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Income statement
for the year ended 31 December 2008

Notes 2007
RO *000

Revenue 24 153,248 110,588
Expenditure 25 (195,204) (105,690)
Gross (loss) / profit (41,956) 4,898
Interest and investment income 26 1,779 2,731
Share of profits of an associate company 8 797 622
Increase / (decrease) in fair value of long-term receivables 1 (553)
Finance cost (1,686) (1,688)
(Loss) / profit before concession fee and tax (41,065) 6,010
Concession fee 27 (805) (971)
(Loss) / profit before tax (41,870) 5,039
Taxation 21&28 (885) (1,019)
(Loss) / profit after tax (42,755) 4,020
Basic and diluted (loss) / earnings per share (Baisa) 29 (855) 94

The accompanying notes form an integral part of these financial statements.
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Promoting tourism in Oman
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ANNUAL REPORT 2008 OMAN AIR

Statement of changes in equity
for the year ended 31 December 2008

Note
Balance at 1 January 2007 13,283 - 3,735 64 2,832 19,914
Issue of shares 36,717 20,048 - - - 56,765
Profit for the year - - - - 4,020 4,020
Transfer to legal reserve 15 - - 402 - (402) -
Dividend paid for the year 2006 - - - - (1,328) (1,328)
Cumulative changes in fair value 7 - - - 75 - 75
Balance at 1 January 2008 50,000 20,048 4,137 139 5,122 79,446
Loss for the year - - - - (42,755) (42,755)
Cumulative changes in fair value 7 - - - 7 - 7
Balance at 31 December 2008 50,000 20,048 4,137 146 (37,633) 36,698

The accompanying notes form an integral part of these financial statements.
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Cash flow statement
for the year ended 31 December 2008

Operating activities

(Loss) / profit before tax

Adjustments for:

Amortisation / impairment of intangible assets
Decrease in fair value of long term receivables
Depreciation of aircraft, property, plant and equipment
Provision for employees’ end of service benefits charged for the year
Interest and investment income

Share of profit of an associate company

Finance cost

Gain on sale of aircraft, property, plant and equipment

Operating cash flows before movement in working capital
Changes in working capital:

Inventories

Trade and other receivables

Trade and other payables

Provision for maintenance of aircrafts, engines and rotables
Security deposits paid

Cash (used in) / generated from operations
Finance charges paid
Employees’ end of service benefits paid

Net cash (used in) / generated from operating activities

Investing activities

Intangible assets acquired

Purchase of aircraft, property, plant and equipment
Acquisition of investment

Decrease / (increase) in term deposits

Interest and investment income received

Proceeds from sale of aircraft, property, plant and equipment
Share of profits received from an associated company

Net cash used in investing activities
Financing activities

Issue of shares

Government soft loan received

Dividend paid

Net loans and borrowings availed / (repaid)

Net cash from financing activities

Net change in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

The accompanying notes form an integral part of these financial statements.

2008 2007

: RO’000
(41,870) 5,039
1,546 -

1 553

6,832 5,403
675 472
(1,779) (2,731)
(797) (622)
1,686 1,688
(7) 9
(33,713) 9,793
(896) (1,411)
(2,367) (4,025)
8,495 9,401
1,262 177
(845) (2,426)
(28,064) 11,509
(1,658) (1,713)
(190) (323)
(29,912) 9,473
(5,786) -
(58,090) (20,928)
- (6)

15,587 (38,083)
2,795 1,522
52 113

500 499
(44,942) (56,883)
- 56,765

70,000 -

- (1,328)

10,386 (6,503)
80,386 48,934
5,532 1,524
6,790 5,266
12,322 6,790




Notes to the financial statements
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Legal status and principal activities

Oman Air SAOC, formerly Oman Aviation Services Company SAOC, (“the Company”) is an Omani Closed Joint Stock Company
registered under the Commercial Companies Law of the Sultanate of Oman. The principal activities of the Company are to
transport passengers and freight on a scheduled and chartered basis and to provide ground handling, catering and other airline
related services.

The Company was formed under Royal Decree 52/81 dated 24 May 1981 and commenced operations on 1 October 1981. Initial
duration of the Company was for a period of 20 years from the date of commercial registration to 31 January 2002. Prior to
expiry, the Company’s shareholders passed a resolution in an extra-ordinary general meeting on 27 January 2002 extending
the Company’s duration for an indefinite period.

In an extra-ordinary general meeting held on 29 May 2007 the shareholders of the Company approved the transformation of
the legal status of the Company from a General Omani Joint Stock Company (SAOG) to a limited Omani Closed Joint Stock
Company (SAOC).

The Government of Sultanate of Oman has 97.96% shareholding in the Company as at 31 December 2008.
The registered address of the Company is P.O. Box: 58, PC 111, Seeb, Sultanate of Oman.
Adoption of new and revised International Financial Reporting Standards (IFRS)

For the year ended 31 December 2008, the Company has adopted all of the new and revised standards and interpretations
issued by the International Accounting Standards Board (IASB) and the International Financial Reporting Interpretations
Committee (IFRIC) of the IASB that are relevant to its operations and effective for year beginning on 1 January 2008.

The adoption of these standards and interpretations has not resulted in changes to the Company’s accounting policies and has
not affected the amounts reported for the current period.

At the date of authorisation of these financial statements, the following standards and interpretations were in issue but not

yet effective:

1 July 2008

1 October 2008
1 January 2009
1 January 2009
1 January 2009
1 January 2009

IFRIC 13 : Customer Loyalty Programmes

IFRIC 16 : Hedges of a Net Investment in a Foreign Operation

IFRS 1 : (Revised) First-time adoption of International Financial Reporting Standards
IFRS 2 : (Revised) Share-based Payment

IFRS 8 : Operating Segments

IAS 1 : (Revised) Presentation of Financial Statements

IAS 16 : (Revised) Property, Plant and Equipment 1 January 2009
IAS 19 : (Revised) Employee Benefits 1 January 2009
IAS 20 : (Revised) Government Grants and Disclosure of Government Assistance 1 January 2009
IAS 23 : (Revised) Borrowing Costs 1 January 2009
IAS 29 : (Revised) Financial Reporting in Hyperinflationary Economies 1 January 2009
IAS 32 : (Revised) Financial Instruments: Presentation 1 January 2009
IAS 36 : (Revised) Impairment of Assets 1 January 2009
IAS 38 : (Revised) Intangible Assets 1 January 2009
IAS 40 : (Revised) Investment Property 1 January 2009
IAS 41 : (Revised) Agriculture 1 January 2009
IFRIC 15 : Agreements for the Construction of Real Estate 1 July 2009
IFRS 3 : (Revised) Business Combinations 1 July 2009
IFRS 5 : (Revised) Non-Current Assets held for Sale and Discontinued Operations 1 July 2009
IAS 27 : (Revised) Consolidated and Separate Financial Statements 1 July 2009
IAS 28 : (Revised) Investment in Associates 1 July 2009
IAS 31 : (Revised) Interests in Joint Ventures 1 July 2009
IAS 39 : (Revised) Financial Instruments: Recognition and Measurement 1 July 2009
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Notes to the financial statements
for the year ended 31 December 2008 (continued)

