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E.ON UK Holding Company lelted

Strateglc Report for the Year Ended 31 December 2020

~ The directors present their Strategic Réport for the year ended 31 December 2020 for E.ON UK Holding
Company Limited ("the Company").

Fair review of the business .
The Company continued to act as a holdmg company and to service the funding requirements of companies
within the E.ON SE group. The directors believe these activities will continue in the current year. :

At 31 December 2020, the Company had net assets of £1,528 million (2019: net assets of £1,618 million).
Further information regarding the financial results of the Company at the year end and future developments-are
provided in the Directors' Report.

The Company made a loss before tax during the year of £84 million (2019 loss before tax of £121 million) due
primarily to net interest payable.

Key performance indicators (‘KPIs’)

Net interest payable:

The Company had net interest payable for the year of £85 million (20]9 £116 million), the reduction due to the
settlement of loans in 2019.

Other than the KPI stated abovg,' the directors do not believe there are any further relevant KPIs that are not
already disclosed within these financial statements.

Principal risks and uncertainties :
The management of the business and the execution of the Company's strategy are subject to a number of risks.

The key business risks and uncertainties affecting the Company are considered to relate to fluctuations in
exchange rates and interest rates on loans to and from other companies within the E.ON SE group. These risks -
are managed through cross currency swap agreements for all exposure on non-sterling denominated loans and a
mixture of fixed and floating interest rates on the loans. Due to the fully hedged position of the Company, the
risk associated with the significant volatility is deemed to be low. .

COVID-19
As the Company is a holding company.with no operatlonal activities, COVID-19 has had no material impact on
" the activities of the Company. Despite COVID-19, the directors believe that the Company can meet its
obligations as they fall due for a period of at least 12 months from the date of approval of thcse financial
statements.

Brexit

Britain has now left the European Union ('EU") and the transitional period ended on 31 December 2020. The
European Union (Future I}elationship) Act 2020 was passed on 30 December 2020, implementing the EU-UK
Trade and Cooperation Agreement. A cross functional working group remains in place, which continues to meet
regularly to consider the impact of Brexit legislative changes on existing and new contracts, as well as other
potential implications of Brexit, and to monitor further Brexit related developments and their potential impact
on the Company’s business.
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E.ON UK Holding Company Limited

Strategic Réport for the Year Ended 31 December 2020

‘Statement made under Section 172(1) of the Companies Act 2006 ('Act')
" The directors acknowledge and understand their duties under the Act and in particilar their duty to act in a way
which they consider, in good faith, would be most likely to promote the success of the Company for the benefit
of its members as a whole and, in doing so, to have regard (amongst other matters) to:

(a) the likely consequences of any decision in the long term; :
(b) the desirability of the Company maintaining a reputation for high standards of business conduct; and
(c) the need to act fairly between members of the Company. :

The directors regard a well-governed business as essential for the successful delivery of its principal activity.
The Company is an indirect subsidiary of E.ON SE, a company listed on the Frankfurt Stock Exchange and
which is head-quartered in Essen, Germany. The two main operating divisions of the E.ON SE group are Energy
Networks and Customer Solutions.

The Company forms part of the Corporate Functions/Other division of the E.ON SE- group. The board of
management of E.ON SE manages the group’s operations on a global and divisional basis.. The E.ON SE group
- has in place detailed policies and governance frameworks within which its subsidiaries must operate, including
the Company. From the perspective of the directors, due to the E.ON SE group governance structure, the matters
that they are responsible for considering under section 172(1) of the Act are also considered to an appropriate
extent by the E.ON SE group management board in relation both to the E.ON SE group and the Company. The
directors consider the factors detailed under section 172(1) of the Act are within the framework of the strategy
set by the board of management of E.ON SE. '

The Corhpany's directors believe that, to the extent necessary for an understanding of the development,
performance and position of the Company, the requirements of section 172(1) are discussed within the E.ON SE
Annual Report 2020 on pages 14 to 115, which does not form part of this report.

Approved by the Board on 23 June 2021 and signed on its behalf by:

D C A Baumber
Director

E.ON UK Holding Company Limited
Registration No:01313782
Westwood Way

Westwood Business Park

Coventry

England

CV4 8LG
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E.ON UK Holding Company Limited

Directors' Report for the Year Ended 31 December 2020

The directors present their Directors' Report and the audited financial statements of the Company for the year
ended 31 December 2020.

Directors of the Company
The directors who held office during the year and up to the date of signing these financial statements were as
follows:

C Barr

D C A Baumber

M D Lewis

S L Vaughan (resigned 26 November 2020)

Principal activity

The principal activity of the Company is to act as a holding company and to service the fundmg requirements of
companies within the E.ON SE group. The- fundmg is sourced through loans from companies within the E.ON
SE group. .

Results and dividends _

The Company’s loss for the financial year is £84 million (2019: loss of £131 million) due primarily to net
interest payable. No -interim dividends were paid during the year (2019: £nil). The directors do not recommend
the payment of a final dividend (2019: £nil).

Financial risk management

Objectives and policies

The Company, in common with other E.ON SE subsidiaries, must comply with the E.ON SE group's finance
guidelines that set out the principles and framework for managing group-wide finances. The Company also
utilises the E.ON UK plc operational treasury team which services the treasury requirements of its business.
Further information on the E.ON SE group’s policies and procedures is available in the financial statements of
the E.ON SE group.

E.ON SE has a central department that is responsible for financing and treasury strategy, policies and
procedures throughout the E.ON SE group. Major strategic financing and corporate finance actions are planned
and executed by the corporate finance team at E.ON SE. There is also a treasury team which co-ordinates
currency and interest risk management as well as cash management for the whole E.ON SE group.

The Company operates 1ts own specific treasury procedures within the overall E.ON SE treasury framework.
The E.ON UK plc treasury team liaise closely with the Company to ensure that liquidity and risk management
needs are met within the requirement of the E.ON SE group’s policies and procedures.

The Company’s approach to financial risk management, including its use of hedging instruments, is explained in
note 16 to these financial statements.
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E.ON UK Holding Company Limited
Directors' Report for the Year Ended 31 December 2020

Price risk, credit risk, liquidity risk and cash flow risk
Foreign exchange risk management

The Company operates within the framework of the E.ON group's guidelines for foreign exchange risk
management. The Company's policy is to hedge all contractually committed operational exposures, as soon as
the commitment arises: The Company will also partly hedge less certain cash flows when appropriate. The
Company determines the hedging of translation exposures (the value of foreign currency liabilities and assets in
the balance sheet) on a case by case basis in consultation with the E.ON Treasury department.

Interest rate risk management

The Company operates within the E.ON SE framework for interest rate risk management. The Company has a
number of funding arrangements and is exposed to movements in-interest rates. These interest rate exposures are
managed primarily through the use of floating rate borrowings. .

Credit risk management

The Company is subject to the E.ON group's finance policy which sets a credit limit for every financial .
institution with which the Company does a significant amount of business. The creditworthiness of the
institutions with which the Company does significant business is established by the ratings they receive from
external rating agencies including Moody's and Standard & Poor's. In addition, other counterparty credit risk is
subject to the E.ON group's credit risk management policy supported by individual business unit policies to
establish internal ratings for limit setting. Credit risk assessment involves quantitative and qualitative criteria
including ratings by independent rating agencies where these are available.

Liquidity and cash flow risks /

The Company has sufficient committed borrowing facilities to meet planned liquidity needs with headroom,
through facilities provided by E.ON SE. The Company also has a bank overdraft facility to support daily
liquidity management. The level of operating cash is affected by the performance of the business, market prices
and margins amongst other things.

. Political donations
No political donations were made during the year (2019: £nil).

Future developments
The directors believe that the principal activities of the Company will continue in the current year, in addition to
the debt restructuring which is discussed in the post balance sheet event note.

