Al Kamil Power Company SAOG
Financial statements for the period ended 30 September 2021

Notes to the financial statements

1

ACTIVITIES

Al Kamil Power Company SAOG (“the Company”) was registered and incorporated on 15 July 2000 as
a closed joint stock Company in the Sultanate of Oman. The Company has been established to build
and operate a 285 MW electricity generating station (“the power plant’) at Al Kamil in the Sharqiya
Region. The commercial operation date (“COD”) has been determined to be 1 May 2002. The
Company was converted to a general joint stock Company on 22 September 2004.

SIGNIFICANT AGREEMENTS

The Company has entered into the following significant agreements:

a)

b)

e)

Power Purchase Agreement (PPA) with the Ministry of Housing and Urban Planning, Sultanate of
Oman (MHUP), granting the Company a long-term power supply agreement for a period of fifteen
years commencing from the scheduled commercial operation date (COD) i.e. 1 May 2002. Under
the terms of PPA, the Company has the right and obligation to generate electricity. The Company
was granted a Generation License by the Authority for Electricity Regulation (AER), a state
regulatory body established under the Sector Law.

On 1 May 2005, the PPA was novated by MHUP to Oman Power and Water Procurement
Company SAOC (OPWP), a closed joint stock Company owned by the Government of the
Sultanate of Oman (Government). All the financial commitments of OPWP are guaranteed by the
Government. Provisions for novation and Government Guarantee were embodied in the PPA with
OPWP. The provisions for novation were enacted pursuant to the promulgation of the Sector Law
in August 2004. The Company has signed agreement for the extension of the PPA upto 31
December 2021 at revised terms and conditions.

The Company had participated in the Government of Oman’s ‘Power 2022 Procurement’ process
which provides an opportunity to obtain an extension to the PPA beyond 2021. Subsequent to the
end of the reporting period, OPWP has informed the Company regarding the annulment of the
‘Power 2022 Procurement’ process and consequently confirming the non-renewal of Power
Purchase Agreement (PPA) beyond 31 December 2021.

Natural Gas Sales Agreement (NGSA) with the Ministry of Energy and Minerals (MEM) for the
purchase of natural gas from MEM at a pre-determined price, expiring on 31 December 2021.

Usufruct agreement with the Government for grant of Usufruct rights over the project site for 25
years.

Operation & Maintenance Agreement (OAMA) with Al Kamil Construction & Services LLC (AKCS),
a Company incorporated in the Sultanate of Oman, and a related party, for operations and
maintenance of the power plant. The OAMA is valid upto 31 December 2021 or the termination
date of PPA, whichever is earlier.

Electricity Connection Agreement (ECA) with Oman Electricity Transmission Company SAOC
(OETC) for establishing a framework between OETC and the Company to provide connection of
the power station to the transmission system and enforcement of the Grid Code between OETC
and the Company.
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3

3.1

BASIS OF PREPARATION AND ADOPTION OF NEW AND AMENDED IFRS

Basis of preparation

a) Realisation basis

The Company had participated in the Government of the Sultanate of Oman’s Power 2022
procurement process to obtain an extension to the PPA beyond 31 December 2021. Subsequent
to the end of the reporting period, OPWP has informed the Company regarding the annulment of
the ‘Power 2022 Procurement’ process and consequently confirming the non-renewal of the PPA
beyond 31 December 2021.

Further, OPWP is developing a spot market for the wholesale trading of electricity in the Sultanate
of Oman, which is expected to go live by end of 2021. The Company appointed an independent
consultant to conduct a study to assess the revenues that the Company can generate from the
spot market. The study concluded that the level of revenues that the Company can expect to
generate from the spot market will be negligible and therefore not economically viable for the
Company to operate in the spot market.

Considering the above factors, the Management and the Board of Directors believe there are no
economically viable options available for the Company to continue its operations beyond 31
December 2021. Accordingly, these financial statements have been prepared on a realisation
basis. Consequently, the non-current assets and non-current liabilities have been re-classified as
current assets and current liabilities respectively. The property, plant and equipment and other
assets have been presented at fair values less costs to sell and the liabilities have been presented
at their estimated settlement amounts.

b) Article 147 of the Commercial Companies Law

c)

At the end of the reporting period, the accumulated losses amounting to RO 8.13 million have
eroded more than 75% of the Company’s share capital. In accordance with Article 147 of the
Commercial Companies Law of Oman, 2019, the Board intends to convene an EGM within 30
days and decide the future course of action.

Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) issued by the International Accounting Standards Board (IASB), interpretations
issued by the International Financial Reporting Interpretations Committee (IFRIC), the relevant
requirements of the Commercial Companies Law of the Sultanate of Oman and the relevant
disclosure requirements issued by the Capital Market Authority.

The financial statements are presented in Rial Omani (RO) and United States Dollar (USD) on a
historical cost basis, rounded off to the nearest thousand. The Rial Omani is the measurement and
presentation currency of these financial statements. For information purposes, Rial Omani
amounts in these financial statements have been translated to US Dollar amounts at an exchange
rate of 2.60 US Dollars to one Rial Omani.
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3.2

3.3

BASIS OF PREPARATION AND ADOPTION OF NEW AND AMENDED IFRS (Continued)
New and amended IFRS adopted by the Company

The financial statements have been drawn up based on accounting standards, interpretations and
amendments effective at 1 January 2021. The Company has adopted the following new and revised
Standards and Interpretations issued by International Accounting Standards Board and the
International Financial Reporting Interpretations Committee, which were effective for the current
accounting period:

e Amendments to IFRS 16 ‘Leases’ extends the availability of the practical expedient related to
COVID 19 related rent concessions beyond 30 June 2021. The practical expedient applies to rent
concessions relating to lease payments originally due on or before 30 June 2022. Although, the
amendment is applicable for annual periods commencing on or after 1 April 2021, the Company
has early adopted the amendment.

e Amendments to IFRS 4, IFRS 7, IFRS 9, IFRS 16 & IAS 39 - Interest Rate Benchmark Reform —
Phase 2.

