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Centrica Offshore UK Limited

Strategic Report for the Year Ended 31 December 2022

The Directors present their Strategic Report for Centrica Offshore UK Limited (the 'Company ) for the year ended
31 December 2022

Principal activity .

The.Company continues to own the productlon licence for the Rough reservoir, which was historically used as a
storage facility by the immediate parent company, Centrica Energy Storage Limited (CESL). On 9 September
2022 CESL received all consents and approvals to return Rough to storage operations. The Company has the right
to extract the remaining indigenous gas and condensate, subject to regulatory consents. The Company also has the
obligation to decommission the Rough facility after extracting the indigenous gas. )

Section 172(1) Statement

In promoting the success of the Company, the Directors must consider the interests of stakeholders and the other '
‘matters required by section 172(1) (a) to (f) of the Compames Act, 2006

This Section 172(1) Statement describes the relevant items for the Company. The Company i is a subsidiary of
Centrica plc and its activities supports the wider strategy of the Centrica Group. Where appropriate, for example,

in matters of long-term strategy, decision-making is aligned with that of the ultimate parent company Board,
ensuring that stakeholders of the Company have been rigorously considered.

General confirmation of Directors’ duties

Directors are fully aware of and understand their statutory duties under the Act. Day to day authority is delegated
to executives, and the Directors are supported by management in sétting, approving and overseeing the execution
of the business strategy and related policies. The executives consider the Company's activities, such as reviewing
financial and operational performance, business strategy, key risks, stakeholder-related matters, governance, and
legal and regulatory compliance and make decisions.

"Section 172(1) of the Act provides that each Director must ensure that they act in the way they consider, in good
faith, would most likely promote the Company’s success for the benefit of its members as a whole, and in doing
so have regard (among other matters) to section 172(1) (a) to (f) as described below.

_(a) The likely consequences of any decision in the long term

Centrica plc is conscious that decisions made by.all Group companies could have an impact on other stakeholders
where relevant. By considering the Group’s purpose, vision and values together with its strategic priorities and
having a process'in place for decision-making, the Group aims to ensure that the decisions of all Group companies,
including the Company, are consistent and appropriate in all circumstances. Decisions regarding payment of any
dividends by subsidiary companies of Centrica plc are taken at a Group level based upon the expertise and
professional guidance of the Group’s financial controllers, taking into account a range of factors, including: the
* long-term viability of the Company; its expected cash flow and financing requirements; the ongoing need for
strategic investment in the Company; and the expectations of the ultimate parent company's shareholders as a
supplier of long-term equity capital to the Company.

(b) The interests of the Company’s employees

Although the Directors récognise that employees within the Group are fundamental to future growth and success -
of Centrica, the Company has no direct employees therefore, the consideration of the interests of the Company’s
employees has not applied to the decisions made by the Directors.

(c) The need to foster the Company’s business relationships with supphers, customers and others

Centrica plc recognises the benefits for all Group companies of engaging with a broad range of stakeholders and
that developing and delivering the Group’s strategy depends on building and maintaining constructive.
relationships. In ensuring the Company fosters the business relationships with suppliers, customers and others,
the Company and its Directors are therefore supported by the overarching programme of extensive engagement
with such stakeholders that is” conducted across the wider Centrica Group. The breadth of stakeholder
considerations in our operating or commercial trading companies is set out on pages 12to 13 of Centrica plc s
Annual Report and Accounts 2022. -
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Centrica Offshore UK lelted '

4 Strateglc Report for the Year Ended 31 December 2022 (contlnued)

General confirmation of Directors’ duties (continued)
(d) The impact of the. Company’s operations on the community and the environment

Centrica plc appreciates that collaboration with charities and community groups helps to create stronger
communities and provides insights that enable the Group to understand the impact of all Group companies on the
community and environment, and the consequences of its decisions in the long term. In ensuring the Company
takes into account the impact of its operations on the community and the environment, the Company and its
Directors ‘are supported by the overarching programme of extensive engagement with the community-and wider
environment that is conducted across the wider Centrica.Group.

(e) -The desirability of the Company maintaining a reputation for high standards of business conduct -

" The Board adheres to Centrica Group’s “Our Code” code of. conduct which all Centrica Group employees are .
subject to setting out the high standards and behaviours we expect from those that work for us or with us.

(f) The need to act fairly as between members of the Company

' The Company’s activities support the wider strategy of the Centrica Group and, owing to the fact the Company is
a wholly owned subsidiary of Centrica plc, the Directors are required only to balance the interests of corporate
shareholders that are themselves wholly owned subsidiaries of Centrica plc, rather than any third party members.

Further information about how the Centrica Group engages with, and considered the interests of, different
stakeholders can be found on pages 12 to 13,37 to 38 and 66 to 71 of Centrica plc’s Annual Report and Accounts
2022.

Culture

The Company s culture is set by the Group and embedded in all we do. Furthier information on the Group’s culture
can be found on pages 7, 37, 44 to 45, 56 to 59, 67 and 71 of Centrica plc’s Annual Report and Accounts 2022.

Stakeholder engagement

- As is normal for large companies, the Directors delegate authority for day to day management of the Company to
executives engaged in setting, approving and overseeing execution of the business strategy and related policies of -
the Group. While there may be cases where the Directors judge that the Company should engage directly with
certain stakeholder groups or on specific issues, the size and spread of both our stakeholders and the Group means
that generally, stakeholder engagement best takes place at an operational or Group level. The Directors consider
that as well as being a more efficient and effective approach, this also helps achieve a greater positive impact on
environmental,.social and other issues than working alone as an individual company. A description of how the -
Group engages with its stakeholders is set out on pages 12'to 13,37 to 38 and 66 to 71 of Centrica: plc s Annual
Report and Accounts 2022. . .

Review of the business

The Company reported a profit for the financial year of £164,830,000 (2021: £64,063,000). The Company also
made exceptional income of £nil (2021: £48,351,000). '

The Company continued to produce indigenous gas and associated ]lql.IldS from the Rough reservoir under the
revised production licence granted by the Oil and Gas Authority (‘OGA”) in January 2018 until 9 September 2022.
After which the production was further under the production consent within the CESL storage licence.

On 9 September 2022 the Company’s parent company Centrica Energy Storage Limited received all consents o
and approvals to return Rough to gas storage operations to support the UK gas security of supply. The return of -

" Rough as a storage asset increases UK total storage capacity by 50%. A 10 year storage licence was granted
along with a 2 year third-party access exemption. Storage operations at the Rough asset on 11 September 2022. -
In June 2023 an extension to the third party exemption until 30 April 2030 was granted. h

The return to storage operations required that on'9 September 2022 CESL purchased all the onshore and offshore
operating assets from the Company for a consideration of £13,400,000 in order to comply with the Gas Act 1995
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Centrlca Offshore UK lelted

' Strateglc Report for the Year Ended 31 December 2022 (continued)

Review of-the business (contmued)

" Further to comply with the Gas Act 1995 the commercial operatlons will be mdeﬁmtely managed by Centnca
"Energy Marketing Limited (CEML) who will nominate the production of Rough indigenous gas. :

The production volumes during 2022 for Rough increased due to higher reservoir pressure following the injection
of storage gas in September to November, with sales gas production of 16 bef (2021: 15 bef).

Gross revenue for 2022 increased to £336 ,737,000, up 148% compared to 2021 (£135,615,000), driven by the
improvement in' National Balancing Point gas prices in 2022 with sales gas production of 16 bcf in 2022 (2021
15 bef) due to the Rough rundown profile. .

Cost of sales increased in the year to £81,650,000 (2021: £76,909,000) due to an increase in deprec1atlon
compensated by a decreased cost share cost of sales from CESL of £21,665,000. Operating costs from the cost
share arrangement with CESL have increased by £919 000.

During the year, a cost recharge of £57,586,000 (2021: £78,332,000) was made by the Company’s 1mmed1ate
parent, CESL, split £45,828,000 cost of sales (2021: £67 493 ,000) and £11,758,000 operatmg costs (2021
£10,839,000) in line with the cost share agreement.

Net assets increased to £164,708,000 (2021: deficit of £122 ,000). This reflects the impact of the statutory profit
in the year, in particular the hlgh NBP gas price and the fa1r value movement on derivative financial instruments-
during the year. .

