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Teekay Petrojarl Floating Production UK Limited
Annual report and financial statcments
31 December 2020

STRATEGIC REPORT
The directors present their strategic report for the year ended 31 December 2020.

Principal activities and review of businesses
The Company’s principal activities during the year were the business of FPSO vessel operations and exploitations of Petrojarl
Banfl FPSO for Canadian Natural Resources (CNR).

Int the first quarter of 2020, CNR Tnternational (UK.} Limited {or CNRI) provided formal notice 1o Teekay Petrojarl Floating
Production UK Limited (the Company) of its intention to have Petrojarl Banff FPSO ceasc production on the Banff field in June
202G and to decommission the Banff ficld shortly thereafter. As such, in the third quarter of 2020, the Company removed the
Petrojar]l Banff FPSO from the Banft field and redelivered the Apollo Spirit FSO to its owners. Decommissioning from the Banff
field was partly performed in 2020 and completed in 2021. The Company is currently in the process of recycling the FPSO unit
at an EU-approved shipyard. Recycling is expected to be completed in the fourth guarter of 2022.

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

2020 2019 Variance
$000 $000 %%
Turnover 41,094 83,464 5D
Operating loss (24,226) (25,304) {4)
Loss before taxation (24,214) (25,207) {4
Shareholders’ deficit (25,844) (1,647) 1,469

Company turnover has decreased 51% from the prior year, due to the cessation of production on the Banff field in June 2020.

Principal risks and uncertaintics
The Company is ¢xposed to financial risks arising from its operations. In addition to the risks relating to operating costs, the key
financial risks include foreign currency risk, credit risk and liquidity risk,

The following sections provide details regarding the Company’s exposure to the above-mentioned financial risks and the
objectives, policies and processes of the management of these risks.

Foreign currency visk
The Company has transactional currency exposures arising from costs that are denominated in a currency other than USD. The
foreign currencies in which these transactions are denominated are mainly GBP and NOK.

Credit risk

Credit risk is the risk of loss that may arise on outstanding financial instruments should a counterparty default on its obligations.
The Company’s exposurc to credit visk arises primarily from trade and other receivables and is concentrated mainly in the
outstanding amount owing from multinational integrated oil companies. The credit risk exposure on these balances is considerced
moderately low.

Liquidiny visk

Liquidity risk is the risk that the company will encounter difficulty meeting the financial obligations due to shortage of funds.
The Company monitors its liquidity risk and maintains a level of cash and cash equivalents deemed adequate to finance the
Company’s operations and to mitigate the effects ot {luctuations in cash flows.
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STRATEGIC REPORT (CONTINUED)

Business environment

The UK market for FPSOs is a campetitive market with a few specialized vendors for operations in a harsh environment. The
customers are the operators and owners of the oil field licenses. The Company meets competition from other third-party vendors
and from the operators and owners of the oil field as they can choose to own and run a FPSO themselves,

Future development

In Apmil 2021, the Company and CNRI, on behalf of the BanfT joint venture, entered into a Decommissioning Services Agreement
(or DSA}, whereby the Company engaged CNRI to assume full responsibility for Teekay’s remaining Phase 2 obligations. The
DSA was subject to certain conditions precedent that necded to be satisfied by June 1, 2021 (or any agreed extension thereto),
failing which the DSA could have been terminated by cither party. On May 27, 2021, all conditions precedent of the DSA that
needed to be satisfied by June 1, 2021, were met. As such, the Company was deemed to have fulfilled its prior decommissioning
obligations associated with the Banff field and the Company derecognized the ARO and its associated reccivable, resulting ina
$33 million gain in 2021. The Company is currently in the process of recycling the Petrojarl Banff FPSO unit at an EU-approved
shipyard. The recycling process is expected to take approximately [2 months, during which time the Company will perform on-
site supervision to cnsure the unit is green recycled in compliance with applicable EU regulations and internal vessel recycling
policies.

