Glencore Commodities Ltd

Annual Report and Financial Statements

**********

oooooooooooooo



Glencore Commodities Ltd

Annual report and financial statements 2018

Contents Page
Officers and professional advisers 1
Strategic report 2
Directors' report ‘ 5
Directors' responsibilities statement 6
Independent auditor's report 7
Profit and loss account 9
Statement of other comprehensive income 9
Balance sheet 10
Statement of changes in equity : 11

Notes to the financial statements 12



Glencore Commodities Ltd

Officers and professional advisers

Directors

A Beard

A Gibson (resigned 29 March 2018)
W Blount

Secretary

N Reid

Registered office

50 Berkeley Street
London
W1J 8HD

Auditor

Deloitte LLP
Statutory Auditor
London, United Kingdom



Glencore Commodities Ltd

Strategic report
~ The directors present their strategic report for the year ended 31 December 2018.

Organisation and principal activity

Glencore Commodities Ltd (‘the Company’) is a wholly-owned subsidiary of Glencore UK Ltd. The ultimate parent
company is Glencore plc, a company incorporated in Jersey. The Company is a member of the Glencore plc Group (the
‘Group’).

The principal activity of the Company is the purchase and sale of oil derivatives. The directors are not aware, at the
date of this report, of any likely major changes in the activities of the Company in the next year.

The Company is authorised and regulated by the Financial Conduct Authority to conduct oil market investment business
as an Oil Market Participant under the Financial Services and Markets Act 2000.

Business review

As shown in the profit and loss account on page 9, the profit for the period, after taxation, was $18,298,000 (2017:
$12,147,000). Gross profit on trading activities has fallen by 23% (2017: decreased by 51%) in the year, whilst service
fees have decreased by 48% (2017: increased 77%) and administrative expenses have decreased by 34% (2017: 34%)
respectively.

The balance sheet on page 10 shows that the Company’s financial position as at 31 December 2018 for net assets has
increased compared with the prior year by 6%. A comprehensive analysis of the consolidated Oil division’s results,
which includes the Company, is included in the Glencore plc annual report, consolidating all entities in the division in
addition to the Company.

There have been no significant events since the balance sheet date that require disclosure or would cause any of the
assets or liabilities reported in these financial statements to be restated.

Key performance indicators

The directors of the Group manage its operations on a segmental basis, therefore the Company’s directors are of the
opinion that analysis using key performance indicators for the Company is not considered necessary or meaningful for
an understanding of the development, performance or position of the Company’s business.

Principal risks and risk governance

The Board of Directors are responsible for approving risk management principles and policies, and ensuring that the
Company's management maintains an effective system of internal controls. They are responsible for the management
of risk within the framework of risk management principles and policies approved by the Board.

Risk management organisation

Compliance with all limits and control procedures is monitored by the Risk Management and Credit Management
departments, which report directly to the Board. The Risk Management and Credit Management departments are
responsible for reviewing and approving pricing and risk management models, and for reporting market and credit risk
exposures.

Market risks

All market risks are represented on the Company’s balance sheet and the positions are recorded and monitored in
separate trading books as appropriate.

The Company uses mark-to-market accounting for positions where there is an observable market, in accordance with
the measurement requirements of EU-endorsed IFRS. Where no active market exists for a derivative financial
instrument, fair value is determined using valuation techniques, including use of recent arm’s length transactions and
reference to the market value of another instrument, which is substantially the same.
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Strategic report (continued)

Principal risks and risk governance (continued)

Credit and performance risk

The Company's business is concentrated in the global oil, oil products and natural gas sector and, consequently, its
trade receivables and market exposure are predominantly with international oil and gas companies, financial institutions
and other trading companies. The Company has implemented robust credit risk management policies overseen by the
Board of Directors, with the portfolio being assessed on an ongoing basis for credit quality. Exposures which exceed
authorised levels are minimised through the use of letters of credit, credit insurance, bank payment guarantees and cash
collateral. The Company has not suffered any significant credit loss during the current or previous period.

The Company also trades under standard industry agreements such as International Swaps and Derivatives Association
(ISDA) agreements for swap transactions. Whilst these industry agreements and terms normally include netting and
default provisions, the Company establishes cross commodity netting terms for its major counterparts, which as well
as providing netting benefits, also standardises material adverse change and default provisions. The Company also
obtains collateral against exposures where appropriate, including the execution of margining agreements.

Capital risk

The Company’s objectives in managing its capital attributable to equity holders include preserving its overall financial
health and strength for the benefit of all the stakeholders, maintaining an optimal capital structure in order to provide a
high degree of financial flexibility at an attractive cost of capital and safeguarding its ability to continue as a going
concern, while generating sustainable long term profitability.

Value at risk

One of the tools used by the Oil division, which includes the Company, to monitor and limit its primary market risk
exposure, principally commodity price risk, is the use of a value at risk (“VaR”) computation. VaR is a risk
measurement technique, which estimates the potential loss that could occur on risk positions as a result of movements
in risk factors over a specified time horizon, given a specific level of confidence and based on a specific price history.
The VaR methodology is a statistically defined, profitability based approach that takes into account market volatilities,
as well as risk diversification by recognising offsetting positions and correlations between commodities and markets.