The Management believes the adoption of the above amendments has not had any material impact on
the recognition, measurement, presentation and disclosure of items in the financial statements for the
current accounting period.

New and amended IFRS which are in issue but not yet effective

The Management believes the adoption of the new and amended IFRS, which are in issue but not yet
effective, is not likely to have any material impact on the recognition, measurement, presentation and
disclosure of items in the financial statements for future periods.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

In preparing the financial statements, the Management is required to make estimates and
assumptions which affect reported income and expenses, assets, liabilities and related disclosures.
The use of available information and application of judgements based on historical experience and
other factors are inherent in the formation of estimates that are believed to be reasonable under the
circumstances. Actual results in the future could differ from such estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised and in any future periods
effected. In particular, estimates that involve uncertainties and judgements which have significant
effect on the financial statements are as follows:

e Basis of preparation of financial statements on realisation basis
The financial statements have been prepared on a realisation basis based on the assumptions

detailed in note 3.1 a). Accordingly, the assets and liabilities have been presented at their
estimated net realizable values and settlement amounts respectively.
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CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (Continued)

Impairment of property, plant and equipment

At the end of the reporting period, the Management has assessed if there are any indicators of
impairment of property, plant and equipment, especially considering the following indicators:

o The non-renewal of the PPA due to the annulment of the ‘Power 2022 Procurement’ process.

o The findings of the independent consultant on the spot market revenue potential for the
Company, which concluded that the revenues for the Company under a spot market regime
are expected to be negligible.

Impairment exists when the carrying value of an asset or cash generating unit exceeds its
recoverable amount, which is the higher of its fair value less costs of disposal and its value in use.
For the purpose of impairment testing, the recoverable value of the property, plant and equipment
has been assessed based on its estimated fair value less costs to sell, which was higher than its
value in use.

The significant assumptions, estimates and judgements used to determine the recoverable amount
for the property, plant and equipment, including the sensitivity analysis, are disclosed in notes 6 c)
to 6 e).

Estimation of decommissioning costs

Decommissioning costs are based on a technical consultant’'s assessment of the probable future
costs to be incurred in respect of the decommissioning of the plant facilities. The estimated cost,
discount rate and risk rate used in the calculation are based on Management’s best estimates.

Leases

The Company has entered into a PPA containing a take-or-pay clause favoring the Company. In
earlier years, the Management had applied the guidance under the then applicable, IFRIC 4
'‘Determining whether an arrangement contains a lease' and concluded that the PPA with OPWP is
an operating lease within the context of IFRIC 4 due to the following:

- There is an identified asset i.e. the power plant. The power plant is explicitly specified in the
PPA and the Company does not have the right to substitute the specified power plant;

- OPWP has the right to direct how the Company operates the power plant and OPWP obtains
substantially all the economic benefits from the use of the power plant over the PPA term;

- A component of the revenue is made based on the power plant’s availability than for the actual
use;

- The estimated life of the power plant extends much beyond the term of the PPA; and

- Significant risks and rewards associated with the ownership of the plant lie with the Company
and not with OPWP. The residual risk is also borne by the Company and not OPWP.

The conclusion that the PPA with OPWP was an operating lease based on the above estimates
continues to be valid even on adoption of IFRS 16 ‘Leases’ in the previous year.

Valuation of plant spares

Property, plant and equipment include plant spare parts, which were capitalized in an earlier
period. In accordance with the operations and maintenance (O&M) agreement, the O&M provider
shall ensure that the plant spares that are used during the project life shall be either refurbished or
replaced in their original condition, as appropriate and in accordance with good practice and as
soon as reasonably practical at the O&M provider’s cost.

Therefore, the Management has estimated the depreciation charge on the plant spares after
considering the estimated residual value of these spares in their original condition at the end of the
useful life of the plant and machinery.

Page 12



Al Kamil Power Company SAOG
Financial statements for the period ended 30 September 2021

Notes to the financial statements

4

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (Continued)

Estimation of lease term and right-of-use assets

The Management determines the lease term as the non-cancellable term of the lease, together
with any periods covered by an option to extend the lease if it is reasonably certain to be exercised,
or any periods covered by an option to terminate the lease, if it is reasonably certain not to be
exercised. The Management applies judgement in evaluating whether it is reasonably certain
whether or not to exercise the option to renew or terminate the lease by considering all relevant
factors that create an economic incentive for it to exercise either the renewal or termination.

Further, estimates that involve uncertainties and judgements which have significant effect on the
financial statements includes the determination of the appropriate rate to discount the lease
liabilities in accordance with IFRS 16 and assessment of whether a right-of-use asset is impaired in
accordance with IAS 36.

Useful lives of property, plant and equipment

Estimation of useful lives of the property, plant and equipment 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.

Certain parts of property, plant and equipment are depreciated based on estimated machine
hours. Calculation of machine hour rate depreciation involves significant assumptions in relation to
estimated hours and hourly rate of depreciation.

Expected credit losses on trade receivables in accordance with the IFRS 9 ‘Financial Instruments’

The Company uses a single rate valuation method to calculate ECLs for trade receivables since
the historical data is not representative and there have been insignificant credit losses in the past.
The default rates are based on those provided by external credit rating agencies for industry and
country wise default rates and adjusted for forward-looking factors specific to the economic
environment in the Sultanate of Oman.

At every reporting date, the default rates are updated and changes in the forward-looking
estimates are analysed. The assessment of the correlation between default rates, forecast
economic conditions and ECLs require the use of estimates. The Company’s historical credit loss
experience and forecast of economic conditions may also not be representative of customer’'s
actual default in the future.

Provision for slow and non-moving inventories
Provision for slow and non-moving inventories is based on Management's estimates of the

realizable value of the inventories based on the Company’s provisioning policy and historical
experiences considering the technical usage of the inventories.

