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The directors present the strategic report their report and the ﬁnanc1al statements for the year ended 31
December 2015.

'STRATEGIC REPORT

Results

The proﬁt for the year after taxation was.$14,576,000 which, when added to the accummlated loss
brought forward at 1 January 2015 of $6,099,000, gtves a total retamed profit forward at 31 December
2015 of $8,477.000.

Principal activity and review of the business

The company is engaged mn the exploration for, and the producuon of, oil and gas in the United
Kmgdom from its mterest in the Foinaven field.

The key fmancial and other performance mdicators during the year were as follows:

' 2015 - 2014 Variance

. . . : $000 ‘ $000 %

Turnover : " 23932 . 28,343 . (15.6)

. Operating profit / (loss) - 1,287 (23,603) 105.5

Profit /(loss) for the year 14,576 . (27,508) 153

Total equity . : C " 68,669 - 54,093 27
2015 2014 Variance

. L % ' % ]

- Quick ratio* - . ;29 - - 55 (26

*Quick ratio is defined as current assets, excluding stock, as a ﬁercentage of current liabilities.

Turnover has decreased primarily as a result of a drop in oil price. During 2015 the average realised
price for oil was $55.63/bbl (2014: $98.61/bb]). The reduction in oil price was partly offset by an
mcrease i production during 2015. Oil and gas preduction increased to 0.45 mmboe durmg 2015 from
0.29 mmboe i 2014. This was due to an improved operating efficiency during the year as in 2014 the
field experienced technical issues resulting in plant shutdowns. The decrease i cost of sales was
mainly driven by a reduction in tariff payments associated with the lower oil price and a lower
depreciation charge. Reduction in depreciation charge was mainly due to a decrease i the carrying
value of assets as a result of the 2014 year end impairment review.

During 2015, the company made an operating profit of $1,287,000 compared to an operating loss of
$23,603,000. This was mainly driven due to a reduction in amounts provided against fixed assets and
msurance clhams received Due to the change in discount rate and revisions to reserves the company .
was required to perform an impairment review of its fixed assets. The lmpalrmem charge of

- $12,914,000 (2014: $28,944,000) primarily arose as a result of a lower commodity price environment
m the near term. The company received an insurance claim amountmg to $9,039,000 dunng 2015
regarding the compressor faihwre and loss of commmumication issues on Fomaven fields m previous

" years. The company received the proceeds from the settlement of an insurance claim amoummg to
$9.039,000 during 2015 regarding the compressor faihwe and loss of commmmication 1ssues on

Fomaven fields in previous years, S



BP AMOCO EXPLORATION (FAROES) LIMITED
' STRATEGIC REPORT
Principal risks and uncertainties

The company aims to deliver sustainable valie by 1dent1fymg and responding successfully to risks.
Risk management is integrated mto the process of planning and performance management for the

group.

The risks listed below, separately or in combmatnon, could have a- matenal advelse effect on the
mplementation of the company’s strategy, business, financial performance, results of operations, cash
flows, liqudity, prospects, shareholder valie and returns and reputation Unless stated otherwise,
further details on these risks are inchided within the risk factors in the strategic report of the BP group
‘Annual Report and Form 20-F for the year ended 31 December 2015.

Gulf of Mexico _onl spill

~ On 2 July 2015 agreements in principle to settle all federal and state claims and claims made by more
than 400 local government entities were signed. See BP Annual Report and Form 20-F 2015 for further
mformation on these agreements. The agreements became effective on 4 April 2016.

The agreements described above significantly reduce the uncertainties faced by BP following the Gulf
of Mexico oil spill in 2010. There contimies to be uncertainty regarding the outcome or resolution of
current or future litigation and the extent and timing of costs relating to the incident not covered by the
agreements. The total amounts that will ultimately be paid by BP in relation to the incident will be
dependent on many factors, ncluding in relation to any new information or future developments. These
uncertainties could have a material impact on the BP group’s consolidated financial position, results
and cash flows.

Strategic and commercial risks

Prices and markets
The company’s financial performance is subject to fluctuating prices of oil, gas, exchange rate
fluctuations and the general macroeconomic outlook.

Access, renewal and reserves progression -
The company’s mability to access, renew and prog;ess upstream resources in a tnnely manner could
adversely affect its long-term replacement of reserves.

Joint arrangements and contractors . ‘
The company may have limited control over the standards operations and compliance of its partners
contractors and sub-contractors.

Digital infrastructure and cyberseeurzly
Breach of the company’s digital security or faihwe of our dlgltal mﬁastmcture could damage our
opemnons and its reputation. =~

Chmate change and carbon pricing .
Public policies could increase costs and reduce future turnover and strategic growth opportunities.

Crisis management and business continuity
Potential disruption to the company’s business and operations could occur if i does not address an
mcident eﬁ'ecuvely .

A Insurance
The BP group’s msurance strategy could expose the BP group to matenal uninsured losses Wthh m
turn could adversely affect the company o



- BPAMOCO EXPLORATION (FAROES) LIMITED
| STRATEGIC REPORT
Principal ris ks and uncertainties (continued)

Safety and operational risks

-~

Process safety, personal safety and environmental risks

"The company is exposed to a wide range of health, safety, security and environmental risks that could
. result in regulatory action, legal liability, increased costs, damage to its reputatmn and potenuaﬂy
denial of its licence to operate. -

Drilling and production
Challenging operatlonal environments -and other uncertainties can xmpact drilling and productlon :
activities. .

Product qualny
Supplying customers with off-specification products could damage the company’s reputation, lead to
. regulatory action and legal lability, and potentially. mpact its financial performance. .

Compliance and controi risks

Us govemment settlements

The BP group’s settlements with legal and regulatory bodies in the US announced in November 2012 in
respect of certain charges related to the Guif of Mexico oil spill may expose the BP group to further
. penalties,. liabilities and private litigation, which i twrn could bave adverse impacts on the company or
could tesult m suspensxon or debarment of the company.

Regulanon
Changes in the regulatoxy and Ieglslatlve envnonment could increase the cost of comphance affect the
company’s provmons and limit its access to new explorauon opportunities.

Reporting
Failure to accurately report the company s data could lead to regulatory action, legal habihty and

reputational damage.



BP AMOCO EXPLORA'I;ION (FAROES) LIMITED
‘ STRATEGIC REPORT
Principal risks and uncertainties (continued) .
'ﬁnancial risk management -

The company is exposed to a number of different financial risks arising from natural business
exposures as well as its use of financial instruments inchiding market risks relating to commodity
prices and foreign currency exchange rates and interest rates. Further details on these financial risks are
inchuded within Note 28 of the BP group Annual Report and Form 20-F for the year ended 31
December 2015. o

. By Order of the Board

- For and on behalf of : '
. Sunbury Secretaries Limited

- Company Secretary .

& Joly. 206
J .
Registered Office:

- Chertsey Road
Sunbury on Thames
Middlesex

TW16 7BP

United Kingdom



BP AMOCO EXPLORATION (FAROES) LIMITED
DIRECTORS’ REPORT

Directors
The present directors are listed on page 1.