Going concern

Notwithstanding the fact that the Company is loss making and has net current liabilities, the directors have
prepared these financial statements on the going concern basis. Following the details of the debt restructuring
discussed in the post balance sheet event note, the directors are confident that funding will continue to be
provided by other group companies and hence the Company can meet its obligations as they fall due for a period
of at least twelve months from the date of approval of these financial statements.
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E.ON UK Holding Company Limited

Directors' Report for the Year Ended 31 December 2020

Important non adjusting events after the financial period

Subsequent to the year end, a debt restructuring was performed with E.ON UK plc, a subsidiary of the
Company. This followed the completion of a multi-year sales process to dispose of E.ON UK plc’s investments’
in large scale renewable wind generation. The debt restructuring was as follows:

*+ A £900 million long-term loan was novated to the: Company from E.ON UK plc for its nominal value. The
“ loan is with a fellow group undertaking, has a coupon rate of.6.075% and is due for repayment in 2037.

* A series of medium-term deposits were placed with the Company by E.ON UK plc totalling £2,700 million.
These deposits mature over the period from 2024 to 2031 and are fixed rate based on market prices.

On 21 June 2021, fhe Company also received a dividend of £500 million from E.ON UK plc.

Directors' indemnities : .

The Company maintains ‘liability insurance for its directors and officers. This is a qualifying third party
- indemnity provision for the purposes of the Companies Act 2006. This insurance cover was in force during the

year and is still in force at the date of approving these financial statements.

Disclosure of information to the auditors .

Each director has taken steps that they ought to have taken as a director in order to make themselves aware of
any relevant audit information and to establish that the Company's auditors are aware of that information. Each
director confirms that there is no relevant information that they know of and of which they know the auditors are
unaware.

Statement of directors’ responsibilities in respect of these financial statements

The directors acknowledge their responsibilities for preparing the Annual Report and these financial statements
in accordance with applicable law and regulations.

"Company law requires the directors to prepare financial statements for each financial year. Under that law, the
directors have prepared these financial statements in accordance with United Kingdom Accounting Standards
(United Kingdom Generally Accepted Accounting Practice), including FRS 101 'Reduced Disclosure
Framework' (‘'FRS 101'), and applicable law. Under company law, the directors must not approve these 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:

« select suitable accounting policies and apply them consistently;
+ make judgements and accounting estimates that are reasonable and prudent;:

« state whether applicable United Kingdom Accounting Standards, comprising FRS 101 have been followed,
subject to any material departures disclosed and explained in these financial statements; and

« prepare these financial statements on the going concern-basis unless it is inappropriate to presume that the
Company will continue in.business.

The directofs 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 these financial statements comply with the Companies Act.2006. They are also
responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention
and detection of fraud and other irregularities. .
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E.ON UK Holding Company Limited

Directors' Report for the Year Ended 31 December 2020

Approved by the Board on 23 June 2021 and signed on its behalf by:‘

D C A Baumber
Director '

E.ON UK Holding Company Limited
Registration No: 01313782
Westwood Way

Westwood Business Park

Coventry

England

CV4 8LG
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E.ON UK Holding Company Limited

Independent Auditors' Report to the Members of E.ON UK Holding Company Limited

Report on the audit of the financial statements

Opinion '
In our opinion, E.ON UK Holding Company Limited's financial statements:

+ give a true and fair view of the state of the company's affairs as at 31 December 2020 and of its loss for the
" year then ended;

» have been properly prepared in accordance with United Kingdom Generally Accepted Accountiﬁg Practice
(United Kingdom Accounting Standards comprising FRS 101 "Reduced Disclosure Framework", and
applicable law); and

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

~ We have audited the financial statements, included within the Annual Report and Financial Statements (the

“Annual Report”), which comprise: the balance sheet as at 31 December 2020; the profit and loss account, the
statement of comprehensive income, the statement of changes in equity for the year then ended; and the notes to
the financial statements, which include a description of the significant accounting policies. -

Basis for opinion - :

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

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

Conclusions relating to going concern
Based on the work we have performed, we-have not identified any material uncertainties relating to events or

conditions that, individually or collectively, may cast significant doubt on the company's ability to continue as a
going concern for a period of at least twelve months from when the financial statements are authorised for issue.

In auditing -the financial statements, we have concluded that the directors' use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

However, because not all future events or conditions can be predicted, this conclusion is not a guarantee as to
the company's ability to continue as a going concern.

Our responsibilities and the respon31bllmes of the directors with respect to going concern are descnbed in the
relevant sections of this report.

Reporting on other information

The other information comprises all of the information in the Annual Report, other than the financial statements
and our auditors' report thereon. The directors are responsible for the other information. Our opinion on the
financial statements does not cover the other information and, accordingly, we do not express an audit opinion
or, except to the extent otherwise explicitly stated in this report, any form of assurance thereon.
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E.ON UK Holding Company Limited

Independent Auditors' Reppi't to the Members of E.ON UK Holding Company Limited

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit, or otherwise appears to be materially misstated. If we identify an apparent
material inconsistency or material misstatement, we are required to perform procedures to conclude whether
there is a material misstatement of the financial statements or a material misstatement of the other information.
If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to-report that fact. We have nothing to report based on these responsibilities.

With respect to the Strategic report and Directors' report, we also considered whether the disclosures required by
the UK Companies Act 2006 have been included.

Based on our work undertaken in the course of the audit, the Companies Act 2006 requires us also to report
certain opinions and matters as described below.

Strategic report and Directors' report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic
report and Directors' report for the year ended 31 December 2020 is consistent with the financial statements and -
has been-prepared in accordance with applicable legal requirements.

~ In light of the knowledge and understanding of the company and its environment obtained in the course of the-
audit, we did not identify any material misstatements in the Strategic report and Directors' report.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

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

In preparing the financial statements, the directors are responsible for assessing the company's ability to
continue as a going concemn, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to llquidate the company or to cease operations, or
have no reahstic alternative but to do so.

Auditors' responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors' report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic deciswns of users taken on the basis of these financial statements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures
in line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities,
including fraud. The extent to which our procedures are capable of detecting irregularities, including fraud is
detailed below.
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E.ON UK Holding Company Limited

Independent Auditors' Report to the Members of E.ON UK Holding Compahy Limited

Based on our understanding of the company and industry, we identified that the principal risks of
" non-compliance with laws and regulations related to data protection legislation, and taxation legislation, and we
considered the extent to.which non-compliance might have a material effect on the financial statements. We also
considered those laws and regulations that have a direct impact on the financial statements such as the
Companies Act 2006. We evaluated management's incentives and opportunities for fraudulent manipulation of
the financial statements (including the risk of override of controls), and determined that the principal risks were
related to the posting of unusual journals to interest and the manipulation of accounting estimates which could
be subject to management bias. Audit procedures performed by the engagement team included: :

« discussions with management and the company's legal team, including consideration of known or suspected
instances of non-compliance with laws and regulations and fraud;

 evaluation and testing of the operating effectiveness of management's controls.designed to prevent and detect
irregularities; ) ]
+ challenging assumptions and judgements made by managerﬁent in their significant accounting estimates; and

+ identifying and testing journal entries, in particular any journal entries posted with unusual account
combinations to interest.

There are inherent limitations in the audit procedures described above. We are less likely to become aware of
instances of non-compliance with laws and regulations that are not closely related to events and transactions
reflected in the financial statements. Also, the risk of not detecting a material misstatement due to fraud is
higher than the risk of not detecting one resulting from error, as fraud may involve deliberate concealment by,
- for example, forgery or intentional misrepresentations, or through collusion.

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

Use of this report '

This report, including the opinions, has been prepared for and only for the company's members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving
these opinions, accept or assume responsibility for any other purpose or to any other person to whom this report
is. shown or into whose hands it may come save where expressly agreed by our prior consent in writing. :

Other required reporting

Companies Act 2006 exception reporting |
Under the Companies Act 2006 we are required to report to you if, in our opinion:

« we have not obtained all the information and explanations we require for our audit; or

» adequate’ acéounting records have not been kept by the company, or returns adequate for our audit have not
been received from branches not visited by us; or

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

We have no exceptions to report arising from this responsibility.
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E.ON UK Holding Company Limited

Independent Auditors' Report to the Members of E.ON UK Hovl;iing Company Limited.