The Company’s net working capital balances, consisting of trade and other receivables and trade and other
payables have increased to £402,150,000 (2021: £200,222,000) reflecting the statutory profit in the year. '

Principal risks and uncertainties

From the perspective of the Company, the principal risks and uncertainties are integrated with those of the Centrica
plc group (the ‘Group’) and are not managed separately. The prmmpal risks and uncertainties of the Group, which
include those of the Company, are disclosed on pages 28-33 of the Group s Annual Report and Accounts 2022,
which does not form part of thls report

Ukrame conflict

The Company is a subsidiary of the Centrica Group, and as such is impacted by the energy crisis and Ukraine

conflict. The energy markets remain very volatile, but the Centrica Group continues to maintain a hedging strategy

aligned to the price cap to mirnimise the exposure to market prices. The Company does not own any businesses or

- operate in Russia or Ukraine and so has no direct impacts from those two countries. Furthermore, the Company

. has no investments in Russian entities or bonds. The Company is not expecting any direct material impacts but
will keep monitoring the position.

Key performance indicators ('KPIs")

Given the nature of the business, the Company s Directors are of the opinion that the KPIs necessary for an
understanding of the development, performance and position of the Company are volume of gas sold and the
average achieved price. In the current year 16 bef of gas was sold in 2022 (2021: 15 bef) at an average achieved
price of 196 pence per therm (p/th) (2021: 85 p/th).

The Directors of the Group also use a number of other KPIs to monitor progress against the Group’s strategy. The
development, performance and position of the Group, which includes the Company, are disclosed on pages 26-27
of the Group’s Annual Report and Accounts 2022, which does not form part of this report. The results of the
'Company are disclosed in the Directors' Report on page 6.
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‘Centrica Offshore UK lelted
Strateglc Report for the Year Ended 31 December 2022 (contmued)

Carbon emissions and energy usage
Carbon emissions and energy usage are not disclosed at a Company level due to exemptlons detailed in Para
20A of Schedule 7 of the Companies (Directors’ Report) and Limited Liability Partnerships (Energy and Carbon
Report) Regulations 2018. Carbon emissions and energy usage reporting for the Group is iricluded in the
‘People and Planet’ section on pages 42-44 of Centrica plc’s Annual Report and Accounts 2022. Specific
metrics and targets are disclosed in the ‘Task Force on Climate-related Financial Disclosures’ section on pages .

- S51to53 ofthe Group s Annual Repon and Accounts 2022. .

: Fli,ture developments - : -

" The Directors anticipate the’ Company will make profits in the short to medium term through the production of
the remaining Rough gas reserves. In the longer term the Company will make losses during the decommissioning
of the facilities. . '

The Centrica Group including the Company has also engaged with Government and regulators-to promote the role
Rough could play in the decarbonisation of the UK while creating thousands of skilled well-pald jobs via the
repurposmg -of the facilities to support the transmon to green energy. .

Approved“by the Board on 27 September 2023 and signed on its oehélf By:

Samantha Hood
By order of the Board for and on behalf of Centnca Secretanes Limited
.Company Secretary : :

Company registered in England and Waies'; No. 04248952

Registered office:
Woodland House
Woodland Park
Hessle

. United Kingdom
HU13 OFA
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Centrica Offshore UK Limited -

Directors' Report for the Year Ended 31 December 2022 ,

The Directors present their report and the audited financial statements forthe year ended 31 December 2022. a

Directors of the Company-:

The Directors of the Company, who were in ofﬁce during the year and up to the date of signing the financial
statements were as follows: : . .

M R Scargill
R Roy
" T R Thomsen

Results and dividends

The Company reported a profit for the financial year of £164,830, 000 (2021 £64,063 000) The company also
made exceptional income of £nil (2021 £48,351,000).

No dividends were paid during the year and the Directors do not recommend the payment of a final dividend
(2021: £nil). .

*Financial risk management policy

The Directors have established objectives-and pohcles for managing fi nancial rlsks to enable the Company to
achieve its long-term shareholder value growth targets w1thm a prudent risk management framework. These -
objectives and policies are regularly reviewed. '

Exposure in terms of price risk, credit risk, liquidity risk and cash flow risk’

Exposure to price risk, counterparty credit risk, liquidity risk and cash flow risk arises in the normal course of the
Company’s business. Cash forecasts identifying the liquidity requirements of the Company are produced
frequently and reviewed regularly. Liquidity risk is managed through funding arrangements with Group
undertakings. Credit risk is managed through the Group continually reviewing its rating thresholds for relevant
counterparty credit limits and updating these as necessary, based-on a consistent set of principles. Price risks are -
managed through using a range of derivatives to hedge any exposures arising. '

‘Regulatory and compliance risk

The Company is required to operate within the regulatory guidelines sét by UK bodies including the Gas Act
1995. These place constraints on the Company's activities. Failure to comply with the regulations set by these -
bodies carries significant reputational, financial and legal consequences. The regulatory and compliance team for
the Centrica Storage Holdings Limited group of companies monitors regulatory risk and updates Dlrectors ona
regu]ar basis. ’

Asset integrity risk : .
The Company is expected to be proﬂt making in- the short to medium term through the extraction and sale of the
indigenous gas and associated liquids in the Rough field."The Company is therefore dependant on the Rough -
assets' integrity in order to extract future gas. However, the Company believes: this is not a major risk as the
Company’s parent Company.Centrica Energy Storage Limited (CESL) remains committed to aintaining the
~ Rough assets to operate safely, in order to facilitate gas production.

Future developments -
Future developments are dlSCUSSCd in the Strateglc Report on page 5.
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Centrica Offshore UK Limited

" Directors' Report for the Year Ended 31‘December.2022 (continued)

Going concern

The Directors have received confirmation that prov1ded the Company remains part of the Group, Centrica plc ‘
will support the Company for at least one year after the financial statements were authorised for issue and that
amounts owed to Group undertakings will not be required to be repaid for the foreseeable future unless
sufficient financial resources and facilities are avallable to the Company. '

The D]l’CCtOI'S have updated their Group going concern assessment as at 30 June 2023. The going concern
assessment has included stress-testing cash forecasts for different scenarios including reasonably possible
increases/ decreases in commodity prices and evaluating risk scenarios for reasonably possible combinations. of
risks, the largest of which is the increased margin outflows in the trading and upstream businesses. Risks
considered also include the impact of significant adverse weather events, increased bad debt charges due to the
cost of living crisis, the risk of financial loss due to counterparty default and production falls in the Group’s
upstream business. The Group has established enhanced processes in the trading business and in respect of
_upstream to plan for and manage possible increases in margin cash requirements. The Group undrawn
committed facilities as at 30 June 2023 were £3.8 billion in addition to Group unrestricted cash and cash
equivalents of £5.9 billion. The level of undrawn committed bank facilities and available cash resources has
enabled the Directors to conclude that there are no material uncertainties relatmg to going concern. As a result,
.the Group continues to adopt the going concer basis of accounting in preparing the financial statements.

" On the basis of the enquiries made, and the fact that Centrica plc, the ultimate parent company, has confirmed it
will continue to support the Company, the Directors have concluded that the Company should be able to meet its -
liabilities as they fall due for the foreseeable future, and therefore the financial statements have been prepared
on a going concemn basis.

Gas reserves (unaudited)

The Company has estimated proven and probable (2P) gas reserves. Estimates are made by management based on
the résults of reserve studies performed by independent third-party consultants. The principal field is the Rough ‘
field, with estimated net proven and probable reserves of 15 bef at 31 December 2022 (2021: 25 bcf)

During 2022, the Company re-assessed its 2P gas reserves and identified an increase of 8 bef of reserves based on
the latest reservoir performance data.’ :

The Company extracted 17 bef of gas durmg 2022 (2021: 16 bcf).

