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INndependent Auditor's Report
to the Members Of EnQuest PLC

Report on the audit of the financial statements

1. Opinion

In our opinion:

- the financial statements of EnQuest PLC (the ‘parent company’) and its subsidiaries (together the ‘group’) give a true and fair
view of the state of the group’s and of the parent company'’s affairs as at 31 December 2021 and of the group’s profit for the
year then ended;

« the group financial statements have been properly prepared in accordance with United Kingdom adopted international
accounting standards and International Financial Reporting Standards (IFRSs) as issued by the International Accounting
Standards Board (IASB);

« the parent company financial statements have been properly prepared in accordance with United Kingdom Generally
Accepted Accounting Practice, including Financial Reporting Standard 101 “Reduced Disclosure Framework”; and

« the financial statements have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements which comprise:

+ the Group Income Statement;

+ the Group and Company Balance Sheets;

+ the Group and Company Statements of Changes in Equity;

« the Group Statement of Cash Flows;

- the related notes 1to 29 to the Group financial statements; and
- therelated notes 1to 11 to the Company financial statements.

The financial reporting framework that has been applied in the preparation of the group financial statements is applicable law,
United Kingdom adopted international accounting standards and IFRSs as issued by the IASB. The financial reporting framework that
has been applied in the preparation of the parent company financial statements is applicable law and United Kingdom Accounting
Standards, including FRS 101 “"Reduced Disclosure Framework” (United Kingdom Generally Accepted Accounting Practice).

2. Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our
responsibilities under those standards are further described in the auditor's responsibilities for the audit of the financial statements
section of our report.

We are independent of the group and the parent company in accordance with the ethical requirements that are relevant to our
audit of the financial statements in the UK, including the Financial Reporting Council's (the ‘FRC's’) Ethical Standard as applied to listed
public interest entities, and we have fulfilled our other ethical responsibilities in accordance with these requirements. The non-audit
services provided to the group and parent company for the year are disclosed in note 5(g) to the financial statements. We confirm
that we have not provided any non-audit services prohibited by the FRC's Ethical Standard to the group or the parent company.

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

3. Summary of our audit approach

Key audit matters  The key audit matters that we identified in the current year were:
+ Valuation of oil and gas related assets and liabilities; and
+ Valuation of decommissioning liability.

Within this report, key audit matters are identified as follows:
Newly identified

@ Increased level of risk

@ Similar level of risk

@ Decreased level of risk

Materiality The materiality that we used for the group financial statements was $20m which was determined on
the basis of 3% of adjusted EBITDA (earnings before interest, tax, depreciation, amortisation and
exceptional items).

Our materiality represents 5.7% of reported profit before tax.

Scoping EnQuest PLC has two significant operating segments, being the North Sea and Malaysia. They accounted for
100% of the group’s revenue, 100% of the group’s adjusted EBITDA and 100% of the group’s net assets.

Significantchanges Going concern has been removed as a key audit matter. In the prior year, there was a material uncertainty

in our approach related to going concern due to the Revolving Credit Facility expiring and the new facility not being signed at
the time of the publication of the group’s results. In June 2021 a new long term Reserves Base Lending Facility
of $600 million was signed, as such we do not consider there to be a material uncertainty in relation to going
concern at the date of this opinion.




4. 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.

Our evaluation of the directors’ assessment of the group’s and parent company’s ability to continue to adopt the going concern

basis of accounting included:

+ we obtained an understanding of the relevant controls relating to the going concern assumption;

+ we have tested the clerical accuracy of the model used to prepare the going concern forecasts;

+ we have assessed the historical accuracy of forecasts prepared by management;

+ we have evaluated the consistency of key inputs relating to future costs, hedging and production to other financial and
operational information obtained during our audit;

+ we have challenged management as to the reasonableness of commodity pricing assumptions applied, based on
benchmarking to market data;

+ we have agreed the available facilities to underlying agreements and external confirmation from debt providers and tested
covenant calculation forecasts performed by management;

« we have assessed the reasonableness of management’s sensitivity analysis on the forecast, including the downside scenarios
such as lower oil prices and reduced production, and considered the mitigating actions highlighted by management in the event
that they were required; and

« we have assessed the adequacy of disclosures made in the Annual Report and Accounts.

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 group’s and parent company'’s ability to continue as a going concern
for a period of at least twelve months from when the financial statements are authorised for issue.

In relation to the reporting on how the group has applied the UK Corporate Governance Code, we have nothing material to add or
draw attention to in relation to the directors’ statement in the financial statements about whether the directors considered it
appropriate to adopt the going concern basis of accounting.

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

5. Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the financial
statements of the current period and include the most significant assessed risks of material misstatement (whether or not due to
fraud) that we identified. These matters included those which had the greatest effect on the overall audit strategy, the allocation of
resources in the audit and directing the efforts of the engagement team.

These matters were addressed in the context of our audit of the financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.
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INndependent Auditor's Report
to the Members Of EnQuest PLC continued

5.1. Valuation of oil and gas related assets and liabilities @

Key audit matter
description

We identified a key audit matter in relation to the valuation of oil and gas related assets and liabilities. More
specifically we identified this around the forecast significant assumptions and estimates, such as commaodity
prices and discount rate, that impact the forecast future cash flows used for valuation purposes. These
impact the following as part of this key audit matter:

« Impairment charge and reversal on oil and gas assets;

+ Potential impairment of goodwill;

+ Valuation of Magnus contingent consideration;

+ Impairment of the parent company investment; and

+ Valuation of the deferred tax asset.

Management performed an impairment assessment for oil and gas assets and goodwill carrying value,
by reference to IAS36. As at 31 December 202], the net book value of oil and gas assets was $2,347 million
(2020: $2,124 million) and management have recorded a pre-tax impairment reversal of $40 million
(2020: $422 million impairment charge) against oil and gas assets, including related right of use assets,
as disclosed in note 10.

As at 31 December 202], the net book value of goodwill was $134 million (2020: $134 million). No goodwill
impairment charge has been recorded, as disclosed in note 1.

The valuation of Magnus contingent consideration was $366 million (2020: $522 million) as at 31 December
2021, based on the fair value of the future cash flows for the Magnus asset, as disclosed in note 22. The
acquisition of Magnus resulted in the recognition of contingent consideration for both the initial 25%
acquisition in 2017 and the subsequent 75% acquisition in 2018.

Management also performed an assessment of the parent company investment carrying value by reference
to IAS 36 Impairment of Assets and IFRS 9 Financial Instruments. As at 31 December 202, the net book value of
investments in the parent company was $397 million (2020: $71 million) and management have recorded an
impairment reversal of $319 million (2020: $1,072 million impairment charge), as disclosed in note 3 to the
parent company financial statements.

