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Centrica KL Liniited
Strategic Report for the Year Ended 31 December 2018

The Directors present their Strategic Report for Centrica KL Limited ('the Company') for the year ended 3l
December 2018.

Review of the business and principal activities :
The Company owns a 325MW gas-fired combined cycle gas turbine statnon at King’s Lynn, Norfolk ('ng s
Lynn Power Station'"). .

During the year, the Company continued to maintain the asset in a state of preservation and progressed the
replant of the site which will return the King’s Lynn A unit to service. The project’is underpinned by a 15-year
capacity market contract commeéncing from October 2020. It involves replacement of the existing gas turbine,
refurbishment of the existing steam turbine and generator, and other enhancements. In parallel with the replant
project, the Company has been ramping up its operational readiness for commercial operations expected to start

in 2019.

The Company’s Financial Statements have been prepared in accordance with Financial Reporting Standard 101:
Reduced Disclosures Framework (‘FRS 101°).

Principal risks and uncertamtles

From the perspective of the Company, the prmcxpal risks and .uncertainties are integrated with those of the

Centrica plc group (the 'Group') and are not managed separately. The principal risks and uncertainties of the

Group, which include those of the Company, are discussed on pages 41-50 of the Group's Annual Report and
Accounts 2018 which does not form part of this report.

.Exit from the European Union Co
The UK referendum vote in June 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. Many.details of the implementation process continue to remain unclear. Extricating
from the European Union treaties is a task of immense complexity but the Company is ‘well-positioned to
manage the possible market impacts. There are also potential tax consequences of the withdrawal and these will
continue to be reassessed at each reporting date to ensure the tax provisions reflect the most likely outcome
following the withdrawal.

Key performance indicators (KPIs)

The Directors of the Group use a number of KPIs to monitor progress against the Group s strategy. The
development, performance and position of the Group, which includes the Company, are disclosed on pages
18-19 of the Group's Centrica plc Annual Report and Accounts 2018, which does not form part of this report.
The results of the Company are disclosed in the Directors' Report on page 3.

Future developments :
Commercnal generation is expected to re-start in 2019 and continue for the foreseeable future.
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Centrica KL Limited

Strategic Report for the Year Ended 31 December 2018 (continued)

Approved by the Board on ........... 15 5)“] .............. 2019 and signed on its behalf by:

& . . | )
S ermna LA HD o o

By order of. the Board for and on behalf of Centrica Secretaries Limited \
Company Secretary : '
‘ Company registered in Engl;and and Wales, No. 04262243
Registered office: .
Millstream
Maidenhead Road
Windsor

Berkshire
S14-5GD
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Centrica KL Limited

Directors' Report for the Yeor Ended 31 December 2018

The Directors present their report and the audited financial statements for the year enoed 31 December 2018.

Directors of the Company
The Directors of the Company who were in office dunng the year and “up to the date of signing the financial

statements were as follows:

Mark Futyan '

Mark Taylor (resigned 30 April 2018)
Richard McCord

Results and dividends

The results of the Company are set out on page 8. The loss for the financial year ended 31 December 2018 is
£20,499,000 (2017: loss of £5,477,000). No dividends were paid during the year and the Directors do not
recommend the payment of a final dividend (20)7: £nil).

Objectives and policies

The Duectors have established objectlves and policies for managing financial risks to enable the Company to
achieve its long-term shareholder value growth targets within a prudent risk management framework. These

objectives and policies are regularly reviewed.

Exposure in terms of price risk, credit risk, liquidity risk and cash flow risk

Exposure to counterparty credit risk and liquidity risk arises in the normal course of the Company’s business.
Cash forecasts identifying the liquidity requirements of the Company are produced frequently and reviewed
regularly. Liquidity risk is managed through funding arrangements with Group undertakings. The Company did
not take part in hedging activity other than hedging with respect to foreign currency risk. :

Future developments
Future developments are dlscussed in the Strategic Report on pages 1 to 2.

Going concern .

The financial statements have been prepared on a going concern basis as Centrica plc,.the ultimate parent
company, currently intends to support the Company to ensure it can meet its obligations as they fall due,
provided the Company remains a member of the Group. The Directors have received confirmation that Centrica
plc intends to support the Company for at least one year after the financial statements were authorised for issue.

Events after the reporting period
There were no events after the reporting period.

Directors' and officers’ liabilities .
Directors’ and officers’ liability insurance has been purchased by the ultimate parent company, Centrica plc, and
was in place throughout the year. The insurance does not provide cover ln the event that the Director is proved

to have acted fraudulently.

Disclosure of information to the auditors

Each of the Directors who held office at the date of approval of thls Directors’ Report confirm that so far as they
are aware, there is no relevant audit information of which the Company's auditors are unaware, and that they
have taken all steps that they ought to have taken as Directors to make themselves aware of any relevant audit
information and to establish that the Company's auditors are aware of that information. This confirmation is

given and should be interpreted in accordance with the provisions of s418 of the Companies Act 2006.
' '

Page 3



Centrica KL Limited
Directors' Report for the Year Ended 31 December 2018 (continued)

Statement of Directors' Responsibilities . | .

" The Directors are responsible for preparing the Strategic Report, Directors’ Report and the financial statements
in accordance with applicable UK law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under that law the
Directors have elected to prepare the financial statements in accordance with applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including
Financial Reporting Standard 101 'Reduced Disclosure Framework' ('FRS 101'). Under company law the
Directors must not approve the financial statements unless they are satisfied that they give a true and fair view
of the state of affairs of the Company and of the profit or loss of the Company for that period. In preparmg these
financial statements, the Directors are required to:

» select suitable accounting policies and then apply them consistently;
» make judgements and accounting estimates that are reasonable and prudent;

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

« prepare the financial statements on the going concern basis unless it is inappropriate to presume. that the
Company will continue in business. .

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company and enable them to ensure that the financial statements comply with the Companies Act 2006. They
are also responsible for safeguarding the assets of the Company and hence for takmg reasonable steps for the
prevention and detection of fraud and other irregularities. .

Auditors i
In accordance with Section 487 of the Companies Act 2006, the auditors will be deemed to be reappointed and
Deloitte LLP will therefore continue in-office.

