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BP EXPLORATION (ANGOLA) LIMITED
) (Registered No.00615393) '

ANNUAL REPORT AND FINANCIAL STATEMENTS 2018

Board of Directors: SJ MécRae
D A Rider
S Willis

The directors present the stratégic reporl,_theif feport and the audited financial statements for the year ended
31 December 2018. '
’ STRATEGIC REPORT

Results

The profit for the year after taxation was $961,801,000 which, when added to the retained. profit brought forward
at 1 January 2018 (after maklng a transitional adjustment for IFRS 15) of $1,976,670,000 and after deducting
total paid interim dividends to ordlnaly shareholders of $700 000,000, glves a total retamed proﬁt carried

~ forward at 31 December 2018 of $2,238,471,000. - : '

Principal activities and review of the business
The company is engaged in the exploration for and production and selling of hydrocarbons in Angola.
The company is the operator of Angola offshore Block 31 with a participating interest of 26.67%. It also has a

participating interest in Angola offshore Blocks 15 (26. 67%) and 17 (16.67%), which are opelated by
ExxonMobil and Total xespectwel)‘ - ) -

The company also has an equity interest of 13.6% in the:Angola liquefied natural gas'(LNG) 'project The project.
involves the gas supply, gas sale and re- gaSIﬁcatlon of liquid natural gas. The LNG plant is located in the Zaire
province of Angola. o

During the year a final investment decision (FID) on Block 17 was made by the operator, Total, to proceed with
the Zinia 2 deep offshore development project (BP 16. 67%)

The key financial and other performance indicatorsduring the year were as follows:

2018 2017 Variance

e $000 . $000 %
Turnover i, 3,015,045 2,968,113 2
Operating profit 1,373,587 827,543 66
Profit for the year A 961,801" 516,590 86
Total equity i 2 8,607,106 8,305,692 ' 4
s 25/09/2019 2(-)] 8 ' 2017
QUiCk ratio COMPANIES HOUSE - 1.140% 536%

- Turnover has increased by $46‘ 932,000 dunng 2018 primarily because of the lngher oil prices. [T'he average
realised price for oil was $70. 27 per barrel during 2018 compared to $53.80 per barrel in 2017. This was partly
offset by a decrease in production. Total production was 117 mboed in 2018 compared to 151 mboed in 2017.
Block 15 production decreased from 47.2 mboed to 36.3 mboed in 2018 and Block 17 production decreased
from 69.3 mboed to 53.5 mbogd in 2018 which was mainly driven by PSA price impact. ‘Block 31 production

1



DocuSign Envelope ID: BSFAF85E—3ABE-4973-8046-4BS4AAC82556

STRATEGIC REPORT

decreased. fxom 34.6 miboed to 27.2 mboed in 2018 mamly due to lower average mstalled production capacity,
partially offset by higher operatmg efficiency. . ‘

" During 2018, the company made an operating profit of $1,373,587,000 compared to an operating profit of
$827,543,000 in 2017. The increase in the operating profit is mainly due to a significant decrease in cost of
sales, which amounted to $1,945,262,000 compared to $2,331,558,000 iri 2017 and reversal of impairment of
tangible assets of $112,226,000. . : :

During the year, the'company recognised a tax charge of $425,004 000 (2017 $288,258,000). The i increase was
driven by an increase of $231,780,000 in deferred tax charge and a decrease of $95,034,000 in current tax -
provision. _ .

The increase in total equity was due to profit for the year and the adoptlon of IFRS 15, pamally offset by a
dl\’ldelld payment of $700,000,000.

The increase in quick ratio was a resull of an increase in amounts owed from parent undertakings and a-decrease
T.in credﬂons : :

Principal risks and uncertaintics -

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

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

Strategic and commercial risks

" Prices and marlkets : : : :
The company’s financial performance is subject to fluctuating prices oI' oil, gas and refined products
. technologlcal change, exchange rate ﬂuctuanons and the general macroeconomic outlook. - »

Access, renewa[ and reserves progression
The company’s inability to access, renew and progress upstream resources in a timely manner could adversely -
aﬂ'ect its long-term replacement of reserves. .

Major project t[ehvery . : . :
Failure to invest in the best opportumtles or deliver major prO_]CCtS successfully could adversely’ affect the
company’s financial performance.

Geopo[mcal _
The company is exposed to a range of polltlcal developments and consequent changes to the operating and-
regulatory environiment.

The impact of the UK's exit from the EU

Following the referendum in 2016, BP has been assessing the potential 1mpact of Brexxt on group companies.
BP-has been preparing for different scenarios for the UK's exit from the EU but does not believe any of these
scenarnos will pose a significant risk to the business. The BP board's geopolltxcal committee discussed this,
most recently inMay 2019. BPcontinues to monitor developments inthisarea in line with group risk management
processes and procedures : .
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Liquidity, financial capacity am[ Sfir inancial, including credit, exposure
Failure to work within the group’s financial. framework could impact the company’s ablhty to operate and result

_in financial loss.

Joint arrangements and contractors
Thecompany may havelimited control over the standards, operations and compliance of its partners, contractors
and sub-contractors. ‘

Digital infrastructure and cybersecurity :
Breach of the company’s digital security or fallure ofits dngttal infr astructure could ‘damage its operations and
reputation.

Climate clmnge and-the trammon to a lower carbon economy
“Policy, legal, regulatory, technology and market change related to the issue of climate change could increase:

costs, reduce demand for our products, reduce revenue and limit growth opportunities.

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

Insurance
The BP group’s insurance strategy could expose the BP group to material uninsured losses whlch in turn could
adversely affect the company.

Safety and operaﬁonal risks

Process safety, personal safety and environmental risks
The company is exposed to a wide range of health, safety; secur lty and environmental risks that could result in
regulatory action, legal llabrllty, increased costs; .damage to its-reputation and potentially demal of its licence " -

‘to operate.

Drilling and [Jroducnon :
Challenging operational envnronments and other uncertainties can impact drilling and productlon activities.

Security
Hostile acts against the company ’s activities could dlsrupt its operatrons

Product qua[rty .
Supplying customers with off-specification products could damage the company’s neputation lead to regulatory
actlon and legal liability, and potentially lmpact its financial performance.

Compliance and control risks

Regulation
Changes in the legulatory and legislative environiment could increase the cost of compllance affect the
company’s provlsrons and llmlt its.access to new exploration opportunities.

Ethical misconduct an(I non-compliance
Ethical misconduct or breaches of applicable laws by the company’s busmesses could be. damagmg to its
reputatlon and could result in litigation, regulatory action and penalties.

Réporting
Failure to accurately report the company ’s data could lead to xeoulatory '1ct|on legal lability and réputational .
damage. :
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Financial risk management

"The company is exposed to a number of different financial risks arising from natural business exposures as
well as its use of financial instruments including market risks relating to commodity prices, foreign currency
exchangg rates and i{ntérést_ rates; and credit risk. Further details on these financial risks are. included within ~

"Note 29 of the BP group Annual Report aind Form 20-F for the year ended 31 December 2018.

Authorized for issué by Order of the Board

For and on behalf of

Sunbury Secretaries Limited

Company Secretary '
DocuSigned by:

(Thomas
Septémberadsh1g
Registered Office:
Chertsey Ro_adl
~ Sunbury on Thames
 Middlesex:
TWI16 7BP
United Kingdom



.Docu'Sigr) Envelope ID: BSFAFBsE-SABE-4973-8C46-4BS4AAC82556‘

_ DIRECT ORS' REPORT
BP EXPLORATION.(ANGOLA) LIMITED A
" Directors
The present directors are listed on page 1...'
D A Rider, S J MacRée and S.Wi'llis served as difectors throughout the ﬁndncial" yedr;
There hé\,'e 'beed no director appointments ,or~resi‘gnation:s since | January '2018.‘
i)irec’tbrs' indemnity
The company indemnifies the dlrectors‘ in its Articles of Association to the extent allowed under section 232
of the Companies Act 2006. Such qualifying third party lndemmty provnsmns for'the benefit of the company’s
directors remain in force at the date of this report. .

Dividends

Durmg the year the company has declared and paid dividends of $700 000,000- (20] 7 $Nil). The dlrectms do
not plopose the payment of a ﬁnal dividend. -

Financial instruments

-In-accordance with section 414C of the Companies Act 2006 the directors have included information regarding
_ financial instruments as required by Schedule 7 (Part 1.6) of the Large.and Medium-sized Companies and
Groups (Accounts and Repoits) Regulatlons 2008 in the strategic report under Financial risk management
: -Post balance sheet event . s e
On 6" June 2019 BP and its partners c.on.ﬁr"med that they have agreed furth(f,r investment into Block 15 as pait
of an agreement with Angola's National Agency for Petroleum, Gas and Biofuels (NAPGB). The agreement
~ will extend the production sharing agreement for the Block 15 through 2032. The deal will also give the state-
owned company Sonangol a-10% equity interest.in the Block

Future developments

The directors aim to maintain the management policies which have resulted in the company’s giowth in recerit

years. They believe that the company is’ m a good posmon to take advanlagc of any opportunities which may’

arise in the future.

It is the intention of the directors that the business of the com pahy will continue foi the foreseeable future.
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Dircctors’ statecment as to the disclosure of information to the au'ditor _

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

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

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

Authorized for issue by Order (')f:the Board

" For and on behalf of »
Sunbury Secretaries Limited
Company Secretary

DocuSigned by: . o .

o B | _

02DCOBS92A9A4A4...