Operational and other risks

Operational risk is the exposure to losses that may occur as a consequence of carrying out physical operations, and from
inadequate internal processes and systems. The Company assesses the level of operational risk in its various business
processes and has implemented a series of checks and backup systems based on the risk assessment. Our procedures
are designed to prevent the occurrence of operational errors and, should an error occur, quickly detect its occurrence in
order to minimise its impact. Any failure in business process results in a revised risk assessment and review of relevant
procedures. Operational risk is considered by the Board of Directors when approving new activities and business
ventures.

Our legal advisers provide essential advice and guidance to senior management on relevant business issues to ensure
that our business is conducted in a manner that complies with all legal and regulatory requirements.

At the time of signing the financial statements the UK is due to leave the European Union on 29 March 2019 as a result
of invoking Article 50 of the Lisbon Treaty (“Brexit”). The exact impact on the Company is inherently uncertain
however it is likely that there will be a variety of legislative changes which may result in changes to the tariffs applied
to sales and purchases for goods imported and exported to and from the UK. It is unlikely that these changes will have
a significant impact on the Company or the nature of the Company’s business given the Company purchases and sells
Oil and Gas derivatives to support global Physical Oil flows across the Group.
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Strategic report (continued)

Principal risks and risk governance (continued)

Liquidity risk management

Liquidity management within the Group has two principal purposes. Firstly, to ensure that sufficient cash is available
to meet all contractual commitments as they fall due and, secondly, to ensure that we have sufficient funding to
withstand stressed market conditions or an extreme event.

Liquidity is assessed by the Treasury Department based on criteria approved by the Board of Directors.

The Company maintains adequate funding lines with banks and its parent company to ensure sufficient liquidity to
meet all financial requirements on a timely basis.

Interest rate and foreign exchange risk

The Company monitors its interest rate risk, considering any material exposures.

The Company is exposed to the risks of changes in foreign currency exchange rates with regard to its trading activities.
The US dollar is the functional currency of the Company, as the majority of transactions are denominated in US dollars.
The Company is not exposed to significant non US Dollar exposure and these positions are monitored regularly to
assess the need for hedging. Trading activities transacted in currencies other than US dollars (principally euros and
pounds sterling) are hedged through forward foreign exchange contracts.

Going concern

The Group’s forecasts and projections, which include the Company, taking into account reasonably possible changes
in performance and the impact of the risks and uncertainties outlined above, indicate it is appropriate for the Company
to adopt the going concern basis in preparing these financial statements.

As is customary with-commodity trade finance, many bank facilities are uncommitted in nature and, consistent with
prior years, are expected to continue uninterrupted for the foreseeable future, and we continue to enjoy a strong
relationship with the banking community.

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

Wik Roid

N Reid

Secretary
1 March 2019
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Directors’ report

The directors present their annual report and the audited financial statements for the year ended 31 December 2018.
The Company is incorporated in England and Wales and operates a branch located in Singapore.

The strategic report starting on page 2 contains details of the principal activity of the Company and provides information
on the development of the Company’s business during the year, details of exposure to risks and uncertainties and
indications of likely future developments and any significant post balance sheet events.

Directors

The directors who held office during the period and subsequently are shown on page 1.

Directors’ indemnities

The Company has made qualifying third party indemnity provisions for the benefit of its directors during the period
which remain in force at the date of this report.

Dividends
The directors recommend that no equity dividend be paid (2017: $nil) and that the profit be transferred to reserves.

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

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

2. the director has taken all the steps that he ought to have taken as a director in order to make himself aware of
any relevant audit information and to establish that the Company’s auditor is aware of that information.

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

Deloitte LLP have indicated their willingness to be reappointed for another term and appropriate arrangements have
been put in place for them to be deemed to be reappointed as auditors in the absence of an Annual General Meeting.

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

Wi [

N Reid
Secretary
1 March 2019



Glencore Commodities Ltd

Directors’ responsibilities statement

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 elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards and applicable law), including FRS 101 “Reduced Disclosure
Framework”. Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the company and of the profit or loss of the company for that
period. In preparing these financial statements, the directors are required to:

e select suitable accounting policies and then apply them consistently;
make judgments and accounting estimates that are reasonable and prudent;
state whether applicable UK Accounting Standards have been followed, subject 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 responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible for
safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of fraud
and other irregularities. -



Independent auditor’s report to the members of
Glencore Commodities Ltd

Report on the audit of the financial statements

Opinion
In our opinion the financial statements:
e give a true and fair view of the state of Glencore Commodities Ltd’s (the ‘Company’s’) affairs as at 31
December 2018 and of its profit for the year then ended;
e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice
including Financial Reporting Standard 101 “Reduced Disclosure Framework”; and
e have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements of the Company which comprise:
e the profit and loss account;

the statement of other comprehensive income;

the balance sheet;

the statement of changes in equity; and

the related notes 1to 17.

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law.
Our responsibilities under those standards are further descrlbed 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 requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We are required by ISAs (UK) to report in respect of the following matters where:
o the directors’ use of the going concern basis of accounting in preparation of the financial statements is not
appropriate; or
e 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 these matters.

Other information

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

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing
so, consider whether the other information is 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 this other information, we are required to report that fact.

We have nothing to report in respect of these matters.



