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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
0Q GAS NETWORKS SAOG

Report on the audit of the interim financial statements

Opinion

We have audited the interim financial statements of 0Q Gas Networks SAOG (the “Company"), which
comprise the statement of financial position as at 30 June 2025, and the statement of profit or loss
and other comprehensive income, statement of changes in equity and statement of cash flows for the
six months period then ended, and notes to the financial statements, including material accounting
policy information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as at 30 June 2025 and its financial performance and cash flows for
the six months period then ended in accordance with IFRS Accounting Standards as issued by the
International Accounting Standards Board (IASB).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the
audit of the financial statements section of our report. We are independent of the Company in
accordance with the International Ethics Standards Board for Accountants’ International Code of Ethics
for Professional Accountants (including International Independence Standards) (IESBA Code) together
with the ethical requirements that are relevant to our audit of the financial statements in the Sultanate
of Oman, and we have fulfilled our other ethical responsibilities in accordance with these requirements
and the IESBA Code. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters. For each matter below, our description of how our
audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the
financial statements section of our report, including in relation to these matters. Accordingly, our audit
included the performance of procedures designed to respond to our assessment of the risks of material
misstatement of the financial statements. The results of our audit procedures, including the procedures
performed to address the matters below, provide the basis for our audit opinion on the accompanying
financial statements.

A member firm of Ernst & Young Global Limited
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF

0Q GAS NETWORKS SAOG (CONTINUED)

Report on the audit of the interim financial statements (continued)

Key audit matters (continued)

" Key audit matter i
Recognition of revenue from construction

services provided under service
_concession arrangement.

How our audit addressed the key audit matter.

(Refer to Notes 2, 3.3(d) and 4 to the
financial statements.)

Our audit procedures in this area included the
following:

Inspected the agreements relating to the

The Company's operations are governed by Service Concession and price control
a concession arrangement with the framework and discussing with the Company's
Government of Sultanate of Oman (GOSO) management their review procedures

whereby the Company has the exclusive
right to “Build-Operate-Transfer (BOT)" the
Natural Gas Transportation Network
(“Infrastructure™) in the Sultanate of Oman.
Furthermore, the Company’s revenues are
reqgulated under the price control
framework established by the Authority for
Public Services Regulation (APSR).

For BOT arrangements under the scope of
IFRS Interpretations Committee (“IFRIC")
12 "Service Concession arrangement”, the
Company accounted for their construction
revenue by reference to the "allowed
return on assets” on the construction
services delivered in the construction
phase.

The Company's financial statements
include revenue from construction services
amounting to RO 33 million representing
64% of the Company'’s total revenue.

We focused on auditing the revenue from
construction services under concession
arrangement because it can be materially
affected by the assumptions and estimates
used (i.e. the estimates on projected
construction costs and the gross margin).
The process of recognizing these costs and
revenues involves significant management
judgment and estimates, particularly
concerning the percentage of completion
of construction projects.

A member firm of Ernst & Young Global Limited

exercised thereon.

Understood and evaluated the management's
policies, key controls and processes in
allocation of the considerations for the
construction of the infrastructure among the
different services as provided by the
Company under concession arrangement.

Assessed the reasonableness of the key
assumptions and estimates as applied by
management in determining the amounts of
construction services revenue by comparing
the projected construction costs as estimated
by management against the total approved
budget costs and inspected the relevant
signed construction contracts on a sample
basis.

Performed test of details on construction cost
samples, ensuring documentation accuracy
and adherence to accounting policies and
completion calculations.

Tested the mathematical accuracy of the
calculations of the amounts of construction
services revenue recognized by the Company.

Based on our audit procedures, we found the key
assumptions and estimates used by management

in determining the

recognition amount of

construction services revenue to be supportable
by the evidence obtained and procedures
performed.



EY

Shape the future
with confidence

INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
0Q GAS NETWORKS SAOG (CONTINUED)

Report on the audit of the interim financial statements (continued)

Other information
Management is responsible for the other information. Other information consists of the Management's
report.

