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DRAGON LNG GROUP LIMITED

Strategic Report .
- for the year ended 31 December 2021

The directors present their strategic report for the year ended 31 December 2021,
Business background and ownership

Dragon LNG Group Limited is a joint venture between BG Energy Holdings Limited (BGEH) - a UK registered
_ company controlled by Royal Dutch Shell plc, and Ancala LNG Limited - a UK registered company owned by

_investment funds managed by Ancala Partners LLP, who each own 50% of the issued share capltal The
company owns 100% of Dragon LNG Limited.

 Dragon LNG Limited owns and oper: ates a liquefied natural gas (“LNG”) import and storage terminal in Mllford
Haven, West Wales.

Dragon LNG Limited has signed-a twenty year Throughput Agreement with its customers Shell Energy Europe
Limited and Pétronas Energy Trading Limited who each have access to 50% of the terminal capacity. This
agreement commenced in 2009. Subject to maintaining the operational availability of the terminal, this largely
fixes the group’s main revenue stream over this period.

Reyiew of the business ' .

To further improve the reliability-and availability of the terminal and to improve safety, a plant turnaround was
completed during the year to install new valves and refurbish some of the existing valves. This was completed
safely and within budget.

Work also commenced on the development of renewable electricity generation assets through Milford Energy
Limited. Subject to obtaining the necessary planning consents it is hoped that generation can commence during
2022. The electricity generated will be sold to Dragon LNG Limited, with any surplus exported to the grid.

Revenue increased by £5.5m (7.8%). The key components of this variance are;

o Increased eléctricity rechaxge income for the mtrogen plant and rehquefactlon plant (+£7. Sm) due to the
high wholesale electricity price; .
Increased fuel gas income (+£2.4m) due to the high gas p1 ice;

Additional income deductions (-£4.0m) arising from the plant turnaround when the plant was
unavailable for use by the customers; -

¢ Reduced CO2 sales income (-£0.5m) due to the absence of surplus allowances.

. Cost of revenue increased by £14.6m (122.5%). Electricity consumption was 9% lowex than in 2020, but the
high electricity price during the year resulted in much higher import costs (£9.9m higher). CO2 costs were
£4.7m higher than in 2020 due to the increased market price of allowaices and the absence of any free
allowances for thé year (following the transition from the EU scheme to the UK scheme) :

Administrative expenses decreased by 30.1%. This was mainly due to a change in the plant depreciation policy
following a revised estimate of the plant’s useful econoinic life — depreciation is £16; Im less than last year.

Profit before tax increased by £5.3m to £14.0m - mainly due to the reduction in the depreciation charge.

During the year dividends totalling £20.1m.(2020 - £34.4m) were paid to the shal'eholders. Theré was a net cash
inflow of £2.0m (2020 - outflow of £1.6m) resulting in a year end cash balance of £3.4m (2020 - £1.3m).

The group had total equity of £217.6m at 31 ‘December 2021 (2020;: £235.9m)



DRAGON LNG GROUP LIMITED

Strategic Report |
for the year ended 31 December 2021 (continued)

Principal risks and uncertainties

.

The management of the business and execution of the group’s strategy are subject to a number of ﬁsks.

The most significant of these is operational risk - the need to maintain the availability of the terminal at the level
tequued in the Thr oughput Agreement (between the group and ifs customers).  To minimise the risk of lost
income and the reduced liquidity that would arise from terminal unavailability, the plant is maintained in {ine
with its comprehensive maintenance programine, which reflects approved manufacturer and/or vendor guidelines
and a stock of key spares are securely held by the group.

- All activities are planned and organised in. order to minimise health, safety and environmental impacts and the
group works closely with all of the rélevant regulatory bodies.

. The group does not take title of any of the gas processed by the terminal and 5o is not exposed to any gas price
risk other than in relation to the cost of fuel gas used during the regastﬁcatlon process — the group has chosen not
to enter into contracts to fix these prices in the market.

: Eievctricity import costs are subject to price risk from changes in the market price of electricity — the group has
chosen not to enter into contracts to fix these prices in the market, but uses demand management which aims to
-reduce consumption through plant optimisation and efficiency initiatives.

As there is a global move towards net zero carbon emissions, there-is a potential financial risk of involvement in
the hydrocarbon industry. However as more polluting coal and oil powet plants are closed, gas is seen as a .
transition fuel whilst renewable generatlon capacity is increased, with demand for imported gas in the UK

forecast to increase over the coming years. Consequently, this risk is not yet considered significant.

Financial risk managem ent

Interest rate risk is neglxglble because the group does not have any borrowings (other than a small short-term -
oveldlaﬁ fac1hty) on whlch interest is being charged.

~ Credit risk is the risk that a customer fails to pay an amount due, causing the group to incur a fmancml loss. The
two main customers are large multinational companies (and one is a subsidiary of one of the Dragon Group
shareholders), consequently credit risk is considered minimal.

Foreign currency risk 1elatmg to normal openatlons is con51de1 ed low glven the low level of foreign currency
transactions (appxoxlmately 1% of total expendlture)

The g]‘oup pays the market price for any electricity imported from the grid. The cost of any gas used (ot saved)
-during the regasification process is based upon the market of price of gas at the time. Consequently, the group is
subject to fluctuations arising from variations in the market price of electricity and gas. The group has chosen

. not to hedge these risks but recharges a significant proportion of the electricity that it imports back to its
customers — reducing the company’s exposure to electricity. price variation.




DRAGON LNG GROUP LIMITED .

Strategic Report
for the year ended 31 December 2021 (continued) -

Key performance indicatprs (KPIs)

The management consider the following measures to be of key irhportance in assessing the group’s performance;

Profitability :
2021 2020 . Change
£000 "£°000
Total revenue - .75,636 70,152 +7.8%
Administration expenses excluding deplecmtlon 15,940 15,233 +4.6% -
and mventory provisions ‘ .
Profit before taxation ' . 13,952 8,643 +61.4%

Revenue is dpproximately £5.5m htghel than in 2020. Thc main element of this is increased electricity rechar ges
and hlghen fuel gas income — both due to high commodity prices during the year.

Administration ‘expenses excludmg depreciation are compalable to 2020.

Sha) eholdel payments

2021 . 2020 Change
, £2000 . £2000
Dividends paid . 20,107 34,429 - -41.6%

Shaxeholder payments in 2021 were lower due to increased capxtal expendltune on the plant turnaround project
which was completed during the year. '

Non-ﬁnancial performance .indicator

| 2021 2020 Change
Staff turnover ) - 16.9% © 3.6%. +13.3%

Staff turnover is calculated by expressing the number of leavers during the year as a percentage of the average
number of employees during that year. It was high in 2021 due to temporary employees leaving after the plant
" turnaround project and several retirements of staff. Excluding temporary turnover-staff the 2021 figure is 7.9%.




DRAGON LNG GROUP LIMITED

Strateglc Report ‘
for the year ended 31 December 2021 (contmued)

SECTION 172(1) STATEMENT
‘Decision making

The board of dnectoxs comprises of four directors — two from each of the shareholders of Dlagon LNG Group
Limited — Royal Dutch Shell plc and Ancala Partners LLP

The board meets on a quarterly basis at ineetings that are also attended by the Extended Leadership Team (ELT)
of Dragon LNG Limited.. The ELT are responsible for the day to day management of the group. The ELT
includes the' Managing Director who is seconded from Royal Dutch Shell plc and the Head of Fmance and
Administration who is seconded from Ancala Partners LLP. .

"The board rdgularly meets to discuss a broad range of topics including;

e Health, safety & environmental performance- (HSE)
o Financial performance

o Cash flow .

e  Continuous unplovement

o Industry benchmarking :

o - Commercial performance and opportunities
e  Audit & compliance

e Business risk management.

e  Operations and asset integrity

e Company performance scorecard

e  Major projects :

o Covid-19 — impacts and mitigations

_ On an annual basis the Board reviews and apprdves the annual plans for HSE Improvement, Audit, Stakeholder
Engagelnent Comorate Social Responsibility, Business plans and Budgets and business opportunities.

" In addition to the board meetings the directors also attend annual business risk and pnocess safety wor kshops at
the termmal where they have the opportunlty to tour the site and speak ‘with staff

The strategic objectives of the group are 'to be Safe, Reliable, Competmve and Agile in a changmg market.
These objectives are central to all the decisions made by the directors. . .

The board believes that the 1ong-telm success of the group is dependent on how it works with a range of key
stakeholders. These stakeholders are considered in their decision making and therefore ensures the dir ectors’
- duties under Section 172 of the Companies Act 2006 are met. :

Stakeholder engagement
Employees

People and safety are the group’s main priorities, our terminal operates safely, reliably and competitively
because of our team of highly skilled, experienced and qualified employees. The group has a structured annual .
.training plan and regularly assesses the competency of all key staff through its robust Competéncy Assurance
Framework — performance against this framework is a KPI that is reported to and 1ev1ewed by the Boald as part.
of the group’s overall asset mtegrlty . .




DRAGON LNG GROUP LIMITED

Strategic Report
for the year ended 31 December 2021 (contmued)

SECTION 172(1) STATEMENT (continued) :

Employee engagement in decision making is achieved through regular staff communications briefings to update
staff on topical issues and regular meetings of the Works Council which is made up of emnployee representatives
and chaired by the Managing Director. Employee engagement surveys are also carried out on a regular basis to
highlight opportunities for improvement and development of an action plan, which is shared with the Board. An
annual *People Day’ is also held at which employees have the opportunity to discuss a wide range of subjects
with the Senior Management Team, .

