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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
MUSCAT GASES COMPANY SAOG

Report on the audit of the consolidated and separate financial statements
Qualified opinion

We have audited the consolidated and separate financial statements (the ‘financial statements’) of Muscat
Gases Company SAOG (the ‘Parent Company'), and its subsidiaries (the ‘Group’) which comprise the
statement of financial position as at 31 December 2021, and the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies.

In our opinion, except for the possible effects of the matter described in the 'Basis for qualified opinion’,
section of our report, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group and the separate financial position of the Parent
Company as at 31 December 2021, and their respective financial performance and cash flows for the year
then ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for qualified opinion

As disclosed in note 8 to the consolidated and separate financial statements, the Parent Company's
inventories at 31 December 2021 include LPG (Liquified Petroleum Gas) amounting to RO 718,942 stored
in bulk tankers. This item of the inventory is not stated at the lower of cost or at the net realizable value by
management, which constitutes a departure from IFRSs. The Parent’s Company’s records indicate that this
item of inventory is stated at a value which is much higher than the actual landed cost. Had the management
stated this item of inventory at the lower of cost or at the net realizable value, an amount of RO 475,584
would have been required to write the inventories down to their cost. Accordingly cost of sales is
understated by RO 475,584, and net income and shareholder’s equity are overstated by RO 475,584,

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’s responsibilities for the audit of the financial
statements’ section of our report. We are independent of the Group in accordance with the International
Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code)
together with the ethical requirements that are relevant to our audit of the financial statements in the
Sultanate of Oman, and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the JESBA Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our qualified opinion.
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
MUSCAT GASES COMPANY SAOG (continued)

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the financial statements of the current period. These matters were addressed in the context of our
audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a

separate opinion on these matters.

Key audit matter

How our audit addressed the key audit matter

Revenue recognition (refer note: 21)

We refer to the Group’s significant accounting
policies in note 3 and the revenue related
disclosures in note 21 of the consolidated financial
statements.

The Parent Company and the Group recognises
revenue when it satisfies its performance
obligation, in accordance with the principles of
IFRS 15.

IFRS 15 requires management to make certain key
judgments, such as, identification of distinct
performance obligations in contracts with
customers, determination of transaction price for
the contract, factoring in the consideration payable
to customers (such as rebates and discounts).

Considering all the above factors, revenue is
determined to be an area involving significant risk
and hence requiring significant auditor attention.

Our procedures included, amongst others:

= Obtaining and verifying the customer contracts
on a sample basis and confirming our
understanding of the Group’s sales process
from initiation to collection of receivables,
including design and
controls;

implementation of

= Performing transaction testing based on a
representative sampling of the sales orders to
assess revenue recognition and recognition of
trade receivables

including transactions

occurring at or near the year-end;

= Performing cut off testing for sales made near
the reporting date and testing whether the
revenue was recognised in the appropriate
period by testing sales invoices for sample
transactions and testing the management
assessment involved in this process, wherever
applicable;

= Testing the appropriateness of accruals for
various rebates and discounts as at the year-
end;

= Performing  analytical  procedures  of
disaggregated data of revenue transactions
during the audit period to identify any unusual

trends warranting additional audit procedures.
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF

MUSCAT GASES COMPANY SAOG (continued)

Key audit matters (continued)

Key audit matter

How our audit addressed the key audit matter

Goodwill recognition and testing of impairment (refer note: 5 and 6)

As disclosed in note 5 and note 6 to the
consolidated financial statements, the Group has
acquired 100% investment amounting to
RO 1,404,000 in Al Aman Industrial and House
Gas SPC (“the Subsidiary”). Goodwill amounting
to RO 996,800 had arisen on account of acquisition
of the Subsidiary.

We considered this area as a key audit matter as
this transaction is significant and outside the
normal course of the business for the Parent
Company and the Group. Further, due to the
requirement of carrying out annual impairment
testing for such goodwill, the estimation of which
requires significant judgment, and could therefore
have a material impact on the separate and
consolidated financial results of the Parent
Company and the Group.

Our procedures included, amongst others:
= Assessing the appropriateness of the
management’s accounting for investments.

= Evaluating the rationale of this transaction as it
is significant and outside the normal course of
business for the Parent Company and the
Group;

= Verifying the basis and the reasonableness of

underlying assumptions used for computation
of Goodwill;

= Enquiring with management and verifying the
assessment of impairment as on 31 December
2021 for the Subsidiary.

= Reviewing the methodology used and assess
the reasonableness of estimates used for
carrying out the impairment testing.

= Assessing the disclosure of the acquisition of
subsidiary in the financial statements, against
the requirements of IFRSs;
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
MUSCAT GASES COMPANY SAOG (continued)

Key audit matters (continued)

Key audit matter How our audit addressed the key audit matter

Trade receivables and allowance for credit losses
on trade receivables (refer note: 9)

The Group’s trade receivables (net of allowance for Our procedures included, amongst others:
credit loss on receivables) of RO 3,150,891
represents a significant balance in the consolidated
statement of financial position. In accordance with
the requirements of IFRS 9 the Group is required
to assess the allowance for credit loss on trade

= Requesting and obtaining independent
balance confirmations from the customers
on sample basis;

= Testing the accuracy of the aging of trade
receivables;

receivables based on historical losses which are
then adjusted to reflect the current and forward-

looking information. . : :
5 = Assessing the operating effectiveness of

. . . the credit process;
We considered this area as a key audit matter P

because the uncertainty due to the economic
impacts of Covid-19 pandemic has raised the credit
risk significantly and considering the materiality of
the balances to the consolidated financial
statements.