Approved by the Board on ........ \B"S })q ......... and sngned on its behalf by:

ﬁ”’/ fc/ym@/ﬂfb H?o/(

By order of the Board for and on behalf of Centrica Secretaries Limited
Company Secretary

Company registered in England and Wales, No. 04262243

- Registered office:
Millstream
Maidenhead Road
Windsor
Berkshire

S14 5GD
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Centrica KL Limitcd
‘Independent Auditors' Report to the Members of Centrica KL Limited ' -

Report on the audit of the financial statements

Opinion .
In our opinion the financial statements of Centrica KL Limited (the 'Company'):

*» give a true and fair view of the state of the Company’s affairs as at 31 December 2018 and of its loss for the
year then ended;

* have been properly prepared in accordance with United Kingdom Generally Accepted Accountmg Practxce
including Financial Reporting Standard 101 'Reduced Disclosure Framework'; and

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

We have audited the financial statements which comprise:
« the Income Statement;

+ the Statement of Comprehensive Income;

» the Statement of Financial Position;

+ the Statement of Changes in Equlty, and

* « the related notes 1 to 22.

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

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 ﬁnancnal statements section of our report.

We are mdependent 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 (the ‘'FRC's") Ethical Standard,
and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions related to going concern ’ _

We are required by ISAs (UK) to report in respect of the following matters where:

+ the Directors’ use of the going concern basis of accounting in the preparation of the financial statements is not
appropriate; or

* the Directors have not dlsclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the company’s ability to continue to adopt the going concem 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 respect of these matters.

Other information .
The Directors are responsible 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. Qur 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 conclusxon thereon.

In connection with our audit of the financial statements, our responsnblhty 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 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 material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a matenal misstatement of this other mformanon we are

required to report that fact.
Page 5



" Centrica KL Limited
Independent Auditors' Report to the Members of Centrica KL Limited (continued)

We have nothing to report in respect of these matters.

Responsibilities of directors
As explained more fully in the directors’ responsibilities statement, the directors are respons:ble 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.

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

Audltors 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 auditors' 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.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council’s website at: www.frc.org. uk/audntorsresponsnbnhtnes This description forms part of our
auditors' 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:
« the information given in the Strateglc 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 w1th 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 misstatements in the Strategic Report or the Directors’ Report.

Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:

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

« the financial statements are not in agreement with the accounting records and retumns; or

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

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

We have nothing to report in respect of these matters. -

- Use of our report

This report is made solely to the Company’s members, as a body, in accordance wnh 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 auditors'-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.
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Cehtrica KL Limited

Independent Auditors' Report to the Members of Centrica KL Limited (continued)

. D-Winstone

......................................

Daryl Winstone (Senior Statutory Auditor)

* For and on behalf of Deloitte LLP

Statutory Auditor
London o
United Kingdom

Page 7



_ Centrica KL Limited

Tncome Statement for the Year Ended 31 December 2018

- Operating costs before exceptional items
Exceptional items - impairment charge
Exceptional items - loss on disposal of land

Operating costs
Other income

Operating loss
Finance income
Finance cost

Loss before income taxation
Income tax credit

Loss for the financial year

The notes on pages 13 to 31 form

an integral part of these financial statements.
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Note

4
6
6

© 2018 2017
£ 000 £000
(6,756) (4,292)
(19,520) -
" (26,276) (6,043)
. 80
(26,276) (5,963)
611 : -
_em e
(25,962) (6,888)
. 5463 1411
(20,499) (5.477)




Centrica KL Limited

Statement of Comprehensive Income for the Year Ended 31 ‘Decembe_r 2018

2018 C2017

, £ 000 £000

Loss for the financial year ) (20,499) (5,477)

Items will be or have been retfycled to the Income Statement S AR

Net gain-on cash flow hedges ; ’ - (2840) _ 1,735
Transferred to property, plant and equipment on cash flow hedges C - 472)

Deferred taxation on cash flow hedge reserve (291). 249.

Other comprehensive income net of'taxétion ‘ — (57 lv)i E— ”l,S 1'2'

Total comprehensive loss for the year " . TTTU21,070) T T (3,965)

The notes on pages 13 to 31 form an integral part of these financial statements.
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Centrica KL'Limited

Statement of Financial Position as at 31 December 2018

2018 ‘ 2017
Note £000 £000
Non-current assets o : :
Property, plant and equipment 12 ... 104574 . . 79933
104,574 79,933
Current assets ‘ .
Trade and other receivables ' 13 733 297
Inventories : ’ 14 © 1,051 . -
" Other financial assets . 15 o2 393
1,836 . 690
Totalassets - _ 106410 . .. 80623
Current liabilities . : . .
Trade and other payables ~ I 16 (115,793) - (67,409)
Other financial liabilities ' A7 (728) - (378)
Borrowings . ' ; o T )]
~ (16,521) - .. .:(67,788)
. Total assets less current liabilities ) (10,111) 12,835 °
.Non-currenlliabilitfes _ o B
Deferred tax liabilities -1l (4,776) ‘ (5,263)
Obligations under intra-Group finance lease 16 3.671) (4,016)
Provisions for liabilities 18 o @52 ) .,.-,.‘..J(.ZJZB)
. oo (10,798) . . (11,407)
Net (liabilities)/assets - ’ (20,909) 1,428
Equity ‘ ' )
Called up share capital - ' . 19 . -
Other reserves (505) 1,333
Retained earnings/(accumulated losses) , ' : o (20404) . .95
Total equity o , ' (20,909) 1,428
i

The notes on pages 13 to 31 form an integral part of these financial statements.
' Page 10 o



Centrica KL, Limited

Statement of Financial Position as at 31 December 2018 (continued)

The financial statements on pages 9 to 31 were approved and authorised for issue by the Board of Directors-on
o 5;\7 ..... and sngned on its behalf by:

Rlphard McCord
Director’ .
Company number 04262243

‘The notes on pages 13 to 31 form an mtegral part of these fmancnal statements.
Page 11 .



Centrica KL Limited

Statement of Changes in Equity for the Year Ended 31 December 2018

The notes on pages 13 to 31 form an integral part of these financial statements.
' Page 12 ' .

