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SEISMIC EXPLORATION (CANADA) LIMITED
STRATEGIC REPORT

The directors present their Strategic Report for the year ended 31 December 2017.

Principal activities
The principal activity of the company is the provision of geophysical services to the oil and gas industry.

The company is a member of the Petroleum Geo-Services Group (“the group”), a Norwegian registered oil
services group providing geophysical services worldwide. The group provides a broad range of geophysical and
reservoir services, including seismic data acquisition, processing, interpretation and field evaluation. It also
possesses a substantial international MultiClient seismic data library.

Business review and future developments

The profit for the year after taxation is $302,000 (2016: $267,000). The directors do not recommend payment
of a dividend (2016: $nil).

During 2016, the data processing elements of a 4D contract seismic acquisition survey offshore Angola were
completed. The company did not undertake any further project activity during 2017.

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

Market conditions have been challenging throughout 2017, and while management expects the market
sentiment to improve during 2018 there is a risk that a market recovery will take some time. Looking further
out, long-term prospects for the seismic industry remain favourable. Demand for oil and gas is growing and even
though renewables are the fastest growing energy source, fossil fuels is, and will remain the dominant source of
global energy supplies. Oil discovery levels over recent years are unsustainable to meet future energy demand,
leading energy companies to continue their search for new hydrocarbon resources in regions featuring deeper
waters, harsher environments, extreme reservoir depths and complex geologies.

Principal risks and uncertainties of the company

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 risks and uncertainties of the
Petroleum Geo-Services Group, which include those of the company, are discussed below.

Principal risks and uncertainties of the group

The group is exposed to adverse changes in interest rates, which is 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
investing transactions in currencies other than the US dollar are hedged through forward currency exchange
contracts.

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

Liquidity risk is the risk that the group will encounter difficulty in meeting its financial obligations as they fall
due. The Petroleum Geo-Services Group had a substantial liquidity reserve including unutilised drawings of the
Revolving Credit Facility of $257.3million as of 31 December 2017, which can be used to meet the group's funding
commitments if called upon.

By operating seismic vessels, the group is exposed to commodity risk in the form of fuel price fluctuations. The
group seeks to pass fuel price risk to customers on a majority of contract work.

Demand for the group's products and services are heavily influenced by oil and gas prices ahd the focus areas of
oil and gas companies' spending. The profitability of the group is subject to a number of operational risks,



SEISMIC EXPLORATION (CANADA) LIMITED
STRATEGIC REPORT (continued)

including increased competition, attractiveness of technology, changes in governmental regulations, licences
and permits and adverse weather conditions.

The principal risks and uncertainties of the Petroleum Geo-Services Group, which include those of the company,
are discussed in more detail on pages 41 to 42 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 is not
necessary or appropriate for an understanding of the development, performance or position of the business of
Seismic Exploration (Canada) Limited. The development, performance and position of the group, which includes
the company, is discussed on pages 36 to 44 of the group’s annual report which does not form part of this report.

Signed on behalf of the Board by:

Con

G Langseth
Director

(6 August 2018



SEISMIC EXPLORATION (CANADA) LIMITED
DIRECTORS REPORT

The directors present their report and the financial statements for the year ended 31 December 2017.

Results and dividends
The profit for the year after taxation is $302,000 (2016: $267,000). The directors do not recommend payment
of a dividend (2016: $nil).

Future developments
The future development of the business has been outlined in the Strategic Report.

Directors of the company
The directors who held office during the year were as follows:

C Steen-Nilsen

G Langseth

J Reinhardsen (resigned 31 August 2017)
R Pedersen (appointed 1 September 2017)

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 introduction of relevant new technologies.

Charitable and political donations
The company made no political or charitable donations during 2017 (2016: $nil).

Going concern

The directors have considered the financial position the company, including the arrangements with its ultimate
parent company, Petroleum Geo-Services ASA. The directors have also considered the financial position of
Petroleum Geo-Services ASA, including centralised treasury arrangements.