Directors' and officers' liability

Directors’ and officers’ liability insurance has been purchased-by the ultlmate parent company, Centrica plc, and

‘was in place throughout the year. The insurance does not prov1de cover in the event that the Director is proved to

have acted fraudulently. .
1
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Centrica Offshore UK Limited

Directors' Report for the Year .Ended. 31 December 2022 (continued)

* Statement of Directors' Responsibilities

- The Directors are responsible for preparing the Annual Report and the ﬁnancxal statements in accordance with
applicable UK law and regulations. :

Company law requires the Directors to prepare fmancial 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 FRS 101 'Reduced
.Disclosure Framework'. Under company law the Directors must not approve the financial statements unless they
are satisfied that they give a true and fair view of the state of affairs of the Company and of the profit or loss of
the Company for that period. In preparing thése financial statements, the Directors are requlred to

* select suitable accounting policies and apply them consistently; .
« make judgements and accounting estimates that are reasonable and prudent

» state whether applicable UK Accounting Standards have been followed subject to any matenal departures
dlsclosed and explamed in the financial statements; and

* | prepare the financial statements on the going concern basis unless it is mapproprxate to presume that the
Company will continue in business. :

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explam 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 irregularities.

Disclosure of information to. auditor ,
Each of the Directors who held office at.the date of approval of this Annual Report confirm that so far as they are
aware, there is no relevant audit information of which the Company’s auditor is unaware, and that they have taken-
all steps that they ought to have taken as Directors to make themselves aware of any relevant audit information "
and to establish that the Company’s auditor is aware of that information. This confirmation is given and should
be interpreted in accordance with the prov151ons of Sectlon 418 of the Companies Act 2006.

Strategic report ' :

" The Directors have chosen-in accordance with Section 414C (11) of the Companies Act 2006 to mclude in the

Strategic Report matters otherwise required to be disclosed in the’ Dlrectors Report as the Dlrectors consider. these
are of strategic importance to the Company.
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Centrlca Offshore UK lelted

Directors' Report for the Year Ended 31 December 2022 (contmued)

‘Auditor :
In accordance with Section 487 of the Compames Act 2006, the- audltor w1ll be deemed fo be reappomted and

Deloitte LLP will therefore contmue ln office.

Approved by the Board on 27 September-2023 and signed on its behalf by:

Samantha Hood
By order of the Board for and on behalf of Centrica Secretanes lelted

Company Secretary

Company registered in England and Wales, No. 04248952 ,

Registered office:
Woodland House
Woodland Park
Hessle

United Kingdom
HU13 OFA
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Centrica Offshore UK Limited

Indépendent auditor’s report to the member of Centrica Offshore UK Limited

Report on the audit of the financial statements

Opinion
Inpour opinion the financial statements of Centrica Offshore UK leited (the ‘Compa.ny ):
. give a true and fair view of the state of the Company’s affairs as at 31 December 2022 and of its profit for
the year then.ended; ’
« have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
including Financial Reporting Standard 101 ‘Reduced Disclosure Framework’; and
"+ have been prepared in accordance with the requirements of the Companies Act 2006. -

We have audlted the financial statements which comprise:
« the Income Statement;

« the Statement of Financial Position;

«  the Statement of Changes in Equity; and

« the related notes 1 to 19.

The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 101 ‘Reduced Disclosure Framework’ (Umted
ngdom Generally Accepted Accounting Practlce)

Basis for opinion

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

We are independent of the Company 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 gomg concern :
In auditing the financial statements, we have concluded that the. directors use of the gomg concern basis of
accounting in the preparation of the financial statements is appropriate.

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

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

Other information : :

The other information comprises the 1nformat10n included in the annual report ‘other than the financial statements
and our auditor’s report: thereon. The directors are responsible for the other information contained within the
annual report. Our 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 form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, -consider whether the other information is
. materially inconsistent with the financial statements or our knowledge obtained in the course of the audit, or

otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
. misstatements, we are required to determine whether this gives rise to a material misstatement in the financial
statements themselves. If, based on the work we have performed, we conclude that there is a material mlsstatement
of this other information, we are required to report that fact '

We have nothing to report in this regard.
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Centrica Offshore U_K Limited

Independent auditor’s i'eport' to the member of: Centrica Offshore UK Limited (continued).

Responsnblhtles of Directors

As explained more fully in the Directors’ Responsibilities Statement, the dlrectors are respon51ble for the
preparation 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 preparatlon of ﬁnancml statements that are
free from material misstatement, whether due to fraud or error.

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

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements-as a whole are free from

material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
‘Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance -

with ISAs (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.
. influence the economic decisions of users taken on the basis of these financial statements.

A further description of our respons1b111t1es for the audit of the financial statements is located on the FRC’s web51te
at: www.frc.org.uk/auditorsresponsibilities. This descnptlon forms part of our auditor’s report.

Extent to which the audit was considered capable of detectmg irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures
in liné with our responsibilities, outlined abové} to detect material misstatements in respect of irregularities,
including fraud. The extent to which our procedures are capable of detecting megularmes mcludmg fraud is
detailed below. .

We considered the nature of the company’s industry'and its control environment, and reviewed the Company
. documentation of their policies and procedures relating to fraud and compliance with laws and regulations. We
~ also enquired of management and the Directors about their own identification and assessment of the risks of
irregularities, including those that are specific to the Company’s business sector. ‘

'We obtained an understanding of the legal and regulatory frameworks that the Company operates in, and identified .
the key laws and regulations that:

« had a direct effect on the determination of maternal amounts and disclosures in the ﬁnanmal statements. These )
included the UK Companies Act and tax legislation; and

«  do not have a direct effect on the financial statements but compliance with which may be fundamental to the
company’s ability. to operate or to avoid a matérial penalty. These included terms of the field licenses
monitored by the Industry Regulator and local health and safety and environmental laws and regulations.

We discussed among the audit engagement team including relevant tax specialists regarding the opportunities and
incentives that may exist within the orgamsatlon for fraud and how and where fraud might occur-in the financial
statements.
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" Centrica Offshore UK Limited -

Independent auditor’s report to the members of Centrica Offshore UK Limited (continued) .

Extent to which the audit was considered capable of detecting irregularities, including fraud (continued)
In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to the
risk of management override. In addressing the risk of fraud through management override of controls, we tested
the appropriateness of journal entries and other adjustments; assessed whether the judgements made in making
accounting estimates are indicative of a potential bias; and evaluated the business rationale of any significant
transactions that are unusual or outside the normal course of business.

In addition to the above, our procedures to respond to the risks identified mcluded the followmg

« - reviewing financial statement disclosures by testmg to supporting documeritation to assess compliance with
provisions of relevant laws and regulations describéd as having a direct effect on the financial statements;

«  performing analytical procedures to identify any unusual or u.nexpected relatronshrps that may indicate risks
of material misstatement due to fraud;

.« . enquiring of management conceming actual and potential litigation and clalms and 1nstances of non-
compliance with laws and regulations; and

« reading minutes of meetings of those charged ‘with governance.

Report on other legal and regﬁlatory requirernents

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 whlch the
financial statements are prepared is consistent with the finaficial 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 which we are required to report by exception

Under the Compames Act 2006 we are required to report in respect of the following matters if, in our opinion: .

. adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us; ot

«  the financial statements are not in agreement with the accounting records and returns; or

«  certain disclosures of Directors’ remuneration specified by law are not made; or

e we have not received all the information and explanatlons we require for our audit.

We have nothing to report in respect of these matters

Use of our report ) .
This report is made solely to the Company’s members as a body, in accordance with Chapter 3 of Part 16 of the -
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 assurne responsibility 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. ‘

’D AW l. nSten L

- Daryl Winstone FCA (Senior statutory auditor)
For and on behalf of Deloitte LLP
Statutory Auditor
London, United Kingdom _
27 September 2023 ' _ S
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‘Centrica Offshore UK Limited
Income Statement for the Year Ended 31 December 2022

2022 - : '2021

- Note . £000°s - £000%s
Revenue - . _ o L4 . 336737 0 - 135615
Costofsales - 4 . ~ 5. (81,650) (76,909) -
Re-measurement of derivatives ' _ -3 - 75,105 (54,659)
Gross profit . T . ' 330,192 4,047
Operating costs ‘ A ' 5 (41,119) (10,839) -
- ' 289,073 ©(6,792)
Exceptional items — Impairment reversal of non-current assets 6 - 48,351
Operating profit . : : | . 289,073 - 41,559
Finance costs : S 8 » - Lo
Profit before tax o ' .‘ - ‘ » 289,073 41,559
Tax (charge)/credit ' ' , 10 (124,243) . . - 22,504
Profit for the year ' 164,830 64,063

The above results were derived from continuing operations. .