’ (Accumulated
Called up share . losses)/retained
capital Other reserves earnings Total equity
: _ £000 - £000 £000 - £000
At 1 January 2018 : - T 1,333 95 1,428
Loss for the financial year - . (20,499) ~ (20,499)
Other comprehensive losses o - (571) e om e 8T L
Total comprehensive losses - (571) (20,499) (21,070)
Transfers to assets from cash flow ‘
hedging reserve » (267D Lo (1,267):
At 31 December 2018 - (505) (20,404) (20;909)
‘ . (Accumuiated
Called up share < losses)/retained
capital Other reserves earnings Total equity -
. ' £000 £000 £000 £ 000
At 1 January 2017 » - 402 5,572 5,974
Loss for the financial year i -0 - 5,477) (5,477)
Other comprehensive-income . ..~ . = ... . 93 - 931
Total comprehensive loss 3 L. 931 GATT) . (4,546)
'At 31 December 2017 - 1,333 95 1,428



Centrica KL Limited

Notes to the-Financia_l Statements for thei Year Ended 31 December 2018

General information:

Centrica KL Limited (the 'Company') is a company limited by shares, incorporated and domiciled in the United
Kingdom and registered in England and Wales. .

" The registered office and principal place of business is:
Millstream
Maidenhead Road
Windsor '
Berkshire
SL4 5GD

The nature of the Company s operations and it's principal activities are set out in the strategic Report on pages 1
to 2

Accounting policies

Basis of preparation )

The company financial statements have been prepared in accordance with Financial Reporting Standard 101
Reduced Disclosure Framework ('FRS 101').In preparing these financial statements the Company applies the
recognition, measurement and disclosure requirements of International Financial Reporting Standards as
adopted by the EU (“Adopted IFRSs”), but makes amendments where necessary in order to comply with
Companies Act 2006 and has set out below where advantage of the FRS 101 disclosure exemptions has: been

taken.

. From 1 January 2018, the following standards and amendments are effective in the Company’s Financial
Statements. Their first time adoption did not have a'material impact on the financial statements:

* IFRS 9: ‘Financial Instruments’ A
+ IFRS 15: ‘Revenue from contracts with customers’

The impact of adoptioh of these standards and the key changes to the accounting policies are disclosed below.

IFRS 9: ‘Financial Instruments’
The Company adopted IFRS 9: ‘Financial Instruments’ from 1| January 2018. In accordance with the transition

provisions in the Standard, comparatives have not been restated.

Classification of financial assets

IFRS 9 requires the use of two criteria to determine the classification of financial assets: the entity’s business
model for the financial assets and the contractual cash flow characteristics of the financial assets. The Standard
goes on to identify three categories of financial assets - amortised cost; fair value through profit or loss
(FVTPL); and fair value through other comprehensive income (FVOCI).

Impairment

IFRS 9 mandates the use of an expected credit loss model to calculate impairment losses rather than an incurred
loss model, and therefore it is not necessary for a credit event to have occurred before credit losses are
recognised. The new impairment model applies to the Company’s financial assets and loan commitments. No
changes to the impairment provisions were made on transition to IFRS 9 as these are not considered material.

Page 13



Centrica KL Limited

Notes to the Fihancial Statements for the Year Ended 31 December 2018 (continued)

- Accounting policies (continued)

Hedge accounting :
The Group has not applied IFRS 9s hedge accountmg requnrements and continues to account for its hedge
relatlonshlps in accordance with IAS 39.

IFRS 15: 'Revenue with contracts from customers’

The primary impact of application is the revision of accounting policies to reflect the five-step approach to
revenue recognition required by IFRS 15. The Company had no revenue in 2018 or 2017 and therefore the
adoption of IFRS15 has had no impact.

". In these financial statements, the Company has appllcd the exemptxons available under FRS 101 in respect of

the following disclosures:

» the requirements of LAS 7 'Statement of Cash Flows'; : S
» the statement of compliance with Adopted IFRSs;

» the effects of new but not yet effective IFRSs;

. prio-r year reconciliations for property, plant and equipment and intangible assets; -

« the prior year reconciliations in the number of shares outstanding at the beginning and at the end of the year for
share capital; . . .

+ disclosures in respect of related parties transactions with wholly-owned subsidiaries in a group;
« disclosures in respect of the compensation of key management personnel; and
» disclosures in respect of the capital management

As the consolidated financial statements of the Group, which are available from its registered office, include the
equivalent disclosures, the Company has also taken the exemptlons under FRS 101 available in respect of the
following disclosures:

* certain disclosures required by 1AS 36 ‘Impairment of Assets’ in respect of the impairment of goodwxll and
indefinite life intangible assets;

"s Certain disclosures required by IFRS 13 'Fair value measurement' and the disclosures required by IFRS 7
'Financial instrument: Disclosures' have not been provided apart from those which are relevant for the financial
instruments which are held at fair value;

o disclosures of the net cash-flows attributable to the operating, investing and financing activities of
discontinued operations.

Measurement Convention .

The financial statements are prepared on the hlstoncal cost basis except for derivative financial instruments and
financial instruments designated at fair value through proﬁt and loss on initial recognition. The carrying value of
recognised assets and liabilities that are hedged items in fair value hedges, and are otherwise camed at cost, are
adjusted to record changes in the fair values attnbutable to the risks that are bemg hedged.

Going concern

The financial statements have been prepared usmg the going concern basis of accounting as Centnca plc, the
ultimate parent company, intends to support the Company to ensure it can meet its obligations as they fall due.
The Directors have received confirmation that Centrica plc intends to support the Company for at least one year
after the financial statements were authorised. :

Page 14



Centrica KL Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (cpntinued)

Accounting policies (continued)

Summary of significant accounting pohcies and key accountmg estimates
The principal accounting policies applied in the preparation of these financial statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated.

Revenue recogmhon

The Company adopted IFRS 15; ‘Revenue from contracts with customers’ from | January 2018. The primary
impact of application is the revision of accounting policies to reflect the five-step approach to revenue
recogmtlon required by IFRS 15. The Company currently has no revenue therefore the adoption of IFRS 15
resulted in no changes to amounts previously recognised in the financial statements.

