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Addax Petroleum UK Limited

Report of the Directors
for the Year Ended 31 December 2022

The Directors present their report together with the audited financial statements of Addax Petroleum UK Limited ("the
Company" or "APUK") for the year ended 31 December 2022. :

PRINCIPAL ACTIVITY

APUK is an investment holding company. The Company was incorporated on 10 July 2012 for the purpose of holding
and managing its 49% shareholding in Repsol Sinopec Resources UK Limited ("RSRUK"), formerly Talisman Sinopec
Energy (UK) Limited (the name was changed on 4 July 2016), based in Aberdeen, United Kingdom. RSRUK's assets are
located in the United Kingdom. '

The investment is in the form of a joint arrangement, in particular a joint venture. RSRUK is governed by a
Shareholders' Agreement, which requires that unanimous consent be obtained from the shareholders for significant
operating and financing decisions.

In addition, the Company assists its inmediate parent on a legal case, recharges the relevant costs with a mark up, which
is not considered as the Company's trading income.

REVIEW OF BUSINLSS .

Fluctuation in the prices of oil and gas and the impact on RSRUK's financial results have led to the directors and
shareholders of RSRUK taking steps to improve its financial position. APUK, guaranteed by ultimate beneficial owners,
the State-owned entities of the People's Republic of China, have committed to financially support RSRUK.

The Company incurred a profit of $299mil (2021: a profit of $106mil), after recording a share of profit of $293mil
(2021: a share of profit of $92mil) and share of other comprehensive profit of $6million (2021: a profit of $14mil) from
RSRUK. Revenue for the management services provided to RSRUK, rendered amounts to $1.58mil (2021: $0.75mit).
Other income for recharges to its immediate parent, rendered amounts to $8.17mil (2021: $9.23mil). As at 31 December
2022, the Company had 14 (2021: 11) employees, among them, 2 staff were assigned to RSRUK.

The Directors continue to closely monitor the development and management of APUK's investment in RSRUK. The
Covid risk has largely been abated in the UK, APUK and RSRUK are well suited to operating under strict protocols
should a new wave hit the UK. In order to deliver the basis of successful and sustainable business, RSRUK is committed
to focus on delivering improved performance. With the successful completion of transformation programme, stable
producing allow RSRUK to take advantage in the future and maintain a better cash flow position. The Company
considers that Brexit and COVID-19 give no significant impact on its investment in RSRUK.

A Deposit Agreement was entered on 22 September 2017, to enable RSRUK to deposit excess cash proportionately with
Addax Petroleum Holdings Limited ("APHL") and Repsol Tesoreria y Gestion Financiera, S.A. on short-term and long
term basis until the funds are required to meet cash flow requirements. Based on the agreement, APHL has received a
cash deposit of total $945.7mil from RSRUK since 22 September 2017 up to 31 December 2022.

RISK ASSESSMENT

The Company has one sole investment, its shareholding in RSRUK. RSRUK's principal activity is the exploration,
development and production of oil and gas. RSRUK is subject to a number of risks inherent to the nature of its business.
These risks individually, or in the aggregate, can impact the net asset value of RSRUK and its subsidiaries, and therefore
the assessment of the Company's investment values. These risks include, but are not limited to:

- Changes in Government and HSSE regulations applicable to RSRUK's assets;
- Ability of RSRUK to find, develop and acquire additional oil and gas reserves; and
- Volatility of commeodity prices, costs of materials and services and demand for drilling and related equipment.

The Company is subject to certain capital management and financial risk management risks.

DIVIDENDS
The Directors do not recommend any distribution by way of a dividend for the year ended 31 December 2022.

EVENTS SINCE THE END OF THE YEAR
Information relating to events since the end of the year is given in the notes to the financial statements.
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Addax Petroleum UK Limited

Report of the Directors
for the Year Ended 31 December 2022

DIRECTORS
The directors shown below have held office during the whole of the period from 1 January 2022 to the date of this
report.

D K Moore
J Gao
Q Zhao

The Directors had no interests in the shares of the Company at any time during the year.

GOING CONCERN

The financial position of the Company and its business activities are described in the financial statements and notes 2 of
this report. The Directors have, at the time of approving the financial statements, a reasonable expectation that the
Company has adequate financial resources to continue its operations for the foreseeable future with the financial support
from its parents. Therefore, the Directors continue to adopt the going concern basis for the preparation of the financial
statements.

SMALL COMPANIES REGIME
This report has been prepared taking advantage of the exemptions for small companies within Part 15 of the Companies.
Act 2006.

STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS

So far as the directors are aware, there is no relevant audit information (as defined by Section 418 of the Companies Act
2006) of which the company's auditors are unaware, and each director has taken all the steps that he ought to have taken
as a director in order to make himself aware of any relevant audit information and to establish that the company's
auditors are aware of that information.

AUDITORS
Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and Shinewing
Wilson Accounting Limited therefore will continue in office.

ON BEHALF OF THE BOARD:
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Addax Petroleum UK Limited

Directors' Responsibilities Statement
for the Year Ended 31 December 2022

The Directors are respbnsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under that law the Directors
have elected to prepare the financial statements in accordance with International Financial Reporting Standards
("IFRSs") as adopted by the United Kingdom. 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 group and of the profit
or loss of the group for that period.