Further channels of communication are provided by a weekly Staff Connect meeting, 'Fit For the Future’
continuous improvement scheme, safety observation cards which can be submitted by any employee or busmess
partner and a confidential ‘Speak Up” line.

Dragon operates a company scorecard, performance against which is measure on a monthly basis and
communicated to staff. This also forms part of our reward and recognition and provides a basis for discussion
_ around prioritisation, decision making-and business performance.

Community

Community engagement includes regular meetings of the Community Liaison Comniittee at which members of
the local community can meet with members of the ELT to dlscuss plant operations and raise any concerns that
they may have.

The group also nominates and supports a local chiarity of the year, arranges charity volunteering days for
employees, sponsors various local events and has a close working relationship with Pembrokeshire College.

With Dragon LNG’s corporate social responsibility (CSR) strategy being youth development aad training in
Pembrokeshire, its principal charitable donations since 2005 have focused on delivering the UK award winning
‘Dragon LNG Darwin Experience’ (DLNGDE) through registered charity The Darwin Centre.

Environmental

Prior to construction of the terminal, the group undertook an Environmental Impact Assessment (ELA),
consulting with over 50 organisations, including local interest groups and statutory and non-statutory bodies.

Key concerns were addressed to safeguard the Pembrokeshire Marine Special Area of Conservation by reducing
the visual impact of the facility and minimising loss of terrestrial habitat. In all cases, a minimumn impact ‘
philosophy was adopted and the final landscaping and water features provide environmental gain in terms of
biodiversity and nature conservation. The group has completed several projects to enhance the natural
environment such as planting a wildflower meadow, developing a reptile friendly area and grazing rare breeds.

The group has an Environmental Management System (EMS) which meets the requirements

of ISO14001, This ensures all our operational activities that impact the environment are risk assessed. Based
_on the environmental risk assessment, actions are put in place to eliminate, reduce and mitigate environmental
impact.

Customers

The group has two key customers who have each contractcd to purchase 50% of the available tenmmal capacity
in a twenty-year throughput agreement (TA) that runs until 2029.

Regu!al monthly customer calls are held with the customeré and representatives of the group’s ELT to discuss
any issues or concerns and poténtial opportunities. The Board is aware of these topics through the quartel ly
commercial board paper and other briefings where required.




DRAGON LNG GROUP LIMITED

Strategic Report
~ for the year ended 31 December 2021 (contmued)

4 SECTION 172(1 ) STATEMENT (continued)

. Customer representatives regularly visit the site and enjoy ﬁequent inter actlon and dlscusswn w1th the ELTand -
staff :

Suppliers

The group values the importance of good relationshipé with suppliers and business partners and relies on them to
provide a high level of service where safety is always paramount.”

To promote this lelatlonshlp and encourage two-way conversations the group invites key - vend01s toa Conn actor
Forum. At this event the group has the opportunity to share its strategic objectives with the vendors and ’
reinforce the message that safety is at the heart of everything that we do. The meetings also allow best industry

- practices to be shared and for. vendors to raise any issues or suggestions that they may have to improve the
quality of our working relationship. : '

The group oper ates and mamtauls an approved vendor hst where supphers have been app1 oved through a lObllSt
quahﬁcatlon plocess and regular vendor audlts : , I

Major contracts, including high value long term and key contracts, are hlghhf,hted to the Boald in the quartel ly :
commercial board paper and approved by them at Boatd meetings.

Regulators and Governmental Orgamsatlons

The group has excellent 1elat10nslups with key legulatory and governmental organisations ‘which mclude

- National Resources Wales (NRW), the Health and Safety Executive (HSE), HM Revenue and Customs
(HMRC), National Grid, Milford Haven Port Authority, Pembrokeshire County Council, the Centre for the -
Protection of National Inﬁ astructure (CPNI), National Cyber Secur lty Council and South Wales Industrial

. Clustel . .

We co-operate w1th all lequests for mfonnatlon and encourage site visits whele the ELT and othel employees are
available to provide any mfoxmanon requested.

Relationships with legulatms are regularly dlscussed in var ious HSE, commercial, operatlons and asset integtity
- Board papers. . :




DRAGON LNG GROUP LIMITED

Strateglc Report
for the year ended 31 December 2021 (continued)

Principal décisions taken by the board durmg the year
During 2021 the p‘rincip'a‘l decisions taken By the board included;

"o Approval of the annual audited financial statements for FY2020;
e  Approval of the 2022 Business Plan & budget
e  Approval of the 2022 Health, Safety & Environment (HSE) plan
o  Approval of annual audit plan ' A
e  Approval of the 2021 dividend payments

Approval of the Modern Slavery Statement;

Approval of key vendor contract extensions;

Approval of company performance indicators;

e  Approval of business opportunity funnel;

Future developments

In the coming year the group’s vision is “To provide our customers with competitive access to the UK’s natural
gas market through a safe and reliable LNG terminal while remaining profitable and agile in the evolving energy
sector’.

Safety will continue to be the number one priority of the g,loup If\ addition to this a key focus for 2022 will be

plant and energy optumsatlon including planning and constructlon of renewable energy projects and the
continuation of the group’s digitalisation projects.

On behalf of the Board of Directors .

Director

23 March 2022




DRAGON LNG GROUP LIMITED

Dlrectors Report . .
for the year ended 31 December 2021

" The directors present their xepont and audited fi nancml statements of the group for the year ended 31 December -
2021. .
Results and dividends

The consohdated group results are shown on page 16. Durmg the year total dividends lecommended and paid
amounted to £20,107 440 (2020: £34,429 658)

‘ .Directors and their interests
The directors who served during the year and up to the date of signing the financial statements were;

. Thomas Summers N - , S
Omar Yaqoob Sheikh Resigned 31 July 2021

Roel Maas _ Appointed 1 August 2021.
Lee Stephen Mellor

"Timothy Power

Nons of the directors had any mterests in the shares of the company as at exther year end
" Peter Van Duzer ser ved as company secr etaly duung the year '
Strateglc report
The follpwmg information required in the Directors’ .Report'nas l')eenA'mcludcd in the'Strategic f(éport:

o Financial risk management (see page 3)
e Future developments (see page 8)
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DRAGON LNG GROUP LIMITED

Directors’ Report
for the year ended 31 December 2021 (continued)

Emissions and energy use
Carbon dioxide emissions

The group participates in the United Kingdom Emissions Trading Scheme (UKETS) and is required to keep
detailed records of its carbon emissions which are externally verified on an annual basis. The primary source of
Scope | emissions is the combustion of natural gas as part of the LNG regasification process. Scope 2 emissions
relate to the CO2 emitted to generate the electricity imported from the UK giid. Emissions relating to business
travel (Scope 3) are not 'currently considered to be a focus. All the CO2 emitted relates to UK operations:

. Scope | emissions are obtamed by recording the volume of fuel gas burned and applymg an emissions factor to
calculate the CO2 produced. ,

Scope 2 emissions for electricity consumption have been calculated using the standard UK conversion factor
(0.21kg CO2/kWh). .

Carbon Dioxide emissions in tonnes 2021 2020

Scope 1 — Direct combustion of fuels i o 77,456 . 81,636
Scope 2 — From electricity purchased i 24,449 : 26,885

101,905 108,521
Carbon intensity ratio « - 2021 2020
CO2 emissions relative to gas send out to grid (tonnes/GWh) ) 3.6 o 3.0

‘The 2021 intensity ratio is higher due to the 2021 maintenance turnaround which resulted in different plant
operations.

. Energy consumption

Natural gas consumption comprises gas used in the LNG regasification process - the usage is metered on site.
Electricity is imported to site to run the LNG import and regasification plant, the volume consumed has been
extracted from supplier statements. All of the energy consumed relates to UK operations.

_ , 2021 - .. 20200
Natural gas (MWh) 420,443 453,244
Electricity (MWh) ‘ : 116,424 . 128,025
~ - 536,867 581,269

Energy efficiency

The group is currently evaluating a number or renewable energy options which would reduce the amount of
electricity imported from the grid. In addition to this other energy saving projects have already been
implemented, such as the replacement of conventional plant lighting with low consumption LED lamps



DRAGON LNG GROUP LIMITED

Dlrectors’ Report
for the year ended 31 December 2021 (contmued)

~ Statement of Directors® responsibilities

- The dir ectons are lespon51ble for prepar ing the Annual Repmt and the fi nanc1al statements in accordance w1th
applicable law and 1egu1atlon .
Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have prepared the group and company financial statements in accordance with UK adopted
International Accounting Standards. Under company law the directors must not approve the financial statements
unless they are satisfied that they give a true and fair view of the state of affairs of the group and company and of -
the plof it or loss of the gl oup and company for that period. In pxepaung the financial statements, the directors are
required to ' .

o select suitable accounting pollcws and then apply them cons1stently,

o state whether applicable IFRSs in conformity with the 1equnelnents of the Companies Act 2006 have
been followed for the group financial statements and for the company financial statements, subject to
any materlal departures dlsclosed and explained in the ﬁnancnal statements;

¢ make judgements and accountmg estimates that are reasonable and prudent; and

° plepale the financial statements on the going concern basis unless 1t is inappropriate to presume that the
group and company will continue in business,

The directors are also responsible for safeguatdmg the assets.of the group and company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.

