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CELTIC ENERGY LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 MARCH 2018

The directors present the strategic report for the vear ended 31 March 2018,

Fair review of the husiness
Celtic Energy Limited ("the company™} owns and operates opencast mines in South Wales.

The results for the company show a pre-tax profit of £14.0m (2017: £10.0m loss) for the year and turnover of £39.Im {2017:
£39.8m).

Turnover has reduced by approximately 2% compared to the year ended 31 March 2017 (24% reduction in the year 1o 31 March
2017 compared to the vear ended 31 March 2016}, as a result of lower domestic sales and falling world prices and lower

production.

Gross Profit ("GP") is the company's key indicator of operating effecliveness. Overall GP% has increased 10 62.3% from 1.3% in
2017.

The GP is after an exceptional reduction in provisions of £10.3m (2017: 4.7m exceptional increase in provision}, excluding these
exceptional provision movements gross profit would have been £14.0m, 35.9% (2017:£5.2m, 12.8%).

The directors also monitor performance by reference to non-financial key performance indicators as follows:

2018 2017
Number of accidents 13 13
Dangerous occurences - -
Number of complaints 21 29
Complaints excluding blasting 5 7

Site Development
Coaling operations are expected to be completed at East Pit in carly 2019 and restoration works will then commence with an
expected completion by the end of 2020.

Restoration works at Selar are expected to be completed by the end of 2016.

Coaling operations will restart in Nant Helen in 2019, conclude in 2021 with restoration due to be concluded by 2023.

General
Fluctuating global coal prices, environmental concerns about coal use and significant political and financial uncertainty
surrcunding Brexil arc also contributing (o the overall uncerlainty in the industry within which Cellic Energry operaites.




CELTIC ENERGY LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

Principal risk and uncertainties

Celiic Energy's business faces a number ol risks and uncenaintics, some of which are inherent in the nature of its operations.
Company management looks at each of the risks faced and chooses what it believes to be appropriate methods or strategies to
manage these risks 1o the extent (hat it is able (o do so. The Board periodically reviews ils chosen stralegics o ensurce it conlinucs
to meet the challenges faced.

The key risks within the business may be summarised as follows:

Planning risk

The business is dependent on its ability to operate coal reserves with appropriate planning permissions and extraction licences.
We work in close co-operation with the relevant regulatory authorities both to operate the existing sites and also to seek valid
permissions for further economic coal reserves:

Market risk

The company operates within a highly competitive environment where prices are largely driven by world commodity markets.
The company operates its business 10 achieve a degree of stability in its prices over the short to medium term. whilst managing
cur productive capacity fo retlect our view of the longer term trend in market size:

Geological/mining risk

Qur site operations involve the extraction of a mineral from its natural environment and are susceptible to the inherent variability
n the volume, quality and accessibility of that mineral. Our mines are planned and managed using detailed geologicul and
engineering models and information to limit our exposure to those inherent variabilities, and their resulting impact on sales
volumes and our cost base; and

Operational risk

Our business involves the use of heavy equipment undertaking what are potentially environmentally sensitive activities. As such.
cur operations are planned and organised to address the heath & safety issues involved in our day-to-day working practices and
both the immediate and long term potential environmental impacts. Our operations are conducted with regular menitoring and
dialogne with the relevant regulatory authorities, ensuring -hat aur business is undertaken both responsibly and sustanably, within
appropriate constraints.

On behalf of the board

Mr W Watson
Director
5 September 2018




CELTIC ENERGY LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 MARCH 2018

The directors present their annual report and financial statetnents for the year ended 31 March 2018.

Principal activities
The principal activity of the company continued to be that of surface mine operatars.

Directors
The dircetors who held oftice during the year and up to the date of signature of the financial statements were as follows:

Mr R Walters

Mr W Watson

Mr R Thompson

Mr R E Morris

DHM Consultancy Limited

Results and dividends
The results for the year are set out on page 7.

Auditor
UHY Hacker Young have expressed their willingness to continue in office as auditor and appropriate arrangements have been put
in place for them to be deemed reappointed as auditor in the absence of an Annual General Meeting.

Statement of disclosure to anditor

So far as each person who was a director at the date of approving this report is aware, there is no relevant audit information of
which the company’s auditor is unaware. Additionally, the directors individually have taken all the necessary steps that they ought
to have taken as directors in order to make themselves aware of all relevant audit information and to establish that the company’s
auditor is aware of that information.

On behalf of the board

Mr W Watson
Director
5 September 2018




CELTIC ENERGY LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 MARCH 2018

The directors are responsible for preparing the annual report and the financial statements in accordance with applicable law and
rzgulations,

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). Under company law the directors must not approve the financial statements
unless they are satistied that they give a true aud 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:

select suitable accounting policies and then apply them consistently;
®*  make judgements and accounting estimates that are reasonable and prudent;
hd state whether applicable UK Accounting Standards have been followed, subject to any material departures disclosed and
explained in the financial statements;
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 sufticient 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 ircegularities.




CELTIC ENERGY LIMITED

INDEPENDENT AUDITOR'S REFPORT
TO THE MEMBERS OF CELTIC ENERGY LIMITED

Opinion

We have audited the financial statements of Celtic Energy Limited (the 'company") for the year ended 31 March 2018 which
comprise the profit and loss account, the statement of comprehensive income, the balance sheet, the statement of changes in
cquity and notes 1o the linancial stawcments, including a summary of significant accounting policics, The [inancial reporting
framework that has been applied in their preparation is applicable law and United Kingdom Accounting Standards, including FRS
102 The Financial Reporiing Standard applicable in the UK and Republic of Ireland (United Kingdom Generally Accepted
Accounting Practicc).

In our opinion the financial statements:

. give a true and fair view of the state of the company's affairs as at 31 March 2018 and of its profit for the year then
ended;
have been properly prepared in accordance with United Kingdem Generally Accepted Accounting Practice; and
L

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our
responsibilities under those standards are further described in the Auditor's responsibifities 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, mcluding the FRC’s Ethical Standard, and we have fulfilled our other ethical
rzsponsibilities 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 have nothing to report in respect of the following matters in relation to which the [SAs (UK) require us to report to you
where;

®  the directors' use of the going concern basis of accounting in the preparation of the financial statements 1s not appropriate;

or

® the directors have not disclosed in the financial statzments 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.

Other information

The directors are responsible for the other information, The other information comprises the information included in the annual
report, ether than the financial statements and our auditor’s report thereon. Our opinion on the linancial slatements docs 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 conneetion with eur audit of the financial statements, cur responsibility is to read the other informaltion and. in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the
audit or olherwise appears lo be materially misstated. 1f we identify such material inconsislencies or apparent malterial
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 thal there is a material
misstatement of this other information, we are required to report that fact.

