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Third Energy Offshore Limited

Directors' report A
Company Registration No. SC342665

The directors submit their report and the financial statements of Third Energy Offshore Limited for the year ended 31
December 2017. '

Principal activities
The principal activity of the Company is the appraisal and development of gas assets in the UK Continental Shelf.

Review of the business
The Company has taken advantage of the small companies exemption not to prepare a strategic report.

The results for the year are shown on page 7 and are summarised as follows: .
2017 2016

£000 £000
Turnover - -
Loss for the financial year (1,046) (1,149)

These results are in line with the directors’ expectations.
The directors do not recommend the payment of a dividend.

Going concern

The financial statements have been prepared on the going concern basis, which assumes that the Company will continue
its operations for the foreseeable future and will be able to realise its assets and discharge its liabilities and
commitments in the normal course of operations.

As at the year ended 31 December 2017, the Company formed part of an operating model that included other entities
within the Third Energy Holdings Limited Group to which the Company belongs ("the Group") and as such the
Directors reviewed the going concern of the Company as part of a wider review of the Group as a whole. On 18
September 2018 the Company's parent, Third Energy Holdings Limited, entered into a Sale and Purchase agreement
with Hague and London Oil Plc (HALO), whereby HALO agreed to purchase the entire issued share capital of the
Company in a share for share exchange. The completion of the Sale and Purchase agreement is dependent on the
completion of these financial statements and an indication from the regulatory authorities in the United Kingdom that
they will not seek to prevent the transfer of the licences into HALO's ownership.

At 31 December 2017, the Company had net current liabilities of £45,528,000 (2016: £43,027,000) but included within
this figure is an amount owed to group undertakings of £45,357,000 which is owed to the parent company, Third
Energy Holdings Limited (2016: £38,239,000). The Company meets its day-to-day working capital requirements
through this loan and is dependent on this loan not being recalled. As at the time of approval of these financial
statement this loan has increased to £47,252,000 of which £46,057,000 is to be converted to equity shares as part of the
Sale and Purchase agreement, if the sale completes.

The Company is in the evaluation and exploration phase of its operations and, as a result, the Company does not
generate operating cash flows. The Company is, therefore, reliant on sourcing of finance to fund its day-to-day
operations and the further exploration and development expenditure required to bring the asset into production. As
noted below, up to the date of sale financing is expected to be provided by Third Energy Holdings Limited but
following completion of the sale, if it does complete, this funding will need to be sourced and will be at the discretion of
HALQO directors.

Up until the date the sale completes, the Company remains dependent on funding from Third Energy Holdings Limited.
The Directors have received an indication that Third Energy Holdings Limited will provide such funding as is necessary
to keep the Company in operation. Third Energy Holdings Limited itself is dependent on continued funding from its
principal lender and Third Energy Holdings Limited has received an indication from that lender that financial support
will be provided to fund day-to-day operations until the sale completes. There remains a risk that the necessary funding
will not be available if the sale does not complete in a timeframe acceptable to these providers of finance to the
Company. If the sale does not complete the Directors would need to assess alternative sources of funding, if possible.
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Third Energy Offshore Limited

Directors' report (continued)
Company Registration No. SC342665

In assessing the Company's ability to continue as a going concern, the Directors have prepared base and sensitised cash
flow forecasts for a period in excess of 12 months from the date of authorisation of these financial statements. The
Directors' base case forecasts indicate that the Company will require significant capital expenditure of approximately
£90m over the next 3 years to bring the asset into production, some £11m of which is forecast in the next 12 months. In
addition, the Company will need further cash injections to fund its operational activities.

The Directors consider that following completion of the sale, the future availability of funding will be the responsibility
of the HALO group and, therefore, is not something they can control. In addition, the intentions of HALO regarding
plans for continued operation of activities within this legal entity is a further factor that the Directors cannot control. At
the moment, the Directors cannot guarantee a successful outcome to the sale process, particularly that the sale will
complete in a timeframe before the financing support of the Group and Company is withdrawn.

