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Spirit Energy Treasury Limited

Strategic report

The Directors present their first strategic report for Spirit Energy Treasury Limited, formerly Magpie Treasury Co
Limited, (the ‘Company’) for the period from its incorporation on 10 August 2017 to 31 December 2018.

Principal activity

Spirit Energy Treasury Limited is domiciled in the United Kingdom. The principal activity of the Company in the
period from its incorporation on 10 August 2017 to 31 December 2018 was to provide financing activities to. Spirit
Energy Limited and its subsidiaries (the ‘Spirit Energy Group’ or the ‘Group’), which are engaged in the
exploration, development and production of oil and gas resources in Europe, and to act as an intermediate holding
company. Spirit Energy Limited is the immediate parent undertaking of the Company.

Re&view of business i

The Company had a profit after tax for the financial period of £32, 148,000, which largely relates to net interest
income after tax from the Company’s financing activities with fellow Spirit Energy Group undertakings. The
detailed results are set out in the income statement on page 9.

Details on the movements during the period in investments, loans to fellow Spirit Energy Group undertakings, trade
and other receivables, and trade and other payables can be found in notes 8 to 11 of these financial statements.

Key performance indicators (KPIs)

The performance of the Company is included in the consolidated results of the Spmt Energy Group and the nature
of its business is financing. Consequently, the Company's Directors are of the opinion that analysis using KPIs is
not necessary for an understanding of the development, performance or position of the business.

Financial risk managemént

The Company’s activities expose it to a number of financial risks including market risk, credit risk and liquidity risk.
Details of the Company’s finaricial risk management can be found in note 13 of these financial statements.

~

Principal risKs and uncertainties

From the perspective of the Company, during the period under review, the principal nsks and uncertainties were
integrated with the principal risks of the Spirit Energy Group and were managed collectively within this group.
AccordmOIy, the principal risks and uncertainties of the Spirit Energy Group mclude those of the Company and are
described in the principal risks and uncertainties section of the Group’s consolidated financial statements for the
year ended 31 December 2018, which does not form part of this report. The Group’s consolidated financial
statements are available at the address detailed in note 18 of these financial statements.

The UK referéndum vote ifi J une 2016 to leave the European Union has added to the risks and uncertainties faced by the
Company. However, it is considered that the direct impact of these uncertainties on the Company is limited in the short

" term, although many details of the implementation process continue to remain unclear. Extricating from the European

Union treaties is a task of i immense complexity, but the Company has prepared itself to manage the possible impacts on
its business. The Company hedges certam currency exposures to manage the possible foreign exchange risks.

Future developments

+ It is expected that the Company will continue to act as a holding and financing company to the Spirit Energy Group

for the foreseeable future.
Approved by the Board of Directors and signed on behalf of the Board

e G | \

A.D. Le Poidevin
Director

2 May 2019



Spirit Energy Treasury Limited

Directors’ report

The Directors present their annual report with the audited financial statements of Spirit Energy Treasury Limited;
formerly Magpie Treasury Co Limited, for the period from incorporation on 10 August 2017 to 31 December 2018.
Information regarding the Company’s financial risk management and future developments has been provided in the
strategic report on page 2 and information regarding financial risk management has been provxded in note 13 of
these financial statements.

‘Results and dividends

The Company recorded a profit after tax of £32,148,000 for the financial period ended 31 December 2018. No
dividends were paid or proposed for the period.

Events after the balance sheéet date

Events since the balance sheet date are contained in note 19 to the financial statements.

~

Going concern

The Directors have considered the Company"s_‘funding position and financial projections and have 'a;reasonablc
expectation that the Company will have sufficient financial and other resources to operate for the foreseeable future.
Consequently, the Company’s annual report and financial statements have been prepared 6n a going concern basis.

Directors

The Directors listed below have held office during the period from incorporation to 31 December 2018 (unless
stated otherwise) and up to the date of signing the financial statements:.

C.M. Cox (appointed 8 December2017)

A.D. Le Poidevin  (appointed 8 December 2017)

N.J. Macleod (appointed 1 October 2018)

K.E.Wilskow (appointed 1 June 2018)

P.M.R. Tanner (appointed 8 December 2017, resigned 31 May 2018)
J.M. Campbell (appointed 10 August 2017, resigned 8 December 2017)
1.G. Dawson (appoinied 10 August 2017, resigned 8 December 2017)

D.A. Isenegger  (appointed 10 August 2017, resigned 8 December 2017)

Directors’ insurance and indemnities

Spirit Energy Limited, the immediate parent undertaking of the Company, maintains directors’ and officers’ liability .
insurance in respect of its Directors and those Directors of its subsidiary ¢ compames Qualifying third-party
indemnity provisions, as defined in $234 of the Companies Act 2006, were in force for the benefit of the Directors
of the Company-during the period and up to and includirg the date of the: Directors’ report.

Disclosure of information to the Company’s auditor

Each of the persons who is a Director at the date of approval of this report confirms that so far as he orshe is aware,
there is no relevant-audit information of which the Company’s auditor is unaware and that he or she has taken all the
steps that he or she ought to have taken as a Director in order to make himself or herself aware of any relevant audit
information and to establish that the Company’s auditor is aware of that information.

