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Strategic report
The directors present their strategic report for the year ended 31 December 2021.

<

Principal activities and review of the business

Until 31 March 2021, Premier Oil E&P UK EU Limited (the “Company”) was part of the Premier
Oil plc group. On 31 March 2021, Premier Oil plc completed the all-share merger with Chrysaor
Holdings Limited forming the largest independent oil and gas company listed on the London
Stock Exchange (the “Group”).

The Company’s immediate parent company is Premier Qil E&P UK Limited. Following completion
of the all-share merger, the Company’s ultimate and controlling parent is Harbour Energy plc.
The Company’s principal activities are the acquisition, exploration, development and
production of oil and gas reserves on the UK Continental Shelf. The Group’s principal activities
are the acquisition, exploration, development and production of oil and gas reserves on the UK
and Norwegian Continental Shelves, Indonesia, Vietnam and Mexico. Further information can be
found in Harbour Energy plc’s consolidated annual report and accounts for the year ended 31
December 2021 (the “Group Report”).

The Company holds an operated interest in the Johnston field and a non-operated interest in
the Ravenspurn North field. In April 2021, the Company entered into a Sale and Purchase
Agreement to transfer 21.357 percent of its 50.107 percent interest in the Johnston field to
Perenco UK Limited for cash consideration of £1. Upon cessation of production, the equity will
re-transfer back to the Company thereby the Company retains the liability for decommissioning
costs in the same 50.107 percent interest as before the sale.

Financial performance and position

The Company'’s financial statements for the periods up to 31 December 2020 have been restated
to correct a prior period misstatement, as detailed in note 18 to the financial statements. The
2020 comparatives below reflect the restated amounts where applicable.

The Company’s results and financial position during the year were as follows:

Production and revenue

Production for 2021 averaged 1.2 mboepd compared to 1.5 mboepd during 2020.

The Company generated revenue of £18.3 million for the year (2020: £16.5 million).
Operating loss

An operating loss of £28.9 million was recognised during the year (2020: profit of £2.5 million).

Cost of sales for the year totalled £11.0 million (2020: £15.2 million), which included
depreciation charges on oil and gas assets of £0.1 million (2020: £2.4 million).

The Company recognised a charge of £12.0 million (2020: credit of £2.6 million) within the
income statement in relation to updates to decommissioning estimates. The Company
recognised a loss of £24.1 million (2020: £1.3 million) in relation to fair value movements in an
embedded derivative contract as a result of changes in future commodity prices.

Net financing income and change in expected credit loss

Net financing income for the year totalled £1.3 million (2020: £1.6 million). The Company
recognised a credit of £3.3 million (2020: charge of £3.7 million) in respect of a change in
expected credit losses (ECL).

Taxation

The taxation credit amounted to £33.4 million (2020: expense of £40.1 million).

Profit for the financial year
Profit after tax for the year was £9.0 million (2020: loss of £39.6 million).
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Strategic report (continued)

Capital expenditure

During the year, the Company incurred capital spend of £0.1 million (2020: £2.4 million) in
relation to property, plant and equipment.

Balance sheet and capital structure

At 31 December 2021, the balance sheet showed net assets of £21.5 million (2020: £12.5
million), consisting of non-current assets of £227.5 million (2020: £65.7 million), net current
liabilities of £23.7 million (2020: net current assets £109.1 million) and non-current liabilities
of £182.3 million (2020: £162.4 million).

Total equity of £21.5 million (2020: £12.5 million) consists of share capital of £132.2 million
(2020: £132.2million) and retained deficit of £110.7 million (2020: £119.8 million).
Insurance

The Company undertakes a significant and appropriate range of insurance programmes to
minimise the risk to its operational and investment programmes, which includes business
interruption insurance.

Key performance indicators (KPls)

The Group’s activities consist of one class of business being the acquisition, exploration,
development and production of oil and gas reserves. The Company’s KPIs are aligned with those
of the Group. Further information about KPIs in the context of the Group business can be found
in the Group Report and are reflected in the ‘Financial performance and position’ section above.

Principal risks and uncertainties

The Company is subject to a range of risks and uncertainties which are identified and managed
by the Group. Information about risks and uncertainties in the context of the Group business
can be found in the strategic report within the Group Report.

Streamlined energy and carbon reporting

The Group adopted the requirements of The Companies (Directors’ Report) and Limited Liability
Partnerships (Energy and Carbon Report) Regulations 2018 and has reported all relevant
emissions and energy data in relation to Streamlined Energy and Carbon Reporting. Further
information can be found in the Group Report and the supplementary ESG Report.

On behalf of the Board

DocuSigned by:
[OJMMAM Yrare

CD20FBE5420F461...
Alexander Krane (Director)
29 September 2022
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Directors’ report

The directors present their report and audited financial statements for the year ended
31 December 2021.

Directors

The following served as directors of the Company during the year and up to the date of signing
of the financial statements:

Alexander Krane (appointed 15 April 2021)

Howard Landes (appointed 15 April 2021)

Phil Kirk (appointed 31 March 2021 - resigned 28 February 2022)
Dean Griffin (resigned 21 July 2021)

Paul Williams (resigned 2 July 2021)

Gareth Webster (resigned 2 July 2021)

Richard Rose (resigned 15 April 2021)

Andrew Gibb (resigned 15 April 2021)

Secretary

The following served as secretary of the Company during the year and up to the date of signing
of the financial statements:

Harbour Energy Secretaries Limited (appointed 31 May 2022)
Daniel Rose (resigned 31 May 2022)

Results and dividends

The profit for the financial year amounted to £9.0 million (2020: loss of £39.6 million). During
the year the Company did not pay any dividends (2020: £nil). The directors do not recommend
a final dividend for the year ended 31 December 2021 (2020: £nil).

Financial instruments

The Company finances its activities with intercompany funding. Other financial assets and
liabilities arise directly from the Company’s operating activities.

Financial instruments can give rise to foreign currency, interest rate, credit, price and liquidity
risk. Information on these risks is set out in the Group Report.

The Company uses a derivative financial instrument to manage its exposure to gas price
fluctuations. Gas price hedging is undertaken using an embedded derivative sales contract. The
fair value movement during the year is disclosed within these financial statements.

Future developments
The directors do not foresee any changes in the Company’s activities in the immediate future.

