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PERENCO (OIL & GAS) INTERNATIONAL LIMITED

STRATEGIC REPORT 4
FOR THE YEAR ENDED 31 DECEMBER 2018 .

_The directors present the strategic report and financial statements for the year ended 31 December 2018.

Perenco (Oil & Gas) International Limited (the “Company”) is an. investment holding company, a private
company limited by shares, with one major subsidiary (together the “Group”). The primary objective of the
Group is to increase shareholder wealth through the production and sale of petroleum and natural gas.

Business review

The revenue . recorded by the Group has grown when compared to the prlor year at £151,178k (2017 o

'£124,002k). The Group recorded a profit after taxation of £44,247k, a 5% increase on the prior year (2017:

£42,238k) driven principally.by an lmprovement in the underlying oil price. The gross prof it margin. has
increased to 51% (2017: 41%). .

The balance sheet shows that the Group’s overall ﬁnancial position at the end of the year has increased, with
net assets increasing to £316.7 million at 31 December 2018 from £255.4 million at 31 December 2017.

The Group strengthened its balance sheet position also due to favourable exchange rates movements during
the period with a closing balance sheet £:$ rate of 1.28 (2017: 1.3517). .

The Group completed the acquisition of 49% interest in a group of companies, operating in Mexico, from
Petrofac Ltd on the 18th October 2018, with main shareholdings acquired in Petrofac Netherlands Holdings -

* B.V.and Petro oil and gas limited. The provisional falr value consideration for the companies acqurred was
C£1741m. ‘

Key performance indicators

The key performance indicators for the Group are revenue, gross profit margin and profit after tax. Directors

_ use these measures to evaluate operating performance and make financial and strategic decisions to ensure -

return of value to shareholders. The KPIs achleved during the 2018 are included in the business review
sectlon above. .

Major hazards

The Group recognises that our operations involve major hazards and are committed to providing the
necessary leadership so as to ensure that the resulting risks to people, the environment and property are as
low as reasonably practicable. There is a Board Committee to ensure that appropriate leadership is in place
at all levels of the organisation. The Committee also monitors Major Hazard safety performance through the
analysis of appropriate key performance indicators and ensures that all necessary-action is taken to correct
underpen‘ormance and to ensure continuous improvement. :




PERENCO (OIL & GAS) INTERNATIONAL LIMITED

'STRATEGIC REPORT (CONTINUED)
'FOR THE YEAR ENDED 31 DECEMBER 2018

Principal risks and uncertainties

.

The Company's operations expose it to a variety of fi nancial nsks that mclude financial risk, forelgn currency
risk and credit risk.

Financial Risk

The most significant financial risks to which the Group is exposed are movements in oil and gas prices and
interest rates.. The Group considers that volatility in oil and gas prices and interest rates is a regular part of its
business environment, so the Group does. not systematically hedge through financial instruments to mitigate
these risks. .

Foreign currencv risk

The Groub’s_ activities expose it to the financial risks of changes in foreign currency exchange rates. Th‘e
Group considers that movements in foreign exchange are a regular part of its business environment. The
Group accepts this foreign exchange risk and does not use foreign-currency derivative instruments.

Credit risk

The Group's principal financial assets are cash and cash equivalents and intercompany receivables. Th e
"~ Group's counterparty risks in relation to its cash and cash equivalents are considered to be limited, because
counterpartles are financial |nst|tut|0ns with high credit ratings assigned by international . credit-rating
agencies.

The credit risk on intercompany receivables is monitored by the Group’s parent and balances as at 31
December 2018 are considered to be recoverable. There was no impairment of mtercompany recelvables in:
2018. :

The Group manages credit risk on sales through selling to one customer, Tubras, with whom the Group has
traded with since 2003. Tupras reported cash and cash equivalents of $1,131 million as at 31 December 2018
(2017 : $2,320 million) and is expected to remain profitable going forward.

The impact of the UK’s exit from the EU . :
Following the referendum in 2016, we have been assessing the potentual |mpact of Brexit on the Group and
" do not anticipate a significant direct impact from Brexit on the Group's activities. We remain alert to the
impact any final deal will have on the macro economic conditions. Our assessment is that'any direct impact
from Brexit will be limited and do not pose .a significant risk to Group’s activities.

On behalf of the board

A éager
‘Director
~ 27 September 2019




' PERENCO (OIL & GAS) INTERNATIONAL LIMITED

DIRECTORS' REPORT
- FOR THE YEAR ENDED 31 DECEMBER 2018

- . The directors present their annual report and financial statements.for the year ended 31 December 2018.

. Results and dividends
The results for the year are set out on page 9. No dividend is paid or proposed at the date of signing.

Subsequent events
There are no signifi cant subsequent events that have occurred after 31 December 2018

Future developments _ ,
The Company will continue to produce and sell petroleum and natural gas for the foreseeable future.

Principal risks and uncertainties .

Information regarding principal risks and uncertainties is rncluded in the strategrc report which forms part of the -
directors report . :

Directors
Throughout the year and up to the date of srgnrng, the dlrectors who. served throughout the year except as
noted, were as follows:

N J Fallows
. AEager
JBParr

Going concern . ' .

The Group's business activities, key financial, foreign currency and credit risks, performance and position-are
set out in the’ strateglc report. The financial position of the Group is set out in the fnancral statements and
related notes.

The Group is self-funding and therefore meets its day-to-day working capltal requnrements through net proceeds .
" received from its oil and gas production. . .

On the basis of current fi nancial projections and facilities available, the directors have a reasonable expectation
that the Group has adequate resources to continue in operational existence for the foreseeable future and,
accordingly, consider that it is appropnate to adopt the going concern basis in prepanng the fi nancnal statements

Statement of disclosure to auditor . . ,
Each dir'ector in office at the date of approval of this annual'report confirms that'

* so far as the drrector is-aware, there is no relevant audit information of which the company auditor is
unaware, and

+ the director has taken all the steps that he / she ought to have taken as a director in order to make hlmself/
‘herself aware of any relevant audit information and to establish that the company auditor is aware of that -
mformatron .

~This confirmation is grven and should be |nterpreted in accordance wuth the provrsmns of sectlon 418 of the
Companies Act 2006.




' PERENCO (OIL & GAS) INTERNATIONAL LIMITED,

DIRECTORS' REPORT (CONTINUED)
'FOR THE YEAR ENDED 31 DECEMBER 2018

~ On behalf of the board

A Eager"..' Vi ' '
Director~” = -
27 September 2019




PERENCO (OIL & GAS) INTERNATIONAL LIMITED
DIRECTORS"RESPONlSIBILITIES' STATEMENT- .
‘ FOR THE YEAR ENDED 31 DECEMBER 2018

The directors are’ responS|bIe for prepanng the Annual Report and the fi nanc1a| statements in accordance with
appllcable law and regulatuons

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with International Financial Reporting -
Standards (IFRSs) as adopted by the European Union. Under company law the directors must not approve the -
financial statements unless they aré satisfied that they give a true and fair view of the state of affairs of the

Group and of the profit or loss of the Group for that period. - In preparing these financial statements, International”
‘Accounting Standard 1 requires that directors

« properly select and apply accounting policies;

* present information, including accounting policies, in a manner that provides relevant rehable comparable A
-and understandable information;

+ provide additional disclosures when compllance with the specnf ic reqmrements in IFRSs are msuff cient to
enable users to understand the impact of particular transactions, other events and condntlons on the entity's
financial position and financial performance and

*‘make an assessment of the company's ability to continue as a going concern.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Group’s transactions and disclose with reasonable accuracy at any time the financial position of the Group
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 Group and hence for taking reasonable steps for the prevention
and detection of fraud and other irregularities. '




PERENCO (OIL & GAS) INTERNATIONAL LIMITED

INDEPENDENT AUDITOR'S REPORT ,
TO THE MEMBERS OF P'ERENCO_ (OIL & GAS) INTERNATIONAL LIMITED

Report'on the audit of the financial statements

Opinion
In our opinion: : '
+ the financial statements give - a true and fair view of the state of the group’s ‘and of the parent
company's affairs as at 31 December 2018 and of the group’s profit for the year then ended;
"~ + the group financial statements have been properly prepared in accordance with Internatlonal
Financial Reporting Standards (IFRSs) as adopted by the European Union;
* the parent company financial statements have been.properly prepared in accordance with IFRSs as
adopted by the European Union and as applled in accordance with the provisions of the Companies.
" Act 2006; and
+ ‘the financial statements have been. prepared in accordance wrth the requnrements of the Companies
Act 2006. > .

