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DANA GAS PJSC
Report of the Directors

The Board of Directors of Dana Gas (“Dana Gas” or the “Company”) are pleased to announce the
consolidated financial results of the Company, its subsidiaries and joint arrangements (together referred
to as the “Group”) for the year ended 31 December 2019.

Principal Activities

Dana Gas was incorporated in the Emirate of Sharjah (“Sharjah”), United Arab Emirates, as a public
Jjoint stock company on 20 November 2005 pursuant to incorporation decree number 429/2005 issued
by the Ministry of Economy.

Dana Gas is the Middle East’s first and largest private sector natural gas company. The Group currently
operates in the MENASA (Middle East, North Africa & South Asia) Region across the natural gas
value chain; from exploration and production, through gas processing and transportation, to the
distribution, marketing and utilisation of gas as feedstock and fuel to the petrochemical, industrial and
the power sectors. Since its establishment, the Company has grown to be a regional natural gas
Company with presence in the United Arab Emirates, Egypt, and the Kurdistan Region of Iraq (KRI)
and headquartered in Sharjah, United Arab Emirates.

Results for the year ended 31 December 2019

During the year, the Company earned gross revenues of USD 459 million (AED 1.68 billion) as
compared to USD 470 million (AED 1.72 billion) in 2018, a decrease of 2% due to lower realised prices
and lower levels of production in Egypt. This decline was partly offset by production increase in
Kurdistan which added USD 40 million to the top line. Realised price averaged USD 49/bbl for
condensate and USD 30/boe for LPG compared to USD 59/bbl and USD 34/boe respectively in 2018,

The Company ended the year with an average production of 66,200 barrels of oil equivalent per day
(boepd), an increase of 5% compared to last year’s production of 63,050 boepd. In Kurdistan production
increased to 31,500 from 26,650 in 2018, an increase of 18%. This increase was partly offset by a 4%
drop in production in Egypt.

Net profit for the year was USD 157 million (AED 575 million) as compared to a loss of USD 186
million (AED 682 million) in 2018. Increase in net profit was mainly due to higher other income and
lower finance cost, partly offset by provision for impairment of USD 60 million (AED 220 million)
against the Merak-1 exploration well in Block-6 Egypt. The loss in 2018 was mainly due to a one-off
non-cash impairment provision of USD 250 million (AED 916 million) recognised mainly in respect
of Zora assets.

On a like for like basis, excluding one off impairments and earn out and deferred income, profit from
core operations increased by USD 51 million (AED 187 million) to USD 115 million (AED 422
million) as compared to USD 64 million (AED 235 million) in 2018, reflecting the strong underlying
operations performance.

Earnings before interest, tax, depreciation and amortisation (‘EBITDA”) increased to USD 341 million
(AED 1,249 million) compared to USD 230 million (AED 842 million) in 2018.
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Liquidity and Financial Resources

Cash and bank balance at year-end stood at USD 425 million (AED 1,558 million), an increase of 4%
compare to year-end balance of USD 407 million (AED 1,492 million). The Group collected a total of
USD 285 million (AED 1,044 million) in 2019 with Egypt, KRI and U.A.E. contributing USD 138
million (AED 506 million), USD 139 million (AED 510 million) and USD 8 million (AED 29 million),
respectively. During the year, the Company executed a share buyback amounting to USD 9 million
(AED 33 million).

Business Update

In line with its outlined strategy, the Dana Gas Group continues to focus on maximising the value of
its existing hydrocarbon assets and projects, while pursuing growth through a strategy of organic
exploration opportunities in our heartland areas and new business development in the upstream and
midstream value chains. We continue to balance our capital expenditure with the available sources of
cash to ensure we maintain a robust financial position.

Reserves & Resources
(a) Dana Gas Egypt

Gaffney, Cline & Associates (GCA), a leading advisory firm carried out an independent evaluation of
Dana Gas Egypt’s hydrocarbon reserves as at 31 December 2019. Following this review, the Group’s
gross proved reserves (1P) as at 31 December 2019 were assessed at 49 MMboe (31 December 2018:
54 MMboe). The gross proved and probable reserves (2P) as at 31 December 2019 were estimated at
73 MMboe (31 December 2018: 89 MMboe) and the gross proved, probable and possible reserves (3P)
as at 31 December 2019 were estimated to be 106 MMboe (31 December 2018: 134 MMboe). The
decrease in reserves was on account of production during the year, which was not replaced.

(b) Pearl Petroleum Company Limited

As reported previously, Dana Gas and Crescent Petroleum, joint operators of Pearl Petroleum Company
Limited (“PPCL”), estimates that the P50 total geologically risked' resources of petroleum initially in-place
(PIIP) of the Khor Mor and Chemchemal Fields at 75 Tscf (of wet gas) and 7 billion barrels of oil.

