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Strategic report for the year ended 31 December 2018

The Directors present their strategic report on INEOS Infrastructure (Grangemouth) Limited for the year ended 31
December 2018.

Results and dividends

The loss for the financial year before taxation was £2,673,000 (2017: loss of £2,088,000). The directors do not propose
the payment of a dividend (2017: £nil).

Review of business and future developments

The Company operates a 140 MW power station which provides steam and power to the INEOS and Petroineos
businesses located at the petrochemical site at Grangemouth, Scotland. The Company also operates 3 jetties which
are used to import and export raw materials and products on behalf of the INEOS and Petroineos businesses. Part of
the steam and electricity requirements of the Grangemouth site are sourced from a stand alone CHP plant owned by
Grangemouth CHP Limited (“GCHPL”), via a back-to-back agreement with Petroineos Manufacturing Scotland
Limited which holds the contract with GCHPL.

Additionally, the Company operates and maintains plants owned by the INEOS and Petroineos businesses, such as
jetties, the effluent treatment plant, cooling water systems, admiralty tankage and tank farms.

The Company is currently the main utility supplier to the customers located on the Grangemouth site. Following a
strategic review of the future operating requirements of the power station a decision has been made to construct a new
steam boilers and associated infrastructure on the site at Grangemouth. The new energy infrastructure will be owned
and operated by Grangemouth Energy Company Ltd (GECO), a related party. Following completion of the new CHP
in 2022 the existing power station owned by the Company will be decommissioned, the directors are confident that
the Company is well positioned to play a key part in the future strategy of the Grangemouth site.

For 2019 and for the period up until the decommissioning date, it is the expectation that the Company will continue
with its current principal activities, following that date the Company will continue with its non-steam and power
related activities.

The UK has voted to leave the EU and during the course of 2018/19 the UK government has been negotiating the
terms of a deal for BREXIT, however, since the Company only operates in the UJK, BREXIT is not expected to have
any impact.

Strategy

The Company’s strategic aim is to maintain a competitive cost base for the operating and energy costs of the
Grangemouth site by the continual development of energy and efficiency initiatives. The strategic aim on energy
costs will be delivered through the expansion of the Company’s customer base at Grangemouth by attracting new
industrial and chemical developments in the area to improve its overall cost efficiency. Success will be determined
by the implementation of key initiatives that are encapsulated by the Company’s core aims — business focus, process
optimisation, cost control and energy efficiency improvements.

Key performance indicators (KPIs)

Given the straightforward nature of the business, the Company’s directors are of the opinion that analysis using KPIs
is not necessary for an understanding of the development, performance or position of the business.
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Strategic report for the year ended 31 December 2018 (continued)

Principal risks and uncertainties

The directors are confident that the Company is structured and positioned in a manner that will enable it to meet the
demands of its markets and business environment.

Insurances are in place to mitigate financial disadvantages from potential liabilities and damages. The insurance cover
is reviewed on an annual basis. The main risks are covered by the INEOS Group or the Petroineos JV policies. The
main policies are:

- Property Damage & Business i4nterruption
- General and Products Liability
- Executive Risk

- Contractors’ All Risk

On behalf of the board
/
F F Demay
Director

28 August 2019
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Directdrs’ report for the year ended 31 December 2018

The directors present their report and audited financial statements of the Company for the year ended 31 December
2018.

Principal activities

The Company is engaged in the provision of energy and services to businesses located at the Grangemouth site.

It is the intention of the directors that the above business of the Company will continue for the foreseeable future.

Results and dividends

Results and dividends are discussed in the Strategic report.

Future developments

Future developments are discussed in the Strategic report.

Financial risk management

The Company’s operations expose it to a variety of financial risks that include the effects of changes in price risk,
credit risk, liquidity risk and interest rate risk. The Company has in place a risk management programme that seeks to
limit the adverse effects on the financial performance of the Company where appropriate (e.g. by passing risks on to
its customers in the relevant contractual agreements).

The exposure of the Company to foreign exchange risks is very limited.

The Company is reliant on funding from Petroineos Trading Limited to meet the anticipated needs of the Company.
Petroineos Trading Limited holds significant banking facilities and these are supported by a letter of comfort from
PetroChina Company Limited, these facilities are uncommitted due to a commercial arrangement between PetroChina
Company Limited and the banks.

Directors

The directors who held office during the yeat and up Lo the date of signing of the financial statements were as follows:

J P McNally
F F Demay
P Q Grant
Y Peng

G Wang
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Directors’ report for the year ended 31 December 2018 (cbntinued)

Employees

The Company has developed voluntary practices and procedures for employee involvement appropriate to their own
circumstances and needs. The Company encourages this approach to provide information and consultation and
believes that this promotes a better understanding of the issues facing the individual business in which the employee
works. The Company places considerable value on the involvement of its employees and keeps them informed on
matters affecting them as employees and on the various factors affecting the performance of the Company by issuing
communications on the company intranet, holding information meetings hosted by the board and operating a bonus
scheme linked to business performance. The Company consults employees or their representatives through the works
council on a regular basis so that the views of the employees can be taken into account in makmg decisions that are
likely to affect their interests.

The Company gives full consideration to applications for employment from disabled persons where the requirements
of the job can be adequately fulfilled by a handicapped or disabled person. Where existing employees become
disabled, it is the Company’s policy wherever practicable to provide continuing employment under normal terms and
conditions and to provide training and career development and promotion wherever appropriate.

Health & safety

Our facilities and operations are subject to a wide range of health, safety, security and environmental (“HSSE”) laws
and regulations in all of the jurisdictions in which we operate. These requirements govern, among other things, the
manufacture, storage, handling, treatment, transportation and disposal of hazardous substances and wastes, wastewater
discharges, air emissions, noise emissions, human health and safety, process safety and risk management and the
clean-up of contaminated sites. Many of our operations require permits and controls to monitor or prevent pollution.
We have incurred, and will continue to incur, substantial ongoing capital and operating expenditures to ensure
compliance with current and future HSSE laws, regulations and permits or the more stringent enforcement of such
requirements.

Our operations are currently in material compliance with all HSSE laws, regulations and permits. We actively address
compliance issues in connection with our operations and properties and we believe that we have systems in place to
ensure that environmental costs and liabilities will not have a material adverse impact on us.