Finance Income

Interest 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 future cash receipts through the expected life
of the financial asset to that asset’s net carrying value. -

Cost of sales
Cost of sales within the power generatlon business includes the depreciation of assets included in generating
power, fuel purchase costs, direct labour costs and carbon emnssnons costs.

Overhaul costs =

Contract work involved in replacing gas turbine components is capitalised and depreciated over their expected
economic life, typically over the period to the next overhaul. Repairs and other costs that are not of a capital
nature are charged directly to the income statement as-incurred.

Leases

The determination of whether an arrangement is, or contams a lease is based on the substance of the
arrangement and requires an assessment of whether the fulfilment of the arrangement is dependent on the use of
a specific asset or assets and whether the arrangement conveys a right to use the asset or assets. Leases are
classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of
ownership to the lessee. All other leases are classified as operating leases.

Assets held under finance leases are capltallsed and included in property, plant and equipment at their fair value,
or if lower, at the present value of the minimum lease payments, each determined at the inception of the lease.
The obligations relating to finance leases, net of finance charges in respect of future periods are included within _
bank loans and other borrowings, with the amount payable within 12 months included in borrowings within

current liabilities.

Lease payments are apportioned between finance charges and reduction of the finance lease obligation so as to
achieve a constant rate of interest on the remaining balance of the liability. Finance charges are charged directly

agamst income. f

Payments under operatmg leases are charged to the Income Statement on a straight-line basis over the term of
the relevant lease.

Exceptional items

Exceptional items are those items that, in the judgement of the Dxrectors need to be disclosed separately by
virtue of their nature, size or incidence. To ensure the business performance reflects the underlying results of the
Company, these exceptional items are disclosed separately in the income statement. Items which may be
considered exceptional in nature include disposals of businesses, business restructurings, significant onerous
contract charges and asset write-downs/impairments.

Page 15
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Centrica KL Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

’

Accounting policie_s (continued)

Foreign currencies

Transactions in foreign currencies are initially recorded at the functional currency rate prevailing at the date of
the transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated into the
functional currency of the Company at the rates prevailing at the reporting date, and associated gains and losses
are recognised in the Income Statement for the year, except when deferred in other comprehensive income as
qualifying cash flow hedges and qualifying net investment hedges. Foreign exchange gains and losses that relate
to borrowings and cash and cash equivalents are presented in the Income Statement within ‘finance income or
* finance costs’. All other foreign exchange gains and losses are presented in the income statement in the
respective ﬁnancnal line item to which they relate.

Non-monetary items that are measured at historical cost in a currency other than the functional currency of the
Company are translated using the exchange rate prevailing at the dates of the' initial ‘transaction and are not
retranslated. Non-monetary items measured at fair value in foreign currencies are retranslated at the rates
prevailing at the date when the fair value was measured. :

Taxation-

~ The tax expense for the period comprises current and deferred tax Tax is recognised in the income statement,
except that a change attributable to an item of income or expense recognised as other comprehensive income is

also recognised directly in other comprehensive income.

Current tax, mcludmg UK corporation tax and foreign tax is provuded at amounts expected to be paid (or
recovered) using the tax rates and laws that have been enacted or substantively enacted by the reporting date.
Tax is recognised in the income statement, except to the extent that it relates to items recognised in equxty In
this case, the tax is recognised in equity.

Deferred tax is recagnised in respect of all temporary differences identified at the reporting date, except to the
extent that the deferred tax arises from the initial recognition of goodwill or the initial recognition of an asset or
liability in a transaction which is not a business combination and at the time of the transaction affects neither
accounting profit nor taxable profit and loss. Temporary differences are differences between the carrying
amount of the Company’s assets and liabilities and their tax base.

Deferred tax is provided on temporary differences arising on investments in subsidiaries, joint ventures and
associates, except where the timing of the reversal of the temporary difference can be controlled and it is
probable that the témporary difference will not reverse in the foreseeable future.

Deferred tax assets are recognised only to the extent that it is probable that the deductible temporary differences
will reverse in the future and there is sufficient taxable profit available agamsl which the temporary differences .
can be utilised.

The amount of deferred tax provided is based on the expected manner of realisation or settlement using tax rates
that have been enacted or substantively enacted at the reporting date.

Page 16



Centrica KL Limited

" Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Accounting policies (continued)

EU Emissions Trading Schemes

Purchased carbon dioxide emissions allowances are recognised initially at cost (purchase price) within
intangible assets. The liability is measured at the cost of purchased allowances up to the level of purchased
allowances held, and then at the market price of allowances ruling at the reporting date, with movements in the

liability recognised in. operating profit.

Forward contracts for the purchase or sale of carbon dioxide emissions allowances are measured at fair value
with gains and losses arising from changes in fair value recognised in the Company’s Income Statement. The -
intangible asset is surrendered and the liability is utilised at the end of the compliance period to reflect the
consumption of economic benefits. : S

Property, plant and equipment ('PP&E’)

PP&E is included in the statement of Financial Position at cost, less accumulated depreciation and any
provisions for impairment. The initial cost of an asset comprises its purchase price or construction cost and any
costs directly attributable to bringing the asset into operation. The purchase price or construction cost is the
aggregate amount paid and the fair value of any other consideration given to acquire the asset.

- Subsequent expenditure in respect of items of PP&E such as the replacement of major parts, major inspections
-or overhauls, are capitalised as part of the cost of the related asset where it is probable that future economic
benefits will arise as a result of the expenditure and the cost can be reliably measured. All other subsequent
expenditure, including the costs of day-to-day servicing, repairs and maintenance, is expensed as incurred.

Freehold land is not depreciated. Other PP&E, are depreciated on a straight-line basis at rates sufficient to write
off the cost, less estimated residual values, of individual assets over their estimated useful lives.

Depreciation of PP&E

Depreciation is charged 50 as to write off the cost of assets over their estimated useful lives, as follows:
Asset classes . - Depreciation method and rate
Power station assets and decommissioning asset Straight line, up to 20 years

Other plant and machinery Straight line, between 3 and 6 years:

 Assets held under finance leases are depreciated over their expected useful economic lives on the same basis as
for owned assets, or where shorter, the lease term.

