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SEVERN POWER LIMITED

'STRATEGIC REPORT

INTRODUCTION

The directors of Severn Power Limited ("the Company") present their Strateglc Report for the year ended 31 March
2019. :

The Company has presented its ﬁnancral statements under Financial Reporting Standard 102 (FRS 102) The
Company is regrstered in England and Wales .

PRINCIPAL ACTIVITY

The principal activity of Severn Power Limited during the year was the operation‘ of a gas-fired power station at
Newport, South Wales. It w1ll continue w1th this activity for the foreseeable future.

The Company has an energy management service agreement with Macquarie Bank lelted (“MBL”) through Wthh
it trades in.the energy markets (the “Energy Management Service Agreement”). '

The Company has an advisory services agreement (the “Advisory Services Agreement”) with MPF Holdings Limited,

the ultimate parent of the Company and head of the largest group of companies of which the Company is a member .-

(the “MPF Group”). Pursuant to the terms of the Advisory Services Agreement, the Company pays a fee to MPF
. Holdings Limited in return for certain advisory services.

The Company has a third party agreement for the operation and maintenance (“O&M’-’) of the power station.

BUSINESS REVIEW
Health, Safety and Environmental
Health and Safety (“H&S”) has and will continue to be of utmost importance to the Group, its directors and staff.

The directors are happy to report that H&S continued to be excellent w1th no lost time accidents, a low level of near
mlsses and a high level of management and staff safety walks. :

The Group s excellent environmental record continued with no breaches during the year. -
Financial Performance .

The loss for the year, before taxation, amounted to £91,683, 000 (2018 loss of £4l 522 ,000) and, aﬁer taxatron
amounted to a loss of £92,021,000 (2018: loss of £41,691 ,000).

~ During the year the Calon Energy group of companies made a loss for the year which triggered an impairment event.
As a result, an impairment of £50,700,000 (2018: nil) against the fixed asset value has been recognised in the
Company. During the year £5,701,000 (2018: £2,755,000) against the amount due from Baglan Operations L1m1ted
was recognised in the Company. .

_ Plant availability continues to be excellent at 94% (2018: 94%) Generatron was lower compared to the prior year
despite the increase in CTSS This is as a result of larger fluctuations in market prices which flexible CCGT’s are able
to capture

The year saw a £8,075,000 increase inthe Company’s Capacity Market income. During the year the Capacity Market ’
was suspended, however it was reinstated after the year end with monies being received during January 2020. Thrs :
accrued income is.included in debtors at the year end (see note 10). . :

'At the year-end the Company had net liabilities of £197,527,000 (2018: of £105,506 000)

The Company operates'as part of the Calon Energy Limited group (“the Group”). The Group’s results are considered
.as a whole, and details of the performance can be found in the consohdated group financial statements prepared by
Cilon Energy Limited.



- SEVERN POWER LIMITED
STRATEGIC REPORT (continued)

FUTURE OUTLOOK

Market conditions for the coming year are expected to |mprove over those seen in the past 12 to 18 months. The
industry continues to change, with the earlier than expected closure of a number of coal stations, continued uncertainty
around the UK nuclear fleet, and the growth of low marginal cost renewable generation. These factors will reduce
supply overall and are likely to increase the volatility of the spark spreads, which efficient and flexible plants such as
Calon can capture. :

The Capacity Market was successfully reinstated during November 2019, and the contracted clearing prices over the
next few years are set to increase which will provide the business with a strong fixed income source. In addition the
. directors and management team are continually looking at ways to optimise the cost base to help the financial

performance of the business. .

" The Dlrectors have maintenance plans in place Wthh will help ensure that the Plant’s exceilent avallablhty continues.

The busmess still faces a number of areas of uncertainty such as those detalled in.the principal risks and uncertainties
section below. o ’

The directors have reviewed the impact of Brexit on the longer-term outlook of the business. The directors consider
that at this stage it is difficult to anticipate the long-term consequences, given the uncertainties over the terms of the
UK’s departure from the European Union. The directors believe that the impact of Brexit is most likely to be broadly
neutral to the power industry as a whole and also to the Company. The directors will continue to assess this.as a

" business risk as Brexit discussions develop and -will monitor changes in fuel prices, changes in forelgn currency
exchange rates, CO2 prices and other factors which could affect price curves.

PRINCIPAL RISKS AND UNCERTAINTIES

The management of the Company and ‘the executlon of the Company’s strategy are subject to risks typically
associated with the operation of a power plant in the UK. The key. business risks and uncertainties affecting the
Company and other. power plants in the UK market include volatlhty within the UK and European energy
markets, health and safety and plant availability. . .

Health and Safety risk

The Health and Safety (“H&S”) of all‘employees, contractors and visitors who attend the site is a key risk for the
Company. To mitigate this risk the Company staff attend regular H&S updates provided by the O&M providers.
H&S KPIs are key statistics managed by the senior staff. Feedback systems and other H&S initiatives are used to

Plant operational risk

Forced outages at the Company’s power stations can have a significant impact on the Company and can be caused

- by asset failure. This risk is mitigated by extensive maintenance programmes in partnership with the O&M
providers at the plant to ensure potential risks are highlighted and managed appropriately. Strategic spare parts are
also maintained on site to ensure short lead times should a key component fail.

 Market risk

Market risk, the fluctuation in the prices of electricity, gas and carbon which directly impact the gross margin at the
operating company of Severn Power, is managed through the use of commodity hedge contracts which mitigate
any downward movements in the market price. Management actively manages other market risks through daily
trading calls which ensures it responds quickly to changing market conditions. o



SEVERN POWER LIMITED

STRATEGIC REPORT (continued) _

KEY PERFORMANCE INDICATORS

The main objectives of the Company are to maintain an exémpléry Health and Safety record and to .increase its ~
generation of electricity sales whilst improving ‘margin through increased operational efficiency and control of
overhead costs KPIs are discussed in more detail in the business review section. :

Year ended
31 March
2019
Plant availability ©94%
Captured clean " tax spark = 11.23
_ spread (CTSS) :
" Days without Lost Time 486
Accident '
Generation (TWh) . 27

Approved by the Board of Directors
and signed on behalf of the Board

s

G Parsons
Director o ‘
Date: 20O 3%—3 Loro

: Year ended .
31 March

2018

94%

9.63

121

3.9

Definition, method of calculation

The actual availability of the plant compared
to its maximum avallablllty .

Power minus gas and carbon costs (mc]udmg

* tax) divided by generation.

The number of days at the power station since
the last accident that required an employee or,
contractor to be off work for a period greater
than 24 hours.