We have nothing to repert in this regard.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, bascd on the work undertaken in the course of our audit:
® 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
® the strategic report and the directors' report have been prepared in accordance with applicable legal requirements.




CELTIC ENERGY LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF CELTIC ENERGY LIMITED

Matters on which we are required to report by exception
[n the light of the knowledge and understanding of the company and its environment obtained in the course ol the audit, we have
not identifled material misstatements in the strategic report and the directors' report.

We have nothing to repert in respect of the following matters where the Companies Act 2006 requires us to report to you ifl in our
opinion:

®  adequate accounting records have not been kept, or returns adequate Lor cur audit have not been received [rom branches
not visited by us; or
the [inancial statements are not in agreement with the accounting records and returns; or
b certain disclosures of directors' remuneration specified by law are not made: or
. we have nol received all the information and explanalions we require for our audit.

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 1 necessary to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or crror.

In preparing the financial statements, the directors arc responsible for asscssing the company’s ability to continue as a going
congcern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the
directors cither intend te 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

Chir 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 opinien. Reasonable assurance is a
high level of assurance, but is not a guaraatee that an audit conducted in accordance with [SAs (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 reasonally be expected to influence the cconomic decisions of uscrs taken on the basis of these financial
staterments.

A turther description of our responsibilities for the audit of the financial statements is located on the Financial Reporting
Council’s website at: htip://www._trc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

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 compuny and the company s members as a body, tor our audit work. for this report. or for
the opinions we have formed.

Mr John Griffiths (Senior Statutory Auditor)
for and on behalf of UHY Hacker Young 5 September 2018

Chartered Accountants

Statutory Auditor Newport
South Wales
United Kingdom




CELTIC ENERGY LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 MARCH 2018

Notes
Turnover 3
Cost of sales:
Exceptional movement in operating provisions 4

Movement in deferred overburden
Gas oil derivative expenses
Other cost of sales

Total cost of sales

Gross profit

Administrative expenses {2017 included exceptional

costs of £1,7m) 4
Other operating income

Operating profit/{loss) 5
Interest receivable and similar income 9
[nterest pavable and similar expenses 10
Profit/{loss) before taxation

Taxation 11

Profit/{loss) for the financial year

The Profit And Loss Account has been prepared on the basis that all operations are continuing operations.

2018
£'000

10,304

1,394
(26.440)

2018
£000

39.063

(14,742}

24,321

(7,668)
700

17,353
321
3,701)

13973

(903)

13,070

2017 2017

£000 £1000

19,801
(4,655)
(5.17%
3.718
(33.181)

(39.295)

506

(7.332)

386

(6,440

1470

(5,011)

(9,981)

142

(9,839)




CELTIC ENERGY LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MARCH 2018

Profit/{loss) for the year

Other comprehensive income
Actuarial gain/{loss) on defined benefit pension schemes
Tax relating te other comprehensive income

Other comprehensive income for the year

Total comprehensive income for the year

2018
£'000

13,070

(190)

(12%)

12,942

L

2017
£000

(9,839

(986)

(830}

(10,669)




CELTIC ENERGY LIMITED

BALANCE SHEET
AS AT 31 MARCH 2018

Notes
Fixed assets
Tangible assets 13
Investment propertics 12
Current assets
Stocks 15
Debtors 18
Investments 16
Cash at bank and in hand
Creditors: amounts falling due within one
year 17
Net current assets
Total assets less current liabilities
Creditors: amounts falling due after more
than one year 19
Provisions for liabilities 21
Net assets excluding pension liability
Defined benefit pension liability 23

Net assets

Capital and reserves
Revaluation reserve
Other reserves

Profit and loss reserves

Taotal equity

2018
£000 £'000
9,167
12,724
21,891
7433
108,270
12,953
21,192
149,348
{5.941)
143,907
165,798
{130
(137.402)
28.266
28,266
1,060
19,000
17,206
28,266

2017
£000 £000
12,004
5,641
17,645
9,235
118,731
10,780
21,620
160,366
(7.164)
153,202
170,847
(340)
(154,235)
16,272
(948)
15,324
1,060
10,000
4,264
15.324

The financial statements were approved by the board of directors and authorised for issue on 5 September 2018 and are signed on

its behalf by:

Mr W Watson
Director

Company Registration No. 02997376

DHM Consultancy Limited




CELTIC ENERGY LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2018

RevaluationOther reservesProfit and loss Total
reserve reserves
£000 £000 £000 £000
Balance at | April 2016 1,060 10.000 14,933 25,993
Year ended 31 March 2017:
Loss for the year - - (9.839) (9.839)
Other comprehensive income:
Actuarial gains on defined beacfit plans - - (986) (986)
Tax relating to other comprehensive income - - 156 156
Total comprehensive income for the year - - (10.669) (10,669
Balance at 31 March 2017 1.060 10,000 4,264 15.324

Year ended 31 March 2018:
Profit for the year - - 13,070 13.070
Other comprehensive income;

Actuarial gains on definad benefit plans - - 62 62
Tax relating te other comprehensive income - - (190) (190}
Total comprehensive income for the year - - 12,942 12,042
Balance at 31 March 218 1.060 10,000 17,206 28.266

-10 -




CELTIC ENERGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

1 Accounting policies

Company information
Celtic Energy Limited is a private company limited by shares incorporated in England and Wales. The registered office i 9

Beddau Way, Castlegate Business Park, Cacrphilly, United Kingdom, CF83 ZAX,

L1  Accounting convention
These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting Standard applicable
in the UK and Republic of Ireland” (“FRS 102"} and the requirements of the Companies Act 2006.

The financial statements are prepared in sterling, which is the functional currency of the company. Monetary amounts in
these financial statements are rounded to the nearest £000.

The financial statcments have been prepared under the historical cost convention, modificd to include investment propertics
and certain financial instruments at fair value. The principal accounting policies adopted are set out below.