In preparing these financial statements, Intemational Accounting Standard 1 requires that directors:

- properly select and consistently apply accounting policies;

- present information, including accounting policies, in a manner that provides relevant, reliable, comparable and
understandable information;

- provide additional disclosures when compliance with the specific requirements in IFRSs are insufficient to enable users
to understand the impact of particular transactions, other events and conditions on the entity's financial position and
financial performance; and

- make an assessment of the company's ability to continue as a going concern.

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.

Legislation in the United Kingdom governing the preparation and dissemination of financial statements may differ from
legislation in other jurisdictions.
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Report of the Independent Auditors to the Members of
Addax Petroleum UK Limited

Opinion

We have audited the financial statements of Addax Petroleum UK Limited (the 'company') for the year ended
31 December 2022 which comprise the Statement of Comprehensive Income, the Balance Sheet, the Statement of
Changes in Equity, the Cash Flow Statement and Notes to the Cash Flow Statement, Notes to the Financial Statements,
including a summary of significant accounting policies. The financial reporting framework that has been applied in their
preparation is applicable law and Intemational Financial Reporting Standards (IFRSs) as adopted by the UK.

In our opinion the financial statements:

- give a true and fair view of the state of the company's affairs as at 31 December 2022 and of its profit for the year
then ended;

- have been properly prepared in accordance with IFRSs as adopted by the UK; and

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law.
Our responsibilities under those standards are further described in the Auditors' responsibilities for the audit of the
financial statements section of our report. We are independent of the company in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the UK, including the FRC's Ethical Standard,
and we have fulfillcd our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
In auditing the financial statements, we have concluded that the directors' use of the'going concern basis of accounting in
the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions
that, individually or collectively, may cast significant doubt on the company's ability to continue as a going concem for a
period of at least twelve months from when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant
sections of this report.

Emphasis of matter
We draw your attention to the accounting policies of

"Investment in a joint venture" in the financial statements. There is a potential uncertainty as to the amounts
recognised in this company's accounts relating to the joint venture, that could be material to this company due to the
business scale of the joint venture company. The amounts included in these accounts relating to the joint venture have
been derived from the audited accounts of the joint venture company. Although the directors have no reasons to doubt
the reliability of the audited accounts, it is a fact that the correction of immaterial errors in the accounts of the joint
venture company could have a material impact on the accounts of this company.

- "Trade and other payables" are initially recognised at fair value and thereafter stated at amortized cost unless the effect
of discounting would be immaterial, in which case they are stated at cost. The balance due to the immediate parent
APHL is in fact a currently liability, non-interest bearing and payable on demand. However, the Directors have decided
to present this amount as a long term loan due to APHL, and not as a current liability, in order to reflect the substance of
the financing and to show a true and fair view. APHL has confirmed that it will make no repayment demand with respect
to the amount owing until the company has sufficient cash flow, which is not expected to occur within 12 months from
the date of approval of these financial statements.

This is not a qualified opinion.
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Report of the Independent Auditors to the Members of
Addax Petroleum UK Limited

Other information

The directors are responsible for the other information. The other information comprises the information in the Report of
the Directors and the Directors' Responsibilities Statement, but does not include the fmanc1al statements and our Report
of the Auditors thereon.

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

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing
so, consider whether the other information is materially inconsistent with the financial statements or our knowledge
obtained in the audit or otherwise appears to be materially misstated. If we identify such material inconsistencies or
apparent material misstatements, we are required to determine whether this gives rise to a material misstatement in the
financial statements themselves. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report in this regard.

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 Report of the Directors for the financial year for which the financial statements are
prepared is consistent with the financial statements; and

- the Report of the Directors has been prepared in accordance with applicable legal requirements.

Matters on which we are required to report by exception
In the light of the knowledge and understanding of the company and its environment obtained in the course of the audit,
we have not identified material misstatements in the Report of the Directors.

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

if, in our opinion:

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

- the financial statements are not in agreement with the accounting records and returns; or

- certain disclosures of directors' remuneration specified by law are not made; or

- we have not received all the information and explanations we require for our audit.

- the directors were not entitled to prepare the revised financial statements in accordance with the small companies

regime and take advantage of the small companies' exemptions in preparing the directors' report and from the

requirement to prepare a strategic report

Responsibilities of directors

As explained more fully in the Directors' Responsibilities Statement set out on page four, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company's ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the company or to cease operations, or have no realistic
alternative but to do so.
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‘Report of the Independent Auditors to the Members of
Addax Petroleum UK Limited

Auditors' responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue a Report of the Auditors that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs
(UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

The extent to which our procedures are capable of detecting irregularities, including fraud is detailed below:

Discussions were held with, and enquiries made of, management and those charged with govermance with a view to
identifying those laws and regulations that could be expected to have a material impact on the financial
statements.During the engagement team briefing, the outcomes of these discussions and enquiries were shared with the
team, as well as consideration as to where and how fraud may occur in the entity.

The following laws and regulations were identified as being of significance to the entity:

- Those laws and regulations considered to have a direct effect on the financial statements include IFRSs, Company
Law, Employment Law, VAT and Tax legislation.

- It is considered that there were no other laws and regulations for which non-compliance may be fundamental to the
operating aspects of the business.

Audit procedures undertaken in response to the potential risks relating to irregularities (which include fraud and
non-compliance with laws and regulations) comprised of: inquiries of management and those charged with governance
as to whether the entity complies with such laws and regulations; enquiries with the same conceming any actual or
potential litigation or claims; inspection of relevant legal correspondence; review of board minutes; testing the
appropriateness of entries in the nominal ledger, including journal entries; reviewing transactions around the end of the
reporting period; and the performance of analytical procedures to identify unexpected movements in account balances
which may be indicative of fraud.