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



,Spmt Energy Treasury lelted

Directors’ report

Reappointment of auditor

Deloitte LLP have expressed their willingness to continue m office as auditor and a resolutlon to reappoint them will
be proposed at the forthcomm g Board Meeting.

ApproVedi:b_y the Board of 'Directors and signed on behalf of the Board

AhC/e//C_,

A.D. Le Po:devm
Dlrector

2-May 2019



- Spirit Energy Treasury Limited

Directors’ responsibilities statement

The Directors are responsible for preparing the annual report and the f'mancna] statements in accordance with
applicable law and regulations.

Company law requires the Directors to- prepare financial statements for each financial period. Under that law the
Directors have elected to prepare the financial statements in accordance United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law), including FRS 101 Reduced
Disclosure Framework. 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 profit or loss of the
Company for that period. In preparing these financial statements, the Directors are required to:

o select suitable-accounting policies and thién apply them consistently;
e make judgemeénts and accounting estimates that are reasonable and prudent;

e state whether Financial Reporting Standard 101 Reduced Disclosure Framework has been followed, subject to
any material departures disclosed and explained i in the financial statements; and

e prepare the financial statements on the going concern basis unless it i$ inappropriate to presunie that the
Company will continue in business.

The Directors aré responsible fot keeping adequate accounting records that are sufficiént to show and explain the
Company's transactions and disclose with reasonable accuracy at any time the ﬁnanclal position of the Company and
enable them to ensure that the ﬁnanmal 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.



Spirit Energy Treasury Limited

Independent a‘uditovr’s report to the members of Spirit Energy Treasury Limited .

Report on the audit of the financial statements
Opinion

We have audited the financial statements of Spirit Energy Treasury Limited (the ‘Company’) which comprise:

the income statement;

the balance sheet;

the statement of changes in equity; and .
the related notes 1 to 19.

In our opinion the ﬁnancia] statements:

e givea true and fair view of the state of the Company’s affairs as at 31 December 2018 and of its profit for the
period then ended,; .
e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice
~ including Financial Reporting Standard 101 Reduced Disclosure Framework; and
e have been prepared in accordance with the requirements of the Companies Act 2006.

The financial reporting framework that has been applied in their preparation is appliéable law and United
Kingdom Accounting Standards, including Financial Reporting Standard 101 Reduced Disclosure Framework
(United Kingdom Génerally Accepted Accounting Practice). .

Basis for opinion )
We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs(UK)) and appl:cable
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 Financial Reporting Council’s (FRC) 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
We are required by ISAs (UK) to report in respect of the following matters where:

o the Directors’ use of the going concern basis of accounting in preparation of the financial statements is not
appropriate; or
¢ the Directors have not disclosed in the financial statéments any identifi ed matérial uncertamtles that may cast -
.. significant doubt about the Company’s ability to continue to adopt the going concern basis of accounting for
a period of‘at least twelve months from the date when the financial statements are authorised for issue.

We have nothing to report in réspect of these matters.
Other information ‘

The Directors are responsiblé for the other information. The other information comprises the information included
in the annual report, other than the financial statements and our auditor’s report thereon. Our opinion on the
financial statements does not cover the other information and, except to the extent otherwise explicitly stated in
our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is matenally inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a materlal misstatement of the other information. 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 respect of these matters.



Spirit Energy Treasury Limited

Independent auditor’s report to the members of Spirit Energy Treasury Limited
(continued)

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 Company’s ability to continue
"asa gom° concern, dlsclosmg, as applicable, matters related to going concern and using the going concern basis of
accountmg unless the Directors either intend to liquidate the Company or to cease operations, or have no realistic
alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are fo 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.

1

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

Report on other legal and regulatory requirements
Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

e the information given in the Strategic report and the Directors’ report for. the financial period for which the
. financial statements are prepared i§ onsistent with the financial statements; and
e the Strategic report and the Directors’ report havé been prepared in accordancé with applicable legal
requirements. ’ )

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 any material misstatéments in the Strategic report or the Directors’ report.

Matters on which we are required to report by exception

Undér the Companies.Act 2006 we are required to report in respect of the following matters 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; of
the financial stateménts are not in agreément with the accounting records and réturns; or
certain disclosures of Directors’ remuneration specified by law are not made; of

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

We have nothing to report in respect of these matters.



Spirit Energy Treasury Limited

Independent auditor’s report to the members of Spirit Energy Treasury Limited
(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 dudit work has been. undertaken so that we might state to thie Company’s members
those matters we aré 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 responsnblhty to anyone ather than the Company and the
Coinpaity’s members as a body, for our audit work, for this report, or for the opinions we have foried.

