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EXPLORATION SERVICE COMPANY LIMITED
(Reglstered No. 03947697)

.ANNUAL REPORT AND FINANCIAL STATEMENTS 2018

Board of Directors: T M Thornton -
DJ Vermyleh

The directors present the strategic report, thelr report and t‘ne audited ﬁnanmal statements forthe year ended
31 December 2018. : :

STRATEGIC REPORT
Results
The profit for the year after taxation was $35,047,000 which, when added to the retained profit brought f:or\\'ard

at .1 January 2018 of $159,555,000 and after deducting total paid interim dividends to ordinary shareholders of
$30,000,000, gives a total retained profit carried forward at 31 December 2018 of $164,602,000. ’

Principal activity and review of the business

The company holds BP group’s investment in Atlas Methanol Company Unllmlted a joint venture in which
BP has a 37% interest, with the lemammg 63% being held ultlmately by Methanex Corporatlon a Canadian

* entity.

The key financial and-other performance indicators duriﬁg the year were as follows:

2018 2017 Variance

S ‘ ~$000 . $000 - %
Dividend income -~ . : ' 36,900 49,446 1(25)
Operating profit B ‘ 35,863 48,832 @7
Profit for the year , 35,047 45,081 , (22)
Total equity 4 : 203,721 198,674 3

Profit for the year is primarily. del ived from dividend received from its joint venture, At]as Methano! Compaiy
Unlimited ("ACMU"). The decrease in dividend income ear ned from ACMU is due to 25 days long production
outage in August 2018 which resulted in the company reducing its d1v1dend distr |butlon by 25% (201 8
$100 000,000; 2017 $134,000,000). .

Principal risks and uncertainties

The company aims to délivér sustainable value by identifying and responding succc_ss’fully to risks. Risk
management'is integrated into the process of planning and pe;rformance management for'the BP group.

" The risks listed below separately orin combination, could have a material adverse effect on the implementation
of the company’s strategy, business, financial performance, results of operations, casti flows, liquidity, prospects,
shareholder value and returns and reputation. Unless stated otherwise, furthier details on these risks are included
within the risk factors in the strategic report of the BP group Annual Report and Form 20-F for the year ended
31 December 2018.
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STRATEGIC REPORT

S_trate_gic and commercial risks

Joint arrangements and contractors
The company may have limited control over the standaz ds, operatlons and comphance of its partners, contr. actors )
and sub-contractors.

The impact of the UK's exit from the EU '
Following the referendum in 2016, BP has been assessmg the potential impact of Brexnt on group companies.
- BP has been preparing for different scenarios for the UK's exit from the EU but does not believe any of these
scenarios will pose a significant risk to the business. The BP board's. geopolitical committee discussed this,
most.recently in January 2019. BP continues to monllm developments in this area in line with group risk
‘management processes and procedures.

Insm(mce

The BP group’s insurarice strategy could expose the BP youp to matenal umnsul ed losses Wthh in turn eould'
adversely affect the company.

Compliance and control risks

Regulation : .
Changes in the regulatory and Ieglslatlve envnronment could increase the cost of compliance.

Ethical nnscomluct and non-compliance .
Ethical misconduct or breaches of appli¢able laws by the company ’s businesses or its employees could be
damaging to its reputation, and could result in litigation, regulatory action and penalties.

" Reporting
Failure to accutately report the company’s data could lead to 1egulat01y action, legal liability and reputational
damage.

Financial risk management

The company is exposed to a number ‘of different financial risks arising from natural business exposures as
well as its use of financial instruments including market risks relating to-foreign currency exchange rates and
interest rates. Further details on these financial risks are‘included within Note 29 of the BP group Annual Report
and Form 20-F for the yeat ended 31 Deceniber 2018.

Authorized for issue by Order of the Boacd

Melissa dtkinson

For and on behalf of
Sunbury Secretaries Limited-
Company Secretary

August 14, 2019

Registered Office:

_Chertsey Road
- Sunbury on Thames -
- Middlesex
'TW16 7BP
United Kingdom
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DIRECTORS' REPORT

EXPLORATION SERVICE COMPANY LIMITED
Directors
The ﬁresent directors are listed onpage 1.

- There' have been no director appointﬁnents or resignations since l.Januar'y 2018.