Statement of directors’ responsibilities

The directors are responsible 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 prepared the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards, comprising FRS “102 The Financial Reporting Standard applicable in the
UK and Republic of Ireland”, and applicable law). 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 the financial statements, the directors are required to:

¢ select suitable accounting policies and then apply them consistently;

e state whether applicable UK Accounting Standards, comprising FRS 102, have been followed, subject to any
material departures disclosed and explained in the financial statements;

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

e prepare the financial statements on the gomg concern basis unless it is inappropriate to presume that the
Company will continue in business. ‘ ,
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Directors’ report for the year ended 31 December 2018 (continued)

Statement of directors’ responsibilities (continued)

The directors are résponsible 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.

The directors are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps
for the prevention and detection of fraud and other irregularities.

Statement of disclosure of information to auditors

In the case of each director in office at the date the Directors’ report is approved

. so far as each director is aware, there is no relevant audit information of which the Company’s auditors
are unaware; and

. they have taken all the steps that they ought to have taken as a director in order 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 section 418 of the Companies
Act 2006.

_On behalf of the board

F F Demay

Director

28 August 2019

Registered number 6981874
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Independent auditors’ report to the members of INEOS Infrastructure
(Grangemouth) Limited '

Report on the financial statements

Opinion

In our opinion, INEOS Infrastructure (Grangemouth) Limited’s financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 December 2018 and of its loss and cash
flows for the year then ended,

¢ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable
in the UK and Republic of Ireland”, and applicable law); and

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

We have audited the financial statements, included within the Annual report and financial statements (the “Annual
Report”), which comprise: the Balance Sheet as at 31 December 2018; the Profit and Loss Account, the Statement of
Comprehensive Income, the Cash Flow Statement, the Statement of Changes in Equity for the year then ended; and
the notes to the financial statements, which include a description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable
law. Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the
financial statements section of our report. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our audit
of the financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled our other
ethical responsibilities in accordance with these requirements.

Conclusions relating to going concern

ISAs (UK) require us to report to you when:

e the directors’ use of the going concern basis of accounting in the preparation of the financial statements is
not appropriate;

* the directors’ have not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the company’s ability to continue to adopt the going concern. basis of accounting
for a period of at least twelve months from the date when the financial statements are authorised for issue.

We have nothing to report in respect of the above matters.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the
company’s ability to continue as a going concern. For example, the terms on which the United Kingdom may withdraw
for the European Union are not clear, and it is difficult to evaluate all of the potential implications on the company’s
trade, customers, suppliers and the wider economy.
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Independent auditors’ report to the members of INEOS Infrastructure.
: (Grangemouth) Limited (contznued) o ) | .

Reportmg on other mformatlon

The other information compromises all of the information in the Annual report other than the financial statements and

* our auditors’ report thereon. The directors -are responsible for the other information.” Our opinion on. the. financial

“statements does not cover the other information and, accordingly, we do not express an audit opmron or, except to the.
extent otherwise explicitly stated in this report any form of assurance thereon ;

,ln connection w1th our audit of the financial statcments our responsrbrhty 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 an apparent material
inconsistency or material misstatement, we are required to perform procedures to conclude whether there is a material
- misstatement of 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 this other mformatron we are requrred to report
that fact. We have nothing to report based on these responsrbrlrtles :

With respect to the Strategic report and Directors’ report, we also considered whether the dlsclosures requlred by the
UK Comipanies Act- 2006 have been mcluded '

" Based on the responsrblhtxes described above and our work undertaken in the course of the audrt ISAs (UK) requrre
us also to report certain opinions and matters as descnbed below. :

: Strategic report and Directors" report

In our oprmon based on the work undertaken in the course of the audit, the information given in the Strategic report
and Directors’ report for the year ended 31 December 2018 is conswtent with the financial statements and has been
- prepared in accordance with applicable legal requlrements :

In light of the knowledge and understanding of the company and its environment obtained in the course of the audrt
we did not identify any ‘material misstatements in the Strategic report and Directors’ report.

Responsihilities for the financial statements and the audit

- Responsibilities of the directors for the financial statements

" As explained more fully in the Statement of directors' responsibilities set out on page 5, the directors are responsible
for the preparation of the financial statements in accordance with the applicable framework and for being satisfied
that they give a true and fair view. The directors are also responsible for such internal control as they determine is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

In preparmg the ﬁnancral statements, the directors are responsible.for assessmg 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 hqurdate the company or to cease operations, or have no realistic "~

altematlve but to do so.
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: .AIndependent audltors report to the members of INEOS Infrastructure
-‘(Grangemouth) lelted (contmuea)

Audrtors responsszlmes for the audxt of the f nanczal statements A

Our objectives are to obtain reasonable assurance about whether the ﬁnanc1al 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 it 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, 1nd|v1dua1]y or in the aggregate, they- ‘could reasonably be expected to mﬂuence the :
economic decisions of users taken on the basis. of these financial statements.

A further description of our respon51b111t1es for the audit of the financial statements is located on the FRC’s website
at: www. ﬁ‘c org. uk/audrtorsresponsrbtlmes Thrs descrlptlon forms part of our auditors’ report..

Use of this report

This report, including the opinions, has been prepared for and only for the company s members as a body in accordance
--with Chapter 3 of Part 16 of the Companies Act 2006 and for.no other purpose.-We do not, in giving these opinions,

accept or assume responsibility for any other purpose or to any other person to whom this report is shown or into
- whose hands it may come save where expressly agreed by our prior consent in writing,

O_th'er required repor_ting< L o

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you, if in our opinion'
" e we have not recewed all the information and explanations we requlre for our audit; or

.. adequate accounting records have not been kept by the company, or returns adequate for our audlt have not
been réceived from branches not visited by us; or -

. certam disclosures of directors’ remuneration spec1ﬁed by law are not made; or .
o the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Tan Marsden (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors .
Newcastle Upon Tyne '
28 August 2019



Profit and Loss Account
for the year ended 31 December 2018

Turnover
Cost of sales

Gross (loss)/profit
Administrative Expenses

Operating loss

Interest receivable and similar income
Interest payable and similar expenses

Loss before taxation

Tax on loss

Loss for the financial year

All activities of the Company relate to continuing operations.

