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‘Strategic report

"The direcfors present their strategic report on the Company for the year ended 31 December 2016.

Review of business and future developments

"For the latter part of 2014 and into the early part of 2015 the Company was involved in preparing and submitting an
-application for licences under the 14" licencing round. On 18 August 2015, as part of the first announcement the
Company was awarded 3 PEDLs covering a total area of approximately 250 square kilometres in the East Midlands.
On 17 December 2015 the remainder of the 14t round was announced and INEOS was awarded in total 19 PEDLs
covering 2,960 square kilometres in the Rossendale, Cleveland, Gainsborough and Welbeck areas. It was not until
July 2016 that all 14" round licences were formally issued by the OGA, which delayed carrymg out any work on
these areas before Q3 2016. .

Following successful 3D seismic work in 2015 the Company, along with its JV partner IGas (further to the farm-in
transaction completed in May 2015), evaluated and identified 2 potential sites in 2016 on which the partnership will
explore for hydrocarbons. In March 2017; planning permission to drill a well in Nottinghamshire was granted,
subject to the completion of a s106 legal agreement (subsequently signed on 24 May). No further seismic surveys
were undertaken by the Company or its joint venture partners during 2016 but significant subsurface studies on
existing geological information led to the identification of a number of potential well sites in the East Midlands
basin. As at the end of 2016 one screening application for a vertical exploratory core well had been submitted to
Derbyshire County Council. The Council ruled that no Environmental Impact Assessment was necessary and so a
full planning application for this well has now been submitted (Q2 2017). In May 2017, the Company submitted
one further screening application (to Rotherham Metropolitan Borough Council), and intends to make a number of
further applications later in the year, contingent on securing the relevant landowner consents. .

On 7 October 2016, the Company signed an agreement with Engie‘E&P UK Limited to acquire its entire portfolio of
onshore UK licence interests. This acquisition completed in March 2017, with an effective date of 1 September
2017. .

In November 2016 the company acquired 3 legal entities from Epi-V Limited. These entities have been re-registered
as INEOS 120 Energy Limited (formerly Moorland Energy Limited), INEOS 120 Exploration Limited (formerly
Moorland Exploration Limited) and INEOS 120 Power Limited (formerly Moorland Power Limited a dormant.
company). INEOS 120 Exploration limited holds 100% of the working interest in PEDL 120.

In Q2 2017, the Company Iaunchéd a 3D seismic survey across a 250km? area of the East Midlands basin. Further
major seismic projects are planned in the Cleveland basin and the Cheshire basin during 2017/18.

Results and dividends

The loss on ordinary activities before taxation was £12,155,379 (2015: loss of £11,617,000). The directors do not
propose the payment of a dividend (2015 £ nil).

Strategy

The strategic aim of the Company is to explore for hydrocarbons in the UK and generally help promote and develop
" the safe extraction of unconventional gas in the UK. Thé Company aspires to quickly but deliberately explore
onshore opportunities in the UK and rapidly develop producing assets where that exploration is successful. .The
Company also continues to look for opportunities for acquisition of further licences in the UK, using experienced
resources to evaluate the areas which show greatest potential for the extraction of hydrocarbons. The Company also
continues to incur costs relating to potentlal offshore acquisitions.
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Strategic report (continued)

Key performance indicators (KPlIs)

Given the straightforward nature of the business, the Company’s directors are of the opinion that analysis using
KPIs is not necessary for an understanding of the development, performance or position of the business. The
development, performance and position of INEOS Industries Limited which includes the Company, are discussed in
INEOS Industries Limited’s annual report which does not form part of this report.

Principal risks and uncertainties

From the perspective of the Company, the principal risks and uncertainties are integrated with the principal risks of
the group and are not managed separately. Accordingly, the principal risks and uncertainties of INEOS Industries
Limited which include those of the Company are discussed in the group’s annual report which does not form part of
this report.

By order of the board
N

Geir Tuft

Director

31 August 2017
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Directors’ report

The directors present their report and audlted financial statements of the Company for the year ended 31 December
2016.

’ Pr[ncipal activities

The principal activity of INEOS Upstream Limited is the exploration and evaluatlon of land leading to development

and ultlmately productlon of shale gas.

Directors

The directors who served during the year and up to the date of signing the financial statements were as follows:

G Beamish

P'S Erwin — resigned 31 May 2016

JF Ginns

G R Haywood - resigned 31 March 2017
T Pickering A

-A Bowden — appointed 31 May 2016

G Tuft — appointed 10 January 2017

L Calder — appointed 23 January 2017

Financial risk management

The Company’s operations expose it to a variety of financial risks that include the effects of credit risk, liquidity risk
and interest rate risk. The Company has in place a risk management programime that seeks to limit the adverse
effects on the financial performance of the Company where appropriate. The Company is funded internally by the
INEOS group and therefore has no direct exposure to liquidity or debt market risk. Interest rate exposures are
_ managed on a group basis and are fully disclosed in the consolidated financial statements of INEOS Industries.
Limited. ’

Results and dividends

Results and dividends are discussed in the strategic report.