This company is a qualifying entity for the purposes of FRS 102, being a member of a group where the parent of that group
prepares publicly available consolidated financial statements, including this company, which are intended to give a true and
fair view of the assets, liabilities, financial position and profit or loss of the group. The company has therefore taken
advantage of exemptions from the following disclosure requirements:

® Scetion 4 ‘Statement of Financial Position” — Reconciliation of the opening and closing number of shares;
Section 7 ‘Statement of Cash Flows’ — Presentation of a statement of cash flow and related notes and disclosures;
Section 1] “Basic Financial [nstruments” and Section 12 *Other Financial Instrument Issues” — Carrying amounts,
interest income/expense and net gains/losses for each categery of financial instrument; basis of determining fair
values; details of collateral. loan defaults or breaches, details of hedges, hedging fair value changes recognised in
profit or loss and in other comprchensive income;

® Section 26 ‘Share based Payment” — Share-based payment expense charged to protit or loss, reconciliation of

opening and closing number and weighted average exercise price of sharg options, how the fair valug of options

granted was measured, measurement and carrying amount of liabilities for cash-settled share-based payments,

explanation of modifications to arrangements;

Section 33 “‘Related Party Disclosures’ — Compensation for key management personnel.

The financial statements of the company are consolidated in the financial stutements of Celtic Mining Group Limited.
These consolidated financial statements are available from its registered office, 9 Beddau Way, Castlegate Business Park,
Caerphilly, CF83 2AX.

1.2 Going concern
At the time of approving the financial statements, the directors have a reasonable expectation that the company has
adequate resources to continue in operational existence for the foreseeable future. Thus the directors continue to adopt the

going concern basis of accounting in preparing the financial statements.

1.3 Turnover
Turnover is recognised at the fair value of the consideration received or receivable for goods and services provided in the
normal course of business, and is shown net of VAT and other sales related taxes. The fair value of consideration takes into
account trade discounts, settlement discounts and volume rebates,

11 -




CELTIC ENERGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

Accounting policies (Continued)

Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the goods have passed
to the buyer (usually on dispatch of the goods), the amount of revenue can be measured reliably, it is probable that the
economic benefits associated with the transaction will flow to the entity and the costs incurred or to be incurred in respect
of the transaction can be measured reliably.

Tangible fixed assets
Tangible fixed assets are initially measured at cost and subsequently measured at cost or valuation. net of depreciation and
any impairment losses,

Depreciation is not provided on freehold land, On other assets depreciation is recognised so as to write off the cost or
valuation of assets less their residual values over their useful lives on the following bases:

Freehold land and buildings 2% per annum on buildings, land not depreciated
Plant and machinery fixed* 10% per annum

Computer equipment 33% per annum

Plant and machinery - mobile*® 12.5% to 20% per annum

Surface works 10% per annum

Surface mine preparation, restoration, rehabilitation unit of production basis
and pre-coaling costs
Motor vehicles 33% per annum

The gain or loss arising on the dispoesal of an asset is determined as the difference between the sale proceeds and the
carrying valuc of the asset, and is credited or charged to profit or loss.

* Mobile plant and machinery 1s depreciated on a straight line basis as disclosed above. However, depreciation of plant is
absorbed into capitalised stripping costs based on the total forecast site depreciation and the current stage of the site's
completion (percentage ol coal mined basis). The corresponding credii offsets the original depreciation charge in cost of
sales.

Investment properties

Investment property, which is property held to earn rentals and/or for capital appreciation, is measured using the fair value
model and stated at its fair valuc as the reporting end date. The surplus or deficit on revaluation is recognised in the profit
and loss account.

Where fair value cannot be achieved without undue cost or effert, investment property is accounted for as tangible fixed
ASSCLS.

Depreciation is not provided in respect of investment propertics.

Stocks

Stocks arc stated at the lower of cost and cstimated selling price less costs 10 complele and sell. Cost comprises direct
materials and, where applicable, direct labour costs and those overheads that have been incurred in bringing the stocks to
their present localion and condition.

Costincludes production and preparation costs appropriate to the relevant stage of production.

Stocks held for distribution at no or nominal consideration are measured at cost, adjusted where applicable for any loss of
service potential.

At each reporting date. an assessment is made for impairment. Any excess of the carrying amount of stocks over its
estimated selling price less costs to complete and sell is recognised as an impairment loss in profit or loss. Reversals of
impairment Insses are also recognised in profit or Toss.

12 -




CELTIC ENERGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

1.7

Accounting policies (Continued)

Financial instruments
The company has elected to apply the provisions of Section L] *Basic Financial Instruments’ and Section 12 “Other
Financial Instruments Issues” of FRS 102 10 all of its financial instruments.

Financial instruments are recognised in the company's balance sheet when the company becomes party to the conlractual
provisions of the instrument.

Financial assets and liabilities are offset, with the net amounts presented in the financial statements, when there is a legally
enforceable right (o set off the recogmsed amounts and there is an intention o settle on a net basis or 1o realise the asset and
settle the liability simultaneously.

Basic financial assets

Basic financial assets, which include debtors and cash and bank balancces, are initially measured at transaction price
including transaction costs and are subsequently carried at amorttised cost using the effective interest method unless the
arrangement constitules a [inancing transaction, where the transaction is measured at the present value of the luture receipls
discounted at a market rate of interest. Financial assets classified as receivable within one year are not amortised.

Other financial assets

Other financial assets, including investments in equity instruments which are not subsidiaries, associates or joint ventures,
are intially measured at fair value, which is normally the transaction price. Such assets are subsequently carried at tair
value and the changes in fair value are recognised in profit or loss, except that investments in equity instruments that are
not publicly traded and whose fair values cannot be measured reliably are measured at cost less impairment.

Impairment of financial assets
Financial asscts, other than thosc held at fair value through profit and loss, arc asscssed for indicators of impairment at cach
reporting end date.

Financial assets are impaired where there is objective evidence that, as a result of one or mere events that occurred after the
initial recognition of the [inancial asset, the estimated [uture cash {lows have been alfected. I an asset is impaired. the
impairment loss is the difference between the carrying amount and the present value of the estimated cash flows discounted
at the asset’s original effeetive interest rate. The impairment loss is recognised in profit or loss.

If there is a decrease in the impairment loss arising from an event occurring afier the impairment was recognised, the
impairment is reversed. The reversal is such that the current carrying ameunt does not exceed what the carrying amount
would have been, had the impairment not previously been recognised. The impairment reversal is recognised in prolit or
loss.

Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire or are settled, or

when the company transfers the financial asset and substantially all the risks and rewards of ownership to another enfity, or
it some significant risks and rewards of ownership are retained but control of the asset has transferred to another party that

15 able to sell the asset in its entirety to an unrelated third party.

Classification of financial liabilities

Financial liabilities and equity instruments are classified according to the substance of the contractual arrangements entered
into, An equity instrument is any contract that evidences a residual interest in the assets of the company after deducting all
of its Jabilities.