& Koliis

Graham Hollis ACA (Senior Statutory Auditor) . _
For and on behalf of Deloitte LLP .
Statutory Auditor . ' :

Union Plaza

1 Union Wynd

Aberdeen

ABI10 1SL

United Kingdom

2 May 2019



Spirit Energy Treasury Limited

Income statement
For the period ended 31 December 2018

Notes - £000

Finanging.income | : ' 3 55,438
Financing costs A 3 (’14,996)“
I;i"et finance i‘nco’n!e A “ v . 40,442
Non-financing costs — administrative expenses | 45 as3)
Profit before taxation . . 35,689
Taxation on profit - . 7 . (354D
Profit for the financial period ' - | 5_2',148-

Continuing operations

The.results-in the above income statement relate to. continuing operations..

Total recognised gains and losses

The Company has no recognised gains or losses other than the profit for the current period and therefore no separate
statéement of comprehensive income has been presented. .

The notes on pages 12 to 22 form part of thesé. finaricial statements.



Spirit Energy Treasury Limited

Balance sheet
As at 31 December 2018

Notes
Non-current assets
Investment in subsidiary 8
Loans to fellow Spirit Energy Group undertakirig 9
Derivative financial instruments ) 12
Current assets N
Trade and other receivables 10
Derivative financial instruments 12
Cash and cash equivalents
Total assets
Current liabilities
Trade and other payables o 11
Derivative financial instruments 12
Total assets less current liabilities
Non-current liabilities
Dérivative financial instruments 12
Total liabilities
Net assets

Capital and reserves

Share capital . 15
Retained earnings

Total shareholders’ equity

The notes on pages 12 to.22 form part of these financial statements.

2018
£000

185,363
256
185,619
1,171,437
3,566
573,057
1,748,060

1,933,679

. (1,898,465)
(.810)

(1,901,275)

32,404

256)
(1,901,531)

32,148

32,148

32,148

The financial statements of Spirit Energy Treasury Limited, registered number 10910216, were approved by the

Board of Directors and authorised for issue on 2 May 2019.

Signed on behalf of the Board of Directors

A.D. Le Poidevin
Director:



Spirit Energy Treasury Limited

Statement of changes in equity
For the period ended 31 December 2018

Balance at incorporation on 10 August 2017
Profit for the period
Total comprehensive income for the period

Balance at 31 December 2018

The notes on ‘pag';.s 12 to 22 form part of these financial statements.

N

32,148

Share
capital Retained
(Note 15) earnings Total
£000 . £000 £000
) 32,148
32,148 32,148
32,148 32,148

1i



Spirit Energy Treasury Limited
Notes to the financial statements
For the period ended 31 December 2018

1. General information and principal accounting policies

Spirit Energy Treasury Limited, formerly Magpie Treasury Co Limited, (‘the Company”) was incorporated
on 10 August 2017. It is a private company limited by shares and is incorporated in the United Kingdom and
registered in England and Wales with registration number 10910216. Its principal place of business and
registered address is 1% Floor, 20 Kingston Road, Staines-upon-Thames, England, TW18 4LG.

The Company financial statements are being prepared and presented for the first time for the period from
incorporation on 10 August 2017 to 31 December 2018.

For the period ending 31 December 2018, the Company’s subsidiary Spmt Energy Hedging Limited
(Compames House Reglstratlon Number 1 1098771) was entitled to exemption from audit under s479A of the
Companies Act 2006 relatmg to subsidiary companies.

The principal accountmg policies are summarised below. They. have all been applied consistentf_y throughout
the period. .

Basis of preparation

Spirit Energy Treasury Limited is a company incorporated in the United Kingdom under the Companies Act
2006 and the address of the registered office is given on page 1. The Company’s business activities, together
with the factors likely to affect its future development, performance and position are set out in the review of
business which forms part of the strategic report.

The financial stateménts contain information about the Company as an individual company and do not
contain consolidated financial information as the parent of a group. The Company is exempt under section
400 of the Companies Act 2006 from the requirement to prepare consolidated financial statements as it and
its subsidiary undertaking are included by full consolidation in the consolidated financial statements of its
immediate controlling undertakmg, Spirit Energy Limited.

The Company meets the definition of a qualifying entity under Financial Reporting Standard 100 issued by
the Financial Reporting Council. The financial statements for the perlod ended 31 December 2018 are
therefore prepared in accordance with Financial Repomn g Standard 101 Redticed Disclosure Framework
(FRS 101). In preparing these Financial Statements, the Company applies the recognition, measurement and
disclosure requirements of International Financial Reporting Standards as adopted by the EU (Adopted
IFRSs) but iakes amendmients where necessary to comply with Companies Act 2006 and sets out below
where advantage of the FRS 101 disclosure exemptions has been taken.

In these Financial Statements, the Company has applied the exemptions available under FRS 101 in respect
of the following disclosures:

the requirements of IAS 7: ‘Statement of cash flows’;

the statement of compliance with Adopted IFRSs;

the effects of new but not yet effective IFRSs;

disclosutes in respect of related-party transactions with wholly-owned subsidiaries in a group;
disclosures in respect of the compensation of key management personnel; and

disclosures in respect of capital management.