Note

INEOS Infrastructure (Grangemouth) Limited
Annual report and financial statements
31 December 2018

2018 2017
£000 £000
250,884 210,871
(252,826) (209,020)
(1,942) 1,851
(1,377) (2,886)
3,319) (1,035)
734 218
(88) (1,271)
(2,673) (2,088)
(3,515) 463
(6,188) (1,625)




Statement of Comprehensive Income
for the year ended 31 December 2018

Note

Loss for the financial year

Other comprehensive (expense)/income

Items that will not be reclassified to profit or loss

Deferred tax arising on actuarial gains in the pension 8
scheme
Remeasurement of post employment benefits 12

Other comprehensive income for the year, net of
income tax

Total comprehensive (expense)/income for the year

INEOS Infrastructure (Grangemouth) Limited
Annual report and financial statements

2018
£000

(6,188)

(885)

5,207

4,322

(1,866)

31 December 2018

2017
£000

(1,625)

(3,050)

17,940

14,890

13,265

10



Balance Sheet
as at 31 December 2018

Fixed assets
Intangible assets
Tangible assets

Current assets

Debtors (including £nil (2017:£4,400,000) due
after more than one year )

Post employment benefits

Cash at bank and in hand

Creditors: amounts falling due within one year
Net current assets/(liabilities)

Total assets less current liabilities

Creditors: amounts falling due after more than

one year
Provisions for liabilities
Post employment benefits

Net assets

Capital and reserves
Called up share capital
Profit and loss account

Total equity

Note

11

12

13

14

12

16

INEOS Infrastructure (Grangemouth) Limited
Annual report and financial statements

31 December 2018
2018 2017
£000 £000
470 2,464
50,273 49,393
50,743 51,857
40,278 27,431
2,175 .
7,745 8,346
50,198 35,777
(50,046) (36,287)
152 (510)
50,895 51,347
(30,019) (24,289)
- (4,316)
20,876 22,742
20,876 22,742
20,876 22,742

These financial statements on pages 9 to 32 were approved by the board of directors on 28 August 2019 and were

signed on its behalf by:
/

F F Demay

Director

Company registered number: 6981874

11
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Statement of Changes in Equity

for the year ended 31 December 2018

Balance at 1 January 2017

Total comprehensive
comprising
Loss for the financial year

income/(expense)

Other comprehensive income
Total comprehensive income for the year

Balance at 31 December 2017

Balance at 1 January 2018

Total comprehensive income/(expense)

comprising
Loss for the financial year

Other comprehensive income

Total comprehensive expense for the year

Balance at 31 December 2018

Called up
share
capital
£000

for the year,

Called up
share
capital
£000

for the year,

Profit and loss
account
£000

9,477

(1,625)

14,890

13,265

22,742

Profit and loss
account
£000

22,742

(6,188)

4322

(1,865)

20,876

31 December 2018

Total equity

£000

9,477

(1,625)

14,890

13,265

22,742

Total equity

£000

22,742

(6,188)

4,322

(1,865)

20,876

12



Cash Flow Statement
for the year ended 31 December 2018

Cash flows from operating activities
Loss for the financial year
Adjustments for:

Interest receivable and similar income
Interest payable and similar expenses
Taxation

Loss on disposal of intangible assets
Depreciation, amortisation and impairment

(Increase)/decrease in trade and other debtors
Increase/(decrease) in trade and other creditors
Decrease in provisions and employee benefits

Net cash generated from operating activities

Cash flows from investing activities
Interest received
Acquisition of intangible assets
Acquisition of tangible fixed assets

Net cash used in investing activities

Cash flows from financing activities
Interest paid
Loans granted from related parties

Net cash generated from financing activities

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

INEOS Infrastructure (Grangemouth) Limited
Annual report and financial statements

31 December 2018
Note 2018 2017
£000 £000
(6,188) (1,625)
6 (734) (218)
7 88 1,271
8 3,515 (463)
9 2,534 2,298
10 8,347 6,763
7,562 8,026
(18,643) 2,346
19,642 (89)
(1,563) (2,386)
(564) (129)
6,998 7,897
369 218
(540) 4,310) -
(8,495) (2,422)
(8,666) (6,514)
- (682)
1,067 5,814
1,067 5,132
(601) 6,515
8,346 1,831
7,745 8,346

13
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Notes to the financial statements for the year ended 31 December 2018

(forming part of the financial statements)

1  Accounting policies

INEOS Infrastructure (Grangemouth) Limited (the “Company”) is a private limited company limited by shares
incorporated and registered in England. The registered office address is The Adelphi, 1-11 John Adam Street, London
WC2N 6HT.

These financial statements were prepared in accordance with the Companies Act 2006 and Financial Reporting
Standard 102 The Financial Reporting Standard applicable in the UK and Republic of Ireland (“FRS 102”). The
presentation currency of these financial statements is sterling. All amounts in the financial statements have been
rounded to the nearest £1,000.

The accounting policies set out below have,unless otherwise stated, been applied consistently to all periods presented
in these financial statements.

Judgements made by the directors, in the application of these accounting policies that have significant effect on the
financial statements and estimates with a significant risk of material adjustment in the next year are discussed in note
21.

1.1 Measurement convention

The financial statements are prepared on the historical cost basis except that the following assets and liabilities are
stated at their fair value: derivative financial instruments, financial instruments classified at fair value through the
profit or loss or as available-for-sale. Non-current assets and disposal groups held for sale are stated at the lower of
previous carrying amount and fair value less costs to sell.

1.2 Going concern

The Company meets its day-to-day working capital requirements through its related party current account facility.
The directors have received confirmation from Petroineos Trading Limited and PetroChina company Limited that
they will provide the company with the necessary support to meet its liabilities for a period of at least 12 months from
the date of these financial statements. The Company’s forecasts and projections, taking into account of reasonably
possible changes in trading performance, show that the Company should be able to operate within the level of its
current facilities. After making enquiries, the directors have a reasonable expectation that the Company has adequate
resources to continue in operational existence for the foreseeable future. The Company therefore continues to adopt
the going concern basis in preparing its financial statements.