Our opinion on the interim financial statements does not cover the other information and we do not
and will 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 be materially
misstated. If, based on the work we have performed on the other information obtained prior to the date
of the auditor's report, we conclude that there is a material misstatement of this other information, we
are required to report that fact. We have nothing to report in this regard.

Responsibilities of management and Audit Committee for the financial statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS Accounting Standards and their preparation in compliance with the relevant
requirements of the Commercial Companies Law of 2019 and the Financial Services Authority (the
“FSA™) of the Sultanate of Oman, and for such internal control as management determines is necessary
to enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, management 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 management either intends to liquidate the Company or
to cease operations, or has no realistic alternative but to do so.

Audit Committee is responsible for overseeing the Company’s financial reporting process.

Auditor’s responsibilities for the audit of the financial statements

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

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

A member firm of Ernst & Young Global Limited
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
0Q GAS NETWORKS SAOG (CONTINUED)

Report on the audit of the interim financial statements (continued)

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

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 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 management.

Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the 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 auditor’s report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’'s report. However, future events or conditions
may cause the 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 @ manner that achieves fair presentation.

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

We also provide Audit Committee with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, actions
taken to eliminate threats or safeguards applied.

From the matters communicated to Audit Committee, we determine those matters that were of most
significance in the audit of the financial statements of the current period and are therefore the key
audit matters. We describe these matters in our auditor’s report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, we determine that a

A member firm of Ernst & Young Global Limited
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
0Q GAS NETWORKS SAOG (CONTINUED)

Report on the audit of the interim financial statements (continued)
Auditor's responsibilities for the audit of the financial statements (continued)

matter should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Report on other legal and requlatory requirements

We report that the financial statements comply, in all material respects, with the relevant requirements
of the Commercial Companies Law of 2019 and FSA of the Sultanate of Oman.

Imtiaz Ibrahim o ?
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0OQ Gas Networks SAOG

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

For the three months and six months period ended 30 June 2025

Income
Revenue
Finance income
Other income

Expenses

Construction costs
Operating expenses
Administrative expenses
Finance costs

Profit before tax
Taxation

Profit for the period

Other comprehensive loss

Items that will not be

reclassified to profit or loss

Defined benefit obligation

Other comprehensive
loss for the period

Total comprehensive
income for the period

Basic and diluted earnings

per share (Baizas)

Notes

11

27

For the three months

For the six months

period ended 30 June period ended 30 June
2025 2024 2025 2024
RO RO RO RO
(Unaudited) (Unaudited) Audited Audited
33,461,971 20,654,085 51,138,993 36,841,521
19,151,420 18,844,478 38,544,688 38,147,821
251,651 4,487,689 451,060 6,140,529
52,865,042 43,986,252 90,134,741 81,129,871
(22,579,602) (10,690,443)  (30,566,383) (17,212,660)
(6,893,072) (6,745,105) (13,053,595) (12,830,897)
(2,986,220) (3,573,447) (5,973,005) (5,997,267)
(5,591,764) (6,319,291) (10,920,243) (12,655,241)
(38,050,658) (27,328,286)  (60,513,226) (48,696,065)
14,814,384 16,657,966 29,621,515 32,433,806
(2,059,367) (2,556,379) (4,269,879) (4,764,996)
12,755,017 14,101,587 25,351,636 27,668,810
(41,769) (83,167) (41,769) (83,167)
(41,769) (83,167) (41,769) (83,167)
12,713,248 14,018,420 25,309,867 27,585,643
295 3.26 5.86 6.39




OQ Gas Networks SAOG

STATEMENT OF FINANCIAL POSITION

As at 30 June 2025

Assets

Non-current assets
Capital work in progress
Concession receivables
Contract assets
Right-of-use assets
Investment property
Deferred tax asset