D J Lynch served as a director thxoughout the ﬁnanc1al year. Changes since 1 January 2015 are as
follows: :

Appointed . Resiened

T W Garlick o B ] " 31 December 2015
M J Thomas * . 1 January 2016 o

Directors’ indemnity
The company indemmifies the directors in its Articles of Association'to the extent allowed under section

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

Dividends

The company has not declared any dividends during the year (2014 $45,000,000): The directors do not
propose the payment of a dmdend

Financial ins ttuments

In accordance with section 414C of the Compames Act 2006 the dxrectors have included mformatlon
regarding financial instruments as leqmred by Schedule 7 (Part 1.6) of the Large and Medium-sized,
Companies and Group Regulations 2008 i the strategic report under Financial risk management.

Future developments .

The directors aim to mamtam the management pohc1es which have resulted in the company’s stability
in recent years. They believe that the company is in a good position to take advantage - of any
oppommmes which mayarise in the futule

| It is the intention of the d1rect01s that the business of the company will continue for the fmeseeable
future. ,

Research and development _ .
Research and development costs relate to the company’s share of group led research and development

programmes and initiatives. The cost of these group projects are absorbed by the fields and locations
.and therefore the legal entities which are expected to benefit from those developments are in the future.



BP AMOCO EXPLORATION (FAROES) LIMITED
' DIRECTORS’ REPORT '
Directors’® statement as to the disclosure of infonhation to the auditor

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

e "To the best of each dilectqf;s knowledge and belief, there is no information relevant to the
preparation of their report of which the company’s auditor is unaware; and

e Each director has taken all the steps a director might reasonably be. expected to have taken to be
- aware’ of relevant audit information and to estabhsh that the company’s auditor is aware of that
mformalmn

By Order of the Board

For and on behalf of
Sunbury Secretaries Limited .
Company Secretary

G IO\ 206
)
Registered Office:

Chertsey Road
Sunbury on Thames -
Middlesex

TW16 7BP

United Kingdom



BP AMOCO EXPLORATION (FAROES) LIMITED

STATEMENT OF DIRECTORS? RESPONSIB]LITIES IN RESPECT
OF THE FINAN CIAL STATEMENTS

. The directors are responsﬂ)le for preparmg the Strategic Report, the Directors’” Report and the ﬁnanc:al
. 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 i accordance with applicable law

- and United Kingdom accounting standards (United Kingdom Generally Accepted Accounting

Practice). Under compaity law the directors mmst not approve the financial statements unless they are’

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

e select suitable accountmg pohcxes and then apply them cons:stently
e make Judgements and estimates that are reasonable and prudent

e state whether applicable United Kingdom accounting standards have been followed, subject to
any material departures disclosed and explamed m the financial statementS' and ' :

o prepare the financial statemems on the gomng concemn- basxs unless it is mappxopnate to
presume that the company will continue m business.

. The directors-are responsible for keeping adthxaté accounn'ng 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 responsile for safeguarding the assets of the company and hence
for taking reasonable steps for the prevention and detection of fraud and other irregularities.

The directors conﬁrm that they have complied with these reqmrements and, having a reasonable
expectation that the company has-adequate resources to continue in operational existence for the
foreseeable future, continue to adopt the going concern basis in preparing the financial statements.



BP AMOCO EXPLORATION (FAROES) LIMITED

INDEPENDENT AﬁDITOR’S REPORT TO THE MEMBERS OF
BP AMOCO EXPLORATION (FAROES) LIMITED

We have audited the financial statements of BP Amoco Explbmtion (Faroes) Limited for the year ended 31 December

2015 which comprise the Profit and Loss Account, the Statement of Conprehensive Income, the Balance Sheet, the

Statement of Changes in Equity and the related notes 1 to 24. The financialreporting framework thathas been applied
m theirpreparation is applicable law and United Kingdomaccounting standards (United KingdomGenerally Accepted
Accounting Practice) including Financial Reporting Standard 101 ‘Reduced Disclosure Framework’.

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 nnght state to the company's menbers those
matters we are required to state to themin an auditor's report and forno otherpurpose. To the fullest extent permitted
by law, we do notaccept orassume responsibility to anyoneotherthanthe company andthe company’s menbers as a
body, for our audit work, for this report, or for the opinions we have fonmd. : .

Respective r esponsnhihues of directors and auditor

As explamed more fully in the Statement of Directors’ Responsibilities set outonpage 7, the directors are mesponsible
“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
Intemational Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing
Practices Board’s Ethical Standards for Auditors. .

Scope of the audit of the financial statements

An audit mvolves obtaining evidence about theamounts anddisclosures in the financial statements suﬁic1ent to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or
error. This includes an assessment of: whether the accountingpolicies are appropriateto the compamy’s circumstances
and have been consistently applied andadequately disclosed; the reasonableness of significant accounting estimates
made by the directors; and the overall presentation ofthe fmancial statements. 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 mformation that is apparently matenally incomrect based on, or
materially inconsistentwith, 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.

Opinion on financial statements
In our opinion the financial statements:
= givea trueand fair view of the state ofthe company s affairs as at 31 December 2015 and of its pmﬁt for the
year then ended;
‘= . have been properly prepared in accordance with United ngdomGenerally Accepted Accountmg Practice,
including Financial Reporting Standard 101 ‘Reduced Disclosure Framework’; and
=  have been prepared m accordance with the requirements of the Compames Act 2006. .

Opinion on other matter prescribed by the Companies Act 2006
In ouropinion the information given in the Strategic Report and the Directors’ Report for the financial year for wh1ch
the financial statements are prepared is consistent with the financial statements.

. Matters on which we are required to report by exception
Wehave nothing to report m respectofthe 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 xetums 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 retums; 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.

A(ns'r < Ya,unju\?

Kevin Weston (Senior Statutory Auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor

Aberdeen '
8 \'\ \ 2016

oo
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BP AMOCO EXPLORATION (FARO LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2015

2015 . 2014
. : . Note $000 $000

Turnover ' ' ‘ 3 - - 23932 . 28343
Cost of sales : (18,643) (22,779)
- Gross profit - : 5289 5,564
Distribution and marketing expenses - . ' (22) (20)
Administrative expenses ' : o (105) . (203)
Other operating income 4 9,039 -
" Amounts provided against tangble fixed assets 7 - (12914) (28944)
Operating profit / (loss) ' 5 1,287 (23,603)
Interest receivable and similar income 8 - 103~ 107
Interest payable and similar charges 9 (301) 417)
Profit / (loss) before taxation - 1,089 . (23.913)
Taxation ‘ 10 13,487 (3.595)
Profit / (loss) for the year o .14, S’T (27,508)

- The profit of $14,576,000 for the year ended 31 December 2015 was derived in its entirety from
continuing operations.

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2015

There is no comprehensive mcome attributable to the shaleholders ‘of the company other than the
. p1oﬁt for the year.



