Al Anwar Holdings SAOG

Directors’ Report for the year ended 31st March, 2010
Dear Shareholders,

On behalf of the Board of Directors, I have great pleasure in welcoming you to the Sixteenth Annual General Meeting of Al Anwar Holdings SAOG (AAH). I take this opportunity to place before you the Annual Report on the activities and performance of your company for the financial year ending 31st March 2010

General Economic Environment:

By registering a positive growth of 3.7 per cent, at constant prices in 2009, Oman’s national economy showed resilience to the repercussions of the 44 per cent decline in average oil prices from $ 101.1 per barrel in 2008 to $ 56.7 in 2009. Proactive measures by the Central Bank of Oman (CBO) helped the banking and financial sectors to tide over the difficult situation. In a clear indication of the economic recovery, commercial banks availed only $300 million out of a $2 billion support fund facilitated by CBO to help local banks. 
The bench mark MSM 30 index of the Muscat Securities Market recorded a 46% growth during the year 2009-10 ending as on 31st March, 2010. It stood at 6697.51 points as on 31st March, 2010 as against 4575.99 points as on 1st April, 2009.  

The Year in Retrospect:

The prudent business strategies, risk mitigating practices and extensive monitoring of investee companies ensured that the company was not severely affected by the global financial crisis. 
The year was characterized by uncertain environment for growth and further investment. The company had to make extra efforts in monitoring its existing investments. Investment opportunities were almost absent. However, your company followed the approach of “investing in companies that it knows best”. As such, during the year the company increased its stake in Taageer Finance Company SAOG (Taageer) from 18.23% to 23.90%. As a result, Taageer became Associate during the year.
Though the investment climate was not very conducive, your company still managed to divest its remaining stake in National Aluminium Products Co. SAOG at most opportune time and at good value. 

Due to uncertainties in brokerage business in Saudi Arabia and Addax Securities Saudi Arabia taking time in obtaining license, AAH entered into an swap agreement with Addax Bank Bahrain to swap its holding in Addax Securities Saudi Arabia with that of Addax Bank Bahrain. As a result Addax Securities Saudi Arabia ceased to be an associate during the year. 

Due to uncertainty in the real estate market, the company decided to call off establishing a real estate company during the year and refunded the contribution received from various promoters for this purpose. 
Financial Overview of Al Anwar Group:
The consolidated financial statements presented are an outcome of the following:

1. The revenues generated and the costs incurred for the year ended as on 31st December, 2009 by its subsidiaries namely: 

a) Sun Packaging Co. LLC (SPC), 

b) Al Anwar International Investment LLC, 100% subsidiary of AAH, primarily being used as investment arm for AAH, and
c) Al Anwar Securities SAOC, 100% subsidiary of AAH
2. The Share of Profit / (Loss) achieved by Associate Companies for the year ended as on 31st December, 2009 in which Al Anwar owns between 20% and 50% of share capital.

3. Dividends from other investments, 
4. Realized gains made from divestment of matured investments.
5. Realised and un-realised gains / losses from other listed securities.

I would like to report that, your company has posted 20% increase in its profit during the year as compared with year 2008-09 in consolidated Group Accounts and increase of 61% as compared with year 2008-09 in Parent Company Accounts.
Al Anwar group achieved a net consolidated profit attributable to the shareholders of the parent company of RO 3.144 million for the year ended 31st March, 2010 as against a net consolidated profit of RO 2.615 million for the year ended 31st March, 2009. About 50% of the net profit at RO 1.585 million is generated out of divestment of 20% shareholding in National Aluminium Products Company SAOG.
During the year, Al Anwar has booked a profit of RO 0.870 million on account of mark to market valuation of its listed investments in Oman and India.

The Share-of-profits from Associates was at RO 1.068 million as against RO 0.158 million in the previous Year which indicates effective monitoring of investments. 

The Earning per share (EPS) was 29 Baizas in 2010 as against 24 Baizas in 2009 on the increased Share Capital from RO 10.000 million to RO 11.000 million, an increase of 10%.

Net asset, as on 31st March, 2010, of the company was 177 Baizas per share as against 153 Baizas per share as on 31st March, 2009.
During the year 2009-10, the company has increased its share capital from RO 10.000 million to RO 11.000 million through stock dividend. 
The Board of Directors is pleased to recommend a cash dividend of 6% and stock dividend of 9.09% for the current year (Previous Year: 5% cash dividend and 10% stock dividend).  The Board has recommended Directors Remuneration of RO 102,500 (Previous year: RO 84,000). Both dividend and Directors’ Remuneration are subject to approval by the shareholders.  
Performance of Al Anwar Investments:

Subsidiaries:

1. Sun Packaging Company LLC (SPC):  During the year SPC completed backward integration by installing ‘Blown Film Line’ in the existing premises. The Blown Film line has accrued substantial saving on cost of major raw materials of the company for part of the year. 
The Company is operating at its optimum capacity and emphasizing on value added products and markets. Due to above strategy, the company reported a growth of 318% in net profit after tax despite a drop of 7% in revenue. 
2. Al Anwar International Investments Co. LLC (AAII):  The company is an investment arm for Al Anwar Holding and is 100% subsidiary of AAH. The company is holding various investments for and on behalf of AAH. .
3. Al Anwar Securities SAOC (AAS): The company is 100% subsidiary incorporated during the year 2008 with an objective to carry out various financial services in Oman after obtaining the required license from the Capital Market Authority of Oman. The company is yet to commence its operations.
Associates:

1. Voltamp Energy SAOG ( previously called Voltamp Manufacturing LLC)(and its subsidiary): 
Voltamp is facing effects of slowdown in the infrastructure spending and stiff competition from its peers in and around GCC. The company is striving to retain its leadership position in such unfavorable scenario.  As a result despite a reduction in turnover by 8%, the net profit after tax was lower by only 2% during the year.
2. Taageer Finance Company SAOG (Taageer):  Taageer became associate as the stake was increased up to 23.99% and AAH had significant control over the Board of Directors of Taageer. 
Taageer recorded a growth of 16% in its income from financing activity but the profit after tax was lower by 8% during the year as compared with last year.
3. Falcon Insurance Company SAOC (Falcon):  As the company has focused on its core business and started new line of business in Life Insurance, it was able to report growth of 82% in Gross Premium Written (GPW). However, due to increase in GPW, Falcon is required to increase its reserve and therefore the net underwriting results and consequently net profits were down as compared with last year. Falcon will be benefited by creation of such reserve in subsequent years.
4. Al Maha Ceramics Company SAOC:  Last year was the first full operational year for the company. It has established its product well in the market. The reports from markets are encouraging. Although the company faced the slowdown in real estate markets in the very first full year of operation, it was able to double its turnover and curtail its losses by 15% during the year.   
5. ABI Precision Castings SAOC (Previously known as Al Anwar Blank Company SAOC) (ABI): Despite technical and marketing support from new foreign collaborators, the company, in present recession in automobile sector could not be turned profitable in foreseeable future. As a result the Board of ABI decided to wind up the company during the year. The liquidators were appointed and winding up process started.
Other Investments:

1. Almondz Global Securities Limited (India)(AGSL): As the conditions in financial market improved AGSL reported a growth of 38% in turnover and 547% In net profit during the period of 9 months ending as on 31st December, 2009 as compared with the similar period last year. The share prices also started signs of improvement, albeit, at a moderate pace. The recovery of share prices contributed positively in the results of Al Anwar as the investment is classified as “Investment at Fair Value through Profit & Loss” and is marked to market.    
2. Addax Bank Bahrain (Addax Bank): AAH acquired 3,111,111 share under a swap agreement entered with Addax Bank, against the consideration of 25% stake in Addax Securities Saudi Arabia. The swap agreement was entered into after considering the comparative benefit that AAH may yield keeping in view established nature of Addax Bank and uncertainties in the financial services sector of Saudi Arabia following the Global meltdown.
Trading Portfolio:

With positive sentiments and strong results shown by various companies on MSM, the market showed swift move upward. To capitalize on this, AAH had also increased its investment with caution under trading portfolio in MSM. AAH made a profit of RO 165,976 during the year by churning the trading portfolio.
The Years Ahead:
The year 2010 marks a momentous occasion for the nation celebrating the 40th anniversary of the Blessed Renaissance. 

The Sultanate’s strategic economic policies are designed to make constant adjustments to changing situations. The anticipated increase of oil prices and favourable financial, economic and monetary policies augur well for the national economy which is expected to record a growth rate of 6.1 per cent at constant prices and 18.4 per cent at current prices in 2010. 
Other emerging economies would continue to be improving in coming year. The reversal is expected to be fast in the emerging economies including the GCC countries as they are better positioned than the developed economies, as per the economists. The revival of China, which is one of the largest consumers of commodities including crude oil, is expected to spurt the demand, benefiting the economies including the GCC countries.

Future Investments and Projects: 

1) AAH is well poised for making best use of any opportunity provided by the growth prospects in the region. It’s pipe line is full of various investment proposals.

2) The area of future investments would encompass financial services sector and other services sectors such as education etc. 
Omanisation:

Al Anwar as a company and as a group has always been fully committed of recruiting and training Omani employees in large numbers. Present Omanisation in the parent company is 37.5% while as a group it is 35%. 

Corporate Governance:

Your company’s Board and Management have always believed in maintaining a high level of professionalism and integrity in all its operations. The company stands committed to fully adhere to the Code of Corporate Governance issued by the Capital Market Authority. A report on Corporate Governance and also a Management Discussion and Analysis Report have been included in the Annual Report.

The Board has reviewed the existing system of Rules, Regulations and internal controls so as to ensure that they properly identify authorities at various levels and that there is a good system of checks and balances in place. Furthermore all systems and procedures are constantly upgraded and strengthened which ensures efficiency and transparency.

Thanks and Appreciation:

I would like to express our extreme thanks and appreciation to His Majesty Sultan Qaboos Bin Said and His Government for incentives and support for all round sustainable development in the Sultanate. I would also like to thank the Capital Market Authority and the Muscat Securities Market for their guidance and support. I also thank the Bankers, and auditors for their continued support to the Company and its Group.

I would also like to express my sincere appreciation to the Board of Directors of all Al Anwar Group companies for direction given to the managements of respective companies. I place on record my sincere thanks and appreciation for the dedicated efforts of the management team and all employees of the holding company and the group companies.  

I would also like to convey my sincere thanks to the shareholders of the company for the confidence they have reposed in the company and in its Board.

For & on behalf of the Board of Directors of

Al Anwar Holdings SAOG
Masoud bin Humaid Al Harthy

Chairman
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