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BP PIPELINES (TANAP) LIMITED
(Registered No.08812651)

ANNUAL REPORT AND FINANCIAL STATEMENTS 2018

Board of Directors: J Freeman ‘
RVG Jones

The directors present the strategxc report their report and the audited ﬁnanc1a1 statements for the year ended
31 December 2018.

STRATEGIC REPORT
Results

The loss for the year after taxation was '$5 103,000 which, when deducted from the retained profit brought
forward at 1 January 2018 of $6,998,000, glves a total accumulated profit carried forward at 31 December 2018
of $1, 895 000. _ :

Principal activities and review of the business

BP Pipelines (TANAP) Limited ("the company") was formed on 12 December 2013. In 2015, the company

_ - purchased 12% of shares in TANAP Dogalgaz Iletim A.S. (“TANAP”), which was established for the
;. .construction and operation of the Trans Anatolian Pipeline (“TANAP Pipeline”), which will be a central part

" of the Southern Gas Cortridor (“SGC”). SGC will connect the Shah Deniz gas field in Azerbaijan to Europe:
“through the expanded South Caucasus Pipeline (“SCPX”), TANAP Pipeline and the Trans Adriatic Pipeline
(“TAP Pipeline”). SCPX will export gas from Sangachal terminal near Baku, Azerbaijan, through Azerbaijan

and Georgia to the Georgia-Turkey border. TANAP Pipeline will connect with SCPX at the Georgia-Turkey
border and will have two take-off points to deliver gas to BOTAS Petroleum Pipeline Corporation ("BOTAS"),

the state owned company in Turkey. TAP Pipeline will continué from Turkey-Greece border through Greece °

and Albama and will end'in Italy.

The TANAP Plpelme is approx1mate1y 1,800 km long with the desrgned capacity of 16 billion cubic metres of
" . natural gas per year. TANAP Pipeline is at finalisation of construction stage. The phase 0, gas delivery to BOTAS
- from Eskisehir was completed and activated on 30 June 2018 and phase 1 of the project, gas delivery to Europe .
from Greece Border, is anticipated to be completed in 2019. The project will be operatlonal for a period of 49
years from the effective date of the Host Government Agreement The pipeline is expected to cost about $6.5

- billion. -

The construction of the TANAP Pipeline contmued durmg 2018 with investment costs of $6.4 billion (2017:
~.$5.4 billion) incurred from the beginning of the construction. In 2015, TANAP entered into long- -term loan
agreements with shareholders, under which the shareholders should make available to TANAP a loan at the
ratio of 50% of total project investment costs. Contribution to loan from each of the shareholders is based on
its equity share in TANAP. Remaining project funding will be achiéved via shareholder equity investment. . .

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

2018 2017 = Variance
C . : $000 $000 %.
" Operating loss N (14,592) 93). 15,590
| (Loss) / profit for the ye (5,103) . 4272 . (219).
, ' , 19/09/2019 #321 o
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STRATEGIC REPORT

Principal activities and review of the business (continued)

During the year, the company reported a share of associate’s loss of $14,554,000 (2017 share of associate’s loss

- of $53,000) which resulted in an operating loss. The company also reported higher interest expenses on loans
from group undertakings in 2018 of $17,667,000 (2017 $11,378,000), which was offset by the increase in
interest income from loans to associate of $27,508,000 (2017 $18,124,000). This contnbuted to the overall loss .
for the year. : :

" During the year the company issued 22 ,618,740 ordinary shares of $1 each for a total nommal value. of
$22,618, 740 to the parent company at par value for fundmg the add1t10na1 equity.

: A.Pri‘ncipal risks and uncertainties ‘

'T‘he company aims to deliver sustainable value: by identifying and responding successfulily to risks. Risk
management is integrated into the process of planning and performance management for the BP group.

“The risks listed below, separately or in combination, could have a material adverse effect on the implementation
ofthe company’s strategy, business, financial performance, results of operations, cash flows, liquidity, prospects,
shareholder value and returns and reputation. Unless stated otherwise, further 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.

: Strate'glc and commercial risks

~

Geopolttlcal '
" The company is exposed to a range of political developments and consequent changes to the operatmg and
* . regulatory environment: .

~ The impact of the UK''s exit from the EU : :
Following the referendum in 2016, BP has been assessing the potential impact of Brexit 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 ‘monitor developments in this area in line with group. risk
management processes and procedures :

" Liquidity, financial capacrty and financial, mc:‘udmg credit, exposure :
Failure to work within the group ’s ﬁnancral framework could impact the company’s ability to operate and result
- in financial loss. '

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

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

¢

Compliauc’e and control risks :

Regulatwn : :
Changes in the regulatory and legzslatzve envzronment could increase the cost of complzance

* Ethical misconduct and non-compltance :
Ethical misconduct or breaches of applicable laws by the company’s businesses or its employees could be A
damagmg to its’ reputatron and could result in lmgatlon regulatory actlon and penaltres
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- Compliance and control risks (eontinued)

Reportmg o :
Failure to accurately report the company s data could lead to regulatory actlon legal hablhty and- reputatlonal
damage. = :
: ¢
* Financial risk management _

The company is exposed to a number of different financial risks arrsmg from natural business exposures as

well as its use of financial instruments mcludmg market risks relating to commodity prlces foreign currency

exchange rates and interest rates; and liquidity risk. Further details on these financial risks are included w1th1n-
. Note 29 of the BP group Annual Report and Form 20-F for the year ended 31 December 2018.

"Authorized f_or issue by Order of the Board -

DocuSigned by£
(,Wmas
~——02DCOBS92A9A4AL...
For and on behalf of
Sunbury Secretaries Limited
‘Company Secretary '

September 17,2019 2919

.Registered Office: .

Chertsey Road
Sunbury on Thames
Middlesex. ‘
TW16 7BP -
United Kingdom
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' ' DIRECTORS' REPORT

BP PIPELINES (TANAP) LIMITED
Directors . '
The present directors are listed on page 1.

J Freeman and R G J ones served as. dlrectors throughout the financial year. Changes since 1 J anuary 201 8 are

as follows .
_ | o Appointed Resigned
B M Puffer - : ' ' — 6February 2018

 Directors' indemnity -
- The company indemnifies the directors in its Articles of Association to the extent allowed under section 232

of the Companies Act 2006. Such qualifying third party mdemmty provisions for the benefit of the company s
directors remain in force at the date of this report :

" Dividends

The company has not declared any d1v1dends durlng the year (2017 $N11) The directors do not propose the-
payment of a dividend. :

Financial mstrume‘nts :

In accordance with section 414C of the Companies Act 2006 the direotors have included information regarding =
 financial instruments as required by .Schedule 7 (Part 1.6) of the Large and Medium-sized Companies and '
Groups (Accounts and Reports) Regulations 2008 in the strategic report under Financial risk management.

Post balance sheet events
_- After the balance sheet date the company subscribed for in aggregate 168,000,000 ordinary shares of Turkish
Lira 1 each in TANAP Dogalgaz [Ietim A.S. for cash consideration of $24,360,000. In addition, the company
- received loans from BP International Limited for an aggregate amount .of $24,360,000 and made loan
contributions in TANAP Dogalgaz Iletim A.S. for an aggregate amount of $24,360,000.
Future developments
The -di.rectors consider that, despite the uncertainties deriving from the current economic environment and the
loss reported for the year, 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

It is the intention of the directors that the busmess of the company w111 corntinue for the foreseeable future.
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Directors’ statement as to the disclosure of information to the auditor

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

+ To the best of each director’s knowledge and belief, there is no information relevant to the preparatlon of
" the auditor's report of whlch the company ’s audltor is-unaware; and »

. Each director has taken all the steps a diréctor might reasonably be expected to have taken to be aware of
. ‘relevant audit information and to establrsh that the company’ ’s audltor 1s aware of that 1nformat10n

" Authorized for issue by Order qf the_Board _

DocuSlgned by:

CTh,oms

020C0B592A9A4A4,

" For and on behalf of
Sunbury Secretaries Limited
*. Company Secretary

- September 17,2019 51g

Registered Ofﬁce: '

. Chertsey Road - 4 _ .
- Sunbury on Thames : ' . 3 o . o S
- Middlesex . S S : ~ ,
TW16 7BP
United Kingdom
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT
OF THE FINANCIAL STATEMENTS

BP PIPELINES (TANAP) LIMITED

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

Company law requires the directors_pto' prepare financial statements for each financial year. Under that law the =
. directors have elected to prepare the financial statements in accordance with United Kingdom Generally

Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law) including Financial

Reporting Standard 101 ‘Reduced Disclosure Framework’. Under company law the directors must not approve

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

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

. state whether applicable United Kingdom accountmg standards have been followed, subject to any
: materlal departures disclosed and explained in the ﬁnanmal statements; and

« . prepare the financial statements on the going concern basns unless it is 1nappropr1ate 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 respon51ble for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities. : :

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

. TO THE MEMBERS OF BP PIPELINES (TANAP) LIMITED

Opinion :
In our opinion the financial statements of BP Pxpehnes (TANAP) Limited ("the company")
+  give atrue and fair view ‘of the state of the company ’s affairs as at 31 December 2018 and of its loss for the year
then ended,;
+  have been properly prepared in accordance with Umted Kingdom Generally Accepted Accounting Practice,
, including Financial Repotting Standard 101 “Reduced Disclosure Framework”; and
¢ have been prepared in accordance with the re,quirements ‘'of the Companies Act 2006.