Going concern
The directors have not prepared the financial statements on a going concern basis. The cffcct of this is explained in note 1.2 to
the financial statements,

By order of §h7 Bqarr:l
i ! {
o] i /

Niranjgn Arvind Dhurandhar
Director

Date: 6 October 2022

First Floor Templeback

10 Temple Back

Bristol

BS1 6FL

United Kingdom
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DIRECTORS' REPORT
The directors present their annual report and financial statements for the year ended 31 December 2020.

Results and dividends
The Company recorded a losg after taxation of $24,197,000 (2019 - loss after taxation of $24,844,000). The dircctors propose
that no dividend be paid (2019 - $nil).

Directors
The directors who held office during the year and to the date of this report were the following:

A. Elizabeth Liversedge (appointed on 16 April 2020)
N. Arvind Dhurandhar (appointed on 16 April 2020)
S. Morten Helland (resigned on 16 April 2020)

C. Brett (resigned on 16 April 2020}

T.0. Bye-Andersen (resigned on 16 April 2020)

Financial instruments
The Company’s policy is to minimise the use of complex financial instruments,

Charitable and political contributions
The Company made no charitable donations or political contributions during the current or prior year.

Disclosure of information to auditer

The directors who held office at the date of approval of this annual report confirm that, so far as they are each aware, there is ne
relevant audit information of which the Company’s auditor is unaware; and each dircctor has taken all the steps that they ought
to have taken as a director to make themself aware of any relevant audit information and to establish that the Company’s auditor
is aware of that information,

Other information
An indication of likely futwe developments in the business and particulars of significant events which have occurred since the
cnd of the financial year have been included in the strategic report on page 2.

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

| o
Byjorder of the B,f:)ard
e
Niranjan Arvind Dhurandhar
Director

Date: 6 October 2022

First Floar Templeback

10 Temple Back

Bristol

BS1 6FL

United Kingdom
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE STRATEGIC REPORT, THE
DIRECTORS’ REPORT AND THE FINANCIAL STATEMENTS

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

Company law requires the dircctors to prepare financial statements for cach financial year. Under that law they have elected to
prepare the financial statements in accordance with UK accounting standards and applicable law (UK Generally Accepted
Accounting Practice), including FRS 102 The Financial Reporting Standard applicable in the UK and Republic of Ireland.

Inder company law the directors must not approve the financial statements unless they are satisfied that they give a truc and fair
view of the state of affairs of the company and of the profit or loss of the company for that period. In preparing these financial
statements, the dircctors arc required to:

o sclect suitable accounting policies and then apply them consistently;

s make judgements and estimates that are reasonable and prudent;

s state whether applicable UK accounting standards have been followed, subject to any material departures disclosed and
explained in the financial statements;

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

s use the going concern basis of accounting unless they either intend to liquidate the company or to cease operations, or
have no realistic alternative but to do so. As explained in note 1.2, the directors do not believe that it is appropriate to
prepare these {inancial statements on a going concern basis.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company’s
transactions and disclose with reasonable accuracy at any time the financial position of the company and enable them to cnsure
that the financial statements comply with the Companies Act 2006, They arc responsible for such intemal control as they
determine is necessary to cnable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error, and have gencral responsibility for taking such steps as are reasonably open to them to safeguard the assets of the
company and to prevent and detect fraud and other irregularitics.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF TEEKAY PETROJARL FLOATING
PRODUCTION (UK) LIMITED

Opinion

We have audited the financial statements of Teekay Petrojarl Floating Production (UK} Limited (“the Company™) lor the year
ended 31 December 2020 which comprise the profit and loss account, balance sheet, statement of changes in equity and related
notes, including the accounting policics in note 1.2.

In our opinion the financial statements:
s give a true and fair view of the state of the Company’s affairs as at 31 December 2020 and of its loss for the year then ended,

* havc been properly prepared in accordance with UK accounting standards, including FRS 102 The Financial Reporting
Standard applicable in the UK and Republic of Ireland; and

+ have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

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

Emphasis of matter — non-going concern hasis of preparation

We draw attention to the disclosure madc in notc 1.2 to the financial statements which explains that the financial statements are
now not prepared on the going concern basis for the reasons set out in that note. Our opinion is not modified in respect of this
matter.