Post balance sheet events

On 26 May 2022, the UK Government announced the introduction of an Energy Profits Levy
(‘EPL’) on the profits earned from the production of oil and gas in the UK with effect from that
date. The EPL enabling legislation, the Energy (QOil and Gas) Profits Levy Act 2022, was
substantively enacted on 11 July 2022. The EPL is charged at the rate of 25 percent on taxable
profits in addition to ring fence corporation tax of 30 percent and the Supplementary Charge of
10 percent. The EPL tax is a temporary measure and as enacted will cease to apply on 31
December 2025. The introduction of EPL will have a consequential effect on the Company's
future tax charge. If the introduction of EPL had been substantively enacted at the current
balance sheet date then the deferred tax asset would have increased by £5.7 million.
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Directors’ report (continued)

Directors’ liabilities

The Company has made qualifying third-party indemnity provisions for the benefit of the
directors which were made during the period and remain force at the date of this report.

Going concern

The directors have adopted the going concern basis of accounting for the preparation of the
financial statements as the Company’s ultimate parent company, Harbour Energy plc, has
undertaken to directly provide the necessary financial support to the Company, as and when
required; to meet all liabilities for a period of 12 months from the date of signing these financial
statements. In making their assessment of going concern, the directors have considered the
letter of support from Harbour Energy plc and are confident that it has adequate resources to
support the Company for 12 months from the date of signing these financial statements.

Disclosure of information to the auditor

So far as each person who was a director at the date of approving this report is aware, there is
no relevant audit information, being information needed by the auditor in connection with
preparing its report, of which the auditor is unaware. Having made enquiries of fellow directors
and the Company’s auditor, each director has taken all the steps that he is obliged to take as a
director in order to make himself aware of any relevant audit information and to establish that
the auditor is aware of that information.

Independent auditor

Pursuant to section 487 of the Companies Act 2006, the auditor will be deemed to be
reappointed and Ernst & Young LLP will therefore continue in office.

On behalf of the Board

DocuSigned hy:

Olerarden Yrane

CD20FBGS5420F461...

Alexander Krane (Director)
29 September 2022

Company Registered No. 02907493
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Statement of directors’ responsibilities in respect of the
financial statements

The directors are responsible for preparing the strategic report, directors’ report and the
financial statements in accordance with applicable UK law and regulations.

Company law requires the directors to prepare financial statements for each financial year.
Under that law the directors have elected to prepare the financial statements in accordance
with applicable law and United Kingdom Accounting Standards (United Kingdom Generally
Accepted Accounting Practice), including Financial Reporting Standard 101 Reduced Disclosure
Framework (FRS 101).

Under company law the directors must not approve the financial statements unless they are
satisfied that they give a true and fair view of the state of affairs of the Company and of the
net income or loss of the Company for that period.

In preparing these financial statements the directors are required to:

. select suitable accounting policies and then apply them consistently;

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

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

. provide additional disclosures when compliance with the specific requirements in

FRS 101 is insufficient to enable users to understand the impact of particular
transactions, other events and conditions on the Company’s financial position and
financial performance;

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

. 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.
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Independent auditor’s report

Opinion

We have audited the financial statements of Premier Oil E&P UK EU Limited (“the Company”)
for the year ended 31 December 2021 which comprise Income Statement, Balance Sheet,
Statement of Changes in Equity and the related notes 1 to 21, including a summary of significant
accounting policies. The financial reporting framework that has been applied in their
preparation is applicable law and United Kingdom Accounting Standards inctuding FRS 101
“Reduced Disclosure Framework” (United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:

e give a true and fair view of the company’s affairs as at 31 December 2021 and of its
profit for the year then ended;

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

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (1SAs (UK))
and applicable law. Our responsibilities under those standards are further described in the
Auditor’s responsibilities for the audit of the financial statements section of our report. We are
independent of the company in accordance with the ethical requirements that are relevant to
our audit of the financial statements in the UK, including the FRC’s Ethical Standard and we
have fulfilled our other ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Conclusions relating to going concern

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

Based on the work we have performed, we have not identified any material uncertainties
relating to events or conditions that, individually or collectively, may cast significant doubt on
the company’s ability to continue as a going concern for a period of 12 months from when the
financial statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are
described in the relevant sections of this report. However, because not all future events or
conditions can be predicted, this statement is not a guarantee as to the company’s ability to
continue as a going concern.

Other information

The other information comprises the information included in the annual report, other than the
financial statements and our auditor’s report thereon. The directors are responsible for the
other information contained within the annual report.

Our opinion on the financial statements does not cover the other information and, except to
the extent otherwise explicitly stated in this report, we do not express any form of assurance
conclusion thereon.
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Independent auditor’s report (continued)

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

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

+ the information given in the strategic report and the directors’ report for the financial
year for which the financial statements are prepared is consistent with the financial
statements; and

¢ the strategic report and directors’ report have been prepared in accordance with
applicable legal requirements.

Matters on which we are required to report by exception

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

We have nothing to report in respect of the following matters in relation to which the Companies
Act 2006 requires us to report to you if, in our opinion:

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;
or

e certain disclosures of directors’ remuneration specified by law are not made; or

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

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 7, the
directors are responsible for the preparation of the financial statements and for being satisfied
that they give a true and fair view, and for such internal control as the directors determine is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors either intend to liquidate
the company or to cease operations, or have no realistic alternative but to do so.
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Auditor’s responsibilities for the audit of the financial statements

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

Explanation as to what extent the audit was considered capable of detecting
irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We
design procedures in line with our responsibilities, outlined above, to detect irregularities,
including fraud. The risk of not detecting a material misstatement due to fraud is higher than
the risk of not detecting one resulting from error, as fraud may involve deliberate concealment
by, for example, forgery or intentional misrepresentations, or through collusion. The extent to
which our procedures are capabte of detecting irregularities, including fraud is detailed below.
However, the primary responsibility for the prevention and detection of fraud rests with both
those charged with governance of the entity and management.

e We obtained an understanding of the legal and regulatory frameworks that are
applicable to the company and determined that the most significant are those that
relate to the reporting framework (FRS 101 and the Companies Act 2006) and the
relevant direct and indirect tax compliance regulation in the United Kingdom. In
addition, the Company has to comply with laws and regulations relating to its
operations, including health and safety, environmental, GDPR and anti-bribery and
corruption.

e We understood how Premier Oil E&P UK EU Limited is complying with those frameworks
by making enquiries of management, legal counsel and the Company Secretary to
understand how the Company maintains and communicates its policies and procedures
in these areas and corroborated this to supporting documentation. We corroborated the
results of our enquiries through our review of Board minutes and correspondence
received from regulatory bodies and noted there was no contradictory evidence.

e We assessed the susceptibility of the Company’s financial statements to material
misstatement, including how fraud might occur by considering the degree of incentive,
opportunity and rationalisation that may exist to perform fraud. Where fraud risks were
identified, we applied journal entry selection criteria to identify journals that were
considered unusual or indicative of potential fraud before tracing such transactions back
to source information to test their validity and appropriateness.

e Based on this understanding, we designed our audit procedures to identify non-
compliance with such laws and regulations. Our procedures involved journal entry
testing, enquiries of legal counsel, and focused testing, including in respect of
management override through manual journals.