PPCL appointed Gaftney Cline Associates to carry out a certification of the reserves for these fields as at 15
May 2019. The certification is based on the earlier work carried by GCA but updated to take into account the
current understanding of the field, production data and incorporating the recent appraisal well drilling and test
results.

In their report, GCA estimates the following reserves:

' Risked PIIP figures have been calculated by means of a stochastic aggregation using GeoX software with risk
factors accounting for geological uncertainties calibrated by surrounding producing oil and/or gas fields.
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Reserves & Resources (continued)
(b)  Pearl Petroleum Company Limited

Khor Mor

e Proved plus probable (2P) gas, condensate and LPG reserves are 6.9 Tscf, 173 MMbbl and 18 MMt,
respectively, of which Dana Gas’ 35% share equates to 2.4 Tscf of dry gas, 61 MMbbl of condensate and
6 MMt of LPG.

e Proved plus probable (2P) oil reserves of 51.3 MMbbl of which Dana Gas’ 35% share equates to 18
MMbbl

Chemchemal

e Proved plus probable (2P) gas, condensate and LPG reserves are 5.7 Tscf, 215 MMbbl and 20 MM,
respectively, of which Dana Gas’ 35% share equates to 2 Tscf of dry gas, 75 MMbbl of condensate and 7
MMt of LPG.

Dana’s share of the proved plus probable (2P) hydrocarbon reserves have increased by 10% following the
recent certification of reserves. Management’s estimate of the total share of Dana Gas is equivalent to 1,087
MMboe, up from 990 MMboe when GCA first certified the field in April 2016. This confirms that the fields
located in the KRI could be the biggest gas fields in the whole of Iraq.

The balance between these 2P reserves figures and the joint operator’s estimated risked initially in place (gas
and oil) resources (PIIP) are classified as Contingent Resources? and Prospective Resources’.

E&P Operations
(a) Egypt E&P operations

Dana Gas Egypt ended 2019 with production for the full year of operations of 12.0 MMboe i.e. averaging
33,000 boepd (2018: 12.6 MMboe, i.e. averaging 34,500 boepd), a decrease of 4% over the corresponding
year. The decline in production was mainly due to natural decline in fields and increased formation water
production from some wells of the Balsam Field. This decline was partially compensated by putting in place
production optimization strategies at the fields and plant level.

During the year, the Company completed the drilling operations at its deepwater Merak-1 well, located in 755
meters of water in the North El Arish (Block 6) Concession. The well was drilled to a total depth of 3,890
meters and encountered 36 m of sand in the Miocene objective interval but did not encounter commercial
hydrocarbons. The well was temporarily plugged and abandoned and the cost fully provided for in 2019. The
Block 6 Concession area contains at least three other independent prospects with material resource potential
that are unaffected by the Merak-1 well result.

In Egypt, the Company collected a total USD 138 million (AED 506 million) and hence realized 127% of the
year’s revenue. Out of the total, USD 97 million was received in USD Dollar, USD 36 million in equivalent
Egyptian pounds and USD 5 million in the form of offsets against payables. During the year, the Company
sold a total of 3 cargoes of condensate with average cargo volumes of 157,000 bbl and collected an amount of
USD 28 million (AED 103 million). Starting 1 July 2019, EGPC elected to purchase the full volume of
incremental condensate and provided an irrevocable letter of credit for the value of estimated incremental
condensate in 2H of 2019. An amount of USD 30 million was collected through the letter of credit during the
year. At year end, the trade receivable balance reduced by 21% to USD 111 million (AED 407 million) from
USD 140 million (AED 513 million) at end of 2018.

2 Those quantities of petroleum estimated to be potentially recoverable but not yet considered mature enough for
commercial development due to one or more contingencies.

3 Those quantities of petroleum estimated to be potentially recoverable from undiscovered accumulations by
future development projects.
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E&P Operations (continued)
(b)  Pearl Petroleum Company Limited (KRI) E&P Operations

Dana Gas’s share (35%) of gross production in the KRI for 2019 was 11.5 MMboe, i.e. averaging 31,500 boe
per day (2018 — DG Share 35%: 9.7 MMboe, averaging 26,650 boe per day), an increase of 18% when
compared with corresponding year. The increase in production was due to the full year impact of production
coming online from the debottlenecking project which was completed in quarter four of 2018.

Dana Gas share of collections for the year stood at USD 139 million (AED 510 million) and hence realised
91% of the period’s revenue. At year end, Dana Gas’ 35% share of trade receivable balance stood at USD 24
million (AED 88 million) and represents amounts due against local sales for the month of November and
December 2019.