Fraud and breaches of laws and regulations — ability to detect
Identifving and responding to risks of material misstatement due to frand

To identify risks of material misstatement due to fraud {"fraud risks™) we assessed events or conditions that could indicate an
incentive or pressure to commit fraud or provide an opportunity to commit fraud. Our risk asscssment procedures included:

e Enquiring of directors and inspection of policy documentation as to the Company’s high-level policies and procedures to
prevent and detect fraud, as well as whether they have knowledge of any actual, suspected or alleged fraud.

¢ Reading board meeting minutes.

s  Using analytical procedures to identify any unusual or unexpected relationships.

We communicated identified fraud risks throughout the audit tcam and remained alert to any indications of fraud throughout the
audit.

As required by auditing standards, we perform procedures to address the risk of management override of controls, in particular
the risk that management may be in a position to make inappropriate accounting entries. On this audit we do not believe there is

a fraud risk related to revenuc recognition because transactions are not complex and there is no significant judgment involved in
revenue recognition.

We did not identify any additional fraud risks.
We performed procedures including:

* [dentifying journal entrics to test based on risk criteria and comparing the identified entries to supporting documentation.
These included those posted to unusual account code combinations.



Identifying and responding to risks of material misstatement related to compliance with laws and regulations

Woe identified arcas of laws and regulations that could reasonably be expected to have a material effect on the financial statements
from our general commercial and sector experience and through discussion with the directors and other management (as required
by auditing standards). and discussed with the directors and other management the policics and procedures regarding compliance
with laws and regulations.

We communicated identified laws and regulations throughout our team and remained alert to any indications of non-compliance
throughout the audit.

The potential effect of these laws and regulations on the financial statemenls varies considerably.

Firstly, the Company is subject to laws and regulations that directly affect the financial statements including f{inancial reporting
legislation (including related conpanies legislation), distributable profits legislation and taxation legislation and wc asscssed the
extent of compliance with these {aws and regulations as part of our procedures on thc related financial statement items,

Sccondly, the Company is subject to many other laws and regulations where the consequences of non-compliance could have a
material effect on amounts or disclosures in the financial statements, for instance through the imposition of fines or litigation.
We identified the following arcas as those most likely to have such an effect: health and safely, employment law and
environmental legislation. Auditing standards limit the required audit procedures to identify non-compliance with these laws and
regulations to enquiry of the directors and other management and inspection of regulatory and legal correspondence, if any.
Therefore, if a breach of operational regulations is not disclosed to us or evident from relevant correspondence, an audit will not
detect that breach.

Context of the ability of the audit to deiect fraud or breaches of law or regulation

Owing to the inherent limitations of an audit, there is an unavoidable risk that we may not have detected some material
misstaterments in the financial statements, even though we have properly planned and performed our audit in accordance with
auditing standards. For cxample, the further removed non-compliance with laws and regulations i1s from the events and
transactions reflected in the financial statements, the Jess likely the inherently limited procedures required by auditing standards
would identify it.

In addition, as with any audit, there remained a higher risk of non-detection of fraud, as these may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal controls. Our audit procedures are designed to detect
material misstatement. We are not responsible for preventing non-compliance or fraud and cannot be expected to detect non-
compliance with all laws and regulations,

Strategic report and directors’ report

The directors are responsible for the strategic report and the directors’ report. Our opinien on the financial statements does not
cover those reports and we do not express an audit opinion thercon.

Our responsibility is Lo read the strategic report and the directors’ report and, in doing so, consider whether, based on our financial
statements audit work, the information therein is materially misstated or inconsistent with the financial statements or our audit
knowledge. Based solely on that work:

» we have not identified material misstatements in the strategic report and the directors’ report;
s in our opinion the information given in those reports for the financial year is consistent with the financial statements; and

s in our opinion those reports have been prepared in accordance with the Companies Act 2006,

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

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

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

»  certain disclosures of directors’ remuneration specified by law are not made; or



* we have not received all the information and explanations we require for our audit
We have nothing to report in these respects.
Directors’ responsibilitics

As explained more fully in their statement set out on page 4, the directors are responsible for: the preparation of the financial
statements and for being satistied that they give a true and fair view; such internal control as they determing is necessary to enable
the preparation of financial statements that arc free from material misstatement, whether due to fraud or error; assessing the
Company’s ahility to continue as a going concern, disclosing, as applicable, matters related to going concern; and using the going
concern basis of accounting unless they either intend to liquidate the Company or to cease operations, or have no rcalistic
alternative but to do so.