1.3 Foreign currency

Transactions in foreign currencies are translated to the Company’s functional currency at the foreign exchange rate
ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance
sheet date are retranslated to the functional currency at the foreign exchange rate ruling at that date. Non-monetary
assets and liabilities that are measured in terms of historical cost in a foreign currency are translated using the exchange
rate at the date of the transaction. Non-monetary assets and liabilities denominated in foreign currencies that are stated
at fair value are retranslated to the functional currency at foreign exchange rates ruling at the dates the fair value was
determined. Foreign exchange differences arising on translation are recognised in the profit and loss account.

14
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Notes to the financial statements for the year ended 31 December 2018
(forming part of the financial statements) (continued)

1 Accounting policies (continued)
1.4 Classification of financial instruments issued by the Company

In accordance with FRS 102.22, financial instruments issued by the Company are treated as equity only to the extent
that they meet the following two conditions:

(a) they include no contractual obligations upon the Company to deliver cash or other financial assets or to
exchange financial assets or financial liabilities with another party under conditions that are potentially
unfavourable to the Company; and

(b) where the instrument will or may be settled in the Company’s own equity instruments, it is either a non-
derivative that includes no obligation to deliver a variable number of the Company’s own equity instruments
or is a derivative that will be settled by the Company’s exchanging a fixed amount of cash or other financial
assets for a fixed number of its own equity instruments.

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability. Where the
instrument so classified takes the legal form of the Company’s own shares, the amounts presented in these financial
statements for called up share capital and share premium account exclude amounts in relation to those shares.

Where a financial instrument that contains both equity and financial liability components exists these components are
separated and accounted for individually under the above policy. Transaction costs are allocated between the debt
component and the equity component on the basis of their relative fair values.

L5 Basic financial instruments
Trade and other debtors / creditors

Trade and other debtors are recognised initially at transaction price less attributable transaction costs. Trade and other
creditors are recognised initially at transaction price plus attributable transaction costs. Subsequent to initial
recognition they are measured at amortised cost using the effective interest method, less any impairment losses in the
case of trade debtors. Ifthe arrangement constitutes a financing transaction, for example if payment is deferred beyond
normal business terms, then it is measured at the present value of future payments discounted at a market rate of
instrument for a similar debt instrument.

Interest-bearing borrowings classified as basic financial instruments

Interest-bearing borrowings are recognised initially at the present value of future payments discounted at a market rate
of interest. Subsequent to initial recognition, interest-bearing borrowings are stated at amortised cost using the
effective interest method, less any impairment losses.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable on demand
and form an integral part of the Company’s cash management are included as a component of cash and cash
equivalents for the purpose only of the cash flow statement.

15
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Notes to the financial statements for the year ended 31 December 2018

(forming part of the financial statements) (continued)

1 Accounting policies (continued)
1.6 Other financial instruments

Financial instruments not considered to be Basic Financial Instruments (Other financial instruments)

Other financial instruments not meeting the definition of Basic Financial Instruments are recognised initially at fair
value. Subsequent to initial recognition other financial instruments are measured at fair value with changes recognised
in profit or loss except as follows:

- investments in equity instruments that are not publicly traded and whose fair value cannot otherwise be
measured reliably shall be measured at cost less impairment; and

- hedging instruments in a designated hedging relationship shall be recognised as set out below.
Derivative financial instruments

Derivative financial instruments are recognised at fair value. The gain or loss on remeasurement to fair value is
recognised immediately in profit or loss.

1.7 Tangible fixed assets

Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses. Tangible
fixed assets include investment property whose fair value cannot be measured reliably without undue cost or effort.

Where parts of an item of tangible fixed assets have different useful lives, they are accounted for as separate items of
tangible fixed assets, for example land is treated separately from buildings.

Leases in which the Company assumes substantially all the risks and rewards of ownership of the leased asset are
classified as finance leases. All other leases are classified as operating leases. Leased assets acquired by way of
finance lease are stated on initial recognition at an amount equal to the lower of their fair value and the present value
of the minimum lease payments at inception of the lease, including any incremental costs directly attributable to
negotiating and arranging the lease. At initial recognition a finance lease liability is recognised equal to the fair value
of the leased asset or, if lower, the present value of the minimum lease payments. The present value of the minimum
lease payments is calculated using the interest rate implicit in the lease. Lease payments are accounted for as described
at 1.14 below.

The Company assesses at each reporting date whether tangible fixed assets (including those leased under a finance
lease) are impaired.

Depreciation is charged to the profit and loss account on a straight-line basis over the estimated useful lives of each
part of an item of tangible fixed assets. Leased assets are depreciated over the shorter of the lease term and their useful
lives. Depreciation commences from the date an asset is brought into service. Land and assets in the course of
construction are not depreciated. The estimated useful lives are as follows:

e  buildings 20 years
e plant and equipment 4-20 years

Depreciation methods, useful lives and residual values are reviewed if there is an indication of a significant change
since last annual reporting date in the pattern by which the Company expects to consume an asset’s future economic
benefits.
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Notes to the financial statements for the year ended 31 December 2018
(forming part of the financial statements) (continued)

1 Accounting policies (continued)
1.8 Intangible assets, goodwill and negative goodwill
Other intangible assets

Other intangible assets that are acquired by the Company are stated at cost less accumulated amortisation and less
accumulated impairment losses. For further information on capitalised environmental certificates, refer to emission
trading scheme policy.

Amortisation

Amortisation is charged to the profit or loss on a straight-line basis over the estimated useful lives of intangible assets
unless such lives are indefinite. Intangible assets with an indefinite useful live and goodwill are systematically tested
for impairment at each balance sheet date. Other intangible assets are amortised from the date they are available for
use.

1.9 Government grants

‘Government grants are included within accruals and deferred income in the balance sheet and credited to the profit
and loss account over the expected useful lives of the assets to which they relate or in periods in which the related
costs are incurred.

1.10  Impairment excluding deferred tax assets
Financial assets (including trade and other debtors)

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to determine whether
there is objective evidence that it is impaired. A financial asset is impaired if objective evidence indicates that a loss
event has occurred after the initial recognition of the asset, and that the loss event had a negative effect on the estimated
future cash flows of that asset that can be estimated reliably.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference between

its carrying amount and the present value of the estimated future cash flows discounted at the asset’s original effective

interest rate. For financial instruments measured at cost less impairment, an impairment is calculated as the difference

between its carrying amount and the best estimate of the amount that the Company would receive for the asset if it

were to be sold at the reporting date. Interest on the impaired asset continues to be recognised through the unwinding

of the discount. Impairment losses are recognised in profit or loss. When a subsequent event causes the amount of -
impairment loss to decrease, the decrease in impairment loss is reversed through profit or loss.

