Corporate Governance Report

Company’s Philosophy

Galfar Engineering and Contracting SOAG, is convinced with the importance of the need for
good corporate governance and healthy corporate practices for a company to succeed in the
long run, fulfilling its plans and realizing its objectives. The concept of governance at Galfar
envisages care of the Company to enhance the value of all its stakeholders, that by adhering
to proper methods of management, internal controls, accountability, corporate governance
rules and high level of transparency to the extent of not affecting the competitive position of
the Company. The Company continues applying well-defined Management Systems
Procedures (MSPs) in accordance with ISO 9001.

The company is fully abiding by the corporate governance code issued by the Capital Market
Authority (CMA). The company has taken all necessary steps to fulfill the objective of good
corporate governance.

The Board Members have professional and/or practical experiences in their diversified fields
of profession as shown in their profiles in the Annual Report booklet. They have given great
support to the Board to exercise its widest authorities in managing the Company and supervise
the good performance of the Company’s business. The Board is responsible for achieving the
company’s objectives. For this purpose, the Board is assisted by various committees and the
higher executive management of the company. The Board has formed the executive
Committee, the Audit Committee and other ad hoc committees when the need arises. In
addition, there is a well structured organization for management executives whose authorities
are defined in a revised manual of authority which was proposed and approved by the Board
in the Board meeting held on 03 February 2014.

In general the board exercises its primary functions and duties in line with the powers
stipulated in article 35 of the Articles of Association of the company.

Board of Directors

The Board of Directors which was duly elected by the Annual General Meeting of the
Shareholders on 30th March, 2011 comprises of nine Directors, which includes eight non-
executives and one executive. Four of the non-executive Directors are independent.

The Members of the Board are all having professional and practical experience in their
respective corporate fields ensuring proper direction and control of company’s activities. No
director is a member of more than 4 joint stock public companies whose shares are listed on
the Muscat Securities Market (MSM) and no director is chairman of more than 2 public
companies whose principal office is in the Sultanate of Oman. None of the directors is a
member of a Board of Directors of a joint stock public or closed company which carries out
similar business and whose principal office is in the Sultanate of Oman.



Sr.

Name of Director &

Directorship in Other Joint Stock

No. Representative Designation Category Companies
1 Sheikh Dr.Salim Said Hamed Al Chairman Non — Executive Bank Sohar S.A.0.G, Oman
Fannah Al Araimi Non Independent Medical College S.A.0.C
Vice Chairman Executive
2 Dr.P. Mohamed Ali (Till 14.01.2014) & Managing Oman Medical College S.A.0.C
) Non Independent
Director
3 Dr.Adil Abdul Aziz Yahya Al Kindy Director Non - Executive Bank Nizwa SAOG
Independent
. . Gulf Investment Services Co.
4 SDhrél:? ;ﬁm Bakheit Saced Al Director Nl?] r(‘je Eex:dcgrgltve S.A.0.G, Gulf Baader Capital
P Markets Co. S.A.0.C
5 Sheikh Salim Abdullah Saeed Badr Director Non — Executive Oman Oil Marketing Company
Al Rawas Non Independent S.A.0.G
Sheikh Yahya Abdullah Al Fannah . Non - Executive
6 Al Araimi Director Independent NIL
7 Engr.. Salman Rashid Al Fannah Al Director Non — Executive NIL
Araimi Non Independent
Voltamp Energy Co. (SAOG), Al
- . Non - Executive Madina Insurance Co (SAOC),
8 Mr. Hamad Mohamed Al Wahaibi Director Independent and Shaden Development Co.
(SAOC).
. . Gulf Plastic Industries Co.
9 Ms. Khalood Mohamed Rashid Al Director Non — Executive SAOG and Oman Medical

Fannah Al Araimi

Non Independent

College S.A.0.C




Board Meetings:

During the year 2013, the Board held 7 meetings. The following table shows details of the same.

