 
Impairment (continued) 
 
For financial assets, objective evidence of impairment could include: 
 

significant financial difficulty of the counterparty;  
default or delinquency in payments; or 
it becomes probable that the borrower will enter bankruptcy or financial reorganisation. 

 
For certain categories of financial assets, such as trade receivables that are assessed not to be 
impaired individually are subsequently assessed for impairment on a collective basis.  
 
Objective evidence of impairment for a portfolio of receivables could include the Company’s past 
experience of collecting payments, an increase in the number of delayed payments in the portfolio 
past the credit period as well as observable changes in national or local economic conditions that 
correlate with defaults on receivables. 
 
The carrying amount of the financial asset is reduced by the impairment loss directly for all 
financial assets with the exception of trade receivables, where the carrying amount is reduced 
through the use of an allowance account. 
 
When a trade receivable is considered uncollectible, it is directly written off after obtaining 
appropriate approvals. Subsequent recoveries of amounts previously written off are credited to the 
profit or loss.  
 

The carrying amounts of the Company’s non-financial assets other than inventories are reviewed 
at each reporting date to determine whether there is any indication of impairment. If any such 
indications exist then the asset’s recoverable amount is estimated.   
 
An impairment loss is recognised if the carrying amount of an asset or cash generating unit 
exceeds its value in use and its fair value less costs to sell. In assessing the 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. 
Impairment losses recognised in prior periods are assessed at each reporting date for any 
indications that the loss has decreased or no longer exists. An impairment loss is reversed if there 
has been a change in estimates used to determine the recoverable amount.  
 
An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed 
the carrying amount that would have been determined, net of depreciation or amortisation, if no 
impairment loss had been recognised.  
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3. Summary of significant accounting policies (continued) 
 
Inventories 

 
Inventories are stated at the lower of cost and net realisable value. Costs comprise purchase cost 
and where applicable, direct labour costs and those overheads that have been incurred in bringing 
the inventories to their present location and condition. Cost is calculated principally using the 
weighted average method.  
 
Trade and other receivables  
 
Trade and other receivables are stated at their fair value. Trade receivables are initially recognised 
at fair value and subsequently are stated at amortised cost using the effective interest rate method 
less impairment losses. A provision for impairment of trade receivables is established when there 
is objective evidence that the Company will not be able collect all amounts due according to the 
original terms of receivables. Significant financial difficulties of the debtor, probability that the 
debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments 
are considered indicators that the trade receivable is impaired. The amount of the provision is the 
difference between the asset’s carrying amount and the present value of estimated future cash 
flows, discounted at the effective interest rate. The amount of the provision is recognised in the 
profit or loss within ‘general and administration expenses’.   
 
Cash and cash equivalents 
 
Cash and cash equivalents comprise cash on hand and demand deposits. Cash equivalents are 
short term, highly liquid investments that are readily convertible to known amount of cash, which 
are subject to an insignificant risk of changes in value and have maturity of three months or less at 
the date of placement. 

 
Trade payables 
 
Trade payables are obligations to pay for goods or services that have been acquired in the ordinary 
course of business from suppliers. Accounts payable are classified as current liabilities if payment 
is due within one year or less (or in the normal operating cycle of the business if longer). If not, 
they are presented as non-current liabilities. 
 
Liabilities are recognised for amounts to be paid for goods and services received, whether or not 
billed to the Company.  

 
Taxation  
 
Income tax is calculated as per the fiscal regulations of the Sultanate of Oman. 
               
Current tax is the expected tax payable on the taxable income for the year, using the tax rates 
enacted or substantially enacted at the reporting date, and any adjustment to income tax payable in 
respect of previous years.   
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3. Summary of significant accounting policies (continued) 
 
Taxation (continued) 
 
Deferred tax is provided using the liability method, providing for temporary differences between 
the carrying amounts of assets and liabilities for financial reporting purposes and the amounts 
used for income tax purposes. Deferred tax is calculated on the basis of the tax rates that are 
expected to apply to the year when the asset is realised or the liability is settled based on tax rates 
(and tax laws) that have been enacted or substantially enacted by the reporting date. The tax 
effects on the temporary differences are disclosed under non-current liabilities as deferred tax. 
 
A deferred tax asset is recognised only to the extent that it is probable that future taxable profits 
will be available against which the unused tax losses and credits can be utilised. The carrying 
amount of deferred tax assets is reviewed at reporting date and reduced to the extent that it is no 
longer probable that the related tax benefit will be realised. Deferred tax assets and liabilities are 
offset when there is a legally enforceable right to set off. 
 