These conditions represent a material uncertainty that may cast significant doubt on the ability of the Company to
continue as a going concern and, therefore, to continue realising its assets and discharging its liabilities in the normal
course of business. These financial statements do not reflect the adjustments and classifications of assets, liabilities,
revenues and expenses which would be necessary if the Company were unable to continue as a going concern.

Directors
The directors who have held office since 1st January 2017 are set out below:

Mr R Valand

Mr JAG Dewar (resigned 2 March 2018)
Mr A Mortimer (appointed 2 March 2018)
Mr DJ Robottom (resigned 28 March 2017)

Political contributions
The Company made no political donations and did not incur any political expenditure during the year.

Disclosure of information to auditor

The directors who held office at the date of approval of this directors' report confirm that, as far as they are each aware,
there is no relevant audit information of which the company's auditor is unaware; and each director has taken all the
steps that he ought to have taken as a director to make himself aware of any relevant audit information and to establish
that the company's auditor is aware of that information.

Auditor
Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and KPMG LLP will
therefore continue in office.

On behalf of the Board

asik Valand
Director

13 November 2018

13 Queen's Road
Aberdeen
United Kingdom
AB15 4YL
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Third Energy Offshore Limited

Statement of Directors' responsibilities in respect of the Directors' Report and the financial
statements.

The directors are responsible for preparing the Directors’ Report and the financial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law they have
elected to prepare the financial statements in accordance with UK Accounting Standards and applicable faw (UK
Generally Accepted Accounting Practice) including FRS 102 The Financial Reporting Standard applicable in the UK
and Republic of Ireland . '

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 these financial statements, the directors are required to:
» select suitable accounting policies and then apply them consistently;
* make judgements and estimates that are reasonable and prudent;

* state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements;

* assess the company's ability to continue as a going concern, disclosing, as applicable, matters related to going
concern; and

* use the going concern basis of accounting unless they intend to liquidate the company or to cease operations,
or have no realistic alternative but to do so.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the Company and to
prevent and detect fraud and other irregularities.
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Independent auditor’s report to the members of
Third Energy Offshore Limited

Opinion

We have audited the financial statements of Third Energy Offshore Limited, ("the Company") for the year ended 31
December 2017 which comprise the statement of Profit and loss account and Other Comprehensive Income, Balance
Sheet, Statement of Changes in Equity and related notes, including the accounting policies in note 2.

In our opinion the financial statements:
« give a true and fair view of the state of the company’s affairs as at 31 December 2017 and of the loss for the
year then ended;
* have been properly prepared in accordance with UK accounting standards, including FRS 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland ; and
* have been prepared in accordance with the requirements of the Companies Act 2006.

Basis of opinion

We conducted our audit in accordance with International Standards on Auditing (UK) ("ISAs (UK)") and applicable
law. Our responsibilities are described below. We have fulfilled our ethical responsibilities under, and are independent
of the company in accordance with, UK ethical requirements including the FRC Ethical Standard. We believe that the
audit evidence we have obtained is a sufficient and appropriate basis for our opinion.

Material uncertainty related to going concern

We draw attention to note 2 of the financial statements which indicates that the Company is dependent on financial
support from its parent company. That support is only expected to continue until a sale of the Company is agreed. If a
sale is not agreed within a timeframe that the Group's finance provider considers reasonable, then the Company will
not have the funding to continue in operation. In the event of a sale, the Company is dependent on funding from any
future parent.

These conditions, along with other matters explained in note 2, constitute a material uncertainty that may cast doubt on
thie Company's ability to continue as a going concern. Our opinion is not modified in respect of this matter.

Other information

The directors are responsible for the other information, which comprises the directors' report. Our opinion on the
financial statements does not cover the other information and, accordingly, we do not express an audit opinion or,
except as explicitly stated below, any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether, based on our financial
statements audit work, the information therein is materially misstated or inconsistent with the financial statements or
our audit knowledge. Based solely on that work:
+ we have not identified material misstatements in the other information;
» in our opinion the information given in the directors' report for the financial year is consistent with the
financial statements; and
+ in our opinion those reports have been prepared in accordance with the Companies Act 2006.