As at 31 December 2021, a deferred tax asset of $703m (2020: $660m) was recognised, based on the expected
utilisation of historical tax losses, underpinned by the future profitability. Management identified an
inconsistency in the prior year in the calculation of the deferred tax asset associated with the Magnus
contingent consideration and the relevant estimated future cash flows used in the calculation of future
taxable profits. As a result, the prior year deferred tax asset was restated. Further details are as disclosed

in note 2.

The oil and gas assets are required to be reviewed for indicators of impairment, and then tested for
impairment where indicators are identified. Goodwill is required to be tested for impairment at least annually.

Oil and gas assets and goodwill are subject to significant estimation uncertainty, as set out below and further
disclosed in note 2. Consequently, they represent a high risk of impairment charge or reversal. There is a risk
that these oil and gas assets and goodwill are not recoverable, or the reversal of previous impairments of oil
and gas assets is required. The impairment reversal recorded in the year on oil and gas assets was primarily
because of a change in the future commodity price assumptions. There was no impairment recognised on
goodwill as the recoverable amount of estimated North Sea future cash flows was higher than its book value,
including the carrying value of goodwill.

The impairment assessment involves management judgement in considering whether the carrying value of
those assets or cash generating units are recoverable. The key assumptions and judgements underpinning
the impairment assessments include:

- forecast future coommodity prices, including the potential impact of climate change on those prices;

- forecast future production; and

+ determining appropriate discount rates.

The group’s accounting policies are detailed in notes 2,10 and 11, these notes also include details of the
sensitivity to changes in assumptions.

Consistent assumptions are used in the impairment assessments, the valuation of the Magnus contingent
consideration and the deferred tax assets.

The group’s Audit Committee has included this key audit matter in their Audit Committee Report for the year
ended 31 December 2021 on pages 72 and 73.




How the scope of
our audit

responded to the
key audit matter

Procedures on the overall impairment review, Magnus contingent consideration valuation and valuation of
the group’s deferred tax asset

we have understood management’s process for identifying indicators of impairment and for performing
their impairment assessment and related valuations;

we obtained an understanding of the relevant controls and then evaluated the associated design and
implementation of such controls relating to the impairment assumptions, the Magnus contingent
consideration modelling, deferred tax asset modelling and reviews;

we evaluated and challenged the key assumptions and inputs into the impairment and valuation models,

which included performing sensitivity analysis, to evaluate the impact of selecting alternative assumptions.

we evaluated the reasonableness and supportability of current year changes to the key assumptions;
we worked with our modelling specialists to evaluate the arithmetical accuracy of the impairment and
valuation models. We recalculated the impairment charges and headroom, as well as valuation changes,
and agreed these to financial records;

we challenged management's cash generating unit determination and considered whether there was
any contradictory evidence present;

we evaluated the impairment and valuation judgements taken, with reference to our assessment of the
key assumptions as outlined above and the outcome of the sensitivities performed; and

we evaluated and challenged management’s disclosures including in relation to the sensitivity on oil and
gas assets and goodwill, Magnus contingent consideration and deferred tax assets for oil and gas price
assumptions to reduced demand scenarios, whether due to climate change or other reasons.

Procedures relating to oil and gas prices

we independently developed a reasonable range of forecasts based on external data, against which

we compared the group’s future oil and gas price assumptions in order to challenge whether they

are reasonable;

in developing this range we obtained a variety of reputable third party forecasts, peer information and
market data;

we performed sensitivity analysis on the pricing assumptions to determine the impact on the impairment
conclusion and amount and the related changes to valuations of reasonably possible changes in the
assumption; and

in challenging management’s price assumptions, we considered the extent to which they and each of the
forecast pricing scenarios obtained from third parties reflect the impact of lower oil and gas demand due
to climate change.

Procedures relating to forecast future cash flows and reserves estimates

we assessed whether forecast cash flows were consistent with Board approved forecasts, and analysed
reasonably possible downside sensitivities;

we evaluated production profiles by reference to external reserve estimates and agreed these to the cash
flow forecast assumptions with involvement from our petroleum engineering experts;

we compared hydrocarbon production forecasts used in impairment tests to estimates and reports and
our understanding of the life of fields;

we agreed estimates of oil and gas reserves to third party reserve reports, assessing the competence,
objectivity and capability of those third-party experts, using our own internal specialists; and

we challenged and evaluated the adequacy of the operating and capital cost assumptions within

the model.
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INndependent Auditor's Report
to the Members Of EnQuest PLC continued

5.1. Valuation of oil and gas related assets and liabilities @ continued

How the scope of
our audit
responded to the
key audit matter
continued

Procedures relating to the discount rate

we independently evaluated the group’s discount rates used in impairment tests, valuations and cash flow
analysis with input from our valuation specialists; and

we assessed whether country risks and tax adjustments were appropriately reflected in the group’s
discount rates.

Procedures relating to the impairment of parent company investments

we evaluated the methodology applied in reviewing the investments for impairment and assessing the
recoverability of intercompany balances, with reference to the requirements of IAS 36 Impairment of
Assets’ and IFRS 9 ‘Financial Instruments’ respectively;

we challenged the key assumptions within management’s cash flow forecasts as described in this key
audit matter;

we tested the mechanical accuracy of the model; and

we evaluated the adequacy of the parent company’s disclosures regarding the investment impairment
and intercompany recoverability in notes 3 and 4 of the Financial Statements.

Procedures relating to the carrying value of the deferred tax asset

we evaluated the methodology applied in calculating the group’s deferred tax assets and liabilities;

we agreed the deferred tax balances relating to assets and liabilities recognised on the group’s balance
sheet to those assets and liabilities, applying the relevant tax rates;

we agreed the inputs used in the group’s calculations of tax losses to be recognised to the group’s cash
flow forecasts used for the purposes of impairment testing, as discussed further within this key audit
matter; and

we assessed the appropriateness of the carrying value of the closing deferred tax asset.

Key observations

The group’s future commodity price assumptions are within our acceptable range from external sources
for the period to 2024. The commmodity price assumptions from 2025 onwards are lower than our
acceptable range, but this does not result in a material change in the impairment charge when
considering the range of pricing assumptions for the life of each CGU;

The group's discount rate is within the acceptable range calculated by our internal valuation specialists;
From the work performed, we are satisfied that the impairment reversal recorded and the carrying value of
the investments in subsidiaries are appropriate;

The carrying value of the Magnus contingent consideration is reasonable. The significant assumptions and
cash flows are consistent with the impairment model;

The deferred tax asset recognition is appropriate and the carrying value is appropriate;

We are satisfied that the prior year deferred tax restatement appropriately corrects the 2020 position; and
Based on the procedures performed we are satisfied that the group’s impairment and reversals are
appropriately estimated in accordance with the requirements of I1AS 36 Impairment of Assets’, and the
carrying value of the Magnus contingent consideration and deferred tax assets are appropriate.

