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Cargill Financial Services Europe Limited
Directors’ report, strategic report and financial statements
31 May 2018

Directors’ report

Introduction

The directors present their annual report and the audited financial statements for the year ended 31 May
2018.

Summarised results are given below:

2018
$000
Operating profit . 404
Profit on ordinary activities after taxation for the financial period 264

Dividends
During the year the company neither declared nor paid a dividend (2017: nil).

Directors

The directors who served during the period and at the report date were:
J A Edwards

K Milne

CN Wade

R G Ward

Disclosure of information to auditors

The directors who held office at the date of approval of this directors’ report confirm that, so far as they
are each aware, there is no relevant audit information of which the company’s auditors are unaware; and
each director has taken all the steps that they ought to have taken as a director to make themselves aware
of any relevant audit information and to establish that the company’s auditors are aware of that
information.

Auditors

Pursuant to section 487 of the Companies Act 2006, the auditors will be deemed to be reappointed and
KPMG LLP will therefore continue in office.

By order of the board
Velocity V1
Brooklands Drive
Weybridge
Surrey
3 KT13 0SL
J A Edwards :
Director

21 September 2018

Registered number 6263287

2017
5000

494
319



Cargill Financial Services Europe Limited
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: 31 May 2018

Strategic Report

Business review, summary results, current period performance and future developments

The company develops risk management products for a client base of mainly third party corporate and
industrial organizations. CFSEL’s products are over-the-counter derivatives typically designed to help
clients manage commodity price risk. These products are provided on a back to back basis with other
Cargill entities and CFSEL’s net income relates to the recharge of the company’s running costs to those
other Cargill entities. These recharges are in accordance with service level agreements with those entities.

Brexit

The Company makes use of cross-border passporting rules to conduct business with customers based in
the European Union (EU). Accordingly, the UK’s exit from the EU is a subject of much on-going
discussion by the Board. We continue to monitor developments in the negotiations between the UK and
EU, and are taking steps to manage a ‘no-deal’ scenario.

KPIs

The company derives its income from the recharge of expenses. On that basis the directors do not believe
that there are any meaningful financial key performance indicators. However, the company is authorised
and regulated by the UK Financial Conduct Authority and is required to publicly disclose return on assets
(calculated as net profit divided by total balance sheet):

2018 2017
Return on assets 1.22% 1.50%

Risks and uncertainties

As aregulated entity, CFSEL is required to have adequate risk management policies and process in place.
CFSEL has a risk management policy, which is structured so as to identify the business risks that CFSEL
faces as a result of carrying on investment business. The matrix considers the probability of an event
occurring, the impact to the business if that event were to occur, and the residual risk of an event occurring
in light of the company’s risk mitigation procedures. The matrix considers many different risks, the most
significant being:

Financial risk

The majority of CFSEL’s business is conducted on a back to back basis with Cargill, Incorporated. This
arrangement means that CFSEL is not exposed to market risk. In addition, CFSEL is indemnified against
customer defaults. However, CFSEL would be exposed should Cargill, Incorporated default. This risk is
mitigated by maintaining a balance at least equal to our regulatory capital requirement with an external
bank.

The company is exposed to movements in foreign currencies as expenses are incurred in Sterling, Swiss
Francs and Euros. This exposure is managed through matching foreign exchange contracts.

Regulatory risk

As a regulated entity there is a risk that the company could suffers financial, reputational or litigation
damage through failure to monitor, control and eliminate or substantially reduce regulatory compliance
risk. Accordingly, regulatory compliance is a key focus for the directors.

By order of the board

— é_ Velocity V1, Brooklands Drive

Weybridge, Surrey, KT13 OSL
J A Edwards

Director

21 September 2018
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Statement of directors’ responsibilities in respect of the strategic report, the directors’ report and
the financial statements

The directors are responsible for preparing the Strategic Report, the Directors’ 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 they have elected to prepare the financial statements in accordance with UK Accounting Standards
and applicable law (UK Generally Accepted Accounting Practice), including FRS 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland.

Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the company and of the profit or loss of the company
for that period. In preparing these financial statements, the directors are required to:

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

e 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 have general responsibility for taking such steps as are reasonably open to
them to safeguard the assets of the company and to prevent and detect fraud and other irregularities.