The company has received assurance from Petroleum Geo-Services ASA that it will continue to receive financial
support for a period of at least 12 months from the signing of the accounts in order to meet its obligations as
they fall due. Based on their assessment, the directors have no reason to believe that a material uncertainty
exists that may cast doubt on the ability of Petroleum Geo-Services ASA to continue to provide financial support.
Therefore, the directors are satisfied, at the time of approving the financial statements, that it is appropriate to
adopt the going concern basis in preparing the financial statements.

information to the auditor
Each of the directors at the date of approval of this report confirms that:

1. So far as the director is aware, there is no relevant audit information of which the auditor is unaware; and
2. the director has taken all steps that he/she ought to have taken as a director to make himself/herself aware
of any relevant audit information and to establish that the company's auditors are aware of that information.

Auditor

Pursuant to section 487 of the Companies Act 2006, the auditors will be deemed to be re-appointed and Ernst
& Young LLP will therefore continue in office.

Signed on behalf of the Board by:

G Langseth
Director

(6 August 2018



SEISMIC EXPLORATION (CANADA) LIMITED
STATEMENT OF DIRECTORS' RESPONSIBILITIES

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 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 Accounting
Standards (United Kingdom Generally Accepted Accounting Practice), including FRS 101 'Reduced Disclosure
Framework' ('FRS 101'). Under company law the directors must not approve the financial statements unless they
are satisfied that they give a true and fair view of the state of affairs of the company and of the profit or loss of
the company for that period. In preparing these financial statements, the directors are required to:

¢ select suitable accounting policies and apply them consistently;
* make judgements and accounting estimates that are reasonable and prudent;

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

e 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 sufficient to show and explain
the company's transactions and disclose with reasonable accuracy at any time the financial position of the
company and enable them to ensure that the financial statements comply with the Companies Act 2006. They
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.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS
OF SEISMIC EXPLORATION (CANADA) LIMITED

Opinion

We have audited the financial statements of Seismic Exploration (Canada) Limited for the year ended 31
December 2017 which comprise the Statement of Profit and Loss and Other Comprehensive Income, the Balance
Sheet, the Statement of Changes in Equity and the related notes 1 to 15, including a summary of significant
accounting policies. The financial reporting framework that has been applied in their preparation is applicable
law and United Kingdom Accounting Standards including FRS 101 “Reduced Disclosure Framework”.

In our opinion, the financial statements:

e give a true and fair view of the company’s affairs as at 31 December 2017 and of its profit for the year
then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and ‘

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the Auditor’s responsibilities for the
audit of the financial statements section of our report below. We are independent of the company in accordance
with the ethical requirements that are relevant to our audit of the financial statements in the UK, including the
'FRC’s Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these
‘requirements.

.We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to
report to you where:

e thedirectors’ use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or

e the directors have not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the company’s ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements are
authorised for issue.

Other information

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

Our opinion on the financial statements does not cover the other information and, except to the extent otherwise
explicitly stated in this 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 doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such materiai
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a material misstatement of the other information, we are
required to report that fact.

We have nothing to report in this regard.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS
OF SEISMIC EXPLORATION (CANADA) LIMITED (continued)

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

e 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

L the strategic report and directors’ report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

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 material misstatements in the Strategic Report or Directors’ Report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion:

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

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

Responsibilities of directors

As explained more fully in the Statement of Directors’ Responsibilities 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, and for such internal control as the directors determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to 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 guarantee that an audit conducted in

accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise

from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
" expected to influence the economic decisions of users taken on the basis of these financial statements.

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

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members
those matters we are required to state to them in an auditor’s report and for no other purpose. To the 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.

fm,{-« 70‘\«:) Loy

Kenneth MacLeod Hall (Senior statutory auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
Aberdeen

[b AT 2018



SEISMIC EXPLORATION (CANADA) LIMITED
STATEMENT OF PROFIT AND LOSS AND OTHER COMPREHENSIVE INCOME
YEAR ENDED 31 DECEMBER 2017

2016

2017 (restated)

Note $ 000 $ 000

Turnover . 5 - 150
Cost of sales - (126)
Gross profit ' - 24
Administrative expenses (62) (68)
Operating loss - 6 (62) (44)
Interest receivable 8 364 311
Profit before taxation 302 267
Taxation 9 - -
Profit for the year 302 267
Other comprehensive income - -
Total comprehensive income 302 ‘ 267

The company's results are derived from continuing operations.

