Director’s Report

Dear Shareholders,

| welcome you all on behalf of the Board of Directors to this Annual General Meeting of Galfar
Engineering & Contracting SAOG and to present to you the Annual Report for the Year ended 31t
December 2013.

Your Company has received praise for the timely completion of the Barka flyover which is part of
the bigger Batinah Expressway Package 1. The Hasik Shouwamiya Road project valued at over
RO. 110 million, one of the most difficult mountain roads to construct was inaugurated and
opened to traffic. Such Projects show our caliber to execute difficult projects, and Galfar is truly
unique in executing such works.

Galfar was placed amongst the top 5 companies in the industrial sector for the year 2013 at the
recently held OER Top 20 awards. The awards are a celebration of excellence in Oman’s corporate
world.

We also take pride in announcing the incorporation of a new JV company “Galfar Mott Mac
Donald LLC”. This newly registered company will deliver EPC projects primarily in the oil and gas
sector, which by the turn will boost the “In Country Value”.

Business Environment

The Government is maintaining its focus on development of infrastructure which is reflected by
the provision of RO. 1800 million in Oman’s budget for 2014 as development expenditure. This
attracts many international contractors to participate in the tenders in the contracting industry
in Oman where Galfar maintains its lead position by winning some of the prestigious projects
tendered out by the Government.

The Business Environment looks bright with major tenders already floated and expected to be
announced for projects in all the sectors of the construction industry. Tenders for major Hospitals
are likely to be announced during the year.



Galfar is a multi- disciplined Company capable of executing projects across various sectors,
especially:

- The oil and gas clients like BP, Oxy etc.

- The buildings related to hospitals, hotels etc.,

- The power, water, waste water and waste management sector,
- The roads and railways sector,

The activities in the Oil and Gas and Roads sectors are at its highest when compared to the recent
past.

In certain special tenders/projects we are already supplementing our strengths with additional
associations as are required.

It would be appropriate to say that the competition has become fierce and unlike ever before.
This will most definitely push the profit margins to lower levels from the present.

Costs towards employee remunerations are rising due to changes in regulations and
Omanisation, while the process of receiving money for regular invoices and for variations orders
has slowed down in 2013.

The requirement of In Country Value has now been realized by all concerned and concerted
efforts are being made by various authorities within the Government to see that small and
medium enterprises (SMEs) are encouraged and hand held. Galfar fully supports the national ICV
programme and during the year Galfar spent RO.121 Million on materials and about RO.54
Million on sub-contracting of which over 50% goes to vendors, sub-contractors and SMEs.

Subsidiaries

Galfar has a wholly owned subsidiary called Galfar India. During the year they have formed
Special Purpose Vehicles for executing two new road projects and the construction activities in
these will start shortly. Amongst the construction projects in hand we have achieved considerable
progress and expect to complete these in 2014.

Al Khalij Heavy Equipment & Engineering LLC, a subsidiary of the Company, is engaged in
transportation and logistics business and has performed well during the year. A major portion of
the earnings come from rental of equipment to end users.

Aspire Projects and Services LLC, the wholly owned subsidiary of Galfar, secured projects with
various ministries, one such project worth mentioning is the 4D theatre EPC construction for the
Ministry of Agriculture and Fisheries. Aspire offers Specialized Engineering Solutions to its clients
with their engagement on facilities management through substantially reduced energy costs-



being the most tangible measurement tool in the facilities management industry. This we believe
will attract more clientele interested in real time operating cost reduction.

Galfar Aspire Readymix LLC, has been focusing on the sale of RMC to valued customers across
the construction industry in the buildings and roads infrastructure sectors in Muscat, Nizwa,
Salalah and Sohar. They seek opportunities to expand into associated sectors such as sand and
aggregate production, cement replacement products and precast concrete products etc. Galfar
Aspire firmly believes that this is an opportune period in the Sultanate to expand production
capacity and diversify their activities.

Operations
Galfar maintains its position as the number one contracting company in the Sultanate of Oman.

Details on the operating results of the Company for the year 2013 and outlook for the industry
for 2014 are reflected in the ‘Management Discussion & Analysis’ report included in the Annual
Report for the year 2013.

The summary of the performance of the Company (including Subsidiaries) is as follows:

In RO Million
Gross revenue 412.408 336.504
Profit from 21.036 20.654
Operation
Net Profit After Tax 7.584 9.206

Rights Issue

Galfar successfully completed its Rights Share Issue @15% of shares held in September 2013. As
a result the Paid-up Capital of the Company has gone up to RO. 37.747 million, and the net worth
crossed RO. 100 million mark at the end of the year 2013.