BP AMOCO EXPLORATION (FAROES) LIMITED _

{Registered No.00856444)

BALANCE SHEET AT 31 DECEMBER 2015-‘

Fixed assets
Intangible assets

Tangible assets

Current assets
Stocks

Debtors .
Deferred tax assets

Creditors: amounts falling due wnhm one year -
Net current assets

~ TOTAL ASSETS LESS CURRENT LIABILITIES

Provisions for liabilities and charges
Deferred tax liability :
Other provisions

NET ASSETS

Capital and reserves
Called up share capital
‘Profit and loss account

TOTAL EQUITY

_ On behalf of the Board

A —

Director’

G Jutyy 2016

10

Note

T 12

13

- 14

15
10

16

10
18

19
20

68.669

2015 2014
$000 $000
20,114 42365
20,114 42365
515 1,097
87937 . 73,139
9,892 -
98344 74236 .

. (10398) (17,360)
€7.946 56,876 -
108,060 99241

- (3,595)
(39.391) (41,553) .
68,669 54,003
60,192 60,192
8477 (6,099)
54,093

)

2



BP AMOCO EXPLORATION (FAROES) LIMITED

STATEMENT OF CHANGES IN EQUITY -
FOR THE YEAR ENDED 31 DECEMBER 2015

Called up Profit and
share loss
capital account
(Note 19) _(Note 20) Total
$000 - $000 $000
Balance at 1 January 2014 ' 60,192 66,409 126,601
Loss for the year, representing total comprehensxve . :
. loss - , - (27,508) (27,508)
Dividends paid ) ' - (45,000) (45.,000)
Balance at 31 December 2014 : 60,192 (6,099) 54,093
Proﬁt for the year representing total comprehensxve '
income .- 14,576 14,576
Balance at 31 Decembel 2015 ' ‘ 60,192 8477 68,669

11 .
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'BP AMOCO EXPLORATION jEAROES[ LIMITED |

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015

Authorisation of ﬁnanclal statements and statement of compliance with Financial Repomng
AStandard 101 Reduced Disclosuare Framework (FRS 101) :

The financial statements of BP Amoco Exploration (Faroes) Limited for the year ended 31 December

2015 were approved by the board of directors on 6 Tuium 2016 and the balance sheet was

signed on the board’s behalf by M J Thomas. BP' Amoco Exploration (Faroes) Limited is a linited

company incorporated in England and Wales. These financial statements were prepared in accordance

with Fnancial Reporting Standard 101 Reduced Dlsclosure Framework (FRS 101) and the provisions
- of the Companies Act 2006. ' .

Significant accounting policies, judgements, estimates and $sumptions

The significant accountmg policies and cnncal accountmg Judgements estimates and assumptions of
_ the company are set out below.

Basis of preparation

These fmancial statements have been prepared in accordance with FRS 101. The financial statements

have been prepared under the historical cost convention. Historical cost is generally based on the fair

value of the consideration given in exchange for the assets.
The accounting policies that follow have been consstently applied to all years presented

As permitted by FRS 101, the company has taken advantage of the disclosure exemptions available
under that standard in relation to: .
(a) the requirements of IFRS 7 Financial Instruments: Disclosures;
(b) the requirements of paragraphs 10(d), 10(f), 40(a) lll and 134-136 of IAS 1 Pxesentauon of
Financial Statements;
(c) the requirement in paragraph 38 of IAS 1 Presentation of Financial Statements to present
comparative information in respect of:
@ paragraph 79(a)(iv) of IAS 1;
(i) . paragraph 73(e) of IAS 16 Property, Plant and Equipment and
" (i)  paragraph 118(e) of IAS 38 Intangible Assets;
(d) the requirements of IAS 7 Statement of Cash Flows; -
(e) the requirements of paragraph 17 and 18A of IAS 24 Related Party Disclosures; :
.(f) the requirements of IAS 24 Related Party Disclosures to disclose related party transactions
entered mto between two or more members of a group, provided that any subsidiary which is a
party to the transaction is wholly owned by such a member; and

(g) the requirements of paragraphs. 134(d)- 134(t) and 135(c) 135(e) of IAS 36, Impanment of

~ Assets.

Where required, equivalent disclosures are given in the group financial statements -of BP p. l.c The

group fmancial statements of BP p.Lc. are available to the public and can be obtained as set out in Note
23. .

The financial statements are presented in US dol]ars and all va]nes are rounded to the nearest thousand
dollars ($000), except where otherwse mdu:ated. .

12
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BP AMOCO‘EXPLOR‘ATION (FAROES) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
. FOR THE YEAR ENDED 31 DECEMBER 2015

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

. Critical accounting policies: use of judgements, estimates and assumptions

Inherent in the application of many of the accounting policies used in preparing the financial
statements is the need for management to make judgements, estimates and assumptions that affect the
reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the
date of the fnancial statements and the reported amounts of revermes and expenses durimg the period. -
Actual outcomes could differ from the estimates and assumptions used. The critical judgements and
estimates that could have a significant impact on the results of the company are set out below and
should be read n conjunction with the mformation provided in the Notes to the financial statements:

Development expenditure - ‘

The determination of whether potentlally economic oil and natural gas reserves have been dlscovered _
by an exploration well is usually made within one year after well completion, but can take longer,
depending on the complexity of the geological structure. Exploration wells that discover potentially
economic quantities of oil and natural gas and are i areas where major capital expenditure (e.g.
offshore platform or a pipeline) would be required before production could begin, and where the
economic wabﬂny of that major capltal expenditure depends on the successful completion of further
exploration work in the area, remam capitalised on the balance sheet as long as-additional explorauon
applalsal work is under way or fimly plammed. .

It is_not unusual to have exploration wells and exploratory-type stratlgraphlc test wells remammg

suspended on the balance sheet for several years while additional appraisal drilling and seismic work
on the potential oil and natural gas field is performed or while the optimum development plans and:
timing are established. All such carmried ‘costs are subject to regular technical, commercial and
management review on at least an annual basis to confirm the continued intent to develop, or otherwise
extract value from, the discovery. Where this is no longer the case, the costs are immediately expensed.

In accordance with section 844(3) of the Companies Act 2006 development costs that have been
capitalised are not treated as realised losses in determination of distributable reserves as these costs are
capitalised in accordance with apphcable accounting, standards. :

Tangzble assets o

The determination of the company s estimated oxl and natural gas reserves- reqmres s1gmﬁcant
judgements and estimates to be applied and these are regularly reviewed and updated. Factors such as
the availability of geological and engmeermng data, reservoir performance data, acquisition and
divestment activity, drilling of new wells and commodity prices all impact on the determination of the -

. company’s estimates of ‘its oil and natural gas reserves. The company bases its proved reserves

estimates on the requirement of reasonable certainty with rigorous technical and commmercial
assessments based on conventxonal mdusuy practice and regulatory reqmrements .