Independent auditor’s report to the members of
Glencore Commodities Ltd (continued)

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the preparation of
the financial statements and for being satisfied that they give a true and fair view, and for such internal control as the
directors determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Company’s ability to continue 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 operations, or have no realistic
alternative 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 misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

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

Report on other legal and regulatory requirements

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:
e the information given in the Strategic Report and the Directors’ Report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and
e the Strategic Report and the Directors’ Report have been prepared in accordance with applicable legal
requirements.

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

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:
e adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us; or
¢ the financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or
e we have not received all the information and explanations we require for our audit.

We have nothing to report in respect of these matters.

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted
by law, we do not accept or assume responsibility to anyone other than the Company and the Company’s members as
a body, for our audit work, for this report, or for the opinions we have formed.

Chris.oﬁﬁr Jones FCA (Senior statutory auditor)
ForZdnd on behalf of Deloitte LLP

Statutory Auditor

London, United Kingdom

1 March 2019



Glencore Commodities Ltd

Profit and loss account
For the year ended 31 December 2018

Continuing operations Note
Turnover
Net trading income 2

Gross profit on trading activities

Service fees charged by group companies 1
Cost of service activities

Administrative expenses

Other operating income/(expense)

Operating profit 3
Interest receivable 5
Interest payable 6

Profit before taxation
Tax credit/(charge) on profit 7

Profit after taxation

The accompanying notes are an integral part of the financial statements.

Statement of other comprehensive income

Note
Profit for the financial year

Items which will not be reclassified subsequently to
profit or loss

Revaluation gain on changes in credit risk on financial
liabilities accounted for at fair value through profit
or loss or amortised cost 14

Gain on equity investments at fair value through other
comprehensive income 8

Total other comprehensive income

Total comprehensive income

The accompanying notes are an integral part of the financial statements.

2018 2017
$°000 $°000
22,356 28,944
22,356 28,944
6,052)  (11,579)
6,052)  (11,579)
(383) (580)
25 (1,118)
15,946 15,667
113 148
(169) (625)
15,890 15,190
2,408 (3,043)
18,298 12,147
2018 2017
$°000 $°000
18,298 12,147
56 -
841 614
897 614
19,195 12,761




Glencore Commodities Ltd
Company Registration Number: 01788823

Balance sheet
As at 31 December 2018

Fixed assets
Investments

Current assets
Debtors
Cash at bank and in hand

Creditors: amounts falling due
within one year

‘Net current assets

Total assets less current liabilities, being net assets

Capital and reserves
Called up share capital
Revaluation reserve
Profit and loss account

Total shareholders’ funds

The accompanying notes are an integral part of the financial statements.

These financial statements were approved by the Board of Directors on 1 March 2019.

Signed on behalf of the Board of Directors

fob X

A Beard

Director

Note

10

13
14
14

2018 2017
$°000 $°000
4,111 3,273

1,925,535 1,559,934
372 3,035
1,925,907 1,562,969

(1,585,702) (1,241,454)

340,205 321,515
344,316 324,788
949 949
897 -
342,470 323,839
344,316 324,788

10



Glencore Commodities Ltd

Statement of changes in equity

For the year ended 31 December 2018

As at 1 January 2017

Profit for the year
Other comprehensive income

Total comprehensive income for the year

As at 31 December 2017

Impact from the adoption of IFRS 9 (note 1)

As at 1 January 2018

Profit for the year
Other comprehensive income

Total comprehensive income for the year

As at 31 December 2018

Share Revaluation Profit and
capital reserve loss account Total
$°000 $°000 $°000 $°000
(note 13) (note 14) (note 14)
949 - 311,078 312,027
- - 12,147 12,147
- - 614 614
- - 12,761 12,761
949 - 323,839 324,788
- - 333 333
949 - 324,172 325,121
- - 18,298 18,298
- 897 - 897
- 897 18,298 19,195
949 897 342,470 344,316

The accompanying notes are an integral part of the financial statements.

11



Glencore Commodities Ltd

Notes to the financial statements
For the year ended 31 December 2018

1. Accounting policies

Glencore Commodities Ltd is a private company, limited by shares, incorporated in England and Wales. The
address of the registered office is 50 Berkeley Street, London, W1J 8HD.

The Company meets the definition of a qualifying entify under FRS 100 (Financial Reporting Standard 100)
issued by the Financial Reporting Council. These financial statements were prepared in accordance with FRS
101 (Financial Reporting Standard 101) ‘Reduced Disclosure Framework’ as issued by the Financial Reporting
Council.

Exemptions
The Company has taken advantage of the following exemptions available under FRS 101:

the exemption from preparing a statement of cash flows;

the exemption from disclosing key management personnel compensation;

the exemption from providing certain comparative information;

the exemption from disclosing the impact of standards in issue but not yet adopted; and

the exemption from disclosing transactions with other wholly-owned members of the group

The Company has taken advantage of the following exemptions available under FRS 101 as equivalent
disclosures have been given in the consolidated financial statements of Glencore plc which include the results
of Glencore Commodities Ltd:

o reduced disclosures for share based payments.
The financial statements of Glencore plc are available from the registered office at Queensway House, Hilgrove
Street, St Helier, Jersey, JE1 1ES or from the company’s website at www.glencore.com.
Basis of accounting
The financial statements are prepared on the historical cost basis of accounting, as modified by the inclusion of
financial instruments at fair value.
Going concern

The Company’s business activities, together with the factors likely to affect its future development, performance
and position are set out in the business review.