Generation (from Balancing Mechanism
(“BM”) Reports) for the station shown in
Terra Watt Hour (“TWh”). '



SEVERN POWER LIMITED

DIRECTORS’ REPORT

The directors present their annual report and the audited financial statements for the year ended 31 March 2019. .

DIRECTORS
The directors who held office thfoughout the year and subs'equ_ently were as follows:

G Parsons

E Metcalfe

M Higginbotham
K McCullough

I Otero-Novas

DIRECTORS’ INDEMNITIES

" The Company has made quahfymg third party indemnity provisions for the benefit of its directors which were made
during the year and remain in force at the date of this report. : :

' DIVIDENDS :

The directors can not reoommend the payment of a_divtdend (2018: £nil).

FUTURE OUTLOOK AND USE OF EINANCIAL INSTRUMENTS

Details of the Company s future outlook and use of ﬁnancnal instruments are dlsclosed in the Strateglc Report

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
Objectives and polzczes :

The Company s operations expose it to a varlety of ﬂnanCIaI risks that include the effects of price nsk liquidity risk,

interest rate risk and cash flow risk. The Company has in place a risk management programme that seeks to limit the

adverse-effects on the financial performance of the Company by monitoring levels of debt fmance and the relatcd
- finance costs. :

Given the size of the Company and being part of a Iarger group with group-wide policies and risk management
procedures, the directors have not delegated the respon51b1hty of monitoring ﬁnancml risk management to a sub-
committee of the board.

Market and price risk

The fluctuations in the prices of electr1c1ty gas and carbon which dlrectly impact the gross margin at the operatlng'
companies of Sutton Bridge Power Generation, Baglan Operations Limited'and Severn Power Limited, are managed
through the use of commodity forward hedging contracts which mitigate movements in market prices. Management
' actively manages other market risks through daily tradmg activities which ensures it respond’s quickly to changing
market conditions. . :

Liquidity and cash flow risk

The seasonal nature of our business has an impact on our liquidity. This risk is mltlgated by mamtammg ‘sufficient
cash and credit fac111t1es to meet ﬂuctuatlons as they arise.

GOING CONCERN

The company is a wholly-owned subsidiary within the MPF Holdings group of compames which is. headed by MPF
Holdings Limited. As a result of this, the company's financial outlook is heavily influenced by the group and the
consnderatlons set out below are relevant to both the Group and the company. )

To assess the ability of Calon Energy Limited (“Group”), being part of the MPF Holdmgs group, to continue as a -
going concern, the directors have prepared a business plan and cash flow forecast for the period to-31 March 2021
which, together, repréesent the dlrectors best estimate of the future development of the Group .



SEVERN POWER LIMITED

DIRECTORS’ REPORT (continued) °

GOING CONCERN

. During the course of 2019, the directors conducted a sales process to dispose of the shares of the Group. However,
during that period, several external factors such as uncertainty around the UK’s exit from the EU and the suspension
of the UK Capacity Market adversely affected the efficiency and deliverability of the sale process. As a result, the
directors concluded that continuing with the process, in the absence of the anticipated resolution of the afore mentioned
uncertainties was not in the best interests of the Group. Instead any sale should be postponed until stable market
conditions have resumed. This change in strategy meant that a solution to medium-term funding for the business had
not been agreed in advance given the previously held assumption, held by all stakeholders, that the shares of the Group
would have been sold by the end of 2019. Therefore, at the date of these financial statements, discussions have been "
commenced with the Group’s stakeholders (namely lenders and shareholders) in order to put in place support to meet
" the Group’s medlum-term cash requirements. -

The directors’ cash flow forecast includes an assumption that further support will need to be provided within the next

- - 12 months. Whilst the company may require short term support at various stages in-the trading cycle (the quantification

of which will depend on-the Group’s trading over the course of the next 12 months), the stakeholders are also
considering the parameters of a longer term financing solution which would ensure that the Group has robust financial
- resources for the longer term. Having consulted with stakeholders, the directors consider that the Group has a realistic
‘prospect of securmg the addltlonal support that will be required.

However the negotiations are at an early stage and there remains uncertainty on the exact nature, timing and source
of this support, thus giving rise'to a risk that the required level of new support will not be received in the necessary
timescales or at all. This constitutes a material uncertainty. As a consequence, there is a material uncertainty related
to the assumptions described above which may cast significant doubt on the Group and Company’s ability to continue
as a going concern and, therefore, it may be unable to realise its assets and discharge its liabilities in the normal course
of business.. The financial statements do not include the adjustments that would result if the Group or Company were
unable to continue as a going concern. In the event the Group.and Company ceased to be a going concern, the
adjustments would include wntmg down the carrying value of assets, to their recoverable amount and providing for
any further liabilities that might arise.

Notwnthstandmg the material uncertainties descrlbed above, on the basis of sensitivities applied to the cash flow
forecast and that further support can be agreed in the relevant timescale, the directors have a reasonable expectation
that the company can continue to meet its liabilities as they fall due, for a period of at least 12 months from the date
of approval of this report. .

AUDITOR
Each of the persons who is a director at the date of approval of this annual report confirms that:

o 5o far as the director i is aware, there is no relevant audit information of which the Company’s auditor is
’ unaware; and

e the director has' taken all the steps that he/she-ought to have taken as a director in order to make
himself/herself aware of any relevant audit information and to establlsh that the Company’s audltor is'aware
of that information. :

This confirmation is glven and should be interpreted in accordance w1th the provisions of s418 of the Companies Act
2006.

Deloitte LLP have expressed their willingness to continue in office as auditor and a resolution to reappomt them as
auditor will be proposed at the forthcoming Annual General Meetmg

The shareholder has approved the financial statements being prepare'd under the reduced disclosures framework.

Approved by the Board of Directors
and signed on behalf of the Board

G Parsons

Director

Date: '—b'c') 'So-«w\a "‘—O'La.