Registered Office:

Septeniber 24, 2019

Chertsey Road .

Sunbury on Thames

Middlesex . . e
- TWi67BP - e , ' =

United Kingd'c)m ' ' ' '
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT
: " OF THE FINANCIAL STATEMENTS

BP EXPLORATION ( ANGOLA) LIMITED

The directars are résponsible for preparing the Strategic Report, the Directors’ Report and the financial
statements in accordance with applicable UK law and regulations.

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 United Kingdom Generally

Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law) including Financial
. Reporting Standard 101 ‘Reduced Disclosure Framework’. Under company law the directors must not approve

the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the
company and the profit or loss for that period. In preparing these financial statements, the directors are required
to: ’ )

+ select suitable accounting policies and then ap\pl.y them consistently;
» make judgements and estimates that are reasonable and prudent;

" state whether applicable-United Kingdom accounting standards have been followed, subject to any
" material departures disclosed and explained in the financial statements; and

~» prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the company will continue in business.

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

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

TO THE MEMBERS OF BP EXPLORATION (ANGOLA) LIMITE

Report on the audlt of the financial st'ltements

Opmlon :
In our opinion the financial statements of BP Explorallon (Angola) Limited (the company):
*  give atrue and fair view of the state of the company ’s affairs as at 31 December 2018 and of its profi ¢
for the year then ended; :
+ have been properly prepared in ‘accordance with United ngdom Generally Acccpted Accounting
Practice, including Financial Reporting Standard 101 “Reduced Disclosure Framework™; and
= have been prepared in accordance with the requirements of the Companies Act 2006.

- We have audited the financial statements which comprise:
« the profit and loss account; ‘
*  the statement of comprehensive income;
« - the balance sheet;
= the statement of changes i in eqmly and
¢ the related notes 1 to 24.

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

Basis for opinion ' A
We conducted our audit in accordance with Internatlonal Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities iinder. those standards are further described in the audltor s lesponSIbllltles
for the audit of the fi nancial statements section of our report

We are independent of the company in accordance with the ethical requirements that are relevant to our audlt

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

Conclusions relating.to going concern
We are required by ISAs (UK) to report in respect of the following matters where:
+ thedirectors’ use of the going concern basis of accountmg in preparatlon of the financial statements is
not appropriate; or
the directors have not disclosed in the financial statements. any |dent|ﬁed materlal uncertamtles that
* may cast significant doubt about the company’s ability to continue to adopt the going concern basis of -
accounting for a period of at least twelve months from the date when the financial statements .are
authorized for isste. :

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

Other information < : :

The directors are responsible for the other information. The other mformatlon 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 conclusion thereon.

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

r
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work we have performed, we conclude that there is a miaterial misstatement of this other information, we are
" required to report that fact.

We have nothing to report in respect of these matters.

Responsibilities of directors . :

As explained more fully in the statement of directors’ responsibilifies, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view; and for such
internal control as the directors determine is necessary to enable the prepar atlon of financial statements that are
free from material misstatément, whether due to fraud or error.

In preparing the ﬁnancral statements, the directorsare responsrblc for assessing the company’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless the directors ellher intend to liquidate the company or to cease operations, or have
no realistic alternative but to do so.

Auditor's responsibilities for the audit of the financial statements -

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

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

 Report on otherAlcgalan-d-regrulvatory requircmcrrts - N e

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

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

Matters on which we are required to report by exception :
Under the Companies Act 2006 we are required to report in respect of the following matters if, in our
opinion:

» adequate accounting records have not been kept orreturns adequate for our audit have not been received

from branches not visited by us; or :

o the financial statements are not in agreement w1th the accountmg records and returns; or

«. certain disclosures of directors’ remuneration specrf ied 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 respect of these matters.
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Use of our report : ~

This report is made solely to the company’s members, as a body, in accordance w1th 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 opmlons we have formed.

DocuSigned by:
Daid, troltam
ATESE1FBAB61403... .
David Holtam - (Senior Statutory Auditor)
for and on behalf of Deloitte LLP Statutory Auditor
London, United Kingdom ‘ :
‘. September 24, 2019
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PROFIT AND LOSS ACCOUNT '
FQR.THE YEAR ENDED 31 DECEMBER 2018

BP EXPLORATION ‘(ANGOLA) LIMITED

2018 2017
‘ ' Note $000  $000
" Turnover . o | 3. 3015045 2,968,113
‘Earnings from Jomt ventures - after interest and tax 12 200,280 . 168,723
Costofsales . , S (1,945262) - (2,331,558),
Gross profit . o : © 1,270,063 - 805,278
Exploration expenses‘ ‘ _ B ‘ : (1,613) ; ' (946)
Administrative expenses - ' _ ‘ . (4,333) (8,476)
Impairment of tangible assets : SRR 5 S (2,756) ——
Reversal oflmpalrment of tangible assets . o : 11 . 112,226 —
erte-back of unused provision ’ ‘ — 31,687
Operating profit : A e 4 1,373,587 827,543 .
Interest.receivable and similar income 6 11 1,981 27,597 .
Interest payable and similar chaiges - 7 (98,763 ) (50,292)
Profit before taxation T - 1,386,805 804,848
Tax on profit ) ' ‘ 8 (425004) © (288,258)
Profit for the year . . . o 96‘1,801 © 516,590

The profit of $961,801 000 for the year cnded 31 Decembel 201 3 was det ived in its entlrety from contmumg
opel ations. .

STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 DECEMBER 2018

BP EXPLORATION (ANGOLA) LIMITED

There is no complehensnvc income attributable to the shareholders of the company other than the profit for the
year,
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‘BALANCE SHEET

AT 31 DECEMBER 2018

BP EXPLORATION (ANGOLA) LIMITED
" (Registered N‘o.0061_5393_)

2018 2017

A Note $000 . - $000
Fixed asSets . : o

Intangible assets Coe - ' .. 10 636,667 660,199 .
Tangible assets ‘ 11 13,736,293 5,015,598

. Investments : , ' : 127 997340 909,260
. ' 5,370,300 6,585,057
Current assets ) : . . R : - S
Stocks : ' ' 13 - 226,691 247,544

Debtors ' ' _ S 14 47755327 3,521,386
Debtors — amounts falling due: o o '
- within one year : : " 14 - 4,198,768 3,038,433
) - after one year | ‘ o 14 556,559 482,953
Deferred tax ,asset's L i _ 8 31,257 " 33,043
Cash at bank and in hand™ - : . - 8,649 8,344
S : ' , - 5,021,924 3,810,317
Creditors: amounts falling due within one year ’ 15 (366, 185 ) (568,070)
Net current assets C . - 4,655,739 . 3,242,247
. TOTALASSETS LESS CURRENT LIABILITIES o 10,026,039 9,827,304
Creditors: amounts falling due_after more than one year B S '(5,].4'_4 ) - (6,644)
Provisions for liabilities.and charges ’ o ,
Other provisions -~ , - 17 (1,413,789)  (1,514,968)

NET ASSETS . : 8,607,106 8,305,692 -

Capital and reserves A . - . ) : : :
Called upshér’e capital ) o ' B 18 = 6,368,635 6,368,635

Profit and loss account ~ : ' 19 2,238,471 1,937,057
TOTAL EQUITY ' c ‘ , 8,607,106 8,305,692

Authorized for issue on behalf of the Board

D A Rider
Director

DocuSigned by:

Daid Kider
_C104E4FA5E50407M

September 24, 2019



STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2018 .

" BP EXPLORATION (ANGOLA) LIMITED

Balance at 1 January 2017 .
Profit for the year, representing total comprehensxve income.
Balance at 31 December 2017
- Adjustment on adoptlon of IFRS 15, net.of tax (Note 2) ~
Balance at 1 January 2018 . .
Profit for the year; representirg total comprehenswe income . : | N o
Dividends paid- : . c
Balance at.31 December 2018 ) ’ ¥ '

Profit and

Called up

share capital  loss account
(Note 18) (Note 19) . Total
$000 . 8000 $000 -
6,368,635 1,420,467 7,789,102
C - 516,590 516,590
6,368,635 1,937,057 8,305,692
) — . 39,613 39,613
6,368.635 1,976,670 - 8,345,305
— -961,801 961,801
- — (700,000  (700,000)
6,368,635 2,238,471 8,607,106

966280VVSar-9¥08-€L61-38VE-3584v45E 1| adojeaul ubignaog

4
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2018

‘ ~BP EXPLORATXON (ANGOLA) LIMITED

1. Authorisation of financial statements and statement of compliance with Fmancml Reporting Stand'lrd :
101 Reduced Disclosure Fr amcwork (FRS 101)

The financial statements of BP Exploralion (Angola) Limited for the year ended 31 December 2018 were
approved by the board of directors on 23 September 2019 and the balance slicct was signed on the board’s
behalf by D A Rider. BP Exploration (Angola) Limited is a limited by shares incorporated, domiciled and
registered in England and Wales (registered number 00615393). The company's registered office is al Chertsey
Road, Sunbury on Thames, Middlesex, TW 16 7BP, United Kingdom. These financial statements were prepared . -
in accordance with Financial Reporting Standard 101 'Reduced Disclosure Framework' (FRS 101) and the
plowsxons of the Compamcs Act 2006

2. Significant accounting policies, judgements, estimates and assumptions

The significant accounting policics and critical accounting judgements, eéstimates and assumptions of the
company are set out below.