We have audited the financial statements which compnse
«  the profit and loss account; : :
* the statement of comprehenswe income;
+  the balance sheet;
+ the statement of changes in equlty, and
+ . the related notes 1 to 16.

The financial reporting framewo'rk that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 101 “Reduced Disclosure Framework” (Umted ngdom B
- Generally Accepted Accountlng Practlce) -

Basns for opinion .

. We conducted our audit in accordance with International Standards on Audltmg (UK) (ISAs (UK)) and apphcable law
Our responsibilities under those standards are further described in the auditor’s respon51b111t1es for the audit of the financial
statements section of our report.

We are independent ofthe company in accordance with the ethical requirements that are relevant to our audit of the financiat

statements in the UK, including the Financial Reporting Council's (the ‘FRC’s’) Ethical Standard, and we have fulfilled

our other ethical responsibilities in accordance with these requirements. We believe that the auditevidence we have obtamed
© s sufﬁcrent and appropnate to provide a basis for our opinion.

Conclusions relatmg to going concern
We are requlred by ISAs (UK) to report in respect of the followmg matters where :
*  the directors’ use of the going concern basis of accounting in preparation of the financial statements is not .
appropriate; or
+ - the directors have not disclosed in the ﬁnanc1al statements any 1dent1ﬁed materlal 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 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 compnses the information included in the
-annual report, other than the financial statements arid 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 concluswn thereon. , :

In connection with our audit of the financial statements, our respon51b111ty is to read the other mformatlon and, in doing
5o, consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained

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

misstatements, we are required to determine whether. there is a material misstatement in the. financial statements or a
‘material misstatement of the other information. If, based on the ' work we have performed, we conclude that there is a
material mlsstatement of this other mformatlon we are requlred to report that fact.

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

bl
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‘ 'INDEPENDENT AUDITOR'S REPORT

Responsibilities of directors

As explained more fully in the statement of directors’ respon51b11mes the directors are responsrble for the preparation of

the financial staternents 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 rmsstatement

whether due to fraud or error. :

In preparing the financial statements, the directors are responsible for .asses‘sing 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 of to cease operations, or have no realistic alternative but to'do
s0. ‘ ’ ' ' : : '

Auditor's responsibilities for the audit of the financial statements '
Our objectivés are to obtain reasonable assurance about whether the financial statements as d 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 ahigh level of assurance, but is not a guarantee that an audit conducted in accordance with [SAs (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 basrs of these financial statements.

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

Report on other legal and regulatory requirement§

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’ report for the financial year for which the ﬁnancral
statements are prepared is consistent with the financial statements;.and :
« the strategic report and the directors’ report have been prepared in accordance with applicable legal requrrements

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

Matters on which we are requrred to report by exceptlon
Under the Companies Act 2006 we are required to report in respect of the followmg matters 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- : :
« - the financial statements are not in agreement with the accountmg records and returns or
© ¢ certain ‘drsclosures 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 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. ' '

Docu$|gned by:
E\ ) \L/ (

373B88E42FCBA0E...
William Brooks FCA

) for and on behalf of Deloitte LLP, Statutory Auditor

London, UK -
September 18, 20192019

T
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' ' PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 31 DECEMBER 20 18

BP PIPELINES jTANAP[ LIMITED

72018 2017

| " Note $000 . - $000°
- Earnings from asseeiatee - after interest and tax 8 (14,554) (53)
Administrative expenses - . o , . oG8 @)
Operating loss o ‘ ’ S (14,592) (93)
Interest rece_iveble and similar income - o L 4 | 27,554 , 18,124
- Interest payable and similar expenses - .- o ‘ 5 - - (18,065) . (13,75"9)‘
(Loss) / profit before taxation ' : . | (5,103) . 4272
Taxonproﬁt S ‘_ A A : » .6 ' A — - —

(Loss)/profitfortheyear : S S ' (5,103)' 4,272

- The loss of 85, 103 000 for the year ended 31 December 2018 was. derived in its entlrety from continuing
operations. : A _

STATEMENT.OF COMPREHENSIVE INCOME -

_ FOR THE YEAR ENDED 31 DECEMBER 2018

There is no eomprehensive ihcome'at&ibutable to the shareholders of the c_dmpémy other than the loss for the -
year. - ' : : ' '

T
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. BALANCE SHEET

AS AT 31 DECEMBER 2018

"BP PIPELINES (TANAP) LIMITED .
- (Registered No.08812651)

© . 2018 2017

. Note $000 - $000
Fixed assets , : : - ' D
Investments . : s ' ' 8§ - 718,881 616,587
Current assets ' _ 4

" Debtors: amounts falling due within one year ‘ . ] 9 ' o— - 18,245
Cfeditoi‘s: amounté fallfng due within one year o ' o 10 (21,983) ~. (120)

Net current (liabilities) / assets T ' . o (21,983) - 18,125
TOTAL ASSETS LESS CURRENT LIABILITIES - .~ = T 696898 - 634712
Creditors: amounts falling due after more thé.n one year - - 10 (338,541) - (293,871)
NET ASSETS . . | ) o - 358357 . 340,841
Capital and reserves . : - ) o

. Called up share capital - o o o 12 - 356,462 - 333,843 ..
Profit and loss account AU ' 13 t 1,895 T 6,998 ¢
TOTALEQUITY T 7358357 - 340,841 -

4 Aufhorized for issue on behalf of the Board

DocuSigned by: ) : s ’ . ..

, @ww Frouman .
— D9708EECSEFFA4CS... ’ - :

J Freeman ‘ A

Director o

- _ 12019

- September 17, 2019

0T
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' STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2018

BP PIPELINES LANAP) LIMITED ’

Called up Profit and _
share capital  loss account .
(Note 12) - (Note 13) .~ Total

$000. -$000 $000
‘Balance at 1 January 2017 =~ ‘ o 195,352 2,726 198,078
Profit for the year, representing total comprehensive income — 4272 - 4,272
Issue of share capital ' © 138,491 - — 138,491
Balance at 31 December 2017 : ' - 333,843 6,998 340 841
‘ Loss for the year, representing total comprehenswe income A. ' — (5,103) - (5, 103)

. Issue of share capital 22,619 ‘ — 2 ,619

. Balance at 31 December 2018 : . 356,462 . 1,895 358,357 -

T

SN b
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‘ NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2018

BP PIPELINES (TANAP) LIMITED

1. Authorlsatlon of financial statements and statement of comphance w1th Financial Reporting Standard
101 Reduced Disclosure Framework (FRS 101)

The ﬁnanc1'al statements of BP Pipelines (TANAP) Limited for the year ended 31 December 2018 were approved

by the board of directors on_ 17 September 2019 and the balance sheet was signed on the board’s behalf
by J Freeman. BP Pipelines (TANAP) Limited is a private company, limited by shares incorporated, domiciled
and registered in England and Wales (registered number 08812651). The company's registered office is at
‘Chertesey Road, Sunbury on Themes, Middlesex, TW16 7BP. These financial statements were prepared in
accordance with Financial Reporting Standard 101 Reduced Dlsclosure Framework' (FRS 101) and the
provisions of the Compames Act 2006 :

2. Significant accountmg pollcles, judgements, estimates and assumptions

The significant accounting pohcles and crmcal accountmg Judgements estrmates and assumptlons ofthe company
are set out below. :

Basis of preparation

These financial statements have been prepared in accordance with FRS 101. The financial statements have been
prepared under the historical cost convention, modified to include the equity method of accounting for associates.
Historical cost is generally based on thedfair value of the consideration given in exchange for the assets.

The accounting policies that follow have been consrstently applied to all years presented except where otherwrse
indicated.

‘As permitted by FRS 101, the company has taken advantage of the disclosure exernptions available under that
standard in relation to:
(a) the requirements of [FRS 7 Financial Instruments: Disclosures
. (b) the requirements of paragraphs 91 — 99 of IFRS 13 Fair Value Measurement
(c) the requirements of paragraphs 10(d), 10(f), 16, 38A, 38B, 38C, 38D, 40A 40B,40C, 40D, 111 and 134
‘ to 136 of IAS 1 Presentation of Financial Statements
(d) the requirement in paragraph 38 of IAS 1 Presentation of Financial Statements to present comparatlve
information in respect of paragraph 79(a)(iv) of IAS 1 '
_ (e) the requirements of IAS 7 Statement of Cash Flows
(f) therequirements of paragraphs 30 and 31 of IAS 8 Accountmg Policies, Changes in Accountmg Estimates
and Errors in relation to standards not yet effective
(g) the requirements of paragraph 17 and 18A of IAS 24 Related Party Disclosures
(h) the requirements of IAS 24 Related Party Disclosures to disclose related party transactions entered into _
L between two or more members of a group, provrded that any subsidiary which is a party to the transactlon
is wholly owned by such a member
(1) the requirements of paragraphs 130(f)(u) 130(t)(m) 134(d) to 134(f) and 135(c)-135(e) of IAS. 36,
- Impairment of Assets

Where required, equrvalent disclosures are given in the group fmancral statements of BPp.l.c. The group ﬁnanclal
staternents of BP p.l.c. are available to the public and can be obtained as set out in Note 16.