A Statement of Comprehensive Income is not presented as there is no other comprehcnsivé income other than the
results for each financial year. ’ :

The notes on pages 17 to 33 form an integral part of these financial statements.
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" Centrica Offshore ‘U‘K“Limited

‘.‘ Statement of Financial Position as at 31 December 2022

Non-current assets

Intangiblé assets '

Property, plant and equipmeht
Deferred tax assets

Trade and other receivables

"Current assets
" Derivative financial instruments’

Total assets

Current liabilities '

Trade and other payables
Derivative financial instruments
Currcht tax liabilities

Provisions for other liabilities and charges

Net cu‘rrent liabilities

_Total assets less current liabilities

Non-current liabilities
Provisiohs for gthé;' _liabilities and charges

Total liabilities

Net asséts[(liébilitiés)

"The notéé. on pages i'7'to 33 form an integral paft of these financial statements.
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Note

12

11

10 .
.13

17

- 14

17

15

15

2022

- .2021
_£000’s £000’s
- 502
19,204 93,012
135377 108,854
405,126 252,303
559,707 454,671
11,485 -
11,485 -
571,192 454,671
- (2,976) (52,081)
: - (63,621)
(86,438) . (14,492)
(47,337) (36,465) ..
(136,751) (166,659)
(125,266) (166,659)
434,441 288,012
(269,733) (288,134)
(269,733) (288,134)
(406,484) (454,793)
164,708 (122)




Centrica Offshore UK Limited

Statement of Finéncfal Position as at 31 December 2022 (continued)

2022

2021 .

Note £000%s’ £000%

Equity . I
Share capital "~ . ' . : 16 : 4,500 4,500
. Retained profit/(losses) _ 16 ; 160,208 (4,622).
Total equity . 164,708 (122)

The financial statements on pages 13 to 33 were approved and authonsed for issue by the Board of Dlrectors on

27 Septcmber 2023 and 51gned on its behalf by

. MR Scarglll
Director

Company number 04248952

" The notes on pages 17 to 33 form an integral part of these financial statements.
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Centrica Offshore UK Limited

StateAment‘ of Changes in Equity for the Year Ended 31 December 2022

. - Retained :
Share capital (losses)/profit Total equity
- £000s £000°s . £000°s
At 1 January 2022 . : 14,500 | (4,622) (122)
Profit for the year B . 1 .. 164,830 164,830

" At31December 2022 g L4500 . 160,208 164,708

Share capital Retained losses- -~ Total equity -

£000’s - £000’s- £000%s

. At1January 2021 . o 4500 (68,685) (64,185)
Profit for the year . . - o . . ‘-.‘_ | . 64,063 64,063
At31December2021 - . 4500 . - (4,622) (122)

The notes.on pages 17 to 33 form an integral part of thése ﬁnancial,spatemehté.
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Centrica Offshore UK Limited

Notes to the Financial Statements for the Year Ended‘31 December 2022

1 General information

Centrica Offshore UK Limited (the ‘Co'mpany') is a private company limited by shares, domiciled and ineorporated A
in the United Kingdom under the Companies Act, 2006 and is registered in England and Wales.

The address of its registered office and pnnmpal place of busmess is:

Woodland House
Woodland Park
Hessle

United Kingdom
HU13 OFA

The nature of the Company s operatlons and its principal activities are set out in the Strategic Report on pages 2
to 5. . . .

2 Accounting policies

Basis of preparation
The Company’s financial statements have been prepared in accordance with Financial Reporting Standard 101
Reduced Disclosure Framework (‘FRS 101°). In preparing these financial statements the Company applies the
. recognition, measurement and disclosure requirements of UK adopted International Financial Reporting Standards
as issued by the IASB and in conformity with the requlrements of the Companies Act 2006.

Changes in accounting policy
- From 1 January 2022, the followmg standards and amendments are effectlve in the Company’s Fmancral

- ‘Statements:

«  Amendments to IAS 37 ‘Provisions, Contingent anblhtles and Contmgent Assets’ costs of fulfilling a
contract; and :
*  Amendments to IAS16: ‘Property, Plant and Equipment’, sale proceeds before intended use; and .
. *  Annual improvements to IFRS 2018-2020.
None of these changes or amendments had any material impact on the Company’s financial statements

Summary of disclosure exemptions
In these financial statements, as a qualifying entity the Company has applied the exemptlons available under FRS
101 inrespect of the followmg disclosures:

« the requirements of IAS 7 ‘Statement of Cash Flows’;

« the statement of compliance with Adopted IFRSs;

+ the effects of new but not yet effective IFRSs;

. prior year reconciliations for property, plant and equlpment and intangible assets;

* « the prior year reconciliations in the number of shares outstanding at the beginning and at the end of the year
for share capital;

 disclosures in respect of related party transactions with wholly-owned subsidiaries in a group;
+ disclosures in respect of the compensation of key management personnel;
"« disclosures in respect of capital management '

_ As the consolidated financial statements of the Centrica plc group (the ‘Group’), which are available from its
registered office, include the equivalent disclosures, the Company has also taken the exemptions under FRS
101 avallable in respect of the followmg -disclosures:- :

« certain dlsclosures required by IAS 36 ‘Impairment of Assets’ in- respect of the indefinite life mtanglble assets;
and : :
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Centrica Offshore UK Limited

Notes to the Financial Statements for the Year Ended 31 December 2022 (continued)

2 Accounting policies (continued)-

Summary of disclosure exemptlons (contmued) : :
 certain disclosures required by IFRS 13 ‘Fair Value Measurement’ and the dlsclosures requlred by IFRS 7
‘Financial Instruments Disclosures’ have not been provided. o

Measurement convention
The financial statements have been prepared on the hlstorrcal cost basis except for derivative financial instruments.

_These financial statements are presented in pounds sterling, (with all values rounded to the neares; thousand
pounds £000’s except where otherwise indicated) which is also the functional currency of the Company.
- Transactions conducted i in foreign currencies are translated in accordance with the foreign currencies accountlng '

policy set out below. - . :

~ Going concern

The Directors have received confirmation that provided the Company remains part of the. Group, Centnca plc
will support the Company for at least one year after the financial statements were authorised for issue and that .
amounts owed to-Group undertakings will not be required to be repaid for the foreseeable future unless
sufficient financial resources and facilities are avallable to the Company.

The Directors have updated their Group going concern assessment as at 30 June 2023. The going concern
assessment has included stress-testing cash forecasts for different scenarios including reasonably possible ;
increases/ decreases in commodity prices and evaluating risk scenarios for reasonably possible combinations of
risks, the largest of which is the increased margin outflows in the trading and upstream businesses. Risks

. considered also include the impact of significant adverse weather events, increased bad debt charges due to the
cost of living crisis, the risk of financial loss due to counterparty default and production falls in the Group’s
upstream business. The Group has’ established enhanced processes in the trading business and in respect of

. upstream to plan-for and manage possible increases in margin cash requirements. The Group undrawn
committed facilities as at 30 June 2023 were £3.8 billion in addition to Group unrestricted cash and cash’
equivalents of £5.9 billion. The level of undrawn committed bank facilities and available cash resources has
enabled the Directors to conclude that there are no material uncertainties relating to going concern. As a result
the Group continues to adopt the gomg concern basis of accounting in preparmg the financial statements.

On the basis of the enqumes made, and the fact that Centnca plc the ultlmate parent company, has confirmed it
will continue to support the Company, the Directors have concluded that the Company should be able to meet its .
liabilities as they fall due for the foreseeable future, and therefore the financial statements have been prepared

on a going concern basis. :
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Centrica Offshore UK Limited

~ Notes to the Financial Statements for-the Year Ended 31 December 2022 (continued)

2 Accountmg pOllCleS (continued)

Summary of significant accounting polrcres and key accounting estimates
~ The principal accounting policies applied in the preparation of these financial statements are set out below. These
policies have been consistently applied to all the years presented unless otherwise stated.