-Basis of preparation

These financial statements have been prepared in accordance with FRS 101. The ﬁnanci_él statements have been

- prepared under the historical cost convention, modified to include the equity method of accounting for joint
ventures. Historical cost is generally based on lhe fan value of the consideration given in e\change for the
"assets.

The accounting pollcnes (thatfollow have been conslstenlly applied to aII years pre esented except where othcrwnsc
indicated. - : . o

As permltted by FRS 101, the company has takcn advantage of the disclosure exemptions available under that
standard in relation to:-
(a) the 1eqmremems of IFRS 7 Financial lnslrumenls Dlsclosures
(b) the fequirements of paragraphs 91 — 99 of IFRS 13 Fair Value Measurement; :
(c) the requirements of paragraphs 10(d), 10(f), 16, 38A, 38B, 38C, 38D, 40A, 40B, 40C, 40D, 111 and
134 to 136 of IAS 1 Presentation of Financial Statements;
(d) the requirement in paragraph 38 of IAS | Presentation of Financial Statements to’ prcsent
comparative information in respect of:
(i)  paragraph 79(a)(iv) of IAS 1; and
(ii) paragraph 73(e) of IAS 16 Property, Plant and Equupmenl
(iii) paragraph 118(e) of IAS 38 Intangible Assets;
(e) the requirements of IAS 7 Statement of Cash Flows; ]
(f) the requirements of paragraphs 30 and 31 of JAS 8 Accountmg Policies, Changes in Accountmg
Estimates'and Errors in relation to standards not yet effective;
(g) the.requirements of paragraph 17 and 18A of IAS 24 Related Party Disclosures;
(h) the requirements of IAS 24 Related Party Disclosures to disclose related party transactions entered into
between two or more members of a group, provided thatany subsndlary whichisa party to the transaction
is wholly owned by such a member;
(i) the requirements of paragraphs 130(f)(u) 130(f)(iit), 134(d) to l34(t) and 135(c)- 135(e) ofIAS 36,
. Impairment of Assets; and
(j) the requirement
to (c), 120 to 127 and 129 of IFRS i5 Revenue from Contracts with C_ustomers

4,115, 118, 119(a)

Where required, equivalent disclosures are given i.n'the'group financial statements of BP p.l.c. The. group
financial statements of BP p.l.c. are available to the public and can be obtained as set out in Note.24.

14
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NOTES TO THE FINANCIAL STATEMENTS

The financial statements are presented in US dollars and all values are lounded to the nearest thousand dollars
(8000), except where otherwise indicated.

Critical accounting policies: use of judgements, estimates and assumptions

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

Significant judgement: inferests in other entities

Judgement is required in assessing the level of control or influence over another entity in which the company
holds an interest. Depending upon the facts and circumstances in each case, the company may obtain control,
joint control or significant influence over the entity or arrangement. Transactions which give the company
control of a business are business combinations. If the company obtains joint control of an arrangement,
judgement is also required to assess whether the arrangement is a joint operation or a joiit venture. If the
company has neither control nor joint control, it may be in a position to exercise significant influence over the
entity, which is then accounted for as an associate held at cost.

Significant judgements and estimates: impairment of investments

Determination as to. whether, and how much, an investment is impaired involves management estimates on
highly uncertain matters such as the effects of inflation and deflation on operating expenses, discount rates,
production profiles, reserves and resources, and future commodity prices, including the outlook for global or
regional market supply-and-demand conditions for crude oil, natural gas and refined products.

In cases where fair value less costs to sell is used to determine the recoverable amount of an asset, where recent
market transactions for the asset are not available for reference, accounting judgements are made about the
assumptions market participants would use when pricing the asset. Fair value less costs to sell may be determined
based on similar recent market transaction data or using discounted cash flow techniques. Where discounted
cash flow analyses are used to calculate fair value less costs to sell, the discount rate used is based upon the
cost of funding the-group derived from an established model.

Significant jmlgement oil am[ natuml gas accounting

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

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

In accordance with section 844(3) of the Companies Act 2006 development costs that have been capitalized -
‘are not treated as realized losses in determination of distributable reserves as these costs are capltallzed in
accordance with applicable accounting standards.
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Significant judgements and estimates: recoverability of asset carrying values :
Determination as to whether, and how much, an asset is impaired involves management estimates on highly
uncertain matters such as the effects of inflation on operating expenses, discount rates, production profiles,
reserves and resources, and future commodily prices, including the outlook for global or regional market supply-
and-demand conditions for crude oil, natural gas and refined products.

The recoverable amount of an asset is the higher of its value in use and its fair value less costs of disposal. Fair
value less costs of disposal may be determined based on expected sales proceeds or similar recent market
transaction dalta or, where recent market transactions are not available for reference, using discounted cash flow
techniques. Where discounted cash flow analyses are used to calculate f: air'value less costs of disposal, estimates
are made about the assumptions market participants would use when pricing the asset containing goodwill dnd A
the test is performed on a post-tax basis.

Details of impairment charges and reversals recognized in the profit and loss account are'provided in'Note 4
and details of the carrying amounts of assets are shown in Note 10, Note 11 and Note 12. ’

The estimates for assumplions made inimpairment tests in 2018 relating to discount rates, oil and gas properties
and oil and gas prices are discussed .below. Changes in the econoimic environment or other facls and
" circumstances may necessitate revisions to these assumptions and could result in a matenal change to the
‘carrying values of the company' s assets within the next financial year.

Discount rates

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

The discount rates applied in impairment tests are reassessed each year. In 2018 the post-tax discount rate used
was 6% pre-tax (2017 6%) and the pre-tax discount rate was 11% (2017 9%). Where the asset is located in a
country which is judged to be higher risk an additional 2% premiu}n was added to the discount rate (2017 2%).
The judgement of classxfymg a country as hlgher risk takes into account varlous economic and geopohuca!
factors,

Oil and natural gas properties

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

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

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

Therecoverable amount of oil and gas properties is determined using a combination of inputs including reserves
and production volumes. Risk factors may be applied to reserves and resources which do not meet the criteria
to be treated as proved. The interdependency of these inputs, risk factors and the wide diversity of our oil and
gas properties limits the Rractlcablhty of estimating the probability or extent to which the oyerall recoverable
amount is 1mpacted by changes to one or more of the underlying assumptions. :

The recoverability of intangible exploration and appraisal expenditure is covered under Oil and ratural gas
exploration, appraisal and development expenditure below.
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Oil and gas prices

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

Oil prices rebounded in 2018 in the face of cooperative production restrain from OPEC and some non-OPEC
producers, but weakened late in the year as production restraint eased and US supply recorded record growth.
BP's long-term assumption for oil prices is higher than recent market prices, reflecting the judgemerit that recent
prices are not consistent with the market being able to produce sufficient oil to meet global demand sustainably
in the longer term, especially given the financial requirements of key.low-cost oil producing economies.

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

Qil and natural gas reserves

. 'In addition to oil and gas prices, significant technical and commercial assessmenté are required to determine
the group’s estimated. oil and natural gas reserves. Reserves estimates are regularly reviewed and updated.
Factors such as the availability of geological and engineering data, reservoir performance data, acquisition and

-. divestment activity and drilling of new wells all imipact on the determination of the company’s estimates of its
oil and natural gas reserves. The company bases its proved reserves estimates on the requirement of reasonable
certainty with rigorous technical and commercial assessments based on'conventional industry practice and
-regulatory requirements.

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

The interdependency of these inputs, risk factors and the wide diversity of BP's oil and gas properties limits
the practicability of estimating the probability or extent to which the overall recoverable amount is impacted
by changes to one or more of the underlying assumptions. The recoverable amount of oil and gas properties is-
primarily sensitive to changes in the long-term oil and gas price assumptions. Management do not expect a
" change in these long-term price assumptions within the next financial year that would result in a material
impairmentcharge. However, sensitivity analysis may be pe:formed ifaspecific oil and gas property isidentified
to have low headroom above its carrying amount. L
A change in the discount rate, reserves, resources or the oil and gas price assumptions in the next financial year
may result in the recoverable amount of one or more of these assets falling below the current carrying amount.

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

Significant judgements and estimates: provisions

~ The company holds provisions for the future decommissioning of oil and natural gas productlon facilities and
pipelines at the end of their economic lives. The largest decommissioning obligations facing the company relate
to the plugging and abandonment of wells and the removal and disposal of oil and natural gas platforms and

Y

17



DocuSign Envelope ID: BSFAFBSE-3ABE-4973- BC46-4BS4AACE2556 _ ' DY p / 9 / / 3

NOTES TO THE FINANCIAL STATEMENTS

pipelines. Most of these decommissioning events are many years inthe future and the precise requirements that .
will have to be met when the removal event occurs are uncertain. Decommissioning technologies and costs are
constantly changing, as well as political, environmental, safety and public expectations. The timing and amounts
of future cash tlows are subject to significant uncertainty and estimation if required in determining the amounts
of provrslons to be recognized. Any changes in the expected future costs are reﬂected in both the provision
and the asset.

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

" Change in significant estimate - decommrsuonmg provision

Decommissioning provision cost estimates are reviewed-regularly and a review was undertaken in the second
quarter of 2018. The timing and amount of estimated future expenditures were re-assessed and discounted to
deterimine the present value. From 30 June 2018 the present value of the decommissioning provision -is
determined by discounting the estimated cash flows expressed in expected future prices, i.c. taking account of
expected inflation, at a nominal discount rate of 2.5% as at 30 June 2018. Prior to 30 June. 2018, the company
estimated future cash flows in real terms i.e. at current prices and dlscounted them using a real dlscount late of |
0.5% as at 31 December 2017.