The carrying values of PP&E are tested annually for impairment and are reviewed for impairment when events
or changes in circumstances indicate that the carrying value may not be recoverable. Residual values and useful
lives are reassessed annually and if necessary changes are accounted for. prospectively.

lnventones
Inventories are valued at the lower of cost incurred in bringing each item to'its present location and condmon

and net realisable value. Provision is made where necessaryfor obsolete, slow-movmg and defecrtive
inventories. Cost is determined on an average cost basis.
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Centrica KL Limited -

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Accounting policies (continued)

Provisions

" Provisions are recognised when the Company has a present obligation (legal or constructive) as a resuit of a past
event, that can be measured reliably, and it is probable that the Company will be required to settle that
obligation. Provisions are measured at-the best estimate of the expenditure required to settle the obligation at the
reporting date, and.are discounted to present value where the effect is material. Where discounting is used, the
increase in the provision due to the passage of time is recognised in the income statement within interest

' expense.

Onerous contract provnsnons are recognised where the unavoidable costs of meeting the obhgatlons under a -
contract exceed the economic benefits expected to be received under it.

Decommissioning costs '
Provision is made for the net present value of the estimated cost of decommissioning power stations at the end
of their useful lives, based on price levels and technology at the reporting date.

When this provision relates to an asset with sufficient future economic benefits, a decommissioning asset is
recognised and included as part of the associated PP&E and depreciated accordingly. Changes in these estimates
and changes to the discount rates are dealt with prospectively and reflected as an adjustment to the provision and
corresponding decommissioning asset included within PP&E. The unwinding of the discount on the provision is
included in the Income Statement within interest expense.

Impairment

The Company has material long—hved assets that are assessed or tested for impairment at each reporting date in
accordance with the Companies accounting policy as disclosed in note 2. The Company makes judgements and
estimates in considering whether the carrying amounts of these assets or cash generating units are recoverable.

An impairment loss is .recognised if the carrying amount of an asset or its CGU exceeds its estimated
recoverable amount. Impairment losses are recognised in the Income Statement. In respect of other assets,
impairment losses recognised: in prior periods are assessed at each date for-any indications that the loss has
decreased or no longer exists. An impairment loss is reversed if there has been a change in the estimates used to
determine the recoverable amount.

Financial instruments

Financial assets and financial liabilities are recogmsed in the Company s Statement of Fmancxal Position when
the Company becomes a party to the contractual provisions of the instrument. Financial assets are de-recognised

when the Company no longer has the rights to cash flows, the risks and rewards of ownership or control of the

asset. Financial llabllmes are de-recognised when the obligation under the liability is discharged, cancelled or
expires.

Trade and other receivables .

Trade receivables are initially recognised at fair value, which is usually the original invoice amount, and are
. subsequently held at amortised cost using the effective interest method less an allowance for impairment losses.
Changes in the Company’s impairment policy as a result of the application of IFRS 9 did not result in any
material changes. Balances are written off when recoverability is assessed as being remote. If collection is due
in one year or less, rec'eivables are classified as current assets. If not they are presented as non-current assets.

Trade and other payables

Trade payables are initially recogmsed at fair value which is usually the original invoice amount and are
subsequently held at amortised cost using the effective interest method. If payment is due within one year or
less, payables are classified as current liabilities. If not, they are presented as non-current liabilities.
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Centrica KLL Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Accounting policies (con(inued) :

"Share capital

Ordinary shares are classified as equity. Equity instruments are measured at the falr value of the cash or other
resources received or recejvable. Incremental costs directly attributable to the issue of new shares are showa in -
equity as a deduction from the proceeds received. Own equity instruments that are re-acquired (treasury or own
shares) are deducted from equity. No gain or loss is recognised in the Company’s lncome Statement on the
purchase, sale, issue or cancellation of the Company’s own equity instruments. T

Cash and cash equivalents

Cash and cash equivalents comprise cash in hand and current balances with banks-and similar mstltutlons which
. are readily convertible to known amounts of cash and which are subject to insignificant risk of changes in value

and have an original maturity of three months or less.

Loans and other borrowings

All interest-bearing and interest free loans and other borrowings are initiaily recognised at fair value net of
directly attributable transaction costs (if any). After initial recognition, these financial instruments are measured
at amortised cost using the effective interest method, except when they are the hedged item in an effective fair
value hedge relationship where the carrying value is also adjusted to reflect the fair value movements associated
with the hedged risks. Such fair value movements are recognised in the Company’s Income Statement.
Amortised cost is calculated by taking into account any issue costs, discount or premium, when applicable.
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Centrica KL Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continuédj

» Accounting policies {continued)

Derivative financial instruments

The Company uses a‘range of derivatives to hedge exposures to foreign exchange risks, arising in the normal
course of business. The use of derivative financial instruments is governed by the Group’s policies. Further
detail on the Group’s risk management policies is included within the Annual Report and Accounts 2018 of the
ultimate controlling party being Centrica plc.

A derivative instrument is considered to be used for hedging purposes when it alters the risk profile of an
underlying exposure of the Company in line with the Company’s risk management policies and is in accordance
with established guidelines, which require the hedging relationship to be documented at its inception, ensure that
the derivative is highly effective in achieving its objective, and require that its effectiveness can be reliably
measured.

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. 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 sel-oﬁ' exists and the intention to net settle the derivative
contracts is present. , :

The Company enters into certain energy derivative contracts covering periods for which observable market data
does not exist. The fair value .of such derivatives is estimated by reference in part to published price quotations
from active markets, to the extent that such observable market data exists, and in part by using valuation
techniques, whose inputs include data which is not based on or derived from observable markets. Where the fair
value at initial recognition for such contracts differs from the transaction price a fair value gain or fair value
loss will arise. This is referred to as a day-one gain or day-one loss. Such gains and losses are deferred (not
recognised) and amortised to the Income Statement based on volumes purchased or delivered over the
contractual period until such time observable market data becomes available. When observable market data
becomes available, any remaining deferred day-one gains or losses are recognised within the Income Statement.
Recognition of the gains or losses resulting from changes in fair value depends on the purpose for issuing or
holding the derivative. For derivatives that do not qualify for hedge accounting, any gains or losses arising from
changes in fair value are taken directly to the Income Statément and are included within gross profit or interest
income and interest expense. Gains and losses arising on derivatives entered into for speculanve energy trading
purposes are presented on a net basis within revenue.