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

10
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Independent auditor’s report (continued)

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3
of Part 16 of the Companies Act 2006. Our audit work has been undertaken so that we might
state to the company’s members those matters we are required to state to them in an auditor’s
report and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the company and the company’s members as a body,
for our audit work, for this report, or for the opinions we have formed.

oot a;\fw:j of

Gemma Noble (Senior statutory auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
Aberdeen

29-Sept-22

1
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Income statement

For the year ended 31 December

Restated

2021 2020

Note £000 £000

Revenue 3 18,285 16,453
Cost of sales (10,959) (15,236)
Gross profit 7,326 1,217
(Expense)/credit due to revisions to decommissioning estimates _ (12,048) 2,569
Remeasurements 15 (24,148) (1,268)
Operatihg (loss)/profit 4 (28,870) 2,518
Finance income 6 5,329 7,300
Finance expense 6 (4,049) (5,654)
Change in expected credit loss 10 3,270 (3,656)
(Loss)/profit before taxation (24,320) 508
Tax credit/(expense}) 7 33,365 (40,067)
Profit/(loss) for the financial year 9,045 (39,559)

No other comprehensive income or expense arose during the year ended 31 December 2021
(2020: £nil).

The notes on pages 15 to 32 form part of these financial statements.

12
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Balance sheet
As at 31 December

Restated
2021 2020
Note £000 £000
Non-current assets
Tangible assets 8 - -
Deferred tax asset 7 54,708 20,331
Decommissioning funding asset 9 49,598 45,413
Debtors: amounts falling after one year 10 123,241 -
Total non-current assets 227,547 65,744
Current assets
Debtors: amounts falling due within one year 11 1,268 111,933
Total current assets 1,268 111,933
Total assets 228,815 177,677
Current liabilities
Creditors: amounts falling due within one year 12 (25,016) (2,015)
Provisions for liabilities 14 - (769)
Total current liabilities (25,016) (2,784)
Non-current liabilities
Creditors: amounts falling after one year 13 (19,839) (18,165)
Deferred income 9 (49,598) (45,413)
Provisions for liabilities 14 (112,846) (98,844)
Total non-current liabilities (182,283) (162,422)
Total liabilities (207,299) {165,206)
Net assets 21,516 12,471
Capital and reserves
Called up share capital 16 132,233 132,233
Retained deficit (110,717) (119,762)
Total equity 21,516 12,471

The notes on pages 15 to 32 form part of these financial statements.

The financial statements on pages 12 to 32 were approved by the Board of Directors on 29
September 2022 and signed on its behalf by:

DocuSigned by:

Olerarder Yrare

CD20FB65420F461... .
Alexander Krane (Director)

29 September 2022
Company Registration No: 02907493

13
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Statement of changes in equity
For the year ended 31 December
Called up Retained

share capital deficit Total

£000 £000 £000

At 1 January 2020 (restated) (i) 132,233 (80,203) 52,030
Loss for the financial year (restated) (i) - (39,559) (39,559)
At 31 December 2020 (restated) ' 132,233 (119,762) 12,471
Profit for the financial year - 9,045 9,045
At 31 December 2021 132,233 (110,717) . 21,516

(i) See note 18 for further information on restatement

14
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Notes to the financial statements
For the year ended 31 December 2021

1. Authorisation of financial statements

The financial statements of the Company for the year ended 31 December 2021 were authorised
for issue by the board of directors on 29 September 2022 and the balance sheet was signed on
the board’s behalf by Alexander Krane.

The Company is a private company limited by share capital incorporated and domiciled in the
United Kingdom. The Company’s principal place of business is London, United Kingdom and its
registered office is 23 Lower Belgrave Street, London, United Kingdom, SW1W ONR.

The principal accounting policies adopted by the Company are set out in note 2.

2. Accounting policies
Basis of preparation

The financial statements are prepared on the historical cost basis, except for certain financial
assets and liabilities (including derivative financial instruments) which have been measured at
fair value, and are in accordance with The Companies Act 2006, as applicable to companies
using Financial Reporting Standard 101 “Reduced Disclosure Framework™ (FRS 101). The financial
statements are presented in pounds Sterling and all values are rounded to the nearest thousand
pounds (£000) except when otherwise stated.

Following the merger of Chrysaor Holdings Limited and Premier Oil plc (forming Harbour Energy
plc), the Company has chosen to adapt the formats of the balance sheet and income statement
to align with the reporting format adopted by the enlarged group. Comparative financial
information has been re-presented where necessary. Re-presentation has not affected the
substance of the financial information which remains unchanged.

The accounting policies which follow, set out thaose policies which apply in preparing the
financial statements for the year ended 31 December 2021 under FRS 101. All accounting policies
have been applied consistently, other than where new policies have been adopted. The
Company has taken advantage of the following disclosure exemptions under FRS 101:

(a) the requirements of IFRS 7 Financial Instruments: Disclosures,
(b) the requirements of paragraphs 91-99 of IFRS 13 Fair Value Measurement

(c) therequirement in paragraph 38 of IAS 1 ‘Presentation of Financial Statements’ to present
comparative information in respect of:
(i) paragraph 79(a)(iv) of 1AS 1;
(ii) paragraph 73(e) of 1AS 16 Property, Plant and Equipment; and
(iii) paragraph 118(e) of IAS 38 Intangible Assets;
(d) the requirements of paragraphs 10(d), 10(f), 16, 38A, 38B, 38C, 38D, 40A, 40B, 40C, 40D,
111 and 134-136 of IAS 1 Presentation of Financial Statements;
(e) the requirements of IAS 7 Statement of Cash Flows;

(f) the requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors;

(g) the requirements of paragraph 17 of 1AS 24 Related Party Disclosures;

(h) the requirements in IAS 24 Related Party Disclosures to disclose related party transactions
entered into 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

(i)  the requirements of paragraphs 134(d)-134(f) and 135(c)-135(e) of 1AS 36 Impairment of
Assets.

15
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Notes to the financial statements
For the year ended 31 December 2021 (continued)

Going concern

The directors have adopted the going concern basis of accounting for the preparation of the
financial statements as the Company’s ultimate parent company, Harbour Energy plc, has
undertaken to directly provide the necessary financial support to the Company, as and when
required, to meet all liabilities for a period of 12 months from the date of signing these financial
statements. In making their assessment of going concern, the directors have considered the
letter of support from Harbour Energy plc and are confident that it has adequate resources to
support the Company for 12 months from the date of signing these financial statements.