The impact of the review was a reduction in the provision of $92,170,000 as at 30 June 2018, with a similar
reduction in the carrying amount of tangible assets. There was no significant impact on the income statement
for the first half of 2018. The impact on the income statement for the second half of 2018 was a decrease in
depreciation, depletion and amortization-of approumately $l3 035 000 and an increase in fnance costs of
approximately $453,000. : ‘

The nominal discount rate applied to provisions was revised at 31 December 2018 to 3.0%. The impact of this
increase was a further $68,342,000 réduction in the decommissioning provision with a similar reduction in the .
carrymo amount of tangible assets.
Slgmf Geant Jjudgement: deferred tax
Management judgement is required to determine the amount of def erred tax assets that can be recognized, based
upon the likely timing and level of future taxable profits. Details of deferred tax balances are provided in Note
Signiﬁcan't accounting policies
. Going concern
The directors have a reasonable e\pectatlon that the company has adequate resources to continue in operatlonal
existence for at least the next 12 months from the date these financial statements were approved and the financial
statements have therefore been prepared under the going concern basrs
Foreign currency
The functional and presentation currency of the financial statements is US dollars. The functional currency is
the currency of the primary economic environment in which an entity operates and is normally the currency in
which the entity primarily generates and expends cash.

Investments

Investments in joint ventures are accounted for using the equity method.
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- Interests in joinl arrangements - :
A joint arrangement is an arrangement in which two or more parties have joint control. Jomt control is the
contractually agr eed sharing of control of an arrangement, which exists only when decxsions about the relevant
' 'actlvmes requlre the unanimous consent of the parties sharing control. :

A joint venture is a joint arrangement whereby the parties that have joint control of the arrangement have rights
to the net assets of the arrangement.

A joint operation is a joint arrangement whereby the parties that have joint control of the arrangement have
rights to the assets, and obligations for the liabilities, relating to the arrangement. The company recognizes, on
a line-by-line basis, its share of the assets, liabilities and expenses of these joint operations incurred jointly with
the other partners, along with the company’s income from the sale of its share of the output and any liabilities
and expenses that the company has incurred in relation to the joint operation.

" The results, assets and liabilities of joint ventures are incorporated in these financial statements using the equity
method. of accounting.

Equity method of accounting -

Under the equity method, an investment is carried on the balance sheet at cost plus post-acquisition changes in
the company’s share of net assets of the entity, less distributions received and less any impairment in value of
the investment. Loans advanced to equity-accounted entities that have the characteristics of equity financing
are also included in the investment on the company balance sheet. The profit and loss account reflects the
company’s share of the results after tax of the equity-accounted entity, adjusted to account for depreciation,
amortization and any impairment of the equity-aécounted entity’s assets based on their fair values at the date
of acquisition. The statement of comprehensive income includes the company’s share of the equity-accounted
entity’s other comprehensive income. The company’s share of amounts recognized directly in equity by an
equlty-accounted eritity is recognized directly in the statement of changes in equity.

The distribution to shareholders of proﬁt attributable to an equity- accounted entity is limited by the Compames
Act 2006, to the amount of any dividends receivable or received from the equity-accounted entity.

Fina;icial statements of equity-ac’counted entities are prepare'd for the same reporting year as the company.
Where material differences arise in the accounting policies used by the equity-accounted entity and those used
by the company, adjustménts are made to those 1man<:|al statements to bring the accounting pohcnes used into
line with those of the company.

Unrealized gains on transactions between the company and its equity-accounted entities are eliminated to the
extent of the company’s interest in the equity accounted entity.

The company assesses investments in equity-accounted entities for impairment whenever there is objective
evidence that the investment is impaired. 1f any such objectlve evidence of impairment exists, the carrying
amouint of the investiment is compared with its recovérable amount, being the higher of its fair value less costs
of disposal and value'in use. If the carrying amount exceeds the recoverable amount, the investment is written
down to its recoverable amount. '

In‘tangible assets

Intanglble assets are stated at the amount initially recoomzed less accumulated amortization and accum ulated
- impairment losses.

For information an accouriting for expenditures on the exploration for and evaluation of oil and natural gas
resources, see the accounting policy for oil and natural gas exploration, appraisal and development
- expenditure below;
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Intangible assets are carried initially at cost unless acquired as part ofa business combination. Any such assel
is measured at fair value at the date of the business combination and is recognized separately from goodwill if
the asset is separable or anseb from contractual or other legal rights.

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

Oil and natural gas exploratmn, appraisal and development expenditure
Oil and natural gas exploration, appraisal and developiment expenditure is accounted for using the pr m(:lplcs
of the successtul efforts method of accounting as described bclow

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

_ establishing development plans and timing, If no future activity is planned, the remaining balance of the licence
and property acquisition costs is written off. Upon recognition of proved reserves and internal approval for
development, the relevant expenditure is transferred to tangible assets.

Exploration and appraisal expenditure

Geological and geophysical exploration costs are chargcd to the profit and loss account as incurred. Costs
directly associated with an exploration well are capitalized as an intangible asset until the drilling of the well
is complete and the results have been evaluated. These costs include employee remuneration, materials and
fuel used, rig costs and payments made to contractors. 1f potentlally commercial quantities of hydrocarbons
are not found, the exploration well costs are written off. 1f hydrocarbons are found and, subject to further
appraisal activity, are likely to be capable of commercial development, the costs continue to be carried as an
assel. Il il is delermined that development will not occur then the costs are expensed: '

Costs directly associated with appraisal activity undertaken to determine the size, characteristics and commercial
potential of a reservoir following the initial discovery of hydrocarbons, including the costs of appraisal wells
wheré hydrocarbons were not found, are initially capitalized as an intangible asset. Whei proved ieserves of k
oil and natural gas are determined and development is approved by managemenl the relevant expenditure: i is
transferred to tangible assets.

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

Development expenditure :

Expenditure on the construction, installation or completlon of umastructure facilities such as platforms
pipelines and the drilling of development wells, including service and unsuccessful development or delineation
wells, is capitalized within tangible assets and is depreciated from the commencement ofproducnon asdescribed
below in the accounting policy for tanglble assets.

In accordance with section 844(3) of the Companies Act 2006 the directors have determ ined that itis appropriate
not to treat capitalized development costs as a realized loss in determination of distributable reserves as these
have been determined in accordance with the applicable accounting standards. '
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Tangible assets

Tangible assets are'stated at cost, less accumulated depreéi‘atioh and accumulated impairment losses. The initial
cost of an asset comprises its purchase price or construction cost, any costs directly-attributable to bringing the
asset into the location and condition necessary for it to be capable of operating in the manner intended by
management; the initial estimate of any decommlssnomng obligation, if any, and, for assets that necessarily take
a substantial period of time to get ready for.their intended use, directly-attributable finance costs. The purchase
price or construction cost is the aggregate amourit paid and the fair value of any other con_s:dcnat]on given to
acquire the asset. The capitalized value of a finance lease is also included within tangible assets.

Expenditure on major maintenance refits or repairs comprises the cost of replacement assets or parts of assets,
inspection costs-and overhaul costs. Where an asset or part of an asset that was separately depreciated is replaced
and itis probable that future economic benefits associated with the item will flow to the company, the expenditure.
is capitalized and the carrying amount of the replaced asset is derecognized. Inspection costs associated with
major maintenance programmes are capitalized and amortized over the period to the next inspection, Overhaul
_costs for major maintenance programrhes, and all other maintenance costs are expensed as incurred.

Oil and natural gas properties, including related pipelines, are depreciated using a unit-of-production method.
The cost of producing wells isamortized over proved developed reserves. Licence acquisition, common facilities
and future decommissioning costs are amortized over total proved reserves. The unit-of-production rate for the
depreciation of common facilities takes into account expenditures incurred to date, together with estimated
future capital expenditure expected to-be incurred relating to as yet undeveloped reserves expected to be
'prqccssed through these common facilities.

Tangible assets are depreciated on a straight-line basis over their expected useful lives. The typical useful lives
of the company’s tangible assets are as follows:

Land and buildings A .
Buildings 20 to 33'years
Fixtures and fittings '

~ Fixtures and fittings 4 to 8 years

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

The carrying amounts of tangible assets are reviewed for impairment whenever events or changes in
circumstances indicate the carrying value may not be recoverable.