The ﬁnancral statements are presented n US dollars and all values are rounded to the nearest thousand dollars ‘
($000) except where otherw1se indicated.

w T
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‘ NOTES TO THE FINANCIAL STATEMENTS

2. . Significant accounting policies, judgem_ents, estimates and assumptions (continued)
: \ N . ' .
Critical accounting policies: use of judgements, estimates and assumptions

Inherent in the application of many of the accounting policies used in preparing the financial statements is the
need for management to make judgements,.estimates and assumptions that affect the reported amounts of assets
and liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements and the .
reported amounts of revenues and expenses during the period. Actual outcomes could differ from the estimates -

- and assumptions used. The critical judgements and estimates that could have a significant impact on the results -
of the.company are set out below and should be read in conjunction with the information provrded in the Notes
to the financial statements. '

Stgmf cant judgements and estimates: tmpatrment of investments

- Determination as to whether; and how much, an investment is 1mpa1red 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 commodlty prices, including the outlook for global or reglonal market
' supply and—demand condltlons for crude oil, natural gas and reﬁned ‘products.

For value in use calculatrons future cash ﬂows are adJusted for risks specific to the cash- generatmg unit and are
discounted using a pre-tax discount rate. The pre-tax discount rate is based upon the cost of funding the group-
derived from an established model, adjusted to a pre-tax basis. Fair value less costs of disposal calculations use
the post-tax discount rate. The discount rates applied in impairment tests are reassessed each year. A '

" In cases where fair value less costs to sell is used to determine the recoverable amount of an asset, where recent
market transactions for the asset are not available for reference, accounting Judgements are made about the -

- assumptions market participants would use when pricing the asset. Fair value less costs to sell may be determined
based on similar recent market transaction data or using discounted cash flow techniques. Where discounted cash

" flow analyses are used to calculate fair value less costs to sell, the discount rate used is based upon the cost of
fundmg the group derived from an estabhshed model.

Significant accounting policies
Going concern

At 31 December 2018 the company’s balance sheet had net current liabilities amounting to $21, 983 000 due to
IFA overdraft. :

The directors consider it appropriate to-prepare the financial statements on a going concern basis as, despite the - -
uricertainties deriving from the current economic environment, the company is.in an overall net assets position.
-and therefore will be able to meet its liabilities as they fall due for at least the next 12 months from the date these
ﬁnancral statements were approved.

. 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 entlty pnmanly generates and expends cash

Transactions in foreign currencies are initially recorded in the functional currency by applying the rate of exchange.
ruling at-the date of the transaction. Where this is not practical and exchange rates do not fluctuate materially the

- average rate has been used. Monetary assets and liabilities denominated in foreign currencies are retranslatéd
into the functlonal 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: hablhtres
other than those measured at fair value are not retranslated subsequent to initial recognltlon

DI
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2.

NOTES TO THE FINANCIAL STATEMENTS

Signiﬂcant accounting policies, judgements, estimates and assumptions'(continued)
Investments
Investments in associates are accounted for using the equity method. The company assesses investments for an

impairment indicator annually. 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 investrnent is considered impaired and is written down to its recoverable amount.

- Where these circumstances have reversed, the 1mpa1rment prev1ously made is reversed to. the extent of the original

cost of the investment.

Interests in-associates , ,
An associate is an entity over-which the company has significant influence, through the power to participate in
the financial and operating policy decisions of the investee, but which is not a subsidiary or a joint arrangement.

The results, assets and liabilities of associates are incorporated in these financial statements using the equity
method of accountmg :

- Equity method of accountmg

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

. comprehensive income. The company’s share of amounts recognized directly, in equity by an equlty accounted

entity is recognized directly in the statement of changes in equity.

“ The distribution to shareholders of profit attributable to an equity-accounted entity is limited by the'Compenies-

Act 2006, to the amount of any dividends receivable or received from the equity-accounted entity.

 Financial statements of equity-accounted entities are prepared for the same reporting year as the company. Where '

material differenices arise in the accounting policies used by the equity-accounted entity and those used by the
company, adjustments are made to those financial statements to brmg the accounting policies used into line w1th

those of the company.

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

The companyassesses mvestments in equity-accounted entities for impairment whenever there is objectlve
evidence that the investment is impaired. If any such objective evidence of impairment exists, the carrying amount

of the investment is compared with its recoverable amount, being the higher of its fair value less costs of disposal '

and value in use. If the carrying amount exceeds the recoverable amount, the 1nvestment is written down to its
recoverable amount. :

The company ceasés to use the equity method of accounting from the date on which it no longer has joint control
over the joint venture or significant influence over the associate, or when the interest becomes cla551ﬁed as an

- asset held for sale.

)T
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NOTES TO THE FINANCIAL STATEMENTS '

2. Significant accountingl‘policies, judgements, estimates and assumptions (continued)
Financial assets

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

" The subsequent ‘r'neas_nrement of ﬁnanei_al 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 recelvables for which dlscountmg arrangements are entered

into. : =

.From 1 January 2018, the company classifies its financial assets as measured at amortized cost or fair valuel
through profit or loss. The classification depends on the business model for managmg the financial assets and'
the contractual cash flow characteristics of the ﬁnanmal asset. :

Financial assets measured at amortized cost :

‘Financial assets are classified as measured at amortized cost when they are held in a business model the objective .
of which is to collect contractual cash flows and the contractual cash flows represent solely payments of principal .
and interest. Such assets are carrled at amortized cost. ThlS category of financial assets includes trade and other
receivables.

Impa_irment of financial assets measnred at amortized cost

The company assesses on a forward looking basis the expected credit losses associated 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, there 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 exposure at default. The expected credit loss is estimated as
“the difference between the asset's carrying amount and the present value of the future cash flows the company
expects to receive, discounted at the financial asset's original effective interest rate. The carrying amount of the
asset is adjusted, with the amount of the impairment gain or loss recognized in the profit and loss account..

Financial liabilities
The measurement of ﬁnanciai liabilities is as fbllows:'

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

After initial recogniﬁbn, these financial liabilities are subsequently measured at amortized cost. This category of -
financial liabilities includés 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 séttle the liability 51multaneously If 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 settle -
an amount payable to a creditor by applying against it an amount receivable from the same counterparty.

b
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'NOTES TO THE FINANCIAL STATEMENTS

2.  Significant accounting policies, judgements, estimates and assumptions (continued)
Offsetting of financial assets and liabilities (continued)

The relevant legal jurisdiction and laws applicable to the relatlonshlps between the parties are considered when
assessmg whether a current legally enforceable right to set off exists.

Taxation -

Income tax is recognized in the profit and loss account, except to the extent that it relates to items recognized in
other comprehensive income: or directly in equrty, in which case the related tax is recognized in other
comprehenswe income or d1rect1y in’ equlty :

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 éxcludes 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 substantlvely enacted by the balance sheet date

Where tax treatments are uncertain, ifitis cqnsidered probable that a taxation authority will aceept the company's
proposed tax treatment, income taxes are recognized consistent with the company's incomé tax filings. If it is 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.
Finance costs

+ All finance costs are recognized in the proﬁt and loss account in the period in which they are incurred.
Impact of new International Financial Reporting Standards

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

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

- 3. Auditer’s remuneration

2018 2017

: : : v $000 $000
Fees for the audit of the cempany o . 24 38

- Fees paid to the company's auditor, Deloitte LLP (2017 Emst & Young LLP), and its associates for services

“other than the statutory audit of the company are not disclosed inthese financial statements since the consolidated

financial statements of BP Pipelines (TANAP) L1m1ted s ultimate parent BPp.lc.,are requlred to dlsclose non-
audit- fees on a consolidated basis. .

oI
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NOTES TO THE FINANCIAL STATEMENTS

Interest receivable and similar income

2018 - 2017

$000 $000.
Interest income from amounts owed by group undertakmgs ' ‘ ‘ 46 - —
Interest income from loans to associate - - ) , o . 27,508 18,124
Total interest receivable and similar income ' ' - 27,554 18,124 ;
‘Interest payable and similar expenses A _
12018 - 2017 .
$000 '$000
" Intérest expense on: - ' . )
Overdrafts from group undertakmgs ' o R 398 2,381
Loans from group undertakings I ' 17,667 ¢ 11,378

' 18,065 - 13,759

. Taxetion ‘

- The company is a member of a group for the purposes of relief within Part 5, Corporation Tax Act 2010.
(a) Reconéiliation of the effective tax rate

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

2018 2017
. R - . o $000 $000
(Loss) / profit before tax : o : A (5,103) 4,272
" Tax charge / (credit) ' — L
‘Effective tax rate - - i ) ‘ o R V3 N 72
2018 . 2017
. : ~ : , 4 _ " % ' %
UK corporation tax rate: - : o S 19 . 19.25
Increase / (decrease) resulting frorn: : o ‘ : ,
Non-deductible expendlture / (non-taxable mcome) - ' ' (54) 024
Free group relief : _ 35 (19.49)

Effective tax rate - , T — .