The directors are responsible for keeping adeqttate accounting records that are sufficient to show and explain the
group and company's transactions and disclose with reasonable accuracy at any time the financial position of the
group and company and enable’ them to ensure that the fu1anc1al statements comply with the Compames Act
2006. ‘

Statement of disclosure of information to auditors )

As part of the audit process each director has confirmed, as at the date of approval of the financial statements,
that: .

a) so far as the director is aware, there i is rio relevant audlt mfonmatlon of whlch the company s audttons
are unaware; and
b) "they have taken all the steps that ought to have been taken as a director in order to make themselves
' aware of any relevant audit information and to establish that the company s auditors are aware of that
mfounatlon : :

It is iritended that PricewaterhouseCoopers LLP shall remain in office as auditors of the company.

On behalf of the Board of Directors - A

Ry
//Du ector

23 March 2022




DRAGON LNG GROUP LIMITED

Independent auditors’ repdrt to the 'm'embers. of |
Dragon LNG Group Limited

Report on the audit of the financial statements

. Opinion

In our opinion, Dragon LNG Group Limited's group financial statements and company fi f nancial statements (the “financial
statements”): :

e give a true and fair view of the state of the group’s and of the company’s affairs as at 31 December 2021 and of the
group’s profit and the group's and company’s cash flows for the year then ended;

« have been properly prepared in accordance with UK-adopted international accounting standards; and

_ ‘e havé been prepared in accordance with the requirements of the Cbmpanies Act 20086. ‘

We have audited the financial statements, included within the Annual Report and Financial Statements (the “Annual
Report”), which comprise: the Grdup and Company Statements of Financial Position as at 31 December 2021, the
‘Consolidated Statement of Comprehensive Income, Group and Company Statements of Changes in Equity and Group
and Company Statements of Cash Flows for the year then ended; and the notes to the financial statements, wh|ch |nclude
a description of the significant accounting policies.

BaS|s for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK) ) and applicable law.
Our responsibilities under 1SAs (UK) are further described in the Auditors' responsibilities for the audit of the 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 remained independent of the group in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

Conclusions relating to going concern

"Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions
that, individually or collectively, may cast significant doubt on the group's and the company’s ability to continue as a gaing
concern for a period of at least twelve months from when the financial statements are authorised for issue.

In auditing the financial statements, we have concluded that the diréctors” use of the going concern basis of accounting
_in the preparation of the financial statements is appropriate. ’

However, because not all future events or conditions can be predlcted this conclusion is not a guarantee as to the group s
and the company's ability to continue as a going concern.

Our responsibilities and the responsibilities of the dvrectors with respect to going concern are described in the relevant
sections of this report.




DRAGON LNG GROUP LIMITED

Independent audztors report to the members of
Dragon LNG Group Limited

Reporting on other information

" The other information comprises all of the information in the Arinual Report other than the financial statements and our
auditors’ report thereon. The directors are responsible for the other information. Our opinion on the financial statements
does not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent otherwise
explicitly stated in this report, any form of assurance 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 we identify an apparent material inconsistency or material
misstatement, we are required to perform procedures to conclude whether there is a material misstatement of the financial
statements or a material misstatement of the other-information. If, based on the work we have performed, we conclude
that there is a material misstatement of this other information, we are required to report that fact. We have nothing to report
based on these responsibilities. -

With respect to the Strategic report and Directors' Report, we also considered whether the disclosures required by the UK
- Companies Act 2006 have been included..

Based on our work undertaken in the course of the audit, the Companies Act 2006 requires us also to report certain
. opinions and matters as described below. : :

Strategic report and Directors’ Report.

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic report and
Directors' Report for the year ended 31 December 2021 is consistent with the financial statements and has been prepared
in accordance with applicable Iegal requirements.

In light of the knowledge and understandihg of the group and company and their environment obtained in the course of-
the audit, we did not identify any material misstatements in the Strategic report and Directors' Report:

Responsibilities for the finéncial statements and the audit

Responsrbilities of the directors for the financial statements

As explained more fully in the Statement of Directors’ Responsibilities, the directors are responsible for the preparation of
the financial statements in accordance with the applicable framework and for being satisfied that they give a true and fair -
view. The directors are also responsible for such internal control as they determine is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or error.

in preparihg the financial statements, the directors are responsible for assessing the group’s and the company’s ability to
continue as.a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis
"of accounting unless the directors either intend to liquidate the group or the company or to cease operations, or have no
realistic alternative but to do so. -

- Auditors’ responsibilities for the audit of the financial statements

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




DRAGON LNG GROUP LIMITED

Independent auditors’ report to the members of
Dragon LNG Group Limited :

Auditors’ responsibilities for the audit of the financial statements (continued)

Irregularities, including fraud, are instances of hon-cofnpliance_with laws and regulations. We design procedures in line
with our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. The -
extent to which our procadures are capable ‘of detecting irregularities, including fraud, is detailed below.

Based on our understanding of the group and industry, we identified that the principal risks of non-compliance with laws
and regulations related to breaches of health & safety, environmental and security regulations given the Company's

_ designation as an upper tier regulated site under the Control of Major Accident Hazards Regulations, and we considered
the extent to which non-compliance might have a material effect on the financial statements, We also considered those
laws and regulations that have a direct impact on the financial.statements such as the Companies Act 2006 and UK tax
legislation. We evaluated management's incentives and opportunities for fraudulent manipulation of the financial
statements (including the risk of override of controls), and determined that the principal risks. were related to'fraudulent
transactions designed to overstate profits or cash in order to maintain or increase the level of dividends paid to
shareholders. Audit procedures performed by the engagement team included:

« Discussions with management, including consideration of known or suspected instances of non-.compliance with laws
and regulations or fraud;

» '~ Reviewing Board minutes and reports that. set out the Group's compliance and monltonng or health & safety,
environmental and security matters, R

o Identifying and testing journal entries, in particular those having unusual account combinations or those posted by
senior management; .

¢ Obtaining third part}t confirmations of all of the Group's banking arrangements.

There are inherent limitations in the audit procedures described above. We are less likely to become aware of instances

of non-compliance with faws and regulations that are not closely related to events and transactions reflected in the financial

statements. Also, the risk of not détecting a material misstatement due to fraud is higher than the risk of not detecting one

resulting from error, as fraud may involve deliberate concealment by, for example, forgery or intentional
" misrepresentations, or through collusion. )

A further description of our responsibilities for the audit of the financial statements is located on the FRC's website at:
www. frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report _

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance
with Chapter 3 of Part 16 of the Compames Act 2006 and for no other purpose. We do nhat, in giving these opinions, accept
or assume responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it .
may come save where expressly agreed by our prior consent.in writing. :




DRAGON LNG GROUP LIMITED

T ndependent auditors’ report to the members of
Dragon LNG Group Limited

Other required reporting

Companies Act 2006 éxception reporting

Under the Companies Act 2006 we are required to report to you if, in our opinion:

"« we have not obtained all the information and explanatlons we require for our audlt or
« adequate accounting records have not been kept by the company, or returns adequate for our audit have not been
received from branches not visited by us; or
« certain disclosures of directors’ remuneration specified by law are not made; of
» the company fi nan<_:|a| statements are not in agreement with the accounting records and returns.

- We have no exceptions to repdrt arising from this responsibility.
A A
~ Jonathan Bound (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

Cardiff
23 March 2022,




DRAGON LNG GROUP LIMITED

Consolidated Statement of Comprehensive Income
for the year ended 31 December 2021

Registered Number 05237839

2020

2021

Note £°000 £000
Revenue . ’ 3 75,636 70,152
Cost of revenue ' (26,431) (11,880)
Gross profit - 49,205 . 58,272
Administrative expenses - (33,277) (47,596)
Operatin.g profit ‘ ‘ : 4 15,928 10,676
Finance incone R 4 5. .o -4
Finance costs e ' 5 - (1,976) (2,037)
Profit before taxation 13,952 8,643
Income tax expense . I 6 (12,108) (4,680)
Profit after taxation 1,844 3,963 .

The above results.are derived from continuing operations in the United Kingdom. There are no items of *Other
comprehensive income’ and therefore the Profit after taxation equates to the Total Comprehensive Income for

the year.