The Group’s forecasts and projections, which include the Company, taking into account reasonably possible
changes in performance and the impact of the risks and uncertainties outlined above, indicate it is approprlate
for the Company to adopt the going concern basis in preparing these financial statements.

As is customary with commodity trade finance, many bank facilities are uncommitted in nature and are expected
to continue uninterrupted for the foreseeable future, and we continue to enjoy a strong relationship with the
banking community.

12



Glencore Commodities. Ltd

Notes to the financial statements
For the year ended 31 December 2018

1. Accounting policies (continued)

Adoption of new and revised Standards

In the current year, the Company has applied a number of amendments to IFRSs issued by the International
Accounting Standards Board (IASB) that are mandatorily effective for an accounting period that begins on or
after 1 January 2018. Their adoption, including IFRS 15 Revenue from Contracts with Customers, has not had
any material impact on the disclosures or on the amounts reported in these financial statements, except for:

IFRS 9 — Financial Instruments

IFRS 9 supersedes IAS 39 “Financial Instruments: Recognition and Measurement” and covers classification
and measurement of financial assets and financial liabilities, impairment of financial assets and hedge
accounting. IFRS 9 modifies the classification and measurement of certain classes of financial assets and
liabilities and requires the Company to reassess classification of financial assets from four to three primary
categories (amortised cost, fair value through profit and loss, fair value through other comprehensive income),
reflecting the business model in which assets are managed and their cash flow characteristics. Financial liabilities
continue to be measured at either fair value through profit and loss or amortised cost. In addition, IFRS 9
introduced an expected credit loss (“ECL”) impairment model, which means that anticipated as opposed to
incurred credit losses are recognised resulting in earlier recognition of impairments.

Changes in accounting policies resulting from IFRS 9 have been applied as at 1 January 2018, with no
restatement of comparative information for the prior year. Consequently, any difference between the carrying
amount of financial instruments under IAS 39 and the carrying amount under IFRS 9 has been recognised in the
opening retained earnings as at date of initial application.

The following summarises the impact from the adoption of IFRS 9:

e Presentational changes primarily in the investments, debtors and creditors (see notes 9 and 10) note
disclosures to reflect the business model and cash flow characteristics of these assets and liabilities and group
them into their respective IFRS 9 category or other IFRS classification;

* Additional disclosure around classification and measurement of financial instruments (notes 9 and 10 and
Table 1 below); and

¢ An additional net credit loss allowance and fair value adjustments of $0.3 million as at 1 January 2018,
recognised against opening retained earnings. Also see Table 2 below.

13



Glencore Commodities Ltd

Notes to the financial statements
For the year ended 31 December 2018

1. Accounting policies (continued)

Table 1: Summary of the change in classification and measurement of financial assets and liabilities under

IFRS 9 and IAS 39 at the date of initial application, 1 January 2018:

Original New Original New
measurement measurement carrying carrying
category category amounts Effect of amount
under under under IFRS 9 under
IAS 39 IFRS 9 IAS 39 adoption IFRS 9
Note $°000 $000 $7000
Financial assets
Fair value
through other
Available for  comprehensive
Investments 8 sale investment income 200 3) 197
Fair value
Loansand  through profit
Trade debtors 9 receivables and loss 964,787 (913) 963,874
Fair value
through profit
Cash at bank and in hand and loss Amortised cost 3,035 - 3,035
Financial liabilities
Short term loans and overdrafts Amortised cost Amortised cost (150,627) - (150,627)
Fair value
through profit
Trade creditors 10 Amortised cost and loss (139,727) 1,249 (138,478)
333

14



Glencore Commodities Ltd

Notes to the financial statements
For the year ended 31 December 2018

1. Accounting policies (continued)

Table 2: Summary of net credit loss and fair value adjustments recognised on initial adoption of IFRS 9:

Effect of IFRS 9

adoption
recognised as at
01 January 2018

Note Measurement attributes $°000
Financial assets and liabilities at
amortised cost
Trade advances 9 ECL is estimated using a provision matrix -

based on reference to past default experience,
adjusted as appropriate for current observable
data.

Financial assets and liabilities at fair
value through other comprehensive
income

Fair value is determined by reference to
Investments 8 observable quoted market prices. 3)

Financial assets and liabilities at fair
value through profit and loss

Trade debtors 9 Based on observable quoted commodity prices 913)
adjusted by a discount rate, which captures the
time value of money and counterparty credit

Trade creditors 10 considerations. 1,249

333

Currency of financial statements

As the Company undertakes the majority of its trading transactions in US dollars, which is its functional
currency, these financial statements have been prepared in that currency.

15



Glencore Commodities Ltd

Notes to the financial statements
For the year ended 31 December 2018

1. Accounting policies (continued)

Turnover

Turnover comprises net trading income, which primarily consists of recognised gains and losses from trading in
oil derivatives. Turnover is measured at fair value of the consideration received or receivable and represents
amounts receivable for derivative transactions in the normal course of business, net of discounts, VAT and other
related taxes.

All other charges for purchases, including delivery and hedging on terminal markets and all credits for sales and
other charges to customers (with the exception of foreign exchange gains and losses, which are dealt with in
accordance with the policy on foreign currencies below) are recognised when the performance obligations have
been satisfied, which is once control of the goods and / or services has transferred from the Company to the
buyer.

All traded instruments are evaluated with reference to market prices prevailing at the balance sheet date. Within
net trading income, unrealised gains and losses on valuation of traded instruments are recognised in the profit
and loss account.

