Independent auditor’s report to the shareholders of Dana Gas
PJSC
Report on the audit of the consolidated financial statements
Our opinion
In our opinion, the consolidated f inancial statements present f airly, in all material respects, the
consolidated f inancial position of Dana Gas PJSC (the “Company”) and its subsidiaries (together the
“Group”) as at 31 December 2020, and its consolidated f inancial performance and its consolidated
cash f lows for the year then ended in accordance with International Financial Reporting Standards.
What we have audited
The Group’s consolidated financial statements comprise:
●

the consolidated income statement for the year ended 31 December 2020;

●

the consolidated statement of other comprehensive income for the year then ended;

●

the consolidated statement of financial position as at 31 December 2020;

●

the consolidated statement of cash flows for the year then ended;

●

the consolidated statement of changes in equity for the year then ended; and

●

the notes to the consolidated financial statements, which include significant accounting policies and
other explanatory information.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are f urther described in the Auditor’s Responsibilities for the
audit of the consolidated financial statements section of our report.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.
Independence
We are independent of the Group in accordance with the International Code of Ethics for Professional
Accountants (including International Independence Standards) issued by the International Ethics
Standards Board f or Accountants (IESBA Code) and the ethical requirements that are relevant to our
audit of the consolidated f inancial statements in the United Arab Emirates. We have f ulfilled our other
ethical responsibilities in accordance with these requirements and the IESBA Code.

Our audit approach
Overview
Key Audit Matters

●
●

●
●

Carrying value of UAE Gas Project assets and legal arbitration
Estimation of fair value of financial assets at fair value through profit or
loss
Impairment assessment of Goodwill and Oil and Gas interests
Accounting for certain interests of Dana Gas Egypt as assets held for
sale
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Independent auditor’s report to the shareholders of Dana Gas
PJSC (continued)
Our audit approach (continued)
Overview (continued)
As part of designing our audit, we determined materiality and assessed the risks of material
misstatement in the consolidated financial statements. In particular, we considered where management
made subjective judgements; f or example, in respect of significant accounting estimates that involved
making assumptions and considering future events that are inherently uncertain. As in all of our audits,
we also addressed the risk of management override of internal controls, including among other matters
consideration of whether there was evidence of bias that represented a risk of material misstatement
due to f raud.
We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion
on the consolidated financial statements as a whole, taking into account the structure of the Group, the
accounting processes and controls, and the industry in which the Group operates.
Key audit matters
Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in
the context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.
Key audit matter
Carrying value of UAE Gas Project assets and legal
arbitration
The Group’s consolidated statement of f inancial
position includes UAE Gas Project assets as at 31
December 2020 comprising of:
a) Property, plant and equipment of USD 207
million (note 13);
b) intangible assets of USD 289 million (note
14b); and
c) investment in joint venture of USD 553 million
(note 16),
collectively “the UAE Gas Project assets”
(Note 3.1)

How our audit addressed the Key audit matter

Our procedures in relation to management’s
assessment of the recoverability of the UAE
Gas Project assets included:
• Inspecting legal documents including the
decision of the English High Court of July
2016 relating to dismissal of the NIOC
challenge of the Award, discussing the
progress and status with the Group’s legal
department, and inspecting the legal
advice provided to management by
external lawyers involved in the arbitration;
• Assessing management’s assumptions
around the probability of receipt of the
As disclosed in Note 3, management has determined
award and whether the award will be
that the carrying value of the UAE Gas Project assets
sufficient to cover damages from losses;
depends on the commencement of gas supplies by the • Assessing management’s judgement in
National Iranian Oil Company (“NIOC”) to Crescent
respect of supply of gas and supply
Petroleum, which is in turn dependent upon the final
volumes;
Tribunal Award on the damages claim against NIOC • Comparing management’s hydrocarbon
and the resultant share of Dana Gas.
price assumptions f or reasonableness
against third party f orecasts, peer
We f ocused on this area because it is fundamental to
inf ormation, contractual arrangements and
users’ understanding of the consolidated f inancial
relevant market data;
statements considering the following facts:
• Assessing the reasonableness of the
a) the amounts relating to the UAE Gas Project
discount rates used in impairment tests
assets are material to the consolidated
with input from PwC valuation experts;
f inancial statements;
b) continued delay in commencement of gas
supplies has prompted a key supplier of the
Group to initiate arbitration proceedings
against the ultimate supplier;
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Independent auditor’s report to the shareholders of Dana Gas
PJSC (continued)
Our audit approach (continued)
Key audit matter (continued)
Carrying value of UAE Gas Project assets and legal
arbitration (continued)
c) the uncertainty surrounding the amount and
timing of the damages award f rom the first
arbitration and the outcome of the second
arbitration; and
d) management had to exercise judgement and
make assumptions on a number of uncertain
f actors and events, including the supply of gas
by NIOC, the final outcome of the arbitration,
timing of cash flows, pricing, and discount rate.

