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~BP EXPLORATION (ALPHA) LIMITED .
(Reglstered No0.01021007)

ANNUAL REPORT AND FINANCIAL STATEMENTS 2018

Board of Drrectors AD Flores . . _ .
S J MacRae c
S K Mukundan
D A Rider
BD Ritchie

'The dlrectors present the’ strateglc report, their report and the audited financial statements for the year ended
31 December 2018.
STRATEGIC REPORT

Results

The loss for the year after taxation was $311,748,000 which, when added to the accumulated loss brought
forward at 1 January 2018 of $3, 880 834,000, glves a total accumulated loss carried forward at 31 December '
2018 of $4,192,582,000.

Principal activiti'es and review of the business

BP Exploratlon (Alpha) Limited is engaged in the e‘(ploratlon for and productlon of oil and natural gas from
interests in the UK and overseas. :

The company's project office in India has.a 30% interest (increased to 33% as a post balance sheet event) in
one oil and gas production sharing agreement (PSA) and a 33.33% participating interest in another oil and gas
PSA, all operated by Reliance Industries Limited (RIL). In April 2018 the Project Office in India and RIL
sanctioned the ‘Satellite cluster’ project in Block KGD6. The ‘Satellite cluster” is the second of three projects
in the Block KGD6 integrated development. The first of the prOJects development of the ‘R-Series’ deep- -water
gas fields, was sanctioned in June 2017 and is currently under development and is expected to come on stream
in 2020: The Satellite cluster isa dry gas development and comprises four discoveries with a five well subsea -
development in Block KGD6, off the east coast oflndia« and is expected to come on stream in 2021.

InJune2019 BP sanctioned MJ prOJect (also known asD55), the th1rd phase inthe development of new deepwater
" gas ﬁelds in Block KGD6

Operations in the UK Southern North Sea ceased production in October 2018. Both Miller field and the V-
* fields (North Valiant, Vanguard, Vampire, Vulcan, and Viscount) are in the decommissioning phase, hence
susceptible to any revision in decommissioning estimates. The lmpalrment reversal of $8,515,000 (2017
$29,064,000) arose as a result of revisions to the decommlssromng cost estrmates and a change in the apphcable
foreign exchange rates. . : ‘

The key financial and other performance indicators during'the year were as follows:

2018 2017 Variance

o . : _ ‘ $000 $000 %
Turnover . : B 65,013 197,006 - (33)°
Operating loss , S (49,428) - (328,817) (85
(Loss) / profit for the year ' ' - , (311,748) 320,462 197
Total equity : : 3,408,977 3,720,725 - * (8)
E
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~ . . STRATEGIC REPORT
2018 2017 Variance
. ‘ % 4 % I
- Quick ratio . : 210 56 (35) -

Thie reduction in turnover in the year mainly resulted from a decrease in the natural gas sales of the India branch.
This reduction was driven by both a reduction in the quantities produced and sold and includes the cessation
of production in India's D26 field in Block KGD6 during the year. The reduction in turnover was also due to a
decline in gas sales of the North Sea branch as the V-Fields area was being gradually decommnssnoned and
ceased productlon in 2018.

The decrease in operating loss from prior year is primarily due to a reductlon m the deprecratlon chargeasa
result of India's D1D3 field i in Block KGD6 being fully depreciated. -

The loss for the year is due to the deferred ‘taxation charge which mamly‘ derived from the foreign exchange
impact due to the weakening of Indian rupee against the USD. : ' '

Principal risks and uncertainties

The company aims to deliver sustainable value by identifying and -responding successfully to risks. Risk
* management is integrated into the process of planning and performance management for the BP group.

The risks listed below, separately or in combination, could have a material adverse effect on the implementation
of the company’s strategy, business, financial performance, results of operations, cash flows, liquidity, prospects,
shareholder value and returns and‘reputation. Unless stated otherwise, further details on these risks are included
within the risk factors in the strategic report of the BP group Annual Report and Form 20-F for the year ended
31 December 2018. :

- Strategic and commercial risks

* Prices and markets -
The company’s financial performance is SUb_]CCt to ﬂuctuatmg prlces of oil, gas and refined products '
technological change exchange rate ﬂuctuatlons and the general macroeconomic outlook.

Access, renewal and reserves progression :
The company’s inability to access, renew and progress upstream resources in a tlmely manner could adversely
affect its long-term replacement of reserves.

Major project delivery - :
Failure to invest in the best opportunities or dellver major projects successfully could adversely affect. the
" company’s financial performance

Geopolitical ' ‘ :
The company is exposed to a range of polmcal developments and consequent changes to the operating and
regu]atory environment. .

The impact of the UK's exit from the EU .
-Following the referendum in 2016, BP has been assessing the potential impact of Brexit on group compames
BP has been preparing for different scenarios for the UK's exit from the EU but does not believe any of these
scenarios will pose a significant risk to the business. The BP board's geopolitical committee discussed this,
_ mostrecently inMay 2019. BPcontmuesto monitor developments inthis areain line with group risk management
_ processes and procedures .

Jomt arrangements and contractors :
The company may have limited control over the standards operatlons and complrance ofits partners contractors
and sub contractors.. ‘
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Digital mfrastructure and cybersecurity
Breach of the company’s dlgltal security or failure of its digital | mfrastructure could damage its operatlons and

reputatlon

Climate change and the transition to a lower carbon economy '
Policy, legal, regulatory, technology and market change related to the issue of climate change could i mcrease
costs, reduce demand for our products, reduce revenue and 11m1t growth opportunities.

Competttzon : :
Inability to remain efficient, innovate and retain an-appropriately skllled workforce could negatively 1mpact
del1very of the company ’s strategy in a hlghly competitive market. :

Crisis management and business continuity :
 Potential disruption to the company ’s busmess and operatlons could occur rf it does not address an incident
effectively. .

Insurance ‘
The BP group’s insurance strategy could expose the BP group to material uninsured.losses whichin turn could
adversely affect the company. ' A

Safety and operatlonal rlsks

: Process safety, personal safety.and envrronmental risks :
The company is exposed to a wide range of health, safety, secunty and environmental rlsks that could result in
regulatory action, legal liability, increased costs, damage to its reputation and potentially denial of its licence
to-operate. : '

Drilling and production
Challengmg operational environments and other uncertalntles can impact drilling and product|on actlvmes
- Security - :
Hostrle acts against the company ’s staff and actlvmes could cause-harm to people and drsrupt its operations.

Product qualzty
-Supplying customers with off- speuﬂca‘non products could damage the company’s reputation, lead to regulatory
action and legal liability, and potentially lmpact its ﬁnancral performance

Compliance and control risks

Regulation 4 :
Changes in the regulatory and legislative environment could increase the. cost of comphance affect the
' company’s provrslons and limit its access to new exploration opportunities.

Ethtcal misconduct and non-compliance
" Ethical misconduct or breaches of applicable laws by the company’s businesses or its employees could be
damaging to its reputatlon and could result in litigation, regulatory action and penalties.

Reporting
Failure to accurately’ report the company ’s data could lead to regulatory action, legal llabrlrty and reputational

damage
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“Financial risk management

The corhpany is exposed to a number of different financial risks arising from natural business exposures as
well as its use of financial instruments including market risks relating to commodity prices, foreign currency
exchange rates and interest rates; and credit risk. Further details on these financial risks are included within
Note 29 of the BP group Annual Report and Form 20-F for the year ended 31 December 2018.

" Authorized for issue by Order of the Board

DocuSigned by:

(, mas

02DCP859;

* Forand on benalf of
‘Sunbury Secretaries Limited
. Company Secretary

Septemper 27,2019

Registered Office:

.('.I)

Chertsey Road
Sunbury on Thames
Middlesex

TW16 7BP

United Kingdom
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' DIRECTORS' REPORT

BP EXPLORAT ION ( ALPHA) LIMITED
" Directors
The present dlrectors are hsted on page ]

S J MacRae, S K Mukundan, D A Rider and B D Ritchie served as directors throughout the financial year
Changes since 1 January 2018 are as follows:

. Appointed o Résigned

C H Fitzpatrick - A | A — 31 May 2018
ADFlores s . 23 May 2018 —

M J Thomas - S : ' o -, 15 March 2018

- Directors' indemnity

The company indemnifies the directors in its Artlcles of Assocratlon to the extent allowed under section 232
" of the Companies Act 2006. Such qualifying third party indemnity provisions for the benefit ofthe company’s
directors remain-in force at the date of this report.

. Dividends

'The company has not declared any d1v1dends durmg the year (2017 $Nil). The directors do not propose the
payment of & dividend.

Financial instruments :

In accordance with section 414C of the Companies Act 2006 the directors have included information regarding -
financial instruments as required by Schedule 7 (Part 1.6) of the Large and Medium-sized Companies and
Groups (Accounts and Reports) Regulations 2008 in the strategic report under Financial risk management.

Future developments

The directors consider that, despite the uncertainties deriving from the eurrent economic environment and the
loss reported for the year, the company has adequate resources to continue in operational existence for at least
* the next 12 months from the date these financial statements were approved. ‘ '

It is the intention of the directors that the business of the corhpany will continue f'or'the foreseeable future.
Post balance sheet events

Pursuant to Niko (NECO) Limited’s (Niko) default in payment of cash calls in KGD6 block from QOctober 2018
onwards, Niko has in May 2019 withdrawn from the KGD6 block and has executed the transfer documents for
assignment of its 10% participating interest in favour of RIL (6. 67%)and BP(3. 33%), which have been approved
by Government of India effective 29 August 2019. Considering the above facts this transaction has been

consndered as a non- adJustmg post balance sheet event. ’

. In June 2019, BP sanctioned MJ project (also known as D55), the third phase in the development of new
deepwater gas fields in block KGD6 off the east coast.of India. .
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DIRECTORS' REPORT"'

Directors"statemént as to the disclosure of information to the auditor

The directors who were members of the board at the time of apprbving the directors’ report.are listed on page
1. Having made enquiries of fellow" dlrectors and of the company ’s auditor, each of these directors conﬁrms
that:

* To the best of each director’s knowledge and belief, there is no information relevant to the preparatlon of
the auditor's report of which the company’s audltor is unaware; and

.+ Each director has taken all the steps a director might reasonably be expected to have taken to be aware of
relevant audit information and to establish:that the company’s auditor is aware of that information.