-13 -




CELTIC ENERGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

1.9

Accounting policies (Continued)

Basie financial liabilities

Basic financial liabilities, including creditors, bank loans, loans from fellow group companies and preference shares that
are classificd as debt, are initially recognised at transaction price unless the arrangement constitutes a financing transaction,
where the debt instrument is measured at the present value of the future payments discounted at a market rate of interest.
Financial liabilities classified as payable within one year are nol amortised.

Debl instruments are subsequently carried at amortised cost, using the effective interest rate method.

Trade creditors are obligations to pay for geods or services Lhat have been acquired in the ordinary course of business trom
suppliers. Amounts payable are classified as current liabilities If payment is due within one year or less. If not. they are
presented as non-current liabilities. Trade creditors are recognised initially at transaction price and subsequently measured
at amortised cost using the effective interest method.

Other financial liabilities

Derivatives, including interest rate swaps and forward foreign exchange contracts, are not basic financial instruments.
Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently
re-measured at their fair valuz. Changes in the fair value of derivatives are recognised i profit or loss in finance costs or
finance inceme as appropriate, unless hedge accounting is applied and the hedge is a cash flow hedge,

Debt instruments that do not meet the conditions in FRS 102 paragraph 1 1.9 are subsequently measured at fair value
through profit or loss. Debt instruments may be designated as being measured at fair value though profit or loss to eliminate
or reduce an accounting mismatch or if the instruments are measured and their performance evaluated on a fair value basis
in accordance with a documented risk munagement or investment strutegy.

Derecognition of financial liabilities
Financial liabilitics are derecognised when the company’s contractual obligations expite or are discharged or cancelled.

Derivatives

Derivatives are initially recognised at fair value at the date a derivative contract is entered into and are subsequently
remeasured to fair value at each reporting end date. The resulting gain or loss is recognised in profit or loss immediately
unless the derivative is designated and effective as a hedging instrument, in which evert the timing of the recognition in
profit or loss depends on the nature of the hedge relationship.

A derivative with a positive fair value is recognised as a financial asset, whereas a derivative with a negative fair value is
recognised as a financial lability.

Taxation
The tax expense represents the sum of the tax currently payahle and deferred tax.

Current tax

The tax currently payable is bascd on taxable profit for the year. Taxable profit differs from net profit as reported in the
profit and loss account because it excludes items of income or expense that are taxable or deductible in other years and it
further excludes items that are never taxable or deductible. The company’s liability for current tax is calculated vsing tax
rates that have been enacted or substantively enacted by the reporting end date.

14 -




CELTIC ENERGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

1.10

1L.11

L12

Accounting policies (Continued)

Deferred tax

Deferred tax liabilities are generally recognised for all timing differences and deferred tax assets are recognised to the
cxtent that it is probable that they will be recovered against the reversal ol deferred tax liabilitics or other future taxable
profits. Such assets and liabilities are not recognised if the timing difference arises from goodwill or frem the initial
recognilion of other assels and lLiabililies in a transaction that atfects neither the tax profit nor the accounting profit.

The carrying amount of deferred tax asscts is reviewed at cach reporting end date and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered. Deferred tax
15 calculated at the tax rates that are expected o apply in the period when the Lability is settled or the asset is realised.
Deferred tax is charged or credited in the profit and loss account. except when it relates to items charged or credited
directly lo equily. in which case the deferred tax is also dealt wilh in equity. Deferred (ax assets and liabilities are oftsel
when the company has a legally enforceable right to offset current tax assets and liabilities and the deferred tax assets and
liabilities relate to taxes levied by the same tax authority.

Provisions

Provisions are recognised when the compuany has a legal or constructive present obligation as a result of a pust event, it is
probable that the company will be requited to settle that obligation and a reliable estimate can be made of the amount of the
abligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation at the
reporting end date, taking into account the risks and uncertainties surrounding the obligation. Where the effect of the time
value of money is material, the amount expected to be required to settle the obligation is recognised at present value. When
a provision is measured at present value, the unwinding of the discount is recognised as a finance cost in profit or loss in
the period in which it arises.

Employee benefits
The costs of short-term employee benefiss are recognised as a liability and an expense, unless those costs are required to be
recognised as part of the cost of stock or fixed assets.

The cost of any unused holiday entitlement is recognised in the period m which the employee’s services are received.
Termination benefits are recegnised immediately as an expense when the company is demonstrably committed to terminate

the employment of an employee or to provide termination benefits.

Retirement benefits
The company opcrates both a delined benefit scheme and defined contribution schemes.

Payments e delined contribution retirement benefit schemes are charged as an expense as they fall due.

In respect of the defined benefit scheme, contributions are paid to the scheme in accordance with the recommendations of
independent actuaries 10 enable the trustees to meet from the scheme the benefits aceruing in respect of current and future
service.

The cost of providing benefits under defined benefit plans is determined separately for each plan using the projected unit
credit method, and is based on actuarial advice.

The change in the net defined benefit liability arising from employee service during the year is recognised as an employee
cost. The cost of plan introductions. benefit changes, settlements and curtailments are recognised as an expense in
measuring profit or loss in the period in which they arise.
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L13

Accounting policies (Continued)

The net interest element is defermined by multiplying the net defined benefit liability by the discount rate, taking into
account any changes in the net defined benefit hiability during the period as a result of contribution and benetit payments.
The net interest is recognised in profit or loss as other finance revenue or cost.

Remeasurement changes comprise actuarial gains and losses, the effect of the asset ceiling and the return on the net defined
benefit liability excluding amounts included in net interest. These are recognised immediately in other comprehensive
income in the period in which they occur and are not reclassified to profit and loss in subsequent periods.

The net defined benefit pension asset or liability in the balance sheet comprises the total for each plan of the present value
of the defined benefit obligation (using a discount rate based on high quality corporate bonds), less the fair value of plan
assets out of which the obligations are to be settled directly. Fair value is based on market price information, and in the case
of quoted sccuritics is the published bid price. The valuc of a net peasion bencfit asset is limited te the amount that may be
recovered either through reduced contributions or agreed refunds from the scheme.

Pension scheme assets are measured using market value, Pension scheme liabilities are measured using a projected unit
method and discounted at the current rate of return an a high quality corporate bond of'equivalent term and currency to the
Liability. The increase in the present value of the Liabilities of the company's defined benefit pension scheme expected to
arise fram employee service in the period is charged to aperating profit. The expected return on the scheme's assets and the
increase during the period in the present value of the scheme's liabilities arising from the passage of time are included in
other finance costs. Actuarial gains and losses are recognised in the statement of total recognised gains and losses.

