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PGS EXPLORATION (UK) LIMITED
DIRECTORS' REPORT

The directors present thewr report and financial statements of the company for the year ended
31 December 2012

Principal activities
The principal activity of the company 1s the provision of geophysical services to the o1l and gas industry

The company 15 a member of the Petroleum Geo-Services Group (“the group”), a Norwegian registered o1l
services group providing geophysical services worldwide The group provides a broad range of
geophysical and reservour services, mcluding seismic data acquisition, processing, interpretation and field
evaluation It also posscsses a substantial international MultiClient seismic data library

Results and dividends
The profit for the year after taxation 1s $7,581,000 (2011 $10,893,000)

The directors do not recommend a dividend (2011 $40,170,000)

Business review

The main segments within the company are related to marine activities, 1€ seismic data acquisition,
marine MultiClient library, data processing, and technology The main revenue contributors are contract
seismic where data 1s acquired under exclustve contractual agreements with a customer, and MultiClient
where the company invests 1n seismic surveys which are then marketed to multiple customers on a non-
exclusive basis MuluChent revenues are further split into pre-funding revenues relating to ongoing
surveys and late sales from the MultiChent library

Profit margins are vanable from project to project and therefore fluctuate from one year to another. The
level of activity carmed out by the company will vary significantly depending upon deployment of the fleet
of vessels within the group Net earnings 1n any year will also vary depending upon the pricing for the
specific projects and productivity 1n carrying them out

Gross profit margins increased in 2012, reflecting a stronger seismic market Increased implementation of
GeoStreamer technology alse contributed to the improvement For the first tme, MultiClient revenues
exceeded marine contract revenues, driven by pre-funded customer surveys in the North Sea and offshore
Angola Inaddition, the company achieved a greater level of late sales

In all other respects the company has continued to operate 1n a simlar way to previous years No
sigmficant change n the type of business activities 1s expected 1n the immediate foreseeable future The
long-term industry fundamentals are still intact, especially for more advanced seismic since the easy o1l has
been extracted L.ooking at the low reserve replacement ratio for the industry and the forecasted dechne in
ol supply we expect demand for seismic services to be strong going forward

Principal risks and uncertainties of the company
The management of the business and the execution of the company’s strategy are subject to a number of
nisks, all of which are closely integrated with those of the group

The key busmess nsks and uncertainties affecting the company are considered to relate to competition
from other seismic service providers and to the pnice of oil, which 1s the key dnver of demand for the
company’s services and future profitability

From the perspective of the company, the principal risks and uncertainties are so integrated with the
principal risks of the group that they are not managed separately Accordingly, the principal nisks and
uncertainties of the Petroleum Geo-Services Group, which include those of the company, are discussed
below




PGS EXPLORATION (UK) LIMITED
DIRECTORS' REPORT fcontinued)

Principal risks and uncertainties of the group
The group 1s exposed to adverse changes 1n 1nterest rates, which 1s managed through financial instruments
such as interest rate swaps

A portion of the group’s foreign currency exchange risk on cash flows related to sales, expenses, financing
and 1nvesting transactions in currencies other than the US dollar are hedged through forward currency
exchange contracts

Credit nisk relating to the group’s trade receivables 1s relatively limited due to the nature of the customer
base and the histonc low level of losses on trade recervables. Ongoing credit evaluations of customers are
used to manage exposure to this type of nsk.