The notes on pages 11 to 18 form an integral part of these financial statements



SEISMIC EXPLORATION (CANADA) LIMITED
BALANCE SHEET
31 DECEMBER 2017

Current assets

Debtors
Cash at bank and in hand

Creditors: Amounts falling due within one year
Net current assets

Net assets

' Capital and reserves
Called up share capital
Profit and loss account

Shareholders' funds

Note

10

11

12

2016
2017 (restated)

$ 000 $ 000
9,038 8,892

- 1

9,038 8,893
(1,684) (1,841)
7,354 7,052
7,354 7,052
1,137 1,137
6,217 " 5,915
7,354 7,052

These financial statements were approved by the Board on [6 August 2018, and signed on its behalf by:

C Steen-Nilsen

Director

Registered number: 03077211



SEISMIC EXPLORATION (CANADA) LIMITED
STATEMENT OF CHANGES IN EQUITY
YEAR ENDED 31 DECEMBER 2017

Profit and loss

Share capital account Total

$ 000 $ 000 $ 000
At 1 January 2017 (restated) 1,137 5,915 7,052
Protit for the year - 302 . 302
Other comprehensive income - . - R
Total comprehensive profit - 302 302
At 31 December 2017 1,137 6,217 7,354

Profit and loss

Share capital account Total

$ 000 $ 000 $ 000
At 1 January 2016 1,137 5,648 6,785
Profit for the year (restated) - 267 267
Other comprehensive income - - .
‘Total comprehensive profit - 267 267
At 31 December 2016 (restated) 1,137 5,915 7,052

The notes on pages 11 to 18 form an integral part of these financial statements

10



SEISMIC EXPLORATION (CANADA) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

General information

Seismic Exploration (Canada) Limited is a private company and is incorporated and domiciled in England and
Wales. The address of its registered office is 4, The Heights, Brooklands, Weybridge, Surrey KT13 ONY.

Authorisation of financial statements and statement of compliance with FRS 101

The financial statements of Seismic Exploration (Canada) Limited (the “company”) for the year ended 31
December 2017 were authorised for issue by the board of directors on |6 August 2018 and the balance sheet
was signed on the board’s behalf by C Steen-Nilsen.

These financial statements were prepared in accordance with Financial Reporting Standard 101 ‘Reduced
Disclosure Framework’ (‘FRS 101’) and in accordance with applicable accounting standards. The company’s
financial statements are presented in US dollars as this is the currency in which the company operates.

Accounting policies
The following accounting policies have been consistently applied in deciding the items which are considered
material in relation to the financial statements.

Basis of preparation

The company has been determined to meet the criteria of a ‘qualifying entity' under the definition in FRS 101.
The financial statements in which the company is consolidated are available from the ultimate parent company
as detailed in note 15.

The accounting policies which follow set out those policies which apply in preparing the financial statements for
the year ended 31 December 2017.

Restatement of prior year comparatives

In 2017, the company raised revenue invoices relating to late sales made during 2016. This revenue had not
been reflected in the accounts and therefore a prior year adjustment has been made for this and related
commissions on the transaction, resulting in a restatement of 2016 comparatives. The effect of the correction is
an increase in revenue of $149,000 and cost of sales of $13,000 for the year ended 31 December 2016, and a
corresponding increase in profit and loss account reserves at 31 December 2016.

Summary of disclosure exemptions

The company has taken advantage of the following disclosure exemptions under FRS 101:

e the requirements of paragraphs 45(b) and 46-52 of IFRS 2 Share based Payment, because the share based
payment arrangement concerns the instruments of another group entity;

« the requirements of IFRS 7 Financial Instruments: Disclosures,
o the requirements of paragraphs 91-99 of IFRS 13 Fair Value Measurement,

* the requirement in paragraph 38 of IAS 1 ‘Presentation of Financial Statements’ to present comparative
information in respect of:

(i) paragraph 79(a)(iv} of 1AS 1;

(ii) paragraph 73(e) of IAS 16 Property, Plant and Equipment;

(iil) paragraph 118(e) of IAS 38 Intangible Assets;
» the requirements of paragraphs 10(d), 10(f), 39(c) and 134-136 of IAS 1 Presentation of Financial Statements;
¢ the requirements of IAS 7 Statement of Cash Flows;

» the requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in Accounting Estimates and
Errors;

 the requirements of paragraph 17 of IAS 24 Related Party Disclosures;

11



SEISMIC EXPLORATION (CANADA) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

Accounting policies (continued)

» the requirements in IAS 24 Related Party Disclosures to disclose related party transactions entered into
between two or more members of a group, provided that any subsidiary which is a party to the transaction is
wholly owned by such a member ; and

» the requirements of paragraphs 134(d)-134(f) and 135(c)-135(e) of IAS 36 Impairment of Assets.