Adoption of new and revised International Financial Reporting Standards (IFRS) (continued)

The Directors anticipate that the adoption of the above standards and interpretations in future periods will have no material
impact on the financial statements of the Company, except for IFRS 8 : Operating Segments and IFRIC 13 : Customer Loyalty
Programmes. The Directors are currently assessing these standards and interpretations which may have an impact on the
financial statements of the Company.

Summary of significant accounting policies

These financial statements are prepared in accordance with standards and interpreatations issued by the International
Accounting Standards Board (IASB) and the International Financial Reporting Interpretations Committee (IFRIC) of the IASB
and the requirements of the Commercial Companies Law of 1974, as amended.

Basis of preparation

These financial statements are presented in Rials Omani (“RO”) which is the currency in which the majority of transactions
are denominated and are rounded off to the nearest thousand.

These financial statements are prepared on historical cost basis as modified by measurement of certain financial instruments
at fair value.

A summary of significant accounting policies, which have been consistently applied by the Company and are consistent with
those used in the previous year, is set out below:

Aircraft, property, plant and equipment

Aircraft, property, plant and equipment are stated at cost less accumulated depreciation and any identified impairment loss.
Borrowing costs, net of interest income, which are directly attributable to acquisition of items of aircraft, property, plant and
equipment, are capitalised as the cost of aircraft, property, plant and equipment.

Subsequent expenditure

Expenditure incurred to replace a component of an item of aircraft including major inspection and overhaul expenditure is
capitalised. Other subsequent expenditure is capitalised only when it increases the future economic benefits embodied in the
item of aircraft, property, plant and equipment. All other maintenance expenditure is recognised in the income statement as
an expense as and when incurred.

Cost of expenses incurred for regular inspections of air frame and engines are capitalised and depreciated over the period
between consecutive inspections which is generally 8 and 3 years respectively.

Depreciation

Depreciation is calculated so as to write off the cost of aircraft, property, plant and equipment (other than capital work in
progress) on a straight line basis over the expected remaining useful economic life of the asset concerned.

The estimated useful lives used for this purpose are:

Airframe 25
Engines and rotables 15
Tools 5
Buildings 5to 25
Plant and equipment 5to7.5
Vehicles, office equipment and furniture 3to5

Until 2005, the cost of aircraft, engines and rotables were depreciated over a period of 12 to 25 years. During 2006, in
order to achieve full compliance with IFRS, the Company further bifurcated the cost of aircraft into airframe, engines and
maintenance costs each with separate useful lives.

Intangible assets

The Company considers an intangible asset as an identifiable non-monetary asset without physical substance. The three
critical attributes of an intangible asset are:

(a) identifiability;

(b) control (power to obtain benefits from the asset); and
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Notes to the financial statements
for the year ended 31 December 2008 (continued)

3.  Summary of significant accounting policies (continued)
(c) future economic benefits (such as revenues or reduced future costs).
An intangible asset is identifiable when it:

(a) is separable (capable of being separated and sold, transferred, licensed, rented, or exchanged, either individually or as

part of a package) or;

(b) arises from contractual or other legal rights, regardless of whether those rights are transferable or separable from the
entity or from other rights and obligations.

Amortisation is the systematic allocation of the depreciable amount of an intangible asset over its useful life. Carrying
amount is the amount at which an asset is recognised in the balance sheet after deducting any accumulated amortisation and
accumulated impairment losses thereon.

Leases

Finance leases, which transfer to the Company substantially all the risks and benefits incidental to ownership of the leased
item, are capitalised at the inception of the lease at the fair value of the leased asset or, if lower, at the present value of the
minimum lease payments. Lease payments are apportioned between the finance charges and reduction of the lease liability so
as to achieve a constant rate of interest on the remaining balance of the liability. Finance charges are charged to the income
statement.

Capitalised leased assets are depreciated over the shorter of the estimated useful life of the asset or the lease term.

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are classified as operating
leases. Operating lease payments are recognised as an expense in the income statement on a straight-line basis over the lease
term.

Impairment

At each balance sheet date, the Company reviews the carrying amounts of its assets (or cash-generating units) to determine
whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable
amount of the assets is estimated in order to determine the extent of the impairment loss (if any).

The loss arising on an impairment of an asset is determined as the difference between the recoverable amount and the
carrying amount of the asset and is recognised immediately in the income statement.

Where an impairment loss subsequently reverses, the carrying amount of the assets is increased to the revised estimate of its
recoverable amount and the increase is recognised as income immediately, provided that the increased carrying amount does
not exceed the carrying amount that would have been determined had no impairment loss been recognised earlier.

Available-for-sale investments

Investments intended to be held for an indefinite period of time but which may be sold in response to needs for liquidity or
changes in interest rates or equity prices, are classified as available-for-sale.

Available-for-sale investments are initially recognised at cost, which includes transaction costs, and are, in general,
subsequently carried at fair value. Available-for-sale equity investments that do not have a quoted market price in an active
market, and for which other methods of reasonably estimating fair value are inappropriate, are measured at cost, as reduced
by allowances for estimated impairment.

For available-for-sale investments, gains and losses arising from changes in fair value are recognised directly in equity, until
the security is disposed of or is determined to be impaired, at which time the cumulative gain or loss previously recognised
in equity is included in the profit or loss for the period. Impairment losses recognised in profit or loss for equity investments
classified as available-for-sale are not subsequently reversed through profit or loss.

Investments in associate

An associate is an entity over which the Company has significant influence and that is neither a subsidiary nor an interest in a
joint venture. Significant influence is the power to participate in the financial and operating policy decisions of the investee
but is not control or joint control over those policies.