Liqudity nsk 1s the risk that the Group will encounter difficulty in meeting 1ts financial obhigations as they
fall due The Petroleum Geo-Services Group continuously monitors 1ts banks and has no reason to believe
that they will not meet the group’s funding commitments 1f called upon

The prnincipal nsks and uncertainties of the Petroleum Geo-Services Group, which include those of the
company, are discussed 1n more detail on pages 65 to 67 of the group’s annual report

Key performance indicators (“KPIs™)

The directors of the Petroleum Geo-Services Group manage the group’s operations on a divisional basis
For this reason, the company’s directors believe that analysis using key performance indicators for the
company 15 nol necessary or appropnate for an understanding of the development, performance or position
of the business of PGS Exploration (UK) Limuted The development, performance and position of the
group, which includes the company, 15 discussed on pages 60 to 70 of the group’s annual report which does
not form part of this report

Research and development

The company contributes to the Petroleum Geo-Services Group's worldwide research and development
programmes, the aims of which are the practical application and early wntroduction of relevant new
technologtes

Directors
The directors who served the company during the year and to the date of this report were as follows

C Steen-Nilsen
G Langseth
J Reinhardsen

Employee involvement, disabled persons, health & safety

The company has developed a network for communicating with employees, including those 1n remote
locations or at sea Pertinent and topical mformation 1s distnbuted on a regular basis and channels for
feedback are clearly established Financial information 1s available from the parent company's web site
and industry and technical news items are distrnibuted and discussed at regular intervals

The company will always give due consideration for job vacancies to disabled persons and, should an
employee working in a harsh environment become disabled, full consideration will be given to retaining
that person 1n alternative work wherever possible

The company aspires to the highest standards of health, safety and regard for the environment It
participates 1n industry forums and maintains an active information and reporting system for areas of
operation with particular risks




PGS EXPLORATION (UK) LIMITED
D[RECTORS' REPORT (continued)

Political and charitable contributions

The company made no political or chanitable donations nor mcurred any pohtical expenditure during the
year

Disclosure of information to auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are
each aware, there 1s no relevant audit information of which the company’s auditor 1s unaware, and each
director has taken all the steps that they ought to have taken as a director to make themselves aware of any
relevant audit information and to establish that the company’s auditor 1s aware of that information

Re-appointment of auditor
Pursuant to section 487 of the Companies Act 2006, the auditor will be deemed to be re-appointed and
KPMG LLP will therefore continue 1n office

Signed on behalf of the board

G Lang$eth
Director 12 September 2013




PGS EXPLORATION (UK) LIMITED

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE
DIRECTORS’ REPORT AND FINANCIAL STATEMENTS

The directors are responsible for prepanng the directors' report and the financial statements 1n accordance
with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law
they have elected to prepare the financial statements 1n accordance with UK Accounting Standards and
applicable law (UK Generally Accepted Accounting Practice).

Under company law the directors must not approve the financial statements unless they are satsfied that
they give a true and fair view of the state of affairs of the company and of the profit or loss of the company
for that period In preparing these financial statements, the directors are required to

*  select suitable accounting policies and then apply them consistently;
s make judgments and estimates that are reasonable and prudent,

e state whether apphcable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explained 1n the financial statements, and

e prepare the financial statements on the going concern basis unless 1t 1s inappropnate to presume that
the company will continue 1n business

The directors are responsible for keeping adequate accounting records that are suffictent to show and
explain the company's transactions and cisclose with reasonable accuracy at any time the financial position

of the company and enable them to ensure that the financial statements comply with the Compames Act
2006

They have general responsibility for taking such steps as are reasonably open to them to safeguard the
assets of the company and to prevent and detect fraud and other irregularities




INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF PGS
EXPLORATION (UK) LIMITED

We have audited the financial statements of PGS Exploration (UK) Limited for the year ended 31
December 2012 set out on pages 8 to 21 The financial reporting framework that has been applied 1n their
preparation 1s applicable law and UK Accounting Standards (UK Generally Accepted Accounting
Practice)

This report 1s made solely to the company's members, as a body, 1n accordance with Chapter 3 of Part 16
of the Compamies 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 1n an auditor’s report and for no other purpose To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company's members, as a body, for our audit work, for this report, or for the opinions we
have formed

Respective responsibilities of directors and auditor

As explained more fully in the directors’ responsibilities statement set out on page 5, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view Our responsibility 1s to audit, and express an opinion on, the financial statements 1n accordance
with applicable law and International Standards on Auditing (UK and Ireland) Those standards require us
to comply with the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 1s provided on the Financial Reporting
Council's web-site at www frc org uk/auditscopeukpnivate