Segment reporting
The Company’s activities consist of one class of business - the acquisition, exploration,

development and production of oil and gas reserves and related activities in a single
geographical area, presently being the North Sea.

Joint arrangements

A joint arrangement is one in which two or more parties have joint control. Joint control is the
contractually agreed sharing of control of an arrangement, which exists only when decisions
about the relevant activities require the unanimous consent of the parties sharing control.

Exploration and production operations are usually conducted through joint arrangements with
other parties. The Group reviews all joint arrangements and classifies them as either joint
operations or joint ventures depending on the rights and obligations of each party to the
arrangement and whether the arrangement is structured through a separate vehicle. All
interests in joint arrangements held by the Group are classified as joint operations.

In relation to its interests in joint operations, the Company recognises its:

Assets, including its share of any assets held jointly;

Liabilities, including its share of any liabilities incurred jointly;

Revenue from the sale of its share of the output arising from the joint operation;
Share of the revenue from the sale of the output by the joint operation; and
Expenses, including its share of any expenses incurred jointly.

Foreign currency translation
The Company’s functional currency and presentation currency is pounds Sterling.

Transactions recorded in foreign currencies are initially recorded in the Company’s functional
currency by applying an average rate of exchange. Monetary assets and liabilities denominated
in foreign currencies are retranslated at the functional currency rate of exchange ruling at the
reporting date. All differences are taken to the Income Statement. Non-monetary assets and
liabilities denominated in foreign currencies are measured at historic cost based on exchange
rates at the date of the transaction and subsequently not retranslated.

Property, plant and equipment - oil and gas development and production assets

Oil and gas development and production assets are accumulated generally on a field-by-field
basis. This represents expenditure on the construction, installation or completion of
infrastructure facilities such as platforms, pipelines and the drilling of development wells,
including unsuccessful development, and any exploration and evaluation expenditures incurred
in finding commercial reserves transferred from intangible exploration and evaluation assets.

The initial cost of an asset comprises its purchase price or construction cost, any costs directly
attributable to bringing the asset into operation, the initial estimate of the decommissioning
obligation and, for qualifying assets (where relevant), borrowing costs. The purchase price or
construction cost is the aggregate amount paid and the fair value of any other consideration
given to acquire the asset.
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An item of development and production expenditure and any significant part initially recognised
is derecognised upon disposal or when no future economic benefits are expected. 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 asset) is included in the income statement.

Expenditure on major maintenance refits, inspections or repairs comprises the cost of
replacement assets or parts of assets, inspection costs and overhaul costs. Where an asset, or
part of an asset, that was separately depreciated and is now written off is replaced and it is
probable that future economic benefits associated with the item will flow to the Company, the
expenditure is capitalised. All other day-to-day repairs and maintenance costs are expensed as
incurred.

All costs relating to a development are accumulated and not depreciated until the
commencement of production. Depreciation is provided generally on a field-by-field basis, using
the unit of production method by reference to the ratio of production in the year and the related
commercial proven and probable reserves of the field, taking into account future development
expenditures necessary to bring those reserves into production. When there is a change in the
estimated total recoverable proven and probable reserves of a field, that change is accounted
for in the depreciation charge over the revised remaining proven and probable reserves.

Impairment of non-current assets

The Company assesses, at each reporting date, whether there is an indication that an asset may
be impaired. If any indication exists, the Company estimates the recoverable amount of the
associated asset or cash generating unit, being the higher of the fair value less costs of disposal
and value in use. When the carrying amount of an asset or cash generating unit exceeds its
recoverable amount, the difference is recognised as an impairment charge in the income
statement.

Financial instruments
a. Financial assets

The Company uses two criteria to determine the classification of financial assets: the Company’s
business model and contractual cash flow characteristics of the financial assets. Where
appropriate the Company identifies three categories of financial assets: amortised cost, fair
value through profit or loss (FVTPL), and fair value through other comprehensive income
(FVOCI).

Financial assets held at amortised cost

Financial assets held at amortised cost are initially measured at fair value except for trade
debtors which are initially measured at cost. Both are subsequently carried at amortised cost
using the effective interest rate (EIR) method, less impairment. The EIR amortisation is
presented within finance income in the income statement.

Impairment of financial assets

The Company recognises an allowance for expected credit losses (ECLs) for all debt instruments
not held at fair value through profit or loss. ECLs are based on the difference between the
contractual cash flows due in accordance with the contract and all the cash flows that the
Company expects to receive, discounted at an approximation of the original effective interest
rate.

ECLs are recognised in two stages. For credit exposures for which there has not been a
significant increase in credit risk since initial recognition, ECLs are provided for credit losses
that result from default events that are possible within the next 12 months (a 12-month ECL).
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Default events could include:

- payment default, i.e. the failure to pay principal or interest when it falls due for
payment;
- prospective default, when payment is not yet due but it is clear that it will not be
capable of being paid when it does fall due.
For those credit exposures for which there has been a significant increase in credit risk since
initial recognition, a loss allowance is required for credit losses expected over the remaining
life of the exposure, irrespective of the timing of the default (a lifetime ECL).

For trade receivables and contract assets, the Company applies a simplified approach in
calculating ECLs. Provision rates are calculated based on estimates including the probability of
default by assessing counterparty credit ratings, as adjusted for forward-looking factors specific
to the debtors and the economic environment and the Company’s historical credit loss
experience.

Credit impaired financial assets

At each reporting date, the Company assesses whether financial assets carried at amortised
cost and debt financial assets carried at FVOCI are credit impaired. A financial asset is ‘credit-
impaired’ when one or more events that have a detrimental impact on the estimated future
cash flows of the financial asset have occurred. Evidence that a financial asset is credit-
impaired includes the following observable data:

- significant financial difficulty of the borrower or issuer

- abreach of contract such as default or past due event

- the restructuring of a loan or advance by the Company on terms that the Company would
otherwise not consider

- it is becoming probable that the borrower will enter bankruptcy or other financial
reorganisation, or

- the disappearance of an active market for a security because of financial difficulties

b. Financial liabilities

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value
through profit or loss, loans and borrowings or payables, as appropriate. All financial liabilities
are recognised initially at fair value and, in the case of loans and borrowings and payables, net
of directly attributable transaction costs.

Borrowings and loans

Interest-bearing bank loans and overdrafts are recorded at the proceeds received, net of direct
issue costs. Finance charges, including premiums payable on settlement or redemption and
direct issue costs, are accounted for on an accrual basis in the income statement using the
effective interest method and are added to the carrying amount of the instrument to the extent
that they are not settled in the year in which they arise.

Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or
cancelled or expires. When an existing financial liability is replaced by another from the same
lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as the derecognition of the original
liability and the recognition of a new liability. The difference in the respective carrying
amounts is recognised in the income statement.
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c. Derivative financial instruments

Derivative financial instruments are initially recognised and subsequently re-measured at fair
value. Certain derivative financial instruments are designated as cash flow hedges in line with
the Company’s risk management policies. When derivatives do not qualify for hedge accounting
or are not designated as accounting hedges, changes in the fair value of the instrument are
recognised within the income statement.

d. Fair values

Fair value is defined as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement daté. It is
determined by reference to quoted market prices adjusted for estimated transaction costs that
would be incurred in an actual transaction, or by the use of established estimation techniques
such as option pricing models and estimated discounted values of cash flows.

For financial instruments not traded in an active market, the fair value is determined using
appropriate valuation techniques.

Equity
Share capital

Share capital includes the total net proceeds, both nominal and share premium, on the issue of
ordinary shares of the Company.

Provisions for liabilities

A provision is recognised when the Company has a legal or constructive obligation 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.

The expense relating to any provision is presented in the income statement net of any
reimbursement. If the effect of the time value of money is material, provisions are discounted
using a current pre-tax rate that reflects, where appropriate, the risk specific to the liability.
Where discounting is used, the increase in the provision due to the passage of time is recognised
as part of finance costs in the income statement.

The estimated cost of dismantling and restoring the production and related facilities at the end
of the economic life of each field is recognised in full when the related facilities are installed.
The amount provided is the present value of the estimated future restoration cost. A non-
current asset is also recognised. Any changes to estimated costs or discount rates are dealt with
prospectively.

Decommissioning funding asset

The decommissioning funding asset is recognised based on the present value of the estimated
future cash inflows. A corresponding liability is booked as deferred income, and any change in
the present value of the estimated cash inflows is reflected as an adjustment to deferred income
and the decommissioning funding asset (note 9).

Trade payables

Initial recognition of trade payables is at fair value. Subsequently they are stated at amortised
cost.
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Taxes
i. Current tax

Current tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and laws used
to compute the amount are those that are enacted or substantively enacted at the reporting
date in the countries where the Company operates and generates taxable income.

Current income tax related to items recognised directly in other comprehensive income or
equity is recognised in other comprehensive income or directly in equity, not in the income
statement.

ii. Deferred tax

Deferred taxation is recognised in respect of all timing differences arising between the tax bases
of the assets and liabilities and their carrying amounts in the financial statements with the
following exceptions:

o Deferred income tax assets are recognised only to the extent that it is probable that
the taxable profit will be available against which the deductible temporary difference,
carried forward tax credits or tax losses can be utilised. This includes ensuring that the
Company has the ability to carry back decommissioning tax losses against prior period
profits.

o Deferred income tax assets and liabilities are measured on an undiscounted basis at the
tax rates that are expected to apply when the related asset is realised, or liability is
settled, based on tax rates and laws enacted or substantively enacted at the reporting
date. The carrying amount of the deferred income tax asset is reviewed at each balance
sheet date and reduced to the extent that it is no longer probable that sufficient taxable
profits will be available to allow all or part of the asset to be recovered.

o Deferred income tax assets and liabilities are offset, only if a legally enforceable right
exists to offset current assets against current tax liabilities, the deferred income tax
relates to the same tax authority and that same tax authority permits the Company to
make a single net payment.

Deferred tax is charged or credited in the income statement, except when it relates to items
charged or credited in other comprehensive income, in which case the deferred tax is also dealt
with in other comprehensive income.

Revenue from contracts with customers

Revenue from contracts with customers is recognised when the Company satisfies a performance
obligation by transferring a good or service to a customer. A good or service is transferred when
the customer obtains control of that good or service. Revenue associated with the sale of crude
oil, natural gas, and natural gas liquids is measured based on the consideration specified in
contracts with customers with reference to quoted market prices in active markets, adjusted
according to specific terms and conditions as applicable according to the sales contracts. The
transfer of control of oil, natural gas, natural gas liquids and other items sold by the Company
occurs when title passes at the point the customer takes physical delivery. The Company
principally satisfies its performance obligations at this point in time.

Interest income

Interest income is recognised on an accruals basis, by reference to the principal outstanding
and at the effective interest rate method.

New accounting standards and interpretations

IBOR reform and other amendments and interpretations applying for the first time in 2021 do
not have an impact on the financial statements of the Company.
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Accounting standards issued but not yet effective

The new and amended standards and interpretations that are issued, but not yet effective, up
ta the date of issuance of the Company’s financial statements are disclosed below. The Company
intends to adopt these new and amended standards and interpretations, if applicable, when
they become effective.

Amendments to IAS 1, Presentation of Financial Statements - classification of liabilities as
current or non-current

On 23 January 2020, the IASB issued a narrow-scope amendment to IAS 1 to clarify that liabilities
are classified as either current or non-current, depending on the rights that exist at the end of
the reporting period. Liabilities are classified as non-current if the entity has a substantive right
to defer settlement for at least 12 months at the end of the reporting period. The Company
does not consider this amendment to have significant impact on the classification of its liabilities
as either current or non-current when the standard becomes effective on 1 January 2023.

Amendments to IFRS 3 - Reference to the Conceptual Framework

The IASB issued amendments to IFRS 3 to update the reference to the 2018 Conceptual
Framework. The amendments add an exception to the recognition principle for liabilities and
contingent liabilities within the scope of IAS 37 or IFRIC 21 and clarify existing guidance for
contingent assets. The amendments are effective for annual reporting periods beginning on or
after 1 January 2022 and apply prospectively.

Amendments to IAS 8 - Definition of Accounting Estimates

In February 2021, the International Accounting Standards Board issued Definition of Accounting
Estimates, which amended IAS 8 Accounting Policies, Changes in Accounting Estimates and
Errors.

The amendments introduced the definition of accounting estimates and included other
amendments to IAS 8 to help entities distinguish changes in accounting estimates from changes
in accounting policies, with the distinction important because changes in accounting estimates
are applied prospectively only to future transactions and other future events, but changes in
accounting policies are generally also applied retrospectively to past transactions and other past
events.

Amendments to IAS 1 and IFRS Practice Statement 2 - Disclosure of Accounting Policies

In February 2021, the International Accounting Standards Board issued amendments to IAS 1
Presentation of Financial Statements and IFRS Practice Statement 2 Making Materiality
Judgements. The amendments to IAS 1 require companies to disclose their material accounting
policy information rather than their significant accounting policies. The amendments to IFRS
Practice Statement 2 provide guidance on how to apply the concept of materiality to accounting
policy disclosures.