Future developments .

Future developments are discussed in the strategic report.

Going concern

The directors believe that preparing the financial statements on the going concern basis is appropriate due to the
continued financial support of the parent company INEOS Industries Limited. The directors have received
confirmation that INEOS_Industries Limited intends to support the Company for at least one year after these'
financial statements are sngned _ -

Health & safety
The Company has complied with all HSSE laws, regulations and permits. During the year ended 31 December 2016

activities were primarily focused on acquisition of PEDLs and so there was_a limited-need-to-comply-with-such-laws;
regulations-and-permits. In 2077 we have been awarded ISO 900/14001 and OHSAS 18001.

H

Sy
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Directors’ report (continued)

Statement of directors’ responsibilities
The directors are responsible for preparing the Annual Report and the financial statements in accordance with

applicable law and regulation.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have prepared the financial statements in accordance United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and
applicable law).

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

e select suitable accounting policies and then apply them consistently;

¢ make judgements and accounting estimates that are reasonable and prudent;

e  state whether applicable United Kingdom Accounting Standards, comprising FRS 101, have been followed,
subject to any material departures disclosed and explained in the financial statements; and

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company’s transactions and disclose with reasonable accuracy at any time the financial position of the Company
and enable them to ensure that the financial statements comply with the Companies Act 2006. They are also
responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and
detection of fraud and other irregularities.

Disclosure of information to auditors

The directors confirm that as far as they are aware, there is no relevant audit information of which the Company’s
auditors are unaware and that they have taken all steps necessary as directors in order to make themselves aware of
any relevant audit information and to establish that the Company’s auditors are aware of that information.

Independent auditors
PricewaterhouseCoopers LLP are deemed to be reappointed in accordance with an elective resolution made under

section 487 of the Companies Act 2006.

Apprqved and signed by order of the board

(o

31 August 2017
Registered number 9121775

Geir Tuft
Director
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Independent auditors’ report to the members of INEOS Upstream Limited
Report on the financial statements

Our opinion

In our opinion, INEOS Upstream Limited’s financial statements (the “financial statements”):

e give a true and fair view of the state of the Company’s affairs as at 31 December 2016 and of its loss for
the year then ended;

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

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

What we have audited -

The financial statements, included within the Annual report and Financial Statements (the “Annual Report™),
comprise: '

e the balance sheet as at 31 December 2016;
-« the profit and loss account for the year then-ended;

e the statement of changes in equity for the year then ended; and

o the notes to the financial statements, which include a summary of significant accounting policies and other
explanatory information.

The financial reporting framework that has been applied in the preparation of the financial statements is United
Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework™; and applicable law
(United Kingdom Generally Accepted Accounting Practice).

In applying the financial reporting framework, the' directors have made a number of subjective judgements, for
example in respect of significant accounting estimates. In making such estimates, they have made assumptions and
considered future events. ‘

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

e the information given in the Strategic report and the Directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

e the Strategic report and the Directors’ report have been prepared in accordance with applicable legal
requirements. '

In addition, in light of the knowledge and understanding of the company and its environment obtained in the course
of the audit, we are required to report if we have identified any material misstatements in the Strategic report and the
Directors’ report. We have nothing to report in this respect.
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Independent auditors’ report to the members of INEOS. Upstream Limited
(continued) ' :

Other matters on which we are required to report by exception

Adequacy of accounting records and information and explanations received

Under the Companies Act 2006 we are required to report to you if; in our opinion:

e we have not received all the information and explanations we require for our audit; or

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

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

We have no exceptions to report arising from this responsibility.

Directors’ remuneration

Under the Companies Act 2006 we are required to report to you if, in our opinion, certain disclosures of directors’
remuneration specified by law are not made. We have no exceptions to report arising from this responsibility.

Responsibilities for the financial statements and the audit

Our responsibilities and those of the directors

As explained more fully in the Statement of directors' responsibilities set out on page 4, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view.

Our responsibility is to audit and express an opinion on the financial statements in accordance with applicable law
and International Standards on auditing (UK and Ireland) (“ISAs (UK & Ireland)”). Those standards require us to
comply with the Auditing Practices Board’s Ethical Standards for Auditors.

This report, including the opinions, has been prepared for and only for the Company’s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving -
these opinions, accept or assume responsibility for any other purpose or to any other person to whom this report is
shown or into whose hands it may come save where expressly agreed by our prior consent in writing. '

’




INEOS Upstream‘Limited
Annual report and financial statements
. 31 December 2016

Independent auditors’ report to the members of INEOS Upstream Limited
(continued) :

What an audit of financlal statements involves

We conducted our audit in accordance w1th ISAs (UK and Ireland). An audit involves obtaining evidence about the
amounts and disclosures in the financial statements sufficient to give reasonable assurance that the financial
statements are free from material misstatement, whether caused by fraud or error. This includes an assessment of:

e whether- the accounting “policies are appropriate to the Company s circumstances and have been
consistently applled and adequately disclosed,;

o the reasonableness of significant accounting estimates made by the dnrectors and
e the overall presentation of the financial statements. ) . \

We primarily focus our work in these areas by assessing the directors’ judgements against available evidence,
forming our own judgements, and evaluating the disclosures in the financial statements.