Going concern

The company’s business activities, together with the factors likely to affect its future development and position,
are set out in the Business review section of the Strategic Report.

The financial statements have been prepared on the going concern basis which the directors believe to be
appropriate for the following reasons. The company is dependent for its working capital on funds provided to it
by Petroleum Geo-Services ASA ("PGS"), the company’s ultimate parent undertaking. PGS has provided the
company with an undertaking that for at least 12 months from the date of approval of these financial statements,
it will continue to make available such funds as are needed by the company and in particular will not seek
repayment of the amounts currently made available. This should enable the company to continue in operational
existence for the foreseeable future by meeting its liabilities as they fall due for payment. The directors of the
company are satisfied with the ability of PGS to meet their undertaking.

The company participates in the group’s centralised treasury arrangements and so shares banking arrangements
with its parent and fellow subsidiaries. At 31 December 2017, the PGS Group’s liquidity reserve, cash and cash
equivalents and the undrawn part of the Revolving Credit Facility (“RCF”} was $257.3 million. The undrawn
portion of the RCF constitutes a significant portion of the PGS Group’s liquidity reserve. The RCF matures in 2020
and currently has a drawing limit of $400.0 million, with a step down to $350.0 million in September 2018. As of
31 December 2017, PGS had drawings of $190.0 million outstanding on the RCF.

in December 2016, PGS completed a refinancing process and received consent from the required lenders of the
RCF to amend the total leverage ratio maintenance covenant {“TLR") to a fiatter profile for the duration of the
facility, creating significantly more headroom and preserving a strong liquidity reserve. At 31 December 2017,
the total leverage ratio was 3.63:1, well below the maximum level of 4.75:1.

If PGS ultimately ends up breaching this covenant, the breach would represent an event of default under the
loan agreement. In such case PGS may be able to continue to access the RCF if PGS receives a waiver of the
breach or implements remedial actions acceptable to the lenders thereunder. Should a breach continue without
a waiver or re-mediation by PGS, the RCF agént or a majority of the RCF banks could ultimately declare default
and demand a repayment of drawings on the RCF which again would represent an event of default in most of
PGS’ other loan agreements and debt instruments. However, this scenario is in PGS’ view highly unlikely since
firstly PGS believes it has plans and available measures to avoid an event of defauit and secondly even in an
event of default, several viable alternatives to avoid acceleration would exist.

As with any company placing reliance on other group entities for financial support, the directors acknowledge
that there can be no certainty that this support will continue, although, at the date of approval of these financial
statements, they have no reason to believe that it will not do so.

On the basis of their assessment of the company’s financial position and available liquidity resources, including
the current structure and terms of the ultimate parent company debt, the company's directors have a
reasonable expectation that the company has sufficient funding and liquidity to be able to continue in
operational existence for the foreseeable future. Thus they continue to adopt the going concern basis of
accounting in preparing the annual financial statements.

Group accounts

The company is exempt under section 400 of the Companies Act 2006 from the requirement to prepare
consolidated financial statements as it and its subsidiary undertakings are included in the consolidated financial
statements of its ultimate parent undertaking, Petroleum Geo-Services ASA, a company registered in Norway.

The financial statements contain information about Seismic Exploration (Canada) Limited as an mdwndual
company and do not contain consolidated financial information as the parent of a group.

12



SEISMIC EXPLORATION (CANADA) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

3 Accounting policies (continued)

Revenue Recognition

The company recognises revenue when (i) a legally binding sale arrangement exists, (ii) delivery has occurred or
services have been rendered (iii) the sales price is fixed or determinable and collection is reasonably assured.
The company defers the unearned component of payments received from customers for which the revenue
recognition requirements have not been met. Consideration is generally allocated among the separate units
of accounting based on their estimated relative fair values when elements have standalone value. If an
element of a customer agreement does not have standalone value, revenue is deferred and recognised over the
period services are provided. The company's revenue recognition policy is described in more detail below.