Independent auditor’s report to the members of Cargill Financial Services
Europe Limited

Opinion

We have audited the financial statements of Cargill Financial Services Europe Limited (“the company™)
for the year ended 31 May 2018 which comprise the Profit and Loss Account, Statement of Total
Comprehensive Income, Balance Sheet and Statement of Changes in Equity and related notes, including
the accounting policies in note 1.

In our opinion the financial statements:

e give atrue and fair view of the state of the company’s affairs as at 31 May 2018 and of its profit for
the year then ended;

e have been properly prepared in accordance with UK accounting standards, including FRS 102 The
Financial-Reporting Standard applicable in the UK and Republic of Ireland; and

e 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 are described below. We have fulfilled our ethical
responsibilities under, and are independent of the company in accordance with, UK ethical requirements

including the FRC Ethical Standard. We believe that the audit evidence we have obtained is a sufficient
and appropriate basis for our opinion.

Going concern

We are required to report to you if we have concluded that the use of the going concern basis of
accounting is inappropriate or there is an undisclosed material uncertainty that may cast significant doubt
over the use of that basis for a period of at least twelve months from the date of approval of the financial
statements. We have nothing to report in these respects.

Strategic report and directors’ report

The directors are responsible for the strategic report and the directors’ report. Our opinion on the
financial statements does not cover those reports and we do not express an audit opinion thereon.

Our responsibility is to read the strategic report and the directors’ report and, in doing so, consider
whether, based on our financial statements audit work, the information therein is materially misstated or
inconsistent with the financial statements or our audit knowledge. Based solely on that work:

. we have not identified material misstatements in the strategic report and the directors’ report;

) in our opinion the information given in those reports for the financial year is consistent with the
financial statements; and

. in our opinion those reports have been prepared in accordance with the Companies Act 2006.
Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report to you 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

e the financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or

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

We have nothing to report in these respects.

Directors’ responsibilities

As explained more fully in their statement set out on page 4, the directors are responsible for: the
preparation of the financial statements and for being satisfied that they give a true and fair view; such
internal control as they determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error; 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 they either intend to liquidate the company or to cease
operations, or have no realistic alternative but to do so.



Independent auditor’s report to the members of Cargill Financial Services
Europe Limited (continued)

Auditor’s responsibilities

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 our opinion in an auditor’s
report. Reasonable assurance is a high level of assurance, but does not 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 aggregate, they could
reasonahly he expected to influence the economic decisions of users taken on the basis of the financial
statements.

A fuller description of our responsibilities is provided on the FRC’s website at
www.frc.org.uk/auditorsresponsibilities.

The purpose of our audit work and to whom we owe our responsibilities

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.

U AL

MichaeMcGarry (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

15 Canada Square London,

E14 5GL

21 September 2018




Cargill Financial Services Europe Limited
Pillar 3 disclosures

31 May 2018
Profit and loss account
for the year ended 31 May 2018
Note 2018 2017
$000 $000
Net trading income 5 - -
Other operating income 5,219 4,133
Gain / (loss) on foreign currency contracts 46 (108)
Administrative expenses (4,861) (3,531)
Operating profit 404 494
Interest receivable and similar income o 805 124
Other interest payable and similar charges 7 (885) - (217)
Profit on ordinary activities before taxation 324 401
Tax on profit on ordinary activities 8 (60) (82)
Profit for the financial year 264 319
There are no other recognised gains or losses in the year. All of the results are derived from continuing
operations.
Statement of total comprehensive income
for the year ended 31 May 2018
2018 2017
$000 $000
Profit for the year 264 319
Other comprehensive income - -
Total comprehensive income for the year 264 319

The notes on pages 10 to 21 form part of the financial statements.



Cargill Financial Services Europe Limited
Pillar 3 disclosures

31 May 2018
Balance sheet
at 31 May 2018
2018 2018 2017 2017
Note $000 $000 $000 $000
Investments 9 2,481 2,383
Current assets
Debtors (including $385K due afier more than one year (2017: $3,056K)) 10 69,330 22,482
Cash at bank ) 29,673 92,421
99,003 114,903
101,484 117,286
Creditors: amounts falling due within one year 11 (79,527) (92,924)
amounts falling due after one year 11 (387) (3,056)
Net assets 21,570 21,306
Capital and reserves
Called up share capital 12 20,000 20,000
Profit and loss account 1,570 1,306
Shareholder's funds 21,570 21,306

The notes on pages 10 to 21 form part of the financial statements.