Page 13



Al Kamil Power Company SAOG
Financial statements for the period ended 30 September 2021

Notes to the financial statements

5

SIGNIFICANT ACCOUNTING POLICIES

The following accounting policies have been applied in dealing with items considered material to the
Company’s financial statements.

a)

b)

Accounting convention
The financial statements have been prepared on a realisation basis.
Revenue

Revenue comprises tariffs for power capacity and electrical energy generation charges. Tariffs are
calculated in accordance with the PPA. The Company recognizes revenue from the following
major sources:

. Capacity charges
. Energy charges

Capacity charges

Capacity charges include investment charge and fixed operation and maintenance (O&M) charge.
Investment charge is treated as revenue under operating lease under IFRS 16 ‘Leases’ and
recognized on straight line basis over the lease term. The fixed O&M charge is recognized based
on the capacity made available in accordance with contractual terms stipulated in the PPA.

Energy charges

Energy charges comprise the fuel charges and variable operation and maintenance charges.
Energy charges are recognised when electricity is delivered; which is taken to be over time when
the customer has accepted the deliveries, the control of utilities have been transferred to the
customer and there is no unfulfilled obligation that could affect the customer’s acceptance of the
utilities.

The Company has a long-term agreement with OPWP which determines performance obligation,
transaction price and allocates the transaction price to each of the separate performance
obligations. Accumulated experience is used to estimate and provide for the discounts, using the
expected value method, and revenue is only recognised to the extent that it is highly probable that
a significant reversal will not occur.

The Company does not adjust any of the transaction prices for time value of money as the period
between the transfer of the promised goods or services to the customer and payment by the
customer does not exceed one year and are in accordance with agreed credit terms.

There is no significant financing component attached to the receivable from customer. The goods
and services are provided on agreed credit terms of the contract and payment occurs within 25
days from the submission of invoice, which is generally done on a monthly basis, on or before the
5th day of the subsequent month.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

c)

d)

e)

Property, plant and equipment

Items of property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Expenditure incurred to replace a component of an item of property, plant and
equipment that is accounted for separately is capitalised When each major inspection is
performed, its cost is recognised in the carrying amount of the property, plant and equipment as a
replacement if the recognition criteria are satisfied. All other expenditures are recognised in the
statement of comprehensive income as an expense as incurred.

Certain items of property, plant and equipment are subject to overhauls at regular intervals. The
inherent components of the initial overhaul are determined based on the estimated costs of the
future overhauls and are separately depreciated in order to reflect the estimated intervals between
two overhauls. The costs of the overhauls subsequently incurred are capitalised as additions.

ltems of property, plant and equipment are derecognised upon disposal or when no future
economic benefit is expected to arise from the continued use of the asset. Any gain or loss arising
on de-recognition of the asset is included in the statement of comprehensive income in the year
the item is derecognized.

Depreciation is charged on the property, plant and equipment so as to write off their cost less their
estimated residual values over their estimated useful lives using the straight-line method. The
estimated useful lives have been as follows:

Asset Years
Plant and machinery 6-30
Building and civil works 40
Other assets 3-4

Intangible asset

Costs that are directly associated with identifiable and unique software products controlled by the
Company and which have probable economic benefits exceeding the costs beyond one year are
recognised as intangible assets and are amortised over their estimated lives. Intangible assets are
carried at cost less accumulated amortisation and accumulated impairment losses, if any.

Inventories

Inventories comprise of fuel oil and spare parts and are stated at lower of cost and net realisable
value. Net realisable value is the estimated selling price in the ordinary course of business, less the
estimated costs of completion and selling expenses.

The cost of inventories is based on the weighted average principle and includes expenditure

incurred in acquiring the inventories and bringing them to their existing location and condition.
Provision is made where necessary for obsolete, slow moving and defective items.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

f)

g)

Financial assets
Initial recognition

The Company’s financial assets comprise trade and other receivables, bank balances, bank
deposits and cash. These financial assets are classified, at initial recognition, as subsequently
measured at amortised cost. The classification of financial assets at initial recognition depends on
the financial asset’s contractual cash flow characteristics and the Company’s business model for
managing them.

In order for a financial asset to be classified and measured at amortised cost, it needs to give rise
to cash flows that are ‘solely payments of principal and interest (SPPI)’ on the principal amount
outstanding. This assessment is referred to as the SPPI test and is performed at an instrument
level.

The Company’s business model for managing financial assets refers to how it manages its
financial assets in order to generate cash flows. The business model determines whether cash
flows will result from collecting contractual cash flows, selling the financial assets, or both.

Financial assets at amortised cost:

The Company measures financial assets at amortised cost if both of the following conditions are
met:

- The financial asset is held within a business model with the objective to hold financial assets
in order to collect contractual cash flows; and

- The contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding

Interest income from financial assets, if any, is included in finance income using the effective
interest rate method. Impairment losses, if any, are presented as separate line item in the
statement of income.

Trade receivables

Trade receivables are amounts due from the customer (OPWP) for services performed in the
ordinary course of business and represent the Company’s right to an amount of consideration that
is unconditional (i.e., only the passage of time is required before payment of the consideration is
due). They are generally due for settlement within 25 days from the submission of invoice and
therefore are all classified as current.

Trade receivables are recognised initially at the amount of consideration that is unconditional
unless they contain significant financing component, when they are recognised at fair value. The
Company holds the trade receivables with the objective to collect the contractual cash flows and
therefore measures them subsequently at amortised cost.
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5 SIGNIFICANT ACCOUNTING POLICIES (Continued)
h) Impairment
Financial assets

Trade receivables

The Company uses a single rate valuation method to calculate ECLs for trade receivables since
the historical data is not representative of credit losses as there have been insignificant credit
losses in the past. The default rates are based on an external credit rating agency’s industry and
country wise default rates, adjusted for forward-looking factors specific to the economic
environment in the Sultanate of Oman.

Other financial assets

For other financial assets, which are subject to impairment, the ECLs are recognised in two
stages. For credit exposures for which there has not been a significant increase in credit risk since
initial recognition, ECLs are provided for credit losses that result from default events that are
possible within the next 12-months (a 12-month ECL).

For those credit exposures for which there has been a significant increase in credit risk since initial
recognition, a lifetime ECL is recognised for credit losses expected over the remaining life of the
exposure, irrespective of the timing of the default.