SEVERN POWER LIMITED

\

DIRECTORS’ RESPONSIBILITIES STATEMENT

The dlrectors are responsnble for preparing the Annual Report and the financial statements in accordance with
. applicable law and regulations. - :

_Company law requires the directors to prepare. financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
.Accounting Practice (United Kingdom Accounting Standards and applicable law), including FRS 102 “The Financial

Reporting Standard applicable in the UK and Republic of Ireland”. 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 f nancial statements; the directors
are required to: . )

e select suitable accounting policies and then apply them consistently;
. make Judgements and accountmg estimates that are reasonable and prudent

e state whether applicable UK accounting Standards have been followed sub_;ect to any material departures
disclosed and explained in the financial statements; and

e  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 respon51ble for keeping adequate accounting records that are sufficient to show and explain the
Company’s transactions and disclose with.reasonable accuracy at any time the financial position of the Company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible
for safeguarding the assets of the Company and hence for taking reasonab]e steps for the prevention and detection of |
fraud and other 1rregular1t1es



. INDEPENDENT AUDITOR’S REPORT TO THE N[EMBER OF
SEVERN POWER LIMITED '

“Report on the audit of the financial statements

Opinion

In our opinion the financial statements of Sevem Power Limited (the ‘Company"):

e give atrue and fair view of the state of the Company s affairs as at 31 March 2019 and of i its loss for the year

then ended;

e have been properly prepared in accordance.with United Kingdom Generally Accepted Accounting Practice
including Financial Reporting ‘Standard 102 “The Financial Reporting Standard app]rcable in the UK and
Repubhc of Ireland”; and

e have been prepared in accordance with the requirements of the Companies Act 2006.
We have audited the financial statements which comprise:

o the statement of income and retained earnings, mcorporatmg the profit and loss account;
o the statement of financial position; and .
. o therelated notes 1 to 18.

The financial repomng framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 102 “The Financial Reporting Standard appllcable in
the UK and Republlc of Ire]and” (United Kingdom Generally Accepted Accountmg Practrce)

Basis for opinion

* We conducted our audit in accordance with International Standards on Aud1t1ng aJK) (ISAs (UK)) and applrcable
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 (the “FRC’s Ethical Standard”), and we
have fulfilled our other ethical responsibilities in accordance with these requlrements We believe that the audlt
‘evidence we have obtained is sufficient and approprlate to provide a basis for our opinion.

Material uncertainty related to going concern

We draw attention to note 1 in the financial statements, which indicates that access to further support may be necessary
to meet the Group’s cash requirements. Discussions remain ongoing between the Group’s stakeholders with a view to
agreeing the terms for such support to be provided. The Company is a wholly-owned subsidiary within the Calon
Energy group of companies (Group) which is headed by MPF Holdings Limited. As stated in note 1, these events or
conditions, along with the other matters as set forth in note 1 to the financial statements, indicate that a material
uncertainty exists that may cast significant doubt on the company s ability to contmue as a going concern. Our opinion
is not modified in respect of this matter. .



INDEPENDENT AUDITOR’S REPORT TO THE MEMBER OF
SEVERN POWER LIMITED (contmued)

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. 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 assurancc conclusion thereon .

_In connection with our audit of the financial statements .our responsibility is to.read the other. mformatlon 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 material misstatement of thlS other information, we are required to report..
that fact.

We have nothmg to report in respect of these matters.

Responsibilities of directors . _ ) ‘ o ’

" 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 ﬁnancnal statements that are free from material

_misstatement, whether due to fraud or error.

In preparmg the financial statements, the d1rectors are responsnble for assessing the Company’s ability to continue as -
a going concern, disclosing, as applicable, matters 'related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the Company or to cease operatlons or have no realistic
altematlve but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatemenf, 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 fi nancral statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reportmg Council’s website at: www.frc.org. uk/audntorsresponsnbrlmes This descrrptlon forms part of our auditor’s
report .



INDEPENDENT AUDITOR’S REPORT TO THE MEMBER OF
SEVERN POWER LIMITED (continued)

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:

s the information given in the strategic report and the directors’ report for the financial year for whlch the -
financial statements are prepared is consistent with the financial statements; and

o the strategic report and the directors’ report have been prepared in accordance with appllcab]e 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 réquired 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 recelved :
: from branches not visited by us; or .

e the financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or -
e we have not received all the mformatlon and explanatlons we requlre for our audlt

We have nothmg to report in respect of these matters.

" Use of our report

. This report is made solely to the Company’s member in accordance with Chapter 3 of Part 16 of the Companies Act
2006. Our audit work has been undertaken so that we might state to the Company’s member those matters we are
required to state to it in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not

~ accept or assume responsibility to anyone other than the Company and the Company’ s member, for our audit work,
for this report or for the opinions we have formed. - :

Andrew Woodhead (Semor statutory audltor)
for and on behalf of Deloitte LLP

Statutory Auditor .
Cardiff, United Kingdom

Date:"B.\ .(BM "Lo’LO
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' SEVERN POWER LIMITED

STATEMENT OF INCOME AND RETAINED EARNINGS IN CORPORATING THE

- PROFIT AND LOSS ACCOUNT
_For the year ended 31 March 2019

Note -

2019

. 2018
£000 . £000
PROFIT AND LOSS ACCOUNT i
TURNOVER ' ' 2 164,518 - 203,300
Cost of sales (165,040)  (199,477)
GROSS (LOSS)/PROFIT (522) 3823
" Administrative expenses , (6,085)  (10,639)
Impairment charge 5 (56,401) (2,755)
OPERATING LOSS (63,008)  (9,571)
Fair value gain/(loss) on derivative o - 15 - 5,107 ' V(147)
instruments : X : . 4 . - ,
*-Finance costs (net) 6 (33,782) (31,804)
LOSS BEFORE TAXATION 3 (91,683)  (41,522)
Tax on loss ' 7 (338) (169) -
LOSS FOR THE FINANCIAL YEAR (92,021)  (41,691)
Retained loss at 1 April (395,506)  (353,815)
Loss for the year. (92,021) (41,691)
Retained loss at 31 March (487,527)

©(395,506)

"~ Allactivities derive from continuing operations.

There was no comprehensive income or expense in.either period other than the loss for the: current year and the

_ preceding year -Accordingly, no statement of total comprehensive income has been presented: |

11



- SEVERN POWER LIMITED

STATEMENT OF FINANCIAL POSITION
“Asat31 March 2019

Note

NET CURRENT ASSETS :
Tangible fixed assets . . . 8
- Investments ' _ ' : o 9 .
CURRENT ASSETS
. Debtors: amounts falling due within one year ' , 10
Cash at bank and in hand
CREDITORS: amounts falling due N
within one year . . . 11
NET CURRENT LIABILITIES
TOTAL ASSETS LESS CURRENT LIABILITIES -
CREDITORS: amounts falling due after more than
" one year ’ - 12
PROVISIONS FOR LTAB!LITIES 13
NET LIABILITIES
CAPITAL AND RESERVES ‘ o
Called-up share capital ) E : 14
Profit and loss account ' 14
SHAREHOLDER’S DEFICIT

2018

2019
£000 £000
243392 303,084
7,000 7,000
250,392 . -310,084
40,234 17,061
8,146 16,417
48,380 33,478
(207,896)  (167,412) -
(159,516)  (133,934)
190876 176,150
(281,366)  (278,306) .
(7,037) (3,350)
(197,527)  (105,506)
290,000 . 290,000
(487,527) (395,506
(197,527).  (105,506)

The ﬂnanmal statements of Severn Power L1m1ted reglstered number 05392552, were approved by the Board of

* Directors and authorised for issue on 28 January 2020.
!