Change in corporation tax rate
The UK corporation tax rate reduced to 19% with effect from 1 April 2017, and will ﬁJ.rther reduce to 17% :

from 1 April 2020.
Directors and employees
(a) Remuneration of directors

None of the dlrectors recelved any fees or remuneratlon for quallfymg services as a dlrector of the company
during the ﬁnanmal year (2017 $N11)

(b Employee costs
The coi_npany had no employees‘dl'lring the year (2017 None). -

)T
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NOTES TO THE FINAN CIAL STATEMENTS

8. ' Investments

Investment in , } ,
associates Loans to associates Total

Cost - ’ : $000 S $000 © $000-
At January 2017 .~ - 195,568 204,468 400,036
Loan contributions in associate ~ C— o 99,240 99,240
‘Loan interest in associate ) ' : — 18,124 18,124
Equity contributions in associate - o ©99,240 = 99,240
' Share of associate's loss " (53) I . 53) - .
© At 31 December 2017 ‘ , ' - 294,755 321,832 : © 616,587
At 1 January 2018 - . , C 294,755 - 321,832 . 616,587 .

' Loan contributions in associate o - 44,670 : : 44,67_0
Loan interest in associate : . — ' 27,508 . : 27,508
Equity contributions in associate ' o -~ 44,670 , o — 44,670
Share of associate's loss = ' (14,554) o — : (14,554)
At 31 December 2018 o 324,871 394,010 - © 718,881
Net book amount : : oo
At 31 December 2018 : o 324,871 - 394,010 : 718,881
At 31 December 2017 . § 294,755 321,832 616,587

The investments in associates are presented under the equity accounting method. Additions and disposals-
represent.amounts paid or received for associate investments during the period. '

The investments in the as‘sociated’undertakings are unlisted.

The associate undertaking of the company at 31 December 2018 and the percentage of equity capital held are
 setoutbelow. The principal country of operatron is generally indicated by the company's country ofincorporation

or by its name:

All voting rights are equal to percentage of share capital owne_d unless otherwise noted below.

Associated undertakings

Company name - ‘Classof % Registered address Principal activity
oo : ' : share held ' o : - R
TANAP Dogalgaz lletim A.S. Ordinary = 12 Kizilirmak Mahallesi, ' Natural gas
. _ S _ Ufuk Universitesi Caddesi . . transportation
Farilya Business Center No. 8, - :
" Cukurambar

Cankaya, Ankara, Turkey.

: Desprte the fact that the company has only 12% of ownership in TANAP, the directors believe that the company
has significant influence over TANAP’s activities. The company participates in policy setting and decision
making through having one representative at the TANAP Board of Directors and also has a permanent member
in each of the four Committees (Techmcal Contract Finance and Audit Committees).
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NOTES TO THE FINANCIAL STATEMENTS '

8.

Investments (continued)

TANAP Dogalgaz Tiétim A .

‘Sales -
Cost of sales

Gross profit

Profit and loss account

- Earnings from associates - °
after interest and tax

The folloWing table provides aggregated s'umfna;ized financial information for the company’s associates as it
relates to the amounts recognized in the profit and loss account and on the balance sheet..

Balance sheet

Investments
n associlates

2018 2018 - 2017
$000 T $000 $000 -
(14,554 718,881 616,587

General administrative expense
Other operating income
~ Other opérating expense
Operating profit / (loss) -

Financial (expenses) /1 mcome

" Loss before taxation’

Taxation .

~ Net loss for the year

Non-current assets
Current assets 4
" -Total assets”

Current liabilities
Non-current liabilities
Total liabilities

Net assets

Add: Loan from shareholders - |

19

The following table provides summarized financial information relating to TANAP Dogalgaz IIetifn AS..
Y T . . s

2018 12017
$000 "~ $000
Gross Gross
71,610 —
(51,656) —
19,954 —
-(13,482) - —
154 ~323
(2,175) (2,044) .
4,451 (1,721)
(84,953) - 1,275
(80,502) (446) .
- (5,392) =
"~ (85,894) (446) -
6,392,007 5,419,380
55,447 98,007
6,447,454 5,517,387
(395,672) (351,746)
(3,312,415) (2,712,630)
(3,708,087) (3,064,376)
12,739,367 2,453,011
3,283,392 2,681,908 -
- 6,022,759 5,134,919

0T
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NOTES TO THE FINANCIAL STATEMENTS

8. Investments (continued)

Summarized financial 1nformat10n relating to the company’s share of TANAP Dogalgaz [letimA.S.' s proﬁt and

‘loss and balance sheet i is shown below.

Sales
Cost of sales
Gross profit .
General administrative expense
. Other operating income

Other operating expense
Opérating profit / (loss)
Financial (expense) / income
Loss before taxation
Taxation :

* Net loss for the year

‘Non-current assets
Current assets
* Total assets

Current liabilities
Non-current liabilities
: Total liabilities

Net assets

Add Loan from shareholders

Accounting Pohcy adjustments
" Other adjustments*

2017

3y -

2018
~$000 ~ - $000
' BP share " BP share
8,593 _
(6,199) —
2,394 .. —
(1,618) —
19 - .- 39
- (261) (245) -
T 534 ~(206) .
(10;194) 153
" (9,660)
| (647) —
(10,307) (53) -
767,041 650,326
. 6,654 11,761
773,695 662,087 -
(47,481) (42,210)
(397,490) (325,516)
(444,971) (367,726)°
328,724 294,361
.394,007 - 321,829
(4,247) -
397 397
718,881 616,587

*Impéét of historical interest on equity paid at initial acquisition and pre-acquisition ‘r_etained‘ earnings portion.

9. Debtors |

Amounts falling due within one year:

Amorrnts-qwed from parent undertakings
Other debtors

2017

2018
~ $000 $000
— . 18243

18,245

. 20
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10.

1.

12.

13.

* Amounts falling due after one year:

NOTES TO THE FINANCIAL STATEMENTS

Creditors

Amounts falling due ‘within one year:

2018 2017
| - | D | 5000 $000
‘Amounts owed to parent undertakings : ' : o 21,983 120

- The arnount 0f $21,983 '000 comprises from -$2l 927,000 of IFA'ove'rdraft which is in line with company' s normal A

operation, and $56,000 of the loan interest payable to BP Intematlonal L1m1ted The interest due is currently pald )
on.a quurterly basis. :

2018 . 2017

| - T . - $000 7$000
~ Loans from group undertakings (Note 11) . o - 338,541 293,871
" Total creditors B | . , : o 360,524 293,991
Loans
Loans repayable, included within creditors, are analysed as follows: .
‘After 5 years |
‘ 2018 2017
- - | - $000 .. $000
- Repayable by instalments : : o : 338,541 ° 293,871

Interest rates on borrowings repayable partly more than five years from 31 December 2018 are defined as -
‘LIBOR plus 3.21% (2017 3.21%). As per loan agreement between the company (the borrower) and BP

. International Limited (the lender), the total facility value is $1 billion with availability and repayment period

until 31 December 2036. However, as may be agreed between pames prepayment is allowed as well.

Called up share capltal :
2018 2017 -
$000 . $000
Issued and fully paid:
4 356,461,800 (2017 333 ,843,060) ordmary shares of$l each for a total ' L
nominal value of $356, 461 800 (2017 $333,843 060) o o 356,462 ' 333,843

On 20 November 201 8,22 618 740 ordlnary shares of $1 each for a total nommal value- of $22,618,740, were
allotted to the parent company at par value.

-Reserves

Called up share capztal
The balance on the called up share capital account represents the aggregate nommal value of all ordinary shares
in issue. : A

Profit and loss account :
The balance held on thlS reserve 1s the accumulated losses of the company

0T
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NOTES TO THE FINANCIAL STATEMENTS

14. Related party transactlons

The company has taken advantage of the exempt1on contained within paragraphs 8(k) and (j) of FRS 101, and
has not disclosed transactions entered into with wholly- -owned group companies or key management personnel.
There were no other related party transactions in the year. There were no other related party transactlons in the
year apart from equity and loans to assoc1ate as disclosed in Note 8. '

15. Post balance sheet events

After the balance sheet date the company subscribed for in aggregate 168,000,000 ordinary shares of Turkish -
Lira 1 each in TANAP Dogalgaz iletim A.S. for cash consideration of $24,360,000. In addition, the company

. received loans from BP International Limited for an aggregate amount of $24,360,000 and made loan_
contributions in TANAP Dogalgaz [Tetim A.S. for an aggregate amount of $24,360,000.

16. Immedlate and ultimate controlhng parent undertaking -
The 1mmed1ate parent undertakmg is. BP Exploratlon Operating Company lelted a company reglstered 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 largest group to consolidate these financial

statements. Copies of the consolidated financial statements of BP p.lc. can be obtained from its reglstered'
address: St James s Square, London SW1Y 4PD

L
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BP PIPELINES (SCP) LIMITED
(Regrstered No. 04446121)

. ANNUAL REPORT AND FINANCIAL STATEMENTS 2018

" Board of Directors: J Freeman ‘
: R G Jones

The directors:present the strateglc report thelr report and the audlted financial statements for the year. ended
31 December 2018. ‘

STRATEGIC REPORT
Results
The proﬁt for the year after taxatlon was $71, 583 000 which, when added to the retained profit brought forward .
at 1 January 2018 of $254 694 000, gives a total retamed profit carried forward at 31 December 2018 of
$326,277 000 .

Prmcrpal actrvrtles and review of the business

The company holds an investment of 28.83% of the total shares in South Caucasrlé Pipeline Company Limited‘

~ (“SCPC”), an associate which owns the  South Caucasus Pipeline. It is a 42 inch diameter pipeline of 691 = . '

kilometres long (443 kilometres in Azerbaijan and 248 kilometres in Georgia). SCPC is engaged in the

: transportatlon of natural gas from the Shah Deniz offshore field in Azerbaijan through to Turkey.