These financial statements were approved by the board of directors on 21 September 2018 and were
signed on its behalf by:

J A Edwards Velocity V1
Cargill Financial Services Europe Limited Brooklands Drive
Director Weybridge
Surrey

KT13 OSL

Registered number 6263287



Statement of changes in equity
for the year ended 31 May 2018

At 1 June 2016

Total comprehensive income

At 31 May 2017

At 1 June 2017

Total comprehensive income

At 31 May 2018

Cargill Financial Services Europe Limited
Pillar 3 disclosures
31 May 2018

Profit and loss

Share Capital Total
account
£000 £000 £000
20,000 987 20,987
- 319 319
20,000 1,306 21,306
Share Capital Profit and loss Total
account
£000 £000 £000
20,000 1,306 21,306
- 264 264
20,000 1,570 21,570




Cargill Financial Services Europe Limited
Pillar 3 disclosures
31 May 2018

Notes
(forming part of the financial statements)

1 Accounting policies

Statement of compliance

Cargill Financial Services Europe Limited is a private, limited liability company incorporated,
domiciled and registered in England in the United Kingdom. The registered number is 6263287 and
the registered office is Velocity 1, Brooklands Drive, Weybridge, Surrey KT13 OSL.

These financial statements were prepared in accordance with Financial Reporting Standard 102 The
Financial Reporting Standard applicable in the UK and Republic of Ireland (“FRS /02 ”) as issued in
August 2014. The amendments to FRS 102 issued in July 2015 and effective immediately have been
applied. The presentation currency of these financial statements is US Dollars. All amounts in the
financial statements have been rounded to the nearest $1,000.

The company’s ultimate parent undertaking, Cargill, Incorporated includes the company in its
consolidated financial statements. The consolidated financial statements of Cargill, Incorporated are
prepared in accordance with US GAAP and are available to the public and may be obtained from the
address stated in Note 17. In these financial statements, the company is considered to be a qualifying
entity and has applied the exemptions available under FRS 102 in respect of the following disclosures:

»  Reconciliation of the number of shares outstanding from the beginning to end of the period;
e Cash Flow Statement and related notes; and
« Key Management Personnel compensation.

As the consolidated financial statements of Cargill, Incorporated include the equivalent disclosures, the
company has also taken the exemptions under FRS 102 available in respect of the following disclosures:

e Certain disclosures required by FRS 102.26 Share Based Payments; and,

* The disclosures required by FRS 102.11 Basic Financial Instruments and FRS 102.12 Other
Financial Instrument Issues in respect of financial instruments not falling within the fair value
accounting rules of Paragraph 36(4) of Schedule 1.

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

10



Cargill Financial Services Europe Limited
Pillar 3 disclosures
31 May 2018

Notes (continued)

1 Accounting policies (continued)
Basis of preparation

The financial statements have been prepared, on a going concern basis, in accordance with applicable
accounting standards and under the historical cost convention, modified for derivatives which are held
at fair value.

Other operating income

Other operating income is earned from services provided to the immediate parent company and
calculated in accordance with service level agreements. This is recognised on an accruals basis.

Foreign currencies

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date
are translated to US Dollars at the foreign exchange rate ruling at that date. Foreign exchange differences
arising on translation are recognised in the profit and loss account. Non-monetary assets and liabilities
that are measured in terms of historical cost in a foreign currency are translated using the exchange rate
at the date of the transaction.

Changes in the fair value of forward exchange contracts that economically hedge monetary assets and
liabilities in foreign currencies and for which no hedge accounting is applied are recognised in the profit
and loss account.

Derivatives

Derivatives, including options and swaps, are entered into as part of the Company’s trading activity.
Trades entered into with third parties where the Company acts as a principal are matched by
corresponding trades with either Cargill, Incorporated or Cargill France SA. In addition, the Company
may enter into forward FX contracts in order to economically hedge monetary assets and liabilities.

Derivative contracts are recognised on the balance sheet date at fair value. Changes in fair value are
recognised through profit and loss and included within the Net trading income.

Fair values are determined using model-based techniques that use significant assumptions not observable
in the market. These unobservable assumptions reflect the Company’s estimates of assumptions that
market participants would use in pricing the asset or liability. Valuation techniques include the use of
option pricing models, discounted cash flow models and similar techniques.