The financial statements have been prepared on a going concern basis, under the historical cost convention,
as modified by the fair valuation of derivative financial instruments, and in accordance with the Companies
Act 2006. Historical cost is generally based on the fair value of the consideration given in éxchange for the
assets. The Company operates under a financial framework, providing treasury facilitiés to the w1der Spirit
Energy Group, contributing to the Group’s strategy to build sustainable long-term.cash flows and
underpinning the Group s liquidity and capntal investment requirements. The Company’s net loan position
payable to fellow Spirit Energy Group undertakings, detailed in notes 9, 10 and 11 to the financial
statemnents, has been advanced through revolving credit facilities. The Co,mp,any has significant cash and
cash equivalents and a committed £200 million unsecured revolving credit facility from its shareholders,
which together are expected to cover its liquidity requirements.

12



Spirit Energy Treasury Limited
Notes to the financial statements
For the period ended 31 December 2018

1. General information and principal accounting policies (continued)
Finance income

Finance income is accrued on a time basis, by reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly discounts estimated furure cash receipts through the
expected life of the financial asset to that asset’s net carrying value.

Foreign currencies

The financial statements are presented in UK pounds sterling, which is the currency of the primary économic
environment in which the Company operates (its functional currency). Transactions in foreign currencies
other than the functional currency are recorded at the rate of exchange at the date of the transaction. Monetary
assets and liabilitiés denominated in foreign currencies at the balance sheet date are reported at the rates of
exchange prevailing at that date. Exchange differences are recognised in profit or loss account in the period in
which they arise. Foreign exchange gains and lossés that relate to cash and cash equivalents, loans receivable
and borrowings are presented in the income statement within ‘finance iricome’ or ‘finance costs’.

Taxation

Current tax, including UK corporation tax and foreign tax, is provided at amounts expected to be paid (or
recovered) using the tax rates and laws that have been enacted or substantively enacted by the balance sheet
date. The tax currently payable is based on taxable profit for the period. Taxable profit could differ from net
profit as reported in the income statement because it could exclude items of.income or expense that are taxable
or deductible in other years; it could further exclude items that are never taxable or.deductible.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying, amounts of
taxable profit and is accounted for usmo the balance sheet liability method. Deferred tax llabllltles are
generally recognised for all taxable temporary differences and deferred tax assets are recognised to the extent’
that it is probable that taxable profits will be available against which deductible temporary differences can be
utilised. Such assets and liabilities are not recognised if the temporary difference arises from the initial
recognition of goodwill or from the initial recognition (other than in a business combination) of other assets
and liabilities in a transaction that affects neither the taxable profit nor the accounting profit.

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

Deferred tax is calculated at the tax rates that are expected to apply in the year when the liability is settled or
the asset is realiséd based on tax laws and rates that have been enacted or substantively enacted at the balance
sheet date. Deferred tax is charged or credited in the income statement, except when it relates to items charged
or credited in othér comprehensive income, in which case the deferred tax is also dealt with in other

. comprehensive income. Deferred tax assets and liabilities are offset when there is a legally enforceable right to
set off current tax assets against current tax liabilities and when they relate to income taxes levied by the same
taxation authority and the Compariy intends to seftle its current tax assets and liabilities on a net basis.

Investments in subsidiaries

Investments in subsidiaries held as fixed assets are stated cost less any provision for impairment. The carrying
value of investments are reviewed at each reporting date to determine whether there is any indication of
impairment. If any such indication exists, an impairment Ioss is recognised if the carrying amount-of an asset
exceeds its estimated recoverable amount.

Financial instruments

Financial assets and financial liabilities are recognised in the Company’s balance sheet when the Company
becomes a party to the contractual provisions of the instrument. Financial assets are derecognised when the
Company no longer has the rights to cash flows, the risks and rewards of ownership or control of the assets.

" Financial liabilities are derecognised when the obligation under the liability is discharged, cancelled or expires.

13



Spirit Energy Treasury Limited
Notes to the financial statements
For the period ended 31 December 2018

1.

General information and principal accounting policies (continued)
Related-party receivables and payables

Related party receivables and payables are recognised initially at fair value plus any transaction costs that are
directly attributable to the acquisition or issue of the receivable or payable. Subsequently, they are measured at
amortised cost using the effective interest method and, for receivables, less an impairment provision calculated -
under the expected credit loss (ECL) model. Balances are written off when recoverability is assessed as being
remote. If collection of the receivable or payment of the payable is due within one year or less or on demand,
the receivable or payable is classified as a current asset or current liability. If not, it is presented as a non-
current asset or liability.

Cash and cash equivalents

Cash includes cash in hand and current balances with banks and similar institutions. Cash equivalents include
cash on deposit with related parties, which is readily convertible to known amounts of cash and which is
subject to insignificant risk of changes in value and has an original maturity of three months or less.

Derivative financial instruments

The Company uses derivatives, typically forward foreign exchange contracts and swaps; to hedge exposures to
foreign exchange risk arising in the normal course of business. All derivatives are recognised at fair value on
the date on which the derivative is entered into and are re-measured to fair value at each reporting date. As the
derivatives are not recognised as hedging instruments for accounting purposes, the derivatives are measured at
fair value on the balance sheet, and changes in the fair value are recognised immediately in the income
statement.