Authorized for issue by Order of the Board
DocuSigned by: T

(Tlomas S

020008592A9A4M

For and on behalf of
Sunbury Secrétaries Limited .
Company Secretary

September 27, 2019 - Lo .

Registered Office:

Chertsey Road

Sunbury on Thames.

Middlesex .
TWI67BP =~ - . L
United Kingdom - B
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'STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT
OF THE FINANCIAL STATEMENTS

BP EXPLORATION (ALPHA) LlMITED

The dlrectors are responSIble for preparmg the Strateglc Report, the Dlrectors Report and the financial
statements in accordance with apphcable UK law and regulatnons

, Company'law requires the directors to prepare ﬁnancnal statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law) including Financial
Reporting Standard 101 ‘Reduced Disclosure Framework’. Undef 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

< company and the profit or loss for that period. In preparing these financial statements, the directohs are required
to: :

+ . select suitable accounting policies and then apply them consistently;
. ‘make judgements and estimates that are reasonable and prudent;

.+ state whether apphcable United ngdom accountmg staridards have been followed subJect to any
materlal departures dlsclosed and explamed in the fi nanc1al statements and

'+ prepare the financial statements on the gomg concern basis unless it is mapprOprlate to presume ‘that *
the company will continue in busmess :

The directors are responsible for keeping adequate accounting records that are sufficient to'show and explain -
the company’s transactions and disclose with reasonable accuracy at any time the financial position of the
company -and enable them to ensure that the financial statements comply with the Companies Act 2006. They
are also responsible for safeguarding the assets of the company and hence for taking reasonable steps. for the
prevention and detection of fraud and other lrregularmes ' :

The directors confirm that they have complied with these requirements and, having a reasonable expectation
" that the company has adequate resources to continue in operational existence for at least the next 12 months
- from the date these f'nancnal statements were approved, ‘continue to adopt the going concern basis in preparmg :
‘the financial statements. : :
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INDEPENDENT AUDITOR'S REPORT

S ' TO THE MEMBERS OF BP EXPLORATION (ALPHA) LIMITED

Report on the audit of the financial statements

Opinion”
In our opinion the fnancral statements of BP Exploration (Alpha) lerted (the company): -
*  give atrueand fair view of the state of the company’s affairs as at 31 December 2018 and oflts loss for the year
then ended
+  have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practlce,
including Financial Reporting Standard 101 “Reduced Disclosure Framework™; and
» have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements which comprise:
+ the profit and loss account;’ ' '
+ the statement of comprehensive income;
» the balance sheet;
+ the statement of changes in equrty, and
» the related notes 1 to 23.

"The financial reporting framework that has been applied in their preparation is applicable' law and United Kingdom
Accounting Standards, including Financial Reportmg Standard 101 “Reduced Dlsclosure Framework” (United Kingdom
Generally Accepted Accounting Practice).

Basis for opmlon

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and appllcable law. .
-Our responsibilities under those standards are further described in the auditor’s responsibilities for the audit of the financial
statements section of our report.

We are independent of the co\mpany in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the Financial Reporting Council's (the ‘FRC’s’) Ethical Standard, and we have fulfilled
our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern :
We are required by ISAs (UK) to report in respect ofthe following matters where:

approprlate or

.+ the directors have not dlsclosed in the financial statements any 1dent1ﬁed materra] uncertainties that may cast
significant doubt about the company’s ability to continue to adopt the going concern basis of accounting for a
period of at least twelve months from the date when the financial statements are authorized for issue.

~ We have nothing to report in respect of these matters.

Other information :

The directors are responsible for.the other mformatron The other information comprises the 1nf0rmat|0n included in the
" annual report, other than the financial statements and our auditor’s report thereon. Qur opinion on the financial statements

does not cover the other information and, except to the extent otherwise, explicitly stated in our report, we do'not express

any fonn of assurance conclusion thereon. - .

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing
50, consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained
inthe audit or otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether there is a material misstatement in 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 in respect of these matters.

* the directors’ use of the gomg concern basis of accountmg in preparatlon of the ﬁnancral statements is not -

TT
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"INDEPENDENT AUDITOR'S: REPORT

Responsrbllltles of directors

As explained more fully in the statement of directors’ responsibilities, the directors are responsrble for the preparatnon of
the financial statements and for being satisfied that they give a true and fair view, and-for such internal control as the -
directors determine is necessary to enable the preparation of ﬁnancral statements that are free from material misstatement,
whether due to fraud or error.

In preparing the fmancral statements, the directors are. responsrble for assessing the company’s ability to continue as a -
going concern, disclosing, as applicable, matters related to gomg concern and using the going concern basis of accounting
unless the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do
«
Auditor's responsnbllltles for the audlt 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 efror, 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 accordarice with ISAs (UK) will always detect
..a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to mﬂuence the economic decisions of users taken on
the basrs of these financial statements.

A funher description of our responsibilities for the audit of the financial statements is located on the FRC s websnte at:
www.frc.org. uk/audntorsresponsrbllmes This description forms part of our auditor’ s report. :

Report on other legal and regulatory requirements

Opinions on other matters prescribed by the Companies Act 2006
»In our opinion, based on the work undertaken in the.course of the audit:
+  the information given in the strategic report and the directors’ report for the financial year for which the fnanCIal
.statements are prepared is consistent with the financial statements; and
+ the strategic report and the directors’ report have been prepared in accordance with applicable legal requirements.

In the light of the knowledge and understanding of the company and its environment obtained in the course of the audit,
~ we have not identiﬁed any material misstatements in the strategic report or the directors’ report.

Matters on whlch we are required to report by exception
Under the Companies Act 2006 we are required to report in respect of the following matters if, in our oplmon
»  adequate accounting records have not been kept, or returns adequate for our audit have not been received from
_ branches not visited by us; or : .
o the ﬁnancral statements-are not in agreement with the accounting records and returns; or
"+ certain disclosures of directors’ remuneration specified by law are not made; or
"+ we have not received all the lnformatlon and explanatlons Wwe require for our audit.

We have nothing to report in respect ofthese matters.

Use of our report :

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 ofPart 16 ofthe Companies

“Act 2006. Our audit work has been undertaken so that we might state to the company’s members those matters we are

required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not

accept or assume responsrblllty to anyone other than the company and the company’ ’s members as a. body, for our audit
~ work, for this report, or for the opinions we have formed.

DocuSigned by:

\

373BBBE42FCBAOE...

William Brooks FCA" (Semor Statutory Auditor)
for and on behalf of Deloitte LLP . Statutory Audltor
London, UK '

September 27, 2019
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PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 31 DECEMBER 2018

BP EXPLORATION (ALPHA) LIMITED

2018 - 2017

_ : , _ , Note - - $000 ) $000
Turnover o L ’ 3 65,013 97,006
Cost of sales I o (130,505) - (409,341)
Gross loss - ‘ | o S (65,492)  (312,335)
Exploration expenses E s S (10,191) (5,578)
Administrative expenses o _ 16,792 "~ (30,175)
Other operating income 2 : , o : : 836 3,332
Profit / (loss) on sale or termination of operations - 4 112 (13,125) .
Reversal of impairment of tangible assets - 1 - - 8515 29,064
Operating loss ' o - 4 ©(49,428) - (328,817)
Interest receivable and similar income e 6 6,681 3,967
[ntefest payable and similar expenses 7 . (4,921) - (2,356)
Loss before taxation ‘ o . . . (47,668) (327,206) -
Tax on loss . ‘ - o o - 8 | (264,080) 647,668
(Loss) / profit for the year | : T (31,748) 320,462 -

The loss of $311,748,000 for the yéar ended 31 December 20.18 was derived in 'if_s entiretyb from continuing’
~ operations. o ' o : : : . .

STATEMENT OF COMPREHENSIVE INCOME

- FORTHE YEAR ENDED ‘31 DECEMBER 2018

There is no comprehensive income attributable to the shareholders of the company other than the loss for the
year. o

10
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' - BALANCE SHEET

AT 31 DECEMBER 2018

BP EXPLORATION (ALPHA) LIMITED
(Registered No. 01021007)

Authorized for issug on behalf of the Board
- OocuSigned by: -

| Daid Kider
C104E4FASESCA407 ...

