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Management Discussion and Analysis Report
Overview

Galfar Engineering and Contracting SAOG is the only construction company in Oman
carrying out works in excess of USD 1 Billion consistently over the past several years.

Galfar endeavors to comply with Omanization requirements through planned employment
opportunities and development through training of each selected individual. Also we will
meet the new challenge of promoting Small and medium enterprises through continuous
“handholding” as we have been doing in the past.

Main Objectives and Operational Results

Galfar’s objectives have always been to deliver the projects in time, to the satisfaction of
all stake holders and in safe manner while maintaining quality standards required by the
Contract.

Galfar’s operational philosophy has always been in tandem with the requirements of the
Sultanate and its current policies. There has been a considerable and concerted drive to
engage small and medium enterprises (SMES) to participate effectively in the economic
activities of the Sultanate. Galfar has involved SME’s in their supply chain management
and sub-contracting activities. The Company is proud of involving the highest number of
SMEs in the construction industry in Oman and thus adding to the In Country Value.

Galfar is committed to achieve excellence in Quality, Health, Safety and environmental
protection.

The turnover of the Company including subsidiaries was RO 412.408 million in 2013 as
compared to RO 336.504million in 2012. The Company recorded a profit after tax of RO
7.584million in 2013 as compared to RO 9.206million in 2012.

Galfar Engineering & Contracting SAOG has five subsidiaries the performance of which
is as follows. Al Khalij Heavy Equipment & Engineering LLC which specializes in hiring
out of Equipments recorded a turnover of RO1.858 million in 2013, as compared RO
1.741 million in 2012. Galfar Engineering & Contracting India Pvt. Ltd., which is engaged
in construction activities in India, recorded a turnover of RO 13.471 million in 2013 as
compared to RO 9.872 million in 2012. Galfar Training Institute LLC which specializes in
the field of training Omanis in various trades recorded a turnover of RO 0.934 Million
during the year 2013 as compared to RO 1.041during the year 2012.



Management discussion Draft 2

Aspire Projects and Services LLC which is a specialized engineering and services
company had a turnover of RO1.576 million during the year 2013 as compared to RO.
1.752 million in 2012. Galfar Aspire Readymix LLC, which produces Readymix concrete,
recorded a turnover of RO 3.837 million during the year 2013 as compared to RO 1.273
million in 2012.

Human Resources

A company is what its people make it. Human Resources form the backbone of all our
success in the construction business.

Our objective is to foster development of our employees through attractive and cohesive
HR policies, and a work environment which attracts and motivates caliber workforce. We
aim to be the employer of choice in the industry. Presently, among the private sector
Galfar has one of the largest numbers of Omani’s in the Sultanate.

Omanization and Training

For over 40 years Galfar has been an active partner in the progress of the Sultanate of
Oman whether in the Oil and Gas, Roads and Bridges or Civil and Marine Infrastructure
or Utilities and Services sector of the construction industry. Galfar’'s efforts towards
Omanization are unmatched. Our Omanization policies ensure that professional youth
join the company at all levels and grow within the organization and contribute effectively
in the growth of the company.

Galfar Training Institute (GTI) has been actively involved in training more than 636
Omanis under the National Project Training for the last three years along with 3334 Galfar
employees in PDO Defensive Driving Course and more than 2000 in HSE, Management
and soft skills programs.

Backed by Galfar Engineering and Contracting, GTI is an approved institute with the
Ministry of Manpower. It offers vocational training courses in construction and engineering
and provides training in health, safety and environment and firefighting courses. GTI’s
major focus is to train Omani nationals as Heavy Duty Drivers (HDD) and for technical
trades under the national training programme.

It also imparts defensive driving training programs to Galfar (as an in-house training
provider) that help employees to identify and effectively deal with real and potential
hazards in the oilfields and urban traffic.
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Quality, Health, Safety and Environment

Our Quality & HSE Management Systems are periodically reviewed and updated so that
they remain relevant and comprehensive to meet business expectations.