The results and assets and liabilities of associates are incorporated in these financial statements using the equity method
of accounting, except when the investment is classified as held for sale, in which case it is accounted for under IFRS 5 Non-
current Assets held-for-sale and Discontinued Operations. Under the equity method, investments in associates are carried in
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Notes to the financial statements
for the year ended 31 December 2008 (continued)

3. Summary of significant accounting policies (continued)

the balance sheet at cost as adjusted for post-acquisition changes in the Company’s share of the net assets of the associate,
less any impairment in the value of individual investments. Losses of an associate in excess of the Company’s interest in
that associate (which includes any long-term interests that, in substance, form part of the Company’s net investment in the
associate) are not recognised.

Inventories

Inventories are stated at the lower of cost and net realisable value. Costs comprise purchase cost and, where applicable,
direct labour costs and those overheads that have been incurred in bringing the inventories to their present location and
condition. Cost is calculated principally using the weighted average method. Net realisable value is the estimated selling price
in the ordinary course of business, less the estimated costs of completion and selling expenses.

Financial instruments

Financial assets and liabilities are recognised on the Company’s balance sheet when the Company becomes a party to the
contractual provisions of the instrument.

The principal financial assets are long-term receivables, term deposits, trade and other receivables, and cash and bank
balances.

Long-term receivables are carried in the balance sheet at their principal amount less any impairment for time value of
money.

Trade and other receivables are initially measured at their fair value and subsequently measured at amortised cost, using
the effective interest method. Appropriate allowances for estimated irrecoverable amounts are recognised in the income
statement when there is objective evidence that the asset is impaired.

The principal financial liabilities are interest-bearing loans and borrowings and trade and other payables.

Interest bearing loans and borrowings are initially measured at fair value, and are subsequently measured at amortised cost
using the effective interest method. Any difference between the proceeds (net of transaction costs) and the settlement of
borrowings is recognised over the term of the borrowings.

Trade and other payables are initially measured at their fair value and subsequently measured at amortised cost, using the
effective interest method.

Share capital is stated at the net proceeds received, less direct issue costs.
Deferred government grant

Interest subsidy is recognised in the balance sheet initially as a deferred Government grant and is amortised over the life of
the loan based on the effective interest method in the same years in which the interest expense is incurred.

Provisions

A provision is recognised in the balance sheet when the Company has a legal or constructive obligation as a result of a past
event and it is probable that it will result in an outflow of economic benefits that can be reasonably estimated.

Provision for employees’ end of service benefits

Provision for employees’ end of service benefits for non-Omani employees is made in accordance with the Oman Labour Law
and is based on current remuneration and cumulative years of service at the balance sheet date.

End of service benefits for Omani employees are contributed in accordance with the terms of the Social Securities Law of 1991.
Taxation

Income tax is calculated as per the fiscal regulations of the Sultanate of Oman.

Current tax is the expected tax payable on the taxable income for the year, using the tax rates ruling at the balance sheet date.
Deferred tax

Deferred tax is provided using the balance sheet liability method, providing for temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for income tax purposes. Deferred tax
is calculated on the basis of the tax rates that are expected to apply to the period when the asset is realised or the liability
is settled. The tax effects on the temporary differences are disclosed under non-current liabilities as deferred tax.
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Notes to the financial statements
for the year ended 31 December 2008 (continued)

3.  Summary of significant accounting policies (continued)

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against
which the unused tax losses and credits can be utilised. Deferred tax assets are reduced to the extent that it is no longer
probable that the related tax benefit will be realised.

Revenue

Passenger ticket and cargo airway bills sales, net of commission, are recognised as current liabilities in an unearned revenue
account until recognised as revenue when the transportation service is provided. Unused tickets are recognised as revenue
after one year from the date of sale.

Other revenue is recognised at the time the service is provided, net of rebate.
Interest income is accounted on accrual basis by reference to the amount outstanding and the applicable interest rates.
Foreign currencies

Transactions denominated in foreign currencies are initially translated into Rials Omani at the rates of exchange prevailing
on the date of the transaction. Monetary assets and liabilities denominated in such currencies are translated at the rates
prevailing on the balance sheet date. Gains and losses arising from foreign currency transactions are dealt with in the income
statement.

Cash and cash equivalents

For the purpose of cash flow statement, the Company considers all bank and cash balances with an original maturity of less
than three months from the date of placement and bank overdraft to be cash and cash equivalents.

Directors’ remuneration

Directors’ remuneration is computed in accordance with the provisions of the Commercial Companies Law and the requirements
of Capital Market Authority and is charged in the income statement.

4. Critical accounting judgments and key sources of estimation uncertainty

The presentation of financial statements, in conformity with IFRSs, requires Management to make judgements, estimates and
assumptions that affect the application of policies and reported amounts of assets and liabilities, income and expenditures.
The estimates and associated assumptions are based on historical experiences and various other factors that are believed to
be reasonable under the circumstances, the results of which form the basis of making the judgements about carrying values
of assets and liabilities that are not readily apparent from other sources. Actual results may differ from those estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimates are revised if the revision affects only that period, or in the period of the revision and
future periods if the revision affects both current and future periods.

The following are the critical accounting estimates and matters involving significant judgements:
(a) Classification of investments

Management decides on acquisition of an investment whether it should be classified as held for trading, carried at fair value
through profit or loss account, or available-for-sale or held-to-maturity investments.

Available-for-sale investments

Management follows the guidance set out in International Accounting Standard (IAS) 39 Financial Instruments: Recognition
and Measurement on classifying non-derivative financial assets as available-for-sale. This classification requires Management’s
judgement based on its intentions to hold such investments.

Valuation of unquoted equities

Valuation of unquoted equity investments is normally based on recent market transactions on an arm’s length basis, fair value
of another instrument that is substantially the same, expected cash flows discounted at current rates for similar instruments
or other valuation models.

(b) Impairment of available-for-sale investment

The Company determines that available-for-sale investments are impaired when there has been a significant or prolonged
decline in the fair value below its cost. This determination of what is significant or prolonged requires judgement. In making

this judgement, Management evaluates among other factors, the normal volatility in share price. In addition, impairment
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Notes to the financial statements
for the year ended 31 December 2008 (continued)

4. Critical accounting judgments and key sources of estimation uncertainty (continued)

may be appropriate when there is evidence of deterioration in the financial health of the investee, industry and sector
performance, changes in technology and operational and financing cash flows.

(c) Depreciation

Depreciation is charged so as to write off the cost of assets over their estimated useful lives. The calculation of useful lives
is based on Management’s assessment of various factors such as the operating cycles, the maintenance programs, and normal
wear and tear using its best estimates.