- D A Rider

Director

. September 27, 2019

11

- 2018 © 2017
Note $000 - ~ $000
Fixed assets ) .
. Intangible assets 10 . 1,264,176 1,520,672
Tangible assets 11 © 1,509,819 1,270,594,
' 2,173,995 2,191,266
. Current assets - _ ' _ o
Stocks : 12 28,126 33,563
Debtors - amounts falling due:
. within one year . 13 - 53,725 60,337
after one year 13 55,358 35,554
Deferred tax assets: 8 1,156,853 1,427,392
Cash at bank and in hand 1,356 782
' 1,295,418 1,557,628
Creditors: amounts falling due within one ye'af 14 (257,598) (1408,791)
Net current assets 1,037,820 . 1,448,837
TOTAL ASSETS LESS CURRENT LIABILITIES 3,81 1,815 4,240,103 -
Creditors: _aﬁmunts falling due after more than one year 14 (22) (32)
"Provisions for liabilities and charge o . . A ] _
Other provisions - - 16 (402,816) (519,346)
NET ASSETS 3,408,977 3,720,725
Capital and reserves _ . :
Called up share capital‘ 17 7,601,559 © 7,601,559
Profit and loss account 18 (4,]92,582). (3,880,834)
TOTAL EQUITY 3,408,977 3,720,725

T
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STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2018

BP EXPLORATION (ALPHA) LIMITED

Called up -  Profit and
share capital  loss account

" (Note 17) (Note 18) Total

$000 $000 $000

- Balance at 1 January 2017 : ‘ -~ 7,601,559 (4,214,421) 3,387,138
Profit for the year, representing total comprehensive incomé - 320,462 320,462

+ Recycling of foreign exchange on termination of operation : - 13,125 . 13,125
Balance at 31 December 2017 ' . ©- 7,601,559 (3,880,834) 3,720,725
Loss for the year, representing total coniprehensive income - (31 1,748) (311,748)
Balance at 31 December 2018 4 - 7,601,559 (4,192,582) . 3,408,977
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- NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2018

BP EXPLORATION (ALPHA} LIMITED

1. . Authorization of financial statements and statement of compliance with Finaneial Reporting Standard
101 Reduced Disclosure Framework (FRS 101) ' -

The financial statements of BP Exploration (Alpha) Limited for the year ended 31 December 2018 were approved
by the board of directors on 26 September 2019 and the balance sheet was signed on the board’s behalf by D
* ARider. BP Exploration (Alpha) Limited is a private company, limited by shares incorporated, domiciled and
‘registered in England and Wales (registered number 01021007). The company's registered office is at Chertsey
Road, Sunbury on Thames, Middlesex, TW16 7BP, United Kingdom. These financial statements were prepared -
in accordance with Financial Reporting Standard 101 'Reduced Drsclosure Framework' (FRS 101) and the
‘provisions of the Companies Act 2006.

2. Significant accounting policies, judgements, estimates and assumptions -

. The significant accountmg policies and critical accountmg Judgements estimates and assumptlons of the
company are set out below. . .

B _ Basis of preparation

"These financial statements have been prepared in accordance with FRS 101. The financial statements have been
. prepared under the historical cost convention. Historical cost is generally based on. the fair value of the
. consideration given in exchange for the assets : '

The accounting pohmes that follow have been consrstently applled to all years presented except where otherwrse .
indicated. o _

. As permltted by FRS 101, the company has taken advantage ofthe disclosure exempnons avallable under that -
- standard in relation to: -
(a) the requirements of paragraphs 62, B64(d) Bé64(e), B64(g), B64(h), B64(j) to B64(m), B64(n)(||)
B64(0)(ii), B64(p), B64(q)(ii), B66 and B67 of IFRS 3 Business Combinations
(b) the requirements of IFRS 7 Financial Instrumerits: Disclosures
~ (c) the requirements of paragraphs 91 — 99 of IFRS 13 Fair Value Measurement
(d) the requirements of paragraphs 10(d), 10(f), 16, 38A, 38B, 38C, 38D, 40A 40B, 40C, 40D 111 and
134 to 136 of IAS 1 Presentation of Financial Statements
(e) the requirement in paragraph 38 of IAS 1 Presentation of Financial Statements to present comparatlve
information in respect of:
() paragraph 79(a)(iv) of IAS 1 :
(ii) paragraph 73(e) of IAS 16 Property, Plant and Equrpment
(iii) ~paragraph 118(e) of IAS 38 Intangible Assets -
(D) the requirements of IAS 7 Statement of Cash Flows
 (g) the requrrements of paragraphs 30 and 31 of IAS 8 Accountmg Policies, Changes in Accounting
Estimates and Errors in relation to standards not yet effective .
(h) the requirements of paragraph 17 and 18A of IAS 24 Related Party Dlsclosures
(1) therequirements of [AS 24 Related Party Disclosures to disclose related party transactions entered into
between two or more memberts of a group, provided that any subsrdrary whichisa party tothe transactlon
is wholly owned by such a member
() the requirements of paragraphs I30(f)(u) 130(f)(iii), 134(d) to l34(f) and 135(c)- 135(e) of IAS 36,
Impairment of Assets
(k) the requirement of the second. sentence of paragraph 110 and paragraphs 113(a), 114 115, 118, 119(a)
to (c), 120 to 127 and 129 of IFRS 15 Revenue from Contracts with Customers :

.13
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NOTES TO THE FINANCIAL STATEMENTS

4 Where required, equivalent disclosu'res are giv@n in the gréup financial statements of BP p.l.c. The group

financial statements of BP p.l.c. are available to the public and can be obtained as set out in Note 23.

The financial statements are presented in US dollars and all values are rounded to the nearest thousand dollars
($000), except where otherwise indicated.” '

Critical accounting policies: use of judgements, estimates and assumptions

Inherent in the application _df many of the accounting policies used in preparing the financial statements is the

need for management to make judgements, estimates and assumptions that affect the reported amounts of assets
-and liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements and
_the reported amounts of revenues and expenses during the period. Actual outcomes could differ from the
éstimates and assumptions used. The critical judgements and estimates that could have a significant impact on
the results of the company are set out below and should be read in conjunctlon with the information provided
in the Notes to the financial statements.

Slgmf icant /udgement oil and natural oas accounting

The determination of whether potentially economic oil and natural gas reserves have been discovered by an
exploration well is usually made within one year after well completion, but can take longer, depending on the
complexity of the geological structure. Exploratlon wells that discover potentially economic quantities of oil
and natural gas and are in areas where major capital expenditure (e.g. offshore platform or a pipeline) would
be required before production could.begin, and where the economic viability of that major capital expenditure
depends on the successful completion of further exploration work in the area, remain capitalized on the balance
sheet as long as additional exploration appraisal work is under way or firmly planned. ’

It is not unusual to have exploration wells and exploratory-type stratigraphic test wells remaining.suspended
on the balance sheet for several years while additional appraisal drilling and seismic work on the potential oil
and natural gas field is performed or while the optimum development plans and timing are established. All such
carried costs are subject to regular technical, commercial and management review on at least an annual basis
to confirm the continued intent to develop, or otherwise extract value from, the discovery. Where this is no
longer the case, the costs are 1mmed1ately expensed

In accordance with section 844(3) of the Companies Act 2006 development costs that have been capitalized
are not treated as realized losses in determination of distributable reserves as these costs are capxtahzed in

accordance with applicable accounting standards.

Significant judgements and estimates: recoverability of asset carrying values

Determination as to whether, and how much, an asset is impaired involves management €stimates on highly.

uncertain matters such as the effects of inflation on-operating expenses, discount rates, production profiles,
reserves and resources, and future commaodity prices, including the outlook for global or regional market supply-
' and-demand conditions for crude oil, natural gas and refined products. »

The recoverable amount of an asset is the higher of its value in use and its fair value less costs of disposal. Fair
value less costs of disposal may be determined based on expected sales proceeds or similar recent market
transaction data or, where recent market transactions are not available for reference, using discounted cash flow
techniques. Where discounted cash flow analyses are used to calculate fair value less costs of disposal, estimates

* - are made about the assumptions market participants would use when pricing the asset containing goodW1ll and

the test is performed on a post-tax basis.

Details of impairment charges and reversals recognized in the profit and loss account are provided in Note 4
and details of the carrying amounts of assets are shown in Note 10 and Note 11. ‘

The estimates forassumptions made in impairment tests in 2018 relating to'discount rates, oil and gas properties A

and oil and gas prices are discussed below. Changes in the economic environment or other facts and
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circumstances may necessitate revisions to these assumptions and could result in a material change to the .

carrying values of the company's assets within the next financial year.

Discount rates :

For discounted cash flow calculations, future cash ﬂows are adjusted for risks specific to the cash-generating
unit. Value-in-use calculations are typrcally discounted using a pre-tax discount rate based upon the cost of
funding the BP group derived from an established model, adjusted to a pre-tax basis. Fair value less costs of
disposal calculations use the post-tax discount rate. "

‘The discount rates applied in impairment tests are reassessed each year. In 2018 the post-tax discount rate used '

was 6% (2017 6%) and the pre-tax discount rate was 9% (2017.9%). Where the asset is located in a country

which is judged to be higher risk an additional 2% premium was added to the discount rate (2017 2%). The
judgement of classifyihg a country as higher risk takes into account various economic and geopolitical factors. .

011 and natural gas properties

For oil and natural gas properties, the expected future cash flows are estimated using management’s best estimate
of future oil and natural gas prices and reserves volumes. The estimated future-level of production is based on
assumptions about future commodity prices, production and development costs, field decline rates, current -

fiscal regimves and other factors.

"+ Reserves assumptions for value-in-use tests reflect the reserves and resources that management currently intend
to develop. See also Slgmﬁcant estimate: estimation of oil and natural gas reserves. :

.. When estimating the fair value of Upstream assets, “assumptions reflect all reserves and resources that
management believe a market participant would consider when valuing the asset, which in some cases are
‘broader in scope than the reserves used in a value-in-use test.

- The recoverable amount ofoil and gas properties is determined using a combination ofihputs including reserves

and production volumes. Risk factors may be applied to reserves and resources which do not meet the criteria
to be treated as proved. The interdependency of these inputs, risk factors and the wide diversity of our oil and
gas properties limits the practicability of estimating the probability or extent to which the overall recoverable
amount is impacted by changes to one or more of the underlying assumptions.

The recoverability of mtanglble exploration and appraisal expendlture is covered under Oil and natural gas
exploration, appraisal and development expendlture below.