Sales of MultiClient 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 company recognises revenue for late sales on
completed surveys when the customer executes a valid licence agreement and has received the underlying data
or has the right to access the licensed portion of the data, the customer's license payment is fixed and
determinable and collection is reasonably assured.

Pre-funding arrangements - The company obtains funding from a limited number of customers before a seismic
project is completed. In return for prefunding, the customer typically gains the ability to direct or influence
the project specifications, to access data as it is being acquired and to pay discounted prices. The company
recognises prefunding revenue on surveys-in-progress as the services are performed on a proportional
performance basis. Progress is measured in a manner generally consistent with the physical progress on the
project, and revenue is recognised based on the ratio of the project's progress to date, provided that all other
revenue recognition criteria are satisfied.

Proprietary sales / contract sales

The company performs seismic services under contract for a specific customer, whereby the seismic data is
owned by that customer. The company recognises 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 is measured in a manner generally consistent with the physical progress of the project, and
revenue is recognised based on the ratio of the project's progress to date, provided that all other revenue
recognition criteria are satisfied.

Other services

Revenue from other services is recognised as the services are performed, provided all other recognition criteria
are satisfied.

Foreign currency transactions and balances

Transactions in foreign currencies are initially recorded at the USD exchange rate prevailing at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated into USD at the
rates prevailing on the reporting period date. Foreign exchange gains and losses resulting from the settlement
of foreign currency transactions and from the translation of realised and unrealised monetary assets and
liabilities denominated in foreign currencies are recognised in profit or loss.

Taxation

Income tax expense is comprised of the sum of current tax expense (or benefit) plus the change in deferred tax
liabilities and assets during the period, except for current and deferred income tax relating to items recognised
in the Profit and Loss and Statement of Other Comprehensive Income, in which case the tax is also recognised
in the Statement of Other Comprehensive Income.

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the
taxation authorities. The tax rates and tax laws used to compute the amount are those that are enacted or
substantively enacted by the end of the reporting period.

13



SEISMIC EXPLORATION (CANADA) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

3 Accounting policies (continued)

e ——— — -Deferred-tax-assets-and-liabilities-are-calculated tsinig thé liability method for all temporary differences between
the carrying amount of assets and liabilities in the financial statements and for tax purposes, including tax losses
carried forward.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the
extent it is no longer probable that estimated future taxable profit will be sufficient to recover ali or part of the
deferred tax asset. Unrecognised deferred tax assets are reassessed at the end of each reporting period and are
recognised to the extent it has become probable that estimated future taxable profit is sufficient to recover the
deferred tax asset. The probability assessment is based on management’s judgment and estimates of future
taxable income, including the estimated effect of tax planning opportunities.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the estimated year
of realisation or settlement, based on tax rates (and tax laws) that have been enacted or substantively enacted
by the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set off current tax
assets against current tax liabilities and the deferred taxes are related to the same taxable entity and the same
taxation authority.

Investments

Investments are held at cost less accumulated impairment losses.

Financial assets and liabilities

_Financial assets and liabilities are recognised when the company becomes party to the contractual obligations
of the financial instrument and are initially recognised at fair value.

Financial assets and liabilities are classified into categories as follows:

Financial assets and liabilities measured at fair value through Statement of Profit and Loss and Other
Comprehensive Income

This category is comprised of financial assets and liabilities held-for-trading and financial assets and liabilities
designated upon initial recognition as measured at fair value through the Statement of Profit and Loss and Other
Comprehensive Income. Financial assets and liabilities are classified as held-for-trading if they are acquired for
the purpose of selling in the near term. Derivatives are classified as held-for-trading unless designated as
effective hedging instruments. After initial recognition, financial assets and liabilities in this category are
measured at fair value with unrealised gains and losses recognised through the Statement of Profit and Loss and
Other Comprehensive Income.

Financial assets and liabilities measured at amortised cost

This category is comprised of loans and receivables and other non-derivative financial assets and liabilities with
fixed or determinable payments that are not quoted in an active market. These financial assets and liabilities are
initially recognised at fair value, with additions for directly attributable transaction costs. After initial
measurement, they are carried at amortised cost using the effective interest method less any allowance for
impairment.

