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Annual report and financial statements
31 December 2014

Strategic report

The directors present their strategic report on the company for the period ended 31 December 2014.

Review of business and future developments:
The company was incorporated on 8 J ulyA2014 and these comprise the first financial statements of the company.

On 13 October 2014, the company acquired a 51% share of the shale section of a joint Petroleum Exploration and
Development Licence (PEDL) in the UK from BG Group. This licence (PEDL 133) covers 330 square kilometres
of the Midland Valley of Scotland which includes INEOS Grangemouth refining and petrochemical complex and
the area around it.

On 31 October 2014, the company acquired an 80% interest in PEDL 162 from Reach Coal Seam Gas Limited.
PEDL 162 covers 400 square kilometres of the Midland Valley of Scotland and sits to the south of PEDL 133. As
part of this deal, the company will be the operator of the licence and will fund the initial appraisal activity.

In November 2014, the company made an application to the Department of Energy and Climate Change (DECC) in
respect of the granting of a significant number of PEDLs due to be released in the next licencing round (“the 14t
Round”). The company has outlined an ambitious proposal to invest in the development and promotion of UK
Shale gas exploration and appraisal. The company is committed to ensuring the local communities benefit from any
developments through the payment of up to 6% of revenues to communities and landowners.

Other than various ongoing desk studies, no exploration or evaluation activity was undertaken during the period
ended 31 December 2014. .

The costs incurred during the period ended 31 December 2014 were primarily associated with the acquisition of
licences and have been treated as pre licence costs and expensed in accordance with the Company’s accounting
policy.

In January 2015, the Scottish Government announced a moratorium on all planning consents for unconventional gas
extraction and therefore there are no immediate plans to carry out any exploration activities in Scotland.

On 6 May 2015, the company acquired a 60% interest in PEDLs 145, 193 and EXL 273 and a 50% interest in
PEDLs 147, 184, 189 and 190 from IGas. these licences are all in the North West of England. Additionally, the
company acquired IGas’s remaining interest in PEDL 133 which resulted in the company having complete
ownership of this licence. The company also acquired. 20% interest in PEDLs 012 and 200 located in the East
Midlands. The total consideration for this deal was £30 million.

On 15 July 2015, the Company incorporated INEOS Offshore BCS Limited, a wholly o‘wned subsidiary.

On 18 August 2015, as part of the first announcement in relation to the 14" licencing round , the company was
awarded 3 PEDL licences covering a total area of approximately 250 square kilometres in the East Midlands.
Results and dividends

The loss for the financial period before taxation was £3,931,000. The directors do not propose the payment of a
dividend. : ' :

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. The 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.
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Strategic report (continued)

Key performance indicators (KPIs)

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
the group’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
Holdings 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

ik

Y Ali
Company secretary
20 November 2015
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Directors’ report for the period ended 31 December 2014

The directors present their report and audited financial statements of the company for the period ended 31 December
2014. ‘

Principal activities

The principal activities of INEOS Upstream Limited. is the exploration and evaluation® of land leading to
development and ultimately production of shale gas. . '

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 accounts on the going concern basis is appropriate due to the continued
financial support of the parent company INEOS Industries Holdings Limited. The directors have received
confirmation that INEOS Industries Holdings Limited intend to support the company for at least one year after these
financial statements are signed.

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 programme 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.

Directors

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

G Beami.sh (Appointed 26 August 2014)

SG Bbennett (Appointed 5 January 2015, Resigned 30 April 2015)
P Erwin (Appointed 26 August 2014) _

J F Ginns (Appointed 8 July 2014, Resigned 1 September 2014)

G R Haywood  (Appointed 12 March 2015)

L H Heemskerk (Appointed 8 July 2014, Resigned 1 September 2014)
G.Leask (Appointed 8 July 2014, Resigned 1 September 2014)
T Pickering (Appointed 26 August 2014) '

Health & safety

The company has complied with all HSSE laws, regulations and permits. During the period ended 31 December
2014 activities were primarily focused on acquisition of PEDLSs and so there was a limited need to comply with such
laws, regulations and permits. As we begin to explore and evaluate these PEDLs we will focus on putting systems
in place to ensure that the highest possible standards of environmental compliance and protection are followed.
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Directors’ report for the period ended 31 December 2014 (continued)