For bank balances, bank deposits and cash, the ECL adjustments are made only if they are
material.

Write off

The gross carrying amount of a financial asset is written off when the Company has no reasonable
expectations of recovering a financial asset in its entirety or a portion thereof.

The Company individually makes an assessment with respect to the timing and amount of write-off
based on whether there is a reasonable expectation of recovery. The Company expects no
significant recovery from the amount written off. However, financial assets that are written off could
still be subject to enforcement activities in order to comply with the Company’s procedures for
recovery of amounts due.

Non-financial assets

At the end of each reporting period, the Management assesses if there is any indication of
impairment of non-financial assets. If an indication exists, the Management estimates the
recoverable amount of the asset or cash generating unit (CGU) and recognises an impairment loss
in the statement of income.

The recoverable amount is assessed as higher of asset's or CGU’s value in use (VIU) and fair
value less costs to sell. In assessing the VIU, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects market assessments of the time value
of money and other asset specific risks. The Management also assesses if there is any indication
that an impairment loss recognized in prior years no longer exists or has reduced. The resultant
impairment loss reversals are recognised immediately in the statement of income.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

i)

)

k)

m)

n)

Cash and cash equivalents

For the purpose of statement of cash flows, cash and cash equivalents consist of all deposits,
bank balances and cash with maturity of three months or less from the date of acquisition, net of
short term bank borrowings, if any.

Employees’ end of service benefits

Payment is made to Government of the Sultanate of Oman’s Social Security Scheme under Royal
Decree 72 / 91 (as amended) for Omani employees. Provision is made for amounts contractually
payable under the Labour Laws of Sultanate of Oman Royal Decree 35 / 2003 (as amended)
applicable to expatriate employees’ accumulated periods of service at the end of the reporting
period.

Financial liabilities

All financial liabilities are initially measured at fair value and are subsequently measured at
amortised cost.

Trade and other payables

Liabilities are recognized for amounts to be paid in the future for goods or services received
whether or not billed to the Company.

Taxation
Taxation is provided for in accordance with the Sultanate of Oman’s fiscal regulations.

Deferred taxation is provided using the liability method on all temporary differences at the reporting
date. It is calculated at the tax rates that are expected to apply to the period when it is anticipated
the liabilities will be settled, and is based on the rates (and laws) that have been enacted at the
end of the reporting period.

Deferred tax assets in relation to carry forward losses or timing differences are recognised to the
extent that it is probable that future taxable profits will be achieved.

Foreign currency transactions

Foreign currency transactions are translated into Omani Rials at the exchange rate prevailing on
the transaction date. Foreign currency monetary assets and liabilities are translated into Rials
Omani at the exchange rate prevailing at the end of the reporting period. Exchange differences
arising are taken to the statement of comprehensive income.

Dividend

The Board of Directors recommends to the Shareholders the dividend to be paid out of profits. The
Directors take into account appropriate parameters including the requirements of the Commercial
Companies Law of the Sultanate of Oman, and other relevant directives issued by CMA while
recommending the dividend. Dividend distribution to the Shareholders is recognized as a liability in
the Company'’s financial statements only in the period in which the dividends are approved by the
Shareholders.
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5 SIGNIFICANT ACCOUNTING POLICIES (Continued)

P)

q)

Provisions

A provision is recognised in the statement of financial position when the Company has a legal or
constructive obligation as a result of a past event, and it is probable that an outflow of economic
benefits will be required to settle the obligation. If the effect is material, provisions are determined
by discounting the expected future cash flows at a rate that reflects current market assessments of
the time value of money and, where appropriate, the risks specific to the liability.

Provision for decommissioning costs

A provision for future decommissioning costs is recognised, when as a result of activities
undertaken, there is a present obligation and it is probable that an outflow of economic benefits will
be required to settle the obligation, and the amount of provision can be measured reliably. The
estimated future obligations include the costs of removing the facilities and restoring the affected
areas.

The provision for future decommissioning cost is the best estimate of the present value of the
expenditure required to settle the decommissioning obligation at the reporting date based on the
current requirements as per the sub-usufruct agreement. Future decommissioning cost is reviewed
annually and any changes in the estimate are reflected in the present value of the
decommissioning provision at each reporting date.

The initial estimate of the decommissioning provision is capitalized into the cost of the asset and
depreciated on the same basis as the related asset. Changes in the estimate of the provision for
decommissioning is treated in the same manner, except that the unwinding of the discount is
recognised as a finance cost rather than being capitalised into the cost of the related asset.

Leases
Lessor

Lease income from operating lease where the Company is a lessor is recognised in the statement
of income on a straight-line basis over the lease term. Initial direct costs incurred in obtaining an
operating lease are added to the carrying amount of the underlying asset and recognised as
expense over the lease term on the same basis as lease income. The respective leased assets
are included in the statement of financial position based on their nature.

Lessee

The Company leases its office and power plant premises under various leasing arrangements.
Contracts may contain both lease and non-lease components. The Company allocates the
consideration in the contract to the lease and non-lease components based on their relative stand-
alone prices unless it has elected not to separate lease and non-lease components and instead
accounts for these as a single lease component.

Leases are recognised as a right-of-use assets and a corresponding liability at the date at which
the leased asset is available for use by the Company. Lease liabilities include (wherever
applicable) the net present value of the following lease payments:

o fixed payments (including in-substance fixed payments), less any lease incentives receivable

e variable lease payment that are based on an index or a rate, initially measured using the index
or rate as at the commencement date

e amounts expected to be payable by the Company under residual value guarantees

o the exercise price of a purchase option if the Company is reasonably certain to exercise the
option, and

e penalties for terminating the lease, if the lease term reflects the Company exercising that
option.
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q) Leases (Continued)

Lease payments to be made under reasonably certain extension options are also included in the
measurement of the liability. The lease payments are discounted using the interest rate implicit in
the lease. If that rate cannot be readily determined, the Company’s incremental borrowing rate is
used.