Pearl is proceeding with the development of two world-class gas fields with in-place volumes of approximately
75 trillion cubic feet of wet gas and 7 billion bbls of oil. Pearl has continued with a multi well appraisal drilling
programme at Khor Mor and Chemchemal begun in 2018, with expansion plans to progress and grow gas
production by a further 500 MMscfd and liquids production by a further 20,000 bblpd over the coming three
years.

During the year, Pearl completed two appraisal wells in Khor Mor and one appraisal well in Chemchemal and
embarked upon and completed 5 workovers in Khor Mor. The Company’s expansion plan in the KRI is on
schedule, with delivery from the first gas train expected early in 2022. This will raise production to 650
MMscf/d from the current rate of circa 400 MMscf/d.

Earlier in the year, Pearl Petroleum signed a 20-year gas sale agreement with the KRG for the production and
sale of these incremental volumes of 250 MMscf/d of gas.

(c)  Zora Gas Field

The Zora gas field lies partly in the Sharjah Western Offshore Concession area and extends into the
adjacent Ajman Concession area with approximately 50% of the volume on each side as agreed under
the initial unitization agreement. The field produces slightly sour gas via an unmanned platform in
approximately 24 meters of water depth located about 33km offshore. The platform is connected by
means of 12” subsea and onshore pipeline system to a gas processing plant located within the Sharjah
Hamriyah Free Zone.

Production from the Zora Field averaged 1,000 boepd in 2019 (2018: 1,200 boepd). Production ceased on 3
September 2019 following instructions from Sharjah Petroleum Council upon acceptance of the
relinquishment notice. Zora onshore and offshore facilities have now been fully shutdown, with all
hydrocarbon and chemical removed, and are being kept in preservation mode.. Engineering design and project
planning is ongoing for the “Plug & Abandonment” of the SHJ-2 well.

UAE Gas Project

The UAE Gas Project to process and transport imported gas continues to await the commencement of gas
supplies from the National Iranian Oil Company (‘NIOC’) to Crescent Petroleum. Dana Gas has a 35% interest
in Crescent National Gas Corporation Limited (CNGCL) which is entitled to market the gas and owns 100%
of Saj Gas and UGTC, the entities that own the offshore riser platform, the offshore and onshore pipelines and
the sour gas processing plant to transport and process the gas.

For further updates see “Arbitration Cases”.
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E&P Operations (continued)

Egypt Gulf of Suez — Gas Liquids Extraction Plant

The Company, through its subsidiary Danagaz Bahrain, is a 26.4% owner (effective) in Egyptian Bahraini Gas
Derivative Company (Joint Venture) that has built, owns and operates a Natural Gas Liquids Extraction Plant
in Egypt in partnership with the Egyptian National Gas Company (EGAS) and the Arab Petroleum Investments
Corporation (APICORP). The plant has a capacity to process 150 mmscf/d of gas and has produced 2,050
boepd of propane (DG Share 26.4%: 541 boepd) and 472 boepd of butane (DG Share 26.4%: 125 boepd)
during the year.

Arbitration Cases

a)

b)

The Gas Sales & Purchase Contract between Dana Gas’ partner Crescent Petroleum and the National
Iranian Oil Company (‘NIOC”) for the supply of gas to the UAE has been the subject of international
arbitration since June 2009. In August 2014, Dana Gas was notified by Crescent Petroleum that the
Arbitral Tribunal has issued a Final Award on the merits, determining that the 25-year Contract between
it and NIOC is valid and binding upon the parties, and that NIOC has been in breach of its contractual
obligation to deliver gas under the Contract since December 2005.

On 18 July 2016, the English High Court finally dismissed the NIOCs remaining grounds of appeal against
the 2014 arbitration award. The 2014 arbitration award found in favour of Dana Gas’ partner Crescent
Petroleum and Crescent Gas Corporation Limited on all issues. NIOC appealed the 2014 arbitration award
to the English High Court. Most of the grounds of appeal were previously heard and dismissed by the
Court in March 2016. The finalisation of the appeal in July 2016 confirms that the 2014 award is final
and binding and that NIOC has been in breach of its gas supply obligations since 2005.

Crescent Petroleum has informed Dana Gas that the final hearing of the remedies phase against NIOC for
non-performance of the contract (including claims for damages and indemnities for third party claims up
to 2014) took place in November 2016. The final award on damages for the period 2005 to 2014 is awaited
from the Tribunal, and in the meantime Dana Gas has been informed that Crescent Petroleum has
commenced a second arbitration with a new Tribunal, to address the claims for damages from 2014 until
the end of the contract period in 2030.