The company is a party to two. Host Government Agreements (the “HGASs”), one each for Azerbaljan and for

: Georgra :

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

2018 2017 Vaiiance

o - .$000 $000 %

Operating profit . ' - T1,765- 56,386 o 27
Profit for the year IR ‘ : 71,583 . . 17,493 . 309
Total equity - ‘ S 1,496,277 1,424,694 - 5
2018 . 2017 Variance

. . : % % . %

- Return on average capital 'employed:?" . T '3 a 4 )

**Return on average capital employed is defined as profit for the year after adding back interest, divided by
. average capital employed Caprtal employed is defined as total equ1ty plus gross debt, excluding goodw1ll and

cash

The increase in profit for the year is mamly due to increase in Tariff revenue caused by SD2 Gas additions plus
decrease in interest expense and Tax expense.

Retum on average capital employed is lower due to the increase in Profit.
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STRATEGIC REPORT

Principal activities and review of the business (continued)
South Caucasus Pipeline (SCP) Expansion Project

On 11 December 2013, the SCPC’s board of directors and shareholders made the final investment decision for
_the SCP Expansion and the SCPC shareholders approved a revised and restated Pipelines Owners Agreement
(“POA”) and aménded and restated the Articles of Association (“AOA”). These agreements became effective -
- upon Shah Deniz Early Development PSA (“SD EDPSA™) contractor partles making the ﬁnal investment
de0151on for Shah Deniz Stage2 on 17 December 2013. :

According to the revised and restated POA, the SCP Expansion shall be executed by the SCPC and be funded

~ by the existing partnership in the SCPC. The SCPC’s shareholders will fund the SCP Expansion through the
process of cash calls and the subsequent issue of Class B and Class C shares throughout the construction and
1n1t1al operational phase.

Historic costs that were funded by the SD EDPSA contractor parties from 1 April 2012 (project entering Define
stage) until the final investment decision became effective on 17 December 2013 shall be reimbursed by the:
SCPC to the SD EDPSA Contractor Parties w1th1n six months following the final investment decision for the
SCP Expansion.

- The SCP Exnansion Statement of Requirements outlines the .projec.t s objective to expand the existing SCP
. pipeline system capacity from an ex1st1ng capacity of 7 Bcma to 23 Bema delivered to the border of Georgia .
and Turkey.

‘During 2018, SCPX acclwmes continued successfully along the plpelme route across Azerbaijan and-
Georgia..

* Over construction progress comprises 99.5% as of 31 December 2018. Construction of Georgian loop,

. Compressor Station “CSG1” and Pressure reduction and metering “Area 81” was completed (100%
progression) by 30 June, 2018. Finalization of the construction in three SCPX elements was followed by. the
commencement of commercial gas deliver to Turkey, through new redelivery point, TANAP, which was’
launched during 2018 in order to support gas delivery from Shah Deniz 2 Project. The SCP Expansion’

~ should be understood as a phased physical expansion of the SCP current system and treated as mtegral part
of the SCP. Project enjoying full protection under the apphcable HGA:s.

After the completlon of the overall construction (100% progression), a new 48 inch dlameter pipeline loop in
parallel with the existing SCP pipeline will be launched through most of Azerbaijan and part of Georgia. The
total length of ‘the new SCPX pipeline will be approximately 489 kilometers 1nc1ud1ng 2 kilometres
1nterconnect10n with the Trans Anatohan P1pe11ne (“TANAP”). :

. The SCP Expansion also requires additional facilities to be constructed at the Sangachal Terminal. The
export compressing, metering and their utilities at the Sangachal terminal designed and constructed at Shah

" Deniz Stage 2 project on behalf of SCP Company and reimbursed subsequently by the latter. Overall
construction of the Sangachal Terminal comprises 98.7% as of 31 December 2018.

The construction of Azerbaijan loop and Compressor Station “CSGZ” was completed on 19 March, 2019 and
on 31 March 2019 respectively.
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‘Principal risks and uncertainties -

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

The risks listed below, separately orin combmatlon could have a matenal adverse effect on the unplementatron
ofthe company’s strategy, business, financial performance, results of operations, cash flows, liquidity, prospects, -
shareholder value'and returns and reputation. Unless stated otherwise, further 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.

Strateglc and commercial risks

Prtces and markets : : .
The company’s financial performance is subject to fluctuating prices of orl gas and reﬁned products
’ technologlcal change, exchange rate fluctuations and the general macroeconomic outlook. '

' Major project delivery
. Failure to invest in the best opportumtles or deliver major projects successfully could adversely affect the
company s financial performance.

Geopolitical : -
-The company is exposed to a range of political developments and ‘consequent changes to the operatmg and
: regulatory envrronment . :

The impact of the UK's exit from the EU :

Following the referendum in 2016, BP has been assessmg the potential 1mpact of Brex1t 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 monitor developments in this area in'line with group risk
management processes and procedures : :

Climate change and the transmon to a lower carbon economy :
Policy, legal, regulatory, technology and market change related to the issue of climate change could increase
costs, reduce demand for our products, reduce revenue and limit growth opportumtles '

Crts:s management and busmess continuity
Potential disruption to the company’s business and operatlons could occur 1f it does not address an incident
effectlvely : :

Insurance’
The BP group’s msurance strategy could expose the BP group to materlal ‘uninsured losses wh1ch in turn could'
adversely affect the company:. 4 :

Compliance and control risks

Regulatton : p
Changes in the regmlatory and legrslatwe envrronment could increase the cost of compllance

Ethical misconduct and non-compltance , :
- Ethrcal ‘misconduct or breaches of applrcable laws by the company s busmesses or its employees could be
damagrng to its reputation, and could result in lltrgatron regulatory action and penalties.

Reportmg , .
Failure to accurately report the company ’s data could lead to regulatory act1on legal hab111ty and reputatronal
damage : .
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Financial risk management

. The company is exposed to a number of different financial risks arising from natural business exposures as
well as its use of financial instruments including market risks relating to commodity prices and interest rates.
Further details on these financial risks are included w1thm Note 29 of the BP group Annual Report and Form
20-F for the year ended 31 December 2018,

' Authonzed for i 1ssue by Order of the Board

DocuSngned by:

(,wams :

02DCOBS92A9A4A4. .

For and on behalf of
Sunbury Secretaries L1m1ted
Company Secretary _

September 17,2019 5019

"Registered Office:

Chertsey Road
Sunbury on Thames
Middlesex -
TW16 7BP

United Kingdom
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‘ DIRECTORS' REPORT .

- BP PIPELINES (SCP) LIMITED '

Directors
The present directors are listed on page 1.

J Freeman and R G Jones served directors throughout the financial year. Changes since 1J anuary 2018 are as -

follows
' _ o : o . : . Appointed ~ Resigned -
B M Puffer o Lo : - . — 6 February 2018

Directors' indemnity

The company indemnifies the directors in its Articles of Association to the extent allowed under section 232
of the Compames Act 2006. Such quahfymg third party indemnity prov1510ns for the benefit of the company’s
directors remain in force at the date of this report oo

D|v1dends

' “The company has not declared any dividends durlng the year (2017 $N11) The dlrectors do not propose the -
payment ofa d1v1dend :

Financial instruments
In accordance with section 414C of the Companies Act 2006 the directors have included information regarding’
financial instruments as required by Schedule 7 (Part 1.6) of the Large and Medium-sized Companies and
. Groups (Accounts and Reports) Regulations 2008 in the strategic report under Financial risk management.
Future developments
* The directors aim to mamtam the managemernit policies which have resulted in the company s stab111ty inrecent
years. They believe that the company is in a good posmon to. take advantage of any opportumtles which may

" arise in the future.

It is the intent_ion of the directors that the business of the company will continue for the foreseeable future.
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DIRECTORS' REPORT

Directors’ statement as to the disclosure of information to the ahditor

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

. ) i
+ - To the best of each dlrector s knowledge and bellef there is no information relevant to the preparatlon of
" the auditor's report of which the company’s auditor is unaware; and

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

Authorized for issue by- Order of the Board

DocuSigned by:
[mms

02DCOB592A9A4A4. ..

For and on behalf of
Sunbury Secretaries lelted
. Company Secretary

September 17, 2019 2019
: Regfstered Office:

Chertsey Road
: -Sunbury on Thames
Middlesex '
. TW16 7BP
United Kingdom -
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT
OF THE FINANCIAL STATEMENTS®

BP PIPELINESJSCP) LIMITED

The directors are responsrble for preparing the Strategic Report the Directors Report and the ﬁnancral
statements in accordance with applicable UK law and regilatlons

Company law requires the directors to prepare ﬁnan'c’ial statements for each financial year. Under that law the
~ directors have elected to prepare the financial statements in accordance with United Kingdom Generally -

Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law) including Financial

Reporting Standard 101 ‘Reduced Disclosure Framework’. Under company law the directors must not approve

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

« _select suitable accounting policies and then apply them consistently;
* make judgements and estimates that are reasonable and prudent;

* state whether applicable United ngdom accounting standards have been followed, subject to any"
material departures disclosed and explamed in the financial statements; and

 prepare the financial statements on the gomg concern basis unless it is mapproprtate to presume that
the company w111 continue in business. :

The directors are responsible for keeping adéquate accounting records that are sufficient to show and explain

the company’s transactions and disclose with reasonable accuracy at any time the firiancial position of the

company and enable them to ensure that the financial statements comply with the Companies Act 2006. They

are-also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the
" . prevention and detection of fraud and other irregularities. _

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

the financial statements. - : '
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' INDEPENDENT AUDITOR'S REPQRT

TO THE MEMBERS OF BP PIPELINES (SCP) LIMITED

Report on the audit of the ﬁnancia‘l statements

Opinion
In our opinion the financial statements of BP Pipelines (SCP) Limited: :
¢ 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 with United Kingdom Generally Accepted Accountmg Practrce
, including Financial Reporting Standard 101 “Reduced Disclosure Framework™; and
+  have been prepared in accordance with the requirements of the Companies Act 2006.