Revenue recogmtron : :

Revenue comprises the fair value of the consideration received or receivable for the sale of goods in the ordinary
course of the Company's activities, and is recognised to the extent that it is probable that the economic benefits
will flow to the Company and the revenue can be measured rellably Revenue is stated as amounts mvmced to
customers for the sale of condensate and indigenous gas, and excludes value-added tax. - :

Revenue arising from the sale of produced gas is recognised in a manner consistent with energy supply contracts
with the revenue recognition proﬁle reflecting the supply of gas to the customer. In respect of condensate sales,
each shipment of condensate is considered a separate performance obhoatlon satisfied at a pomt in time - on
delivery. : . :

The rights and obligations identifiable within a contract where the Company holds sellers’ nomination rights are
considered to be enforceable from inception of the contract. The transaction price for the contract will include

" variable consideration based on production volumes and market driven prices. The point at which the
performance obligation is satisfied and revenue recognised is the point at which control of the commodity
passes to the customer accordmg to the contractual trading terms, usually on shrpment or dehvery to a specified
location. .

The Company sells gas to the market:thr’oug’h its immediate parent company, Centrica Energy Storage Limited.
Gas is sold at arm's length prices. Condensate is sold to third parties.

Cost of sales .
Cost of sales includes deprecratlon of assets used for gas production including plant and machinery, indigenous
gas and abandonment assets.

Finance costs ) : .

Finance costs include the impact of discounting on the Company’s decommissioning liabilities. The release of
the risk-free element of the discount rate is charged to the income statement each year. For further information .
see note 15. :

Exceptional items :

Exceptional items are those items that, in the Judgement of the Directors, need to be disclosed separately by virtue
of their nature, size or incidence. To ensure the business performance reflects the underlying results of the
Company, these exceptional items are disclosed separately in the income statement. Items which may be
considered exceptional in nature inicludé disposals of businesses, busmess restructunngs significant onerous

contract charges and asset write- downs/lmpalrments
A

Taxation

Current tax, including UK corporation tax and UK petroleum tax is provided at amounts expected to be paid (or
) recovered) using the tax rates and laws that have been enacted or substantrvely enacted by the reporting date. Tax
is recognised in the Income Statement, except to the extent that it relates to items recogmsed in equity. In this
case, the tax is recognised in equity.

Deferred tax is recognised in respect of all temporary differences identified ‘at the reporting date. Temporary
differences are differences between the carrying amount of the Company’s assets and liabilities and their tax base.

. Deferred tax assets are recognised only to the extent that it is probable that the deductible temporary differences
will reverse in the future and there is sufficient taxab]e proﬁt available agamst which the temporary differences
can be utlhsed

The amount of deferred tax provided is based on'the expected manner of realisation or settlement using tax rates
that have been enacted or substantively enacted at the reporting date.
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 Centrica Offshore UK Limited.

Notes to the Finzincial Statements for the Year Ended 31 December 2022 (continued)

‘'

2 Accounting policies (continued)

Intangible assets .
Intangible assets acqulred separately are measured on initial -recognition at cost. Intangible assets include
application software. For purchased application software, the costs include contractors’ charges materlals
directly attributable labour-and directly attributable overheads. .

Capitalisation begins when expenditure for the asset is being incurred and activities necessary to prepare the asset
for use are in progress. Capitalisation ceases when substantially all the activities that are necessary to prepare the
asset for use are complete. Amortisation commences at the point of commercial deployment.

" Following initial recognition, intangible assets are carried at cost less any -accumulated amortisation and any
accumulated impairment losses. The useful lives of intangible assets are assessed to be either finite or indefinite.
Intangible assets with finite lives are amortised over their expected production profile and assessed for impairment
whenever there is an indication that the intangible asset could be impaired. The amortisation period and the
. amortisation method for an intangible asset are reviewed at least annually. Changes in the expected production
profile or the expected pattern of consumption of future economic benefits embodied in the asset are accounted
for on a prospective basis by changing the amortlsatlon period or method, as appropriate, and treated as changes
in accounting estimates.

- Intangible assets are derecognised on disposal, or when no future-economic. beneﬁts are expected from their use. .

. Intangible asséts ‘with indefinite useful lives are tested for impairment annually, and whenever there -is an '
indication that the intangible asset could be 1mpa1red either individually. or at the cash- generatmg unit (CGU)
level. Such intangibles are not amortised.

Amortisation : : ' oo

Intangible assets subject to amortisation are prov1ded SO as to write off the cost, less any estimated residual value,
over their expected useful économic life as follows:

Asset class ' - ' Amortisation method and rate
Application software . . . Unit of production

: Property, plant and equipment (‘PP&E’)

PP&E is inicluded in the Statement of Financial Position at cost, less accumulated depreciation and any
provisions for impairment. The initial cost of an asset comprises its purchase prlce or construction cost and any
costs directly attributable to bringing the asset into operation. The purchase price or construction cost is the
aggregate amount paid and the fair value of any other consideration given to acquire the asset.

Subsequent expenditure in respect of items of PP&E, such as the replacement of major parts, major- inspections:
or overhauls, are capitalised as part of the cost of the related asset where it is probable that future economic
benefits will arise as a result of the expenditure and the cost can be reliably measured. All other subsequent
expenditure, including the costs of day-to-day servicing, repairs and maintenance, is expensed as incurred.

Depreciation of PP&E
* Depreciation is charged at rates sufficient to wr1te off the cost, less any estimated residual value, of individual
assets on either a unit of production basis using expected production proﬁles or on a straight-line basis using
estimated useful hves as follows:

Asset class . : Depreciation method and rate
Plant and machinery . ' o ) _ Unit of production
"Indi genous gas T Unit of production
Abandonment assets — excluding termmal abandonment asset Unit of production

Terminal abandonment asset o . Straight line, over 17 years
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Centrica Offshore UK Limited

Notes to the Financial Statements for the Year Ended 31 December 20224(c0ntinued)

2 Accounting policies (continued)

Depreciation of PP&E (continued)
. The unit of production methodology depreciates the remaining asset net book value mcludmg any expected future
capital expenditure to access the recoverable 2P reserves, over the total remaining recoverable 2P reserves.

- The carrying values of PP&E are tested annually for impairment and are reviewed for impairmenf when events or
changes in circumstances indicate that the carrying value may not be recoverable. Residual values and useful lives
are reassessed annually and if necessary, changes are accounted for prospectively.

Provisions

Provisions are recogmsed when the Company has a present obligation (legal or constructive) as a result of a past
event, that can be measured reliably, and it is probable that the Company will be required to settle that obligation.
Provisions are measured at the best estimate of the expenditure required to settle the obligation at the reporting
date, and are discounted to present value where the effect is material. Where discounting is used, the increase in
the provision due to the passage of time is recognised in the Income Statement within interest expense.

Onerous contract provisions are recognised where the unavoidable costs of meeting the obligations under a
contract exceed the economic benefits expected to be received under it. When cash is dispersed in respect of
amounts provided for the related provision is released. .

Decommissioning costs

Provision is made for the net present value of the estimated cost of decommissioning the gas productlon facilities
at the end of the producing lives of fields, based on price levels and technology at the reporting date.

When this provision relates to an asset with sufficient future economic benefits, a decommissioning asset is
recognised and included as part of the associated PP&E and depreciated accordingly. Changes in these estimates
and changes to the discount rates are dealt with prospectively and reflected as an adjustment to the provision and
corresponding decommissioning asset included within PP&E. The unwinding of the discount on the provision is
included in the Income Statement within interest expense.

Impalrment
The carrying amounts of the Company s non-financial assets are reviewed at each reporting date to determine
whether there is any indication of impairment. If any such indication exists, then the asset’s recoverable amount
is estimated.

The recoverable amount of an asset or cash-generating unit (‘CGU”) is the greater of its value in use and its fair
value less costs of disposal. In assessing value in use, the estimated future cash flows are discounted to their
present value using a post-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. For the purpose of impairment testing, assets that cannot be tested individually
are grouped together into the smallest group of assets that generates cash inflows from continuing use that are
largely independent of the cash inflows of other assets or groups of assets (the CGU).

Recoverable amount calculations use cash flow projections based on the Group’s internal Board-approved five-
year business plans, which include observable market data where available and liquid. For net realisable value
calculations, the cash flows are discounted at a post-tax rate of 10.0% (2021 10.0%).

. An mearrment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated recoverable
. amount. Impairment losses are recognised in profit or loss. In respect of other assets, impairment losses recogrused
in prior periods are assessed at each reporting date for any indications that the loss has decreased or no longer
exists. An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable
amount.