Derivatives are classified as current and non - current assets or liabilities. The full fair value of a hedging
derivative is classified as a non-current asset or liability if the remaining maturity of the hedged item is more
than 12 months and, as a current asset or liability, if the maturity of the hedged item is less than 12 months.
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Centrica KL Limited
Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Accounting policies (continued)

Embedded derivatives ‘

Derivatives embedded in other financial instruments or other host contracts are treated as separate derivatives
when their risks and characteristics are not closely related to those of the host contracts and the host contracts
are not carried at fair value, with gains or losses reported in the Income Statement. The closely-related nature of
embedded derivatives is reassessed when there is a change in the terms of the contract which significantly
modifies the future cash flows under the contract. Where a contract contains one or more embedded derivatives,
and providing that the embedded derivative significantly modifies the cash flows under the contract, the option
to fair value the entire contract may be taken and the contract will be recognised at fair value with changes in
fair value recognised in the Income Statement.

Hedge accounting
For the purposes of hedge accounting, hedges are classified as either fair value hedges or cash flow hedges.

Fair value hedges

Where a derivative financial instrument is desxgnated as a hedge of the variability in fair value of a recognised
asset or liability or an unrecognised firm commitment, all changes in the fair value of the derivative are
recognised immediately in the Income Statement. . The carrying value of the hedged item is adjusted by the
change in fair value that is attributable to the risk being hedged and any gains or losses on re-measurement are
recognised unmedxately in the Income Statement.

On the dlscontmuance of hedge accounting, any adjustment made to the carrying amount of the hedged item as a
consequence of the fair value hedge relationship, is recognised in the Income Statement over the remaining life

‘of the hedged item.

Cash flow hedges
Where a derivative financial instrument is designated as a hedge of the variability .in cash flows of a recognised

asset or liability, or a highly probable forecast transaction, the effective part of any gain or loss on the derivative .
financial instrument is recognised directly in the hedging reserve. Any ineffective portion of the hedge is
recognised immediately in the Income Statement.

When the forecast transaction subsequently results in the recognition of a non-financial asset or non-financial
liability, the associated cumulative gain or loss is removed from the hedging reserve and is included in the initial
carrying amount of the non-financial asset or liability. If a hedge of a forecast transaction subsequently results in
the recognition of a financial asset or a financial liability, the associated gains and losses that were recognised
directly in equity are reclassified into the Income Statement in the same period or periods during which the asset
acquired or liability assumed affects profit or loss e.g. when interest income or expense is recognised.

For cash flow hedges, other than those covered above, the associated cumulative gain or loss is removed from
equity and recognised in the Income Statement in the same period or periods durmg which the hedged forecast
transaction affects profit or loss.

When a hedging instrument expires or is sold, terminated or exercised, or the entity revokes designation of the
hedge relationship but the hedged forécast transaction is still expected to occur, the cumulative gain or loss at
that point remains in equity and is recognised in accordance with the above policy when the transaction occurs,
If the hedged transaction is no longer expected to take place, the cumulative unrealised gain or loss recognised
in equity is recognised in the Income Statement immediately. .
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Centriga KL Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Critical accounting judgements and key sources of estimation uncertainty

" In the application of th¢ Company's accounting policies, which are described in note 2, 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. would be based on
historical- experience and other factors that are considered to be relevant. Actual results' may differ from these
estimates. In the Directors' opinion there are no critical judgements, apart from those involving esumatlons
(whxch are dealt with seperately below).

Keyp sources of estimation anceﬂainty

The key assumptions ‘concerning the future, and other key sources of estimation uncertainty at the reporting

date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
~ within the next financial year, are discussed below.

Decommlssmmng costs :

The estimated cost of decommissioning of power stations is reviewed periodically and is based on price levels
and technology at the reporting date. Provision is made for the estimated cost of decommissioning at the
reporting date. The payment dates of total expected future decommxssnonmg costs are uncertain and dependent
on the lives of the facilities, but are currently anticipated to be incurred in 2037.

Impairment of long - lived assets

The Company has material long-lived assets that are assessed or tested for mdlcators of impairment at each
reporting date in accordance with the Company's accounung policy as disclosed in note 2. The Company makes
judgements and estimates in cons;denng whether the carrying amounts of these assets or cash generatmg units
(CGUs) are recoverable.

The re-plant project is progressmg well-with capex spend remaining as expected and thhm budget The pro_|ect
is due for completion in Q2 2019. During the year end impairment process, an impairment charge of
£19,520,000 has been booked, predominantly due'to the deterioration in the forward spark spread curve. The
level of impairment charge recorded could change due to future changes in the spark spread curve.

Analysis of costs by nature

2018 2017

~ Other Other
operating costs  operating costs

. - £000 £ 000
Depreciation ‘ . , . 17 7
Operating lease expense ' 518 518
Other operating expenses : . 6220 3,767

6,756 4,292
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Centrica KL Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Employees' costs

The Company has no direct employees (2017: zero). However, central payroll costs amounting to £1,452,000
" (2017: £662,000) were incurred during the year through a recharge in'respect of a monthly average of 20 (2017:
8) staff providing services to Centrica KL Limited under an employee services agreement with a Centrica plc
Group company. Also under this agreement addmonal pension costs of £230,000 (2017: £97,000) have been

incurred from the Group company.

Exceptional items
The following exceptional items were recognised in arriving at operating loss for the year:

2018 2017

£ 000 £000
Impairment of tangible fixed assets . (19,520) -
Loss on disposal of land : s o (LT5Y)
' (19,520) - (1,751)

Impairment )

The re-plant project is progressing well with capex spend remaining as expected and within budget. The project

is due for completion in Q2 2019. During the year end impairment process, an impairment charge of

£19,520,000 has been booked, predominantly due to the deterioration in the forward spark spread curve. The

level of impairment charge recorded could change due to future changes in the spark spread curve. '

- Loss on disposal of land

There was consideration for the construction of a new power station on the site adjacent to the current power
station, which was referred to as Kings Lynn B. On 10th August 2017, the Company sold Kings Lynn B to EP
UK Investments Limited for £2,000,000 consideration, resulting in a loss on disposal- of £1,751,000. The
‘transaction was consistent with Centrica’s strategy to shift investment. towards its customer facing businesses
and to seek opportunities in flexible peaking units and distributed generation whilst reducing | focus on large
scale central power generation. .