(d) Provision for obsolete and slow moving inventories

Provision for obsolete and slow moving inventories is based on Management’s assessment of various factors such as the
usability, the maintenance programs, and normal wear and tear using its best estimates.

(e) Provision for impaired debts

Provision for impaired debts is based on Management’s best estimates of recoverability of the amounts due along with the
number of days for which such debts are due.

5. Aircraft, property, plant and equipment

Cost

At 1 January 2007 43,619 21,690 754 6,770 12,055 5,574 152 90,614
Transfers - - 6 - - 61 (67) -
Additions - 1,269 15 343 552 564 18,185 20,928
Disposals / write offs - (1,361) (138) (21) (423) (1,105) (41) (3,089)
At 1 January 2008 43,619 21,598 637 7,092 12,184 5,094 18,229 108,453
Transfers 10,328 13,128 16 87 4,897 583 (29,039) -
Additions - - - - - - 58,090 58,090
Disposals / write offs - (481) - 9) (89) (96) (24) (699)
At 31 December 2008 53,947 34,245 653 7,170 16,992 5,581 47,256 165,844

Depreciation

At 1 January 2007 8,471 8,293 660 3,527 7,640 4,240 - 32,831
Charge for the year 1,913 1,992 7 320 722 449 - 5,403
Disposals / write offs - (1,327) (138) (19) (409) (1,094) - (2,987)
At 1 January 2008 10,384 8,958 529 3,828 7,953 3,595 - 35,247
Charge for the year 2,253 2,678 14 287 1,126 474 - 6,832
Disposals / write offs - (481) - (8) (82) (82) - (653)
At 31 December 2008 12,637 11,155 543 4,107 8,997 3,987 - 41,426
Carrying amount

31 December 2008 41,310 23,090 110 3,063 7,995 1,594 47,256 124,418

31 December 2007 33,235 12,640 108 3,264 4,231 1,499 18,229 73,206

The Company owns one Boeing 737-700 and two ATR 42-500 aircrafts and has acquired three Boeing 737-800s under finance
lease arrangements.
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Notes to the financial statements
for the year ended 31 December 2008 (continued)

5. Aircraft, property, plant and equipment (continued)

A financing agreement was signed with the lead arrangers on 4 February 2003 for the purchase of one Boeing 737-700
(delivered in June 2002) and aircraft spares. The loan is secured by guarantee provided by the Government of the
Sultanate of Oman and the aircraft is mortgaged in favour of Government of Sultanate of Oman (Notes 17 and 19).

In 2005, the Company had leased out the two ATR 42-500 aircrafts for the period up to 31 December 2009 to Deccan
Aviation Private Limited, a private company registered in India. During the year 2006, the Company exercised its option
to recall one of these aircraft which is being used for Occidental Mukhaizna LLC operations from January 2007. During
the year 2008, the Company exercised its option to recall the second aircraft for deployment into scheduled service
operations.

During the year 2003, the Company entered into a lease agreement with Wings of Oman Limited, a company registered in
the Cayman Islands, for the lease of one Boeing 737-800 (delivered in July 2003). The net carrying amount of the leased
aircraft was in the amount of approximately RO 11,141,337 (2007 - RO 11,801,826) (Note 18).

During the year 2005, the Company entered into another lease agreement with Khanjar of Oman Limited, a company
registered in the Cayman Islands, for the lease of one Boeing 737-800 (delivered in March 2005). The net carrying amount
of the leased aircraft was in the amount of approximately RO 12,782,805 (2007 - RO 13,698,630) (Note 18).

During the current year, the Company entered into another lease agreement with Frankincense of Oman Limited, a
company registered in the Cayman Islands, for the lease of one Boeing 737-800 (delivered in March 2008). The net
carrying amount of the leased aircraft was in the amount of approximately RO 17,068,339 (2007 - Nil) (Note 18).

Land on which buildings have been constructed by the Company is owned by the Directorate General of Civil Aviation and
Meteorology (DGCAM). In accordance with the combined term sheet agreement with the DGCAM, dated June 2001, the
Company was granted the continuing right to occupy and use the premises for the provision of ground handling, cargo
handling and catering services at the Seeb International Airport (renamed Muscat International Airport effective from
February 2008) and Salalah airport (Note 27). On expiry of the term sheet agreement, the assets in existence, purchased
prior to 1 January 2002, will be purchased by the airport operator at their open market value, as determined by an
independent valuer except for the catering premises building which will be purchased at its net book value.

Additions to assets subsequent to 1 January 2002, approved by the airport operator during the validity of the term sheet
agreement, will be purchased by the airport operator at an agreed residual value on expiry of the agreement.

2007
RO °000

6. Intangible assets

Cost

Balance at 1 January - -
Additions during the year 5,786 -
Balance at 31 December 5,786 -

Amortisation / impairment
Balance at 1 January - -

Amortisation for the year (323) -
Impairment for the year (1,223) -
Balance at 31 December (1,546) -
Carrying amount 4,240 -

Intangible assets represent timing slots purchased during the year. At 31 December 2008, the carrying value of the
timing slots was assessed as required by IAS 36 - Impairment of assets and an impairment of RO 1.223 million has been
recognised.

Amortisation on these assets is charged to the income statement on a straight-line basis over the estimated useful life

of five years.
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Notes to the financial statements
for the year ended 31 December 2008 (continued)

7. Available-for-sale investments

2007
RO *000

Balance at 1 January 389 308
Purchased during the year - 6

389 314
Fair value changes during the year 7 75
Balance at 31 December 396 389
Quoted local equity investments 296 289
Unquoted local equity investments 100 100

396 389

The movement in the cumulative changes in the fair value of available-for-sale investments is as follows:

2007
RO 000

1 January 139 64
Net unrealised gain during the year 7 75

31 December 146 139

Available-for-sale investments are analysed as follows:

Fair value Cost
2007 2007
RO’000 RO’000
Quoted local equity investments:

Banks and investment 133 36 135 36
Services 163 30 154 30
296 66 289 66

Unquoted local equity investments:
Services 100 100 100 100

396 166 389 166

Management considers the carrying value of unquoted local investments to be the fair value at the balance sheet date.

At the current and prior year balance sheet date none of the Company’s investment holdings represents 10% or more of the
investee’s share capital.