Signed on behalf of the Board of Directors

G Parsons

Director

12



SEVERN POWER LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2019

1. ACCOUNTING POLICIES

The principal accounting policies are summansed below They have all been apphed consistently throughout
the year and the precedmg year.

General information and basis of aocounting

Severn Power Limited is a private Company limited by shares incorporated in the United Kingdom under the
Companies Act 2006 and is registered in England and Wales. The address of the reglstered office is given on
page 1. The nature of the Company’s operations and its principal actlvmes are set-out in the Strategic Report
on pages 2 to 4. : :

The ﬁnanmal statements are prepared under the historical cost conventlon modlf ed to include certam items at
fair value, and in accordance with Financial Reportmg Standard 102 (FRS 102) issued by the Financial.
Reporting Council.

The functional currency of the Company is COHSldeer to be pounds sterling because that is the currency of the
primary economic environment in which the Company operates.

- A single statement of income and retamed earnings has been prepared in place of the statement of
comprehensive income and statement of changes in equity, as the only changes to reserves during the year arise
from the loss for the year. :

Severn Power Limited meets the deﬂnmon of a quallfylng entity under FRS 102 and has therefore taken
advantage of the disclosure exemptions available to it in respect of its financial statemients. Exemptions have
been taken'in relation to the presentation of a cash flow statement, key management personnel and financial .
instruments.

Consolidation

The Company is exempt from preparing consolidated financial statements as it is a wholly-owned subsidiary
of Calon Energy Limited. Calon Energy Limited prepares consolidated financial statements which include the
results of the Company and are publicly available from the address given on page 1.

Going concern

The company is a wholly-owned subsidiary within the MPF Holdings group of companies which is headed by
MPF Holdings Limited. As a result of this, the company's financial outlook is heavily influenced by the group
and the considerations set out below are relevant to both the Group and the company.

To assess the ability of Calon Energy Limited (“Group”), being part of the MPF Holdings group, to continue
as a going concern, the directors have prepared a business plan and cash flow forecast for the period to 31
March 2021 which, together, represent the directors’ best estimate of the future development of the Group.

During the course of 2019, the directors conducted a sales process to dispose.of the shares of the Group.
However, during that period, several external factors such as uncertainty around the UK’s exit from the EU
. and the suspension of the UK Capacity Market adversely affected the efficiency and deliverability of the sale
process. As a result, the directors concluded that continuing with the process, in the absence of the anticipated
resolution of the afore mentioned uncertainties was not in-the best interests of the Group. Instead any sale
should be postponed until stable market conditions have resumed. This change in strategy meant that a solution
to medium-term funding for the business had not been agreed in advance given the previously held assumption,
held by all stakeholders, that the shares of the Group would have been sold by the end of 2019. Therefore, at
the date of these financial statements, discussions have been commenced with the Group’s stakeholders
(namely lenders and shareholders) i in order to put in place support to meet the Group’s medium-term cash
requirements. »

The directors’ cash flow forecast includes an assumption that further support will need to be provided within

the next 12 months. Whilst the company may require short term support at various stages in the trading cycle

(the quantification of which will depend on the Group’s trading over the course of the next 12 months), the

stakeholders are also considering the parameters of a longer term financing solution which would ensure that

the Group has robust financial resources for the longer term. Having consulted with stakeholders, the directors
- consider that the Group has a realistic prospect of securing the additional support that will be required.

13



_ SEVERN POWER LIMITED

- NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 March 2019

1. ACCOUNTING POLICIES (continued)
Going concern (continued)

However, the negotiations are at an early-stage and there remains uncertainty on the exact nature, timing and
source of this support, thus giving rise to a risk that the required level of-new support will not be received in
.the necessary timescales or at all. This constitutes a material uncertainty. As a consequénce, there is a material
uncertainty related to the assumptions described above which may. cast significant doubt on the Group and
Company’s ability to continué as a going concern and, therefore, it may be unable to realise its assets and
discharge its liabilities in the normal course of business. The financial statements do not include the
* adjustments that would result if the Group or Company were unable to continue as a going concern. In the
event the Group and Company ceased to be a going concern, the adjustments would include writing down the
carrying value of assets, to their recoverable amount and providing for any further liabilities that might arise.

Notwithstanding the material uncertainties described above, on the basis of sensitivities applied to the cash
flow forecast and that further support can be agreed in the relevant timescale, the directors have a reasonable
expectation that the company can continue to meet its liabilities as they fall due, for a perlod of at least 12
months from the date of approval of this report. .

EU Emissions trading scheme . .

The Company recognises its free emissions allowances received under the National Allocation Plan at nil cost. -
A liability is recognised when the.level of emissions exceeds the level of allowances granted. The liability is

" measured at the cost of purchased allowances up to the level of purchased allowances held, and then at market
price of allowances ruling at the statement of financial position date. Certificates are surrendered at the end of
the compllance period reflecting the consumptlon of economic benefit.

Turnover

Turnover represents amounts receivable for generating electricity, net of Value Added Tax. Income is
recognised when it is probable that the benefits from the transaction will be received by the Company and can
be reliably quantified. :

"Where specific services are invoiced after the service has been provnded then the turnover w1ll be accrued as
accrued income, and recognised as the service is provided.

All revenue is generated from one lme of business and from one geographical location.
Tangible fixed assets A ‘

Tangible fixed assets are included on the statement of financial position at h1stor1ca] cost, less accumulated

depreciation-and provision for impairment. Cost includes the original purchase price of the asset and the costs

attributable to bringing the asset to its working condition for its intended use. Interest relating to borrowings to
- fund specific assets is also capitalised as part of the cost of the asset during the period of construction.

Subsequent expenditure in respect of items of tangible fixed assets such as the replacement of majér parts and
major inspections are capitalised as part of the cost of the related asset where it is probable that future economic
benefits will arise and the cost can be reliably measured. All other subsequent expenditure, including the costs
of day-to day maintenance, is expensed as incurred.’