Current and deferred tax is recognised as an expense or benefit in the statement of profit or loss 
and other comprehensive income except when they relate to items credited or debited directly to 
equity, in which case the tax is recognised directly in equity. 
 
Employee benefits 
 
A liability is recognised for benefits accruing to employees in respect of wages, salaries and 
annual leave when it is probable that settlement will be required and they are capable of being 
measured reliably. 
 
Liabilities recognised in respect of employee benefits are measured at their nominal value using 
the current remuneration. 
 
Provision for employee benefits is accrued having regard to the requirements of the Oman Labour 
Law 2003, as amended, or in accordance with the terms and conditions of the employment 
contract with the employees, whichever is higher. Employee entitlements to annual leave are 
recognised when they accrue to employees and an accrual is made for the estimated liability 
arising as a result of services rendered by employees up to the reporting date. These accruals are 
included in current liabilities, while that relating to end of service benefits is disclosed as a  
non-current liability. 
 
End of service benefit for Omani employees are contributed in accordance with the terms of the 
Social Securities Law 1991 and Civil Service Employees Pension Fund Law. Gratuity for Omani 
employees who transferred from the Ministry of Housing, Electricity and Water on 1 May 2005 is 
calculated based on the terms expected to be agreed between the Holding Company and the 
Government. An accrual has been made and is classified as a non-current liability in the statement 
of financial position. 
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3.      Summary of significant accounting policies (continued) 
 
Leases  
 
Company as a lessee 

Leases in which a significant portion of the risks and rewards of ownership are retained by the 
lessor are classified as operating leases. Payments made under operating leases are charged to the 
profit or loss on a straight-line basis over the period of the lease. 

Leases of property, plant and equipment, where the Company has substantially all the risks and 
rewards of ownership, are classified as finance leases. Finance leases are capitalised at the lease’s 
commencement at the lower of the fair value of the leased property and the present value of the 
minimum lease payments. The related property, plant and equipment is capitalised and 
depreciated in accordance with the applicable accounting policies of the Company. 
 
Each lease payment is allocated between the liability and finance charges. The interest element of 
the finance cost is charged to the profit or loss over the lease period so as to produce a constant 
periodic rate of interest on the remaining balance of the liability for each period.  
 
Company as a lessor 
 
Amounts due from lessees under finance leases are recognised as receivables at the amount of the 
Company’s net investment in the leases. Finance lease income is allocated to accounting periods 
so as to reflect a constant periodic rate of return on the Company's net investment outstanding in 
respect of the leases. 
 
Revenue  
 
Revenue is recognised to the extent of maximum allowed revenue (MAR) by the regulatory 
formula in accordance with the Company’s licensing requirements. Actual regulated revenue in 
excess of the maximum allowed by the regulatory formula in accordance with the licensing 
requirements is deferred to the subsequent year and is shown under trade and other payables. 
Conversely, any deficit is recognised in the year and is shown under trade and other receivables.  
 
Revenue also includes the funding received from Ministry of Finance (MOF) in respect of cost 
relating to the Salalah business. 
 
Finance costs 
 
Finance costs directly attributable to the acquisition, construction or production of an asset that 
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalised 
as part of the cost of the respective asset. All other finance costs are expensed in the period in which 
they occur. Borrowing costs consist of interest and other costs that the Company incurs in connection 
with the borrowing of funds. 



A N N U A L  R E P O R T  2 0 1 4

OMAN POWER AND WATER PROCUREMENT COMPANY SAOC 
18 

Notes to the financial statements 
for the year ended 31 December 2014 (continued) 
 
 

 

4.     Significant accounting estimates and judgment 
 
The preparation of financial statements in conformity with IFRS requires the use of certain critical 
accounting estimates. It also requires management to exercise its judgment in the process of 
applying the Company’s accounting policies. The Company makes estimates and assumptions 
concerning the future. The resulting accounting estimates will, by definition, seldom equal the 
related actual results.  

 
Estimates and judgments are continually evaluated and are based on historical experience and 
other factors, including expectations of future events that are believed to be reasonable under the 
circumstances. The areas requiring a higher degree of judgment or complexity, or areas where 
assumptions and estimates are significant to the financial statements are set out below:  

Depreciation is charged so as to write off the cost of assets over their estimated useful lives. The 
assets held under finance leases are depreciated over the term of the lease.  