DRAGON LNG GROUP LIMITED

Statements of Financial quition'
as at 31 December 2021 ‘ .
' o “Group Company Group  Company

Note ©2021 2021 2020 2020 -
£000 £000 - £000 . £°000 -
ASSETS , ‘
. Non-curre‘n.t.assets .
Property, plant and equlpmcnt . .7 297,436 . - 306,103 -
Investinents o 8 . 205267 - 225374
Goodwill . o -9 6,523 S 653 -
. Deferred tax assets ) ; o 16 9176 . - - . 9420 -

313,135 205,267 : 322,046 - 225,374

Current assets _ 4 E o
Inventories . o - - 1o . 2,476 - 2,768 -

Trade and other receivables o Co 11 5,691 - A‘ 2,627 L
Cash and cash equivalents Y 3,389 33 1,344 33
: ' 11,556 33 6,739 33
_TOTAL ASSETS = - 324,691 205,300 328,785 225407
LIABILITIES AND EQUITY ' '
Current liabiliﬁes ) . _
Trade and other payables ‘ 13 12,886 . - - - 8265 .
Lease liabilities | 14 2055 - 1,987 . -
Corporation tax ;Sayable‘ . A . ‘6' .- 388 - 696 -
' , ‘ C15329 0 - 10,948 -
Non-current liabilities A ) )
Lease liabilities : : .14 17,768 - 19,811 -
Provisions-for liabilities - , 15 30,544 - 29,799 e
Deferred tax liabilities ' 16 43,403 . 32317 -
; | | ' ' ' 91,715 - 81,927 -
Capital and reserves . . ' o o
. Ordinary shares ' . o 17 _ 1 1 1 1
Retained earnings o S -~ 217,646 205299 235909 225,406
TOTAL EQUITY o 217,647 205,300 235910 225,407
TOTAL LIABILITIES AND EQUITY - : . 324,691 205300 328,785 225,407

‘The Company has elected to take the exemption under section 408 of the Companies Act 2006 not to present thc Company
statement of profit and loss. The result for the Company for the financial yearwas £nil (2020: £nil).
- The notes on pages 20 to 45 form part of these financial statements. 'L 22 'L'L
The fi nancm%meﬁ"t on pages 16 to 45 were authorised for issue by (he board of dlrectms on. 5217055 and were
sngned op fts/bebalf y,) .
-/

,iz@* 20
/D/l rector

23 March 2022
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DRAGON LNG GROUP LIMITED

Statements of »Chan'g'es in Equity
for the year ended 31 December 2021

TOTAL "

Company . Ordinary Retained

: shares earnings EQUITY
£°000 £°000 £000

Balance at | Ja'nuary 2020 1 , 259,835 .259,836 .
Dividends paid - (34,429) (34,429)
Balance at 31 December 2020 1 225,406 225,407
Balance at 1 January 2021 1 225,406 225,407
" Dividends paid - (20,107) (20,107)
Balance at 31 December 2021 1 205,299 205,300
Group . Ordinary Retained “TOTAL
shares earnings - EQUITY
£°000 £000 £000
' Balance at | January 2020 1 266,375 266,376
‘Profit for the year o - 3,963 3,963
Dividends paid . - (34,429) (34,429)
Balance at-31 December 2020 1 235,909 235,910

* Balance at 1 January 2021 1 235,909 235,910 .
Profit for the year - 1,844 1,844
Dividends paid - 20,107) (20,107)
Balance at 31 December 2021 1 217,646 217,64'7




DRAGON LNG GROUP LIMITED

Stafemehts of Cash Flows
for the year ended 31 December 2021

Group  Company  Group Company’

Note 2021 2021 2020 2020
"£'000 £000 - £000 »£’000,
Cash ﬂow# from operating activities
Cash generated from operations 19 35194 | - 40465 -
Income tax ]V)aidA . oo - 4 . (1,086) - (1,010) . '
Net cash generated from 6peratiﬁg activities o 34,108 .- 39,455. . .
C;as:h ﬂolivs from investing activities .
Purchases of property, plant & equipment o , (8,750) - (3,403) -
" Dividends from subsidiary . : S - 20007 S _'34,429
Iﬂtel'e.st recei\-/ed‘ : _- o . ' -f - . 4 -
Interest pa&ablq on leases' | L e (1,227) .. . (l,323j -
Net cash (used in)/generated from investing : | 9,977) 20,107 : (4,;722) . 34,429
activities y . : .
Cash flows from financing actiyities
Capital repéyment.’ on leases - (1,975) C (1,869) .
Dividends paid . A ‘ e | 18 (20,107) (20,107) _‘(3_4,429)_ (34,429)
' Net cash used in financing activities - 22,082) (20,107) (36298) (34.429)
Net increase/,'(decrease) in cash and ca;sh C o 2,049 - (1,565) : Lo
equivalents . ’ : . .
Foreign exchange (loss)/gain on Euro account G - 13 -
~ * Cashand casﬁ equivalents at beginhi,ﬁg of year o ,V | 1,344 33 2,89 | 33
“Cash and cash equivalents at end of year . 12 3,389 - 33 1,344 ' "33




DRAGON LNG GROUP LIMITED

Notes to the Financial Statements
for the year ended 31 December 2021

_1 AU'l HORISATION OF FINANCIAL STATDMI‘NTS AND STATEMENT OF COMPLIANCE

Dnectons on :?3 .‘.'V.*.’?.C.'!. . °3‘”*7f Dragon LNG Group Limited is a plgvate Timited company limited by
shares and incorporated in the United Kingdom and registered in England and Wales. The registered office
address is at Main Road, Waterston, Milford Haven, Pembrokeshire, SA73 1DR. . '

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of preparation

These financial statements are prepared in accordance with UK Adopted International Accounting Standards. In
.accordance with section 408 of the Companies Act, the exemption not to present the Income Statement of the
company has been taken. '

The financial statements have been prepared on the going concern basis under the historic cost convention
(except for certain fixed assets held at a frozen valuation). The financial statements are prepared in GBP sterling
and all values are rounded to the nearest thousand pounds unless otherwise stated.

The principal accounting policies applied in the preparation of these financial statements are set out below.
These policies have been applied to all the years presented unless otherwise stated.

Consolidation

The financial statements comprise a consolidation of the accounts of the company and its subsidiary
undertakings. All inter-company transactions ave eliminated on consolidation. Con51stent accountmg policies
‘have been used to prepaxe the consolidated financial statements.

New stamlartls and lnterpremlmn.s issued but not yet effective

Certain new accounting standards and interpretations have been published that are not mandatory fox 31 Decembex
2021 reporting periods and have not been early adopted by the group. The group’s assessment of the iinpact of
these new standards and interpretations is that they will not have a material itnpact of the financial statements,




DRAGON LNG GROUP LIMITED

Notes to the Financial Statements
- for the year ended 31 December 2021 (contmued)

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition

Revenue arises from the provision of services carried out under contractual relationships with customers. During
the year these services are primarily the storage and regasification of LNG. The group recognises revenue as it

. transfers control over its seivices to the customen Further information of revenue fTom customer contracts is set
out in note 3. : .

Interest payable and receivable

Interest payable and receivable is calculated on an accruals basis.
Property, plant and equii)ment

Other than as noted below, non-current assets are held at cost which represents purchase price together'wifh any
incremental costs that are directly atfributable to bringing the asset into working condition for its intended use.

Long term, nil-rent leases of the land-and jetty assets required for the construction of the LNG.facility were
transferr ed from a submdlaly company by means of a distribution in specie at market value. Under the initial
implementation provisions that were applicable at the time, the group has not adopted a policy of on-going
revaluation, and the market value at the time of the dlstnbutlon has been frozen as deemed cost. As the economic
value and economic life of these interests are inextricably linked to the LNG terminal’s economic life, they are
being written off over the estimated economic life of the terminal or the original lease term as appropriate.

Other non-current assets are depreciated at rates calculated to write off the costs, less estimated residual value of
each asset over its expected useful life on a straight line basis: The lives adopted for this purpose are as follows:

Jetty ' ‘ 60 years
Property improvements . 15 years
Administration building - 30 years
Tools & equipment 5 years
Office equipment 3-5 years
Plant & machmexy - 11-30 years
Vehicles . 5 years
Decommlssmning asset 21-30 years

Land and assets under ‘construction are not'depreciated.

D ing the year the plant dcprecnatlon rates were revised. Previously all plant was being deprecnated ona
straight-line basis over 20 years to ensure that the original plant cost was fully written off by 2029 when the
current Throughput Agreement ends. Following the review, the directors have estimated that the plant useful
- economic life will continue to 2039 (after 30 years of operation), with all plant depreciated over a straight-line
basis fo that date. This change in pollcy has resulted ina. decxease in the annual deprecxatlon charge of
approximately £16m.

_ Impairment of non-financial assets

An assessment is made at each balance sheet date to determine whether there is objective evidence that a specnﬁc
asset or group of assets is lmpan ed. Impaument is determmed as the h1ghe1 of;

¢ For assets carried at fair value, impairment is the difference between cost and fair value’

s For assets carried at cost, impairment is the difference between cost and the present value of future cash

flows discounted at the current market rate of return for a similar asset

If such evidence exists, any impairment loss is recognised in the income statement.



DRAGON LNG GROUP LIMITED

Notes to the Financial Statements
for the year ended 31 December 2021 (continued)

A2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continucd)
Deferred tax

Deferred income tax is provided using the liability method on all timing differences at the balance sheet date
between the tax bases of assets and liabilities and their carrying amount for financial reporting purposes.

- Deferred tax liabilities are 1ccognised for all timing differences calculated at the tax rate that is expected to apply
to the period-when the liability is settled. Deferred tax is charged in the income statement or statement of total
comprehensive income as appropriate. Deferred tax assets are recognised for all deductible timing differences to
the extent that it is probable that taxable pr oﬁts will be avallable against which the deductible timing differences
can be utilised.

Deferred tax is measured on an undiscounted basis at the tax rates that are expected to apply in the years in
which timing differences reverse, based on tax rates and laws enacted or substantively enacted at the balance
sheet date.

Financial assets

Recognition and de—recognmon of Sfinancial assets
A financial asset is 1ec0gmsed when the group becomes party to the conuactua] provisions of the instrument.
A financial asset is den ecognised where:

(a) the rights to receive cash flows from the asset have explred

(b) the group retains the right to receive cash flows from the asset, but has assumed an obligation to pay them
in full without material delay to a third party under a ‘pass-through’ arrangement; or

(c) the group has transferred its rights to receive cash flows from the asset and either (a) has transferred
substantially all the risks and rewards of the asset, or (b) has neither transferred nor retained substantially
all the risks and rewards of the asset, but has transferred control of the asset.