The pension scheme surplus. to the extent that it is considered recoverable, or deficits are recognised in full and presented
on the face of the balance sheet net of the related deferred tax.

The costs of providing other post retirement benefits are charged to the profit and loss account over the service lives of the
relevant employees,

Leases
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of
ownership to the lessees. All other leases are classified as operating leases.

Assets held under finance leases are recognised as assets at the lower of the assets fair value at the date of inception and the
present value of the minimum lease payments. The related liability is included in the balance sheet as a finance lease
obligation. Lease payments are treated as consisting of capital and interest elements. The interest is charged to the profit
and loss account so as fo produce a constant periadic rate of interest on the remaining halance of the liahility.
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114

L15

Accounting policies (Continued)
Mining costs

Explaration costs
Exploration costs Lo prove reserves al both existing and prospeclive sites are charged (o revenue as incurred.

Pre-coaling expenditure

Expenditure, other than recoverable land acquisition costs, incurred at each site prior to the extraction of coal is capitalised
in tangible fixed assets as surface mines and charged to the profit and loss account over the coaling life of the site on a unit
of production basis.

Capitalised stripping costs
Where the actual stripping ratio for 4 site (the ratio of muck to saleable coal) is higher than the expected average stripping
ratio, the excess removal cost is capitalised and included in site costs when the company is able to accurately estimate the

stripping ratio falls below the expected average stripping ratio,
No liability is recognised for deferred stripping cost.

Restoration and rchabilitation

The total costs of reinstatement of soil excavation and of surface restoration are recognised as a provision on site
commissioning when the obligation arises. The amount provided represents the present value of the expected future costs.
Costs are charged to the provision as incurred and the unwinding of the discount is included in the interest charge for the
year. An asset 1s ereated for «n amount equivalent to the initial provision and is included in fixed assets under opencast
sites, This is amortised to the profit and Joss account on a unit of production basis over the life of the site,

Repair and maintenance costs

Repair and maintenance costs under long-term sub-contract arrangements reflect the average committed cost of repair and
maintenance cbligations incurred up to the balance sheet date. Fxpenditure on repairs and maintenance is recognised in the
profit and loss account when a4 commitment to incur expenditure arises, through the operation of a contract or purchase
arrangement,
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

2 Judgements and key sources of estimation uncertainty

In the application of the company’s accounting policies, the directors are required to make judgements, estimates and
assumptions about the carrying amount of assets and labilities that are not readily apparent from other sourees. The
estimates and associated assumptions are based on historical experience and other factors that are considered to be relevant.
Actual results may differ from these estimates.

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

Critical judgements
The following judgements (apart from thosc involving cstimates) have had the most significant effeet on amounts
recognised in the financial statements.

Going concern

Market conditions continue to be challenging however current world prices are favourable. The company closed some sites
and incurred significant accoonting losscs in prior years. [owever in the current year increased prices coupled with
exceptional release of provisions following renegotiated planning consent has resulted (n a profitable outcome. The Board
has concluded that it is appropriate for the company to continue as a going concern.

In making its judgement, the Board has considered the company's detailed forecasts and business plans in conjunction with
the company's resources and obligations and has concluded that it is appropriate for the company to continue.

Inventory valuation

Inventories are valued at the lower cost and net realisable value. Net realisable value includes, where necessary. provisions
lor slow moving and obsolete stocks. Caleulation of these provisions requires judgements 10 be made. which include
forecast consumer demand, the promotional, competitive and economic environment and inventory loss trends.
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2 Judgements and key sources of estimation uncertainty (Continued)

Key sources of estimation uncertainty
The estimates and assumptions which have a significant risk of causing a material adjustment to the carrying amount of
asscts and liabilitics arc as follows,

Operating provisions

The restoration and rehabilitation provision is made based on management’s best estimate of the net present value of the
cashflows associated with fulfilling these obligations. These estimates include significant estimation of factors such as the
ratio of muck to coal in future cealing arcas and changes in future operating factors and costs. The restoration works are
expected to be carried out over a period spanning more than 5 years after the balance sheet date.

Management's best estimate of the present value of the company's obligations at 31 March 2018 as set out in note 21 18
approximately £136.0 million (2017: £153.0 million}. however changes in factors that contribute to these estimates have a
significant impact on the estimated liability, therefore the actual liability could vary significantly. Unwinding of discount in
creascd the provision by £2.8 million in the current year (2017: £5.0 million increase); other changes resulted in a deercase
of £1%.3 million (2017: £4.7 million increase). The decrease predominantly relates to Selar following a revised planning
consent; the increase in 2017 related mainly to a revision of the cstimated cost of restoration at East Pit.

The decrease of £10.3 million (2017: £4.7 million) kas been reflected in the profit and loss as an cxceptional item. Refer to
note 4, exceptional costs/{income).

Surface mines

Restoration and rehabilitation assets are created for an amount equivalent to the imitial provision and are included in fixed
assets under surface mine assets, The assets are amortised on a unit of production basis, The carrying value of surface ming
assets 18 susceptible to the same uncertainties as the estimation of operating provisions. At 31 March 2018 the carrying
value of restoration and rehabilitation assets had been fully amortised (2017: £0.3 million), however depending on the
actual liability the carrying value of restoration and rehabilitation assets can vary significantly. Impairment adjustments of
£4.0 million were made in 2016 following the closure of Selar and Nant Helen; the Beard does not currently believe that it
1s appropriate the reverse any of the impairment.

Surface mine assets also include capitalised stripping costs. The estimates of stripping cost assets include significant
estimation of factors such as the ratio of muck to coal in future coaling argas. Changes in these estimates can have a
significant impact on the estimation of stripping cost carried forward. At 31 March 2018 the carrying value of capitalised
stripping costs was £nil (2017 £nil).

Defined benefit pension

The company operates a defined benefit pension scheme. The present value of the defined benefit obligation depends on a
number of factors as set out in note 23 including life expectancy, salary increases, asset valuations and the discount rate on
corporate bonds. Management estimates these factors, with guidance from the company's actuary. in determining the net
pension obligation i the balance sheet. The assumnptions reflect historical experience and current trends; however the
choice of assumptions can have a significant impact on the balance recorded.