Amendments to IAS 12 - Deferred Tax related to Assets and Liabilities arising from a Single
Transaction

On 7 May 2021, the IASB issued amendments to IAS 12 income Taxes. The amendments require
companies to recognise deferred tax on transactions that, on initial recognition, give rise to
equal amounts of taxable and deductible temporary differences. According to the amended
guidance, a temporary difference that arises on initial recognition of an asset or liability is not
subject to the initial recognition exemption if that transaction gave rise to equal amounts of
taxable and deductible temporary differences. The proposed amendments will typically apply
to transactions such as leases for the lessee and decommissioning obligations. The amendments
are effective for annual reporting periods beginning on or after 1 January 2023.
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IFRS 9 Financial Instruments - Fees in the 10 per cent’ test for derecognition of financial
liabilities

As part of its 2018-2020 annual improvements to IFRS standards process, the IASB issued an
amendment to IFRS 9. The amendment clarifies the fees that an entity includes when assessing
whether the terms of a new or modified financial liability are substantially different from the
terms of the original financial liability. These fees include only those paid or received between
the borrower and the lender, including fees paid or received by either the borrower or lender
on the other’s behalf. An entity applies the amendment to financial liabilities that are modified
or exchanged on or after the beginning of the annual reporting period in which the entity first
applies the amendment.

The amendment is effective for annual reporting periods beginning on or after 1 January 2022
with earlier adoption permitted. The Company will apply the amendments to financial liabilities
that are modified or exchanged on or after the beginning of the annual reporting period in which
the entity first applies the amendment.

The amendments listed above are not expected to have a material impact on the Company.

Critical accounting judgements and estimates

The preparation of the Company’s financial statements in conformity with FRS 101 requires
management to make judgements, estimates and assumptions at the date of the financial
statements. Estimates and assumptions are continuously evaluated and are based on
management experience and other factors, including expectations of future events that are
believed to be reasonable under the circumstances. Uncertainty about these assumptions and
estimates could result in outcomes that require a material adjustment to the carrying amount
of the assets or liabilities affected in future periods.

In particular the Company has identified the following areas where significant judgement,
estimates and assumptions are required.

Critical accounting judgements
« decommissioning costs, including the timing of when decommissioning would occur;

« tax and recognition of deferred tax assets, relating to the extent to which future taxable
profits are included in the assessment of recoverability; and

« the impact of climate change.
Key sources of estimation uncertainty

o Decommissioning costs

Decommissioning costs will be incurred by the Company at the end of the operating life of some
of the Company’s facilities and properties. The Company assesses its decommissioning provision
at each reporting date. The ultimate decommissioning costs are uncertain and cost estimates
can vary in response to many factors, including the expected timing, extent and amount of
expenditure. On the basis that all other assumptions in the calculation remain the same, a 10%
increase in the cost estimates used to assess the final decommissioning obligation would result
in an increase to the decommissioning provision of approximately £11 million. This change would
be principally offset by a change to the value of the associated asset, which would be reflected
as an immediate impairment in the financial statements.

e Recovery of deferred tax assets

Deferred tax assets, including those arising from un-utilised tax losses, require management to
assess the likelihood that the Company will recover the value. This includes ensuring that the
company has the ability to carry back decommissioning tax losses against prior period profits.
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e Climate change

The Group monitors global climate change and energy transition developments and plans
accordingly. Management recognises there is a general high level of uncertainty about the speed
and scale of impacts which, together with limited historical information, provides significant
challenges in the preparation of forecasts and plans with a range of possible future scenarios.

All new economic investment decisions include the cost of carbon and opportunities are assessed
on their climate-impact potential and alignment with Harbour Energy’s Net Zero goal, taking
into consideration both greenhouse gas volumes and intensity. Emissions reduction incentives
are part of staff remuneration and annual bonus schemes.

As a result, climate change and the energy transition have the potential to significantly impact
the accounting estimates adopted by management and therefore the valuation of assets and
liabilities reported on the balance sheet. On an ongoing basis management continues to assess
the potential impacts on the significant judgements and estimates used in the financial
statements. Estimates adopted in the preparation of the financial statements reflect
management’s best estimate of future market conditions where, in particular, commodity prices
can be volatile. Notwithstanding the challenges around climate change and the energy
transition, it is management’s view that the financial statements are consistent with the
disclosures in this report.
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3. Revenue

Revenue, which excludes value added tax, represents amounts receivable for sales of
hydrocarbons as follows:

2021 2020
£000 £000
Gas sales 18,285 16,453

18,285 16,453
Revenues of £18.3 million (2020: £16.5 miltion) were from contracts with customers.

4. Operating (loss)/profit
This is stated after charging/(crediting):

2021 2020
£000 £000
Depreciation of property, plant and equipment (note 8) 113 2,369
Expense/(credit) due to revisions to decommissioning estimates (note 8) 12,048 (2,569)
Remeasurement of embedded derivative within gas contract (note 15) 24,148 1,268

Auditor’s remuneration - audit of the financial statements - -

For the year ended 31 December 2021, the auditor’s remuneration of £41,000 (2020: £29,000)
was borne by another group company and was not recharged to the Company.

Fees paid to the Company’s auditor for services other than the statutory audit of the Company
are disclosed on a consolidated basis in the group financial statements of the Company’s
ultimate parent, Harbour Energy plc.

5. Staff costs and directors’ remuneration

The Company had no employees during the year (2020: nil). All contracts of employment are
held with other group companies.

The directors received no remuneration for their services to the Company in the current or
preceding year. All directors’ contracts of employment are held with other group companies.
The Company’s directors believe that it is not practicable to apportion their remuneration
between qualifying services for the Company and other group companies in which they hold
office.
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6. Finance income and finance expenses

Restated
2021 2020
£000 £000
Finance income

Intercompany interest 5,328 7,300
Foreign exchange gain 1 -
5,329 7,300

Finance expenses
Bank facility interest (1,152) (1,625)
Other finance charges (1,674) (1,127)
Unwinding of discount on decommissioning provisions (note 14) (1,223) (2,901)
Foreign exchange loss _ - (1)

(4,049) (5,654)

Net finance income 1,280 1,646

7. Tax credit/(expense)
(a) Tax (credit)/expense in the income statement

The major components of income tax (credit)/expense for the years ended 31 December 2021
and 2020 are:

2021 2020
£000 £000
Current income tax:
UK corporation tax 1,012 -
Total current income tax 1,012 -
Deferred tax:
Origination and reversal of temporary differences (34,377) 40,067
Total deferred tax (34,377) 40,067
Tax (credit)/expense in the income statement (33,365) 40,067
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Tax credit/(expense) (continued)

(b) Reconciliation of the total tax (credit)/expense

Reconciliation between tax (credit)/expense and the (loss)/profit before taxation multiplied by
the UK standard rate of corporation tax for UK ring-fence companies is as follows:

Restated
2021 2020
£000 £000
(Loss)/profit before taxation (24,320) 508
Tax calculated at UK standard rate of corporation tax for UK ring-
fence companies of 40% (2020: 40%) (9,728) 203
Effects of:
Impact of losses relieved at different rates (1,806) 4,631
Items not allowable for tax purposes 29 1,125
Adjustments recognised for tax of prior periods - 11
Investment allowance 7) (147)
Ring fence expenditure supplement - (258)
Movement in recognised deferred tax asset (21,853) 35,889
Effects of group/other reliefs - (1,387)
Total tax (credit)/expense reported in the income statement (33,365) 40,067
(c) Deferred tax included in the balance sheet is as follows:
Accelerated
capital Ring fence Investment Fair value
allowances Decommissioning tax losses allowance derivatives Total
£000 £000 £000 £000 ~ £000 £000
As at 1 January 2020 1,588 45,108 14,166 1,026 (1,490) 60,398
Deferred tax
(expense)/credit (398) (24,984) (14,166) (1,026) 507 (40,067)
At 31 December 2020 1,190 20,124 - - (983) 20,331
Deferred tax
(expense)/credit (297) 25,015 - - 9,659 34,377
At 31 December 2021 893 45,139 - - 8,676 54,708

Deferred tax assets are recognised to the extent that the realisation of a future benefit is
probable. The Company had tax losses at the end of the period for which no deferred tax asset
was recognised of £37.1 million (2020: £42.5 million) together with activated investment
allowances of £11.6 million (2020: £11.6 million). There is no fixed expiry date for these losses
and atlowances.
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Tax credit/(expense) (continued)
Changes in tax rate

Legislation was introduced in Finance Act 2021 to increase the main rate of UK corporation tax
for non-ring fence profits from 19 percent to 25 percent from 1 April 2023. On 23 September
2022 the UK government announced that the planned rate increase will not go ahead, instead
maintaining the rate at 19 percent from 1 April 2023. Neither change had a material impact on
the Company.

On 26 May 2022, the UK Government announced the introduction of an Energy Profits Levy
(‘EPL’) on the profits earned from the production of oil and gas in the UK with effect from that
date. The EPL enabling legislation, the Energy (Oil and Gas) Profits Levy Act 2022, was
substantively enacted on 11 July 2022. The EPL is charged at the rate of 25 percent on taxable
profits in addition to ring fence corporation tax of 30 percent and the Supplementary Charge of
10 percent. The EPL tax is a temporary measure and as enacted will cease to apply on 31
December 2025. The introduction of EPL will have a consequential effect on the Company's
future tax charge. If the introduction of EPL had been substantively enacted at the current
balance sheet date then the deferred tax asset would have increased by £5.7 million.

8. Property, Plant and Equipment

Oil & gas
development
& production
assets
£000
Cost:
At 1 January 2021 195,551
Additions 113
Revision of decommissioning asset 12,048
Disposals (51,094)
At 31 December 2021 T 156,618
Accumulated depreciation: .
At 1 January 2021 195,551
Charge for the year 113
Impairment charge due to revisions to decommissioning estimates 12,048
Depreciation on disposals (51,094)
At 31 December 2021 T 156,618
Net book value:
At 31 December 2021 -

At 31 December 2020 -

An increase of £12.0 million to decommissioning assets was recognised as a result of an update
to decommissioning estimates (note 14). The increase in the decommissioning asset has been
recorded as an immediate charge in the income statement.

Disposals during the year relate to the transfer of 21.357 percent of the Company’s 50.107
percent interest in the Johnston field to Perenco UK Limited for cash consideration of £1. The
transferred assets had a £nil net book value.
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Decommissioning funding asset

The decommissioning funding asset relates to the Decommissioning Liability Agreement entered
into with E.ON, whereby E.ON agreed to part fund the Company’s share of decommissioning the
Johnston and Ravenspurn North assets. Under the terms of the agreement, E.ON will provide
funding for 70 percent of the decommissioning costs between the expenditure range £40 million
to £130 million, based on the Company’s net share of the total decommissioning costs of the
two assets. This results in maximum possible funding of £63 million from E.ON.

The present value of the estimated cash inflows based on the agreement have been recognised
in the year, with the corresponding liability booked to deferred income. Any change in the
present value of the estimated cash inflows is reflected as an adjustment to deferred income
and the decommissioning funding asset in equal proportion.

The 2020 comparative for deferred income has been restated to correct a prior period
misstatement, as detailed in note 18.

Debtors: amounts falling due after more than one year
2021 2020
£000 £000
Amounts owed by group undertakings 123,241 -
123,241 -

The amounts owed by group undertakings at 31 December 2021 comprise of a loan of £123.2
million falling due for repayment in 2025. The loan carries interest at LIBOR plus a margin
ranging between 3.65 percent and 6.45 percent. The equivalent loan balance at 31 December
2020 was included within debtors falling due within one year as it had been due for repayment
in 2021 (note 11). The terms of the loan have since been amended and the loan now falls due
for repayment in 2025.

An impairment provision of £0.8 million (2020: £4.0 million) has been recognised as required
under IFRS 9 and was calculated using 12 month expected credit losses (ECL). The movement
in the ECL has resulted in a credit of £3.3 million (2020: charge of £3.7 million) to the income
statement. The impact of LIBOR reform does not have a significant impact on the financial
statements.

Debtors: amounts falling due within one year
2021 2020
£000 £000
Trade debtors 129 16
Amounts owed by group undertakings - 108,421
Derivative financial instrument (note 15) - 2,458
Prepayments and accrued income 1,139 1,038

1,268 111,933

The amounts owed by group undertakings at 31 December 2020 comprised of a loan that was
due for repayment in 2021. The loan carried interest at LIBOR plus a margin ranging between
6.45 percent and 6.75 percent. The terms of the loan have since been amended and the loan
now falls due for repayment in 2025. The equivalent loan balance at 31 December 2021 is
included within debtors falling due after more than one year (note 10).

28



DocuSign Envelope ID: DCD14BAS-14DE-44C6-9175-108E86E0D689

Premier Oil E&P UK EU Limited

L | 3

12

13

14.

Notes to the financial statements

For the year ended 31 December 2021 (continued)

Creditors: amounts falling due within one year
2021 2020
£000 £000
Derivative financial instrument (note 15) 21,690 -
Amounts owed to group undertakings 434 -
Corporation tax 1,012 -
Accruals 1,880 2,015
25,016 2,015

The amounts due to group undertakings at 31 December 2021 are unsecured, interest free and
are repayable on demand.