Opinion on financial statements
In our opimion the financial statements

* give a true and fair view of the state of the company's affairs as at 31 December 2012 and of its
profit for the year then ended,

* have been properly prepared in accordance with UK Generally Accepted Accounting Practice, and
* have been prepared in accordance with the requirements of the Companies Act 2006
Opinion on other matter prescribed by the Companies Act 2006

In our opimon the information given 1n the directors' report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements.




INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF PGS
EXPLORATION (UK) LIMITED (conttnued)

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to
report to you tf, in our opinion

e adequate accounting records have not been kept, or retums adequate for our audit have not been
recerved from branches not visited by us, or

o the financial statements are not in agreement with the accounting records and returns, or
e certam disclosures of directors' remuneration specified by law are not made, or

e we have not recerved all the mformation and explanations we require for our audit

/Q-Q(/us@\

Michael Froom (Senior Statutory Auditor)
for and on behalf of KPMG LLP, Statutory Auditor f(g
Chartered Accountants

One Snowhill

Snow Hill Queensway

Birmingham

B4 6GH

September 2013




PGS EXPLORATION (UK) LIMITED
PROFIT AND LOSS ACCOUNT
YEAR ENDED 31 DECEMBER 2012

Notes
Tumover 2
Cost of sales
Gross profit
Administrative expenses
Operating profit 3
Interest recervable ]
Interest payable and similar charges 6
Profit on ordinary activities before taxation
Tax on profit on ordmary activities 7

Profit for the financial year

The cotmpany’s results are derived from continuing activities.

2012 2011
$000 $000
333,984 328,231
(307,565)  (309,067)
26,419 19,164
(13,514)  (8,914)
12,905 10,250

- 1,478

(963) (46)
11,942 11,682
(4,361) (789)
7,581 10,893

There are no recognised gains or losses other than as shown m the profit and loss account above

The notes on pages 10 to 21 form part of these financial statements

-8-




PGS EXPLORATION (UK) LIMITED
BALANCE SHEET
31 DECEMBER 2012

2012 2011
Note 5000 $000 3000 $000

Fixed assets
Tangible assets 8 19,037 16,451

Current assets

Stocks 9 83,036 42,188
Debtors (including amounts recewvable after

more than one year of 34,493,000 (201 1

$11,163,000)) 10 54,142 88,971
Cash at bank 27 571

137,205 131,730
Creditors: amounts falling due within
one year il (57,919 (58,116)
Net current assets 79,286 73,614
Total assets less current liabilities 98,323 30,065
Creditors: amounts faihing due after
more than one year 12 (2,895) (2,218)
Net assets 05,428 87,847

Capital and reserves

Called up share capital 14 41,214 41,214
Profit and loss account 15 32,679 25,098
Special reserve 15 21,535 21,535
Shareholder's funds 16 05,428 87,847
These financial statements were approved by the directors on the 12 September 2013 and are signed
on their behalf by

Director

Registered number 02904391

The notes on pages 10 to 21 form part of these financial statements.

-9.




PGS EXPLORATION (UK) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2012
Accounting policies

The following accounting policies have been consistently applied in deciding the items which are
considered matenal 1n relation to the financial statements

Basis of preparation

The financial statements have been prepared under the historical cost convention and 1n accordance
with applicable accounting standards They have been presented in US$ as this 1s the currency n
which the company operates

Going concern
The company’s busmess activities, together with the factors likely to affect its future development
and posttion, are set out 1n the Busmess Review section of the Directors’ Report

The company participates 1n the group’s centralised treasury arrangements and so shares banking
arrangements with its parent and fellow subsidianes The directors, having assessed the responses of
the directors of the company’s ultimate parent Petroleum Geo-Services ASA to their enquines have
no reason to believe that a matertal uncertainty exists that may cast significant doubt about the ability
of the Petroleum Geo-Services ASA group to continue as a going concern or its ability to continue
with the current banking arrangements

On the basis of their assessment of the company’s financial position and of the enquiries made of the
directors of Petroleum Geo-Services ASA, the company’s directors have a reasonable expectation
that the company will be able to continue 1 operational existence for the foreseeable future Thus
they continue to adopt the going concern basis of accounting 1n preparing the annual financial
statements.