Periodic surveillance audits by Det Norske Veritas (DNV) against ISO 9001:2008, 1SO
14001:2004, OHSAS 18001:2007 and ISO 29001:2010 international standards continue
to provide assurance to stakeholders on our ability to meet their expectations.

The release of The Engineering Manual mapping our design processes and interfaces
was another key milestone achieved in support of Company’s strategy to achieve EPC
capability.

During year 2013 we have worked 97 million man hours and have driven 122 million
kilometers collectively in our projects throughout the country. Despite exposure to this
enormous amount of activities & challenges, our Lost Time Injury Frequency recorded
for the year 2013 is 0.30 per million man hours worked, which is lower than the limit set
for the year (0.40).

Several achievements were recorded in terms of man hours worked without Lost Time

Injury in our projects / units. The significant ones are 11 million man hours in U&S Unit,
10 million man hours in Oil & Gas Unit, 9 million man hours in Plant Unit, 9 million man

hours in Airports Unit and 8 million man hours in R&B Unit.

In our pursuit for continual improvement, various initiatives were identified through’ our
Corporate Quality and HSE Plans and its implementation were monitored on a periodic
basis during the Management Reviews.

Risks

Risks remain an integral part of the construction business in the region. A sudden spurt
in the development activities in the country and in other nearby countries affect the
resource availability in a big way in the Sultanate be it for material, manpower or
equipment. Such activities are now becoming a reality and we need to take adequate
precautions and guard ourselves against failures. While a majority of these are
manageable some have their own challenges to be dealt with. Project risks are identified
at the tender stage itself and discussed with the tender approving authority within the
company. The risks and control measures are presented to and discussed with the board
in every board meeting.
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Operating a company as large as ours, needs risk analysis on a continuous basis. One
of our greatest challenges is the low bids presented by first time entrants within Oman
and international companies without “on ground” experience. However we have learnt to
face these risks throughout our growing period and up until now. We believe we remain
steadfast and will maintain our position as the leader in the construction industry. As
expected and informed in the management discussion of 2012 our results for 2013 is
better than 2012.

Our resource mobilization capabilities continue to be our major strength. The equipment
spread available within Galfar remains unparalleled in the local market. Each year the
fleet is brought up-to-date for executing the actual workload.

Internal Controls Systems

During the year 2013 certain shortcomings came to light which requires that adequate
controls are put in place. To enhance and strengthen the internal control systems the
company has appointed KPMG to review and advice on the adequacy of the internal
financial policies, procedures, controls, code of conduct including whistle blowing policy
etc.

The Manual of authority has been duly revised and approved by the Board and is being
implemented now. The Management would like to assure that it is fully aware of its
responsibility towards all stakeholders.

Corporate Social initiatives and Campaigns

The company’s regular CSR initiatives include: organizing blood donation camps at
various locations of the company, road safety events for the benefit of general public,
supporting Oman Water Conservation Society’s effort to save water, providing
educational scholarships to deserving children and Galfar training institute activities.
(OEPPA Business Development Department)

As part of its Corporate Social Responsibility Galfar has donated a 27 seater bus to Al
Massara Hospital in Al Amerat. Galfar is in the process of forming a CSR committee and
policy to seek and provide a helping hand to the various segments of the local community
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During last year’s Gulf Eco Conference 2013 themed “Harnessing the Potential of Oman’s
Renewable Energy”, Galfar's strategic participation proved to be a milestone
achievement. Our participation demonstrated our commitment to environment and green
practices. Galfar is always at the heart of organizing environment awareness

Campaigns frequently for their construction workers which reminds them of simple
measures to be taken in their day-to-day activities which in turn will have a positive impact
on the environment. At the conference, various topics such as challenges on climate
change, technological solutions, financial and investment related issues and policies and
regulatory issues, were highlighted, all of which are essential to help drive the Sultanate
towards a clean energy future.

Yet another achievement of Galfar remains, supporting the campaign against drugs,
smoking and alcohol. Galfar presented an edutainment event called ‘Stop SAD’ which
was staged across Oman. The programme helped in reaching out to young people and
their families facing the risks of addiction. It created maximum awareness and got support
from non-profit groups like Al Hayat Association along with Indian Social Club (ISC).