5.2. Valuation of decommissioning liability @

Key audit matter
description

The decommissioning provision at 31 December 2021 was $880 million (2020: $831 million). The provision
represents the present value of decommissioning costs which are expected to be incurred up to 2048,
assuming no further development on the group’s assets. Further details on the key sources of estimation
uncertainty underpinning the valuation of decommissioning provisions can be found in note 2. Details on the
sensitivity to changes in key assumptions such as discount rates are disclosed in note 23.

Decommissioning liabilities are inherently judgemental areas, in particular in relation to cost estimates. The
key assumptions and judgements underpinning the provision include:

cessation of production dates;

post cessation-of-production operating cost estimates;
rates and norms assumptions;

discount rate; and

inflation rate.

The two key management estimates that have an increased likelihood of resulting in a material
misstatement within the estimation are:

internal well cost estimates (rig services; vessels; onshore time-writing costs) included in the
decommissioning model; and
internal cost reduction factors applied to the gross decommissioning cost estimates.

The Group's Audit Committee has included this key audit matter in their Audit Committee Report for the year
ended 31 December 2021 on page 73.




How the scope of
our audit

responded to the
key audit matter

Procedures relating to internal control

+ we assessed management’s decommissioning processes, and the oversight and governance of those
processes in relation to decommissioning; and

+ we obtained an understanding of the relevant controls and then evaluated the associated design and
implementation of such controls relating to the decommissioning provision.

General procedures relating to the decommissioning model

+ we held meetings with the group’s internal experts responsible for determining the 2021 decommissioning
estimates to understand the key changes in underlying assumptions and methodology applied;

+ we assessed the technical competence, objectivity and capability of internal and external experts;

+ we assessed decommissioning calculations for clerical accuracy and compliance with IAS 37 ‘Provisions,
Contingent Liabilities and Contingent Assets’;

+ we challenged the group’s key assumptions, outlined above, for reasonableness and consistency with the
external market expectations (see below for procedures on internal well cost estimates and internal cost
reduction factors);

« tested the mechanical accuracy of the cost estimate;

+ we tested for actual decommissioning costs incurred during the period and recognised against the
provision; and

+ we evaluated management’s disclosures including in the sensitivity of decommissioning assumptions.

Procedures on internal well cost estimates

« we challenged the group’s rate assumptions within the cost estimate and benchmarked to peer and
market rates; and

+ we assessed the duration assumptions for plug and abandonment of wells, by comparison to available
benchmarking data and contradictory evidence available from active decommissioning projects or
operator estimates.

Procedures on internal cost reduction factors

+ we challenged the group's cost reduction factors applied to the decommissioning model through
obtaining supporting evidence for the factors applied; and

« benchmarking and considering contradictory evidence from peers.

Key observations

+ We have not identified any material errors in the decommissioning estimates and concluded that the
inputs and key assumptions used to estimate the future costs were reasonable;

+ We are satisfied that the group’s decommissioning provision is appropriately estimated in accordance
with the requirements of IAS 37 ‘Provisions, Contingent Liabilities and Contingent Assets’; and

« We are satisfied the disclosures in the financial statements are appropriate.

6. Our application of materiality

6.1. Materiality

We define materiality as the magnitude of misstatement in the financial statements that makes it probable that the economic
decisions of a reasonably knowledgeable person would be changed or influenced. We use materiality both in planning the scope
of our audit work and in evaluating the results of our work.

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows:

Group financial statements Parent company financial statements
Materiality $20 million (2020: $16.5 million) $10.3 million (2020: $1.1 million)
Basis for We determined group materiality on the basis of 3%  We determined the parent company materiality
determining of adjusted EBITDA (earnings before interest, tax, based on 3% of net assets (2020: 3% of net assets).
materiality depreciation, amortisation, remeasurements and

exceptional items) (2020: 3% of adjusted EBITDA).

Management has presented a reconciliation of
$743 million adjusted EBITDA to profit from continuing
activities in the glossary to the financial statements

on page 170.
Rationale for the Adjusted EBITDA was considered to be the most The parent company acts principally as a holding
benchmark applied relevant benchmark as it is of most interest to company and therefore net assets is a key measure
stakeholders and is a key performance measure for this business.

used by investors.
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INndependent Auditor's Report
to the Members Of EnQuest PLC continued

6. Our application of materiality continued
6.1. Materiality continued

— Group materiality $20 million

— Component materiality range $8.5 million to $15 million
— Audit Committee reporting threshold $1 million

@ Adjusted EBITDA $743 million
Group materiality

6.2. Performance materiality
We set performance materiality at a level lower than materiality to reduce the probability that, in aggregate, uncorrected and
undetected misstatements exceed the materiality for the financial statements as a whole.

Group financial statements Parent company financial statements
Performance 60% (2020: 60%) of group mMateriality 60% (2020: 60%) of parent company materiality
materiality
Basis and rationale In determining performance materiality, we considered factors including the size and nature and volume of
for determining uncorrected and corrected misstatements identified in the previous audit, the quality of the control
performance environment, the stability of the finance team following restructuring in 2020, macro-economic factors such
materiality as commodity price volatility and geo-political instability, and management’s willingness to correct errors

identified in the prior year and current year.

6.3. Error reporting threshold

We agreed with the Audit Committee that we would report to the Committee all audit differences in excess of $Im (2020: $0.8m), as
well as differences below that threshold that, in our view, warranted reporting on qualitative grounds. We also report to the Audit
Committee on disclosure matters that we identified when assessing the overall presentation of the financial statements.

7. An overview of the scope of our audit

7.1. Identification and scoping of components

Our audit was scoped by obtaining an understanding of the group and its environment, including group-wide controls, and
assessing the risks of material misstatement at the group level. In the current year we performed full scope audit procedures on the
North Sea and Malaysia components. Audit procedures were performed by the group audit team or the North Sea component and
by the Malaysia component team for the Malaysia component.

The materiality applied by the Malaysia component for the 2021 year-end was $8.5 million (2020: $7.5m). The materiality applied by
the UK component for the 2021 year-end was $15 million (2020: $12.5m).

In the current year the North Sea and Malaysia components, where we performed full scope audit procedures, accounted for 100%
of the group’s revenue, 100% of the group’s adjusted EBITDA and 100% of the group’s net assets, consistent with the prior year. The
Malaysia component contributed 7% of the group's revenue, 7% of the group’s adjusted EBITDA and 6% of the group’s total assets
(2020: 7% of the group’s revenue, 4% of the group’s adjusted EBITDA and 6% of the group’s total assets).

7.2. Our consideration of the control environment

We obtained an understanding of the relevant controls in relation to key business processes as well as IT systems that were relevant
to the audit, being the financial reporting system. We worked with our IT specialists to test the operating effectiveness of the

general environment.

We have not relied on the operation of controls in the current year.