We have audited the financial statements of Perenco (Oil & Gas) International lelted (the ’ parent company)
andits subsldlanes (the ‘group’) which- comprise:

* the consolidated income statement;

the. consolidated statement of comprehensive income;

the consolidated and parent company statements of financial position;

the consolidated and parent company statement of changes in equity;

the consolidated and parent company cash flow statements and

the related notes 1 to 26.

The financial reporting framework that has been applied in their preparation is appllcable law and International
Financial Reporting Standards (IFRSs) as adopted by the European Union and, as regards the parent
company financial statements, as applied in accordance with the provisions of the Companies Act 2006.

Basis for opinion _ :

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

We are independent of the company in accordance wrth the ethical requrrements that are relevant to our audit -
of the statutory financial statements in the UK, including 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 relatmg to going concern :
We are required by ISAs (UK) to report in respect of the foIIowrng matters where:

the directors’ use of the going concern basis of accounting in preparation of the statutory financial
statements is not appropriate; or
) the directors have not disclosed in the statutory ‘financial statements any ldentrf ed material
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 statutory fi nancual
statements are authorised for issue. . .

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




PERENCO (OIL & GAS) INTERNATIONAL LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED) |
TO THE MEMBERS OF PERENCO (OIL & GAS) INTERNATIONAL LIMITED

Other Information .

The directors are responsible for the other information.. The other information comprlses the information
included in the annual report , other than the financial statements and our auditor’s report thereon. 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 conclusmn thereon. ’

In connection with our audit of the financial statements, our responsibility is to read the other information.and,

" in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify 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.

Responsnbllltles of directors
As explained more fully in the directors’ responsibilities statement the directors- are responsnble for the
preparation of the statutory 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 statutory financial -
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 group’s and the parent
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 quurdate the group or the
parent company orto cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the statutory financial statements

Our objectives are to obtain reasonable assurance about whether the statutory financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
Jincludes 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

- statutory financial statements. .

A further description of our responsibilities for the audit of the statutory financial statements is located on the
Financial Reporting Council’'s website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of
our auditor’s report. : o

Repprt on other legal and regulatory requi'rments

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 fi nancnal year for which the _
~ financial statements are prepared is consistent with the financial statements; and
the strategic report and the dlrectors report have been prepared in accordance with applicable legal
requirements.

In the light of the knowledge and understanding of the -group and of the parent company and their - -
environment obtained in the course of the audit, we have not |dent|f' ed any material misstatements |n the
strategic report or the directors’ report.




- PERENCO (OIL & GAS) INTERNATIONAL LIMITED

INDEPENDENT AUDITOR S REPORT (CONTINUED)
TO THE MEMBERS OF PERENCO (OIL & GAS) INTERNATIONAL LIMITED

Matters on thCh we are requnred to report by exceptlon
Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion: -
* adequate accounting records have not been kept by the parent company, or returns adequate for our
audit have not been received from branches not visited by us; or
+ the parent company fi nanC|aI statements "are not in agreement with the accounting records and
" returns; or :
+ certain disclosures of dlrectors remuneration specified by law are not made; or .
« we have not received all the information and explanations we require for our audit.

We have nothing to report in reépect 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 fuIIest extent permitted by law, we do not accept or assume 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 oplnlons we
have formed. .

o

William Brooks FCA (Senior statutory auditor)

For and on behalf of Deloitte LLP

Statutory Auditor _ -

London ’ N

27 September 2019 .




PERENCO (OIL & GAS) INTERNATIONAL LIM|TED :

CONSOLIDATED INCOME STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2018

‘Revenue

Cost of sales

Production and operating costs

Other operating income:
Gross profit
Administrative expenses
Operating profit
Finance income
Finance costs
Other gains and losses

Gain on disposal of assets
Share of loss of associate

Profit before taxation
Income tax expense

Profit for the financial year

The income statement has been prepared on the basis that all operations are continuing operations. -

Notes

(-}

14

1

2018
£'000

151,178

(73,407)

77,771

(7,168)

70,603

16,369
(260)
(6,146) .-

6

| (5,875)

64,697

(20,450)

44,247

2017
£'000

124,002

(73,532)

50,470

(4,867)

45,603

3,033
(565)
3,350
97 .

51,518

(9,280)

42,238




PERENCO (OIL & GAS) INTERNATIONAL LIMITED

CONSOLIDATED STATEMENT. OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2018

" . Profit for the financial year
Items that' may be reclassified to profit or loss in s‘ubsequent periods
" Exchange differehces on traBsIation of foreign operations

Total comprehensive income for the yeér ‘

2018
~ £000

44,247

17,011

61,258

2017
£'000

42,238

(25,266)

16,972

The accompanying notes are an integral part of this consolidated statement of total compl_'ehensive income. .

-10-



PERENCO (OIL & GAs.) INTERNATIONAL LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2018 |

2018 o 2017

“Notes = £000 ’ £'000
Non-current assets : . ,
Property, plant and equipment 12 . ' 130,812 122,923
Investments - .15 ) 168,259 . -
V299071 1 - 122,923
Current asséts’ - ‘ . o
Inventories 16 . 35,093 - - 28,454
Trade and other receivables 17 N o 199,015 _ 133,791
_Cash and cash equivalents . ' ‘ '10,303-: ' - ' 17,403
244,411 = 179,648
Total assets ' | - 543,482 : 302,571
Current liabilities : : o : A
Trade and other payables - 18 o o (193,590) . - (16,922)
Current tax liabilities . .(3,300) . _ (3,643)
- (196,890) ‘ (20,565)
Non-current liabilities - o )
Deferred tax liabilities _ 20 ' (25,243) - (22,328)
Provisions o ‘ 19 : . . (4,680) . . (4,267)
Total liabilities . o . (226,813) L (47,160) .
Net assets ] o T ‘ 316,669 B 255,411
Equity . . . , » _
Called up share capital = o 21 : . - o -
Retained earnings _ 14 - 240,144 . 195,897
Other reserves . C : 76,525 - 59,514
Total equity , | : . 316,669 . © 255,411

" The financial statements were ébproved by the Board of direqfors and authorised for issue on 27 September
2019 . ‘ : ' : o
Signed on its behalf by:

‘AEagerw‘:,»;- B
Director ™~

Company Registration No. SC061143

11



PERENCO (ou_ & GAS) INTERNATIONAL LIMITED

COMPANY ONLY STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2018

-

Non-current assets
Investment in associate
Investments

Fixed assets

Current assets

Trade and other receivables .

Cash and cash equivalents

- Total assets

Trade and other payables,
- Total ITabiIities '

Net assets
. EqU_itr _
Share capital

Retained earnings

‘Total equity

Notes

14
15

17 -

.14

o 18

21

2018

£7000

168,258

17,118
5,000

190,376

- 2017
£'000

17,118

17,118

25

32

The company has chosen to apply section 408 of the Companies Act which provides an exemption from
publication of the full Company only profit and loss account. The Company reported a loss for the financial

year ended 31 December 2018 of £7,086k (2017: Loss of £124k)

. The flnanmal statements were approved by the Board of dlrectors and authorised for issue on 27 September

2019
|gned on its behalf by

Directer"'

' Company Registration No. SC061143




PERENCO (olL & GAS) |NTERNATIONAL LIMITED

STATEMENT OF CHANGES IN EQUITY .
FOR THE YEAR ENDED 31 DECEMBER 2018

_ Share capital -

' Consolidated ~ ~ . ~ £'000

At 1 January 2017 ' o ;
Profit for the year o : -
Other comprehensive loss for the year ) .-

Total comprehensnve income for the -
year . . L

At 31 December 2017 . -
 Profit for the year : . i -
Other comprehensave income for the year ' -

Total comprehensnve income for the

year’ . " B

At31December2018 . . .