Service fees and other recharges

Service fees and other recharges to and from group companies are accounted for on an accruals basis according
to agreements with other group companies.

Foreign currencies

Transactions during the year in currencies other than US dollars are translated into US dollars at the exchange
rates ruling at the dates of the transactions. Monetary assets and liabilities in currencies other than US dollars
are translated into US dollars at the rates ruling on the balance sheet date. Exchange adjustments are dealt with
in the profit and loss account in the year in which they arise.

Fixed asset investments

Equity investments are recorded at fair value. The Company designated these investments that are not held for
trading as at fair value through other comprehensive income. As a result, changes in fair value are recorded in
the statement of other comprehensive income. Dividends from these investments are recognised in the profit and
loss account, unless the dividend represents a recovery of part of the cost of the equity investment.

Financial instruments

Financial assets and financial liabilities are recognised in the Company’s Balance Sheet when the Company
becomes a party to the contractual provisions of the instrument.

All assets and liabilities have been disclosed gross unless the Company currently has both a ]egally enforceable
right of offset and intention to do so.

Financial assets are classified as either financial assets at amortised cost, at fair value through other
comprehensive income (FVTOCI) or at fair value through profit or loss (FVTPL) depending upon the business
model for managing the financial assets and the nature of the contractual cash flow characteristics of the financial
asset. Financial assets are initially recognised at fair value on the trade date, including, in the case of instruments
not recorded at fair value through profit or loss, directly attributable transaction costs. Subsequently, other
investments, provisionally priced trade debtors and derivatives are carried at fair value and trade debtors that do
not contain provisional price features, loans and other debtors are carried at amortised cost adjusted for any loss
allowance.

Trade creditors, other than derivatives and those containing provisional price features, are initially recognised at
fair value of consideration received net of transaction costs as appropriate and subsequently carried at amortised
cost. Trade creditors that contain provisional pricing features and derivatives are carried at FVTPL.

16



Glencore Commodities Ltd

Notes to the financial statements
For the year ended 31 December 2018

‘ 1. Accounting policies (continued)
(i) Impairment of financial assets

A loss allowance for expected credit losses is determined for all financial assets, other than those at FVTPL, at
the end of each reporting period. The expected credit loss recognised represents a probability-weighted estimate
of credit losses over the expected life of the financial instrument.

The Company applies the simplified approach to measure the loss allowance for trade receivables classified at
amortised cost, using the lifetime expected loss provision. The expected credit losses on these financial assets is
estimated using a provision matrix by reference to past default experience and an equivalent credit rating,
adjusted as appropriate for current observable data and forward-looking information.

For all other financial assets at amortised cost, the Company recognises lifetime expected credit losses when
there has been a significant increase in credit risk since initial recognition, which is determined by:

. a review of overdue amounts;
. comparing the risk of default at the reporting date and at the date of initial recognition; and
. an assessment of relevant historical and forward-looking quantitative and qualitative information.

For those balances that are beyond 30 days overdue it is presumed to be an indicative indicator of a significant
increase in credit risk.

If the credit risk on the financial instrument has not increased significantly since initial recognition, the Company
measures the loss allowance for that financial instrument at an amount equal to 12-months expected credit loss,
which comprises the expected lifetime loss from the instrument were a default to occur within 12 months of the
reporting date.

The Company considers an event of default has materialised and the financial asset is credit impaired when
information developed internally or obtained from external sources indicates that the debtor is unlikely to pay
the Company without taking into account any collateral held by the Company or if the financial asset is more
than 90 days past due unless the Company has reasonable and supportable information to demonstrate that a
more lagging default criterion is more appropriate. The Company writes off a financial asset when there is
information indicating that the debtor is in severe financial difficulty and there is no realistic prospect of
recovery.

(ii) Derecognition of financial assets and financial liabilities

The Company derecognises a financial asset when the contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to
another party. If the Company neither transfers nor retains substantially all the risks and rewards of ownership
and continues to control the transferred asset, the Company recognises its retained interest in the asset and an
associated liability for amounts it may have to pay. If the Company retains substantially all the risks and rewards
of ownership of a transferred financial asset, the Company continues to recognise the financial asset-and also
recognises a collateralised borrowing for the proceeds received.

The Company derecognises financial liabilities when the Company’s obligations are discharged, cancelled or
have expired.

All assets and liabilities have been disclosed gross unless the Company currently has both a legally enforceable
right of offset and intention to do so.

Derivative financial instruments

The Company enters into derivative financial instruments, such as commodity futures and options and
commodity swaps, for trading purposes. All derivative instruments are measured at fair value upon initial
recognition and are re-measured to fair value at each subsequent reporting date. Movements in fair value of
derivative instruments are recognised in the profit and loss account.
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‘1. Accounting policies (continued)

Derivative financial instruments, receivables and payables (including amounts owed by and to group companies)
are offset and the net amount presented in the balance sheet when the Company has a legally enforceable right
to set off the recognised amounts and either intends to settle on a net basis, or to realise the receivable and settle
the payable simultaneously.

Taxation

Income taxes consist of current and deferred income taxes. Current taxes represent income taxes expected to be
payable based on enacted or substantively enacted tax rates at the period end on expected current taxable income,
-and any adjustment to tax payable in respect of previous years. The Company assesses its liabilities and
contingencies for all years based upon the latest tax information available.

