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CHAIRMAN'S REPORT

for the year ended 31 December 2023

In accordance with Article 286 of the Commercial Companies law, | have the pleasure of presenting the
Company's audited financizal statements (pages 6 to 33) for the year ended 31 December 2023,

HIDD POWER COMPANY B.S.C.(C}

Financial highlights 2023 2022
Revenue 397,003 447,634
Gross profit 57.861 73,646
(Loss)/profit for the year (182,289) 41,876
Total equity 227,654 406,515

Directors

The following Directors served during the year ended 31 December 2023 and disclosure of remuneration
to members of Board of Directors.

Remunerations of the

chairman and 'BOD
Total allowances for

attending Board ang

commitisé maelings

_Remiunerations of the ]
Cehairmgh and BOD

First: Independent Directors

None

Second: Non-Executive Directo

Anwar Syahrin Bin Abdul
Ajily

parmes Philip Morson

Mohammed Nazersham Bin
Mansor

'fap Leng Khim

Nagulusamy Rajendran

Laurent Raymond Louis
Furedi

Koiji Makita

fMohammed Helmy Bin
Ibrahim

Tomaz Henrique
Guadagnin

ISarah Daniglle M. Kiriluk {i)

Parag Narsingkas

Third: Executive Directors

iNone

(i) Resigned with effect from July 2023




HIDD POWER COMPANY B.5.C (C}

CHAIRMAN'S REPORT (continued)
for the year ended 31 December 2023 USD ‘000

Remuneration and benefits paid to Executive Management:

Salaries, benefits and other allowances paid to executive management are disclosed as follows;

Remuneration of top
executive 1,218 - - 1,219
management*

* Executive management consists of Executive Managing Director, Finance Director & Production Director
Representations and audit

The Company’s activities for the year ended 31 December 2023 have been conducted in accordance with
the Commercial Companies Law of the Kingdom of Bahrain.

There have been no events subsequent to 31 December 2023, which would irvany way invalidate the
financial statements on pages 6 {o 33.

The Company has maintained proper, complete atoounting fecords)and these, together with ali other
information and explanations, have beenade fréely available tothe auditors — KPMG Fakhro, who have
signified their willingness to continue in-éffice farthe-Aext acocounting year.

21 February 2024



KPMG Fakhro Telephone +873 17224807
Audit Telefax +873 17227443
12" Floor, Fakhro Tower, Website: www.kpmg.com/bh

P.O. Box 710, Manama, CR No. 68220-2
Kingdom of Bahrain

Independent auditors report

To the Shareholders of
Hidd Power Company BSC {c)
Hidd, Kingdom of Bahrain

We have audited the financial statements of Hidd Power Company BSC {c) (the "Company"), which comprise the
statement of financial position as at 31 December 2023, the statements of profit or loss and other comprehensive income,
changes in equity and cash flows for the year then ended, and notes, comprising material accounting policies and other
explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the
Company as at 31 December 2023, and its financial performance and its cashflows for the year then ended in accordance
with IFRS Accounting Standards as issued by the International Accounting Standards Board {IFRS Accounting Standards).

Basis for Opinion

We conducted our audit in accordance with Intefnational Standards on Auditing (15As). Our responsibilities under those
standards are further described in the Auditors” responsibilities for thesaudit of the financial statements section of our
report. We are independent of the Company in accordaneewith the Jnternational Ethics Standards Board for Accountants
International Code of Ethics for ProfessionabAccountafits{including International Independence Standards) (IESBA Code),
together with the ethical requirements that are relevant fo our audit of the financial statements in the Kingdom of
Bahrain, and we have fulfilied our othier ethical respopsibilities in accordance with these requirements and the IESBA
Code. We believe that the audit evidence we haye|pbtained is sufficient and appropriate to provide a basis for our opinion.

Other Matter

The financial statements of the Company as at and for the year ended 31 December 2022 were audited by another auditor
who expressed an unmodified opinion on those statements on 23 February 2023.

Other Information

The hoard of directors is responsible for the other information. The other information obtained at the date of this
auditors’ report is the Chairman’s report set out on pages 1- 2.

Dur opinion on the financiat statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing
so, consider whether the other information is materially inconsistent with the financial statements or our knowledge
obtained in the audit, or otherwise appears to he materially misstated. If, based on the work we have performed on the
other informatien obtained prior to the date of this auditors” report, we conclude that there is a material misstatement
of this other information, we are required to report that fact. We have nothing to report in this regard.
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Independent auditors’ report {continted)
To the shareholders of Hidd Power Company BSC (¢}

Responsibilities of Board of Directors for the Financial Statements

The board of directors is responsible for the preparation and fair presentation of the financial statements in accordance
with IFRS Accounting Standards, and for such internal control as the board of directors determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the board of directors is responsible for assessing the Company’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the board of directors either intends to liquidate the Company or to cease operations, or has no realistic
alternative but to do so.

Auditors’ Responsihilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that artaudit conducted in accordance with 15As
will always detect a material misstatement when it exists. Missfatéments ¢amrarise from fraud or error and are considered
material if, individually or in the aggregate, they could reaSonably e expected todnfltence the economic decisions of
users taken on the basis of these financial statements;

As part of an audit in accordance with 1SAs, wWe)exercise’professional judgement and maintain professional scepticism
throughout the audit. We also;

— Identify and assess the risks of material misstaterment of the financial statements, whether due to fraud or error,
design and perform audit procedirestesponsiveto those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinionThe risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting fram error, as fraud may involve collusian, forgery, intentional omissions,
misrepresentations, or the override.of internal control.

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

-~ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the board of directors.

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

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

We communicate with the board of directors regarding, among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.
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independent auditors’ report {continued)
To the sharehalders of Hidd Power Company BSC (c)

Report on Other Regulatory Reguirements

As required by the Commercial Companies Law, we report that:

a) the Company has maintained proper accounting records and the financial statements are in agreement therewith;

b) the financial information contained in the chairman’s report is consistent with the financial statements;

¢} we are not aware of any violations during the year of the Commercial Companies Law or the terms of the Company’s
memorandum and articles of association that would have had a material adverse effect on the business of the
Company or on its financial position; and

d} satisfactory explanations and infarmation have been provided to us by management in response to all our requests.

As required by the Ministry of Industry and Commerce in their letter dated 30 January 2020 in respect of
the requirements of Article 8 of Saction 2 of Chapter 1 of the Corporate Governance Code, we report that
the Company has:

a) acorporate governance officer; and

b) aBoard approved written guidance and procedures far corporate governance,

KoV

KPMG Fakhro
Oirector Registration Number 246
21 February 2024



HIDD POWER COMPANY B.5.C.(C)

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2023

Note 2023 2022
UsbD ‘000 UsD ‘000

ASSETS
Nen-current assets
Property, plant and equipment 4 458,584 682,337
Advance payments for long term parts and repairs 3414 19,683
Derivative financial instruments 20 a0 23
Total non-current assets 462,088 702,311
Current assets
Derivative financial instruments 20 311 390
Inventories ) 18,768 22,269
Receivables 6 20,803 23,735
Other assets 7 2,693 3,075
Cagh and bank balances 8 29,884 35,808
Total current assets 72,439 85,075
Total assets 534,527 787,386
EQUITY AND LIABILITIES
Equity
Share capital 1 140,663 140,663
Statutory reserve 8 43794 43,794
Cash flow hedge reserve 20 (1,932) {5,360}
Retained eamings 45,129 227 418
Total equity 227,654 406,515
Liabilities
Non-current liabilities
Bank borrowings 11 173,268 252,491
Derivative financial instruments 20 1,888 4,469
Deferred revenye 10,585 14,331
Provision for dismantiing cost 13 39,124 36,564
Provision for employees' end-of-sérvice benefits 10 1,695 1,507
Total non-current liabilities 226,560 309,382
Current liabilities
Bank borrowings 11 66,223 57,594
Derivative financial instruments 20 447 1,572
Deferred ravenue 3,747 3,737
Other liabilities 12 9,896 8,606
Total current Habilities 80,313 71,508
Total liabilities 306,873 380,871
Total equity and liabilities 534,527 787,386

Executive Mandging Director
tegral part of these financial statements



HIRD POWER COMPANY B.9.C.(C)

STATEMENT OF PROFIT CR LOSS AND OTHER COMPREHENSIVE INCOME
YEAR ENDED 31 DECEMBER 2023

Note 2023 2022

uUsD ‘000 UsSo ‘000
Cost of revenue 15 (339,232) (373.988)
Gross profit 57,861 73,646
General and administration expenses 16 (26,188) (8.225)
Impairment loss on property, plant and equipment 4 {195,000) =
Other income 8 21
Operating (loss) / profit (163,321) 65,442
Finance income 17 1721 509
Finance expense 17 {20.689) {24,075)
Net finance expense {10,960) {23 566}
(Loss) { prefit for the year {182,289} 41,876
Other comprehensive income
ftems that are or may be reclassified to profit or loss:
Effective portion of changes in fair value of cash flow
hedges 20 2,246 19,080
Net changes in fair value of cash flow hedges transferred
to profit or loss 20 {552) 15,951
Net changes in fair value of cash flow hedges transierred
to carrying amount of a non-financial dssget 20 1,734 1,974
Total other comprehensive income of tha year 3,428 37.005
Total profit and other comprehensive income for the
year {178,861) 78,881

Executive Managing Director

The attached notes form an integral part of these financial statements
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HIDD POWER COMPANY B.S.C.{(C)

STATEMENT OF CASH FLOWS
YEAR ENDED 31 DECEMBER 2023

Note 2023 2022
UsD ‘000 USD ‘000
CASH FLOW FROM OPERATING ACTIVITIES
(Loss) / profit for the year (182,289) 41,876
Adjustments for:
Depreciation 4 63,800 61,317
Impairment of inventory 4,638 2,059
Impairment allowance on trade receivables 6 19,241 1,198
Impairment of property, plant and equipment 4 195,000 -
Amortisation of upfront fee 17 299 343
Amortisation of TDS settlement 15 221 221
Provision for employees’ end of service benefits 10 262 219
Gain on disposal of property, plant and equipment - (15)
Finance cost, net 15,814 20,488
Deferred revenue (3,737) (3,737)
Unwinding of discount on provision for dismantling cost 13 2,560 2,392
Operating profit before changes in working capital 115,809 126,361
Changes in working capital:
(Increase)/decrease in inventories (1,137) (167)
{Increase) / decrease in receivables {16,309) 21,453
Decrease in other assets 161 225
Increase in advance payments for long term partsiand repairs (12,208} (17.477)
Increase / (decrease) in other liabilities 1,819 (23,966)
Cash generated from operations 88,137 106,429
Payment of employees’ end of servicg benefits 10 (74) (71
Net cash generated from operating activities 88,063 106,358
CASH FLOW FROM INVESTING ACTIIFIES
(Increase) / decrease in fixed deposits (53) 1,382
Acquisition of property, plant and@&quipment (6,519) (5,941)
Net movement in capital work in progress and capital
spares (229) (260)
Proceeds from disposal of property, plant and equipment - 15
Write-off of Capital spares 178 -
Net cash used in investing activities (6,623) (4,804)
CASH FLOW FROM FINANCING ACTIVITIES
Repayment of bank borrowings 11 (70,883) (83,976)
Finance cost, net (16,342) (21,183)
Net cash used in financing activities {87,235) {105,159)
Net decrease in cash and cash equivalents (5,795) (3,605)
Cash and cash equivalents at the beginning of the year 14,484 18,089
Cash and cash equivalents at the end of the year 8 8,689 14,484

The attached notes form an integral part of these financial statements




HIDD POWER COMPANY B.S.C.(C)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

1 REPORTING ENTITY

Hidd Power Company BSC (c) (the “Company”) is a closed Joint Stock Company incorparated in the
Kingdom of Bahrain on January 21, 2006 under commercial registration (CR) number 59322 issued by the
Ministry of Industry, Coemmerce, and Tourism.

The Company has an authorised share capital of USD 150,000,000, comprising 30,000,000 shares of uspD
5 each and issued and paid up share capital of USD 140,663,100 divided into 28,132,620 shares of USD
5 each held as follows:

Name of the Shareholder Number of shares
Malakoff Summit Hidd Holding Company Limited 19,692,834
Kahrabel FZE 8,439,786

The Company commenced operations on January 22, 20086, upon entering into an Asset Transfer
Agreement (the “agreement”) with the Ministry of Finance and National Economy of the Government of
Bahrain (“MoFNE”) and the Electricity and Water Authority of the Government of Bahrain ("EWA”), to buy
the Al Hidd Power Plant (“power plant”) and related inventories, and©perates the power plant on a build,
own, operate basis.

The Company also entered into a power and water purchase agréement (“PVWPA”) with the EWA to sell all
the output of the power plant to the EWA fora periodhof 20 yearsfrom the scheduled commercial operation
date - May 18, 2008. Subsequent to that)the Gompany@lso eoncluded the following agreements relating
to the power plant:

o Land Rights Agreement withithie MoFMNE
e Natural Gas Agreement With Bapco Upstream (previously with Bahrain Petroleum Company
(‘BAPCO"))

Subsequent to the commencementof its operations, the Company carried out construction of the Phase
Il project, a water distillation plant, as per the pre-requisite of the PWPA. This project was completed on
achievement of Commercial Operations Date (*COD") as on May 18, 2008.

The current PWPA term is ending in November 2027. EWA has expressed their interest in extending the
current PWPA term and indicated several options for the extension including adding new facilities for the
water plant.

2 BASIS OF PREPARATION

Statement of compliance
The financial statements are for the year ended 31 December 2023 and have been prepared in accordance
with International IFRS accounting standards and the requirements of the Commercial Companies Law.

Basis of measurement

The financial statements have been prepared on the historical cost convention except for the measurement
at fair value of derivative financial instruments.

10



HIDD POWER COMPANY B.S.C.(C)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

2. BASIS OF PREPARATION (continued)

Functional and presentation currency

ltems included in the financia! statements of the Company are measured using the currency of the
primary economic environment in which the entity operates (‘the functional currency’). The functional
currency of the Company is Bahraini Dinars (‘BHD') and the financial statements are presented in United
States Dollar {USD"). The translation difference between the functional currency and the presentation
currency is insignificant. All financial information presented in USD has been rounded off to the nearest
thousand.

Use of estimates and judgements

The preparation of financial statements in conformity with IFRS requires management to make
judgements, estimates and assumptions that affect the application of policies and reported amounts of
assets, liabilities, income and expenses. The estimates and associated assumptions are based on
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 amounts of assets and liabilities that are not
readily apparent from other sources.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is 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.

Judgements made by management in the. application'®f IFRS\thaf\have a significant effect on the
financial statements and in arriving at estimates with\a risk of material adjustment in the following period
include the estimate of total revenue: Gver{he leaseperiod;(note 3), fair value of derivative financial
instruments {note 20), useful lives of propefty; plantjand équipment (note 3), impairment of non-financial
assets (note 3), net cost of dismantling {note, ¥2)andramortisation of costs incurred under the Long Term
Parts & Repairs Agreements (LTPRA) (note 3),

New and revised Standards applied with.no material impact on the financial statements

In the current year, the Company has applied the below amendments to IFRS Standards and
Interpretations issued by the Bard that are effective for an annual period that begins on or after 1
January 2023. Their adoption has not had any material impact on the disclosures or on the amounts
reported in these financial statements.

e« Amendments to IAS 1 Presentation of Financial Statements - Classification of Liabilities as
Current or Noncurrent - effective from January 1, 2023

« Amendments 1o IAS 1 Presentation of Financial Statements and IFRS Practice Statement 2
Making Materiality Judgements - Disclosure of Accounting Policies - effective from January 1,
2023.

« Amendments to IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors -
Definition of Accounting Estimates - effective from January 1, 2023

11



HIDD POWER COMPANY B.$.C.{C})

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

2. BASIS OF PREPARATION (continued)

New and revised standards issued but not yet effective

A number of new standards and amendments to standards are effective for annual periods beginning
after 1 January 2023 and earlier application is permitted; however, the Company has not early adopted
the new or amended standards in preparing these financial statements.

The following new standards, amendments and interpretations to standards that are relevant to the
Company are not expected to have a significant impact on the Company’s financial statements.

» IFRS 81 - General Requirements for Disclosure of Sustainability-related Financial Information
and IFRS S2 - Climate-related Disclosures- effective from 1 January 2024

» Amendments to IAS 1 Presentation of Financial Statement- Non-current Liabilities with
Covenants — Amendments to IAS 1 and Classification of Liabifities as Current or Non-current -
effective from 1 January 2024

+ Amendments to IAS 21 The Effects of Changes in Foreign Exchange Rates - effective from Lack
of Exchangeability - effective frem 1 January 2025.

s Amendments to IFRS 16 Leases - Lease Liability in a Sale and Leaseback - effective from 1
January 2024

3 MATERIAL ACCOUNTING POLICIES

The material accounting polices applied in the préparatiofof these finapcial statements are set out below.
These accounting policies have been consistently applied bytlve Gompany and are consistent with those
used in the previous year.

Revenue recognition

The PWPA arrangement with the, EWA copstitutes alease under IFRS 16. The revenue from capacity sale
of electricity and water {lease income) 4 recognised on a straight-line basis aver the term of the lease,
adjusted for estimated increase in the gapacity of water generation. An estimate of electricity and water
capacity required to be made available to the EWA over the lease period as per the PWPA forms the basis
for recognising the revenue overtheiease term. Excess of amount of revenue billed to the EWA over the
amount of revenue estimated for the reporting period is recognised as deferred revenue.

The variable charge for sale of electricity and water is recognised as income when the electricity and water
is delivered. The variable charge is arrived at based on the agreed tariff as per PWPA and the actual units
of electricity and water delivered during the year.

Gas consumed in operations is recovered from the EWA as part of sale of electricity and water. The actual
amount of gas recovered by the company is recognized as revenue on the basis of the computation agreed
as per the PWPA.

Interest income on deposits with banks is recognised, as finance income in the statement of profit or loss
and other comprehensive income, on a time-apportioned basis over the period of the deposit

12



HIDD POWER COMPANY B.S.C.(C)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMEER 2023

3  MATERIAL ACCOUNTING POLICIES (continued)

Borrowings costs

Borrowing costs incurred for the construction of any qualifying asset are capitalised during the period of
time that is required to complete and prepare the asset for its intended use. The amount of borrowing cost
eligible for capitalisation on any qualifying asset is determined as actual borrowing cost incurred on the
borrowings during the period less any investment income on temporary investment of those borrowings.
Other borrowing costs are recognised as finance expense in the period in which they are incurred.

Property, plant and equipment

Property, plant and equipment are stated at historical cost less depreciation and allowances for
impairment, if any. Historical cost includes purchase price of the items and expenditure that is directly
attributable to the acquisition of the items except in case of production facilities, which also includes
estimated cost of dismantling accounted at amortised cost basis.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to the
Company and the cost of the item or repairs can be measured reliably. All other repairs and maintenance
are charged to the statement of profit or loss and other comprehensive income during the financial period
in which they are incurred.

One of the components of subsequent costs that are-capitalised ircludes the-costs related to the Long-
Term Parts and Repairs Agreement (LTPRA) entered into by the Companywith a service provider. The
costs incurred under this agreement are primaiily for Cdnspections_(tverhauling/inspection) of the gas
turbines of the Company and for the \cost “of ‘paps'.replaced’ refurbished as result of the
overhauling/inspection of the gas turbines) The paymentsemade tnder the LTPRA are initially recorded as
advance payments till the time C-inspectidn ef a furbine/1s_performed, upon which, average cost of C-
inspection per turbine is transferred frorm the advance’payments to the Property, Plant and Equipment; any
shortfall in the advance payments is atcrued as aliability, which represents cost of service received up to
the date of C-inspection.

The cost of C-inspection capitalised s part of the cost of plant is depreciated over a period up to the next
C-inspection of the gas turbine i‘ez'over 4 to 5 years.

The average cost of C-inspection per turbine is estimated by the management by estimating the total cost
under LTPRA that includes lump-sum charges paid at the onset of the agreement and variable charges,
which will be paid over the life of the LTPRA, based on the Estimated Operating Hours {EOH) of the
turbines over the life of the LTPRA. Under the LTPRA, the Company transferred certain parts to the service
provider. The book value of those parts on the date of such transfer has been considered as a component
of the total cost of LTPRA. This total cost is spread over the total number of C-inspections agreed to be
carried out under the LTPRA.

13



HIDD POWER COMPANY B.S.C.{C)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

3 MATERIAL ACCOUNTING POLICIES (continued)

Depreciation
Depreciation is calculated on a straight-line basis to allocate the cost of property, plant and equipment to
their residual values over their estimated useful lives, as follows:

Asset category Estimated useful lives of the assets

Production facilities:

Plant acquired from EWA as per the PWPA 382 months

Plant constructed (Phase Ill) 360 months

C-inspection (under LTPRA) 48 to 60 months
Building and building improvements 240 to 382 months
Other assets:

Furniture, fixtures and office equipment’s 12 to 60 months

Information technology assets 36 months

All depreciation is charged to the statement of profit or loss and other comprehensive income. The total
amount of depreciation is classified into cost of revenue and generalahd administration expenses based
on the use of the related property, plant and equipment’s for\operational afd administrative purposes,
respectively. Capital spares are depreciated anly whensfhey ar€in use. Critical spares include major
items and parts critical to be kept on hand t&'ensure \uninterrupted-operations, and are depreciated with
a useful life of 8 years (lill the end of PVARA agreement),

The assets’ residual values and usefullites arefeviewed, l@nd adjusted if appropriate, at each reporting
date.

Gains and losses on disposals are determined’by comparing proceeds with carrying amount. These are
included in the statement of profit or loss\and other comprehensive income.

Capital work in progress is carried at an amount, which represents the value of the work completed as at
the reporting date.

Provision for dismantling cost

Provision for dismantling cost represents present value of the best estimate of the expenditure to be
incurred to settle obligation under the land right agreement. The provision is recognized on amertised cost
basis.

Impairment of non-financial assets

The carrying amounts of the Company’s non-financial assets, other than inventories are reviewed at
each reporting date to determine whether there is any indication of impairment. If any such indication
exists, then the asset's recoverable amount is estimated.

The recoverable amount of an asset is the greater of its value in use and its fair value less costs to selil.
In assessing value in use, the estimated future cash flows are discounted to their present value using a
discount rate that reflects current market assessments of the time value of money and the risks specific
to the asset.
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HIDD POWER COMPANY B.S5.C.(C)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

3 MATERIAL ACCOUNTING POLICIES (continued)

An impairment loss is recognised if the carrying amount of an asset exceeds its estimated recoverable
amount. Impairment losses are recognised in profit or loss.

Impairment losses recognised in prior periods are assessed at each reporting date for any indications
that the loss has decreased or no longer exists. An impairment loss is reversed if there has been a
change in the estimates used to determine the recoverable amount. An impairment loss is reversed only
to the extent that the asset’s carrying amount does not exceed the carrying amount that would have
been determined, net of depreciation or amortisation, if no impairment loss had been recognised.

Inventories

Inventories are stated at the lower of cost and net realisable value. The cost of inventories is based on the
weighted average principle, and includes expenditures incurred in acquiring the inventories and bringing
them to their existing location and condition. Replacement price of inventory less estimated cost for
disposal is estimated net realisable value of inventory.

Receivables
Trade receivables are recognised initially at fair value and subsequently measured at amortised cost less
provision for impairment.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand'and balance with banks;that are on demand.

Provision
Provisions are recognized when the Gofmpany/hds an.obfigationi(legal or constructive) arising from a past
event, and the cost to settle the obligations @re botti probable-and able to be reasonably measured.