7.3. Our consideration of climate-related risks

We performed enquiries of management to understand the impact of climate-related risks and controls relevant to the group. We
performed a review of the climate change risk assessment and related documentation prepared by management and considered
the completeness and accuracy of the climate-related risks identified and summarised in the Task Force on Climate-related
Financial Disclosures report on page 55.

Management identified key judgements and estimates with elevated climate-related risk, relating to impairment of oil and gas
assets, valuation of contingent consideration, valuation of the decommissioning provision, valuation of deferred tax assets, and
estimation of oil and gas reserves.

We considered whether the risks identified by management within their climate change risk assessment and related
documentation were complete and challenged assumptions impacting the financial statements. The key piece of climate-related
regulation enacted to date and impacting the group related to carbon costs and emission allowances. The key market-related
matter which could have a material impact on the valuation of the items noted above is in respect of future demand for, and
pricing of, oil and gas as the energy mix evolves in response to climate change risk and other matters.

We also performed a review of the disclosures within the Annual Report, with the involvement of our Environmental, Social and
Governance specialists, and considered whether these were materially consistent with the financial disclosures, complete and
consistent with our understanding of the climate-related risks, assumptions and judgements during the year. Both of our key audit
matters are considered to contain climate-related risks, being the key market-related matter which could have a material impact
on the valuation of oil and gas related assets and liabilities and valuation of the decommissioning provision. The procedures
performed for these key audit matters are discussed in detail in the key audit matters section above.

7.4. Working with other auditors

The North Sea component was audited by the group audit team and we oversaw the Malaysia component audit through regular
meetings and direct supervision. We organised planning and working meetings virtually, led by the audit partner or other senior
members of the engagement team. Throughout the year, the group audit team has been directly involved in overseeing the
component audit planning and execution, through frequent conversations, team meetings, debate, challenge and review of
reporting and underlying work papers. In addition to our direct interactions, we sent detailed instructions to the component audit
team and attended audit closing meetings. We are satisfied that the level of involvement of the lead audit partner and teamin the
component audit has been extensive and has enabled us to conclude that sufficient appropriate audit evidence has been
obtained in support of our opinion on the group financial statements as a whole.

8. 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
our report, we do not express any form of assurance conclusion thereon.

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 this other information, we are required to report that fact.

We have nothing to report in this regard.

9. Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, 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 group’s and the parent 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 group or the parent company or to cease operations, or have no
realistic alternative but to do so.
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INndependent Auditor's Report
to the Members Of EnQuest PLC continued

10. 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 d
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.

A further description of our responsibilities for the audit of the financial statements is located on the FRC's website at:
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

11. Extent to which 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 material misstatements in respect of irregularities, including fraud. The extent to which our
procedures are capable of detecting irregularities, including fraud is detailed below.

11.1. Identifying and assessing potential risks related to irregularities
Inidentifying and assessing risks of material misstatement in respect of irregularities, including fraud and non-compliance with
laws and regulations, we considered the following:
- the nature of the industry and sector, control environment and business performance including the design of the Group’s
remuneration policies, key drivers for directors’ remuneration, bonus levels and performance targets;
« results of our enquiries of management, internal audit and the Audit Committee about their own identification and assessment of
the risks of irregularities;
+ any matters we identified having obtained and reviewed the group’s documentation of their policies and procedures relating to:
- identifying, evaluating and complying with laws and regulations and whether they were aware of any instances of non-
compliance;
— detecting and responding to the risks of fraud and whether they have knowledge of any actual, suspected or alleged
fraud; and
— the internal controls established to mitigate risks of fraud or non-compliance with laws and regulations.
+ the matters discussed among the audit engagement team including significant component audit team and relevant internal
specialists, including tax, valuations, IT, modelling, and oil and gas reserves specialists regarding how and where fraud might
occur in the financial statements and any potential indicators of fraud.

As aresult of these procedures, we considered the opportunities and incentives that may exist within the organisation for fraud and
identified the greatest potential for fraud in the following areas:

+ valuation of oil and gas related assets and liabilities;

+ valuation of decommissioning provision; and

- crude oil revenue recognition — cut off.

In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to the risk of
management override.

We also obtained an understanding of the legal and regulatory framework that the group operates in, focusing on provisions of
those laws and regulations that had a direct effect on the determination of material amounts and disclosures in the financial
statements. The key laws and regulations we considered in this context included the UK Companies Act 2006, the UK Corporate
Governance Code and the Listing Rules of the UK Listing Authority and the relevant tax compliance regulations in the jurisdictions in
which the group operates.

In addition, we considered provisions of other laws and regulations that do not have a direct effect on the financial statements but
compliance with which may be fundamental to the group’s ability to operate or to avoid a material penalty. These included Market
Abuse Regulation, environmental laws and regulations in the countries in which the group operates.


http://www.frc.org.uk/auditorsresponsibilities

11.2. Audit response to risks identified

As a result of performing the above, we identified the valuation of oil and gas related assets and liabilities and the valuation of
the decommissioning provision as key audit matters related to the potential risk of fraud. The key audit matters section of our
report explains the matters in more detail and also describes the specific procedures we performed in response to those key
audit matters.

In addition to the above, our procedures to respond to risks identified included the following:

- reviewing the financial statement disclosures and testing to supporting documentation to assess compliance with provisions of
relevant laws and regulations described as having a direct effect on the financial statements;

+ enquiring of management, the Audit Committee and in-house and external legal counsel concerning actual and potential
litigation and claims;

+ performing analytical procedures to identify any unusual or unexpected relationships that may indicate risks of material
misstatement due to fraud;

- reading minutes of meetings of those charged with governance, reviewing internal audit reports and reviewing correspondence
with relevant authorities where matters identified were significant;

- for revenue recognition associated with the cut-off of crude oil sales, we tested a sample of invoices from a population of
December 2021 and January 2022 sales invoices; and

+ inaddressing the risk of fraud through management override of controls, testing the appropriateness of journal entries and other
adjustments, assessing whether the judgements made in making accounting estimates are indicative of a potential bias, and
evaluating the business rationale of any significant transactions that are unusual or outside the normal course of business.

We also communicated relevant identified laws and regulations and potential fraud risks to all engagement team members
including internal specialists and significant component audit teams, and remained alert to any indications of fraud or non-
compliance with laws and regulations throughout the audit.
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INndependent Auditor's Report
to the Members Of EnQuest PLC continued

Report on other legal and regulatory requirements

12. Opinions on other matters prescribed by the Companies Act 2006

In our opinion the part of the Directors’ Remuneration Report to be audited has been properly prepared in accordance with 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 the Directors’ Report have been prepared in accordance with applicable legal requirements.

In the light of the knowledge and understanding of the group and the parent company and their environment obtained in the
course of the audit, we have not identified any material misstatements in the Strategic Report or the Directors’ Report.