The Company believes it has adequately provided for the outcome of all tax matters, but future results may
include favourable or unfavourable adjustments to these estimated tax liabilities in the period the final
assessments are made. The final outcome of tax examinations may result in a materially different outcome than
assumed in the tax liabilities, although it is not considered to be appropriate to quantify any further potential
exposure, and any potential materially different outcome is not expected to arise within the next financial year.

Deferred taxes are recognised for temporary differences between the carrying amounts of assets and liabilities
in the financial statements and the corresponding tax bases used in the computation of taxable income, using
enacted or substantively enacted income tax rates, which are expected to be effective at the time of reversal of
the underlying temporary difference. Deferred tax assets and unused tax losses are only recognised to the extent
that their recoverability is probable.

Deferred tax assets are reviewed at reporting period end and amended to the extent that it is no longer probable
that the related benefit will be realised. To the extent that a deferred tax asset not previously recognised but
which subsequently fulfils the criteria for recognition, an asset is then recognised. Deferred tax assets and
liabilities are offset when they relate to income taxes levied by the same authority and the Company has both
the right and the intention to settle its current tax assets and liabilities on a net or simultaneous basis. The tax
effect of certain temporary differences is not recognised principally with respect to the initial recognition of an
asset or liability (other than those arising in a manner that initially impacted accounting or taxable profit).

Current and deferred tax are recognised as an expense or income in the consolidated statement of income, except
when they relate to items that are recognised outside the consolidated statement of income (whether in other
comprehensive income or directly in equity).

Critical accounting judgements and key sources of estimation uncertainty

The preparation of the financial statements requires management to make judgements, estimates and
assumptions that affect the reported amounts of assets and liabilities as well as the disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during
the reporting period. Estimates and assumptions are continually evaluated and are based on historical experience
and other factors, including expectations of future events that are believed to be reasonable and relevant under
the circumstances, independent estimates, quoted market prices and common, industry standard modelling
techniques. Actual outcomes could result in adjustments to the carrying amount of assets or liabilities affected
in future periods.

There are no critical accounting judgements or sources of estimation uncertainty significant enough to warrant
disclosure under IAS 1 — Presentation of Financial Statements.
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2. Turnover

Tumover includes net trading income from the Company’s main business activity, buying and selling oil
derivatives.

3. Operating profit

2018 2017
.o $°000 $°000

Operating profit is stated after charging / (crediting) :
Net foreign exchange (gain) / loss (25) 1,118
Auditor’s remuneration — audit fees 348 321
— taxation compliance services 17 16

4. Directors’ and employees’ remuneration

The Company has no employees (2017: none). The directors received no remuneration from the Company during
the year (2017: $nil). Directors’ remuneration and costs for services performed in relation to the Company are
paid by the immediate parent company and cannot be separately attributed to the Company from services to the
parent and fellow subsidiaries. Services for the Company are performed by employees of the immediate parent
company, for which a service charge is made.

One director of the Company is a member of the parent company’s defined benefit pension scheme (2017: two)
and one director is a member of the defined contribution scheme (2017: one).

5. Interest receivable
2018 2017
$°000 $°000
Interest receivable from other loans and receivables 22 7
Income from investments ' 91 : 141
113 148

6. Interest payable

2018 2017
$°000 $°000
Interest payable on bank loans and overdrafts repayable within one year 169 625

169 625
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7. Tax (credit)/charge on profit

(a)  Analysis of tax charge

2018 2017
$°000 $°000

United Kingdom corporation tax at 19% (2017: 20%/19%)
based on the profit for the year - 2,803
Foreign tax for current year 395 222
Prior year adjustments relating to UK corporation tax (2,803) -
Current tax (credit)/charge for the year (2,408) 3,025
Deferred tax for current year - 18
Total tax (credit)/charge for the year (2,408) 3,043

(b)  Factors affecting tax (credit)/charge for the current year

The tax assessed for the period is lower (2017: higher) than that resulting from applying the standard rate of
corporation tax in the UK of 19% (2017: 20%/19%).

2018 2017
$°000 $°000
Profit before tax : 15,890 15,190
Tax at 19% thereon (2017: 20%/19%) 3,019 2,925
Effects of:
Expenses not deductible . 206 150
Income not taxable (18) -
Deferred tax written off - 18
Difference in tax rates on overseas earnings (94) (50)
Prior year adjustment to current tax due to losses (2,803) -
Group relief claimed for nil consideration (2,718) -
Total tax (credit)/charge for the year (2,408) 3,043

Legislation was introduced in the Finance Bill 2016 and enacted at the balance sheet date, to reduce the main
rate of corporation tax to 17%, from 1 April 2020.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the
temporary differences to which they relate unwind based on tax rates (and tax laws) that have been enacted or
substantively enacted by the balance sheet date.

Since the reductions of the corporation tax rate to 19% and 17% were enacted by the balance sheet date, the
deferred tax balances at 31 December 2018 have been assessed accordingly.

Prior year adjustments relate to retrospective loss relief for eligible tax losses in fellow UK Group entities.
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8. Investments

Listed Guarantee Exchange Total

investments fund seats investments

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

At 1 January 2017 2,307 1,726 200 4,233
Additions - - - -

Reductions - (1,574) - (1,574)
Revaluations 614 - - 614
At 31 December 2017 2,921 152 200 3,273

IFRS 9 adjustment - - 3) ?3)
Additions - - - -
Reductions - - - -
Revaluations 841 - - 841
At 31 December 2018 3,762 152 197 4,111

Investments are stated at fair value.