Current assets
Concession receivables
Inventories

Trade and other receivables
Cash and cash equivalents

Total assets

Equity and Liabilities

Equity

Share capital

Treasury shares

Reserve on trading of treasury shares
Legal reserve

Actuarial reserve

Retained earnings

Total equity

Liabilities

Non-current liabilities

Term loan

Employees’ end of service benefits
Lease liabilities

Deferred income
Deferred tax liabilities

Current liabilities

Term loan

Lease liabilities

Trade and other payables

Total liabilities
Total equity and liabilities

Notes

12
13
13
14
15
11

13
16
17
18

19
19
19
19

20
21.2
22
23
11

20
22
24

30 June 31 December

2025 2024
RO RO
Audited Audited
974,365 940,337
966,343,340 909,265,346
76,045,353 117,045,327
8,783,901 9,372,503
3,597,816 3,670,288
8,754,155 7,195,979
1,064,498,930 1,047,489,780
31,428,288 30,869,283
2,972,477 2,968,613
16,969,747 13,684,135
24,688,866 15,816,311
76,059,378 63,338,342

1,140,558,308

1,110,828,122

433,062,392 433,062,392
(290,549) -
(36,566) -
43,445,906 40,910,742
33,952 75,721
153,290,808 151,781,006
629,505,943 625,829,861
359,308,024 345,669,934
424,680 578,153
9,827,940 10,448,558
5,256,058 5,262,377
66,271,387 60,443,332
441,088,089 422,402,354
9,267,800 9,267,800
522,357 198,210
60,174,119 53,129,897
69,064,276 62,595,907
511,052,365 484,998,261

1,140,558,308 1,110,828 122

These financial statements were approved by the Company's Board of Directors on 14

September<§5 angdrsigned on their behalf by:

I,

Chaitfan

SR

Board Member
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0Q Gas Networks SAOG

STATEMENT OF CASH FLOWS
For the six months period ended 30 June 2025

Notes

OPERATING ACTIVITIES
Profit before tax
Adjustments for:
Depreciation
(Reversal)/ provision for obsolete inventories 16
Provision for employees’ end of service benefits 21
Income on concession assets - net of billed during the

period 6
Deferred income 23
Interest income on call accounts and short term deposits 6
Exchange gain
Finance costs 10
Operating cash flows before working capital changes
Working capital changes:
Inventories
Trade and other receivables
Trade and other payables
Cash generated from operations
Employees’ end of service benefits paid 21
Interest paid
Interest income received on fixed deposits 6
Receipt of connection fee 23
Net cash generated from operating activities
INVESTING ACTIVITIES
Additions in capital work in progress 12
Additions in contract asset 5.1
Net cash used in investitng activities
FINANCING ACTIVITIES
Repayment of term loan 20
Proceeds from term loan 20
Net movement in treasury shares 19
Dividends paid 19
Payment of lease liabilities 22
Net cash used in financing activities
Net increase/ (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the period 18
Cash and cash equivalents at the end of the period 18

30 June 30 June
2025 2024
RO RO
Audited Audited
29,621,515 32,433,806
453,234 524,590
(789) 1,092
38,050 48,953
16,131,535 16,286,975
(68,825) (24,342)
(398,681) (388,190)
- (347,749)
10,920,243 12,655,241
56,696,282 61,190,376
(3,075) (77,902)
(3,105,541) (841,946)
4,643,200 (19,438,077)
58,230,866 40,832,451
(233,292) -
(10,323,747) (11,800,092)
398,681 388,190
62,506 697,669
48,135,014 30,118,218
(34,028) -
(30,566,383) (17,212,660)
(30,600,411) (17,212,660)
(4,633,900) (4,633,900)
18,000,000 35,000,000
(327,115) -
(21,306,670) (43,999,785)
(394,363) (392,716)
(8,662,048) (14,026,401)
8,872,555 (1,120,843)
15,816,311 23,770,963
24,688,866 22,650,120




0Q Gas Networks SAOG

NOTES TO THE FINANCIAL STATEMENTS
For the six months period ended 30 June 2025

1 CORPORATE INFORMATION

OQ Gas Networks SAOG (“the Company”) was incorporated as a closely held joint-stock company
under the Commercial Companies Law of Oman on May 23, 2000. On October 24, 2023, the Company
was listed on the Muscat Stock Exchange (MSX) following the OQ SAOC'’s (Parent Company) decision
to undertake a secondary sale of up to 49% of its shares through an Initial Public Offering (IPO). Since
2023, the Parent Company, which is wholly owned by the Government of the Sultanate of Oman via the
Oman Investment Authority (“OIA” / “Ultimate Parent Company”), retains a 51% ownership stake in the
Company.