"We test and examine information, using sampling and other‘auditin'g techniques, to the extent we consider necessary
to provide a reasonable basis for us to draw conclusions. We obtain audit evidence through testmg the effect:veness
of controls, substantive procedures or a combination of both.

In addition, we read all the financial and non-financial information in the Annual Report and Financial Statements to
identify material inconsistencies with the audited financial statements and to identify any information that is
apparently materially incorrect based on, or materially inconsistent-with, the knowledge acquired by us in the course
of performing the audit. If we become aware of any apparent material misstatements or inconsistencies we consider
the implications for our report. With respect to the Strategic report and Directors’ report, we consider whether those
reports include the disclosures required by applicable legal requirements.

M@@:d@A

n Marsden (Senior Statutory Auditor)

or and on behalf of PricewaterhouseCoopers
Chartered Accountants and Statutory Auditors
Newcastle upon Tyne

31 August 2017




-Profit and Loss Account
Sfor year ended 31 December 2016

Administrative expenses

Operating loss -
Interest receivable and similar income ~

Interest payable and similar chal"gés

Loss on ordinary activities before taxation

Tax on loss on ordinary activities

Loss for the'financial year

All activities of the Company relate to continuing operations.

Note

INEOS Upstream Limited

Year
ended
2016
£000

(8,804)

(8,804)

30,342

(33,693)

(12,155)

(12,155)

Annual report and financial statements -
31 December 2016

Year
ended
2015
£000

(10,160)

(10,160)

2714

@)

(11,617)

(11,617

The Company has no other' comprehensive income and therefore no separate statement of comprehensive income has been

presented.
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Balance Sheet

At 31 December 2016
Note 2016 2015
: £000 £000
Fixed assets .
Intangibles assets 8 48,411 41,374
Tangible assets 9 155 -
[nvestments ) 11 92 -
48,658 41,374
Current assets
Debtors (including £449,897,000 (2015: £423,283,000) 12 451,508 424,572
due after more than one year)
Cash at bank and in hand ’ 3,399 7,561
454,907 432,133
Creditors: amounts falling due within one year 13 (4,706) (7,239)
Net current assets 450,201 424,894
Total assets less current liabilities 498,859 466,268
Creditors: amounts falling due after more than 14 : (526,562) (481,816)
one year
Net liabilities ’ (27,703) (15,548)
Capital and reserves
Called up share capital 17 - -
Profit and loss account (27,703) (15,548)
Total equity (27,703) (15,548)

These financial statements on pages 8 to 24 were approved by the board of directors on 31 August 2017and were
signed~on its behalf by:

G Tuft
Director

Company registered number: 9121775




Statement of Changes in Equity
Sor year ended 31 December 2016 ’

v

Balance at | January 2015 \

Loss for the financial year

Balance at 31 December 2015

Balance at 1 January 2016

Loss for the financial year

" Balance at 31 December 2016

INEOS Upstream Limited
Annual report and financial statemerits
31 December 2016

Called up Profit and

Share

capital
'£000

- (11,617)

Called up
Share
capital
£000

loss
account

£000

(3,931)

(15,548) -

Profit and
loss
account

£000 .

(15,548)

(12,155)

(27,703) -

Total
equity

.£000
(3,931)

11,617)

(15,548)

Total
equity

£000
(15,548)

(12,155)

(27,703)

10
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Notes (forming part of the financial statements)

-1 Accountmg policies

[NEOS Upstream Limited (the “Company™) is a private limited company incorporated and domiciled in England.
The registered office address is Hawkslease, Chapel Lane, Lyndhurst, Hampshire, SO43 7FG.

The Company is exempt by virtue of s400 of the ‘Companies Act 2006 from the requirement to prepare group
financial statements. These financial statements present information about the Company as an mdwndual
,undertakmg and not about its group.

These financial statements were prepared in accordance with Financial Reportmg Standard 101 Reduced Disclosure

Framework (“FRS 101”).

In preparing these financial statements, the Company applies the recognition, measurement and disclosure
requirements of International Financial Reporting Standards as adopted by the EU (“Adopted IFRSs™), but makes
amendments where necessary in order to comply with Companies Act 2006 and has set out below where advantage
of the FRS 101 disclosure exemptions has been taken. : .

INEOS Industries Limited is the parent undertaking that includes the Company in its consolidated financial
statements. The consolidated financial statements of INEOS Industries Limited are prepared in accordance with
International Financial Reporting Standards and are available to the public and may be obtained from Hawkslease,
" Chapel Lane, Lyndhurst, Hampshire, SO43 7FG.