Estimates of oil and natural gas reserves are used to calculate deprecxanon, depletlon and amortisation
charges for the company’s oil and gas properties. The mpact of changes i estimated proved reserves
is dealt with prospectively by amortizing the remaining carrying valie of the asset over the expected
future production. ‘Oil and nafural gas reserves also have a direct impact on the assessment of the
recoverability of asset canymg values reported in the financial statements. If proved reserves estimates
are revised downwards, earnings could be affected by higher depreciation. expense Or an nmnedlate
write- down of the property’s carrymg value

13



BP AMOCO EXPLORATION (FAROES) IJMI"I'ED

NOTES TO THE FINANCIAL STATEMENTS
. FOR THE YEAR ENDED 31 DECEMBER 2015

.. Significant accounting policies, judgements, estimates and assumptions (continueﬂ)' :
* Critical accounting policies: use of judgements, estimates and assumptions (continued)

Impairment of intangible assets and tangible assels

Determination-as to whether, and how much, an asset is mlpalred mvolves management estimates on
highly uncertain matters such as future commodity prices, the effects of inflation on operating
expenses, discount rates, production profiles and the outlook for global or reglonal market supply-and-
demand conditions for crude oil, natural gas and refined products.

For oil and natural gas properties, the expected future cash flows are estimated using management’s
best estimate of future oil and natural gas prices and reserves vohmmes. Prices for oil and natural gas
used for future cash flow calculations are based on market prices for the first five years and the BP
group’s long-term price assumptions thereafter. As at 31 December 2015, the BP group’s long-term
price assumptions were $90 per barrel for Brent (2014 $90 per barrel). These long-term price
assumiptions are subject to periodic review and revision. The estimated future level of production is

based on assumptions about future commodity prices, production and development costs, field decline

rates, current fiscal regimes and other factors.

For value in use calculations, future cash flows are adjusted for risks specific to the cash-generating
unit and are discounted using a pre-tax discount rate. The discount rate is derived from the BP group’s
post-tax weighted average cost of capital and is adjusted where applicable to take into account any
specific risks relating to the country where the cash-generating umit is located, although other rates
may be used if appropriate to the specific circumstances. The discount rates applied in assessments of
impairment are reassessed each year. In cases where fair value less costs to sell is used to determine
the recoverable amount of an asset, where recent market transactions for the asset are not available for

reference, accounting Judgements are made about the assumphons market pamapanrs would use -

‘ when pricing the asset.

Impalrment of financial assets ‘

Judgements are 1eqmred mn assessing the recoverability of overdue . trade receivables and determining
whether a provision agamst the future recoverability of those receivables is required. Factors
considered include the credit rating of the counterparty, the amount and timing of anticipated future
payments and any possible actions that can be taken to mitigate the risk of non-payment.

Provisions and contingent liabilities

The provision recognised is the best reliable estimate of expenditures required to settle certain present
obligations at the end of the reporting period, however there are future expenditures for which it is not
possible to measure the obligation reliably. These are not provided for and are disclosed as contingent

- liabilities. Accounting judgement is required to identify when a provision can be measured reliably, -

which can be especially challenging when complex litigation activities are ongomg

In addition, for those provisions which are recogmsed, there is significant estimation uncertainty about

the amounts that will ultimately be paid. A provision is made for these costs. when the amount can be
measured rehably this requires an analysis of claims received and processed and consideration of the

status of ongoing legal actlvny

14
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BP AMO.CO‘ EXPLORATION (FAROES) LIMITED

. NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015 .

Sighiﬁcant accounting policies, judgements, estimates and assumptions (continued)
Ciritical accounting policies:: use of judgements, estimates and assumptions (continued) -

Decom mtsswnmg

The company holds provisions for the firture decom]msswmng of oil and natural gas production.

- faciliies and pipelines at the end of therr economic lives. The largest decommissioning obligations
facing the company relate to the pligging and abandonment of wells and the removal and disposal of
oil and natural gas platforms and pipelines. Most of these decommissioning events are many years in
the future and the precise requirements that will have to be met when the removal event actually occurs
are uncertain. Decommissioning technologies and costs are constantly changing, as well as political,
environmental, safety and public expectations. If oil and natural gas production facilities and pipelines
are sold to third parties and the subsequent-owner is unable to meet their decommissioning obligations,
judgement must be used to determine whither the company is then responsible for decommissioning,

and if so the extent of that responsibility. Consequently, the timing and amounts of future cash flows

are subject to significant uncertainty. Any changes in the expected future costs are reﬂected m both the
_provision and the asset.

* Other provisions and liabilities are recognised in the period when it becomes probable that there will be
a future outflow of funds resulting from past operations or events and the amount of cash outflow can
be reliably estimated. The timing of recognition and quantification of the Hability require the
application of judgement to existing facts and circumstances, which can be subject to change. Since the
actual cash outflows can take place many years m the future, the carrying amounts of provisions and
liabilities are reviewed regularly and adjusted to take account of changing facts and circumstances.

The tlmmg and amount of future expenditures are reviewed annually, together with the interest rate

used m discounting the cash flows. The interest rate used to determine the balance sheet obligation at -

the end of 2015 was a real rate of 0.75% (2014 0.75%), which was based on long-dated government
bonds. .

Deferred tax

Management judgement is required to detelmme the amount of deferred tax assets that can be
recognised, based upon the likely timing and level of future taxable profits together w1th an assessment
of the net effect of future tax planning strategies.

Going concern

The directors have a reasonable expectation that the company has adequate resources to continue in
operational existence for the foreseeable future and the fmnancial statements have therefore been

prepared under the going concern basis.

Alff
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BP AMOCO EXPLORATION (FAROES) LIMITED

- NOTES TO THE FINANCIAL STATEMENTS -
FOR THE YEAR ENDED 31 DECEMBER 2015

Significant accounting policies, judgements, estimates and assumptions (continued)
Foreign currency

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

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

normally the currency in Wthh the entity primarily generates and expends cash.

. Transacuons m foreign currencies are initially recorded in the functional currency by applymg the

rate of exchange ruling at the date of the transaction, where this is not practical and exchange rates do

not fluctuate matenally the average rate has been used. Monetary assets and liabilities denominated in -

foreign currencies are retranslated into the functional currency at the rate of exchange ruling at the
balance sheet date. Any resulting exchange differences are inchided-in the profit and loss account.
Non-monetary assets and liabilities, other than those measured at far value, are not reuanslated
subsequent to initial recogmﬂon .

Interests in joint arrange ments

A jomt arrangement is an anangement of whxch two or more parties have jomt control. Joint control
is the contractually agreed sharmg of control of an arrangement, which exists only when decisions
about the relevant activities requxre the unanimous consent of the parties sharing control

A jomt venture is a ~]omt arrangement whereby the parties that have Jomt control of the arrangement
have rights to the net assets of the arrangement.

A jomt operation is a joint arrangement whereby the parties that have joint control of the arrangement
- have rights to the assets, and obligations for the Habilities, relating to the arrangement. The company
recognises, on a line-by-line basis its share of the assets, liabilities and expenses of these jomt
~ operations incurred jointly with the other partners, along with the company’s income from the sale of

its share of the output and any habllmes and expenses that the company has incurred m relation to the
jont operation.

Intangible assets

-Intangible -assets mclude expenditure on the exploration for and evaluation of oil and natural gas
. resources, computer software, patents, licences and trademarks and are stated at the amount initialty
. recognised, less accunmlated amortisation and accumulated impairment losses. For information on

accounting for expenditures on the exploration for and evaluation of oil and natural gas resources, see
- the accounting: pohcy for oil and natmal gas explomnon, appxalsal and developmem expendmne
below

The expected useful lives of assets are reviewed on an annual basns and, if necessary, changes n
useful lives are accounted for prospectively.