No instances of material non-compliance were identified. However, the likelihood of detecting irregularities, including
fraud, is limited by the inherent difficulty in detecting irregularities, the effectiveness of the entity's controls, and the
nature, timing and extent of the audit procedures performed. Irregularities that result from fraud might be inherently
more difficult to detect than irregularities that result from error. As explained above, there is an unavoidable risk that
material misstatements may not be detected, even though the audit has been planned and performed in accordance with
ISAs.

A further description of our responsibilities for the audit of the financial statements is located on the Financial Reporting
Council's website at www.frc.org.uk/auditorsresponsibilities. This description forms part of our Report of the Auditors.

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 a Report of the Auditors 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.

Julie Zhuge Wilson (Senior Statutory Auditor)

for and on behalf of Shinewing Wilson Accountancy Limited
Chartered Certified Accountants

and Statutory Auditors

9 St Clare Street

London

EC3N 1LQ

Date: 20202
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Addax Petroleum UK Limited

Statement of Comprehensive Income
for the Year Ended 31 December 2022

31.12.22 31.12.21
Notes $'000 $'000
CONTINUING OPERATIONS
Revenue 4 1,577 745
Other operating income 5 8,174 9,228
Administrative expenses (11,109) (9,320)
OPERATING (LOSS)/PROFIT (1,358) 653
Finance income 8 294,768 91,542
PROFIT BEFORE INCOME TAX 9 293,410 92,195
Income tax 10 82 (90)
PROFIT FOR THE YEAR 293,492 92,105

OTHER COMPREHENSIVE INCOME

Item that may be reclassified subsequently to profit or loss:

Share of OCI / (losses) in joint venture 5,771 14,038
Income tax relating to item that may be reclassified '
subsequently to profit or loss - -

OTHER COMPREHENSIVE INCOME
FOR THE YEAR, NET OF INCOME TAX 5,771 14,038

TOTAL COMPREHENSIVE INCOME
FOR THE YEAR 299,263 106,143

The notes form part of these financial statements
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Addax Petroleum UK Limited (Registered number: 08135892)

Balance Sheet
31 December 2022

ASSETS

NON-CURRENT ASSETS
Property, plant and equipment
Investments

CURRENT ASSETS
Trade and other receivables
Cash and cash equivalents

TOTAL ASSETS

EQUITY

SHAREHOLDERS' EQUITY
Called up share capital
Retained earnings

TOTAL EQUITY

LIABILITIES
NON-CURRENT LIABILITIES
Trade and other payables

CURRENT LIABILITIES

Trade and other payables
Tax payable

TOTAL LIABILITIES

Notes

12
13

14
15

16
17

18

18

TOTAL EQUITY AND LIABILITIES

The financial statements were approved by the Board of Directors

..21009/2023 ... and were signed on its behalf by:

D K Moore - Director

572,011

31.12.22
$'000

1
570,992

570,993

472
546

1,018

1

(2,916,646)

(2,916,645)

3,406,213

82,525
(82)

82,443

3,488,656

572,011

The notes form part of these financial statements

" Page 9

and authorised for

31.12.21
$'000

3
270,454

270,457

346
133

479

270,936

1

(3,215,909)

(3,215,908)

3,405,859

80,895
90

80,985

3,486,844

270,936
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Addax Petroleum UK Limited

Statement of Changes in Equity
for the Year Ended 31 December 2022

Called up _
share Retained Total
capital earnings equity
$'000 . $'000 $'000

Balance at 1 January 2021 1 (3,322,052) (3,322,051)
Changes in equity
Profit for the year - 92,105 92,105
Total comprehensive income - 92,105 92,105
Other comprehensive
income / (losses) - 14,038 14,038
Total transactions with owners,
recognised directly in equity - 14,038 14,038
Balance at 31 December 2021 1 (3,215,909) (3,215,908)
Changes in equity
Profit for the year - 293,492 293,492
Total comprehensive income - 293,492 293,492
Other cohxprehensive
income / (losses) - 5,771 5,771
Total transactions with owners,
recognised directly in equity - 5,771 5,771
Balance at 31 December 2022 1 (2,916,646) (2,916,645)

The notes form part of these financial statements

Page 10



Addax Petroleum UK Limited

Cash Flow Statement
for the Year Ended 31 December 2022

Notes
Cash flows from operating activities
Cash generated from operations 1
Tax paid

Net cash from operating activities

Increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of
year : 2

Cash and cash equivalents at end of year 2

31.12.22
$000

503
0

413

413

133

546

The notes form part of these financial statements
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(44)

177

133



Addax Petroleum UK Limited

Notes to the Cash Flow Statement

for the Year Ended 31 December 2022

1.

RECONCILIATION OF PROFIT BEFORE INCOME TAX TO CASH GENERATED FROM

OPERATIONS
31.12.22
$'000
Profit before income tax 293,410
Depreciation charges 1
Finance income (294,768)
(1,357)
(Increase)/decrease in trade and other receivables (124)
Increase/(decrease) in trade and other payables 1,984
Cash generated from operations 503

CASH AND CASH EQUIVALENTS

31.1221

$000

92,195

1
(91,542)

654
4
(853)

(195)

The amounts disclosed on the Cash Flow Statement in respect of cash and cash equivalents are in respect of these

Balance Sheet amounts:

Year ended 31 December 2022

31.12.22

$'000

Cash and cash equivalents 546
Year ended 31 December 2021

31.12.21

$'000

Cash and cash equivalents 133

The notes form part of these financial statements
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Addax Petroleum UK Limited

Notes to the Financial Statements
for the Year Ended 31 December 2022

1.