Employees’ end of service benefits

Pensions and other social benefits for Bahraini.employees are covered by the General Organisation for
Social Insurance scheme, which is a definéd contribution scheme, to which employees and employers
contribute monthly on a fixed-percentage-of-salaries basis.

Expatriate employees are entitled to leaving indemnities payable under the Bahrain Labour Law, based on
length of service and final salary and other allowances paid. Provision for this unfunded commitment, which
represents a defined benefit scheme, has been made by calculating the notional liability had all employees
left at the reporting date.

Foreign currency transactions

Items included in the financial statements of the Company are measured using the currency of the primary
economic environment in which the entity operates (‘the functional currency’). The functional currency of
the Company is Bahraini Dinars and the financial statements are presented in United States Dollar (USD’).
The tranglation difference between the functional currency and the presentation currency is insignificant.
Transactions in foreign currencies are translated to USD at the foreign exchange rate prevailing at the date
of the transactions. Monetary assets and liabilities denominated in foreign currencies at the reporting date
are translated into USD at the foreign exchange rate prevailing at that date.

Foreign exchange differences resulting from the settlement of such foreign currency transactions and from

the translation of monetary and non-monetary assets and liabilities denominated in foreign currencies at
year end exchange rates are recognised in the statement of profit or loss and other compreh ensive income.
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HIDD POWER COMPANY B.S.C.(C)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

3 MATERIAL ACCOUNTING POLICIES (continued)

Financial instruments
()  Recognition and initial instruments

Financia! assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through profit or loss) are added to or deducted from
the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial assets and financial liabilities at fair
value through profit or loss are recognized immediately in profit or loss.

Trade receivables and debt securities are initially recognised when they are originated. All other financial
assets and financial liabilities are initially recognised when the Company becomes a party to the
contraciual provisions of the instrument.

(il Classification and subsequent measurement

Financial assets

On initial recognition, a financial asset is classified as measured at amortised cost; FVOCI or FVTPL.
Financial assets are not reclassified subsequent to their initial recognition unless the Company changes
its business maodel for managing financial assets, inwwhich casé’all affected financial assets are
reclassified on the first day of the first reporting period following’the change-in the business model.

A financial asset is measured at amortised castifit méets bothi\of the foliowing conditions and is not
designhated as at FVTPL:
e it is held within a business modél)whosé pbjective i5-16'hold assets to collect contractual cash
flows; and
e its contractual terms give rise onspecified dates to'cash flows that are solely payments of principal
and interest on the principal amoupt Butstanding.

All financial assets not classified as measured at amortised cost or FVYOCI are measured at FVTPL.

Financial assets at amortisedcast

These assets are subsequently measured at amortised cost using the effective interest method. The
amortised cost is reduced by impairment losses. Interest income, foreign exchange gains and losses
and impairment are recognised in profit or loss. Any gain or loss on derecognition is recognised in the
profit or loss.

Financial liabilities
Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is
classified as at FVTPL if it is classified as held-for-trading, it is a derivative or it is designated as such
on initial recognition.

Financial liabilities at FVTPL are measured at fair value and net gains and losses, including any
interest expense, are recognised in profit or loss. Other financial liabilities are subsequently measured
at amortised cost using the effective interest method. Interest expense and foreign exchange gains
and losses are recognised in profit or loss. Any gain or loss on derecognition is also recognised in
profit or loss.

Refer note 20 for financial liabilities designated as hedging instruments.
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HIDD POWER COMPANY B.S.C.(C}

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

3  MATERIAL ACCOUNTING POLICIES (continued)
(i)  Derecognition

Financial assets

The Company derecognises a financial asset when the contractual rights to the cash flows from the
financial asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in
which substantially all of the risks and rewards of ownership of the financial asset are transferred or in
which the Company neither transfers nor retains substantially all of the risks and rewards of ownership
and it does not retain control of the financial asset.

The Company enters into transactions whereby it transfers assets recognised in its statement of financial
position, but retains either all or substantially all of the risks and rewards of the transferred assets. In
these cases, the transferred assets are not derecognised.

Financial liabilities

The Company derecognises a financial liability when its contractual obligations are discharged or
cancelled, or expire. The Company also derecognises a financial liability when its terms are modified
and the cash flows of the modified liability are substantially different, in which case a new financial liability
based on the modified terms is recognised at fair value.

On derecognition of a financial liability, the difference between the carrying amount extinguished and
the consideration paid (including any non-cash asséts transferréd or liabilities assumed) is recognised
in profit or loss.

(iv)  Offsefting

Financial assets and financial liabilittes~are \6ffset,.and-the Aet'amount presented in the statement of
financial pasition when, and only when, the-Company currently has a legally enforceable right to set off
the amounts and it intends either to>settle. them,on-a net basis or to realise the asset and settle the
liability simultaneously.

(v}  Derivative financial instruments and hedging activities

Derivative financial instruments are contracts, the value of which is derived from one or more underlying
financial instruments and includé interest rate swaps and currency forward contracts. These are held to
hedge the Company's foreign currency and interest rate risk exposures.

The derivative financial instruments are recognised in the statement of financial position at fair value,
attributable transaction costs are recognised in profit or loss as incurred.

On initial designation of the hedge, the Company formally documents the relationship between the
hedging instrument and hedged item, including the risk management objectives and strategy in
undertaking the hedge transaction, together with the methods that will be used to assess the
effectiveness of the hedging relationship. The Company makes an assessment, both at the inception of
the hedge relationship as well as on an ongoing basis, whether the hedging instruments are expected
to be “highly effective” in offsetting the changes in the fair value or cash flows of the respective hedged
items during the period for which the hedge is designated. For a cash flow hedge of a forecast
transaction, the transaction should be highly probable to occur and should present an exposure fo
variations in cash flows that could ultimately affect reported net income.
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HIDD POWER COMPANY B.S.C.(C)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

3 MATERIAL ACCOUNTING POLICIES (continued)

Subsequent to initial recognition, derivatives are measured at fair value, and changes therein are
accounted for as described below. Fair values are estimated based on the prevailing market rates of
interest and related foreign currency exchange rates. Changes in the fair value of the derivative financial
instruments that are designated and qualify as cash flow hedges and that prove to be highly effective in
relation to the hedged risk are recognised in other comprehensive income and presented in a hedge
reserve as a separate component of equity. The corresponding effect of the unrealised gains or losses
recognised in other comprehensive income is recognised as other assets or other liabilities in the
statement of financial position. The effective portion of the gain or loss on derivative instruments
recognised in other comprehensive income is removed and included in profit or loss in the same period
as the hedged cash flows affect profit or loss under the same line item in the statement of profit or loss
and other comprehensive income as the hedged item. Any gains or losses arising from changes in fair
value on derivative instruments that do not qualify for hedge accounting or are determined to be
ineffective are recognised directly in the profit or loss.

Hedges directly affected by interest rate benchmark reform

When the basis for determining the contractual cash flows of the hedged item or hedging instrument

changes as a result of IBOR reform and therefore there is no longer uncertainty arising about the cash

flows of the hedged item or the hedging instrument, the Company amends the hedge documentation of

that hedging relationship to reflect the changes required by IBQR:«feform. For this purpose, the hedge

designation is amended only to make ene or mare of-thg follewing changes;

« designating an alternative benchmark rate as the hedged-risk

« updating the description of the hedged_itemSincluding thesdescription” of the designated portion of
the cash flows being hedged; or updating the description-of the’hedging instrument.

The Company amends the formal hedge ‘datumeritation by the end of the reporting period during which
a change required by IBOR reform§ made/tothe’hedged risk, hedged item or hedging instrument.
These amendments in the formdl_hedge documentation do not constitute the discontinuation of the
hedging relationship or the designation‘of a new hedging relationship.

When the interest rate benchmark on which‘the hedged future cash flows had been based is changed
as required by IBOR reform, for théurpose of determining whether the hedged future cash flows are
expected to occur, the Company déems that the hedging reserve recognised in OCI for that hedging
relationship is based on the alternative benchmark rate on which the hedged future cash flows will be
based.

(vit Impairment
The Company recognises loss allowances for expected credit losses (ECLs) on financial assets
measured at amortised cost.

The Company measures loss allowances at an amount equal to lifetime ECLs, except for bank balances
for which credit risk (i.e. the risk of default occurring over the expected life of the financial instrument)
has not increased significantly since inittal recognition.

Loss allowances for trade receivables are always measured at an amount equal to lifetime ECLs. When
determining whether the credit risk of a financial asset has increased significantly since initial recognition
when estimating ECLs, the Company considers reasonable and supportable information that is relevant
and available without undue cost or effort. This includes both quantitative and qualitative information
and analysis, based on the Company’s historical experience and informed credit assessment including
forward-looking information. The Company assumes that the credit risk on a financial asset has
increased significantly if it is more than 30 days past due.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

3 MATERIAL ACCOUNTING POLICIES (continued)

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present
value of all cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance
with the contract and the cash flows that the Company expects to receive). Presentation of allowance
for ECL in the statement of financial position Loss allowances for financial assets measured at amortised
cost are deducted from the gross carrying amount of the assets.

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.

4. PROPERTY, PLANT AND EQUIPMENT

Cost
At 1 January 2022

Additions
Transfers

At 31 December 2022
Additions

Write-off

Transfers

Impairment

At 31 December
2023

Depreciation

At 1 January 2022
Charge for the year
At 31 December 2022
Charge for the year
At 31 December
2023

Carrying value
At 31 December
2023

At 31 December 2022

Capital Capital spares
Production Building and Other work in { critical
facilities improvements assets  progress spares Total

UsD ('000) USD ('000} USD ('000) USD ('000)  USD ('000) USD {'000}
1,414,672 32,117 6,595 1,139 2,862 1,457,385
33,046 - 423 501 72 34,942
1,053 74 (1,127) (337) (337)
1,449,671 32,49% 7,092 513 2,597 1,491,990

34,873 7 122 146 108 35,249

- \ S - (178) (178)

558 11 (513) (56) -

(190,361} {4,638) - - - {195,000}

1,294,741 279,478 7,225 146 2,471 1,332,061
728,210 14,552 5209 - 389 748,360

59,758 1,014 387 158 61,317
787968 15,566 5,596 - 547 809,677

62,191 1,001 421 187 63,800

850,159 16,567 6,017 - 734 873,477
444,957 10,897 a47 146 1,737 458,584
661,703 16,551 1,496 513 2074 682,337

a. Capital work in progress primarily represents expenditure incurred on Phase 3 sea water pump 1
overhaul, MSFE distillate pumps overhauling, Sea water intake boom system upgrade, and Phase 2

GCB Overhaul,

b. Capital spares represents items that are identified by the management to a specific item of property,
plant and equipment and are intended for replacement at scheduled intervals based on anticipated
life cycle. These capital spares have not been put to use as at reporting date. Critical spares include
major items and parts critical to be kept on hand to ensure uninterrupted operations of the equipment.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

4, PROPERTY, PLANT AND EQUIPMENT (continued)

¢. The depreciation charge has been allocated in the statement of profit or loss and other comprehensive
income as follows:

2023 2022
USD ('000) USD ('000)
Cost of revenue (note 15) 63,231 60,757
General and administration expenses (note 16) 569 560
63,800 61,317

d. As at reporting date, all of the above assets were subject to a floating charge that forms security for
bank borrowings (note 11).

e. While HPC is waiting for a formal response from EWA on the potential long-term extension, the
Company has carried out an impairment assessment at the close of year 2023 based on the available
information and certain assumptions. Accordingly, an impairment loss of USD 195,000 (2022: Nil) on
the PPE was booked on 31 December 2023. In determining the recoverable amount of PPE,
management has extended the cashflow projections beyond the current term as being a highly
probable scenario based on supply-demand projections and the available production facilities to meet
Bahrain's demand.

The key assumption used in the estimation of value in use is thediscount rate of 11.75%. The discount
rate was based on the rate of 5-year governmentbonds issyad-by the Government of Bahrain and in
the same currency as the cash flows, adjustedAdora risk premium to reflect both the increased risk of
investing in equities generally and the systematie- rigk’ of the specific-CGU. A reasonable possible
change of 1% in the discount rate would, resultin\the valueindsebeing higher/lower by USD 10,000
fhousand.

f.  During the year, a transfer of USD. 28,476 thogsand (2022: USD 28 428 thousand) from advance
payments for long-term parts @nd repairs'toprgperty, plant and equipment was adjusted from current
year additions tc property,\plant and>equipment.

As an outcome of the reassessmentof the asset retirement obligation exercise, the Company reviewed
the revised estimated residual ¥alie of the property, plant and equipment reflecting the market
assessments. The residualiscrap value estimates are based on weight estimated from various as-built
drawings and documents and estimates of similar equipment's based on the consultant's know-how and
engineering judgement. These revised estimates further looked into the various categories of the metals
and values based on the London Metal Exchange with an adjustment for the local market. Based on this
methodology, the revised residual value reflects a reduction in the previous estimate by USD 56.4 million.
As required by IAS 8 Accounting Policies, Changes in Accounting Estimates and Errars, the above revision
in estimate has been accounted prospectively by adjusting the depreciation charge on the assets by
providing accelerated depreciation.

The effect of changes in depreciation expense due to the revision in residual value has been incorporated
along with the impairment loss in the current year. Additionally, the deprecation on the PPE will be
accelerated including based on the assumed useful value until the extended period as per the impairment
assessment and including the revised residual value for the future years is as follows:

2024 2025 Later
USD ('000) USD ('000) usD ('000)
Depreciation 30,793 30,793 84,961
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HIDD POWER COMPANY B.S.C.(C)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

5. INVENTORIES

2023 2022
USD ('000) USD ('000)
Spare parts 24181 23,684
Chemicals 812 998
24,993 24,682
Less: Provision for slow-moving spares (6,225) (2,413)
18,768 22,269
Moverent in allowance for impairment of inventories are as follows:
2023 2022
USD (“000) UsSD ('000)
Opening balance 2,413 849
Charge for the year 4,638 2,059
Written off during the year (826) {495)
Closing balance 6,225 2,413
6. RECEIVABLES
2023 2022
USD ¢000) USD ('000)
Trade receivables (due from EWA) 58,822 42,526
Less: Provision for impairment (38,081) (18,810)
20,771 23716
Due from related parties (note 19) 32 19
20,803 23,735

Trade receivables {due from EWA) relate to sale’ of electricity and water and are due within 45 days from
the date of invoice. The Company’s expasures to credit and currency risk related to trade receivables are

disclosed in note 21.

Movement in allowance for receivables are as follows:

2023 2022
USD (000) USD ('000)
Opening balance 18,810 17,612
Charge for the year 19,241 1,198
Closing balance 38,051 18,810
7. OTHER ASSETS
2023 2022
USD ('000) USD (1000)
Prepayments and other assets 2,484 2,595
Advance to suppliers 209 480
2,693 3,075

Prepayments and other assets include an amount of USD 846 thousand (31 December 2022: USD 1,067
thousand) which represents un-amortised portion of payment of USD 4,139 thousand to EWA in relation
to the total dissolved solids (TDS) of the Company. The benefit of this payment is estimated to accrue
over a period of remaining life of the PWPA.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

8. CASH AND BANK BALANCES

2023 2022

USD (000) USD (000}
Bank balances 8,688 14,480
Fixed deposits with original maturity exceeding 3 months 21,175 21,122
Cash on hand 1 4
Cash and bank balances 29,864 35,606
Less: Fixed deposits with original maturity exceeding 3
months 21,17%) {21,122)
Cash and cash equivalents 8,689 14,484

Expected credit losses on balances with banks are not considered material due to short term maturity
period.

9. STATUTORY RESERVE

As required by the Commercial Companies' Law, a minimum of 10% of the net profit should be transferred
to a statutory reserve each year until this reserve is equal to 50% of the paid-up share capital. The reserve
is not available for distribution except in the circumstances stipulated in.the above law. As at reporting date,
the total recognised statutory reserve was USD 43,794 thousand {2022: USD 43,794 thousand). There
was no transfer to the statutory reserve for the year‘ended 31 December 2023 (2022: USD 4,188
thousand).

10. PROVISION FOR EMPLOYEES” END-OF-SERVICE BENEFITS

2023 2022
USD ('000) LSD ("000)
Opening balance 1,507 1,359
Charge for the year 262 219
Payments during the year (74) (71}
Closing balance 1,695 1,507

11. BANK BORROWINGS
2023 2022
USD ('000) UsD ('000)
Secured bank loans 240,021 310,914
Less: Transaction costs {530) (829)
239,491 310,085

Classified as:

Non-current liabilities 173,268 252,491
Current liabilities 66,223 57 594
239,491 310,085
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

11. BANK BORROWINGS (continued)

The above borrowings represent the amounts drawn by the Company under various floating rate loan
facilities obtained from a syndicate of banks, which are outstanding as at 31 December 2023. The facilities
have been obtained by the Company for payment of the purchase consideration to EWA, Phase Il
construction activities and for working capital. The above borrowings carry a floating charge over the
Company's property, plant and equipment {note 4).

Since the borrowings are denominated in USD, the Company does not have any significant foreign
currency risk. For information on interest rate risk and liquidity risk, refer note 21.

Significant terms and conditions of outstanding loans were as follows:

31 December 2023 31 December 2022

Nominal Year of Carrying Carrying

Currency interest rate  maturity amount amount

UsD (‘000) USD (‘000)

Senior debt UshD SOFR+0.55 2026 122,680 166,855
Commercial

debt UsSD SOFR+1.50 2026 117,341 144,059

240,021 310,914

The rates mentioned above are post-transition_of the.company’s loan\contracts as a result of the IBOR
reform. For information, there are no chahges tothe inferestrate except the replacement of LIBOR with
SOFR.

The following is the reconciliation between'the-Gpening and closing balances for bank borrowings arising
from financing activities:

2023 2022
UsD ('000) USD (‘000)
At January 1 310,914 394,890
Repayment of bank borrowings™ (70,883) (83,976)
At December 31 240,021 310,914

*Includes partial repayments against bullet amount payable at the end of the term.

12. OTHER LIABILITIES

2023 2022
usD ('000) USD ('000)
Trade payables 1,672 249
Accrued interest 2,652 3,180
Other accrued expenses 5,638 5,153
Related party payables (note 19) 34 24
9,896 8,606
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

13. PROVISION FOR DISMANTLING COST

A provision is made in respect of the Company’s obligation, as per the Land Rights Agreement with the
Ministry of Finance and National Economy (the “agreement’}, to dismantle the power plant on completion
of the term of the agreement, which is 30 years from the Scheduled Commercial Operation Date.

Due to long-term nature of the liability, there is a significant uncertainty in estimating the provision for the
costs that will be incurred. The Company had estimated these costs, assuming that the land will be restored
using the technology and materials that are available currently (current cost), adjusted with an inflation rate
estimated over remaining years. The current cost of dismantling was carried at its present value as at 31
December 2023 using a discount rate of 7% (2022: 7%). Movement during the year:

2023 2022
UsD ('000) USD (‘000)
Opening balance 36,564 34,172
Unwinding of discount on provision for dismantling cost (note 17) 2,560 2,392
Closing balance 39,124 36,564
14. REVENUE
2023 2022
USD ('000) USD ('000)
Capacity charge:
Power 41,669 44,953
Water 76,278 81,877
Add: Deferred revenue 3,737 3,737
121,684 130,567
Variable charge:
Power 8,938 10,165
Water 3,711 4,294
12,649 14,459
Recovery of gas consumed 262,760 302,608
397,093 447 634

Capacity charge represents the revenue from capacity sale of electricity and water and is recognised on a
straight-line basis over the term of the PWPA, adjusted for estimated increase in the capacity of water
generation, An estimate of electricity and water capacity required to be made available to the EWA over
the PWPA period forms the basis for recognising the capacity charge revenue over the PWPA term.

The variable charge represents revenue from sale of electricity and water and is arrived at based on the
agreed tariff as per PWPA and the actual units of electricity and water delivered during the year.

The cost of gas consumed in operations is recovered from the EWA as part of sale of electricity and water
and is based on the computation agreed as per the PWPA.
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15, COST OF REVENUE

Gas consumed

Depreciation (note 4)

Staff costs

Amortisation of TDS settlement

Other production and maintenance costs

16. GENERAL AND ADMINSTRATION EXPENSES

Staff costs

Impairment loss on trade receivables {note 6)
Insurance

Communication and IT expenses
Depreciation {note 5)

Legal, professional and consultancy fees
Security & Fire Fighting costs

Facility management expenses

Travel and transportation costs

Staff welfare expenses

Trainings and seminars

Non-recoverable VAT

Other expenses

17. FINANCE INCOME AND EXPENSES

Interest income
Finance income

Net changes in fair value of cash flow hedges transferred from

equity
Interest on borrowings
Interest rate swap net income

Unwinding of discount on provision for dismantling cost (note

13)

Amortisation of loan origination fees
Commitment fees

Ineffectiveness on interest rate swaps

Foreign exchange loss

Finance expense
Net finance expense
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2023 2022
USD ('000) USD (‘000)
251,843 204,562
63,231 60,757
6,180 6,400
221 221
17,757 12,048
339,232 373,988
2023 2022
USD (‘000) USD (000)
2,339 2,287
19,241 1,198
1,885 1,813
538 478
560 560
388 649
261 314
173 176
147 128
159 161
124 152
52 45
312 264
26,188 8,225
2023 2022
USD (‘000) USD (‘000)
1,721 500
1,721 509
(552) 15,951
17,844 9,601
134 (4,661)
2,560 2,392
299 343
106 106
3 -
20,394 23,732
205 343
20,689 24,075
18,968 23,566




HIDD POWER COMPANY B.S.C.(C}

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

18. COMMITMENTS

2023 2022
USD (‘000) USD ('000)
Long Term Parts and Repairs Agreement 10,742 27,198
10,742 27,198

19. RELATED PARTY TRANSACTIONS

Parties are cansidered to be related if one party has the ability to control the other party or exercise
significant influence over the other party in making financial and operating decisions. Related parties
include entities over which the Company exercises significant influence, major shareholders, directors and
key management persgnnel of the Company.

The transactions and balances with the related parties (major shareholders} included in these financial
statements are as follows:

2023 2022
USD (000} UsD ('000)
Technical fee and other consultancy charges 312 244
Staff costs 1,219 1,174
Reimbursements {110} (145)
2023 2022
USD (000) USD (000)
Amounts due from related parties {noté\6) 32 19
Amounts due to related parties (not&12) (34) {(24)

The transactions and balances with the related parties (affiliates) included in these financial statements
are as follows:
2023 2022

USD (‘000) USD (‘000)

Technical fee and other consultancy charges 122 115

20. DERIVATIVE FINANCIAL INSTRUMENTS

The Company uses interest rate swaps and currency forward contracts as part of its interest rate and
foreign currency risk management respectively. These derivatives qualify and have been designated by
the Company as cash flow accounting hedge as per the requirements IFRS 9 Financial instruments. Fair
value of interest rate swaps agreements and currency forward contracts are estimated based on the
prevailing interest and forward rates of the related foreign currencies respectively.