Oil and gas prices

The long-term price assumptions used to determme recoverable amount based on value-in-use impairment tests
from 2024 onwards are derived from $75 per barrel for Brent and $4/mmBtu for Henry Hub, both in 2015
prices, inflated for the remaining life of the asset (2017 $75 per barrel and $4/mmBtu, both in 2015 prices, from
2023 onwards). The price assumptions used for the five-year period to 2023 have been set such that there is a
gradual transition from current market prices to the long-term price assumptions as noted above with the rate
-of increase reducing in the later years.

Oil prices rebounded in 2018 in the face of cooperative production restrain from OPEC and some non-OPEC .

producers, but weakened late in the year as production restraint eased and US supply recorded record growth.
BP's long-term assumption for oil prices is higher than recent market prices, reflecting the judgement that recent
- -prices are not consistent with the market being able to produce sufficient oil to meet global demand sustainably
in the longer term, especially given the financial requirements of key low-cost oil producing economies.

US gas prices femained relatively low for much of 2018, before increasing temporarily in the final quarter due
to a combination of low storage and cold weather. Strong growth of low-cost supply helped to moderate prices
through much of the year. BP's long-term price ‘assumption for US gas is higher than recent market prices as
US gas demand is expected to grow strongly, both domestic demand as well as exports of liquefied natural gas,
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absorbing the lowest cost resources from the sweet spots, and forcing producers-to go to more expensive/drier
gas, as well as requiring increased investment in infrastructure.

Oil and natural gas reserves -

In addition to oil and gas prices, significant technical and commercial assessments are required to determme
the group’s estimated oil and natural gas reserves. Reserves estimates are regularly reviewed and updated.
Factors such as the availability of geological and engineering data, reservoir performance data, acquisition and
divestment activity and drilling of new wells all impact on the determination of the company’s estimates of its
oil and natural gas reserves. The company bases its proved reserves estimates on the requirement of reasonable
certainty with rigorous technical and commercial assessments based on conventional industry practice and
regulatory requnrements :

Reseives assumptions for value-in-use and fair value tests reflect the reserves and resources that management
currently intend to develop. The recoverable amount of oil and gas properties is determined using a combination
of inputs including reserves, resources and production volumes. Risk factors may be applied to reserves and
resources which do not meet the criteria to be treated as proved. '

The interdependency of these inputs, risk factors and the wide diversity of BP's oil and gas properties limits
the practicability of estimating the probability or extent to which the overall recoverable amount is impacted
by changes to one or more of the underlying assumptions. The recoverable amount of oil and gas properties is
primarily sensitive to changes in the long-term oil and gas price assumptions. Management do not €xpect a
change in these long-term price assumptions within the next financial year that would result in a material
impairment charge. However, sensitivity analysis may be performed ifa specific oil and gas property is identified

to have low headroom above its carrying amount. A change in the discount rate, reserves, resources or the oil

and gas price assumptions in.the next financial year may result in the recoverable amount of one or more of
these assets falling below the current carrying amount.

Information on the.carrying amounts of the company’s oil and natural gas properties, together with the amounts
recognized as depreciation, depletion and amortization is contained in Note 11.

Significant Judgements and estimates: provisions : :
The company holds provisions for the future decommissioning of oil and natural gas productlon facilities and
pipelines at the end of their economic lives. The largest decommissioning obligations facing the company relate
to the plugging and abandonment of wells and the removal and disposal of oil and natural gas platforms and
pipelines. Most of these decommissioning events are many years in the future and the precise requirements that
will have to be met when the removal event occurs are uncertain. Decommissioning technologies and costs are
constantly changing, as well as political, environmental, safety and public expectations. The timing and amounts
of future cash flows are subject to significant uncertainty and estimation if required in determining the amounts
of provisions to be recognized. Any changes in the expected future costs are reflected ‘in both the provision
and the asset.

If 0il and natural gas production facilities and pipelines are sold to third parties, judgement is required to assess
whether the new owner will be unable to meet their decommissioning obligations, whether the company would
then be responsible for decommissioning, and if so the extent of that responsibility. -

The provision for environmental liabilities is estimated based on current legal and constructive requirements,
technology, price levels and expected plans for remediation. Actual costs and cash outflows can differ from
current estimates because of changes in laws and regulations, public expectations, prices, dlscovery and analysis
of site conditions and changes in clean-up technology

The timing and amount of future expenditures relating to decommissioning and environmental liabilities are
reviewed annually, together with the rate used in discounting the cash flows. The discount rate used to determine
the balance sheet obligations at.the end of 2018 was a nominal rate of 3.0% (2017 2.5%), which was based on
long-dated government bonds. ‘

16

TT



DocuSrgn Envelope ID: 7F9430F 8- 1ED2-44F8-9ADD-F65B9818C2C5

NOTES TO THE FINANCIAL STATEMENTS

Signifi icant judgement deferred tax -
Management judgement is required to determiine the amount of deferred tax assets that can be recognized, based
upon the likely timing and level of future taxable profits. Details of deferred tax balances are provided in Note

Significant accounting policies

Going‘concern

The directors have a reasonable expectation that the company has adequate resources to continue in operational

existence for at least the next 12 months from the date these financial statements were approved and the financial
statements have therefore been prepared under the going concern basxs :

Foreign currency

The functional and presentation currency of the financial statements is US dollars. The functional currency is
the currency of the primary economic environment in whichan entity operates and is normally the currency in
which the entity primarily generates'and expends cash

Transactions in foreign currencies are initially recorded in the functional currency by applying the rate of
exchange ruling at the date of the transaction. Where this is not practical and exchange rates do not fluctuate
materially the average rate has been used. Monetary assets and liabilities denominated in foreign currencies.
are retranslated into the functional currency at the spot exchange on the balance sheet date. Any resulting
exchange differences are included in the profit and loss account, unless hedge accounting is applied. Non-
monetary assets and liabilities, other than those measured at fair value are not retranslated subsequent to initial
~ recognition. .

Intangible ‘as'sets

Intangible assets, other than goodwill, are stated at the amount 1n|t|ally recogmzed less accumulated
amortization and accumulated impairment losses.

For information on accounting for expenditures on the exploration for and evaluation of oil and natural gas .

resources, see the accounting policy for oil and natural gas exp]oration appraisal and development expenditure
below

- Intangible assets are carried initially at cost unless acquired as part of a business combination. Any such asset
“is measured at fair value at the date of the business combination and is recognized separately from goodwill if
the asset is separable or arises from contractual or other legal rights. - :

Intangible assets with a finite life aré amortised on a straight—line basis over their expected useful lives. For
patents, licences and trademarks, expected useful life is the shorter of the duration of the legal agreement and
economic useful life, and can range from three to ﬁﬁeen years. :

The expeCted useful lives of assets and the amortization method are reviewed onan annual basis and, if necessary,
changes in useful lives or the amortization method are accounted for prospectively. '

‘The carrying value of intangible assets is reviewed for impairment whenever events or changes in circumstances
indicate the carrying value may not be recoverable.

Oil and natural gas exploranon, appraisal and development expenditure

Oil and natural gas exploration, appraisal and-development expenditure is accounted for using the principles
of the successful efforts method of accountlng as descrrbed below. :
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Licence and property acquisition costs

Exploration licence and leasehold property acquisition costs are initially capitalized w1thm intangible assets
and are reviewed at each reporting date to confirm that there is no indication that the carrying amount exceeds
the recoverable amount. - This reviéw.includes confirming that exploration drilling is still under way or firmly
planned or that it has been determined, or work is under way to determine, that the discovery is economically
viable based on a range of technical and commercial considerations and sufficient progress is being made on
establishing development plans and timing. If no future activity is planned, the remaining balance of the licence

and property acquisition costs is written off. Lower value licences are pooled and amortized on a straight-line 3
basis over the estimated period of exploration. Upon recognition of proved reserves and internal approval for

development, the relevant expendlture is transférred to tangible assets.

Exploration and appraisal expenditure :

Geological and geophysical exploration costs are charged to the profit and loss account as incurred. Costs
directly associated with-an exploration well are capitalized as an intangible asset until the drilling of the well
_is complete and the results have been evaluated. These costs include émployee remuneration, materials and
fuel used, rig costs and payments made to contractors. If potentially commercial quantities of hydrocarbons
are not found,‘the exploration well costs are written off. If hydrocarbons are found and, subject to further
appraisal activity, are likely to be capable of commercial development, the costs continue to be carried as an
asset. If it is determined that development will not occur then the costs are expensed..

- . Costsdirectly associated with appraisal activity undertaken to determine the size, characteristics and commercial
potential of a reservoir following the initial discovery of hydrocarbons, including the costs of appraisal wells
where hydrocarbons were not found, are initially capitalized as an intangible asset. When proved reserves of
oil and natural gas are determined and development is approved by management the relevant expenditure is
transferred to tangible assets.

The determination of whether potentially economic oil and natural gas reserves have been discovered by an.

exploration well is usually made within one year of well completion, but can take longer, depending on the
‘complexity of the geological structure. Exploration wells that discover potentially economic q1_iantities of oil
-and natural gas and are in areas where major capital expenditure (e.g. an offshore platform or a pipeline) would
be required before production could begin, and where the economic viability of that major capital expenditure
depends on the successful completion of further exploration or appraisal work in the area, remain capitalized
on the balance sheet as long as such work is under way or firmly planned.

Development expenditure

" Expenditure on the construction, installation or completion of infrastructure facilities such as platforms,
pipelines and the drilling of development wells, including service and unsuccessful development or delineation

* wells, is capitalized within tangible assets and is depreciated from the commencement of production as described
below in the accounting pollcy for tangible assets.