13. Corporate Governance Statement

The Listing Rules require us to review the directors’ statement in relation to going concern, longer-term viability and that part of the
Corporate Governance Statement relating to the group’s compliance with the provisions of the UK Corporate Governance Code
specified for our review.

Based on the work undertaken as part of our audit, we have concluded that each of the following elements of the Corporate

Governance Statement is materially consistent with the financial statements and our knowledge obtained during the audit:

« the directors’ statement with regards to the appropriateness of adopting the going concern basis of accounting and any
material uncertainties identified set out on page 30 and 37;

- the directors’ explanation as to its assessment of the group’s prospects, the period this assessment covers and why the period
is appropriate set out on page 30 and 3;

« the directors’ statement on fair, balanced and understandable set out on page 70 and 71;

« the board's confirmation that it has carried out a robust assessment of the emerging and principal risks set out on pages 42
to 53;

« the section of the annual report that describes the review of effectiveness of risk management and internal control systems
set out on page 74; and

+ the section describing the work of the audit committee set out on page 70 to 73.

14. Matters on which we are required to report by exception

14.1. Adequacy of explanations received and accounting records

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

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

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

« the parent company financial statements are not in agreement with the accounting records and returns.

We have nothing to report in respect of these matters.

14.2. Directors’ remuneration

Under the Companies Act 2006 we are also required to report if in our opinion certain disclosures of directors’ remuneration have
not been made or the part of the Directors’ Remuneration Report to be audited is not in agreement with the accounting records
and returns.

We have nothing to report in respect of these matters.



15. Other matters which we are required to address

15.1. Auditor tenure

Following the recommendation of the audit committee, we were appointed by shareholders on 21 May 2020 to audit the financiall
statements for the year ending 31 December 2020 and subsequent financial periods. The period of total uninterrupted engagement
including previous renewals and reappointments of the firm is two years, covering the years ended 31 December 2020 and

31 December 2021.

15.2. Consistency of the audit report with the additional report to the audit committee
Our audit opinion is consistent with the additional report to the Audit Committee we are required to provide in accordance with
ISAs (UK).

16. 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.

As required by the Financial Conduct Authority (FCA) Disclosure Guidance and Transparency Rule (DTR) 4.114R, these financial
statements form part of the European Single Electronic Format (ESEF) prepared Annual Financial Report filed on the National Storage
Mechanism of the UK FCA in accordance with the ESEF Regulatory Technical Standard (ESEF RTS)). This auditor’s report provides no
assurance over whether the annual financial report has been prepared using the single electronic format specified in the ESEF RTS.

James Leigh FCA (Senior statutory auditor)
For and on behalf of Deloitte LLP

Statutory Auditor

London, United Kingdom

23 March 2022
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Group Income Statement
For the year ended 31 Decemiber 2021

2021 2020 restated®

Remeasurements Remeasurements

Business  andexceptional  Reportedin Business and exceptional Reportedin
performance items (note 4) year performance items (note 4) year
Notes $'000 $'000 $'000 $'000 $'000 $'000
Revenue and other operating income 5(a) 1,320,265 (54,451) 1,265,814 855,074 8778 863,852
Cost of sales 5(b) (900,433) (7,201) (907,634) (785,455) (13,626)  (799,081)
Gross profit/(loss) 419,832 (61,652) 358,180 69,619 (4,848) 64,771
Net impairment reversal/(charge)
to oil and gas assets 4 - 39,715 39,715 - (422,495)  (422,495)
General and administration expenses 5(c) (363) - (363) (6,105) - (6,105)
Other income 5(d) 30,990 162,647 193,637 18,100 138,249 156,349
Other expenses 5(e) (7,278) (3,832) (mmuo) (101,633) (956)  (102,589)
Profit/(loss) from operations before
tax and finance income/(costs) 443,181 136,878 580,059 (20,019) (290,050)  (310,069)
Finance costs 6  (169,451) (58,395) (227,846) (179,818) (77259)  (257,077)
Finance income 6 228 - 228 1171 - 1171
Profit/(loss) before tax 273,958 78,483 352,441 (198,666) (367,309) (565,975)
Income tax 7  (53,674) 78,221 24,547 172,479 (76,449) 96,030
Profit/(loss) for the year attributable
to owners of the parent 220,284 156,704 376,988 (26,187) (443,758)  (469,945)
Total comprehensive profit/(loss)
for the year, attributable to owners
of the parent 376,988 (469,945)

(i) The comparative information has been restated as a result of change in accounting policy and prior period error. For more information, see note 2 Basis of
preparation - Restatements

There is no comprehensive income attributable to the shareholders of the Group other than the profit for the period. Revenue and
operating (loss)/profit are all derived from continuing operations.

Earnings per share 8 $ $ $ $
Basic 0.127 0.217 (0.016) (0.290)
Diluted 0.125 0.214 (0.016) (0.290)

The attached notes 1to 29 form part of these Group financial statements.



Group Balance Sheet
At 31 December 2021

2021

2020
restated?®

Notes $'000 $'000
ASSETS
Non-current assets
Property, plant and equipment 10 2,821,998 2,633,917
Goodwill 1 134,400 134,400
Intangible assets 12 47,667 27546
Deferred tax assets 7(c) 702,970 659,803
Other financial assets 19 6 7
3,707,041 3,455,673
Current assets
Inventories 13 73,023 59,784
Trade and other receivables 16 296,068 118,715
Current tax receivable 2,368 5,601
Cash and cash equivalents 14 286,661 222,830
Other financial assets 19 472 -
658,592 406,930
TOTAL ASSETS 4,365,633 3,862,603
EQUITY AND LIABILITIES
Equity
Share capital and premium 20 392,196 345,420
Share-based payment reserve 6,791 1,016
Retained earnings 20 121,769  (255,219)
TOTALEQUITY 520,756 91,217
Non-current liabilities
Borrowings 18 191,109 37,854
Bonds 18 1,081,596 1,045,041
Leases liabilities 24 442,500 548,407
Contingent consideration 22 380,301 448,384
Provisions 23 754,266 741,453
Deferred tax liabilities 7(c) 3,418 6,385
2,853,190 2,827524
Current liabilities
Borrowings 18 210,505 414,430
Leases liabilities 24 128,281 99,439
Contingent consideration 22 30,477 73,877
Provisions 23 140,676 98,954
Trade and other payables 17 420,544 255,155
Other financial liabilities 19 55,247 2,007
Current tax payable 5,957 -
991,687 943,862
TOTAL LIABILITIES 3,844,877 3,771,386
TOTAL EQUITY AND LIABILITIES 4,365,633 3,862,603

(i) The comparative information has been restated as a result of change in accounting policy and prior period error. For more information, see note 2 Basis of

preparation — Restatements

The attached notes 1to 29 form part of these Group financial statements.