Capltallsatlon begins when expendlture for the asset is bemg incurred and activities that are necessary to -
prepare the asset for use are in progress. Capitalisation ceases when substantially all the activities necessary to
prepare the asset for use are complete. Depreciation commences at the point of commercial deployment. No
depreciation is charged on assets under construction. S :

Depreciation is provided on all tangible fixed assets, at rates calculated to write off the cost, less estimated »
residual value, of each asset evenly over its expected useful life, as follows: - :

Decommlssmnmg asset 30 years
Plant and machinery - . 3- 30 years
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SEVERN POWER LIMITED

NOTES TO THE FINAN CIAL STATEMENTS (contmued)
-For the year ended 31 March 2019 '

L.

ACCOUNTING POLICIES (continued)
Impalrment of assets

Assets, other than those measured at fair value, are assessed for indicators of impairment at each statement of

" financial position date. If there is objective evidence of impairment, an impairment loss i$ recognised in the -

statement of incomc and retained earnings.as described below:
Non-financial assets '

An asset is impaired where there is objective evidence that, as a result of one or more events that occurred after
1n1t1al recogmtlon the estimated recoverable value of the asset has been reduced. The recoverable amount of
an asset is the higher of its fair value less costs to sell and its value in use. The recoverable amount is calculated
based on the directors’ best estimate of the present value of the future cash ﬂows of the business.

Financial assets

For financial assets carried at cost less impairment, the impairment loss is the difference between the asset’s
carrying amount and the best estimate of the amount that would be recelved for the asset 1f it were to be sold
at the reportmg date. : .

[nvestments
Investments held as fixed assets are shown at cost less provision for impairment.
Finance costs

Finance costs of debt are recognised in the statement of income and retained eammgs over the remammg term
of such mstruments, ata constant rate on the carrying amount.

Provisions

~Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a

past event, it is probable that an outflow of resources embodying economic.benefits will be required to settle
the obligation and a reliable-estimate can be made of the amount of the obligation. If the effect of the time
value of money is material, provisions are determined by discounting the expected future cash flows at a pre-
tax rate that reflects current market assessments of the time value of money and, where appropriate, the rlsks ‘
specxf ic to the liability. .

Leasing and hire purchase

Assets held under finance leases, which are leases where substantially all the risks and rewards of ownership
of the asset have passed to the C ompany, are capitalised in the statement of financial position as tangible
fixed assets and are depreciated over the shorter of the lease term and their useful lives. The capital elements
of future obligations under the leases are included as liabilities in the statement of financial position. The
interest element of the rental obligation is charged to the statement of income and retained earnings over the
period of the lease and represents a constant proportion of the balance of capital repayments outstanding.

~ Assets held under hire purchase agreements are capitalised as tangible fixed assets and are depreciated over

the shorter of the lease term and their useful lives. The capital element of future finance payments is included
within creditors. Finance charges are allocated to accounting periods over the length of the contract and
represent a constant proportion of the balance of capital repaymentsoutstanding. '

Taxation

Current tax, including UK corporation 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 statement of financial position date.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the
statement of financial position date where transactions or events that result in an obligation to pay more or.a .
right to pay less tax in the future have occurred at the statement of financial position date. Timing differences
are differences between the Company’s taxable profits and its results as stated in the financial statements that
arise from the inclusion of gains and losses in tax assessments in perlods different from those in which they
are recognised in the financial statements. :
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SEVERN POWER LIMITED -

NOTES TO THE FINANCIAL STATEMENTS (contmued)
For the year ended 31 March 2019

1. ACCOUNTING POLICIES (continued)
‘Taxation (continued) '

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that, on the basis of all
available evidence, it can be regarded as more likely than not that there will be suitable taxable profits from
which the future reversal of the underlying timing differences can be deducted.

Deferred tax is measured using the tax rates and laws that have been enacted or substantively enacted by the '
statement of financial position date that are expected to apply to the reversal of the timing difference.

Current tax assets and liabilities are offset only when there is a legally enforceable right to set.off the amounts
and the Group intends either to settle on a net basis or to realise the asset and settle the liability simultaneously.

Foreign exchange

Transactions in foreign currencies are recorded at the rate of exchange at the date of the transaction or, if
hedged, at thé forward contract rate. Monetary assets and liabilities denominated in foreign currencies at the
statement of financial position date are reported at the rates of exchange prevarlmg at that date or, if approprrate

at the forward contract rate. . .

Borrowmg costs

Borrowing costs which are directly attributable to the construction of tangible fixed assets are capltahsed as
- part of the cost of those assets. The commencement_ of capitalisation begins when both finance costs and
expendltures for the asset are being incurred-and activities that are necessary to get the asset ready for use are
~*in progress. Capitalisation ceases when substantlal]y all the actlvmes that are necessary to get the. asset ready
for use are complete
Decommissioning costs . ' g
\
Provision is made for the net present value of the estimated cost of decommissioning the power station at -
the end of its useful life (estimated 30 years), based on expected price levels and technology at the
statement of financial position date. Changes in these estimates and changes to the discount rates are dealt
with prospectively. To reflect the Company's expectation to future economic benefits, a decommissioning
asset is recognised as a tangible fixed asset. The decommissioning asset is amortised on a straight-line basis
* over the useful economic life of the faclhty The unwinding of the discount on the provrslon is mcluded in the
. Sstatement of income and retamed earnings as an'interest expense.

Financial instruments
Derivative financial instruments

The Company uses derivative financial instruments to reduce exposure to foreign exchange risk and commodity :
price movements. The Company does not hold or 1ssue derivative f'mancral instruments for speculative purposes.

Derivatives are initially recognised at fair value at the date a derivative contract is entered into and are .

subsequently remeasured to their fair value at each reporting date. The resultrng gain of loss is recognised in
profit or loss immediately unless the derivative is designed and effective as a hedging instrument, in which event
the timing of the recognition in profi t or loss depends on the nature of the hedge relationship.

Fair value measurement

The best evidence of fair value is a quoted price for an identical asset in an active market. When quoted prices
are unavailable, the price of a recent transaction for an identical asset provides evidence of fair value as long

. as there has not been a significant change in-economic circumstances or a significant lapse of time since the
transaction took place. If the market is not active and recent transactions of an identical asset on their own are
not a good estimate of fair value, an entity estimates the fair value by using a valuation technique.

Financial assets

Basic ﬁnancna] assets, including trade. and other recelvab]es cash and bank balances are 1n1t1ally recognised at
transaction price.