Cash flow statement

Under FRS 1 (revised) the Company 1s exempt from the requirement to prepare a cash flow statement
on the grounds that Petroleurn Geo-Services ASA cludes the Company in its own published
consolidated financial statements.

Revenue recognition

The company recognises revenue when persuasive evidence of a sale arrangement exists, delivery has
occurred or services have been rendered, the sales price 1s fixed or determinable and collection 15
reasonably assured The company defers the unearned component of payments received from
customers for which the revenue recognition requirements have not been met Consideration 1s
generally allocated among the separate umits of accounting based on their estimated relative fair
values when elements have a stand-alone value If an element of a customer agreement does not have
stand alone value, revenue 1s deferred and recognised over the penod services are provided Principal
estimation techniques applied are forecasts for revenue and costs 1n respect of multi-client hibrary
sales The company’s revenue recognition policy 1s descnbed 1n more detail below

(a) Sales of MultChent Library data

Late sales — The company grants a license to a customer, which entitles the customer to have access
to a specifically defined portion of the MultiClient data library The customer’s license payment 1s
fixed and determinable and typicaily 1s required at the time that the license 1s granted The company
recognises revenue for late sales when the customer executes a valid license agreement and has
recetved the underlyving data or has the night to access the licensed portion of the data and collection
18 reasonably assured

-10-




PGS EXPLORATION (UK) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2012

Accounting policies (continued)

Volume sales agreements — The company grants licenses to the customer for access to a specified
number of blocks of MultiClhent library within a defined geographical area These licenses typically
enable the customer to select and access the specific blocks over a penod of time  Although the
license fee 15 fixed and deterrinable in all cases, the payment terms of tndividual volume sales
agreements vary, ranging from payment of the entire fee at the commencement of the agreement, to
nstalment payments over a multi-year penod, to payment of the license fee as the specific blocks are
selected

Revenue recognition for volume sales agreements 15 based on a proportion of the total volume sales
agreement revenue, measured as the customer executes a license for specific blocks and the customer
has recerved the data or has been granted access to the data and collection 1s reasonably assured

Pre-funding arrangements — The company obtains funding from a limited number of customers
before a seismic project 1s completed. In return for prefunding, the customer typically gains the
ability to direct or influence the project specifications, to access data as 1t1s bemng acquired and to pay
discounted prices

The company recognises pre-funding revenue as the services are performed on a proportional
performance basis Progress 1s measured in a manner generally consistent with the physical progress
on the project, and revenue 1s recognised based on the ratio of the project’s progress to date, provided
that all other revenue recogntiion criteria are satisfied

(b) Proprietary sales/contract sales

The company performs seismic services under contract for a specific customer, whereby the seismic
data 1s owned by that customer The company recogmses proprietary/contract revenue as the services
are performed and become chargeable to the customer on a proportionate performance basis over the
term of each contract Progress 1s measured 1in a manner generally consistent with the physical
progress of the project, and revenue 1s recognised based on the ratio of the project’s progress to date,
provided that all other revenue recognition critenia are satisfied

(c) Other services
Revenue from other services 1s recogmised as the services are performed, provided all other

recognition criteria are satisfied

Interest income
Income 1s recognised as interest accrues using the effective interest method

Research and development
Research and development expenditure 1s expensed 1n the year in whach it 1s incurred

Tangible fixed assets and depreciation

Tangible fixed assets are stated at cost less accumulated depreciation Such cost includes costs
directly attributable to making the asset capable of operating as intended