Mark Skedgel (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP:
Chartered Accountants and Statutory Auditors
Birmingham

25 June 2021
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E.ON UK Holding Company Limited

Profit and Loss Account for the Year Ended 31 December 2020

2020 2019
. . Note £m £m
Administrative expenses excluding impairments ‘ - 3)
Reversal/(impairment) of financial assets : ) 1 (7)
Administrative expenses ' ' 1 , (10)
Other operating income ' L S 1
Operating profit/(loss) : . 3 : SR %)
Income from shares in group undertakings . ‘ - 4
Interest receivable and similar income 5 15 28
Interest payable and similar expenses ' 6 : (100) (144)
Loss before tax ' (84) (121)
‘Tax on loss 8 - (10)
Loss for the financial year . : . (84) (131)

The notes on p'ages 15 to 41 form an integral part of these financial statements.
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' E.ON UK Holding Company Limited

Statement of Comprehensive Income for the Year Ended 31 December 2020

2020 2019

£m £m
Loss for the financial year (84) (131)
Items that may be reclassified subsequently to profit or loss
Cash flow hedge : : 20 (49)
Exchange movement on debt in cash flow hedges ‘ 27 ) 33
Income tax effect _ ' ' 1 ' 3
Total other comprehensive expense ' _ - (6) (13)
Total comprehenslive expeﬁse for the year A ' ’ (90) (144)

The notes on pages 15 to 41 form an integral part of these financial statements.
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E.ON UK Holding Company Limited

(Registration number: 01313782)
Balance Sheet as at 31 December 2020

31 December

31 December

2020 2019
‘ Note ‘ £m £m
Fixed assets -
Investments - ’ 9 5,300 5,300
Current assets .
Debtors: amounts falling due after more than one year 10 15 14
Debtors: amounts falling due within one year . 11 1,777 " 1,891
’ ' 1,792 1,905
Creditors: amounts falling due within one year 12 (4,690) (4,415)
Net current liabilities : ) (2,898) (2,510)
Total assets less current liabilities 2,402 2,790
Creditors: amounts falling due after more than one year 13 - (874) (1,171)
Provisions for liabilities ‘ ’ 14 - M
Net assets . 1,528 1,618
Capital and reserves
Called up share capital 15 911 911
Other reserves o 17 . 3 9
Profit and loss account : 614 698
Shareholders’' furids . 1,528 1,618

The financial statements on pages 11 to 41 were approved by the Board o'f-directors on 23 June 2021 and signed

on its behalf by:

D C A Baumber
Director

E.ON UK Holding Company Limited
Registration No: 01313782

The notes on pages 15 to 41 form an integral part of these financial statements.
‘ Page 13 :



E.ON UK Holding Company Limited

Statement of Changes in Equity for the Year Ended 31 December 2020

At 1 January 2020
Loss for the financial year
Cash flow hedge

Exchange movement on debt in cash flow
hedges

Income tax effect
Total comprehensive expense -

At 31 December 2020

~ At 1 January 2019
Loss for the financial year
Cash flow hedge _

Exchange movement on debt in cash flow
hedges

Income tax effect
Total comprehensive expense

At 31 December 2019 -

Profit and Shareholdefs'

Called up Other
share capital reserves  loss account funds
’ £m £m £m £m
911 9 698 - 1,618
- - (84) (84)
- 20 - 20 -
- 27 - @7
- 1 - 1
- 6 (84) )
911 3 614 1,528
Called up Other Profit and Shareholders'
share capital . reserves  loss account - funds
£m £m £m £m
911 22 829 1,762
- - (131) (131)
- (49) - (49)
- 33 - 33
- 3 . 3
- (13) (131) (144)
911 9

698 1,618

The notes on pages 15 to 41 form an integral part of these financial statements.
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E.ON UK Holding Company Limited

- Notes to the Financial Statements for the Year Ended 31 December'2020

f

1 General information
The Company isa prlvate company hmlted by share capital, incorporated and domiciled in United Kingdom.

The Company acts as a holdmg company and services the funding requirements of UK companies within the
E.ON SE group.

The address of its registered office is:
Westwood Way

Westwood Business Park

Coventry

England

CV4 8LG

2 - Accounting policies

Summary of significant accounting policies and key accounting estimates
The principal accounting policies applied in the preparation of these- financial statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated.

Basis of preparation

The Company has prepared these financial statements in accordance with Financial Reporting Standard 101,
‘Reduced Disclosure Framework® ('FRS 101'). These financial statements have been prepared under the going
concern basis, historical cost corivention, as modified by the revaluation of derivative financial assets and
financial liabilities measured at fair value, and in accordance with the Compames Act 2006 as applicable to
companies using FRS 101. The principal accounting policies, which have been applied consistently throughout
the year, are set out below.

The Company has adopted disclosure exemptions in relation to the following:

« The requirements of paragraphs 10(d) (statement of cash flows), 16 (statement of compliance with all IFRS)
and 111 (cash flow statement information) of IAS 1 Presentation of Financial Statements

» The comparative information requirements of paragréph 38 of IAS 1 Presentation of Financial Statements in
. respect of paragraph 79(a)(iv) of IAS 1

"+ The requirements of JAS 7 Statement of Cash Flows

+ The requirements of Paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in Accounting Estimates
and Errors

* The requirements of Paragraph 17 of IAS 24 Related Party Disclosures (key management compensation)

* The requnrements of Paragraph 18A of IAS 24 Related Party Disclosures to disclose related party transactions
entered into between two or more wholly owned members of a group
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E.ON UK Holding Company Limited

Notes to the Financial Statements for the Year Ended 31 December 2020

2 Accounting policies (continued)

Going concern

Notwithstanding the fact that the Company is loss making and has net current liabilities, the directors have
prepared these financial statements on the going concern basis. Following the details of the debt restructuring
discussed in the non-adjusting post balance sheet event note, the directors are confident that funding will
continue to be provided by other group companies and hence the Company can meet its obligations as they fall
due for a period of at least twelve months from the date of approval of these financial statements.

Exemption from preparing group accounts
These financial statements contain information about E.ON UK Holding Company Limited as an individual
company and do not contain consolidated financial information as the parent of a group.

The Company is exempt under section 400 of the Companies Act 2006 from the requirement to prepare
consolidated financial statements as it and its subsidiary undertakings are included by full consolidation in the
conso]idated financial statements of its ultimate parent, E.ON SE, a company incorporated in Germany.

Changes in accounting policy

None of the following standards, interpretations and amendments effectlve for the first time from 1 January
2020 have had a material effect on these financial statements:

. Deﬁnition of Material - Amendments to IAS 1 and IAS §;

« Definition of a Business - Amendments to [FRS 3;

« Interest Rate Benchmark Reform - Amendments to IFRS 9, IAS.39 and IFRS 7; and
« Revised Conceptual Framework for Financial Reporting.

Critical accounting judgements and key sources of estimation uncertainty

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions which affect the reported amounts of assets and liabilities, the
disclosure of contingent assets and liabilities at the date of these financial statements, and the reported amounts
of revenues and expenses during the reporting year. These judgements and estimates are based’ on
management’s best knowledge of the relevant facts and circumstances, having regard to prior experience, but
actual results may differ from the amounts included in these financial statements. There are no critical
judgements or key sources of estimation uncertainty in relation to these financial statements.

Foreign currency transactions and balances

- These financial statements are presented in Great British Pounds ("GBP") which is the Company's functional
currency. All financial information is presented in GBP and has been rounded to the nearest million unless
otherwise stated.

Transactions in foreign currencies are recorded at the exchange rate ruling at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are retranslated at the closing rates at the
balance sheet date.