Non-financial assets

The carrying amounts of the Company’s non-financial assets, other than deferred tax assets, are reviewed at each
reporting date to determine whether there is any indication of impairment. If any such indication exists, then the asset’s
recoverable amount is estimated. The recoverable amount of an asset or cash-generating unit is the greater of its value
in use and its fair value less costs to sell. In assessing value in use, the estimated future cash flows are discounted to
" their present value using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. For the purpose of impairment testing, assets that cannot be tested individually are
grouped together into the smallest group of assets that generates cash inflows from continuing use that are largely
independent of the cash inflows of other assets or groups of assets (the “cash-generating unit”). The goodwill acquired
in a business combination, for the purpose of impairment testing is allocated to cash-generating units, or (“CGU”) that
are expected to benefit from the synergies of the combination. For the purpose of goodwill impairment testing, if
goodwill cannot be allocated to individual CGUs or groups of CGUs on a non-arbitrary basis, the impairment of
goodwill is determined using the recoverable amount of the acquired entity in its entirety, or if it has been integrated
then the entire entity into which it has been integrated.

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 profit or loss. Impairment losses recognised in respect of CGUs are
allocated first to reduce the carrying amount of any goodwill allocated to the units, and then to reduce the carrying
amounts of the other assets in the unit (group of units) on a pro rata basis.

17



INEOS Infrastructure (Grangemouth) Limited
Annual report and financial statements
31 December 2018

Notes to the financial statements for the year ended 31 December 2018
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1 Accounting policies (continued)

1.10  Impairment excluding deferred tax assets(continued)

Non-financial assets (continued)

An impairment loss is revised if and only if the reasons for the impairment have ceased to apply.

Impairment losses recognised in prior periods are assessed at each reporting date for any indications that the loss has
decreased or no longer exists. An impairment loss is reversed only to the extent that the asset’s carrying amount does
not exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no impairment
loss had been recognised. '

111 Post employment benefits
Defined contribution plan

A defined contribution plan is a post-employment benefit plan under which the Company pays fixed contributions
into a separate entity and will have no legal or constructive obligation to pay further amounts. Obligations for
contributions to defined contribution pension plans are recognised as an expense in the profit and loss account in the
periods during which services are rendered by employees.

Defined benefit plan

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The Company’s net
obligation in respect of defined benefit plan is calculated by estimating the amount of future benefit that employees
have earned in return for their service in the current and prior periods; that benefit is discounted to determine its
present value and the fair value of any plan assets (at bid price) are deducted. The Company determines the net interest
on the net defined benefit liability/(asset) for the period by applying the discount rate as determined at the beginning
of the annual period to the net defined benefit liability/(asset) taking account of changes arising as a result of
contributions and benefit payments.

The discount rate is the yield at the balance sheet date on AA credit rated bonds denominated in the currency of, and
having maturity dates approximating to the terms of the Company’s obligations. A valuation is performed by a
qualified actuary using the projected unit credit method. The Company recognises net defined benefit plan assets to
the extent that it is able to recover the surplus either through reduced contributions in the future or through refunds from
the plan.

Changes in the net defined benefit liability arising from employee service rendered during the period, net interest on
net defined benefit liability, and the cost of plan introductions, benefit changes, curtailments and settlements during
the period are recognised in profit or loss.

Remeasurement of the net defined benefit liability/(asset) is recognised in other comprehensive income in the period
in which it occurs.

Short-term benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related service
is provided. A liability is recognised for the amount expected to be paid under short-term cash bonus or profit-sharing
plans if the Company has a present legal or constructive obligation to pay this amount as a result of past service
provided by the employee and the obligation can be estimated reliably.

112 Provisions

A provision is recognised in the balance sheet when the Company has a present legal or constructive obligation as a
result of a past event, that can be reliably measured and it is probable that an outflow of economic benefits will be
required to settle the obligation. Provisions are recognised at the best estimate of the amount required to settle the
obligation at the reporting date.
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1 Accounting policies (continued)
113 Turnover

Turnover, which is stated net of value added tax, represents the recovery of variable and fixed costs from its principal
customers Petroineos Manufacturing Scotland Limited and INEOS Chemicals Grangemouth Limited under the terms

" of the various supply and services contracts between the companies. This is recognised on an accruals basis with any
cash received early in relation to these services recognised as deferred income and released to the profit and loss
account in the period the costs are recognised. Additionally, the Company has contractual energy supply and service
agreements with third parties in the area. Under these contracts, INEOS Infrastructure (Grangemouth) Limited
provides energy (e.g. steam & power) as well as services (e.g. jetty import & export services, operating & maintenance
services) for which the Company charges a mark-up. These are charged on monthly basis and are recognised on an
accruals basis, as the services and supplies are delivered.

114 Expenses
Operating lease payments

Payments (excluding costs for services and insurance) made under operating leases are recognised in the profit and
loss account on a straight-line basis over the term of the lease unless the payments to the lessor are structured to
increase in line with expected general inflation; in which case the payments related to the structured increases are
recognised as incurred. Lease incentives received are recognised in profit and loss over the term of the lease as an
integral part of the total lease expense.

Finance lease payments

Minimum lease payments are apportioned between the finance charge and the reduction of the outstanding liability
using the rate implicit in the lease. The finance charge is allocated to each period during the lease term so as to produce
a constant periodic rate of interest on the remaining balance of the liability. Contingent rents are charged as expenses
in the periods in which they are incurred.

Interest receivable and Interest payable

Interest payable and similar charges include interest payable, finance charges on shares classified as liabilities and
finance leases recognised in profit or loss using the effective interest method, unwinding of the discount on provisions,
and net foreign exchange losses that are recognised in the profit and loss account (see foreign currency accounting
policy). Borrowing costs that are directly attributable to the acquisition, construction or production of an asset that
takes a substantial time to be prepared for use, are capitalised as part of the cost of that asset/are expensed as incurred.

Other interest receivable and similar income include interest receivable on funds invested and net foreign exchange
gains.