Tangible assets

Tangiblé assets are stated at cost, less accumulated depreciation and accumulated impairment losses. The initial
cost of an asset comprises its purchase price or constructlon cost, any costs directly attributable to bringing the
"asset into the location and condition necessary for it to be capable of operating in the manner intended by
management, the initial estimate of any décommissioning obligation, if any, and, for assets that necessarily take
a substantial period of time to get ready for their intended use, directly-attributable finance costs. The purchase
price or construction cost is the aggregate amount paid and the fair value of any other consideration glven to
acquire the asset. The capitalized value of a finance lease is also included within tangible assets.

Oil and natural gas properties, including related pipelines, are depreciated using a unit-of-production method.

The cost of producing wells is amortized over proved developed reserves. Licence acquisition, common facilities

and future decommxssnomng costs are amortized over total proved reserves. The unit-of-production rate for the .

deprec1at10n of common facilities takes into account expenditures incurred to date, together with estimated
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future caprtal expendrture expected to be mcurred relatmg to as yet undeveloped reserves expected to be
processed through these common facilities.

Tangrble assets are depreciated on a straight- Ime basrs over therr expected useful lives. The typical useful lrves
of the company’s tangrble assets are as follows:

Land and buildings ,
Buildings 4 years
Fixtures and fittings ’
Fixtures and fittings 4 years

The expected useful lives and depreciation method of tangrble assets are revrewed on an annual basis and if
necessary, changes in useful lives or the depreciation method are accounted for prospectively.

‘ Effective July 2018, the company has changed its method of depreciation for plant and common facilities from

straight-line method (considering a useful life of 22.33 years) to unit-of-production method. The change in
accounting estimate was applied prospectively from 2018. The impact on the company of the change in
accounting estimates was as follows: :

* Unit-of-production method - Straight-line method o Difference

$000 . $000 "$000
10,326 15348 (5,022)

- The carrying amounts of tangible assets are revrewed for 1mpa|rment whenever events or changes in
crrcumstances indicate the carrying value may not be recoverable. : :

An item of tangible assets is derecognized upon disposal or when no future economic benefits are expected to

arise from the continued use of the asset. Any gain or loss arising on derecognition of the asset (calculated as

the difference between the net disposal proceeds and the carrying amount of the 1tem) is included in the profit - ‘

and loss account in the period in which the item is derecogmzed

Impairment of intangible and tangible assets'

The company assesses assets or groups of assets for impairment whenever events or changes in circumstances

indicate that the carrying value of an asset may not be recoverable, for example, changes in the company’s
business plans, changes'in commodity prices leading to sustained unprofitable performance,.low plant
" utilisation, evidence of physical damage or, for oil and gas assets, significant downward revisions of estimated
reserves or increases in estimated future development expenditure or decommissioning costs. If any such
_indication of impairment exists, the company makes an estimate of the asset’s recoverable amount. Individual
assets are grouped for impairment assessment purposes at the lowest level at which there are identifiable cash
flows that are largely independent of the cash flows of other groups of assets. An asset group’s recoverable
amount is the higher of its fair value less costs to sell and its value in use. Where the carrying amount of an
asset' group exceeds its recoverable amount, the asset group is considered impaired and is written down to its
recoverable amount. ln assessing value in use, the estimated future cash flows are adj usted for the risks specific
to the asset group that are not reflected in the discount rate and are discounted to their present value typically

using a pre-tax discount rate that reflects current market assessments of the time value of money. Fair value. -

less costs to sell is identified as the price that would be received to sell the asset in an orderly transaction between
market participants and does not reflect the effects of factors that may be specrf ¢ to the entity and not applicable
to entities in'general. :

An assessment is made at each reporting date as to whether there is any indication that previously recognized
impairment losses may no longer exist or may have decreased. If such an indication exists, the recoverable
amount is estimated. A previously recognized impairment loss is reversed only if there has been a change in
the estimates used to determine the asset’s récoverable amount since the last 1mpalrment loss was recognized.
If that is the case, the carrymg amount of the asset is increased to its recoverable amount. That mcreased amount
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cannot exceed the carrying amount that would have been determined, net of depreciation, had no impairment
loss been recognized for the asset in prior years. Such reversal is recognized in profit or loss. After such a
reversal, the depreciation charge is adjusted in future years to allocate the asset’s revised carrying amount, less
any residual value, on a systematic basis over its remaining useful life.

Stock

Stocks, other than stocks held for trading purposes, are stated at the lower of cost and net realizable value. Cost

is determined by the first-in first-out method and comprises direct purchase costs, cost of production,
transportation and manufacturing expenses. Net realizable value is based on estimated selling price less any
further costs expected to be incurred to completion and disposal. Net realizable value is determined by reference
to prices existing at the balance sheet date, adjusted-where the sale of inventories after the reportmg period
gives eVIanCC about their net realizable value at the end of the period.

B Supplies are valuedAat the lower of costona weighted average basis and net realizable value. -

Financial assets measured at amorttzed cost.

Leases. ) . .

Agreements under which payments aré made to ownersin return for the right to use aspecific asset are accounted

for as leases. Leases that transfer substantially all the risks and rewards of ownership are recoghized as finance -

leases. All other leases are accounted for as operating leases.

. Finance leases are capitalized at the commencement of the lease term at the fair value of the leased item or, i'f‘

lower, at the present value of the minimum lease payments. Finance charges are allocated to each period so as
to achieve a constant rate of interest on the remaining balance of the liability and are charged directly against
income. Capitalized leased assets are depreciated over the shorter of the estimated useful life of the asset or the

lease term. Operating lease payments are recognized as an expense on a straight-line basis over the lease term :

except where capitalized as explpration or appraisal exp_enditure.

For all leases, contmgent rents are recogmzed in the profit and Ioss account in the perlod in which they are
mcurred

Financial assets

Financial assets are recognfzed initially at fairvalue, normally being the transaction price. In the case of financial

assets not at fair value through profit or loss, directly attributable transaction costs are also included.

The subsequent measurement of financial assets depends on their classification, as set out below. The company

" derecognizes financial assets ‘when the contractual rights to the cash flows expire or the financial asset is

transferred to a third party. This includes the derecogmtlon of receivables for which discounting arrangements

“are entered mto

From 1 January 2018, the company classifies its financial assets as measured at amortized cost or fair value

through profit or-loss. The classification depends on the business model for managing the financial assets and .

the contractual cash ﬂow characteristics of the fi nancnal asset.

Financial assets are classified as measured at amortized cost when they are held in a business model the objective
of which is to collect contractual cash flows and the contractual cash flows represent solely payments of principal
and interest. Such assets are carried at amortised cost using the effective interest method if the time value of
money issignificant. Gains and losses are recognisedin the profit and loss account when the loans and receivables
are derecognised or impaired, as well as through the amortisation process. ThlS category of ﬁnancnal assets

.mcludes trade and other receivables.
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Impairment of financial assets meas_ured at amortized costs

The company assesses on a forward looking basis the expected credit losses associated with financial assets
classified as measured at amortized cost at each balance sheet date. Expected credit losses are measured based
on the maximum contractual period over which the company is exposed to credit risk. Since this-is typically

less than 12 months, there is no significant difference between the measurement of 12-month and lifetime
expected credit losses for the company's in-scope financial assets. The measurement of expected credit losses

is a function of the probability of default, loss given default and exposure at default. The expected credit loss.

is estimated as the difference between the asset's carrying amount and the present value of the future cash flows
the company-expects to receive, discounted at the financial asset's original effective interest rate. The carrying
amount of the asset is adjusted, with the amount of the impairment gain or loss recogmzed in the profit and
loss account.

A financial asset or group of financial assets classified as measured at amortized cost is considered to be credit-
_impaired if there is reasonable and supportable evidence that one or more events that have a detrimerital impact

on the estimated future cash flows of the financial asset (or group of financial dssets) have occurred. Financial

assets are written off where the company has no reasonable expectation of recovering amounts due.
Financial liabilities
The measurement of financial liabilities is as follows:

Financial liabilities measured at amortized cost

Financial liabilities are initially recognized at fair value; net of directly attributable transaction costs. For interest-

bearing loans and borrowings this is typically equuvalent to the fair value ofthe proceeds recelved net of issue
costs assocxated with the borrowing. :

After initial recognition, these fmancial liabilities are 'subsequently measured at amortized cost using the
effective interest method. Amortised cost is calculated by taking into account any issue costs, and any discount
or premium on settlement. Gains and losses arising on the repurchas’e settlement or cancellation of liabilities
are recognized in interest receivable and snmllar income and interest payable and similar expensesrespectively.
This category of ﬁnancxal liabilities includes trade and other.payables and ﬁnance debt.

Offsetting of financial assets and liabilitieé :

. Financial assets and liabilities are presented grdss in the balance sheet unless both of the following criteria are
met: the company currently has a legally enforceable right to set off the recognized amounts; and the company

intends to either settle on a net basis or realize the asset and settle the liability simultaneously. If both of the .-

criteria are met, the amounts are set off and presented net. A right of set off is the company’s legal right to settle

an amount payable to a creditor by app]ymg against it an amount receivable from the same counterparty. The
relevant legal jurisdiction and laws apphcable’to the relationships between the parties are considered when
assessing whether a current legally enforceable right to set off exists. :

Provisions and contingent liabilities

Provisions are recognized when the company has a present Iegal or constructlve obhgatlon as a result of a past '

event, it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation. Where approprlate the future
cash flow estimates are ad] usted to reflect the rlsks specnf ¢ to the liability.

[f the effect‘ of the time value of money is ‘material, provisions are détermined by discounting the expected
. future cash flows at a pre-tax risk-free rate that reflects current market assessments of the time value of money.