Estimation of fair value of financial assets at fair value
through profit or loss
As disclosed in Note 20 to the consolidated financial
statements, the Group has financial assets at fair value
through profit or loss of USD 98 million at 31 December
2020. These assets arise from certain reserve based
earn out entitlements f rom Joint Operations Partners
MOL Hungarian Oil and Gas Public Limited Company
(‘MOL’), OMV Upstream International GMBH (‘OMV’)
and certain confined payments f rom RWE. Estimating
the f air value of these assets is a complex process and
involves a high estimation uncertainty. In February
2020, the Group together with Crescent Petroleum
commenced arbitration proceedings against MOL and
OMV due to their attempts to avoid paying reserve
based earn out payments to the Group and Crescent
Petroleum arising out of the terms of the Sale and
Purchase agreement entered into between the Parties
in 2009 through which both MOL and OMV, acquired
their respective 10% shareholding in Pearl Petroleum.
We f ocused on this area because the financial asset
balances are material to the consolidated f inancial
statements and the recognition of financial assets at fair
value through profit or loss requires significant
judgements and estimates undertaken by management.
Key estimates in management’s fair value model are
probability of collection and discount rates.
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How our audit addressed the Key audit matter
• Inspecting publicly available information
of a case involving Iran in international
arbitrations, Iran's adherence to the
decisions by courts, form and timing of
related settlements; and
• Assessing the adequacy of the related
disclosures in the consolidated financial
statements, including management’s
judgements surrounding the carrying
value of the assets and the uncertainty
over the amount and timing of the
damages award from the first arbitration
and the outcome of the second
arbitration.

Our
procedures in
relation to
management’s assessment of the fair
value of financial assets included:
• Assessing
reasonableness
of
management’s rationale for concluding
on the probability of the collection,
reviewing the cash received during the
year and reviewing independent external
legal confirmations for disputes from Joint
Operations Partners;
• Inspecting legal documents related to the
f iling of the arbitration;
• Independently
assessing
the
reasonableness of discount rates used in
the model with input from PwC valuation
experts; and
• Assessing the adequacy of the related
disclosures in the consolidated financial
statements, including management’s
judgements and estimation uncertainty
surrounding the carrying value of the
assets.

Independent auditor’s report to the shareholders of Dana Gas
PJSC (continued)
Our audit approach (continued)
Key audit matter (continued)
Impairment assessment of Goodwill and Oil &
Gas interests
As at 31 December 2020, the Group has goodwill
of USD 145 million (note 14) relating to Egyptian
assets and tangible oil and gas interests of USD
428 million (note 13). As required by IAS 36
‘Impairment of Assets’, management performed
an annual impairment test of Goodwill and
tangible Oil and Gas Interests with value in use
model supported by an independent expert’s
reserve report.
We f ocused on this area because of the
materiality of the balances, and because it
requires significant management judgements
and assumptions that are affected by f uture
market
conditions,
particularly
f uture
hydrocarbon prices, commercial recoverability of
resources from prospects considered for goodwill
evaluation, expected reserves amount and
macro-economic conditions.
Key estimates in management’s impairment test
are judgement around hydrocarbon price
assumptions, discount rates, production
f orecasts and f uture capital and operational
costs.

