MANAGEMENT DISCUSSION AND ANALYSIS REPORT

Al Anwar Holdings SAOG was incorporated on 20th December, 1994 as a publically traded company on
Muscat Securities Market (MSM). Over the last twenty years, we have built successful companies and
exited some of them through stake sales or flotation. Our flexibility in capital allocation coupled with
ability to facilitate operational excellence through growth capital gives us a significant advantage in our
strategic investments. Most importantly, we recognize the perimeter of our “circle of competence” and
build the investment portfolio around it.

Investment Strategy: Clear Differentiated and Proven
Al Anwar’s differentiated and proven investment strategy and entrepreneurial approach to investing has
led to superior returns over the course of last twenty years.
The key elements are as follows:
» To support companies with potential, diversified by size, mostly in Oman
» Specialised by sector
»  Financial Services, Industrial, Retail & Consumption, Healthcare, Energy
» Growth Capital / LBO Investments
» Majority or Lead Shareholder with ambitious value creation objectives
» Responsible investments
»  Due diligence and monitoring of Environment, Social and Governance indicators
for each investment
» Sector expertise allows for targeting of the best investment opportunities
» Proprietary deals
v [imited competition in the acquisition phase, resulting in higher expected returns
on investment
" Rigorous investment processes
Private-Equity model of owning and investing in private companies with the intention of growing them
and improving their business performance forms the core of Al Anwar’s investing framework.

Through our active ownership model, we aim to influence the strategic direction of partner companies
to help them achieve their potential, nurturing company earnings growth as the main driver of returns.

Global Economic Landscape:

e The global economy is still struggling to gain momentum as many high-income countries
continue to grapple with the legacies of the global financial crisis and emerging economies are
less dynamic than in the past.

e After rising marginally in 2014, to 2.6%, world GDP is expected to grow by 3.0% in 2015 and
3.3% in 2016, supported by gradual recovery in high-income countries, low oil prices, and
receding domestic headwinds in developing countries.

e  While activity in the United States and the United Kingdom has gathered momentum as labor
markets heal and monetary policy remains extremely accommodative, the recovery has been
sputtering in the Euro Area and Japan as legacies of the financial crisis linger, intertwined with
structural bottlenecks. China, meanwhile, is undergoing a carefully managed slowdown.

GCC Economic Landscape:
e The single most defining event in 2014 for the GCC market was the unanticipated sharp plunge
of over 50% in the crude oil price. GCC governments have committed to continue with their
economic diversification programs supported by fiscal expansionary policies.
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o If the crude oil persists at depressed prices over the medium term, government spending could
be constrained. According to the IMF estimates, the real GDP for GCC is expected to grow by
4.5% in 2015

e In February 2015, Standard & Poor's cut the ratings and outlook of several oil producing
countries in the Middle East, citing the recent sharp decline in oil prices.

e With GCC reserves totaling over $2.8 trillion, the regional economies have public expenditure
coverage of over 3X based on 2014 estimated public expenditure. This coupled with low debt
levels and stable credit profile of GCC governments, should provide sufficient comfort and
cushion for planned infrastructure and public spending.

e GCCregion witnessed a 9.8% overall growth in full year corporate earnings during 2014 touching
to $68.5bn, led by financial services and real estate sector.

e In the short-term, outlook for GCC continues to be positive, underpinned by moderate level of
inflation and substantial fiscal surpluses accumulated over the course of time.

e  Opening up of KSA market to foreign investors would be a major structural change for the GCC
equities in 2015.

e There will be several main drivers behind the regional projects market in the year ahead. In
addition to macro factors such as population growth, there are localized drivers such as the FIFA
2022 World Cup in Qatar and the 2020 Expo in Dubai.

e Lower current valuations of stock markets across GCC and improving global economic activity
are expected to drive growth in equity markets in 2015.

Market Index Abu Bahrain Dubai Kuwait Oman Qatar Saudi
Performance Dhabi Arabia
2014 5.6% 14.2% 12.0% -13.4% -7.2% 18.4% -2.4%

Oman Economy and Outlook:

Overall, the year, 2014 was positive at different levels, wherein the Government expenditure had a
direct impact in the recovery of all the economic activities and raising the levels of the consumption
sector and the export and import activities. During the year 2014, Oman's gross domestic product (GDP)
at market price grew by 5.2% to touch RO 23.62 billion, against RO22.45 bhillion in the previous year.

Total government revenues in 2014 were RO13.65bn, a decrease of 4.0% and an increase of 16.6% over
2013 and budgeted for 2014 respectively. Oil & Gas revenues contributed around 75% on an average
realization of $103.2/barrel as against $105.5/barrel for 2013.