Where discounting is used, the increase in the provision due to the passage of time is recognized in the profit -

and loss account. Provisions are discounted using a nominal discount rate of 3.0% (2017 2.5%)).
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Prov1510ns are split between amounts expected to.be seftled within 12 months of the balance sheet date (current)
and amounts expected to be settled later (non current).

Contingent liabilities are possible obllgatlons whosé existence will only be confirmed by future events not
wholly within the control of the company, or present obligations where it is not probable that an outflow of

resources will be required or the amount of the obligation cannot be measured with sufficient reliability. .

Contingent liabilities are not recognlzed in the financial statements but are disclosed unless the possibility of
an outflow of economic resources is-considered remote.

Decommissioning

Liabilities for decommissioning costs are recognized when the company has an obligation to plug and abandon

a well, dismantle and remove a facility or an item’ of plant and to restore the site on which it is located, and

when a reliable estimate of that liability can be made. Where an obligation exists for a new facility or item of

plant, such as oil and natural gas production or transportation facilities, this liability will be recognized on
. construction or installation. Similarly, where obligation exists for a well, this liability is recognized when it is
- drilled. An obligation for decommissioning may also crystallise during the period of operation of a well, facility
or item of plant through a change in legislation or through a‘decision to terminate operations; an obligation
may also arise in cases where an asset has been sold but the subsequent owner is no longer able to fulfil its
-decommissioning obligations, for example due to bankruptcy. The amount recognized is the present value of
the estimated future expenditure determined in accordance with the local conditions and requirements: The
provision for the costs of decommissioning wells, production facilities and pipelines at the end of their economic
- lives is estimated using existing technology, at future prices, depending on the expected timing of the activity,
~and discounted using the nominal discount rate. The weighted average period over which these costs are
generally expected to be incurred is estimated to be approximately 18 years.

An amount equivalent to the decommiésioning provision is recognized as part of the corresponding intangible
asset (in the case of an exploration or appraisal well) or property, plant and equipment. The decommissioning
portion of the property, plant and equipment is subsequently depreciated at the same rate as the rest of the asset.
Other than the unwmdlng of discount on the provision, any change in. the present value of the estimated
expenditure is reflected as an adjustment to the provision and the corresponding asset where that asset is
generating or is expected to generate future economic benefits.

Environmental expenditures and liabilities
) Environmental 'expenditures that are required in order for the company to obtain future economic benefits from

its assets are capitalized as part of those assets. Expendltures that relate to an eXIStmg condition caused by past
operations.and that do not contribute to future earnings are expensed

Liabilities for environmentai costs are recognized when a clean-up is probable and the associated costs can be

reliably estimated. Generally, the timing of recognition of these provisions coincides with the commitment to
. a formal plan of action or, if earlier, on divestment or on closure of inactive sites. :

The amount recognized is the best estimate of the expenditure required to settle the obligation. Provisions for
environmental liabilities have been estimated using existing technology, at future prices and discounted using

a nominal discount rate. The weighted-average period over which these costs are generally expected to be .

incurred is estlmated to be approximately 31x years.
Employee benefits

Wages, salaries, social security contributions, paid annual leave and sick leave are accrued in the period in
which the associated services aré rendered by employees of the company.
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Pensions

Contnbutlons to defined contrlbutlon plans are recogmzed in the proﬁt and loss account in the period in which
they become payable.

Taxatlon
Income tax expense represents the sum of current tax and deferred tax.

Income tax is re'cogniied in the profit and loss account, except to the extent that it relates to items recognized
in other comprehensive income or directly in equity, in which case the related tax is recognized in other
comprehensive income or directly in equity:

Current tax is based on the taxable profit for the period. Taxable profit differs from net profit as reported in the
profit and loss account because it is determinied in accordance with the rules established by the -applicable
taxation authorities. It therefore excludes items of income or expense that are taxable or deductible in other
* periods as well as items that are never takable or deductible. The company’s liability for current tax is calculated
using tax rates and laws that have been enacted or substantively enacted by the balance sheet date.

Deferred tax is provided, using the balance sheet method, on temporary differences at the balan’cesh_eet'date
between the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes. Deferred tax liabilities are recognized for all taxable temporary differences except:
*  Where the deferred tax liability arises on the initial recognition of goodwill * :
.»  Where the deferred tax liability arises on the initial recognmon of an asset or liability in a transaction

that is not a business combination and. at the time ofthe transaction, affects neither accountmg profit -

nor taxable profit or loss :

* Inrespect of taxable temporary differences associated with mvestments in subsidiaries and associates
and interests in joint arrangements, where the company is able to control the timing of the reversal of
the temporary differences and it is probable that the temporary d|fferences will not reverse in the

- foreseeable future.

Deferred tax assets are recognized for deductible temporary differences, carry-forward of unused tax credits
and unused tax losses, to the extent that it is probable that taxable profit will be availablé against which the
deductible temporary differences and the carry-forward of unused tax credits and unused tax losses can be
utilized. An exception is where the deferred tax asset relates to the deductible temporary difference arising
from the initial recognition of an asset or liability in a transaction that is not a business combination and, at the
time of the transaction, affects neither accounting profit nor taxable profit or loss.

In respect of deductible temporary differences associated with investments in subsidiaries and associates and
interests in joint arrangements, deferred tax assets are recognized only to the extent that it is probable that the
temporary differences will reverse in the foreseeable future and taxable profit will be available against which
the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that
itis no longer probable or increased to the extent that it is probable that sufficient taxab]e proft will be available
to allow all or part of the deferred tax asset to be utilized.

Deferred tax assets and liabilities are measured ‘at the tax rates that are expected to apply in the period when
the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted at the balance sheet date. Deferred tax assets and liabilities are not discounted.

Deferred tax assets and liabilities are offset only when there is a legally enforceable right to set off current tax

assets against current tax liabilities and when the deferred tax assets and liabilities relate to income taxes levied
by the same taxation authority on either the same taxable entity or different taxable entities where there is an
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~

intentionto settle the current tax assets and habllmes onanet basis or to realize the assets and settle the liabilities
simultaneously.

Where tax-treatments are uncertain, if it is considered probable that a taxation authority will accept the company's

‘proposed tax treatment, income taxes are recognized consistent with the company's income tax filings. If it is
not considered probable, the uncertainty s reflected using either the most likely amount or an expected value,
depending on which method better predicts the resolution of the uncertamty

Petroleum revenue tax

Deferred Petroleum Revenue Tax (PRT) assets are recognized where PRT rehef on future decommlssmmng
costs is virtually certain.

Turnover

Revenue from contracts with customers is recognized when or as the company satisfies a performance obligation
by transferring control of a promised good or service to a customer. The transfer of control of oil, natural gas
and natural gas liquids usually coincides with title passing to the customer and the customer taking physical
possession. The company principally satisfies its performance obligations at-a point in time; the amounts of
revenue recognized relating to performance obligations satisfied over time are not significant.

When, or as, a performance obligation is satisfied, the company recognizes as revenue the amount of the
transaction price that is allocated tothat performance obligation. The transaction price is the amount of
consideration to which the company expects to be entitled. The transaction price is allocated to the performance
obligations in the contract based on standalone selling prices of the goods or services promised.

Contracts for the sale of commodities are typically priced by reference to quoted prices. Revenue from term
commodity contracts is recognized based on thé contractual pricing provisions for each delivery. Certain of
these contracts have pricing terms based on prices at a point in time .after delivery has been made. Revenue
from such contracts is initially recognlzed based on relevant prices at the time of delivery and subsequently
adjusted as appropriate. »

Revenue associated with the sale of oil and natural gas liquids is included on a net basis in turnover.

Tariff income. is recognized as the underlymg commodity is shipped through the pipeline network based on
established tariff rates. :

Interest income

Interest income is recognized as the interest accrues using the effective interest rate — that is the rate that exactly

discounts estimated future cash receipts through the expected life ofthe financial instrument to the net carrying
amount of the financial asset.

Finance costs

Finance costs directly attributable to the acquisition, construction or production of qualifying assets, which are

assets that necessarily take a substantial period of time to get ready for their intended use, are added to the cost -

of those assets until such time as the assets are substantially ready for their intended use. All other ﬁnanée_ costs
are recognized in the profit and loss account in the period in which they are incurred.

Impact of new International Financial Reporting Stahd_ards R

The company adopted two new accounting standards issued by the IASB with effect from 1 J'ahuary 2018,

IFRS 9 ‘Financial instruments’ and IFRS 15 ‘Revenue from contracts with customers’. There are no othernew

24

T



DocuS|gn Envelope ID: 7F9430F8-1ED2- 44F8 9ADD- F658981802C5

N
"

'NOTESTO THE FINANCIAL STATEMENTS

-or amended standards or mterpretatlons adopted during the year that have a sngmf icant 1mpact on the fi nan01al

statements

The adoption of IAFRS 9 and IFRS 15 has had no material impact on the company's financial statements..

Turnover

An analysis of the company’s turnover is as follows:

Sales of goods . .

" Tariff income

Income from gas sales marketing margin

Other operating income
Interest recewable and similar income (Note 6)

An analysis of turnover by class of business is set out below: |

- Class of business:

Upstream

An analysis of‘turn'.oVer by geogra_phical market is set out below:

; By geographical area:

UK

" India

Total

Operating loss

This is stated after charging / (crediting):

".Operating lease payments: -

~ Plant & machinery

Land & buildings
Net foreign exchange (gains) / Iosses
Amortization of intangible assets
- Other* -
Depreciation of tangible assets* .
Reversal of impairment of tangible assets**
Write off of exploration expenses*** -

(Profit) / loss on sale or termination of operations****

* Am_ount is included in Cost of Sales.