All exchange differences are included in the profit and loss account except when deferred in other
comprehensive income as qualifying cash flow hedges.
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E.ON UK Holding Company Limited

thes to the Financial Statements for the Year Ended 31 December 2020

2 Accounting policies (continued)

Tax .

The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or loss, except to
the extent that it relates to items recognised in other comprehensive income or directly in shareholders' funds. In
this case, the tax is recognised in other comprehensive income or directly in shareholders' funds, respectively.

The current income tax charge is calculated on the basis of tax rates and laws that have been enacted or
substantlvely enacted by the reporting date in the countnes where the Company operates and generates taxable
income.

Deferred income tax is recognised on temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in these financial statements. However, deferred tax liabilities are not
recognised if they arise from the initial recognition of goodwill; or arise from initial recognition of an asset or
liability in a transaction other than a business combination that at the time of the transaction affects neither
accounting nor taxable profit or loss. Deferred income tax is determined using tax rates (and laws) that have
been enacted or substantively enacted by the balance sheet date and are expected to apply when the related
deferred income tax asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised only to the extent that it is probable that future taxable profit will be
. available against which the temporary differences can be utilised.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax
assets against current tax liabilities and when the deferred income tax assets and liabilities relate to income taxes
levied by the same taxation authority on either the same taxable entity or different taxable entities where there is
an intention to settle the balances on a net basis.

Investments
- Investments in subsidiaries are held at cost less accumulated impairment losses.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently
carried at amortised cost; any difference between the proceeds and the redemption value is recognised in the
profit and loss account over the period of the borrowings using the effective interest method.

Fees paid on the establishment of loan facilities are recognised as transaction costs of the loan to the extent that "
it is probable that some or all of the facility will be drawn down. In this case, the fee is deferred until the
draw-down occurs. To the extent there is no evidence that it is probable that some or all of the facility will be
. drawn down, the fee is capitalised as a pre-payment for liquidity services and amomsed over the period of the
facility to which it relates.
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E.ON UK Holding Company Limited

Notes to the Financial Statements for the Year Ended 31 December 2020

2 Accounting policies (continued)

Inter-company balances

Inter-company payable and receivable trading balances within the E.ON SE group are recognised initially at fair
value and subsequently measured at amortised cost. These balances are consolidated at each period end into a
single balance with each group company. These transactions are net settled. As a result, the directors consider it
appropriate to present inter-company balances within these financial statements on a net basis. Formal loan
balances are settled and presented gross. :

For amounts owed by group undertakings, the Company first determines the 12 month expected credit loss, with
the lifetime expected credit loss being recognised in the event of a significant increase in default risk. This is
assumed if the internally. determined counterparty risk has been downgraded at least three risk levels on the ten
level counterparty risk scale since initial recognition. If external or internal rating information is available, the
expected credit loss is detérmined on the basis of this data. If no rating information is available, the Company
determines default ratios on the basis of historical default rates, taking into account forward-looking information
on economic developments. The estimates and assumptions used to determine the level of expected credit losses
are reviewed periodically to determine if there is a significant increase in default risk.

Offsettmg

Financial assets and financial liabilities are offset and the net amount presented in the balance sheet, when. the
Company has a legally enforceable right to set off the recognised amounts and it intends either to settle on a net
~ basis or realise the asset and settle the liability simultaneously.

Financial instruments

Hedge accounting

Derivatives are initially recognised at fair value on the date a’ derivative contract is entered into and are
subsequently. re-measured at their fair value. The method of recognising the resulting gain or loss depends on
whether the derivative is designated as a hedging instrument, and if so, the nature of the item being hedged. The
Company designates its derivatives as hedges of a particular risk associated with a recognised asset or liability
or a highly probable forecast transaction (cash flow hedge).

The E.ON UK plc treasury or E.ON SE group finance teams document at the inception of the transaction the
relationship between hedging instruments and hedged items, as well as its risk management objectives and
strategy for undertaking various hedging transactions. Also documented are assessments, both at hedge
inception and on an ongoing basis, of whether the derivatives that are used in hedging transactions are highly
effective in offsetting changes in fair values or cash flows of hedged items.

" The fair value of various derivative instruments used for hedging purposes is disclosed in note 17. Movements
‘on the hedging reserve in other comprehensive income are shown on page 12. The full fair value of a hedging

derivative is classified as a non-current asset or liability when the remaining maturity of the hedged item is more.
~ than 12 months.
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Notes to the Financial Statements for the Year Ended 31 December 2020

2 Accounting policies (continued)

Cash flow hedges
The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow

hedges is recognised in the cash flow hedge reserve within equity. The gain or loss relating to the ineffective
portion is recognised immediately in the profit and loss account.

Amounts accumulated in the cash flow hedge reserve are reclassified to profit or loss in the periods when the
hedged item affects profit or loss. The gain or loss relating to the effective portion of interest rate swaps hedging
variable rate borrowings is recogmsed in the profit and loss account.

When a hedgmg instrument expires or is sold, or when a hedge no longer meets the criteria for hedge
accounting, any cumulative gain or loss existing in equity at that time remains in equity and is recognised when
the forecast transaction is ultimately recognised in the profit and loss account. When a forecast transaction is no
longer expected to occur, the cumulative gain or loss that was reported in equity is immediately transferred to
the profit and loss account. ’

3 Operating profit/(loss)

The reversal of impairment for amounts owed to group undertakmgs recognised during the year was £1 million
(2019: impairment expense of £7 million).

4 Auditors' remuneration

Auditors’ remuneration of £44,000 (2019: £31,000) for the audit of these fi nanc1al statements was borne by.
E.ON UK plc and not recharged.

5 Interest receivable and similar income

2020 2019
£m , £m
Other finance income . - 7
Interest receivable from group undertakings 3 5
Interest rate swaps - gains o 12 16
15 28

6 Interest payable and similar expenses
2020 2019
. : £m £m
" Interest payable to group undertakings 88 126
Interest rate swaps - losses 12 18
‘ 100 144
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Notes to the Financial Stafements for the Year Ended 31 December 2020

7 . Staff costs )
N\ The Company had no employees during the year (2019: none).

The directors received no emoluments from the Company during the year (2019: £nil) in respect of services to
the Company. ’

8 Tax on loss

Tax charged in the profit and loss account

2020 2019
£m £m
* Current taxation
UK corporation tax - - )
UK corporation tax adjustment to prior periods . - (2)
- 3)
Total current income tax . - 3)
Deferred taxation

Arising from origination and reversal of temporary differences 2 12
Deferred tax credit relating to changes in tax rates and laws 4) -
Deferred tax prior period adjustment 2 1
Total deferred taxation : . - 13
Tax expense in the profit and loss account : : - 10

The tax on profit before tax for the year is higher than the standard rate of corporaﬁon tax in the UK (2019:
higher than the standard rate of corporation tax in the UK) of 19% (2019: 19%).

<

The differences are reconciled below:

. 2020 : 2019
£m £m
Loss before tax o ’ (84) (21
Corporation tax at standard rate ‘ ' ' (16) (23)
Deferred tax expense from unrecognised tax loss or credit , ) 18 32
Deferred tax (credit)/expense relating to changes in tax rates or laws 4) 2
UK corporation tax adjustment for prior periods : - ) 2)
Deferred tax prior period adjustment . 2 : 1
Total tax charge ' - 10
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E.ON UK Holding Company Limited -

Notes to the Financial Stateﬁents for the Year Ended 31 December 2020

8 Tax on loss (continued)

In the Spring Budget 2020, the UK Government announced that from 1 April 2020 the corporation tax rate
would remain at 19% (rather than reducing to- 17%, as previously enacted). This new law was substantively
enacted on 17 March 2020. Deferred taxes at the balance sheet date have been measured using these enacted tax
rdtes and reflected in these financial statements. In the Spring Budget 2021, the UK Government announced that
from 1 April 2023 the corporation tax rate would increase to 25%. This new law was not substantively enacted
on the balance sheet date and has therefore not been reflected in these financial statements.