Taxation

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

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

11



Cargill Financial Services Europe Limited
Pillar 3 disclosures
31 May 2018

Notes (continued)

1 Accounting policies (continued)

Investments

Investments are held at cost less any accumulated impairment.
Loans

Where the Company extends commercial loans to third parties these are transferred to another party
under a funded participation agreement. The associated financial asset is derecognised when the
Company (a) transfers the contractual rights to receive the cash flows of the financial asset; or (b) retains
the contractual rights to receive the cash flows of the financial asset, but assumes a contractual obligation
to pay the cash flows to one or more recipients.

Where the Company retains the contractual rights to receive the cash flows of the financial asset, but
assumes a contractual obligation to pay the cash flows to one or more recipients, the Company treats the
transaction as a transfer of a financial asset if all of the following three conditions are met:

(a) The Company has no obligation to pay amounts to the eventual recipients unless it collects equivalent
amounts from the original asset. Short-term advances by the Company with the right of full recovery of
the amount lent plus accrued interest at market rates do not violate this condition;

(b) The Company is prohibited by the terms of the transfer contract from selling or pledging the original
asset other than as security to the eventual recipients for the obligation to pay them cash flows: and

(c) The Company has an obligation to remit any cash flows it collects on behalf of the eventual recipients
without material delay. In addition, the Company is not entitled to reinvest such cash flows, except for
investments in cash or cash equivalents during the short settlement period from the collection date to the
date of required remittance to the eventual recipients, and interest earned on such investments is passed
to the eventual recipients.

12



Cargill Financial Services Europe Limited
Pillar 3 disclosures
31 May 2018

Notes (continued)
2 Segmental analysis

No segmental analysis is provided as the company has only one distinguishable class of business and
operates in a market that is not limited by geographical bounds.

The Capital Requirements Regulations 2013 came into effect on 1 January 2014, and have been
transposed into UK law to impose certain reporting obligations on institutions, defined as credit
institutions and investment firms, within the United Kingdom and within the scope of EU Capital
Requirements Directive IV (CRD 1V).

Disclosure requirements under article 89 in the Capital Requirements Directive comprise details on the
registered office, nature of activities, turnover, profit or loss before tax, tax paid, public subsidies
received and the average number of employees of the firm on a country by country basis. This is known
as Country-by-Country Reporting (“CBCR”). The information contained in this disclosure is based on
the scope of consolidation in the financial statements and reflects the data as at the reporting date 31
May 2018, alongside a brief explanation of the business undertaken.

Nature of activities: Cargill Financial Services Europe Limited (‘\CFSEL’) develops risk management
products for a client base of mainly third party corporate and industrial organisations.

All amounts are reported in US Dollars.

Profit / (loss) Corporation Tax | Public Subsidies
Turnover . . Average Number of
Country before tax Paid Received
$ $ $ $ - Employees
UK 5,219,094 323,775 59,620 0 0
3 Directors’ remuneration and staff costs

The company has no employees. The directors are under contract of employment with fellow Cargill,
Incorporated subsidiaries. Remuneration was paid by the company for the services as a director of J A
Edwards, a member of a defined contribution pension scheme. Cargill PLC pays the directors’
emoluments of R G Ward and C N Wade. There is no cost to the company for making the services of
these individuals available as directors of the company. Cargill Services Switzerland (CSS) pays the
director’s emoluments of K Milne. CSS recharges the company for the provision of various services.
Although, this recharge includes a proportion of K Milne’s emoluments, there was no charge to the
company for making his services available as a director of the company. None of the directors benefited
from qualifying third party indemnity provisions during the financial year and at the date of the report.

2018 2017
$000 $000
Directors' emoluments 225 206
Total directors' remuneration 225 206

The aggregate of emoluments of the highest paid director was $225,182 (2017: $206,033).

The aggregate payroll costs of these persons and other group employees recharged by Cargill,
Incorporated subsidiaries were as follows:

2018 2017

$000 $000

Wages and salaries 225 206
Social security costs 29 35
Other pension costs 25 22
279 263

13



Cargill Financial Services Europe Limited
Pillar 3 disclosures
31 May 2018
Notes (continued)

4 Auditor’s remuneration

The following amounts were payable to the company’s auditors and were charged to the profit and loss
account of this company.