Classification of financial assefs

The group classifies its financial assets in accordance with the measurement categories included within IFRS 9
e measured subsequently at fan value (either through other comprehensive income, or through profit or
" loss), or . :

° measured at amomsed cost.

All financial assets held by the group are debt instruments (note 23). The classification of these financial assets ‘
depends on the entity’s business mode! for managing the assets and the contractual terms of the cash flows. The

- Company neclaSSIﬁes debt mstruments when and only when its business model for managing those assets
changes.

Measurement of financial assets -

At initial recognition, the group measures debt instruments at their fau value plus transaction costs that are directly '
attributable to the acquisition of the financial asset. .




DRAGON LNG GROUP LIMITED

Notes to the Financial Statements =
for the year ended 31 December 2021 (continued)

2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) '
“The group subsequently measures its financial assets based on the cash flow characteristics of the asset:

o Assets that are held for collection of contractual cash flows where those cash flows represent-solely -
payments of principal and interest are measured at amortised cost. Interest income from these financial
. assets is included in finance income using the effective interest rate method.

] Assets that are not held for collection of contractual cash flows, or where those cash flows do not represent’
solely payments of principal and interest are measured at fair value (either through profit or loss, or
through other comprehensive income).

Im/mn ment of ﬁn(mcml assets

The group assesses on a forward looking basis the Expected Credit Loss (“ECL”) associated with its financial
assets. The impairment methodology applied depends on whether there has been a significant increase in credit
_ risk, and takes into account any collateral the group holds that would mitigate such losses. Note 24 details how the
group ‘determines whether there has been a significant increase in medlt risk, and. its apploach ‘with respect to
- providing for ECLs.

Cash and cash equivalents

Cash and cash equivalents in the statement of financial position comprise cash at banks and on hand and short
_term deposits with an original maturity of three months or less where deposits can be recalled on demand,
usually w1th1n forty-eight hours. .

Inventories )

Spare part inventory is stated at cost, determined using the weighted average cost method with appropriate
adjustments for provisions against surplus inventory, déterioration, obsolescence or other loss in value. Costs
are those expenses incurred in bringing the materials to their present location and condition. .

" Trade and other receivables
" Trade and other receivables are stated at their gross amounts less any provisions for uncollectible amounts. '
Trade and other payables

Liabilities are lecogmsed for amounts to be paid in the future fon goods or services recelved whether billed by
the supplier or not. :

Provisions

* Provisions are recognised when the group has an obligation (legal or constructive) arising from a past event, it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a
reasonable estimate can be made of the amount of the obligation. . Where the group expects some or all of a -
provision to be reimbursed, the reimbursement is recognised as a separate asset but only when the
reimbursement is virtually certain. The ekpense relating to any provision is presented in the income statement
net of any reimbursement. If the effect of the time value of money is material; provisions are discounted using a
current pre-tax rate that reflects; when appropriate, the risks specific to the liability. Where discounting i is used,
the increase in the provxsxon dueto the passage of time is xecogmsed as a finance cost. .




DRAGON LNG GROUP LIMITED

Notes to the Financial Statements
“for the year ended 31 December 2021 (continued)

2 SUMMARY OF SICN]F[CA_NT ACCOUNTING POLICES (continued)
Leases

The group leases the jetty foreshore from the Crown Estate as well as various VCl’IlClCS Rental contracts are
typically made for fixed periods. The foreshore lease is for 60 years (endmg in 2066) and the vehicle leases are
for 3-5.years. The contractual arrangement wuh Air Products fm the provmon of a nitrogen plant is also falls
‘ w:thm the definition of a lease.

Contracts may contain both lease and non-lease components. The group allocates the consideration in the contract
to the lease and non -lease components based on their relative stand-alone prices. :

Lease terms are negotiated on an individual basis and contam a range of different terms and conditions. The lease
agreements do not impose any covenants other than the secuuty interests in the leased assets that are held by the
lessor. Leased assets may not be used as security for borr owmg pulposes

Leases are recognised as a right-of-use asset and a conespondmg hablllty at the date at which the leased asset is
available for use by the group.

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

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

variable lease payment that are based on an index or a rate, lmtlally measuned using the index or rate as -
at the conmencement date

amounts expected to be payable by the group under residual value guar antees

the exercise price of a purchase option if the group is reasonably certain to.exercise that option, and
payments of penalties for termmatmg the lease, if the lease term reflects the group exercising that
option. ’

Lease payments to be made under reasonably certam extensnon optlons are also included in the measurement of
the liability. .

- The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be readily
determined, which is generally the case for leases in the group, the lessee’s incremental borrowing rate is used,
being the rate that the individual lessee would have to pay to borrow the funds necessary to obtain an asset of
similar value to the right-of-use asset in a similar economic environment with similar terms, secuuty and
condmons - :




“DRAGON LNG GROUP LIMITED

‘Notes to the Financial Statements
for the year ended 31 December 2021 (contmued)

2 ‘SUMMARY OF SIGNIFICANT ACCOUNTING POLICES (cgntinued).
Leases (conﬁnued)‘
To determine the incremental borrowing rate, the eompanyf

e where possible, uses recent third-party financing received by the individual lessee as a starting point,
adjusted to reflect changes in financing conditions since third party financing was received

o uses a build-up approach that starts with a risk-free interest rate adjusted for credit risk for leases held
by Dragon LNG Limited, which does not have recent third-party financing; and '

e makes adjustments specific to the le'ase, e.g. term, country, currency and security.

The group is exposed to potential future increases in variable lease payments based on an index or rate, which
are not included in the lease liability until they take effect. When adjustments to lease payments based on an
index or rate take effect, the lease liability is reassessed and adjusted against the right-of-use asset.

Lease payments are allocated between'px incipal and finance cost. The finance cost is charged to the statement of
complehenswe income over the lease period so as to produce a constant penodlc late of interest on the -
remaining balance of the liability for each period. : - :

nght-of-use assets are measured at cost 001nprls1ng the following:

o the amount of the initial measurement of lease liability

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

e restoration costs.

Right-of-use assets are gcnerally depreciated over the shorter of the asset's useful life and the lease term on a.
straight-line basis. If the group is reasonably certain to exercise a purchase optxon the right-of-use asset is
depremated over the under Iymg asset s useful life.

- Payments associated with short-term leases of equipment and vehicles and all leases of low-value assets are =
recognised on a straight-line basis as an expense in the statement of comprehensive incomé. Short-term leases
are leases with a lease term of 12 months or less. Low- value assets comprise IT equipment and small items of
" office fulmture . ) Lo




DRAGON LNG GROUP LIMITED

Notes to the Fmanclal Statements
for the year ended 31 December 2021 (contmued)

2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Féreign currencies
The financial statements are prepared in GBP sterling which is the group’s functional and presentation cutrency.

Foreign currency transactions are recorded in GBP sterling at the approximate rates of exchange prevailing at the
time of each transaction. Monetary assets and liabilities in foreign currencies at the balance sheet date are
_translated to GBP sterling at the yeal -end rates of exchange and exchange differences arising thereon are taken
to the incomne statement.

Income taxes.

The actual income tax charged on profits is determined in accordance with UK tax laws and regulations. Where
the effect of these laws and legulatlons is unclear, estimates are used to determine the llablhty for the tax to be
paid in the period.

Dividends
. »Divi‘dchd distributions are récognised in the year in which the dividends are paid.
Critical accounting estimates

The preparation of the financial statements in conformity with IFRS requires management to make estimates and
. assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and

the reported amounts of revenue and expenses during the reporting per l()d Actual outcomes could differ from
these estnnates :

The key assumptions concerning the future and other sources of estimation uncertainty that have a significant
risk of causing a material adjustment to the carrying amount of assets and liabilities are discussed below;

o Deferred tax asset and liability

The group has recognised a deferred tax liability of £43,403,000 (2020: £32,317,000) relating to timing
differences between book and tax values of non-current assets. It has also recognised a deferred tax
asset of £9,176,000 (2020: £9,420,000) in relation to taxable trading losses and an inventory provision —
management are confident that there will be future taxable profits against which this deferred tax asset
can be utilised.




DRAGON LNG GROUP LIMITED.

Notes to the Financial Statements o
for the year ended 31 December 2021 (continued)

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (contm ued)

Critical accounting estimates (Lontmucd)

Provision for decormnissioning

The group is required to dismantle the terminal at the end of its useful life. A provi.sion has been
established based upon engineering estimates of the costs involved, inflated to the estimated

. decommissioning date then discounted to reflect the time value of money. As adjustments and any
updates to the estimated engineering costs are made, these are recorded prospectively with the provision -
"-and related decommissioning asset being adjusted during th¢ year in which the updated assessment is

made. It should-be noted that the engmeel ing report on which thls provision is based has a stated

_accur acy of +/- 30%.

Annual lmpalrment review

" In accordance with IFRS regulations the group is required to carry out an annual impairment review. in

which the carrying value of the group’s assets are compared against the present value of estimated

. future cash flows. In calculating this present value estimates have also been made regarding the

terminal’s economic life, the res1dual value of the terminal and the discount-rate apphed to future cash
flows. _

~r




DRAGON LNG GROUP LIMITED

Notes to the Financial Statements
for the year ended 31 December 2021 (continued)

3' REVENUE ;
‘ ' 12021 2020 -
£000 £000
LNG storage and regasification and other services o 75,636 . 10,152

75,636 70,152

Regasifi c'mon services

The group’s main source of income is generated from LNG storage and regasification services, 1eahsed from the
availability of processing capacity at its Terminal in Milford Haven. There is a long term Throughput Agreement
entered into with Shell Energy Europe lelted and Petronas Energy Tradmg Limited who each have access to
50%.of the terminal capacity .