GENERAL INFORMATION
a) Organisation

Addax Petroleum UK Limited ("the Company") is a private company limited by shares, incorporated in England

- & Wales under the Companies Act 2006. Its registered office address is Suite 1, 7th Floor, 50 Broadway,

London, SW1H 0BL.

The Company's direct parent and the lowest level at which a consolidation is prepared is Addax Petroleum
Holdings Limited ("APHL"), a company incorporated in the British Virgin Islands under the BVI Business
Companies Act 2004 (as amended). Its registered office address is Road Town, Tortola, British Virgin Islands.

The Company is an indirect wholly-owned subsidiary of Sinopec International Petroleum Exploration and
Production Corporation ("SIPC"). The ultimate beneficial owners are China Petrochemical Corporation ("CPC"
or "Sinopec group”), China Chengtong Holdings Group Ltd and China Reform Holdings Corporation Ltd, which
are all State-owned entities of the People's Republic of China, incorporated in the People's Republic of China.

b) Principal activities

The Company's principal activity is holding and managing its 49% shareholding in Repsol Sinopec Resources
(UK) Ltd ("RSRUK") based in Aberdeen, United Kingdom. The Company has contractually agreed to share
control over RSRUK with another party from the date of acquisition, viz., Talisman Colombia Holdco Limited,
making RSRUK a joint venture.

In addition, the Company assists its immediate parent on a legal case, recharges the costs with a mark up, which
is not considered as the Company's trading income.

Page 13 continued...



Addax Petroleum UK Limited

Notes to the Financial Statements - continued
for the Year Ended 31 December 2022
2. ACCOUNTING POLICIES
Basis of preparation
The Company's financial statements have been prepared and approved by the Directors in accordance with

International Financial Reporting Standards as adopted by the United Kingdom.

Application of new and revised International Financial Reporting Standards:

Amendments to JFRSs that are mandatorily effective for the current year

- Property, Plant and Equipment: Proceeds before Intended Use;

- Amendments to IAS 16;

- Onerous contracts- Cost of Fulfilling a Contract — Amendments to IAS 37;
- Annual Improvements to IFRS Standards 2018-2020; and

- Reference to the Conceptual Framework -Amendments to IFRS 3.

The management do not consider the amendments listed above did have any impact on the amounts recognised in
prior periods and are not expected to significantly affect the current or future periods

New and revised IFRSs in issue but not yet endorsed

Certain new accounting standards, amendments to accounting standards and interpretations have been published
that are not mandatory for 31 December 2022 reporting periods and have not been early adopted by the
company. These standards, amendments or interpretations are not expected to have a material impact on the
entity in the current or future reporting periods an on foreseeable future transactions.

The historical cost basis has been used in the preparation of the financial statements, and explained in the
accounting policies below. The historical cost is generally based on the fair value of the consideration given in
exchange for assets.

The Directors have decided to present the Company's loan due to its immediate parent as a long-term loan
instead of a current liability, in order to reflect the substance of the financing and to show a true and fair view.

All amounts in the financial statements and notes have been rounded off to the nearest thousand US Dollars,
unless otherwise stated.

Going concern

The joint venture company ("RSRUK") will continue to undertake a significant programme of investment in
capital projects and upgrades to existing assets in order to maximise future retums and cash flows of the
business, subject to shareholders' unanimous consent. Under the Shareholders' Agreement, among other things,
China Petrochemical Corporation unconditionally and irrevocably guarantees the full, due and punctual
performance and observation by APUK of all the obligations of APUK to Talisman Colombia Holdco Limited
and RSRUK.

The Company has received a confirmation of support from its immediate parent APHL. APHL will assist the
Company in meeting its liabilities as and when they fall due, but only to the extent that money is not otherwise
available to the Company to meet such liabilities. APHL will continue to cover any legal costs incurred in
relation to the existing case that APUK is engaged in, by way of recharge and recognised as other operating
income.

APHL itself has received a written confirmation, which provides that its indirect parent, Sinopec Intemational
Petroleum Exploration and Production Corporation ("SIPC") will continue to provide financial support and assist
APHL in meeting its liabilities as and when they fall due.

As a result, the Directors have a reasonable expectation that the Company has adequate resources to continue in

operational existence for the foreseeable future and therefore the financial statements have been prepared on a
going concem basis. '

Page 14 continued...



Addax Petroleum UK Limited

Notes to the Financial Statements - continued

for the Year Ended 31 December 2022
Investment in a joint venture
The Company's joint venture investment in RSRUK qualifies as a joint venture as the Company has contractually
agreed to share control with another party.

APUK accounts for its interest in RSRUK using the equity method, and is entitled to 49% of assets, liabilities,
income and expenses. When the entity's interest is reduced to zero, additional losses are provided for, and a
liability is recognised, only to the extent it has incurred legal or constructive obligations to make payments on
behalf of the joint venture. In addition, the Company discloses the share of commitments and obligations in the
notes to the financial statements. The directors obtained the information from the audited accounts of the joint
venture company.