In these financial statements, the Company has-applied the exemptions available under FRS 101 in respect of the
following disclosures:

e aCash Flow Statement and related notes;

¢ Disclosures in respect of transactions with wholly owned subsidiaries;

» Disclosures in respect of capital management;

e  The effects of new but not yet effeptive IFRSs and;

e Disclosures in respect of the compensation of Key Management Personnel.

As the consolidated financial statements of INEOS Industries Limited include the equivalent disclosures, the
Company has also taken the exemptions under FRS 101 available in respect of the following disclosures:

o IFRS 2 Share Based Payments in respect of group settled share based payments;

¢  Certain disclosures required by IFRS 13 Fair Value Measurement and the disclosures required by IFRS 7

Financial Instrument Disclosures.

The accounting policies set out below have, unless otherwise stated, been applied consistently on the going concern
basis, to all periods presented in these financial statements and in accordance with the Companies Act 2006 as
applicable to companies using FRS 101.

. Judgements made by the directors, ‘in the application of these accounting policies that have significant effect on the
financial statements and estimates with a significant risk of material adjustment in the next year are discussed in
note 21. .

VN Measurement convention
The financial statements are prepared on the historical cost basis.
12 Going concern

The Company 'meets its day-to-day working capital requirements through its interéqmpany loan facility. * After
making enquiries, the directors have a reasonable expectation that the Company has adequate resources available to

N

continue in operational existence for the foreseeable future as INEOS Industries Limited_has_confirmed_that-it.

intends-to—support the Company for at least one year after these financial statements are signed. The Company
therefore continues to adopt the going concern basis in preparing its financial statements.

11
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Notes (forming part of the financial statements) (continued)

1 . Accounting policies (continued)
1.3 Foreign currency

Transactions in foreign currencies are translated to the Company’s functional currencies at the foreign exchange rate
ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance
sheet date are retranslated to the functional currency at the foreign exchange rate ruling at that date. Non-monetary
assets and liabilities that are measured in terms of historical cost in a foreign currency are translated using the
* exchange rate at the date of the transaction. Non-monetary assets and liabilities denominated in foreign currencies
that are stated at fair value are retranslated to the functiona) currency at foreign exchange rates ruling at the dates the
fair value was determined. Foreign exchange differences arising on translation are recognised in the profit and loss
account. : . :

1.4 Non-derivative financial instruments

Non-deérivative financial instruments comprise investments in équity and debt securities, trade and other debtors,
cash and cash equivalents, loans and borrowings, and trade and other creditors.

Trade and other debiors

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

" Trade and other creditors

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

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to
initial recognition, interest-bearing borrowings are stated at amortised cost using the effective interest method, less
any impairment losses.

L5 .Tangible fixed assets A
Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses.

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

- Leases in which the Company assumes substantially all the risks and rewards of ownership of the leased asset are
classified as finance leases. Where land and buildings are held under leases the accounting treatment of the land is
considered separately from that of the buildings. Leased .assets acquired by way of finance lease are stated at an

" amount equal to the lower of their fair value and the present value of the minimum lease payments at inception of

the lease, less accumulated depreciation and less accumulated impairment losses. Lease payments are accounted for

as described below. ‘ .

- Depreciation is charged to the profit and loss account on a straight-line basis over the estimated useful lives of each
part of an item of tangible fixed assets. Land is not depreciated. The estimated useful lives are as follows:

* plantand equipment 5-20 years o

Depreciation methods, useful lives and residual values are reviewed at each balance sheet date.

12
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Notes (forming part of the financial statements) (continued)

1 Accounting policies (continued)
1.6 Joint arrangements

A proportion of the Company’s licence.interest are held jointly with others and are operated in accordance with Joint
Operation Agreements. Accordingly, the *Company accounts for its share of assets, liabilities, income and
expenditure of these joint operations, classified in the appropriate balance sheet.and-profit and loss headings, except
where its share of such amounts remain the responsibility of another party in accordance with the terms of carried
interest. Where the Company enters into a farm-in agreement involving a licence in the exploration and evaluation
phase, the Company records all costs that it incurs under the terms of the joint operating agreement as amended by
the farm-in agreement as they are incurred. 4

When the Company, acting as an operator or manager of a joint arrangement, receives reimbursement of direct costs
recharged to the joint arrangement, such recharges represent reimbursements of costs that the operator incurred as an
agent from the joint arrangement and therefore have no effect on profit or loss.

1.7 Intangible assets
Exploration and Evaluation expenditure

Pre-licence costs incurred prior to acquiring the legal rights (or a share of the legal rights) to explore an area-are
expensed to the profit and loss account as'they are incurred and are not subsequently capitalised.

Costs incurred to acquire the legal rights (or a share of the legal rights) to explore an area are capitalised as an
intangible asset.