~ We have audited the financial statements. which compnse
the profit and loss account;
.+ the statement of comprehensrve income;
+ the balance sheet;
*  the statement of changes in equlty, and
* the'related notes 1 to 13.

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

Basis for oplmon

We conducted our audit in accordance with Intematlonal Standards on Audmng (UK) (ISAs (UK)) and applicable law.
Our responsibilities under those standards are further described in the auditor’s responsibilities for the audlt of the ﬁnancral
statements section of our report : ‘ : _ o

We are independent ofthe company in accordance with the ethical 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 with these requirements. We believe that the audit evidence we have obtained
is sufficient and appropriate to- provrde a basis for our opinion.

Conclusions relating to gomg concern
We are required by ISAs (UK) to report in respect of the following matters where:
-+ the directors’ use of the going concern basis of accountmg in preparation of the financial statements is not
‘appropriate; or
*  the directors have not disclosed in the fmancral 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 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 information included in the -
annual report, other than the financial statements and our auditor’s report thereon. Our opinion on the financial statements
does not cover the other information and, except to the extent otherwise explicitly stated in our report we do not express -
any form of assurance conclusron thereon. :

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing
50, consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained
in the audit or otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether there is a material misstatement in the financial statements or a
material misstatement of the other information. If, based on the work we have performed, we conclude that there isa
material mrsstatement of this other information, we are requrred to report that fact.

- We have nothing to report in\respect of these matters.
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. INDEPENDENT AUDITOR'S REPORT

‘Responsibilities of directors ,

- As explained more fully in the statement of directors’ respon51b1ht1es 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 duectors are responsible for assessmg the company’s ability to continue as a
going concern, dlsclosmg, as applicable, matters related to gomg concern and using the going concern basis of accounting
-unless the directors either 1ntend to liquidate the company or to cease operations, or have no reahstlc alternative but to do
$O.

Audltor s responsnblhtles for the audlt 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 dué 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 dec151ons of users taken on
the ba51s of these financial statements

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

Report on other legal and regulatory requlrements

Opmlons 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’ report for the financial year for which the ﬁnanc1al
statements are prepared is consistent with the financial statements; and
.. the strateglc report and the directors’ report have been prepared in accordance with apphcable legal requlrements

In the hght of the knowledge and understanding of the company and its environment obtamed in the.course of the audit, .
we have not identified any 1 material misstatements in the strateg1c report or the dlrectors 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 followmg matters if, in our opinion:
+ adequate accounting records have not been kept, or returns adequate for our audit have not been recelved from
~ branches not visited by us; or
«the financial statements are not in agreement with the accountmg 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 abody, 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 audlt, ,
work, for this report, or for the opinions we have formed. '

[ DocuSlgned by . g
373888E42FC840E

Will Brooks - (Senior Statutory Auditor)

for and on behalf of Deloitte LLP " Statutory Auditor
"London, UK '

" September 18, 2019 2019




DocuSign Envelope ID: 949BEED4- D021-44D7-A0C8-23A683D7C3A5
PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 31 DECEMBER 2018

BP PIPELINES (SCP) LIMITED

2018 2017

k | o “Note - $000  $000
~ Earnings from a_sséeiates - after interest and tax - h - 7 o 68429 - . 5_3,588
Other operating expenses . ‘ . R 1,077 . (1,523) -
. Other operating income o - A o P S 2,259 0 4321
. “Operating profit - . . o ‘ o ' ‘ ' 71,765A 56,386
.- Interest payable and similar charges ' ‘ 4. (182) ‘ (38,893) }
Profit before taxation o ' : 71,583 17,493
Tax on profit . I o : ' .5 — —
Profit for the"year ' - o o ‘ 71,583 17,493_

The proﬁt of $71, 583 000 for the year ended 31 December 2018 was derived in 1ts entlrety from contmulng :
operatlons . .

STATEMENT OF ’COMPREHENS‘IVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2018

There is no comprehenswe income atmbutable to the shareholders of the company other than the proﬁt for the
year : A

TT

10
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' o BALANCE SHEET . -

* ASAT 31 DECEMBER 2018

BP PIPELINES (SCP) LIMITED
(Registered No.04446121)

Note

'Fixed' assets . .
‘Investments. C . ‘ L 7
"Current assets o |
Debtors: amounts falling due within one year L 8
Creditors: amounts falling due within one year - 9
Net current (liabilities) / assets -
‘NET ASSETS
, . Cépifal and reserves . . . ‘ .
*  Called up-share capital -’ . .. 10

. Profit and-loss-account o o T 11

TOTAL EQUITY

Authéf‘ized for issue on beilalf of the Board

- DocuS%gn‘ed by:
6”1/‘“ Frouman .

DY708EECOEFFACS...
-J Freeman
" . Director- , co
September 17, 2019 2019

- 11

2018 2017
$000 $000
1,501,638 1,412,004
119. 12,690
L (5480) . —
(5,361) 12,690
1496277 1424.694
1,170,000 1,170,000
326277 - 254,694
1496277 1,424,694 . -

TT
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STATEMENT OF CHANGES IN EQUITY -

- FOR THE YEAR ENDED 31 DECEMBER 2018

* BP PIPELINES (SCP) LIMITED

Calledup : Profitand
share capital  loss account o
(Note 10) (Note 11) . Total

e S T $000 . s000 - $000
Balance at 1 January 2017 ' : — ~ 20,000 237,201 - 257,201
Profit for the year, representmg total comprehensive income ,' — 17,493 17,493
Issue of share capltal © 1,150,000 - - — 1,150,000 -
Balance at 31 December 2017 : 1,170,000 - 254,694 1,424,694 -
Profit for the year, representing total comprehenswe income - — 71,583 . . 71,583
Balance at 31 December 2018 ’ L 1,170,000 . 326277 - 1,496,277
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NOTES TO THE FINAN CIAL STATEMENTS

 FOR THE YEAR ENDED 31 DECEMBER 2018

BP PIPELINES (SCP) LIMITED

Authorisation of ﬁnanclal statements and statement of compllance w1th Fmanclal Reportmg Standard
101 Reduced Disclosure Framework (FRS 101) :

The ﬁna’ncial statemnents of BP Pipelines (SCP) Limited for the year ended 31 December 2018 were approved

by the board of directors on _ 9 September 2019 and the balance sheet was signed on the board’s behalf = -

by J Freeman. BP Pipelines (SCP) Limited is a private company, limited by shares incorporated, domiciled and
registered in England and Wales (registered number 04446121). The company's registered office is at Chertsey
Road, Sunbury on Thames, Middlesex, TW16 7BP. These financial statements were prepared in accordance
with Financial Reporting Standard 101 'Reduced Disclosure Framework' (FRS 101) and the prov1s1ons of the
Companies Act 2006. : .

Significant accounting policies, judgements, estimates and assumptions

The significant accounting pol1c1es and cr1t1cal accounting judgements, estimates and assumptlons of the
company are set out below.

Basis of preparation

- These financial statements have been prepared in accordance with FRS-101. The financial statements have been
prepared under the historical cost convention, modified to include the equity method of accounting for associates.
Historical cost is generally based on the fair'value of the consi‘deration given in exchange for the assets.

The accounting policies that follow have been consistently apphed toall years presented except where otherw1se
mdlcated ' ’

As permrtted by FRS 101, the company has taken advantage of the dlsclosure exempt1ons available under that
standard in relation to:

(a) the requirements of IFRS 7 F1nanc1a1 Instruments: Disclosures

(b) the requirements of paragraphs 91 — 99 of IFRS 13 Fair Value Measurement;

(c) the requlrements of paragraphs 10(d), 10(f) 16, 38A, 38B, 38C, 38D, 40A 4OB 40C, 40D, 111 and

134 to 136 of IAS 1 Presentation of Financial Statements
(d) the requirement in paragraph 38 of IAS 1 Presentation of Financial Statements to present comparatrve
information in respect of paragraph 79(a)(iv) of IAS 1
- (e) the requirements of IAS 7 Statement of Cash Flows
" (f) 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 requlrements of paragraph 17 and 18A of [IAS 24 Related Party Dlsclosures

(h) the requirements of IAS 24 Related Party Disclosures to disclose related party transact1ons entered mto -

. between two or more members of a group, provided that any subsrdlary whichisaparty tothe transact1on
is wholly owned by such a member

(1) the requirements of paragraphs 130(f)(ii), 130(f)(111) 134(d) to 134(f) and 135(c)- 135(e) of IAS 36,

Impalrment of Assets-

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 avarlable to the public and can be obtained as set out in Note 13,

The financial statements are presented.in US dollars and all values are rounded to the nearest thousand dollars .