Company

At 1 January 2017 -
Total loss for the year

Total compreherisive income for the
year ) .

At 31 December 2017 .~
Total loss for the year

Total comprehensive loss for the year

At 31 December 2018

Retained
earnings
£'000

151,454
42,238

42,238

© 195,897
144,247

44,247

240,144

‘Share capital -

£'000

Other reserves

£'000

84,780

(25,266)

(25,266) -

59,514 -

17,01

17,011

76,525

earnings
£'000

17,268
(124)

(124)

17,144
(7,086)

(7,086)

© 10,058

Retained

Total eqdity "
£000

236,234
42,238
(25,266)

16,972

255,411
44,247
17,011

© 61,258

316,669

Total equity
£'000

17,268 -
(124) -

| (124)

17,144
(7,086)

(7,086).

10,058

-13-



PERENC{O (OIL & GAS) INTERNATIONAL LIMIT_E'D

CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2018

- 2018.

2017

Notes - £000  £000

»Net cash inflow from operatfng activities ' ' 23 ' ' ‘ 70,936 - 57,660
Cash flows from investing activities
Expenditure on development and production assets 12 ) (19,750) (15,042)
Expenditure on other fixed assets . ‘ 12 ' o (5,297) - (117)
Fixed asset disposal proceeds ' . ' 6 - - 97 -
Advances paid to group undertékings N ) (69,553)  (58,521) .
Interest received - ‘ 8 ' S 6,369 = 3,034 -
Investment in associate . ‘ 14 4 (174,134) - -
Net cash used in investing activities. L (252,359)  (70,549) -
Cash roWs from financing activities » . » :

~ Interest paid o 9 o . (260) (565)

. Loan drawn from Group-company o o B o 180,090 -
‘Net cash generated from/(used in) financing : :
activities A : » 179,830 (565)
Net decrease in cash and cash equivalents ' S . R . (1,593) (13,454) '
Cash and cash equivalents at beginning of year ' . : 17,403 38,809
[Effect of foreign exchange rate changes C . ‘ o (5,507) - (7,952)

_ Cash and cash equivalents atend of year - : ' 10,303 17,403

14-



- PERENCO (OIL &'GAAS_). INTERNATIONAL LIMITED

COMPANY ONLY CASH FLOW STATEMENT -
FOR THE YEAR ENDED 31 DECEMBER 2018

Noiés :
" Net cash outflow from operating activities 23

Cash flows from investing activities
Purchase of fixed assest
“Investment in associate

-Net cash used in investing activities
Cash flows from f nancmg actlvmes
Interest received :
Loan drawn from Group company
Interest pald
P
Net cash generated froml(used in) financing
activities

~ Net: mcreasel(decrease) in cash and cash
equlvalents

Cash and cash equivalénts at beginning of year

Cash and cash equivalents at end of yéér

@

.2018 2017

£'000 £'000

(105) (83)

' (5,000) -

(174,134) -

- (179,134) .

80 -

179,185 -

- (2
179,265

26 (85)

32 117

58 - 32

-15-



PERENCO (OIL & GAS) INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

11

- 1.2

1.3

Accounting policies
General

Perenco (Oil & Gas) International Limited is a private company limited by shares, incorporated in the United
Kingdom under the Companies Act 2006. The address of the registered. office is: 2 Lochrin Square, 96 -
Fountainbridge, Edinburgh, EH3 9QA. The nature of. the Company's operations and its principal activities
are set out in the Strateglc Report.

Accounting convention

The financial statements have been prépared in accordancé with applicable  International Financial
Reporting Standards (“IFRSs”) as adopted by the European Union. The accounting policies have been
applied consistently across the Group, and consistently with prior years. .

The financial statements have been prepared on the historical cost basis except for the revaluation of

certain financial instruments and oil stock. The principal accounting policies adopted are set out below.

Ba5|s of consolldatlon

The consolidated financial statements lncorporate the financial statements of the Company and entmes
controlled by the Company (its subsidiaries) made up to 31 December each year. Control is achieved when -

*the Company:

has the power over the investee;
s exp'osed, or has rights, to variable return from its involvement with the investee; ahd

has the ability to use its power to affects its'returns.

The Company reassesses whether or not it controls an investee if facts and circumsta‘ncesﬂ indicate that

there are changes to one or more of the three elements of control listed above.

When the Company has less than a majority of the voting rights of an-investee, it considers-that it has
power over the investee when the voting rights are sufficient to give it the practical ability to direct the
relevant activities of the investee unilaterally. The Company considers all relevant facts and circumstances
in assessing whether or not the Company's voting rights in an investee are sufficient to give |t power,
including: .

the size of the Company’s holding of votmg nghts relatlve to the size and dispersion of
holdings of the other vote holders;

potential voting rights held by the Company, other vote holders or other parties;
_rights arising from other contractual arrangements; and
any additional facts and circumstances that indicate that the Company has, or does not have, the current

ability to direct the relevant activities at the time that decisions need to be made, including voting patterns at
previous shareholders’ meetlngs . .

-16- § ‘ T



PERENCO (OIL & GAS) INTERNATIONAL LIMITED _

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

13

14

Accounting policieé (Continued)

Basis of consolidation (continued)

- Consolidation of a subsidiary begins when the Company obtains control over the subsidiary and ceases

when the Company loses control of the subsidiary. Specifically, the results of subsidiaries acquired or
disposed of during the year are included in the consolidated income statement from the date the Company
galns control until the date when the Company ceases to contro! the subsidiary.

Profit or loss and each component of other comprehensive income are attributed to the owners of the
Company and to the non-controlling interests. Total comprehensive income of the subsidiaries is attributed
to the owners of the Company and to the non-controlllng interests even if this results in the non- controlllng
interests having a deficit balance.

Where necessary, adjustments are made to the fi nancial statements of subsidiaries to bring the accountmg

‘ poI|C|es used into line with the Group'’s accountmg pollcxes

All- intragroup "assets and liabilities, equity, income, expenses and cash flows relatmg to transactlons
between the members of the Group are eliminated on consolidation. -

Non-controlling interests in subsidiaries are identified separately from the Group's equity therein. Those
interests of non-controlling shareholders that are present ownership interests entitling their holders to a
proportionate share of net assets upon liquidation may initially be measured at fair value or at the non-
controlling interests' proportionate share of the fair value of the acquiree’s identifiable net assets. The
choice of measurement is made on an acquisition-by-acquisition basis. Other non-controlling interests are
initially measured at fair value, Subsequent to acquisition, the carrying amount of non-controlling interests is
the amount of those interests at initial recognition plus the non-controlling interests’ share of subsequent
changes in equity. Total comprehensive income is attributed to non- controlhng interests even if this results in
the non-controlling interests having a deficit balance.

Changes in the Group's interests in subsidiaries that do not result in a loss of control are accounted for as
equity transactions. The carrying amount of the Group'’s interests and the non-controlling interests are
adjusted to reflect the changes in their relative interests in the subsidiaries. Any difference between the .
amount by which the non-controlling interests are adjusted and the fair value of the consideration paid or
received is recognlsed directly in equnty and attributed to the owners of the Company.

When the Group loses control of a subsndlary, the gain or Ioss on disposal recognlsed in profit or loss is
calculated as the difference between (i) the aggregate of the fair value of the consideration received and the
fair value of any retained interest; and (i) the previous carrying amount of the assets (including goodwill),
less liabilities of the subsidiary and any non-controlling interests. All amounts previously recognised in other
comprehensive income in relation to that subsidiary are accounted for as if the Group had directly disposed
of the related assets or liabilities of the subsidiary (i.e. reclassified to profit or loss or transferred to another
category of equity as specified/permitted by applicable IFRS). The fair value of any investment retained in
the former subsidiary at the date when control is lost is regarded as the fair value on initial recognition for
subsequent accounting under IFRS 9 ‘Financial Instruments: Recognltlon and Measurement’.