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report to you 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; or
« 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
* we have not received all the information and explanations we require for our audit; or
* the directors were not entitled to take advantage of the small companies exemption from the requirement to
prepare a strategic report.

We have nothing to report in these respects.
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Independent auditor's report to the members of
Third Energy Offshore Limited

Directors' responsibilities

As explained more fully in their statement set out on page 4, the directors are responsible for: the preparation of the
financial statements and for being satisfied that they give a true and fair view; such internal control as they determine is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error; 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 they intend to liquidate the compamny or to
cease operations, or have no realistic alternative but to do so.

Auditors' responsibilities

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 our opinion in an auditor's report. Reasonable
assurance is a high level of assurance but does not 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 aggregate, they could reasionably be expected to influence the economic
decisions of users taken on the basis of the financial statements.

A fuller description of our responsibilities is provided on the FRC's website at www.frc.org.uk/auditorsresponsibilitic's.

The purpose of our work and to whom we owe our responsibilities

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 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 opinions we have formed.

Qe

Mark Smith (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

15 Canada Square

London

El14 SGL

15. \\. 2%
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Third Energy Offshore Limited

Profit and loss account and Other Comprehensive Income
for the year ended 31 December 2017

Turnover

Cost of sales

Gross loss

Administrative expenses

Operating loss

Interest payable and similar expenses
Loss before taxation

Tax on profit/(loss)

Loss for the financial year

Total comprehensive loss for the period

The result for the year arises from the Company’s continuing operations.

Notes

11

The Company has no items of other comprehensive income in the periods being reported upon.

2017 2016
£000 £000
(183) (219)
(183) (219)
(861) (929)
(1,045) (1,148)
ey (1
(1,046) (1,149)
(1,046) (1,149)
(1,046) (1,149)
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Third Energy Offshore Limited

Balance Sheet
31 December 2017

Company Registration No. SC342665

Fixed Assets
Intangible assets
Tangible assets

Current Assets
Debtors
Cash at bank and in hand

Creditors: Amounts falling due within one year

Net Current Liabilities

Net Liabilities

Capital and reserves
Called up share capital
Profit and loss account - deficit

Deficit on Shareholders' funds

The notes on pages 10 to 16 form part of these financial statements.

Notes

10
11

2017 2016
£000 £000
33,739 32,418
; 1
33,739 32,419
280 41

2 4

282 45
(45,675)  (43,072)
(45,393) (43,027)
(11,654) (10,608)
30 30
(11,684) (10,638)
(11,654) (10,608)

The finangcial statements\ere approved by the board of directors and authorised for issue on 13 November 2018

a

Rasik Val
Director
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Third Energy Offshore Limited

Statement of Changes in Equity
31 December 2017

At 1 January 2016
Loss for the financial year
At 31 December 2016

Loss for the financial year

At 31 December 2017

Called-up Profit and loss
share capital account Total
£000 £000 £'000
30 (9,489) (9,459)
- (1,149) (1,149)
30 (10,638) (10,608)
- (1,046) (1,046)
30 (11,684) (11,654)
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Third Energy Offshore Limited

Notes to the financial statements
for the year ended 31 December 2017

1 General information
Third Energy Offshore Limited is a private company incorporated, domiciled and registered in Scotland. The
registered number is SC342665 and the registered address is 13 Queen's Road, Aberdeen, AB15 4YL.

2 Accounting policies
The financial statements are based on the following accounting policies of the Company.

Basis of preparation

The financial statements have been prepared in accordance with Financial Reporting Standard 102 The Financial
Reporting Standard applicable in the United Kingdom and Republic of Ireland ("FRS 102") as issued in August
2014. The amendments to FRS 102 issued in July 2015 have been applied. The presentation currency of these
financial statements is sterling. All amounts in the financial statements have been rounded to the nearest £1,000.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods
presented in these financial statements.