($000) except where otherwise indicated. -

13
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NOTES TO THE FINANCIAL STATEMENTS

2.  Significant accounting policies, judgements, estimates and assumptions (continued)
Criti.cal'accounting policies: use of judgements, estimates and assumptions

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

need for management to make judgements, estimates and assumptions that affect the reported amounts of assets

and liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements and
-the reported amounts of revenues and expenses during the period. Actual outcomes could differ from the

estimates and-assumptions used. The critical judgements and estimates that could have a significant impacton . -

the results of the company are set out below and should be read in conjunction with the information prov1ded

in the Notes to 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.

* Forvalue in use calculations, futute cash flows are adjusted for risKs specific to the cash-generating unit and .
are discounted using a pre-tax discount rate. The pre-tax discount rate is based upon the cost of funding the
group derived froman established model, adjusted to a pre-tax basis. Fair value less costs of disposal calculations
use the post-tax discount rate. The discount rates applied in impairment tests are reassessed each year. '

In cases where fair value less costs to sell is used to determine the recoverable amount of an asset, where recent

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

Significant judgement: deferred tax < :

Management judgement is required to determine the amount of deferred tax assets that can be reco gmzed based
upon the likely timing and level of future taxable proﬁts Details of deferred tax balances are prov1ded in Note
5. .

Significant accounting policies
Going concern
At 31 December 2018 the company’s balance sheet had net current liahilities amounting to $5,361,000.
The directors con51der it appropriate to prepare the financial statements on a going concern basns as, despite
the uncertainties deriving from the current economic.environment, the company is in an overall net assets
position and therefore will be able to meet its liabilities as they fall due for at least the next 12 months from
the date these financial statements were approved.
Foreign c,urren,cy
- 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 currencyin
which the entity prlmarlly generates and expends cash. :

14
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NOTES TO THE FINANCIAL STATEMENTS

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

Investments =

Investments in associates are accounted for using the équity method. The company assesses investments for an

impairment indicator annually. 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 considered impaired and is written down to its recoverable amount.

- Where these circumstances have reversed, the impairment prev1ously made is reversed to the extent of the
original cost of the investment. :

Interests in associates :
- An associate is an entity over which the company has significant influence, through the power to partrclpate in

the financial and operating policy decisions of the investee, but which is not a subsidiary or a joint arrangement

_ The results, assets and liabilities of associates are 1ncorporated in these financial statements using the equity
. method of accounting. :

Equity method of accounting

Under the equity method, an investment is carried on the balance sheet at cost plus post-acquisition changes in

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

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

Financial statements of equity-accounted entities are prepared~for the same reporting, year as the company.
Where material differences arise in the accounting policies used by the equity-accounted entity and those used
by the company, adjustments are made to those financial statements to bring the accounting policies used into
line with those of the company.

Unrealized gains on transactions between the company and its equity-accounted entities are ellmmated to the
extent of the company’s interest in the equity accounted entrty :

The company assesses mvestments in equity-accounted entities for impairment whenever there is objectlve

: evrdence that the investment is impaired. If any such objective evidence of impairment exists, the carrying
amount of the investment is compared with its recoverable amount, being the higher of its fair value less costs
of disposal and value in use. If the carrying amount exceeds the recoverable amount, the investment is written
down to its recoverable amount. : ' :

The company ceases to use the-eqnity method of accounting from the date on which it no longer has joint control

over the joint venture or significant influence over the associate, or when the interest becomes classrﬁed as an
asset held for sale:

15
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' NOTES TO THE FINANCIAL STATEMENTS

2. Significant accounting policies, judgements, estimates and assumptions (continued)
Financial assets

Financial assets are recognized initially at fair value, normally being the transaction price. Inthe case of financial
- assets not at fair value through profit or loss, directly attributable transaction costs are also included.

T he subsequent measurement of financial assets depends on their classification, as set out be_low.‘ The company
derecognizes financial assets when the contractual rights to the cash flows expire or the financial asset is
transferred to a third party. Thls 1nc1udes the derecognition of receivables for which dlscountmg arrangements
are entered into. : : e

From 1 January 2018, the company classifies its financial ass_ets as measured at amortized cost or fair value
through profit or loss. The classification depends on the business model for managing the financial assets and
the contractual cash flow characteristies of the financial asset.

Financial assets measured at amortized cost
Financial assets are classified as measured at amortized cost when they are held in a business model the objective

- of which is to collect contractual cash flows and the contractual cash flows represent solely payments of principal .
and interest. Such assets are carrled at amortlzed cost This category of ﬁnancml assets includes trade and
other recelvables - :

Impairment of financial assets measured at amortized cost

The eompany assesses on a forward looking basis the expected credit losses associated 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 typlcally
less than 12 months,. there 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 exposure at default. The expected credit loss
is estimated as the difference between the asset's carrying amount and the present value of the future cash flows
the company expects to receive, discounted at the financial asset's original effective interest rate. The carrying
amount of the asset is. adjusted with the amount of the 1mpa1rment gam or loss recognized i in the profit and
loss account. : '

A financial asset or group of financial assets classified as measured at amortized cost is considered to be credit-
impaired if there is reasonable and supportable evidence that one 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 recovering amounts due.

Financial liabilities °
The measurement of ﬁhancial liabilities is as follows:
* Financial liabilities measured at amortized cost .
Financial liabilities are initially recognized at fair value, net of dlrectly attributable transaction costs. Forinterest- ~
bearing loans and borrowmgs this is typically equivalent to the fair value of the proceeds received net of issue

costs associated with the borrowing..

' Aﬁer 1n1t1al recogmtlon these financial liabilities are subsequently measured at amortized cost. ThlS category '
of financial liabilities includes trade and other payables and finance debt.
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NOTES TO THE FINANCIAL STATEMENTS

Slgmﬁcant accountmg pollcles, Judgements, estimates and assumptlons (contmued)
‘~Offsettmg of ﬁnanclal assets and llablllties

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 settlé on a-net basis or realize the asset and settle the liability simultaneously: If 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 settle
-an amount payable to a creditor by applying against it an amount receivable from the same counterparty. The

relevant legal jurisdiction and laws applicable to the relationships between the parties are con51dered when .

assessmg whether a current legally enforceable nght to set off exists.
- Taxation
Income tax expense represents the sum of current tax and deferred tax.
Income tax is recognized in the profit and loss account, except to the extent that it relates to.items recognized
-in other comprehensrve income or directly in equity, in which case the related tax 1s recognized in other
comprehensive income or directly in equity
Current tax is based on the taxable profit for the period. Taxable profit differs from net profit as reported in the

profit and loss. account because it is determined in accordance with the rules established 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.

Deferred tax is provided, using the balance sheet method, on temporary differences at the balance sheet date
between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.
Deferred tax liabilities are recognized for all taxable temporary differences except:
*  Where the deferred tax liability arises on the initial recognition of goodwill.
'»  Where the deferred tax liability arises on the initial recognition of an asset or liability in a transaction
that is not a business combination and at the time of the transaction affects neither accounting profit
nor taxable profit or, loss.

» . Inrespect of taxable. temporary differences associated with mvestrnents in sub31d1ar1es and assocrates :
and interests. in joint arrangements, where the company is able to control the timing of the reversal of -

the temporary differences and it is probable that the temporary differences will not reverse in the
.foreseeable future. -

Deferred tax assets are recognized for deductible temporary differences, carry-forward of unused tax credits
and unused tax losses; to the extent that it is probable that taxable profit will be available against which the
deductible temporary differences and the carry-forward of unused tax credits and unused tax losses can be
utilized. An exception is where the deferred tax asset relates to the deductible temporary difference arising
from the initial recognition of an asset or liability in a transaction that is not a business combination and, at the
time of the transaction affects neither accounting profit nor taxable profit or loss.

In respect of deductible temporary differences assocrated with investments in subsidiaries and associates and
interests in joint arrangements, deferred tax assets are recognized only to the extent that it is probable that the

‘ “temporary differences will reverse in the foreseeable future and taxable profit will be available against which

the temporary dlfferences can be utilized

~ The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extentthat =

it is no longer probable or increased to the extent that it is probable that sufficient taxable profit will be available

to allow all or.part of the deferred tax asset to be utilized.
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2.

NOTES TO THE FINAN CIAL STATEMENTS

- Significant accounting policies, judgements, estimates and assumptions (continued)

Taxation (continued)

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period when
the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or

© substantively enacted at the balance sheet date. Deferred tax assets and liabilities are not discounted.

" Deferred tax assets and liabilities are offset only when there is a legally enforceable right to set off current tax
- assets against current tax liabilities and when the deferred tax assets and liabilities relate to income taxes levied

.by the same taxation authority on either the same taxablé entity or different taxable entities where there is an
intention to settle the current tax assets and liabilities on a net basis or to realize the assets and settle the llab111t1es
simultaneously. :

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

Finance costs

~All finance costs are recognized in the proﬁtand'loss account in the period in which they are incurred. -

‘ ‘ Impact of new Internanonal Financial Reportmg Standards

The company adopted two new accountmg standards 1ssued by the IASB with effect from 1 January 2018

IFRS 9 “Financial instruments’ and IFRS 15 ‘Revenue from contracts with customers’. There are no other new.
or amended standards or interpretations adopted durmg the year that have a significant 1mpact on the financial
statements.