Auditor’s responsibilitics

Our abjectives 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 issuc our opinion in an auditor’s report. Reasonable assurance is a high level
of assurance, but does not guarantee that an audit conducted in accordance with 1SAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and arc considered matertal if, individually or in
aggregate, they could reasonably be expected ta influence the cconomic decisions of users taken on the basis of the financial
statements.

A fuller description of our responsibilities is provided on the FRC’s website at www.tre.org.uk/auditorsresponsibilities.

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

This report is madc solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companics Act
2006. Our audit work has been undertaken so that we might state to the Company’s members those matters we are required to
staie to them in an auditor’s report and for no other purpose. To the [ullest extent permitted by law, we do not accept or assume
responsibility to anyonc other than the Company and the Company’s members, as a body, for our audit work, for this report, or
for the opinions we have formed.

L Nuzgolden

Lyn Niccolls (Senior Statutory Auditor)

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

319 St Vincent Strect

Glasgow

G2 5AS

Date: 11 October 2022
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Profit and loss account
for the year ended 31 December 2020

2020 2019
Notes $000 $000
Turnover 2 41,094 83,464
Cost of sales (64,236) (80,547)
Gross (loss) / profit (23,142) 2917
Administrative expenses 3 (1,084) (1,301)
Adm_mlstrgtwe expenses - impairment charge and - (26.920)
provision increase B& 11
Operating loss (24,226) (25,304)
[nterest receivable and similar income 6 12 97
L.oss before taxation (24,214) (25,207)
Tax credit on loss 7 17 363
Loss for the financial year 24,197y (24.844)

The company ceased production on Banff field in June 2020.

The Company has no items of other comprehensive income ather than the results for the current and prior financial years as set
out above.

Notes on pages 11 to 20 form part of the financial statements.
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Balance sheet
as at 31 December 2020

2020 2020 2019 2019
Notes $000 $000 $000 $000
Property, plant and equipment
Tangiblc assets 8 - -
Non-current assets - -
Current assets
Debtors 9 90,087 78,574
Cash at bank and in hand 434 e 7,689
90,521 86,263
Current liabilities
Creditors: amounts falling due within one year 0 (73,077) (30,365)
Qther provisions 11 (43,288) (57,545)
(116,365) (87,910)
Net current liabilities (25,844) (1,647)
Net liahilities (25,844) (1,647)
Capital and reserves
Called up share capital 12 409,442 409,442
Profit and loss account {435,286) (411,089)
Shareholders' deficit (25,844) (1,647)

Notes on pages 11 to 20 form part of the financial statements.

These financial statements were approved by the board of directors on 6 October 2022 and are signed on their behalf by:
: v i
. N
o b
Niranjan Ar¥vind Dhurandhar
Director

Company registered number: 2436350

9
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Statement of changes in equity

Called

up Profit Total
Share and Loss Equit
. account qury
capital
S000 $000 5000
Balance as at 1 January 2019 409,442 (386,245) 23,197
Total comprehensive income for the period
Loss for the financial year - (24844) (24,844
Total comprehensive loss for the period - {24844) (24,844
Balance at 31 December 2019 409.442 (411,089) (1,647)
CZHM Profit Total
Shpr and Loss Eaui
a- ¢ account quity
capital
5000 $000 5000
Balance as at 1 January 2020 409,442 (411,089) {1,647
Total comprehensive income for the period
Loss for the financial year - (24,197 (24,197)
Total comprehensive loss for the period - (24,197 (24,197)
Balance at 31 December 2020 409,442 (435,286) (25,844)

Notes on pages 11 to 20 form part of the financial statcments.
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Notes to the financial statements
1. Accounting policies

Teckay Petrejarl Floating Production UK Limited (the “Company”) is a private company limited by shares and incorporated,
domiciled and registered in Scotland, United Kingdom. The registered office of this company is First Floor Templeback, 10
Temple Back, Bristol, BS1 6FL, United Kingdom and the registered number is 2436350,

These financial statements were prepared in accordance with Financial Reporung Standard 102 The Financial Reporting Standard
applicablc in the UK and Republic of Ireland (“FRS 102"). The presentation currency of these financial statements is USD.