The Company, together with Crescent Petroleum, commenced arbitration proceedings against MOL
Group (‘MOL’) on 20 September 2017 arising out of MOL’s conduct as a 10% shareholder in Pearl
Petroleum relating to the settlement of the arbitration with the KRG.

On 30 August 2017, the Company announced settlement of the long running dispute between itself,
Crescent Petroleum and Pearl Petroleum Company Limited (“Pear]”) and the Kurdistan Regional
Government of [raq (the “KRG”) on beneficial terms which paved the way for immediate development
of world class resources in Khor Mor and Chemchemal to maximise their potential for mutual benefit as
well as the benefit of the people of the Kurdistan Region and all of Iraq.

The Settlement Agreement with the KRG was welcomed and endorsed by Dana Gas, Crescent Petroleum,
OMYV and RWE, together holding 90% of the shares of Pearl Petroleum. MOL (a 10% shareholder of
Pearl) unreasonably sought to link its endorsement of the settlement to a renegotiation of the terms by
which it first secured its participation in Pearl back in May 2009 (namely its commitment to certain
contingent payments). MOL therefore complained about Dana Gas and Crescent Petroleum’s handling of
the settlement, expressing dissatisfaction with the outcome as compared to the alternative of pursuing a
final litigation and enforcement outcome against the KRG. MOL then issued a default notice under the
terms of the Pearl Petroleum shareholders agreement alleging that the actions of Dana Gas and Crescent
Petroleum in concluding the Settlement Agreement amounted to a breach of the Pearl Petroleum
shareholders agreement.
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Arbitration Cases (continued)

d)

Dana Gas and Crescent Petroleum rejected the allegations and the default notice, and were forced to initiate
arbitration in The London Court of International Arbitration (‘LCIA’) in order to obtain a formal
declarations to resolve these matters. The hearing of these matters took place in London over a three week
period commencing on 26 November 2018.

The Company on 14 May 2019 received an award dated 10 May 2019 from the LCIA. The Tribunal’s
award is a welcome and complete vindication for Dana Gas and Crescent Petroleum (“claimant”), finding
that they as Claimants were “overwhelmingly successful in this arbitration” and ruling in their favour on
all key points.

In dismissing all of MOL’s claim and finding that the default notices issued by MOL were invalid, the
Tribunal considered that MOL’s focus on linking the waiver of its deferred payment obligations in
exchange for endorsing the settlement was “illegitimate”. MOL was also ordered to pay all the costs of
the arbitration and 100% of the external legal costs of Dana Gas and Crescent within 30 days.

MOL Earn Out payment arbitration: The Company, together with Crescent Petroleum, commenced
arbitration proceedings against MOL Hungarian Oil and Gas Public Limited Company (‘MOL”’) on 14
February 2020 arising out of MOL’s attempts to avoid paying reserve based earn out payments to the
Company and Crescent Petroleum arising out of the terms of the Sale and Purchase agreement entered
into between the Parties in 2009, through which MOL acquired its 10% shareholding in Pearl Petroleum.

The reserve based earn out payment obligations are the same obligations which MOL sought to
illegitimately avoid in the 20 September 2017 arbitration against MOL (see note above).

The arbitration will also address the separate and additional crude oil earn out payments arising out of the
said 2009 Sale and Purchase agreement.

OMV Eamn Out payment arbitration: The Company, together with Crescent Petroleum, commenced
arbitration proceedings against OMV Upstream International GMBH (‘OMV’) on 14 February 2020
arising out of OMV’s attempts to avoid paying reserve based eam out payments to the Company and
Crescent Petroleum arising out of the terms of the Sale and Purchase agreement entered into between the
Parties in 2009, through which OMYV acquired its 10% shareholding in Pearl Petroleum.
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Mr. Said Arrata

. Mr, Shaheen Al-Mubhairi

0. Mr. Varoujan Nerguizian
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Auditors

The financial statements have been audited by PricewaterhouseCoopers.

On behalf of the Board of Directors

To the best of our knowledge, the financial information included in the report fairly presents in all
material respects the financial condition, results of operation and cash flows of the company as of, and
for, the periods presented in the periodic report.