Although the directors have no reasons to doubt the reliability of those audited accounts, it is a fact that the
correction of immaterial errors in those accounts could have a material impact on the accounts of this company.
For this reason only, there is an uncertainty in the amounts recognised in this company's accounts relating to the
joint venture, that could be material to this company.

Provisions and long-term liabilities

Provisions are recognised when APUK has a present obligation (legal or constructive) as a result of a past event,
it is probable that APUK will be required to settle the obligation, and a reliable estimate can be made of the
amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding the
obligation.

Present obligations arising under onerous contracts are recognised and measured as provisions. An onerous
contract is considered to exist if APUK has a contract under which the unavoidable costs of meeting its
obligations under the contract exceed the economic benefits expected to be received from the contract.

Contingent liabilities are possible obligations whose existence will only be confirmed by future events not wholly
within the control of the Company. Contingent liabilities are not recognized in the financial statements but are
disclosed unless the possibility of an outflow of economic resources is considered remote. The evaluation of the
likelihood of the contingent events requires management judgment as to the probability of exposure to potential
loss.

Revenue recognition

Revenue from management services rendered is recognized when the service has been performed, the amount of
income can be measured reliably and it is probable that the economic benefits will flow to the Company, net of
discounts, VAT and other sales related taxes.

Cash and cash equivalents .

Cash represents cash in hand and deposits held on demand with financial institutions. Cash equivalents are
short-term, highly-liquid investments with original maturities of three months or less (as at their date of
acquisition). Cash equivalents are readily convertible to known amounts of cash and subject to an insignificant
risk of change in that cash value.

In the presentation of the Statement of Cash Flows, cash and cash equivalents also include bank overdrafts. Any
such overdrafts are shown within borrowings under ‘current liabilities’ on the Statement of Financial Position.

Property, plant and equipment
Depreciation is provided at the following annual rates in order to write off each asset over its estimated useful
life.

Plant and machinery - 25% on cost

Page 15 continued...



Addax Petroleum UK Limited

Notes to the Financial Statements - continued
for the Year Ended 31 December 2022

2.

ACCOUNTING POLICIES - continued

Financial instruments

Financial assets and financial liabilities are recognised in the Company’s statement of financial position when the
Company becomes a party to the contractual provisions of the instrument. The Company has classified financial
assets and liabilities into the following classes: trade receivables and other current and non-current financial
assets, equity investments, cash and cash equivalents, trade payables and other non-interest-bearing liabilities.
The categorisation of the financial instrument for measurement purposes is done based on the objective for
holding the asset and the asset's contractual cash flow characteristics determined at initial recognition.

Financial instruments are initially measured at fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial instruments are added to or deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition. All other categories of financial instruments are
subsequently measured at their amortised cost using the effective interest rate method.

Trade and other réceivables

Trade and other receivables are initially recognised at fair value and thereafter stated at amortized cost less
accumulated impairment losses for bad and doubtful debts. Trade and other receivables are derecognised if
APUK's contractual rights to the cash flows from these financial assets expire or if APUK transfers these assets
to another party without retaining contro! of substantially all risks and rewards of the assets.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand, bank deposits and are subject to an insignificant risk of
changes in value. Cash equivalents are stated at cost, which approximates fair value.

Trade and other payables

Trade and other payables are initially recognised at fair value and thereafter stated at amortized cost unless the
effect of discounting would be immaterial, in which case they are stated at cost. In order to reflect the substance
of the financing and to show a true and fair view, the Directors can make decision to present a current liability
with no interest charges as a long term loan, if this liability is an intercompany loan and the company receives a
confirmation from the lender.

Impairment of financial assets A

Trade accounts receivable, other receivables and investments in equity securities that do not have a quoted
market price in an active market, other than investments in associates and jointly controlled entities, are assessed
for indicators of impairment at the end of each reporting period. Financial assets are considered to be impaired
when there is objective evidence that, as a result of one or more events that occurred after the initial recognition
of the financial asset, the estimated future cash flows of the investment have been affected. For financial assets
carried at cost, the amount of the impairment loss is measured as the difference between the asset's carrying
amount and the present value of estimated future cash flows, discounted at the current market rate of return for a
similar financial asset. Such impairment loss will not be reversed in subsequent periods.

The impairment loss is measured as the difference between the asset's carrying amount and the estimated future
cash flows, discounted at the current market rate of return for a similar financial asset and is recognised as an
expense in the income statement. Impairment losses for trade and other receivables are reversed through the
income statement if in a subsequent period the amount of the impairment losses decreases. Impairment loss for
equity securities is not reversed.

Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as reported in
the income statement because of items of income or expense that are taxable or deductible in other years and
items that are never taxable or deductible. APUK's liability for current tax is calculated using tax rates that have
been enacted or substantively enacted by the end of the reporting period.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the balance
sheet date.
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2.

ACCOUNTING POLICIES - continued

Foreign currencies
The US dollar is the presentation and functional currency as it best reflects the underlying transactions, events
and conditions for the Company.

For the purposes of presenting financial statements, the assets and liabilities are translated into US dollars using
exchange rates prevailing at the end of each reporting period. Income and expense items are translated at
exchange rates prevailing on the last day of the month prior to the date of the transaction unless exchange rates
fluctuate significantly during that period, in which case the exchange rates at the date of transactions are used.
Exchange differences arising, if any, are recognised in the statement of income.