The Company makes provision for deferred tax liability during the term of the power purchase 
agreement, arising primarily due to timing difference between the cost as per regulatory 
framework based on which revenue is determined and the lease cost as per IAS 17. 
 

The Company has entered into the power purchase agreements with the Power Generation 
Companies. In accordance with the criteria provided in IFRIC 4, “Determining Whether an 
Arrangement Contains a Lease” (“IFRIC 4”), the Company assesses whether PPA agreement 
conveys a right to use an asset meets the definition of a lease. The determination of whether an 
arrangement is (or contains) a lease is based on the substance of the arrangement at the inception 
date. The arrangement is assessed for whether fulfilment of the arrangement is dependent on the 
use of a specific asset or assets or the arrangement conveys a right to use the asset or assets, even 
if that right is not explicitly specified in an arrangement. Based on the assessment the PPA is 
classified either as finance leases or operating leases. Leases are classified according to the 
arrangement and to the underlying risks and rewards specified therein in line with IAS 17. 
 
 

5 Financial risk management   
 
The Company’s activities expose it to a variety of financial risks: market risk (including price risk, 
foreign currency risk and interest rate risk), liquidity risk and credit risk. However, the Company’s 
overall risk management programme focuses on the unpredictability of financial markets and 
seeks to minimise potential adverse effects on the Company’s financial performance.  
 
Credit risk, liquidity risk and market risk management is carried out by the Company under 
policies approved by the Board of Directors. The Board provides written principles for overall risk 
management, as well as written policies covering specific areas, such as foreign exchange risk, 
interest rate risk, use of derivative financial instruments and non-derivative financial instruments, 
and investment of excess liquidity. 
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5 Financial risk management (continued) 
 
Financial risk factors 
  
Market risk 

Price risk 
 

The Company sells electricity to licensed distributors, and water to water departments, according 
to bulk supply tariffs determined annually by the Company and approved by the Authority for 
Electricity Regulation, Oman (AER). The Company determines bulk supply tariffs according to 
the cost-plus method following the principles as per its licence. Hence, the Company is not subject 
to significant price risk. 

 
Foreign currency risk 

 
Foreign exchange risk arises when future commercial transactions or recognised assets or 
liabilities are denominated in a currency that is not the entity’s functional currency. The Company 
is exposed to foreign exchange risk arising from currency exposures primarily with respect to the 
US Dollar. The Rial Omani is pegged to the US Dollar. Since most of the Company’s foreign 
currency transactions are in US Dollars or other currencies linked to the US Dollar management 
believes that exchange rate fluctuations would have an insignificant impact on the Company’s pre-
tax profit.  
 
Interest rate risk 

 
The Company has deposits which are interest bearing and are exposed to changes in market 
interest rates. The Company carries out periodic analysis and monitors the market interest rates 
fluctuations taking into consideration the Company’s needs. The Company’s borrowings are short 
term in nature and subject to current market rates of interest. The Company is not significantly 
exposed to interest rate fluctuations as the interest rate on the overdraft facility is at fixed rate and 
is due for renewal in June 2016. 
 
Liquidity risk 
 
Prudent liquidity risk management implies maintaining sufficient cash and the availability of 
funding from an adequate amount of committed credit facilities. The management maintains 
flexibility in funding by maintaining availability under committed credit lines. The management 
monitors the Company’s liquidity by forecasting the expected cash flows.  
 
The table below analyses the Company’s financial liabilities that will be settled on a net basis into 
relevant maturity grouping based on the remaining period at the reporting date to the contractual 
maturities date. The amounts disclosed in the table are the contractual undiscounted cash flows. 
Balances due within twelve months equal their carrying balances, as the impact of discounting is 
not significant. 
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5 Financial risk management (continued) 
 

Financial risk factors (continued) 
 
Liquidity risk (continued) 
 
The following are contractual undiscounted cash flows associated with financial liabilities. 
 
 
31 December 2014 

 
Total 

Less than 
1 month 

1 - 3 
months 

3 months 
 to 1 year 

1 - 5   
years 

More than 
5  years 

 RO’000 RO’000 RO’000 RO’000 RO’000 RO’000 
Interest bearing       
Finance lease liabilities 322,359 3,685 7,371 33,168 158,915 119,220 
Short term loan 14,000 - 14,000 - - - 
Non-interest bearing       
Trade and other payables 36,529 36,044 - 485 - - 
Suppliers and contractors payables 87 55 32 - - - 
       
 372,976 39,784 21,403 33,653 158,915 119,220 

 
31 December 2013 
       
Interest bearing       
Finance lease liabilities 166,200 2,651 5,302 23,858 119,384 15,005 
Non-interest bearing       
Trade and other payables 37,496 36,587 - 909 - - 
Suppliers and contractors payables 893 885 5 3 - - 
       
 204,589 40,123 5,307 24,770 119,384 15,005 

 
Credit risk  
 
Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial 
instrument fails to meet its contractual obligations. The credit risk of the Company is primarily 
attributable to trade and other receivables, bank deposits and bank balances.  