Financial assets and liabilities measured at fair value through the Statement of Other Comprehensive Income

This category is comprised of financial assets and liabilities that are non-derivatives and are either designated as
available-for-sale or not classified in any of the other categories. After initial measurement, they are measured
at fair value with unrealised gains or losses recognised in profit or loss. When the asset or liability is disposed of,
the cumulative gain or loss previously recorded in profit or loss is reversed and recognised in profit or loss.

The fair value of financial instruments that are traded in active markets at each reporting date is determined by
reference to quoted market prices or dealer price quotations, without any deduction for transaction costs. For
financial instruments not traded in an active market, the fair value is determined using appropriate valuation
techniques. Such techniques may include using recent arm'’s length market’s transaction, reference to the
current fair value of other instruments that are substantially the same, discounted cash flow analysis or other
valuation models.

14



SEISMIC EXPLORATION (CANADA) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

3 Accounting policies {continued)

e e ————The-company-assesses-at-the-end-of-each-reporting-period whether there is objective evidence that a financial
asset or a group of financial assets is impaired. In the case of equity instruments designated as available-for-sale,
a significant or prolonged decline in the fair value of the instrument below its cost is an indication of impairment.
If such evidence exists for available-for-sale financial assets, the cumulative loss - measured as the difference
between the acquisition cost and the current fair value, less any previously recognised impairment - is reversed
through profit or loss and recognised in profit or loss. Impairment recognised in profit or loss on equity
instruments is not reversed.

Standards issued but not yet effective (which the company has not early adopted)

Standards and interpretations that are issued up to the date of issuance of the financial statements, but not yet
effective, are disclosed below. The company’s intention is to adopt the relevant new and amended standards
and interpretations when they become effective, subject to EU approval before the financial statements are
issued.

IFRS 9 Financial Instruments

IFRS 9 will eventually replace IAS 39 Financial Instruments: Recognition and Measurement. In order to expedite
the replacement of IAS 39, the IASB divided the project into phases: classification and measurement, hedge
accounting and impairment. New principles for impairment were published in July 2014 and the standard is now
completed. The parts of IAS 39 that have not been amended as part of this project have been transferred into
IFRS 9. The company will implement IFRS 9 from January 1, 2018. The standard will not have a significant effect
on the company’s financial statements.

IFRS 15 Revenue from Contracts with Customers

The IASB have issued a new revenue recognition standard, IFRS 15 Revenue from Contracts with Customers. The
standard replaces existing IFRS revenue recognition standards. The core principle of IFRS 15 is that revenue is
recognized to depict the transfer of control of promised goods or services to customers in an amount that
reflects the consideration to which the entity expects to be entitled in exchange for those goods or services.

The Company will adopt IFRS 15 from January 1, 2018. The Company has performed an analysis of the impact
from applying the standard on the Company’s consolidated financial statements. The Company does not expect
IFRS 15 to have material impact on the accounting for proprietary /contract sales, except for more
comprehensive note information

Other amendments issued and not yet effective, are not applicable for the company and/or will not have a
significant impact on the financial statements.

4 Critical accounting judgements, estimates and assumptions

The preparation of financial statements in accordance with FRS 101 requires management to make estimates,
assumptions and judgments that affect the reported amounts of assets and liabilities and the disclosure of
contingent liabilities. In many circumstances, the ultimate outcome related to the estimates, assumptions and
judgments may not be known for several years after the preparation of the financial statements. Actual amounts,
may differ materially from these estimates due to changes in general economic conditions, changes in laws and
regulations, changes in future operating plans and the inherent imprecision associated with estimates.

The key assumptions concerning the future and other key sources of estimation uncertainty at the end of the
reporting period that have a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year are discussed below.
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Marine seismic market outlook

Cautious spending pattern among oil companies continues to adversely impact seismic demand. Seismic
spending is expected to remain at low levels in 2018 with generally low visibility. The impact on profitability of
reduced customer demand has been partially offset by reductions in industry vessel capacity reflecting the
recent retirement and cold stacking of less efficient vessels.