The financial statements were approved by the Board of Directors and authorised for issue on 23 March 2022 and signed on its

behalf by:

Jonathan Swinney
Chief Financial Officer
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Group Statement of Changes in Equity
For the year ended 31 Decemiber 2021

Share capital Share-based
and share Merger payments Retained

premium reserve® reserve earnings Total

$'000 $'000 $'000 $'000 $'000

Balance at 1January 2020 345,420 662,855 (1,085) (448129) 559,061
profit/(loss) for the year (restated)® - - - (469,945) (469,945)
Total comprehensive loss for the year (restated)® - - - (469,945) (469,945)

Share-based payment (see note 21) - - 3,401 - 3,401
Shares purchased on behalf of Employee Benefit Trust - - (1,300) - (1,300)

Write down of oil and gas assets - (662,855) - 662855 -

Balance at 31 December 2020 (restated)® 345,420 - 1,016  (255,219) 91,217

Profit/(loss) for the year - - - 376,988 376,988

Total comprehensive profit for the year - - - 376,988 376,988

Issue of share capital, net of expenses 46,200 - - - 46,200

Share-based payment (see note 21) - - 6,351 - 6,351

Shares purchased on behalf of Employee Benefit Trust 576 - (576) - -

Balance at 31 December 2021 392,196 - 6,791 121,769 520,756

(i) 1n2020, the merger reserve was released to retained earnings as the assets which gave rise to its original recognition were fully written down
(i) The comparative information has been restated as a result of change in accounting policy and prior period error. For more information, see note 2 Basis of
preparation — Restatements

The attached notes 1to 29 form part of these Group financial statements.



Group Statement of Cash Flows
For the year ended 31 Decemiber 2021

2021

2020
restated®

Notes $'000 $'000
CASH FLOW FROM OPERATING ACTIVITIES
Cash generated from operations 29 756,928 567165
Cash received from insurance 674 -
Cash received/(paid) on sale/(purchase) of financial instruments (277) 6,226
Decommissioning spend (65,791)  (41,605)
Income taxes paid (17,396)  (10,366)
Net cash flows from/(used in) operating activities 674,138 521,420
INVESTING ACTIVITIES
Purchase of property, plant and equipment (43,712)  (131,376)
Purchase of intangible oil and gas assets (8127) -
Purchase of other intangible assets 12 (10,052) -
Net cash received on termination of Tanjong Baram risk service contract - 51,054
Repayment of Magnus contingent consideration — profit share 22 (968) (a,07)
Acquisitions (258,627) -
Interest received 256 796
Net cash flows (used in)/from investing activities (321,230) (120,597)
FINANCING ACTIVITIES
Net proceeds of share issue 47,782 -
Proceeds of loans and borrowings 125,000 -
Repayment of loans and borrowings (184,276) (210,671
Repayment of Magnus contingent consideration — vendor loan 22 (73,728) (20,702)
Shares purchased by Employee Benefit Trust (576) (1153)
Repayment of obligations under financing leases 24 (136,651) (123,001
Interest paid (63,025) (42,961
Other finance costs paid - (2,526)
Net cash flows from/(used in) financing activities (285,474)  (401,014)
NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS 67,434 (191)
Net foreign exchange on cash and cash equivalents (3,603) 2,566
Cash and cash equivalents at 1 January 222,830 220,455
CASH AND CASH EQUIVALENTS AT 31 DECEMBER 286,661 222,830
Reconciliation of cash and cash equivalents
Total cash at bank and in hand 14 276,970 221,155
Restricted cash 14 9,691 1,675
Cash and cash equivalents per balance sheet 286,661 222,830

(i) The comparative information has been restated as a result of change in accounting policy and prior period error. For more information, see note 2 Basis of

preparation — Restatements

The attached notes 1to 29 form part of these Group financial statements.
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Notes to the Group Financial Statements
For the year ended 31 Decemiber 2021

1. Corporate information

EnQuest PLC (EnQuest’ or the ‘Company’) is a public company limited by shares incorporated in the United Kingdom under the
Companies Act and is registered in England and Wales and listed on the London Stock Exchange and on the Stockholm NASDAQ
OMKX. The address of the Company's registered office is shown on page 174.

The principal activities of the Company and its subsidiaries (together the ‘Group’) are to responsibly optimise production,
leverage existing infrastructure, deliver a strong decommissioning performance and explore new energy and further
decarbonisation opportunities.

The Group’'s financial statements for the year ended 31 December 2021 were authorised for issue in accordance with a resolution of
the Board of Directors on 23 March 2022.

Alisting of the Group’s companies is contained in note 28 to these Group financial statements.

2. Basis of preparation

The consolidated financial statements have been prepared in accordance with UK-adopted International Accounting

Standards and International Financial Reporting Standards as issued by the IASB and in conformity with the requirements of the
Companies Act 2006. The accounting policies which follow set out those policies which apply in preparing the financial statements
for the year ended 31 December 2021.

The Group financial information has been prepared on an historical cost basis, except for the fair value remeasurement of certain
financial instruments, including derivatives and contingent consideration, as set out in the accounting policies. The presentation
currency of the Group financial information is US Dollars (‘$7) and all values in the Group financial information are rounded to the
nearest thousand ($'000) except where otherwise stated.

The Group's results on an IFRS basis are shown on the Group Income Statement as ‘Reported in the year’, being the sum of its
Business performance results and its Remeasurements and exceptional items as permitted by IAS 1 (Revised) Presentation of
Financial Statements. Remeasurements and exceptional items are items that management considers not to be part of underlying
business performance and are disclosed separately in order to enable shareholders to understand better and evaluate the Group's
reported financial performance. For further information see note 4.

Restatements

Presentation of rental income

EnQuest receives rental income for sub-leasing space in its corporate offices. The Group previously presented the rental income
associated with office sub-leases within revenue and other operating income in the income statement. The Group has determined
that the revenue derived from this income is not related to the principal activities of the Group and should be presented within other
income in the income statement. Comparative information has been restated, resulting in a $1.8 million reduction in revenue and
other operating income and a $1.8 million increase in other income. There is no impact on comparative information for profit/(loss)
from operations before tax and finance income/(costs) or earnings per share.

Presentation of Group Statement of Cash Flows

Following a review of the Group’s primary statements, the Group has updated the presentation of the Group Statement of Cash
Flows to reconcile to cash and cash equivalents per the balance sheet. In previous years, the Group Statement of Cash Flows was
reconciled to cash and cash equivalents excluding restricted cash. Following this change, the presentation of the Group Statement
of Cash Flows in 2020 has been restated, which has resulted in a $0.7 million reduction in cash flows from operating activities.