Trade and other receivables  
 
The Company’s exposure to credit risk on trade and other receivables is influenced mainly by the 
individual characteristics of each customer. The Company has established credit policies and 
procedures that are considered appropriate and commensurate with the nature and size of 
receivables. Trade receivables primarily represent amount due from generation and distribution 
companies and related parties. The Company does not consider this as an undue exposure since 
obligation of generation and distribution companies is considered fully recoverable.  



53

OMAN POWER AND WATER PROCUREMENT COMPANY SAOC 
21 

Notes to the financial statements 
for the year ended 31 December 2014 (continued) 
 
 

 

5 Financial risk management (continued) 
 

Financial risk factors (continued) 
 
Credit risk (continued) 
 
Trade and other receivables (continued) 
 
The exposure to credit risk for trade receivables at the reporting date by type of customer is: 
 
 2014 2013 
 RO’000 RO’000 
   
Trade receivables from related parties  37,170 32,791 
Trade receivables – water sales 25,603 15,394 
Finance lease receivables from a related party 941 1,506 
   
 63,714 49,691 

 
The age of trade receivables and related impairment loss at the reporting date is: 
 
  

 
Gross 

 
 

Impaired 

Past due  
but not  

impaired 

 
 

Gross 

 
 

Impaired 

Past due  
but not  

impaired 
 RO ’000 RO ’000 RO ’000 RO ’000 RO ’000 RO ’000 
       
Not past due 39,755 - - 36,070 - - 
1 - 3 months 3,387 - 3,387 3,634 -     3,634 
3 months to 1 year 4,241 - 4,241 8,481 - 8,481 
More than a year 15,388 - 15,388 - - - 
       
 62,773 - 23,016 48,185 - 12,115 

 
Trade receivables are due within one month from the date of invoicing. 
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5 Financial risk management (continued) 
 
Financial risk factors (continued) 

Credit risk (continued) 

The Company’s banks accounts are placed with financial institutions with a minimum credit rating 
of P-1 (Moody’s Investors Service). 
 
The carrying amount of financial assets represents the maximum credit exposure. The exposure to 
credit risk at the reporting date is on account of: 
 2014 2013 
Loans and receivable RO’000 RO’000 
Assets as per statement of financial position   
Finance lease receivables 941 1,506 
Trade receivables 62,773 48,185 
Other receivables 54 477 
Cash at bank 6,009 4,095 
   
 69,777 54,263 

 
Categories of financial instruments 
Financial assets   
   
Loans and receivable   
  Trade receivables 62,773 48,185 
  Cash at bank 6,009 4,095 
  Finance lease receivables from a related party 941 1,506 
  Other receivables 54 477 
   
 69,777 54,263 

Financial Liabilities   
   
Financial liabilities held at amortised cost   
  Finance lease payable 207,891 117,220 
  Short term loan 14,000 - 
  Trade and other payables  36,529 37,496 
   
 258,420 154,716 
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5 Financial risk management (continued) 
 
Capital risk management 
 
The Company’s objectives when managing capital are to safeguard the Company’s ability to 
continue as a going concern and to provide an adequate return to shareholders.  
 
The Board’s policy is to maintain a strong capital base so as to maintain creditor and market 
confidence and to sustain future development of the business.  The capital structure of the 
Company comprises share capital, reserves, retained earnings and shareholders’ funds. The 
Company is not subject to external imposed capital requirements. 
 
The Company sets the amount of capital in proportion to risk. The Company manages the capital 
structure and makes adjustments to it in the light of changes in economic conditions and the risk 
characteristics of the underlying assets. 
 
Fair value estimation 
 
The fair values of the financial assets and liabilities are not materially different from their carrying 
values. 