The canying value of mtangible assets is reviewed for impairment whenever events or changes in
" circumstances indicate the carrying valie may not be recoverable.

16



BP AMOCO EXPLORATION (EAROES[ LIMITED -

NOTES TO THE FINANCIAL STATEMENTS _
FOR THE YEAR ENDED 31 DECEMBER 2015

Significant accountmg pohcnes Judgements, estlmates and assumptmns (contmued)
Intangible assets (continued)

Oil and natural gas explorarton, appraisal and development expendtture

Oil and natural gas exploration, appraisal and development expenditure is accounted for using the

principles of the successful efforts method of accoummg

Licence aml Dproperty acquisition costs

Exploration ‘licence and leasehold property acquisition costs are mmally capnahsed ‘within mtan@le
assets and are reviewed at each reporting date to confirm that there is no indication that the carrying
amount exceeds the recoverable amount. This review mcldes confnmmg that exploration drilling is

still under way or firmly planned or that it has been determined, or work is under way to determine,

that the discovery is' economically viable based on a range of technical and commercial considerations
and sufficient progress is being made on establishing development plans and timing. If no future
activity is planned, the remaming balance of the licence and property acquisition costs is written off.
Upon recognition of proved reserves and mternal approval for developmem the relevant expenditure is
transferred to tangxble assets.

Exploration and appratsal expenditure ’

Geological and geophysical exploration costs are charged to the profit and loss account as mcurred.
Costs directly associated with an exploration well are capitalised as an intangible asset until the drilling
of the well s complete’ and the results have been evaliated. These costs inclide employee
remuneration, materials and fuel used, rig costs and payments made to contractors. If potentially
commercial quantities of hydrocarbons are not found, the .exploration well is written off as a dry hole.
. If hydrocarbons are found and, subject to further appraisal activity, are likely to be capable of
commercial development, the costs continue to be carried as an asset. _ _ A

Costs directly assoclated with appraisal activity, undertaken to determine the size, characteristics and -
commercial potential of a reservoir following the initial discovery of hydrocarbons, including the
costs of appraisal wells where hydrocarbons were not found, are mitially capitalised as an intangible
asset. When proved reserves of oil and natural gas are determined and development is apploved by

*. management, the relevant expenditure is tlansfened to tangible assets.

Development expendtture A

Expenditure on the construction, mstallation or completion of mﬁasnuctme facilities such as platforms,
pipelines and the drilling of development wells, including service and unsuccessful development or
delineation wells, is capitalised within tangible assets and is depreciated from the commencement of
production as described below in the accounnng policy for tangible assets.

Tanglble assets

' Tangible assets are stated at cost, less accumulated deprecnanon and accummulated mmpairment losses.
The mitial cost of an asset comprises its purchase price or construction cost, amy costs directly

. attributable to bringing the asset ito the location and condition necessary for it to be capable of
operatng in the manner intended by management, the iitial estimate of any decommissioning
obligation, if any, and, for assets that necessarily take a substantial period of time to get ready for their
mtended use, borrowmng costs. The purchase price or construction cost is the aggregate amount paid

and the far value of any other consideration given to acquire the asset. The capitalised value of a -

finance lease is also included within tanglble assets
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BP AMOCO EXPLORATION (FAROES) LIMITED
NOTES TO THE FINANCIAL STATEMENTS -
FOR THE YEAR ENDED 31 DECEMBER 2015

Slgmﬁcant accounting policies, ]ndgements, estimates and assumptlons (continued)

Tangible assets (continued)
Expenditure on major maintenance refits or repairs comprises the cost of replaceinent assets or parts -
of assets, inspection costs and overhaul costs. Where an asset or part of an asset that was separately
depreciated is replaced and it is probable that future economic benefits associated with the item will
flow to. the company, the expenditire is capitalised and the carrying amount of the replaced asset is
derecognised. - Inspection costs associated with n major maintenance programmes are capitalised and
amortised over the period to the next inspection. Overhaul costs for major mamtenance programmes,
and all other lmmtenance costs are expensed as mcuned

Oil and natural gas properties, including related plpehnes, are depreciated using a unit-of-production
method. The cost of producing wells is amortised over proved developed reserves. Licence acquisition,
. common facilities and future decomimissioning costs are amortised over total proved reserves. The
unit-of-production rate for the depreciation of common facilities takes into account expenditures
incurred to date, together with estimated future capital expenditure expected to be incurred relating to -
as yet undeveloped reserves expected to be processed through these common facilities.

The expected useful lives of tangble assets are reviewed on an annual basis and, if necessary,
* changes m useful lives are accounted for prospectlvely

The canying amounts of tangible assets are reviewed for impairment whenever events or changes in
circumstances indicate the carrying value may not be recoverable.

~An item of tangible assets is derecognised upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any gain or loss arising on derecognition of the
asset (calculated as the difference between the net disposal proceeds and the carrying amount of the
item) is included in the profit and loss account in the period in which the item is derecognised.

Impairment of intangible and tangible assets

The company assesses assets or groups of assets for mlpanment whenever events or changes in
circumstances indicate that the canrying value of an asset may not be recoverable, for example,
changes in the company’s business plans, changes i commodity prices -leading to sustained
unprofitable performance, low plant utilisation, evidence of physu:al damage or, for oil and gas assets,

. significant downward revisions of estimated reserves or increases. i estimated future development '
expendinwe. If any such indication of nnpanmenI exists, the company makes an estimate of the
asset’s recoverable amoimt. Individual assets are grouped for impaiment assessment purposes at the
lowest level at which there are identifiable cash flows that are hrgely independent of the cash flows'
of other groups of assets. An asset group’s recoverable amount is the higher of its fair value less costs
to sell and its value in use. Where the carrying amount of an asset group exceeds its recoverable
amount, the asset group is considered impaired and is written down to its recoverable amount. In

_ assessing value in use, the estimated future cash flows are adjusted for the risks specific to the asset

- group and are discounted to their present valie using a pre-tax d:scoum rate that reflects current

market assessments of the time vahie of money.
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BP AMOCO EXPLORATION (FAROES) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015

Significant accounting policies, judgements, estimates and assumptions (continued)
Impairment of intangible and tangible assets (continued) ‘ '

‘An assessment is made at each reporting date as to whether there is any indication that previously
recognised mpairment losses may no longer exist or may have decreased. If such. an indication exists,
the recoverable amount is estimated. A previously recognised impairment loss is reversed only if there
has been a change in the estimates used to determine the asset’s recoverable amount since the last,

impairment loss was recognised. If that is the case, the carrying amount of the asset is increased toits = -~ * -

recoverable amount. That increased amount cannot exceed the carrying amount that would have been
determined, net of depreciation, had no impairment loss been recognised for the asset in prior years.

Such reversal is recognised in profit or loss. After such a reversal, the depreciation charge is adjusted in
future years to allocate the asset’s revised carrying amount, less any residual value, on a systematic
basis over its remaining useful life.