Interest income and interest payable are recognised in profit or loss as they accrue, using the effective interest method.
Dividend income is recognised in the profit and loss account on the date the Company’s right to receive payments is
established. Foreign currency gains and losses are reported on a net basis.
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1 Accounting policies (continued)
115 Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the profit and loss
account except to the extent that it relates to items recognised directly in equity or other comprehensive income, in
which case it is recognised directly in equity or other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates enacted
or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided on timing differences which arise from the inclusion of income and expenses in tax assessments
in periods different from those in which they are recognised in the financial statements. The following timing differences
are not provided for: differences between accumulated depreciation and tax allowances for the cost of a fixed asset if and
when all conditions for retaining the tax allowances have been met; and differences relating to investments in subsidiaries,
associates and joint ventures to the extent that it is not probable that they will reverse in the foreseeable future and the
reporting entity is able to control the reversal of the timing difference. Deferred tax is not recognised on permanent
differences arising because certain types of income or expense are non-taxable or are disallowable for tax or because
certain tax charges or allowances are greater or smaller than the corresponding income or expense.

Deferred tax is provided in respect of the additional tax that will be paid or avoided on differences between the amount
at which an asset (other than goodwill) or liability is recognised in a business combination and the corresponding amount
that can be deducted or assessed for tax. Goodwill is adjusted by the amount of such deferred tax.

Deferred tax is measured at the tax rate that is expected to apply to the reversal of the related difference, using tax rates
enacted or substantively enacted at the balance sheet date. Deferred tax balances are not discounted.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that is it probable that they will
be recovered against the reversal of deferred tax liabilities or other future taxable profits.

1.16  Emission trading scheme

The Company participates in the EU Emissions Trading Scheme. The Scheme encourages companies to reduce carbon
emissions by offering financial incentives if they achieve their annual reduction targets. If a company reduces
emissions beyond their target then the surplus may be traded in the form of emissions permits.

The incentive money due from the EU Emissions Trading Scheme is recognised in the profit and loss account once
the reduction targets have been met. The emissions permits allocated under the Scheme are at nil cost. The Company
recognises the revenue from such permits upon their sale to third parties.

Emissions allowances purchased from third parties are recognised as an intangible asset based on the cost associated
with the purchase. The emission allowances are subject to impairment under the indefinite lived intangible asset
impairment model. There is no amortisation of these allowances. The costs of the allowances are recognised as a
disposal and expensed to the profit and loss as they are used.

The Company recognises a provision for emissions produced. The provision is measured at the carrying amount of
the emission rights held (nil if granted, otherwise at cost) or, in the case of a shortfall, at the current fair value of the
emission rights needed.
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2 Turnover

Turnover, which is stated net of value added tax, represents the recovery of variable and fixed costs under the terms
of various supply and services contracts. These are charged on a monthly basis and are recognised on an accruals
basis, as the services and supplies are delivered. All turnover relates to activities in the UK.

3 Operating loss

Included in loss are the following:

Depreciation of tangible assets (note 10)
Exchange gain on foreign currency

Auditors’ remuneration:

Audit of these financial statements

4 Staff numbers and costs

2018
£000

8,347
36)

2018
£000

2017
£000

,6,763
41

2017
£000

The monthly average number of persons employed by the Company (including directors) during the year, analysed

by category, was as follows:

Operations
Othier Support Services

The aggregate payroll costs of these persons were as follows:

Wages and salaries

Social security costs

Other pension costs defined contribution plans (note 12)
Other pension costs defined benefit plans (note 12)

5 Directors’ remuneration

Number of employees

2018

236
24

260

2018
£000

15,827
1,732
1,064
1,220

19,843

2017

223
28

251

2017
£000

13,989
1,548

No directors received any fees or remuneration in respect of their services as a director of the Company during the

financial year (2017: nil).
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6 Interest receivable and similar income
2018 ' 2017
£000 £000
Interest income on financial assets not at fair value through profit or loss 734 218
Total interest receivable and similar income 734 218
7 Interest payable and similar expenses
2018 2017
£000 £000
Interest expense on financial liabilities measured at amortised cost - 682
Net interest on net defined benefit pension plan liabilities 88 589
Total interest payable and similar charges 88 1,271
8 Tax on loss
Total tax expense / (credit) recognised in the profit and loss account
2018 2017
£000 £000
UK Corporation tax
UK Corporation tax on losses of the year - -
Total current tax - -
Deferred tax
Origination and reversal of timing differences (507) (355)
Adjustments in respect of prior periods 3 (108)
Rate Change adjustment 53 -
Derecognition of deferred tax : 3,966 -
Total deferred tax - - 3515 (463)
Tax on loss 3,515 (463)
Income tax recognised in other comprehensive (expense)/income
2018 2017
£000 £000
Deferred tax arising on actuarial gains in the pension scheme (885) - (37050)
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8 Tax on loss (continued)

Reconciliation of effective tax rate

2018 2017

£000 £000
Loss before taxation (2,673) (2,088)
Tax using the UK corporation tax rate of 19.00% (2017 : 19.25%) (508) (402)
Reduction in tax rate on deferred tax balances 53 47
Expenses not deductible for tax purposes 1 -
Adjustments in respect of prior periods 3 (108)
Derecognition of deferred tax asset 3,966 -
Total tax expense/(credit) included in profit or loss 3,515 (463)

The UK Corporation tax rate was reduced from 20% to 19% with effect from 1 April 2017. The rate will reduce
further to 17% from 1 April 2020. Any deferred tax expected to reverse after 1 April 2020 has been remeasured using
the rates substantively enacted 31 December 2018.