Investments in associates

An associate is an entity over which the Group has significant influence and that is neither a subsidiary
nor an interest in a joint venture. Significant influence is the power to participate in the financial and
operating policy decisions of the investee but is not in control or joint control over those policies.

Under the equity method, an investment in-an associate is initially recognised in the consolidated statement
of financial position at cost, being the fair value of consideration found at the acquisition date, and adjusted
thereafter to recognise the Group's share of the profit or loss and other comprehensive income of the
associate. .
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1.5

'Accounting policies v _ o o (Continued)

Investments in associates (continued) : ' '
When the Group's share of losses of an associate exceeds the Group'’s interest in that associate (which
includes any long-term interests that, in substance, form part of the Group’s net investment in the

. associate), the Group discontinues recognising its share of further losses. Additional losses are recognised

only to the extent that the Group has mcurred legal or constructlve obligations or made payments on behalf
of the associate.

An investment in an associate is accounted for using the equity method from the date on which the investee
becomes an associate. On acquisition of the investment in an associate, any excess of the cost of the
investment over the Group's share of the net fair value of the identifiable assets and liabilities of the
investee is recognised as development and production assets, which is included within the carrying amount
of the investment. Any excess of the Group’s share of the net fair value of the identifiable assets and
liabilities over the cost of the investment, after reassessment is recognised |mmed|ately in profit or loss in

~ the penod in which the investment is acquired.

The requirements of IAS 36 are applied to determine whether it is necessary to recognise any impairment
loss with respect to the Group’s investment in an associate. When necessary, the entire carrying amount of .
the investment is tested for impairment in accordance with IAS 36 Impairment of Assets as a single asset by
comparing its recoverable amount (higher of value in use and fair value less costs of disposal) with its
carrying amount. Any |mpa|rment loss recognised forms part of the carrying amount of the investment. Any
reversal of that impairment loss is recognised.in accordance with IAS 36 to the extent that the recoverable
amount of the investment subsequently i increases.

Oil and gas assets

~ The Group uses the full cost method of accounting for exploratlon evaluation, development and productlon

expenditure in relation to oil and gas assets, having regard to the requirements of IFRS 6 ‘Exploration for
and Evaluation of Mineral Resources’. These costs are capitalised in separate geographical costs pools
(“full cost pools”) having regard to the operational structure of the Group

Oil and gas assets: exploration and evaluation

Exploration and evaluation (“‘E&E") costs are initially capitalised as ‘intangible assets’, in accordance with
IFRS 6. Such E&E costs may include costs of licence acquisition, technical services and studies, seismic
acqunsmons and exploration dnlllng and testmg

Tangible assets used in E&E activities are classified as property, plant and equipment. Intangible E&E
assets are not depreciated and are carried forward until the existence (or otherwise) of proved reserves has
been determined. If proved reserves have been discovered, the relevant E&E assets are then reclassified
as development and production assets within property, plant and equipment and depreciated using the
method described below. Intangible E&E assets that are determined not to have resulted in the discovery of
proved reserves and cannot be associated with an established full cost pool are written off at the date of
determination, whereas those that are associated with an established pool are carried forward and
amortised over the total reserves of the pool, subject to there being no impairment of the pool as a whole.

Development and production assets are accumulated under the principle of full cost eccounting on a field-
by-field basis and represent the cost of developing proved reserves discovered and bringing them into
production, together with the exploration and evaluation expenditures incurred in finding proved reserves.

The net book values of producmg assets are depreciated on a field- by—f ield basis or across those fi elds that

~ share common facilities using the unit of production method by reference to the ratlo of production in the

period to the related proved reserves of the field.
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1.5

1.6

1.7

1.8

Accounting policies ' - . : - (Continued)

Oil and gas assets (continued)

' Impa/rment of oil and gas assets (celllng test)

A ceiling test is carried out if there is a significant reason for the directors to believe that |mpa|rment could
have occurred. This test is to assess whether the carrying amount of each field or full cost pool (as

applicable) exceeds the recoverable amount. The recoverable amount is the higher of an asset'’s fair value . .

less cost to sell, and its value in use as defined by IAS 36 ‘Impairment of assets’. The fair value less cost to
sell is determined by discounting the anticipated post-tax net cash flows at a risk adjusted discount rate

“using proved and probable reserves. Where a fair value less:cost to sell method is used, the carrying

amount includes any deferred tax asset or liability associated with the capitalised costs in the cost pool. Any
deficiency arising under this comparison is recognised in the income statement. An impairment test for an
exploration and evaluation asset is conducted on a full cost pool basis. An impairment test of a development

‘or production asset is undertaken for the particular cash generating unit which is generally the field. -

Reversal of impairment losses recognised in prior years is recorded when there is an indication that the
impairment losses recognised for the assets no Ionger exist or have decreased The reversal is recorded in
the income statement.

Other tangible fixed assets

-Other tangible fixed assets are carried at cost less accumulated depreciation, less estimated residual value

and any provision for impairment. Depreciation is charged using the straight-line method over estimated
useful lives as follows: ' ‘ ' '

Freehold premlses " 20 years

Leasehold improvements - 10 years or the life of the Iease if shorter
Equipment and vehicles 3-10 years : :
Freehold land is not depreciated.

Joint arrangements

The Group is engaged in oil and gas exploration, development and- productlon through unincorporated Jomt
arrangements; these are classified as joint operations in-accordance with IFRS 11. The Group accounts for
its share of the results and net assets of these joint operations. In addition, where the Group acts as
operator to the joint operation, the liabilities and receivables (including. amounts due to or from non-

operating partners) of the joint operatlon are lncluded in the Group balance sheet.

Oil and gas overlift and underlift

Underlifts of entitiement to crude oil production are recorded within crude oil inventory and overlifts within
other payables, both measured at market value, consistent with the crude oil inventory valuation policy.- -
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1 Accounting policies . ‘ B : - ~ (Continued)
1.9 Revenue recognition

Revenue represents the value of sales exclusive of related sales' taxes of oil and gas arising from upstream
operations, and is recognised at market value when the oil has been lifted and/or delivered through
pipelines or the gas has been delivered and the significant risks and rewards of ownership of the goods
have been transferred. The Group’s accounting policy under IFRS 15 is that revenue is recognised when
the Group satisfies a performance obligation by transferring oil or gas to a customer.The title to oil and gas
typically transfers to a customer at the same time as the customer takes physical possession of the oil or
gas. Typically, at this point.in time, the performance obligations of the Group are fully satisfied. The
accounting for revenue under IFRS 15 does not, therefore, represent a substantive change from the
-Group's previous accounting policy for recognising revenue from sales to customers. N

" Interest income is recognised as the interest accrues using the effective interest method (applying the rate
that exactly discounts estimated future cash receipts over the expected life of the financial instrument to the
net carrying amount of the financial asset).

Dividend income frem investments, held at cost, is recognised when the shareholders receive payment. -

1.10 Royalties

Royalties payable are charged to cost of sales.

1.11 Inventories 4

Crude oil inventory is carried at market value in accordance with specific exclusions applicable to mineral
products under IAS 2 'Inventory'.

Materials, suppliers and all other non-mineral mventorles are stated at the lower of weighted average cost
and net realisable value. The Group reviews annually the stock of material for obsolescence and a provision
on obsolete stock is made accordingly.

1.12 Foreign currencies ‘

The financial statéments have been presented in Pounds Sterling, which is the functional currency of the

company. Transactions in currencies other than Pounds Sterling are recorded at the relevant rate of

exchange prevailing at the.date of the transaction. Monetary assets and liabilities denominated in currencies

other than Pounds. Sterling at the balance sheet date are reported at the rates of exchange prevailing at that

date. Any gain or loss arising from a change in exchange rates subsequent to the date of the transaction is
-included as an exchange gain or loss in the income statement.