= Verifying the data underlying the expected
credit loss computation;

= Reviewing the methodology used and
assess the reasonableness of assumptions

o used in preparing the estimate.
Further, the estimation of allowance for expected

credit loss requires significant judgment.

Other information included in the Group’s 2021 Annual Report

Those charged with governance and management are responsible for the other information. Other
information consists of the information included in the Group’s 2021 Annual Report other than the financial
statements and our auditor’s report thereon. We obtained the Chairman’s report, Corporate governance
report and Management discussion and analysis report prior to the date of our auditor’s report, and we
expect to obtain the published 2021 Annual Report after the date of our auditor’s report.

Our opinion on the financial statements does not cover the other information and we do not express any
form of assurance or conclusion thereon.
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
MUSCAT GASES COMPANY SAOG (continued)

Other information included in the Group’s 2021 Annual Report (continued)

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based
on the work we have performed on the other information obtained prior to the date of the auditor’s report,
we conclude that there is a material misstatement of this other information, we are required to report that
fact. We have nothing to report in this regard.

Responsibilities of management and those charged with governance for the financial statements

Those charged with governance are responsible for the preparation and fair presentation of the financial
statements in accordance with IFRSs, the disclosure requirements of the Capital Market Authority and the
relevant requirements of the Commercial Companies Law of the Sultanate of Oman, and for such internal
control as management determines is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, those charged with governance are responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate the Group
or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.
Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
MUSCAT GASES COMPANY SAOG (continued)

Auditor’s responsibilities for the audit of the financial statements (continued)

e  Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Group to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the financial statements. We are
responsible for the direction, supervision and performance of the Group audit. We remain solely
responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that were
of most significance in the audit of the financial statements of the current period and are therefore the key
audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication.
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
MUSCAT GASES COMPANY SAOG (continued)

Report on other legal and regulatory requirements

Further, we report that the financial statements of the Group as at and for the year ended 31 December 2021
comply, in all material respects, with the applicable provisions of the Commercial Companies Law of the
Sultanate of Oman, and the disclosure requirements for Public Joint Stock Companies issued by the Capital
Market Authority.
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MUSCAT GASES COMPANY SAOG AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2021

Parent Parent
Group Company Company
2021 2021 2020
ASSETS Note RO RO RO
Non-current assets
Property, plant and equipment 4 3,078,475 2,622,800 2,749,566
Goodwill 5 996,800 - -
Investment in subsidiaries 6 - 1,901,475 -
Right-of-use assets 7 211,285 211,285 239,944
Trade receivables 9 406,107 406,107 531,063
4,692,667 5,141,667 3,520,573
Current assets
Inventories 8 1,155,131 1,127,349 232,260
Trade and other receivables 9 2,957,102 3,034,588 2.051,995
Cash and bank balances 10 2,459,438 2,419,246 4,540,051
6,571,671 6,581,183 6,824,306
Total assets 11,264,338 11,722,850 IO 344 879
EQUITY AND LIABILITIES /T
Equity
Share capital 11 3,000,000 3,000,000 3.000,000
Statutory reserve 12 1,009,975 1,000,000 1,000,000
Special reserve 13 1,457,067 1,457,067 1,457,067
Land revaluation reserve 753,887 753,887 753,887
Retained earnings 124,850 65,409 436,728
Total equity 6,345,779 6,276,363 0,647,682
Liabilities
Non-current liabilities
Non-current portion of term loans 14 348,279 348,279 582,951
Non-current portion of lease liabilities 15 199,797 199,797 219,878
Employees' end of service benefits 16 70,845 69,868 61,200
Deferred tax liability 19 154,740 153,225 148,520
773,661 771,169 1,012,549
Current liabilities
Term loans 14 227,700 227,700 231,122
Bank borrowings 17 438,827 438,827 -
Lease liabilites 15 26,051 26,051 21,634
Trade and other payables 18 3,411,172 3,952,608 2,383,315
Income tax payable 19 41,148 30,132 48,577
4,144,898 4,675,318 2,684,648
Total liabilities 4,918,559 5,446,487 3,697,197
Total equity and liabiliies 11264338 11722850 10344879
Net assets per share 20 0.212 0.209 0.222

[‘heee fi nanC|al Ststements were approved and authorised for issue by the Board of Directors on
..................... > and slgned on their behalf by

CHAIRMAN
/ . >
The notes on pages 13 to 50 form part c ( ments.
) ™
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MUSCAT GASES COMPANY SAOG AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2021

Note Parent Parent
Group Company Company
2021 2021 2020
RO RO RO
Revenue 21 17,880,989 16,761,608 16,114,242
Cost of sales 22 (17,033,923)  (16,091,342)  (15,233,234)
Gross profit 847,066 670,266 881,008
Other income 23 206,938 264,217 219,675
Allowance for inventories (net) 8 - - 24,578
Allowance for expected credit loss (net) 9 (2,317) 2,317) (3,622)
Administrative and general expenses 24 (795,952) (758,715) (744,119)
Profit from operations 255,735 173,451 377,520
Share of (loss)/profit of an associate - - (253,003)
Gain on disposal of investment in an associate - - 453,610
Finance charges 25 (82,309) (81,972) (98,183)
Profit for the year before taxation 173,426 91,479 479,944
Income tax 19 (40,329) (27,798) (64,473)
Profit for the year 133,097 63,681 415,471
Other comprehensive (loss)/income
Revaluation of land - - (420,000)
Deferred tax (on revaluation of land) 19 - - 63,000
Profit and total comprehensive income for the year 133,097 63,681 58,471
Total comprehensive income for the year attributable to
the owners of the Parent Company 133,097 63,681 58,471
Basic earnings per share 20 0.004 0.002 0.014

The notes on pages 13 to 50 form part of these financial statements.
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