At the end of each reporting period, monetary items denominated in foreign currencies are retranslated to US

“dollars at the rates prevailing at the end of each reporting period. Non-monetary items in a foreign currency that

are measured in terms of historical cost are not retranslated. Exchange differences on monetary items are
recognized in profit or loss in the period in which they arise.

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Company's accounting policies, management is required to make judgements, estimates
and assumptions about the carrying amounts of assets and liabilities, the disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the
year. The estimates and associated assumptions are based upon historical experience and other factors that are
not readily apparent from other sources but management considered to be relevant. Actual results may differ
from these estimates and the differences could be significant.

The estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised if the revision affects only that period or in the
period of the revision and future periods if the revision affects both current and future periods.

Investment in a joint venture

The amount of the investment in a joint venture in this company's accounts, involves estimation. The degree of
uncertainty could be material to this company due to the business scale of the joint venture. The amounts
included in these accounts relating to the joint venture have been derived from the audited accounts of the joint
venture company. Although the directors have no reasons to doubt the reliability of the audited accounts, itis a
fact that the correction of immaterial errors in the accounts of the joint venture company could have a material
impact on the accounts of this company.

Loan due to immediate parent APHL
The balance due to the company's immediate parent APHL instead of in fact is currently liability, non-interest

bearing and payable on demand. However, the Directors have presented th amount as a long term loan due to
APHL, in order to reflect the substance of the financing and to show a true and fair view. In support of this
judgement, the company receives confirmation from APHL that there will be no repayment demand with respect
to the amount owing until the company has sufficient cash flow.

REVENUE

Revenue from contracts with customers
Revenue represents management services rendered to the joint venture company.

OTHER OPERATING INCOME
31.12.22 31.12.21
$'000 $'000
Other income . 8,174 9,228
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6. EMPLOYEES AND DIRECTORS

Wages and salaries
Social security costs
Other pension costs

The average number of employees during the year was as follows:

Directors
Administration

Directors' remuneration .
Directors' pension contributions to money purchase schemes

Information regarding the highest paid director is as follows:

Emoluments etc
Pension contributions to money purchase schemes

7. EMPLOYEES BENEFITS

A pension contribution of $9K (2021: $11K) has been included in the general and administrative costs.

8. NET FINANCE INCOME

Finance income:
Interest in joint venture

9. PROFIT BEFORE INCOME TAX

The profit before income tax is stated after charging/(crediting):
Depreciation - owned assets
Auditors' remuneration

Auditors' remuneration for non audit work
Foreign exchange differences
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10. INCOME TAX

Analysis of tax (income)/expense :
31.12.22 31.12.21

$'000 $'000
Current tax:
Tax . (82) 90
Total tax (income)/expense in statement of comprehensive income (82) 90

Factors affecting the tax expense
The tax assessed for the year is lower than the standard rate of corporation tax in the UK. The difference is
explained below: :

31.12.22 31.12.21
$'000 $'000

Profit before income tax 293,410 92,195
Profit muitiplied by the standard rate of corporation tax in the UK of 19% ’
(2021 - 19%) 55,748 17,517
Effects of:
tax purposes
Share of (profits) / losses in joint venture that are not allowable (56,006) (17,393)
Tax losses not utilised - ' (34)
Deferred tax not recognised 176 -
Tax (income)/expense (82) 90

There are no potential deferred tax assets with respect to the tax losses and timing differences, since all tax losses
were fully used in 2017. Post 2018, no deferred tax assets were recognised.

11. OTHER COMPREHENSIVE INCOME

Investment gains in joint venture

31.12.22 31.12.21

$'000 $'000

Share of profit of joint venture 294,768 91,542
Share of other comprehensive income 5,771 14,038

300,539 105,580
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12. PROPERTY, PLANT AND EQUIPMENT

COST
At 1 January 2022
and 31 December 2022

DEPRECIATION
At 1 January 2022
Charge for year

At 31 December 2022

NET BOOK VALUE
At 31 December 2022

At 31 December 2021
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13.

INVESTMENTS

On 23 July 2012, APUK along with SIPC entered into an agreement (the "Share Purchase Agreement") with
Talisman Energy Inc., and Talisman Colombia Holdco Limited (collectively "Talisman") to purchase a 49%
non-operated equity interest in Talisman Energy UK Limited. The transaction was completed on 17 December
2012 and Talisman Energy UK Limited subsequently changed its name to Talisman Sinopec Energy UK
Limited. In July 2016 the name was changed to Repsol Sinopec Resources UK Limited ("RSRUK") following
the acquisition of Talisman by Repsol SA in May 2015.

RSRUK, incorporated in England and Wales, is engaged in the exploration for, and development and production
of crude oil and natural gas in the UK North Sea. RSRUK is governed by a Shareholders' Agreement dated 17
December 2012, which requires unanimous consent to be obtained from the shareholders for all significant
operating and financing decisions. '

In 2016, the Company's ultimate beneficial owners became 3 State owned entities of the People's Republic of
China, and these have committed to financially support APUK, then RSRUK. APUK has obligation to continue
investing in RSRUK to fund its operating and capital expenditures until 31 December 2018, under a Subscription
Agreement. No cash has been invested in RSRUK during the year. RSRUK is expected to maintain positive cash
flows over the next five years. Therefore, a new Subscription Agreement is not expected to be entered into.

The following table summarises the financial position of the joint venture. Based on the Shareholders'
Agreement, the Company has calculated and provided its obligation to the joint venture at year end.