Guarantee fund at the end of 2018 represents cash on deposit, linked to the Company’s membership of the
NASDAQ Clearing participant sponsored default fund. Clearing participant contributions to the default fund are
mandatory, and the contributions are proportional to the exposures of each clearing participant, which has driven
the reduction during the year. Cash contributions are normally made on a quarterly basis and interest accrues at
variable market rates. Following a default fund exit, the Clearing House shall release the participant’s
contributed assets on the first contribution day following the default fund exit, subject to certain conditions and
fund rules as defined by NASDAQ Clearing.

9. Debtors
2018 2017

$°000 $°000
Amounts due within one year:
Financial assets at fair value through profit and loss
Trade debtors 196,285 821,076
Amounts owed by group companies 558,389 143,711
Derivative financial instruments — third parties (note 11) 1,146,208 417,895
Derivative financial instruments — group companies (note 11) 21,397 177,088
Non-financial assets
UK corporation tax 2,941 -
Other debtors 315 164

1,925,535 1,559,934
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10. Creditors

2018 2017

$°000 $°000
Amounts falling due within one year:
Financial liabilities at fair value through profit and loss
Short term loans and overdrafts 189,941 . 150,627
Trade creditors 632,890 118,223
Amounts owed to group companies 19,396 21,504
Derivative financial instruments — third parties (note 11) 471,400 884,728
Derivative financial instruments — group companies (note 11) 271,197 62,975
Non-financial liabilities
UK corporation tax - 2,791
Foreign corporation tax - 445 263
Accruals 433 343

1,585,702 1,241,454

11. Financi'al instruments

Derivative financial instruments
The Company trades derivative financial instruments including commodity futures and options and commodity
swaps. The fair value of the derivative financial instruments at the balance sheet date is as follows:

2018 2017
$°000 $°000

Financial assets :
Commodity futures and options 562,004 78,516
Commodity swaps 584,204 339,379
Derivative financial instruments owed by group companies 21,397 177,088

1,167,605 594,983

2018 2017
$°000 $000
Financial liabilities
Commodity futures and options 81,943 623,345
Commodity swaps 389,457 261,383
Derivative financial instruments owed to group companies 271,197 62,975

742,597 947,703

Liquidity and credit risk

In the normal course of trading activities, derivative financial instruments are often settled before maturity date
and therefore classified as current assets or current liabilities. However, if held to maturity, of the $1,167,605,000
financial assets above, $1,056,297,000 is due to mature within one year (2017: $539,864,000), with the
remaining $111,308,000 maturing in more than one year (2017: $55,119,000).
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11.

Financial instruments (continued)

Of the $742,597,000 financial liabilities above, $663,491,000 is due to mature within one year (2017:
$876,712,000), with the remaining $79,106,000 maturing in more than one year (2017: $70,991,000). All other
financial assets and financial liabilities are due within one year.

Further information on relevant risks and how they are managed is provided in the Strategic Report on pages 2
to 4.

Credit risk disclosures have not been provided as these are not considered material. There is no concentration of
financial exposure to counterparties. '

The following changes in the fair value of derivative financial instruments, including commodity trading
contracts and forward foreign exchange contracts have been charged to profit and loss in the year:

2018 2017
$°000 $°000
(Loss)/profit
Commodity futures and options 1,024,890 (397,168) -
Commodity swaps 116,751 432,675
Derivative financial instruments with group companies (363,913)  (143,279)

Other financial assets and liabilities

Other financial assets and liabilities comprise cash at bank, trade and other debtors, and trade and other creditors.
The carrying value of these is approximately equal to the fair value.

Fair value of financial instruments

There is no difference between fair value and the value at which the Company could have settled their financial
assets and liabilities at the year end.

Fair value measurement

Quoted bid prices in an active market, have been used to determine the fair value of all types of financial
instruments at the balance sheet date treated as level 1 in the IFRS 13 fair value hierarchy.

Where no active market exists for a financial instrument, fair value is determined using valuation techniques,
including use of recent arm’s length transactions and reference to the market value of another instrument which
is substantially the same and are treated as level 2 in the IFRS 13 fair value hierarchy.
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11.

Financial instruments (continued)

The following tables show the fair values of the derivative financial instruments including commodity futures,
options and swaps by type of contract as at 31 December 2018 and 31 December 2017. ‘

Level 1 Level 2 Total
31 December 2018 . $°000 $°000 $°000
Financial assets — Commodity related contracts
Futures 562,002 - 562,002
Options - 3 3
Swaps 164,108 441,492 605,600
726,110 441,495 1,167,605
Level 1 Level 2 Total
31 December 2018 $000 $°000 - $°000
Financial liabilities — Commodity related contracts
Futures 40,947 - 40,947
Options 81,997 - 81,997
Swaps 239,150 380,503 619,653
362,094 380,503 742,597
Level 1 Level 2 Total
31 December 2017 . $000 $°000 $°000
Financial assets — Commodity related contracts
Futures 51,912 - 51,912
Options 58,676 17,804 76,480
Swaps 171,064 295,527 466,591
281,652 313,331 594,983
Level 1 Level 2 Total
31 December 2017 - $°000 $°000 $°000
Financial liabilities - Commodity related contracts
Futures 620,562 - 620,562
Options - 2,783 2,783
Swaps 96,302 228,056 324,358

716,864 230,839 947,703

There have been no transfers between the levels during the current or prior years.