The Company’s ultimate parent undertaking, Third Energy Holdings Limited includes the Company in its
consolidated financial statements. The consolidated financial statements of Third Energy Holdings Limited are
available to the public and may be obtained from Knapton Generating Station, East Knapton, Malton, YO17 8JF.
In these financial statements, the company is considered to be a qualifying entity (for the purposes of this FRS)
and has applied the exemptions available under FRS 102 in respect of the following disclosures:

Reconciliation of the number of shares outstanding from the beginning to end of the period;
Cash Flow Statement and related notes; and
Key Management Personnel compensation.

.

Measurement convention
The financial statements are prepared on the historical cost basis.

Significant judgements and estimates
The directors are required to make significant judgments and estimates in the preparation of the financial
statements. The items in the financial statements where these judgments and estimates have been made include:

The directors' judgement is that the development of the offshore licences is likely to generate sufficient income to
cover current and future costs of development and, therefore, it is appropriate to carry forward the costs incurred
to date.

The directors' judgment is also that the development of the offshore licences will generate sufficient cash to enable
the balances owed to fellow group companies to be repaid.

Going concern

The financial statements have been prepared on the going concern basis, which assumes that the Company will
continue its operations for the foreseeable future and will be able to realise its assets and discharge its liabilities
and commitments in the normal course of operations.

As at the year ended 31 December 2017, the Company formed part of an operating model that included other
entities within the Third Energy Holdings Limited Group to which the Company belongs ("the Group") and as
such the Directors reviewed the going concern of the Company as part of a wider review of the Group as a whole.
On 18 September 2018 the Company's parent, Third Energy Holdings Limited, entered into a Sale and Purchase
agreement with Hague and London Qil Plc (HALO), whereby HALO agreed to purchase the entire issued share
capital of the Company in a share for share exchange. The completion of the Sale and Purchase agreement is
dependent on the completion of these financial statements and an indication from the regulatory authorities in the
United Kingdom that they will not seek to prevent the transfer of the licences into HALO's ownership.
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Third Energy Offshore Limited

Notes to the financial statements
for the year ended 31 December 2017

2 Accounting policies (continued)
At 31 December 2017, the Company had net current liabilities of £45,528,000 (2016: £43,027,000) but included
within this figure is an amount owed to group undertakings of £45,357,000 which is owed to the parent company,
Third Energy Holdings Limited (2016: £38,239,000). The Company meets its day-to-day working capital
requirements through this loan and is dependent on this loan not being recalled. As at the time of approval of these
financial statement this loan has increased to £47,252,000 of which £46,057,000 is to be converted to equity
shares as part of the Sale and Purchase agreement, if the sale completes.

The Company is in the evaluation and exploration phase of its operations and, as a result, the Company does not
generate operating cash flows. The Company is, therefore, reliant on sourcing of finance to fund its day-to-day
operations and the further exploration and development expenditure required to bring the asset into production. As
noted below, up to the date of sale financing is expected to be provided by Third Energy Holdings Limited but
following completion of the sale, if it does complete, this funding will need to be sourced and will be at the
discretion of HALO directors.

Up until the date the sale completes, the Company remains dependent on funding from Third Energy Holdings
Limited. The Directors have received an indication that Third Energy Holdings Limited will provide such funding
as is necessary to keep the Company in operation. Third Energy Holdings Limited itself is dependent on continued
funding from its principal lender and Third Energy Holdings Limited has received an indication from that lender
that financial support will be provided to fund day-to-day operations until the sale completes. There remains a risk
that the necessary funding will not be available if the sale does not complete in a timeframe acceptable to these
providers of finance to the Company. If the sale does not complete the Directors would need to assess alternative
sources of funding, if possible.

In assessing the Company's ability to continue as a going concern, the Directors have prepared base and sensitised
cash flow forecasts for a period in excess of 12 months from the date of authorisation of these financial statements.
The Directors' base case forecasts indicate that the Company will require significant capital expenditure of
approximately £90m over the next 3 years to bring the asset into production, some £11m of which is forecast in the
next 12 months. In addition, the Company will need further cash injections to fund its operational activities.