Corporate earnings in Oman witnessed a slight decline of 1.6%YoY to RO 0.81bn in 2014, primarily due

to fall in earnings of the Banks and Investment sector. Earnings of Banks and Investment sector
decreased by 2.3%YoY, while that of the Industrial sector increased by 2.7%YoY for the year 2014.
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Total budgeted revenue in 2015 is at RO 11.6bn, a slight decrease of 0.9% against 2014 budgeted
revenue with oil & gas revenues contributing to 78.9% on an average crude oil realization at $85/barrel.
Targeting an economic growth of 5.0% in 2015, the government unveiled a total public expenditure of
OMR14.1bn which denotes a deficit of RO2.5bn. The government is likely to bridge any fiscal gap
through sovereign debt issuance in 2015. The equilibrium price necessary to meet the 2015 budget
deficit is estimated at $105 per barrel.

The able guidance and wisdom of His Majesty the Sultan in providing the long term vision will go a long
way to foster growth in the Sultanate.

Summary of MSM Performance Market Capitalization by Sector Indices (Fig. in RO Billions)

I J Yoy |
| Description ___J_Mar-f13 . Mar-14 | Mar-15 | Change J . Q1'15 Change
Banking and Investments 3.83 4.16 3.92 -5.76% -2.87%
Services 2.81 3.32 3.64 9.64% 0.47%
Industry 1.54 1.98 1.61 -18.68% -2.13%
Total Market capitalization 8.18 9.46 9.17 -3.06% -1.40%

Change in the Index movement

General
e Industry

Banking and |
Investments |

Change in

General Index

Mar 2015 6,238.00 | 8,158.29 7,704.64 | 3,425.86 -9.04%
Mar 2014 6,858.89 | 10,534.23 8,140.76 | 3,696.57 14.51%
Mar 2013 5,989.68 | 8,155.30 7,271.57 | 3,150.72 5.27%
Mar 2012 5,690.07 | 6,347.56 6,642.69 | 2,639.81 -0.09%
Dec 2011 5,695.12 | 5,958.75 6,385.67 | 2,567.28 -15.69%
Dec 2010 6,754.92 | 7,306.48 8,319.73 | 2,705.72 6.06%
Dec 2009 6,368.80 | 7,446.79 9,374.73 | 2,701.95 17.05%
Dec 2008 544112 | 4,321.64 6,620.92 | 2,527.87 -39.78%
Dec 2007 9,035.48 | 8,137.06 12,312.8 | 3,533.14 61.88%
Dec 2006 5,581.57 | 5,072.80 7,179.27 | 2,323.92 14.49%
No. of Stocks Included in the
Indices 3 d 1 !

(Source: MISM Investors Guides)

The performance of MSM Index was backed by retail participation with average daily traded value for
2014 at RO 9.30 million as compared to RO 9.17 million in 2013. The equity market cap increased by
2.89% during 2014 reaching to RO14.56 billion amid new listings.
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OPPORTUNITIES

The government’s emphasis on expenditure in infrastructure will provide good opportunities for the
investee companies of Al Anwar Holdings SAOG. This will eventually benefit investment holding
company as well. In view of above we anticipate that: -

Gos W

Our performing investee companies will continue to show increase in revenues

The expansion and corporate actions will facilitate growth and improvement in performance
The growing economy will provide us with good investment opportunities

We will continue to have access to funds for expansion

We will have continued support for the government and regulations.

We as an Investment holding company have always looked for growth businesses with a penchant for
turnaround stories. The business model of our company has been tested regularly with market
developments and outlook.

The strategy of Al Anwar Holdings SAOG as a hands-on participatory investor remains the core.
Challenges still exist, and there’s always room for improvement, but as we head into 2014, we remain
proud of these accomplishments and are optimistic about the future.

PERFORMANCE ANALYSIS
For FY2014-15, Al Anwar Holdings has continued to be on the growth and profitability trajectory as

exhibited in the following charts.
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Over the last five years, Al Anwar has exhibited a steady growth in profits and for FY 2014-15, has
recorded its highest ever profits in its history.
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Growth in our investment portfolio has been achieved whilst maintaining a conservative leverage
position. As of 31" March 2015 we are a zero debt company.

The sectorial composition of the investment book is as under: (Fig. in RO’000)

| Sector | FY2013-14 | FY2014-15 |
Financial Services Sector | 19,369 | 10,112
Industrial Sector f 6,660 | 5,917
Insurance Sector \ 4,313 \ 4,514
Cash & Bank deposits | 551 | 4,322
Services Sector | 533 | 537
Total I 31,426 | 25,402

AAH Investment Portfolio as at 31% March 2015: RO25.40mn
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KEY DEVELOPMENTS:

Commensurate with the twentieth year anniversary for Al Anwar Holdings, FY2014-15 was yet another
excellent year for the company as it continued to evolve and make its mark on the investment landscape
of Oman and recorded its best-ever profit numbers in its history. These results are a direct consequence
of prudent implementation of Company’s business strategies and its commitment to a sustainable
business model in the interest of all its counterparties and stakeholders. All our major investee
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companies did well. We feel that we are geared for the future but at the same time we will have a
cautious approach. We will continue our diligent and conservative approach.