Difectors' iﬁdemnity
The company indemﬁiﬁés the direét,orsAin ité‘ Articles of Associati;)n to. the extent allowed u‘ndér section 232
of the Companies Act 2006. Such qualifying third party indemnity provisions for the benefit of the company’s
directors remain'in force at the date of this report.
Dividends

Durmrf the year the company has declared and paid dividends of $30,000,000 (2017 $Nil). The directors do
not plopose the payment of a ﬁnal dividend.

Fmancxal instruments

Tn dccordance with section 414C of the Companies. Act2006 the directoi's have included information regarding
financial instruments as required by Schedule 7 (Palt 1.6) of the Large and Medium-sized Companies and
Groups (Accounts and Reports)-Regulations 2008 in the strategic repoxt -under Financial risk management
Future developments

The directors aim to maintain the management pohcxes which have resulted in the company’s stability in recent
years. They believe that the company is ifi a good position to take advantage of any opportunities which may

arise in the future.

It is the intention of the diréctors that the business of the company will continue for the foreseeable future.
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DIRECTORS' REPORT
Directors’ statément as to the disclosure of information. to the auditor
The directors who were menibers of the board at fhe.ti’me of approving the directois’ repoit are listed on 'p_ag{: '

1. Having made engquiries of fellow directors and of the company’s-auditor, each of these directors confirms
that: : : i ' . '

s To the best of each director’s knowledge and belief; there is no information relevant to the preparation of -
the auditor's report of which the company’s auditor is' unaware; and -
-« Each difector has taken all the steps a director might reasonably be eX‘péct’ed to have taken to be aware of
relevant audit informationi and to establish that the company’s auditor is aware of'that information.

Authorized for issue by Order of the Board

 Malissa Mlinson

For and on behalf of
Sunbury Secretaries Limited
Company Secretary

August 14, 2019

Registered Office:

Chertsey Road
Sunbuty on Thames
Middlesex '
TW16 7BP

United Kingdom
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT
' OF THE FINANCIAL STATEMENTS

EXPLORATION SERVICE COMPANY LIMITED

~ The directors are responslble for preparing the Strateglc Report, the Dlrectors Report and the financial
statemients in accordance with apphcable UK law and regulatlons

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 Geénerally
" Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law) including Financial
Reporting Standard 101. ‘Reduced Disclosure Framework’. Under comipany law the directors must not approve
the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the
company and the profit or loss for that period. In preparing these financial statements, the directors are required
to: ’ -

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

.« state whether applicable United Kingdom accounting standards have been followed subject to any
‘material departures. dlsclosed and explained in the ﬁnancml statements; and

s pr epare the financial statements on the going concern basis unless it is inappropriate to presume that
the company will continue in busmess

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 othel irregular mes

The diiectors confirm that they have complied with these 1equ1rements and, havmg a reasonable expectation

that the company has adequate resources to continue in-operational existence for at least the next 12 months

from the date these financial statements were approved continue to adopt the going concern basis in plepﬂl ing
. the financial statements.
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INDEPENDENT AUDITOR'S REPORT

TO THE MEMBERS OF EXPLORATION SERVICE COMPANY LIMITED

Report on the audit of the financial statements
Opinion )
In our opinion the financial statements of Exploratron Service. Company Limited (the company) ,

+  give a true and fair view of the state of the company’s affairs as at 31 December 2018 and of its profit for the

- year then ended,;
*  have been properly prepared in accordance wrth United ngdom Generally Accepted Accounting Practice,
including Financial Reporting Standard 101 “Reduced Disclosure Framework”; and
*  have been prepared in accordance with the rcquircmcnts of the Companies Act 2006.

We have audited the financial statements which comprise:
» the profit and loss account;
"+ the statement of comprehensrve income;
+  the balance sheet;
« - the statement of changes in equity; and
«  the reldted notes | to 14.

The financial reporting frdmework that has been applied ‘in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reportmg Standard 101 “Reduced Disclosure. Framewor I (United Kingdom
Generally Accepted Accounting Practrce)

Basis for opmron

We condicted our audit in accordance with International Standards on Auditing (UK) (JSAs (UK)) and applrcable law.
. Our responsibilities under those standards are further described in the auditor’s responsrbrlmcs for the audit of the financial
statements section of our report.