The Directors consider that following completion of the sale, the future availability of funding will be the
responsibility of the HALO group and, therefore, is not something they can control. In addition, the intentions of
HALO regarding plans for continued operation of activities within this legal entity is a further factor that the
Directors cannot control. At the moment, the Directors cannot guarantee a successful outcome to the sale process,
particularly that the sale will complete in a timeframe before the financing support of the Group and Company is
withdrawn.

These conditions represent a material uncertainty that may cast significant doubt on the ability of the Company to
continue as a going concern and, therefore, to continue realising its assets and discharging its liabilities in the
normal course of business. These financial statements do not reflect the adjustments and classifications of assets,
liabilities, revenues and expenses which would be necessary if the Company were unable to continue as a going
concern.

Basic financial instruments

Trade and other debtors are recognised initially at transaction price less attributable transaction costs. Trade and
other creditors are recognised initially at transaction price plus attributable transaction costs. Subsequent to initial
recognition they are measured at amortised cost using the effective interest method, less any impairment losses in
the case of trade debtors. If the arrangement constitutes a financing transaction, for example if payment is
deferred beyond normal business terms, then it is measured at the present value of future payments discounted at a
market rate of instrument for a similar debt instrument.
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Third Energy Offshore Limited

Notes to the financial statements
for the year ended 31 December 2017

2 Accounting policies (continued)
Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable on demand
and form an integral part of the Company’s cash management are included as a component of cash and cash
equivalents for the purpose only of the cash flow statement.

Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the profit and loss
account except to the extent that it relates to items recognised directly in equity or other comprehensive income, in
which case it is recognised directly in equity or other comprehensive income. :

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates
enacted or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous
years.

Deferred tax is provided on timing differences which arise from the inclusion of income and expenses in tax
assessments in periods different from those in which they are recognised in the financial statements. Differences
between accumulated depreciation and tax allowances for the cost of a fixed asset if and when all conditions for
retaining the tax allowances have been met are not provided for. Deferred tax is not recognised on permanent
differences arising because certain types of income or expense are non-taxable or are disaliowable for tax or
because certain tax charges or allowances are greater or smaller than the corresponding income or expense.

Deferred tax is provided in respect of the additional tax that will be paid or avoided on differences between the
amount at which an asset (other than goodwill) or liability is recognised in a business combination and the
corresponding amount that can be deducted or assessed for tax. Goodwill is adjusted by the amount of such
deferred tax.

Deferred tax is measured at the tax rate that is expected to apply to the reversal of the related difference, using tax
rates enacted or substantively enacted at the balance sheet date. Deferred tax balances are not discounted.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that is it probable that they
will be recovered against the reversal of deferred tax liabilities or other future taxable profits.

Exploration and cvaluation assets
Exploration and evaluation costs are accounted for under 1IFRS 6 Exploration for and Evaluation of Mineral
Resources ("TFRS 6").

Pre-exploration costs incurred prior to having secured the legal rights to explore an area and general seismic data
and other costs not specifically directed to an identified exploration licence are expensed directly to the profit and
loss account as they are incurred.

Costs of exploration and development are initially capitalised as exploration and evaluation assets. Payments to
acquire the legal right to explore, costs of technical services and studies, seismic acquisition, exploratory drilling,
activities in relation to evaluating the technical feasibility and commercial viability of extracting a mineral asset
and testing are capitalised as intangible exploration and evaluation assets.

Intangible exploration and evaluation assets are not amortised prior to the conclusion of appraisal activities but are
carried forward until the existence of commercial reserves has been determined. If commercial reserves are
determined to exist, the carrying value of the relevant exploration and evaluation asset is then reclassified as a
development and production asset. If commercial reserves are determined not to exist, the capitalised costs that
had previously been carried in intangible assets are charged to the profit and loss account as exploration expense,
as soon as that determination has been made. The status of such prospects is reviewed regularly by the directors.
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Third Energy Offshore Limited

Notes to the financial statements
for the year ended 31 December 2017

2 Accounting policies (continued)
Development and production assets
Development and production assets are accumulated on a field by field basis and represent the cost of developing
the commercial reserves and bringing them to production, together with the exploration and evaluation assets
incurred in finding commercial reserves as described above.