-Financial assets are derecognised when substantlally all the risks and rewards of the ownershlp of the asset are
- transferred to another party.
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SEVERN POWER LIMITED

NOTES TO THE FINANCIAL STATEMENTS (éontinued) 4
For the year ended 31 March 2019

1.

ACCOUNTING POLICIES (continued)
Financial liabilities ‘

Basic financial liabilities, mcludmg trade and other payables, bank loans and loans from fellow Group

- companies and are initially recognised at transactlon price.

Debt is initially stated at the amount of the net proceeds after deduction of issue costs. The carrying amount is
increased by the finance cost in respect of the accOunting period and reduced by payments made in the period.

Financial liabilities are derecognised when the liability is extmgu1shed that is when the contractual obllgat:on
is dlscharged cancelled.or expires.

Critical accountmg judgements and key sources of estimation uncertainty

In the application of the Company’s accounting policies, which are described 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 are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting’estimates ‘
are recognised in the period in which the estimate is revised if the revision affects only that period, or in the
period of the revision and future perlods if the revision affects both current and future periods.

Critical judgements in applymg the Company s accounting policies o

. The following are the critical judgements that the directors have made in the process of applying the Company’s

accounting policies and that have the most sngmﬁcant effect on the amount recognised in the financial
statements.

Critical judgements — impairment assumptions

An estimation is required of the value in use of the cash-generating unit to which the fixed assets belong. The

value in use pre-tax cash flow projections are based on the Group’s business plan. The business plan is based
on past experiences, and adjusted to reflect market trends, economic conditions, key risks, the implementation
of strategic objectives and changes in commodity prices; as appropriate. Commodlty prices used in the planning
process are based on observable market data. In completing the impairment review the directors have satisfied
themselves that the estimates made are reasonable. However, the Group’s activities are in a complex market
and historically challenging conditions, and a number of sensitivities indicate further impairments, highlighting
the importance of those judgements taken.

Crmcal judgements — going concern

In order to assess. whether it is appropriate for the (Jroup to be reported as a going concern, the Dlrectors apply

- judgement, having consideéred the business activities, the Group's principal risks and uncertainties, cash flow

projections and external factors. In arriving at this judgement there are a large number. of assumptions'and‘
estimates involved in calculating these future cash ﬂow projections and the prospect of securing the additional
support that will be required.

Key sources of. estlmatton uncertainty

The key assumptions concerning the future and other key sources of estimation uncertamty at the statement of

~ financial position date that have a risk of causing a material adjustment to the carrying amounts of assets and

liabilities within the next financial year are discussed below.
Key source of estimation uncertamty — impairment review of tangible ﬁxed assets

Determmmg whether fixed assets are impaired requires an estimation of the value in use of the cash-generating
unit to which the fixed assets belong. The value in use calculation requires the directors to estimate the future
cash flows expected to arise from the cash-generating unit and a suitable discount rate in-order to calculate

" present value. The future cash flows are based on estimates of commodlty prlces plant activity and market

conditions which are inherently uncertain.
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SEVERN POWER LIMITED

NOTES TO THE FINANCIAL STATEMENTS (contmued)
" For the year ended 31 March 2019

1. ACCOUNTING POLICIES (continued) A
Critical accounting Jjudgements and key sources of estimation uncertainty (continued)
™

- Key source of estimation uncertainty — decommissioning -costs

The estimated cost of decommissioning at the end of the useful economic life of the plant is reviewed
periodically and provision is made. for the estimated cost at the statement of financial position date. The total
expected future decomm1ss1omng costs are uncertain and dependent on the life of the plant.

Key source of esttmatzon uncertainty — determination of fair values for energy derivatives

Fair values of energy derlvatlves are estimated by reference to publlshed price quotations in active markets.
Quoted market prices considered for Valuation purposes are the bid price for assets held and/or liabilities to be
issued.

- 2. TURNOVER

~ Turnover arises entlrely in the Umted ngdom and is attrlbutable to the activity of operating- a gas-fired power
station at Newport, South Wales.

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

2019 - 2018
£°000 £000
Sale of electricity - - o 153,623 '200,480
Capacity market income : , : -~ 10,895 " 2,820
3. LOSS BEFORE TAXATION ,
2019 - 2018
£000 . - £°000
Loss before taxation:is stated after charging:
Depreciation of tangible fixed assets: o o .
Owned by the Company . . o 12,824 12,816
Held under finance leases ) o ' I 338 338

-

The fees payable to the auditor, in rel'atlon to the auditing of the financial statements, totalling £51,000 (2018:
£48,000), have been borne by another group company and recharged via the management recharge.

No other services were provided by the auditor during the year (2018: none).

4, DIRECTORS’ REMUNERATION
During the year, no director received any emoluments (2018 £nil).

Two directors are remunerated by other companies within the MPF Holdings Limited group for their services
to the group as a whole. It is not possnble 10 allocate their remuneration between their services as directors of
d1fferent companies: :

No average staff numbers or staff costs are disclosed in these financial statements as all employees are
remunerated by other compames within the MPF Holdings L1mlted group for their services to the group as a
whole. . .
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SEVERN POWER LIMITED

NOTES TO THE FINANCIAL STATEMENTS (contmued)
For the year ended 31 March 2019

IMPAIRMENT CHARGE

. During the )"éar the Calon Energy grouf) of corhpanies made a loss for the year which triggered an impairment
" event. As a result, an impairment of £50,700,000 (2018: nil) against’ the value of fixed assets has been
recognised in the Company. During the year £5,701,000 (2018: £2,755 ,000) against the amount due from

Baglan Operations Limited was recognised in the Company.

FINANCE COSTS (NET)

Interest payable and similar charges
Less: Investment income

Interest recelvable and snmllar mcome
Interest receivable
Interest receivable from Group undertakings

Interest payable and similar charges

On finance leases from Group undertakings
Interest payable to Group undertakings
Unwinding of interest on provision

-

‘TAX ON LOSS

Current taxation on loss on ordinary activities
UK corporation tax charge on loss for the year

Total tax charge on loss on ordinary activities -

2018

. 2019
£000 . £000 -
(33,989)  (31915)
207 111
(33,782)  (31,804)
" £2000 £000
6 6
201 105
207 11
2019 - - 2018
~£2000 £2000
998 1,092
32,903, 30,755
8 - 68
33,989 31,915
2019 - 2018
£000 £2000
338 169
169

338 .
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SEVERN POWER LIMITED

N OTES TO THE FINANCIAL STATEMENTS (contmued)
For the year ended 31 March 2019

7. TAX ON LOSS (continued)
' The tax assessed for the year is greater than the standard rate of corporatlon tax in the UK of 19% (20 1 8:19%).