9 Intangible assets

Environmental
Certificates
£000
Cost
Balance at 1 January 2018 2,464
Acquisition 540
Disposals : o (2,534)
Balance at 31 December 2018 470
Accumulated amortisation and impairment
Balance at 1 January and 31 December 2017 -
Net book value
At 31 December 2017 2,464
At 31 December 2018 470

For further information on capitalised environmental certificates, refer to emission trading scheme accounting policy
1.16.
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10 Tangible assets

Land and Plant and Under
buildings -Equipment construction Total
£000 £000 £000 £000
Cost
Balance at 1 January 2018 50 90,649 4,326 95,025
Additions - - 9,227 9,227
Transfer - 2,378 (2,378) -
Balance at 31 December 2018 S0 93,027 11,175 104,252
Accumulated depreciation
Balance at 1 January 2018 33) (45,599) - (45,632)
Depreciation charge for the year 4 (8,343) - (8,347)
Balance at 31 December 2018 37N (53,942) - (53,979)
Net book value )
At 31 December 2017 17 45,050 4,326 49,393
At 31 December 2018 13 39,085 11,175 50,273
Land and Buildings
The net book value of land and buildings comprises:
2018 2017
£000 £000
Freehold 13 17
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11 Debtors

2018 2017
£000 £000

Trade debtors 20,373 16,784
Other debtors 5,171 4,104
Deferred tax assets (see note 15) - 4,400
Taxation and Social Security 827 -
Prepayments and accrued income 13,907 2,143
40,278 27,431

Due within one year 40,278 23,031
Due after more than one year . - 4,400

40,278 27,431

12 Post employinent benefits

The information disclosed below is in respect of the whole of the plans for which the Company is either the sponsoring
employer or has been allocated a share of cost under an agreed group policy throughout the years shown.

Net pension asset /(liability)

2018 2017

£000 £000

Total defined benefit asset 102,086 111,129

. Total defined benefit liability . - (99,911) - (115,445)

Net asset/(liability) for defined benefit obligations (see following table) ' 2,175 (4,316)
Movements in present value of defined benefit obligation

2018 2017

£000 £000

At 1 January 115,445 128,819

Current service cost . 520 305

Past service cost - 700 -

Interest expense : 3,001 3,314

Remeasurement: actuarial gains (12,161) (8,390)

Benefits paid (7,594) (8,603)

At 31 December : 99,911 115,445
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12 Post employment benefits (continued)

Movements in fair value of plan assets

2018 2017
£000 £000
At 1 January 111,129 105,071
Interest income 2,913 2,725
Remeasurement: return on plan assets less interest income (6,954) 9,550
Contributions by employer 2,592 2,386
Benefits paid : (7,594) (8,603)
At 31 December ' 102,086 111,129
Expense recognised in the profit and loss account
2018 2017
£000 £000
Current service cost 520 305
Past service cost 700 -
Interest cost on defined benefit obligation 3,001 3,314
Interest income on assets (2,913) (2,725)
Total expense recognised in profit or loss 1,308 894
The fair value of the plan assets was as follows:
‘ 2018 2017
£000 £000
Equities 35,706 44,012
Government debt 37,213 31,206
Corporate bonds 10,944 11,296
Property 13,306 12,843
Cash and cash equivalents 413 471
Other quoted securities 4,504 11,301
102,086 111,129
The return on the plan assets was as follows:
2018 2017
£000 £000
Interest income 2,913 2,725
Return on plan assets less interest income (6,954) 9,550
Total return on plan assets (4,041) 12,275
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12 Post employment benefits (continued)

The Company operates a defined benefit pension scheme, the scheme covers employees of INEOS Infrastructure
(Grangemouth) Limited. The scheme is managed by Trustees, who are directors of Innovene Pension Plan which has a
trust deed in favour of INEOS Infrastructure (Grangemouth) Limited. The scheme is now closed to new entrants and
frozen to future service accrual.

In accordance with UK GAAP, pension charges in relation to the Innovene Pension Plan have been accounted for under
FRS 102 in these financial statements. The scheme is of a defined benefit type under which benefits are based on
employees’ years of service and final remuneration.

The most recent actuarial valuation of the scheme was carried out at December 2017.

Principal actuarial assumptions (expressed as weighted averages) at the year end were as follows:

2018 2017

% %

Discount rate " 3.00 2.70
Rate of price inflation 3.20 3.20
Rate of increase in pensions (in payment) 3.00 3.00
Rate of increase in deferred benefits 3.20 3.20

The assumptions relating to longevity underlying the pension liabilities at the balance sheet date are based on standard
actuarial mortality tables and include an allowance for future improvements in longevity. The assumptions are equivalent
to expecting a 65-year old to live for a number of years as follows:

2018 2017

Years Years

Current pensioner aged 65 21.85-22.80 22.04 -22.87
Future retiree upon reaching 65 22.87-23.52 23.30-23.73

Funding

The Company expects to contribute £2,655,000 to its closed defined benefit scheme in 2019 under a deficit reduction
program.

Defined contribution plans
The Company operates a number of defined contribution pension plans.

The total expense relating to these plans in the current year was £1,064,000 (2017: £925,000).

13 Creditors: amounts falling due within one year '
2018 2017

£000 £000

Trade creditors 13,725 12,086
Other creditors 681 -
Taxation and Social Security - 433
Accruals and deferred income 35,640 23,768
50,046 36,287
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14  Creditors: amounts falling due after more than one year
2018 2017
£000 £000
Accruals and deferred income 30,019 24,289
15 Deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the following:
Assets Liabilities Net
2018 2017 2018 2017 2018 2017
£000 £000 £000 £000 £000 £000
" Accelerated capital allowances 370 3,262 - - 370 3,262
Post employment benefits - 774 (370) - 370) 774
Unused tax losses - 364 - - - 364
Net tax assets 370 4,400 370) - - 4,400

A deferred tax asset has been recognised only to the extent that it is expected to reverse against deferred tax liabilities. A
deferred tax asset has not been recognised in respect of £3,966,000 accelerated capital allowances because it is not

probable that future taxable profit will be available against which the Company can utilise benefits in the foreseeable
future.

16  Called up share capital
Ordinary shares.
2018
On issue at 1 January and 31 December 2018
- fully paid 100
2018 2017
£000 £000

Allotted, called up and fully paid
Ordinary shares of $1 each

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote

per share at meetings of the Company.

28



INEOS Infrastructure (Grangemouth) Limited
Annual report and financial statements
31 December 2018

Notes to the financial statements for the year ended 31 December 2018
(forming part of the financial statements) (continued)

17  Operating leases

Non-cancellable operating lease rentals are payable as follows:

2018 2017

£000 £000

Less than one year o 577 577
Between one and five years 2,680 3,257
More than five years _ 9,127 12,079
12,384 15,913

During the year £706,000 was recognised as an expense in the profit and loss account in respect of operating leases (2017:
£704,000).

The operating lease relates to lease of land at Grangemouth docks at the ships jetties.

18 Capital Commitments

Outstanding capital expenditure authorised by the Board and for which contracts had been placed at 31 December 2018
by the Company amounted to approximately £2,686,000 (2017: £4,337,000).