The Company is a wholly owncd subsidiary of TPO AS, which is incorporated in Norway. The ultimate parent undertaking and
parent undertaking of the largest group of undertakings for which group accounts are drawn up and of which the Company is a
member is Teekay Corporation, which is incorparated in the Republic of the Marshall [slands,

The conselidated financial statements of Teekay Corporation are available to the public and may be obtained from 4th Floor,
Belvedere Building, 69 Pitts Bay Road, Hamilton, HM 08 Bermuda. In these financial statements, the Company is censidered to
be a qualifying entity {for the purposes of this FRS) and has applied the exemptions available under FRS 102 in respect of the
following disclosures;

+  Reconciliation of the number of shares outslanding from the beginning to end of the period;

«  Cash Flow Statement and related notes; and

*  Key Management Personnel compensation.

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

Judgements made by the directors, in the application of these accounting policies that have significant effect on the financial
statements and estimates with a significant risk of material adjustment in the next year are discussed in note 17.

1.1 Measurement convention

The financial statements are preparcd on the historical cost basis and in accordance with applicable accounting standards.
1.2 Going concern

The directors have not prepared the financial statements on a going concern basis.

During the year ended 3| December 2020, the Company’s principal activities were the business of ownership and exploitations
of Perrojarl Banff FPSO, and the Company has been under a long term contract with Canadian Natural Resources (CNR) for the
exploitations of the FPSO. In the first quarter of 2020, CNR provided formal netice to the Cempany of its intention to have
Petrojarl Banff FPSO ccase production on the Banff field in June 2020 and to decommission the Banff field shortly
thereafter. Decommissioning from the BanfY field was partly performed in 2020 and with the rest performed in 2021, The
Company is currently in the process of recycling the Petrojarl Banft FPSO unit at an EU-approved shipyard. As the directors
intend to liquidate the company following the completion of the green recyeling of the Petrajarl Ban{T FP3O and following the
scttlement of the remaining net assets, they have not prepared the financial statements on a going concern basis and accordingly
all asscts and liabilities have been presented as current,

1.3 Foreign currency
Transactions in foreign currencies are translated to the Company’s functional currency at the foreign exchange rate ruling at the
date of the transaction, Monctary assets and liabtlities denomunated in foreign currencies at the balance sheet date are retranslated

to the functional currency at the foreign exchange rate ruling at that date. Non-monetary assets and liabilities that are measured
in terms of historical cost in a foreign currency are translated using the exchange rate at the date of the transaction. Non-monetary

11
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Notes (continued)

1. Accounting policies (continued)

assets and liabilities denominated in foreign currencics that are stated at fair valuc arc retranslated to the functional currency at
foreign exchange ratcs ruling at the dates the fair value was determined, Foreign exchange differences arising on translation are
recogniscd in the profit and loss account.

1.4 Tangible fixed assets

Tangible fixed asscts are stated at cast less accumulated depreciation and accumulated impairment losses.

Where parts of an item of tangible fixed assets have different useful lives, they are accounted for as separate items of tangible

fixed assets.

The Company assesses at each reporting date whether tangible fixed assets (including those leased under a fimance lease) arc
impaired.

Depreciation is charged to the profit and loss account on a straight-line basis over the estimated useful lives of each part of an
item of tangible fixed assets. The estimated useful lives are as follows:

Floating production vessel 3-20 years

Depreciation methods, useful lives and residual values arc reviewed if there is an indication of a significant change since last
annual reperting date in the pattern by which the Company expects ta consune an asset’s future economic benefits.