We are independent of the company in accordance with the éthical requirements that are relevant to our audit of the financial
statements in the UK, including the Financial Reporting Council's (the ‘FRC’s’) Ethical Standard, and we have fulfilled
our other ethical responsibilities in accordance Wwith 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 are required by ISAs (UK) to report in.respect of the followmg matters where:
e the drrectors use of the going concern basis of accounting in preparation of the financial statements lS not
appropriate; or
« the directors have not disclosed in the financial statements any identified material uncertainties that may c¢ast
significant doubt about the company’s ability to continue to adopt the going concern basis of accounting for a
. ,period of at least twelve months from the date when the financial statements are authorized for issue..

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

Other information

The directors are ‘responsible for the other information. The other information comprises the mformatron included in the -
annual report, other than the financial statements and our auditor’s report thereon. Our opinion on the financial statements .

does not cover the other information and, except to the extent otherwise explicitly stated in our report we do not express
any form of assurance conclusion thereon. .

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

- 50, conS|derwhether the other information is materially incensistent with the financial staterents or our knowledge obtained

in'the audit or otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material

misstatements, we are required to determine whether there is a‘material misstatement in the financial statements-or a

" .material misstatement of the other information. If, based on the work we have performed, we conclude that there is a
material misstatement 'of this other information, we are required to report that fact. :

We have nothing-to rcport in respect of these mattc’rs.'

DV
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INDEPENDENT AUDITOR'S REPORT

ResponSIbllltxcs of directors :

As explained more fully in the statement of directors’ responsxblhtlcs the directors are responsible for the preparatlon 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
uniess the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do
$O: '

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 mater ial
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 basns of these financial statements.

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

Report on other legal and regulatory requirements

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

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

Matters on which we are required to report by exception
Under the Companies.Act 2006 we are required to report in respect of the following matters if, in our opinion:
+ adequate accounting records have not been kept, or returns adequate for our audit have not been received ﬁom
branches not visited by us; or :
« 'the financial statements are not in agreement with the accounting records and returns; or
«  certain disclosures of directors’ remuneration specified by law are not made; or
« we have not received all the information and explanations we require for our audit.

We have nothing to report in respect of these matters.

Use of our report ’ ‘

This report is made solely to the company’s members, as a body in accordance with Chaptel 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 maiters we are
required to state to them in an auditor’s report and for no other purpose. To the. fullést 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 audlt
work, for this report, or for the opinions we have formed.

Gles' Murplay

Giles Murphy (Senior Statutory Auditor) ‘ R
for and on behalf of Deloitte LLP Statutory Auditor :

A L
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’ 2018 - 2017

Note. $000 $000

Dividend income . 36,900 49,446
- Administrative expensés . (1,037) (614)

Operating profit . ‘ 35,863 - 48832

Interest receivable and similar income ‘ - A 5 2,874 1,200
Profit before taxation ‘ 38,737 50,032
Tax on profit - 6 T (3,690) (4,951)

' 35,047 " 45,081

Profit for the year

" The profit of $35,047,000
"operations.

" PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 31 DECEMBER 2018

EXPLORATION SERVICE COMPANY LIMITED

for the year ended 31 December 2018 was derived in its entirety from continuing

'STATEMENTOF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2018

There is no comprehensive income attributable lt'o the shareholders of the company other than the profit for the

year.



lDocuSign Envelope:'ID: AABADES8S5-11B2-465F-BD3E-EA751C0632A1

BALANCE SHEET

AS AT 31 DECEMBER 2018 - .

EXP,LORATION SERVICE COMPANY LIMITED

(Registered No.03947697) ‘
2018 2017
‘ Note $000 $000
Fixed assets : . , A
Investments o ' ' 4 8 69,647 69,647
Current assets: : .
Debtors: amounts falling due within one year o . 9 134,189 129,159
" Creditors: amounts falling due within one year I o 10 (115) (132)
Net current assets o ' ' 134,074 129,027
" NETASSETS e ' 203,721 198,674
Capital and resefyes _ . .
Called up share capital - _ - _ 11 - 39,119 39,119
Profit and loss account _ o ' ‘ 12 . 164,602 159,555
TOTALEQUITY ' _ : - 203,721 198,674

Authorized for issue on behalf of the Board

T M Thornton

Director
August 14, 2019

DT
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~

STATEMENT OF CHANGES IN EQUITY-

FOR THE YEAR ENDEb 31 DECEMBER' 2018

EXPLORATION SERVICE COMPANY LIMITED

Calledup  Profitand
share capital loss account

L - (Note-11) (Note 12) 4 Total

- $000 - %000 - $000

Balance at 1 January 2017 . - : o 39,119 114,474 - 153,593

Profit for the year, representing total comprehensive income - - C = 45,081 45,081
Balance at 31 December 2017 39,119 159,555 198,674