Depreciation 1s provided to all tangible fixed assets and 1s calculated so as to write off the cost of an
asset, less its estimated residual value, over the useful economrc life of that asset as follows

Leasehold improvements - 15 years
Seismic equipment & vehicles - 3years
Computer equipment & software - 3-5 years
Furnuture & office equipment - 4-6 years

-11 -




PGS EXPLORATION (UK) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2012

Accounting policies (continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying
assets, which are assets that necessanly take a substantial period of time to get ready for their
mtended use or sale, are added to the cost of those assets, until such time as the assets are
substantially ready for their intended use or sale Investment income earned on the temporary
mnvestment of specific borrowings pending their expenditure on qualifying assets 1s deducted from the
borrowing costs eligible for capitalisation  All other borrowing costs are expensed as normal

Investments

Investments are held at cost less provision for permanent diminution 1n value The carrying values of
investments are reviewed for impairment n periods 1f events or changes 1n circumstances indicate the
carrying value may not be recoverable

Impairment of fixed assets

The carrying amounts of the company’s assets are reviewed for impairment when events or changes
in circumstances indicate that the carrying amount of the fixed asset may not be recoverable If any
such indication exists, the asset’s recoverable amount 1s estimated

An impairment loss is recognised whenever the carrying amount of an asset or its income-generating
unit exceeds 1ts recoverable amount Impairment losses are recogmised 1n the profit and loss account
unless 1t arises on a previously revalued fixed asset An impairment loss on a revalued fixed asset 1s
recognised in the profit and loss account if 1t 1s caused by a clear consumption of economic benefits
Otherwise impaurments are recognised 1n the statement of total recognised gains and losses until the
carrying amount reaches the asset’s deprecrated historic cost

Calculation of recoverable amount

The recoverable amount of fixed assets 1s the greater of their net realisable value and value 1n use
In assessing value 1n use, the expected future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the rate of return expected on an
equally risky investment For an asset that does not generate largely independent income streams, the
recoverable amount 1s determined for the income-generating unit to whach the asset belongs

Reversals of tmpairment

An impairment loss 1s reversed on intangible assets and goodwill only 1f subsequent external events
reverse the effect of the onginal event which caused the recogmtion of the tmpairment or the loss
arose on an ntangible asset with a readily ascertainable market value and that market value has
increased above the impaired carrying amount For other fixed assets where the recoverable amount
increases as a result of a change 1n economic conditions or 1n the expected use of the asset then the
resultant reversal of the impairment loss should be recogmsed 1n the current period

An impairment loss 1s reversed only to the extent that the asset’s carrying amount does not exceed the
carrying amount that would have been determined, net of depreciation or amortisation, 1f no
impairment loss had been recognised

Stocks

The MultiClient library consists of seismic data surveys to be licensed to one or more customers on a
nonexclusive basis Costs, including depreciation and operating lease costs, incurred 1n acquirng,
processing and otherwise completing seismic surveys are capitalised into the MultiClient hbrary

-12-




PGS EXPLORATION (UK) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2012

1.  Accounting policies (continued)

The MultiClient library 1s recorded at cost net of accumulated amerusation and imparrments
Amortisation of the multi-chient library 1s recorded 1n proportion to revenue recognized to date as a
percentage of the total expected revenue At year-end, each project 1s evaluated for impairment and
valued at the lower of cost and fair value (based upon the discounted value of future estimated
revenues less selling costs) Each project 1s also subject to a mimimurm amortisation which reduces its
net book value to nil over a maximum pertod of five years from the year of completion

Steaming costs

Steaming costs relate to relocating or ‘steaming’ a vessel or crew from one location to another The
company includes such costs 1n the cost of the MultiClient survey or exclusive contract with which
the costs are associated The steaming costs related to MultiClient survey are capitalised as a part of
the MultiClhient library Steaming costs on exclusive surveys are deferred and charged to expense
based upon the percentage of completion of the project