. . Meeting Meeting Meeting Meeting Meeting
Sr. Name of Director & Meeting 33 | Meeting 34 35 36 37 38 39
No. Representative 12-May- 05-Aug- 12-Nov- 24-Dec-
13-Feb-13 06-Mar-13 13 13 30-Oct-13 13 13
Sheikh Dr.Salim Said
1 | Hamed Al Fannah Al v v v v v v v
Araimi
2 Dr.P. Mohamed Ali \/ N N v v v v
Dr.Adil Abdul Aziz
3 Yahya Al Kindy v v v v v X X
Dr.Hatem Bakheit
4 Saeed Al Shanfari \/ \/ X \/ X \/ \/
Sheikh Salim Abdullah
5 Saeed Badr Al Rawas \/ \/ \/ \/ \/ \/ \/
Sheikh Yahya Abdullah
6 Al Fannah Al Araimi X \/ \/ X \/ \/ X
Engr. Salman Rashid Al
7 Fannah Al Araimi \/ \/ \/ \/ \/ \/ \/
Mr. Hamad Mohamed Al
8 | \wahaibi \ \ \ \ \ \ \
Ms. Khalood Mohamed
9 | Rashid Al Fannah Al v v v v v v v

Araimi




Remuneration to the Board of Directors:

The total amount proposed to be paid to the Directors for the year 2013 is RO 200,000, which includes
their remuneration RO.138,800 and sitting fees 61,200. It will be paid after its approval in AGM dated
26" March, 2014.

The total amount paid to the Directors or provided during the year 2013 for the year 2012 is as under:

Board Secretary

Sr. No. Name of the Director FS(ietstiF?gi d RemL;r;?crjation Total
1 Sheikh Dr.Salim Said Hamed Al Fannah Al Araimi 2,800 17,411 20,211
2 Dr. P Mohammed Ali 5,900 17,411 23,311
Dr. Hamed Hashim Mohamed Al Dhahab Al
3 Ghailani 4,400 13,929 18,329
4 Dr.Adil Abdul Aziz Yahya Al Kindy 5,200 17,411 22,611
5 Dr. Hatem Bakheit Saeed Al Shanfari 5,500 17,411 22,911
6 Sheikh Salim Abdul Saeed Badr Al Rawas 4,800 17,411 22,211
7 Sheikh Yahya Abdullah Salim Al Fannah Al Araimi 2,900 17,411 20,311
8 Eng. Salman Rashid Al Fannah Al Araimi 5,900 17,411 23,311
9 Mr. Hamad Mohamed Al Wahaibi 700 3,482 4,182
10 Ms. Budoor Mohamed Rashid Al Fannah Al Araimi 5,200 17,411 22,611
Total 43,300 156,700 200,000

Mr.Abdelbagi Daffalla, of a legal professional career, is the secretary of the Board. The secretary
facilitates the smooth conduct of Board Meetings, records the minutes of the Board meetings as well
as the resolutions passed. He handles liaison works between the Board, Board committees and

follow-up actions to be taken and informing concerned parties




Other Committees:

Executive Committee:

The Board has formed, an Executive Committee which consists of 4 members, to oversee in
general, setting of business and strategic plans, policies of the Company, review decisions taken
on various matters concerning the operation of the company and any other matters assigned by
the Board. The Executive Committee exercises its functions in accordance with the Executive
Committee Charter. The committee held seven meetings during the year 2013.

Name of members of the committee Designation
Dr.Adil Abdul Aziz Yahya Al Kindy Chairman
Dr.P. Mohamed Ali Member
Sheikh Salim Abdullah Saeed Badr Al Rawas
Member
Engr. Salman Rashid Al Fannah Al Araimi Member
Excom-Attendance Sheet - 2013
1st 2nd 3rd 4th 5th 6th Tth
Sr. Name of the members of the Meeting | Meeting | Meeting | Meeting | Meeting | Meeting | Meeting
No. committee 02-Jan- | 20-Mar- | 06-May- | 19-Jun- | 21-Jul- | 02-Sep- | 06-Nov-
13 13 13 13 13 13 13
1 | Dr.Adil Abdul Aziz Yahya Al Kindy N \ \ S \ \ X
2 Dr.P. Mohamed Ali \/ \/ \/ \/ \/ \/ \/
Sheikh Salim Abdullah Saeed Badr
3 | A Rawas v v v V V V V
Engr. Salman Rashid Al Fannah Al
4 | Fro v v v v v v v