 
 



A N N U A L  R E P O R T  2 0 1 4
56

OMAN POWER AND WATER PROCUREMENT COMPANY SAOC 
24 

Notes to the financial statements 
for the year ended 31 December 2014 (continued) 
 
 

 

6 Property, plant and equipment 
 
 Finance  

lease 
assets 

Furniture  
and  

equipment 

 
Motor 

vehicles 

 
Work-in- 
progress 

 
 

Total 
 RO ’000 RO ’000 RO ’000 RO ’000 RO ’000 
Cost       
1 January 2013 269,342 523 115 22 270,002 
Additions - 325 - - 325 
Transfers (Note 7) (28,538) 22 - (22) (28,538) 
Disposal - (244) (16) - (260) 
             
1 January 2014 240,804 626 99 - 241,529 
Additions 110,147 85 - - 110,232 
             
31 December 2014 350,951 711 99 - 351,761 
      
Depreciation      
1 January 2013 152,706 317 63 - 153,086 
Charge for the year 17,420 107 12 - 17,539 
Transfer (Note 7) (19,164) - - - (19,164) 
Disposal - (200) (16) - (216) 
             
1 January 2014 150,962 224 59 - 151,245 
Charge for the year 20,587 116 12 - 20,715 
             
31 December 2014 171,549 340 71 - 171,960 
      
Net book value      
31 December 2014 179,402 371 28 - 179,801 
      
31 December 2013 89,842 402 40 - 90,284 
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7 Finance lease receivable 
 
The finance lease receivable represents lease receivable from Oman Electricity Transmission 
Company SAOC (OETC) in respect of transmission assets relating to Manah Interconnection 
Transmission Facilities (ITF) assets. As per the agreement the ownership of transmission assets 
will be transferred to OETC at the end of the term. Accordingly the lease has been classified as 
finance lease. The power purchase agreement is a part of a BOOT arrangement with United Power 
Company scheduled to expire in 2016. The effect of this arrangement has the following effect on 
the financial statements: 
 2014 2013 

 RO’000 RO’000 
   
De-recognition of property, plant and equipment (net book value)  - (9,374) 
Recognition of finance lease receivable  - 2,092 
De-recognition of deferred revenue - 4,344 

   
       Change in the shareholder’s fund  - (2,938) 

 
Finance lease receivable as at 31 December 2014 
 
Current finance lease receivables 540 565 
Non-current finance lease receivables 401 941 
   
 941 1,506 
Represented by:   
Gross finance lease receivables 1040 1,748 
Less: unearned finance lease interest (99) (242) 

   
       Net investment in finance lease 941 1,506 

 
The following table shows the maturity analysis of finance lease receivables: 

  
Less than  

1 year 

Between  
1 and  

2 years 

 
 

Total 
 RO’000 RO’000 RO’000 

At 31 December 2014    
Gross finance lease receivables 620 420 1040 

        Less: unearned finance  lease interest (79) (20) (99) 
    
 541 400 941 

 
 The finance lease receivables at the end of the year are neither past due nor impaired.  
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7 Finance lease receivable (continued) 
  

Less than  
1 year 

Between  
1 and  

2 years 

Between 
 2 and 5 

years 

 
 

Total 
 RO’000 RO’000 RO’000 RO’000 

At 31 December 2013     
Gross finance lease receivables 708 620 420 1,748 

        Less: unearned finance  lease interest (143) (79) (20) (242) 
     
 565 541 400 1,506 

 
 
8 Advance payments 
 

Advance payments pertain to fixed capacity payments made in respect of power and water 
purchases under operating lease arrangement and represent total cumulative payments made to 
date reduced by the total cumulative charges to date recognised in the profit or loss. 

 
 
9 Trade and other receivables 

 2014 2013 
 RO’000 RO’000 
   
Trade receivable from related parties (Note 26) 37,170 32,791 
Trade receivables - water sales 25,603 15,394 
Prepayments 130 152 
Other receivables 54 477 
Revenue recovered less than the maximum allowed  
    as per price control formula (Water) 

 
3,984 

 
- 

Interest on the revenue recovered less than the maximum  
    allowed as per price control formula (water) 

 
42 

 
- 

   
 66,983 48,814 

 
As at 31 December 2014 no amounts are impaired (2013 - no amounts were impaired). 
 