19 Related parties

During the year the Company entered into transactions, in the ordinary course of business, with the following related
parties entities (split by Group).

Petroineos related parties
¢  Petroineos Manufacturing Scotland Limited
e  Petroineos Trading Limited

The nature of the transactions with Petroineos related parties was the purchase of utilities and the sale of fixed and variable
costs.

INEOS related parties
e INEOS Chemicals Grangemouth Limited
e INEOS Commercial Services UK Limited
e INEOS Europe AG
e INEOS Enterprises Group Limited
« INOVYN Chlorvinyls Limited
e INEOS FPS Limited
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19  Related parties (continued)

The nature of the transactions with INEOS related parties was the purchase of natural gas and utilities and the sale of
fixed and variable costs.

Transactions entered into and trading balances outstanding at 31 December with these related party groups are as follows:

Related party transactions

Sales to related party Purchases from related party

2018 2017 2018 2017

£000 £000 £000 £000

Petroineos related parties 118,557 99,672 87,678 62,956
INEOS related parties 128,994 90,741 88,081 66,360
247,551 190,413 175,759 129,316

Receivables outstanding Creditors outstanding

2018 2017 2018 2017

£000 £000 £000 £000
Petroineos related parties 8,951 7,385 900 20
INEOS related parties 15,578 12,832 4,776 6,869
24,529 20,217 5,676 6,889

Receivables from Petroineos related parties includes a short term loan receivable of £5,169,000 with Petroineos Trading
Limited (2017: £4,102,000).

Compensation to key management personnel (including directors)

The Group defines key management as the directors of the Company. Details of Directors’ remuneration are given in
Note 5.

20  Ultimate parent company

The immediate parent undertakings of the Company are Petroineos Refining Limited and INEOS Investments (Jersey)
Limited, companies incorporated in Jersey.

There is no ultimate parent company or controlling party since INEOS Infrastructure (Grangemouth) Limited is a joint
venture between INEOS Investments (Jersey) Limited and Petroineos Refining Limited, by virtue of their respective 50%
shareholding in the Company. '

No other group financial statements include the results of the Company.
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21 Accounting estimates and judgements

Taxation

All the Company’s operation are in the UK. Management is required to estimate the tax payable and this involves
estimating the actual current tax charge or credit together with assessing temporary differences resulting from differing
treatment of items for tax and accounting purposes. These differences result in deferred tax assets and liabilities.
Management have performed an assessment as to the extent to which future taxable profits will allow the deferred asset
to be recovered. The calculation of the Company’s total tax charge necessarily involves a significant degree of estimation
in respect of certain items whose tax treatment cannot be finally determined until resolution has been reached with the
relevant tax authority, or, as appropriate, through a formal legal process.

The Company has, from time to time, contingent tax liabilities arising from trading and corporate transactions. After
appropriate consideration, management makes provision for these liabilities based on the probable level of economic loss
that may be incurred and which is reliably measurable.

Details of amounts recognised with regard to taxation are disclosed in Notes 8 and 15.
Post employment benefits

The Company operates a defined benefit post employment scheme. The plan is now closed to new entrants and frozen to
future accrual. Under FRS 102, management is required to estimate the present value of the future defined benefit
obligation of each defined benefit scheme. The costs and year end obligations under the defined benefit scheme is
determined using actuarial valuations. The actuarial valuations involve making numerous assumptions, including:

. inflation rate projections; and

. discount rate for scheme liabilities.

Details of post employment benefits are set out in Note 12.

Provisions

Other provisions are recognised in the year when it becomes probable that there will be a future outflow of funds resulting
from past operations or events that can be reasonably estimated. The timing of recognition requires the application of
judgement to existing facts and circumstances, which can be subject to change.

Estimates of the amounts of provisions recognised are based on current legal and constructive requirements, technology
and price levels. Because actual outflows can differ from estimates due to changes in laws, regulations, public

expectations, technology, prices and conditions, and can take place many years in the future, the carrying amounts of
provisions are regularly reviewed and adjusted to take account of such changes.
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21  Accounting estimates and judgements (continued)
Impairment reviews

Management are required to test for impairment of goodwill and other intangible assets with indefinite lives, on an annual
basis, and of tangible and intangible assets with finite lives if events or changes in circumstances indicate that the carrying
amount of an asset may not be recoverable.

An impairment test requires an assessment as to whether the carrying value of assets can be supported by its recoverable
amount. Management calculates the recoverable amount based on the net present value of the future cash flows derived
from the relevant assets, using cash flow projections which have been discounted at an appropriate discount rate.

In calculating the net present value of the future cash flows, certain assumptions and estimates are required to be made in
respect of highly uncertain matters, including management’s expectations of:

. growth rates of various revenue streams;

. long term growth rates;

. future margins;

. the selection of an appropriately risk adjusted discount rate; and
. the determination of terminal values.

Changing the assumptions selected by management, in particular the discount rate used in the present value calculation,
could significantly affect the Company’s impairment evaluation and results.

For the purpose of impairment testing (when required), to assess whether any impairment exists, estimates are made of
the future cash flows expected to result from the use of the asset and its eventual disposal. Actual outcomes could vary
significantly from such estimates of discounted future cash flows. Factors such as changes in the planned use of buildings,

plant or equipment, or closure of facilities, the presence or absence of competition, lower than expected asset utilisation
from events such as unplanned outages, strikes and hurricanes, technical obsolescence or lower than anticipated sales of
products with capitalised intellectual property rights could result in shortened useful lives or impairment. Changes in the
discount rates used could also lead to impairments.

Useful economic lives of tangible assets

The annual depreciation charge for tangible assets is sensitive to changes in the estimated useful economic lives and
residual values of the assets. The useful economic lives and residual values are re-assessed annually. They are amended
when necessary to reflect current estimates, based on technological advancement, future investments, economic utilisation
and the physical condition of the assets. See Note 10 for the carrying amount of the property, plant and equipment, and
Note 1.7 for the useful economic lives for each class of assets.

Impairment of debtors
The Company makes an estimate of the recoverable value of trade and other debtors. When assessing impairment of

trade and other debtors, management considers factors including the current credit rating of the debtor, the ageing profile
of debtors and historical experience.
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