- Stock

Stock, is- stated at the lower of cost and net realisable valie. Cost is determined by the first-in first-out
method and comprises direct purchase costs, cost of production, transportation and manufacturing
expenses. Net realisable vahie is determmed by reference to prices existing at the balance sheet date.

Supplies are vahied at cost to the company maily using the average method or net reahsable value,
whlchever is the lower.

Leases

~ Leases where the lessor retains a significant portion of the risks and benefits of dwnelshi;i of the asset
 are classified as operating leases and rentals payable are charged in the profit and loss account on a
straight line basis over the lease term.

. Contingent rents are recognised in the pfoﬁt and loss account in the period in which they are mcurred. -
Financial assets

Fiancial assets within the scope of IAS 39 are classified as loans and receivables. Financial assets

may inchude cash and cash equivalents, trade receivables, other receivables. The company determines

the classification of its financial assets at initial recognition. Financial assets are recognised initially at
. fair value, normally being the transaction price plis directly attributable transaction costs. .

The subsequent measurement of financial assets is as follows;

Loans and receivables X )

Loans and receivables are non-derivative fmancial assets with fixed or determinable payments.-that are
not quoted m an active market. Such assets are carried at.amortised cost using the effective interest
method if the time value of money is significant. Gains and losses are recognised in the profit and loss
account when the loans and receivables are derecognised or impaired, as well as through the
amortisation process. This category of fiancial assets includes trade and other receivables. Cash and
cash equivalents are short-term highly liquid mvestments that are readily converuble to known
amowunts of cash, are subject to insignificant risk of changes m value and have a tunIy of three
months or less from the date of acqulsmon
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BP AMOCO EXPLORATION (FAROES) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015

Significant accounting policies, judgements, estimates and assumptions (contimied)
Impairment of financial assets ‘

The company assesses at each balance sheet date whether a fmancial asset or group of ﬁnancnl assets
is xmpatred :

Loans and receivables :

If there is objective evidence that an nnpan'ment loss on loans and receivables carried at amortlsed
cost has been mcurred, the amount of the loss is measured as the difference between the asset’s
carrymg amount and -the present value of estimated future cash flows discounted at the financial
asset’s original effective interest rate. The carrying amount of the asset is reduced, with the amount of
the loss recognised in the profit and loss account.

Financial liabilitie s

Financial Habilities are classified as fmancial lLabilities measuwred at amortised cost. Financial
habilities may mclide trade and other payables, accruals and most items of finance debt. The
company determines the classification of its financial habilities at mmal recognnmn The
 measurement of ﬁnancnal liabilities is as follows: _

_ Financial liabilities measured at amortised cost
" Financial liabilities are mitially recognised at fair valie. For mtexest-bearmg loans and bonowmgs
this is the fair value of the proceeds received net of issue costs associated with the borrowing,

After initial recognition, fiancial liabilities are subsequently measured at amortised cost using the
effective mterest method. Amortised cost is calculated by taking into account any issue costs, and any
discount or premium on settlement. Gains and losses arising on the repurchase, settlement or
cancellation of liabilities are recognised respectively in interest receivable and similar income- and
mterest payable and similar charges. This category of fmanc:al liabilities mctudes uade and other
payables and finance debt.

Offse tting of financial assets and liabilities

Financial assets and liabilities are presented gross in the balance’ sheet unless both of the followmg
criteria are met: the. company currently has a legally -enforceable right to set off the recognised
amounts; and the company intends to either settle on a net basis or realise the asset and settle the
liability simultaneously. If both of the criteria are met, the amounts are set off and presented net.

Provisions

Provisions are recognised when the company has a present obhgat]on (legal or constructive) as a result -
of a past event, it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of the obligation
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BP AMOCO EXPLORATION (FAROES) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015

Significant éccounting policies, jlidgements, estimates and assumptions (continued)
. Provisions (continued) A

If the effect of the time value of money is material, provisions are determined by discounting the
expected future cash flows at a pre-tax risk-free rate ‘that reflects current market assessments of the
time value of money. Where discounting is used, the increase in the provision due to the passage of
time is recognised in the profit and loss account. Contingent liabilities are possible obligations whose
existence will only be confirmed by fuhure events not wholly within the -control of the company, or
present obligations - where it is -not probable that an outflow of resources will be required or the
amount of the obhgamon camnot be measured with sufficient reliability.

Contingent Habilities are not recognised in the financial statements but are disclosed unless the
possibility of an outflow of economic resources is considered remote. Contingent assets are not
recognised, but are disclosed where an mﬂow of economxc benefits is probable.

The unwinding of the discount on provisions is inclided within imterest expense'. Any change m the

amount recognised for environmental and other provisions arising through changes in discount rates is -

mchuded within interest expense, apart from decommissioning provisions where the change is adjusted
against the decommissioning asset.

Decommissioning

Liabilities for decommissioning costs are recognised when the company has an obligation to plg and
abandon a well, dismantle and remove a facility or an item of plant and to restore the site on which it is
located, and when a reliable estimate of that liability can be made. Where an obligation exists for a new
facility or item of plant, such as oil and natural gas production or transportation facilities, this hability
will be recognised on construction or mstallation. Similarly, where obligation exists for a well, this
liability is recognised when it is drilled. An obligation for decommissioning may also crystallise during
the period of operation of a well, facility or item of plant through a change in legislation or through a
decision to terminate operations; an obligation may also arise in cases where an asset has been sold but
the subsequent owner is no longer able to fulfil its decommissioning obligations, for example due to
: bankmptcy The amount recognised is-the present value of the estimated futuwre expenditure determined
m accordance with the local conditions and requirements. : . ,

A correspondmg intangible asset (in the case of an exploration or appraisal we]l) or tangible asset of an
amount equivalent to the provision is also recognised. The corresponding mtanglble or tangible asset is By

subsequently deprecmed as part of the asset.
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"BP AMOCO EX[_’LORATION (EAROES[ LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015

Significant accounting policies, judgements, estimates and assumptions (cohtinued)

" Decommis snonmg (continued)

Other than the unwmdmg of discount on the ‘provision, any change in the present vahie of the
estimated expendihme is reflected as an adjustiment to the provision and the corresponding asset. Such
changes inclide foreign exchange gains and losses arising on the retransiation of the liability into the
functional currency of the reporting entity, when it is known that the liability will be settled n a
foreign currency. _ 4

Defeirred tax

Deferred tax liabilities are recognised for all taxable temporary differences except where the deferred
tax liability arises on the iitial recognition of goodwill or on the initial recognition of an asset or
liability in a transaction that is not a business combmation and, at the time of the transaction, affects
neither accounting profit nor taxable profit or loss.

Deferred tax assets are recognised for all deductible temporary differences, carry-forward of unused
tax credits and unused tax losses; to the extent that it is probable that taxable profit will be available
against which the deductible temporary differences and the carry-forward of unused tax credits and
~unused tax losses can be utilised except where the deferred tax asset relating to the deductible
temporary difference arises from the mitial recognition of an asset or liability in a transaction that is

not a busmess combination and, at the time of the transaction, affects neither accounting profit or loss .

nor taxable profit or loss.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of
the deferred tax asset to be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period

‘when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been
enacted or substanhvely enacted at the balance sheet date. Deferred tax assets and liabilities are not
discounted.