Director
11 March 2020
























Dana Gas PJSC and Subsidiaries

CONSOLIDATED INCOME STATEMENT

For the year ended 31 December 2019

Gross Revenue
Royalties

Net revenue
Operating costs & Depletion

Gross profit

General and administration expenses
Investment and finance income
Other income

Other expenses

Impairment of oil & gas assets
Impairment of financial assets

Share of profit of a joint venture - net
Exploration expenses/write-off
Finance cost

PROFIT / (LOSS) BEFORE INCOME TAX
Income tax expense

PROFIT / (LLOSS) FOR THE YEAR

PROFIT / (LOSS) ATTRIBUTABLE TO:
- Equity holders of the parent
- Non-controlling interest

EARNINGS PER SHARE:
Basic & Diluted earnings / (loss) per share
(USD/AED per share)

Notes

w

13

15

10

11

2019 2018
USD mm AED mm USD mm AED mm
459 1,682 470 1,723
174) (638) (176) 645)
285 1,044 294 1,078
(158) (579) (154) (564)
127 465 140 513
(15) (55 (16) (59
15 55 22 81
135 495 12 44
8) 29) (22) 81
(60) (220) (248) (909)
©) (22) @ @)
) 4) 1 4
_ - (6) (22)
(16) 39) (36) (132)
171 626 (155) (568)
(14) ) €2 (114)
157 575 (186) (682)
157 575 (187) (686)
“ - 1 4
157 575 (186) (682)
0.022 0.082 0.027) (0.098)

The attached notes 1 to 35 form part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF OTHER COMPREHENSIVE INCOME
For the year ended 31 December 2019

2019 2018

USD mm AED mm USDmm  AED mm

Profit / (loss) for the year 157 575 (186) (682)

Other comprehensive income - & 5 <

Other comprehensive income for the year - - - -
TOTAL COMPREHENSIVE

INCOME / (LOSS) FOR THE YEAR 157 575 (186) (682)

ATTRIBUTABLE TO:

- Equity holders of the parent 157 575 (187) (686)

- Non-controlling interest - - 1 4

157 575 (186) (682)

The attached notes ! to 35 form part of these consolidated financial statements.
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Dana Gas PJSC and Subsidiaries

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 December 2019

2019 2018
Notes USD mm AED mm USD mm AED mm
ASSETS
Non-current assets
Property, plant and equipment 12 1,203 4,410 1,226 4,494
[ntangible assets 13 636 2,331 649 2,379
Investment property 14 22 81 22 81
[nterest in joint ventures 15 563 2,063 564 2,067
Financial assets at fair value through profit or loss 19 58 213 - -
2,482 9,098 2,461 9,021
Current assets
[nventories 17 40 147 37 136
Trade and other receivables 18 175 641 191 700
Financial assets at fair value through profit or loss 19 53 194 2 [/
Funds held for development 20 27 99 69 253
Cash and cash equivalents 21 425 1,558 407 1,492
720 2,639 706 2,588
TOTAL ASSETS 3,202 11,737 3,167 11,609
EQUITY AND LIABILITIES
Capital and reserves attributable to
equity holders of the Company
Share capital 22 1,908 6,995 1,903 6,977
Treasury shares 23 (C)) 33) - -
Legal reserve 24 132 483 116 424
Voluntary reserve 24 132 483 116 424
Retained earnings 463 1,697 443 1,624
Other reserve 25 4 15 7 26
Attributable to equity holders of the Company 2,630 9,640 2,585 9475
Non-controlling interest 2 8 2 8
Total equity 2,632 9,648 2,587 9,483
Non-current liabilities
Borrowings 26 54 198 414 1,517
Provisions 27 15 55 15 55
69 253 429 1,572
Current liabilities
Borrowings 26 402 1,474 - -
Trade payables and accruals 28 99 362 151 554
501 1,836 151 554
Total liabilities 570 2,089 580 2,126
TOTAL EQUITY AND LIABILITIES 3,202 11,737 3,167 11,609
Director - 4 Director
{1 March 2020 11 March 2020

The attached notes 1 to 35 form part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2019

2019

2018

Notes USD mm AED mm

OPERATING ACTIVITIES

Profit / (loss) before income tax 171 626

Adjustments for:
Depreciation and depletion 12 103 377
Investment and finance income 7 (15) (55)
Other income (135) (494)
Provision for impairments 66 242
Change in fair value of investment property 14 - -
Share of profit of a joint venture - net 15 1 4
Exploration expenses - -
Finance cost 9 16 59

Directors’ fee - =

207 759

Changes in working capital:

Trade and other receivables 38 139

Funds held for development 42 154

Inventories @) 1

Trade payables and accruals 17 (63)
Net cash generated from operating activities 267 978

Income tax (14) (51
Net cash flows generated from operating activities 253 927
INVESTING ACTIVITIES
Purchase of property, plant and equipment (105) (385)
Expenditure on intangible assets 13 (51 (188)
Investment and finance income received 13 48
Investment redeemed during the year - -
Net cash flows used in investing activities (143) (525)
FINANCING ACTIVITIES
Dividends paid (105) (384)
Acquisition of treasury shares 23 ® 33)
Repayment of borrowings @) (26)
Borrowings 49 180
Finance costs paid (20) (73)
Net cash flow used in financing activities 92) (336)
NET (DECREASE) / INCREASE IN CASH

AND CASH EQUIVALENTS 18 66
Cash and cash equivalents at
the beginning of the year 21 407 1,492
CASH AND CASH EQUIVALENTS AT

THE END OF THE YEAR 21 425 1,558

The attached notes 1 to 35 form part of these consolidated financial statements.