Other income

2018 2017
£000 £000

Other income

" During the year the Company received other income in relation of Nox allowances of £nil (2017: £80,000j.
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Centrica KL Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

A

8 Net finance cost

Finance income

2018 2017
, £000 £000

Interest received from Group undertakings ‘ ' 611 C-
Finance costs

2018 2017

£000 £000
Decommissioning provision notional interest . 25) ' (23)
[nterest on amounts owed to Group undenakir}gs .. (611)
Finance lease charges - 272 " (29l) :
Total finance cost : (297) (925)

.9 Dlreétors remuneration

- The Directors were remunerated as employees of Centrica plc Group and did not receive any remuneration,
from any source, for their services as Directors of the Company during the curvent or preceding financial year.
Accordingly, no details in respect of their emoluments have therefore been included .in these financial

statements.

10 Auditors' remnnera’tipn

The Company paid the following amounts to its auditors in respect of the audit of the financial statements

provided to the Company. v

2018 @
£ 000

2017
£ 000

Audit fees ' ' 8

Auditors' remuneration relates to fees for the audit of the financial statements of the Company.

The Company has taken advantage of the exemption not to disclose amounts paid for non-audit services as these

are disclosed in the Group Financial Statements of its ultimate parent, Centrica plc.

[
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‘Tax credited in the Income Statement

Centrica KL Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Income Tax

2018 2017
_ £000 £000
: Current taxation }
UK corporation tax at 19% (2017 19.25%) . (5,267) (3,259)
UK corporation tax adjustment to prior periods . . T (85)
' _(5267) (3 344)
Deferred taxation }
“Adjustment in respect of previous periods ) 28 73 .
Changes in tax rates ‘ (558) : 342
" Origination and reversal of timing differences .. ..334 A 5]8_
Total deferred taxation - o 196) 1 933‘,
Tax on loss | (5,463) (411)

The main rate of corporation tax for the year to 31 December 2018 was 19.00% (2017: 19.25%). The
corporation tax rate will reduce to 17% with effect from 1 April 2020. The deferred tax assets and liabilities
included in these financial statements are based on tax rates having regard to their reversal proﬁles

The differences between the taxes shown above and the amounts calculated by applymg the standard rate of UK
corporation tax rate to the profit before tax are reconclled below:

2018 2017 -

£000 £000

Loss before income tax ' (25,962) (6,888)
“Tax credit at standard UK raté 19.00% (2017: 19.25%) _ (4,933) (1,326)
Effects of: '

Net expenses non-deductible for tax purposes : - (386)
Decrease/(increase) in current tax from adjustment for prior penods 28 (13)
Increase from effect of revenues exempt from taxation : - (28)
Decrease/(increase) arising from group relief tax reconciliation 338 3)
(Increase)/decrease from transfer pricing adjustments } ' : (3398) 3
Deferred tax (credit)/expense relating to changes in tax rates or laws . (558)} gt I42
Total current tax - 5 5 4631) (41
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Centrica KL Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (coptimied)

Income Tax (continued)

Deferred tax

are as follows:

Deferred tax movement during the year:
Recognised in

“The movements in respect of the deferred income tax assets and liabilities that occurred during the financial year

other
. ' Recognised in comprehensive Prior period 31 December
1January 2018  income income adjustments 2018
. £ 000 £000 - ~ £000 £000 £000
Accelerated tax ' '
depreciation - (5,200) : 228 - (166) (5,138)
Revaluation of cash flow 4 : ’
hedges ‘ (63) - 54 - ©))
Loans and borrowings - - 237 - (266) 29).
Other items . - - “4) ez e 404 .. 400
Net tax liabilities (5,263) © . 224 L N V2 )| (4,776)
Deferred tax movement during the prior year:
' Recognised in
A " other At
At 1 January Recognised in comprehensive Prior period 31 December
2017 income income adjustments 2017 .
£ 000 £000 -£000 ~ 2000 £000
Accelerated tax : o ] :
depreciation (3,002) (1,860) - (265) (73) (5,200)
Revaluation of cash flow ' . . )
hedges : . 64 . - 16 (143) (63)
Loans and borrowings - - - - - -
Other items o o Pa s S e o D - -
Net tax liabilities (2938 (1 860) (249) 16) (5,263)

Certain deferred tax assets and liabilitiés have been offset where there is a legally enforceable right to offset
current tax assets agamst current tax liabilities and when the deferred income taxes relate to the same fiscal
authority. The following is an analysis of the gross deferred tax balances and associated offsetting balances for

financial reporting purposes:

. 2018 2018 20!7 2017

Assets . Liabilities Assets Liabilities

£ 000 £000 . £000 £000
Gross deferred tax balances '
crystallising within one year ' 400 . 37 "~ 404 (328)
Gross deferred tax balances ‘ o
crystallising after one year i i (S039)e - (5,339):
Offsetting deferred tax balances 400 . " (5,176) . 404 (5,667)



Centrica KL Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

11 Income Tax (continued) A

At the end of 2018, the net deferred tax hablhty after offsettmg for financial reporting purposes was £4,776,000
(2017: £5,263,000). ~ .

12 Property, plant and equipment
' Turbines,‘

Power station plant and Decommissioning Total
assets equipment asset
~ £000 . £000 £000 - £000
Cost or valuation ’ . '
At 1 January 2018- ' 120,867 24061 . . 2,043 14697
Additions . 44,162 ; 198 44360
Disposals ] ) (803) o - ) - (803)
At 31 December 2018 T Team6 T 24061 T 2241 T 190,528
Accumulated depreciation and
impairment .
At 1 January 2018 ' 41,080 24,061 1,897 67,038
Charge for year . - - 17 N
Impairment 19,520 - . 19,520
Eliminated on Disposal (621) . . 621)
At31 December 2018 . 59979 T 24061 T 1914 85954
Net Book Value ' -
At 31 December 2018 ' : 104,247 - 3 104,574
At_3! December 2017 79,787 - 146 * 79,933

Im pairment

- The Company has material long-lived assets that are assessed or tested for indicators of impairment at each
reporting date in accordance with the Company's accounting policy as disclosed in note 2. The Company makes
judgements and estimates in considering whethér the carrymg amounts of these assets or cash generating units
(CGUs) are recoverable. .