How our audit addressed the Key audit matter
Our procedures in relation to management’s
assessment of the recoverability of goodwill and
oil & gas assets included:
• Comparing management’s hydrocarbon price
assumptions against third party forecasts, peer
inf ormation, contractual arrangements and
relevant market data to determine whether the
price assumptions were within the range of such
f orecasts;
• Assessing the reasonableness of the discount
rates used in impairment tests with input from
PwC valuation experts;
• Inspecting reports provided by external experts
and assessing their scope of work and
conclusions, assessing the competence,
capability and objectivity of external reserve
experts;
• Reviewing reserves estimation methods
applied by the experts;
• Comparing production f orecasts and proved
and probable reserves to reserve reports and
our understanding of the life of fields, performing
a look-back analysis to check for indications of
bias over time.
• Verifying estimated f uture capital and
operational costs by comparison to the
approved budgets and assessed them with
ref erence to field production forecasts; and
• Assessing the adequacy of the Group’s
disclosures in relation to impairment,
assumptions to which the outcome of the
impairment test is most sensitive, that is, those
that have the most significant effect on the
determination of the recoverable amount of oil
and gas assets and goodwill, which are
disclosed in note 3 to the consolidated financial
statements.
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Independent auditor’s report to the shareholders of Dana Gas
PJSC (continued)
Our audit approach (continued)
How our audit addressed the Key audit
matter

Key audit matter (continued)
Accounting for certain interests of Dana Gas Egypt as assets
held for sale
As at 31 December 2020, the Group’s consolidated statement
of financial position includes assets of USD 156 million and
liabilities of USD 46 million related to Dana Gas Egypt assets
that are classified as held for sale as at 31 December 2020 and
recognised at the lower of carrying value and fair value less
costs to sell (FVLCS).
In accordance with IFRS 5 – ‘Non-current Assets Held for
Sale and Discontinued Operations’, management is carrying
these assets at the lower of carrying value and FVLCS.
We f ocused on this area because of the materiality of the
balances to the consolidated f inancial statements, and
because the classification and measurement of assets held
f or sale requires judgements and estimates.
Key estimates in management’s fair value model are affected
by movements in working capital, changes in oil prices and
actual production.
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Our procedures in relation to
management’s assessment of the
accounting f or certain interests of
Dana Gas Egypt as assets held for
sale included:
• Reviewing the minutes of the
meetings of the Board of Directors;
• Reviewing the signed Sale and
Purchase Agreement (SPA)
between the Buyer and Dana Gas;
• Assessing the reasonableness of
the f air value model and discount
rate used in measuring the f air
value with input from PwC valuation
experts; and
• Assessing the adequacy of the
related disclosures in
the
consolidated financial statements.

Independent auditor’s report to the shareholders of Dana Gas
PJSC (continued)
Other information
Management is responsible for the other information. The other information comprises of the Report of
the Directors (but does not include the consolidated f inancial statements and our auditor’s report
thereon), which we obtained prior to the date of this auditor’s report, and the Group’s 2020 Annual report,
which is expected to be made available to us after the date of our auditor’s report.
Our opinion on the consolidated f inancial 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 consolidated f inancial statements, our responsibility is to read the
other inf ormation identified above and, in doing so, consider whether the other information is materially
inconsistent with the consolidated f inancial 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 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.
When we read the Group’s 2020 Annual report, if we conclude that there is a material misstatement
therein, we are required to communicate the matter to those charged with governance and report the
f act.

Responsibilities of management and those charged with governance for the
consolidated financial statements
Management is responsible f or the preparation and f air presentation of the consolidated f inancial
statements in accordance with International Financial Reporting Standards and their preparation in
compliance with the applicable provisions of the UAE Federal Law No. (2) of 2015, and for such internal
control as management determines is necessary to enable the preparation of consolidated f inancial
statements that are f ree from material misstatement, whether due to fraud or error.
In preparing the consolidated f inancial statements, management is responsible f or assessing the
Group’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 Group or to cease operations, or has no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Group’s financial reporting process.
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Independent auditor’s report to the shareholders of Dana Gas
PJSC (continued)
Auditor’s responsibilities for the audit of the consolidated financial statements
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are f ree 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 f rom 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 consolidated financial statements.
As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
prof essional scepticism throughout the audit. We also:
●

Identif y and assess the risks of material misstatement of the consolidated f inancial statements,
whether due to f raud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to p rovide a basis for our opinion. The risk
of not detecting a material misstatement resulting f rom f raud is higher than f or one resulting from
error, as f raud may involve collusion, f orgery, 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
ef f ectiveness of the Group’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 Group’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 consolidated 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, f uture events or conditions may cause the Group to
cease to continue as a going concern.

●

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

●

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated f inancial statements. We are
responsible for the direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with those charged with governance 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 those charged with governance 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.
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