The assets and liabilities of subsidiaries with functional currencies other than the Pounds Sterling are
translated into Pounds Sterling at the rates of exchange ruling at the balance sheet date. ‘The results of
subsidiaries are translated into Pounds Sterling at the average rates of exchange for the year. Differences
on exchange arising from the translatlon of the net investment in foreign subsndlanes at the balance sheet
date are taken directly to reserves.
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1 Accounting policies . A ' _ ‘ B (Continued)
1.13 Taxation

-The tax expense represents the sum of the charges and credits for current and deferred tax.

Current tax payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in
the income statement because it excludes items of income or expense that-are non-taxable or deductible.
Current tax is provided at amounts expected to be paid (or recovered) using the tax rates and laws that
have been enacted or substantively enacted by the balance sheet date.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts
of assets and liabilities in the financial statements and the corresponding tax bases used in the computatlon
* of taxable profit, and is accounted for using the balance sheet liability method.

Deferred tax liabilities are generally recognised for all taxable temporary dlfferences and deferred tax assets-
- . ‘are recognised to the extent that it is probable that taxable profits will be available against which deductible

temporary differences can be utilised. Such assets and liabilities are not recognised if the temporary

difference arises from goodwill or from the initial recognition (other than in a business combination) of other

assets and liabilities in a transaction that affects neither the taxable profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no'longer probable that sufficient taxable profits will be available to allow all or part of the
asset to be recovered. Deferred tax is calculated at the tax rates -that are expected to apply in the period
when the liability is settled or the asset is realised. Deferred tax-is charged or credited in the income
statement, except when it relates to items charged or credlted directly to equity, in which case the deferred
tax is also dealt with in equrty .

Deferred tax assets and llabrlltres are offset when there'is a Iegally enforceable nght to set off current tax

authority and the Company intends to settle its current tax assets and habulrtres on a net basis.

Deferred tax is recognlsed at acquisition as part of the assessment of fair value of assets and liabilities
acqurred :

Other taxes, which include value added tax and sales tax, represent the amount receivable or payable to
local authorities in the countries where the Company operates and are charged to the income statement.
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1 Accounting policies. . ' : : (Continued)
1.14 Financial instruments

Financial assets and liabilities are recognised on the Group s balance sheet when the Group becomes party

to contractual provisions of the instrument. The Group has not entered into .any derivative financial = .

instruments during the year presented
1)' Cash and cash equivalents

Cash and cash equnvalents (which ‘are presented as a smgle class of assets on the face of the balance
sheet) comprises cash at bank. - .

- 2) Trade receivables

Trade receivables represent amounts owed for the sale of oil and gas The carrying value of these assets is
approxmate to their fair value. .

3) Trade payables

Trade payables principally compnse amounts outstanding for trade purchase and ongomg costs. The
carrying amounts of trade’ payables approximates to their fair value

1.15 Provusron.s

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a
past event, it is probable that the Group will be required to settle that obligation and a reliable estimate can
be made of the amount of the obllgatlon

The amount recognised as a provision is the best estimate of the consideration requrred to settle the
present obligation at the balance sheet date, taklng into account the risks and uncertainties surrounding the
obligation. Where a provision is measured using the cash flows estimated to settle the present obligation, its
carrying amount is the present value of those (when the effect of the time value is material).

When some or all of the economic benefits required-to settle a provision are expected to be recovered from
a third party, a receivable is recognised as an asset if it is virtually certain that reimbursement will be
- received and the amount of the receivable can be measured reliably.

.-

1.16 Going concern.

The directors have at the time of approving the ﬁnanciali.statements, a reasonable expectation that the
- company has adequate resources to continue in operational existence for the foreseeable future. Thus they
continue to adopt the going concern basis of accounting in preparing the financial statements.

-22-



PERENCO (OIL & GAS) INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
'FOR THE YEAR ENDED 31 DECEMBER 2018

1 Accounting policies . o : (Continued)
1.17 Invest‘ments in subsidiaries

Investments in subsidiaries, are initially recorded at acquisition cost. Write—downs are recorded if, in the -
~ opinion of the management, there is any impairment in value.

The initial cost of the 100% investment of N.V. Turkse Perenco (“NVTP”) was $17,117k (note 15)
‘Dividend income is recognised as revenue when the Company’s-right to receive the payment is established.

All purchases and sales of investments are recognieed on the settiement date, which is the date when the
investment is delivered to or by the Company. e

" 2 Adoption 6f new and revised standards and changes in accounting policies

In the current year, the following new and revised Standards and Interpretations have been adopted by
the Group. The directors note that no impact on the presentation of the financial statements has occurred
during the year through adopting the following standards. :

The adoption of these Standards and Interpretations has not had any S|gn|f icant impact of the amounts
reported in these financial statements but may impact the accounting for future transactions and

arrangements.’
IFRS 9 ‘ o " Financial instruments
IFRS 15 ‘ ' Revenue from contracts with customers

Amendments to IFRS 1 and IAS 28 IFRS Standards 2014-2016 cycle
Standards which are in issue but not yet effective '

* At the date of authorisation of these financial statements, the following Standards and Interpretations
which have not yet been applied in these financial statements, were in issue but not yet effective (and in
some cases had not yet been adopted by the EU):

IFRS 16 . _ Leases

"IFRIC 23 _ Uncertainty over income tax treatments
Amendments to IAS : Plan amendment, curtailment or settlement
, : (amendments to IAS 19)
Amendments to IAS 28 . Long-term interests in associates and joint ventures
‘ (amendments to IAS 28) :
Amendments to IFRS 9 , - : Prepayment features with negative
- ' compensation (amendments to IFRS 9)
-2015-2017 cycle . _ Annual improvements to IFRS

The classification and measurement of financial assets have changed with the implementation of IFRS 9
during 2018. However, this has not materially changed the measurement of financial assets of the Group.
The IFRS 9 impairment model requiring the recognition of ‘expected credit losses’, in contrast to the
requirement to recognise ‘incurred credit losses’ under IAS 39, has not had a material impact on the
Group’s Financial Statements. Trade receivables are generally settled on a short time frame and the
Group’s other financial assets are due from counterpartles without material credit risk concerns at the
‘time of transition. '

Similarly, the implement‘ation of IFRS 15 during the year has had no material impact on the Group's
financial statements. All revenue derived from the overlifting of oil has, historically, been classified within
cost of sales, and thus no further segmented disclosure is required in the Group's revenue note.
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2

Adoption of new and revised standards and changes in accounting policies . {Continued)

IFRS 16 has not yet been implemented. Its |mplementat|on in 2019 will, however, have an effect on both
the measurement and disclosures of items within the financial statements .

IFRS 16 changes the deﬁnition of a lease and provides guidance on how to apply this new definition.
IFRS 16 eliminates the current dual accounting model for lessees, which distinguishes between on-
balance sheet finance leases and off-balance sheet operating leases. Instead, there is a single, on-

‘balance sheet accounting model that is similar to current finance lease accounting. The adoption of IFRS

16 Leases, which the Group will adopt for the year commencing 1 January 2019, will impact both the
measurement and disclosures of leases over a low-value threshold, with terms longer than one year, but

" exclude any leases to explore for oil and gas (i.e. mineral rights). On adoption of IFRS 16, the Group will*

recognise lease liabilities in relation to leases which are currently classified as ‘operating leases’ under

_the principles of IAS 17 Leases. These liabilities will be measured at the present value of the remaining

lease payments, discounted using the interest rate implicit in the lease (if available).

The 'Group has completed an assessment of contracts and estimated the impact on this change to lease
accounting. The implementation of the changes would not materially impact the Consolidated Income
Statement and Statement of financial position, as no contracts contamlng a Iease under IFRS 16 were
|dent|f ed. .