Audit Committee

The audit committee is appointed by the board of directors to assist the board in discharging
its oversight responsibilities. The audit committee will oversee the financial reporting process
to ensure the balance, transparency and integrity of published financial information. The audit
committee will also review: the effectiveness of the company’s internal financial control and
risk management system; the effectiveness of the internal audit function; the independent
audit process including recommending the appointment and assessing the performance of the
external auditor; the company’s process for monitoring compliance with laws and regulations
affecting financial reporting and code of business conduct.

In performing its duties, the committee will maintain effective working relationships with the
board of directors, management, and the external and internal auditors. To perform its role
effectively, each committee member will need to develop and maintain his skills and
knowledge, including an understanding of the committee’s responsibilities and of the
company’s business, operations and risks. The Committee held eight meetings during the
year 2013.

Name of members of the committee Designation
Dr.Hatem Bakheit Saeed Al Shanfari Chairman
Sheikh Yahya Abdullah Al Fannah Al Araimi Member
Mr. Hamad Mohamed Al Wahaibi Member
Ms. Khalood Mohamed Rashid Al Fannah Al Araimi Member

Audit Committee Meetings & Attendance Details - Year 2013

1st 2nd 3rd 4th 5th 6th 7th 8th
Name of the members of the | _Meeting | Meeting | Meeting | Meeting | Meeting | Meeting | Meeting | Meeting
committee 09-Jan- | 13-Feb- | 05-Mar- | 09-May- | 04-Aug- | 24-Oct- | 12-Nov- | 03-Dec-
13 13 13 13 13 13 13 13
SDhrél;il?;(reim Bakheit Saeed Al \ \ \ \ \ \ \ \
Sheikh Yahya Abdullah Al
Fannah Al Araimi X X v X X v v v
Vl\\;l{;hI;ingad Mohamed Al N N N \ N N, N N
Ms. Khalood Mohamed Rashid
Al Fannah Al Araimi v v v v v v v v




Procedure for Standing as a Candidate for the Board:

The right to stand as a candidate for membership of the Board of Directors of the Company is
open to shareholders and non shareholders.

In case of a shareholder, whether in personal capacity or representing a juristic person, he
must have a minimum equity of not less than 10000 shares.

Key Management Remuneration:

Total remuneration during the financial year 2013 to top Management (top 5) was RO
641,051/-.

Compliance with Rules and Regulations:

The Company has been following the applicable rules and regulations issued by MSM, CMA
and those stipulated in the Commercial Companies Law 1974 as amended. An Audit Team
from Capital Market Authority (CMA) conducted an audit process in the Year 2013, to ensure
the company’s compliance to the Corporate Governance Code of SAOG companies and other
regulations and laws issued by the CMA. Their audit report contained some preliminary
observations and suggestions which have been answered comprehensively and in detail. The
Company has also accepted the suggestions made by CMA Audit.

Moreover the Company has appointed KPMG, an independent consulting firm to review the
Company’s internal regulations and to advise regarding any required improvements in the
internal regulations and policies which reinforces the Company’s commitment towards the
Code of Corporate Governance and other regulations and laws.

Legal Cases:

In the light of the court cases against senior members of the management, the Managing
Director voluntarily resigned from the membership of the Board of Directors. The Board of
Directors accepted the resignation. In this regard the Board has initiated remedial action to
ensure that the Company’s operation and business are not affected and have appointed M/S
KPMG, an independent consulting firm to review and advice on the adequacy of the internal
financial policies, procedures, controls, code of conduct including whistle blowing policy etc.