2018 2017
$000 $000
Auditor's remuneration:
Audit of these financial statements 40 19
Services pursuant to legislation 19 19
59 38
5 ~ Net trading income
Net trading income comprises of all fair value movements of derivatives entered into with third parties
and matched with trades entered into with either Cargill, Incorporated or Cargill France SA.
6 Interest receivable and similar income
2018 2017
$000 $000
Other interest receivable 787 119
Amounts owed by group companies 18 5
805 124
7 Other interest payable and similar charges
2018 2017
$000 $000
Amounts payable to group companies 732 217
Other interest payable 153 -
885 217

14



Cargill Financial Services Europe Limited
Pillar 3 disclosures

Notes (continued)
8 Taxation

(a) Analysis of charge in the year

Current tax
UK corporation tax at 19.00% (2017: 19.83%)
Adjustment in respect of prior years

Tax on profit on ordinary activities (note 7 (b))

(b) Factors affecting current tax charge in the year

The current tax assessment for the year is lower than (20/7: lower) the
standard rate of corporation tax in the UK of 19.00% (2017: 19.83%)

Profit on ordinary activities before taxation

Profit on ordinary activities multiplied by the standard rate of
corporation tax in the UK of 19.00% (2017: 19.83%)

Effects of:
Adjustment in respect of prior years
Other tax adjustments

Current tax charge for the year

Factors that may affect future current and total tax charges

Recent budgets have announced changes to the main rate of UK corporation tax. The current rate of
19.00% was enacted on 26 October 2015 and applied from 1 April 2017.
A further reduction to the main rate of corporation tax to 17% will apply from 1 April 2020 and was

substantively enacted on 15 September 2016.
This reduces the company’s future current tax rate accordingly.

9 Investments

SWIFT Holding
LME Holding

10 Debtors

Due within one year

Prepayments and accrued income

Intercompany receivables relating to derivatives carried at fair value
Third party receivables relating to derivatives carried at fair value
Amounts owed by group undertakings - other

Due after one year
Intercompany receivables relating to derivatives carried at fair value
Third party receivables relating to derivatives carried at fair value

Total debtors
Amounts owed by group undertakings - other comprise:

Trade debtors
Accrued income
Short term deposits 15

31 May 2018

2018 2017

$000 $000

61 80

@) 2

60 82

324 401

62 80

) 2

@ -

60 82
2018 2017
$000 $000
81 77
2,400 2,306
2,481 2,383
2018 2017
$000 $000
90 171
24,878 260
42,425 17,849
1,552 1,146
68,945 19,426
(245) -
630 3,056
385 3,056
69,330 22,482
716 704
836 442
1,552 1,146




Notes (continued)

11 Creditors

Due within one year

Amounts owed to group undertakings - other
Other creditors - corporation taxation
Accruals and deferred ncome

Intercompany payables relating to derivatives
Third party payables relating to derivatives

Due after one year

Intercompany payables relating to derivatives
Third party payables relating to derivatives

Total creditors

Amounts owed to group undertakings - other comprise:

Trade creditors
Short term loans

12 Called up share capital

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

16

Cargill Financial Services Europe Limited
Pillar 3 disclosures

31 May 2018

2018 2017
$000 $000
5,387 27,437
60 80
175 155
30,247 49,484
43,658 15,768
79,527 92,924
2 3,056
38S -
387 3,056
79,914 95,980
690 1,558
4,697 25,879
5,387 27437

2018 2017

$ $

20,000,000 20,000,000




Cargill Financial Services Europe Limited
Pillar 3 disclosures
31 May 2018

Notes (continued)
13 Financial instruments

Exposure to credit, interest rate and currency risks arise in the normal course of the company’s business.
Derivative financial instruments are used to hedge exposure risk.

(a) Credit risk

Management has a credit policy in place and the exposure to credit risk is monitored on an ongoing
basis. Credit evaluations are performed on all customers in order to establish credit and collateral terms
by exposure and tenor. Collateral is requested where a customer's mark to market exposure exceeds their
agreed credit limit. The maximum exposure to credit risk is represented by the carrying amount of each
financial asset in the balance sheet. All credit risk relating to trading activities with external
counterparties is indemnified by Cargill, Incorporated (the Company’s parent) or Cargill France SA. The
concentration of credit risk is substantially unchanged compared to the prior year.