The Company has entered into Interest Rate Swaps ("IRSs") transactions to hedge the interest rate
exposure of its term loans as follows:

The bank borrowings (refer to note 11) bears interest at USD-SOFR plus applicable margins. The
Company has entered into "pay fixed, receive variable" IRS agreements with various counterparties.
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20. DERIVATIVE FINANCIAL INSTRUMENTS (continued)
Managing interest rate benchmark reform and associated risks

A fundamental reform of major interest rate benchmarks is being undertaken globally, including the
replacement of some interbank offered rates (IBORs) with alternative nearly risk-free rates (referred to
as ‘IBOR reform’). In 2022, the Company initiated amendments to financial instruments and other project
documents where in the contractual terms are indexed to IBORs such that they incorporate new
benchmark rates. The alternative reference rate for US dollar LIBOR is the Secured Overnight Financing
Rate (SOFR). The Campany finished the process of implementing appropriate modification clauses for
all US dollar LIBOR indexed exposures in 2023 and the Company has no unreformed contracts as at 31
December 2023. (Refer note 21 (i)

The details of such agreements and contracts outstanding as at the reporting dates are provided in the

following table:
2023 2022

Notional Notional
amount Fair value amount Fair value

USD (000)  USD(000)  USD (000)  USD ('000)

Interest rate swaps 219,919 (976) 289,844 (2,659)
Currency forward contracts 4,210 (958) 11,109 {2,701)
224,129 (1,934) 300,953 (5,360)
2023 2022
UsD ('000) UsSD (‘000)
Assets
Non-current o0 291
Current 311 390
401 681
Liabilities
Non-current 1,888 4,469
Current 447 1,572
2,335 6,041
Effective portion 1,934 5,360

The contractual maturity analysis of the interest rate swap and currency forward contracts are included
as par of liquidity risk information in note 21.

Movement in hedging reserve during the year

2023 2022
UsD ('000) USD ('000)

Balance as at January 1 (5,360} (42,365)
Net fair value gain (a) 3,428 37,005
Balance as at December 31 {1,932) (5,360)
(a) Net fair value gain
Effective portion of changes in fair value of cash flow hedges 2.246 19,080
Net changes in fair value of cash flow hedges transferred to
profit or loss (552) 15,951
Net changes in fair value of cash flow hedges transferred to
carrying amount of a non-financial asset 1,734 1,974

3,428 37,005
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21. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Overview

Financial instruments

Financial instruments include financial assets and financial liabilities. Financial assets of the Company
include cash and cash equivalents, other assets, derivatives and trade receivables. Financial liabilities
of the Company include bank borrowings, interest rate swaps (derivative financial instruments), provision
for dismantling cost, trade payable, and other current liabilities.

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

s credit risk
+ liguidity risk
» market risk

This note presents information about the Company’s exposure to each of the above risks, the Company's
objectives, policies and processes for measuring and managing risk, and the Company’s management
of capital. The note also presents certain quantitative disclosures in addition to the disclosures
throughout the financial statements.

The Board of Directors of the Company has overall responsibility for the establishment and oversight of
the Company’s risk management framework. The Gampany’s-risk- management policies are established
to identify and analyse the risks faced by the Eompany,do set appropriate risk limits and controls, and
to monitor risks and adherence to limits. Risk management policiés and systems are reviewed regularly
to reflect changes in market conditions @nd the\Company's activities. The Company, through its training
and management standards and procedures, aims to develop a disciplined and constructive control
environment in which all employees understand their_roles and obligations.

Credit risk

Credit risk is the risk that counter-party:to a financial instrument will fail to discharge an obligation and
cause the Company to incur a financial loss. The Company is exposed to credit risk primarily on cash and
cash equivalents and receivables;

The Company limits the credit risk on bank balances by ensuring that these are maintained with banks
having high credit ratings.

Exposure to credif risk
The carrying amount of financial assets represents the maximum credit exposure. The maximum
exposure to credit risk at the reporting date was:

2023 2022
UsD ('000) USD (‘000)
Cash and cash equivalents 29,864 35,606
Receivables 20,803 23,735
50,667 58,341
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21.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued)

Trade receivables are due from EWA, which is part of the government of the Kingdom of Bahrain. The
receivables from EWA represent revenue billed based on the PWPA terms. Credit risk on cash and cash
equivalents is limited since these are maintained with bank having appropriate credit rating.

2023 2022
Gross Gross
amount ECL amount ECL
USD ('000) USD ('000) USD {'000) USD ('000)
Not past due 21,647 844 23,836 100
Past due |mpa||'ed 37,207 37,20? 18,710 18,710
58,854 38,051 42,545 18,810

Liguidity risk

Liguidity risk is the risk that the Company will encounter difficulty in meeting cbligations associated with
financial liabifities that are seftled by delivering cash or another financial asset. The Company manages its
liguidity risk, by ensuring that banks and other facilities are.adequate to meet its working capital

requirements.

The following are the contractual maturities-offinancial liabilities) including interest payments:

Carryin Confractual \\&manths 6-12
31 December 2023 amgun? cash flows or less months 1-2years 2-5years
Non-derivative
financial liabilities
Bank borrowings 240°021 264618 37,409 42 561 79,979 104,669
Trade payatﬂes 1 ,672 1 ,672 1 ,6?2 - = =
Derivative financial
liabilities
Interest rate swaps 1,377 1,520 {629) 277 1,473 399
Currency forward 958 1,021 565 276 180 -
contracts
Total 244,028 268,831 39,017 43,114 81,632 105,068
Carryin Contractual 6 months 8-12
31 December 2022 amo?mtg cash flows or less months 1-2 years 2-5 years
Non-derivative
financial liabilities
Trade payables 248 249 248 - - -
Derivative financial
liabilities
Interest rate Swaps 3,340 3,707 454 (636) 1,631 2,258
Currency forward
contracts 2,701 2,861 1,032 845 946 38
Total 317,204 361,042 37,412 39,810 83,007 200,813
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21. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued)

Market risk

Market risk is the risk that changes in market factors, such as currency 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 optimizing the return on risk.

()  Interest rate risk

Interest rate risk is the risk that the Company's earnings will be affected as a result of fluctuations in the
value of financial instruments due to changes in market interest rates. The Company’s interest rate risk
is limited to its interest-bearing demand deposits with banks and bank borrowings.

The Company has hedged a significant portion of its interest rate risk on bank borrowings by entering
into interest rate swap agreements. Since the deposits with banks are of short-term nature and realisable
at the values at which carried in the books, interest rate fluctuations do not have significant impact on
the carrying value of these deposits.

The effective interest rate on bank borrowings during the year was 6.33% (31 December 2022: 5.91%).

At the reporting date the interest rate profile of the Company's inferest-bearing financial instruments
was:
Carrying amount
2023 2022

UsD ('000) USD ('000)

Fixed rate instruments

Cash and cash equivalents 29,864 35,606
Variable rate instruments

Bank borrowings 240,021 310,914
Interest rate swaps 1,377 3,340

Cash flow sensitivity analysis for. variable rate instruments

A change of 100 basis points in‘ifitetest rates at the reporting date and in average interest rates
prevailing during the year would have increased (decreased} equity and profit or loss by the amounts
shown below.

This analysis assumes that all other variables, in particular foreign currency rates, remain constant. The
analysis is performed on the same basis as used for 2023.

Profit or loss Equity
100 bp 100 bp 160 bp 100 bp
Increase Decrease Increase Decrease

USD ('000) UsD {'000) USD {00) USD ('000)
31 Decembear 2023

Bank borrowings (2,843) 2,843 - -
Interest rate swap 2,665 (2,665) 2,211 (2,269)
Cash flow sensitivity (net) (178) 178 2,211 (2,269)
31 December 2022

Bank borrowings (3,641) 2,575 - -
Interest rate swap 3,333 (3,333) 4,415 (4,560)
Cash flow sensitivity (net) (308) (758) 4,415 {4,560)
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21.  FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued)

The Company has successfully completed the transition from LIBOR to the replacement rate (SOFR)
on 25 October 2023 for the loan and linked derivatives. The loan amendment agreements and swap
amendment confirmation are duly executed and are applied effective 31 October 2023. HPC managed
to get the loan and derivate terms matched and does not foresee any economic impact on the
transactions.

(i) Currency risk
Currency risk is the risk that the Company’s earnings will be affected as a result of fluctuations in currency
exchange rates.

The Company is exposed te currency risk on liabilities for commitments under the LTPRA, bank borrowings
and certain purchases denominated in foreign currencies. The majority of the foreign currency payments
are in US dollars, except for payments under LTPRA. The Company has effectively hedged approximately
60% of its currency rate risk relating to its commitments under the LTPRA by way of entering into currency
forward contracts. The Company perceives the currency risk, on the transactions denominated in Bahraini
Dinars, to be low, as the US dollar is pegged against the Bahraini Dinar.

Exposure to currency risk
The Company’s significant exposure o currency risk was as follows:

2023 2022
LISDAB00) _<Euro (000}~ USD ("000) Euro ("000)
Estimated cost of LTPRA* (7.018) (4.808)  (22218)  (15232)
Notional amount of the currency forward
contracts {4,210) {2,885) {11,109) (7,616)

*cash flows to occur over 2 years

Sensitivity analysis for currencifisk

A 10 percent strengthening (weakening)|af, the USD against the Eure at reporting date would have
increased (decreased} equity and prafit or loss by USD +/- 311 thousand (2022: USD +/- 794 thousand)
the amounts shown below. Thig’ analysis assumes that all other variables, in particular interest rates,
remain constant.

Capital management

The Board’s policy is to maintain investor, lender and Government confidence and to be able to mest
the requirements of the PWPA. The Company is currently significantly leveraged. The Board of Directors
monitors that there is sufficient capital to ensure smooth working of the current operations.

The Company maintains a project lifetime financial model which is reviewed and updated on a six
monthly basis. The management uses this model to plan cash flows and ensures that the Company
continues to meet debt covenants. The Company has complied with all other externally imposed capital
requirements throughout the year.
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22. FAIR VALUES OF FINANCIAL INSTRUMENTS

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date.

Underlying the definition of fair value is a presumption that an enterprise is a going concern without any
intention or need to liquidate, curtail materially the scale of its operations or undertake a transaction on
adverse terms. The carrying amount of financial assets and liabilities, presented in the statement of
financial position, are set out in the table below.

Having regard to the nature of these financial assets and liabilities, their carrying value approximates
the fair value.

Total carrying

At fair value Amortised cost Amount
USD ('000) usD ('000) USD {'000)
31 December 2023
Receivables - 20,803 20,803
Cash and cash equivalents - 29,864 29,864
Derivative financial instruments 401 - 401
401 50,667 51,068
Bank borrowings = 240,021 240,021
Qther financial liabilities 2 11,581 11,591
Derivative financial instruments 20335 - 2,335
2,335 251,612 253,947
Total carrying
At fair value Amortised cost Amount
USD {'000) USD {'000) USD ('000)
31 December 2022
Receivables - 23,735 23,735
Cash and cash equivalents - 35,606 35,606
Derivative financial instruments 681 - 681
681 59,341 60,022
Bank borrowings - 310,914 310,914
Other financial liabilities - 10,113 10,113
Derivative financial instruments 6,041 - 8,041
6,041 321,027 327,068
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22.  FAIR VALUES OF FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy
The Company measures fair values using the following fair value hierarchy that reflects the significance of
the inputs used in making the measurements:

¢ Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

e |evel 2: valuation techniques based on observable inputs, either directly (i.e. as prices) or indirectly
(i.e. as derived from prices). This category includes instruments valued using: quoted market prices in
active markets for similar instruments; gquoted prices for identical or similar instruments in markets that
are considered less active; or other valuation techniques where all significant inputs are directly or
indirectly chservable from market data.

e level 3: valuation techniques using significant unobservable inputs. This category includes all
instruments where the valuation technique includes inputs not based on observable data and the
unobservable inputs have a significant effect on the instrument's valuation. This category includes
instruments that are valued based on quoted market prices for similar instruments where significant
unobservable adjustments or assumptions are required to reflect differences between the instruments.

The table below analyses assets and liabilities, measured at fair value as at the end of the year, by level
in the fair value hierarchy inte which the fair value measurement is categorized:

Level 1 Level 2 Level 3 Total
31 December 2023
Assets
Derivative financiat instruments - 401 - 401
Liabilities
Derivative financial instruments - 2,335 ) 2,335
Level 1 Level 2 Level 3 Total
31 December 2022
Assets
Derivative financial instruments - 681 - 681
Liabilities
- 6,041 - 8,041

Derivative financial instruments

Valuation technique of forward exchange contracts and interest rate swaps
Market comparison technique: The fair value is based on the broker quotes. Similar contracts are traded
in an active market and quotes reflect the actual transaction in similar instrument.

23. CONTINGENCY

The Company has received dispute notices against their invoices to Electricity and Water Authority (Off-
taker), Kingdom of Bahrain primarily on water revenues related to shortfall in capacity and delivery of Non-
Conforming Water, which is defined in the Power and Water Purchase Agreement as water that fails to
conform to the Potable Water Delivery Specification as described in the PWPA.

A total amount of USD 37,207 thousand (2022: 18,710 thousand) has already been deducted from the
payment of invoices billed as of 31 December 2023, which in the opinion of the Company, is not fully in
line with the PWPA. The Company is assertive of partially recovering the outstanding receivable through
its continuing effort to resolve the disputed matters amicably with the off taker. Nevertheless, as a matter
of prudence, the Company has made a provision for already deducted amounts in full.
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CHAIRMAN’S REPORT

In accordance with Article 286 of the Bahrain Commercial Companies Law 2001, | have pleasure in
presenting the Company’s audited financial statements (pages 5 to 34) for the year ended December 31,

2021.
Amount in USD ‘000
Financial highlights 2021 2020
Revenue 455,933 464,585
Gross profit 76,055 81,471
Profit for the year 47,826 43,158
Total equity 327,634 253,038
Directors

The following Dirsctors served during the year ended December 31, 2021 and disclosure of remuneration

to members of Board of Directors and Executive Management.

Fixed remuneration

Variable remuneration

g8 g
ame FR A RN RN HE
! L] |

x = a &

First: independent Directors

None

[Second: Non-Executive Directors

iAnwar Syahrin Bin Abdul Ajib —~Chairman
i)

IAhmad Fuaad Bin Mohd. Kenali,
Chairman = (ii)

Frederi¢ Michel Nicolas Claux

James Philip Morson

Antonio Di Cecca

sl

Miohd Nazersham Bin Mansor

'Yap Leng Khim

Nagutugamy Rajendran

Luc Christiaan E.Dietvorst

Mohd Helmy Bin lbrahim

Koji Makita (iii)

Shinya Nakamura (iv)

NI N RN R IR R E

(NI NN AN N EN T N

afo o fo e e

Third: Executive Directorg

None

[Total

—

Note: All amounts are stated in Bahraini Dinars

{iy Appointed w.e.f January 12, 2021

{in Resigned January 12, 2021
(i) Appointed w.e.f May 24, 2021

{iv) Resigned May 23, 2021




Remuneration and benefits paid to Executive Management:

Salaries, benefits and other aliowance paid to executive management are disclosed as follows;

’ : Tolal paid Any other cash/ in
Tofe! paid salaries remuneration kind remuneration Aggq reg::e

Executive management
gy {Bonus) for 2021

Remuneration of top executives
{Chief Executive Officer and 402,157 402,157
Chief Financial Officer) *

Note: All amounts are stated in Bahraini Dinars

* Executive management consist of Executive Managing Director, Finance Director & Production director
Representations and audit

The Company’s activities for the year ended December 31, 2021 have been conducted in accordance with
the Bahrain Commercial Companies Law 2001 (and subsequent amendments), and other relevant
statutes of the Kingdom of Bahrain.

There have been no events subsequent to December-31, 2021, which weuld-in any way invalidate the
financial statements on pages 5 to 34.

The Company has maintained proper,(complete’accounting records and these, together with all other
information and explanations, have beén.made-freely available to the auditors - Deloitte & Touche, who
have signified their willingness to continue in office for the.next accounting year,

Auditors

The auditors, Deloitte & Touche - Middle East. have expressed their willingness to be reappointed as
auditors of the Company for the yearending 31 December 2022.

February 10, 2022
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waww. deloitte.com
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INDEPENDENT AUDITORS’ REPORT

To the Shareholders
Hidd Power Company B.5.C.(c)
Hidd, Kingdom of Bahrain

Report on the audit of the financial statements
Opinion

We have audited the financial statements of Hidd Power Company B.5.C.{c) (the “Company”), which comprise the statement
of financial position as at December 31, 2021, and the statements of profit or loss and other comprehensive income,
statement of changes in equity and statement of cash flows for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in ail material respects, the financial position of the
Company as at December 31, 2021, and its financial performance and its cash flows for the year then ended in accordance
with International Financial Reporting Standards {IFRS}.

Basis for Opinion

We conducted our audit in accordance with Internatignal-Standards or-Auditing\(IS4s). Our responsibilities under those
standards are further described in the Auditors’ Responsibifities for the Audit of the Financiol Statements section of our report.
We are independent of the Company in accordante withthe internationalEthics Standards Board for Accountants Code of
Ethics for Professional Accountants ({ESBA Code)together with the otherethical requirements that are relevant to our audit
of the Company’s financial statements in the Kingdom of Bahraing and we have fuifilled our other ethical responsibilities in
accordance with these requirements and the IESBA Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our epinion,

Other information

The Board of Directors is responsible for theother information. The other information comprises the Chairman’s report which
we obtained prior to the date of this auditors”report. The other information does not include the financial statements and

our auditors’ report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of assurance or
conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in
the audit, or otherwise appears to be materially misstated.

If, based on the work we have performed on the other information that we obtained prior to the date of this auditors’ report,
we conclude that there is a material misstatement of this other information, we are required to report that fact. We have nothing
to report in this regard.

Responsibilities of the Board of Directors for the financial statements

The Board of Directors is responsible for the preparation and fair presentation of the financial statements in accordance with
IFRS, and for such internal control as the Board of Directors determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Board of Directors is responsible for assessing the Company’s ability to continue as
a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless the Board of Directors either intends to liquidate the Company or to cease operations, or has no realistic alternative
but to do so.
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INDEPENDENT AUDITORS’ REPORT (CONTINUED)

Auditor’s responsibilities for the audit of the financiol statements

Our objectives are to abtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable assurance
is @ high level of assurance, but is not a guarantee that an audit conducted in accordance with 1SAs will always detect a material
misstatement when it exists. Misstaternents can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.

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

= Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and
perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

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

® Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by the Board of Directors.

® Conclude on the appropriateness of the Board of Directors’ use 6f the going concern basis of accounting and based on the
audit evidence obtained, whether a material uncertainty exists related torevents or conditions that may cast significant doubt
on the Company’s ability to continue as a going contern [fwe conclude that 2 material-dncertainty exists, we are required to
draw attention in our auditors’ report to the reldted-disclosures in(the’ firfancial statements or, if such disclosures are
inadequate, to madify our opinion. Our conclusionsare based on the auditievidence obtained up to the date of our auditors’
report. However, future events or conditions may causethe Company fo'cease to continue as a going concern.

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

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

Report on other legal and regulatory requirements

1) As required by the Bahrain Cormercial Companies Law of 2001 {and subsequent amendments), we report that:
a} the Company has maintained proper accounting records and the financial statements are in agreement therewith;
b) the financial information contained in the Chairman’s Report is consistent with the financial statements;
¢} Nothing has come to our attention which causes us to believe that the Company has, during the year, breached any
of the applicable provisions of the Commercial Companies Law, or the terms of its Articles of Association that would
have a material adverse effect on its business or its financial position at December 31, 2021; and
d} satisfactory explanations and information have been provided to us by the Board in response to all our requests.

2} As required by the Ministry of Industry, Commerce and Tourism in their letter dated January 30, 2020 in respect of the
requirements of Article 8 of Section 2 of Chapter 1 of the Corporate Governance Code, we report that the Company has:
a} a corporate governance officer; and
b} a Board approved written guidance and procedures for corporate governance.

M & B’W'/" ,
DELOITTE & TOUCHE — MIDDLE EAST

Partner Registration No. 157
Manama, Kingdom of Bahrain

March 27, 2022



STATEMENT OF FINANCIAL POSITION
AS AT DECEMBER 31. 2021

December 31, December 31,
Note 2021 2020
UsD ‘000 USD ‘000

ASSETS
Property, plant and equipment 5 709,025 761,509
Advance payments for long term parts and repairs 30,634 13,646
Total non-current assets 739,659 775,155
Inventories 6 24,161 26,553
Receivables 7 46,386 191,154
Other assets 8 3,521 4,793
Cash and bank balances 9 40,593 25,194
Total current assets 114,661 247,694
Total assets 854,320 1,022,849
EQUITY AND LIABILITIES
Equity
Share capital 1 140,663 140,663
Statutory reserve 10 39,606 34,823
Cash flow hedge reserve (42,365) (69,135)
Retained earnings 189,730 146,687
Total equity 327,634 253,038
Liabilities
Bank borrowings 12 341,089 409,723
Derivative financial instruments 21 24,439 48,388
Deferred revenue 18,068 21,805
Provision for dismantling cost 14 34,172 38,364
Provision for employees’ end-of-service benefits 11 1,359 1,201
Total non-current liabilities 419,127 519,481
Bank borrowings 12 52,629 48,434
Derivative financial instruments 21 17,926 20,747
Deferred revenue 3,737 3,737
Other liabilities 13 33,267 177,412
Total current liabilities 107,559 250,330
Total liabilities 526,686 769,811
Total equity and liabilities 854,320 1,022,848

The financial statements consisting of pages 5 to 34 were approved by the Board of Directors on February
10, 2022. ]

fw

And(a in.Bi ul Ajib Frederic Michel Nicolas Claux Nj iet Cornelis
Chairman Director Executive Managing Director

The attached notes form an integral part of these financial statements
5



STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

YEAR ENDED DECEMBER 31, 2021

Revenue

Cost of revenue

Gross profit

General and administration expenses
Other income

Operating profit

Finance income

Finance expense

Net finance expense

Profit for the year

Other comprehensive income

Items that are or may be reclassified to profit or loss:

Effective portion of changes in fair value of cash flow
hedges

Net changes in fair value of cash flow hedges transferred
to profit or loss

Net changes in fair value of cash flow hedges transferred
to carrying amount of a non-financial asset

Total other comprehensive income of the year

Total profit and other comprehensive iricome for the
year

Note

15
16

17

18
18

18

December 31, December 31,
2021 2020
USD ‘000 USD ‘000
455,933 464,585
(379,878) (383,114)
76,055 81,471
(7,194) (7,255)
6,317 232
75,178 74,448
14 202
(27,366) (31,492)
(27,352) (31,290)
47,826 43,158
6,023 (19,246)
19,144 13,949
1603 2,242
26,770 (3,055)
74,596 40,103

v

Wib Frederic Michel Nicolas Claux
Chairma Director

lko Piet Cornelis

Executwe Managing Director

The attached notes form an integral part of these financial statements



HIDD POWER COMPANY B.S.C.(C)

STATEMENT OF CHANGES IN EQUITY

YEAR ENDED DECEMBER 31, 2021

Balance at January 1, 2020

Profit for the year

Other comprehensive income:

Effective portion of changes in fair value of cash flow hedges

Net changes in fair value of cash flow hedges transferred to profit or
loss (note 18)

Net changes in fair value of cash flow hedges transferred to the
carrying amount of a non-financial asset

Total comprehensive income for the year

Transfer to statutory reserve

Balance at December 31, 2020

Profit for the year

Other comprehensive income:

Effective portion of changes in fair value of cash flow hedges

Net changes in fair value of cash flow hedges transferred to profit or
loss (note 18)

Net changes in fair value of cash flow hedges transferred to\ the
carrying amount of a non-financial asset

Total comprehensive income for the year

Transfer to statutory reserve

Balance at December 31, 2021

Statutory Cash flow Retained
Share capital reserve hedge reserve earnings Total
USD ‘000 USD ‘000 USD ‘000 UsD ‘000 USD ‘000

140,663 30,507 (66,080) 107,845 212,935

- - - 43,158 43,158

- - (19,246) - (19,246)

- - 13,949 - 13,949

$ Z 2,242 - 2,242

- - (3,055) 43,158 40,103

- 4,316 - (4,316) -

140,663 34,823 (69,135) 146,687 253,038
47,826 47,826

- - 6,023 - 6,023

- - 19,144 - 19,144

- - 1,603 - 1,603

- - 26,770 47,826 74,596

- 4,783 - (4,783) -

140,663 39,606 (42,365) 189,730 327,634

The attached notes form an integral part of these financial statements



HIDD POWER COMPANY B.S.C.(C)

STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2021

CASH FLOW FROM OPERATING ACTIVITIES
Profit for the year
Adjustments for:
Depreciation
Net movement of obsolete inventory
Impairment allowance on trade receivables
Amortisation of upfront fee
Amortisation of TDS settlement
Provision for employees’ end of service benefits
Gain on disposal of property, plant and equipment
Proceeds from Insurance claim
Finance cost, net
Deferred revenue
Unwinding of discount on provision for dismantling cost
Operating profit before changes in working capital
Changes in working capital:
Decrease / (increase) in inventories
Decrease / (increase) in receivables
Decrease / (increase) in other assets
(Increase) in advance payments for long term parts and
repairs
(Decrease) / increase in other liabilities
Cash generated from operations
Payment of employees’ end of service’benefits
Net cash generated from operating activities

CASH FLOW FROM INVESTING'ACTIVITIES

Increase in fixed deposits

Acquisition of property, plant and equipment

Net movement in capital work in progress and capital
spares

Proceeds from Insurance claim

Proceeds from disposal of property, plant and equipment
Net cash used in investing activities

CASH FLOW FROM FINANCING ACTIVITIES
Repayment of bank borrowings

Finance cost, net

Net cash used in financing activities

Net (decrease) / increase 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 attached notes form an integral part of these financial statements

Note

18

11

14

11

12

December 31,

December 31,

2021 2020
47,826 43,158
59,617 53,177

677 881
836 1,225

382 421
221 221
233 207

) (220)
(6,137) -
24,416 27,924
(3,737) (3,747)
2,236 2,510
126,567 125,757
1,714 (1,916)
143,932 (117,575)
1,052 (494)
(16,988) (16,692)
(143,529) 110,464
112,748 99,544
(75) (50)

112,673 99,494
(22,504) -
(12,647) (7,039)

(914) (1,956)
6,137 -
3 220

(29,925) (8,775)
(64,821) (58,209)
(25,032) (28,367)
(89,853) (86,576)

(7,105) 4,143
25,194 21,051
18,089 25,194




HIDD POWER COMPANY B.S.C.(C)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021

1. STATUS AND ACTIVITIES

Hidd Power Company BSC (c) (the “Company”) is a closed Joint Stock Company incorporated in the
Kingdom of Bahrain on January 21, 2006 under commercial registration (CR) number 59322 issued by the
Ministry of Industry, Commerce, and Tourism.