Communication with Shareholders and Investors:

The company maintains good communication relations with the shareholders and Investors
and responds as much as possible to their queries and requests in line with the disclosures
rules. The company, during the period, conducted several phone interviews with financial
analysts and investors.

The company publishes its un-audited financial results in the newspapers on a quarterly basis
and the audited financial statements annually. Detailed financial statements are sent to
shareholders on request. The company publishes its quarterly and annual results in MSM
website. Detailed financial statements are sent to shareholders on request. The company
posts its quarterly and annual results on MSM website, and also on the Company’s website:
www.galfar.com. All the Company’s announcements are posted on MSM'’s website.
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The Management discussions and analysis report forms an integral part of the Annual Report.

Statement on Market Price and distribution of Holdings:
High / Low price during each month

Market High/Low price during each month of 2013

I\Slg. Month High Low Closing
1 January-13 0.380 0.363 0.369
2 February-13 0.374 0.343 0.356
3 March-13 0.373 0.338 0.342
4 | April-13 0.405 0.343 0.367
5 May-13 0.385 0.365 0.383
6 June-13 0.394 0.360 0.362
7 July-13 0.377 0.357 0.368
8 August-13 0.370 0.337 0.342
9 September-13 0.354 0.310 0.329
10 | October-13 0.332 0.308 0.310
11 | November-13 0.324 0.286 0.290
12 | December-13 0.300 0.270 0.277

Distribution of ownership of shares between shareholders
(Including Shares having preferential voting rights)

No. of % of
Sr. No. Category Shareholders No. of Shares Shareholding
1 Less than 5% 4,765 128,009,035 33.91
2 5% to 10% 5 46,765,847 12.39
3 Above 10% 4 202,693,879 53.70
Total 4771 | 377,468,761 100.00




There are no Securities / Convertible Financial Instruments as on the Balance Sheet date which
will have an impact on the Shareholders’ equity.

Profile of the Statutory Auditors

PwC is a global network of firms operating in 158 countries with more than 180,000 people who
are committed to delivering quality in assurance, tax and advisory services. PwC also provides
corporate training and professional financial qualifications through PwC's Academy.

Established in the Middle East for 40 years, PwC has firms in Bahrain, Egypt, Iraq, Jordan,
Kuwait, Lebanon, Libya, Oman, the Palestinian territories, Qatar, Saudi Arabia and the United
Arab Emirates, with around 2,500 people.(www.pwc.com/middle-east).

PwC has been established in Oman for over 40 years and the Firm comprises 3 partners,
including one Omani national, and over 135 professionals and support staff. Expert assurance,
tax and advisory professionals are able to combine internationally acquired specialist consulting
and technical skills with relevant local experience".

Audit Fees of Company and Subsidiaries and fees for other services paid to the Auditors

ST Particulars Amount
No. (InRO)
1 Statutory Audit Fees (Parent) 22,000
Statutory Audit Fees Al Khalij Heavy Equipment & Engineering LLC
2 . 2,500
(Subsidiary)
3 Statutory Audit Fees Galfar Training Institute LLC (Subsidiary) 1,400
Statutory Audit Fees Galfar Engineering & Contracting India Pvt. Ltd.
4 - 3,125
(Subsidiary)
5 Statutory Audit Fees Aspire Projects & Services LLC (Subsidiary) 1,800
6 Statutory Audit Fees Galfar Aspire Readymix LLC (Subsidiary) 1,750




The Board of Directors acknowledges as at December 31, 2013:

The Board of Directors acknowledges:

a With its liability for the preparation of financial statements in accordance with the
applicable standards and rules.

o Review of the efficiency and adequacy of internal control systems of the Company and
that it complies with internal rules and regulations. In order to enhance and strengthen
the efficiency of the internal control systems, the Company has appointed a chief
internal auditor and also recruited technical auditors in the Internal Audit Department.

o That there is no material matter that affects the continuation of the Company and its
ability to continue its production and operations during the next financial year.

Salim Said Hamed Al Fannah Al Araimi
Chairman
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