 

10 Cash and cash equivalents 
 2014 2013 
 RO ’000 RO ’000 
   
Cash at bank 6,009 4,095 
Cash on hand - 3 
   
 6,009 4,098 
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11 Share capital 
 
The Company’s authorised, issued and paid-up share capital consists of 500,000 shares of RO 1 
each. The details of the shareholders are as follows: 
 
 Percentage of 

shareholding 
Number of 

shares issued 
2014 
RO  

2013 
RO  

     
Electricity Holding Company SAOC 99.99% 499,950 499,950 499,950 
Ministry of Finance 0.01% 50 50 50 
     
 100% 500,000 500,000 500,000 

 
 

12     Legal reserve 
 
The legal reserve, which is not available for distribution is accumulated in accordance with Article 
154 of the Commercial Companies Law 1974, as amended. The annual appropriation must be 10% 
of the net profit for each year after taxes, until such time as the reserve amounts to at least one 
third of the share capital. No portion from the profit has been made during the year as the 
Company has already achieved this minimum amount required in the legal reserve. This reserve is 
not available for distribution. 
 
 

13 General reserve 
 
In accordance with the Company’s policy, an amount not exceeding 20% of the profit after 
transfer to legal reserve should be transferred to a general reserve until the balance of the general 
reserve reaches one half of the share capital, which has been achieved. This reserve is available 
for distribution to shareholders. 
 
 

14 Shareholder’s funds 
 
Following the implementation of a decision of the Sector Law and in accordance with the transfer 
scheme, the Electricity Holding Company SAOC (holding company) received certain assets and 
liabilities from the Ministry of Housing, Electricity and Water (MHEW) on the transfer date        
(1 May 2005). 
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14     Shareholder’s funds (continued) 
 
Subsequently, part of the assets and liabilities were transferred to the Company. The value of the 
net assets transferred is represented in the books as shareholder’s funds and there is no contractual 
obligation to repay this amount and there are no fixed repayment terms. 
 
In prior year, shareholder’s fund was reduced by RO 2,938,000 as adjustments on  
de-recognition of Manah Interconnection and transmission assets. See note 7 for further details. 
 
 

15 Finance lease liabilities 
 

Amounts payable under finance leases are as follows: 
 2014 2013 
 RO ’000 RO ’000 
Gross finance lease liabilities - minimum lease payments   
Not later than 1 year 44,224 31,811 
Later than 1 year and not  later than 5 years 158,915 119,384 
Later than 5 years 119,220 15,005 
   
 322,359 166,200 
Less: future finance charges on lease liabilities (114,468) (48,980) 
   
Present value of finance lease liabilities 207,891 117,220 

 
At the commencement of each lease, the Company has recognised assets and liabilities to an 
amount equal to the estimated fair value of the finance leased assets. The finance expense on the 
lease liability is determined based on the effective interest method.  

 
The present value of finance lease liabilities is as follows: 
 2014 2013 
 RO ’000 RO ’000 
   
Not later than 1 year 23,944 17,848 
Later than 1 year and not  later than 5 years 99,402 86,186 
Later than 5 years 84,545   13,186 
   
 207,891 117,220 
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16 Provisions 
 2014 2013 
 RO ’000 RO ’000 
   
Non-current 569 567 
Current 117      128 
   
 686      695 

 

   
At 1 January 695 700 
Charge for the year 120 143 
Payments made during the year (129) (148) 
   
At 31 December   686 695 

 
 
17 Deferred tax asset / (liability)  

 
Deferred income taxes are calculated on all temporary differences under the balance sheet liability 
method using a principal tax rate of 12%. The net deferred tax asset in the statement of financial 
position and the net deferred tax charge in the statement of profit or loss and other comprehensive 
income are attributable to the following items: 
 

At 
1 January  

Charge / 
(credit) for the 

year 
At 

31 December 
2014 RO ’000 RO ’000 RO ’000 
Assets    
Accelerated tax depreciation (10) (2) (12) 
Finance lease 3,104 201 3,305 
Advance payment (1880) 188 (1,692) 
Tax losses - - - 
    
 1,214 387 1,601 

 
2013    
Assets    
Accelerated tax depreciation (8,052) 8,042 (10) 
Finance lease - 3,104 3,104 
Advance payment - (1,880) (1,880) 
Tax losses 4,081 (4,081) - 
    
 (3,971) 5,185 1,214 

 



A N N U A L  R E P O R T  2 0 1 4
62

OMAN POWER AND WATER PROCUREMENT COMPANY SAOC 
30 

Notes to the financial statements 
for the year ended 31 December 2014 (continued) 
 
 

 

18 Trade and other payables 
 2014 2013 
 RO ’000 RO ’000 
Revenue in excess of maximum allowed  as per price control 
    formula, deferred to next year (electricity) 

 
12,105 

 
5,025 

Accruals and other expenses  32,127 30,596 
Trade payables to related parties (Note 26) 4,402 6,900 
Due to Ministry of Finance for excess funding received 3,219 3,496 
Interest on revenue in excess of maximum allowed as per 
price control formula (electricity) 

 
129 

 
63 

Suppliers and contractors payables 88 893 
   
 52,070 46,973 

 
 
19 Short-term borrowings 

   
Borrowings 14,000 - 

 
The Company has a short term bridge loan facility of RO 40 million. The loan carries a rate of 
interest in the range of 1.75% to 2.6% per annum on commercial terms and is repayable in ninety 
days. The Company is not required to pay any arrangement or commitment fees. 
 