Details of the Company’s investment holding exceeding 10% of the market value of the Company’s total portfolio as of 31
December 2008 are as follows:

Number of Portfolio Fair
Securities Holding value Cost
(%) RO’000 RO’000
MSM quoted securities:
National Finance Company SAOG 815,050 45 133 36
Oman United Insurance SAOG 151,356 6 19 16

Others 12,746 49 144 14
100 296 66
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Notes to the financial statements
for the year ended 31 December 2008 (continued)

8. Investment in an associate company

2007
RO *000

Cost 75 75
Share of profits at the beginning of the year 1,066 943
Share of profit for the year 797 622
Dividends received in the year (500) (499)

1,438 1,141

Investment in an associate company represents 50% equity in Oman Sales and Services LLC, a limited liability company
registered in the Sultanate of Oman, at a cost of RO 75,000.

Summarised financial information of the associate (based on unaudited accounts) is as below:

2008 2007
RO 000 RO *000

Revenue 12,841 10,311
Profit after tax 1,594 1,244
Assets 5,124 4,117
Liabilities 2,255 1,841

9. Long-term receivables

Long-term receivables represent interest free security deposits placed to secure the lease of aircraft. The maturity of such
deposits is as follows:

2008 2007
) 000 RO ’000

Maturity
February 2009 - 475
March 2009 - 334
April 2009 - 472
May 2009 - 146
August 2009 - 205
October 2009 - 203
April 2011 75 -
May 2012 358 322
February 2013 353 282
April 2014 208 -
May 2014 138 -
December 2016 671 344
February 2017 395 163
July 2017 524 -
August 2017 68 -
September 2017 522 -
October 2017 67 -
February 2019 412 -
3,791 2,946
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Notes to the financial statements
for the year ended 31 December 2008 (continued)

10. Inventories

2008 2007
D00 RO ’000
Aircraft consumables 3,810 3,305
Catering stock 330 334
Passenger consumables 751 477
General 975 758
5,866 4,874
Provision for obsolete and slow moving inventories (744) (648)
5,122 4,226
Movement in provision for obsolete and slow moving inventories: o -
1 January 648 678
Additional provision during the year 124 163
Amounts utilized during the year (28) (193)
31 December 744 648
11. Trade and other receivables
Airlines and charterers 2,195 2,548
Travel agents 8,832 8,866
Ministries 1,102 745
Others 480 714
Provision for impaired debts (302) (347)
Trade receivables 12,307 12,526
Other receivables 3,166 6,031
Prepaid expenses 5,646 1,211
21,119 19,768
Movement in provision for impaired debts: - -
1 January 347 395
Additional provision during the year 1 4
Amounts recovered during the year (46) (52)
Debtors written off during the year - -
31 December 302 347

Trade receivables include amounts due from related parties amounting to RO 13,936 (2007 - RO 851,269).

Owing to the nature of the Company’s operations, it undertakes transactions with a large number of customers in various
countries. Trade receivables include amounts totalling RO 6,217,486 (2007 - RO 6,461,350) due in foreign currencies,
mainly US Dollars.

The Company had purchased options from the manufacturer to buy four ATR 42-500 aircrafts. Since the Company does
not have a firm date to exercise these options, a provision has been created.

12. Term deposits

Term deposits, in the amounts of RO 32 million (2007 - RO 47.587 million), represent deposits with commercial banks in
Oman. These term deposits mature within six months from the balance sheet date and are denominated in Rials Omani,
earning interest ranging between 5.35% to 6.35% (2007 - 4.90% to 5.65% per annum).
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13. Cash and bank balances

Cash and bank balances in the balance sheet comprise the following:

Cash and bank balances 12,322

2007

RO *000

6,790

4
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Cash and bank balances include amounts aggregating RO 3,876,028 (2007 - RO 1,999,701) held with banks in India, Egypt
and Bangladesh in local currencies. Prior approval from regulatory authorities of the respective countries is required for the

transfer of these funds.

14. Share capital

- 2007

RO ’000
Authorised share capital (shares of RO 1 each) 50,000 50,000
Issued and paid up share capital (shares of RO 1 each) 50,000 50,000

Shareholders who own 10% or more of the Company’s shares, whether in their name, or through a nominee account, and the

number of shares they hold are as follows:

% of
Shareholding

Government of Sultanate of Oman 97.96 48,980,948 85.23

Share premium

2007

No. of shares

42,613,724

In 2007, the Board of Directors proposed to increase the issued share capital to RO 50,000,000 by way of a preferential
allotment to the Government of Sultanate of Oman. This resolution was approved by the shareholders in an Extra-ordinary
general meeting held on 28 February 2007. Consequently 36,717,500 shares were issued resulting in a share premium reserve

of RO 20,047,755 being created.

15. Legal reserve

In accordance with the Commercial Companies Law of 1974, as amended, 10% of the Company’s net profits after the deduction
of taxes will be transferred to a non-distributable legal reserve each year until the amount of such legal reserve has reached
a minimum one-third of the Company’s issued share capital. This reserve is not available for distribution to shareholders as

dividends.

16. Provision for maintenance of aircraft, engines and rotables

Provision for maintenance of aircraft, engines and rotables 2,632
Current portion (836)
Long term portion 1,796

Movement during the year is as follows:

1 January 1,370
Additional provisions during the year 2,043
Reversed during the year (88)
Utilised during the year (693)

31 December 2,632

2007

RO *000

1,370

(441)

929

1,193

576
(217)
(182)

1,370

Provision for maintenance of aircraft, engines and rotables is recognised only when the Company has a present obligation
(legal or constructive) arising from a past event, and the costs to settle the obligation are both probable and can be measured

reliably. The amount to be incurred within the next year is shown under the current liabilities.
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17. Interest-bearing loans and borrowings

18.

19.

2007
RO *000

Term loans 8,453 10,143
Finance lease liabilities (Note 18) 32,767 20,691

41,220 30,834
Current portion = -
Term loans (1,691) (1,691)
Finance lease liabilities (Note 18) (3,159) (2,057)

(4,850) (3,748)
Non-current portion 36,370 27,086

At the balance sheet date the Company has two term loans.

The first term loan in the amount of RO 5,557,434 denominated in US Dollars is for the purchase of one Boeing 737-700 aircraft.
The loan is a syndicated loan participated by one foreign and two local banks with the lead arranger being BankMuscat. The
loan is repayable in 40 equal quarterly installments commencing from February 2004. The Company has the option to repay
the loan in part or full on any of the repayment dates. The Government of Oman has given a guarantee for the repayment of
the loan and the aircraft is mortgaged in favour of Government of Sultanate of Oman (Notes 5 and 19).