Critical accounttng judgements and key souroes of estimation un,'ce‘rtainty

Key sources of estimation uncertamty

In the process of applying the Group’s accounting policies, which are described in note 1, the directors have
considered the following estimations. These are the key assumptions concerning the future, and other key
sources of estimation uncertainty at the balance sheet date, that have a significant risk of causing a material
adjustment to the carrying amounts of .assets and liabilities within. the next financial year, which -are
discussed below.

a. Reserves

Development and production assets within property, plant and equipment are depreciated on a unit of
production basis at a rate calculated by reference to proved developed producing reserves estimated using
the standards required by the US Securities Exchange Commission (“SEC"). Proved reserves estimates are
based on a number of underlying assumptions, including oil and gas prices, future costs, oil and gas in
place and reservoir performance, which are inherently uncertain. Proved reserves estimates are supported
by reserves reports for the Group which are reviewed by independent petroleum reservoir engineers.

. The level of estimated commercial reserves is also a key determinant in assessing whether the carrymg

value of any of the Group’s development and production assets has been impaired.
b. Recoverability of production and development assets

Under the full cost method of accounting for production and development costs, such costs are capitalised
by reference to appropriate cost pools, and are assessed for impairment when circumstances suggest that
the carrying amount may exceed its recoverable value. This assessment involves judgement as to (i) the
likely life of the field, (i) future revenues and opérating costs with which the asset in question is associated,
(iii) the discount rate to be applied to such revenues and costs for the purpose of deriving a recoverable -
value, and (iv)the oil price assumption. Note 12 discloses the carrymg amounts of the Groups production

and development assets. ‘
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- - 4 Revenue

- An analysis of the company's revenue is as follows:

Oil sales
Finance income (note 8)

TdtaI'Operéting and financial income

5 Cost of sales

Operating costs
Royalties :
Depletion, deprematnon and amortlsatnon (note 12)

‘6 Administrative ekpenses

General administration costs

Fees payable.to the company's auditor and their associates
for the audit of the group’s annual accounts

2018
£000 .

151,178 .~

. 6,369

157,547

. 2018
£'000

28,933

20,093

24,381

73,407

2018
£'000

7,149

7,168

2017
£'000

124,002

- 3,033

127,035

2017
~ £'000

34,822
1517
23,593

173,532

2017
- £'000

4,849

4,867
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7 Staff costs

‘ 4 | 2018 2017

K L | : . £000 £000

Wages and salaries a . 5799 . 6,706
Social security costs o : o 1,924 2,595
Other costs ~ o ~ ‘ S 465 449

8,188 -9,750

During the year, the average monthly number of staff (excluding directors) employed by the Group was:

2018 - 2017

Number ~ .Number

“'Operations = » ' A - - 182 152
Administration B ' : : S 27. 30 -

179 © 182

None of the employees were employed by the Company.

None of the directors are employees of the Company and the directors' received no remuneration from the '
Company during the period. It is not practicable to allocate their remuneration between their services for the
Company during the period and their services for other Perenco Group companies.

8 Finance income S - 2018 2017
‘ ' £'000 £'000
Interest receivable on cash deposits : ' .. 1,729 ) A1 ,006
Interest receivable on loans to other Group undertakings (note 24) 4,640 2,027
" Total finance income . '6.,‘369 - 3,033

The interest receivable on loans to other group undertakings cbmpriée the interest calculated on advances

to Perenco S.A., the Company’s immediate parent undertaking. The advances are denominated in US - -

dollars with an interest rate of USD twelve month LIBOR plus 1% and are repayable on demand.

9 Finance costs L ' ' : ' 2018 2017

£'000 £'000
‘Other interest payable , o ‘ S 260 565
260 . .565 -
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1

_ 10 Other gains and losses

Foreign exchange (losses)/gains

- Income tax expense

Corporation tax

_ Current year

Deferred tax
Origination and reversal of temporary dlfferences (note 20)

" Total tax charge

—

Profit before' taxation on continued operations

Profit on ordinary activities before taxation multiplied by standard rate of
Turkish corporatlon tax of.22. 00% (201 7-20.00%)

Taxation impact of factors affecting tax charge:
Expenses not deductible in determining taxable profit
Income not taxable :

Surplus cash transfer tax

Other differences . -

- Total adjustments

‘Tax charge for the year

Effecfive tax rate

2018 .

£'000

(6,146)

(6,146)

2018
- £'000

18,854

1,596

20,450

The charge for the year can be reconciled to the profit pér the income statement as follows: -

2018
£'000

64,697

14,233

6,624
(4,635)

112

4,116

6.217

20,450

32%

- 2017
. £'000

3,350

3,350

- 2017
"~ £'000

12,003

(2,723)

9,280

10,304

(397)

(75)
264

(816)

(1;024I

9,280

18%

- In Novemebr 2017, Turkish Government announced a series of changes to the Corporate Tax Law .
- number 5520. Notably, corporate tax have increased from 20% to 22% for 2018, 2019 and 2020 financial

years.
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12 Property, plant and equipment L v . »
: _Exploration and Other . SR Total

development cost , :
£'000 £'000 T - £'000
Cost : - S ' : ~ - ' .
At 1. January 2017 - : 367,378 3475 370,853~
Additions _ o - 15,042 S 117 ‘ C 15,159
Disposals ' - . : o - (N , (7)
- Exchange movements } o (33,453) C(314) (33,767)
- At 31 December 2017 ' ‘ o . 348,967 . 3;271 , C 352,238 -
Additions ' S . 19,750 5,297 ‘ 25,047
Disposals . . - S : . . - (107) _ (107)
Exchange movements o ‘ 20,353 . 193 : - 20,546
At31 December 2018 . ..~ - 389,070 . 8,654 . 397,724
Depletion, depreciation and amortisation . ‘ :
At 1 January 2017 o . : 225,270 1,783 . 227,053 .
Charge for the year _ . ; . ‘ 23,193 . 400 ... 23,593
Disposals . N <. (7 ’ A7)
Exchange movements . N _ (21,166) - (158) ’ (21,324)
Ats31 December 2017 e . . 227,297 2,018 ' 229,315
Charge for the year . A 23,976 . 405 : 24,381
Exchange movements . : 13,603 - (280) . o " 13,323
Disposals » - ' ' So- (107) A (107)
At 31 December 2018 ' . . 264,876 2,036 - - ' B 266,912
Car}yihg amount - -
At 31 December 2018. - 124,194 6,618 130,812
At 31 December 2017 | ) . . ' 121,670 1,253 4 122,923

As at 31 December 2018, exploratlon and development assets totalllng £53.6 million (2017 £53.3 mllllon)'
were not depleted, pendmg commencement of productlon
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13

Details of the Group's material associates at the.end of the reporting yeavr are as follows: -

Name of associate

Mexico :
Main shareholdings
Petrofac Netherlands Holdings B.V.

Petro Oil and Gas lelted

Petrofac Mexico S.A. de C.V.

Petrofac Mexico Servicios S.A.de C.V.

Place of
incorporation and
principal place of

Principal activity

by the Group

' 3111212018

’ business

: held
Holding company Netherlands =~  49%
Lending company . Mexico 49%

Secondary shareholdings (all mcorporated under Petrofac Netherlands Holdmgs B.V.)

Exploration for and Mexico . 49%
production of oil & gas '
Exploration for and Mexico 48.5%
production of oil & gas . ’
Exploration for and- Mexico 44.1%

H&L SPD Américas SAPI de C.V.

Mexico

The company completed ‘th~e acquisition for a group of companies, operating in Mexico, from Pétrofac Ltd. on
the 18th October 2018, with main shareholdings of 49% acquired in Petrofac Netherlands Holdings B.V. and
Petro oil and gas limited respectively. The. provisional fair value conS|derat|on for the companies acqu1red was

£174.1 m (note 14).