2019 2018
£°000 £°000
Loss on ordinary activities before tax : ‘ ) (91,683) . (41,522)
" Tax on loss on ordinary activities at standard UK rate of corporation R AR
tax of 19% (2018: 19%) (17,420)° (7,889) -
Effect of: . :
Capital allowances in deficit of deprecnatlon not recognised ) 9,675 2,067
- Impairment adjustment . o o 1,083 524
Provision o ' : a 9 -
Disallowable expenditure : : ' - 2,447 477
Tax losses not recognised - - o - . 950y - (169)
.Corporate interest restriction adjustment ' ) : 5?940 i 5,160 -
Adjustments to tax credit in respect of previous perlods ) o o (446) 1)
Total tax charge for the year ' B ‘ " 338 169

The Company has unused tax losses of £142.3m (2018: £146.5m) and unused capital allowances of £153.2m
(2018: £102.3m) available for offset against future profits. A deferred tax asset has not been recognised in
respect of these losses and timing differences because in the opinion of the directors there is insufficient
certainty of recoverability of this asset.

The Finance Act 2017, which provides for the main rate of corporation tax to reduce to 17% from 1 April 2020,
‘was substantively enacted on 6 September 2016. ThlS is reﬂected in the calculation of deferred tax at the
statement of financial position date. .

8. ~ TANGIBLE FIXED ASSETS

Decommissio- Plant and
ning asset machinery Total
£000 . £000 £°000
Cost or revaluaation : ' - : S
. At1April 2018 o _ ' : 2,792 . 440,138 442,930
_ Additions , - : - S 571 - 571
Revaluations : y N - 3,599
- At31 March 2019 o - 6391 440,709 447,100
Accumulated depreciation and impairment
charges: . A : . o
At1 April 2018 S 412 139,434 139,846
Charge for the year ’ A 139 13,023 13,162
Impairment L : o . - 50,700 50,700
At31 March 2019 | o C . 551 203,157 203,708 .
Net book value : ’ : ) o
~ At.31 March 2019 -5,840 237,552 . 243,392
- At31 March 2018 ' o ' T+ 2,380 300,704 303,084
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SEVERN POWER LIMITED

~NOTES TO THE FINANCIAL STATEMENTS (continued)

For the year ended 31 March 2019

10.

TANGIBLE FIXED ASSETS (continued)

Included w1th1n the net book value of plant and machmery is £7,446,000 (2018: £7,784 000) in respect of assets
held under finance leases and similar hire purchase agreements. Deprec1at1on for the perlod on these assets was
£338,000 (2018: £338,000). ‘

The revaluation on the dccommissioning provision asset isdue to a different discount factor being used in the
current year. The cumulative borrowing costs capitalised total £66,680,000 (2018: £66,680,000).

During the year the Calon Energy group of companies made a loss for the year which triggered an impairment
event. As a result, an impairment of £50,700, 000 (2018 £nil) agamst the value of fixed assets has been
recogmsed in the Company . .

INVESTMENTS .
2019 2018
£000 . £2000
Cost and carrying value : ' : o . N :
At 31 March 2018 and at 31 March 2019 . : 7,000 7,000

The directors believe that the carrying value of the investment is supported by its underlying net assets.
Details of subsidiary undertaking ' ‘

Details of the investment in which the Company holds 20% or more of the nominal value of any class of share
cap|tal is as follows:

Subsndlary undertaking . --Holding - Proportion of  Country of ‘ Principal
’ voting rights  incorporation activity
and shares held : : '
Severn Gas -Transportation Limited Ordinary 100% England and Wales  Gas transmission

The registered office of Severn Gas Transportatlon Limited (05121224) is ¢/o Severn Power lelted West

' Nash Road, Nash, Newport Gwent, NP18 2BZ.

DEBTORS: AMOUNTS FALLING DUE WITHIN ONE YEAR .
2019 2018

£000 ~ £000

Trade debtors SR | 695 3,739
Amounts owed by Group undertakings v o ) S -
Other debtors . . - . 1,703 2,427

. Prepayments and accrued income - » . 15,448 3,278
Derivative financial instruments (see note 15) . . 22,388 7,617
40,234 17,061

Amounts owed by Group undertakings are unsecured, bear interest of 4. 5 5% above LIBOR and are repayable
on demand.

Included within trade debtors are amounts due from related parties of £690, 000 (2018 £3 738 ,000).

During the year the Calon Energy group of companies made a loss for the year which triggered-an 1mpairrnent

. event. As a result, an' impairment of £5,701,000 (2018: £2 755,000) against the amount due from Baglan

Operallons Limited was recognised in the Company.




SEVERN POWER LIMITED

NOTES TO THE FINANCIAL STATEMENTS (contmued)
For the year ended 31 March 2019

' ._CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

11
2019 2018
£000 £000
Trade creditors. B , ' . - 1,118 1,008
Amounts owed to Group undertakings. S 170,105 140,479
Corporation tax ) : - 169
Net obligations under finance leases and hire purchase PR : o
agreements A . ' ' ' " 1,203 1,101
Other creditors . . o R 3,732 6,184
Accruals and deferred income - . : - 15,168 11,564
Derivative financial instruments (see note 15) ' S 16,570 - 6,907 .
\ 4 : _
207,896 167,412
The amounts owed to Group undertakmgs are unsecured bear interest of 4.55% above LIBOR and are repayable '
on demand.
Included within accruals and deferred income are amounts due to related partles of £9, 287 000 (2018:
£8,730 000) : :
12. CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR
' ' 2019 2018
£000 £000
Amounts owed to Group undertakings . : 271,940 267,675 .
Amounts owed to Group undertakings under finance o o :
lease : , - : - - 9,426 10,631

. 281,366 278,306

Credltors include amounts not wholly repayable
within five years as follows: . , L. ) ‘
Repayable by instalments . : . o 03,392 5,106

~

Obllgatlons under finance leases and hlre purchase agreements included above, are payable as follows )
' ' 2019 - 2018

£°000 £°000
‘Minimum lease payments - e A
Between two and five years - 6,034 5,925
After five years : - . : 3,392 5,106
Present value of obligationis - . - . ' 19,426 - 10,631

- The amounts owed to Group undertakmgs are unsecured bear interest at 8. 125% per annum ‘and are repayable
" by 30 June 2022. :

The amounts owed to Group undertakmgs under ﬁnance lease are unsecured and carry an implicit annual

interest rate of 8.9% per annum.
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SEVERN POWER LIMITED

NOTES TO THE F INAN CIAL STATEMENTS (continued)
For the year ended 31 March 2019 ' )

13. PROVISIONS FOR LIABILITIES

Decommissioning

£000

At 1 April 2018 " ‘ 3,350

Charged to the profit and loss account ' - 88
Revaluation - - ‘ o E ‘ o : ' A 3,599 -
© At31 March 2019 o R X

Decommissioning o o .