The Company's operations were initially governed by the Concession Agreement dated August 22,
2000, ratified by Royal Decree 78/2000 on August 28, 2000. From January 1, 2018, a new revenue and
tariff mechanism, the Regulatory Asset Base (RAB), was introduced via an amendment to the August
22, 2000 Tariff and Transportation Agreement ("Amended TTA”). On June 9, 2020, the Company
signed an Amended Concession Agreement with the Government of the Sultanate of Oman, which was
ratified on October 28, 2020 by Royal Decree 122/2020. This Amended Concession Agreement, which
supersedes the Amended TTA, maintains the same terms for determining and charging transportation
charges, resulting in no change to the accounting treatment.

The Company’s objective is to acquire, construct, operate, maintain, repair and augment gas
transportation pipelines and perform other activities relating to the gas transportation.

The Company holds 100% ownership of Energy Infrastructure Company LLC (“EIC”) (Previously Gas
Transmission Company LLC ("GTC")) registered in the Sultanate of Oman which is non-operational
and hence not consolidated. The Company plans to use EIC to conduct any non-regulated business in
the future.

2 SIGNIFICANT AGREEMENTS

21 Concession agreement

Amended Concession Agreement

On June 9, 2020, the Government of Sultanate of Oman (the “Government” or “GOSQ”), acting through
the Ministry of Energy and Minerals (MEM) and the Ministry of Finance (MOF), entered into an
Amended Concession Agreement (the “Concession Agreement”) with the Company (acting as an
“Operator”) to regulate the Natural Gas Transportation Network which mainly consists of gas
transportation pipelines, gas supply stations and compressor stations.

As per the terms of the Concession Agreement, the Company will:

- design, finance, construct, acquire and own Natural Gas Transportation Network (“the
Concession assets” or “Infrastructure” or “Regulated Asset Base” or “NGTN”);

- maintain and repair the NGTN;

- protect the NGTN against all external interferences including physical and cyber related;

- use the NGTN to transport gas on behalf of MEM (the “Shipper”) to the industrial consumers of
the gas in Oman;

- connect new customers to the NGTN; and

- undertake all other technical and operational tasks to ensure the efficient operation of the NGTN.

In return, the Company charges a cost reflective tariff to the Shipper based on:

- apre-determined rate of return on the Regulated Asset Base;




0Q Gas Networks SAOG

NOTES TO THE FINANCIAL STATEMENTS
For the six months period ended 30 June 2025

2 SIGNIFICANT AGREEMENTS (continued)

21 Concession agreement (continued)
Amended Concession Agreement (continued)

- an allowance for depreciation of the Regulated Asset Base; and
- an allowance to cover the operating expenses and pass through cost.

The term of the Concession Agreement is 50 years. At the end of the term of the Concession
Agreement, the Infrastructure will be transferred to the Government against purchase consideration
equal to the higher of gross value of Regulated Asset Base or the outstanding debt.

In 2023, MEM transferred their rights and obligations under the Concession Agreement to Integrated
Gas Company (“IGC”), a state-owned company. Following the transfer, IGC started acting as the
Shipper under the Concession Agreement.

The following key documents form part of the Concession Agreement:

RAB Revenue Rules
These rules describe the Price Control / Tariff Setting process, provide regulatory accounting
guidelines and provide the computation mechanism of maximum allowed revenues.

RAB Tariff Rules

These rules focus on cost reflectivity and a stable tariff development and establish gas transportation
tariff charges payable by the shippers and connected parties by reference to maximum allowed
revenues.

Price Control Regulation

The Company's revenue is regulated under the price control framework established by the Authority for
Public Service Regulation (APSR). The current Price Control Regulation 3 (PC3) agreement is effective
from January 1, 2024, through December 31, 2027.