Derivatives are carried as assets when the fair value is positive and as liabilities when the fair value is
negative. Derivative assets and derivative liabilities are offset and presented on a net basis only when both a
legal right of set-off exists and the intention to net settle the derivative contracts is present.

The Company manages some of the Group’s foreign exchange risks by entering into, with the ultimate parent
company, fore;gn exchange derivatives relating to underlying energy derivatives. The Company mitigates its
own risk by entering into offsetting trades with the Group compames which hold the exposure.

Financial liabilities and equity

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the
substance of the contractual arrangement.

Impairment of financial assets

Financial assets, other than those at fair value through profit or loss, are assessed for indicators of impairment
at each balance sheet date. In accordance with [FRS 9: ‘Financial instruments’, the Group has applied the
ECL miodel to the financial assets af the balance sheet date as opposed to only incurred credit losses, and
therefore it is not necessary for a credit event to have occurred before credit losses are recognised. Either the
lifetime expected credit loss or a twelve-month expected credit loss is provided for, depending on the
Company 's assessment of whether the credit risk associated with the specific asset has increased significantly
since initial recognition.

Critical accounting judgements and key sources of estimation uncertainty

Impairment of financial assets

In the application of the Company’s accounting policies, which are described in note 1 above, the Directors are
required to make judgements, estimates, and assumptions about the carrying amounts of assets and liabilities
that are not readily apparent from other sources. The estimates and associated assumptions are based on
historical experience and other factors that aré considered to be relevant. Actual results may differ from these
estimates.

14



Spirit Energy Treasury Limited
Notes to the financial statements
For the period ended 31 December 2018

2. Critical accounting judgements and key sources of estimation uncertainty (continued)

As described in the accounting policies above, related-party receivables are. measured -at amortised cost using
the effective interest rate method less an impairment provision calculated under the ECL model. The process
of determining whethér there is an indicator for any impairment of a financial asset requires critical judgement.
The key areas in which management have applied judgement in relation to the determination of the impairment
is an assessment of the financial position of the fellow Group undertaking, its ability to meet its future
financial obligations for the repayment of borrowings and interest and its ability to obtain a guarantee from a
parent undertaking which has sufficient financial resources to meet the subsndlary s obllgatlons, if necessary,
when they fall due.

3. Net finance income
20i8
£000
Finance income
Intérest from fellow Spirit Energy Group undertakings. ' 50,167
Intérest from ultimate parent undertaking 2,306
Interest from banks 145
Net exchange rate gain from financing activities with ultimate parent undertaking - 1,765
Net exchange rate gain from financing activities with fellow Spirit Energy Group
undertakings 299
Net changes in fair value of foreign exchange contracts. 756
Total finance income ' 55,438
Finance costs ’ _
Intérest payable to fellow Spirit Energy Group undertakings ) (13,913)
Interest and finance costs payable to ultimate parent undertaking (1,068)
Interest paid to banks - (135)
Total finance costs ' ' (14,996)
Net finance income ‘ ) ‘ o 40,442
4. Administrative expenses
Administrative expenses consist-of the following iters:
. 2018
£000
Fees payable to the Company’s auditor for the audit of its financial statements < (15)
Total fees payable to the Company’s auditor : , (15)
Staff costs (144)
Consultancy and contractor costs ' (379)
IT costs . (126)

Other costs . (89)

15



Spirit Energy Treasury Limited
Notes to the financial statements
For the period ended 31 December 2018

5.

" Staff costs
2018
£000
Wages and salaries including bonus (114)
Social security costs : (30)
(144)

On 31 December 2018, the Company had four employees who perfomed administrative roles for the
Company. The average number of employees during the period was three.

Directors® remuneration

The Directors' remuneration for the period was as follows:

2018
£000

Directors’ emoluments ‘ : : 275)
Compensation for loss of office (5)

(280)

Rer'hﬁne’rat’ion of the highest paid Director was as follows: -
’ 2018
£000.
Directors® emoluments ) (212)

@12)

The highest paid Director was in a money purchase pension scheme and did not exercise share options or receive
shares in the period.

Taxation on profit

2018
, £000
Profit béfore taxation 39,689
Total tax charge for the period - tax on proﬁt on ordmary activities at the standard UK ,
Cofporation tax rate of 19% A ' (7,541)

The Company’s profits are taxed at the standard corporation tax.rate of 19%. The Finarice Act 2016
announced that this rate will further reduce to 17% from 1 April 2020,

16,



Spirit Energy Treasury Limited
Notes to the financial statements
For the period ended 31 December 2018

8.

10.

Investments in subsidiaries

Cost and book value . i £

At incorporation on 10 August 2017 -
Additions 1

At 31 December 2018 ' 1

On 6 December 2017, the Company subscribed for 100% of the ordinary shares, which is the entire share
capital, of Spirit Energy Hedging Holding Limited for cash consideration of £1. Spirit Energy Hedging

. Holding Limited is incorporated in the United Kingdom and is registered in England and Wales. Its registered

address is 1% Floor, 20 Kingston Road, Staines-upon-Thames, England, TW1 4LG, and its principal activity is
to act as a holding company.