“An item of tangible assets is derecognized upon disposal or when no future economic benefits are expected to
arise from the continued use of the asset: Any gain or loss arising oni derecognition of the asset (calculated as
the difference between the net disposal proceeds and the carrying amount of the item) is included in the profit
and loss account iiv the period in which the item is derecoghized. '
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Impairment of intangible and tangible assets

The company assesses assets or groups of assets for impairment whenever events or changes in circumstances
indicale thaf the carrying value of an asset may not be recoverable, for example, changes in the company’s
business plans, changes in commodity prices, evidence of physical damage or, for oil and gas assets, significant

- downward revisions of estimated reserves or increases in estimated future development expenditure or
decommissioning costs. If any such indication of impairment exists, the company makes an estimate of the

. asset’s recoverable amount. Individual assets are grouped for impairment assessment purposes at the lowest’
level at which there are identifiable cash flows that are largely independent of the cash flows of other groups
of assels. An asset group’s recoverable amount is the higher of its fair value less costs to sell and its value in
use. Where the carrying amount of an asset group exceeds its recoverable amount, the asset group is considered
impaired and is written down to its recoverable amount. In assessing value in use, (he estimated future cash
flows are adjusted for the risks specific to the asset group that are not reflected in the discount rate'and are
discounted to their present value typically using a pre-tax discount rate that reflects current markel assessments °
of the time value of money. Fair value less costs to sell is identified as the price that would be received to sell
the asset in an orderly transaction between market participants and does not reflect the effects of factors that
may be spec1ﬁc to the enllty and not applucable to entities in oenelal

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

Stock

Stocks are stated at the lower of cost and net realizable value. Cost is determined by the first-in first-out method,

and comprises direct purchase costs, cost of production, transportation and manufacturing expenses. Net

_ realizable value is based on estimated selling price less any further costs expected to be incurred to completion’

" and disposal. Net realizable value is determined by reference to prices existing at the balance sheet date, adjusted

where the sale of inventories after the repomng period gives evidence about their net realizable value at the
end of the period. :

Supplies are valued at the lower of cost on a weighted average basis and net realizable value.
Leases

Agreements under which payments are made to owners in return for the right to use a specific asset are accounted
for as leases. Leases that transfer substantially all the risks and rewards of ownershlp are recogmzed as finance
leases. All other leases are accounted for as operating leases :

Finance leases are capitalized at the commencement of the lease term at the fair value of the leased item or, if -
lower, at the present value of the minimum lease payments. Finance charges are allocated to each period so as
to achieve a constant rate of interest on the remaining balance of the liability and are charged directly against -
income. Capitalized leased assets are depreciated over the shorter of the estimated useful life of the asset or the
lease term. Operating lease payments are recognized as an expense on a straight-line basis over the lease term

. except where capitalized as exploration or appraisal expenditure.

For all leases, contingent rents are recognized in the profit and loss account in f}1e period in which they are
incurred.
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‘Financial asscts

. Financial assets are recognized initially at fair value, normally being the transaction price. In the case of
financial assets not at fair. value through profit or loss dlrectly attrlbutable transaction costs are also
included.

The subsequent measurement of financial assets depends on their classification, as set out below. The company
derecognizes fi financial assets when the contractual rights to the cash flows expire or the financial asset is
transferred to a third party. This includes the derecogmtlon of receivables for which discounting, arrangements
are entered into.

From 1 January 201 8, the company classifies its Fnancnal assets as measured at amortued cost or fair value
through profit or loss. The classification depends on the business model for managmg the financial assets and .
the contractual cash flow characteristics of the financial asset. :

Financial assets measured at amortized cost

Financial assets are classified as measured at amortized cost when they are held in a business model the objective
of which s to collect contractual cash flows and the contractual cash flows represent solely payments of principal -
and interest. Such assets are carried at amortized cost using the effective interest method if the time value of
money is significant. Gains and losses are recognized in profit or loss when the assets are derecognized or
impaired and when interest is recognized using the effective interest method. Th]s category of ﬁnancnal assets
includes trade and othe1 1ece|vables

Impairment of ﬁnancial assets measured at amortised cost

~ The company assesses on a forward looking basis the expected credit losses associated with financial assets

" classified as measured at amortized cost at €ach balance sheet date. Expected credit losses are measured based

on the maximum contractual period over which the company is exposed to credit risk. Since this is typically

less than 12 months, there is no significant difference between the nieasurement of 12-month and lifetime

. expected credit losses for the company's in-scope financial assets. The measurement of expected credit-losses

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

is estimated as the difference between the asset's carrying amount and the present value of the future cash flows

the company expects to receive, discounted at the financial asset's original effective interest rate. The carrying

amount of the asset is adjusted, with the amourit of the impairment gain or loss recognized in the ploft ancl
loss account. :

Financial liabilities -
The measurenient of financial liabilities is as follows:

Financial liabilities measured at amortized cost ‘

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

bearing loans and borrowings this is typically equivalent to the fair value of the-proceeds received net of issue
- costs dssociated with the borrowing,. -

After initial recognition, these financial liabilities are subsequently measured at amortized -cost using the
effective interest method. Amortised cost is calculated by taking into account any issue costs, and any discount
or premium on settlement. Gains.and losses arising on the repurchase, settlement or cancellation of liabilities
are recognised respectively in interest receivable and similar income and.interest payable and similar charges.
This category of financial habllltles includes trade and other payables and finance debt.
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‘Offs-e.tting of ﬁmincial assets and liabilities

Financial assets and liabilities are presented gross in the balance sheet unless both of the following criteria are
met: the company currently has a legally enforceable right to set off the recognized amounts; and the company
“intends to either settle on a net basis or realize the asset and settle the liability simultaneously. If both of the
criteria are.met, the amounts arc set off and presented net. A right of set off is the company’s legal right to settle
an amount payable to a creditor by applying against it an amount receivable from the same counterparty. The
- relevant legal jurisdiction and laws applicable to the rclatlonshlps betwcen the parties are considered when
assessmg whether a current legally enforceable right to set off exists.

Provisions and c_ontmgcnt liabilities

Provisions are recognized when the company has a.present legal or constructive obligation asaresultofa past
event, it is probable that an outflow of resources embodying economic benefits will be required lo settle the
obligation and a reliable estimate can be made of the amount of the obligation.

If the effect of the time value of money is material, provisions are determined by discounting the expected .
future cash flows at a pre-tax risk-free rate that reflects current market assessments of the time value of money.
Where discounting is used, the increase in the provision due to the passage of time is recognized in the profit
and loss account, Provisions are discounted using a nominal discount rate of 3.0% (2017 2.5%).

Provisions are split between amounts expected to be settled wnthm 12 months of the balance sheet date (cm rent) _
and amounts expected to be settled latcr (non-current).

Contmgent liabilities are possible obligations whose existence will only be conf'rmed by future events not
wholly within the control of the company, or present obligations where it is not plobable that an outflow of
resources will be required or the amount of the obligation cannot be measured with sufficient reliability.
Contingent liabilities are not recognized in the financial statements but are disclosed unless the possnblluy of
an outflow of economic resour: ces is considered remote.

Decommissioning

Liabilities for decommissioning costs are recognized when the company has an obligation to plug and abandon
a well, dismantle and remove a facility or an item of plant and to restore the site on which'it is located, and-
‘when a reliable estimate of that liability can be made. Where an obligation exists for a new facility or item of
plant, such’as oil and natural gas production or transportation facilities, this liability will be recognized on.
construction or installation. Similarly, where obligation exists for a well, this liability is recognized when it is
drilled. Anobligation for decommissioning may also crystallise during the period of operation of a well, facility
or item of plant through a change in legislation or through a decision to terminate operations; an obligation
may also arise in cases where an asset has been sold but the subsequent owner is no longer able to fulfil its
decommissioning obligations, for.example due to bankruptcy. The amount recognized is the present value of
the estimated future expenditure determined in accordance with the local conditions and requirements. The
provision for the costs of decommissioning wells, production facilitiés and pipelines at the end of their economic
lives is estimated using existing technology, at future prices, depending on the expected timing of the activity,
and discounted using the nominal discount rate. The weighted average period over which these costs are
generally expected to be incurred is estimated to be approximately 10 years. ‘

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

Income tax is recognized in the profit and loss daccount, except to the extent that it relates fo items recognized
in other comprehensive income or directly in equity, in which case the related tax is recognized in other
comprehensive income or directly in equity. : :

Current tax is based on the taxable profit for the period. Taxable profit differs from net profit as reported in the
profit and loss account because it is determined in accordance with the rules established hy the appiicahle
taxation authorities. 1t therefore excludes items of income or expense that are taxable or deductible in other
periods aswell as items that are never taxable or deductible. The company’s liability for current tax is calculated
using tax rates and laws that have been enacted or substantively enacted by the balance sheet date.

Deferred tax is provided, using the balance sheet method, on temporary differences at the balance sheet date
between the tax bases of assets and liabilities and their carrying amounts for financial repo:rlng purposes.
‘Deferred tax liabilities are recogmzed for all taxable tempo;aly dlffelences except:

+  Where the deferred tax liability arises on'the initial recognitioﬁ of goodwill

* Where the deferred tax liability arises on the initial recognition of an asset or liability in a transaction .
that is not a business combination and, at the time of the transactlon affects neither accounting profit
nor taxable profit or loss; or :

+ Inrespect of taxable temporary differences associated with investments in subsidiaries and associates
and interests in joint arrangements, where the company is able to control the timing of the reversal of
the temporary differences and it is probable that the temporary differences will not reverse in the
foreseeable future. :

Deferred tax assets are recognized for deductible temporary differences, carry-forward of unused tax credits

and unused tax losses, to the extent that it is probable that taxable profit will be available against which the

deductible temporary differences and the carry-forward: of unused tax credits and unused tax losses can be

utilized. An exception is where the deferred tax asset relates to the deductible temporary difference arising

from the initial recognition of an asset or liability in a transaction that is not a business combination and, at the
" time of the tlansacllon affects neither accounting proﬁt nor taxable prof't or loss.