Profit for the year, representing total comprehensive income T — . 35,047 - 35047
Dividends paid . . o — (30,0000 - (30,000

Balance at 31 December 2018 - . _ 39,119 164,602 - 203,721

10 .

v
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.. NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 31 DECEMBER 2018

EXPLORATION SERVICE COMPANY LIMITED

1. - .Authorization of financial statements and statement of comphance with Financial Reporting Standard
101 Reduced Disclosuré Framework (FRS 101)

The financial statements of Exploration Sérvice Company Limited for the year ended 31 December 2018 were

“approved by the board of directors on _14th August. 2019, the balance sheet was signed on the board’s

behalf by T M Thornton. Exploration Service Company Limited is a private company, limited by shares

" .incorporated, domlcﬂed and registered in England and Wales (registered number 03947697). The company's .

registered office is at Chertsey Road, Sunbury on Thames, Middlesex, TW 16 7BP. These financial statements

were prepared in accordance with Financial Reporting Standard 101 'Reduced Disclosure Framework" (FRS
101) and the provisions of the Companiées Act 2006

- 2. ngmﬁcant accounting policies, judgements, estimates and assumptions

The significant accounting policies and cntlcal accountmg Judgements estimates and assump‘nons of the
company are set out below. .

Basis of preparatxon

These financial statements have been prepared in accordance with FRS 101. The financial statements have been
prepared under the historical cost convention. Historical. cost is generally based ‘on the fair value of the
consideration given in exchange for the assets.

The accounting policies that follow have been consistently appl ied to all years presented, except where otherwise
indicated.

+ ‘These financial statements are separate financial statements. The company has taken advantage of the exemption
under s400 of the Companies Act 2006 not to prepare consolidated financial statements, because it is included
in the group financial statemerits of BP p.l.c. Details of the parent in whose consolidated financial statements
the company is included are shown in Note 14 to the financial statements.

As permitted by FRS JOl the company has taken advantage of the disclosure exemptlons avallable under that
standard in relation to: _
(a) the requirements of IFRS 7 Financial Instruments: Disclosures
' (b) the requirements of paragraphs 91— 99 of IFRS 13 Fair Value Measurement
(¢) the requirements of paragraphs 10(d), 10(f), 16, 38A, 38B, 38C, 38D 40A, 40B, 40C, 40D, 11 l and
134 to 136 of IAS 1 Presentation of Financial Statements.
(d) the requiremerit in paragraph 38 of IAS 1 Presentation of Financial Statements to present comparatlve
information in respect of paraglaph 79(a)(iv) of TAS 1
-(€) the requirements of IAS 7 Statement of Cash Flows
() the requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in Accountmg
Estimates and Errors in relation to standards not yet effective
(g) the requirements of paragraph 17 and 18A of IAS 24 Related Party Disclosures
(h) therequirements of IAS 24 Related Party Disclosures to disclose related party transactions entered mto
between two or more members of a group, provided that any subsidiary whlch is a party to the transaction
is wholly owned by such a member

Where required, equivalent disclosures are given in the group financial statements of BP p-.l.c. The group
financial statements of BP p.l.c. are available to the public and can be obtained as set out in Note 14.

The financial statements arc pxesented in US dollars and all values are nounded to the nearest thousand dollarsl
($000), except where otherwise indicated.

1
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NOTES TO THE FINANCIAL STATEMENTS

-

Signiﬁcént accounting policies, judgements, estimates and assumptions (continued)

Critical accounting policies: use of judgements, estimates and assumptions

Inherent in'the application of many of the accounting policies used in preparing the financial stateiments is the

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

Significant judgements and estimates: impairment of investments

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

to the company’s investments. No such indicators have been identified during the current year and therefore
no impairment test has.needed to be performed. Accordingly, the recoverable amount of the investment has not
needed to be estimated, nor any assumptions made, and no sensmwty analysm has been required. Details of
the carrying value of the investments are provided in Note 8.

Significant accounting policies

Going concern

The directors have a reasonable expectation that the company has adequate resources to coritinue in operational

. Management judgement is required to determine whether an indicator of potential impairment exists in relation -

existence for at least the next 12 months from the date these financial statements were approved and the financial - -

* statements have therefore been prepared under the going concern basis.