31.12.22 31.12.21
$'000 $'000
Total non-current assets 2,125,065 2,406,777
Total current assets 2,594,645 2,170,691
Total current liabilities (490,738) (496,071)
Total non-current liabilities (3,063,682) (3,529,450)
Net assets 1,165,290 551,947
Investment in joint venture (49%) 570,992 270,453
The following table summarises movement of the Company's asset value:
31.12.22 31.12.21
$'000 $'000
At1l Jahuary 2022 270,453 164,873
Cash injection , - ' -
Investment gains in joint venture (note 11) ) 300,539 105,580

At 31 December 2022 570,992 270,453
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The following information presented are the amounts included in the financial statements of the joint venture
adjusted for fair value adjustments made at the time of acquisition, as appropriate. The fair value adjustments
relate to property, plant and equipment, provisions, assets impairments and goodwill.

31.12.22 31.12.21

$'000 $'000

Cash and cash equivalents : 2,056,259 1,562,972

Revenue 1,433,960 1,009,504
Depreciation (345,994) (282,968)

Finance income 55,966 50,623
Tax expenses/(credit) for the year 63,863 (45,004)

Other comprehensive income/(loss) 11,777 28,649

Profit /(loss) after tax expenses/(credit) 601,567 186,821

14, TRADE AND OTHER RECEIVABLES
31.12.22 31.12.21
$'000 $'000
Current:

Amounts owed by group undertakings 454 292

VAT - 36

Prepayments 18 18

472 346

The carrying values of the other receivables are equal to their fair value at the end of the reporting period.
Amounts owed by group undertakings represent the unpaid invoices, recharged to RSRUK.

15. CASH AND CASH EQUIVALENTS

31.12.22 31.12.21

$'000 $'000

Bank account 1 510 124
Bank account 2 36 9
546 133

16. CALLED UP SHARE CAPITAL

The total number of issued and fully paid ordinary shares at 31 December 2022 is 1,000 (2021: 1,000) shares at
$1 each at nominal value.

17. RESERVES

Retained
earnings
$'000
At 1 January 2022 (3,215,909)
Profit for the year 293,492
Other comprehensive
income / (losses) 5,771
At 31 December 2022 (2,916,646)
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18.

19.

TRADE AND OTHER PAYABLES

31.12.22 31.12.21
$'000 $'000
Current:

Amounts owed to group undertakings 81,786 80,758
Social security and other taxes 81 86
Accrued expenses _ 528 51
VAT 130 -
82,525 80,895

Non-current:
Amounts owed to group undertakings 3,406,213 3,405,859

Aggregate amounts 3,488,738 3,486,754

Included in trade and other payables, amounts due to group undertakings are non-interest bearing and payable on
demand. The carrying values of the trade and other payables are equal to their fair value at the end of the
reporting period.

APHL, APL and SIPC have all confirmed that it will make no repayment demand with respect to the amount
owing to them by APUK, amounting to $3,406mil (2021: $3,406mil) due to APHL, $82mil (2021: $81mil) due
to APL and $1.11mil (2021:$0.3mil) due to SIPC, for a minimum period of twelve months from the date of this
report. The amounts owing are non-interest bearing with no set of repayment dates.

Although the Company does not have an unconditional right to defer settlement of these balances for more than
12 months from the balance sheet date, the Directors have decided to present the amount due to APHL as a long
term loan rather than a current liability, in order to reflect the substance of the financing and to show a true and
fair view.

CONTINGENCIES

RSRUK is required to provide letters of credit as security in relation to certain decommissioning obligations in
the United Kingdom pursuant to contractual arrangements under Decommissioning Security Agreements (DSASs).
At 31 December 2022, RSRUK has provided letters of credit in the amount of £969mil (2021: £1,054mil) as
security for the costs of future dismantlement, site restoration and abandonment costs for certain North Sea
fields.

In 2022, 49% of the letters of credit issued on behalf of RSRUK were secured by back to back letters of credit

from facilities entered into either by APHL or SIPC. This arrangement allows APUK to meet its obligations
under the Shareholders' Agreement.

Page 23 continued...



Addax Petroleum UK Limited

Notes to the Financial Statements - continued
for the Year Ended 31 December 2022

20, COMMITMENTS
Deferred Compensation Plan (DCP)
Awards under the DCP to the Company's employees shall be purely discretionary, do not form part of the
employees' contractual remuneration and are not pensionable. The DCP allocates an Award which vests two

years after the Award is made. The grant date is 1st August.

As at 31 December 2022, the estimated accrued award is as follows:

Vesting date Estimated Estimated

award to vest non- vested

award

$'000 ' $'000

Deferred Compensation Plan August 2023 203.5 203.5
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21. RELATED PARTY TRANSACTIONS

The transactions took place in between APUK and its related parties:

31.12.22 31.12.21
$'000 $'000

Management service fees:
Addax Petroleum Holdings Limited - immediate parent 8,174 9,228
Repsol Sinopec Resources (UK) Limited - joint venture 1,576 746
Charges:
Addax Petroleum Limited - fellow subsidiary (183) (227)
Sinopec International Petroleum Exploration and Production
Corporation - Parent (1,024) (269 )

All transactions with these related parties are recorded at amounts agreed to by parties.