Costs directly associated with an exploration site are initially capitalised as an intangible asset until the evaluation of
the site is complete and the results have been evaluated. These costs include topographical, geological, geophysical
and geochemical studies, civil costs, exploratory drilling and testing, sampling, trenching, contractor charges,
materials and fuels used, manpower and associated overheads. In the case that the expenditure will not be
immediately allocated to a site, it will be capitalised against the wider licensed region and then subsequently
allocated to the site using an appropriate method of apportionment. Tangible assets are initially capitalised as
property, plant and equipment and these include drilling rigs, seismic equipment and other plant and machinery used
in the exploration activity. ’

Amortisation -

When a well on a site reaches commercial production then further capitalisation of Exploration and Evaluation
expenditure for the site stops and the costs associated with the site begin to be amortised over the anticipated life of
the associated shale gas reserves. '

Impairment of Exploration and Evaluation expenditure

Exploration and Evaluation expenditure in tested for impairment whenever circumstances suggest that it may be
impaired, which includes licences-to be relinquished, no substantive plans for further exploration of an area or where
there is indication that exploration costs are unlikely to be fully recovered through future development or sale.

1.8 Stocks -

Stocks are stated at the lower of average cost and net realisable value. Cost includes expenditure incurred in
acquiring the stocks, production or conversion costs and other costs in bringing them to their existing location and
condition. : : . .

13
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Notes (forminlg part of the financial statements) (continued) N

1 . Accounting policies (continued)
1.9 Impairment excluding stocks and deferred tax assets
Financial assets (including trade and other debtors)

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to-determine
whether there is objective evidence that it is impaired. A financial asset is impaired if objective evidence indicates
that a loss event has occurred after the initial recognition of the asset, and that the loss event had a negative effect on
the estimated future cash flows of that asset that can be estimated rehably '

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the dlfference between
its carrying amount and the present value of the estimated future cash flows discounted at the asset’s original
effective interest rate. For financial instruments measured at cost less lmpalrment an impairment is calculated as the
difference between its carrying amount and the best estimate of the amount that the Company would receive for the
asset if it.were to be sold at the reporting date. Interest on the impaired asset continues to be recognised through the’
- unwinding of the discount. When a subsequent event causes the amount of impairment loss to decrease, the decrease
\in impairment loss is reversed through profit or loss. .

Non—ﬁnancial assets

The carrying amounts of the Company’s non-financial assets, other than stocks and deferred tax assets, are reviewed
at each reporting date to determine whether there is any indication of impairment. If any such indication exists, then
* the asset’s recoverable amount is estimated. For goodwill, and intangible assets that have indefinite useful lives or
that are not yet available for use, the recoverable amount is estimated each year at the same time. :

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less
costs to sell. In assessing value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset. For the purpose of impairment testing, assets that cannot be tested individually are grouped together into the
smallest group of assets that generates cash inflows from continuing use that are largely independent of the cash
inflows of other assets or groups of assets (the “cash-generating unit”). The goodwill acquired in a business
combination, for the purpose of impairment testing, is allocated to cash-generating units, or (“CGU”). Subject to an
operating segment ceiling test, for the purposes of goodwill impairment testing, CGUs to which goodwill has been
allocated are aggregated so that the level at which impairment is tested reflects the lowest level at which goodwill is ~
monitored for internal reporting purposes. Goodwill acquired in a business combmatlon is allocated to groups of
CGU s that are expected to benefit from the synergies of the combination. )

An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated recoverable
amount. Impairment losses are recognised in profit or loss. Impairment losses recognised in respect of CGUs are
allocated first to reduce the carrying amount of any goodwill allocated to the units, and then to reduce the carrymg
amounts of the other assets in the unit (group of units) on a pro rata basis.

An impairment loss in respect of goodwill is reversed if and only if the reasons for the impairment have ceased to
apply.

In respect of other assets, impairment losses recognised in prior periods are assessed at each reporting date for any
indications that the loss has decreased or no longer exists. An impairment loss is reversed if there has been a change
in the estimates used to determine the recoverable amount. An impairment loss is reversed only to the extent that the
asset’s carrying amount does not exceed the carrying amount that would have been determined, net of deprecnatlon
or amortisation, if no impairment loss had been recognised.

14
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Notes (forming part of the financial statements) (continued)

1 Accounting policies (continued)
1.10  Provisions

A provision is recognised in the balance sheet when the Company-has a present legal or constructive obligation as a
result of a past event, that can be reliably measured and it is probable that an outflow of economic benefits will be
required to settle the obligation. Provisions are determined by discounting the expected future cash flows at a pre-tax
rate that reflects risks specific to the liability. '

- Decommissioning and restoration provisions

The Company does not make full provision for the future costs of plugging and abandoning wells during the
Exploration and Evaluation stage. If a decision is made to plug and abandon a well during this phase then the costs
are expensed as the well is abandoned. Once activities move into the production phase then a provision will be
made ‘once a well starts\to produce. This provision will cover the costs of cementing and ‘plugging the well and
returning the site to its original use. .

1.11 Turnover

Turnover represents the invoiced value of products sold to third parties net of value added tax and sales taxes. Sales
are recognised when significant risks and rewards of ownership have passed to the buyer and sales can be reliably
measured. This is either when goods are dispatched or delivered depending on the relevant delivery terms, when the
prices are determined or when collectability is considered probable.