Deferred income tax assets and Habilities are offset, only if a legally enforcement right exists to set off
taxation assets against taxation. Habilities, the deferred mcome taxes relate to the same taxation
authority and that authority permits the company to make a smgle net payment

Customs duties and sales taxes

Customs duties and sales taxes which are passed ‘on to customers are excluded from twrnover and
expenses. Assets and liabilities are recognised net of the amount of customs duties or sales tax except

. Where the customs ‘duty or sales tax incurred on a purchase of goods and services is not
recoverable from the taxation authority, in which case the customs duty or sales tax is
recognised as part of the cost of acquisition of the asset.

e Receivables and payables are stated with the amount of customs duty or sales tax included.

The net amount of sales tax recoverable from, or payable to, the taxation authonIy is included within
receivables or payables i the balance sheet.
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' BP AMOCO EXPLORATION (FAROES) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015 -

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

Tumover is' measured at the fair valie of the consideration received of receivable and repreéents
amounts receivable for goods provided m the normal course of business, net of discounts, customs
duties and sales taxes.

Tumover associated with the sale of oﬂ, natural gas and all other items are recogmsed when title passes
to the customer. ‘

Generally, turnover from the production of oil and natural gas properties in which the company has an
interest with joint operation partners is recognised on the basis of the company’s working interests in
those properties (the entitlement method). Differences between the production sold and the company's
share of production (under / over lifts) are mcluded as an adjustment to turnover and held on the .

Jbalance sheet at market value.

" Interest income
Interest income is recognised as the interest accrues.
Research and development costs

Research and development costs are' expensed as mcurred.

-

Finance costs

Finance costs directly attributable to the acquisition, construction or production of qualifying assets,
‘which are assets that necessarily take a substantial period of time to get ready for their intended use,
are added to the cost of those assets until such time as the assets are substantially ready for their
mtended use. All other finance costs are recogmsed in the ploﬁt and loss account in the period in
which they are incured. ’

Twnover

. Sales of goods, which is stated net of value added tax, represents amounts invoiced to third parties and
_ group companies. Turnover is realised entirely in the upstream business. : :

An analysis of the company’s turnover is as follows:

- . ‘ - 2015 . 2014

. ' ' ' . $000 $000

Sales of goods ‘ ' 24,7711 26,211
(Overlift)/underlift ‘ (839) 2,132
) o ‘ ) : 23932 . . 28343

Interest receivable and similar income - Note 8 ‘ : 103. - - 107
Other operating mcome — Note 4 ' 9,039 : .-
' : 33,074 28,450

The country of origin aﬁd destination is substantially the. UK geographic area. .
Turnover is attributable to one continuing' activity, the production and sale of hydrocarbon products.-
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BP AMOCO EXPLORATION (FAROES) LIMITED

NOTES TO THE FINANCIAL STATEMEVTS. ‘
FOR THE YEAR ENDED 31 DECEMBER 2015

Other operatmg income :

- 2015 2014
; . $000 - $000
Other operating income ' ‘ - . 9039 -, -

The company ieceived the proceeds from the settlement of an msurance claim amounling to '
$9,039,000 dunng 2015 regarding the compressor failwre and loss of commmmication issues on

Fomaven fields in previous years.

- Operating profit / (loss)
This is stated after charging / (crediting): '
- : - 2015 2014
. $000 : $000
Operating lease payments: .

Plant & machinery = - 5731 6,766
Net foreign exchange gams o (196) (399)
Research and development costs expensed _ : 105 - 361
Depreciation of tangible assets— Note 13 . - 8,113 ' 9,596
Impairment of tangible assets —Note 7 A ' 12914 28944
Auditor’s remuneration .

2015 5 2014
, ‘ $000 $000
Fees for the audit of the company ' ' 6 _ 6

Fees paid to the conmany's auditor, Emst & Young LLP and its associates for services other than the
statutory audit of the company are not disclosed in these financial statements since the consolidated
financial statements of BP Amoco Exploration (Faroes) ultinate parent BP plc., are 1equned to
disclose non-audit fees on a consolidated basis.

The fees were borne by another group company.

‘Amounts provided against fixed assets

2015 | 2014
y : _ $000 - $000
Impainnent —Note 13 . : - ' 12914 : 28944

Due to the change m discount rate and revisions to reserves the company was required to perform an
impairment review: of its fixed assets. The mpanment charge of $12,914,000 (2014 $28.944.000)
primarily arose as a result of a lower price environment i the near term. -

Interest receivable and similar income

2015 2014

. _ : o o - $000 $000
Interestincome from amounts owed by group undertakings ' 103 107
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BP AMOCO EXPLORATION (FAROES) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015

Interest payable and similar charges

2015 2014
$000 $000
Unwinding of discount on provisions — Note 18 301 417

Taxation

The company is a member of a group for the purposes of relief within Part 5, Corporation Tax Act
2010.

The taxation credit in the profit and loss account is made up as follows:

2015 2014
Origination and reversal of temporary differences (9,841) 3,595
Effect of decreased tax rate on opening liability (3,647) -
Adjustment to prior year temporary differences 1 -
Total deferred tax (credited) / charged (13,487) 3,595
Tax (credited) / charged on profit on ordinary activities (13,487) 3,595

(a) Reconciliation of the effective tax rate

The tax assessed on the profit on ordinary activities for the year is lower (2014: lower) than the
standard rate of corporation tax in the UK of 20% for the year ended 31 December 2015 (2014: 21%).
The differences are reconciled below:

2015 2014

$000 $000

Profit / (loss) before taxation 1,089 (23,913)

Taxation 13,487 (3,595)

Effective tax rate (1,238)% (15)%

2015 2014

% %

UK statutory corporation tax rate: 20 21
Decrease resulting from:

Non-deductible expenditure_ - 1

Free group relief (381) 8

UK Supplementary tax on North Sea profits (361) 40

Ring Fence Tax rate differences (181) 13

Adjustments to tax charge in respect of previous years (335) -

Opening deferred tax recognised in current year - 98)

Effective tax rate (1,238) (15)

Change in corporation tax rate

The UK corporation tax rate was reduced from 21% to 20% with effect from 1 April 2015, and will
further reduce to 19% from 1 April 2017 and to 18% from 1 April 2020. Deferred tax has been
measured using the rates substantively enacted at 31 December 2015.
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‘BP AMOCO EXPLORATION (FAROES) LIMITED |

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015

Taxation (continued)

(b) Provision for deferred tax

The deferred tax included in the profit and loss account and balance sheet is as follows:

Profit and loss account

Balance sileet

Deferred tax asset t 2015 2014 2015 2014
' $000 - $000 3000 =~ $000

Decommissioning and other provisions (1,082) 20,776 19695 - 20,776

Netprovision for deferredtaxassets . '~ (1,082) 20,776 19,695 20,776
: _ - Profit and loss account Balance sheet

Deferred tax liability - : ' 2015 2014 2015 2014

, 1 ' $000 $000 —$000 $000

Accelerated capital allowances 14,569 (24.371) (9.803) (24371)

(9.803) (24371

Net provision' for deferred tax liabilities 14,569 (24,371)

Analysis of movements during the year

At1 January 2015
Deferred tax credit in the profit and loss account

At 31 December 2015

Directors and e mployeeS

(a) Rermmeration of directors

2015

$000
3,595
(13.487)

(5.892)

Drectors D J Lynch, M J Thomas and T W Garlick are -also directors of BP Exploration Operating
Company Limited in whose accounts information required by the Compames Act 2006 as regards to

,emolnments is glven (2014: Ni).