Amounts due from/(to) related parties are included in accounts receivable and accounts payable in the statement
of financial positions are as follows:

31.12.22 311221 -
$'000 $'000
Addax Petroleum Holdings Ltd (Note 18) (3,406,213) (3,405,859)
Addax Petroleum Ltd (Note 18) (80,672) (80,489)
Sinopec International Petroleum Exploration and Production
Corporation (Note 18) (1,024) (269)
Repsol Sinopec Resources (UK) Limited (Note 14) - 292

The amount due to Addax Petroleum Holdings Limited includes the following items:

31.12.22 31.12.21
$'000 $'000
Loan to acquire shares in RSRUK in December 2012 (1,075,464) (1,075,464)
Interest on loan to acquire above shares in RSRUK (79,148) (79,148)
Additional issued shares in RSRUK (1,138,383) (1,138,383 )
Cash injection to fund issue of shares in RSRUK (1,220,100) (1,220,100)
Cash from RSRUK - BG settlement in 2017 18,599 18,599
Transfer pricing from APUK to APHL - recharges 168,991 160,818
Funding to APUK and covering recharges (80,708) (72,180)

(3,406,213) (3,405,859)

A Deposit Agreement was entered on 22 September 2017, to enable RSRUK to deposit excess cash
proportionately with Addax Petroleum Holdings Limited and Repsol Tesoreria y Gestion Financiera, S.A. on
short-term and long term basis until the funds are required to meet cash flow requirements. Based on the
agreement, APHL has received a cash deposit of total $994.7mil from RSRUK since 22 September 2017 up to
31 December 2022. .

22, EVENTS AFTER THE REPORTING PERIOD

On 28 April 2023 Repsol and Sinopec announced that, subject to the satisfaction of certain conditions, Repsol
will acquire from Sinopec its 49% interest in the shares of Repsol Sinopec Resources UK Limited held via
Addax Petroleum UK Limited. Respol and Sinopec have immediately suspended and at completion, will settle,
the long running arbitration proceedings in relation to Sinopec's acquisition of its stake in Repsol Sinopec
Resources UK Limited from the Canadian group, Talisman (which was subsequently acquired by Repsol).
Completion of the share transfer and the settlement of the arbitration is expected to occur before the end of 2023,
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23.

FINANCIAL INSTRUMENTS
Capital Management
APUK manages its capital to ensure it will be able to continue as a going concerm.

The capital structure of APUK consists of net debt (shareholder advance offset by cash and cash equivalents) and
equity. APUK is not subject to externally imposed capital requirements.

APUK may issue new debt or equity or similar instruments, reduce debt levels, or make adjustments to its capital
expenditure program.

Categories of financial instruments

31.12.22 31.12.21
$'000 $'000
Financial Assets
Held for trading: :
Cash and cash equivalent 546 133
Loans and receivables:
Trade and receivables and other current assets 472 346
1,018 479
Financial Liabilities
Other liabilities:
Trade and other payables 82,436 80,895
Long term borrowings 3,406,213 3,405,859

3,488,649 3,486,754

The carrying value of the financial assets and liabilities approximates their fair value.
Financial risk management objectives

The Directors manage the financial risks relating to the Company in conjunction with those of the Group of
which it is part of and steps are taken where necessary to ensure these risks are appropriately managed. The
Company does not enter or trade financial instruments, including derivative financial instruments, for speculative
purposes.

Market risk

Market risk is the risk or uncertainty arising from possible market price movements and their impact on the
future performance of the business. The Company is primarily exposed to financial risk of change in foreign
currency exchange rates and in the interest rates.

Foreign exchange risk
APUK is exposed to foreign exchange risk because its joint venture undertakes transactions in foreign

currencies, primarily with respect to the British pound ("GBP"). There are no hedging policies in place or
hedged transactions, as the majority of financial flows are denominated in USD.

Interest rate risk
APUK is no longer exposed to interest rate risk on its outstanding borrowings as the amounts due to group
undertaking are non-interest bearing,.

APUK manages this risk through regular review of market conditions and exchange rates, for which, if

considered necessary, recommendations for changes to existing financing or new arrangements are presented to
the board of directors or management committee for approval.
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Credit risk

Credit risk is the risk of economic loss arising when counterparty fails to meet its obligations as they become
due. Credit risk encompasses both the direct risk of default and the risk of a deterioration of creditworthiness and
the respective concentration risk.

The credit risk on receivables is limited because the counterparties are related parties which are closely
monitored by the management.

Liquidity risk

Liquidity risk encompasses the risk that a company cannot meet its financial obligations in full.

The Company is able to obtain financing from APHL and ultimate parents as required. These funds are primarily
used to finance working capital and administrative expenses. APUK manages its liquidity risk by regularly

monitoring its cash flows, holding adequate amounts of cash.

Liquidity and interest risk tables ($'000)

. At 31 December 2022 Interest Less than Year1-5 Over Total

rate % 1 year 5 years

Financial Assets: )

Cash and cash equivalents - 546 S - 546

Loan and receivables - 472 - - 472

Financial Liabilities:

Trade and other payables - 82,436 - - 82,436

Long term borrowings - - 3,406,213 - 3,406,213

At 31 December 2021 Interest Less than Year1-5 Over Total
rate % 1 year 5 years

Financial Assets: :

Cash and cash equivalents - 133 - - 133

Loan and receivables - 346 - - 346

Financial Liabilities:

Trade and other payables - 80,895 - - 80,895

Long term borrowings - - 3,405,859 - 3,405,859
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