The Company has an authorised share capital of USD 150,000,000, comprising 30,000,000 shares of USD
5 each and issued and paid up share capital of USD 140,663,100 divided into 28,132,620 shares of USD
5 each held as follows:

Name of the Shareholder Number of shares
Malakoff Summit Hidd Holding Company Limited 19,692,834
Kahrabel FZE 8,439,786

The Company commenced operations on January 22, 2006, upon entering into an Asset Transfer
Agreement (the “agreement”) with the Ministry of Finance of the Government of Bahrain (“MoF”) and the
Electricity and Water Authority of the Government of Bahrain (“EWA”), to buy the Al Hidd Power Plant
(“power plant”) and related inventories, and operates the power plant.on a build, own, operate basis.

The Company also entered into a power and water purchase agreement (“PWRA”) with the EWA to sell all
the output of the power plant to the EWA for a period of 20-years from the Secheduled commercial operation
date — May 18, 2008. Subsequent to that, the.Company.also concluded the following agreements relating
to the power plant:

e Land Rights Agreement with the MoF

e Natural Gas Agreement with-Tatweer.\Petroledm (previously with Bahrain Petroleum Company
(“BAPCOQO”))

Subsequent to the commencement of its\operations, the Company carried out construction of the Phase
Il project, a water distillation plantzas-per the pre-requisite of the PWPA. This project was completed on
achievement of Commercial Operations Date (“COD”) as on May 18, 2008.

2. BASIS OF PREPARATION

Statement of compliance

The financial statements are for the year ended December 31, 2021 and have been prepared in
accordance with International Financial Reporting Standards (‘IFRS’) and the requirements of Bahrain
Commercial Companies Law 2001.

Basis of measurement
The financial statements have been prepared on the historical cost convention except for the measurement
at fair value of derivative financial instruments.

Functional and presentation currency

Items included in the financial statements of the Company are measured using the currency of the
primary economic environment in which the entity operates (‘the functional currency’). The functional
currency of the Company is Bahraini Dinars (‘BHD’) and the financial statements are presented in United
States Dollar (‘USD’). The translation difference between the functional currency and the presentation
currency is insignificant. All financial information presented in USD has been rounded off to the nearest
thousand.



HIDD POWER COMPANY B.S.C.(C)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021

Use of estimates and judgements

The preparation of financial statements in conformity with IFRS requires management to make
judgements, estimates and assumptions that affect the application of policies and reported amounts of
assets, liabilities, income and expenses. The estimates and associated assumptions are based on
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 amounts of assets and liabilities that are not
readily apparent from other sources.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is 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.

Judgements made by management in the application of IFRS that have a significant effect on the
financial statements and in arriving at estimates with a significant risk of material adjustment in the
following period include the estimate of total revenue over the lease period (note 4), fair value of
derivative financial instruments (note 21), useful lives of property, plant and equipment (note 4),
impairment of non-financial assets (note 4), net cost of dismantling (note 14) and amortisation of costs
incurred under the Long Term Parts & Repairs Agreements (LTPRA). (note 4).

Going concern

Management has assessed the Company’s ability.to continue as'a going concern and is satisfied that
the Company has the resources to contindein> business for(the foreseeable future. Furthermore, the
Board of Directors of the Company is not aware, ofsany.material uncertainties that may cast significant
doubt upon the Company’s ability to(continue-as a.going concern. Therefore, the financial statements
continue to be prepared on the going concern basis.

3. ADOPTION OF NEW AND REVISED SIFANDARDS (IFRSSs)
3.1 New and revised Standards-dpplied with no material impact on the financial statements

In the current year, the Company has applied the below amendments to IFRS Standards and
Interpretations issued by the Board that are effective for an annual period that begins on or after January
01, 2021. Their adoption has not had any material impact on the disclosures or on the amounts reported
in these financial statements.

e Phase 2 amendments to Interest Rate Benchmark Reform in IFRS 9, IFRS 7, IAS 39, IFRS 4 and
IFRS 16: These amendments enables the Company to reflect the effects of transitioning from
interbank offered rates (IBOR) to alternative benchmark interest rates (also referred to as ‘risk free
rates’ or RFRs) without giving rise to accounting impacts that would not provide useful information
to users of financial statements.

e Amendments to IFRS 16 Leases relating to COVID-19-Related Rent Concessions beyond 30 June
2021:

In the previous year, amendment to IFRS 16 provided practical relief to lessees in accounting for
rent concessions occurring as a direct consequence of COVID-19, by introducing a practical
expedient to IFRS 16. This practical expedient was available to rent concessions for which any
reduction in lease payments affected payments originally due on or before 30 June 2021.

10



HIDD POWER COMPANY B.S.C.(C)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021

In March 2021, the Board issued Covid-19-Related Rent Concessions beyond 30 June 2021
(Amendment to IFRS 16) that extends the practical expedient to apply to reduction in lease
payments originally due on or before 30 June 2022.

The practical expedient permits a lessee to elect not to assess whether a COVID-19-related rent
concession is a lease modification. A lessee that makes this election shall account for any change
in lease payments resulting from the COVID-19-related rent concession applying IFRS 16 as if the
change were not a lease modification.

The practical expedient applies only to rent concessions occurring as a direct consequence of
COVID-19 and only if all of the following conditions are met:

v' The change in lease payments results in revised consideration for the lease that is substantially
the same as, or less than, the consideration for the lease immediately preceding the change

v" Any reduction in lease payments affects only payments originally due on or before 30 June
2022 (a rent concession meets this condition if it results in reduced lease payments on or before
30 June 2022 and increased lease payments that extend beyond 30 June 2022)

v' There is no substantive change to other terms and conditions of the lease

The application of these amendments did not have a significantimpact on the Company’s financial
statements, since there were no rent concessions:from lessors during the year.
3.2 New and revised standards issued but:not'yeteffective

At the date of authorization of these financial statements,-the Company has not applied the following
new and revised IFRS Standards that have been issued but are not yet effective:

e |FRS 17 Insurance Contracts (effective fram January 1, 2023).

¢ Amendments to IFRS 10 Consolidated Financial Statements and IAS 28 Investments in Associates
and Joint Ventures: Sale oriContribution of Assets between an Investor and its Associate or Joint
Venture (effective date not yet decided).

¢ Amendments to IAS 1 Presentation of Financial Statements: Classification of Liabilities as Current
or Non-current (effective from January 1, 2023).

e Amendments to IFRS 3 Business Combinations: Reference to the Conceptual Framework (effective
from January 1, 2022).

e Amendments to IAS 16 Property, Plant and Equipment related to proceeds before intended use
(effective from January 1, 2022).

e Amendments to IAS 37 Provisions, Contingent Liabilities and Contingent Assets related to Onerous
Contracts—Cost of Fulfilling a Contract (effective from January 1, 2022).

e Annual Improvements to IFRS Standards 2018-2020: The Annual Improvements include
amendments to IFRS 1 First-time Adoption of International Financial Reporting Standards (effective
from January 1, 2022), IFRS 9 Financial Instruments (effective from January 1, 2022), IFRS 16
Leases (effective date not yet decided) and IAS 41 Agriculture (effective from January 1, 2022).

11



HIDD POWER COMPANY B.S.C.(C)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021

¢ Amendments to IAS 1 Presentation of Financial Statements and IFRS Practice Statement 2 Making
Materiality Judgements: Related to disclosure of accounting policies (effective from January 1, 2023).

¢ Amendments to IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors: Definition
of Accounting Estimates and Errors (effective from January 1, 2023).

e Amendments to IAS 12 Income Taxes: Deferred Tax related to Assets and Liabilities arising from a
Single Transaction (effective from January 1, 2023).

The Directors do not expect that the adoption of the above Standards will have a material impact on the
Company’s financial statements in future periods.

4.  SIGNIFICANT ACCOUNTING POLICIES

The significant accounting polices applied in the preparation of these financial statements are set out
below. These accounting policies have been consistently applied by the Company and are consistent with
those used in the previous year.

Revenue recognition

The PWPA arrangement with the EWA constitutes a lgase underiFRS 16. The revenue from capacity sale
of electricity and water (lease income) is recognised onga straight line basis” over the term of the lease,
adjusted for estimated increase in the capagcity-of water’generation,"Anestimate of electricity and water
capacity required to be made available tethe EWA over the lease period as per the PWPA forms the basis
for recognising the revenue over the lease term.’Excess of.amount of revenue billed to the EWA over the
amount of revenue estimated for the reporting period is recognised as deferred revenue.

The variable charge for sale ofelectricity.and water)is recognised as income when the electricity and water
is delivered. The variable charge is arrivedsat based on the agreed tariff as per PWPA and the actual units
of electricity and water delivered during the year.

Gas consumed in operations is recovered from the EWA as part of sale of electricity and water. The actual
amount of gas recovered by the company is recognized as revenue on the basis of the computation agreed
as per the PWPA.

Interest income on deposits with banks is recognised, as finance income in the statement of profit or loss
and other comprehensive income, on a time-apportioned basis over the period of the deposit

Borrowings costs

Borrowing costs incurred for the construction of any qualifying asset are capitalised during the period of
time that is required to complete and prepare the asset for its intended use. The amount of borrowing cost
eligible for capitalisation on any qualifying asset is determined as actual borrowing cost incurred on the
borrowings during the period less any investment income on temporary investment of those borrowings.
Other borrowing costs are recognised as finance expense in the period in which they are incurred.

Property, plant and equipment

Property, plant and equipment are stated at historical cost less depreciation and allowances for
impairment, if any. Historical cost includes purchase price of the items and expenditure that is directly
attributable to the acquisition of the items except in case of production facilities, which also includes
estimated cost of dismantling accounted at amortised cost basis.

12
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to the
Company and the cost of the item or repairs can be measured reliably. All other repairs and maintenance
are charged to the statement of profit or loss and other comprehensive income during the financial period
in which they are incurred.

One of the components of subsequent costs that are capitalised includes the costs related to the Long-
Term Parts and Repairs Agreement (LTPRA) entered into by the Company with a service provider. The
costs incurred under this agreement are primarily for C-inspections (overhauling/inspection) of the gas
turbines of the Company and for the cost of parts replaced/ refurbished as result of the
overhauling/inspection of the gas turbines. The payments made under the LTPRA are initially recorded as
advance payments till the time C-inspection of a turbine is performed, upon which, average cost of C-
inspection per turbine is transferred from the advance payments to the Property, Plant and Equipment; any
shortfall in the advance payments is accrued as a liability, which represents cost of service received up to
the date of C-inspection.

The cost of C-inspection capitalised as part of the cost of plant is depreciated over a period up to the next
C-inspection of the gas turbine i.e. over 4 to 5 years.

The average cost of C-inspection per turbine is estimated:by the mahagement by estimating the total cost
under LTPRA that includes lump-sum charges paid at\the onsetof the agreement and variable charges,
which will be paid over the life of the LTPRA, based on the Estimated:©perating Hours (EOH) of the
turbines over the life of the LTPRA. Under the LTPRA| the Company transferred certain parts to the service
provider. The book value of those parts onithe date of such transferthas been considered as a component
of the total cost of LTPRA. This total €ost is spread.overthe total number of C-inspections agreed to be
carried out under the LTPRA.

Government grant

Government grants that are receivable as compensation for expenses or losses already incurred or for the
purpose of giving immediate financial support'to the Company with no future related costs are recognised
in profit or loss in the period in which'they become receivable.

Depreciation
Depreciation is calculated on a straight-line basis to allocate the cost of property, plant and equipment to
their residual values over their estimated useful lives, as follows:

Asset category Estimated useful lives of the assets

Production facilities:

Plant acquired from EWA as per the PWPA 382 months

Plant constructed (Phase III) 360 months

C-inspection (under LTPRA) 48 to 60 months
Building and building improvements 240 to 382 months
Other assets:

Furniture, fixtures and office equipment’s 12 to 60 months

Information technology assets 36 months

13
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021

All depreciation is charged to the statement of profit or loss and other comprehensive income. The total
amount of depreciation is classified into cost of revenue and general and administration expenses based
on the use of the related property, plant and equipment’s for operational and administrative purposes,
respectively. Capital spares are depreciated only when they are in use. Critical spares include major
items and parts critical to be kept on hand to ensure uninterrupted operations, and are depreciated with
a useful life of 8 years (till the end of PWPA).

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting
date.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are
included in the statement of profit or loss and other comprehensive income.

Capital work in progress is carried at an amount, which represents the value of the work completed as at
the reporting date.

Provision for dismantling cost

Provision for dismantling cost represents present value of the best estimate of the expenditure to be
incurred to settle obligation under the land right agreement. The provision is recognized on amortised cost
basis.

Impairment of non-financial assets

The carrying amounts of the Company’s non-financial-assets) other\than inventories are reviewed at
each reporting date to determine whether there;is any.indication of impairment. If any such indication
exists, then the asset’s recoverable amount is.-estimated.

The recoverable amount of an assetis.the greaterofits value in use and its fair value less costs to sell.
In assessing value in use, the-estimateduture cash flows are discounted to their present value using a
discount rate that reflects current market assessments of the time value of money and the risks specific
to the asset.

An impairment loss is recognised if'the carrying amount of an asset exceeds its estimated recoverable
amount. Impairment losses are recognised in profit or loss.

Impairment losses recognised in prior periods are assessed at each reporting date for any indications
that the loss has decreased or no longer exists. An impairment loss is reversed if there has been a
change in the estimates used to determine the recoverable amount. An impairment loss is reversed only
to the extent that the asset’s carrying amount does not exceed the carrying amount that would have
been determined, net of depreciation or amortisation, if no impairment loss had been recognised.

Inventories

Inventories are stated at the lower of cost and net realisable value. The cost of inventories is based on the
weighted average principle, and includes expenditures incurred in acquiring the inventories and bringing
them to their existing location and condition. Replacement price of inventory less estimated cost for
disposal is estimated net realisable value of inventory.

Receivables

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost less
provision for impairment.

14
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and balance with banks that are on demand.

Other liabilities
Other liabilities include liabilities that are recognised for amounts to be paid in the future for goods or
services received, whether billed by the supplier or not.

Provision
Provisions are recognized when the Company has an obligation (legal or constructive) arising from a past
event, and the cost to settle the obligations are both probable and able to be reasonably measured.

Employees’ end of service benefits

Pensions and other social benefits for Bahraini employees are covered by the General Organisation for
Social Insurance scheme, which is a defined contribution scheme under IAS 19 — Employee Benefits, to
which employees and employers contribute monthly on a fixed-percentage-of-salaries basis.

Expatriate employees are entitled to leaving indemnities payable under the Bahrain Labour Law 2012,
based on length of service and final salary and other allowances paid. Provision for this unfunded
commitment, which represents a defined benefit scheme under 1AS.19 — Employee Benefits, has been
made by calculating the notional liability had all employeés left at'the reporting date.

Foreign currency transactions

Items included in the financial statements ofithe Company are: measured using the currency of the primary
economic environment in which the entity operates (‘the_functional‘currency’). The functional currency of
the Company is Bahraini Dinars and the financial'statements are presented in United States Dollar (‘USD’).
The translation difference between the functional-currency and the presentation currency is insignificant.

Transactions in foreign currencies.are translated'to)USD at the foreign exchange rate prevailing at the date
of the transactions. Monetary assets and liabilities denominated in foreign currencies at the reporting date
are translated into USD at the foreign exchange rate prevailing at that date.

Foreign exchange differences resditing from the settlement of such foreign currency transactions and from
the translation of monetary and non-monetary assets and liabilities denominated in foreign currencies at
year end exchange rates are recognised in the statement of profit or loss and other comprehensive income.

Financial instruments
0) Recognition and initial instruments

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through profit or loss) are added to or deducted from
the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial assets and financial liabilities at fair
value through profit or loss are recognized immediately in profit or loss.

Trade receivables and debt securities are initially recognised when they are originated. All other financial

assets and financial liabilities are initially recognised when the Company becomes a party to the
contractual provisions of the instrument.

15



HIDD POWER COMPANY B.S.C.(C)

NOTES TO THE FINANCIAL STATEMENTS
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(i)  Classification and subsequent measurement

Financial assets

On initial recognition, a financial asset is classified as measured at amortised cost; FVOCI or FVPL.
Financial assets are not reclassified subsequent to their initial recognition unless the Company changes
its business model for managing financial assets, in which case all affected financial assets are
reclassified on the first day of the first reporting period following the change in the business model.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not
designated as at FVTPL:
e it is held within a business model whose objective is to hold assets to collect contractual cash
flows; and
e jts contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

All financial assets not classified as measured at amortised cost or FVOCI are measured at FVTPL.

Financial assets at amortised cost

These assets are subsequently measured at amortised cost using the effective interest method. The
amortised cost is reduced by impairment losses. Interestincome,-foreign exchange gains and losses
and impairment are recognised in profit or loss. Any:gain or.losson derecagnition is recognised in the
profit or loss.

Financial liabilities
Financial liabilities are classified as meastired at:amortised’cost or FVTPL. A financial liability is
classified as at FVTPL if it is classified-as held-for-trading,it is a derivative or it is designated as such
on initial recognition.

Financial liabilities at FVTPL are measured at fair value and net gains and losses, including any
interest expense, are recognised in_profit.or loss. Other financial liabilities are subsequently measured
at amortised cost using the effectivesinterest method. Interest expense and foreign exchange gains
and losses are recognised in profit or loss. Any gain or loss on derecognition is also recognised in
profit or loss.

Refer note 21 for financial liabilities designated as hedging instruments.
(i)  Derecognition

Financial assets

The Company derecognises a financial asset when the contractual rights to the cash flows from the
financial asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in
which substantially all of the risks and rewards of ownership of the financial asset are transferred or in
which the Company neither transfers nor retains substantially all of the risks and rewards of ownership
and it does not retain control of the financial asset.

The Company enters into transactions whereby it transfers assets recognised in its statement of financial

position, but retains either all or substantially all of the risks and rewards of the transferred assets. In
these cases, the transferred assets are not derecognised.
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Financial liabilities

The Company derecognises a financial liability when its contractual obligations are discharged or
cancelled, or expire. The Company also derecognises a financial liability when its terms are modified
and the cash flows of the modified liability are substantially different, in which case a new financial liability
based on the modified terms is recognised at fair value.

On derecognition of a financial liability, the difference between the carrying amount extinguished and
the consideration paid (including any non-cash assets transferred or liabilities assumed) is recognised
in profit or loss.

(iv)  Offsetting

Financial assets and financial liabilities are offset, and the net amount presented in the statement of
financial position when, and only when, the Company currently has a legally enforceable right to set off
the amounts and it intends either to settle them on a net basis or to realise the asset and settle the
liability simultaneously.

(v)  Derivative financial instruments and hedging activities

Derivative financial instruments are contracts, the value of which is derived from one or more underlying
financial instruments and include interest rate swaps and currency forward contracts. These are held to
hedge the Company’s foreign currency and interest rate'risk expasures.

The derivative financial instruments are recognised’in the, statement of financial position at fair value,
attributable transaction costs are recognisethifprofit.ordoss-as)incurred.

On initial designation of the hedge,(the Company. formally*decuments the relationship between the
hedging instrument and hedged item/ ineluding-theirisk®management objectives and strategy in
undertaking the hedge transaction; ‘together: with~the methods that will be used to assess the
effectiveness of the hedging relationship! The-Company makes an assessment, both at the inception of
the hedge relationship as well as on an ongoing basis, whether the hedging instruments are expected
to be “highly effective” in offsetting the changes in the fair value or cash flows of the respective hedged
items during the period for which the hedge is designated. For a cash flow hedge of a forecast
transaction, the transaction shodld be highly probable to occur and should present an exposure to
variations in cash flows that could ultimately affect reported net income.

Subsequent to initial recognition, derivatives are measured at fair value, and changes therein are
accounted for as described below. Fair values are estimated based on the prevailing market rates of
interest and related foreign currency exchange rates. Changes in the fair value of the derivative financial
instruments that are designated and qualify as cash flow hedges and that prove to be highly effective in
relation to the hedged risk are recognised in other comprehensive income and presented in a hedge
reserve as a separate component of equity. The corresponding effect of the unrealised gains or losses
recognised in other comprehensive income is recognised as other assets or other liabilities in the
statement of financial position. The effective portion of the gain or loss on derivative instruments
recognised in other comprehensive income is removed and included in profit or loss in the same period
as the hedged cash flows affect profit or loss under the same line item in the statement of profit or loss
and other comprehensive income as the hedged item. Any gains or losses arising from changes in fair
value on derivative instruments that do not qualify for hedge accounting or are determined to be
ineffective are recognised directly in the profit or loss.

If the hedging instrument no longer meets the criteria for hedge accounting, expires or is sold,

terminated, exercised, or the designation is revoked, then hedge accounting is discontinued
prospectively. The cumulative gain or loss previously recognised in other comprehensive income and
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presented in the hedging reserve in equity remains there until the forecast transaction affects profit or
loss. When the hedged item is a non-financial asset, the amount recognised in other comprehensive
income is transferred to the carrying amount of the asset when the asset is recognised. If the forecast
transaction is no longer expected to occur, then the balance in other comprehensive income is
recognised immediately in profit or loss.