Borrowings are secured by letter of comfort given by the holding company. 

 
 
20     Revenue 

 2014 2013 
 RO’000 RO’000 
   
Bulk supply revenue for electricity 384,370 321,304 
Bulk supply revenue for water 90,935 93,989 
Recharge of interconnection and transmission facilities 229 229 
Net funding from MOF - 30,457  
Other revenue 189 376 
   
 475,723 446,355 
Add: previous year revenue in excess   of maximum allowed  
   as per price control formula, reversed (electricity) 

 
 5,026 

 
26,182 

Add : previous year interest on revenue in excess  of maximum 
   allowed as per price control formula, reversed (electricity) 

        
           63 

 
             345  

Less: revenue in excess of the maximum allowed  
   as per price control formula deferred to next year (electricity) 

 
(12,105) 

 
(5,026) 

Add: revenue less than the maximum allowed  
   as per price control formula added (water) 3,984 

 
- 

   
       472,691 467,856 
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21 Operating costs 
2014 2013 

RO’000 RO’000 

Electricity capacity and output purchase costs 335,716 306,697 
Desalinated water capacity and output purchase costs 93,779 92,904 
Depreciation on finance lease assets 20,587 17,420 
Cost sharing charge to Dhofar Power Company SAOC - 30,146 
Other direct costs 2,304 1,937 

452,385 449,104 

22 General and administrative expenses

Employee benefit expenses 2,685 2,612 
Licence fee to the Authority for Electricity Regulation 284 180 
Service expenses 570 543 
Directors’ sitting fees 26 29 
Depreciation 128 119 
Other expenses 431 

4,229 3,914 

Included within employee benefit expenses is an amount of RO 122,000 (2013 - RO 143,000) 
relating to post employment benefit expenses.  

23 Finance income
2014 2013 

RO’000 RO’000 

Interest on finance lease (Note 26) 143 209 
Interest on bank account 25 57 
Interest on the revenue recovered less than the maximum 
allowed as per price control formula (water) 42 - 
Other interest - 47 

210 313 
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24 Finance costs 
 2014 2013 
 RO’000 RO’000 
   
Interest on obligations under finance leases 18,028 16,135 
Interest on  excess revenue billed over maximum allowed 

      revenue under the price control formula  (electricity)
 

129 
 

     63 
Interest on bank overdrafts 253 55 
   
 18,410 16,253 

 
 
25    Taxation 

 
Income tax is provided as per the provisions of the “Law of Income Tax on Companies” in Oman 
after adjusting for items which are not taxable or disallowed. The tax rate applicable to the 
Company is 12% (2013 - 12%). The deferred tax on all temporary differences have been 
calculated and dealt with in the statement of profit or loss and other comprehensive income. 
 
 2014 2013 
 RO’000 RO’000 
   
Current tax (129) 174 
Deferred tax (Note 17) 387 (5,185) 
   
 258 (5,011) 

 
The Company is liable to income tax in accordance with the income tax law of the Sultanate of 
Oman at the enacted tax rate of 12% (2013 - 12%) on taxable income in excess of RO 30,000.  
 
The following is a reconciliation of income taxes calculated on accounting profits at the 
applicable tax rate with the income tax expense for the year: 
 2014 2013 
 RO’000 RO’000 
   
Accounting loss before tax (2,123) (1,094) 
   
Tax credit on accounting loss (258) (135)
Deferred tax asset on tax loss not recognised   (1)
Short provision of prior year tax - 1 
Tax effect of expired tax losses - - 
Adjustment on deferred tax liability for prior years - (4,876) 
Other items - - 
   
Tax expense for the year (258) (5,011) 
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25    Taxation (continued) 
 

Taxation has been agreed with the Oman taxation authorities for all year up to 31 December 2008. 
 