Leasing commitments
Rentals payable under operating leases are charged 1n the profit and loss account on a straight line
basis over the lease term

Pension costs

The group operates a defined benefit pension scheme in the UK The scheme was closed to new
entrants in 2006 Due to the nature of the scheme individual group companies are unable to 1dentify
their share of the underlying assets and habilities Therefore, 1n the accounts of the subsicdhanes, the
scheme 1s treated as a defined contribution scheme

The company also contributes to a defined contribution scheme Payments to this scheme are
charged to the profit and loss account as incurred

Deferred taxation

Deferred tax 1s recogmsed 1n respect of all iming differences that have onginated but not reversed at
the balance sheet date where transactions or events have occurred at that date that will result 1n an
obligation to pay more, or a right to pay less or to recerve more, tax, with the following exceptions

* provision 1s made for deferred tax that would arise on remittance of the retained earnings
of overseas subsidianes, assoctates and joint ventures only to the extent that, at the
balance sheet date, dividends have been accrued as recervable, and

s deferred tax assets are recogmsed only to the extent that the directors consider that 1t 1s
more hkely than not that there will be suitable taxable profits from which the future
reversal of the underlying tuming differences can be deducted.

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply 1n the
periods 1 which timing differences reverse, based on tax rates and laws enacted or substantively
enacted at the balance sheet date

Foreign currencies
The company’s pnmary activities are m US Dollars  As a result, the financial statements are
prepared 1n US Dollars, this being the functional currency of the company

Transactions 1n foreign currencies are recorded at the rate ruling at the date of transactions Monetary

assets and habilities denominated n foreign currencies are retranslated at the rate of exchange ruling
at the balance sheet date All differences are taken to the profit and loss account

-13-




PGS EXPLORATION (UK) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2012

2. Turnover

The turnover and profit before tax are attributable to the one principal activity of the company The
company operates within the following geographical markets, UK, Other European countries, Americas,
Middle East & Africa, and rest of the world An analysis of turnover ts given below

2012 2011
$000 $000
United Kingdom 135,322 70,764
Other European countries 31,757 33,119
Americas 78,482 145,629
Middle East & Africa 67,424 59,794
Rest of the World 20,999 18,925
333,984 328,231
3. Operating profit
Operating profit 1s stated after charging / (crediting)
2012 2011
$000 $000
Research and development expenditure 2,544 2,859
Depreciation of owned fixed assets (note 8) 4,638 4,892
Auditor’s remuncration
Audit of these financial statements 61 117
Operating hire costs
Other 3,259 3,163
Plant and machinery 91,921 94,706
Recharge of additional pension contributions 4,626 4,839
Loss on foreign currency translation 393 783
(Gain) on disposal of tangible fixed assets (16) (1)
Additional loss on disposal of business in 2010 332 -

Research and development expenditure 1s wholly rechargeable to a group company

4.  Staff costs and directors’ remuneration

(a) Staff costs

2012 2011

$000 $000

Wages and salartes 24,731 20,422
Social security costs 2,836 2,353
Other pension costs 1,173 1,160
28,740 23,935

-14 -




PGS EXPLORATION (UK) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2012

Staff costs and directors’ remuneration (continued)

The average number of persons, excluding directors, employed by the company dunng the year,
analysed by category, was as follows

2012 2011

No. No.

Geophysical management 1 2
Data processing & technology 136 129
Accounting and administration 40 36
Other 38 33
215 200

(b) Directors’ remuneration

None of the directors recerved any fees or remuneration for services as a director of the company
during the financial year (2011 Nil).