(vi) Impairment
The Company recognises loss allowances for expected credit losses (ECLs) on financial assets
measured at amortised cost.

The Company measures loss allowances at an amount equal to lifetime ECLs, except for bank balances
for which credit risk (i.e. the risk of default occurring over the expected life of the financial instrument)
has not increased significantly since initial recognition.

Loss allowances for trade receivables are always measured at an amount equal to lifetime ECLs.When
determining whether the credit risk of a financial asset has increased significantly since initial recognition
when estimating ECLs, the Company considers reasonable and supportable information that is relevant
and available without undue cost or effort. This includes both quantitative and qualitative information
and analysis, based on the Company'’s historical experience and informed credit assessment including
forward-looking information. The Company assumes that the credit risk on a financial asset has
increased significantly if it is more than 30 days past due.

Measurement of ECLs

ECLs are a probability-weighted estimate of.credit losses. Credit losses are measured as the present
value of all cash shortfalls (i.e. the difference between.the-cash flows due to the entity in accordance
with the contract and the cash flows that'the:Company: expects-to receive).

Presentation of allowance for ECL imthe statement of,financial position
Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying
amount of the assets.

Write-off

The gross carrying amount of & financial asset is written off when the Company has no reasonable
expectations of recovering a financial asset in its entirety or a portion thereof.
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5. PROPERTY, PLANT AND EQUIPMENT

Capital Capital
Production Building and Other work in spares /
facilities improvements assets progress critical spares Total

USD (‘000) USD (‘000) USD (‘000) USD (‘000) USD (‘000) USD (‘000)
Cost
At January 1, 2020 1,389,660 32,117 5,794 1,099 2,777 1,431,447
Additions 22,359 - 249 1,290 97 23,995
Disposals (140) - - - - (140)
Transfers 892 - 103 (739) 313 569
Write-off - - - - (225) (225)
At December 31, 2020 1,412,771 32,117 6,146 1,650 2,962 1,455,646
Additions 12,228 - 419 1,015 88 13,750
Disposals (5,394) - - - - (5,394)
Change in provision
for dismantling cost (6,428) (6,428)
Transfers 1,495 - 30 (1,526) (188) (189)
At December 31, 2021 1,414,672 32,117 6,595 1,139 2,862 1,457,385
Depreciation
At January 1, 2020 623,834 12,708 4,558 - - 641,100
Charge for the year 51,734 925 318 - 200 53,177
Disposals (140) 5 - - - (140)
At December 31, 2020 675,428 13,633 4,876 - 200 694,137
Charge for the year 58,176 919 333 - 189 59,617
Disposals (5,394) - - - - (5,394)
At December 31, 2021 728,210 14,552 5,209 - 389 748,360
Carrying value
At December 31, 2021 686,462 17,565 1,386 1,139 2,473 709,025
At December 31, 2020 737,343 18,484 1,270 1,650 2,762 761,509

a. Capital work in progress primarily represents expenditure incurred on GT 11 SFC upgrade, Water
pump overhaul, MED Fapmo pumps and other maintenance capex.

b. Capital spares represents items that are identified by the management to a specific item of property,
plant and equipment and are intended for replacement at scheduled intervals based on anticipated
life cycle. These capital spares have not been put to use as at December 31, 2021 and 2020. Critical
spares include major items and parts critical to be kept on hand to ensure uninterrupted operations of
the equipment.

c. Thedepreciation charge has been allocated in the statement of profit or loss and other comprehensive
income as follows:

December 31, December 31,
2021 2020
USD (‘000) USD (‘000)
Cost of revenue (note 16) 59,116 52,680
General and administration expenses (note 17) 501 497
59,617 53,177

d. As at December 31, 2021 and 2020, all of the above assets were subject to a floating charge that
forms security for bank borrowings (note 12).
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6. INVENTORIES

Spare parts
Chemicals

Less: Provision for obsolete spares

7. RECEIVABLES

Trade receivables (due from EWA)
Less: Provision for impairment

Due from related parties (note 20)

December 31,

December 31,

2021 2020
USD (“000) USD (‘000)
24,405 26,286
605 902
25,010 27,188
(849) (635)
24,161 26,553

December 31,

December 31,

2021 2020
USD (‘000) USD ('000)
63,896 207,869
(17,612) (16,776)
46,284 191,093
102 61
16,386 191,154

Trade receivables (due from EWA) relate)to saleof electricity-and, water and are due within 45 days from
the date of invoice. The Company’s exposutes to credit and currency risk related to trade receivables are

disclosed in note 22.

Neither past

Past due but not impaired

Less than
Total 90 days 90-120 days
USD (‘000) USD (‘000) USD (‘000)
December 31, 2021 46,284 46,284 -
December 31, 2020 191,093 77,508 87,099 26,486

Movement in allowance for receivables:

Balance beginning of year
Additions
Balance end of year

20

December 31,

December 31,

2021 2020
USD (‘000) USD (‘000)
16,776 15,551
836 1,225
17,612 16,776
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8. OTHER ASSETS

December 31, December 31,
2021 2020
USD (‘000) USD (‘000)
Prepayments and other assets 2,723 2,572
Advance to suppliers 798 2,221
3,521 4,793

Prepayments and other assets include an amount of USD 1,288 thousand (December 31, 2020: USD
1,508 thousand) which represents un-amortised portion of payment of USD 4,139 thousand to EWA in
relation to certain commitments of the Company. The benefit of this payment is estimated to accrue over
a period of remaining life of the PWPA.

9. CASH AND CASH EQUIVALENTS

December 31, December 31,
2021 2020
USD (‘000) USD (‘000)

Bank balances 18,086 25,185
Fixed deposits with original maturity exceeding-3 months 22,504 -
Cash on hand 3 9
Cash and bank balances 40,593 25,194
Less: Fixed deposits with original maturity:exceeding' 3
months (22,504) -
Cash and cash equivalents 18,089 25,194

Expected credit losses on balances with banks'is not considered material due to short term to expected
maturity.

10. STATUTORY RESERVE

As required by Bahrain Commercial Companies’ Law 2001, a minimum of 10% of the net profit should be
transferred to a statutory reserve each year until this reserve is equal to 50% of the paid-up share capital.
The reserve is not available for distribution except in the circumstances stipulated in the above law. The
Company has transferred USD 4,783 thousand to the statutory reserve for the year ended December 31,
2021 (2020: USD 4,316 thousand).

11. PROVISION FOR EMPLOYEES’ END-OF-SERVICE BENEFITS

December 31, December 31,
2021 2020
USD (‘000) USD (‘000)
Balance at the beginning of year 1,201 1,044
Charge for the year 233 207
Payments (75) (50)
Balance at the end of year 1,359 1,201
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12. BANK BORROWINGS

December 31, December 31,
2021 2020
USD (‘000) USD (‘000)
Secured bank loans 394,890 459,711
Less: Transaction costs (1,172) (1,554)
393,718 458,157
Classified as:
Non-current liabilities 341,089 409,723
Current liabilities 52,629 48,434
393,718 458,157

The above borrowings represent the amounts drawn by the Company under various floating rate loan
facilities obtained from a syndicate of banks, which are outstanding as at December 31, 2021. The facilities
have been obtained by the Company for payment of the purchase consideration to EWA, Phase llI
construction activities and for working capital.

The borrowings are secured by floating charge over the assets.ofthe-Company. As at December 31, 2021,
the ultimate shareholders of the Company had placed.a letter.of credit in favour of the lenders. The value
of the letter of credit was equivalent to the next'debt'service payrment dueon April 30, 2022.

Since the borrowings are denominatediin USD, the . Company;does not have any significant foreign
currency risk. For information on interest rate risk and\liquidity risk, refer note 22.

Significant terms and conditions.of cutstanding loansWwere as follows:

December 31, 2021 December 31, 2020
Nominal Year of Original Carrying Original Carrying
Currency interéstrate maturity  amount amount amount amount

USD (‘000) USD (‘000) USD (‘000) USD (‘000)

Senior debt usbD LIBOR+0.55 2026 592,944 208,479 592,944 247,673
Commercial
debt USD LIBOR+1.40 2026 401,122 186,411 401,122 212,038

The following is the reconciliation between the opening and closing balances for bank borrowings arising
from financing activities:

2021 2020
USD (‘000) USD (‘000)
At January 1 459,711 517,920
Repayment of bank borrowings* (64,821) (58,209)
At December 31 394,890 459,711

*Includes partial repayments against bullet amount payable towards the Commercial loan at the end of
the term for both the years.
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13. OTHER LIABILITIES

December 31, December 31,

2021 2020
USD (‘000) USD (‘000)
Trade payables 1,028 139,351
Accrued interest 3,875 4,491
VAT payable - -
Other accrued expenses 28,364 33,570
33,267 177,412

14. PROVISION FOR DISMANTLING COST

A provision is made in respect of the Company’s obligation, as per the Land Rights Agreement with the
MoF (the “agreement”), to dismantle the power plant on completion of the term of the agreement, which is
30 years from the Scheduled Commercial Operation Date.

Due to long-term nature of the liability, there is a significant uncertainty in estimating the provision for the
costs that will be incurred. The Company had estimated these costs, assuming that the land will be restored
using the technology and materials that are available currently (current.cost), adjusted with an inflation rate
estimated over remaining years. The current cost of _dismantling'was carried. at its present value as at
December 31, 2021 using a discount rate of 7% (2020:7%).

During the year, the Company carried out a-eassessment af this_prowvision, which included hiring a third
party consultant to review the current estimate.of;costs. This resulted into revision of the current estimate
of the dismantling cost liability, to refléctthe_current. market assessments of the time value of money and
the risks specific to the liability. The revision ofdismantling cost was determined by the third party
consultant based on budgetary quetes from conttactors, bill of quantity estimation based on plant
documentation, estimate of similar~equipment's /based on consultants knowhow and engineering
judgement. Due to the revision ofthe current costs;the estimate of provision for dismantling cost decreased
by USD 6,428 thousand. As required by. IAS 37 Provisions, Contingent Liabilities and Contingent Assets,
the decrease in the estimate of pravision for dismantling cost has been recognized by decreasing the
existing provision for dismantling: cost-with the corresponding impact recognized in the carrying value of
plant, which is a component of property, plant and equipment. The decrease in the provision for dismantling
cost will result in changes in the unwinding of discount on provision for dismantling costs and the
depreciation value over the remaining useful life of plant.

The effect of changes in depreciation expense and unwind of discount on provision for dismantling costs
in the current and future years is as follows:

2021 2022 2023 Later

USD (‘000) USD (‘000) USD (‘000) USD (‘000)
Depreciation (385) (385) (385) (5,273)
Unwinding of discount (450) (481) (515) (12,115)

Movement during the year:
2021 2020
USD (‘000) USD (‘000)

Balance at January 1 38,364 35,854
Unwinding of discount on provision for dismantling cost 2,236 2,510
Reduction in provision due to change in estimate (Note 5) (6,428) -
Balance at December 31 34,172 38,364
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15. REVENUE
December 31, December 31,
2021 2020
USD (‘000) USD (‘000)

Capacity charge:
Power 44,257 44,521
Water 81,613 83,163
Add: Deferred revenue 3,737 3,747
129,607 131,431

Variable charge:
Power 10,183 9,864
Water 4,844 5,131
15,027 14,995
Recovery of gas consumed 311,299 318,159
455,933 464,585

Capacity charge represents the revenue from capacity sale of electricity and water and is recognised on a
straight-line basis over the term of the PWPA, adjusted for estimated increase in the capacity of water
generation. An estimate of electricity and water capacity«required fo. e made available to the EWA over
the PWPA period forms the basis for recognising the capacity'charge revenueover the PWPA term.

The variable charge represents revenue from Sale” of.electricity-and water-and is arrived at based on the
agreed tariff as per PWPA and the actual.units of electricity and water'delivered during the year.

The cost of gas consumed in operations is.fecovered fron’ the EWA as part of sale of electricity and water
and is based on the computation agreed:as perithe RWPA.

16. COST OF REVENUE

December 31, December 31,

2021 2020

USD (‘000) USD (‘000)

Gas consumed 303,258 313,338
Depreciation (note 5) 59,116 52,680
Staff costs (a) 6,172 6,272
Production and maintenance costs 11,332 10,824
379,878 383,114

a) Staff costs are presented net of government grant provided by the Government of the Kingdom of
Bahrain to lessen the impact of effect of the pandemic (note 27)
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17. GENERAL AND ADMINSTRATION EXPENSES

December 31, December 31,
2021 2020
USD (‘000) USD (‘000)

Staff costs (a) 2,147 2,130
Impairment loss on trade receivables (note 7) 836 1,225
Insurance 1,566 1,166
Communication and IT expenses 506 516
Depreciation (note 5) 501 497
Legal, professional and consultancy fees 420 388
Crisis management expenses 21 348
Security & Fire Fighting costs 391 227
Facility management expenses 183 170
Travel and transportation costs 108 153
Staff welfare expenses 150 106
Trainings and seminars 94 24
Non-recoverable VAT 23 25
Other expenses 248 280
7,194 7,255

a) Staff costs are presented net of government grant provided by the Government of the Kingdom
of Bahrain to minimize the impact.from<he pandemic (note 27).

18. FINANCE INCOME AND EXPENSES

December 31, December 31,
2021 2020
USD (‘000) USD (‘000)

Interest income 14 202

Finance income 14 202
Net changes in fair value of cash flow hedges transferred from

equity 19,144 13,949

Interest on borrowings 5,122 10,390

Interest rate swap net expense - 3,788

Unwinding of discount on provision for dismantling cost (note 14) 2,236 2,510

Amortisation of loan origination fees 382 421

Commitment fees 102 69

Interest income written off 64 -

27,050 31,127

Foreign exchange loss 316 365

Finance expense 27,366 31,492

Net finance expense 27,352 31,290
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19. COMMITMENTS

December 31, December 31,
2021 2020
USD (‘000) USD (‘000)
Long Term Parts and Repairs Agreement 38,008 57,558
38,008 57,558

20. RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability to control the other party or exercise
significant influence over the other party in making financial and operating decisions. Related parties
include entities over which the Company exercises significant influence, major shareholders, directors and
key management personnel of the Company.

The transactions and balances with the related parties (major shareholders) included in these financial
statements are as follows:

December 31, December 31,
2021 2020
USD{:600) USD (‘000)
Technical fee and other consultancy charges 334 273
Staff costs 1,070 1,055
Reimbursements (145) (114)
December 31, December 31,
2021 2020
USD (‘000) USD (‘000)
Amounts due from related parties (note 7) 102 61

The transactions and balances with the related parties (affiliates) included in these financial statements
are as follows:

December 31, December 31,
2021 2020
USD (‘000) USD (‘000)
Technical fee and other consultancy charges 205 40
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21. DERIVATIVE FINANCIAL INSTRUMENTS

The Company uses interest rate swaps and currency forward contracts as part of its interest rate and
foreign currency risk management respectively. These derivatives qualify and have been designated by
the Company as cash flow accounting hedge as per the requirements IFRS 9 Financial instruments. Fair
value of interest rate swaps agreements and currency forward contracts are estimated based on the
prevailing interest and forward rates of the related foreign currencies respectively.

The Company has entered into Interest Rate Swaps ("IRSs") transactions to hedge the interest rate
exposure of its term loans as follows:

The bank borrowings (refer to note 12) bears interest at USD-LIBOR plus applicable margins. The
Company has entered into "pay fixed, receive variable" IRS agreements with various counterparties.

The details of such agreements and contracts outstanding as at the reporting dates are provided in the
following table:

December 31, 2021 December 31, 2020
Notional Notional
amount Fair value amount Fair value

USD ('000) . USD\(000)  USD (‘000)  USD (‘000)

Interest rate swaps 352,786 (38;212) 410,243 (64,599)
Currency forward contracts 20,141 (4,153) 30,274 (4,536)
372,927 (42,365) 440,517 (69,135)

December 31, December 31,

2021 2020
USD (‘000) USD (‘000)

Non-current 24,439 48,388

Current 17,926 20,747

42,365 69,135

Effective portion 42,365 69,135

The contractual maturity analysis of the interest rate swap and currency forward contracts are included
as part of liquidity risk information in note 22.

Movement in hedging reserve and hedging liability during the year

2021 2020
USD (‘000) USD (‘000)
Balance as at January 1 (69,135) (66,080)
Net fair value loss on IRSs (a) 26,770 (3,055)
Balance as at December 31 (42,365) (69,135)
(a) Other comprehensive income 26,770 (3,055)
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22.  FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Overview

Financial instruments

Financial instruments include financial assets and financial liabilities. Financial assets of the Company
include cash and cash equivalents and trade receivables. Financial liabilities of the Company include
bank borrowings, interest rate swaps (derivative financial instruments), provision for dismantling cost,
trade payable, due to contractors and certain other current liabilities.

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

e credit risk
o liquidity risk
e market risk

This note presents information about the Company’s exposure to each of the above risks, the Company’s
objectives, policies and processes for measuring and managing risk, and the Company’s management
of capital. The note also presents certain quantitative disclosures in addition to the disclosures
throughout the financial statements.

The Board of Directors of the Company has overall responsibility/for the establishment and oversight of
the Company’s risk management framework. The Company'srisk management policies are established
to identify and analyse the risks faced by the Companyto set.appropriate-risk limits and controls, and
to monitor risks and adherence to limits. Risk.management policies and systems are reviewed regularly
to reflect changes in market conditions and'the Company's activities. The Company, through its training
and management standards and procedures;-aims!to develop a disciplined and constructive control
environment in which all employees understandtheir roles-and obligations.

Credit risk

Credit risk is the risk that counter-party to\a financial instrument will fail to discharge an obligation and
cause the Company to incur a financial 1oss. The Company is exposed to credit risk primarily on cash and
cash equivalents and receivables.

The Company limits the credit risk on bank balances by ensuring that these are maintained with banks
having high credit ratings.

Exposure to credit risk
The carrying amount of financial assets represents the maximum credit exposure. The maximum
exposure to credit risk at the reporting date was:

December 31, December 31,
2021 2020
USD (‘000) USD (‘000)
Cash and bank balances 40,593 25,194
Receivables 46,386 191,154
86,979 216,348

Trade receivables are due from EWA, which is part of the government of the Kingdom of Bahrain. The
receivables from EWA represent revenue billed based on the PWPA terms. Credit risk on cash and cash
equivalents is limited since these are maintained with bank having appropriate credit rating.
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Breakdown of receivables:

Current
Overdue

Less: Impairment loss on trade receivables (note 7 & 25)

Liquidity risk

December 31,

December 31,

2021 2020

USD (‘000) USD (‘000)
46,486 77,658
17,512 130,272
(17,612) (16,776)
46,386 191,154

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with
financial liabilities that are settled by delivering cash or another financial asset. The Company manages its
liquidity risk, by ensuring that banks and other facilities are adequate to meet its working capital

requirements.

The following are the contractual maturities of financial liabilities, including interest payments:

December 31, 2021

Non-derivative
financial liabilities
Bank borrowings
Trade payables
Capital commitments
Derivative financial
liabilities

Interest rate swaps
Currency forward
contracts

Total

December 31, 2020

Non-derivative
financial liabilities
Bank borrowings
Trade payables
Capital commitments
Derivative financial
liabilities

Interest rate swaps
Currency forward
contracts

Total

Carrying Contractual 6 months 6-12 1-2 2-5 More than
amount cash flows  orless months years years 5 years
394,890 416,893 26,692~ 31671 63,291 295,239 -
1,028 1,028 17028 - - - -
38,008 38,008 9,069 9,262 10,772 8,905 -
38,213 38,836 8,719 7,277 10,838 12,002 -
4,152 4,375 1,086 971 1,547 771 -
476,291 499,140 46,594 49,181 86,448 316,917 -
Carrying Contractual 6 months 6-12 1-2 2-5 More than
amount  cash flows  orless months years years 5 years
459,711 482,385 24,694 29,516 57,955 206,549 163,671
164,820 164,820 164,820 - - - -
57,558 57,558 9,996 6,255 18,610 22,697 -
64,599 65,035 9,955 9,227 16,979 27,900 974
4,536 4,638 788 841 1,452 1,557 -
751,224 774,436 210,253 45,839 94,996 258,703 164,645
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Market risk

Market risk is the risk that changes in market factors, such as currency 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 optimizing the return on risk.

(i) Interest rate risk

Interest rate risk is the risk that the Company’s earnings will be affected as a result of fluctuations in the
value of financial instruments due to changes in market interest rates. The Company’s interest rate risk
is limited to its interest bearing demand deposits with banks and bank borrowings.

The Company has hedged a significant portion of its interest rate risk on bank borrowings by entering
into interest rate swap agreements. Since the deposits with banks are of short term nature and realisable
at the values at which carried in the books, interest rate fluctuations do not have significant impact on
the carrying value of these deposits.

The effective interest rate on bank borrowings during the year was 5.66% (December 31, 2020: 5.74%).

At the reporting date the interest rate profile of the Company’s interest-bearing financial instruments
was:

Carrying amount

December 31, December 31,

2021 2020
USD (‘000) USD (‘000)
Fixed rate instruments
Cash and bank balances 40,593 25,194
Variable rate instruments
Bank borrowings 394,890 459,711
Interest rate swaps 38,213 64,599

Cash flow sensitivity analysis forivariable rate instruments
A change of 100 basis points in interest rates at the reporting date and in average interest rates prevailing
during the year would have increased (decreased) equity and profit or loss by the amounts shown below.
This analysis assumes that all other variables, in particular foreign currency rates, remain constant. The
analysis is performed on the same basis as used for 2020.

Profit or loss Equity
100 bp 100 bp 100 bp 100 bp
Increase Decrease Increase Decrease

USD (‘000) USD (‘000) USD (‘000) USD (‘000)
December 31, 2021

Bank borrowings (4,408) 942 - -
Interest rate swap 3,933 (3,933) 8,184 (8,520)
Cash flow sensitivity (net) (475) (2,991) 8,184 (8,520)

December 31, 2020

Bank borrowings (5,061) 4,295 - -
Interest rate swap 4,506 (4,506) 12,606 (13,222)
Cash flow sensitivity (net) (555) (212) 12,606 (13,222)
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The Company is exposed to the following interest rate benchmarks within its hedge accounting
relationships, which are subject to interest rate benchmark reform: USD LIBOR.

The Company has closely monitored the market and the output from the various industry working groups
managing the transition to new benchmark interest rates. This includes announcements made by the
LIBOR regulators. The regulators have made clear that, at the end of 2021, it will no longer seek to
persuade, or compel, banks to submit LIBORs.

In response to the announcements, the Company is supported by Shareholder’s team formed for the
purpose of managing the transition. An international law firm is appointed which will undertake a review
of the relevant documentation to understand the impact and deliver on an action plan to undertake the
transition from IBORs to the risk-free-rates (RFR) with appropriate adjustments before USD LIBOR
cessation date of June 2023. The project will be carried out in two phases (i) Phase 1 (Due Diligence
Phase) and Phase 2 (Implementation Phase).

Based on the transition plan, the Company expects completion of the Phase 1 in 2022-Q1 followed by
the presentation of the outcome the proposed roadman to the Board by 2022-Q2. Once the plan is
approved, the Company expects implementation (Phase 2) will take time of 7-8 months.

Refer note 21 for details of the hedging instrumentsiand hedged items in scope of the IFRS 9
amendments due to interest rate benchmark reform, by hedge:type. The texms of the hedged items listed
match those of the corresponding hedging instruments.