Spirit Energy Hedging Holding Limited owns 100% of the ordinary shares, which is the entire share.capital, of
Spirit Energy Hedging Limited which is a dormant company whose registered address is 1% Floor, 20 Kingston
Road, Staines-upon-Thanies, England, TW14LG.

Loans to fellow Spifit Energy Group undertaking

The £185,363,000 (NOK 2,046,718 ,000) loans to a féllow Spirit Energy Group undertaking have been
advanced under a £579,622,000 (NOK6.4 billion) committed revolving credit facility (RCF) between the
undertaking and the Company. Under the terms of the RCF, the Company is not entitled to demand repayment
of any amount it-has loaned prior to the fixed repayment date of 30 September 2020. The loans advanced
under the RCFs therefore have been classified as noi-current assets. During the period, the Company received
interest on the loans in the range 0f 4.17% to 4.64%.

The ECL on loans to fellow Spirit Energy Group undertakings has been calculated on the basis of a twelve-
month ECL as there has been no significant increase in credit risk since the inception of the loans. The level
of the ECL is considered to be immaterial as the undertakmgs have the financial support of Spirit Eriergy
Limited, the immediaté parént company.

Trade and other recéivables

31 December

2018
£000
Loans to fellow Spirit Energy Group undertakings : 1,171,383
Amounts owed by fellow Spirit Energy Group undertakings 28
VAT receivable ' 10
Other receivables i 16

1,171,437

Loans to fellow Spirit Ehergy Group undertakings have been advanced under mdmdual RCFs between each.
undertaking and the Company. Under the terms of the RCF, the Company is entitled to démand repayment of
all outstanding amounts under the RCF prior to the due date or withdraw the facility at any time at its
discretion and therefore the loans have been classified as due within one year.

The loans drawn under the facnlmes are denominated in UK pounds sterling, euros, US dollars and Danish
kroner. The loans are unsecured and most loans bear mterest at floating rates, based on a margin added to the
relevant local one- -month interest rate reference, which is reset on thie first day of each calendar month for
which the loan is.outstanding. The Company does not charge iriterest on certain loans.
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10.

11.

Trade and other receivables (continued)

The Company received the following ranges of interest rates during the period on interest-bearing loans:
GBP-denominated loans of £574,041,000 between 3.50% and 3.74%, euro-denominated loans of
£176,166,000 (EUR 196,219,000) at 3.25%, and US-dollar-denominated loans of £415,000 (USD 530,000)
between 4,38% and 5.35%. The remaining loans, which are largely denominated in GBP, and amount to
£420,761,000, were granted free of interest.

Amounts owed by fellow Spirit Energy Group undertakings are interest free, unsecured and repayable on
demand.

The ECL on loans to fellow Spirit Energy Group undertakings has been calculated on the basis of a twelve-
month ECL as there has been no significant increase in credit risk since the inception of the loans. The level
of the ECL is considered to be 1mmater|al as the undertakmgs have the financial support of Spirit Energy
Limited, the immediate parent company._

Trade and other payables

31 ljecember

2018

£000
Loans from fellow Spirit Energy Group undertakings (1,421,409)
Amounts owed to immediate parent undertaking (469,186).
Amounts owed to fellow Spirit Energy Group undertakings g (5,110)
Corporation tax (2,546)
Accruals ‘ : 214)

(1,898,465)

Loans from fellow Spirit Energy Group undertakings represent excess cash deposited with the Company by
the undertaking, under the terms of individual RCF ‘agreement between the undertaking and the Company.
Under the terms of the RCF, the fellow Spirit Energy Group undertaking is entitled to demand repayment of
all funds deposited with the Company prior to the due date and may at any time cancel the RCF at its :
disctetion. The deposits therefore have been classified as due within oné year.

‘The deposits are denominated in UK pounds sterling, euros, US dollar, Norwegian kroner and Danish kroner.

The deposits dre unsecured and most loans incur interest at floating rate at the local one-month interest rate
reference, whlch is reset on the first day of each calendar month for which the loan is outstanding. Certain
deposits are interest free. The interest-bearing deposits incurred the following, ranges of interest rates during
the period: GBP-denommated loans of £1,181,473,000 between 0.50% and 0.74%, euro- denommated loans of
£193,347,000 (EUR 215,356 ,000) at 0.25%, Norwegian-kroner-denominated loans of £44 300,000 NOK
489,149 000) between 0.67% and 1.14% and US-dollar-denominatéd loans of £1,671 000 (USD 2,132,000)
between 1.38% and 2.35%. The remaining loans, which were deriominated in GBP and Dadish kroner, and
amount to £618,000 were grantéd free of interest.

Amdunts owed to the immediate parent undertaking and fellow Spirit Energy Group undertakings are interest
free, unsecured and repayable on demand.
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12.