Development and production assets also includes the cost of items purchased to be used on gas assets but held in
stock to be used in future. A provision is made to ensure that the carrying value of these items does not exceed the
value in use.

The cost of producing assets is depreciated using the unit of production method. The unit of production method is
a means of computing the portion to be charged for the current period out of the total costs yet to be charged to the
profit and loss account. That portion is represented by the ratio of production in the year and the estimated
commercial reserves relating to that asset, taking into account future development expenditure necessary to bring
those reserves to production.

Commercial reserves
Commercial reserves are defined as proved gas reserves supported by either actual production or a conclusive
formation test which the directors intend to develop and produce.

Where unit of production calculations are required to be made in arriving at amounts stated within these financial
statements, only commercial developed resources are used and not proved developed and undeveloped reserves.
The directors consider such method to reflect a more appropriate approach to the unit of production calculations.
In this context, developed reserves are reserves that can be expected to be recovered through existing wells with
existing equipment and operating methods.

Impairment of exploration and evaluation assets

An impairment test is performed whenever facts and circumstances suggest that the carrying value of a
development or production asset, or group of assets, may be greater than the returns expected to be generated from
that asset or group of assets.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less
costs to sell. In assessing value in use, the estimated future cash flows are discounted to their present value using a
pre-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 "cash-generating unit").

An impairment loss is recognised if the carrying amount of the asset or its CGU exceeds its estimated recoverabie
amount. Impairment losses are recognised in profit or loss. Impairment losses recognised in respect of CGUs are
allocated first to reduce the carrying amount of any goodwill allocated to the units, and then to reduce the carrying
amounts of the other assets in the unit on a pro rata basis.

Impairment losses recognised 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 only to the extent that the asset's carrying
amount does not exceed the carrying amount that would have been determeined, net of depreciation or
amortisation, if no impairment loss had been recognised.
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Third Energy Offshore Limited

Notes to the financial statements
for the year ended 31 December 2017

2 Accounting policies (continued)
Other fixed assets
Computer equipment is stated at historical cost less accumulated depreciation.

)
Depreciation is provided so as to write off the costs of the assets to residual values over the assets’ useful
estimated lives, on the following bases -

Computer and office equipment 3to4 years Straight line

Turnover
Turnover represents amounts receivable from partners in respect of costs incurred in the development of jointly
owned assets. Turnover is recognised in the month the costs are recharged.

3 Operating loss 2017 2016
£000 £000

Operating loss is stated after charging:
Auditor’s remuneration with respect to the company 17 14

The directors' remuneration is borne by Third Energy Holdings Limited. Given the size of the Group and the
interconnected nature of each subsidiary company's activities, the directors do not believe it is practical to
apportion the remuneration between their services to this company and their services as directors of the parent
company and fellow subsidiary companies. The directors believe that the expense of the directors’ remuneration
related to this Company would be trivial.

4 Interest payable and similar charges 2017 2016
£000 £'000

Other interest payable 1 1

1 1
5 Taxation . 2017 2016
Analysis of charge in the period £000 £000

Current tax - UK corporation tax on profits for the period - -
Deferred tax - origination and reversal of timing differences - -
Tax on loss on ordinary activities - -

Factors affecting tax charge in the period
Loss before taxation (1,046) (1,149)

Loss before taxation multiplied by the combined rate of

corporation tax and supplementary charge in the UK of 40%

(2016: 40%) (418) (459)
Unrecognised deferred tax on losses 418 459
Total tax charge - -

The Budget on 16 March 2016 announced that the Supplementary Charge to Corporation Tax on ring fence profits
will be reduced from 20% to 10% with effect from 1 January 2016. The effective rate of tax applicable for UK
ring fence oil and gas activities in 2017 was, therefore, 40% (2016: 40%).

The ring fence rate of corporation tax applicable to upstream oil and gas profits remains at 30%.