Management believes that, during 2018, there will be some improvements in the current weak marine seismic
market. However, a relatively high correlation between E&P activity and oil companies’ reserve replacement
ratio will, in the long term, support a recovery of the marine seismic market. During weak market periods, the
returns on MultiClient activity are expected to be somewhat better relative to the returns on exclusive contract
activity. Cost effectiveness will continue to be a central driver in achieving adequate cash flow. In this regard,
management believes the PGS vessel fleet, is well-positioned as the industry leader with respect to the ratio of
cash operating costs to productive streamer capacity.

Revenue Recognition

The company recognises 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.  As contracts often contain
more than one deliverable, the stage of completion estimation requires significant judgement. Cost estimation
is based upon the nature and complexity of the work to be performed and availability and productivity of labour,
and relies upon the knowledge and experience of the project managers, finance and commercial professionals
and the company's contract management processes.

Revenue

Turnover recognised in the Statement of Profit and Loss and Other Comprehensive Income is analysed as follows:

2017 Restated

$ 000 2016

$ 000

Revenue from geophysical services - 150

The company performs geophysical services on a project by project basis. An analysis of turnover by geographical
area is given below:

2017 Restated
$000 2016
$ 000
Africa B 150
Operating profit/(loss)
Arrived at after charging:
2017 2016
$ 000 $ 000
Foreign exchange losses 35 8
Auditor's remuneration
- Audit of the financial statements 10 25
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7 Directors' remuneration

None of the directors received any fees or remunerations for services as a director of the company during the
financial year (2016: Nil).

The remuneration of the directors is 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 it is
not possible to make an accurate apportionment of their emoluments in respect of the company.

Interest receivable
2017 2016

$ 000 $ 000
Interest receivable on group loans 364 311
Income tax
(a) Analysis of tax charge
Restated
2017 2016
$ 000 $ 000

Current taxation
UK corporation tax - -
Foreign tax - -

Total current income tax -

Deferred taxation - -

Tax charge : : . -

(b) Factors affecting current tax charge

The tax on loss before tax for the year differs from the standard rate of corporation tax in the UK of 19.25%
(2016 - 20%). The differences are reconciled below:

Restated

2017 2016

$ 000 $ 000

Profit before tax 302 267
Corporation tax at standard rate 58 53
Claim for relief for interest disallowance in other group companies - (4)
Group relief claimed for nil consideration (58) (22)
Overseas branch profits not taxable {see note below) - (27)

Total tax charge : -

An election was made to exempt the branch profits from UK tax with effect from 1 January 2012.

(c) Deferred tax

The company does not have any temporary differences, brought forward or carried forward, for which deferred
tax should be recognised.
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I:O—Dethrs

Restated

2017 2016

$ 000 $000

Trade debtors 148 293
Amounts receivable from ultimate parent undertaking 8,883 8,565
Other debtors 7 34
2,038 8,892

11

12

13

14

15

Amounts due from the ultimate parent undertaking, Petroleum Geo-Services ASA, are repayable on demand and
unsecured, and bear interest at 3-month LIBOR plus 3% per annum.

Creditors

Restated

2017 2016

$ 000 $ 000

Trade creditors - 26
Amounts owed to other group undertakings 173 159
Accrued expenses 1,511 1,656
1,684 1,841

Amounts owed to other group undertakings are treated as trading balances and do not bear interest.

Share capital

Allotted, called up and fully paid shares
2017 2016
No. $ 000 No. $ 000

Ordinary shares of £1 each 791,239 1,137 791,239 1,137

Foreign exchange
The financial statements are presented in US Dollars. The exchange rate at 31 December 2017 applied was
1.3502 USD to 1.0 GBP.

Related party transactions

As a wholly owned subsidiary of Petroleum Geo-Services ASA the company has taken advantage of the
exemption under paragraph 8(k) of FRS101 not to disclose transactions with other wholly owned group
companies. There were no other related party transactions.

Ultimate parent undertaking

The company's immediate parent undertaking is Petroleum Geo-Services (UK) Limited, a company incorporated
in the United Kingdom. The ultimate parent and controlling party is Petroleum Geo-Services ASA, a company
registered in Norway.

The smallest and largest group in which the results of the company are consolidated is that headed by Petroleum
Geo-Services ASA. These financial statements are available upon request from Petroleum Geo-Services ASA,
Lilleakerveien 4C, P.O. Box 251 Lilleaker, 0216 Oslo, Norway.
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