The corporation tax receivable has been reduced by £nil because of group relief surrendered to a fellow group
undertaking for which a payment will be received (2019: payment made of £3,000,000). Accordingly, no tax
losses are available for carry farward.

Deferred tax
Deferred tax assets and liabilities

Net deferred

: Asset - Liability tax

2020 £m £m £m
Other items - - -
Foreign exchange contracts L @) - 4)
Derivatives - 4 ' 4
. - @ p -

: Liability

2019 £m
Other items -
Foreign exchange contracts 1
Derivatives ' -
1

"Deferred tax movement during the year:
Recognised in

‘ other At

At 1 January comprehensive 31 December

2020 income 2020

) £m £fm £fm

Other items ’ : - - . -
_ Foreign exchange contracts ' 1 6y ()
Derivatives : . - 4 4
Net tax liabilities/(assets) ' 1 (1) -
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Notes to the Financial Statements for the Year Ended 31 December 2020

8 Tax on loss (continued)

Deferred tax movement during the prior year:
Recognised in

other - At
At 1 January Recognised in comprehensive 31 December -
2019 income - income 2019
. . £m £m £m £m

Other items (13) 13 - ‘ -
Foreign exchange contracts . sy - 6 1.
Derivatives 9 . - (&) -
Net tax (assets)/liabilities 9) 13 3) 1

There is a deferred tax asset that has not been recognised in respect of restricted interest payable of £53 million
(2019: £35 million). This would only be recognised in the event of a reduction in the restriction of future interest
payable which the directors do not consider probable. There are no other unused tax losses or tax credits.

9 Investments

31 December 31 December
, 2020 2019
£m £m
Investments in subsidiaries 5,300 5,300
Subsidiaries : ] : £m
Cost ‘ - .
At 1 January 2019 . . 10,547
At 31 December 2019 10,547
At 1 January 2020 ' ‘ . : 10,547
At 31 December 2020 ' 10,547,
Provision , -
At 1 January 2019 . : : ' 5,246
Provision ) o 1
At 31 December 2019 . 5,247
At.1 January 2020 ' 5,247
At 31 December 2020 ‘ ) 5,247
Carrying amount
At 31 December 2020 . ~ 5,300
At 31 December 2019 . : 5,300

The directors believe that the carrying value of the investments is supported by either their underlying net assets
or through discounted future cashflows based on value in use calculations.
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9 Investments (continued)

Details of the direct and indirect subsidiaries as at 31 December 2020 are as follows:

Name of subsidiary

E.ON UK pic*

Powergen Limited*

Powergen UK
Investments*

Citigen (London) Limited

E.ON Energy ECO
Installations Limited -
(previously known as
E.ON UK Cogeneration
Limited)

E.ON Energy Installation
Services Limited

E.ON Energy Solutions
Limited

E.ONIT UK Limited

E.ON Next Energy Limited

(formerly known as
Npower Direct Limited)

E.ON Project Earth
Limited

E.ON UK CHP Limited

E.ON UK Energy Markets
Limited '

E.ON UK Heat Limited

Principal activity

Buying and selling renewable

Holding

Ordinary shares

energy, ROCs and REGOs and

intermediate holding company

Non-trading company

~ Non-trading company

‘Sale of energy services involving
* the supply of heating hot water and

ventilation

Sale of energy services involving
the operation of CHP plants

Hardware installation services for
residential customers

Sale of electricity, gas and other
energy-related products to
residential, business and industrial
customers  throughout  Great
Britain

Non-trading company

Sale of electricity, gas and other
energy-related products to
residential and business customers
throughout Great Britain

Leasing of ground source heating
systems

Sale of energy and related services,
primarily from the operation of
combined heat and power plants

Energy procurement business

Set up phase of district heating
business
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~ Ordinary shares

Ordinary shares

Ordinary shares

Ordinary shares

Ordinary shares

Ordinary shares:

Ordinary shares
Ordinary shares

Ordinary shares
Ordinary shares

"Ordinary shares

Ordinary shares

Notes to the Financial Statements for the Year Ended 31 December 2020

Pr(;ponion of

_ ownership
interest and
voting rights held
2020 2019
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
'100% 100%
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Notes to the Financial Statements for the Year Ended 31 December 2020

9 . Investments (continued)

Name of subsidiary

E.ON UK Infrastructure
Services Limited (formerly
known as E.ON UK
Blackburn Meadows
Limited)

E.ON UK Steven's Croft
Limited

Ergon Overseas Holdings

Lighting for Staffordshire
Holdings Limited

~

Lighting for Staffordshire
Limited

Novo Innovations Limited
Powergen Holdings B.V.
Powergen International

Visioncash

Avon Energy Partners-
Holdings

CHN Contractors Limited
CHN Electrical Services
Limited

CHN Group Ltd

CHN Special Projects
Limited

E.ON (Cross-Border)
Pension Trustees Limited
E.ON Energy Gas
(Eastern) Limited

E.ON Energy Gas
(Northwest) Limited

Principal activity

Operation of biomass plant

Operation of biomass plant

Non trading company

Holding company of Lighting for
Staffordshire Limited, a subsidiary

company established ‘for the
financing, organisation and
operation of a street lighting

scheme in Staffordshire, under the
Government's  Private  Finance
Initiative Scheme

Servicing of street lighting

Non trading company

Non trading company

" Non trading company

Non trading company

‘Dormant company

Dormant company

Dormant company

Dormant company

Dormant company
Dormant company
Dormant company

Dormant company
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Holding

Ordinary shares

Ordinary shares

Ordinary shares
Ordinary shares

Ordinary shares -

Ordinary shares
Ordinary shares
Ordinary shares

Ordinary A and B

shares

Ordinary shares

Ordinary shares
Ordinary shares

_ Ordinary shares

Ordinary shares
Limited by
guarantee

Ordinary shares

Ordinary shares

Proportion of

ownership

interest and
voting rights held

2020
100%

100%

100%

60%

60%

100%
100%
100%
100%

100%

100%

100%

100%
100%

. 100%

100%

100%

2019

100%

100%

100%
60%

60%

100%
100%
100%
100%

100%

100%
100%

100%
100%

100%

100%

100%



E.ON UK Holding Company Limited

Notes to the Financial Statements for the Year Ended 31 Deceniber 2020

9 Investments (continued)

Name of subsidiary

E.ON Next Limited

E.ON UK Directors

Limited

E.ON UK Energy Services

Limited -

E.ON UK Industrial

~ Shipping Limited

E.ON UK Pension Trustees

Limited
E.ON UK Property

- Services Limited
E.ON UK PS Limited
E.ON UK Secretaries

Limited

E.ON UK Trustees Limited

. East Midlands Electricity
Distribution Holdings

East Midlands Electricity
Share Scheme Trustees

Limited

Economy Power Limited

Energy Collection Services

Limited "

Industry Development

Services Limited

Matrix Control Solutions

Limited _ ,

Midlands Electricity

Limited

Powergen Power No. 1

Limited

Powergen Power No. 2

Limited

Powergen Seraﬁg Limited

Principal activity

Dormant company

Dormant company
Dormant company
Dormant company
Dormant company

Dormant company

Dormant company '

Dormant company
Dormant company
Dormant company
Dormant company
Dormant éompany
Dormant company

Dormant compﬁny

‘Dormant company

Dormant company
Dormant company
Dormant company

Dormant company
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. Holding

Ordinary shares

Ordinary shares

* Ordinary shares

Ordinary shares
Ordinary shares
Ordinary shares

Ordinary shares
Ordinary shares

Limited by
guarantee
Ordinary shares
Ordinary shares
Ordinary shares

Ordinary shares

Ordinary shares

Ordinary shares '

Ordinary shares
Ordinary shares

Ordinary shares

.Ordinary shares

Proportion of
ownership
interest and
voting rights held
2020 2019-

100% 100%
100% 100%

100%  100%
100%  100%
100%  100%
100%  100%

100% 100%
100% 100%

100%  100%
100%  100%
100% 100%
100%  100%
100%  100%
100% 100%
100%  100%
100% 100%
100%  100%

100% 100%

. 100% 100%
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Notes to the Financial Statements for the Year Ended 31 December 2020

9 Investments (continued)
Proportion of

ownership
: ' - interest and
Name of subsidiary Principal activity - Holding " voting rights held
' 2020 2019
Thé Power Generation Dormant company "Ordinary shares 100% 100%
Company Limited
Utility Debt Services Dormant company . Ordinary shares 100% 100%

- Limited

* indicates direct investment -

All of the undertakings disclosed above are incorporated in the United Kingdom and have a régiste‘red office of
Westwood Way, Westwood Business Park, Coventry, England, CV4 8LG.