Lease payments are allocated between the principal and interest. The interest is charged to the
statement of income over the lease period so as to produce a constant periodic rate of interest on
the remaining balance of the liability for each period.

Right-of-use assets is measured at cost comprising the following:

¢ the amount of the initial measurement of lease liabilities

e any lease payments made at or before the commencement date less any lease incentives
received

e any initial direct costs, and

o restoration costs, if applicable.

Right-of-use assets is generally depreciated over the shorter of the asset's useful life and the lease
term on a straight-line basis. If the Company is reasonably certain to exercise a purchase option,
the right-of-use assets is depreciated over the underlying asset’s useful life.

Payments associated with short-term leases and of low-value assets are recognised on a straight-
line basis as an expense in the statement of income.

r) Directors’ remuneration
The Company follows the Commercial Companies Law of the Sultanate of Oman, and other latest
relevant directives issued by CMA, in regard to determination of the amount to be paid as
Directors’ remuneration. Directors’ remuneration and meeting attendance fees are charged to the
statement of comprehensive income in the year to which they relate.

6 PROPERTY, PLANT AND EQUIPMENT

Building

Period ended Plant and and civil Other
30 September 2021 machinery works assets Total Total

RO ‘000 RO ‘000 RO ‘000 RO ‘000 USD ‘000
Cost
At 31 December 2020
and 30 September 2021 58,313 929 129 59,371 154,366
Depreciation / impairment
At 31 December 2020 39,441 395 100 39,936 103,836
Charge for the period 1,201 18 13 1,232 3,202
Impairment loss [note e)] 16,886 510 -- 17,396 45,230
At 30 September 2021 57,528 923 113 58,564 152,268
Net book values
At 30 September 2021 785 6 16 807 2,098
At 31 December 2020 18,872 534 29 19,435 50,530

Page 20



Al Kamil Power Company SAOG
Financial statements for the period ended 30 September 2021

Notes to the financial statements

6 PROPERTY, PLANT AND EQUIPMENT (Continued)

Building
Year ended Plant and and civil Other
31 December 2020 machinery works assets Total Total
RO ‘000 RO ‘000 RO ‘000 RO ‘000 USD ‘000
Cost
At 31 December 2019 58,313 929 128 59,370 154,363
Additions during the year -- -- 1 1 3
At 31 December 2020 58,313 929 129 59,371 154,366
Depreciation / impairment
At 31 December 2019 29,644 372 82 30,098 78,257
Charge for the year 1,603 23 18 1,644 4,275
Impairment loss [note e)] 8,194 - - 8,194 21,304
At 31 December 2020 39,441 395 100 39,936 103,836
Net book values
At 31 December 2020 18,872 534 29 19,435 50,530
At 31 December 2019 28,669 557 47 29,273 76,106
The following further notes apply:
a) The depreciation charge for the period has been allocated as follows:
2021 2020
RO '000 USD '000 RO ’000 USD ’000
(9 months) (9 months)
(unaudited)
Operating costs (note 17) 1,219 3,168 1,220 3,172
General and administration (note 19) 13 34 13 34
1,232 3,202 1,233 3,206

b) Land, on which building and civil works and plant and machinery are constructed, is leased from
the Government of Oman for a period of 25 years. The lease agreement expires in the year 2025
[note 7 c)].

c) Subsequent to the end of the reporting period, Oman Power and Water Procurement Company
SAOC (OPWP) has informed the Company regarding the annulment of the ‘Power 2022
Procurement’ process and consequently confirming the non-renewal of Power Purchase
Agreement (PPA) beyond 31 December 2021.

Further, OPWP is developing a spot market for the wholesale trading of electricity in the Sultanate
of Oman, which is expected to go live by end of 2021. The Company appointed an independent
consultant to conduct a study to assess the revenues that the Company can generate from the
spot market. The study concluded that the level of revenues that the Company can expect to
generate from the spot market will be negligible and therefore not economically viable for the
Company to operate in the spot market.

Consequently, the Management have considered it necessary to carry out an impairment
assessment of the Company'’s property, plant and equipment at 30 September 2021.
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6 PROPERTY, PLANT AND EQUIPMENT (Continued)

d) For the purpose of impairment testing, the recoverable value of the property, plant and equipment

has been assessed based on the fair value less costs to sell or residual value, an amount which
was higher than its value in use.
In the context that the Management do not expect to find a buyer to use the assets in an
operational setting and pending a valuation exercise to determine the net realizable value of the
property, plant and equipment, the residual value has been determined based on Management’s
best estimate of the expected scrap realization proceeds less costs to sell. The estimate for
realizable value of the property, plant and equipment approximates to 2 percent of the carrying
values of the assets on expiry of the PPA.

e) At the end of the reporting period, the results of the impairment assessment of property, plant and
equipment have been summarized as follows:

30 September 2021 31 December 2020
RO '000 USD '000 RO ’000 USD 000
Carrying value 18,203 47,328 27,629 71,834
Estimated recoverable value (807) (2,098) (19,435) (50,530)
Impairment loss 17,396 45,230 8,194 21,304

7 LEASES

Lessor

a) The operating lease, in which the Company is the lessor, relates to the revenue generated from
capacity charge which is based on a take-or-pay clause favoring the Company under the PPA,
which ends on 31 December 2021.

The present value of minimum lease payments under the PPA does not substantially recover the
fair value of the property, plant and equipment at the inception of the lease. The residual risk is
therefore borne by the Company on expiry of the PPA.

b) At the end of the reporting period, the maturity analysis of the undiscounted lease rentals
(investment charge — excluding indexation) to be received under the existing PPA is as follows:

30 September 2021 30 September 2020

RO '000 USD ’000 RO ’000 USD '000

Year 2021 728 1,893 668 1,737
Year 2022 - - 2,910 7,566
728 1,893 3,578 9,303
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7

LEASES (Continued)

Lessee

c)

e)

f)

9)

The Company has entered into a leasing agreement with the Government of the Sultanate of
Oman for the land on which the power plant, building and other civil works are constructed. The
lease term is for a period of 25 years expiring in the year 2025 [note 6 b)].