13.

Derivative financial instruments
The carrying values of derivative financial instruments by product type for accounting purposes are as follows:
31 December

2018
£000
Assets Liabilities
Current .
Derivative financial instruments — held for trading under IFRS 9
Foreign exchange derivatives relating to underlying energy derivatives 2,435 (2,435)
Foreign exchange derivatives 1,131 (375)
3,566. (2,810)
Non-current _
Derivative financial instruments — held for trading under IFRS 9 )
Foreign exchange derivatives relating to underlying energy derivatives 256 (256)
3,822 (3,066)

~ The Company had no material derivatives in hedge accounting relationships at 31 December 2018.

The Company has a policy to hold back-to-back derivatives in respect of the foreign exchange derivatives
relating to underlying energy derivatives held with the ultimate parent company, whereby any such derivative
is matched by a derivative with a fellow subsidiary in the Spirit Energy Group. The Company therefore
eliminates any market and liquidity risk arising from such instruments. All non-current derivative financial
instruments mature within one to two years.

Financial risk management

The Company does not enter into complex transactions. The Company’s financial assets include cash and
cash equivalents, related-party receivables and derivative financial instruments. The Company’s financial
liabilities comprise related-party payables and derivative financial instruments. The main purpose of these
financial assets and liabilities is to facilitate cash management for the wider Spirit Energy Group.

As mentioned above, the Company has a policy that any foreign exchange derivatives relating to underlying
energy derivatives held with the ultimate parent company are matched by back-to-back derivative instruments *
with fellow subsidiary undertakings in the Spirit Energy Group. As such, the risks faced by the Company in
respect of these instruments are effectively eliminated.

The Company'is exposed to market risk, credit risk and liquidity risk through its financial assets and liabilities.

The Company’s Directors oversee the management of these risks, supported by the wider Spirit Energy Group
treasury function. The treasury function ensures that the Group’s financial risks are governed by appropriate
policies and procedures and that financial risks are identified, measured and managed in accordance with the
Group’s policies and risk objectives. The Company is a wholly-owned subsidiary of the Group and it operates
fully within the Group's risk framework. A full description of the relevant framework and policies are
provided in the annual report of Spirit Energy Limited which can be obtained Register of Companies for
England and Wales as described in note 18 to the financial statements.

Market risk

Market risk is the risk of loss that results from changes in market prices, rates, indices, implied volatilities,
correlations or other market factors. The level of market tisk to which the Company is exposed at a point in
time varies depending on market conditions, expectations of future price or market rate movements. The key
market risks that the Company is exposed to is foreign exchange risk and interest rate risk.

The Company’s functional currency is UK pounds sterling. The Company’s activities expose it to the
financial risks of changes in foreign currency exchange rates on its monetary assets and liabilities which are
denominated in currencies other than UK pounds sterling. The Company hedges certain currency exposures
and in accordance with the Spirit Energy Group’s agreed treasury policies for managing such risks.



Spirit Energy Treasury Limited
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13.  Financial risk management (continued)

The Company is also exposed to interest rate risk on loans given to or given by other Spirit Energy Group
companies as any interest receivable or payable on such loans is calculated at floating rates of interest. The
Company manages its interest rate risk in accordance with the Spirit Energy Group’s treasury policies.

IFRS 7 Financial instruments: Disclosures requires disclosure of a sensitivity analysis that is intended to
illustrate the sensitivity of the Group’s financial position and performance to changes in market variables
(foreign exchange rates and interest rates ) as a result of changes in the fair value or cash flows associated with
the Group’s financial instruments. The sensitivity analysis provided discloses the effect on the profit and
equity at 31 December 2018, assuming that a reasonably possible change in the relevant risk variable had
occurred at 31 December 2018 and has been-applied to the risk exposures in existence at that date to show the
-effects of reasonably possible changes in price on profit or loss and equity to the next annual reporting date.—- - —  — -
Reasonably possible changes in market variables used in the sensitivity analysis are based on implied
volatilities, where available, or historical data for foreign exchange rates. Reasonably possible changes in
interest rates are based on management judgement and historical experience.

The Company has performed an analysis of the sensitivity of its financial position and performance to changes
in foreign currency rates. The Company believes 10% movements in Norwegian kroner, euro, US dollar and
Danish kroner currency rates relative to pounds sterling to bé reasonably possible. A 10% strengthening in
pounds sterling would result in profit before taxation being £12,746,000 lower and profit after taxation and
equity being £10,292,000 lower. A 10% weakening in pounds sterling would result in profit before taxation
being £15,578,000 higher and profit after taxation and equity being £12,579,000 higher.

The Company has performed an analysis of the sensitivity on its financial position and performarice to changes

- in interest rates. The Company believes a 0.5% move in UK, Norwegian kroner, US dollar ahd euro interest
rates to be reasonably possible. The impact of such movement on profit and equity, both before and after
taxation is not significant.

Credit risk

Credit risk is the risk of loss associated with a counterparty’s inability or failure to discharge its obligations
under a contract. .