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

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

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

Deferred tax assets and liabilities are offset only when there is a legally enforceable right to set off current tax
assets against current tax liabilities and when the deferred tax assets and liabilities relate to income taxes levied
by the same taxation authority on either the same taxable entity or different taxable entities where there is an
intention to settle the current tax assets and liabilities on a net basis or to realize the assets and settle the liabilities
simultaneously. . '

Where tax treatments are uncertain, ifitis considered probable that a taxation authority will accept the company's
proposed tax treatment, income taxes are recognized consistent with the company's inconte tax filings. If it is
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not considered probable, the uncertainty is reflected using either the most hke]y amount or an expected value,
; dependmg on which method better predicts the resolution of the uncertainty. ‘

Custqms duties and sales taxes

" Customs duties and sales taxes that are passed on or charged to customers are excluded from turnover and
expenses. Assets and liabilities are recognized net of the amount of ciistoms duties or sales tax except:
»  Customs duties or sales taxes incurred on:the purchase of goods and seivices which are not rccoverable
~from the taxation authonly are recognized as part of the cost of acquisition of the asset.
~+ Receivables and payab_les are stated ‘with the amount of custoims duty or sales tax mciuded.

The net amount of sales tax recoverable from or payableto the taxation authorlry isincluded within receivables
or payables in the balance sheet.

Turnover

Revenue from contracts with customen's is recognized when or as thé company satisfies a performance obli gatiorr
by transferring control of a promised good or service to a customer. The transfer of control of oil, natural gas,

" natural gas liquids and LNG usually coincides with title passing to the customer and the customer taking physical
‘possession. The company principally satisfies its performance obllgatlons at a'point in time; the amounts .of
revenue recognized 1elaung to performance obhgatlons satisfied over time are not significant.

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

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

Revenue associated with the sale of oil, natural gas liquids, liquefied natural gas is included on a net basis in
turnover. ' C

‘Interest income

l'nterest income is recegnized as the interest accrues using the effective interest rate — that is the rate that exactly
discounts estimated future cash receipts through the e\pected life of the financial instr ument to the net carrying
amount ofthe fnancnal asset. :

Finance costs

Finance costs directly-attribtitable to the acquisition, construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get ready for their intended use, are added to the cost
of those assets until such tlme as the assets are substantially ready for their intended use. All other finance costs
are recogmzed in the profi t and loss account in the period in \vhrch they are mcurred

Dividends payable

Final dividends are recorded in the financial statements inthe year in which they are approved by the company
shareholders. Interim dlvrdends are recorded in the year in which they are approved and paid.
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Impact of new International Financial Repofting Standards

The company adopied two new accounting 'standards issued by theé TASB with effect from 1 January 2018,
IFRS 9 ‘Financial instruments’ and IFRS 15 ‘Revenue from contracts with customers’. There are no other new
or amended standards or interpretations adopted during the year that have a significant impact on the financial
statements.

The adoption of IFRS 9 has had no'material impact on the company's financial statements.
IFRS 15 'Revenue from Conliracts with Customers'

IFRS 15 ‘Revenue from Contracts with Customers’ was issued in May 2014 and replaced TAS 18 ‘Revenue’

.and certain other standards and interpretations. IFRS 1S provides a single mode! for accounting for revenue
arising from contracts with customers, focusing on the identification and satisfaction of performance obligations.
The company adopted [FRS 15 from 1 January 2018 and applied the ¢ modmed retlospectwe tr: ansmon approach
to 1mplementat|on

" The company ’s rewsed accounting policy in relation to revenue is pmvnded above A dlsagglegatlon of revenue
is plowded in Note 3

The most significant change identified is the accounting for revenues relating to oil and natural gas properties
in which the company has an interest with joint operation partners. From | January 2018, the company ceased
using the entitlement method of accounting under which revenue was recognized in relation to the company's
entitlement to the production from oil and gas properties based on its working interest, irrespective of whether
the production was taken and sold to customers. In its 2018 financial statements the company has recognized
revenue when sales are made to customers; production costs have been acéiued or deferred to reflect differences
between volumes taken and sold to customers and the company's ownership interest in total production volumes.
Compared to the company’s previous accounting policy this may result in timing differences in respect of
revenues and profits recognized in each period, but there will be no change in the total revenues and profits
over the duration of the joint operatlon

The overall impact on transition to IFRS 15, including the impact of the company's share of equity-accounted
entities, was an increase of $39,613,000 in net assets, net of tax. This adjustment mainly related to ceasing
using the entitlement method of accounting As comparatives have not been restated the ¢losing balance at 31
December 2017 for certain line items in the balance sheet differ from the opening balance at 1 January 2018 °
(as summarized below). :

$ million
: Adjustment
31 December | January on adoption
- 2017 . . .2018 of IFRS 15
Curient assets .
Loans, trade and other receivables . A , 31.9 ' 21.4 (10.5)
Deferred tax asset : 33 382 .52
Creditors: amounts falling due within one year . '
Trade creditors ' (193.6) ©(20.5) 173.1
Accruals and deferred income ‘ ' (94) .° (1774) (83.4)
Deferred tax liability . . S — (44.8) . (44.8)
‘ 39.6
Reserves ' : . .
Profit and loss account , 1,937.1 1,976.7 - 39.6
‘ 396 .
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3.  Turnover

Sales of goods, which are stated net of value added tax, represent amounts mv01ced to thlrd partles and group
companies. Tllrnover is realised entirely in the upstream busmcss :

Tumover. is;attributable to one continuing activify,' the production and sale of hydrocarbon products.

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

L2018 2017

$000 ‘ 5000

Revenue from contracts with customers 4 ' : - 3,001,287 ’ —
Other operating revenues .~~~ o A 13,758 ‘ R
Sales of goods ' ) : — © 3,122,969
‘Overlift : ' S : —_— © (154,856)
- o o 3,015,045 2,968,113
Earnings from joint ventures - after interest and tax . - 200,280 168,723
o . : : 3215325 3,136,836
~ Interest receivable and similar income (Note 6) - - o 111,981 27,597
' : T 3,327,306 3,164,433

2018 tumover is allocatcd between ‘Revenuc from contracts with customers’ and ‘Other operating revenues’
as a result of IFRS 15 adoption. 'Sales. of goods and 'Overlift' balances are only applicable for the 2017

- comparative.period. IFRS 15 is being applied prospectively, there is no need to. change the 2017 compdralors
Details are shown in Note'2 :

An analysié oFlurnove_r by geographical market is set out below:

2018 2017

_ $000 - $000

. By geographical area: L : A o B e .

Rest of Europe - : o S ‘ 380,767 113,544

USA o . : B - 48445

Rest of World - . ' o 2,634,278 " 2,806,124
Total . , : ' 3,015,045 . 2,968,113
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4. Operating profit .

This is stated after charging / (crediting):

2018 2017

. $000. $000..

Operating lease payments: ) . - -

Plant-& machinery A - 733 - 10,246
"Land & buildings ) . o - 6,867 - 7,844
Tanker charters : ‘ ' : 22,576 35,016
~ Net foreign exchange losses . : . ' ) 339 . 4,553
Depreciation of tangible assets (Note 11) ‘ c 1,413,531 77 1,811,578
Depreciation of assets held under finance leases (Note 11) K ' 3,599 . 4,768
Impairment of tangible assets (Note 11) ‘ 2,756 —
" Reversal of impairment of tangible assets (Note 11) - o (112,226) —
Impairment of stock recognised as an expense "’ ' 9,797 16,665

' Write-back of unused provision ~ . S — . (31,687)

5. Auditor’s remuneratioin

2018 2017
. $000 $000
_ Fees for the audit of the company =~ - - S 26 0 48

Fees paid to the coimpany's auditor, Deloitte LLP, (2017 Ernst & Young LLP), and its associates for services
other than the statutory audit of the company are notdisclosed in these financial statements'since the consolidated
‘financial statements of BP Exploration (Angola) lelted s ultimate parent, BP p.l.c., are reqmred to disclose
non- -audit fees on a consolidated basis. .

6. Interest receivs lble and smnlar mcomc

2018 ] 2017

. $000 . $000

* Interest income from amounts owed by group undertaklngs 98,551 - 25,402
Other interest incomne ' - C ' 13,430 © 2,195
Total interest receivable and similar income ‘ : 111,981 - 27,597

7. Interest payable and similar expenses ‘

2018 2017

o $000 ~ $000

Interest expense on: ' , '

Loans from group undertakings ' ’ 87,609 . 42,452
Finance charges payable under ﬂnance leases : . 352 491
Total interest expense . ' 87,9617 - 42,943
Unwinding of discount on provisions (Note 17) : 10,802 1,349
Total interest payable and similar éxpenses : o 98,763 50,292
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Taxation

The company is a member of a group for the purposes of relief within Part 5, Cdrporation Tax Act 2010.