As a result of the annulment of ‘Power 2022 Procurement’ process and other factors stated in note
6 c), the right-of-use assets amounting to RO 65,871 (USD 171,265) and lease liabilities
amounting to RO 95,397 (USD 248,032) have been de-recognised at the end of the reporting
period. Accordingly, the net amount of RO 29,526 (USD 76,768) has been recognized as other
income (note 18).

The movement in right-of-use assets during the period is as follows:

30 September 2021 31 December 2020

RO ’000 USD ’000 RO ’000 USD '000
Cost
At the beginning and end of the
period / year 82 213 82 213
Depreciation
At the start of the period / year 12 31 6 15
Charge for the period / year (note 17) 4 10 6 16
De-recognised during the period
[note d)] 66 172 -- --
At the end of the period / year 82 213 12 31
Net book values
At the end of the period / year -- -- 70 182

At the end of the reporting period, the lease liabilities (present value of discounted payments) are
disclosed in the statement of financial position as follows:

30 September 2021 31 December 2020

RO 000 USD ’000 RO ’000 USD ’000

Non-current liabilities - - 85 221
Current liabilities -- - 7 18
-- - 92 239

The contractual maturity analysis of undiscounted cash flows of the lease liabilities is as follows:

30 September 2021 31 December 2020

RO '000 USD 000 RO 000 USD 000

Upto 1 year -- -- 1 3
Between 1 year to 5 years -- -- 21 55
Above 5 years -- -- 126 328
- -- 148 386
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7

LEASES (Continued)

h) The amounts included in the statement of comprehensive income relating to leases comprise:

2021 2020

RO ‘000 USD ‘000 RO ‘000 USD ‘000

(9 months) (9 months)

(unaudited)

Depreciation (note 17) 4 10 4 10
Interest on lease liabilities 5 13 4 12
Short term lease payments 14 36 14 36

i) The total cash outflow for leases amounted to RO 14,794 (USD 38,464) [2020 - RO 14,794 (USD

38,464)].
INVENTORIES

30 September 2021 31 December 2020
RO ‘000 USD ‘000 RO ‘000 USD ‘000
Liquid fuel 1,126 2,930 1,149 2,987
Maintenance spares and consumables 492 1,279 492 1,279
1,618 4,209 1,641 4,266

Provision for slow and non-moving
inventories (note below) (951) (2,473) (328) (853)
667 1,736 1,313 3,413

The following further note applies:

The movement in provision for slow moving inventories is as follows:

30 September 2021 31 December 2020

RO ‘000 USD ‘000 RO ‘000 USD ‘000

At the beginning of the period / year 328 853 -- --
Established during the period / year (note 17) 623 1,620 328 853
At the end of the period / year 951 2,473 328 853

TRADE AND OTHER RECEIVABLES

30 September 2021
RO ‘000 USD ‘000

31 December 2020
RO ‘000 USD ‘000

Trade receivables 1,621 4,214 630 1,637
Change of law claim (note 18) 13 34 115 299
Prepayments and other receivables 53 138 185 482

1,687 4,386 930 2,418

Trade receivables represent amounts due from a single customer, Oman Power and Water
Procurement Company SAOC (OPWP), in respect of capacity and energy charges and are non-
interest bearing and are generally on terms of 25 days credit from the submission of invoice [note 23

b)].
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11

12

BANK BALANCES, DEPOSITS AND CASH

30 September 2021 31 December 2020

RO ‘000 USD ‘000 RO ‘000 USD ‘000

Short term deposits [note a)] 3,150 8,190 -- --
Call deposits [note b)] 501 1,303 590 1,534
Other bank balances 6 15 1 3
3,657 9,508 591 1,537

The following further notes apply:

a)

b)

Short term deposits carry interest rates between 1.5% to 2% per annum (2020 — not applicable)
and mature within 6 months from the end of the reporting period.

Call deposits are placed with commercial banks in the Sultanate of Oman and earn interest at 0.5%
to 3.35% per annum (31 December 2020 — 0.5% to 3.35% per annum).

SHARE CAPITAL

a) The authorized share capital of the Company is RO 25 million comprising 250 million shares of RO
0.100 each (31 December 2020 — RO 25 million comprising 250 million shares of RO 0.100 each).
The issued and paid up share capital of the Company is RO 9.625 million comprising 96,250,000
shares of RO 0.100 each (31 December 2020 - 96,250,000 shares of RO 0.100 each).

b) The details of Shareholders who own 10% or more of the Company’s share capital are as follows:

30 September 2021 and

31 December 2020

% No. of shares

National Power Al Kamil Investment Limited 48.74 46,915,930

Al Kamil Investments Limited 16.25 15,640,630

The above Shareholders, representing 65% of the share capital, are registered in the United
Kingdom and are subsidiaries of Engie (formerly GDF Suez).

LEGAL RESERVE

In accordance with Article 132 of the Commercial Companies Law of Oman, annual appropriation of
10% of the net profit for the period / year is to be made to the legal reserve until the reserve equals one
third of the Company’s share capital. The reserve is not available for distribution but can be utilized to
set off against any accumulated losses and increasing the Company’s share capital by issuing shares.

No transfer has been made in the current period as the Company has reported a loss.
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14

RELATED PARTY TRANSACTIONS

a)

b)

c)

The Company enters into transactions in the ordinary course of business with the Directors,
Shareholders and entities in which certain Directors or Shareholders of the Company have
significant influence or control. Prices and terms of payment for these transactions are approved
by the Directors. The nature and volume of significant related party transactions were as follows:

2021 2020

RO ‘000 USD ‘000 RO ‘000 USD ‘000

(9 months) (9 months)

(unaudited)

Operating costs 1,211 3,149 1,170 3,047
General and administration 65 169 65 169
Directors’ meeting attendance expenses (note 19) 13 34 10 27

The compensation paid to key management personnel for the period comprises:

2021 2020

RO ‘000 USD ‘000 RO ‘000 USD ‘000

(9 months) (9 months)

(unaudited)

Short term employment benefits 91 237 101 263
Employees’ end of service benefits 4 10 4 10
95 247 105 273

Number of key management personnel 2 2 3 3

Amounts due to related parties are repayable on demand and are not subject to interest (31
December 2020 — similar terms).