Transportation Framework Agreement (“TFA”)

TFA entered between the Company (as gas transporter) and the MEM (as the Shipper). The purpose of
TFA is to establish the contractual framework between the Company and the Shipper making the
Transportation Code binding.

Previous Concession Agreement

The Previous Concession Agreement with the Government of the Sultanate of Oman was for a period
of 27 years starting from 22 August 2000. Under the Previous Concession Agreement, the Company
was granted a concession for the construction, ownership, operation and maintenance of two gas
pipelines from Fahud to Sohar and from Saih Rawl to Salalah and the ownership, operation and
maintenance of the Government Gas Transportation System. Under the Previous Concession
Agreement, the Company was operating as an Agency of the Government. The terms of the Previous
Concession Agreement have been amended by the Concession Agreement to implement fully the RAB
structure.

2.2 Asset transfer agreements

The Company entered into an asset transfer agreement (the “Asset Transfer Agreement” or “ATA”) with
the Government of the Sultanate of Oman dated 13 May 2018, whereby the Company acquired the
ownership of gas transportation facilities from the Government with effect from 1 January 2018 for a
purchase price of RO 288,344,063 of which RO 174,821,600 was settled by issuing the shares to the
Company’s shareholders and remaining was settled in cash.

10



0Q Gas Networks SAOG

NOTES TO THE FINANCIAL STATEMENTS
For the six months period ended 30 June 2025

2 SIGNIFICANT AGREEMENTS (continued)

2.2 Asset transfer agreements (continued)
The Company entered into two separate ATAs with the Government of the Sultanate of Oman effective
from 1 July 2019 and 30 December 2019 for purchase of gas transportation pipeline system and
ancillary assets at a purchase price amounting to RO 183,669,552 and RO 42,616,114 respectively. As
per the ATAs, 50% of the purchase price was settled by issuing the shares to the Company's
shareholders and remaining was settled in cash.

The Company entered into an ATA on 3 August 2023 to acquire infrastructure assets from a related
partv for purchase price amountina to RO 16.828.427.

3 ACCOUNTING POLICIES

3.1 Basis of preparation

These financial statements are prepared in accordance with International Financial Reporting
Standards (IFRS) as issued by IASB, and the applicable requirements of the Commercial Companies
Law of Oman 2019 and Ministerial Decision 146/2021 issuing Commercial Companies’ Regulations
and the applicable requirements of Financial Services Authority (FSA). These financial statements
have been prepared on historical cost basis except for end of service benefits which have been
measured at present value of defined benefit obligation based on actuarial valuation.

3.2 Adoptions of new and revised International Financial Reporting Standards (IFRS)

New standards, interpretations and amendments adopted by the Company

New standards, amendments to standards and interpretations effective for the periods beginning on or
after 1 January 2025 are set out below.

Lack of exchangeability - Amendments to IAS 21

The amendments to IAS 21 The Effects of Changes in Foreign Exchange Rates specify how an entity
should assess whether a currency is exchangeable and how it should determine a spot exchange rate
when exchangeability is lacking. The amendments also require disclosure of information that enables
users of its financial statements to understand how the currency not being exchangeable into the other
currency affects, or is expected to affect, the entity’s financial performance, financial position and
cashflows.

The above amendments had no impact on the Company'’s financial statements.

New and amended IFRSs in issue but not yet effective

The new and amended standards and interpretations that are issued, but not yet effective, up to the
date of issuance of the Company’s financial statements are disclosed below. The Company intends to
adopt these new and amended standards and interpretations, if applicable, when they become
effective.

IFRS 18, Presentation and disclosure in financial statements. Effective date of this standard is annual
periods beginning on or after 1 January 2027. The new standard introduces the following key
requirements:

- Companies are required to classify all income and expenses into five categories in the statement
of profit or loss, namely operating, investing, financing, discontinued operations and income tax
categories. Entities are also required to present a newly-defined operating profit subtotal.
Company’s net profit will not change.
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NOTES TO THE FINANCIAL STATEMENTS
For the six months period ended 30 June 2025

3 ACCOUNTING POLICIES (continued)

3.2 Adoptions of new and revised International Financial Reporting Standards (IFRS)
(continued)
New and amended IFRSs in issue but not yet effective (continued)

- Management-defined Performance Measures (MPMs) are disclosed in a single note in the
financial statements.