Investment properties

The company carrics investment propertics at fair value. Changes in the fair value of investment propertics are recognised
in profit or loss. The valuations have been carried out by the Board based on comparable market data. The key factures
affecting the valuves are the anticipated yiclds and anticipated occupancy rates.
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3 Turnover and other revenue

An analysis of the company's turnover is as follows:

2018 2017
£000 £000

Turnever analysed by class of business

Sale of goods 39.063 39,801
218 2017
£000 £000

Other significant revenue

Interest income 321 1,470
2018 2017
£000 £000

Turnover analysed by geographical market

United Kingdom 31.938 33,642

Rest of Europe 7,125 6,139

39,063 39,801
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4 Exceptional costs/(income)

Exceptional costs included in cost of sales
Movement in operating provisions

Exceptional costs included in adminstrative expenses
Redundancy costs
Contract termination costs

Total

Operating provisions

2018 2017
£00 £1000
(10,304) 4,655
- 1,173

- 574

- 1,747
(10,304) 6.402

During the vear ended 3| March 2018 management again reviewed the operating provisions in particular following a
revised planning consent for Sclar. Overall provisions were reduced by £10.3 million {refer to note 21).

During the year cnded 31 March 2017 management reviewed the operating provisions held for the restoration and
rehabilitation of surface mine sites, and in particular, the timing and carrying value of future cash flows, in the light of

revised planning consent for East Pit and revised operating factors and recent cost experience. As a result, provisions were

increased by £4.6 million.

Other exceptional costs

Redundancy costs of £1,173,000 were incurred during the prior year following the mothballing ot Nant Helen in November

2016. The company also mcurred £574,000 of contracl termination cosls.

5 Operating profit/(loss)
Operating profit/(loss) for the vear is stated after charging/(crediting}:

Depreciation of owned tangible fixed assets

Depreciation of tangible fixed assets held under finance leases
Profit on disposal of tangiblc fixed asscts

Cost of stocks recognised as an expense

Operating lease rentals - plant and machinery

Operating lease rentals - other

Rents receivable from property

Exceptional items (sce note 4)

2018 2017
£000 £000
2,231 1,523

127 653

(229) (26)
5,570 29,789
8,615 8,336

5 2

(700) (386)

(10,304) 6,402
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1] Auditor's remuneration
2018 2017
Fees payable to the company's auditor and associates: £000 £1000
For audit services
Audit of the finaneial statcments of the company 35 42
For other services
All other non-audit services 6 13

7 Employees

The average monthly number ol persons {including dircctors) employed by the company during the year was:

2018 2017
Number Number
Mining operations 188 164
Technical support I 1
Selling 3 3
Management and distribution 11 12
203 180

Their aggregate remuneration comprised:
2018 2017
£000 £1000
Wages and salaries 11,038 09.882
Social scecurity costs 1,223 1048
Pension costs 388 472
12.649 11,402

8 Directors' remuneration

2018 2017
£000 £'000
Remuneration for qualifying services 4.595 2,809
Company pension contributiens to defined contribution schemes 73 169
4.668 2,978

The number of directors for whom retirement benefits are accruing under defined contribution schemes amounted to 3
(2017 - 3).
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8

11

Directors’ remuneration

Remuneration disclosed above include the following amounts paid to the highest paid director:

Remuneration for qualifying scrvices

Cotupany pension contributiens 1o defined coutribution schemes

Interest receivable and similar income

Interest income
Interest on bank deposits
Net interest on pension

Total interest revenue

Other income from investments

Gains on financial instrumenis measured at fair valuz through profit or loss
Total income

Interest payvable and similar expenses

Interest on finance leases and hire purchase contracts

Finance costs for financial instruments measured at fair value through profit or loss

Net interest on pension
Unwinding of discount on provisions

Taxation

Current tax
UK corporation tax on profits for the curent period
Adjustments in respect of prior periods

Total current tax

2018
£000

2,805
10

2018
£000

218
£000

2018
EALL

903

(Continued)

2017
£'000

1,481
100

2017
£'000

1,308

1,470

2017
£'000
31

2017
£ove

(108)

(108)
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Deferred tax

Origination and reversal of timing differences

Taotal tax charge/(credit)

903

(&L}

(142)

The aclual charge/(eredit) for the year can be reconceiled Lo the expeeted charge/(ceredit) for the year based on the profit or

loss and the standard rate of tax as follows:

Profiti(loss) before taxation

Expected tax charge/(credit) based on the standard rate of corporation tax in the UK of
19.00% 2017: 20.00%}

Tax effect of expenses that are not deductible in determining taxable profit
Adjustments in respect of prior years

Movement in deferred tax not provided

Taxation charge/(credit) for the ycar

2018
£000

13,973

2,653
64

{1,816)

903

2017
£000

(9.981)

(1.996)
64

(108)
1,898

(142)

In addition to the amount charged/(credited) to the profit and loss account, the following amounts relating to tax have been

recognised directly in other comprehensive income:

Deferred tax arising on:
Actuarial differences recognised as other comprehensive income

The company has approximately £17.2 million of trading losses carried forward.

2018
£000

190

2017
£'000

(156

The deferred tax charge relates to the element of the movement in the deferred tax asset related to the pension deficit that
has not been recognised in other comprehensive income and amounts to £nil (2017: £34.000). The amount of deferred lax

recognised in other comprehensive income is a charge of £190.000 (2017: £156,000 credit).

Investment property

Fair value
At 1 April 2017
Additions through external acquisition

At 31 March 2018

2018
£'000

5,641
7083

12,724
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12 Investment property

(Continued)

Investment properties, which are all frechold, were valued on an open market existing vse basis at 31 March 2018 by the

directors. The preperties are not deprecisted.

[ investment properties were stated on an historical cost basis rather than a fair value basis, the amounts would have been

included as follows:

2018
£000
Cost 12,187
Accumulated depreciation (567)
Carrying amount 11,620
13 Tangible fixed assets
Freehold land Plant, Surface mines
and buildingsmachinery and
equipment
£'000 £000 £000
Cost
At April 2017 3,004 32,279 47,552
Additions 24 57 -
Disposals (483) (402) -
At 31 March 2018 4,545 31934 47,552
Depreciation and impairment
At 1 April 2017 161 25470 47,202
Depreciation charged in the year 26 2,124 208
Eliminated in respect of disposals - (327) -
At 31 March 2018 187 27267 47.410
Carrying amount
At 31 March 2018 4,358 4,667 142
At 31 March 2017 4,842 6,810 352

2017
£4000

5,104
(400}

4,704

Total

£'000

84,835
81
(885)

84,031

72,833
2,358
(327)

74.864
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14

15

Tangible fixed assets

(Continued)

The net carrying value of tangible fixed assets includes the following in respect of assets held under finance leases or hire

purchase contracts.