PROVISION FOR DECOMMISSIONING COSTS

30 September 2021 31 December 2020

RO ‘000 USD ‘000 RO ‘000 USD ‘000

At the beginning of the period / year 179 465 168 437
Unwinding of discount (note 19) 10 26 11 28
At the end of the period / year 189 491 179 465

The following further notes apply:

a)

b)

Under the Usufruct agreement, the Company has a legal obligation to remove the plant and
machinery on expiry of the PPA and restore the land. The Company shall at its sole cost and
expense dismantle, demobilize, safeguard and transport the assets, eliminate soil and ground
water contamination, fill all excavation and return the surface to grade of the designated areas.

The provision for decommissioning costs represents the present value of the Management’s best
estimate based on technical consultant’s advice, of the future sacrifice of economic benefits that
will be required to remove the facilities and restore the affected area at the leased site on which
the Company’s plant is constructed.
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16

17

TRADE AND OTHER PAYABLES

30 September 2021 31 December 2020
RO ‘000 USD ‘000 RO ‘000  USD ‘000
Trade payables 1,213 3,154 42 109
Creditors for capital purchases -- -- 58 150
Accruals and other payables 108 281 117 302
1,321 3,435 217 561
REVENUE
2021 2020
RO ‘000 USD ‘000 RO ‘000  USD ‘000
(9 months) (9 months)
(unaudited)
Capacity charge:
- Operating lease income investment
charge [note b)] 1,912 4,971 2,266 5,892
- Fixed operation and maintenance
charge and others [note ¢)] 2,766 7,192 2,747 7,142
4,678 12,163 5,013 13,034
Energy charges [note c¢)] 1,217 3,164 37 95
5,895 15,327 5,050 13,129

The following further notes apply:

a) Revenue is generated only in the Sultanate of Oman and the Company has only one Customer,
Oman Power and Water Procurement Company SAOC (OPWP).

b) Capacity charge covering the investment charge is recognized on straight line basis over the lease
term to the extent that capacity has been made available based on contractual terms of PPA and
is accounted in accordance with IFRS 16 ‘Leases’.

c) Fixed operation and maintenance, energy (fuel charge and variable operation and maintenance
charge) and other charges is treated as revenue in accordance with IFRS 15 ‘Revenue from

contracts with customers’.

OPERATING COSTS

2021 2020

RO ‘000 USD ‘000 RO ‘000  USD ‘000

(9 months) (9 months)

(unaudited)

Fuel costs 1,217 3,165 39 102

Operation and maintenance charges 1,325 3,444 1,460 3,797

Depreciation [note 6 a)] 1,219 3,168 1,220 3,172

Depreciation on right-of-use assets [note 7 h)] 4 10 4 10
Provision for slow and non-moving

inventories (note 8) 623 1,620 -- --

4,388 11,407 2,723 7,081
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19

OTHER INCOME

2021 2020

RO ‘000 USD ‘000 RO ‘000 USD ‘000

(9 months) (9 months)

(unaudited)

Interest income 14 34 27 70
Amounts no longer payable 72 187 -- --
Change of law claim (refer note below) 18 47 -- --
Gain on de-recognition of lease [note 7 d)] 29 77 -- --
133 345 27 70

Note:

As per the Royal Decree 9 / 2017, income tax rate applicable on the Company has been increased
from 12% to 15%. The increase falls under the provisions of material adverse change under the PPA
agreement of the Company. Majority of the claim for change of law pertains to the Company

recovering the incremental tax as per the PPA agreement.

GENERAL AND ADMINISTRATION

2021 2020
RO ‘000 USD ‘000 RO ‘000 USD ‘000
(9 months) (9 months)
(unaudited)
Salaries and employee related
costs [refer note a) below] 130 354 144 377
Write-off of advances 108 281 -- --
Legal and professional fees 37 91 15 39
Office rent 14 33 14 36
Depreciation [note 6 a)] 13 34 13 34
Directors’ meeting attendance
expenses [note 13 a)] 13 34 10 27
Share registration fees 12 30 12 30
Unwinding of discount (note 14) 10 26 9 23
Utilities 9 21 12 31
Social development costs -- -- 24 64
Miscellaneous 29 75 38 100
375 979 291 761
The following further notes apply:
a) Salaries and employee related costs includes the following:
2021 2020
RO ‘000 USD ‘000 RO ‘000 USD ‘000
(9 months) (9 months)
(unaudited)
Salaries and wages 121 331 134 349
Contributions to defined contributions
plan for Omani employees 4 10 5 14
Cost of end of service benefits for
expatriate employees 3 8 2 6
Other employee related costs 2 5 3 8
130 354 144 377

Page 28



Al Kamil Power Company SAOG

Financial statements for the period ended 30 September 2021

Notes to the financial statements

19

20

GENERAL AND ADMINISTRATION (Continued)

b) The movement in expatriate employees’ end of service benefits liability during the period / year is

as follows:

30 September 2021

31 December 2020

RO ‘000 USD ‘000 RO ‘000 USD ‘000
At the beginning of the period / year 18 49 15 40
Expense for the period / year 3 8 3 9
At the end of the period / year 21 57 18 49
TAXATION
2021 2020
RO ‘000 USD ‘000 RO ‘000 USD ‘000
(9 months) (9 months)
(unaudited)
Statement of comprehensive income
Current taxation
Current period [note c)] 422 1,094 444 1,155
Deferred tax credit [note d)] (1,838) (4,779) (137) (355)
Taxation (credit) / charge (1,416) (3,685) 307 800

30 September 2021

31 December 2020

RO ‘000 USD ‘000 RO ‘000 USD ‘000
Statement of financial position
Non-current liabilities
Deferred tax liability - -- 1,838 4,779
Current liabilities
Current period / year 422 1,094 572 1,487
Tax refund due -- -- (152) (395)
Prior year 7 22 4 11