USD mm AED mm

(155) (568)
13 414
22) (81
(14) (1)
250 916

2 7
M @
6 2
36 132
@ )
213 780
102 374
71 260
3 1
43) (157)
346 1,268
G1) (114)
315 1,154
(38) (140)
(32) (117)
13 48

1 4
(56) (205)
95) (348)
(305) (1,1 18;
10 37
(70) 57)

(460) (1,686)

(201) (737)
608 2,229
407 1,492
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Dana Gas PJSC and Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019

1 Corporate information

Dana Gas PJSC (“Dana Gas” or the “Company”) was incorporated in the Emirate of Sharjah, United Arab
Emirates as a Public Joint Stock Company on 20 November 2005 pursuant to incorporation decree number
429/2005 issued by the Ministry of Economy. Dana Gas shares are listed on the Abu Dhabi Securities Exchange
(ADX).

The Company, its subsidiaries, joint operations and joint ventures constitute the Group (the “Group”). The Group
is engaged in the business of exploration, production, ownership, transportation, processing, distribution,
marketing and sale of natural gas and petroleum related products, including the development of gas related
projects and services.

The Company’s registered head office is at P. O. Box 2011, Sharjah, United Arab Emirates with presence in Cairo
(Egypt) and Kurdistan Region of Iraq.

Principal subsidiaries and joint arrangements of the Group at 31 December 2019 and 2018 and the Company’s
(direct and indirect) percentage of ordinary share capital or interest are set out below:

Subsidiaries % Country of incorporation Principal activities
Dana LNG Ventures Limited 100 British Virgin [slands Intermediate holding company of Dana Gas
Egypt
Dana Gas Red Sea Corporation 100 Barbados Holding company of Dana Gas Egypt
Dana Gas Egypt Ltd 100 Barbados Oil and Gas exploration (“Dana Gas
Egypt”) & production
Dana Gas Explorations FZE 100 UAE Oil and Gas exploration & production
Sajaa Gas Private Limited Company 100 UAE Gas Sweetening
(“SajGas”™)
United Gas Transmissions Company 100 UAE Gas Transmission
Limited (“UGTC"”)
Danagaz (Bahrain) WLL 66 Bahrain Gas Processing
Joint Operations %
Pearl Petroleum Company Limited 35 British Virgin Islands Oil and Gas exploration & production
(“Pearl Petroleum™)
UGTC/ Emarat JV 50 Unincorporated Gas Transmission
Joint Ventures %
Egyptian Bahraini Gas Derivative 264 Egypt Gas Processing
Company (“EBGDCO”)
Crescent National Gas Corporation 35 British Virgin Islands Gas Marketing
Limited (“CNGCL")
GASCITIES Ltd 50 British Virgin Islands Gas Cities
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Dana Gas PJSC and Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019

2 Summary of significant accounting policies
2.1  Basis of preparation

The consolidated financial statements have been prepared on a historical cost basis, except for investment property
and financial assets at fair value through profit or loss account that have been measured at fair value. The
consolidated financial statements are presented in United States Dollars (USD), which is the Company’s
functional currency, and all the values are rounded to the nearest million (USD mm) except where otherwise
indicated. The United Arab Emirates Dirhams (AED) amounts have been presented solely for the convenience to
readers of the consolidated financial statements. AED amounts have been translated at the rate of AED 3.6655 to
USD 1.

2.2  Statement of compliance

The consolidated financial statements of the Group have been prepared in accordance with International Financial
Reporting Standards (IFRS) and interpretations issued by the [FRS Interpretations Committee (IFRS 1C) as issued
by the International Accounting Standards Board (IASB).

The preparation of consolidated financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgment in the process of applying the Group’s
accounting policies. The areas involving a higher degree of judgment or complexity, or areas where assumptions
and estimates are significant to the consolidated financial statements are disclosed in note 3.