1. Al Maha IPO:
IPO of Al Maha Ceramics was successfully completed in Oct 2014 and a record number of 34,851
applications were received for a total of 391mn shares and thus the issue oversubscribed by
over 19.5 times. The shares are listed on MSM on 03" November 2014 with over 69% listing

gain,

2. Taageer Finance Stake Sale:
We successfully completed the sale of our entire 33.63% stake in Taageer Finance Co. SAOG to
Oman Investment Fund (OIF) at RO 0.162 per share and received RO 13.67mn in net sales
proceeds and generated an IRR of 12.97% p.a. on the investment during the holding period of
2006-2014

3. Sale of Bank Sohar shares:
During April - June 2014, we sold our entire holding of 27.203mn shares (2.38% stake) in Bank
Sohar at an average price of RO 0.228 per share and generated net gain of over RO 0.94mn
translating into an IRR of 31.6% p.a. on the investment during the holding period of April 2013-
June 2014.

4. Strategic Stake in OMINVEST:
Identifying valuation opportunities in the MSM universe, we have built up a strategic stake of

over 6.4% in OMIVEST and presently are the third largest shareholder in the Company.

OUTLOOK

The economic diversification programme is expected to sustain growth in 2015. The IMF estimates
Oman'’s economy growth to ease marginally around 3.4% in 2015 from 5.1% in 2013, as lower oil
revenues weigh on public expenditures, thereby impacting the growth of non-oil based GDP. The robust
banking system, with a system-wide capital adequacy ratio of 16% and gross nonperforming loans at
2.1%, coupled with the government’s efforts to expand the labour intensive SME sector, would create
potential for employment creation, driven by growth in the non-oil economy.

RISKS AND CONCERNS

There are various financial risks mentioned in the Note 24 of the consolidated financial statement. These
are broadly Credit Risks, Liquidity Risks and Market Risks. They are covered in detail in the Note 24 to the
consolidated financial statement and as such are not repeated here.

By and large, the risks which the investee companies are exposed to are a concern to Al Anwar too.

Broadly, the risks take the form of increasing costs/ decreasing margins, competition from other sources
of supply and shifts in customer preference for other solutions.
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INTERNAL CONTROL SYSTEMS AND THEIR ADEQUACY

The Company has adequate internal controls commensurate with the size and nature of operations. A
manual of financial authorities approved by the Board is in place, which specifies authority levels for
various day to day operations.

The system of internal control is monitored regularly by the Board, its Committees, Management and
Internal Audit. The Group's business is conducted with a developed control framework, underpinned by
policy statements, written procedures and control manuals. The Board has established a management
structure which clearly defines roles, responsibilities and reporting lines. Delegated authorities are
documented and communicated.

As stipulated by Capital Market Authorities, the company has a fully functional in-house Internal Audit
Unit. The unit is being staffed by a qualified and experienced Manager, who is reporting to the Chairman
Audit Committee,

The business performance of the Group is reported regularly by its management to the Board.
Performance trends, forecasts as well as actual performance against budgets and prior periods are
closely monitored. Financial information is prepared using appropriate accounting policies which are
applied consistently. Operational procedures and controls have been established to facilitate complete,
accurate and timely processing of transactions and the safeguarding of assets. These controls also
include the segregation of duties, the regular reconciliation of accounts and the valuation of assets and
positions.

DISCUSSION ON FINANCIAL AND OPERATIONAL PERFORMANCE

The company posted a consolidated profit attributable to the shareholders of the parent company of RO
4.67million during the year as compared to RO3.05 million during the year 2013-14, a growth of 52.9%,
in consolidated Group Accounts and a profit of RO 6.06 million during the year as compared with profit
of RO 1.84 million during the year 2013-14, a growth of 329.3%, in Parent Company Accounts.

The Earning per Share (EPS) for the Group was 36 Baizas in FY2014-15 as against 23 Baizas in FY2013-14.

Net asset per share of the company was 196 Baizas on 31° March, 2015, as against 185 Baizas as on 31%
March, 2014.

Our financial results reflected strong underlying performance across virtually all our businesses

gea U 014 U

PAT (RO'000) 1,599 | 3,051 | 4,668
EPS (RO per Share) 0.012 0.023 | 0.036
NAV (RO per Share) 0.165 | 0.185| 0.196

In view of available profit, and on the occasion of 20" year celebration, the Board of Directors is pleased
to recommend a 10% cash dividend (last year 10%) and a 15% stock dividend (last year 8.75%).

We acknowledge the Board of Directors for their wisdom and guidance which has helped us in
successful implementation of our strategies. Further, we humbly appreciate the confidence entrusted by
our shareholders and support extended by our Banking partners.
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Kind Regards,
. O O
N S

Reji Yoseph
Chief Executive Officer
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