The Company’s principal financial assets are cash and cash equivalents and loan receivables. Cash and liquid
funds are held with banks with high credit ratings assigned by international credit-rating agencies and with
Centrica plc, the ultimate parent company. Loan receivables are primarily due from fellow subsidiary
undertakings in the Spirit Energy Group. The financial position of subsidiary undertakings are reviewed on an
ongoing basis for financial reliability and, if it is felt necessary, a guarantee of support is obtained from a
parent company of the subsidiary undertaking which has sufficient ﬂnanmal resources to meet the subsidiary
undertaking’s obligation, should this be necessary.

Liquidity risk
Liquidity risk is the risk that the Group is unable to meet its financial obligations as they fall due.

To mitigate this risk, the Company holds adequate cash and cash equivalents and has access to-a £200 million
unsecured revolving credit facility, provided by the Company’s ultimate parent company, Centrica plc and
SWM Gasbetexhgungs GmbH, the Company’s 31% shareholder. Management believes that the Company has
adequate resouices to meet its business objectives. '
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14.

15.

16.

17.

Fair value of financial instruments

Financial assets and financial liabilities measured and held at fair value are classified into one of three
categories, known as hierarchy levels, which are defined according to the inputs used to measure fair value as
follows:

Level 1: fair value is determined using observable inputs that reflect unadjusted quoted market prices for
identical assets and liabilities;

Level 2: fair value is determined using significant inputs that may be directly observable inputs or
unobservable inputs that are corroborated by market data; and

Level 3: fair value is determined using significant unobservable inputs that are not corroborated by market data
and may be used with internally developed methodologies that result in management’s best estimate of fair
value.

The Company’s derivative financial instruments, which are measured and held at fair value, are classified into
the Level 2 category. The Level 2 derivatives comiprise forward foreign exchange contracts and foreign
exchange currency swaps, which are valued using forward exchange rates that are quoted in an activé market.

The carrying value of the Group’s other financial assets and financial liabilities measured at amortiséd cost are

approximately equal to their fair value.

Share capital ' .
31 December
2018
- £
Allotted, authorised and fully paid
One ordinary share of £1 1

The one ordmary share was issued on 10 August 2017, upon the Company’s incorporation. Ordinary shares
have attached to them full voting, dividend and capital (mc]udmg on wmdmg up) rights. They do not confer
any rights of redemption.

. Capital commitments and contingent liabilities

There were no capital commitments or material contingent liabilities at 31 December 2018,

Related-party transactions

The Company has taken advantage of the exemption provided under FRS 101 (paragraph 8(k)), not to disclose
transactions with wholly-owned members of the Spirit Energy Limited Group, the smallest group of which the
Company is a member and for which group financial statements are drawn up. During the period, the
Company did not have any transactions with members of the Spirit Energy Limited Group in which the group
does not hold a 100% interest.

During the period, the Company entered into arm’s length transactions and had associated balances with
Centrica plc, the ultimate parent undertaking, whereby the exemption under FRS 101 (paragraph 8(k)) does
not apply as the Centrica plc group only holds a 69% interest in the Company. The Company recognised the
following balances with Centrica plc on its balance sheet: £533,698,000 due from Centrica plc comprising
£532,567,000 classified as cash and cash equivalents in accordance with the accounting policy in note 1 to the
financial statéments and £1,131,000 of current derivative financial instruments, and £2,81 0,000 and £256,000
due to Centrica plc for current and non-current derivative financial instruments, respectively. The Company
recognised the following amounts in its income statement arising from transactions with Centric plc: interest
income of £2,306,000, interest and finance costs of £1,068,000 and net foreign exchange gains of £2,521,000
on derivative financial instruments and other foreign currency transactions.
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18.

19.

Parent and ultimate parent underfaking

" The Company’s immediate parent undertaking is Spirit Energy Limited, which'has its réglstered office at Ist

Floor, 20 Kingston Road, Staines-upon-Thames, England, TW18 4LG and is registered in England and
Wales. Copies of Spirit Energy Limited’s financial statements can be obtained from the Register of Companies:
for England and Wales, Companies House, Crown Way, Cardiff, CF143UZ. Spirit Energy Limited.is the
parent undertaking of the smallest group of companies for which group financial statements are drawn up and
of which the Company is a member.

The Company’s ultimate parent undertaking and controlling entity and the largest group of which the
Company is a member and for which Group accounts are prepared is. Centrica plc. Centrica plc has its
registered office at Millstream, Maidenhead Road, Windsar, England, SL4 5GD and is registered in England
and Wales. Centrica plc’s financial statements can be obtained at www.centrica.com.

Events after the balance sheet date

On 30 April 2019, the terms of the RCF between the Company-and a fellow Spirit Energy Group undertak'ing
were amended such that the-Company is not permitted to withdraw the RCF prior to the repayment date.in

September 2020. The amendment to the terms was made with retroactive effect from the commence date of

the RCF. The outstanding funds which have been advanced to the undertaking under the RCF as at 31

‘December 2018 therefore have been classified as a non-current receivable in the financial statements.
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