.1.12 Expenses . : '
Operating lease payments

Payments (excluding costs for services and insurance) made under operating leases are recognised in the profit and

loss account on a straight-line basis over the term of the lease. Lease incentives received are recognised in the profit

and loss account as an integral part of the total lease expense. If a lease can be directly attributed to a site or PEDL

then the payments will be capitalised as Exploration and Evaluation expenditure and held on the balance sheet until
" amortised or impaired.

Finance lease payments

Minimum lease payments are apportioned between the finance charge and the reduction of the outstanding liability.
The finance charge is allocated to each period during the lease term so as to produce a constant periodic rate of
interest on the remaining balance of the liability. Contingent rents are charged as expenses in the periods in which
they are incurred.

Interest receivable and Interest payable

Interest payable includes interest payable, finance charges on ‘shares classified as liabilities and finance leases
recognised in profit or loss usihg the effective interest method, unwinding of the discount on provisions, and net
foreign exchange losses that are recognised in the profit and loss account (see foreign currency accounting policy).
Borrowing costs that are directly attributable to the acquisition, construction or production of an asset that takes a
substantial time to be prepared for use, are capitalised as part of the cast of that asset. Other interest receivable and
similar income include interest receivable on funds invested and net foreign exchange gains.

Interest income and interest payable is recognised in profit or loss as it accrues, using the effective interest method.
Dividend income is recognised in the profit and loss account on the date the entity’s right to receive payments is
established. Foreign currency gains and losses are reported on a net basis. ’
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N otes (forming part of the financial statements) (continued)

1 Accounting policiés (continued)
1.13 ~ Taxation

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

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

Deferred tax is provided on temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation purposes. The following temporary differences are not provided
for: the initial recognition of goodwill; the initial recognition of assets or liabilities that affect neither accounting nor
taxable profit other than in a business combination, and differences relating to investments in subsidiaries to the extent
that they will probably not reverse in the foreseeable future. The amount of deferred tax provided is based on the
expected manner of realisation or settlement of the carrying amount of assets and liabilities, using tax rates enacted or
substantively enacted at the balance sheet date. .

* A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available
against which the temporary difference can be utilised.

2 " Operating loss
Auditors’ remuneration:
Year ended Year ended
2016 2015
£000 . £000
Audit of these financial statements 20 . 10

3 Staff numbers and costs

There were no employees with contracts of employment in the name of the company during the year (2015: none).

4 Directors’ remuneration

None of the Directors received any fees or remuneration for services as a director of the company during the
~ financial year (2015: none). .
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Notes (forming part of the financial statements) (continued)

5 Interest receivable and similar income
Year ended Year ended
. 2016 2015.
£000 £000
Total interest receivable and sim'ilar income . I : 30,342 . 2,714°

Interest receivable and similar income relates solely to interest receivable from group unde}takingé.

IS

6 Interest payable and similar charges
Year ended Year ended
2016 2015
£000 £000
Total other interest payable and similar ' : : . 33,693 4,171
charges .
Interest payable and similar chafges relates solely to interest payable to group undertakings.
7 Tax on loss on ordinary on activities
Recognised in the profit and loss account
T Year ended Year ended
2016 : . 2015

. £000 ' £000 £000 -£000
UK corporation tax . .
Current tax on loss for the year/period - .

'
[

Tax on loss on ordinary activities
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Notes (forming part of the financial statements) (contmued)

7 Tax on loss on ordinary actmtles (continued)

Reconciliation of effective tax rate

Total tax expense

Loss on ordinary actlvmes before taxation

Loss multiplied by the average rate of tax in the UK of 40% (201 5:50%)

Expenses not deductible for tax purposes
Deferred tax not recognised

Total tax expense

INEOS Upstream Limited
Annual report and financial statements
. 31 December 2016

Year-ended.
2016
£000

(12,155)

(4,862).

2,693
2,169

Year ended
2015
£000 -

(11,617)

(5,809)
3,048
2,761

- The Company had not commenced trade at the balance sheet date. When trade does commence, the Company’s
" trading activities are expected to be within the UK oil and gas ring fence regime, with tax relief for qualifying

pre- trading expenditure available at that time.
comprising 30% ring fence corporation tax and 10% supplementary charge.

enacted rates at the balance sheet.

8 Intangible assets

Cost

Balance at 1 January 2016

Other acquisitions — externally purchased
Other acquisitions — internally developed

Balance at 31 ljecember 2016

Accumulated amortisation and impairment
Balance at | January and 31 December 2016

Net book value
At 31 December 2015

At 31 December 2016

The applicable ring fence tax rate during the year was 40%, .
These were also the substantively

Exploration
and
Evaluation
expenditure
£000

41,374

7,037

48,411

s .