1.5 Expenses

Operating lease

Payments (excluding costs for services and insurance) made under operating leascs are recognised in the profit and loss account
on a straight-line basis over the term of the lease unless the payments to the lessor are structured o increase in line with expected
general inflation; in which case the payments related to the structured increases are recognised as incurred. Lease incentives

received are recognised in profit and loss over the term of the lease as an integral part of the total fcasc expense.

Interest receivable and Interest payable
Interest payable and similar charges including net toreign exchange losses are recognised in the profit and loss account,

Other interest receivable and similar income include interest receivable on funds invested and net foreign exchange gains.
Interest income and interest payable are recognised in profit or loss as they accrue. Dividend income is recognised in the profit
and loss account on the date the Company’s right to receive payments is established, Foreign currency gains and losses are
reported an a net basis.

1.6 Turnover

Tariff-based revenue from services from the operation of floating production, storage and offloading vessels (FPSOs) is
recognised as production occurs, while day-rate revenue is recognized over the passage of time.

12
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Notes (continued)

1. Accounting policies (continued)

1.7 Taxation

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

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

Deferred taxation is recognised 1n respect of all timing differences that have originated but not reversed at the balance sheet date
where transactions or events have occurred at that date that will result in an obligation to pay more, or right to pay less or to
receive more, tax, with following exceptions:
*  Deferred tax assets are recognised only to the extent that the directors consider that it is mare likely than not that there
will be suitable taxable profits from which the future reversal of the underlying timing differences can be deducted.
*  Deferred tax is measured on an undiscounted basis at the lax rates that are expected to apply in the periods in which
timing differences reverse, based on tax rates and laws enacted or substantively enacted at the balance sheet date.

1.8 Non-derivative financial instruments
Non-derivative financial instruments comprise trade and other debtors, cash and cash equivalents and trade and other creditors.
Trade debtors

Trade and other debtors are recognised initially at fair value. Subsequent to initial recognition they are measured at amortised
cost using the effective interest method, less any impairments losscs.

Trade creditors

Trade and other creditors are recognised initially at fair value. Subsequent to initial recognition they arc measured at amortised
cost using the effective interest method.

1.9 Provisions

Provisions are recognised when:
» the Company has an obligation at the reporting date as a result of a past event;
= itis probable that the Company will be required to transfer economic benefits in settlement; and
+ the amount of the obligation can be estimated reliably.

Initial recognition of the provision is measured at the best estimate of the amount required 1o settles the obligation at the reporting
datc. Subsequent to the initial recognition the provision is reviewed at cach reporting date and adjusted to reflect the current best
estimale of the amount that would be required to settle the obligation at that reporting date. When a provision is measured at the
present value of the amount expected to be required to settle the obligation, the unwinding of the discount is recognised as a
finance cost in the profit or loss account in the period it arises.

1.10 Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits.

t3



Notes (continued)

2. Turnover

Day rate and operation of I'PS

Teckay Petrojarl Floating Production UK Limited
Annual report and financial statements
31 December 2020

All turnover generated in both the current and prior year was done so in the United Kingdom.,

3. Expenses and auditor’s remuneration

Operating loss is stated after charging:

Operating lease rentals - barcboat leasc
Auditor's remuneration — audit services
Exchange loss

Depreciation

Impatrment of FPSO hull

4, Directors’ emoluments

2020 2019
2000 $000
41,094 83,4064
2020 2019
$000 3000
15,628 26,549
18 t6
7.844 2,768
- 168

- 2,220

The current year management charges of $2,655,537 {2019: $5,807,332) in respect of Preduction Suppert Service fees have been
madc by Altera Infrastructure Production AS and Altera Production UK Ltd, and includes the directors’ remuneration which is

not possible to identify separately.

5. Staff costs

The Company employed no staff during the current and previous years.