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

Auditor’s remuneration

~ 2018 2017
I 7$000 | $000
Fees for the audit of the company - T . ' 21 - 33

Fees paid to the company's auditor, Deloitte LLP (2017 Emst & Young LLP), and its associates for services
other than the statutory audit of the company are not disclosed in these financial statements since the consolidated
financial statements of BP Pipelines (SCP) Limited’s ultimate parent, BP p.l.c., are requlred to disclose non-
audit fees on a consolidated basis. :

Interest payable and similar expenses o l, : o
| | . 2018 2017
- - $000 $000
Interest expense on loans from group undertakings | o | : 182 38,893 -
18
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NOTES TO THE FINANCIAL STATEMENTS

‘Taxation
The company is a member of a group for the purposes of relief within Part 5, Corporation Tax Act 2010.
(a) Reconciliation of the effective tax rate

The tax assessed on the profit for the year is lower tban 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

' . o : $000 " $000
Profit before taxation v : R - 71,873 - 17,493 '
Tax charge / (credif) ' g _ = L -
Effective tax rate - S : R . =% —%
. 2018 2017
o : 4 % . %
UK corporation tax rate: S ' 19 . 19.25
Increase / (decrease) resulting from: . B : _
. Non-taxable income S ‘ o : o — . (58.60)
Transfer pricing adjustment . . . — - 0.05
- Free group relief o o - 4 [ 7.20
Movements in unrecognised deferred tax ~ ‘ . — 32.10

Effective tax rate 3 : : — =

Change in corporatlon tax rate

The UK corporation tax rate reduced to 19% w1th effect from 1 Aprll 2017, and will further reduce to 17%

~ from 1 April 2020. Deferred tax has been measured usmg these rates which have been substantlvely enacted

at 31 December 2018. -

(b) Provision for deferred tax

Deferred tax has not been recogmsed on deductlble temporary drfferences relating to tax losses of $4, 227 000
(2017 $4,227,000) and on other deductible temporary differences of $29,170,000 (2017 29,170,000) with no
fixed expiry date on the basis that they are not expected to give rise to any future tax benefit.

Directors and employees

(2) Remuneration of directors

None of the dlrectors recelved any fees or remuneration for qualifying servrces as a dlrector of the company

during the financial year (2017 $N11)

(b) Employee costs

' The company- had no employees durmg the year (2017 None)

19



DocuSngn Envelope ID: 949BEED4-D021-44D7- AOC8-23A683D7C3A5 -
NOTES TO THE FINAN CIAL STATEMENTS

7. Investments

Investment in

o " : - _ associates
Cost - - : o . : $000
At 1 January 2017 N . - : o : ' : 1,196,495
Equity contributions in associate o 162,255
Share of associate's profit L ‘ A . : . 53,588
Self-insurance receipts and d1v1dends ' R . : (334)
At31December2017 S _ - - 1412,004
.AAtlJanu'ary2017 - o L L © 1,412,004
Equity contributions in associate - o o . 26,783
* Share of associate's profit S : o ' ‘ ' 68,429 -
Self-insurance receipts and dividends S v : o (5,578)
© At31 December 2018 . . : 1,501,638
Net book amount _ . . _ . _ : : 2
At 31 December 2018 = o - o : 1,501,638
/At 31 December 2017 ~ : ‘ L : - 1,412,004

. The mvestments in associates are presented under the equlty accounting method. Additions and dlsposals
represent amounts paid or recerved for associate 1nvestments during the period.

The investments in the associated undertakings are unlisted.

The associated undertékings of the company at 31 December 2018 and the percentage of equity capital held
are set out below. The principal country of operatlon is generally 1nd1cated by the _company's country of
1ncorporat10n or by its name. -

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

’

-Associated undertakings

Company name " Class of share %, Registered address Principal activity
' ‘ "~ held ' " o
* South Caucasus Pipeline Ordinary 28.25° Maples & Calder Natural gas

Company Limited - shares ‘ P.O. Box 309, Ugland House, transportation
S - o - 113 South Church Street, - o
George Town, Grand Cayman

- ‘ ‘ Cayman Islands
South Caucasus Pipeline Ordinary -28.83 - Maples & Calder : Holding cormpany
Holding Company Limited shares : - . P.O.Box 309, Ugland House, A :
: - / ' ' - 113 South Church Street,

. George Town, Grand Cayman,
‘Cayman Islands.
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NOTES TO THE FINANCIAL STATEMENTS

Investments..(continued) '

Significant holdings in undertakings o'ther.than subsidiary und'eftakings

In accordance with Section 409 of the Compames Act 2006, disclosed below is a full llst of related undertakings '

in which the company holds an interest of 20% or greater not already d1sclosed above. .

Related undertaking Holding % - Reglstered address ' Direct / indirect .

- South Caucasus Plpehne Option 128.83 ~ Maples & Calder. - .Indirect
Gas Company Limited o ~ P.O. Box 309, Ugland House, ' o
113 South Church Street,
George Town, Grand Cayman
Cayman Islands.
South Caucasus P1pe11ne Company 0 58 Maples & Calder ~Indirect

lelted P.O. Box 309, Ugland House

113 South Church Street,
George Town, Grand Cayman
Cayman. Islands :

The following' table prov1des aggregated summarized ﬁnanmal information for the company ’s assomates as 1t
- relates to the amounts recognized in.the proﬁt and loss account and on the balance sheet.

" Balance sheet

Investments
in associates

“Profit and loss accounts

'Earnings from associates -
after interest and tax

2018 - . 2017 - 2018° 2017
, e o ‘ $000 . %000 - $000 - $000
South Caucasus Pipeline,Company Limited 68,429 53,588 1,501,638 - 1,412,004

The followmg table prov1des summarlsed financial 1nformat10n relatlng to South Caucasus Plpelme Company
lelted : : :

©.2017
$000 . - $000
‘ . QGross Gross
. Revenue _ - 423,097 350,365
Operating expenses- (122,276) - (82,320)
US GAAP to IFRS adjustments* - - (18,137) (20,618)
Income taxes " (45,231) (61,552)
Net income 237,453 - 185,875
Non-current assets 5,247,782 . . 4,970,011
Current assets 134,228 124,591
Total assets %", 5,382,010 5,094,602
Current liabilities (126,743) - (175,812)
Non-current liabilities (240,776) . (228,588)
Total liabilities . ~(367,519) (404,400)
‘US GAAP to IFRS adjustments* 194,104 207,491
Net assets -5,208,595 4,897,693

2018

.*Adjustments are due to accounting policy and other differences that are mainly related to depreciation,
. decommissioning, one-off gain on additional share purchase in 2014, capital expenditure and operating
_ expendlture treatment of some project costs and BP self-msurance receipts.
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7. Investments (continued)

‘Summarised ﬁnancml information relatmg to the company’s share of South Caucasus Pipeline Company :

anted ] proﬁt and loss and balance sheet is shown below.

2017

Revenue
Opéréting expenses

~ US GAAP to IFRS adJustments*
Income taxes

" Net income

Non-current assets . -
" Current assets

Total assets

Current liabilities
Non-current liabilities

Total liabilities

. US GAAP to IFRS adjustments*

Net assets -

2018
. $000 - $000
BP share BP share
121,979 101,010
(35,252) (23,733)
(5,230) (5,944)

" (13,040) - (17,745)
68,457 53,588
1,512,935 1,432,854
38,698 35,920.
11,551,633 1,468,774 -
(36,540) (50,687) -
(69,416) (65,902). "
(105,956) (116,589)

\
55,961 159,819
1,501,638 1,412,004

*Adjustrhents are due to accounting policy and other differences that are mainly. related to depreciation,
decommissioning, -one-off gain on additional ‘share purchase in 2014, capltal ‘expenditure and operating

expenditure treatment of some prOJect costs and BP self-insurance receipts.-
8. Debtors

Amounts falling due within one year:

2018

2017

Amounts owed from fellow subsidiaries
Other debtors .

Prepayments and accrued income

9. Creditors

Amounts falling‘ due within one year:
?

Amounts owed to fellow subsidiaries

$000 $000
— 12,124

— 324
119 242
119 12,690
2018 2017
$000 $000
5,480 —
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- 10.

11.

12.

NOTES TO THE FINAN CIAL STATEMENTS

Called np share capital ‘
2018° 2017
C o $000 $000
Issued and fully paid: L , e '
" 10,137,362 ordinary shares of £1 each fora total nommal value of . 20,000 -20,000-
£10 137 362 o N oo C
1,150,000,000 ordmary shares of $1 each for a total nominal value of . 1,150,000 1,150;000 :

$1 150 000 000

1,170,000 - 1,170,000

' Reserves

Called up share capttal

The balance on the called up share cap1tal account represents the aggregate nommal value of all ordmary shares
in issue. '

Profit and loss account

" The balance held on this reserve is the retained proﬁts of the company.

Related party transactions -

- The company has taken advantage of the exemption contained within paragraphs 8(k) and (j) of FRS 101, and

- . has not disclosed transactions entered into with wholly-owned group companies or key management personnel '

13.

There were no other related party transactions in the year.

.Immediate and ultimate controlling parent (mdertaking

The 1mmed1ate parent undertakmg is BP Global Investments Limited, a company reg1stered in England and

Wales. The ultimate controlling parent. undertakmg is BP p.l.c., a company registered in England and Wales,
which is the parent undertaking of the smallest and largest group to consolidate these financial statements.
Copies of the consolidated financial statements of BP p. l c. can be obtained from-its reglstered address: 1 St

James’s Square London SWI1Y 4PD.
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