The second term loan in the amount of RO 2,895,449 denominated in US Dollars is for the purchase of spares for the
Boeing aircraft. The loan is a syndicated loan participated by one foreign and two local banks with a lead arranger being
BankMuscat. The loan is repayable in 40 equal quarterly installments commencing from February 2004. The Company has the
option to repay the loan in part or full on any of the repayment dates. The Government of Oman has given a guarantee for
the repayment of the loan and the spares are mortgaged in favour of Government of Sultanate of Oman (Note 19).

The rate of interest on the above loans is three months LIBOR + 0.9%. The effective rate of interest on the above loans was in
the range of 3.17% to 5.92% per annum (2007 - 5.92% to 6.29 % per annum).

Finance lease liabilities

The Company has finance lease liabilities in respect of three (2007 - two) Boeing 737-800 aircrafts. Finance lease liabilities
are payable as follows:

Minimum lease payments Present value of
minimum lease payments

2007 2007
RO’000 RO’000

Less than one year 4,487 2,917 3,159 2,057
Between one year and five years 22,434 14,580 17,921 11,693
More than five years 12,760 7,430 11,687 6,941

39,681 24,927 32,767 20,691
Future finance charges (6,914) (4,236) - -
Total 32,767 20,691 32,767 20,691

Under the terms of the lease agreement no contingent rents are payable.

Government soft loan

2007
RO *000

Government soft loan 80,000 10,000
Less: deferred government grant (30,641) (3,389)
49,359 6,611

The Government of the Sultanate of Oman has provided the interest free loans of RO 80 million. The first loan was disbursed
in January and February 2005 amounting to RO 10 million. The loan is repayable in 10 equal annual instalments from January
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19.

20.

21.

22.

Government soft loan (continued)

2011. The loan is secured against a mortgage of one B 737-700 aircraft and associated spares. Under the loan agreement signed
with the Government, the Company cannot distribute any profit if any instalment is due and not paid by the Company.

The second loan was disbursed in May, October and December 2008 amounting to RO 70 million for the purchase and lease of
aircrafts. The loan is repayable in 20 equal half yearly instalments from May 2014.

Soft loan from the Government is stated at amortised cost. In accordance with Capital Market Authority (CMA) circular 1 of
2002 and IAS 39, the difference between the carrying value and fair value of the loan has to be shown as “deferred government
grant” and is to be recognised as income over the loan period as necessary to match it with the related costs, which it is
intended to compensate on a systematic basis. The current market weighted average interest rate has been considered for
this calculation. However, the current portion of recognised deferred government income is equivalent to the related interest
cost. Hence, there is no impact on the current year results.

Employees’ end of service benefits

Movement in the provision for end of service benefits during the year is as follows:

2007
RO *000

1 January 2,312 2,163
Charge for the year 675 472
Payments during the year (190) (323)
31 December 2,797 2,312

Deferred tax liability

Deferred income taxes are calculated on all temporary differences under the liability method using a principal tax rate of
12%. The net deferred tax (liability) / asset and deferred tax charge in the income statement are attributable to the following
items:

Charged to
income
1 Jan 2007 statement 31 Dec 2007
RO ’000 RO 000 RO ’000
Asset
Carried forward losses 1,886 (495) 1,391 2,300 (414) 1,886
Liability
Accelerated tax depreciation (2,992) (390) (3,382) (2,387) (605) (2,992)
(1,106) (885) (1,991) (87) (1,019) (1,106)
Trade and other payables
2007
RO ’000
Trade payables 7,603 6,943
Advances from customers 10,692 8,934
Other payables 14,036 10,346
Accrued expenses 7,177 4,762

39,508 30,985
Trade payables include aggregate amounts of RO 2,186,054 (2007 - RO 1,920,989) due in foreign currencies, mainly in Indian
Rupees and US Dollars.

Trade payables include amounts due to related parties amounting to RO 336,000 (2007 - RO 236,455).
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23. Net assets per share

Net asset per share is calculated by dividing the net assets at the year end by the number of shares outstanding as follows:

Net assets (RO "000) 36,698 79,446
Number of shares outstanding at balance sheet date (’000s) m m
Net assets per share (RO) 0.734 1.589
24. Revenue
- 2007
RO "000
Scheduled services - international 114,594 77,536
Scheduled services - domestic 13,174 9,444
Air charter services 10,869 7,107
Handling fees 10,771 11,785
Catering 3,443 4,626
Other revenue 397 90
153,248 _ 110,588
25. Expenditure
- 2007
RO "000
Operating lease rentals on aircraft 27,757 11,662
Fuel cost 5ON8Y 25,339
Maintenance cost 8,163 6,055
Other aircraft operating expenses 18,580 9,942
Passenger related costs 10,716 6,828
Cost of catering materials consumed 3,088 2,484
Employee costs 44,553 28,190
Insurance costs 968 860
Omani training and development costs 636 322
Depreciation 6,832 5,403
Amortisation / impairment 1,546 -
Others 12,626 8,605
195,204 105,690
Employee cost includes the following:
Wages and salaries 35,395 23,235
Other benefits 7,535 3,658
Increase in liability for employee benefits 675 472
Contribution to a defined retirement plan 948 825
44,553 28,190
26. Interest and investment income
Interest on term deposits 1,762 2,722
Dividends 17 9

1,779 2,731
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27. Aviation services agreement and combined term sheet agreement

28.

In accordance with the aviation services agreement between the Company and the Ministry of Communications, Government
of the Sultanate of Oman (the “Government”), the Company has been granted the right to operate domestic and international
airline services and to provide aircraft passenger and cargo handling facilities and airline catering and other services in
Oman. The Company has the sole right to use the utilities and facilities provided by the Government for such purposes. The
agreement was for a period of twenty years up to 24 May 2001.

In June 2001 through a combined term sheet agreement, the Director General of Civil Aviation and Meteorology (DGCAM),
acting in accordance with a Cabinet Decision of 4 April 2000 and a decision issued by the Committee of Ministers dated 13
June 2000, extended the Company’s ground handling and cargo handling services concessions, for a period of five years, and
its catering services concession for a period of ten years, all effective from 1 January 2002. The Company’s rights to operate
its scheduled and charter airline services were extended for an indefinite period.

During the year 2007, the ground handling concession has been extended till 2010 or the opening of new international airport
terminal, whichever is earlier and cargo handling services concession has been extended till 31 December 2008. The Company
has paid the charges payable to the concerned concessionaire Oman Airport Management Company SAOC (OAMC) in line with
the amounts payable under the amended terms of the concession agreements as enumerated herein.