Regasification services comprises of berthing slots at the Terminal to receive and unload LNG carriers, storage
space and redelivery capacity to allow the flow of natural gas to the. UK Network Transmission System.

The group recognises the provision of a fully mteglated regasification service as a smgle performance obligation
satisfied over time with revenue recognised as the setvice is rendered. Regasification services are charged monthly
in arrears, recognised as accrued revenue at the period end and settled within 15 - 30 days from date of i mvonce
(note 11).



' DRAGON LNG GROUP LIMITED - o

" Notes to the Financial Statements
for the year ended 31 December 2021 (contmued)

4 OPERATING PROFIT

Opcratirig profit is stated aftér charging/(crediting) the : 2021 2020

following: , £000 S £°000
Depreciation of property, plant and equipment o . 15,805 o 31,892
Loss on disposal of assets ' 1,432 371
Remuneration of auditors — audit related assurance services 48 . 40
Remuneration of auditors — non audit services (tax advice) ' - 18 ' . 22,

Market value of free EUETS allowances 1ecewed fromthe . - - - : 2,767) .
UK govemment . .

Payroll costs; ) ) . ' ' A
- Wages and salaries ' : . ' . 5,017 ' © 5,557

Social security costs S o T - © 625 o 687 - .
Other pension costs ’ o : 648 658
' o 6290 6,902

The average month‘ly number of employees during the year was as follows; ‘ _
' o 2021 . 2020

number . number

Operations and maintenance v o ' 71 _ - '65'
.‘/A\d_ministraAtionv ‘ ‘ oo _ | S 18 B 18
| 89 83.

The remuneration of the directors is paid and dealt with by the shareholders, Royal Dutch Shell plc and Ancala
Partners LLP. Dragon LNG Group Limited is not lecharged for the services of the duectoxs, nor is it plactxcable
to. allocate their remuneration telated to their services to the group :

-5 NET FINANCE EXPENSE

2021 2020
£°000 . £°000
Finance income A
Interest on short term deposits ’ ] : : B -
Total finance income A ' . L ‘ -
Finance costs
Unwinding of discount on decommlsswnmg provision - o (745) ‘ : ) (727‘)
Interest on leases - . ' , - (1,227) 1(1,319)
* Overdraft interest : o _ . - L )
Foreign exchahge impacts . ' : @ 13
Total finance expenses - e (1,976) ~ (2,037)

Net finance expense . ; S @976 ' (2,033) -

~n



DRAGON LNG GROUP LIMITED

Notes to the Financial Statements
for the year ended 31 December 2021 (continued)

6 INCOME TAX EXPENSE

2021 2020
£000 £000 -
Current tax
Corporation tax at 19.00% (2026: 19.00%) on profit fgl‘ the 778 1,336
“year
Total current tax . 778 1,336
Deferred tax
Current year 2,446 - 1,045
Adjustments in respect of previous yeaArs - ¢))
Effect of changes in tax rates. . 8,8.84 ‘ 2,300
. ’I‘ot‘al deferred tax 11,330 3,344
' Total tax charge reported in the Income Statement 12,108 4,680




'DRAGON LNG GROUP LIMITED
Notes to the Financial Statements :
for the year ended 31 December 2021 (contmued)

6 INCOME TAX L‘XPENSE (contmued)

The taxation assessed for the year is hlgher (2020 hlghel) than the rate applymg in the UK. The differences are

explamed below:

2021 2020

£°000 £000
AProfit' before taxation o A ’ - 15,952 8,643
Profit before ta){atioﬁ multiplied by the UK rate of |
Corporatioq Tax of 19.00%. (2020: 19.00%) 2,651 1,643
Effects of: |
Expenses not deductible for tax purposeé ‘ - - ‘ 573 738
Tax rate change;s o ) - ‘ | - ) 8;884 2,300
Adjuétments in respect of previous years' T ) o - - -" @)) ,
Total income tax - : h 12,:108 4,680

The corporation tax rate remains unchanged at 19%. However, changes to the UK corporation tax rate were
enacted during 2021 increasing the rate to 25% from 1 April 2023. As a result, deferred tax balances have been
recognised at 25% this year (or a hybrid rate in the case of tax losses based on when the deferred tax is expected
to reverse) compared to 19% at the end of 2020 (in accoxdance with the expected rate of reversal enacted at that

date).
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DRAGON LNG GROUP LIMITED

Notes to the Financial Statements
" for the year ended 31 December 2021 (continued)

7 -PROPERTY, PLANT AND EQUIPMENT - GROUP

Jetty . Land Property Admin ~ Tools& - - Officc ° Plant& Vehicles Decomm-
N ildi Equi i Tachi

Locom TOTAL
e Improvements quip Eq A ry lgs;g:;?g o
£000 g0 £000 - £2000 £000 £'000 £000 £2000 £000 2000
éost or valuation . v ,
At 1 January 2020 23,877 6000 1,790 . 282 697 1,859 - 634,301 L2664 A9 691,046
Additions R - . - 20 3:351 32 - ‘ 3403
Dispo‘salsv ' . o - . . - (@81 . . (381
At 31 December 2020 : 23877 6,000 1,790 282 697 . 1,879 637,271 296 21,970 694,062
Accumulate‘d Depreciation
At1 january 2020 3,979 - - 1.300 . 75 697 1,593 " 340417 140 7.878 355,677‘; :
+ Charge for year 402 - 73 . v 9 Co. 128° 29,766 57 v 1457 31,892
Disposals o : - - - - - - ' 10) - ’ - . 0
Azslbece;nberzozo 4,381 - 1373 82 - 697 1,721. 370,173 v 9335 387,959
Net Book Value
At 31 December 2020 1949 ) 6,000 LA 1200 - 158 267,098 99 12,635 306,103
At31 December 2019 19898 C6000 4% L2090 - 6 293884 14 14,092 334963 -




LNG GROUP.LIMITED

Notes to the Financial Statements
for the year ended 31 December 2021 (continued)

7  PROPERTY, PLANT AND EQUIPMENT - GROUP (confinued).

Jeity Land, Property Admin fo_ols‘& . Officc . Plant& - Vehicles ?:sf:::; | TOTAL.
‘ . Impro Building Equip 'Eu pment Machinery T Asset
£000 £000 | £000 £000 1Y £000 £000 £000 2000 . £000
. Costorvalua_ﬁon:' ) S
At January2021. . 2877 6,000 ’ 1790 282 oL 697 1,879 ‘ 637,271 296 o 21,976 694,062
Additions . o BRI - - . 116 g6l9 15 - 8,750
Disposals v . — . ; . o oe® . - - oew
At 31 December 2021 3877 " 6,000 1,790 ' w . e 1,995 ' 642202 s o 21,976 699,124
Acc.u.mulaxed Depr'eciatiqn
At January 2021 a3 - D 1am _ 2 _ 1,721 370,173 197 9,335 " 387959
Charge for year ‘ o ‘402 v - } 7 v 9 | - . 108 - . 14,471 6 - 676 15,805
Disposals e . . o e oL - e
1’31 December 2021 s - 1447 . 91 o7 1829 382,568 _‘ T 10,011 401,688 -
Net Book Value
At 31 December 2021 19,094 6,000 s 191 . . 166 - 259,634 49 11,959 297,436 -
At31 December 2030 19,496 S 6000 - . 47 200 - 158 © 267,098 99 A 12,635 306,103
33.




DRAGON LNG GROUP LIMITED

Notes to the Financial Statements
for the year ended 31 December 2021 (continued)

7  PROPERTY, PLANT AND EQUIPMENT - GROUP (continued)

As set out in the basis of preparation note, property, plant and equiptment include a directors’ valuation of the
jetty. This was transferred from a subsidiary company by means of a distribution in specie at a directors’
valuation of £23m. .

The larid upon which the terminal is built was also originally transferred from a subsidiary company by means of
a distribution in specie at a directors’ valuation of £25m. As part of IFRS conversion work during 2015, this. '
land was revalued by Messrs Lambert Smith Hanipton at £6m as at | Januar y 2014 and is now the asset’s

deemed cost going forward. , ,

Plant and machinery includes the capitalised cost of a right of use assets that are leased by the company (see note
14). : .

The company has no property, plant and equipment.

8  INVESTMENTS .
2021 2020

» £000 £:000
Cost as at | January ‘ : 225,374 259,803
Reduction due to dividend received from subsndlaly (20,107) T (34,429
Cost as at 31 December . ) 205,267 225,374

The directors believe that the carrying value of the investments is supported by their underlying net assets.

The company’s subsidiary undertakings are:’

" Subsidiary : Business : " Share of ' Country of registration
’ ’ Equity
Capital .
Dragon LNG Limited LNG terminal operator 100% England and Wales
Milford Energy Limited Dormant 100%.. .England and Wales

The zegxstel ed address for both’ of these compames is Main Road, Waterston, Mllfond Haven, Pembrokeshu e,
SA73 1DR.- .

¢



- DRAGON. LNG GROUP LIMITED

Notes to the Financial Statements
for the year ended 31 December 2021 (contmued)

9  GOODWILL

: ) ) _ o Group
" Net book value : ' ' » A £000
As at 31 Decembel 2020 and 1 January 2021 . : - . 6,523.