Deferred tax asset restatement

Subsequent to the publication of the Group’s 2020 consolidated financial statements and as part of the preparation of its interim
report, the Group determined there was an inconsistency in the calculation of the deferred tax asset recognised on the balance
sheet associated with Magnus contingent consideration and the relevant estimated future cash flows used in the calculation of
future taxable profits to support the recognition of this deferred tax asset and the deferred tax asset associated with other available
tax losses. This inconsistency resulted in excess deferred tax being derecognised within Remeasurements and exceptional items of
$155.9 million with respect to the year ended 31 December 2020. There are no changes to the underlying amounts recognised in
relation to contingent consideration or to amounts recognised in respect of deferred tax in earlier periods. The tables below reflect
the corrections to the comparative periods which are disclosed in these Group financial statements.



Group Income Statement®

2020

Restatement

(as previously reported) adjustment 2020 restated
Remeasurements Remeasurements
Business and exceptional Reportedin Business  andexceptional  Reportedin
performance items (note 4) period performance items (note 4) year
$'000 $'000 $'000 $'000 $'000 $'000 $'000
Profit/(loss) before tax (198,666) (367,309) (565,975) (198,666) (367,309) (565,975)
Income tax 172,479 (232,306) (59,827) 155857 172,479 (76,449) 96,030
Profit/(loss) for the year attributable
to owners of the parent (26,87) (599,615) (625,802) 155,857 (26,187) (443,758) (469,945)
Total comprehensive profit/(loss) for
the period, attributable to owners of
the parent (625,802) 155,857 (469,945)
Earnings per share $ $ $ $
Basic (0.016) (0.378) 0.088 (0.016) (0.290)
Diluted (0.018) (0.378) 0.088 (0.016) (0.290)
(i) Only the impact of the material deferred tax asset restatement presented
Group Balance Sheet®
2020
(as previously  Restatement 2020
reported) adjustment restated
$'000 $'000 $'000
ASSETS
Non-current assets
Deferred tax assets 503,946 155,857 659,803
TOTAL ASSETS 3,706,746 155,857 3,862,603
EQUITY AND LIABILITIES
Equity
Retained earnings (4n,076) 155,857 (255,219)
TOTALEQUITY (64,640) 155,857 91,217
TOTAL EQUITY AND LIABILITIES 3,706,746 155,857 3,862,603

(i) Only the impact of the material deferred tax asset restatement presented

Going concern

The financial statements have been prepared on the going concern basis.

The Group closely monitors and manages its funding position and liquidity risk throughout the year, including monitoring forecast
covenant results, to ensure that it has access to sufficient funds to meet forecast cash requirements. Cash forecasts are regularly
produced and sensitivities considered for, but not limited to, changes in crude oil prices (adjusted for hedging undertaken by the

Group), production rates and costs. These forecasts and sensitivity analyses allow management to mitigate liquidity or covenant

compliance risks in a timely manner.

The health, safety and wellbeing of the Group’s employees is its top priority and it continues to monitor actively the impact on
operations from COVID-19. The Group remains compliant with UK, Malaysia and Dubai government and industry policy. The Group
has also been working with a variety of stakeholders, including industry and medical organisations, to ensure its operational
response and advice to its workforce is appropriate and commensurate with the prevailing expert advice and level of risk. The
Group is cognisant of the ongoing risks presented by the evolving situation. At the time of publication of EnQuest’s full-year results,

the Group’s day-to-day operations continue without being materially affected by COVID-19.

During 2021, the Group signed a new senior secured borrowing base debt facility (the ‘RBL) of $600.0 million and an additional

amount of $150.0 million for letters of credit for up to seven years, subject to refinancing the Group's existing high yield bonds. The RBL
is initially repaid based on an amortisation schedule and via a cash sweep mechanism, whereby any unrestricted cash in excess of
$75.0 million is swept to repay outstanding amounts at calendar quarter ends. Application of the amortisation schedule ensures the

RBL s fully repaid by June 2023.

Upon refinancing of the Group's High Yield Bond, the maturity of the RBL is extended to seven years from its signing date (11 June
2021), or the point at which the remaining economic reserves for all borrowing base assets are projected to fall below 25% of the

initial economic reserves forecast, if earlier.
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Notes to the Group Financial Statements continued
For the year ended 31 Decemiber 2021

2. Basis of preparation continued
At 31 December 2021, $415.0 million was drawn on the RBL, with early voluntary repayments of $85.0 million made in the first quarter
of 2022.

The Group continues to explore options to refinance its Retail and High Yield Bonds ahead of maturity in October 2023. For the
purposes of assessing going concern it is assumed that the refinancing of the bonds occurs outside of the going concern period.
However, in the scenario that the Group concluded a successful refinancing of the bonds within the next 12 months, then the going
concern basis at the date of release of this Annual Report would also be considered appropriate.

The Group’s latest approved business plan underpins management's base case (Base Case’) and is in line with the Group's
production guidance and uses oil price assumptions of $75.0/bbl for 2022 and $70.0/bbl for 2023, adjusted for hedging
activity undertaken.

The Base Case has been subjected to stress testing by considering the impact of the following plausible downside risks (the
‘Downside Case’):

- 10.0% discount to Base Case prices resulting in Downside Case prices of $67.5/bbl for 2022 and $63.0/bbl for 2023;
+ Production risking of ¢.5.0% for 2022 and 2023; and
« 2.5%increase in operating costs.

The Base Case and Downside Case indicate that the Group is able to operate as a going concern and remain covenant compliant
for12 months from the date of publication of its full-year results. The Directors have also performed reverse stress testing on the
Base Case, with the liquidity break-even price in the going concern period being less than $60.0/bbl in order to maintain a minimum
unrestricted cash balance of above $50.0 million across all periods (as required by the RBL).

Should circumstances arise that differ from the Group's projections, the Directors believe that a number of mitigating actions,
including asset sales or other funding options, can be executed successfully in the necessary timeframe to meet debt repayment
obligations as they become due and in order to maintain liquidity.

After making appropriate enquiries and assessing the progress against the forecast, projections and the status of the mitigating
actions referred to above, the Directors have a reasonable expectation that the Group will continue in operation and meet its
commitments as they fall due over the going concern period. Accordingly, the Directors continue to adopt the going concern basis
in preparing these financial statements.