6. Enterest receivable and similar income

Bank interest

2020
s000

12

2019
8600

97
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Notes (continued)

7.a Taxation

Total tax credit recognized in the profit and loss account, is as follows:

2020 2019
3000 8000
Total current and deferred tax credit (a7 (363)

7.b Reconciliation effective tax rate
Fuctors affecting the tax credit for the current year

The current tax credit for the year is higher (2019 higher) than the standard rate of corporation tax in the UK, 19.00 % (2019:
19.00 %). The differences arc cxplained below:
2020 2019

000 3060

Loss for the year (24,197) (24.844)
Total tax credit 17 363
Loss before 1axation (24,214) (25,207)
Current tax at 19.00 % (2019: 19.00 %) (4,601) (4,789)
Adjustment in respect of previous ) 92
periods

Unrecognised deferrcd tax 4,584 4,334
Total tax credit included in profil (note 7.a) {n (363)

Areduction in the UK corporate tax rate from 19% to 1 7% effective from 1 April 2020 was substantively enacted on 6 September
2016. The March 2020 Budget announced that a rate of 19% would continue to apply with effect from 1 April 2020, and this
change was substantively enacted on 17 March 2020. The defcrred tax asset as at 31 December 2020 was calculated bascd on
these rates.

An increasc in the UK corporation rate from 19% to 25% (cffective | April 2023) was substantially enacted on 24 May 2021.
This wiil increasc the Company’s future current tax charge accordingly and increase the deferred tax asset and its corresponding
valuation allowance by S13.6 million.
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7.c Factors affecting current tax charge

The company has carricd forward tax losses and other timing differences as shown below that are available to be offset against

future proefits.
2020 2019

s000 2000

Depreciation in advance of capital allowances 12,278 8,590
Other timing differences 6,450 4,004
Unrelieved tax losses 45,726 41,800

64,454 54,454

Deferred tax assets have not been recognised in relation to these losses and other timing differences as they do not satisfy the
recognition criteria for deferred tax assets. These assets would be realised if sufficient taxable profits were to be generated in the
future against which the losses and other timing differences could be offset.

8. Tangible fixed assets
Floating praduction vessel

3000
Costs:
At ] January 2019 23,250
Cost at 31 December 2020 23,250
Accumulated depreciation and impairment:
At 1 January 2019 23,250
At 31 December 2019 23,250

Net book value:
At 31 December 2019 -

At 31 December 2020 -
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9. Debtors

2020 2019

2000 S000

Traude deblors 1,199 870
Amounts owed by group undertakings 76,871 65,262
VAT recoverable 351 227
Corporation Tax 477 680
Prepayments and accrucd income 1,849 2,596
Amounts recoverable on contracts (note [ 1) 9,340 8,939
90,087 78,574

2020 2019

1000 3000

Due within one year 80,747 69.635
Due after more than onc year 9,340 8.939

90,087 78,574

Balances due from group undertakings are repayable on demand. No interest is charged on these amounts.

10. Creditors: amounts falling duc within one year

2020 2019
3000 3000
Trade creditors 21,663 3,269
Amounts owed to group undertakings 40,999 21,661
Accruals 10,239 5,435
Sales tax payablc 176 -

73,077 30,365
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11. Provision for liabilitics and charges

Abandonment provision 2020 2019

3000 3000
At | January 57,545 30,843
Unwinding of discount 2,196 793
Exchange loss 3,110 1,209
Costs incurred (17,771} -
(Reduction) / increase in estimate {1,792) 24,700
At 31 December 43,288 57,545

Provisions for abandonment costs

In accordance with the contract between the Company and CNR, the Company recognised an asset removal obligation.
Subsequent to the initial recognition of the asset removal obligation, a finance cost is recorded relating to the unwinding of the
discount (the obligation increases in each period due to the passage of time) on the assct retirement obligation. The estimated
future costs of remaval are reviewed annually and adjusted as appropriate.

The agreement betweaen the company and CNR states that the Company is responsible for the removal of the subsea equipment
and for cleaning up the scabed In accordance with the abandonment approval to be granted by the UK Department of Trade and
Industry, unless CNR exercises its option to acquire the subsea equipment. [f CNR does not exercise the option to acquire the
subsea equipment, compensation will be paid to the Company. As such, the Company recognises a receivable from CNR for the
estimated abandonment waork,

As at 31 December 2020, the earned refund from CNR for the abandonment work is cstimated to be $9,340,000 ($8,939,000 in
2019). The receivable from CNR is accounted for separately as a reccivable falling due after more than one year. The change in
refund from CNR from 2019 to 2020 is included in cost of sales as income of $170,000 - including FX loss of $231,000 (2019:
income of $216,000 -~ including FX loss of $331,000).