The remuneration of the directors 1s paid by the parent company, which makes no recharges to the
company The directors act in a group capacity only and do not allocate specific time to the company
and therefore 1t 1s not possible to make an accurate apportionment of thewr emoluments 1n respect of
the company

Interest receivable and similar income

2012 2011
$000 $000
Net interest receivable on amounts due from group underiakings - 1,271
Unwinding of discount rate - 207
- 1,478

Interest payable and similar charges
2012 2011
5000 5000
Net mnterest payable on amounts due to group undertakings 463 -
Other nterest payable 15 46
Unwinding of discount rate 485 -
963 46

-15-




PGS EXPLORATION (UK) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2012

Taxation on profit on ordinary activities

(a) Analysis of charge in the year 2012 2011
$000 3000

Current tax

UK corporation tax for the year - -
{287)

Adjustment 1n respect of prior period -
Foreign tax on income for the year 3,534 1,362
Foreign tax on income for prior periods 2,137 {5,000)
1,397 (3,925)
Deferred taxation
Current year charge 3,161 4,230
Adjustments to the estimated recoverable amounts
of deferred tax assets ansing in previous penods (197) 484
2,964 4,714
Total tax charge on profit on ordinary activities 4,361 789

(b) Factors affecting current tax charge

The tax assessed on the profit on ordinary activaties for the year 1s lower (2011 — lower) than the
standard rate of corporation tax n the UK of 24 5% (2011 — 26 5%) The differences are reconciled
below

2012 2011

$000 3000
Profit on ordinary activities before taxation 11,942 11,682
Expected tax charge at standard tax rate 2,926 3,096
Expenses not deductible for tax purposes 283 1,065
Group relief ¢claimed for no consideration - 57D
Current year tax losses utilised and other timing differences {2,343) (3,223)
Higher rate of foreign tax on income 2,668 1,001
Prior year foreign tax credat {2,137) (5,000)
Prior year tax charge / (credit) - (287
Total current tax charge / (credit) (note 7(a)) 1,397 (3,925)

-16 -




PGS EXPLORATION (UK) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2012

Taxation on profit on ordinary activities (conunued)
(c) Deferred tax asset

The company has camed forward timing differences as shown below that are available indefinitely to
be offset against certain future taxable profits Deferred tax assets have been recognised 1n relation to
those losses and other iming differences as they satisfy the recogmtion criteria for deferred tax assets
in FRS 19 ‘Deferred Tax’

Recognised Unrecogmsed Recognised Unrecogmised

2012 2012 2011 2011

$000 $000 $000 $000
Depreciation 1n advance of capital allowances 1,212 - 1,328 -
Other iming differences 1,211 6,186 1,339 6,186
Unrelieved tax losses 6,441 - 9,161 -
Total 8,864 6,186 11,828 6,186

The UK tax rate 1s in the process of being reduced from 28% to 20% At 31 December 2012 the rate
that had been substantively enacted, effective from 1 Apnl 2013, was 23% At 31 December 2011 the
equivalent rate was 25% Accordingly, the tax rate used for the deferred tax asset calculations at the
balance sheet date 15 23% (2011 25%)

(d) Movement on recognised deferred tax balances

2012 2011

$000 $000

At beginning of year 11,828 16,542
Charge to profit and loss account (2,964) {(4,714)
At end of year 8,864 11,828
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PGS EXPLORATION (UK) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2012

8. Tangible fixed assets

Leasehold Seismic Computer  Furniture &
improvements equipment equipment & office
& vehicles software equipment Total
$000 $000 $000 $000 $000
Cost:
At 1 January 2012 12,130 258 19,362 10,329 42,079
Additions 16 - 7,147 140 7,303
Reclassification (63) - 63 - -
Disposals - {61) (5,038) (489) (5,588)
At 31 December 2012 12,083 197 21,534 9,980 43,794
Depreciation:
At 1 January 2012 3,023 252 17,106 5,247 25,628
Charge for the year 1,012 3 2,905 718 4,638
On disposals - (61) (4,960) (488) (5,509)
At 31 December 2012 4,035 194 15,051 5,477 24,757
Net book value:
At 31 December 2012 8,048 3 6,483 4,503 19,037
At 31 December 2011 9,107 6 2,256 5,082 16,451
9. Stocks
2012 2011
$000 $000
Seismic data library
Work 1n progress 50,083 25,225
Completed data 32,953 16,963
83,036 42,188
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PGS EXPLORATION (UK) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2012