In accordance with IAS 28 the investment has been measured |n|t|ally at cost, being the prowsmnal fair value
of consideration, and then adjusted thereafter for the post-acquisition change in the Groups share of the
" investee's net assets. The loss attributable to the investment, post-acquisition, amounts to £5.9 m and. as
such the investment held has been reduced by this amount. See note 14. No dividend was recelved during

2018

production of oil & gas

.29-
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14

.15

Investment in associate

Balance at 1 January’

Share of loss of assocuate

. Cost of investment in Petrofac Holdlngs Netherlands B. V

- 2018
£'000

174,134
(5,875)

= 168,259

The provasmnal fair value: amounts amounts booked with’ respect to the Groups investment in Petrofac

Netherlands B.V. have been dlsclosed in note 13.

The balance sheet and. profit and- loss for the Group's investment in Petrofac Netherlands BV
accounted for as an associate, are analysed as follows

Total assets
Total liabilities

Revenue contributed since acquisition -

Net loss for the period since acquisition

Investments

At 1 January 2017

At 1 January 2018

Investments in associates

At 31 December 2018 .

Notes

.15

2018
£'000

(1,846,166)
1,485,672

(360,495)

(33,976)

(11,862)

Cost and net book value
Group Company

£'000 £'000
17,118

- 17,118
168,259 168,259
168,259 185,377
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16

16

InveStmen(s o ' , ; . ‘ (Continued)

The Company owns 100% of the ordinary share capltal of N.V. Turkse Perenco ("NVTP"), mcorporated in

'The Netherlands (Registered address; LunA ArenA Herikerbergweg 238, 1101 CM Amsterdam, The

Netherlands). The principal activity of that Company is exploration for and production of oil and gas in
Turkey. 4 ' ' ‘

Since 2006, the Company had owned 17.5% of Ba’ripetrol a Company with operations in Venezuela. Due to
the fact that the Group does not expect any future cash ﬂows to arise from the mvestment in Baripetrol SA
the investment i is currently recorded at £nil.

The company completed the acqmsmon for a 49% interest in a group of companies, operatlng in Mexnco
from Petrofac Ltd. on the 18th October 2018, with main shareholdings- acquired in Petrofac Netherlands
Holdings B.V. and Petro oil and gas limited. The provisional fair value consideration for the companies
acquired was £174.1 m (note 14). . .

In accordance with IAS 28 the mvestment has been measured initially at cost, being the provnsmnal fair

value of consideration, and then adjusted thereafter for the post-acquisition change in the Groups share of
the investee's net assets. The loss attributable to the investment, post-acquisition, amounts to £5.9 m and
as such the investment held has been reduced by this. amount. See note 14. No dividend was rece|ved
durlng 2018. . S

On 19 September 2019 the company signed an agreement to acquire the remaining 51% interest in
Petrofac Netherlands Holdings B.V. and Petro oil and gas limited. Under the terms of the agreement, the
company will pay an initial £30.1 million upon signing and a further minimum payment of £66.1 million upon
completion. The total consideration of up to £221.3 million comprises a fixed amount and a series of
contingent amounts that depend upon future milestones, including field development, commercial, service
contract transition and fiscal terms, and is subject to the level of achievement of the milestones above. The
transaction is subject to regulatory approval and is expected to complete in 2020.

Inventories . : .. 2018 2017 -
‘ ' £'000 £'000
Crude oil . o : 17,885 14,537
Materials and supplies ‘ ' o 26,599 22,928
Materials and supplies - provision for obsolete stock . . : (9,391) - (9,011)

35,093 28,454

' The movement in crude oil inventory is included within production and operation costs. In 2018, the Grolip

recognised a net gain of £2.4 million (2017: £0.8 million gain) on oil stock movements including
adjustments for under/overlift. ' : .

The Group maintains a provision for obsolete materials and supplies, as staied above, based on specific
potential obsolescence identified or of the age of the items,.to account for items that may not be used in
future. Thé movement in the year has been recognised directly through the income statement.
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- 18

Trade and other payables

Trade and other receivables

Group Company

2018 2017 _ 2018 2017

£'000 - £000 - £000 £'000

Trade receivables . 19119 20590 T22. 25

- Other recervables - : 2,158 | 3,666 - - -
Amounts due from related parties (note 24) 176,735 = 108,472 - -
Prepayments o . © 1,003 1,063 - -
199,015 133,791 - 2 25

100% of the Company;s trade receivables are not past due (2017: 100%).

An allowance for impairment is made where there is an identified loss event which, based on previous
experience, is evidence of a reduction in the recovérability of the cash flows. The IFRS 9 impairment model
requiring the recognition of ‘expected credit losses’, in contrast to the requirement to recogmse ‘incurred .
credit losses’ under IAS 39, has not had an impact on the calculation of the Group's provrsron for bad debt
during the period. .

The amounts owed by other Group' undertakings comprise advances to Perenco SA, 'the Company's

"immediate parent undertaking. The advances-are denominated in US dollars with an interest rate of USD .

twelve month LIBOR plus 1% and are repayable on demand.

The directors consider that the carryrng amount of trade and other receivables |s approximately equal to
their fair-value. .

Group - - Company

2018 2017 2018 - 2017
£'000 £'000 £'000 ~ £'000
- Trade payables ' , 5,116 9,635 - -
- Taxation (other than corporate) ' B 3,472. 3,248 - -
Other payables : ' 1256 ° - 57. . . - -
"Accruals o ' : 4,253 : 3,105 337 | 3
_Amounts due to related parties (note 24) 180,624 = - 877 180,062 -
193,590 . 16,922 180,399 '3'1 ,

Amounts owed to related parties are non-interest bearing and include a non-interest bearlng loan of
$175 081k from Perenco SA. o
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" 19 Provisions for liabilities and charges (Grodp)

The movements on the provisions for the Group during the year were as follows:

At1 January 2017

Utiiisation of provision

Foreign exehahge difference
: | At 1 January 2018

Utilisation of provision

"Foreign exchange difference '

At 31 December 2018

Retirement obligations

Retirement

.obligations

£'000
, 3,487
114
(316)

3,285

405

201

3,891

Claims and -

disputes
£'000

1,258
(172)

(104)

© 982
(238)

45

789

Total .

£'000

4,745

(58)

(420)

- 4,267

167
246

4,680

Under Turkish Labour Law, the Group'is required to pay employment termination benefits to each employee
~ who has been employed by the Company for 12 months. The amount payable consists of one month’s
salary limited to a maximum of £805 (31 December 2017: £959) for each period of service at 31 December
2018. In accordance with IAS 19 the provision represents the' present value of the future probable obligation

" of the group.

~ Claims. and dlsputes

The provision at 31 December 2018 relates to various ongomg cases at the end of the year which are

expected to be resolved within 5 years.
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20 Deferred tax (Group)

Deferred tax liability o
' ' 2018 . 2017

£'000 - £'000
Balance at the beginning of the year . o ' »22,3‘28_ , 27,363 -
Charge /(Credit) to the income statement (note 11) i . 1,596 - (2,723)
Exchange dlfferences , ) : 1,319 o (2,312)

25,243 - 22,328

’ .
Deferred tax analysis :
The deferred taxation balances are anaIysed as foIIows according to the nature of the temporary-

differences:
2018 - 2017
£'000 £'000
Property, plant and eqmpment - ' ’ . ' _. : 26,495 - 23,A191
Provisions ‘ _ : o (1,595) (2,656)
Crude oil stock . - . - 343 1,793

Net deferred tax liability provided 25,243 22,328

Deferred tax assets are recognised for unused tax credits and unused tax losses to the extent that it is -
probable that taxable profits will be available agalnst which the carried fowvard unused tax credits and
tax losses can be utilised.