M) Employee costs
The company had no employees durmg the year (2014: None)
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BP AMOCO EXPLORATION jEAROES[ LIMITED ‘

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015 '

Intangible assets
Exploration
.o : expenditure
Cost ' S ' $000
At 1 January 2015 and 31 December 2015 : C . 1,471
Amortis ation and impairme nt : : '
‘At Januaxy 2015 and 31 December 2015 ' _ 1471
Net book value ' ‘ .
At 31 December 2014 and 31 December 2015 ' ' -
" Tangible assets
of
Oil & gas _ which
o * properties AUC*
Cost - . , $000_ $000
At1 January 2015 ' L v 221,089 ‘ . 5,988
Additions ' : - 1,240 : 1,225
Changes in decomm1ssmnmg provrsxon . (2469) o -
Transfer - , . - (5,228)
At 31 December 2015 o 219,865 - 1,985
_ Depneciation and impairinent o ) ‘
At 1 January 2015 ; S . 178,724 : 2,431
Charge for the year : L : 8,113 -
Impairment e 12914 . 659
Transfer - (2,132)
At31 Decembe1 2015 : .. 199751 958 .
Netbook value. . :
At 31 December 2015 , 20,114 . - 1,027
At31 December 2014 42365 . A 3,557
*AUC = assets under.construction. ‘Assets under construction are not depreciated.
Cépitalised mterest included above, are:
: Net book
Cost ~ ‘Depreciation _ Amount
: ) : $000 — $000 . $000
At31 December 2015 - 3447 ' 3423 - 24

© At31 December 2014 - 3mM1 3,404 s

* Due to the change in discount rate and revisions to reserves the cempany was required to perform an
. xmpanment review of its fixed assets. The mmpairment charge pnmarily arose as a result of a lower

pnce environment n the near term :
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BP AMOCO EXPLORATION (FAROES) LIMITED -

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015

Stocks
2015 - 2014
- . | $000 . 5000
Raw materials and consumables o ' 110 , 101
Crude oil ‘ ‘ . : 05 . 996

515 1,097

The difference between the carrying vahle of stocks and their replacement costis not material

Debtors
Amounts falling due' within one year: -
: o : 2015 2014
. : . $000 $000
“Trade debtors - -~ - 300 . 964
Other debtors . - : ’ ' 2 -
' . 302 ' 964
Amounts faﬂiﬁg due after one }}ear: : '
o : 2015 - 2014
$000 , $000
Amounts owed by group undertakings - . : 87635 . . 72175
Total debtors . | 87937 73,139
Creditors
Amounts falling due within one year: :
' 2015 2014 -
» SR : . $000 A $000
‘Amounts owed to group undertakings : ' 10,059 16,883
Other creditors ' , - 253 ‘ 265
Accruals and deferred income ‘ 86 - 212
‘ : 10,398 17360
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BP AMOCO EXPLORATION (FAROES) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015

Obﬁgaﬁons under leases

Operating leases

Operatmg lease payments represent rentals payable. by the company for certain of its plant and
machinery. Leases are negotiated for an average term of two years and rentals are reviewed annually

with an option to extend for a further two years at the then prevailing market rate.

At the balance sheet date, the co@any bad outstanding commitments for future mininmm lease
payments under non-cancellable operating leases, which fall due as follows:

2015 ' 2014

' Other - B Other
— 3000 $000
Operating leases: - o , ‘
Within 1 year ‘ B - 4,877 5,718
Between 2 to 5 years ' : 18913 © 6,030
Other provisions
Decom-
missioni
: - $000 -
- At 1 January 2015 ' o 41,553
Changes in provision —recogmsed m tanglble assets: . ‘ .
Exchange adjustments - o (1,201)
.Cost estimate reduction - : . ' , : (1,262)
Unwindmg of discount : . : -301
- At 31 December 2015 39,391
At 31 December 2015 '
Current . 22
Non-current ' , : 39,369
: ' 39,391
!
At31 December 2014
Current . . ] o -
. Non-current : : ' : 41,553
2 ' ‘ 41,553

" The company makes full provision for the future cost of decommissioning oil and natural gas

production facilities and related pipelines on a discounted basis on the installation of those facilities.
At 31 December 2015, the provision for the costs of decommissioning these production facilities and
pipelines at the end of their economic lives was $39,391,000 (2014: $41,553,000). The provision has
been estimated using existing technology, at current prices and discounted using a real discount rate
of 0.75% (2014: 0.75%). These costs are expected to be incurred over the next 8 years. While the
provision is based on the best estimate of future costs and the economic lives of the facilities and

. pipelines, there is uncertainty regarding both the amount and timing of mcurring these costs.
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24.

BP AMOCO EXPLORATION (EAROES[ LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015

-Called up share capital
2015 2014
$000 . $000
. Issued and fully paid:

37,346,259 Ordinary shares of £1 each for a total nominal g

value of £37,346,259 (2014 37346,259) ' ‘ _ 60,192 60,192

Reserves

Called up share capital

The balance on the called up share capital account represents the aggregate nomma] value of all
ordinary shares in issue.

Profit and loss account
The balance held on this reserve is the accumulated losses of the company.

In 2015 the company paid interim ordmary dividends of $Nil (2014:$45 milhon) The dividend per -
share was $Nil (2014 dividend per share: $1. 21) _ .

Capital commitments

Authorised and contracted future capital expenditure by the company for which contracts had been -
placed but not provided in the financial statements at 31 December 2015 is estnnated at $257,000

(2014: $300 000)

Related party transactions

The company has taken advantage of the exemption comamed within paragraphs 8(k) and (j) of FRS
101, and has not disclosed transactions entered into with who]ly-owned group companies or key
management personnel. There were no other related party transactions in the year ‘

Off-balance she et arrangements

The company enters into operating lease arrangements for the rental of plant and equipment as these .
arrangements are a cost efficient way of obtaining the short-term benefits of these assets. The
operating lease charges for the year are disclosed in Note 5 and the whole obligation under these
arrangements are disclosed in Note 17. There are no other material off-balance sheet arrangements.

N

Immediate and ultimate controlling parent undertaking

The immediate parent undertaking is BP Exploration Operating Company Limited, a company
registered in England and Wales. The ultimate controlling parent undertaking is BP p.lLc., a company
registered in England and Wales, which is the parent undertaking of the smallest and largest group to
consolidate these financial statements. Copies of the consolidated financial statements of BP p.lc. can
be obtamed from 1 St James s Square, London, SW1Y 4PD . .
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