_The taxation charge in the profit and loss account is made up as follows:

2018 © 2017 -

Current tax - _ L o %000 . $000
. Overseas tax on incomé for the year . _ ) L 462,832 - 557,866
- Total current tax charged : . . . 462,832 557,866 -
Deferred tax o ) _ - . '
Overseas deferred tax : , A " (37,828) (269,608)
Total deferred tax charged X : S (37,828) (269,608) .
Thxehmgedon[xoﬁt - .. 400 2887258

In2018 the total tax charge recogmsed within other comprehensive income was $er (2017 $Nil) and the totai
tax charge recogmsed dlrectly in equity was SNil (2017 $N|l) :

o4

(u) Reconciliation of thc cffective tax rate

- The tax assessed on the profit qu the year is; higher than the standard rate of .corporation tax in‘the UK of 19%
for the year ended 31 Deeember 2018 (2017 19.25%). The differences are reconciled below:

2018 2017

UK UK

: _ , . . . .$000 - $000
Profit before tax ' SR o . 1,386,804 804,848 -
Tax charge ' . o o . 425,004 288,258
Effective tax rate (%) - . 3] 136
2018 2017

UK UK

. 4 , A % L%

UK corporation tax rate: . ' : : : : 19 1 19.25

Increase / (decrease) resulting from: B - o '

Higher taxes on overseas earnings ' o L -3 .36

" Non-taxable-income N ‘ E . )] I ()
Double tax relief o : o 35 . 6D
Free.group relief : , o ‘ R ¢ ) I —
Movements in unrecognised defelred tax . o ' 19 - 42
Effective tax rate A N o S 3 ‘ .36

The reconciling items shown above are those that arise for UK corporation tax purposes rather than overseas '

~ tax purposes.

Change in corporation tax rate :
The UK corporation tax rate reduced to 19% with effect from 1 April 2017, and will further reduce to 17%
from .1 April 2020. Deferred tax has been measured using these rates, which have been substantively enacted

at 31 December 2018.
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(b) Provision for deferred tax

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

. Profit and loss account Balance sheet
Provision for deferred tax asset : 2018 2017 2018 2017
. $000 $000 - $000 $000
Decommissioning and other provisions 290,572 13,962 462,661 753,232
Tax losses carried forward / tax credits ‘ - 13,521 (24,164) 43,929 . 57,450
Net credit for deferred tax assets 304,093 - (10,202) 506,590 810,682 -
. ) . Profit and loss account Balance sheet
Provision for deferred tax liability: 2018 . 2017 2018 2017 -
' ' $000 $000 ~ $000 $000
Accelerated capital allowances ' (106,836) (208,118) (435,769) (542,605)
Other taxable temporary differences (195,471) (51,288) (39,563) (235,034).
Provision for deferred tax . (302,307 (259,406) (475,332) (777,639)
Analysis of movements during the year '
2018
4 A . , ~ '$000 -
At 1 January 2018 o o _ ' ' 33,043
Deferred tax charged to the P&L - ' : - ‘ . 37,828
Charge for the year in equity - IFRS 15 : - ‘ : . (39,614)

At 31 December 2018 - ’ A : : 31,257
Deferred tax has not been recognised on deductible temporary differences relating to deéommissioning ‘and :
.other provisions of $1,413,245,000 (2017 $1,511,093,000), capital allowances in excess of depreciation of
- $13,845,094,000 (2017 $12,428, 809 ,000), Corporate Interest Restriction dlsallowance of $10,000,000, and
foreign tax credits of $759,785,000 (2017 $850,328 OOO) on the basis that they are not expected to glve rise to
any future benefit:
9.  Directors and employees

(a) Remuneration of directors

None ‘of the directors received any fees or remuneration for qualifying services as a director of the company
during the financial year (2017 $Nil). :

(b) Employee costs

The company had no employees during the year (2017 None).
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11.

Intangible assets

- Cost .
At} January 2018

" Additions
Transfers (Note 11)
At 31 December 2018

Amortisation '

At1 January 2018
Charge for the year
At 31 December 2018

Net book value

At 31 December 2018 -

At 31 December 2017,

. NOTES TO THE FINANCIAL STATEMENTS

Yy /879749

Exploration
expenditure .
$000
660,199 -
‘3,212
(26,744)
636,667

636,667

660,199

Following FID and progression of reserves in 2018, intangible asset relating to Zinia 2 has been transterred

to tangible assets. Remaining intangible assets cbmprise exp

and Dalia 6 within block 17.

Tan'gi.ble assets |

Cost

At I January 2018
Additions '
Disposals
“Transfers (Note 10)

At 31 Decembei 2018

Deprecia'tion

At 1 January 2018
Charge for the year
Impairment »
Reversal of impairiment
Disposals '

At 31 December 2018

Net book value
At 31 December 2018

At31 December 2017

- Principal rates of-
depreciation

loration-and appraisal activities within block 31

Land &  Fixtures Oil & gas  Plant&. Of which
buildings & fittings properties machinery Total- AUC*
§000 .~ $000 $000 $000 - $000 $000 -
258,090. . 11,955 20,831,067 2,817 21,103,930 —_
. 219 (315) 1,710 [ — 1,614 12,511
(6,631) (113)° = — (6,744) —
- — - — 26,744 C— 26,744 = 26,744 °
251,678 . 11,527 - 20,859,521 - 2,817 21,125,544 39,255
(76,593) (‘] 1,130)  (15,997,794)  (2,817) (16,088,334) —
(18,214) (154) (1,398,762) — (1,417,130) —
- (2,756) — . (2,756) C—
L — 112,226 —_ 112,226 e
6,631 113 — — 6,744 —
(88,176) (11,171)  (17,287,086) (2,817) _ (17,389,250) —
163,502 356 3,572,435 — 3,736,294 39,255
181,498 ‘825 4,833,273 — 5,015,598 o
3%-5%  12%-25% Unitof  25%-33%
. production
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*AUC = assets under construction. Assets under constriiction are not depreciated.

The additions of the Oil & gas properties consist of capital expenditures of $103,431,000 partly offset by a
- decrease of $101,721,000 in the decommissioning asset.

In 2017 there was no impairment. The Xikomba (Block 15) decommlssmmng campaign was completed the

related adjustment in 2018 resulted in an ddditional impairment of $2;756,000. During 2018, the company has

recognised impairment reversal amountmg to $110,614,000 for Block 31 (Plutao) asset and $1,612,000 for

Block 15 (Xlkomba) asset.

The net book value of land and buildings comprises:

2018 2017

| : | - o $000 $000 .
Long leasehold 11,780 12,630.
Freehold B ' 151,722 . 168,868

163,502 181,498

Assets held under finance leases and capitalized interest included above are. as follows:

Net book

: . ‘ o A value

Leased assets . ' : . ' $000

At 31 December 2018 ’ : : 12,330

At 31 December 2017 ’ L : 15,929
Capitalized interest S : . ' ‘ \
At 31 December 2018 . : ' . 620 -

At 31 December 2017 - ' . : . 1,810

12 Investments

Investment in
joint ventures

-Cost » ’ ' j ' $000
At 1 January 2017 s o » ' A : 794,937
Share buy back ' , ‘ : . (54,400)
Share of joint venture's profit - ' . - ' 168,723
‘At 31 December 2017 . 909,260
At ] January 2018 . o I . 909,260
Share buy back ' ' . , " (112,200)
Share of joint venture's profit ' : : . 200,280
At 31 Decémbei 2018 ' , : 997,340
Net book amount v .

At 31 December 2018- i A : _ ) 997,340
At 31 Deceniber 2017 o 909,260

The investments in joint ventures are presented under the equity accounting method.
The investments in joint ventures are unlisted.

Joint ventures
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_The joint venture of't'he corhpany at 31 December 2018 and the percentage of equity capital held are set out
below. The prln(:lpal country ofoperatlon is generally indicated by the company's country of incorporation or
by its name. - .

All voting nghts are equal to percentage of share capltal owned unless otherwise noted be]ow

Conipany name ‘ Classof % . Prmcxp'\l 'Pnnc:pal activity
’ : share held place of
, s : o . business . :
Angola LNG Limited- ' Ordinary ~ 13.60  Angola Construction of a liquified ndtural
. . gas plant ' ,

Aﬁgola LNG Marketing Limited Ordi'naly 8.80" . Angola Marketing and supponing services

OPCO - Saciedade Operacional -~ Ordinary  13.60 ~ Angola Construction, operanon and
Angola LNG, S.A . _ ~ maintenance of facuhtlcs

SOMG - Sociedade de Operagdes e Ordmaly . 13.60°  Angola - ,Operation, maintenance and repair
Manutengéo de Gasodutos S.A. . o of pipeline facilities

. The following table pr'oyidcs'aggregz_lted summarised financial information for the company’s joint ventures
as it relates to the amotints recognized in the profit and loss account and on the balance sheet.

Profit-and loss account ~ Balance sheet

~ Earnings from joint ventures ' " Investments
- after interest and tax in joint ventures
2018 - 2017 2018 2017
] - 3000 - $000 $000 . $000
.Angolai LNG Limited o B 200,280 168,723 - 997,340 909,260

" The following table provides summaris_ed financial information relating to Angola LNG Limited.

2018 2017

$000 $000 -

"Gross - @ross

o ) . ) , : amount - amount’
Revenue S - ’ . 2,121,220 876,140
Operating expenses - o (648,573) 364,470
Net income ‘ o . : 1,472,647 - 1,240,610
Non-current assets A _ 9,887,070 8,226,509
Current assets I ‘ - 1,146,873 890,247
Total assets ' : ’ o . 11,033,943 '9,116,756
Non-current liabil_ities . . ’ - 1,882,631 1,700,500
Current liabilities 4 . L 11,817,932 730,524
Total liabilities ; P S . 3,700,563 - 2,431,024
‘Net assets A ’ . ‘ 7,333,380 6585J32

Summansed financial information relating to the company’s share of Angola LNG Limited proﬁt and loss
and balance sheet is shown below.
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13.

14..