The Company will continue to apply thetamendments_tg IFRS, 9 until the uncertainty arising from the
interest rate benchmark reforms with(respect/to the.timing and the amount of the underlying cash flows
that the company is exposed to ends. The Company has assumed that this uncertainty will not end until
the Company’s contracts that reference ’LIBORs are-amended to specify the date on which the interest
rate benchmark will be replaced, the cash flows lof the alternative benchmark rate and the relevant
spread adjustment.

(i) Currency risk
Currency risk is the risk that the Company’s earnings will be affected as a result of fluctuations in currency
exchange rates.

The Company is exposed to currency risk on liabilities for commitments under the LTPRA, bank borrowings
and certain purchases denominated in foreign currencies. The majority of the foreign currency payments
are in US dollars, except for payments under LTPRA. The Company has effectively hedged approximately
70% of its currency rate risk relating to its commitments under the LTPRA by way of entering into currency
forward contracts. The Company perceives the currency risk, on the transactions denominated in Bahraini
Dinars, to be low, as the US dollar is pegged against the Bahraini Dinar.

Exposure to currency risk
The Company’s significant exposure to currency risk was as follows:

December 31, 2021 December 31, 2020
USD (‘000) Euro (‘000) USD (‘000) Euro (‘000)
Estimated cost of LTPRA * (28,771) (19,689) (43,249) (29,571)
Notional amount of the currency forward
contracts (20,140) (13,782) (30,274) (20,700)

*cash flows to occur over 4 years
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Sensitivity analysis for currency risk

A 10 percent strengthening (weakening) of the USD against the Euro at December 31 would have
increased (decreased) equity and profit or loss by the amounts shown below. This analysis assumes
that all other variables, in particular interest rates, remain constant.

Profit or loss Equity
10% 10% 10% 10%
Strengthening Weakening  Strengthening Weakening
USD (‘000) USD (‘000) USD (‘000)  USD (‘000)

December 31, 2021

Notional amount of the currency

forward contracts 1,580 (1,580) - -
Net result 1,580 (1,580) - -

December 31, 2020

Notional amount of the currency

forward contracts - - 2,574 (2,574)
Net result - - 2,574 (2,574)

Capital management

The Board’s policy is to maintain investor, dender and Governniment.confidence and to be able to meet
the requirements of the PWPA. The Company is currentlyssignificantly leveraged. The Board of Directors
monitors that there is sufficient capital te’ensure-smaeadth-working of the current operations.

The Company maintains a project lifetime (financial-model which is reviewed and updated on a six
monthly basis. The management'uses this madelto plan cash flows and ensures that the Company
continues to meet debt covenants. TheCompany has complied with all other externally imposed capital
requirements throughout the year.

23. FAIR VALUES

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date.

Underlying the definition of fair value is a presumption that an enterprise is a going concern without any
intention or need to liquidate, curtail materially the scale of its operations or undertake a transaction on
adverse terms. The carrying amount of financial assets and liabilities, presented in the statement of
financial position, are set out in the table below.
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Having regard to the nature of these financial assets and liabilities, their carrying value approximates the fair

value.

Total carrying

At fair value Amortised cost Amount
USD (‘000) USD (‘000) USD (‘000)
December 31, 2021
Receivables - 46,386 46,386
Cash and cash equivalents - 40,593 40,593
- 86,979 86,979
Bank borrowings 394,890 394,890
Other financial liabilities 42,365 34,626 76,991
42,365 429,516 471,881
Total carrying
At fair value Amortised cost Amount
USD (‘000) USD (‘000) USD (‘000)
December 31, 2020
Receivables - 191,154 191,154
Cash and cash equivalents - 25,194 25,194
- 216,348 216,348
Bank borrowings g 459,711 459,711
Other financial liabilities 69,135 178,613 247,748
69,135 638,324 707,459

Fair value hierarchy

The Company measures fair values using the;following fair value hierarchy that reflects the significance of the

inputs used in making the meastrements:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: valuation techniques.based on observable inputs, either directly (i.e. as prices) or indirectly (i.e. as
derived from prices). This category includes instruments valued using: quoted market prices in active
markets for similar instruments; quoted prices for identical or similar instruments in markets that are
considered less active; or other valuation techniques where all significant inputs are directly or indirectly
observable from market data.

Level 3: valuation techniques using significant unobservable inputs. This category includes all instruments
where the valuation technique includes inputs not based on observable data and the unobservable inputs
have a significant effect on the instrument’s valuation. This category includes instruments that are valued
based on quoted market prices for similar instruments where significant unobservable adjustments or
assumptions are required to reflect differences between the instruments.

The table below analyses assets and liabilities, measured at fair value as at the end of the year, by level
in the fair value hierarchy into which the fair value measurement is categorized:

Level 1 Level 2 Level 3 Total
December 31, 2021
Derivative financial instruments - 42,365 - 42,365
Level 1 Level 2 Level 3 Total
December 31, 2020
Derivative financial instruments - 69,135 - 69,135
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Valuation technique of forward exchange contracts and interest rate swaps
Market comparison technique: The fair value is based on the broker quotes. Similar contracts are traded
in an active market and quotes reflect the actual transaction in similar instrument.

24. APPROPRIATIONS

The Annual General Meeting was held in May 2021. The Company is obligated to transfer the excess
cash flow as the mandatory prepayment in respect of the Bullet Repayment under the Commercial Bank
Facility agreement and hence, no cash dividend was declared for the year ended December 31, 2020.

25. CONTINGENCY

The Company has received dispute notices and correspondence against their invoices to Electricity and
Water Authority, Kingdom of Bahrain on the revenue components, primarily on water revenues related to
the capacity shortfall and delivery of non-conforming water, which is defined as water that fails to conform
to the Potable Water Delivery Specification as described in the Power and Water Purchase Agreement
(“PWPA").

A total amount of USD 17,512 thousand has already been deducted-from the payment of invoices billed
as of December 31, 2021, which in the opinion of the Company; isihot fully in line with the PWPA. The
Company is assertive of recovering the outstanding receivablepartially and is-Continuing its effort to resolve
the disputed matters amicably with the off-taker. Nevertheless, as-a matter.of prudence, the Company has
made a provision for already deducted amounts’in fulkand otherpotential deductions of revenue charges.

26. COMPARATIVES

Certain prior period amounts have been regrouped:to-conform to the current period’s presentation. Such
regrouping did not affect previausly-reported- profit for the period or total equity.

27. IMPACT OF COVID-19 PANDEMIC

The coronavirus (“COVID-19”) ‘pandemic has spread across various geographies globally, causing
disruption to business and economic activities. COVID-19 has brought about uncertainties in the global
economic environment. The fiscal and monetary authorities, both domestic and international, have
announced various support measures across the globe to counter possible adverse implications.

While the Company’s financial performance was not significantly affected at the current reporting date,
the uncertainties caused by COVID-19, and the volatility in prices for chemicals & spares required the
Company to closely monitor the situation to manage and assess its financial performance continually.

Government support:

The Government of Kingdom of Bahrain has announced various economic stimulus programmes to
support businesses in these challenging times. The Company has received benefits in the form of
partial reimbursement of salaries amounting to USD 247 thousand (2020: USD 680 thousand) of all
insured Bahraini employees from the Unemployment Fund.
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HIDD POWER COMPANY B.S.C.(C)

CHAIRMAN'S REPORT

for the year ended December 31, 2022

USD ‘000

In accordance with Article 286 of the Bahrain Commercial Companies Law 2001 (and subsequent
amendments), | have the pleasure of presenting the Company's audited financial statements (pages 6 to
33) for the year ended December 31, 2022.

Directors

Financial highlights 2022 2021

Revenue 447,634 455,933
Gross profit 73,646 76,055
Profit for the year 41,876 47,826
Total equity 406,515 327,634

The following Directors served during the year ended December 31, 2022 and disclosure of remuneration

to members of Board of Directors and Executive Management.
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First: Independent Directors

INone

|Second: Non-Executive Directors

lAnwar Syahrin Bin Abdul Ajib —~Chairman

Frederic Michel Nicolas Claux (i)

James Philip Morson
Antonio Di Cecca (ii)

Mohd Nazersham Bin Mansor
'Yap Leng Khim

Nagulusamy Rajendran

Laurent Raymond Louis Furedi (iii)

Luc Christiaan

E.Dietvorst (iv)

Koji Makita

Mohd Helmy Bin Ibrahim

Ul O O O O

hinya Nakamura

omaz Henrique Guadagnin (v)
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e |

arah Danielle

M Kiriluk (vi)

Third: Executive Directors

None

M'ETJ__.; B =

Note: All amounts are in Bahraini Dinars

@

(ii)
(iii)
(iv)
v)
(vi)

Resigned w.e.f September 5, 2022
Resigned w.e.f March 28, 2022
Appointed w.e.f March 28, 2022
Resigned w.e.f September 5, 2022
Appointed w.e.f September 6, 2022
Appointed w.e.f September 6, 2022




HIDD POWER COMPANY B.S.C.(C)

CHAIRMAN’S REPORT (continued)
for the year ended December 31, 2022 USD ‘000

Remuneration and benefits paid to Executive Management:

Salaries, benefits and other allowances paid to executive management are disclosed as follows;

T .I_- f:sAE; L e T '&’. .: = .“i
| kind remuneration |- Amm
i for2022 ount
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E

Remuneration of top executives
(Chief Executive Officer and 441,422 - : 441,422
Chief Financial Officer) *

Note: All amounts are in Bahraini Dinars

* Executive management consists of Executive Managing Director, Finance Director & Production Director

Representations and audit

The Company's activities for the year ended December 31, 2022 have/been conducted in accordance
with the Bahrain Commercial Companies Law 2001 (and./subseguent-amendmenis), and other relevant

statutes of the Kingdom of Bahrain.

There have been no events subsequent to Becember\31,72022,\which ‘Wwould in any way invalidate the
financial statements on pages 6 to 33.

The Company has maintained proper, compiéte. aceounting records and these, together with all other
information and explanations, have been‘made fieely @vailable to the auditors - Deloitte & Touche, who
have signified their willingness.td\continuesin‘office forthe next accounting year.

: uI Ajib

February 23, 2023




- Deloitte & Touche
Middle East
' United Tower, Bahrain Bay
Manama, P.O. Box 421
Kingdom of Bahrain

Tel: +973 1 721 4490
Fax:+973 1 721 4550

” www.deloitte.com
INDEPENDENT AUDITORS’ REPORT e 867(IJ
To the Shareholders
Hidd Power Company B.S.C.(C)
Hidd, Kingdom of Bahrain

Report on the audit of the financial statements

Opinion

We have audited the accompanying financial statements of Hidd Power Company B.S.C.(C) (the “Company”), which comprise
the statement of financial position as at December 31, 2022, the statements of profit or loss and other comprehensive income,
statement of changes in equity and statement of cash flows for the year then ended, and notes to the financial statements,

including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the
Company as at December 31, 2022, and its financial performance and its cash flows for the year then ended in accordance
with International Financial Reporting Standards (IFRS).

Basis for opinion

We conducted our audit in accordance with Internatignal Standards on Auditing (ISAs)! Our responsibilities under those
standards are further described in the auditors’ responsibilities forthe audit of the\financial statements section of our report.
We are independent of the Company in accordance with-the'Intecfational) Ethics Standards Board for Accountants Code of
Ethics for Professional Accountants (IESBA Code) together withithe other gthical requirements that are relevant to our audit
of the Company’s financial statements in the Kingdom of8ahrain/andwe have fulfilled our other ethical responsibilities. We
believe that the audit evidence we have obfained isssufficient and appropriate to provide a basis for our opinion.

Other information
The Board of Directors is responsible for the otherinformation. The other information comprises the Chairman’s report which
we obtained prior to the date of this auditors” report. The other information does not include the financial statements and

our auditors’ report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of assurance or
conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in
the audit, or otherwise appears to be materially misstated.

If, based on the work we have performed on the other information that we obtained prior to the date of this auditors’ report,
we conclude that there is a material misstatement of this other information, we are required to report that fact. We have nothing
to report in this regard.



Deloitte

INDEPENDENT AUDITORS’ REPORT (CONTINUED)

Responsibilities of the Board of Directors for the financial statements

The Board of Directors is responsible for the preparation and fair presentation of the financial statements in accordance with
IFRS, and for such internal control as the Board of Directors determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Board of Directors is responsible for assessing the Company’s ability to continue as
a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless the Board of Directors either intend to liquidate the Company or to cease operations, or has no realistic alternative but
to do so.

Auditor’s responsibilities for the audit of the financial statements

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

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

= |dentify and assess the risks of material misstatementof the finaricial statements, whether due to fraud or error, design and
perform audit procedures responsive to thoserisks, andobtain audit ‘evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional ‘omissions, misrepresentations, or the override of internal
control;

= Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose-of expressing an opinion on the effectiveness of the Company’s internal control;

= Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by the Board of Directors;

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

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

We communicate with the Board of Directors regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.
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Report on other legal and regulatory requirements

1) Asrequired by the Bahrain Commercial Companies Law of 2001 (and subsequent amendments), we report that:

a) the Company has maintained proper accounting records and the financial statements are in agreement therewith;

b) the financialinformation contained in the Chairman’s Report is consistent with the financial statements;

¢) Nothing has come to our attention which causes us to believe that the Company has, during the year, breached any of
the applicable provisions of the Commercial Companies Law (and subsequent amendments), or the terms of its
Memorandum and Articles of Association that would have a material adverse effect on its business or its financial
position at December 31, 2022; and

d) satisfactory explanations and information have been provided to us by the Board in response to all our requests.

2) Asrequired by the Ministry of Industry and Commerce in their letter dated January 30, 2020 in respect of the requirements
of Article 8 of Section 2 of Chapter 1 of the Corporate Governance Code, we report that the Company has:

a) a corporate governance officer; and
b) a Board approved written guidance and procedures for corporate governance.

Delorte X Toul-%:

DELOITTE & TOUCHE — MIDDLE EAST
Partner Registration No. 256
Manama, Kingdom of Bahrain

February 23, 2023



HIDD POWER COMPANY B.S.C.(C)
STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31, 2022
Note 2022 2021
USD ‘000 USD ‘000
ASSETS
Non-current assets
Property, plant and equipment 5 682,337 709,025
Advance payments for long term parts and repairs 19,683 30,634
Derivative financial instruments 21 291 -
Total non-current assets 702,311 739,659
Current assets
Derivative financial instruments 21 390 -
Inventories 6 22,269 24,161
Receivables 7 23,735 46,386
Other assets 8 3,075 3,521
Cash and bank balances 9 35,606 40,593
Total current assets 85,075 114,661
Total assete 787,386 854,320
EQUITY AND LIABILITIES
Equity
Share capital 1 140,663 140,663
Statutory reserve 10 43,794 39,606
Cash flow hedge reserve 21 (5,360) (42,365)
Retained earnings 227,418 189,730
Total equity 406,515 327,634
Liabilities
Non-current liabilities
Bank borrowings 12 252,491 341,089
Derivative financial instruments 21 4,469 24,439
Deferred revenue 14,331 18,068
Provision for dismantling cost 14 36,564 34,172
Provision for employees’ end-of-service benefits 1 1,607 1,359
Total non-current liabilities 309,362 419,127
Current liabilities
Bank borrowings 12 57,594 52,629
Derivative financial instruments 21 1,672 17,926
Deferred revenue 3,737 3,737
Other liabilities 13 8,606 33,267
Total current liabilities 71,509 107,559
Total liabilities 380,871 526,686
Total equity and liabilities 787,386 , 854,320

The financial statements consisting of pages 6 to 33 were approved by the Board of

23, 2023. * l
7 - I .. _‘h
Anwér/Sye : az Henrique Guadagnin !Mm .-

Director Executive Mané&

The attached notes form an integral part of these financial statements
6
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HIDD POWER COMPANY B.S.C.(C)

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
YEAR ENDED DECEMBER 31, 2022

Note 2022 2021
USD ‘000 USD ‘000

Revenue 15 447,634 455,933
Cost of revenue 16 (373,988) (379,878)
Gross profit 73,646 76,055
General and administration expenses 17 (8,225) (7,194)
Other income 21 6,317
Operating profit 65,442 75,178
Finance income 18 509 14
Finance expense 18 (24,075) (27,366)
Net finance expense (23,566) (27,352)
Profit for the year 41,876 47,826
Other comprehensive income
Items that are or may be reclassified to profit or loss:;
Effective portion of changes in fair value of cash flow
hedges 19,080 6,023
Net changes in fair value of cash flow hedges.transferred
to profit or loss 18 15,951 19,144
Net changes in fair value of cash flow hedges transferred
to carrying amount of a non-financial asset 1,974 1,603
Total other comprehensive income of the'year 37,005 26,770
Total profit and other comprehensive income for.the
year 78,881 74,596

Tomaz Henrique Guadagnin
Director Executive Marrdging Director

The attached notes form an integral part of these financial statements



HIDD POWER COMPANY B.S.C.(C)

STATEMENT OF CHANGES IN EQUITY

YEAR ENDED DECEMBER 31, 2022

Balance at January 1, 2021
Profit for the year
Other comprehensive income:

Effective portion of changes in fair value of cash flow hedges

Net changes in fair value of cash flow hedges transferred to profit or
loss (note 18)

Net changes in fair value of cash flow hedges transferred to the
carrying amount of a non-financial asset

Total comprehensive income for the year

Transfer to statutory reserve

Balance at December 31, 2021

Profit for the year

Other comprehensive income:

Effective portion of changes in fair value of cash flow hedges

Net changes in fair value of cash flow hedges transferred:.to profitior
loss (note 18)

Net changes in fair value of cash flow hedges transferred-«te,the
carrying amount of a non-financial asset

Total comprehensive income for the year

Transfer to statutory reserve
Balance at December 31, 2022

Statutory Cash flow Retained
Share capital reserve hedge reserve earnings Total
USD ‘000 USD ‘000 USD ‘000 USD ‘000 USD ‘000

140,663 34,823 (69,135) 146,687 253,038

- - - 47,826 47,826

- - 6,023 - 6,023

19,144 - 19,144

- T 1,603 - 1,603

26,770 47,826 74,596

- 4,783 - (4,783) -

140,663 39,606 (42,365) 189,730 327,634

- - - 41,876 41,876

- - 19,080 - 19,080

- - 15,951 - 15,951

- S 1,974 - 1,974

37,005 41,876 78,881

- 4,188 - (4,188) =

140,663 43,794 (5,360) 227,418 406,515

The attached notes form an integral part of these financial statements
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HIDD POWER COMPANY B.S.C.(C)

STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2022

Note 2022 2021
USD '000 USD ‘000
CASH FLOW FROM OPERATING ACTIVITIES
Profit for the year 41,876 47,826
Adjustments for:
Depreciation 5 61,317 59,617
Net movement in slow-moving / obsolete inventory 6 2,059 677
Impairment allowance on trade receivables 7 1,198 836
Amortisation of upfront fee 18 343 382
Amortisation of TDS settlement 16 221 221
Provision for employees’ end of service benefits 1 219 233
Gain on disposal of property, plant and equipment (15) (3)
insurance claim - (6,137)
Finance cost, net 20,488 24,416
Deferred revenue (3,737) (3,737)
Unwinding of discount on provision for dismantling cost 14 2,392 2,236
Operating profit before changes in working capital 126,361 126,567
Changes in working capital:
(Increase) / decrease in inventories (167) 1,714
Decrease in receivables 21458 143,932
Decrease in other assets 225 1,052
Increase in advance payments for long term:parts and repairs (17,477) (16,988)
Decrease in other liabilities (23,966) (143,529)
Cash generated from operations 106,429 112,748
Payment of employees’ end of service benefit§ 1 (71) (75)
Net cash generated from operating activities 106,358 112,673
CASH FLOW FROM INVESTING ACTIVITIES
Decrease / (increase) in fixed deposits 1,382 (22,504)
Acquisition of property, plant arid-equipment (5,941) (12,647)
Net movement in capital work in progress and capital
spares (260) (914)
Proceeds from disposal of property, plant and equipment 15 3
Proceeds from insurance claim - 6,137
Net cash used in investing activities (4,804) (29,925)
CASH FLOW FROM FINANCING ACTIVITIES
Repayment of bank borrowings 12 (83,976) (64,821)
Finance cost, net (21,183) (25,032)
Net cash used in financing activities (105,159) (89,853)
Net decrease in cash and cash equivalents (3,605) (7,105)
Cash and cash equivalents at the beginning of the year 18,089 25,194
Cash and cash equivalents at the end of the year 9 14,484 18,089

The attached notes form an integral part of these financial statements
9



HIDD POWER COMPANY B.S.C.(C)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022

1 STATUS AND ACTIVITIES

Hidd Power Company BSC (c) (the “Company”) is a closed Joint Stock Company incorporated in the
Kingdom of Bahrain on January 21, 2006 under commercial registration (CR) number 59322 issued by the
Ministry of Industry, Commerce, and Tourism.

The Company has an authorised share capital of USD 150,000,000, comprising 30,000,000 shares of USD
5 each and issued and paid up share capital of USD 140,663,100 divided into 28,132,620 shares of USD

5 each held as follows:

Name of the Shareholder Number of shares
Malakoff Summit Hidd Holding Company Limited 19,692,834
Kahrabel FZE 8,439,786

The Company commenced operations on January 22, 2006, upon entering into an Asset Transfer
Agreement (the “agreement”) with the Ministry of Finance of the Government of Bahrain (“MoF”) and the
Electricity and Water Authority of the Government of Bahrain (‘EWA”), to buy the Al Hidd Power Plant
(“power plant”’) and related inventories, and operates the power plant of’a build, own, operate basis.

The Company also entered into a power and water.purchase{agreement (“RWPA”) with the EWA to sell all
the output of the power plant to the EWA for @périod of 20 yearsfrom the Scheduled commercial operation
date - May 18, 2008. Subsequent to that,.the:Company also cencluded the following agreements relating
to the power plant:

e Land Rights Agreement with the Mok
e Natural Gas Agreement withi_Fatweer Petroleum (previously with Bahrain Petroleum Company

(‘BAPCO"))

Subsequent to the commencement.of.its ‘operations, the Company carried out construction of the Phase
Il project, a water distillation plant;as per the pre-requisite of the PWPA. This project was completed on
achievement of Commercial Operations Date (“COD”) as on May 18, 2008.

The current PWPA term is ending in November 2027. EWA has expressed their interest in extending the
current PWPA term and indicated several options for the extension including adding new facilities for the
water plant. The Company has potential chance of getting the extension given the fact that existing facilities
can be offered with competitive tariff rates against green field projects. The Company is currently engaged
with EWA's consultant on reviewing the various options which can bring the desired value to the
stakeholders. The Company has assured their commitment to successfully perform the extension project
for the benefit of the people of the Kingdom of Bahrain, EWA, and its stakeholders.

2 BASIS OF PREPARATION

Statement of compliance
The financial statements are for the year ended December 31, 2022 and have been prepared in
accordance with International Financial Reporting Standards (‘IFRS’) and the requirements of Bahrain

Commercial Companies Law 2001.

Basis of measurement
The financial statements have been prepared on the historical cost convention except for the measurement

at fair value of derivative financial instruments.

10



HIDD POWER COMPANY B.S.C.(C)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022

Functional and presentation currency

Items included in the financial statements of the Company are measured using the currency of the
primary economic environment in which the entity operates (‘the functional currency’). The functional
currency of the Company is Bahraini Dinars (‘BHD’) and the financial statements are presented in United
States Dollar (‘USD’). The translation difference between the functional currency and the presentation
currency is insignificant. All financial information presented in USD has been rounded off to the nearest

thousand.

Use of estimates and judgements

The preparation of financial statements in conformity with IFRS requires management to make
judgements, estimates and assumptions that affect the application of policies and reported amounts of
assets, liabilities, income and expenses. The estimates and associated assumptions are based on
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 amounts of assets and liabilities that are not
readily apparent from other sources.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is 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.