The decommissioning provision has been made under FRS 102 'Provisions, contingent liabilities and
. contingent assets' for, estimated decommissioning costs which are calculated as the present value of
estimated decommissioning costs using a discount rate of 2.01% (2018 : 2.06%). Included within fixed
-assets is an amount of £5,841,000 (2018: £2,380,000) which reflects the Company's expectation to recover
future decommissioning costs from sales of electricity during 2019 and future years. This asset is being
depreciated over 30 years, being the expected life of the power station. )

'14.  CALLED-UP SHARE CAPITAL AND RESERVES - ,
' 2019 2018

£000 £000
‘Allotted, called-up and fully paid , S : _ '
290,000,002 Ordinary shares of £1 each o 290,000 290,000

The Company’s other reserve is as follows:

The profit and loss reserve represents cumulative profits or losses.
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SEVERN POWER LIMITED

NOTES TO THE F INANCIAL STATEMENTS (contlnued)
For the year ended 31 March 2019

15.

DERIVATIVES AND FINANCIAL INSTRUMENTS

The discussion. of the Company’s objectives with regard to derivatives and other ﬁnanc1al mstruments is
included w1th1n the Company’s accounting policies in note 1.

Fair values of assets and liabilities

The fair value of financial instruments represents the amount at which the instrument could be exchanged in a
current transaction between willing parties, other than in a forced sale or liquidation. Where market values are
not available, fair values have been calculated by dlscountmg cash flows at prevailing rates at the year-end.
Significant differences can arise between the fair value and the carrying amount of financial instruments that
are recognised at historical cost amounts. :

Lo Notional value Fair value

31 March 31 March 31 March 31 March

2019 2018 2019 2018

£000 £°000 £000 £2000

Commodity forwards A . 28,517 19,852 5,818 710

During the period the Company entered into a number of EU emission forward contracts the nominal value of
these contracts at the year-end was £17,494,000 (2018: £5,085 000) :

During the year the Company entered into a number of Power forward contracts; the nominal value of these. -
contracts at the year-end was £126,527, 000 (2018: £65,529,000).. :

During the year the Company entered into a number of Gas forward contracts; the nominal value of these
contracts at the year-end was £80,516,000 (2018: £40,592,000). :

At 31 March 2019 and 31 March 2018 the carrying amounts of short-term debtors and ‘creditor’s approximated
their fair values due to short-term maturities of these assets and liabilities.

The Company’s gains and‘lossés in respect of the financial instruments are summarised below:
Fair value gaiins/(lossés) ' . . 2019 . .2018.
‘ . . : : - £000 , £2000

On commodity forwards measured at fair value : .
through profit or loss. - . i 5,107 (147)
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SEVERN POWER LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 March 2019

16. RELATED PARTY TRANSACTIONS

In a¢cordance with section 33 of FRS102 ‘Related party disclosures’; the Company is exempt from disclosing.
transactions with entities that are part of the MPF Holdings Limited group, as it is a wholly-owned subsidiary

of MPF Holdings Limited, which prepares consolidated financial statements which may be obtained from: 1%
Floor, Waterloo House, Don Street, St Helier, Jersey, Channel Islands, JE1 1AD. : ‘

During the yéar and the prior year the Group transacted on an arm’s length basis with companies related to
Macquarie UK Power Investments Limited which is one of the shareholders of MPF Holdings Limited as’

follows:

" Year ended 31 March 2019

(to)/from the Group during to/(from) the Group

o " the year as at 31 March 2019

- £2000 - . £°000

Transaction fees 1,171) 92)

Carbon trading charges 95) (122).
Other fees (1,351) (112)
Net sales of power 134,545 8,190
Net purchases of gas (103,003) (7,296)
Sales of carbon (21,492) (23,183)
Purchases of carbon 14,018 14,018
21,451 (8,597)

Year ended 31 March 2018

(to)/from the Group during to/(from) the Group

the year as at 31 March 2018

£°000 ' £°000

Transaction fees (1,588) (539)
-Carbon trading charges - (104) @)
Other fees (1,460) 67
Net sales of power 184,018 12,484
Net purchases of gas (124,737) (8,257)-
Sales of carbon . (10,472) (12,162)
Purchases of carbon 3,439 3,439
- 49,096 (4,975)

Value of transactions

Value of transactions

Outstanding amount due

Outstanding amount due
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For the year ended 31 March 2019
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18..

COMMITMENTS

The Company has entered into certain agreements for the operation and mamtenance of its power station
located in Newport, South Wales.

The Company has an Energy Management Service Agreement with Macquarie Bank Limited which will be
trading in the energy market on the Company’s behalf for power, gas and carbon. : i

The Company has entered into a long-term Advisory Service Agreement with MPF Holdings lelted whereby '
MPF Holdmgs Limited will supply certam advisory services to the Company

- On.30 Aprll 2015 Calon~Energy Limited and all its subsidiary companies entered into a new five-year group .

facilities agreement with Beal Bank USA. During March. 2019 this agreement was extended by a further 18
months to 29 October 2021. The group facilities agreement provides group debt and letter of credit facilities.

. The shares in Calon Energy Limited and its subsidiary companies were provided as security for'the facilities. -

Capital commitments are as follows: ,
2019 - 2018
£000 £000

Contracted for but not provided - , : .
- Other L - ' ’ , 6,442 -

PARENT UNDERTAKING AND ULTIMATE CONTROLLING PARTY

Calon Energy (Severn) lelted wholly-owns the shares in the Company and is considered to be 1ts immediate

. parent company.

Calon Energy Limited heads the smallest group for which consolidated financial statements are prepared which :
will include the results of the Company. ‘Copies are available from the registered office: Sevem Power Statlon
West Nash Road, Nash, Newport, Gwent, NP18 2BZ.

: MPF Holdings Limited heads the largest group for Wthh consolidated financial statements are prepared and

is also regarded as the Company’s ultimate parent company and controlling party. MPF Holdings Limited is a

"company incorporated in Jersey. Copies of MPF Holdings Limited’s consolidated financial statements may be

obtained from the reglstered office: 1* Floor, Waterloo House, Don Street, St Heller Jersey, Channel Islands,
JE1.1AD.
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