']'he Company provides for impairments of financial assets when there is objective evidence of impairment as a
result of events that impact the estimated future cash flows of the financial assets.
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Centrica Offshore UK Limited

'Notes to the Financial Statements for the Year Ended 31 December 2022 (continued)

2 Accounting policies (continued)

Financial assets and liabilities

Financial assets and financial liabilities are recognised in the Company’s Statement of Financial Position when
the Company becomes a party to the contractual provisions of the instrument. Financial assets are derecognised
when the Company no longer has the rights to cash flows, the risks and rewards of ownership or control of the
asset. Financial liabilities are derecogmsed when the. obligation under the liability is dlscharged cancelled or
expires. .

- Trade and other recetvables

Trade receivables and amounts owed by group undertakmgs are ‘amounts due from customers for gas and
condensate sold or services performed in the ordinary course of business.

Trade receivables and amounts owed by group undertakings are initially recognised at fair value, which is usually
the original invoice amount, and are subsequently held at amortised cost using the effective interest method less
an allowance for expected credit losses.-Balances are written off when recoverability is assessed as being remote.
If collection is due in one year or less, receivables are classified as current assets. If not they are presented as non- -
current assets.

- Trade and other payables

Trade payables and amounts owed to group undertakings are obhgatlons to pay for goods or services that have
been acquired in the ordinary course of business from suppliers.

Trade payables and amounts owed to group undertakings are initially recognised at fair value which is usually
the original invoice amount and are subsequently held at amortised cost using the effective interest method
(although, in practice, the discount is often immaterial). If payment is due within one year or less, payables are
classified as current liabilities. If not, they are presented as non-current liabilities. ’

- Share capital -

Ordinary shares are classified as equity. Equity instruments are measured at the fair value of the cash or other
resources received or receivable. '

Derivative financial instruments . .

The Company routinely enters into sale transactions for physical delivery of gas. These sales contracts are within
" the scope of IFRS 9 due to the fact that they net settle or contain written options. Such contracts are accounted: for
as derivatives under IFRS9 and are recognised in the Company’s Statement of Financial Position at fair value.
Gains and losses arising from changes in fair value on derivatives that do not qualify for hedge accounting are
taken directly to the Income Statement for the year.

The Company uses a derivative to hedge exposures to financial risks, such as energy price I‘lSkS arising in the
normal course of business: The use of derivative findncial instruments is governed by the Group’s policies. Further
«detail on the Group’s risk management policies is included within the Annual Report and Accounts 2022 of the
ultimate controlling party being Centrica plc, in the Strategic Report - Principal Risks and Uncertamtles on pages
38 to 46 and in note S3.

All derivatives are recognised at fair value on the date on which the derivative is entered into and are re-measured
to fair value at each reporting date. Derivatives are carried as assets when the fair value is positive and as liabilities
" - when the fair value is negative. Derivative assets and derivative liabilities are offset and presented on a net basis
only when both a legal right of set-off exists and the intention to net settle the derivative contracts is present.

Derivatives are classified as current and non-current assets or liabilities. The full fair value of a hedging
derivative is classified as a non-current asset or liability if the remaining maturity of the hedged item is more .
than 12 months and, as a current asset or liability, if the maturity of the hedged item is less than 12 months.
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Centrioa Offshore UK Limited

Notes to the Financial Statements for the Year Ended 31 December 2022 (conti'nuéd)

3 Critical accounting judgements and key sources of estimation uncertainty

In the application of the Company’s accounting policies, the Directors are required to make judgements, estimates
and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are based on historical experience and other factors that ‘are
relevant. Actual results may differ from these estimates.

" The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accountmg estimates
are recogmsed in the period in which the estimate is revised if the revision affects only that perlod or in the period
of revision and future periods if the revision affects both current and future periods.

Critical judgements in applymg the Company’s accounting policies
There are no critical Judgements in"applying the Company s accountmg policies.

Key sources of estimation uncertainty’

_ The key assumptions concerning the future, and other key sources of estimation uncertainty at the reporting date,
that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year, are discussed below.

Decommissioning costs (note 15)

~The estimated cost of decommissioning at the end of the producmg lives of processing assets is reviewed
periodically and is based on price levels and technology at the Statement of Financial Position date. Provision is
made for the estimated cost of decommissioning at the Statement of Financial Position date. The payment dates
of total expected future decommissioning costs are uncertain and dependent on the lives of the facilities. Most of
the decommissioning costs are expected to be incurred over a five-year period. ’

The level of provision held is also sensitive to the discount rate used to discount the estimated decommissioning
costs. The real discount rate used to discount the decommissioning liabilities at 31 December 2022 is 1.0% (2021:
0.0%). A 1% increase in the real discount rate would reduce the decommissioning provision by £15,846,000.

The decommissioning asset related to 47/8A has been written off as a result of the permanent cessation of
operations on 47/8A and has subsequently entered its decommissioning phase.

Gas and liquid reserves

The volume of proven and probable (2P) gas and liquids reserves is an estimate that affects the unit of.
production method of depreciating producing assets as well as being a mgmﬁcant estimate affecting
decommissioning and impairment calculations. The factors impacting gas and liquids estimates, the process for
estimating reserve quantities and reserve recognition are described in the Annual Report and Accounts of the
ultimate controlling party being Centrica plc on page 223.

Determination of fair value — energy derivatives

Fair values of energy derivatives are estimated by reference in part to published price quotations in active
markets and in part by using valuation techniques. Quoted market prices considered for valuation purposes are
the bid price for assets held and/or liabilities to be issued, or the offer price for assets to be acquired and/or
liabilities held, although the mid-market price or another pricing convention may be used as a practical
expedient (where typically used by other market participants). The Judgernents and the assumptlons
underplnnmg these judgements are considered to be appropriate.

-
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Centrica Offshore UK Limited -

Notes to the Financial Statements for the Year Ended 31 December 2022 (contmued)

~

3 Critical accounting judgements and key sources of estimation uncertainty (c_ontinued)

) Impalrment of long-lived assets (note 11 & 12)

The Company has several long-lived assets that are assessed for 1mpaument at each reporting date in accordance
with the Company’s accounting policy. The Company makes judgments and estimates in considering whether the
. carrying amounts of these assets or cash generating units (CGUs) are recoverable. The key assets that are subjected

to impairment tests are Property, plant and equipment along with intangible assets.

The r_ecoverable amount of the Company's operational facilities is calculated by discounting the post-tax cashflows
" expected to be generated by the assets based on predictions of forward National Balancing Point (NBP) gas prices,

gas production profiles, capital expenditure, operating expenditure and decommissioning costs.

Future post tax cash flows are dependent on the assumptions outlined in note 2. Future post tax cashflows are

dependent on the assumptions outlined in note 2 and the forward NBP gas prices. The forward NBP gas prices -

are calculated via the forward market curve for the ﬁrst two years, then a blended period, followed by a

fundamental view from three years onwards

No 1mpa1rrnent reversal has been 1dent1ﬁed in the year.

4 Revenue

The analy51s of the Company's revenue for the year from contmumg operations is as follows

2021 -

2022 | 21
- | . o £000’s £000%s . .
Indigenous gas . , . o 328,052 134,012
Condensate ct o . ' _ ‘8,685 1,603
' ' ' -336,737 135,615 .

All revenue arose from activities in the United Kingdom.
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Centrica Offshore UK Limited

Notes to the Financial Statements for the Year Ended 31 December 2022 (continued)

5 Analysis of costs by nature

'Dll'CCt costs .

,' Depreciation & Amortisation (notes & 12)

Derivative fair value movement
Operating costs

v

Loss on disposal of fixed assets

Total costs by nature

Direct costs
" Depreciation & Amortisation (notes 11 & 12)
- Derivative fair value movement -

Operating costs

Total costs by nature

: ' 2022 . _
Cost - Operating Re-measurement of Total -

of sales ~ costs derivatives costs

£000’s £000’s . £000°s £000’s

47,894 - - 47,894
33,756 - . s .- 33,756

- - (75,105)  (75,105)

- 11,758 A - 11,758

- 29,361 - 29,361

81,650 41,119 C o (75,105) 47,664
©2021 :

- Cost Operating Re-measurement Total
of sales ~ costs of derivatives costs
£000°s £000°s . £000’s £000’s
67,493 ", - - 67,493
9,416 ~ - - 9,416 .