Judgements made by management in the application. of IFRSthat have’ a”significant effect on the
financial statements and in arriving at estimates-with a\risk of materialadjustment in the following period
include the estimate of total revenue pverthe dease period>(note 4), fair value of derivative financial
instruments (note 21), useful lives of property,:plant and\equipmenit (note 4), impairment of non-financial
assets (note 4), net cost of dismantling (rote14)and’amaortisation of costs incurred under the Long Term
Parts & Repairs Agreements (LTPRA)\(nhote4).

Going concern
Management has assessed the Company’s ability to continue as a going concern and is satisfied that

the Company has the resources to{Continue in business for the foreseeable future. Furthermore, the
Board of Directors of the Companyis not aware of any material uncertainties that may cast significant
doubt upon the Company’s ability to continue as a going concern. Therefore, the financial statements
continue to be prepared on the going concern basis.

3. ADOPTION OF NEW AND REVISED STANDARDS (IFRSs)

3.1 New and revised Standards applied with no material impact on the financial statements

In the current year, the Company has applied the below amendments to IFRS Standards and
Interpretations issued by the Board that are effective for an annual period that begins on or after January
1, 2022. Their adoption has not had any material impact on the disclosures or on the amounts reported

in these financial statements.

e Amendments to IFRS 3 Business Combinations Reference to the Conceptual Framework:
The Company has adopted the amendments to IFRS 3 Business Combinations for the first
time in the current year. The amendments update IFRS 3 so that it refers to the 2018
Conceptual Framework instead of the 1989 Framework. They also add to IFRS 3 a requirement
that, for obligations within the scope of IAS 37 Provisions, Contingent Liabilities and Contingent
Assets, an acquirer applies IAS 37 to determine whether at the acquisition date a present
obligation exists as a result of past events. For a levy that would be within the scope of IFRIC
21 Levies, the acquirer applies IFRIC 21 to determine whether the obligating event that gives
rise to a liability to pay the levy has occurred by the acquisition date.
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e Amendments to IAS 16 Property, Plant and Equipment related to proceeds before intended
use:
The Company has adopted the amendments to IAS 16 Property, Plant and Equipment for the
first time in the current year. The amendments prohibit deducting from the cost of an item of
property, plant and equipment any proceeds from selling items produced before that asset is
available for use, i.e. proceeds while bringing the asset to the location and condition necessary
for it to be capable of operating in the manner intended by management. Consequently, an
entity recognises such sales proceeds and related costs in profit or loss. The entity measures
the cost of those items in accordance with IAS 2 Inventories.

The amendments also clarify the meaning of 'testing whether an asset is functioning properly'.
IAS 16 now specifies this as assessing whether the technical and physical performance of the
asset is such that it is capable of being used in the production or supply of goods or services,
for rental to others, or for administrative purposes.

If not presented separately in the statement of comprehensive income, the financial statements
shall disclose the amounts of proceeds and cost included in profit or loss that relate to items
produced that are not an output of the entity’s ordinary activities, and which line item(s) in the
statement of comprehensive income include(s) such proceeds’and cost.

e Amendments to IAS 37 Provisions, Contingent Liabilities_and Contingent Assets related to
Onerous Contracts-Cost of Fulfilling a‘Contract:

The Company has adopted the amendments to AS-37 forithe first time in the current year.
The amendments specify that the cost.of fulfiting a‘centract comprises the costs that relate
directly to the contract. Costs that relate-directly.to/a“contract consist of both the incremental
costs of fulfilling that contract (examples wodld be’direct labour or materials) and an allocation
of other costs that relate 'directly to'fulfifling.contracts (an example would be the allocation of
the depreciation charge for an’’item of-property, plant and equipment used in fulfilling the
contract).

e Annual Improvements> to> #FRS Accounting Standards 2018-2020 Cycle: The Annual
Improvements include amendments to IFRS 1, IFRS 9, IFRS 16 and IAS 41.

There has been no material impact on the financial statements of the Company upon adoption of the
above amended standards.

3.2 New and revised standards issued but not yet effective

At the date of authorization of these financial statements, the Company has not applied the following
new and revised IFRS Standards that have been issued but are not yet effective:

e |IFRS 17 Insurance contracts - effective from January 1, 2023

e Amendments to IFRS 10 Consolidated Financial Statements and IAS 28 Investments in
Associates and Joint Ventures - Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture - effective date not yet decided

e Amendments to IAS 1 Presentation of Financial Statements - Classification of Liabilities as
Current or Noncurrent - effective from January 1, 2023

e Amendments to IAS 1 Presentation of Financial Statements and IFRS Practice Statement 2
Making Materiality Judgements - Disclosure of Accounting Policies - effective from January 1,
2023.
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e Amendments to IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors -
Definition of Accounting Estimates - effective from January 1, 2023

e Amendments to IAS 12 Income Taxes - Deferred Tax related to Assets and Liabilities arising
from a Single Transaction - effective from January 1, 2023

e Amendments to IFRS 16 Leases - Lease Liability in a Sale and Leaseback - effective from
January 1, 2024

The Directors do not expect that the adoption of the above Standards will have a material impact on the
Company'’s financial statements in future periods.

4. SIGNIFICANT ACCOUNTING POLICIES

The significant accounting polices applied in the preparation of these financial statements are set out
below. These accounting policies have been consistently applied by the Company and are consistent with
those used in the previous year.

Revenue recognition

The PWPA arrangement with the EWA constitutes a lease under IFRS 16. The revenue from capacity sale
of electricity and water (lease income) is recognised on a straight linebasis over the term of the lease,
adjusted for estimated increase in the capacity of water generation'~An estimate of electricity and water
capacity required to be made available to the EWA oyert the lease period as perthe PWPA forms the basis
for recognising the revenue over the lease termy Excess of amount-ofrevenie billed to the EWA over the
amount of revenue estimated for the reporting'period.is\recognised as deferred revenue.

The variable charge for sale of electricity and.water is récognised as income when the electricity and water
is delivered. The variable charge is arrived atbased on the agreed tariff as per PWPA and the actual units
of electricity and water delivered during:the year.

Gas consumed in operations is recoveréd from the EWA as part of sale of electricity and water. The actual
"“amount of gas recovered by the compan§.isrécognized as revenue on the basis of the computation agreed
as per the PWPA.

Interest income on deposits with banks is recognised, as finance income in the statement of profit or loss
and other comprehensive income, on a time-apportioned basis over the period of the deposit

Borrowings costs

Borrowing costs incurred for the construction of any qualifying asset are capitalised during the period of
time that is required to complete and prepare the asset for its intended use. The amount of borrowing cost
eligible for capitalisation on any qualifying asset is determined as actual borrowing cost incurred on the
borrowings during the period less any investment income on temporary investment of those borrowings.
Other borrowing costs are recognised as finance expense in the period in which they are incurred.

Property, plant and equipment

Property, plant and equipment are stated at historical cost less depreciation and allowances for
impairment, if any. Historical cost includes purchase price of the items and expenditure that is directly
attributable to the acquisition of the items except in case of production facilities, which also includes
estimated cost of dismantling accounted at amortised cost basis.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to the
Company and the cost of the item or repairs can be measured reliably. All other repairs and maintenance
are charged to the statement of profit or loss and other comprehensive income during the financial period
in which they are incurred.
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One of the components of subsequent costs that are capitalised includes the costs related to the Long-
Term Parts and Repairs Agreement (LTPRA) entered into by the Company with a service provider. The
costs incurred under this agreement are primarily for C-inspections (overhauling/inspection) of the gas
turbines of the Company and for the cost of parts replaced/ refurbished as result of the
overhauling/inspection of the gas turbines. The payments made under the LTPRA are initially recorded as
advance payments till the time C-inspection of a turbine is performed, upon which, average cost of C-
inspection per turbine is transferred from the advance payments to the Property, Plant and Equipment; any
shortfall in the advance payments is accrued as a liability, which represents cost of service received up to
the date of C-inspection.

The cost of C-inspection capitalised as part of the cost of plant is depreciated over a period up to the next
C-inspection of the gas turbine i.e. over 4 to 5 years.

The average cost of C-inspection per turbine is estimated by the management by estimating the total cost
under LTPRA that includes lump-sum charges paid at the onset of the agreement and variable charges,
which will be paid over the life of the LTPRA, based on the Estimated Operating Hours (EOH) of the
turbines over the life of the LTPRA. Under the LTPRA, the Company transferred certain parts to the service
provider. The book value of those parts on the date of such transfer has been considered as a component
of the total cost of LTPRA. This total cost is spread over the total number of C-inspections agreed to be
carried out under the LTPRA.

Depreciation
Depreciation is calculated on a straight-line{basis to.allocate the.cost-of-property, plant and equipment to
their residual values over their estimated.tiseful lives, as follows:

Asset category. Estimated useful lives of the assets

Production facilities:

Plant acquired from EWA as per the PWPA 382 months

Plant constructed (Phase. lil) 360 months

C-inspection (undérLTPRA) 48 to 60 months
Building and building improvements 240 to 382 months
Other assets:

Furniture, fixtures and office equipment’s 12 to 60 months

Information technology assets 36 months

All depreciation is charged to the statement of profit or loss and other comprehensive income. The total
amount of depreciation is classified into cost of revenue and general and administration expenses based
on the use of the related property, plant and equipment's for operational and administrative purposes,
respectively. Capital spares are depreciated only when they are in use. Critical spares include major
items and parts critical to be kept on hand to ensure uninterrupted operations, and are depreciated with
a useful life of 8 years (till the end of PWPA agreement).

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting
date.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are
included in the statement of profit or loss and other comprehensive income.
Capital work in progress is carried at an amount, which represents the value of the work completed as at

the reporting date.
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Government grant
Government grants that are receivable as compensation for expenses or losses already incurred or for the
purpose of giving immediate financial support to the Company with no future related costs are recognised

in profit or loss in the period in which they become receivable.

Provision for dismantling cost
Provision for dismantling cost represents present value of the best estimate of the expenditure to be
incurred to settle obligation under the land right agreement. The provision is recognized on amortised cost

basis.

Impairment of non-financial assets

The carrying amounts of the Company’s non-financial assets, other than inventories are reviewed at
each reporting date to determine whether there is any indication of impairment. If any such indication
exists, then the asset’s recoverable amount is estimated.

The recoverable amount of an asset is the greater of its value in use and its fair value less costs to sell.
In assessing value in use, the estimated future cash flows are discounted to their present value using a
discount rate that reflects current market assessments of the time value of money and the risks specific

to the asset.

An impairment loss is recognised if the carrying amountof afi asset exceeds'its estimated recoverable
amount. Impairment losses are recognised in préfit or loss.

Impairment losses recognised in prior periods, are assessed at@ach reporting date for any indications
that the loss has decreased or no longer exists. Anlimpairment loss is reversed if there has been a
change in the estimates used to determife.the recoverable amount. An impairment loss is reversed only
to the extent that the asset’s carrying:amount’doesnot exceed the carrying amount that would have
been determined, net of depreciation or.@amortisatiory; if no impairment loss had been recognised.

Inventories
Inventories are stated at the lower of Cost and net realisable value. The cost of inventories is based on the

weighted average principle, and.includes expenditures incurred in acquiring the inventories and bringing
them to their existing location and condition. Replacement price of inventory less estimated cost for
disposal is estimated net realisable value of inventory.

Receivables
Trade receivables are recognised initially at fair value and subsequently measured at amortised cost less

provision for impairment.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and balance with banks that are on demand.

Other liabilities
Other liabilities include liabilities that are recognised for amounts to be paid in the future for goods or
services received, whether billed by the supplier or not.

Provision
Provisions are recognized when the Company has an obligation (legal or constructive) arising from a past
event, and the cost to settle the obligations are both probable and able to be reasonably measured.
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Employees’ end of service benefits

Pensions and other social benefits for Bahraini employees are covered by the General Organisation for
Social Insurance scheme, which is a defined contribution scheme under IAS 19 — Employee Benefits, to
which employees and employers contribute monthly on a fixed-percentage-of-salaries basis.

Expatriate employees are entitled to leaving indemnities payable under the Bahrain Labour Law 2012,
based on length of service and final salary and other allowances paid. Provision for this unfunded
commitment, which represents a defined benefit scheme under IAS 19 — Employee Benefits, has been
made by calculating the notional liability had all employees left at the reporting date.

Foreign currency transactions

Items included in the financial statements of the Company are measured using the currency of the primary
economic environment in which the entity operates (‘the functional currency’). The functional currency of
the Company is Bahraini Dinars and the financial statements are presented in United States Dollar (USD’).
The translation difference between the functional currency and the presentation currency is insignificant.
Transactionsin foreign currencies are translated to USD at the foreign exchange rate prevailing at the date
of the transactions. Monetary assets and liabilities denominated in foreign currencies at the reporting date
are translated into USD at the foreign exchange rate prevailing at that date.

Foreign exchange differences resulting from the settlement of such-foreign currency transactions and from
the translation of monetary and non-monetary assets“and’liabilities” denominatedtin foreign currencies at
year end exchange rates are recognised in the statément of profit ordoss and ather comprehensive income.

Financial instruments
()  Recognition and initial instruments

Financial assets and financial liabilities:are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or-issue of financial assets and financial liabilities (other than
financial assets and financial liabilities @t fdir value’through profit or loss) are added to or deducted from
the fair value of the financial assets. or: financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to'the acquisition of financial assets and financial liabilities at fair
value through profit or loss are recognized immediately in profit or loss.

Trade receivables and debt securities are initially recognised when they are originated. All other financial
assets and financial liabilities are initially recognised when the Company becomes a party to the
contractual provisions of the instrument.

(i)  Classification and subsequent measurement

Financial assets :
On initial recognition, a financial asset is classified as measured at amortised cost; FVOCI or FVPL.

Financial assets are not reclassified subsequent to their initial recognition unless the Company changes
its business model for managing financial assets, in which case all affected financial assets are
reclassified on the first day of the first reporting period following the change in the business model.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not

designated as at FVTPL:
e it is held within a business model whose objective is to hold assets to collect contractual cash

flows; and
e its contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

All financial assets not classified as measured at amortised cost or FVOCI are measured at FVTPL.
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Financial assets at amortised cost

These assets are subsequently measured at amortised cost using the effective interest method. The
amortised cost is reduced by impairment losses. Interest income, foreign exchange gains and losses
and impairment are recognised in profit or loss. Any gain or loss on derecognition is recognised in the
profit or loss.

Financial liabilities
Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is
classified as at FVTPL if it is classified as held-for-trading, it is a derivative or it is designated as such

on initial recognition.

Financial liabilities at FVTPL are measured at fair value and net gains and losses, including any
interest expense, are recognised in profit or loss. Other financial liabilities are subsequently measured
at amortised cost using the effective interest method. Interest expense and foreign exchange gains
and losses are recognised in profit or loss. Any gain or loss on derecognition is also recognised in

profit or loss.

Refer note 21 for financial liabilities designated as hedging instruments.
(i)  Derecognition

Financial assets
The Company derecognises a financial assef whenithe contractuaksights’to the cash flows from the

financial asset expire, or it transfers the rights to_receive thecontractual cash flows in a transaction in
which substantially all of the risks and‘rewards\6f ownership «of the financial asset are transferred or in
which the Company neither transfers norretains sabstantially-all of the risks and rewards of ownership
and it does not retain control of the finfancial asset.

The Company enters into transactions Wherebyittransfers assets recognised in its statement of financial
position, but retains either all or substantially all of the risks and rewards of the transferred assets. In
these cases, the transferred assets are not derecognised.

Financial liabilities

The Company derecognises a financial liability when its contractual obligations are discharged or
cancelled, or expire. The Company also derecognises a financial liability when its terms are modified
and the cash flows of the modified liability are substantially different, in which case a new financial liability
based on the modified terms is recognised at fair value.

On derecognition of a financial liability, the difference between the carrying amount extinguished and
the consideration paid (including any non-cash assets transferred or liabilities assumed) is recognised

in profit or loss.

(iv)  Offsetting

Financial assets and financial liabilities are offset, and the net amount presented in the statement of
financial position when, and only when, the Company currently has a legally enforceable right to set off
the amounts and it intends either to settle them on a net basis or to realise the asset and settle the

liability simultaneously.

(v)  Derivative financial instruments and hedging activities

Derivative financial instruments are contracts, the value of which is derived from one or more underlying
financial instruments and include interest rate swaps and currency forward contracts. These are held to
hedge the Company’s foreign currency and interest rate risk exposures.
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The derivative financial instruments are recognised in the statement of financial position at fair value,
attributable transaction costs are recognised in profit or loss as incurred.

On initial designation of the hedge, the Company formally documents the relationship between the
hedging instrument and hedged item, including the risk management objectives and strategy in
undertaking the hedge transaction, together with the methods that will be used to assess the
effectiveness of the hedging relationship. The Company makes an assessment, both at the inception of
the hedge relationship as well as on an ongoing basis, whether the hedging instruments are expected
to be “highly effective” in offsetting the changes in the fair value or cash flows of the respective hedged
items during the period for which the hedge is designated. For a cash flow hedge of a forecast
transaction, the transaction should be highly probable to occur and should present an exposure to
variations in cash flows that could ultimately affect reported net income.

Subsequent to initial recognition, derivatives are measured at fair value, and changes therein are
accounted for as described below. Fair values are estimated based on the prevailing market rates of
interest and related foreign currency exchange rates. Changes in the fair value of the derivative financial
instruments that are designated and qualify as cash flow hedges and that prove to be highly effective in
relation to the hedged risk are recognised in other comprehensive income and presented in a hedge
reserve as a separate component of equity. The corresponding effectiof the unrealised gains or losses
recognised in other comprehensive income is recognised as other assets or other liabilities in the
statement of financial position. The effective portion\of thé ‘gain or loss7on\derivative instruments
recognised in other comprehensive income is removed and included in profitor loss in the same period
as the hedged cash flows affect profit or loss\under.the-same’ line item:in‘the statement of profit or loss
and other comprehensive income as the hedgeditem. Ay gains orllosses arising from changes in fair
value on derivative instruments that_do not-qualifyifor hedge-accounting or are determined to be
ineffective are recognised directly in the(profit ordass.

(vi) Impairment
The Company recognises loss allowances for expected credit losses (ECLs) on financial assets
measured at amortised cost.

The Company measures loss allowarnces at an amount equal to lifetime ECLs, except for bank balances
for which credit risk (i.e. the risk>of default occurring over the expected life of the financial instrument)
has not increased significantly since initial recognition.

Loss allowances for trade receivables are always measured at an amount equal to lifetime ECLs. When
determining whether the credit risk of a financial asset has increased significantly since initial recognition
when estimating ECLs, the Company considers reasonable and supportable information that is relevant
and available without undue cost or effort. This includes both quantitative and qualitative information
and analysis, based on the Company’s historical experience and informed credit assessment including
forward-looking information. The Company assumes that the credit risk on a financial asset has
increased significantly if it is more than 30 days past due.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present
value of all cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance
with the contract and the cash flows that the Company expects to receive). Presentation of allowance
for ECL in the statement of financial position Loss allowances for financial assets measured at amortised
cost are deducted from the gross carrying amount of the assets.

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.
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5. PROPERTY, PLANT AND EQUIPMENT
Capital Capital spares

Production Building and Other work in / critical
facilities _improvements assets progress spares Total

USD (‘'000) USD (‘000) USD (‘000) USD ('000) USD (‘000) USD (‘000)
Cost
At January 1, 2021 1,412,771 32,117 6,146 1,650 2,962 1,455,646
Additions 12,228 - 419 1,015 88 13,750
Disposal (5,394) - - - - (5,394)
Transfers 1,495 - 30 (1,526) (188) (189)
Change in provision
for dismantling cost (6,428) = - - - (6,428)
At December 31, 2021 1,414,672 32,117 6,595 1,139 2,862 1,457,385
Additions 33,946 - 423 501 72 34,942
Disposal - - - - (24) (24)
Transfers 1,053 74 (1,127) (313) (313)
At December 31, 2022 1,449,671 32,117 7,092 513 2,597 1,491,990
Depreciation
AtJanuary 1, 2021 675,428 13,633 4,876 - 200 694,137
Charge for the year 58,176 919 333 = 189 59,617
Disposals (5,394) - - “ - (5,394)
At December 31, 2021 728,210 14,552 5,209 - 389 748,360
Charge for the year 59,758 1 ,014 387 158 61 ,31 7
Disposal 5 s S 4 (24) (24)
At December 31, 2022 787,968 15,566 5,596 - 523 809,653
Carrying value
At December 31, 2022 661,703 16,551 1,496 513 2,074 682,337
At December 31, 2021 686,462 17,565 1,386 1,139 2,473 709,025

a. Capital work in progress primafily represents expenditure incurred on Phase 3 sea water pump 1
overhaul, ST28 control valve’and GT 22 C inspection spares and other maintenance capex.

b. Capital spares represents items that are identified by the management to a specific item of property,
plant and equipment and are intended for replacement at scheduled intervals based on anticipated
life cycle. These capital spares have not been put to use as at December 31, 2022 and 2021. Critical
spares include major items and parts critical to be kept on hand to ensure uninterrupted operations of
the equipment.

c. Thedepreciation charge has been allocated in the statement of profit or loss and other comprehensive
income as follows:

2022 2021
USD (‘000) USD (‘000)
Cost of revenue (note 16) 60,757 59,116
General and administration expenses (note 17) 560 501
61,317 59,617

d. As at December 31, 2022 and 2021, all of the above assets were subject to a floating charge that
forms security for bank borrowings (note 12).

e. During the year, transfer of USD 28,428 thousand (2021: USD 15,669 thousand) from advance
payments for long term parts and repairs to property, plant and equipment was adjusted from current
year additions to property, plant and equipment.
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As an outcome of the reassessment of the asset retirement obligation exercise, the Company reviewed
the revised estimated residual value of the property, plant and equipment reflecting the market
assessments. The residual/scrap value estimates are based on weight estimated from various as-built
drawings and documents and estimates of similar equipment’s based on the consultant's know-how and
engineering judgement. These revised estimates further looked into the various categories of the metals
and values based on the London Metal Exchange with an adjustment for the local market. Based on this
methodology, the revised residual value reflects a reduction in the previous estimate by USD 53.5 million.
As required by IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors, the above revision
in estimate has been accounted prospectively by adjusting the depreciation charge on the assets by
providing accelerated depreciation.

The effect of changes in depreciation expense due to the revision in residual value in the current and future
years is as follows:

2022 2023 Later
USD (‘000) USD (‘000) USD (‘000)
Depreciation 3,328 3,328 46,877
6. INVENTORIES
2022 2021
USD (‘000) USD (‘000)
Spare parts 23,684 24,405
Chemicals 998 605
24,682 25,010
Less: Provision for slow-moving spares (2,413) (849)
22,269 24,161
Movement in allowance for impairment-ofinyentories-ate asfollows:
2022 2021
USD (‘000) USD (‘000)
At January 1 849 635
Allowance recognised during the_year 2,059 677
Reversals/write offs (495) (463)
At December 31 2,413 849
7. RECEIVABLES
2022 2021
USD (‘000) USD (‘000)
Trade receivables (due from EWA) 42,526 63,896
Less: Provision for impairment (18,810) (17,612)
23,716 46,284
Due from related parties (note 20) 19 102
23,735 46,386

Trade receivables (due from EWA) relate to sale of electricity and water and are due within 45 days from
the date of invoice. The Company’s exposures to credit and currency risk related to trade receivables are
disclosed in note 22.