12. Called up share capital

2020 2019
$060 8000
Allotted, called up end fully paid
251,038,096 ordinary shares of £1 cach 409,442 409,442

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to onc¢ vote per
share at meetings of the Company. During the year the Company issued no additional shares.
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13. Operating lease commitments

Non-cancellable operating lease rentals are payable as follows:

Vessels on bareboat
charter contracts

2020 2019

$000 3060

Within onc year - 15,728
In two to five years - -
- 15,728

During the year $15,409,917 was recognised as an expense in the profit and loss account in respect of operating leases (2019:
$26,549,142).

14. Related parties

Sales to Expenses incurred from
2020 2019 2020 2019
3000 £000 3000 3000
Transactions with subsidiaries within the Teekay group
468 815 (15,628)  (26,549)
468 815 (15,628)  (26,549)

Receivables outstanding  Creditors oulsianding

2020 2019 2020 2019
8000 86010 $000 3060

Transactions with subsidiaries within the Teckay group
76,871 65,262 (40,999) (21,661)

76,871 65262 (40,999)  (21,661)
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15. Uitimate parent company

The Company is a subsidiary undertaking of Teekay Corporation which is the ultimate parent company incorporated in the
Republic of the Marshall Islands.

The largest and smallest group in which the resulls of the Company are consolidated as at 31 December 2020 is that headed by
Teekay Carporation, incorporated in the Republic of the Marshall Islands. No other group financial statements include the results
of the Company. The consolidated financial statements of this group are available to the public and may be obtained from their
offices located at 4th Floor Belvedere Building, 69 Pits Bay Road, Hamilton, HM {08 Bermuda.

16. Subsequent cvents

In April 2021, the Company and CNRI, on behalf of the Banff joint venture, entered into a Decommissioning Services Agreement
(DSA4) whereby the Company engaged CNRI to decommission its remaining subsea infrastructure located within the CNRI-
operated Banff field. As part of the DSA, CNRI assumed full responsibility for the Company’s remaining asset retirement
obligations (or Phase 2) for the above-mentioned facilities. As part of the transaction, the Company is deemed to have completed
its prior decommissioning obligations. The DSA was subject to conditions precedent which were all satisfied by Junc 2021, As
such, the Company was deemed to have fulfilled its prior decommissioning obligations assoclated with the Banff field and the
Company derecognized the ARO and its associated receivable, resulting in a $33.0 million gain being recognized during the year
ended 31 December 2021.

The above-mentioned transaction is considered to be a non-adjusting post balance sheet event for the Company for the year ended
31 December 2020, and will be accounted for in the period during which it had occurred, which is the year ended 31 December
2021,

The Company is currently in the process of recycling the Petrojarl Banff' FPSO unit at an EU-approved shipyard. The recyciing
process commenced in mid-2021 and is expected to complete in the fourth quarter of 2022; during the recycling process the
Company is performing on-site supervision to ensure the unit is green recyeled in compliance with applicable EU regulations
and internal vessel recycling policies.

17. Aceounting estimates and judgements

The preparation of financial statements requires management to make judgements, estimates and assumptions that aftect the
application of accounting policics and the reported amounts of asscts, liabilities, income and expenses, Actual results may differ
from these estimates. Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised and in any future periods.

The accounting policies set out in notc | have been applied consistently throughout the periods presented in these financial
statements. Management has examined budgets and plans for the coming periods when assessing the ¢stimates. With regard to
the provision for abandonment costs, management consider and assess the appropriateness of the existing provision recorded in
the financial statements on an annual basis, This includes consultation with technical personnel as to whether any revisions are
required to the provision bascd on management’s best estimate of the costs that will be incurred at a future date.
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