H

|

48,411

|

18



INEOS Upstream Limited
Annual report and financial statements
31 December 2016

Notes (forming part of the financial statements) (continued)

9 Tangible assets . ) o
Land and .Plant and
buildings equipment Total
£000 £000 £000
Cost .
Balance at 1 January 2016 . - .- -
Other acquisitions : . 130 - 26 , 156
Balance at 31 December 2016 C _ 130 26 156
Accumulated dep’reciation‘ and impairment :
Balance at 1 January 2016 ) - . - -
Depreciation charge for the financial year ‘ - m m
Balance at 31 December 2016 , ) - ) )
Net book value .
At 1 January 2016 ) - - -
At 31 December 2016 _ ' : ‘ 130 25 155
Land and Buildings R
The net book value of land and buildings comprises: ;
2016 2015
£000 £000
Freehold o ' 130 R
Long leasehold ) : - -
130 -
10 Interests in joint arrangements
Interests in joint operations ’ ) ' .

The Company has the following interests in joint operations: an 80% interest in PEDL 162, a 60% interest in PEDLs
145, 193 and EXL273, a 50% interest in PEDLs 147, 184, 189 and 190, and a 20% interest in PEDLs 200 and 012.




Notes (forming part of the financial statements) (continued)

.

. . . ) INEOS Upstream Limited
! : . ) Annual report and financial statements

31 December 2016

11 Investments
Shares in Total
group
undertakings
£000 £000
Cost . . )
At beginning of year . : L - -
Additions 92 92
Disposals * S - -
_Atend of year 92 92
The Company has the following investments in subsidiaries:
Country of ) Class of
Incorporation shares held Ownership
' . . 2016 2015
INEOS Offshore BCS Limited* (A) England Ordinary 100% 100%
INEOS UK E&P Holdings Limited (A) Scotland Ordinary 100% 160% -
INEOS Clipper South B Limited (A) - England Ordinary - 100% 100%
INEOS Clipper South C Limited (A) England Ordinary 100% 100%
INEOS UK SNS Limited (A) England Ordinary 100% 100%
INEOS 120 Energy Limited* (B) - England : Ordinary 100% -
INEOS 120 Exploration Limited (B) England . Ordinary 100% -
INEOS 120 Power Limited (B) - England Ordinary 100% -
*Shares held directly by the Company (forming part of the financial statements)
The registered office addresses of the investments disclosed in this note are:
Reference Registered office address ,
(A) 4% Floor, 90 High Holborn, London,WC1V 6LJ, United Kingdom
(B) Hawkslease, Chapel Lane, Lyndhurst, Hampshire, SO43 7FG, United Klngdom
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Notes (forming part of the financial statements) (continued)

12 Debtors

Trade debtors

Amounts owed by group undertakings
Other debtors

Prepayments and accrued income
Taxation and social security

Due within one year

Due after more than one year

13 Creditors: amounts falling due within one year

Trade creditors

Other creditors

Amounts owed to group undertakings
Accruals and deferred income

14 Creditors: amounts falling due after more than one year

Amounts owed to group undertakings

Annual report and financial statements .

’

INEOS Upstream Limited

31 December 2016
2016 2015
£000 £000
3 -
450,027 423,310
23 -
541 117
885 1,145
. 451,508 424,572
1,611 1,289
449,897 423,283
451,508 424,572
2016 2015
£000 £000
2,048 1,452
854 4,235
49 -
1,755 1,552
4,706 7,239
2016 2015.
£000 £000
526,562 481,816
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Notes (forming part of the financial statements) (continued)
15 Interest-bearing loans and borrowings

This note provides information about the contractual terms of the Company’s interest- bearmg loans’ and
borrowings, which are measured at amortised cost. .

2016 , 2015

£000 - £000
~ Debtors: amounts falling due after more than one year ' .
Intercompany loan . ) . ’ 449,897 423,283
2016 2015
: ’ £000 £000
Creditors: amounts falling due after more than one year . i .
Intercompany loan . 526,562 481,816
Terms and debt repayment schedule
Nominal Year of Fair Carrying - Fair Carrying '
Currency interest rate maturity value’ amount value amount
2016 2016 2015 2015
£000 £000 £000 £000
Intercompany loan payable £ GBP . 45% - 2022 76,665 76,665 58,533 58,533
Intercompany loan payable $ USD 7.0% 2020 449,897 449,897 423,283 423,283
Intercompany loan receivable $ USD 7.0% 2020 (449,897) (449,897) (423,283) (423,283)

76,665 76,665 58,533 © 58,533

N

16 Deferred ta;( assets and liabilities

The directors consider that the Company should not recognise any deferred tax asset as there is insufficient
certainty over the future utilisation of its deferred tax assets. The Company has an unrecognised net deferred tax
asset of £5,952,652 (2015: £4,683,836) at 31 December 2016.

17 Called up share capital _ , ' .
Share capital .
Ordinary shares
At 1 January and 31 December 2016 — fully paid 1
, 2016 . 2015

) £000 -~ £000
Allotted, called up and fully paid )
1 (2015: 1) Ordinary shares of £1 each

Shares classified in total equity

N.'II.