The assets bearing credit risk are summarized below:

2018 2017

$000 $000
Derivative financial instruments 67,688 21,165
Loans and receivables 1,642 1,146
Cash at bank and in hand 29,673 92,421
Total assets bearing credit risk 99,003 114,732

17



Cargill Financial Services Europe Limited
Pillar 3 disclosures
31 May 2018

Notes (continued)

13 Financial instruments (continued)

) Foreign currency risk

The company is exposed to foreign currency risks on expenses and borrowings that are denominated in
a currency other than the US Dollar. The currencies giving rise to this risk are primarily Sterling, Euro
and Swiss francs. The company hedges its estimated foreign currency exposure using forward contracts
at the beginning of each financial year. As at 31 May 2018 no hedging instruments were in place to
hedge projected expenses (2017: none).

In respect of other monetary assets and liabilities held in currencies other than the US Dollar, the
company ensures that the net exposure is kept to an acceptable level, by buying or selling foreign
currencies at spot rates where necessary to address short term imbalances.

Changes in the fair value of forward exchange contracts that economically hedge monetary assets and
liabilities in foreign currencies and for which no hedge accounting is applied are recognised in the profit
and loss account. Both the changes in fair value of the forward contracts and the foreign exchange gains
and losses relating to monetary items are recognised as part of trading income.

Foreign currency risk exposure EUR GBP CHF TOTAL
$000 $000 $000 $000
As at 31 May 2018
Trade and other receivables 1,478 410 139 2,027
Trade and other payables (1,926) (2,486) (112) (4,524)
Gross balance sheet exposure (448) (2,076) 27 (2,497)
Net exposure (448) (2,076) 27 (2,497)
As at 31 May 2017
Trade and other receivables 1,090 - - 1,090
Trade and other payables (6,165) (2,453) (654) (9,272)
Gross balance sheet exposure (5,075) (2,453) (654) (8,182)
Net exposure (5,075) (2,453) (654) (8,182)
The following significant exchange rates applied during the year:
Average rate Reporting date spot rate
2018 2017 2018 2017
US Dollar
1 Great British Pound 0.7444 0.7825 0.7499 0.7806
1 Euro 0.8403 0.9176 0.8536 0.8941
1 Swiss Franc 0.9686 0.9916 0.9871 0.9749

18



Cargill Financial Services Europe Limited
Pillar 3 disclosures
31 May 2018

Notes (continued)

13 Financial instruments (continued)

(c) Interest rate risk

The company monitors and hedges its exposure to interest rate risk, where necessary. As at 31 May
2018 no hedging instruments were in place. The company has no sensitivity to interest rate changes.

(d) Liquidity risk

The following are the undiscounted contractual maturities of financial assets, liabilities, including
interest payments:

On demand Up to six Greater Total
months than six
months
$000 $000 $000 $000
As at 31 May 2018
Financial instruments
Trade and other receivables 57,919 8,471 2,940 69,330
Trade and other payables (68,501) (8,471) (2,942) (79,914)
Total (10,582) 0 ) (10,584)
As at 31 May 2017
Financial instruments
Trade and other receivables (56,100) 71,046 7,536 22,482
Trade and other payables (17,055) (70,975) (7,950) (95,980)
Total (73,155) 71 (414)

19
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Cargill Financial Services Europe Limited
Pillar 3 disclosures
31 May 2018

Notes (continued)

13 Financial instruments (continued)

(e Fair values
Categories of financial assets and liabilities

The fair values together with the carrying amounts shown in the balance sheet are as follows:

2018 2017
Loans & Fair value Total Loans & Fair value Total
Receivables through Receivables through
P&L P&L
$000 $000 $000 $000 $000 $000
Derivatives - 67,688 67,688 - 21,165 21,165
Other assets 1,642 - 1,642 1,317 - 1,317
Total assets 1,642 67,688 69,330 1,317 21,165 22,482
2018 2017
Other Fair value Total Other Fair value Total
financial through financial through
liabilities P&L liabilities P&L
$000 $000 $000 $000 $000 $000
Derivatives - 74,292 74,292 - 68,308 68,308
Other liabilities 5,622 - 5,622 27,672 - 27,672
Total liabilities 5,622 74,292 79,914 27,672 68,308 95,980

Basis for determining fair values
Derivatives

Derivative instruments are carried at fair value. Fair values are determined using model-based
techniques that use significant assumptions not observable in the market. These unobservable
assumptions reflect the Company’s estimates of assumptions that market participants would use in
pricing the asset or liability. Valuation techniques include the use of option pricing models, discounted
cash flow models and similar techniques. The inputs used in these valuation techniques to measure fair
value are typically Level 1 inputs (quoted prices (unadjusted) in active markets for identical assets or
liabilities that the entity can access at the measurement date), or Level 2 inputs (inputs other than quoted
prices included within Level 1 that are observable for the asset or liability, either directly or indirectly).