24



Glencore Commodities Ltd

Notes to the financial statements
For the year ended 31 December 2018

11,  Financial instruments (,coniinued)
Offsetting of financial assets and liabilities ‘
In accordance with IAS 32 the Company reports financial assets and liabilities on a net basis in the balance sheet
only if there is a legally enforceable right to set off the recognised amounts and there is intention to settle on a
net basis, or to realise the asset and settle the liability simultaneously. The financial assets and liabilities subject
to offsetting, enforceable master netting and similar agreements as at 31 December 2018 and 2017 were as
follows:
Amounts eligible for set off under Related amounts not set off under
2018 nettin t tti reement Amounts Total as
ething agreements netling agreements not subject presented in
$°000 Amounts Net Financial Financial Net a tz:rent::é the bals":::;
Gross amount offset amount | instruments  collateral amount | *&"
ii;‘t‘; atve | 15910,867 (11,762,517) 1,148,350 | (178269) (514,131) 455950 | 19255 1,167,605
E:g:;:‘t’:;;’e (12,235,106) 11,762,517 (472,589) 178269 58,139 (236,181) | (270,008)  (742,597)
Amounts eligible for set off under Related amounts not set off under
. . Amounts Total as
2017 netting agreements netting agreements . .
not subject presented in
$°000 Amounts Net | Financial Financial Net a toe:;t::t% the bal;r:::
Gross amount offset amount | instruments _ collateral amount | *&"
?;’e‘tvs AUVE | 8624735  (8,206,840) 417,895 | (106,123) (61,053) 250,719 | 177,088 594,983
E:;:}’l‘t’lt;‘s'e (9,091,568) 8,206,840 (884,728) 106,123 579,374 (199,231) | (62,975) = (947,703)

It is the Company’s policy that transactions and activities in trade related financial instruments be concluded
under master netting agreements or long form confirmations to enable balances due to/from a common
counterparty to be offset in the event of default, insolvency or bankruptcy by the counterparty.

Value at risk

One of the tools used by the Oil division, which includes the Company, to monitor and limit its primary market
risk exposure, principally commodity price risk related to its principal activity, the purchase and sale of energy
derivatives, including those with group companies, is the use of a value at risk (“VaR”) computation. VaR is a
risk measurement technique which estimates the potential loss that could occur on risk positions as a result of
movements in risk factors over a specified time horizon, given a specific level of confidence and based on a
specific price history. The VaR methodology is a statistically defined, probability based approach that takes into
account market volatilities, as well as risk diversification by recognising offsetting positions and correlations
between commodities and markets. In this way, risks can be measured consistently across all markets and
commodities and risk measures can be aggregated to derive a single risk value which is applied at a division not
entity level, hence the VaR measure is not disclosed for the Company. The Company has set an Oil divisional
VaR limit, which was not exceeded during the year. Further explanation of the VaR approach is provided in the
financial statements of the ultimate parent, Glencore plc.
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12.

13.

14.

15.

16.

Deferred tax

2018 2017
$°000 $°000
Movement on deferred tax balance in the year

Opening (asset) - (18)
Charge to profit and loss account - 18

Closing (asset)/liability . -

Called up share capital

2018 2017
$°000 $°000
Authorised, allotted and fully paid
500,000 ordinary shares of £1 each 949 949

Reserves
A description of each reserve is set out below.

Revaluation reserve

This reserve relates to the cumulative revaluation due to changes in credit risk under IFRS 9 on financial-
liabilities accounted for at fair value through profit or loss or amortised cost. This also includes the fair value
movement under IFRS 9 on equity investments at fair value through other comprehensive income.

Profit and loss account

This reserve relates to the cumulative retained earnings less amounts distributed to shareholders.

Guarantees, bonds and letters of credit

Guarantees, bonds and letters of credit are given in the normal course of business and outstanding at the balance
sheet date amounted to $142,327,000 (2017: $3,000). The balance outstanding at the balance sheet date is
dependent on trading activity.

Immediate and ultimate parent company

The immediate parent company is Glencore UK Ltd, a company incorporated in the United Kingdom and
registered in England and Wales.

The ultimate parent and controlling company is Glencore plc, a company incorporated in Jersey with registered
office at Queensway House, Hilgrove Street, St. Helier, Jersey JE1 1ES. Glencore plc is the smallest and largest
group into which the Company is consolidated, and produces publicly available consolidated financial
statements.
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17.  Related party transactions and balances

Group balances disclosed in the financial statements include wholly owned subsidiaries, associates and joint
ventures of Glencore plc. Transactions with related parties that are group companies which are not wholly owned
are shown below. '

Nature of transactions

All related party transactions were executed on normal commercial terms and conditions. The nature of the
transactions with related parties was sales and purchases of derivative instruments.

Value of transactions

2018 2017
$°000 $°000
Sales and purchases of derivative instruments 1,332 15,273

Balances with related parties
The following were the balances with related parties at the end of the year. They are shown on an aggregate

basis:
2018 2017
$°000 $°000
Amounts owed by group undertakings ) 8,467 1,437
Amounts owed to group undertakings : 2,015 17,833
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