The only exception to this is Powergen Holdings B.V. which is registered in the Netherlands.

Associates

Details of the indirect associates as at 31 December 2020 are as follows:

Proportion of
ownership interest and

: voting rights held
Name of associate Principal activity ' - 2020 2019
Rampion Renewables Limited Investment holding company 39.93% 39.93%
Hams Hall Management Company Control, supervision, maintenance and - 39% . ) 39%
Limited : management of the premises known as
Hams Hall, Coleshill, Birmingham, for
the benefit of the tenants

ECO2 Solutions Group Limited Supply and installation of solar panels 49% 0%

All of the undertakings disclosed above are incorporated in the United Kingdom. Hams Hall Management
" Company Limited has a registered office address of Gowling WLG (UK) LLP, Snow Hill, Queensway,
Birmingham, B4 6 WR, ECO2 Solutions Group Limited has a registered office address of Unit 8 John Samuel
Building, Arthur Drive Hoo Farm Industrial Estate, Kidderminster, Worcestershire, DY11 7RA and Rampion
Renewables Limited has a registered office of Greenwood House, Westwood Way, Westwood Business Park,
Coventry, England, CV4 8PB. ‘ . ’

On 29 December 2020, a contract was signed with RWE Renewables UK Limited to sell the 39.93% stake in
Rampion Renewables Limited. The completion of the sale occurred on 1 April 2021.
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10 Debtors: amounts falling due aft/er more than one year

31 December 31 December

2020 2019

£m . £m

Commodity and other derivative financial instruments 15 14

£15 million (2019: £14 million) of derivative financial instruments are classified as non current. Foreign
currency swaps, that mature in 2024, have been entered into with E.ON SE with the objective of stabilising the .
exchange rates, under which certain loans became equivalent to sterling assets of £15 million (2019: £14
million) at interest rates of 6.01%.

11 Debtors: amounts falling due within one year

\

31 December - 31 December

2020 - 2019

£m £m

Amounts owed by group undertakings ) 1,765 1,891
Commodity and other derivative financial instruments 12 . -
1,777 1,891

Amounts owed by grohp undertakings at 31 December 2020 include the following unsecured loans which are
repayable on demand: )

A deposit with E.ON SE of £1,349 million (2019: £1,472 million) which bears interest at a rate of LIBOR plus
52 basis points which is repayable on demand and has no fixed repayment date.

" A loan to E.ON Connecting Energies Limited of £48 million (2019: £85 million) which bears interest at a rate of
LIBOR plus 52 basis points and is a drawdown from a facility of £95 million which has a maturity date of 31

December 2022.

A loan to Green Sky Energy Limited of £25 million (2019: £25 million) which bears interest at a rate of LIBOR
plus 52 basis points and is a drawdown from a facility of £31 million which has a maturity date of 31 December
2022. ;

A loan to Kemsley CHP Limited of £71 million (2019: £27 million) which bears interest at a rate of LIBOR plus
52 basis points and is'a drawdown from a facility of £80 million which has a maturity date of 31 December
2022. '

All other amounts are unsecured, interest free and fepayable on demand.
As at, 31 Decefnber 2020, the Company had ‘made available to fellow subsidiaries within the E.ON SE group

committed facilities totalling £228 million (2019: £193 million), of which £83 million (2019: £55 million) was
still available for drawdown.
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11 Debtors: amounts fallin'g due within one year (continued)

Foreign currency swaps, that mature in 2021, have been entered into with E.ON SE with the objective of
stabilising the exchange rates, under which certain loans became equivalent to sterling assets of £12 million
(2019: £ nil) at interest rates of 6.01%.

Amounts owed by group undertakings are stated after loss allowances of £7 million (2019: £1 million).

12 Creditors: amounts falling due within one year .
31 December 31 December

2020 . 2019

_ £m £m

Amounts due to group undertakings , 4,682 4,410
Commodity and other derivative financial instruments. 3 -
Other creditors - 5 . 5
4,690 4,415

During 2020, the following amounts owed to group undertakings were moved to Creditors falling due in less
than one year:

Three unsecured loans totalling €350 million from MEON Pensions GmbH which bear interest at an interest at a
weighted average rate of 5.8% and are due for repayment in 2021.

Amounts owed to group undertakings at 31 December 2020 include the following unsecured loan which is
repayable on demand:

A loan of £4,303 million (2019: £4,350 million) from E.ON UK plc which bears interest at LIBOR minus §
basis points and currently rolls forward (principal and interest) on a daily basis.

Foreign currency swaps have been entered into with E.ON SE with the objective of stabilising the exchange
rates, under which certain loans became equivalent to sterling borrowings of £nil (2019 £nil) at interest rates of
6.01%.

All other amounts owed to group undeﬁakings are unsecured, interest free and repayable on demand.

Subsequent to the year end, the Company restructured- its debt portfolio with a corresponding decrease in the
amounts owed to related parties due within one year. Further details are provided in note 18.
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13 Creditors: amounts falling due after more than one year

31 December 31 December

2020 2019

£m £m

Commodity and other derivative financial instruments - 10
Amounts due to group undertakings ’ - 874 1,161 -

‘ 874 1,171

During 2020, the following amounts owed to group undertakings were moved to Creditors falling due within
- one year: A

Three unsecured lbans totalling €350 million (2019: €350 million) from MEON Pensions GmbH which bear
interest at a weighted average rate of 5.8% and are due for repayment in 2021.

Amounts owed to group undertakings at 31 December 2020 iﬁcll;de the following unsecured loans:

A loan of £700 million (2019: £700 million) from E.ON SE which bears interest at a rate of 7.4% and is due for
repayment in January 2039.

Two loans totalling €200 million (2019: two loans totalling €200 million) from MEON Pensions GmbH which
bear interest at a weighted average rate of 5.9% and are due for repayment in 2024.

Foreign currency swaps have been entered into with E.ON SE with the objective of stabilising the exchange
rates, under which certain loans became equivalent to sterling borrowings of £nil (2019 £10 million) at interest
rates of 6.01%. ’

Subsequent to the year end, the Company restructured the debt portfolio of itself and its direct subsidiary, E.ON
UK plc. This has'resulted in a reduction in the amounts falling due within one year but an increase in amounts
falling due after more than one year. The key changes are the receipt of a £900 million loan liability novated
from E.ON UK plc which incurs interest of 6.075% and is due for repayment in 2037, and a series of four fixed
terms deposits from E.ON UK plc totalling £2,700 million and maturing in 2024, 2026, 2028 and 2031.

The maturity profile of the cahying amount of the Company's long-term borrowings was as follows:
. 31 December .31 December

2020 2019

‘ £m £m

In more than one year, but no more than two years - © 301
In more than two years, but no more than five years _ 174 170
In more than five years A . 700 700
‘ 874 1,171
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14 Provisions for liabilities ,
Deferred

tax * Total

£m £m
At 1 January 2020 . R ' 1
Provisions utilised : 1) e
At 31 December 2020 - -
15 Called up share capital

. 2020 2019

Allotted, called up and fully paid ' . : £m £m

7,410,900,576 (2019: 7,410,900,576) ordinary shares of £0.123 each 911 . 911

16 Financial risk review

This note presents information about the Company’s exposure to financial risks and the 'Company’s
management of capital.