- As at 31 Decem ber 2021 : o A © 6,523

-, The recoverable amount of the group's goodwill and other non-current assets has been determined based on
value in'use calculations. - These calculations use pre-tax cash flow projections based on financial budgets
approved by management for the next financial year. Cash flows beyond that period are estimated using longer
term projections up to the end of the current Throughput Agreement the group has with its customers. Given the
predominantly fixed nature of the group's revenue under the Throughput Agreement; the key assumptions within
the value-in use calculations are the discount rate of 8% and the terminal value of the facility -atthe end of the
current Throughput Agreement.

10 INVENTORIES

Inventones comprise openatmg spares used in the gloup s maintenance activities. Theses inventories are held at
-cost ' which at-the year-end amounted to £2,476,000 (2020 - £2,768 ,000). The value of stock issues charged to
the Income Statement duri mg the year was £243,000 (2020 £293,000).

A proyision for the full book value of the cogen spares (£823,000) was made following the cessation of cogen .
operations in November 2018, this is now reduced to £242,000 as the items have been written off. In addition to
this, a general pnovnslon of £700 000 (2020 £600,000) has been created to allow for stock obsolescence.

11 TRADE AND OTHER RECEIVABLES

'Gl;oup Company Group Company

12021 2021 2020 2020
o £000 £000 £000 -£°000
" Trade receivables ‘ ' 86 - 50 - -
Amounts owed by joint ventme shareholders (see note 22) 2,115 - 997 - -
 Other receivables. ’ _— . 1,732 h ‘ - 633 -
' Prepayments . R . ‘ 1,758 .. - 947 -
‘ ' B 5601 . . - 2,627 ]

‘Trade receivables are non-interest bearing and are generally settled on terms of between 15 and 30 days. No

pr ovision for impairment has been made at 31 December 2021 as all receivables are considered current and there
is no indication of impairment at the balance sheet date. Detalls of the group’s approach to providing for
expectcd credit losses can be found in ‘note 24.

- Amounts due from joint venture shar eholdels and other receivables primarily comprise of revenue earned but not
yet invoiced. No interest is payable on the balances due ﬁom joint venture shareholders wlnch are normal
trading balances w1th standard payment terms.

The carrying amount of tr -ade and other tecelvables are held at amortnsed cost and are considered app1 ox1ma'(e to
their fair value. ' :




DRAGON LNG GROUP LIMITED

‘Notes to the Financial Statements
for the year ended 31 December 2021 (contmued)

12° CASH AND CASH EQU]VALE_NTS

Group  Company Group Company

- 2021 2021 2020 2020

£000 £000 -£'000 £'000

Cash at bank 3,389 33 1,344 33
33 1,344 © 33

3,389

Cash is held in the form of current account balances and short term tleasul y deposits. Interest is earned at

floating rates based upon the daily spot rates.

Cash in&:ludes a Euro current account with a balahce of €1,494 (2020 - €23 5,386).- This has been converted to

Sterling at the year-end conversion rate of £1 = €1.18 (2020 £1
amortised cost and is considered to approximate to its fair value.’

13 TRADE AND OTHER PAYABLES

= €1.12). The carrying value of cash is held at

Group Company  Group Company

2021 2021 2020 2020

£000 £°000 £°000 £000

Trade payables 2,275 - 1,451 -
Accrued expenses 2,077 - 1,816 . -
Amounts owed to joint venture shareholders (see note 22) 7,891 - 2,951 -
Other taxation and socm] secur 1ty ) . 643 - 2,047 -

' ' 12,886 - 8,265 -

It is group policy that payments to suppliers are made in accordance with agreed terms and conditions.

Amounts due to joint venture shareholders are interest free and,'prim‘arily comprise costs incurred but not yet

invoiced. They are normal trading balances with standard payment terms.

The carrying amount of tlade and other payables are held at amomsed cost and are cons:dcred approximate to

their fair value.



DRAGON LNG GROUP LIMITED

_Notes to the F inancial Statements
for the year ended 31 December 2021 (contmued)

14 LEASES

The group leases the jetty foreshore from the Crown Estate as well as various vehicles. Rental contra_éts are
typically made for fixed périods. The foreshore lease is for 60 years (ending in 2066) and the vehicle leases are

* . for 3-5 years. The contractual arrangement with Air Products for provision of a nitrogen plant also falls within-

the definition of a lease Full details of the accountmg policy for leases pmwded in note 2.

~ Amounts recognised in thc statemcnt of financial posmon

2021 . 2020

_ £2000 - £000
Right-of-use assets (net book value) ' : )
Plant & machinery — Nitrogen plant g : o 15,871 . 16,804
ety : . © A 821 840
Vehicles 4 ' S o 28 - 71
o ' o 16,720 115
2021 . 2020
£2000 © £'000
Lease liabilities T
Current - ' o - - 2,055 1,987
Non-current : - , " 17,768 . o 19,811
' ' ' 19823 . 21,798
Amounts recognised in the statement of comprehensive-income
2021 . 2020
_ £2000 - ~ £2000
._ Depreciation charge on right-of-use assets ) o L ‘ A
Plant&xnaclline'ty—Nittogcn plant . . - ; 933 - . 1',86‘7.
Jetty R ' ' 1 . 19 . : 18
Vehicles . 4 L . 8. 50
' o ' ' 1,010 1,935
2021 2020
, . - £000 ‘ £000 -
Interest expense _ : o 1,227 - 1,319

1,227 o 1,319




DRAGON LNG GROUP LIMITED

‘Notes to the Financial Statements .
for the year ended 31 December 2021 (continued)

15 PROVISIONS FOR LIABILITIES

Group Cdnlpan’y Group Company

2021 2021 2020 2020

' £000 £000 £000 £000

Terminal decommissioning provision - at | January - 29,799 - 2‘9,072 -
Unwinding of discount charged to the Income Statement 745 - : - 727 -
At 31 December ' : 30,544 . - - 29,799 -

Dragon LNG Limited is required at the end of the project life to decommission its facilities. In accordance with

1AS 37, a'decommissioning provision has been established to meet this obligation based on the current best

~ estimate of the future costs to be incurred at the end of the terminal’s life which is estimated to be 30 years. The

amount has been calculated on a discounted basis with the impact of the discount unwinding each year being

- charged as a finance cost in the Inoome Statement.

15 D_EFERRED INCOME TAX - GROUP

Movement in deferred tax (assets) and liabilities:

Non Timing Tax Derivative  TOTAL
currernt differences’ fosses : :
" (assets)/
liabilities .
£000 £000 £’000 o £2000 £000 -
Balance at 1 January 2020 S 30,127 - (263) (10,311) - 19,553
Chat ge to income statement 2,192 81 1,072 - " 3,345
Adjustments in respect of pxewous years @) ‘ I - - )
Balance at 31 December 2020 . 32,317 (181) (9,239) - 22,897
Charge to' income statement : - 11,086 6 238 - 11,330
Balance at 31 December 2021 43,403 (175) {9,001) - 34,227
Déferred tax assets ' - “(175) (9,001) - 9,176)
" Deferred tax liabilities © 43,403 - - - : - 43,403
34,227

Total ' 43,403 (175 (9,001) -

The deferred tax asset includes an amount of £2,232k (2020 - £2,050k) estimated as recoverable within one year.

The deferred tax liability includes an amount of £ni} (2020 - £1,950k) payable within one year.

The company doés not have any deferred tax balances.



DRAGON LNG GROUP LIIVHTED

Notes to the Fmancnal Statements
for the year ended 31 December 2021 (contmued)

17 ORDINARY SHARES

- 2021

2020

L2020

'Gro'up.and company - - S 2021
: ) o Number £ Number £
Ordinary shares of £0.01 each I . 86,670 866.70 86,670  -866.70
- Total o - 86,670 86670 86,670 . 866.70
' 18 DIVIDENDS PAID -

Group -\Compa'ny Group Company
. 2021 . 2021 2020 2020
_ . £000 £000 £000 ~  £000
Authorised, issued and fully paid ’
Equnty dividends on ordinary shares - ‘ © 20,107 20,107 34,429 34,429

~ (£232.00 per £0. 01 share (2020 £397.25 pex £0 01 shate)) :
: 20,107 20,107 . 34429 34,429

19 CASH GENERATED FROM OPERATIONS o

Group Company Group = Company
- 2021 2021 2020 202()
- A ) £°000 £000  £000 £000
Operating profit - o ' i : © .0 15928 Co. 1-0,676 B -
':Deplecmtlon ‘on prope:ty, plant & equtpment . 15,805 - 3 1‘,892' -
'Loss on disposal of assets ’ : ' 1,432 - 371 -
Net proceeds of insurance claim ' i _‘ 181 - - -
Decrease/(Increase) in inventories ~ © . - - 292 - Q) -
(Increase) in trade and-other receivables ‘ L '(3,065) - - - 48D -
Inciease/(Decrease) in trade and other payables : .. 4,621 - (1,980) -
Cash generated from operations . B : 35,194 - -

- 40,465




DRAGON LNG GROUP LIMITED

‘Notes to the Financial Statements
for the year ended 31 December 2021 (contmued)

20 CAPITAL COMMITMENTS

Group  Company Group Company

2021 - 2021 2020 2020

. £°000 £°000 - £000 . £000

Contracts placed for future capital expendltme not provided 520 - . - 592 . -
in the ﬁnanc1al statements - ‘ ] .