Foreign currency
<

The functional and presentation currency of the financial statements is US dollars. The functional currency is

the currency of the primary economic environment in which an entity operates and is normally the currency in

which the entity primarily generates and expends cash.

As the company is considered to be an intermediate holding company, and thelefore an extension of its parent
company, its functlonal currency is the same as its palent company.

Transactions in foreign cuirencies are initially recorded in the functional currency by applying the rate of

ekchange.'ruling at the date of the transaction. Where this is not practical and exchange rates do niot fluctuate’

materially the average rate has been used. Monetary assets and liabilities-denominated in foreign currencies
are fetranslated into the functional currency at the spot exchange on the balance sheet date. Any resulting
exchange differences are included in the profit and loss account, unless hedge accounting is applied. Non-
monetary assets and liabilities, other than those measured at fair value, are not retranslated subsequent to initial
recognition.

12
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NOTES TO THE FINANCIAL STATEMENTS

Significant accounting policies, judgements, estimatés and assumptions (continued)

Investments

Fixed asset investments in joint ventures are held at cost. The company assesses investments for-an impairment
indicator a'ninua],ly. If any-such indication of possible impairment exists, the company makes an estimate of the
investment’s recoverable amount. Where the carrying amount of an investment exceeds its recoverable amount,
the investment is cOhsider‘ed impaired and is written down to its recoverable amount.

Whele these circumstances have reversed, the lmpanrment p1 eviously made is reversed to the extent of the
original cost of the investment.

Interests in joint arrangements

. A joint arrangement is an arrangement in which two or more parties have Jomt control. Joint control is the

contractually agreed sharing of control of an arrangement, which exists only \Vhen decisions about the le]evant
activities require the unanimous consent of the parties sharing control.

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

" Financial assets

Financial assets are recognized initially at fair value, normal ly being the transaction price. In the case of financial
assets not at fair value through profit or loss, directly attributable transaction costs aie also included.

_ The subsequent measurement of financial assets depends on their classification, as set out below. The company

derecognizes financial assets when the contractual rights to the cash flows expire or the financial asset is
transferred to a third party. This includes the derecognition of receivables for which dlscountmg arrangements
are entered into.

From 1 January 2018, the company classiﬁes its financial assets as measured at amortized cost or fair _Va’fue-
threugh profit or loss. The classification depends on the business model for managing the financial assets and
the contractual cash flow characteristics of the financial asset.

- Financial assets measured al amortized cost

Findncial assets are classified as measured at amortized cost when they are held ina busin'es_sl model the objective
of which is to collect contractual cash flows and the contractual cash flows representsolely payments of principal

" and interest. Such assets are carried at amortized cost. This category of financial assets includes trade and other
receivables.

Impairment of financial assets measured at amortized cost’

The company assesses on a forward looking basis the expected credit losses associateéd with financial assets
classified as measured at amortized cost at each balance sheet date. Expected credit losses are measured based
on the maximum contractual period over which the company is exposed to credit risk. Since this is typically
less than 12 months, thete is no significant difference between the measurement of 12-month and lifetime

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

is a function of the probability of default; loss given default and exposuie at default. The expected credit loss
is estimated as the difference between the asset's carrying amount and the present value of the future cash flows
the company expects to receive, discounted at the financial asset's original effective interest rate. The carrying ‘
amount of the asset is adjusted, with the amount of the lmpalrment gain or loss recognized in the profit and
loss account.
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2.

NOTES TO THE FINANCIAL STATEMENTS

Significant accounting policies, judgements, estimates and assumptions (continued)
Impairment of financial assets measured at amortized cost (contihued)

A financial asset or group of financial assets classified as measured at amortized cost is consideréd to be credit-
impaired if there is reasonable and supportable evidence that orie or more events that have a detrimental impact
on the estimated future cash flows of the financial asset (or group of financial assets) have occurred. Financial

assets are written off where the company has no reasonable expectation of récovering amounts due.

Financial liabilities

~ The measurement of financial liabilities is as follows:

Financial liabililies measured at amortized cost . . . ,
Financial liabilities are initially recognized at fair value, net of directly attributable transaction costs. For interest-
bearing loans and borrowings this is typlcally equivalent to the fair value of the proceeds received net of issue
costs associated with the borrowing.

Aﬁe1 initial recognition, these financial liabilities are subsequently measured at amortized cost. This categm y
of financial liabilities includes trade and other payables and finance debt.