-/ - 54,659 54,659 .
- 10,839 ‘ - 10,839
76,909 10,839 . 54,659 142,407 ‘

With effect ﬁom 20 June 2017, the Company entered into a cost share agreement w1th its immediate parent
Centrica Energy Storage Limited (CESL). Costs of £57,586,000 were recharged in the year (2021: £78,332,000)
split £45,828,000 cost of sales (2021: £67,493,000) and £11,758,000 operatmg costs(2021: £10,839 000) in line

with the cost share arrangement

.6 Exceptional items

The following exceptional items were recognised in arriving at operating profit/(loss) for each r'eporting period:

Impairment reversal of intangible assets.
Impairment reversal of tangible assets

2022 2021
£000°s £000’s
. '(276)
- (48,075)
- (48,351)

The prior year impairment reversal of £48,351,000 arose primarily as a result of higher forward NBP gas prices.
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Centrica Offshore UK Limited -

Notes to the Fi'nancial Statements for the Year Ended 31 -Deoember 2022 '(continued)

7 Employee costs

¢

The Company had no employees (2021: nil) and no staff costs (2021 nil).

The Directors were remunerated as employees of the Centrica plc Group and did not receive any remuneration,
from any source, for their services as Directors of the Company during the current or preceding financial year.
Accordingly, no details in respect of their emoluments have therefore been included in these ﬁnanCIal
statements.

8 Finance cost - ' .

E 2022 2021
_ £000°s £000°s
Decommissioning provision notional interest ) - -

9 Audltor s remuneratnon

The Group paxd the following amounts to its audrtor in respect of the audit of the Fmancral Statements prov1ded
to the Company

12022 - 2021
: » » . _ £000’s - £000°s

: : : N _ , :
. Audit fees - : U - o 20 i 19

* Auditor’s remuneration relates to fees for the audit of the financial statements of the Company, and the fees were .
paid by another Company within.the Group. The Company has taken advantage of the. exemption not to-disclose
amounts paid for non-audit services as these are dlsclosed in the Group Financial accounts of its ultimate parent
Centrica plc.

10 Incometax
Tax charged/(credited) in the Income Statement . ,
” o 2022 - 2021

£000°s £ 000’s

) Current taxation : - _ -

UK corporation tax o : ' o 136,091 8,191

Adjustments in respect of prior period o : - . T 14,675 - (11,466)

Total current income tax * ' . : 150,766 - (3,275)

Deferred taxation . : —_— _ ,

Origination and reversal of temporary dlfferences ‘ ' 13,717 - (18,203)
. Changes in tax rates ' L (26,115) -
. Adjustment in respect of prior period . - ' ' . . (14,125) - (1,026)

Total deferred taxation ' B o : (26,523) (19,229)
" Taxation per income statement . ' s - 124,243 .‘ .(2‘2,504)
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Centnca Offshore UK lelted

Notes to the Financial Statements for the Year Ended 31 December 2022 (contlnued)

10 Income tax (cohtinued)
The UK rate of corporatlon tax for the year to 31 December 2022 was. 19% (2021 19%).

The UK corporatlon tax rate will increase to 25% w1th effect.from 1 April 2023. At 31 December 2022 the
relevant UK deferred tax assets and liabilities included in these Financial Statements were measured at the
_prevailing rate applicable for the period when the underlying temporary differences are expected to reverse.

Upstream gas and oil production activities are taxed at a corporation tax rate of 30% (2021: 30%) plus a
- supplementary charge of 10% (2021: 10%) to give an overall rate of 40% (2021: 40%). In addition, certain
upstream assets in the UK attract petroleum revenue tax (PRT) at 0% (2021: 0%)

On 26 May 2022 the UK Government announced the introduction of an Energy Profits Levy (‘EPL’) on the UK
ring fence profits of oil and gas producers with effect from 26 May 2022. The legislation introducing the EPL
was substantively enacted on 11 July 2022 and is charged at the rate of 25%, takmg the combmed rate apphcable
to ring fence profits of 65% (2021: 40%)

Further, as part of the Finance Bill 2022-23 the rate of the EPL was increased to 35% (apolicable from 1 January
2023) and the levy was extended to remain in place until 31 March 2028. These changes were substantively
enacted on 30 November 2022,

The differences between the taxes shown above and the amounts calculated by applymg the standard rate of UK
corporatlon tax to the proﬁt before tax are reconcﬂed below:

2022 . 2021

_ £000°s ' " £000’s
Profit before tax 289,073 . 41,559
Tax on profit at standard UK corporation tax rate of 19% (2021: 19%) :

' 54,924 7,896
Effects of: . ,
Adjustments in respect of prior periods : - o - 550 (12,492)
Income not taxable . . . @ : 3)
Transfer pricing adjustments , 759 1,229
Tax rate changes¢. , o (26,170) -
Upstream investment incentives -~ ‘ . (608) -

. Group and other reliefs ’ , (759) (1,229)
Additional charges applicable to upstream proﬁts . 95,551 - L1185
Reassessment of deferred tax recognised B - - A (19,090)
Total tax charge/(credit) L L 124243 (22,504)
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- Centrica Offshore UK Limited

Notes to the Financial Statements for the Year Ended 31 December 2022 (continued)

10 Income tax (continued) ~_

Deferred tax

The movements in respect of the deferred income tax assets and liabilities that occurred during the financial year -
are as follows: .

Accelerated tax Te_mporary

‘depreciation difference trading , Total
. ' : £000°s £000’s £000°s

| January 2022 . SR _ : C(8202) . 117,056 108,854 .
(Charged)/credited to the Income Statement . 12,665 (26,382) (13,717)
Remeasurement of deferred tax balances o 16,263~ _ 9,851 26,114
" Prior period adjustments - o 14126 . - - 14,126
31 December 2022 . . , S 34,852 100,525 135,377

" Accelerated tax Temporary

depreciation difference trading. ' Total

: o £000°s £000’s - £000°s

1 January 2021 | i S 5,861 ‘ 83,764 89,625
(Charged)/credlted to the Income- Statement : - (14,063). 32,266 18,203
Prior period adjustments . o : L. ‘ 1,026 1,026
31 December 2021 - ‘ . (8202) - 117,056 108,854

©2022 . . So021

Assets Liabilities . Assets Liabilities

P . £000%s - . £000°s - £000°s . £000’s

‘ Gross deferred tax balancee . 135,377 o ) 117,056 . (8,202)“
crystallising after one year . X ' . ' 4 :
Offsetting deferred tax balances - = (8,202) 8,202
Net deferred tax balances 135377 - 108,854 . -

Deferred tax is recognised on temporary differences between the tax bases of assets and liabilities, and their
. carrying amounts in the financial statements at the balance sheet date. Deferred tax assets are recognised to the
. extent that it is probable that future taxable profits will be available against which the deductible.temporary -
differences can be utilised. Deferred tax assets and liabilities are measured using corporation tax rates that are
expected to apply in thé periods in which the temporary differences are expected to reverse and are based on tax
rates and laws that have been enacted or substantively enacted by the balance sheet date.
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Cenfrica Offshbre UK Limited -

Notes to the Financial Statements for the Year Ended 31 December 2022 _(contimied) '

11 Propei'ty, plant and equipment . ‘
‘ Plant & Abandonment

¢ . . . : . Machinery Asset Indigenous Gas Total .
' £000’s £000’s . £000’s £000’s
Cost : - . . : . _ .
At I January 2022 - . . ST 282,899 . 257,814 . 33,101 573,814
Additions ’ g 2205 - - - 2,205
Disposals : ‘ (285,104) . - - (285,104)
At31 December 2022, . o - . 257,814 33,101 290,915
Accumulated depreciation and impairment o S
At'1 January 2022 - 225800 - 224,136 30,866 . 480,802
Charge for the year (note'5) 16,817 15,244 © 1,465 33,526
On disposals . , (242,617) - - (242,617)
At 31 December 2022 ) ‘ - - 239,380 . 32,331 - 271,711
Net book value . ' _ ) .
. At31 December2022 . - - . - 18434 .- 770 19,204
At 31 December 2021 57,099 33,678 - - 2,235 93,012
) . T .
2022 2021
. £000 - £000
Assets in the course of construction (cost) . . ’ - - -2,875

Assets in the course of construction are included within Plant & Ma{chinery category.