Subsequent to 31 December 2008, the Company has received an intimation from OAMC expressing its intention to extend the
ground handling concession till 31 December 2011 and the cargo handling services concession till 31 December 2009 on the
existing terms.

The following charges set out in the aviation services agreement are included in the financial statements:
2007
RO ’000
Rent 200 200

Concession fee 805 971

Under the combined term sheet agreement, effective 1 January 2002, the Company will pay to the Airport Operating Company
the following concession fees:

Ground handling fee ;2% of monthly turnover from NOC handling, crew transport and radio rental revenue
provided to third parties.

7.5% of the monthly turnover received from ground handling services provided to third
parties.

Cargo handling fee : 2% of monthly turnover from agency commission and 50% of demurrage collected from third
parties.

7.5% of the monthly turnover received from cargo handling services provided to third parties.

Catering fees ;5% of the monthly turnover received from catering services provided for use on Airport for
third parties and 3% of monthly turnover for off-airport catering services.

Income tax charge

Income tax is provided as per the provisions of the law of income tax on companies in the Sultanate of Oman as adjusted for
items that are either disallowed or non-available. No amount of tax provision was necessary during the year as the Company
had taxable loss for the current year. The Secretariat General for Taxation at the Ministry of Finance has not completed
the Company’s tax assessments for the years from 2005 to 2007. The deferred tax on all temporary differences have been
calculated and dealt with in the income statement (Note 21).

The Company has tax losses available for offset against future taxable profits as follows:

2007
RO *000

Available to 31 December 2007 - assessed 3,791 4,124
Available to 31 December 2008 - assessed - 3,791
3,791 7,915
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29.

30.

31.

Basic and diluted earnings per share

(Loss) / profit for the year (RO *000) (42,755) 4,020
Weighted average number of shares outstanding during the year (‘000) 50,000 42,858
Basic and diluted (loss) / earnings per share (Baisa) (855) 94

The par value of each share is RO 1. The earnings per share is calculated by dividing the profit for the year by the weighted
average number of shares outstanding during the year.

Related parties

Related parties comprise the shareholders, Directors, key management personnel and business entities in which they have the
ability to control or exercise significant influence in financial and operating decisions.

The Company maintains balances with these related parties which arise in the normal course of business from the commercial
transactions and are entered into at terms and conditions which the Directors consider to be comparable with those adopted
for arms length transactions with third parties. Outstanding balances at period end are unsecured and settlement occurs in
cash.

No expenses have been recognised in the year for impaired debts in respect of amounts owed by related parties.

Following is the summary of significant transactions with related parties during the year:
2007
RO ’000

Purchase of goods / services 4,708 3,368

Expenses

The amount due from / due (to) related parties are included in Note 11 and 22 respectively.
Key management personnel benefits

Key management personnel are those persons having authority and responsibility for planning, directing and controlling the
activities of the Company, directly or indirectly, including any Director (whether executive or otherwise).

2007
RO *000

Short term benefits 151 99
Post employment benefits 9 7
Directors’ remuneration and sitting fees 22 35

182 141

Business and geographical segments
a. Operating segment

The Company is organised into four major operating divisions - airline, ground and catering cargo handling. The airline division
provides passenger and cargo services on a scheduled and charter basis. The catering division provides in-flight and airport
retail catering services. The cargo division provides cargo handling services. The ground handling division provides airline
support services.
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31.

32.

Business and geographical segments (continued)

The Company reports its primary segments information separately for its airline and catering divisions and by combining its
cargo and ground handling divisions. This information is presented as follows:

Airline Catering Ground and cargo handling Total
I I R e
RO’000 )00, RO’000 )00 RO’000 )00 RO’000
Revenue
Total revenue 141,983 97,031 9,963 8,192 12,382 11,767 164,328 116,990
Inter division revenue (762) (483) (6,520) (3,566)  (4,195) (2,443) (11,477)  (6,492)
Other income - - - - - - 397 90
External revenue 141,221 96,548 3,443 4,626 8,187 9,324 153,248 110,588
Segment (loss) profit including
inter division (loss) / profit (39,948) 2,718 3,317 2,713 1,056 2,509 (35,575) 7,940
Common costs (6,381) (3,042)
Operating (loss) / profit (41,956) 4,898
Finance cost (1,686) (1,688)
Interest and investment income 1,779 2,731
Share of profits of an associate company 797 622
Increase / (decrease) in fair value of long-term receivables 1 (553)
Concession fee (805) (971)
Deferred tax charge (885) (1,019)
(Loss) / profit for the year (42,755) 4,020

As each of the Company’s divisions operate within the airline industry, the Company’s reporting structure encompasses the
assets and liabilities for all the divisions and hence segmental analysis of assets and liabilities is not provided.

b. Geographical segment

Although the Company’s geographic business segments are managed centrally, they operate in two principal geographical
markets, the domestic market in the Sultanate of Oman and the overseas markets. The following table shows the distribution
of the Company’s revenues; inclusive of inter division revenues, by geographical market:

Oman Overseas Total
2007 2007 2007
\ RO’000 \ RO’000 RO’000
Revenue 49,734 38,971 114,594 77,536 164,328 116,507

Commitments and contingencies

a. Capital commitments

o oo
RO ’000 RO 000

Capital expenditure commitments 2,220 1,009

b. Operating lease commitments

Details of aircraft lease agreements are as follows:
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32.

33.

Commitments and contingencies (continued)

Aircraft type

737-800 9 (6) 3
737-700 1 (1) 4
A310-314 2 ) ]
A330-200 2 - 2
_ = &) —
The fixed lease commitments against 9 (2007: 10) delivered aircrafts are as follows:
: 2007
RO 000
Not later than one year 16,413 11,422
Later than one year and not later than five years 35,951 13,849
After five years 9,929 5,089
62,293 30,360

The fixed lease commitments against 5 (2007: 8) aircrafts to be delivered in future periods are as follows:

2007
RO *000

Not later than one year 7,048 11,495
Later than one year and not later than five years 54,119 111,238
After five years 68,973 132,314

130,140 255,047

In addition to the above fixed lease commitments, there is a variable lease rental element depending on the flying hours of

the leased aircraft.
2007
RO 000

c. Letters of credit and guarantees

Letters of credit 1,597 948
Bank guarantees 475 -

2,072 948

The above letters of credit and guarantees were issued in the normal course of business.
Financial risk management

Financial instruments carried on the balance sheet comprise cash and cash equivalents, term deposits, trade and other
receivables, trade and other payables and interest-bearing loans and borrowings.