Statement of directors’ responsibilities

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

UK 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 with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law). Under UK 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 UK Accounting Standards, including FRS 101 have been followed, subject to any
material departures disclosed and explained in the financial statements;

e notify its shareholders about the use of disclosure exemptions, if any, of FRS101 used in the preparation of
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

Each of the persons who is a director at the date of approval of this report confirms that:

(i) so far as each director is aware, there is no relevant audit information of which the company’s auditors are
unaware.

(ii) each director has taken all the steps that he ought to have taken in his duty as 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.

This confirmation is given and should be interpreted in accordance with the provisions of section 418 of the
Companies Act 2006.

Independent Auditors
During the period PricewaterhouseCoopers LLP were appointed as auditors of the company.

By order of the board.

Y Ali

Company secretary

20 November 2015
Registered number 9121775
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Indépendent auditors’ rep_orf 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 2014 and of its loss for the
" period then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Pracnce
and

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

What we have audited

INEOS Upstream Limited’s financial statements comprise:

e the balance sheet as at 31 December 2014;
e the profit and loss account for the period then ended;
e the statement of changes in equity for the period then ended; and

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

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

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

Opinion on other matter prescribed by the Compam'es Act 2006

In our opinion the information given in the Strategic Report and the Directors’ Report for the financial period for
which the financial statements are prepared is consxstent with the financial statements. -
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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. -
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Independent auditors’ report to the members of INEOS Upstream Limited
(continued) ’

What an audit of financial staterﬁents involves

We conducted our audit in accordance with 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:

o  whether the accounting policies are appropriate to the company’s circumstances and have been consistently
applied and adequately disclosed;

e the reasonableness of significant accounting estimates made by the directors; 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 auditing techniques, to the extent we consider necessary
to provide a reasonable basis for us to draw conclusions. We obtain audit evidence through testing the effectiveness
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.

Michael Jeffrey (Senior Statutory Auditor)

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

20 November 2015
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Profit and Loss Account

for period ended 31December 2014
Note 2014
£000
Administrative ekpenses (3,900)
Operating loss ' : ) 2 (3,900
Interest payable and similaf charges : A . 5 31)
Loss on ordinary activities before taxation 3,931
Tax on loss on ordinary activities . ) 6 -
Loss for the financial period 3,931)

All'activities of the company relate to continuing operations.

\

The company has no recognised other comprehénsive income and therefore no separate statement of other comprehensive

income has been presented
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Balance Sheet
At 31 December 2014

Note 2014
£000
Fixed assets
Intangible assets
Other intangibles 7 1,858
Current assets
Debtors 9 602
602
Creditors: amounts falling due within one year 10 (966)
Net current liabilities ' (364)
Total assets less current liabilities 1,494
Creditors: amounts falling due after more than one year 11 (5,425)
Net liabilities (3,931)
Capital and reserves
Called up share capital 14 -
Profit and loss account (3,931)
Total equity (3,931)

These financial statements on pages 8 to 22 were approved by the board of directors on 20 November 2015 and were
signed on its behalf by:

Director

Company registered number: 9121775
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Statement of Changes in Equity

Called up Profit and

Share loss . Total

capital  account equity

£000 ~ £000 £000

Balance at 8 July 2014 ’ ' _ ) ] ;
Total comprehensive ex;;ense for the period

- Loss for the financial period o ‘ - (3,931) (3,931)

Balance at 31 December 2014 ‘ ’ - (3,931) (3,931)

10
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" Notes (forming part of the financial statements)

1 Accounting policies

INEOS Upstream Limited (the “company”) is a limited company incorporated and domiciled in the UK. The
registered office address is Hawkslease, Chapel Lane, Lyndhurst, Hampshire, SO43 7FG.

These financial statements were prepared in accordance with Financial Reporting 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.

In these financial statements, the company has adopted FRS 101 early and for the first time.