- Enhanced guidance is provided on how to group information in the financial statements.

In addition, all entities are required to use the operating profit subtotal as the starting point for the
statement of cashflows when presenting operating cash flows under the indirect method.

The Company is still in the process of assessing the impact of new standard on the Company’s
statement of profit or loss, the statement of cash flows and the additional disclosures required for
MPMs.

The following new and amended accounting standards are not expected to have any significant impact
on the Company’s financial statements.

- Classification and measurement of financial instruments (amendments to IFRS 9 and IFRS 7)
- Annual Improvements to IFRS Accounting Standards (Volume 11)
- Subsidiaries without public accountability (IFRS 19)

3.3 Summary of accounting policies

(a) Measurement of 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, regardless of whether that price is
directly observable or estimated using another valuation technique.

For financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 based on
the degree to which the inputs to the fair value measurements are observable and the significance of
the inputs to the fair value measurement in its entirety, which are described as follows:

(i) Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities
that the entity can access at the measurement date;

(i)  Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable
for the asset or liability, either directly or indirectly; and

(i)  Level 3 inputs are unobservable inputs for the asset or liability.

(b) Functional and presentation currency

These financial statements are presented in Omani Rials (RO), which is the Company’s functional and
presentation currency. The principal accounting policies applied in the preparation of these financial
statements are set out below. These policies have been consistently applied to all the years presented,
unless otherwise stated.

(c) Service concession arrangement
As disclosed in note 2 of these financial statements, during 2020, the GOSO acting through the MEM
has entered into a Concession Agreement with the Company.

Management has evaluated the applicability of IFRIC 12 and concluded that the concession agreement
falls within the purview of the "financial assets" model as defined in IFRIC 12.
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0Q Gas Networks SAOG

NOTES TO THE FINANCIAL STATEMENTS
For the six months period ended 30 June 2025

3 ACCOUNTING POLICIES (continued)

3.3 Summary of accounting policies (continued)

(c) Service concession arrangement (continued)

IFRIC 12 applies to public service concession contracts in which the grantor of the concession controls/
regulates:

- any residual interest over the infrastructure at the end of the contract.

The Company’s concession agreement is covered by IFRIC 12 for the following reasons:
(i) the Company has a service concession agreement signed with Government of Oman for a 50-
(i)  the Company renders transport services through utilization of NGTN;

(i)  the grantor controls the services rendered and the conditions under which they are rendered,
through the regulator APSR; and

(iv) the assets used to render the services revert to the conceding entity at the end of the concession
period.

(i) Financial asset model — when the operator has the unconditional contractual right to receive
cash or other financial asset from the grantor;

(ii) Intangible asset model — when the operator receives from the conceding entity the right to collect
a tariff based on use of the structure;

Bifurcated/ mixed model —when the concession includes simultaneously commitments of
guaranteed remuneration by the grantor and commitme

Management decided that the most suitable model for its concession agreement is the financial asset
model as the company has unconditional right to receive the cash for the construction services and
there is no demand risk. As disclosed in note 2, the Company receives return on assets based on a pre-
determined rate of return and an allowance for depreciation of the assets which is not dependent on
the utilization of the assets.

In accordance with the requirements of the IFRIC 12, the Company recognised the assets recorded
under the old arrangement as property, plant and equipment, as financial asset. The financial asset is
increased by the various projects relating to the concession being recorded based on construction
revenue, acquisition of infrastructure assets, finance income recognised using the effective interest rate
method on the financial asset, and decreased by the payments received from the grantor. The financial
asset is accounted for in line with the accounting policies stated below relating to the financial assets.

Contract asset
A contract asset is initially recognised for revenue earned from construction services. Upon completion
of construction, the amount recognised as contract assets is reclassified to concession receivables.

Contract liability

A contract liability is recognised if the payments received or payments due (whichever is earlier) from
the grantor exceed the revenue which the Company is entitled to under RAB revenue rules re-
calculated based on the actual cost drivers.