2.3 New and amended standards adopted by the Group

The Group has applied the following standards and amendments for the first time for their annual reporting period
commencing 1 January 2019:

. IFRS 16 Leases

. Prepayment Features with Negative Compensation — Amendments to IFRS 9

. Long-term Interests in Associates and Joint Ventures — Amendments to TAS 28
. Annual Improvements to IFRS Standard 2015-2017 Cycle

. Plan Amendment, Curtailment or Settlement — Amendments to IAS 19

. Interpretation 23 Uncertainty over Income Tax Treatments

These new standards and interpretations did not have any major impact on the accounting policies, financial
position or performance of the Group. The Group had to change its accounting policies as a result of adopting
IFRS 16 as discussed below.

IFRS 16 Leases

The Group has adopted [FRS 16 ‘Leases’ issued in January 2016, with date of initial application of 1 January 2019. The
Group has applied IFRS 16 using the modified retrospective approach and therefore comparative information is not
restated. The Group has assessed that adoption of IFRS 16 did not have any material impact on retaining earnings as at the
reporting date and has presented right-of-use assets amounting to circa USD 524,843 within ‘Property, plant and
equipment’ and corresponding lease liabilities of USD 678,475 within ‘Trade and other payables’ in the consolidated
statement of financial position.

On adoption of IFRS 16, the Group recognised lease liabilities in relation to leases which had previously been classified as
‘operating leases’ under the principles of IAS 17 Leases. These liabilities were measured at the present value of the
remaining lease payments, discounted using the lessee’s incremental borrowing rate as of 1 January 2019. The right-of-use
assets were measured at the amount equal to the lease liability, adjusted by the amount of any prepaid or accrued lease
payments relating to that lease recognised in the balance sheet as at 31 December 2018.
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Dana Gas PJSC and Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019

2 Summary of significant accounting policies (continued)
2.3 New and amended standards adopted by the Group (continued)
IFRS 16 Leases (continued)

In applying IFRS 16 for the first time, the Group has used the following practical expedients permitted by the standard:

e the use of a single discount rate to a portfolio of leases with reasonably similar characteristics;

e the accounting for operating leases with a remaining lease term of less than 12 months as at 1 January 2019 as
short-term leases; and

e the use of hindsight in determining the lease term where the contract contains options to extend or terminate the
lease

The Group has also elected not to reassess whether a contract is, or contains a lease at the date of initial application. Instead,
for contracts entered into before the transition date the Group relied on its assessment made applying [AS 17 and IFRIC 4
Determining whether an Arrangement contains a Lease.

From 1 January 2019, leases are recognised as a right-of-use asset and a corresponding liability at the date at which the
leased asset is available for use by the Group. Each lease payment is allocated between the liability and finance cost. The
finance cost is charged to profit or loss over the lease period so as to produce a constant periodic rate of interest on the
remaining balance of the liability for each period. The right-of-use asset is depreciated over the shorter of the asset’s useful
life and the lease term on a straight-line basis.

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease liabilities include the net
present value of the following lease payments:

fixed payments (including in-substance fixed payments), less any lease incentive receivable;
e  variable lease payment that are based on an index or a rate;
e amounts expected to be payable by the lessee under residual value guarantees;
the exercise price of a purchase option if the lessee is reasonably certain to exercise that option, and
e  payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that option.

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be determined, the lessee’s
incremental borrowing rate is used, being the rate that the lessee would have to pay to borrow the funds necessary to obtain
an asset of similar value in a similar economic environment with similar terms and conditions.

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

the amount of the initial measurement of lease liability;

any lease payments made at or before the commencement date less any lease incentives received,
any initial direct costs, and

restoration costs.

Payments associated with short-term leases and leases of low-value assets are recognised on a straight-line basis as an
expense in profit or loss. Short-term leases are leases with a lease term of 12 months or less. Low-value assets comprises
[T-equipment.

Until the 2018 financial year, leases of property, plant and equipment were classified as either finance or operating leases.
Payments made under operating leases were charged to profit or loss on a straight-line basis over the period of the lease.
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Dana Gas PJSC and Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019

2 Summary of significant accounting policies (continued)
2.3 New and amended standards adopted by the Group (continued)
Standards issued but not yet effective

Certain new accounting standards and interpretations have been published that are not mandatory for 31
December 2019 reporting periods and have not been early adopted by the Group.

2.4 Basis of consolidation

The consolidated financial statements comprise the financial statements of the Group and its subsidiaries as at 31
December 2019.

(a)  Subsidiaries

Subsidiaries are all entities (including structured entities) over which the Group has control. The Group controls
an entity when the Group is exposed to, or has rights to, variable returns from its involvement with the investee
and has the ability to affect those returns through its power over the investee. Subsidiaries are fully consolidated
from the date on which control is transferred to the Group. They are deconsolidated from the date the control
ceases.