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to
une voie per share at meetings ot the Company.
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Notes (forming part of the financial statements) (continued)
18 ' Contingencies

There are a number of wells on PEDLs that the Company has an interest in that are shut-in or suspended. At this
stage no decision has been made to plug and abandon these wells and such a decision is not likely to be made in the
short term. As both the timing and cost is uncertain, no provision has.been made at the balance sheet date.

As part of the acquisition of Moorland Exploration Limited, INEOS Upstream Limited agreed to release the
company from obligations under loan notes and instead agreed to a deferred payment deed with the holders of
those loan notes. The deferred payment deed provides for 4.5% of any positive free cash flow attributable to the
sale of petroleum from the PEDL.licenc¢ interest acquired pursuant to this transaction, ¢apped at £15 million.

As part of this same acquisition, the Company also entered into d release and deferred payment deed with Warwick
Energy Exploration and Production Limited, the original holder of PEDL120. Under this agreement, Warwick
relinquished all claims to the licence interest and the Company committed to pay Warwick 1.5% of any positive
free cash flow attributable to the sale of petroleum from PEDL 120, capped at £5 million.

19 Related parties 4
Other related party transactions

During the year the Company entered into transactions, in the ordinary course of business, with other related parties.

The Company has taken advantage of the exemption under paragraph 8(k) of FRS101 not to disclose transactions

- with fellow subsidiaries under common ownership. Transactions entered into, and trading balances outstanding at
31 December with other related parties, are as follows: :

Other related party-transactions )
. Administrative income earned  Administrative expenses incurred

" from related party from related party

2016 2015 2016 2015

. £000 £000 - £0000 £000

Other related parties 111 3] 4,392 4,325
" Debtors outstanding Creditors outstanding

2016 2015 2016 2015

£000 £000 £000 £000

Other related parties . 99 27 1,411 ) 1,284

20 Cont;'olling parties

The immediate parent undertaking at 31 December 2016 was INEOS .Industries Holdings. The ultimate parent
company at 31 December 2016 was INEOS Limited, a company incorporated in Isle of Man. INEOS Industries
Limited is the parent undertaking of the largest and smallest group of undertakings to consolidate these financial
statements. Copies of the financial statements can be obtained from the Company Secretary INEOS Industnes
lelted Hawkslease, Chapel Lane, Lyndhurst, Hampshire, UK, SO43 7FG.

The directors regard Mr J A Ratcliffe to be the ultimate controlling party by virtue of his majority shareholding in
the ultimate parent undertaking INEOS Limited.

23



INEOS Upstream Limited
Annual report and financial statements
31 December 2016

Notes (fdrniing 4part of the financial statements) (continued)

21 . Accounting estimates and judgements
Taxation

All the Company’s -operations are in the UK. Management is required to estimate the tax payable and this involves
estimating the actual current tax charge or credit together with assessing temporary differences resulting from
"differing treatment of items for tax and accounting purposes. These differences result in deferred tax assets and
liabilities, which may be included on the balance sheet of.the Company.. Management have performed an
assessment as to the extent to which future taxable profits will allow the deferred asset to be recovered. The
calculation of the Company’s total tax charge necessarily involves a significant degree of estimation in respect of
certain items whose tax treatment cannot be finally determined until resolution has been reached with the relevant
tax authority, or, as appropriate, through a formal legal process.

- The Company has, from time to time, contingent tax liabilities arising from trading and corporate transactions. After
-~ appropriate consideration, management makes provision for these liabilities based on the probable level of economic
loss that may be incurred and which is reliably measurable.

Details of amounts recognised with regard to taxation are disclosed in'notes 7 and 16.

Carrying value of mtangzble exploration and evaluation assets

The Company has capitalised intangible exploration and evaluation assets in accordance w1th IFRS 6, which are
evaluated for impairment as described in note 1.9. Any impairment review, involves estimates and assumptions
related to matters (when appropriate), such as recoverable reserves, production profiles, review of forward oil; gas
and electricity prices, development, operating and off-take costs, nature of land -access agreements and planning
permissions, application of taxes and other matters. 'Where the final outcome or revised estimates related to such
matters differ from the estimates used in any earlier impairment reviews, the results of such differences, to the extent
that they actually affect any impairment provisions, are accounted for when such revisions are made. Details of the
Company’s intangible exploration and evaluation assets are disclosed in note 8.

. Decommissioning costs

The estimated cost of decommissioning at the end of the producing lives of fields is reviewed periodically and is
based on forecast price levels and technology at the balance sheet date. Provision is made for the estimated cost at
the balance sheet date, using a discounted cash flow methodology and a risk free rate of return.

Provisions

Other .provisions are recognised in the year when it becomes probable that there will be a future outflow of funds
resulting from past operations or events that can be reasonably estimated. The timing of recognition requires the
application of judgement to existing facts and circumstances, which can be subject to change.

" Estimates of the amounts of provisions recogmsed are based on current legal and constructive requirements,
technology and price levels. Because actual outflows can differ from estimates due to changes in laws, regulations,
public expectations, technology, prices and ‘conditions, and can take place many years in the future, the carrying
amounts of provisions are regularly reviewed and adjusted to take account of such changes.
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