Plant, machinery and equipment

Depreciation charge for the year in respect of leased assets

2018
£000

605

127

2017
£000

3.231

653

Surfiace mine sites represents the capitalised costs of site preparation, restoration, rehabilitation and stripping costs. As
explained in note 2 these items are based on management estimates and involve significant uncertainty. Variations in
provisions affect the carrying value of surface mine assets based on the stage of completion of the site.

Finaneial instruments

Carrying amount of financial assets

[nstruments measured at fair value through profit or loss
Carrying amount of financial liabilitics

Measured at fair value through profit or loss
- Other financial liabilities

Stocks

Coal stocks
Consumables

Current asset investments

Listed investments

Listed investments included above:
Listed investments carrying amount

2018
£000

(3]
()

2018
£000

6,395
1,038

12,953

2017
£'000

2017
£000

8,289
946

9,235

2017
£'000

10,780

10,780
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17

Creditors: amounts falling due within one year

Notes

Obligations under finance leases 20
Trade creditors

Corporation tax

Other taxation and social security

Derivative financial instruments

Other creditors

Accruals and deferred income

Obligations under hire purchase contracts are secured on the assets to which they relate.

Debtors
Amounts falling due within one year:

Trade debtors

Corporation tax recoverable

Amount due from parent undertaking
Derivative financial instruments
Other debtors

P'repayments and accrued income

Amounts falling due after one year:

Cash funds held by LPA's
Deferred tax asset {note 22)

Total debtors

2018
£000

224
2,311
903
381

239
1,383

5,941

2018
£000

9,427
55.581
23

306
623

65.960

42310

42,310

108,270

2017
£4000

284
2,608

1,337
1,394
869
672

7,104

2017
£000

7.099
1,225
55,581

16
404

64,325

54,216
190

118,731

Cash funds held by Local Planning Authorities { LPAs) are cash balances paid by the company as part of its Section 106
commitments and will be repaid to the company on milestones during the restoration and rehabilitation of the relevant sites.

No deferred tax asset has been recognised other than in relation to the pension deficit,
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19 Creditors: amounts falling due after more than one year

2018 2017
Notes £000 £4000
Obligations under finance leases 20 130 340
Obligations under hire purchase contracts are secured on the assets to which they relate.
20  Finance lease obligations
2018 2017
Future minimum lease payments due under finance leases: £0040 £'000
Within onc ycar 224 284
In two to five years 130 340
354 624

Finance lease payments represent rentals payable by the company for certain items of plant and mzchinery. Leases include
purchasc options at the end of the lease period. and no restrictions are placed on the use of the assets. The average lease
term is 3 - 4 years. All leases are on a fixed repayment basis and ne arrangements have been entered into for contingent
rental payments.

21 Provisions for liabilities

2018 2017
£000 £000
Operating provisions 136.034 153,007
Concessionary fugl 1,368 1,228
137,402 154,235
Movements on provisions:
Operating Concessionary Total
provisions fuel
£000 £00 £000
At April 2017 153,007 1,228 154,235
Additional provisions in the vear (note 4) (10,304) 180 (10,124)
Utilisation of provision (9.501) {4 (9.541)
Unwinding ot discount 2,832 - 2,832
At 31 March 2018 136.034 1,368 137,402
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21

n

Provisions for liabilities (Continued)
Opecerating provisions
Operating provisions exist for restoration and rehabilitation of surface mine sites and distribution centres.

The total costs of reinstatement of soil excavation and of surface restoration are recognised as a provision on site
commissioning when the obligation arises. The amount provided represents the present value of the expected future costs.
Costs are charged to the provision as incurred and the unwinding of the discount is included in the interest charge for the
year.

The timing and amounts of cash flows rclating to the reinstatement of soil excavation and of surface restoration, of
opencast sites and distribution centres, were estimated by management based on:

- past cxpericnee

- current extraction ratios

- best cstimates of coaling cessation

- expectation of the cost and timing of site restoration/rehabilitation.

As set cut in note 2 these items are based on management estimates and involve significant uncertainty.

Concessionary fuel retirement benefits

The company has a commitment to provide concessionary fuel benefits to retired ex British Coal employees. At retirement
upon attaining the age of 50, and having been employed for a minimum of |5 years. employees become entitled to a
retirement fuel allowance. [4 former workers and widows already receive this benefit and there ure 11 current employees
who will become members eligible for this allowance.

The principal assumptions used to estimate the amount of the provision are given below:

2018 2017

Average retirement age 65 years 65 years

Discount rate 2.60% 2.710%

Pensionable life - current pensioner aged 63 2009 years  21.5 years
Pensionable life - future retiree upon reaching 65 22.3 years  23.5 vears

Congessionary fuzl is an unfunded retirement benefit and as such there are no assets in the scheme.

Deferred taxation

Deferred tax assets and liabilities are offset where the company has a legally enforceable right to do so. The following is
the analysis of the deferred tex balances {after oftfset) for financial reporting purposes:

Assets Assets
2018 2017
Balances: £000 £000
Accelerated capital allowances {95) (151)
Tax losses 1,633 2,948
Other timing differences 53,709 5,892
Provision for recoverability (7.247) (8,689
Deferred tax on defined benefit liability - 190
- 190
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22

23

Deferred taxation (Continued)
2018
Movements in the year: £000
Liability/(Asset) at | April 2017 (190)
Charge to other comprehensive income 190

Liability at 31 March 2018 -

No delerred tax assct has been recognised other than in relation to the pension deficit.

Retirement benefit schemes

2018 2017
Defined contribution schemes £1000 £4900
Charge to profit or loss in respect of defined contribution schemes 303 343

The company operates a delined conlribution pension scheme Tor all qualifving emiployees. The assets of the scheme are
held separately from those of the company in an independently admimstered fund.

Cutstanding contributions at 31 March 2018 in respect of defined contribution schemes were £32,000 (2017: £39,000).

Defined benefit schemes
The company operates a defined benefit scheme for qualifying employees. No other post retirement benefits are provided.

British Coal employees whose employment transferred to Celtic Energy Limited are members of the Industry Wide Coal
Staff Superannuartion Scheme ("IWCSSS"), a defined benefit scheme. The Celtic Energy employee fund {"the Scheme™) is
part of the IWCSSS, The assets of the Scheme are held in separate trustee administered funds. The Scheme is subject to
triennial valuation by independent professionally qualified actuaries. the most recent valuation being performed as at 31
December 201 5,

The valuation was performed by the Scheme Actuary on the Projected Unit Method and reported in accordance with
Guidance Note GN9 1ssued by the Institute of Actuaries and the Faculty of Actuaries. this implied a deficit of £1.1 million.