. Offsetting of financial assets and liabilities

Financial assets and liabilities are presented gross in the balance sheet unless both of the following criteria are
met: the company currently has a legally enforceable right to set off the recognized amounts; and the company
intends to either settle on a net basis or realize the asset and settle the liability simultaneously. 1f both of the
criteria are met, the amounts are set off and presented net. A right of set off is the company’s legal right to settie
an amount payable to a creditor by applying against it an amount receivable from the same counterparty. T_he_
relevant legal jurisdiction and laws applicable to the relationships between the parties are considered when
assessing whether a current legally enforceable right to set off exists. '

Taxation

“Income tax i$ técognized in the profit and loss account, except to the extent that it relates to items recognized
in other. comprehensive income or directly in equity, in which case the related tax is 1ecogmzed in other

comprehensive income or directly in equity.

Current tax is based on the taxable profit for the period. Taxable profit differs from net profit as reported in the
profit and loss account because it is determined in accordance with the rules established by ‘the applicable
taxation authorities. It therefore excludes items of income or expense that are taxable or deductible in other
periods as well as items that are never taxable or deductible. The company’s liability for current tax is calculated
using tax rates and laws that have been enacted or substantively enacted by the balance sheet date.

Where tax treatments are uncertain, ifitis considered probable that ataxation authority will accept the company's
* proposed tax treatment, income taxes are recognized consistent with the company's income tax fi lmgs Ifitis
not considered probable, the uncertainty is reflected using either the most likely amount or an expected value
depending on which method better predicts the resolution of the uncertainty.

Interest income

Interest income is recognized as the interest accrues.

14.
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. NOTES TO THE FINANCIAL STATEMENTS

2.  Significant accounting policies, judgements, estimates and assumptions (continued)
Dividend.income

Dividend income from investments is recognized when the shareholders’ right to receive the payment is
established. ‘ ‘

Dividends payable

Final dividends are reéérded in the financial statements in the year in which they are approyed by the company’s
shareholders. Interim dividends are recorded in the year in which they are approved and paid.

Impact of new International Financial Reporting Standards
The company adopted two new ac'counting standards issued by the IASB with effect from | January 2018,
IFRS 9 ‘Financial instruments’ and IFRS 15 ‘Revenue from contracts with customers’. There are no other new
or amended standards or interpretations.adopted during the year that have a significant impact on the financial
statements. : ’

The adoption of IFRS 9 and IFRS 15 has had no material impact on the company's financial statements.

3. Operating profit

“This is-stated after cHarging:

2018 - 2017
) , $000 $000
Foreign exchange loss A 7 - 6
4.  Auditor’s remuneration
2018 2017
: ) . $000 $000
Fees for the audit of the company . : 12 13

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

5. . Interest receivable and similar income

2018 . 2017 -

$000 : $000

Interest income from amounts owed by group undertakings - 2,874 ' 1,138
Interest income from joint ventures : ' . — 62
' ' ' 2,874 1,200

15
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. NOTES TO THE FINANCIAL STATEMENTS

Tax_at'ion
The ¢Qmpany is a member of a group for the purposes of relief within Pait 5, Corporation Tax Act 2010.

The taxation charge inthe profit and loss account is made up as follows:

. . : 2018 - 2017
Current tax o ’ N ; $000 $000
Overseas tax on income for. the year . . 3,690 . 4,951
Total current tax charged : _ R 3,690 4.951

Reconciliation of the effective tax rate

“The tax assessed on the profit for the year is lower than the standard rate of corporation tax in the UK of 19%
for the year ended 31 December 2018 (2017 19.25%). The differences are reconciled below: .

2018 - 2017
L A $000. $000
Profit before tax . : _ 38,737 50,032 - .
Tax charge ) . , L 3,690 4,951
Effective tax rate A _ ' : 10% " 9.90% -
2018 2017 -
: : 4 % - %
UK corporation tax rate: : - : - 19 19.25
Incréase / (decrease) resulting from: ' _ _
Nondeductible expenditure S . o —_ . 0.03
" Qverseas tax | . o i0 9.90
Free group relief ' ‘ ' : ) - (0.25)
Dividends not subject to UK tax -~ . , (18) (19.03)
- Effective tax rate o ‘ 10 990

The neconcnmg items shown above are those that arise for UK corporation tax purposes, rather than overseas
tax purposes. »

Change in corporation tax rate_

The UK corporation tax rate reduced to 19% with effect from 1 April 2017, and will further reduce to 17%
from 1 April 2020.