Other loans and receivables

The carrying value in the financial statements is the most appropriate approximate of the fair value due
to the short-term nature of these assets and liabilities.

Cash at bank
The carrying value of cash approximates the fair value.
Other financial liabilities measured at amortised cost

The carrying value of other creditors is the most appropriate approximate of the fair value.
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14 Capital management

The company’s source of funding is through the issue of share capital and group short term borrowings.
In the future it may fund its operations through other sources. The company is authorised and regulated
by the UK Financial Conduct Authority and had capital resources of $21,570,000 at 31 May 2018 (2017:
321,306,000) after the inclusion of the current year profit.

15 Pensions

The company operates a defined contribution pension scheme. The assets of the scheme are held
separately from those of the company in an independently administered fund. The amount charged to
the profit and loss account represents the contributions payable to the scheme in respect of the
accounting period. The contribution for the year ended 31 May 2018 was $25,166 (year ended 31 May
2017: 322,331). There were no outstanding contributions to the pension scheme at the year-end (year
ended 31 May 2017:$ nil).

16 Related party transactions

The company is exempt from disclosing transactions with other wholly owned group companies under
Section 33.1A of FRS 102.

17 Ultimate holding company and parent undertaking

The immediate and ultimate parent undertaking of Cargill Financial Services Europe Limited is Cargill,
Incorporated, a company incorporated in the USA. The consolidated financial statements of this
company are lodged at Companies House, Crown Way, Cardiff, CF4 3UZ.
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Introduction

This document has been written to comply with the disclosure requirements as set out in the Capital
Requirements Regulation, which requires Cargill Financial Services Europe Limited (CFSEL or the
company) to publicly disclose certain information about its capital, risk exposures and risk assessment
processes. Disclosures have enly been made where the requirement is applicable and material to the
company. .

Risk management objectives and policies

CFSEL places the highest degree of emphasis and focus on managing the risks faced by its business
(business risks). CFSEL defines business risks as actions or inaction that could adversely affect the
company’s ability to achieve process objectives and thus hinder the implementation of business
strategies. An effective system of controls and monitoring measures helps to manage business risks so
that business objectives are achieved.

CFSEL maintains a Risk Matrix which identifies the inherent business risks, the probability of their
occurrence, the impact if they did occur, and an assessment of the degree of residual risk in the light of
the company’s risk management controls. The Risk Matrix identifies the individual persons responsible
for managing the company’s risk controls, and the effectiveness of these controls is reviewed at regular
intervals.

The Risk Matrix provides a framework for senior management to recognise risks and their consequences
as they apply to the various business processes in different parts of the company.

CFSEL’s approach to risk management can be summarised as:
e Recognition of risk;
s Application of controls;
¢  Allocation of responsibility for the management of controls;
¢ Reporting responsibilities; and
¢ Assessment of effectiveness of controls.

The result of the application of risk management procedures by way .of documented processes, regular
meetings of the relevant senior management and regular oversight at board level is to embed a risk
management culture within the company, provide a robust reporting process and ensure that
management information is provided in an accurate and timely fashion to the relevant persons within the
senior management of the company. The risk management function is concentrated within the board. A
review of the risk management controls is undertaken at least annually or more frequently if
circumstances warrant it.

CFSEL’s risk management policy considers the following risks:

e  Business Strategy Risk. The risk that the business plan and business development strategy do
not address all strategic risks, is not approved at the appropriate level and does not allow
CFSEL’s plans to be carried out so that its objectives can be achieved;

e  Regulatory Risk. The risk that CFSEL suffers financial, reputational or litigation damage
through failure to monitor, control and eliminate or substantially reduce regulatory compliance
risk;

o Client Risk. The risk that CFSEL fails to meet its client performance and client service
expectations leading to client defection and loss of revenue;

e  Financial Crime Risk. The risks that arise from a failure to prevent money laundering, insider
dealing or market abuse;

e  Personnel Risk. The risk that human resource policies fail to recruit and retain competent
people to enable CFSEL's plans to be carried out and its objectives achieved;
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o Legal Risk. The risk that agreements and contracts are not developed or maintained properly
to protect CFSEL and its clients;

e Infrastructure and Systems Risk. The risk that IT systems fail to support the transactions
CFSEL carries out on behalf of its client. This also encompasses IT systems failing to provide
required management and accounting information;