Total ' ' , o ' 520 - 592 -

21 IMMEDIATE AND ULTIMATE PARENT COMPANIES

’l’he D:agon LNG Group lelted shale capital is held 50% by BG Energy Holdings Limited and 50% by Ancala .
LNG Limited.

BG Energy Holdings Limited is a wholly owned subsxdlal y of BG Group Limited (formerly BG Group plc)
which is ultimately connolled by.Royal Dutch Shell pic, a company registered in England and Wales.

Ancala LNG. Limited is owned by investment funds managed by Ancala Partners LLP, a limited liability
- par tnelshlp registered in England and Wales,

an



DRAGON LNG GROUP LIMITED

Notes to the Financial Statements
for the . ycar ended 31 December 2021 (contmued)

22 RELATED PARTY TRANSACTIONS

Related palty t1'ansact|ons are set out below.

- Invoiced or . Invoiced or
accrued  OQutstanding accrued  Outstanding
during - asat | during as at
the ycar 31 December the year- 31 December
: 2021 <2021 2020' 2020
Income & Recharges ' ‘ - £000 £°000 £°000 ~£000 ¢
Royal Dutch Shell Plc and its subsidiaries =~ 38,271 . . 2,115 35,202 - 997
38271 - 2,115 35202 997 -
Purchases
Royal Dutch Shell'Plc and its subsidiaries 26433 7891 . 12915 2,935
Ancala Partners LLP and its subsidiaries o 207 s A 216 - ' ].6
' 26,640 7,891 13, 131 2951

" The outstaudmg purchases figures above mclude costs that will be deducted from revenue in the followmg
‘month.

Key managenient compensation
‘Key management includes the company directors and the group’s resident senior management team.

-Group . Company Group Company

2021 . 2021 ©. 2020 0 2020
_ ' £000 . £000 £000 - - £000
Salaries and other short-term employee benefits ., L 695 - ‘ ,729‘ - -
Pension contributions ‘ o . B a o .29 - 31 .
“Total N L 14 - 760, -

Thele are no other beneﬁts or share based payments to key management. The above ﬁgm es mclude payloll
costs and the costs of secondees rechar ged to the group by.its, shal eho]dels



DRAGON LNG GROUP LIMITED

Notes to the Financial Statements
for the year ended 31 December 2021 (continued)

23 FINANCIALINSTRUMENTS

The table below provides a summary of the group and company’s financial instruments.

_Group o : : : " Financial Total
assets at £000
amortised '
‘cost
- £°000
Financial assets - 2021 . _ A

Cash and cash equivalents ' . 3,389 3,389
Trade and other receivables (excluding prepayments) 3,933 3,933
Total ' - 7322 1,322

Financial'assets -2020

Cash and cash equivalents - : 1,344 1,344
Trade and other receivables (excluding prepayments) . 1,680 1,680

Total - - . 3,024 3,024

The company’s ﬁﬁancial assets were cash and cash equivalents of £33,000 (2020: £33,000) all held at amortised
cost. -

The group and compariy’s financial asséts are held in a business model whose purpose is to collect contractual
cash flows and consist solely of principal and interest. Financial assets are initially measured at fair value and are
subsequently measured at amortised cost. :

There has been no change to the measurement categories of financial instruments as a result of adopting IFRS 9,
and no financial assets have been de-recognised in the period.

Group o : E o Financial Total

: liabilities at £000

' amortised ‘
cost
£2000

Financial liabilities - 2021. )
Lease liabilities : 19,823 19,823
Trade and other payables (excluding tax) . 12,243 . ‘12,243
Tatal - 32,066 32,066
Financial liabilities - 2020 ST
Lease liabilities , , ' - 21,798 21,798
Trade and other payables (excluding tax) _ - 6,218 6,218

Total : ' ‘ 28,016 - 28,016




DRAGON LNG GROUP LIMITED

Notes to the Financial Statements ,

for the year ended 31 Becember 2021 (continued) -

23 FINANCIAL INSTRUMENTS (continued)

The company’s financial liabil'ities‘wél‘e trade and other payables of £nil (2020: £nil) all held at amortised cost.
24 FINANCIAL RISK MANAGEMENT

Liquidity risk

The gfoixb’s pringcipal ﬁnancial risk is the liquidity risk that would arise if the terrr.)inall"was unavailable for use
by the customers, resulting in-a lost income and reduced availability of cash.. As described in the Strategic
Report, the group seeks to minimise this risk by maintaining the plant to a high standard. Should shortage of

liquidity become an issue the group has the ﬂex1b1l1ty to reduce the d1v1dcnd payments to its shal eholders.

"The group has no obllgatlon to'make any payments to shareholders and has no thll‘d party finance liabilities other
. than leases, and short tenn trade and othcx payables as summa1 ised below;

Due after 3

Due.wnthm 1 | Due between Duc between TOTAL
year 1 and 2 2and3 years :
years years
£'000 £°000 "£'000 £000 £'000
At 31 December 2021 o '
| Trade and other payables 12,886 - - - 12,886
Lease obligations (undiscounted) 3,241 3,223 3,218 17,181 26,863
TOTAL 16,127 3,223 3,218 17,181 39,749
At 3l Deccmber 2020
Trade and other payables 8,265 - - - 8,265
Lease obligations (undiscounted) 3,228 3,200 3,186 20,183 29,797
TOTAL 11,493 3,200 3,186 20,183 38,062

From time to time the firm accesses a small shoﬂ term oveldlaft facility but this is not considered to increase

‘liquidity risk.

Electricity price risk

The group pays the market price for the electricity it imports from the national grid, so expenditure is subject to”
fluctuations arising from variations in the electricity price. During 2021 the average electricity price was -
£125/MWh (2020 - £36/MWh). Based upon forecast 2022 import volumes, an increase of £ {/MWh would cost
the group £46,000 in additional import costs (net of customer recharges). The group has currently chosen not to.
hedge this risk but uses demand management which aims to reduce consumption through plant optimisation and
efficiency initiatives.

. Gas price risk

The group receives the market price for the fuel gas allowahce that it does not use, so income is subject to
fluctuations arising from variations in the gas price. During 2021 the average gas price was £39,000/GWh (2020
- £8,700/GWh). Based upon forecast 2022 export volumes, a decrease of 1%-in the gas price would cost the

- company £37,000 in lost incoime. The company has cuuently chosen not to hedge this risk.



' DRAGON LNG GROUP LIMITED

‘Notes to the Financial Statements
for the year ended 31 December 2021 (continued)

24 FINANCIAL RISK MANAGEMENT {continued)
Interest rate risk

The group does not have any borrowings (other than a small, short term overdraft facility) upon which interest is
being charged so this risk is minimal. Any surplus cash is placed on short term treasury deposit at an average -
rate of 0.00% (2020 — 0.16%). Interest earned during the year on these deposits amounted to £nil (2020 -
£4,000), so any reduction in interest rates will have an insignificant effect on the group.

 Credit risk
Credit risk is'the risk that one party to a financial instrument will fail to discharge an obligation and cause the
other party to incur a financial-loss. The group’s exposure to credit risk is indicated by the carrying amount of -
its assets which consist principally of bank balances and trade receivables. The directors believe that this risk is
minimal as the bank balances are held with a major financial institution and the receivables are due from large

multinational companies.

The-maximum exposure to credit risk is represented by the carrying values of the assets below;

2021 2020

) £'000 £°000

Cash and cash equlvalents 3,389 1,344

Trade and other receivables (excluding prepayments) ’ o 3,933 1,680
. ‘ 7,322 3,024 -

 Expected Credit Loss Assessment (“ECL "v)

)

The group’s trade and other receivables are subject to consxdelatlon in respect of ECLs.

. The main component of trade and other receivables are pxepayments for business rates and insurance, with the -
remainder being balances due from the group’s two main customers (both major international oil and gas
companies). The group has' therefore not made any provision for ECL at the reporting date. ’

The group keeps this position under regular review, using available reasonable and supportive forward looking
information including:

-. -monitoring the continued timely collection of receivables,

- changes in counterparty credit ratings,

- . any actual or expected changes in the industry or economic conditions that could cause a significant
change to the borrower’s ability to meet its obligations,

- actual or expected significant changes in the operating results of the borrower

- sngmﬁcant changes in the value or nature of collateral supporting the obhgatxon or the quality of any
third palty guarantees or credit enhancements. :

A default on a financial asset is when the counter| party fails to make contractual payments within 30 days past due
in makmg contractual payment.

Financial assets are written off when there is no reasonable expectation of recovery. The gloup ebldbllshes a
provision for doubtful debts if they are more than 180 days past due. The group continues to engage in
enforcement-activity until it is determined that the debt is uncol]ectlble at wh1c]1 point the outstanding amount is
written off in full. -




DRAGON LNG GROUP LIMITED

Notes to the Fmancnal Statements S
for the year ended 31 December 2021 (contmued)

24 FINANCIAL RISK MANAGEMENT (contmued)
Fdrelgn currency r wk

In the normal course of oper anons fonelgn currency transactions xepxesent less than 1% of total costs so thxs risk
is conmdeled minimal. :

The gr oup has a Euro current account whlch had a balance of €1 494 (2020 €235 ,386) at the year end.
Capltal rlsk '

The group does.not have any borrowings (other than the leases and a small, short term overdraft facility) andis .
entirely funded by equity. Consequently, gearing calculations are not required-and capital risk is negligible.