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:

¢ a Cash Flow Statement and related notes;
e Disclosures in respect of transactions with wholly owned subsidiaries ;
¢ Disclosures in respect of capital management;
o The effects of new but not yet effective IFRSs and;
e Disclosures in respect of the compensation of Key Management Personnel.

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

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

e Certain disclosures required by IFRS 13 Fair Value Measurement and the disclosures reqmred by IFRS 7
Financial Instrument Disclosures

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods
presented in these financial statements.

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 matenal adjustment in the next year are discussed in
note 19.

1.1 Measurement convention

The financial statements are prepared on the historical cost basis except that the following assets and liabilities are
. stated at their fair value: derivative financial instruments, financial instruments classified as fair value through the
profit or loss or as available-for-sale. Non-current assets and disposal groups held for sale are stated at the lower of
previous carrying amount and fair value less costs to sell.

‘1.2 Going concern

The company meets its day-to-day working capital requirements through its intercompany loan facility. After
making enquiries, the directors have a reasonable expectation that the company has adequate resources available to
continue in operational existence for the foreseeable future as INEOS Industries Holdings 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 functional 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-derivative financial instruments comprise investments in equity and debt securities, trade and other debtors
cash and cash equivalents, loans and borrowings, and trade and other creditors.

Trade and other debtors

" 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 recogniéed. 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.

1.5 - Tangible fixed assets
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 ownershlp 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:

e plant and equipment 5-20 years

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)
L6 Jomt 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. ' . '

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.

17 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 income statement 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 dnllmg 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 bnngmg them to their existing location and
* condition.

13
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Notes (forming part of the financial statements) (continued)

1 Accounting policies (continued)
19 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 negatlve effect on
the estimated future cash flows of that asset that can be estimated reliably.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference 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 impairment 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 combination is allocated to groups of
CGUs 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 carrying
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 depreciation
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.

L11 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.

L12 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 unt11
amortised or 1mpa1red

‘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 using 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 theé acquisition, constriiction or production of an asset that takes a
substantial time to be prepared for use, are capitalised as part of the cost 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.

15.
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Notes (forming part of the financial statements) (continued)

1 Accounting policies (continued)
114 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.
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Notes (forming part of the financial statements) (continued)
2 Operating loss
Auditors’ remuneration:
2014
£000
Audit of these financial statemeﬁts ' ' ) 20

3 Staff numbers and costs

There were no employees with contracts of employment in the name of the company during the period.

4 Directors’ remuneration

None of the Directors received any fees or remuneration for services as a director of the company during the
financial period. ’ ’

5 Interest payable and similar chargeé

2014

£000
- Total other interest payable and similar charges . 31
Interest payable and similar charges relates solely to interest payable to group undertakings.
6 Tax on profit on ordinary on activities
Recognised in the profit and loss account

2014
£000 - £000

UK corporation tax ) )
Current tax on income for the perio . ' -

Tax on profit on ordinary activities
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Notes (forming part of the financial statements) (continued)

6 Tax on profit on ordinary activities (continued)

Reconciliation of effective tax rate

Total tax expense

Loss on ordinary activities before taxation

Loss multiplied by the average rate of tax in the UK of 62 %

Expenses not deductible for tax purposes

Adjust closing deferred tax to average rate of 62%

Deferred tax not recognised

Total tax expense

INEOS Upstream Limited
Annual report and financial statements
- 31 December 20{4

2014
£000,

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. The applicable ring fence tax rate during the period was 62%, comprising
30% ring fence corporation tax and 32% supplementary charge. These were also the substantively enacted rates at
the balance sheet. The supplementary charge rate has subsequently been reduced to 20% giving a total tax rate of

50%, this change was substantively enacted in March 2015.