Galfar is always keen to work in partnership with other government agencies and the
private sector to ensure healthy living in Oman.

Galfar has throughout remained a partner in progress in Oman and will continue to be an
integral part of the society. We will strive to deliver in time, with quality and in a safe
manner profitably to all our stakeholders. We will carry the “Brand Oman” as a high value
deliverable as we establish ourselves overseas stronger and larger than ever before.

Outlook

The outlook for construction industry in Oman is brighter than ever before. As already
stated in the Directors report we have reasons to be enthusiastic about the projects in the
immediate future.

The Oil and Gas industry today is poised to surge by leaps and bounds with activities in
the upstream both in Oil and in Gas where most of the E&P companies looking towards
boosting their production. The Petroleum Development of Oman is expected to proceed
with the mega-construction project at Rabab, Harweel, Yibal-Kuff and Budoor called the
RHIP project while continuing the usual activities across the rest of Oman. BP Oman has
likewise embarked on the development activities at the Khazzan Gas field.
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The other companies too are active in their development works. In the downstream the
Sohar Refinery has already awarded the contract for the new refinery and enquiries for
the related construction activities are being received by us. There are pipeline and
tankage, power generation, and other packages where we expect to procure work.

The Roads, Railways, Airports and Ports are all developing at a rapid pace and we expect
our related units to be busy over the next few years once we secure the required projects
amongst the ones being floated.

The Building is expected to grow phenomenally with Hotels, Hospitals, Convention
Centre, and Heritage Centers being built within the next few years. Water and wastewater
is another sector where we have expertise over our competitors by having carried out
many such treatment and conveyance projects all over Oman.

Galfar has the advantage of being strategically placed at several locations to secure
projects of choice. This kind of versatility in operations and the wide logistic base are
difficult for others to establish thus making Galfar a trusted one stop solution provider for
our esteemed customers.

Galfar credits itself by being the leader in the “In Country Value” initiative. We are proud
to say that our ICV material and sub contract procurement has exceeded RO. 100 million
during the year 2013, which more than 25% of our turnover. Such figures are
incomparable with others both in numbers and percentages. On the Omanization front
also we have continued to outnumber our competitors with over 4600 nationals while over
200 are undergoing training before being inducted on to the company roles.

Galfar’'s Order Book position is healthy and stands at RO 610 million at the beginning of
the year 2014.

Galfar is also a reputed facilities management provider in the Sultanate, commanding an
exceptionally high level of client retention and steady growth for the last two decades. We
offer a full range of facilities and asset management services with innovative solutions
tailored to support clients from different sectors. Galfar provides operation and
maintenance services to a majority of sewage treatment and desalination plants in Oman
among which the company has constructed many of these plants. Galfar's expertise in
this core area is unmatched by its competitors.

Over the years, Galfar has grown to become one of Oman’s leading facilities
management companies. The company’s proactive approach has earned many
accolades as well as contracts from local customers. Through one of our subsidiaries
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Aspire Projects and Services LLC, we have entered into the specialized Facilities
Management segment for establishments. Aspire will focus on energy saving, water cycle
management, alternative power and several such green energy initiatives.

The Indian operations of Galfar created significant value and continue to remain a key
growth area as the demand for roads and highways is continually growing. The previously
awarded two major highway projects are now entering the stage of financial closure and
the project activities have begun at site.

We salute His Majesty Sultan Qaboos, who in 43 years of his rule has transformed this
country into a powerful modern economy in the region; we endeavor to reach even higher
standards of project delivery through continuous introspection of our procedures and
systems and will lead by action in Omanization as a true Omani enterprise.

Galfar’'s broad image as a premier Omani company with international presence is without
comparison, and we can deliver projects in all the sections of engineering and
construction industry, with high quality standards in a safe and timely manner to the entire
satisfaction of all stake holders.

Hans Erlings

Chief Executive Officer