The re-plant project is progressing well with capex spend remaining as expected and within budget. The project
is due for completion in Q2 2019. During the ‘year end impairment process, an impairment charge of
£19,520,000 has been booked, predominantly due to the deterioration in the forward spark spread curve. The
level of impairment charge recorded could change due to future changes in the spark spread curve. ‘

Capitalised interest
‘During the year £3,533,000 (2017: £nil) of finance costs were capxtahsed into power station assets
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Centrica KL Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

13 Trade and other recgi&ables

2018 2017
Current. Current
, ‘ £000 - £000
Prepayments/accrued income 271 59
Value Added Tax . : e o 462 238
N S 733 297
14 Tnventories
' 2018 2017
' . £000 . £000
Strategic spares and consumables ' o : 1,051 -
There is no significant difference between the replacement cost of inventories and their carrying amounts
15 Other financial assets
‘ 2018 2017
. £000 £000
"Derivatives used for hedging i 52 393
16 Trade and other payables _
2018 v 2017
Current Non-current Current Non-current
‘ £000 £ 000 £000 £000
Trade payables ' 781 - 463 -
Accrued expenses : 8,229 - 22,528 -
Amounts owed to Group
undertakings _ 106,438 - 44,093 -
Obligations under intra-Group ' _
finance lease T .~ T 3671 ' 325 . _ﬂ,,__4016
” 115,793 3,671 67,409 4,016

The amounts owed to Group undertakings have been presented on a net basis as there is a right of offset against
certain amounts. Included within the amounts owed to Group undertakings disclosed above is £107,685,000
(2017: £43,419,000) that bears interest at a quarterly rate determined by Group Treasury and linked to the Group
cost of funds. The quarterly rates ranged between 3.72 and 4.13% per annum during 2018 (2017: 3.66 and
3.86%). Also included in amounts owed to Group undertakings is a receivable of £1,247,000 (2017: payable of

£674,000) which is unsecured and repayable on demand.
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Centrica KL Limited -

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

16 Trade and other payables (continued)

Obligations under intra-group finance leases . : 2018 2017 !
T ' ‘ £ 000 £ 000
" Not later than | year o 345 > 325
Between 2 and 5 years o o 1L612 1,517
Later than S years . ‘ 4 2 059 2,499
' _ R T T v 7T
The obligations under intra-group finance leases relate to the fixed plant and buildings..
~ 17 Other financial liabilities . '
‘ v - : 2018 - 2017
’ Current * Current
A £000 - £000
Derivative financial instruments (728) (378)
18 Provisions for other liabilities and charges
' ’ Decommissioning
o ) £ 000
At | January 2018 . - . 2,128
Additions and revisions ' ’ o ©198
Accretion of interest o o ' I
At31 December 2018 | a , 2,351

Decommissioning provision - ‘ :
The payment dates of total expected future decommissioning costs of the existing power station are uncertain
and dependent on the lives of the facilities, but is currently anticipated to be mcurred in 2037. The
decommissioning costs represent an independent valuer's (WSP's) best esnmate

A}

19 Called up share capital

Allotted, called up and fully paid shares i .
' 2018 2017
No. £ No. £

Ordinary Shares of £1 each ‘ 2 2 . 2 2

Other reserves
Other reserves relates to urirealised gains/losses on cashﬂow hedges.

S
20 Commitments and contingencies

. Leases as Jessee
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Notes to the Financial Statements for the Year Ended 31 Décember 2018 (éohtinued)

i

20 Commitments and contingencies (continued)

At 31 December 2018, the Company had annual commitments under non-cancellable operating leases with the .

following maturity:

2018 © 2017
: £ 000 . £000
In-over five years ' 518 518

The amount of non-cancellable operating lease payments recognised as an expense during the year as cost of
sales was £518,000 (2017: £518,000)

" Capital commitments

21

The total amount contracted for but not provnded in the ﬁnancnal statements relatmg to the King's Lynn Replant
Project was £11,025,000 (2017: £49,920,000). _

Financial instruments at fair value

Detel;mination of fair values and fair value hierarchy .

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 SIgmﬁcant inputs .that may be directly observable mputs or
unobservable inputs that are corroborated by market data.

* Level 3: Fair value is determined using significant unobservable mputs ‘that are not corroborated by market
data and may be used with internally developed methodologies that result in managements’ best estimate of fair
value.
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Centrica KL Limited

Notes to the Financial Statements for the Year Ended 3 l‘December 2018 (cbntinued)

Financial instruments at fair value (continued)

Financial instruments carried at fair value

Foreign exchange derivatives .
Total financial assets at fair value through profit or loss
Total financial liabilities at fair value through profit or loss

‘ “Total financial instruments at fair value

22

Financial instruments carried at fair value

Fdreign exchange derivatives
Total financial assets at fair value through profit or loss
Total financial liabilities at fair value through profit or loss

Total financial instruments at fair value '

2018 Fair value
Fair value and hierarchy
carrying value Level 2
£ 000 £000
52 52
(728) (728)
T (676) (676)
2017 Fair value
Fair value and hierarchy
carrying value Level 2
£000 £000
393 393
(378) . (378)
K 15 -

There were no material transfers during the financial year between Level | and Level 2.

Valuation techniques used to derive Level 2 and 3 fair values and valuation process
Level 2 foreign exchange derivatives comprise forward foreign exchange contracts which are fair valued using

forward exchange rates that are quoted in an active market.

Parent and ultimate parent undertaking

The immediate parent undertakihg is GB Gas Holdings Limited, a company registered in England and Wales.

The ultimate. parent undetaking and controlling party is Centrica plc, a company registered in England and
Wales, which is the only company to include these financial statements in its consolidated financial statements.
Copies of the Centrica plc consolidated financial statements may be obtained from www.centrica.com.

The address of Centrica plc is Millstream, Maidenhead Road, Windsor, Berkshire SL4 5GD.’
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