Credit risk

In order to minimise credit risk arising from the use of financial instruments and from operating activities, the
Company enters into transactions only with counterparties that satisfy the E.ON SE group's internally
established minimum requirements. Maximum credit risk limits are set on the basis of credit quality ratings
established internally, and from Moody's- and Standard & Poor's. The setting and monitoring of credit limits is
subject to certain minimum requirements applicable throughout the E.ON SE group. Long-term contracts arising
from the operating activities and asset management transactions are not included in this process. The maximum
exposure to credit risk at the reporting date is the carrying value of the derivative financial instruments and the
amounts owed by group undertakings. : :

Financial assets are considered to be at greater risk of impairment where there is a significant increase in credit
risk, being a decrease in internal rating of at least three tiers. Amounts are written off where there is no
reasonable expectation of recovery. Indicators of this can include insolvency and legal disputes regarding
repayment. "

12020 2019

' £m £m

Receivables - Existing companies with no defaults in past. 1,765 1,891
BBB+ to BBB- Derivative financial instruments (S&Ps) - 27 14
1,792 1,905
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16 Financial risk review (continued)

Liquidity risk ) .

. Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due.
Following a review it has been agreed that as all the financial agreements are within the E.ON SE group, any
liquidity risk is minimal. The E.ON UK plc treasury team monitors rolling forecasts of-the liquidity -
requirements to ensure that the Company has sufficient cash to meet operational needs at all times to ensure that
borrowing limits are not breached. Any surplus cash held by the Company is transferred to E.ON SE.

Maturity analysis for financial liabilities

The following tables set out the remaining contractual maturities of the Company’s financial liabilities by type.

\

Expected

. More

Carrying - cash 1to<2 2to <S5 than 5

amount flows <1 year years years years:

As at 31 December 2020 £m £m £m £m £m £m
Borrowings ) (5,556) (6,609) (4,765) (62) (356) (1,426)
Interest rate swaps (net) - - - - -
Cross currency swaps (net) 24 18 11 - 7 -
Expected More

Carrying cash . 1to<2 2to<$§ than §

‘ . amount flows  <1year years years years

As at 31 December 2019 £fm £m £m £m £m £m
Borrowings : (5,571) (6,700) (4,490) 377 (356) (1,477)
Interest rate swaps (net) 1 a - - ) - -o-
Cross currency swaps (net) 3 (14) (3) (0] 4 - -

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity
prices will affect the Company's income or the value of its holdings of financial instruments.

The Company acts as a holding company and does not enter into trades or sales and as such has no commodity
price risk. -
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~

16 Financial risk review (continued) .

Foreign exchange risk

The Company is exposed to foreign exchange risk arising from various currency exposures, primarily with
respect to Euros, which arise when recognised assets and liabilities are denominated in a currency that is not the
entity's functional currency. The E.ON SE board require group companies to manage their foreign exchange risk
against their functional currency. The Company hedges its entire foreign exchange risk exposure with E.ON SE.

All foreign exchange rate exposure is hedged and therefore it is expected that movements in foreign exchange
rates will have no impact on post tax profit or losses. '

The Company uses cross currency swaps to manage the foreign exchange exposure. Cross currency swaps .are
entered into to convert long term Euro loans into equivalent sterling loans. They are designated as cash flow
hedges under FRS 101. Currency swaps are valued separately at their forward rates and prices as of the balance
sheet date. . :

\

The effects of the cross currency swaps on the Company's financial position and performance are as follows:

2020 2019

Asset Liability Asset Liability
Cross currency swaps
Carrying amount £24m : - £6m (£3m)
Notional amount : ) €550m - €300m €250m
Maturity date 2021-- 2024 : - 2021 -2024 2021 - 2024
Hedge ratio _ 1:1 - 1:1 1:1
Change in fair value of outstanding hedging _ ' '
instruments since 1 January £21m - - (£21m) (£14m)
Change in value of hedged item used to
determine hedge effectiveness ~ (£27m). - £13m £11lm

Weighted average hedged rate for the year - - - -
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16 Financial risk review (continued)

Interest rate risk

The Company's interest rate risk arises from long term borrowings. Borrowings issued at variable rates expose
the Company to cash flow interest rate risk. Borrowings issued at fixed rates expose the Company to fair value
interest rate risk. :

The Company has a portfolio of fixed and floating interest rate debt and, in order to mitigate interest rate risk,
arranges interest rate hedges to achieve a desired mix of fixed and floating interest rates, with a range of
different maturities. Floating rate financial liabilities bear interest at variable rates determined with reference to
LIBOR. The Company seeks to maintain an appropriate mix of fixed and floating rate debt in its overall debt
portfolio. The Company has only fixed interest rate exposure in the cash flow hedges. :

The Company uses interest rate swaps to manage the foreign exchange exposure. Interest rate swaps are entered
into by the Company to convert fixed Euro interest payments into fixed sterling interest payments. for long term
loans entered into. The fair values of existing instruments to hedge interest rate risk are detérmined by
discounting future cash flows using market interest rates over the remaining term of the instrument.

The Company has considered the impact of the proposed interest rate benchmark reform in 2021 and has
concluded that there is no impact or potential exposure on the basis that the interest rate swaps will conclude in
July 2021 and are not expected to be replaced.

The effect of the interest rate swaps on the Company's financial position and performance are as follows:

2020 . 2019

! Asset Liability Asset Liability
Interest rate swaps . o
Carrying amount © £3m (£3m) £8m (£7m)
Notional amount €150m (£131m) €150m (£131m)
Maturity date ) : 2021 2021 2021 2021
Hedge ratio . A ' : ' 1:1 1:1 1:1 1:1
Change in fair value of outstanding hedging . ' _ .
instruments since 1 January (£5m) £4m (£5m) £3m

Change in value of hedged item used to .
determine hedge effectiveness - - - -

Weighted average hedged rate for the year - - - -
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16 Financial risk review (continued)
Effect of IBOR reform

Following the financial crisis, the reform and replacement of benchmark interest rates such as GBP LIBOR and
other inter-bank offered rates ('IBORS') has become a priority for global regulators. There remains some
uncertainty around the timing and precise nature of these changes. The Company has a number of contracts
which reference GBP LIBOR and extend beyond 2021.

It is currently expected that SONIA (Sterling Overnight Index Average) will replace GBP LIBOR. There remain
key differences between GBP LIBOR and SONIA. GBP LIBOR is a 'term rate', which means that it is published
for a borrowing period (such as three months or six months) and is ‘forward looking', because it is published at
the beginning of the borrowing period. SONIA is currently a 'backward looking' rate, based on overnight rates
.from actual transactions, and it is published at the end of the overnight borrowing period. Furthermore, LIBOR
includes a credit spread over the risk-free rate, which SONIA currently do not. To transition existing contracts
and agreements that reference GBP LIBOR to SONIA, adjustments for term differences and credit differences
might need to be applied to SONIA, to enable the two benchmark rates to be economically equivalent on
transition. :
: . ,

There are net mter-company borrowings of £1 490 mllhon linked to LIBOR, but specific changes requlred for
the IBOR reform have not yet been agreed.

Capital risk management

Capital management
The Company defines capital as called up share capital and profit and loss account.

The Company s objectives when managing capital are to safeguard the Company's ability to continue as a going
concern in order to prov1de returns for its shareholders and to maintain an optlmal capital structure to reduce the
cost of capital.

In (')rder to maintain or adjust the capital structure, the Company may adjust the amount of dividends paid to its
shareholders, return capital to shareholders, issue new shares or sell assets to reduce‘debt.