Movement in current tax provision is as under:  
 2014 2013 
 RO’000 RO’000 
   
Tax payable at beginning of the year 174 101 
Current tax charge for the year 130 174 
Tax paid during the year (174) (101) 
   
Tax payable at end of the year 130 174 

 
 
26 Related parties 

 
Related parties comprise shareholders, directors, key management personnel and business entities 
which have the ability to control or exercise significant influence in financial and operating 
decisions.  
 
The Company maintains balances with these related parties which arise in the normal course of 
business from the commercial transactions, and are entered into at terms and conditions which are 
approved by the management. 
 
No expenses have been recognised in the year (2013 - RO nil) for bad or doubtful debts in respect 
of amounts owed by related parties.  
 
Following is the summary of significant transactions with related parties during the year: 
 
Revenue 2014 2013 
 RO ’000 RO ’000 
   
Bulk supply revenue for electricity to  
   Muscat Electricity Distribution Company SAOC

 
135,529 

 
118,641 

Bulk supply revenue for electricity to  
    Mazoon Electricity Company SAOC

 
108,081 

 
92,155 

Bulk supply revenue for electricity to Majan Electricity Company SAOC 103,094 85,633 
Bulk supply revenue for electricity to Dhofar Power Company SAOC 37,666 24,876 
   
Bulk supply revenue for electricity 384,370 321,305 
   
Bulk supply revenue for water to  
    Public Authority for Electricity and Water 

 
80,710 

 
83,501 

   
Recharge of interconnection and transmission facilities to  
    Oman Electricity Transmission Company SAOC

 
229 

 
229 
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26 Related parties (continued) 
 
Expenses  2014 2013 
 RO ’000 RO ’000 
   
Interest on finance lease to  
   Al Ghubrah Power and Desalination Company SAOC 

 
6,293 

 
7,554 

Electricity and water output purchases from  
   Al Ghubrah Power and Desalination Company SAOC 

 
20,365 

 
23,317 

Interest on finance lease to Wadi Al Jizzi Power Company SAOC 1,031 1,279 
Electricity output purchases from  
   Wadi Al Jizzi Power Company SAOC 

 
4,255 

 
3,374 

Interest on finance lease to  
   Dhofar Generating Company SAOC 

 
3,988 

- 
 

Electricity output purchases from  
Dhofar Generating Company SAOC 

 
7,656 

- 

Cost sharing charges to Dhofar Power Company SAOC - 30,146 
Accounting service charges from  
   Electricity Holding Company SAOC 32 

 
32 

   
 43,620 65,702 

  
Related party receivables   
   
Muscat Electricity Distribution Company SAOC 10,112 2,757 
Mazoon Electricity Company SAOC 4,099 8,243 
Majan Electricity Company SAOC 8,715 7,253 
Public Authority for Electricity and Water 12,343 13,219 
Dhofar Power Company SAOC 1,827 1,237 
Oman Electricity Transmission Company SAOC 74 82 

   
 37,170 32,791 

 
Finance lease receivables  941 1,506 

 
Related party payables 

  

Dhofar Power Company SAOC - 2,483 
Dhofar Generating Company SAOC 1,127 - 
Al Ghubrah Power and Desalination Company SAOC 2,911 3,563 
Wadi Al Jizzi  Power Company SAOC 311 788 
Electricity Holding Company SAOC 53 66 
   
 4,402 6,900 
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26 Related parties (continued) 
 2014 2013 
Related party payables RO ’000 RO ’000 
   
Finance lease payable to Dhofar Generating Company SAOC 54,373 - 
Finance lease payable to  
   Al Ghubrah Power and Desalination Company SAOC 

 
45,973 

 
56,733 

Finance lease payable to Wadi Al Jizzi Power Company SAOC 9,048 11,384 
   
 109,394 68,117 

 

Key management personnel are those persons having authority and responsibility for planning, 
directing and controlling the activities of the company, directly or indirectly, including any 
director (whether executive or otherwise). The compensation for key managerial personnel during 
the year is as follows: 
 2014 2013 
 RO ’000 RO ’000 
   
Short-term employee benefits 1,184 1,146 
Post employment benefits 63 46 
Directors sitting fees 26 29 
   
 1,273 1,221 

 
 

27 Contingencies and operational liabilities 
   
Operating lease commitments   
Not more than 1 year  231,640 209,221 
More than 1 year but not more than 5 years 892,987 1,082,238 
More than 5 years 1,481,335 1,412,243 
   
 2,605,962 2,703,702 

 
 
28 Approval of financial statements 

 
The financial statements were approved by the Board and authorised for issue on  
16 February 2015. 