7 Intangible assets
Cost T
Balance at 8 July 2014

Other acquisitions — externally purchased
Balance at 31 December 2014

Accumulated amortisation and impairment
Balance at 8 July and 31 December 2014

Net book value
At 8 July 2014

At 31 December 2014

8  Interestsin joint‘ arrangements

- Interests in joint operations

Exploration
and
Evaluation
expenditure
£000

1,858

1,858

0
wn
[ ' '

1,858

|

Total
£000

1,858

1,858

b4

The company, joihtly with other participants has an interest in PEDL 133 and PEDL 162. At 31 December 2014,
the company’s share in PEDL 133 was 51% and PEDL 162 was 80%. On 7 May 2015, the company purchased
interests in additional PEDLSs including acquiring the remaining interest in PEDL 133.
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31 December 2014
Notes (forming part of the financial statements) (continued)
9 Déebtors
2014
£000
Taxation and social security 602
10 Creditors: amounts falling due within one year
2014
£000
Trade creditors 468
Accruals ' 498
966
11 Creditors: amounts falling due after more than one year
' 2014
£000
Amounts owed to group undertakings - ) 5,425

12 Interest-bearing loans and borrowings

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

2014
£000
Creditors falling due after more than one year )
Intercompany loan ' 5,425
Terms and debt repayment schedule
Nominal Year of Facevalue  Carrying
Currency interest rate maturity . amount -
2014 2014
£000 £000
Intercorhpany loan B ' £ 5.4% 2017 . 5425 . 5425
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Notes (forming part of the financial statements) (continued)

13 Deferred tax assets and liabilifies

The directors consider that the company shoﬁld not recognise any deferred tax asset as there is insufficient certainty
over the future utilisation of its deferred tax assets. The company has un-provided deferred tax on accelerated
capital allowances of £365,000, unused tax losses of £9,000 and pre-trading expenses of £2,040,000.

14 Capital

Share capital
Ordinary shares

On issue at 8 July 2014
Issued for cash

—

—

On issue at 31 December 2014 — fully paid

Allotted, called up and fully paid
1 Ordinary shares of £1 each

Shares classified in total equity

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one
vote per share at meetings of the Company. .

During the period the company issued 1 £1 ordinary share for a consideration of £1, settled in cash.

15 Contingencies

There are a number of wells on PEDL 133 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.
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Notes (forming part of the financial statéments) (continued)

i

16 Related parties
Other related party transactions

During the period 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 tradmg balances
outstanding at 31 December with other related parties, are as follows:

Other related party transactions
Administrative expenses incurred
from related party
2014
£000

Other related parties : - 3,102

Creditors outstanding

Other related parties ' : . 454

17 Controlling parties

The immediate parent undertaking at 31 December 2014 was INEOS Industries Holdings Limited. The ultimate |
parent company at 31 December 2014 was INEOS AG, a company incorporated in Switzerland.

INEOS Industries Limited is the parent undertaking of the smallest and largest group of undertakings to consolidate
these financial statements. Copies of the financial statements of INEOS Industries Limited can be obtained from the
Company Secretary, Hawkslease, Chapel Lane, Lyndhurst, Hampshire, S043 7FG.

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

18 Subsequent events

Subsequent to the balance sheet date, on 6 May 2015, the Company acquired a 60% interest in PEDLs 145, 193 and
EXL 273 and a 50% interest in PEDLs 147, 184, 189 and 190 from IGas. Additionally, the Company acquired
IGas’s remaining 49% interest in PEDL 133 which resulted in the company having complete ownership of this asset.,
The Company also acquired 20% interest in PEDLs 012 and 200 located in the East Midlands. The total
consideration for this deal was £30 million.

As a result of this acquisition, the company now owns 100% of PEDL 133. A decommissioning provision of
£1,579,000 payable to IGas on demand relating to the 51% share of PEDL 133 has not been recognised on the .
balance sheet at 31 December 2014. During the period from the balance sheet date to the date of acquisition, IGas
did not indicate that the decommissioning liability was payable and therefore there is no need to recognise a
provision. - :

On 18 August 2015, as part of the first announcement in relation to the 14™ licencing round, the company was
awarded 3 PEDL licences covering a total area of approximately 250 square kilometres in the East Midlands.
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Notes (forming part of the financial statements) (continued)

19 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 6 and 13.
Carrying value of intangible exploration and evaluation assets

The Company has capitalised intangible exploration and evaluation assets in accordance with 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 for_ward 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 7.

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 recognised 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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