429 1,116 424 1,103

The following further notes apply:

a) The Company is subject to tax at 15% (2020 — 15%) on the profit for the period / year adjusted for

tax purposes.

b) The tax assessments for the years 2018 to 2020 have not been finalized by the Taxation Authority.
The Management believes that the tax assessed, if any, for the unassessed tax years would not
be material to the Company’s financial position at the end of the reporting period.
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20 TAXATION (Continued)

c) The reconciliation of taxation on the accounting profit with the current taxation charge for the

period / year is as follows:

2021 2020
RO ‘000 USD ‘000 RO ‘000 USD ‘000
(9 months) (9 months)
(unaudited)
Tax charge on accounting (loss) / profit
at applicable rates (2,420) (6,294) 309 802
Add tax effect of:
Depreciation 144 375 135 353
Impairment of property, plant and equipment 2,609 6,784 -- --
Provision for inventories 93 243 -- --
Others 4) (14) -- --
422 1,094 444 1,155
d) The movement in the deferred tax liability during the period / year is attributed to the following
items:
Accelerated tax
depreciation
and impairment Provisions Total Total
RO RO RO usb
At 31 December 2019 3,302 -- 3,302 8,585
Credited to the statement
of income (1,415) (49) (1,464) (3,806)
At 31 December 2020 1,887 (49) 1,838 4,779
At 31 December 2020 1,887 (49) 1,838 4,779
(Charged) / credited to the
statement of income (1,887) 49 (1,838) (4,779)
At 30 September 2021 -- -- -- --

e) No deferred tax asset has been recognised on the deductible temporary differences between the
carrying value of property, plant and equipment and its tax base since there is no reasonable
assurance that sufficient taxable profits can be generated due to the non-renewal of PPA

subsequent to the end of the reporting period.

21 BASIC (LOSS) / EARNINGS PER SHARE

Basic (loss) / earnings per share is calculated by dividing the net (loss) / profit for the period by the

weighted average number of shares outstanding during the period as follows:

2021 2020

RO’000 USD ’000 RO’000 USD '000

(9 months) (9 months)

(unaudited)

Net (loss) / profit for the period (14,720) (38,272) 1,752 4,545
Weighted average number of shares

outstanding during the period (‘000) 96,250 96,250 96,250 96,250

Basic (loss) / earnings per share (0.153) (0.40) 0.018 0.05

Page 30



Al Kamil Power Company SAOG
Financial statements for the period ended 30 September 2021

Notes to the financial statements
22 NET ASSETS PER SHARE

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

30 September 2021 31 December 2020

RO’000 USD ’000 RO’000 USD ’000

Net assets 4,706 12,235 19,426 50,507
Number of shares outstanding

as at 30 September (‘000) 96,250 96,250 96,250 96,250

Net assets per share 0.049 0.13 0.202 0.53

23 FINANCIAL RISK AND CAPITAL MANAGEMENT

The Company’s activities expose it to financial risks, primarily being, market risk (including currency
risk and interest rate risk), credit risk and liquidity risk. The risk management is carried out internally in
accordance with the policies approved by the Board of Directors.

a) Market risk

Currency risk

The Company is exposed to foreign exchange risk arising from various currency exposures,
primarily with respect to the US Dollar. The Company has negotiated, with its bank, a fixed rate of
exchange with respect to USD. Hence, the Management does not believe that the Company is
exposed to any material currency risk.

Interest rate risk

The Company is exposed to interest rate risk on its interest-bearing assets (short term deposits
and call deposits) and liabilities (lease liabilities). However, the net impact of any reasonable
fluctuation in the interest rates, is not expected to be material to the Company’s financial position
at the end of the reporting period.

b) Credit risk

Credit risk primarily arises from credit exposure to a customer, including outstanding receivable,
bank balances and bank deposits held with commercial banks.

Trade receivables

The Company seeks to control credit risk by monitoring the credit exposure on an ongoing basis.
The carrying value of trade and other receivables approximate their fair values due to the short-
term nature of those receivables.

The credit exposure of trade receivables is further analyzed as follows:

e The entire trade receivables was from a Government owned company (OPWP) (31 December
2020 — entire trade receivables from OPWP).

e At the end of the reporting period, an amount of RO 1,182,572 (USD 1,445,678) is past due
but not impaired [31 December 2020 — RO 36,003 (USD 93,608)].
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23  FINANCIAL RISK AND CAPITAL MANAGEMENT (Continued)

b)

c)

d)

Credit risk (Continued)
Expected credit losses (ECL)

The Company uses a single rate valuation method to calculate ECLs for trade receivables since
the historical data is not representative and there have been insignificant credit losses in the past.
The default rates are based on those provided by an external credit rating agency for industry and
country wise default rates and adjusted for forward-looking factors specific to the economic
environment in the Sultanate of Oman. Under the ECL model, the impairment of trade receivables
does not have a material impact on the financial statements.

Bank balances and bank deposits

Credit risk from bank balances maintained in call and current account deposits and bank deposits
with local commercial banks is managed by ensuring balances are maintained with reputed banks
only. The ECL on bank balances are not expected to be material to the Company’s financial
position at the end of the reporting period and have accordingly not been provided.

Liquidity risk

The Company manages liquidity risk by monitoring cash flows and ensuring that adequate funds
are available including unutilized credit facilities to meet its obligations as they fall due. The current
liabilities are payable within 6 months from the end of the reporting period.

Capital management

The Company’s objectives when managing capital is to enable the entity to continue as a going
concern, so that it can continue to provide adequate returns to the Shareholders. There are
externally imposed capital requirements binding on the Company. In order to maintain or adjust the
capital structure, the Company may adjust the amount of dividend paid to the Shareholders, return
capital to Shareholders or raise additional capital.

24 COMPARATIVES

a)

b)

The comparative figures presented in the statement of income, statement of changes in equity and
statement of cash flows for the period ended 30 September 2020 are unaudited and presented for
comparison purposes only.

Certain comparatives have been regrouped or reclassified, wherever necessary, in order to
conform to the presentation adopted in these financial statements.
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