The return to storage operations }equired that on 9 September 2022 Centrica Energy Storage Limited purchased
all the onshore and offshore operating assets from the company for consideration of £13,400,000 in order to -
comply with the Gas Act 1995. 4 - ‘

In the prior year an impairment reversal of £48,351,000 arose primarily as a result of higher forward NBP gas
prices. : -
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Centrica Offshore UK Limited

Notes to the Financial Statements for the Year Ended 31 December 2022 (continued)

12 Intangible fixed assets

p = o o . - - Application

' : Software

.£000’s

Cost A : ‘ . , . o '
At ] January 2022 ‘ < S : L 2,771
Additions S : ' : S - 2
Disposals ~ o i o _ " : (2,773)

" At31 December 2022 . , o ' ‘ s o -
: Accufnulated -depreciation”and impairment_ ' : - .
At 1 January 2022 . ) ' ‘ : . A o . 2269

Charge for the year (note 5) - ' , , - 230
On disposals - - - : c : . o (2,499)

At 31 December 2022 - 4 : ' N T
' Net book value ' N ' o o .
At 31 December 2022 . - - | _ C

" At31December2021 - . : o ' - 502

13 Trade and other receivables

2022 ‘ 2021

Current Non-current * Current - Non-current

. . o £000s . . £000’s. £000’s £000’s
" Amounts owed by Group undertakings - - 405,126 - T, 252,303
' : ‘ - 405,126 - 252,303

The amounts owed by Group l'mdertakings. have been presented on a net basis as there is a right of offset against
certain amounts. All amounts owed by Group undertakings are unsecured, repayable on demand and non-interest
bearing. The net amounts owed by Group undertakings exclude any derivative arrangements between Group
companies. o - c
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‘ Centi‘ica Offshore UK Limited

Notes to the Financial Statements for the Year Ended 31 December 2022 (continued)

" 14 Trade and other payables o : : N
. ' 2022 ‘ _ 2021
‘Current = Non-current Current Non-current
. £ 000°s £000°s " £000°s - £ 0_00’5
Amounts owed to Group undertakings 2,976 - - ~-52,081 . -
: 2,976 - 752,081 -

" The amounts owed to Group undertakings have been presented on a net basis as there is a right of offset-against

.15 Provisions for other liabilities and charges

certain amounts. Amounts owed to Group undertakings are mterest free, unsecured, repayable on demand and
non-interest bearmg See note 2 for further details.

Decommissioning

o : S £000°s
At 1 January 2022 ) n 324,599
Capitalised: ' ‘ ‘ ‘ A -
- Utilised during the period : IR - . (1529
At 31 December 2022 o . , ‘ 317,070
Non-current liabilities ‘ 269,733
47,337

Current liabilities

Decommlssmmng

The Company has recognised prov1swns for its obllgatlons to decommission its production facilities at the end of
their operating lives. The estimated cost of decommissioning at the end of the life of the production facilities is
based on engineering estimates and, in the case of the Rough facility, reports from independent experts. Provision
is made for the net present value of the estimated cost of decommissioning at the Statement of Financial Position
date. Such cost estimates, expressed at current price levels at the date of the estimate, are discounted using a risk-
free rate of 1.0% (2021: 0.0%). The payment dates of expected decomm1s51omng costs are uncertain, but the
majority of decommlssmmng costs are expected to be incurred by 2036. .

16 Capltal and reserves

Allotted, called up and fully paid shares ) i } ’
2022 2021

- : : No. £ . No. £
Ordinary shares of £1 each . 4,500,000 4,500,000 4,500,000 4,500,000

Share Capxtal

The Ordmary shares have the rights and restrictions as set out in the Artlcles of Assomanon of the Company.

Retained earnings :
The balance classified as retained earnings includes the profits and losses’ reahsed by thé Company in previous
periods that were not: distributed to the shareholders of the Company at the Statement of Financial Position date.
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Centrica Offshore UK Limited .

Notes to the Financial Statements for the Year Ended 31 December 2022 (continued)

17 Fair value of financial instruments

The Company buys and sells national balancing point gas through forward and futures contracts. An analysis is

" performed to assess whether these arrangements are financial instruments or not (‘'own-use contracts'). The fair
value of a financial instrument is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date. The Company adopts Group internal
policies for determining fair value, including methodologies used to establrsh valuation adjustments requrred for

credit risk.

Fair value hlerarchy

Financial assets and financial liabilities measured and held at fair value are classified into one of three categories,
known as hierarchy levels, which are defined according to the inputs used to measure fair value as follow:

"+ Level 1: Fair value is determined usmg observable inputs that reflect unadjusted quoted market prlces for

identical assets and liabilities.

» Level 2: Fair value is determined using significant mputs that may be drrectly observable mputs or

unobservable inputs that are corroborated by market data.’

+ Level 3: Fair value is determined using significant unobservable mputs that are not corroborated by market
data and may be used with internally developed methodologles that result in rnanagements best estlmate of

fair value.

Financial instruments carried at fair value

value

‘31 December 2022 31 December 2021
Fair value and » Fair valueand
carrying value Levell  Level 2 carrying value  Levell Level 2
£000°s £000’s £000’s £000’s £000’s £000’s
Financial assets at fair value ‘
through profit or loss:
Derivative financial assets - held
for trading under IFRS9 ‘
Energy derivatives 11,485 - 11,485 - - S
- Total financial assets at fair value 11,485” ' - 11,485 ‘ L . -
- through profit or loss , : : .
31 December 2022 . 31 December 2021
Fair value and . Fair value and
carrying value Level 1l Level 2 carrying value Level1 Level2
, £000°s . £000°s £000’s £ 000°s £000°s £000°s
Derivative financial liabilities - '
held for trading under IFRS9
Energy derivatives - - .-' (63,621) - (63,621)
Total financial liabilities at fair _ - - (63,62 1‘) ; - (63,621) -
value through profit or loss
Net financial instruments at fair 1 1,485 _ . 11,485 i63;6215 - (63,621)
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Centrlca Offshore UK Limited

Notes to the Financial Statements for the Year Ended 31 December 2022 (contmued)

17 Fair value of financial instruments (continued)

Methods and assumptions )
There were no material transfers during the fmancxal year between level 1 and 2. There were no Leve] 1 trades
during the year and at the end of the year. -

Transfers between fair value hierarchy ]evels are based on the values of the relevant assets and liabilities at the '
beginning of the reportmg period.

-The Company has classified fair value measurements using a fair value hierarchy that reflects the significance of ,
the inputs used in marking the measurements. The fair value hierarchy has the following levels:

» quoted prices in active markets for the same instrument (i.e. without modification or repackaging) (Level 1);

* quoted prices in active markets for similar assets or liabilities or other valuation techniques for which all
significant inputs are based on observable market data (Level 2); and

* valuation techniques for which any significant input is not based on observable market data (Level 3).

Assessmg the significance of a partlcular input requires judgement. For the purposes of the fair value hlerarchy,
the Directors have determined Level 2 as the appropriate hierarchy level for all-valuations generated from the
Company’s trading system given that all financial assets and financial habllmes measured and held at fair value
mature within the actlve penod

(b) Valuation techniques used to derive Level 2 fair values and ‘valuation process
Level 2 foreign exchange derivatives comprisé forward foreign exchange contracts which are falr valued using
forward exchange rates that are quoted in an active market.

Level 2 energy denvatlves are fair valued by comparing and discounting the difference between the expected
contractual cash flows for the relevant commodities and the quoted prices for those commodities in an active
market. The average discount rate applied to value this type of contract during 2022 was 5% per annum (2021
1% perannum).

18 Related party transactions

The Company has taken advantage of the exemption within FRS 101 from disclosure of transactions with other
wholly-owned Centrica plc Group companies and key management personnel compensation.

19 Parent and ultimate parent undertaking

The immediate parent undertaking is Centnca Energy Storage Limited, a company registered in England and
Wales:

The ultimate parent undertaking is Centrica plc, a company registered in England and Wales, which is the only
" company to include these financial statements in its consolidated financial statements: Copies of the Centrica plc

consolldated financial statements may be obtained from www.centrica.com.

The registered address of Centrlca plc is Millstréeam, Maldenhead Road Wmdsor Berkshire, United ngdom
SL4 5GD., :
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