25

2018 ' 2017
$000 $000
© 52,836 . 86,854
11,279 10,152
898 —
765,013 97,006
836 3,332
6,681 3,967
72,530 104,305
2018 2017
~$000 $000
65.013 97,006
2018 2017
$000- $000 o
15,356 19,206
49,657 77,800
65,013 97,006
2018 2017
$000 - $000
34450 - 45,493
2,338. 2,164
(3,203) 1,781
6 - 19
90,729 321,461
(8,515) (29,064)
9,800 - 4,432
(112) 13,125

TT
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** The reversal of impairment of tangible assets of $8,515,000 (2017 $29,064 000) related to the Miller and .-

V-fields (North Valiant, Vanguard, Vampire, Vulcan-and Viscount) in the North Sea. The reversals in the North
. Sea arose as a result of revisions to the decommissioning cost estimates.

*** [n March 2018, BP decided to divest 30% of its participating interest in the exploration block CB10. This

decision to divest was considered a triggering event for impairment test. The excess of carrying amount over

the recoverable amount (i.e. fair value less costs to sell) amountmg to $9,800,000 was booked as exploranon

write off in 1Q18.

*%%* [n 4Q18 block CB10 was sold which resulted in the profit on sale or termination ofoperatlons of $112,;000.

In 2017, the loss on termination of operations relates to the recycling of the accumulated foreign exchange loss
*_from reserves to profit and loss on de-registration of the Australlan branch '

S. Auditor’s remuneratiqn

2018 2017
. - _ $000 $000
Fees for the audit of the company ' ' L ' 125 .96

Fees paid to-the company's audltor Deloitte LLP’ (2017 Ernst & Young LLP), and ltS assocnates for services
other than the statutory audit of the company are not disclosed in these financial statements since the consolidated.
_ financial statements of BP Exploration (Alpha) Limited’ s ultimate parent, BP p.l.c., are requ1red to disclose .
non audit fees on a consolidated basis.

"6. Interest receivable and similar income

2018 . - 2017 .
, . 000 - $000
Interest income from amounts owed by group undertakings A 237 . 499
Total interést income for financial assets measured at amortized cost . - 237 499
Other interest income - ) ‘ ’ . 6,444 3,468
Total interest receivable and similar income . ' ‘ . 6,681 3,967
7. Intei‘esf payable and similar expenses
2018 2017
~ $000 $000
~ Interest expense on: s ‘ »
Loans from group undertakings ' . . 1,784 —

. Other loans - . , C .32 520
Total interest expense o ' o - 1,816 . 520
_Interest capitalized in relation to qualifying assets at 3.56% (2017:2.25%) . . (1,074) ' —
. o _ 742 1520
Unwinding of discount on provisions - Note 16 ' o 4,179 ‘ ' 1,836A
Total interest payable and similar expenses ‘ ' K T 4,92 2,356
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Taxation

'NOTES TO THE F INANCIAL STATEMENTS

The company is a member ofa group for the purposes of rehefwnthln Part 5, Corporatron Tax Act 2010.

The taxation charge / (credlt) in the profit and loss account is made up as foIIows

Current tax

UK tax (overprovided) / underprovrded in prlor years
_ Total current tax (credited) / charged

Deferred tax

Origination and reversal of temporary differences
Overseas deferred tax current year

Adjustments in prior year temporary differences

Total deferred tax charged / (credited)

Tax charged / (credited) on fqroﬁt

(a) Reconciliation of the effective tax rate

2018 12017
$000 - $000 -
-(6,459) 4,000
(6,459) 4,000
34,618 20,845.
228,191 (675,518)
_ 7,730 3,005
270,539 (651,668)
264,080 (647,668)

" The tax assessed on the loss for the year is higher (201 7 higher) than the standard rate of corporation tax in the

UK of 19% for the year ended 31 December 2018 (2017 19.25%). The differences are reconciled below:

Loss before taxation
Tax charge / (credit)
- Effective tax rate

UK corporation tax rate:

2018

Increase / (decrease) resulting from:

" Non-deductible expenditure
Overseas tax -
Free group relief
‘Transfer pricing adjustment

UK Supplementary tax at 10% on North Sea proﬁts
Ring Fence Tax rate differences
Adjustments to tax charge in respect of previous years

Effective tax rate

The reconciling items shown above are those that arise for UK c0rporatidn tax purposes, rather than overseas
tax purposes. : :

"~ Amounts provided for settlement of HRCP liabilities
Movements in unrecognised deferred tax - '

27

2017

UK UK
$000 $000
(47,668) (327,206) -
264,080 (647,668) -
. (554)% 197.94%
2018 2017

UK UK

% %

19 1925

17 0.38

(478) 206.45
(3%) (2.99)

— 10.01.
C(18) (1.59)
(20 (1.71)

3) - (0.92)

Q) (122)
(34) (19.72) .
(554) 197.94
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Change in corporation tax rate _
The UK corporation tax rate reduced to 19% with effect from 1 April 2017, and wrll further reduce to 17%

from 1 April 2020. Deferred tax has been measured usmg these rates, which have been substantively enacted
at 31 December 2018.

(b) Provision for deferred tax . N A o

The deferred tax included in the profit and loss account and balance sheet is as follows:

_ : . - Profit and loss account Balance sheet
Deferred tax asset - = g 2018 - 2017 2018 2017
$000 $000 . 000 $000 7

Deeommissioning and other provisions ' 27,149 29,204 78,701 105,850 K

Tax credits : . 140,646 (656,032) 1,977,731 2,118,377

Capital allowances in ‘excess of deprema‘uon ' - (23D .72 541 310

Net credit for deferred tax assets 167,564 (626,756). 2,056,973 2,224,537

: ' ‘ L Profit and loss account Balance sheet

Deferred tax liability - - ' 2018 2017 2018 - 2017

: . $000 - $000 - $000 $000
Accelerated capital allowances A ' 87,545 ¢19,482) - (880,101) (792,556)
Other taxable temporary differences 15,430 (5,430) - . (20,019) (4,589)

: Net charge for deferred tax liabilities. , 102,975 (24,912) (900,120) = (797,145)

- Net deferred tax charge / (credlt) and net deferred o C .
tax asset _ 270,539 (651,668) 1,156,853 1,427,392
Analysis of movements during the year A

2018
4 o $000

- At 1 January 2018 : .- 1,427,392
Deferred tax charge in the profit and loss account . (270,5'39)
At 31 Decemiber 2018 : ' 1,156,853

Deferred tax has not been recegnised ondeductible temporary differences arising inthe UK relatirlg to provisions
of $156,224,000 (2017 $165,577,000) and fixed assets of $1,812,516,000 (2017 1,720,571,000) on'the basis
that they are not expected to give rise to any future tax benefit. '

The recognition of deferred tax assets in this company, which had an accounting loss in 2018, is supported by
forecasts which indicate that sufficient future taxable profits and historic tax liabilities will be available to utilise
' such assets. :

Overseas deferred tax has not been recogmsed on deductlble temporary differences of $210, 429 000 (2017
$72,354,000) relating to losses with no fixed expiry date. :

9. Dlrectors and employees
(@) Remuneration of directors

A number of directors are semor executives of the BP p- Lc. Group and received no remuneratron for qualifying -
services to this company. .

The following details relate to the directors who received remuneration for therr quallfymg services to the company

and so are in scope for this dlsclosure ' ,
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(b) Empl‘oyee costs

- NOTESTO THE FINANCIAL STATEMENTS

to §1, 333 000 (2017 $811 000).

December 2018 (2017 One).

" The total remuneration for these qualifying directors for their period of directorship-to the company amounted

»One of these qualifymg directors were members of the deﬁned beneﬁt section of.the BP Pension Fund at 31.

Of'these qualifying directors the highest paid director received $1, 333 000 (2017 $811,000). The accrued pension

2018

~ of the highest paid director at 31 December 2018 was $23,000 (2017 $27,000). The highest paid director received
_no contributions to a money purchase pensron scheme during the year. :

~ One of the qualifying directors exercised share options over BP p.l.c. shares during the year (2017 None). -

2017

. : , $000 $000

Wages and salaries ' ' ' ' 4,218 3,887
‘Social security costs - - ' e 171 178
Other pension costs , . L 153 176.
o 4,542 4, 241

Included in other pension costs are $79,000 (2017 $86,000) in respect of deﬁned beneft schemes and $74 000

(2017 $90 000) in respect of deﬁned contributron schemes.

(c) The average monthly number of employees during the year was 48 (2017 43).

Intangible assets

Exploration _ Other

S Goodwill  expenditure intangibles Total
- Cost ' ‘ . $000 $000 - $000 $000
At 1 January 2018 ' 2,197,165 . 1,520,667 3,599 3,721,431
Additions . : . — 8,281 R 8,282
~ Disposals : — (5,200) — (5,200).
- Transfers ' ' — (249,772) . — . (249,772)
Exploration costs write offs , : — (9,800) _ — - (9,800)
At 31 December 2018 P 2,197,165 1,264,176 3,600 3,464,941
Amortization _ . _ -
At 1 January 2018 . 2,197,165 — 3,594 2,200,759
Charge for the year i — — " 6 6
At 31 December 2018 h : o 2,197,165 — 3,600 2,200,765
Net book value : ' o o
At 31 December 2018 — 1,264,176 — 1,264,176 "~
At 31 December 2017 o — - 1,520,667 5 1,520,672

The transfer ‘during the year relates to the transfer of the Satellite Cluster cost in India (mainly comprising of

acquisition fair value cost) from intangible to tangible assets on account of final investment decision (FID).