e  Business Continuity Risk. The risk that CFSEL will not be able to continue to meet its
obligations to its client and counterparties due to a significant interruption in its ability to
function caused by extraneous events;

e  Operational Risk. The risk of direct or indirect loss resulting from inadequate or failed internal
processes, people and systems or from external events;

e Capital Adequacy and Financial Risk. Risks arising from CFSEL’s capital position, the
adequacy of capital to support the level of current and anticipated business activities and the
access to further capital. Risks arising from inadequate financial controls;

e  External Environment Risk. The risk that CFSEL may be negatively impacted by extraneous
events or factors that are not under its control; and

e Qutsourcing Risk. The risk of failures on the part of service providers leading to failure on the
part of CFSEL in respect of its regulatory and contractual obligations.

Risk Appetite

Risk appetite is the amount and type of risk that CFSEL regards as appropriate to accept in achieving its
business objectives. CFSEL’s appetite for risk forms part of the basis against which business and
financial decisions are taken.

CFSEL has a limited risk appetite. This is reflected in the business structure where Cargill Incorporated
assumes all credit and market risk from CFSEL. The level of the company’s share capital is driven by
the company’s desire to meet and maintain a comfortable ‘buffer’ in respect of regulatory capital.

CFSEL’s approach to assessing the adequacy of internal capital

CFSEL undertakes an Internal Capital Adequacy Assessment Process (ICAAP). The company’s ICAAP
is based on financial projections for the next four years. These projections are based on the expectations
of the board of directors and other senior individuals and are stress tested to take account of extreme
circumstances. The ICAAP is reviewed at least annually and more often if appropriate.

Capital Resources

The company’s capital resources as reported to the FCA at 31 May 2018 are set out in the table below.
Core tier one capital is made up of permanent share capital and audited reserves.

2018 2017
$000 $000

Tier one capital
Core tier one capital 21,306 20,987
Deductions from tier one capital - -
21,306 20,987
Tier two capital - -
Total capital resources 21,306 20,987
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The company’s capital resources requirement is the higher of:

e  €125,000 (the initial capital requirement);
e Sum of credit risk capital requirement plus market risk capital requirement; and
e  Own funds based on fixed overheads.

The company is exposed to credit risk in relation to cash balances and non-trading book exposures.
Accordingly, it is required to have capital of 1.6% (8% x 20%) of cash balances held and 8% of non-
trading book exposures. :

In addition, the company is required to have capital to cover the exposure arising from the mark to
market value and potential future credit risk of trading positions.

Since the company is a limited licence firm, it can only enter into trades as principal on a matched basis.
Therefore, the company’s exposure to market risk is limited to foreign exchange risk on currency
balances held.

Remuneration Code Disclosures

CFSEL is classified as a proportionality level three firm for the purposes of the IFPRU Remuneration
Code. No external consultants were used in the process of developing our remuneration policy. Relevant
stakeholders are Cargill, Incorporated, Cargill GmbH, Cargill France SA and Cargill Services
Switzerland SARL (CSS). These entities input into the decision-making process since they have
employees who also act as CFSEL Approved Persons.

Given the size of the Company, the Board feel that it is unnecessary to establish a separate remuneration
committee. This is consistent with the FCA’s IFPRU Remuneration Code.

CFSEL has no employees. Cargill PLC recharges CFSEL for the full cost of 1 UK director. There is
no recharge for the services of other directors as directors. Total emoluments recharged to CFSEL for
the UK director was US$225,182. Only one UK director is eligible for the bonus payments with respect
to their involvement in CFSEL. Payments are linked to the individual’s performance against certain
objectives. These objectives are set at the start of each financial year, and are aligned with business
objectives (which are long-term in nature), and are adjusted in accordance with the overall business
performance.

CFSEL has three individuals based overseas who acts as CFSEL Approved Persons. These individuals
are employed by another group company incorporated overseas and they only spend a limited amount
of their time working on issues related to CFSEL. Accordingly, these individuals have not been
classified as Code Staff members.

In accordance with its regulatory permissions, CFSEL operates on a riskless principle basis. This means
that it is not possible for CFSEL to take market risk on trading activities. In addition, all credit risk is
underwritten by Cargill, Incorporated. Consequently, CFSEL has very limited risk with respect to its
trading activities. Given these restrictions, it is not possible for any individual to materially impact the
risk profile of the firm.
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