Directors and em,p‘loyees
(a) Remuneration of directors

None of the directors received any fees or xemuneratlon for quallfymg services as a director. of the company
during the financial year (2017 $N1l)

- (b) Employee costs

The company had no employees.du‘ring'the'year (2017 None).

UT
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NOTES TO THE FINANCIAL STATEMENTS

Investments
Investment in
: ' : ' o E joint ventures
Cost . ' X ’ ’ ' $000
At 1 January 2017 R C A , : . 69,647
At 31 December 2017 . ‘ 69,647
At1January 2018 . ' 69,647

At 31 December 2018 _ o . 69,647

Net book amount

At31 December2018 o A 69,647
'A.t3IDecember20]7 : 69.647 ‘

The investment in joint venture is stated at cost less provision for impairment.
Thie investment in the joint venture is unlisted.

.The. jdint venture of the company at 31 December 2018 and the percentagé of equity capital held are set out
below. The principal country of operation is generally indicated by the company 's country of incorporation or
.by its name. :

All voting rights are equal to percentage of share capital owned unless otherwise noted below,

Company name Class of-share % Registered address - Principal activity
: held :

Aflas Methano!

37 Maracaibo Drive, Point Lisas
Compa'ny Unlimited

Industrial Estate,Couva, Trinidad, "W.l Gas Production

Ord ii_nary shares

" The company lecelvcd dividends, net of withholding tax, of $33 210,000 from Atlas Methanol Company
Unlimited in 2018 (2017 $44,501,400).

The Board of Inland Revenue (BIR) of Trinidad and Tobago issued assessments against Atlas Methanol

Company Unlimited ("Atlas") in respect of the 2005, 2006, 2007, 2008, 2009, 2010, 2011 and 2012 financial -

~ years. All subsequent tax years remain open to assessment. The assessments relate to the pricing arrangements
of certain long-term fi \ed-pl ice sales contracts telated to methano] produced by Atlas that extend to 2014 and
2019.

Atlas has’ lodged objections to the assessments. Based on the merits of the case and Iegal inter pretatlon
management believes its posmon should be sustamed ~

Debtors

Amounts falling due within one year:

2018 2017
- S » 3000 . $000.
Amounts owed from fellow subsidiaries ' : : 134,189 129,159

17
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10.

11.

12.

13.

.. NOTES TO THE FINANCIAL STATEMENTS

Creditors L ' . o

. Amounts falling due Within.one year:

2018 2017

: ' e $000 $000
Amounts owed to fellow subsidiaries - : . S 115 _ 132
Called up share capital

2018 2017
$000 - $000
Issued and fully paid: :
24,329,401 ordinary shares of £1 each for a total nominal value of . o '
£24 329,401 - v o 39,119 39,119
Reserves
Called up share capztal

The balance on the called up share capital account represents the aggregate nominal value of all ordinary shares
in 1ssue : - '

Profit anid loss account :
The balance held-on this reserve is the retained proﬁts of the company

In 2018, the company paid interim ordinary dividends of $30,000, 000 (2017 $Nil). The dividend per share

was $1.23 (2017 $N|l)

Related party transactions’

- The cempany has taken advantage of the exemption contained within paragraphs 8(k) andf(j) of FRS lOlv; and

has notdisclosed transactions entered into with wholly-owned group companies or key management personnel.

During the year the'corhpany entered into transactions, in the ordinary course of business, with other related -

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

‘Related party” . . : ; Dividend Interest

-income from’
from related
related _party .
. party .
$000 $000 -

Atlas Methanol Company Unhmrted .

~ Joint Venture

_ Methanol o ' 4 : A
- 2018 N - - o . 36,900 —
2017 o , o . 49446 - 62

M
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NOTES TO THE FINANCIAL STATEMENTS
Immediate and. ultimate controlling parent undertaking

The immediate parent undertéking is BP Global Investments Limited, a combany' registeredl in England and
Wales. The ultimate controlling parent undertaking is BP p.l.c., a company registered in England and Wales,

- which is the parent undertaking of the smallest and largést group to consolidate these financial statements. -
- Copies of the consolidated financial statements of BP p.l.c. can be obtained from lts registered address: 1 St

James’s Square, London SW1Y 4PD.
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