21 Equity
Called up share capital ‘
‘ : Group, Company
- 2018 2017 - 2018 2017
. £ £ £ £
Authorised
1,000 (2017: 1 000) ordinary shares of £1 L A
" each . 1,000 . 1,000 - 1,000 - 1,000
‘Allotted, called up and fully paid ‘ o A A ‘
100 {2017: 100) ordinary shares of £1 each 100 100 100 .100

Other reserves

Other reserves mainly comprise the foreign currency translation reserve.
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- 22 Financial Instrurnents

Financial risk management

The Group‘ monitors and manages the financial risks relating its operations on a continuous basis. These - '
include oil and gas price risk, credit and liquidity risks. The Group’s significant financial instruments are
. trade and other receivables and trade payables. s : -

‘ Capltal risk management

The Group manages its capital to ensure that |t will be able to continue as a going concern whllst
_maximising return to shareholders. The capital structure of the Group consists of intercompany amounts
borrowed from the Parent company as disclosed in note 18, cash and equivalents, and equity attributable
to equity holders of the Group, comprising issued capltal reserves and retained earmngs

-The Group had no external borrowings at 31 December 2018 (2017: £n|I)
Oil price risk .
The Group generally considers the'volatility of the oil price to be part of its business environment.

4

Interest rate risk.

The -Group has cash and cash equwalent balances on Wthh it earns deposﬂ interest income. Other than
placing sums on deposit at fixed rates for varying maturity periods, no financial instruments are used to
manage the risk of interest rate volatility. Interest rate risk is not considered to be significant risk in the
context of the Group given the immaterial amounts involved.

Credit risk .

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting |n financial
loss to the Group.

The Group manages credit risk on sales through selling to one customer, Tupras with whom the Group has
traded with since 2003. v

The carrying amount of financial assets recorded in the ﬁnancial statements represents the Group's
maximum exposure to credit risk. without taking account of any collateral obtained.

'

Liquidity risk management

~ Ultimate responsibility for liquidity risk management rests with the Board of Dlrectors who have bunt an
appropriate liquidity risk management framework for the management of the Group’s short, medium and .
long-termfunding and liquidity management requirements. The Group manages liquidity risk by maintaining
loan facilities from itsintermediate parent company and by continuously monitoring forecast and actual cash '
flows and matchmg the matunty profiles of financial-debts and liabilities.

"Maturity analysis for fi financial I|ab|I|t|es is shown on the next page.
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22 Financial Instruments SR SR (Continued)

Categories of financial instruments
The Group’s financial instruments, grouped according to the categones defi ned in IAS 39 Funanc1al :
instruments: Recognmon and Measurement’, were as foIIows : .

Group : o » 2018 = 2017
o ' - £000  £000

Financial assets I :

Loans and receivables (including cash and cash equivalents) - . 209,318 151,194

" Financial liabilities L o : . :
Financial iiabilities measured at amortised cost . - R ' (190,118) (13,674)

19,200 .137,520

Company =~ - o ' . 2018 2017
. o A £000  £000

Financial assets ' ,
Loans and recelvables (lncludlng cash and cash equnvalents) . 80 57

Financial Ilabllltles , :
Financial liabilities measured at amortlsed cost , (180,398) (31).

(180,318) 26

There were no financial instruments measured subsequent to initial recognition at fair value and accordingly
no analysis of the level of the degree to which the fair value is observable has been provided. The following
table details the Group’s remaining contractual maturity for its non-derivative financial liabilities with agreed
repayment periods. The table has been drawn up based on the undiscounted cash’ ﬂows of; financial
liabilities based on the earliest date on which the Group can be required to pay

Group . A Lessthan1 1-3months3monthsto1 - 1to5 2018 2017

" month ’ year years
. . : , £'000 £'000 £000 £'000 £'000 £'000
- 31 December 2018 : o . : : ‘ .
Non - interest bearing (9,914) - (180,204) - (190,118) (13,674)
Company

31 December 2018 4 - '
Non - interest bearing - (336) , - (180,062) - (180,398) (31)
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23 Notes to the cash flow statement
- Reconciliation of operatmg profit to cash generated by operatlons

Consolidated . Note 2018 2017

£'000 £'000
Cash flows from operatmg actlvmes . _ : .
Operating profit _ ' : 70,603 45,603
Adjustments for: I . - S : :
Depreciation, depletion and amortisation 12,5 T 24,381 23,593
Opeérating cash flow prior to working capital changes o o 94,984 ' 69,196 -
Increase/(Decrease) in inventories ‘ ' ‘ - : (4,839) . 3,785
Decrease / (increase) in receivables o ‘ 4,274 - (13,321)
(Decrease) / increase in creditors ’ Coe (4,796) 10,058
Increase / (Decrease) in provisions R ) 167 (59)
Income tax paid. , _ - B . (18,854) (12,003)
Net cash from operating activities . ‘ 70,936 . -57,660
Company Only o ' o 2018.. 2017
. £'000 £'000
Cash flows from operating activities ‘ S . . :
Operating loss : : : ' o - (385) (123)
Operating cash flow prior to working capital changes . (385). - ' (123)
Decrease in receivables E . . | 3 - 26
* Increase in creditors - . o S _ ’ 277 14 .
Net cash from operating activities ’ ' '(105) (83)

Cash and .cash equivalents (which are presented as a single class of assets on-the face of the
Consolidated balance sheet) compnse cash at bank and other short-term Ilqu1d investments wuth a:
‘maturity of three months or less. .

The Groups cash balances are held substantially by the Turkish branch in Turkish Lira and US Dollars.
‘Under Turkish Law, the transfer of cash to other countrles is subject to perm|SS|on by the Treasury of the
Republlc of Turkey.
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Related party. transaétions .

During the - year, the Company and its subsidiary undertaking were récharged ‘'salaries, other related
. employment costs, and third-party costs borne on its behalf as below by affiliated companies and its parent
company. The Group also charged interest to its direct parent company on advances bearing interest.

“Charge by affiliated companies

Perenco S.A. ‘
Perenco Holdings

Perenco Colombia Limited
Perenco Tunusia - -
Perenca Guatemala Limited
Perenco

Perenco Brazil -

Perenco UK

" Total

Loan recelvable from/payable to afr liated - ‘

. company

Perenco S.A. (notes 8 & 17)
Perenco S.A. (notes 18)

Transactions with joint ventufe’

© partners

25

Commitments and guarantees -

Comm/tments :

" Charge for Debtor/
© year year (creditor) - (creditor) .
2018 2017 - 2018 2017
£'000 £'000 £'000 £'000
(584) (455) (58) (43)
(29) - (8) - (8)
(60) - ~(63) -
S (43) - -
(1,582) (2,436) (283) (826)
- - (4989 -
- - : 25 : -
(2,255) (2,942) (5,368) (877)
4,640 2,027 176,735 108,472
(133) - (175,216) -
4,507 2,027 1,519 108,472
2,874 - 3,187 -

Charge for "Debtor/

~ At 31 December 2018 the Company and its subsidiaries have commltted to spend £4.7 mllhon (2017 £20 0
million) on exploration projects under the terms of its license.

Guarantees

As at 31 December 2018 the Company and its subsidiaries has granted guarantees amounting to £2.1

mllIlon (2017: £0.4 mllllon)
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27

’

Events after the reporting date
On 19 September 2019 the company signed an .agre'ement to acquiré the remaining 51% interest in
Petrofac Netherlands Holdings B.V. and Petro Qil and Gas Limited.

The company paid a deposit of £30.1 million on 19 September 2019. The total con3|derat|on comprises a
fixed amount and a series of contingent amounts that depend upon future milestones, including field

" development, commercial, sérvice contract transition and fiscal terms, and is subject to the level of
- achievement-of the milestones above The transaction is subJect to regulatory approval and is expected to

complete in 2020.

Controlling party

Perenco S.A., ‘a company incorporated in the Bahamas, is the parent undertaking of the smallest Group
which includes the Company and for which Group accounts are prepared. Perenco International Limited, a.
company incorporated in the Bahamas, is the parent undertaking of the largest Group.which includes the
Company and for which Group accounts are prépared. The accounts of Perenco S.A. and Perenco
International Limited are not available to the publ|c The ultlmate controlling party |s the Perrodo family and
trusts for their benefit. .
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