10. Debtors

2012 2011

$000 $000

Trade debtors 20,708 37,742
Amounts owed by immediate parent undertaking 109 2,053
Amounts owed by other group undertakings 5,718 7,703
Other debtors 425 1,192
Prepayments and accrued income 18,318 28,453
Deferred tax assets (notes 7(c) and 7 (d)) 8.804 11,828
54,142 88,971

Amounts owed between the company and the mmmediate parent undertaking or other group
undertakings are treated as trading balances and do not bear any interest

Included in debtors above are amounts falling due after more than one year, as follows

2012 2011

3000 $000

Deferred tax asset 4,493 11,163

11. Creditors: amounts falling due within one year

2012 2011

$000 $000

Trade creditors 3,456 4,632
Amounts owed to ultimate parent undertaking 13,267 10,535
Amounts owed to group undertakings 16,617 19,069
Other taxes and social security 746 529
Taxation 2,799 3,889
Accruals and deferred income 21,034 19,462
57,919 58,116

Amounts owed between the company and the ultimate parent undertaking are covered by a mutual
credit agreement 1n which the amounts are unsecured, repayable on demand and bear interest at 3-
month LIBOR plus 3% per annum  Amounts owed between the company and other group
undertakings are treated as tracing balances and do not bear any mterest

12. Creditors: amounts falling due after more than one year

2012 2011
$000 $000
Other creditors 2,895 2,218
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13.

14.

15.

PGS EXPLORATION (UK) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2012

Commitments under operating leases
At 31 December 2012 the company had annual commitments under non-cancellable operating leases
as set out below
2012 2011
Land & Other Land & Other
Buildings Items Buildings Items
$000 $000 $000 $000
Operating leases which expire
Within 1 year - 17 _ -
Within 2 to 5 years 324 2,912 21 2,514
After more than 5 years 3,100 - 3,100 -
3,424 2,929 3,121 2,514
Other items compnise office equipment In addition to the items above the company charters a vessel
from another group company The lease can be termunated by either party at any tume
Share Capital
Allotted, called up share capital 2012 2011
No $000 No $000
Ordmary shares of £1 each 28,898,952 41,214 28,898,952 41,214
Reserves
Special Profit and
reserve loss account
$000 $000
Balance at 1 January 2012 21,535 25,098
Profit for the financial year - 7,581
At end of year 21,535 32,679

Following a camtal reduction process during 2006 a special reserve was created to protect certain
outstanding creditors as at the capital reduction date This reserve will be transferred back to the
profit and loss account when the company no longer has any hiability 1n respect of these creditors
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17.
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PGS EXPLORATION (UK) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2012

Reconciliation of movements in shareholder's funds

2011
$000

10,893
(40,170)

117,124

2012
3000
Profit for the financial year 7,581
Dividend paid in the year -
Opening shareholder’s funds 87,847
Closing shareholder's funds 95,428

87,847

Related party transactions

As a wholly owned subsidiary of Petroleum Geo-Services ASA the company has taken advantage of
the exemptions provided by FRS 8 (Related Party Transactions) 1n not disclosing transactions with

other wholly owned group compames There were no other related party transactions

Immediate and ultimate parent company

The immediate parent company 1s Petroleum Geo-Services (UK) Limited, a company registered
the United Kingdom The ultimate parent company and the ultimate controlling party ts Petroleum
Geo-Services ASA, a company registered in Norway The smallest and largest group 1in which the

results of the company are consolidated 1s that headed by Petroleum Geo-Services ASA

Group financial statements are available from Petroleum Geo-Services ASA, Lilleakerveien 4C, PO

Box 251 Lilleaker, 0216 Oslo, Norway
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