Where the Group has less than a majority of the voting, or similar, rights of an investee, it considers all relevant
facts and circumstances in assessing whether it has power over an investee, including the contractual
arrangement(s) with the other vote holders of the investee, rights arising from other contractual arrangements and
the Group’s voting rights and potential voting rights. The Group reassesses whether or not it controls an investee
if facts and circumstances indicate that there are changes to one or more of the elements of control. Specifically,
the Group controls an investee if and only if the Group has:

- Power over the investee (i.e. existing rights that give it the current ability to direct the relevant activities of
the investee)

- Exposure, or rights, to variable returns from its involvement with the investee, and

- The ability to use its power over the investee to affect its returns

When the Group has less than a majority of the voting or similar rights of an investee, the Group considers all
relevant facts and circumstances in assessing whether it has power over an investee, including:

- The contractual arrangement with the other vote holders of the investee
- Rights arising from other contractual arrangements
- The Group’s voting rights and potential voting rights

The Group applies the acquisition method to account for business combinations. The consideration transferred
for the acquisition of a subsidiary is the fair values of the assets transferred, the liabilities incurred to the former
owner of the acquiree and the equity interests issued by the Group. The consideration transferred includes the fair
value of any asset or liability resulting from a contingent consideration arrangement. Identifiable assets acquired
and liabilities and contingent liabilities assumed in a business combination are measured initially at their fair
values at the acquisition date.

The Group recognises any non-controlling interest in the acquiree on an acquisition-by-acquisition basis, either
at fair value or at the non-controlling interest’s proportionate share of the recognised amounts of acquiree’s
identifiable net assets. Acquisition related costs are expensed as incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019

2 Summary of significant accounting policies (continued)
2.4  Basis of consolidation (continued)
(a)  Subsidiaries (continued)

If the business combination is achieved in stages, the acquisition date carrying value of the acquirer’s previously
held equity interest in the acquiree is re-measured to fair value at the acquisition date; any gain or losses arising
from such re-measurement are recognised in profit or loss.

Any contingent consideration to be transferred by the Group is recognised at fair value at the acquisition date.
Subsequent changes to the fair value of the contingent consideration that is deemed to be an asset or liability is
recognised in accordance with IAS 39 either in profit or loss or as a change to other comprehensive income.
Contingent consideration that is classified as equity is not re-measured, and its subsequent settlement is accounted
for within equity.

The excess of the consideration transferred, the amount of any non-controlling interest in the acquire and the
acquisition-date fair value of any previous equity interest in the acquire over the fair value of the identifiable net
assets acquired is recorded as goodwill. If the total of consideration transferred, non-controlling interest
recognised and previously held interest measured is less than the fair value of the net assets of the subsidiary
acquired in the case of a bargain purchase, the difference is recognised directly in the income statement.

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control. Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the Group loses control of the subsidiary. Assets, liabilities,
income and expenses of a subsidiary acquired or disposed of during the year are included in the statement of
comprehensive income from the date the Group gains control until the date the Group ceases to control the
subsidiary.

Profit or loss and each component of other comprehensive income are attributed to the equity holders of the parent
of the Group and to the non-controlling interests, even if this results in the non-controlling interests having a
deficit balance. When necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies into line with the Group’s accounting policies. All intra-group assets and liabilities, equity,
income, expenses and cash flows relating to transactions between members of the Group are eliminated in full on
consolidation. A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an
equity transaction.

Inter-company transactions, balances and unrealised gains on transaction between Group companies are
eliminated. Unrealised losses are also eliminated. When necessary amounts reported by subsidiaries have been
adjusted to conform to the Group’s accounting policies.

(b)  Changes in ownership interests in subsidiaries without change of control

Transactions with non-controlling interests that do not result in loss of control are accounted for as equity
transactions — that is, as transactions with the owners in their capacity as owners. The difference between fair
value of any consideration paid and the relevant share acquired of the carrying value of net assets of the subsidiary
is recorded in equity. Gains or losses on disposals to non-controlling interests are also recorded in equity.

(¢)  Disposal of subsidiaries

When the Group ceases to have control, any retained interest in the entity is remeasured to its fair value at the
date when control is lost, with the change in carrying amount recognised in profit or loss. The fair value is the
initial carrying amount for the purposes of subsequently accounting for the retained interest as an associate, joint
venture or financial asset. In addition, any amounts previously recognised in other comprehensive income in
respect of that entity are accounted for as if the Group had directly disposed of the related assets or liabilities.
This may mean that amounts previously recognised in other comprehensive income are reclassified to profit or
loss. If the Group loses control over a subsidiary, it dercognises the related assets (including goodwill), liabilities,
non-controlling interest and other components of equity while any resultant gain or loss is recognized in profit or
loss.
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