29

pre



DocuSign Envelope ID 7F9430F 8- 1EDZ 44F8-9ADD-F65B9818C2C5
NOTES TO THE FINANCIAL STATEMENTS

11.  Tangible asse‘ts

Land &  Fixtures & Oil & gas Of which

o buildings fittings properties Total . AUC*
Cost ', $000 $000 $000 . $000 $000
-At 1 January 2018 C 1,281 2,609 6,161,147 - 6,165,037 18,537
Additions — 163 71,860 - 72,023 83,882
Disposals o S — . (356) (356) —
Transfers** o — S— 249,773 249,773 55,626
At 31 December 2018 ' 1,281 2,772 6,482,424 6,486,477 158,045
Depreciation A : ‘ ' :
At 1 January 2018 1,281 - 2,416 4,890,746 4,894,443

‘Charge for the year . - C o — . 64 90,665 90,729
Reversal of impairment*** L - —_ - (8,515) .- (8,515)

" Transfers — S— 1 1
At 31 December 2018 1,281 2,480 4,972,897 4,976,658
Net'book value ) : . : .

"~ At 31 December 2018 : L — 292 1,509,527 1,509,819 _ 158,045
'At31 December 2017 -~ . — . 193 1,270,401 1,270,594 18,537

\
5

*AUC = assets under construction. Assets under construction are not depreciated.

**The transfer during the year relates to the transfer of the Satellite Cluster cost in India (mainly comprising
of acquisition fair value cost) from intangible to tangible assets on account of final investment decision (FID).
*** The reversal of impairment of tangible assets $8,515,000 (2017 $29,064,000) related to the Miller and V-
fields (North Valiant, Vanguard, Vampire, Vulcan and Viscount) in the North Sea. The reversals in the North
Sea‘arose as a result of revisions to the decommissioning cost estimates.

Management of the company have decided to change the accounting estimate for the common facilities from.
straight-line method to umt-of-productlon method in 2018 Further details of the accountmg estimate change
are set out in Note 2. : : ~

Capitalized interest'included above are as follows:

value
. $000
. Capitalized interest _ , : oo
.31 December 2018 - o : S o - 1,074
31 December 2017 - . : —

12. - Stocks
2018 2017
_ , ~ %000 . $000
Raw materials and consumables o o - 27,916 31,911
Crude oil , : N ‘ o 210 - 1,652

28,126 33,563

- The difference between the carrying value of stocks and their replacement cost is not material.

30
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13. Debtors

Amounts falling due within‘one year: -
| | 2018 . 2017

. o . - $000 ' $000
Trade debtors .. - - ’ : : ‘ : . 8,196 - 5401
_Amounts owed from parent undertakings A A B 210 - . 23,211
Amounts owed from fellow su'bsi'diaries o _ o 2,464 - 4,131
" Other debtors - ' - o . BT 9,124 - . .13,338
Prepayments and accrued income - .. : : - 2,868 2,095
. Taxation o : : : 17,772 - 6,866
Petroleum Revenue Tax - - . . T ’ : 13,091 E 5,295
' : : 53,725 60,337
" Amounts falling due after one year: .
' ' 2018 2017.
. $000 - ~$000
Amounts owed from fellow sub51d1arles o A , 1 —
Other debtors ' 16556 . 14,080
Petroleum Revenue Tax : ' ' 38,801 21,474
: ‘ T 55,358 35,554
Total debtors ’ . : ‘ 109,083 95,891
14. Creditors
Amounts falling due within one year:
2018 2017
: S - , $000 '$000
. Trade creditors - S o 40,812 12,085
Amounts owed to parent undertakings. ' ' 159,554 . 45,808
Amounts owed to fellow sub51d1ar1es » » . - 375 —
Other creditors S . o ' T6,713 6,484
Taxation . - . ; . < ‘ 2,614 - 4,195
Petroleum Revenue Tax: - : . 27,090 —
. Accruals and deferred income . : : g 38,496 39,590
- Bank overdraft . ' N 1,777 : 77
Production tax o ' o 167 - 552
e 257,598 108,791
~ Amounts falling due after Qn"e year: .
2018 2017
o $000 ~ $000
Amounts owed to fellow subsidiaries . S , 1 —
Accruals and deferred income . - ' A - 21 32
: ' ‘ ‘ ‘ 22 32
Total creditors L 257,620 ___ 108,823
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NOTES TO THE FINANCIAL STATEMENTS -

Obligations under leases’

Operating leases
Operating lease payments represent rentals payable by the company for certain of lts land & bulldmgs plant

& machinery and others. Leases are negotiated for an average term of 2 to 5 years and rentals are fixed for an.

average of 2 to 5 years. The majority of leases include an option to extend the lease term at the then prevailing
market rate. Leases of land and buildings are typically subject to rent reviews at specified mtervals and prowde'
for the lessee to pay all insurance, mamtenance and repair costs.

v

‘Atthe balance sheet date, the company had outstanding commvitments for future minimum lease payments'under

non-cancellable operating leases, which fall due as follows:

2018 | | 2017
Land & Plant& - Land & Plant &
buildings  machinery Other buildings  machinery Other
* $000 $000 - $000 $000 . . $000 $000
Operating leases which . B
expire: . ' ,
Within 1 year 995 15,475 © 105 1,481 .40,406 =
In1to5 years . 429 15,882 S 227 1,190 20,734 =
- 1,424 31,357 332 2,671 61,140° - —
Other provisions
Decom-. g
missioning . Other - Total -
» . . $000 $000 $000
At 1 January 2018 - _ R 365,138 - 154,208 . 519,346
Exchange adjustments ) E . (11,214) (5,125) (16,339)
New or increased provisions: -, ' . A . ’ ‘ -
Charged to profit and loss account : ' - 6,556 - 6,556
Recognized within tangible / intangible assets 5,138 - 5,138
Write-back of unused provisions ‘ y = (43,599) - (43,599)
Unwinding of discount L 4,179 — 4179
Change in discount rate S (5,073) — (5,073)
. Utilization ' : ' - — (3,435) (3,435)
Deletions L (220) = (220)
. Reclassified to creditors - . C " (63,737) — (63,737)

At 31 December 2018 | .o , 294,211 - 108,605 . 402,816

For mformatlon on significant Judgements and estlmates made in relation to provisions, see Prov1510ns within
Note 2.

B}

Decommissioning provision cost estimates are reviewed regularly and a review was undertaken in the second
quarter of 2019. The timing and amount of estimated future expenditures were re-assessed and discounted to
determine the present value. The impact of the review was an increase in the provision of $7,952,000, with a

* similar increase in the carrying amount of tangible assets. The decommissioning provision as at 31 December
2018 has been. updated to reflect the impact of the latest review performed.

The conipany makes full provision for the future cost of decommissioning oil and natural gas production
facilities and related plpelmes on a discounted basis on the installation of those facilities. At 31 December 2018,
the provision for the costs of decommissioning these production facilities and pipelines at the end of their
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18.

19.

20.

21.

22.

NOTES TO THE FINANCIAL STATEMENTS

" economic lives was $294,211,000 (2017 $365,138,000). While the provision is based on the best estimate of

future costs and economic lives of the facilities and plpellnes there is uncertainty regarding both the amount
and timing of incurring these costs. :

Other provisions primarily represent provisions at fair value taken over at the time of the Reliance acquisition,
including provisions for $50,000,000 (2017 $89,172,000) in relation to government penaltles for not fulfilling
work commitments and dlsputed indirect tax llabllmes of $55,542, 000 (2017 $60,950,000) in India.

Called up sha,re capital

2018 - 2017

. : §000 . $000
Issued and fully paid:
-4,907,952,309 Ordinary shares of £1 each for a total nommal value of : .
£4 907 952 309 ‘ o 7,601,559 7,601,559
, Reserves
" Called up share capital

The balance on the called up share capltal account represents the aggregate nominal value of all ordmary shares
in issue.

Profit and loss account’ :
The balance held on this reserve is the accumulated losses of the company

Capital commitments

- Authorized and contracted future capital.expenditure by the company for which contracts had been placed but
" not provided in the financial statements at 31 December 2018 is estimated at $283,488,000 (2017 $224,002,000).

Contingent liabilities

2018 - 2017

$000 . $000
Serwce tax demands made by Indian tax authormes on the operator and its- ’

contractors™ . ' ) A 84,580 87,855

The contingent liability has been dlsclosed in relation to service tax demands made by the Indian tax authorities.
Uncertainty exists with regard to the timing and amount of this potential liability and the disclosed amounts
above represent the company s best estimates with regard to the total contingent liability.

Related party transactions -
The company has taken advantage of the exemptnon contained within paragraphs 8(k) and (j) of FRS 101, and

has not disclosed transactions entered into with wholly- -owned group companies or key management personnel
There were no other related party transactions in the -year. v

" Post balance sheet events.

Pursuant to Niko (NECO) Limited’s (Niko) default in payment of cash calls in KGD6 block from October 2018
onwards, Niko has in May 2019 withdrawn from the KGD6 block and has executed the transfer documents for
assignment of its 10% participating interest in favour of RIL (6.67%) and BP (3.33%), which have been approved
by Government of India effective 29 August 2019. Considering the above facts, this transaction has been
considered as a non-adjusting post balance sheet event.
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. .. In June 2019, BP sanctloned MJ pI‘O_}eCt (also known as D55), the thlrd phase in the- development of new.
deepwater gas ﬁelds in block KGD6 off the east coast of India. ,

23. Immediate and ultimate controlling parent undertaking

The immediate parent undertaking is BP Exploration Operating Company Limited, a company registered in
England and Wales. The ultimate controling parent undertaking is BP p.l.c., a company registered in England
and Wales, which is the: parent undertaking of the smallest and largest group to consolidate these financial -
statements. Copies of.the consolidated financial statements of BP p.l.c. can be obtained from. its registered
address: 1 St James’s Square London SW1Y4PD

£~
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