Creditors: amounts falling after one year

Restated

2021 2020

£000 £000

Other creditors 19,839 18,165
19,839 18,165

Other creditors relate to amounts expected to be repayable to E.ON equivalent to any tax relief
benefit that the Company obtains on decommissioning expenses incurred that will be reimbursed
by E.ON as part of the decommissioning funding agreement between these parties (note 9).

Provisions for liabilities
Decommissioning
provision
£000
At 1 January 2021 99,613
Change in estimate - increase decommissioning asset 12,048
Utilisation of provision (38)
Unwinding of discount (note 6) 1,223
At 31 December 2021 112,846
At 31 December 2021
Current -
Non-current 112,846
112,846
At 31 December 2020
Current 769
Non-current 98,844
99,613
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Notes to the financial statements
For the year ended 31 December 2021 (continued)

Provisions for liabilities (continued)

The Company provides for the estimated future decommissioning costs on its oil and gas assets
at the balance sheet date. The payment dates of expected decommissioning costs are uncertain
and are based on economic assumptions of the fields concerned. The Company currently expects
to incur decommissioning costs over the next ten years. Decommissioning provisions are
discounted at a risk-free rate of between 0.7% and 1.5% (2020: 3%) and the unwinding of the
discount is presented within finance costs.

These provisions have been created based on internal and third-party estimates. Assumptions
based on the current economic environment have been made, which management believe are
a reasonable basis upon which to estimate the future liability. These estimates are reviewed
regularly to take into account any material changes to the assumptions. However, actual
decommissioning costs will ultimately depend upon market prices for the necessary
decommissioning work required, which will reflect market conditions at the relevant time. In
addition, the timing of decommissioning liabilities will depend upon the dates when the fields
become economically unviable, which in itself will depend upon future commodity prices, which
are inherently uncertain.

15. Other financial assets and liabilities

2021 2020
Assets Liabilities Assets Liabilities
£000 £000 £000 £000
Measured at fair value
Embedded derivative within gas contract - (21,690) 2,458 -
Total current - (21,690) 2,458 -

Fair value movements recognised in the income statement in the year:

2021 2020
£000 £000
Remeasurement of embedded derivative within gas contract 24,148 1,268

The Company uses a derivative financial instrument to manage its exposure to gas price
fluctuations. Gas price hedging is undertaken using an embedded derivative sales contract.

The fair value of the derivative financial instrument noted above is based on estimates from
observable inputs and is designated as level 2 in the IFRS 13 hierarchy (Level 2: fair value
measurements include inputs, other than quoted prices included within level 1, which are
observable directly or indirectly).

16. Called up share capital

2021 2020 2021 2020
Allotted, called up and fully paid No. No. £000 £000
Ordinary shares of £1 each 132,233 132,233 132,233 132,233
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Premier Oil E&P UK EU Limited

Notes to the financial statements

For the year ended 31 December 2021 (continued)

Capital commitments
As at 31 December 2021 the Company had no commitments and contingencies (2020: £nil).

Prior period adjustment

During the period following the merger of Chrysaor Holdings Limited and Premier Qil plc (forming
Harbour Energy plc), management conducted a detailed review of the Company’s balance sheet.
As a result of this review, management discovered that some amounts associated with a
decommissioning fund agreement with E.ON had not been recognised appropriately in the
financial statements for the periods up to 31 December 2020.

The misstated balances relate to amounts expected to be repayable to E.ON equivalent to any
tax relief benefit that the Company obtains on decommissioning expenses incurred that will be
reimbursed by E.ON as part of the decommissioning funding agreement between these parties
(note 9).

The opening retained deficit at 1 January 2020 is increased by £17.0 million, relating to the
income statement finance charges that should have been recognised in previous periods to
reflect amounts equivalent to the estimated decommissioning tax relief expected to be
reimbursed to E.ON. The cumulative impact of the restatement up to the year ended 31
December 2020 increases the overall retained deficit by £14.9 million and increases the balance
sheet non-current liabilities by an equivalent £14.9 million.

The prior year financial statements have been corrected as follows:

As
; previously As previously
Balance sheet stated As restated stated As restated
1 January 1 January 31 December 31 December
2020  Adjustment 2020 2020  Adjustment 2020
£000 £000 £000 £000 £000 £000
Non-current liabilities
Creditors: amounts falling
due after one year - (17,038) (17,038) - (18,165) (18,165)
Deferred income (42,595) - (42,595) (48,629) 3,216 (45,413)
Capital and reserves
Retained deficit (63,165) (17,038) (80,203) (104,813) (14,949) (119,762)
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Notes to the financial statements

For the year ended 31 December 2021 (continued)

Prior period adjustment (continued)

As previously
Income statement stated As restated
31 December 31 December
2020 Adjustment 2020
£000 £000 £000
Finance income
Intercompany interest 7,300 - 7,300
7,300 - 7,300
Finance expenses
Bank facility interest (4,841) 3,216 (1,625)
Other finance charges - (1,127) (1,127)
Unwinding of discount on decommissioning provisions (2,901) - (2,901)
Foreign exchange loss (1) - (1)
(7,743) 2,089 (5,654)
Net finance (expenses)/income (443) 2,089 1,646

Post balance sheet events

On 26 May 2022, the UK Government announced the introduction of an Energy Profits Levy
{‘EPL’) on the profits earned from the production of oil and gas in the UK with effect from that
date. The EPL enabling legistation, the Energy (Oil and Gas) Profits Levy Act 2022, was
substantively enacted on 11 July 2022. The EPL is charged at the rate of 25 percent on taxable
profits in addition to ring fence corporation tax of 30 percent and the Supplementary Charge of
10 percent. The EPL tax is a temporary measure and as enacted will cease to apply on 31
December 2025. The introduction of EPL will have a consequential effect on the Company's
future tax charge. If the introduction of EPL had been substantively enacted at the current
balance sheet date then the deferred tax asset would have increased by £5.7 million.

Related party disclosure

In accordance with FR$101.8 (k), the Company is exempt from the requirement to disclose Group
related party transactions since the Company is 100% controlled within the Group and the group
financial statements of the Company’s ultimate parent undertaking, Harbour Energy plc, are
publicly available from Companies House.

Ultimate parent undertaking and controlling party

The Company’s immediate parent undertaking is Premier Oil E&P UK Limited. The Company’s
ultimate and controlling parent is Harbour Energy plc, a company incorporated in Great Britain
and registered in Scotland.

Harbour Energy plc is the parent undertaking of the largest and the smallest group of
undertakings for which group financial statements are prepared and of which the Company is a
member. Copies of these financial statements are available upon request from Harbour Energy
plc, 23 Lower Belgrave Street, London, SW1W ONR.
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