Revehue
Operating expenses
Net income’

Non-current assets
Current assets -

: Tot‘ai assets

Non-current liabilities
Current liabilities
Total liabilities

Net assets

Stocks

NOTES TO THE FINANCIAL STATEMENTS

Raw materials and consumables

Crude oil

6T 4/5//5

2018 2017
$000 $000

BP share. BP share
288,486 119,155
(88,206) 49,568

200,280 168,723 .
1,344,641 1,118,805
155,975 121,074
1,500,616, = 1,239,879
356,037 231,268
247239 99,351
503,276 330,619
997,340 909,260
2018 2017
$000 $000
181,087 203,372

45,604 44,172
226,691 247,544 -

The differenée between the carrying value of stocks and their replacement cost is ot material.

write stock down to their net realizable value.

Deb'tors

" Trade debtons

Ambunts falling due within one year:

" The stock valuation at 31 December 2018 is stated net of a provision of $82 711 000 (2017 $72,913 OOO) to.

Amounts owed from parent undertakmgs

. Amounts owed from fellow subsidiaries

Amounts owed from joint ventures

Other debtors

Prepayments and accr ued mcome

Ta\atlon

Other debfors*
Taxation

* Total -dethrs_ .
*The other debtoi's repiesent decommis‘sioning escrow funding balances.

" . Amounts falling due after one year:

2018 2017
- $000 $000
16,119 - 31,906 -
3,886,639 2,630,216
109,748 70,755
.20 196
100,339 .248,727
63,811 34,541
22,092 22,092
4,198,768 3,038,433
2018 2017
$000 $000 .
482,251 386,553 .
74,308 196,400
556,559 482,953
4,755,327
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NOTES TO THF FTNANCIAL STATEMENTS

15.  Creditors

Amounts falling due within one year: -
2018 2017
. . ‘ : $000 - $000
Trade creditors o ) 111,422 193,638
Amounts owed to parent undertakmgs ' ‘ : 9,548 3,151
Amounts owed to fellow subsidiaries ' A . . 23,327 39,739
Amounts owed to joint ventures - : o 10,071 —
Other creditors B K o 84,564 - 82,239
Taxation A o A 54,856. 154,817
Accruals and deferred income S : . 72,045 . 93,995.
Obligations under leases (Note 16) ‘ : . 352 ' 491
' : S - 366,185 568,070
Amounts falling due after one year: _
2018 12017
: ‘ . A . $000 _ $000
Obligations under leases (Note 16) _ 5,144 6,644
: 5,144 6,644
Total creditors : : ) 371,329 574,714

16.  Obligations under leases -
Finance leases

It is the company’s policy to lease certain of its oil and gas properties under finance leases. The average léase
term is 15.years. For the year ended 31 December 2018, the average effective borrowing rate was 5.78%.(2017
5.78%). Intcrest rates are fixed at the contract date. All leases are on aﬁ\ed repayment basns andno arrangements
have been entered into for contingent rental payments.

“The fair valhe of the company’s lease obligations is approximately equal to their carrying amount.
. The company s obligations under finance leases are secured by the lessors’ rlghts over the leased assets disclosed
" in Note 1 ]

Obligations under finance leases are as follows:

Future minimum lease payments due: _
- 2018 © 2017

Amounts payable: S . o $000 - $000
Within 1 year . . ' _ 1,451 1,991
Inlto5 years : ‘ ‘ S _ ' 4,736 5,802
After 5 years ’ o ' ’ ‘ » R 384
o S S v ‘ " 6,187 8,177
Less finance charges allocated to future periods ' o : _ ‘ (691) (1,042)
Present value of minimum_»]'easé payments S ‘ 5496 - 7,135
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Present value of minimum lease payments due: -

: . , 2018 © 2017
Amounts payable: _ A c : $000 $000
~ Within 1 year ’ . ‘ . k 352 " 491
In 1 to 5'years . o 5,144 . 6,264
After 5 years ' ' . — 380
Present value of minimum lease payments . ' 5,496 7,135
- : : 2018 2017
Analysed as: ' : o - $000 ~$000
Amounts due for settlement within 12 months (shown A . 359 ' 491 '
under-creditors due within one year - Note 15)
Amounts due for settlement after 12 months (shown B - 5144 - 6.644
under creditors-due after one year - Note 15) : ’ ?
5,496 7,135

Operaling leases

Operating léase commitments represent rentals payable by the company to access and utilise land, buildings .
and machineries. required to support its operations. The lease terms for the assets under these categories are
typically 5 years. The company-actively reviews its lease requirements in accordance with the internal and
external business environment and has a track record of successfully negotlatmg amendments to the contracts
as the environment changes.

At the balance sheet date, the company had outstanding commitments for future minimum lease payments under
non-cancellable operating leases which fall due as follows:

2018 . . 2017

Land & Plant& - - Land& “Plant&
Buildings machinery Buildings - machinery
. . $000 $000 $000 $000
Operating leases which expire: : C : ‘ :
. Within 1 year ‘ - 8,595 28,877 . 14,867 37,953
In-l to 5 years _ 5,342 36,333 34,226 . . 44,982
' : 13,937 65210 49,093 82935

In the case of an operatmg lease entered into by the company as the operaton of a joint operation, the amounts
included in the totals disclosed represent the net operating lease expense and net future minimum lease payments.
These net amounts are after deducting amounts reimbursed; or to be renmbuxsed by joint operators whether
the joint operators have co-signed the lease or not. :

‘Where the company is not the operator of a _|omt operation, the company’s share of the lease expense and future
minimum lease payments is included in the amounts shown, whether the company has co-signed the lease.or

not.
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17.

18.

19.

20.

S 21,

'NOTES TO THE FINANCIAL STATEMENTS -

Other provisions

Decom- s
missioning * Other Total
o 4 : $000 $000 $000
At | January 2018 ~ : 1,506,463 -~ 8,505. - 1,514,968
New or increased provisions: S . v
Recognised within tangible / inl'angible assets . ' 287,307 . 1,525 . 288,832'
Unwinding of discount” 10,802 — 10,802
Change in discounl rate 4 (389,028) T — 7 (389,028)
Utilisation . (19700 T (3,815) (11,785)
At31 December 2018 - : 1,407,574 6,215 "1,413,789

For information on significant judgements and estimates made in relation to provisions, see Provisions within -
Note 2.

$5,670, 000 of other provisions relates to Angolan w1thholdmg tax and trammg levy. Itis expected lo become
due within' 1 year. The remammg $545 000 relates to other provnslons

Called up share capxtal

-2018 - 2017

. . $000 .. . $000
“Issued and fully paid: ' ‘ ‘ ,

3,904,462,078 Ordinary shares of £ each for a total néminal value of. 6,368,635 6,368,635

£3,904,462,078 . . .

6,368,635 16,368,635

Reserves

~ Called up share capital :
The balzance on the called up share caprtal account represents the aggregate nominal value ofall ordinary shares

_inissue,

Profit and loss account
The balance held on thrs reserve is the retamed proﬁts of the company

In 2018, the company pard interim ordlnary dividends of $700,000,000 (201 7 §Nil). The dividend per share

was $0.18.
Capital commitments

Author.iied and contracted future capital expenditure by the company for which contracts had been placed but
not provided in the financial statements at 31 December 2018 is estimated at $190,982,000 (2017 $57,584,000).

Related party transactions

The company has taken advantage of the exemptiOn contained within paragraphs-8(k) and (j) of FRS 101, and
has not disclosed transactions entered into with wholly-owned group companies or key management personnel.

During the year the company entered into transactions; in the ordinary course of business, with other related

parties. Transactions entered into, and trading balances outstanding at 31 December, are as follows:
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22.

23

24.

NOTES TO THE FINANCIAL STATEMENTS

' Related party A . . Sales to .Pur_chéses ) Ambounts Amounts
: : . related party  from related owed from owed fo

: . party  related party  related party

$000 ' $000 "$000 - $000

Angola LNG Limited
Joint venture '

LNG _ N - _ . A
2018 ' , 143 47478 20 - 10,071
2007 . . — 49,029 C196 —

Off-balance sheet arrangements

. Theé company enters into operating lease arrangements for the rental of bwldmgs and plant and equipment as
these arrangements are a cost efficient way: of obtaining the short-term benefits of these assets. The operating
" lease charges for the year are disclosed in Note 4 and the whole obligation tiinder these arr angemen(s isdisclosed

in Note 16. Thexe are no other matenal off- balance sheet auangements

Post balance sh’eet evént

. On 6™ June 2019 BP and its partners confirmed that they have agreed further investment into Block 15 as part
- of an agreement with Angola's National Agency for Petroleum, Gas and Biofuels (NAPGB). The agreement
“will extend the production sharing agreement for-the Block 15 through 2032. The deal will also give the state-
- owned company Sonangol a 10% equity interest in the Block. Oper ated by Esso Angola, Block 15 has produced
‘more than 2.2 billion barrels of oil since 2003. The new investment is expected to result in an additional 40,000

barrels of oil production per day and increased subsea flowline capacity. It also includés a multi-year drilling
programme. ’

Immediate and ultimate controlling parent undertaking
The immediate parent undertaking is BP Exploration Operating Company Limited, a company registered in

England and Wales. The ultimate controlling parentundertaking is BP p.'l.c._; a company registered in England
and Wales, which is the parent undertaking of the smallest and largest group to-consolidate these financial

. statements. Copies of the consolidated financial statements’ of BP p.l.c. can- be obtained from its registered
-address: 1 St James s Square, L.ondon, SW1Y 4PD.
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