The Company thanks its shareholders for their valuable support.



Omanisation

Galfar is an attractive proposition for Omani nationals seeking long term and gainful employment
in the private sector. We can now boast of Omanisation at all levels with technically qualified
youth working in Galfar. Galfar currently employs 4431 Omani nationals.

Galfar provides a unique experience of career growth to the nationals who join the company,
such that their careers grow through a process of continuous learning, development and skill
building. This is achieved through “mentorship” and close interaction by seniors in similar
discipline.

The two training centers of Galfar at Sohar and Al Hail have now grown into a separate entity,
which trains young Omanis to meet the growing challenges of the construction industry and adds
to the In Country Value.

Corporate Governance

Your Company follows high standards of Corporate Governance. A detailed Corporate
Governance Report is included in the Annual Report for the year ended 2013.

Legal Cases

As part of the ongoing litigations by the Public Prosecution in Oman in the Oil and Gas sector,
legal cases were initiated against three senior members of Galfar’'s Management. These legal
cases are against the individuals and not the Company.

As already disclosed through MSM and press, Dr. P. Mohammed Ali voluntarily resigned from the
Board.

The Directors of the Company are concerned with the recent happenings and 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.

Health, Safety and Environment

Galfar continues to be in the forefront in Health Safety and Environment Management in the
contracting industry in Oman. This is reinforced by the Company being ranked number one for
the second consecutive year in 2013 by Oman Society of Contractors for our exemplary HSE
initiatives & practices.



Outlook

During 2013 your company bagged Rial Omani 170 million worth of new Projects, apart from the
additional jobs awarded in existing service contracts & variations and extensions in existing
projects and the order-book backlog at the beginning of this year is at RO. 610 Million. The
sustainable levels of turnover are in the range of our current levels and your Company will
endeavor to maintain these.

Amongst the many, some of the notable projects are:

1. The Construction of the catering building project at Muscat International Airport (MC13)
for a value of over RO.67 Million (Rial Omani Sixty Seven Million)

2. Provision of Safa & Wadi Latham oil field construction services (Service contract for 2
(two) years for a value of RO. 15 Million (Rial Omani Fifteen Million)

3. The Construction of Medical Centre in Ras Al Hamra Development Project for PDO for a
value USD 10 Million (US Dollar Ten Million)

4. Refurbishment and New Car Park/ Office Complex Project for the Central Bank of Oman
for a value of over RO. 25 Million (Rial Omani Twenty Five Million)

5. Construction of a fishing port at Nabur, Wilayat of Liwa, North al Batinah Governorate for
a value of over RO. 9.8 Million (Rial Omani Nine point Eight Million)

There are several projects in the tendering process where we expect positive results in some of
them in our favour. We believe that in the infrastructure market we will continue to secure
projects regularly.

The construction activity in the Oil and Gas Industry both in the upstream and downstream is
very promising. We expect to participate both as a main contractor and as a sub contractor in the
Civil, Mechanical, Electrical and Instrumentation areas of construction. The Exploration and
Production companies as well as the downstream refinery and petrochemical industry have
already begun their expansions.

In the Roads and Railway sectors the Government Tender Board is now preparing for the
commercial opening of several tenders. Many road tenders are yet to be floated and securing
selected projects out of these will ensure that your Company’s market share is maintained over
the next few years. As is common knowledge the Railway EPC tender qualification exercise has
begun, we expect the construction on the ground to begin towards the end of this year and more
into the coming few years.



The remaining infrastructure industry for power generation, transmission & distribution, water
& waste water is growing with the growth in the demand. Galfar is active in this sector and will
ensure we maintain our fair share here too.

We are currently engaged in the Ports and Harbours projects with two projects already under
execution. We expect a few more tenders in this year which likely would be awarded towards
the third or fourth quarter of this year.

On Record

We are grateful to His Majesty Sultan Qaboos Bin Said for his visionary leadership and providing
opportunities for the private and public sector in participating in the development of the Oman’s
economy.

The Board of Directors would like to thank all Ministries, The Capital Market Authority, Muscat
Securities Market, Muscat Clearing and Depository SAOC, Muscat Municipality, Royal Oman
Police, Petroleum Development of Oman and other Companies working in the Oil & Gas sector
in Oman, Commercial Banks and Financial Institutions in Oman and abroad where we have
relationships, Consultants, Sub contractors, Suppliers and all Clients of the Company, for their
generous cooperation and continued support.

We would also like to thank all the labour force, the staff and management of the Company for
their committed and dedicated efforts extended to improve the company’s performance.

Salim Said Hamad Al Fannah Al Araimi

Chairman