Neither past Past due but not impaired
due nor Less than
Total impaired 90 days 90-120 days
USD (‘000) USD (‘000) USD (‘000) USD (‘000)
December 31, 2022 23,716 23,716 - -
December 31, 2021 46,284 46,284 - -
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Movement in allowance for receivables are as follows:

2022 2021
USD (‘000) USD (‘000)
Balance beginning of year 17,612 16,776
Additions 1,198 836
Balance end of year 18,810 17,612
8. OTHER ASSETS
2022 2021
USD ('000) USD (‘000)
Prepayments and other assets 2,595 2,723
Advance to suppliers 480 798
3,075 3,521

Prepayments and other assets include an amount of USD 1,067 thousand (December 31, 2021: USD
1,288 thousand) which represents un-amortised portion of payment of USD 4,139 thousand to EWA in
relation to certain commitments of the Company. The benefit of this payment is estimated to accrue over
a period of remaining life of the PWPA.

9. CASH AND BANK BALANCES

2022 2021
uUSP, ('000) USD (‘000)

Bank balances 14,480 18,086
Fixed deposits with original maturity-éxceeding 3 ponths 21,122 22,504
Cash on hand 4 3
Cash and bank balances 35,606 40,593
Less: Fixed deposits with original maturity exceeding 3

months (21,122) (22,504)

14,484 18,089

Cash and cash equivalents

Expected credit losses on balanges-with banks is not considered material due to short term to expected
maturity.

10. STATUTORY RESERVE

As required by Bahrain Commercial Companies’ Law 2001 (and subsequent amendments), a minimum of
10% of the net profit should be transferred to a statutory reserve each year until this reserve is equal to
50% of the paid-up share capital. The reserve is not available for distribution except in the circumstances
stipulated in the above law. The Company has transferred USD 4,188 thousand to the statutory reserve
for the year ended December 31, 2022 (2021: USD 4,783 thousand).

11. PROVISION FOR EMPLOYEES’ END-OF-SERVICE BENEFITS

2022 2021
USD (‘000) USD ('000)
Balance at the beginning of year 1,359 1,201
Charge for the year 219 233
Payments (71) (75)
Balance at the end of year 1,507 1,359
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12. BANK BORROWINGS

2022 2021
USD (‘000) USD (‘000)

Secured bank loans 310,914 394,890
Less: Transaction costs (829) (1,172)

310,085 393,718
Classified as:
Non-current liabilities 252,491 341,089
Current liabilities 57,594 52,629

310,085 393,718

The above borrowings represent the amounts drawn by the Company under various floating rate loan
facilities obtained from a syndicate of banks, which are outstanding as at December 31, 2022. The facilities
have been obtained by the Company for payment of the purchase consideration to EWA, Phase |li
construction activities and for working capital. The above borrowings carry a floating charge over the
Company'’s property, plant and equipment (note 5).

Since the borrowings are denominated in USD, the Company does’not have any significant foreign
currency risk. For information on interest rate risk and liquidity risk, refernote 22.

Significant terms and conditions of outstanding loans‘were‘as follows:

December-31,2022 December 31, 2021
Nominal Year.of5, “Origifial Carrying Originai Carrying
Currency interest raté ~maturity” _amodnt amount amount amount

USD 4000y USD (‘000) USD (‘000) USD (‘000)

Senior debt USD LIBOR+0.557) 2026 592,944 166,855 592,944 208,479

Commercial
debt USD LIBOR+1.40 2026 401,122 144,059 401,122 186,411

The following is the reconciliatior’ bétween the opening and closing balances for bank borrowings arising
from financing activities:

2022 2021
USD (‘000) USD (‘000)
At January 1 394,890 459,711
Repayment of bank borrowings* (83,976) (64,821)
At December 31 310,914 394,890

*Includes partial repayments against bullet amount payable at the end of the term for both the years.

13. OTHER LIABILITIES

2022 2021
USD (‘000) USD (‘000)
Trade payables 249 1,028
Accrued interest 3,180 3,875
Other accrued expenses 5,153 28,364
Related party payables (note 20) 24 8
8,606 33,267
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14. PROVISION FOR DISMANTLING COST

A provision is made in respect of the Company’s obligation, as per the Land Rights Agreement with the
MoF (the “agreement”), to dismantle the power plant on completion of the term of the agreement, which is
30 years from the Scheduled Commercial Operation Date.

Due to long-term nature of the liability, there is a significant uncertainty in estimating the provision for the
costs that will be incurred. The Company had estimated these costs, assuming that the land will be restored
using the technology and materials that are available currently (current cost), adjusted with an inflation rate
estimated over remaining years. The current cost of dismantling was carried at its present value as at

December 31, 2022 using a discount rate of 7% (2021: 7%).

Movement during the year:

2022 2021
USD (‘000) USD (‘000)
Balance at January 1 34,172 38,364
Unwinding of discount on provision for dismantling cost (note 18) 2,392 2,236
Reduction in provision due to change in estimate (note 5) - (6,428)
Balance at December 31 36,564 34,172
15. REVENUE
2022 2021
USD (‘000) USD (‘000)
Capacity charge:
Water 81,877 81,613
Add: Deferred revenue 3,737 3,737
130,567 129,607
Variable charge:
Water 4,294 4,844
14,459 15,027
Recovery of gas consumed 302,608 311,299
447,634 455,933

Capacity charge represents the revenue from capacity sale of electricity and water and is recognised on a
straight-line basis over the term of the PWPA, adjusted for estimated increase in the capacity of water
generation. An estimate of electricity and water capacity required to be made available to the EWA over
the PWPA period forms the basis for recognising the capacity charge revenue over the PWPA term,

The variable charge represents revenue from sale of electricity and water and is arrived at based on the
agreed tariff as per PWPA and the actual units of electricity and water delivered during the year.

The cost of gas consumed in operations is recovered from the EWA as part of sale of electricity and water
and is based on the computation agreed as per the PWPA.
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16. COST OF REVENUE

Gas consumed

Depreciation (note 5)

Staff costs

Amortisation of TDS settlement

Other production and maintenance costs

17. GENERAL AND ADMINSTRATION EXPENSES

Staff costs

impairment loss on trade receivables (note 7)
Insurance

Communication and IT expenses
Depreciation (note 5)

Legal, professional and consultancy fees
Crisis management expenses

Security & Fire Fighting costs

Facility management expenses

Travel and transportation costs

Staff welfare expenses

Trainings and seminars

Non-recoverable VAT

Other expenses
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2022 2021
USD (‘000) USD (‘000)

294,562 303,258

60,757 59,116

6,400 6,172

221 221

12,048 11,111

373,988 379,878

2022 2021

USD (‘000) USD (‘000)

2,287 2,147

1,198 836

1,843 1,566

478 506

560 501

649 420

- 21

314 391

176 183

128 108

161 150

152 94

45 23

264 248

8,225 7.194
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18. FINANCE INCOME AND EXPENSES

Interest income

Finance income
Net changes in fair value of cash flow hedges transferred from

equity

Interest on borrowings

Interest rate swap net income

Unwinding of discount on provision for dismantling cost (note
14)

Amortisation of loan origination fees

Commitment fees

Interest income written off

Foreign exchange loss

Finance expense
Net finance expense

19. COMMITMENTS

Long Term Parts and Repairs|\Agreemént

20. RELATED PARTY TRANSACTIONS

2022 2021
USD (‘000) USD (‘000)
509 14
509 14
15,951 19,144
9,601 5,122
(4,661) -
2,392 2,236
343 382
106 102
= 64
23,732 27,050
343 316
24,075 27,366
23,566 27,352
2022 2021
USD (‘000) USD (000)
27,198 38,008
27,198 38,008

Parties are considered to be related if one party has the ability to control the other party or exercise
significant influence over the other party in making financial and operating decisions. Related parties
include entities over which the Company exercises significant influence, major shareholders, directors and

key management personnel of the Company.

The transactions and balances with the related parties (major shareholders) included in these financial

statements are as follows:

Technical fee and other consultancy charges
Staff costs
Reimbursements
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2022 2021
USD (‘000) USD (‘000)
244 334
1,174 1,070
(145) (145)
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2022 2021
USD (‘000) USD (‘000)
Amounts due from related parties (note 7) 19 102
Amounts due to related parties (note 13) (24)

The transactions and balances with the related parties (affiliates) included in these financial statements

are as follows:
2021

USD (‘000)

2022
USD (°000)

Technical fee and other consultancy charges 115 205

21. DERIVATIVE FINANCIAL INSTRUMENTS

The Company uses interest rate swaps and currency forward contracts as part of its interest rate and
foreign currency risk management respectively. These derivatives qualify and have been designated by
the Company as cash flow accounting hedge as per the requirements IFRS 9 Financial instruments. Fair
value of interest rate swaps agreements and currency forward contracts are estimated based on the
prevailing interest and forward rates of the related foreign currenciésirespectively.

The Company has entered into Interest Rate Swaps-("IRSs") transactions‘te hedge the interest rate
exposure of its term loans as follows:

The bank borrowings (refer to note 12) bearsinterest-at, USD:LIBOR plus applicable margins. The
Company has entered into "pay fixed{ receive/variable®\IRS agreements with various counterparties.

The details of such agreements and-¢ontracts’outstanding as at the reporting dates are provided in the
following table:

2022 2021
Notional Notional
amount Fair value amount Fair value
USD (‘000) USD (‘000) USD (‘000) USD (‘000)
Interest rate swaps 289,844 (2,659) 352,786 (38,213)
Currency forward contracts 11,109 (2,701) 20,141 (4,152)
300,953 (5,360) 372,927 (42,365)
2022 2021
USD (‘000) USD (‘000)
Assets
Non-current 291 -
Current 390 -
681 -
Liabilities
Non-current 4,469 24,439
Current 1,572 17,926
6,041 42,365
Effective portion 5,360 42,365

The contractual maturity analysis of the interest rate swap and currency forward contracts are included
as part of liquidity risk information in note 22.
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Movement in hedging reserve and hedging liability during the year

2022 2021
USD (‘000) USD (‘000)
Balance as at January 1 (42,365) (69,135)
Net fair value loss (a) 37,005 26,770
Balance as at December 31 (5,360) (42,365)
(a) Net fair value loss
Effective portion of changes in fair value of cash flow hedges 19,080 6,023
Net changes in fair value of cash flow hedges transferred to
profit or loss 15,951 19,144
Net changes in fair value of cash flow hedges transferred to
carrying amount of a non-financial asset 1,974 1,603
37,005 26,770

22. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Overview

Financial instruments

Financial instruments include financial assets and-financialdiabilities. Financial assets of the Company
include cash and cash equivalents and tradereceivables2Financial lidbilities of the Company include
bank borrowings, interest rate swaps (derivative financial instrtuménts), provision for dismantling cost,
trade payable, due to contractors and-Gertain other currént liabilities.

The Company has exposure to the foliowing risks'from use"of its financial instruments:

e credit risk
o liquidity risk
e market risk

This note presents information about the Company’s exposure to each of the above risks, the Company’s
objectives, policies and processes for measuring and managing risk, and the Company’s management
of capital. The note also presents certain quantitative disclosures in addition to the disclosures

throughout the financial statements.

The Board of Directors of the Company has overall responsibility for the establishment and oversight of
the Company’s risk management framework. The Company'’s risk management policies are established
to identify and analyse the risks faced by the Company, to set appropriate risk limits and controls, and
to monitor risks and adherence to limits. Risk management policies and systems are reviewed regularly
to reflect changes in market conditions and the Company’s activities. The Company, through its training
and management standards and procedures, aims to develop a disciplined and constructive control
environment in which all employees understand their roles and obligations.

Credit risk
Credit risk is the risk that counter-party to a financial instrument will fail to discharge an obligation and

cause the Company to incur a financial loss. The Company is exposed to credit risk primarily on cash and
cash equivalents and receivables.

The Company limits the credit risk on bank balances by ensuring that these are maintained with banks
having high credit ratings.
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Exposure to credit risk
The carrying amount of financial assets represents the maximum credit exposure. The maximum

exposure to credit risk at the reporting date was:

2022 2021
USD (‘000) USD (‘000)
Cash and cash equivalents 35,606 40,593
Receivables 23,735 46,386
59,341 86,979

Trade receivables are due from EWA, which is part of the govemment of the Kingdom of Bahrain. The
receivables from EWA represent revenue billed based on the PWPA terms. Credit risk on cash and cash
equivalents is limited since these are maintained with bank having appropriate credit rating.

Breakdown of receivables:

2022 2021
UsD (‘000) USD (‘000)
Current 23,835 46,486
Overdue 18,710 17,512
Less: Impairment loss on trade receivables:(hote 7.& 25) (18,810) (17,612)
23,735 46,386

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with
financial liabilities that are settled'\by.delivering cash or-another financial asset. The Company manages its
liquidity risk, by ensuring that banks and other facilities are adequate to meet its working capital

requirements.
The following are the contractualmaturities of financial liabilities, including interest payments:

December 31, 2022 Carrying Contractual 6 months 6-12 1-2years 2-5years

amount cash flows or less months
Non-derivative
financial liabilities
Bank borrowings 310,914 354,225 35,677 39,601 80,430 198,517
Trade payables 249 249 249 - - -
Derivative financial
liabilities
Interest rate swaps 3,340 3,707 454 (636) 1,631 2,258
Currency forward
contracts 2,701 2,861 1,032 845 946 38
Total 317,204 361,042 37,412 39,810 83,007 200,813
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Carrying Contractual 6 months 6-12

December 31, 2021 amount cashflows orless months 1-2years 2-5 years

Non-derivative

financial liabilities

Bank borrowings 394,890 416,893 26,692 31,671 63,291 295,239

Trade payables 1,028 1,028 1,028

Derivative financial

liabilities

Interest rate swaps 38,213 38,836 8,719 7,277 10,838 12,002

Currency forward

contracts 4,152 4,375 1,086 971 1,547 771

Total 438,283 461,132 37,525 39,919 75,676 308,012
Market risk

Market risk is the risk that changes in market factors, such as currency 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 optimizing the return on risk.

(i) Interest rate risk
Interest rate risk is the risk that the Company’s earnings ‘will be affected as aesult of fluctuations in the

value of financial instruments due to changes in market interest rates. The:Company’s interest rate risk
is limited to its interest bearing demand deposits'with\banks and)bank:borrowings.

The Company has hedged a significant-portion.of itsqinterest rate’risk on bank borrowings by entering
into interest rate swap agreements. Since thie’depaosits with banks are of short term nature and realisable
at the values at which carried in the-books, interestate fluctuations do not have significant impact on
the carrying value of these dep@sits.

The effective interest rate on bank borrowings during the year was 5.91% (December 31, 2021: 5.66%).

At the reporting date the interest@rate profile of the Company’s interest-bearing financial instruments
was:

Carrying amount

2022 2021

USD ('000) USD (‘000)
Fixed rate instruments

Cash and cash equivalents 35,606 40,593

Variable rate instruments

Bank borrowings 310,914 394,890
3,340 38,213

Interest rate swaps
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Cash flow sensitivity analysis for variable rate instruments
A change of 100 basis points in interest rates at the reporting date and in average interest rates prevailing
during the year would have increased (decreased) equity and profit or loss by the amounts shown below.
This analysis assumes that all other variables, in particular foreign currency rates, remain constant. The
analysis is performed on the same basis as used for 2022.

Profit or loss Equity
100 bp 100 bp 100 bp 100 bp
Increase Decrease Increase Decrease

USD (‘000) USD ('000) USD (‘000)  USD ('000)
December 31, 2022

Bank borrowings (3,641) 2,575 - -
Interest rate swap 3,333 (3,333) 4,415 (4,560)
Cash flow sensitivity (net) (308) (758) 4,415 (4,560)
December 31, 2021

Bank borrowings (4,408) 942 - "
Interest rate swap 3,933 (3,933) 8,184 (8,520)
Cash flow sensitivity (net) (475) (2.991) 8184 (8,520)

The Company is exposed to the following intérest rate‘benchmarks Within its hedge accounting
relationships, which are subject to interest fate-benchmark reform: USB\LIBOR.

The Company has closely monitored the_market.dand the ‘outputfram the various industry working groups
managing the transition to new benchmaricinterestirates/ This“includes announcements made by the
LIBOR regulators. The regulators haveclarifiedthat, at the.end of 2021, it will no longer seek to persuade
or compel banks to submit LIBORs.

In response to the announcements, the Company was supported by Shareholder's team formed to
manage the transition in the initial stage\, An international law firm was appointed to undertake a review
of the relevant documentation to upderstand the impact and deliver an action plan to undertake the
transition from IBORs to the risk<free-rates (RFR) with appropriate adjustments before USD LIBOR
cessation date of June 2023. The project is planned to be carried out in two phases (i) Phase 1 (Due
Diligence Phase) and Phase 2 (Implementation Phase).

Phase 1 of the project was completed during the last quarter of 2022 with feedback from the
Shareholders team managing the project, followed by the engagement of an external legal advisor by
the Company to provide necessary guidance and support in Phase 2.

Based on the transition plan, the Company has launched the process with the lenders by sharing the
proposed terms for transition to the new RFR and a timeline for the next steps including the agreement
on the proposed amendments and securing of necessary consent by end of 2023-Q1. At the close of
the year 2022, the Company received comments from the lenders on the proposed terms and is in a
process of discussion to reach common acceptable terms for all lenders. The Company expects to
complete the implementation phase by early 2023-Q2.

Refer to note 21 for details of the hedging instruments and hedged items in the scope of the IFRS 9
amendments due to interest rate benchmark reform, by hedge type. The terms of the hedged items listed
match those of the corresponding hedging instruments.

The Company will continue to apply the amendments to IFRS 9 until the uncertainty arising from the
interest rate benchmark reforms with respect to the timing and the amount of the underlying cash flows
that the company is exposed to ends. The Company has assumed that this uncertainty will not end until
the Company’s contracts that reference LIBORs are amended to specify the date on which the interest
rate benchmark will be replaced, the cash flows of the alternative benchmark rate and the relevant
spread adjustment.
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(i) Currency risk
Currency risk is the risk that the Company’s earnings will be affected as a result of fluctuations in currency

exchange rates.

The Company is exposed to currency risk on liabilities for commitments under the LTPRA, bank borrowings
and certain purchases denominated in foreign currencies. The majority of the foreign currency payments
are in US dollars, except for payments under LTPRA. The Company has effectively hedged approximately
50% of its currency rate risk relating to its commitments under the LTPRA by way of entering into currency
forward contracts. The Company perceives the currency risk, on the transactions denominated in Bahraini
Dinars, to be low, as the US dollar is pegged against the Bahraini Dinar.

Exposure to currency risk
The Company’s significant exposure to currency risk was as follows:

2022 2021
USD (‘000} Euro (‘000) USD (‘000) Euro (‘000)
Estimated cost of LTPRA* (22,218) (15,232) (28,771) (19,689)
Notional amount of the currency forward
contracts (11,109) (7,616) (20,140) (13,872)

*cash flows to occur over 3 years

Sensitivity analysis for currency risk

A 10 percent strengthening (weakening) of.the ' USP, (@gainstthe ‘Euro\at"'December 31 would have
increased (decreased) equity and profit gr.loss by'the’amounts_shown below. This analysis assumes
that all other variables, in particular interest ratesi’remain‘constant.

Profitior loss Equity
10% 10% 10% 10%
Strengthening  Weakening  Strengthening Weakening
USD (‘000) USD ('000) USD (‘'000)  USD (‘000)
December 31, 2022
Notional amount of the currency
forward contracts 794 (794) - -
Net result 794 (794) 5 .
December 31, 2021
Notional amount of the currency
forward contracts 1,580 (1,580) - -
1,580 (1,580) = .

Net result

Capital management
The Board's policy is to maintain investor, lender and Government confidence and to be able to meet

the requirements of the PWPA. The Company is currently significantly leveraged. The Board of Directors
monitors that there is sufficient capital to ensure smooth working of the current operations.

The Company maintains a project lifetime financial model which is reviewed and updated on a six
monthly basis. The management uses this model to plan cash flows and ensures that the Company
continues to meet debt covenants. The Company has complied with all other externally imposed capital

requirements throughout the year.
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23. FAIR VALUES

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date.

Underlying the definition of fair value is a presumption that an enterprise is a going concern without any
intention or need to liquidate, curtail materially the scale of its operations or undertake a transaction on
adverse terms. The carrying amount of financial assets and liabilities, presented in the statement of
financial position, are set out in the table below.

Having regard to the nature of these financial assets and liabilities, their carrying value approximates

the fair value.

December 31, 2022
Receivables

Cash and cash equivalents
Other financial assets

Bank borrowings
Other financial liabilities

December 31, 2021
Receivables
Cash and cash equivalents

Bank borrowings
Other financial liabilities

Fair value hierarchy

Total carrying

At fair value Amortised cost Amount
USD (‘'000)s USD (‘000) USD (‘000)
- 23,735 23,735
- 35,606 35,606
681 681
681 59,341 60,022
- 310,914 310,914
6,041 10,113 16,154
6,041 321,027 327,068
Total carrying
At fairvalue Amortised cost Amount
Ush (‘000) USD (‘000) USD (‘000)
- 46,386 46,386
- 40,593 40,593
- 86,979 86,979
- 394,890 394,890
42,365 34,626 76,991
42,365 429,516 471,881

The Company measures fair values using the following fair value hierarchy that reflects the significance of
the inputs used in making the measurements:

e Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

e Level 2: valuation techniques based on observable inputs, either directly (i.e. as prices) or indirectly
(i.e. as derived from prices). This category includes instruments valued using: quoted market prices in
active markets for similar instruments; quoted prices for identical or similar instruments in markets that
are considered less active; or other valuation techniques where all significant inputs are directly or
indirectly observable from market data.
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e Level 3: valuation techniques using significant unobservable inputs. This category includes all
instruments where the valuation technique includes inputs not based on observable data and the
unobservable inputs have a significant effect on the instrument’s valuation. This category includes
instruments that are valued based on quoted market prices for similar instruments where significant
unobservable adjustments or assumptions are required to reflect differences between the instruments.

The table below analyses assets and liabilities, measured at fair value as at the end of the year, by level
in the fair value hierarchy into which the fair value measurement is categorized:

Level 1 Level 2 Level 3 Total
December 31, 2022
Assets
Derivative financial instruments - 681 - 681
Liabilities
Derivative financial instruments = 6,041 = 6,041

Level 1 Level 2 Level 3 Total
December 31, 2021
Liabilities

¢ 42,365 - 42,365

Derivative financial instruments

Valuation technique of forward exchange conlracts and interéstrate swaps
Market comparison technique: The fair valué‘is based on:the broker quotes. Similar contracts are traded
in an active market and quotes reflect'the act@al transaction in similar instrument.

24, APPROPRIATIONS

The Annual General Meeting was held in. May 2022. The Company is obligated to transfer the excess
cash flow as the mandatory prepayment in respect of the Bullet Repayment under the Commercial Bank
Facility agreement and hence, no cash dividend was declared for the year ended December 31, 2021.

25. CONTINGENCY

The Company has received dispute notices and correspondence against their invoices to Electricity and
Water Authority, Kingdom of Bahrain on the revenue components, primarily on water revenues related to
the capacity shortfall and delivery of non-conforming water, which is defined as water that fails to conform
to the Potable Water Delivery Specification as described in the Power and Water Purchase Agreement

("PWPA").

A total amount of USD 18,710 thousand (2021: USD 17,512 thousand) has already been deducted from
the payment of invoices billed as of December 31, 2022, which in the opinion of the Company, is not fully
in line with the PWPA. The Company is assertive of recovering the outstanding receivable partially and is
continuing its effort to resolve the disputed matters amicably with the off-taker. Nevertheless, as a matter
of prudence, the Company has made a provision for already deducted amounts in full and other potential
deductions of revenue charges.
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