The company has agreed a recovery plan with the actuary; additional contributions of approximately £0.9 million were paid
in December 2014 and a further £0.9 million were paid in June 2017,

Following the actuarial valuation a revised contribution rate has applied, and additional payments are being made which are
intended te make good the remainder of the deficit. For members of the IWCSSS. employer contributions are 37% (2012
valuation; 32%),

The most recent valuations of plan assets and the present value of the defined benefit obligation on the basis of FRS 102
were carried out at 24 March 2018 by PricewaterhouseCoopers LLP, Fellow of the Institute of Actuaries. The present value
of the defined benefit obligation, the related current service cost and past service cost were measured using the projected
unit credit method.
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3

Retirement benefit schemes

Kev assumptions

Discount rate
Expected rate of increase of pensions in payment
Cxpected rate of salary increases

Mortality assumptions

Assumed life expectations on retirement at age 65:
Retiring today

- Males

- Females

Retiring in 20 years

- Males
- Females

Amounts recognised in the profit and loss account
Current service cost
Net interest on defined benefit liability/(asset)

Other costs and income

Total costs

Amounts taken to other comprehensive income

Actual return on scheme assets
Less: caleulated interest element

Return on scheme assets excluding interest income
Actuarial changes related to obligations

Movement in unrecognised plan surplus

Total costs/(income)

2018
Yo

2.60%
3.05%
2.05%

2018
Years

2018
£000

85
13
158
256
2018

£000

(735)
485

(250)
(206)
394

{62)

(Continued)

2017
Yo

2.70%
3.30%
2.30%

2017
Years

21,0
228

hat
te Lo

2017
£000

129
4

2017
£1000

@377
559

(1.818)
3,567
(763}

986
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3

Retirement benefit schemes

(Continued)

The amounts included in the balance sheet arising from the company's obligations in respect of defined benefir plans are as

follows:

Present value of detined benefit obligations
Fair valuc of plan asscts

{Surplus)/deficit in scheme
Restriction on scheme assets

Total liability recognised

Movements in the present value of defined benefit obligations

Liabilitics at | April 2017

Current SEI’\’iCE Cost

Renefits paid

Contributions from scheme members
Actuarial gains and losses

[nterest cost

At 31 March 2018

The defined benefit obligations arise from plans which are wholly or partly funded.

Movements in the fair value of plan assels

Fair value of assets at | April 2017

Interest income

Return on plan assets (excluding amounts included in net interest}

Benefits paid

Contributions by the cmployer
Contributions by scheme members
Scheme adnunistration experses

At 31 March 2018

2018
£000

18,539
(18,933)

(394)

394

2017
£000

18,635
(17.707)

048

948

2018
£'000

18,655
85
(505)

(206)
498

18,539

2018
£'000

17.707
485
250
(505)
,142
12
(158)

18,933
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3

24

26

Retirement benefit schemes

Feir value of plan assets af the reporting period end

Equity instrumenls
Prope-ty

Dhversified growth fund
Cash and other

Bonds

LDI

Share capital

Ordinary share capital
Issued and fully paid
| ordinary share of £1 each

Operating lease commitments

2018
£000

3371
1,233
3.144
37)
8,937
2,285

18.933

2018

(Continued)

2017
£000

7.448
3,304

10
6,945

17,707

2017

]

At the reporting end date the company had outstanding commitments for future minimum lease payments under

non-cancellable operating leases, which fall due as follows:

Within one year
Between two and five years

Controlling party

2018
£000

18

2017
£'000

The company is 2 whelly owned subsidiary of Celtic Group Holdings Limited. a company incorporated in Great Britain and

registered in England an Wales.

The ultimate parent undertaking is Celtic Mining Group Limited, a company incorporated in Great Britain and registered in
England and Wales. Celtic Mining Grovp Limited is the parent of the smallest and largast group of which the company isa
member and for which consolidated accounts are prepared. Consolidated accounts of this company are available to the

public and may be obtained from Companies House.

The directors consider that, at the balance sheet date, Mr R ] Walters, who owns 100% of the voting shares in the ultimate

parent undertaking was the ultimate controlling party.
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27  Related party transactions

Remuneration of key management personnel
The remuneration of key management personnel is as follows:

2018 2007
£'000 £000
Aggregate compensation 4,668 2,978

Other related party transactions
The company has taken advantage of the exemption, under the terms of FRS 102, seetion 33.1A, not to disclose related perty
transactions with wholly owned subsidiaries within the group.

Transactions during the current and previcus years with companies in the (. Walters {Holdings) Limited group of companies,
a group within the family interests of the company's ultimate controlling sharcholder, Mr R J Walicrs, were as follows:

Sales / (purchases) Sales /

during the year (purchases)

during the year

2018 2017

£'000 £000

Sale of assets 69 7
Turchase ol asscts - (64)

[ncome from hire or lease of equipment 3 6
Charges for hire or lease of equipment (9.783) (9,925)

Income for services 11 -
Charges for services (1,058) (912)

All of the above transactions were undertaken on normal commercial terms.
No amounts were written off or provided for in repsect of any of these transactions.

Balances at 31 March 2018 and 20117 with companies in the (G. Walters (Holdings) Limited group of companies, a group
within the family interests of the company's ultimate controlling shareholder, Mr R J Walters, were as follows:

2018 2017

£000 £1000
Total ainpunts duz Lo Celtic Energy Limited at the year end - 6
Total amounts cue from Celtic Energy Limited at the year end (1,463) (801)
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27 Related party transactions (Continued)

During the year the company incurred £400,000 (2017: £400,000) of consultancy fees from DHM Consultancy Limited, a
company which is a corporate dircctor of the company.

During the year the company made sales of £80,000 (2017: £nil) in the normal course of business to Filtereite Ltd. a company
which is a joint venture of'a company which is under the common control of Mr R J Walters. At the year end there was 4
balance of £63.000 (2017: £ml) due from Filtercite Ltd to the company.

During the year the company made loans to RIW Group loldings Limited and Celtic Environmental Developments Limited
ot £269,000 and £850,000 respectively. Both of these companies are under the conimon control of Mr R T Walters. During
the year interest of £4,000 and £15,000 respectively was charged on these loans, At the year end there were balances of
£273,000 and £865,000 respectively due from RIW Group Holdings Limited and Celtic Environmental Developments
Limited 1o the company.

There were no other transactions requiring disclosure.

No guarantees have been given or received.
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This document was delivered using electronic communications and authenticated in accordance with the
registrar's rules relating to electronic form, authentication and manner of delivery under section 1072 of
the Companies Act 2006.