The Company has a potential deferred tax asset at 31 December 2017 of £4.1m (2016: £1.2m) as described below.
This asset has not been recognised under FRS 102 as it is not certain that the Company will have sufficient taxable
profits for the losses to be uvtilised in the foreseeable future.
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Third Energy Offshore Limited

Notes to the financial statements
for the year ended 31 December 2017

5 Taxation (continued)

The Company has a pool of pre-trading expenditure of £7.6m (2016: £6.5m) as at 31st December 2017 for which
no deferred tax has been recognised due to uncertainty regarding the availability of future profits against which the

expenses can be realised.

In addition, the Company has a pool of pre-trading capital expenditure of £30m (2016: £29m) in respect of which
capital allowances should be available at a rate of 100% thus generating trading losses. No deferred tax has been
recognised in respect of this pool due to uncertainty regarding the availability of future profits against which the

capital allowances can be realised.

6 Intangible fixed assets
Cost
At 1 January 2017
Additions
At 31 December 2017

Impairment

At 1 January 2017
Charge for the year
At 31 December 2017

Net book value
At 31 December 2017

At 31 December 2016

7 Tangible fixed assets

Cost
At 1 January 2017

Disposals
At 1 January 2016 and 31 December 2017

Depreciation

At 1 January 2017
Removed on disposal
At 31 December 2017

Net book value
At 31 December 2017

At 31 December 2016

8 Debtors

Prepayments and other income
Other debtors

Exploration and

evaluation Total
£000 £000

35,281 35,281

1,321 1,321

36,602 36,602

2,863 2,863

7,863 2.863

33,739 33,739

32,418 32,418

Office

equipment Computers Total
£'000 £'000 £000
88 586 674
(88) (586) (674)

87 586 673
87) (586) (673)

1 - 1
2017 2016

£000 £000

280 40

- 1

280 41

The amounts owed by group companies are repayable on demand and no interest is charged on outstanding

balances .
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Third Energy Offshore Limited

Notes to the financial statements
for the year ended 31 December 2017

9 Creditors: amounts falling due within one year 2017 2016
£000 £000

Trade creditors 95 62
Amounts owed to group undertakings 45,482 42,743
Accruals and deferred income 98 267

: 45,675 43,072

Amounts owed to group undertakings include £45,357,000 which is owed to the ultimate parent company, Third
Energy Holdings Limited (2016: £38,239,000). This amount is repayable on demand but the directors of Third
Energy Holdings Limited have confirmed that it is not their intention to seek repayment of this amount within the
twelve months following the balance sheet date. There is no interest charged on this amount.

Amounts owed to group undertakings also include £125,000 which is owed to fellow subsidiary companies (2016:
£4,504,000). These amounts are repayable in the ordinary course of the company's business. There is no interest
charged on these amounts.

10 Called up share capital 2017 2016
Ordinary shares of £1 each No No
Authorised 30,000 30,000

£'000 £000

Allotted, issued and fully paid 30 30

11 Statement of movement on reserves ' Profit and loss
account

£'000

Deficit as at 1 January 2017 (10,638)
Loss for the financial year (1,046)
Deficit at 31 December 2017 (11,684)

12 Reconciliation of movement in shareholders' funds 2017 2016
£000 £000

Opening deficit on shareholders’ funds (10,608) (9,459)
Loss for the financial year (1,046) (1,149)
Closing deficit on shareholders' funds (11,654) (10,608)

13 Related party transactions
The Company has taken advantage of the exemption under FRS 102.33.1A not to disclose transactions between
itself and other wholly owned Group companies.

14 Ultimate parent company
The immediate parent is Third Energy Holdings Limited. The smallest and largest group into which the Company
is consolidated is Third Energy Holdings Limited. Copies of the accounts of Third Energy Holdings Limited can
b/e obtained from Knapton Generating Station, East Knapton, Malton YO17 8JF.

In the opinion of the directors, the ultimate parent company of Third Energy Holdings Limited is Barclays PLC.
There is no ultimate controlling party.
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