Financial assets are assessed for indicators of impairment at each balance sheet date. Financial assets are impaired where
there is objective evidence that as a result of one or more events that occurred after the initial recognition of the financial
asset, the estimated future cash flows have been impacted.

The classification of financial assets depends on the purpose for which the financial assets were acquired. Management
determines the classification of its financial assets at initial recognition.
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Financial risk factors

Overview

The Company has exposure to the following risks from its use of financial instruments:
e Credit risk

e Liquidity risk

* Market risk

The Company’s activities expose it to a variety of financial risks: market risk, credit risk and liquidity risk. The Company’s
overall risk management programme focuses on the unpredictability of financial markets and seeks to minimise potential
adverse effects on the Company’s financial performance.

Risk management is carried out by finance department under policies approved by the Management.
(i) Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to meet its
contractual obligations and arises principally from the Company’s receivables from customers.

Trade and other receivables

The Company’s exposure to credit risk is influenced mainly by the individual characteristics of each customer. Owing to the
nature of the Company’s operations, it undertakes transactions with a large number of customers in various countries.

The Company has established credit policies and procedures that are considered appropriate and commensurate with the
nature and size of receivables.

In monitoring customer credit risk, customers are segmented according to their credit characteristics in the following
categories:

= Airlines and charterers
= Travel agents

e Government customers
e  Other customers

The potential risk in respect of amounts receivable is limited to their carrying values as Management regularly reviews these
balances whose recoverability is in doubt.

The Company establishes a provision for impairment that represents its estimate of potential losses in respect of trade and
other receivables. The main components of this loss are a specific loss component that relates to individual exposures.

Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The exposure to credit risk at the balance

sheet date was on account of:
2007
) RO ’000

Long term receivables 3,791 2,946
Trade receivables 12,307 12,526
Other receivables 8,812 7,242
Term deposits 32,000 47,587
Cash and cash equivalents 12,322 6,790

69,232 77,091

The exposure to credit risk for trade receivables at the balance sheet date by type of customer was:

2008 2007

) RO ’000

Travel agents 8,709 8,866
Airlines and charterers 2,118 1,638
Ministries 1,102 745
Other customers 378 1,624
12,307 12,873
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Financial risk factors (Credit risk continued)

The age of trade receivables and related impairment loss at the balance sheet date was:

2007
Gross Impairment
RO *000 RO ’000
Not past due 8,625 - 7,005 -
Past due 0 - 180 days 3,388 - 5,119 -
Past due 181 - 365 days 70 - 71 -
1-2years 88 16 118 51
More than 2 years 493 286 560 296
12,609 302 12,873 347

(a) Included in the Company’s trade receivable balance are debtors with a carrying amount of RO 3.682 million (2007:
5.521 million) which are past due at the balance sheet date for which the Company has not provided as there has
not been a significant change in credit quality and the amounts are still considered recoverable. The Company holds
collaterals in respect of certain parties in the form of cash deposits / bank guarantees to the extent of RO 1.889
million. The average collection period of these receivables is 30 days (2007 - 43 days).

(b) The movement in provision for impaired debts has been disclosed in Note 11.

The allowance account in respect of trade receivables is used to record impairment losses unless the Company is
satisfied that no recovery of the amount owing is possible, at which point the amount considered irrecoverable is
written off against allowance account.

(i) Liquidity risk
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The
Company’s approach to managing liquidity is to ensure, as far as possible that it will have sufficient liquidity to meet its

liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or risking damage
to the Company’s reputation.

Typically the Company ensures that it has sufficient cash on demand to meet expected operational expenses including the
servicing of financial obligations. This excludes the potential impact of extreme circumstances that cannot reasonably be
predicted, such as natural disasters. The Company has access to credit facilities.

31 December 2008

Trade payables 7,267 7,267 - - -
Due to related parties 336 336 - - -
Advances from customers 10,692 10,692 - - -
Other payables 21,213 21,213 - - -
Loans and borrowings 41,220 2,410 2,440 4,986 31,384

80,728 41,918 2,440 4,986 31,384

31 December 2007

Trade payables 6,707 6,707 - - -
Due to related parties 236 236 - - -
Advances from customers 8,934 8,934 - - -
Other payables 15,108 15,108 - - -
Loans and borrowings 30,834 1,863 1,885 3,837 23,249

61,819 32,848 1,885 3,837 23,249
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Financial risk factors (Liquidity risk continued)

34.

35.

36.

37.

Advances from customers represent tickets sold but not flown as at the balance sheet date.
(iii) Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity prices will affect
the Company’s income or the value of its holdings of financial instruments. The objective of market risk management is to
manage and control market risk exposures within acceptable parameters, while optimising the return.

The Company undertakes certain transactions denominated in foreign currencies. Hence, exposures to exchange rate
fluctuations arise.

Aircraft lease foreign currency exchange rate risk

There are no significant exchange rate risks as all aircraft lease rental agreements, new aircraft commitments and deposits
are made in US Dollars to which Rials Omani is fixed.

Interest rate risk
The Company has long term borrowings, which are interest bearing and exposed to changes in market interest rates.

At the balance sheet date the interest rate profile of the Company’s interest bearing financial instruments was:

2007
RO ’000
Fixed rate instruments

Financial assets 32,000 47,587
Financial liabilities 41,220 30,834

Fair value sensitivity analysis for fixed rate instruments

The Company does not account for any fixed rate financial assets or liabilities at fair value through profit or loss. Therefore a
change in interest rates at the balance sheet date would not affect profit or loss.

Fair value of assets and liabilities
The fair value of the financial assets and liabilities approximates their carrying value as stated in the balance sheet.
Capital management

The Company’s objectives when managing capital are to safeguard its ability to continue as a going concern and benefit other
stake holders. The management’s policy is to maintain a strong capital base so as to maintain creditor and market confidence
and to sustain future development of the business.

Approval of the financial statements

The financial statements were approved by the Board of Directors and authorised for issue in their meeting held on 15 March
2009.

Comparative figures

Certain comparative figures have been regrouped and reclassified wherever necessary to match with current year
presentation.
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Change Is on Its way.

From the arrival of a modern long-haul fleet to the launch of new destinations across the globe, from an enhanced team of

committed professionals to a more delightful travel experience, the new Oman Air is on its way, ready to fly you to the world.

www.omahnair.aero

62