New standards and interpretations

The following new standards became applicable for the current reporting period. No material impact was recognised
upon application:

« Interest Rate Benchmark Reform — Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16)

« COVID-19-Related Rent Concessions beyond 30 June 2021 (Amendment to IFRS 16)

Standards issued but not yet effective
At the date of authorisation of these financial statements, the Group has not applied the following new and revised IFRS Standards
that have been issued but are not yet effective:

IFRS 17 Insurance Contracts
IFRS 10 and IAS 28 (amendments) Sale or Contribution of Assets between an Investor and its Associate or Joint Venture
Amendments to IAS 1 Classification of Liabilities as Current or Non-current and Disclosure
of Accounting Policies
Amendments to IAS 8 Disclosure of Accounting Policies
Amendments to IFRS 3 Reference to the Conceptual Framework
Amendments to IAS 12 Deferred Tax related to Assets and Liabilities arising from a Single Transaction
Amendments to IAS 16 Property, Plant and Equipment — Proceeds before Intended Use
Amendments to IAS 37 Onerous Contracts — Cost of Fulfilling a Contract
Annual Improvements to IFRS Standards Amendments to IFRS 1 First-time Adoption of International Financial Reporting Standards,
2018-2020 Cycle IFRS 9 Financial Instruments, IFRS 16 Leases, and IAS 41 Agriculture

The Directors do not expect that the adoption of the Standards listed above will have a material impact on the financial statements
of the Group in future periods.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of EnQuest PLC and entities controlled by the Company
(its subsidiaries) made up to 31 December each year. Control is achieved when the Company:

» has power over the investee;

« is exposed, or has rights, to variable returns from its involvement with the investee; and

+ has the ability to use its power to affect its returns.



The Company reassesses whether or not it controls an investee if facts and circumstances indicate that there are changes to one
or more of the three elements of control listed above. Consolidation of a subsidiary begins when the Company obtains control over
the subsidiary and ceases when the Company loses control of the subsidiary. Specifically, the results of subsidiaries acquired or
disposed of during the year are included in profit or loss from the date the Company gains control until the date when the Company
ceases to control the subsidiary.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring the accounting policies used into line
with the Group’s accounting policies. All intra-Group assets and liabilities, equity, income, expenses and cash flows relating to
transactions between the members of the Group are eliminated on consolidation.

Joint arrangements

Oil and gas operations are usually conducted by the Group as co-licensees in unincorporated joint operations with other
companies. Joint control is the contractually agreed sharing of control of an arrangement, which exists only when decisions about
the relevant activities require the consent of the relevant parties sharing control. The joint operating agreement is the underlying
contractual framework to the joint arrangement, which is historically referred to as the joint venture (JV"). The Annual Report and
Accounts therefore refers to ‘joint ventures’ as standard terms used in the oil and gas industry, which is used interchangeably with
joint operations.

Most of the Group's activities are conducted through joint operations, whereby the parties that have joint control of the
arrangement have the rights to the assets, and obligations for the liabilities relating to the arrangement. The Group recognises its
share of assets, liabilities, income and expenses of the joint operation in the consolidated financial statements on a line-by-line
basis. During 2021, the Group did not have any material interests in joint ventures or in associates as defined in IAS 28.

Foreign currencies

ltems included in the financial statements of each of the Group’s entities are measured using the currency of the primary economic
environment in which the entity operates (‘functional currency’). The Group’'s financial statements are presented in US Dollars, the
currency which the Group has elected to use as its presentation currency.

In the financial statements of the Group and its individual subsidiaries, transactions in currencies other than a company’s functional
currency are recorded at the prevailing rate of exchange on the date of the transaction. At the year end, monetary assets and
liabilities denominated in foreign currencies are retranslated at the rates of exchange prevailing at the balance sheet date.
Non-monetary assets and liabilities that are measured at historical cost in a foreign currency are translated using the rate of
exchange at the dates of the initial transactions. Non-monetary assets and liabilities measured at fair value in a foreign currency
are translated using the rate of exchange at the date the fair value was determined. All foreign exchange gains and losses are taken
to profit and loss in the Group income statement.

Emissions liabilities

The Group operates in an energy intensive industry and is therefore required to partake in emission trading schemes (ETS’) (2021: UK
ETS, 2020: EU ETS). The Group recognises an emission liability in line with the production of emissions that give rise to the obligation. To
the extent the liability is covered by allowances held, the liability is recognised at the cost of these allowances held and if insufficient
allowances are held, the remaining uncovered portion is measured at the spot market price of allowances at the balance sheet
date. The expense is presented within ‘production costs’ under ‘cost of sales’ and the accrual is presented in ‘trade and other
payables’ Any allowance purchased to settle the Group's liability is recognised on the balance sheet as an intangible asset. Both
the emission allowances and the emission liability are derecognised upon settling the liability with the respective regulator.

Use of judgements, estimates and assumptions

The preparation of the Group’s consolidated financial statements requires management to make judgements, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the accompanying disclosures, at
the date of the consolidated financial statements. Estimates and assumptions are continuously evaluated and are based on
management’s 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 assets or liabilities affected in future periods.

The accounting judgements and estimates that have a significant impact on the results of the Group are set out below and should
be read in conjunction with the information provided in the Notes to the financial statements. Judgements and estimates, not all of
which are significant, made in assessing the impact of climate change and the transition to a lower-carbon economy on the
consolidated financial statements are also set out below. Where an estimate has a significant risk of resulting in a material
adjustment to the carrying amounts of assets and liabilities within the next financial year, this is specifically noted.
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Notes to the Group Financial Statements continued
For the year ended 31 Decemiber 2021

2. Basis of preparation continued

Climate change and energy transition

As covered in our principal risks on oil and gas prices on page 47, the Group recognises that the energy transition is likely to impact
the demand, and hence the future prices, of commodities such as oil and natural gas. This in turn may affect the recoverable
amount of property, plant and equipment, and goodwill in the oil and gas industry. The Group acknowledges that there are a range
of possible energy transition scenarios that may indicate different outcomes for oil prices. There are inherent limitations with
scenario analysis and it is difficult to predict which, if any, of the scenarios might eventuate.

The Group has assessed the potential impacts of climate change and the transition to a lower-carbon economy in preparing the
consolidated financial statements, including the Group's current assumptions relating to demand for oil and natural gas and their
impact on the Group’s long-term price assumptions. See Recoverability of asset carrying values: Oil prices.

While the pace of transition to a lower-carbon economy is uncertain, oil and natural gas demand is expected to remain a key

element of the energy mix for many years based on stated policies, commitments and announced pledges to reduce emissions.
Therefore, given the useful lives of the Group’s current portfolio of oil and gas assets, a material adverse change is not expected to
the carrying values of EnQuest’s assets and liabilities as a result of climate change and the transition to a lower-carbon economy.

Management will continue to review price assumptions as the energy transition progresses and this may result in impairment
charges or reversals in the future.

Critical accounting judgements and key sources of estimation uncertainty
The Group has considered its critical accounting judgements and key sources of estimation uncertainty, and these are set
out below.

Recoverability of asset carrying values

Judgements: The Group assesses each asset or cash-generating unit (CGU’) (excluding goodwill, which is assessed annually
regardless of indicators) in each reporting period to determine whether any indication of impairment exists. Assessment of
indicators of impairment or impairment reversal and the determination of the appropriate grouping of assets into a CGU or the
appropriate grouping of CGUs for impairment purposes require significant manageme