Cash flow hedges

The ‘following tables indicate the periods in which the discounted cash flows associated with cash flow hedging
instruments are expected to affect the profit and loss:

Carrying  Expected Ito<2 2to<$§
amount cash flows . <1 year years years
£m £m £m £m £m
As at 31 December 2020 ‘
- Interest rate swaps assets -3 - 3 3 - -
- Interest rate swaps liabilities 3) - 3) 3) - -
- Cross currency swaps assets 24 24 9 - 15
- Cross currency swaps liabilities .- - - ) - -
24 24 9 - 15
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16 Financial risk review (continued)

As at 31 December 2019

- Interest rate swaps assets

- Interest rate swaps liabilities

- Cross currency swaps-assets

- Cross currency swaps liabilities

17 Financial instruments -

~ Financial instruments by category

Assets at 31 December 2020
Derivative financial instruments assets
Amounts owed by group undertakings

Liabilities at 31 December 2020
Derivative financial instruments liabilities
Amounts due to group undertakings
Other creditors

Carrying . Expected

) 1to<2 2to <5
amount  cash flows <1 year year " year
£m © £m £m £m £m
8 8 - 8 -
7 Q)] - Q) -
6 ~ 6 - - 6
3 3) - 3 -
4 4 - 2) 6
v At fair value
Amortised through profit
cost and loss Total
£m £m £m
- 27 27
1,765 - . 1,765
1,765 27 1,792
- ©) 3
(5,556) - (5,556)
) - (5)
(5,561) 3) (5,564)
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17 Financial instruments (continued)

Assets at 31 December 2019
Derivative financial instruments assets
Amounts owed by group undertakings

Liabilities at 31 December 2019
Derivative financial instruments liabilities
Amounts due to group undertakmgs
Other creditors :

At fair value

Amortised °~ through profit

cost and loss Total
£m £m £fm
- 14 14

1,891 - 1,891

1,891 14 1,905
- (10) 10)
(5,571) .- (5,571)
). B - %)
(5,576) (10) (5,586)

There is no material difference between the carrying amount and the fair value amount of the financial assets

and liabilities disclosed above.

Fair value hierarchy

Financial assets and financial liabilities measured and held at fair value are classified into one of three
categories, known as hierarchy levels, whlch are defined according to the inputs used to measure fair value as

follows:

» Level 1: fair value is determined using observable inputs that reflect unadjusted quoted market prices for

identical assets and liabilities;

+ Level 2: fair value is determined using significant inputs that may be directly observable inputs or

unobservable mputs that are corroborated by market data; and

+ Level 3: fair value is determined using significant unobservable inputs that are not corroborated by market
data and may be used with internally developed methodologies that result in management's best cstlmate of

fair value.
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17 Financial instruments (continiied)

The following table presents the Company's assets and liabilities that are measured at fair value at 31 December
2020. .

Level 1 Level 2 Level 3 Fair value Carrying value

£m " £m £m ) £m £m
Financial assets .
Derivatives used for hedging '
Interest rate swaps asset - 3 - 3 3
Cross currency swaps asset - . 24 - 24 . 24
Total financial assets - 27 - - 27 - 27

Financial liabilities

Derivatives used for hedging

Interest rate swaps liability ' . 3 . 3 3
Cross currency swaps liability - - - - -

* Total financial liabilities - 3 - 3 3

The following table presents the Company's assets and liabilities that are measured at fair value at 31 December
2019. :

Level 1 Level 2 Level 3 Fair value Carrying value
£m £m £m £m ' £m

Financial assets - |
Derivatives used for hedging '
Interest rate swaps asset - 8 - 8 8
Cross currency swaps asset .- ) 6 - 6 6
Total financial assets . .- 14 - 14 14
Financial liabilities
Derivatives used for hedging .
Interest rate swaps liability ) - 7) - ) @)
Cross currency swaps liability - (3) - 3) - 3)
Total ﬁnahcial liabilities - (10) . - (10) ) (10)

During-the year, there have been no transfers from Level 1 to Level 2. There have also been no transfers from
Level 2 to Level 1 in the year (2019: no transfers in either direction). At 31 December 2020, the Company did
not have any liabilities classified at Level 3 of the fair value hierarchy (2019: none).
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17 -Financial instruments (continued)

Financial instruments in Level 2

The following is a summary of the methods and assumptions used. for the valuation of derivative financial
instruments, together with their classification according to the IFRS 7 fair value hierarchy, where they cannot be
observed directly from quoted prices (Level 1):

« Interest rate swaps are entered into by the Company to convert fixed Euro interest payments into fixed sterling
interest payments for long term loans entered into. The fair values of existing instruments to hedge interest rate
risk are determined by discounting future cash flows using market interest rates over the remaining term of the
instrument (Level 2). '

« Cross currency swaps are entered into to convert long term Euro loans into equivalent sterling loans. They are
designated as cash flow hedges under FRS 101. Currency swaps are valued separately at their forward rates and
prices as of the balance sheet date. Forward rates and prices are based on market quotations, with forward
premiums and discounts taken into consideration (Level 2).

To the extent that hedges are effective changes in the fair value are recognised directly in equity, with any
ineffectiveness recognised in the income statement. No derivative instruments are held for trading.

Valuation

The fair value of derivative instruments is sensitive to movements in underlying market rates and other relevant
variables. The Company assesses and monitors the fair value of derivative instruments on a periodic basis. Fair
values for each derivative financial instrument are determined as being equal to the price at which one party
would assume the rights and duties of another party, and calculated using either quoted prices or common
market valuation methods, with reference to available market data, as of the balance sheet date. .

Derivative financial instruments

Liabilities

' Assets Liabilities Assets
2020 2020 2019 ’ 2019
. £m £m £m £m
Interest rate swaps - cash flow hedge 3 3) 8 (D
Cross currency swaps - cash flow . .
- hedge . 24 - 6 . (3)
27 3) 14 (10)
Non current portion . 15 - 14 (10)

The full fair value of a hedging derivative is classified as a non-current .asset or liability if the remaining
maturity of the hedged item is more than 12 months and, as a current asset or liability, if the maturity of the
hedged item is less than 12 months.

The ineffective portion recognised in the profit and loss account fhat arises from cash flow hedges amounts to a
profit of £243,842 (2019: loss of £382,242). :
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17 - Financial instruments (continued)

The Company's hedging reserves disclosed in the statement to ¢hanges in equity relate to the following hedging
instruments: : : .

Cash flow hedge reserve

Cost of hedging Cash flow
reserve  hedge reserve Total
: . £m £m £m
Opening balance at 1 January 2019 9 1 2
Change 'in fair value of hedging instrument recognised in ) .
oclI - (45) sy
Costs of hedging deferred ‘and recognised OCI : O] - 4)
Reclassified from OCI to profit or loss - 33 33
Deferred tax ' - ’ 3 3
Closing balance 31 December 2019 5 4 . 9
Change in fair value of hedging instrument recognised in .
OClI : . - 22 22
" Costs of hedging deferred and recognised OCl ) 2) - 2)
Reclassified from OCI to profit or loss - 27) (27)
Deferred tax . - 1 1
3 - 3

Closing balance 31 December 2020

Hedge effectiveness is.determined at the inception of the hedge relationship, and through periodic prospective-
effectiveness assessments to ensure that an economic relationship exists between the hedged item and hedging
instrument. - :

For hedges of foreign currency purchases, the Company enters into hedge relationships where the critical terms
of the hedging instrument match exactly with the terms of the hedged item. The Company therefore performs a
qualitative assessment of effectiveness. If changes in circumstances affect the terms of the hedged item such that
the critical terms no longer match éxactly with the critical terms of the hedging instrument, the Company uses
the hypothetical derivative method to assess effectiveness. .

In hedges of foreign currency purchases, ineffectiveness may arise if the timing of the forecast transaction
changes from what was originally estimated, or if there are changes to the credit risk of the Company or the
derivative counterparty. '

The Company enters into interest rate swaps that have similar critical terms as the hedged item, such as notional
amounts. The Company hedges 100% of its loans. During 2020 there was some ineffectiveness in the hedging
relationship which has been recognised in the profit and loss account.

Hedge ineffectiveness for interest rate svs}aps is assessed using the same principles as for hedges of foreign

currency purchases. It may occur due to the credit value/debit value adjustment on interest rate swaps which is
not matched by the loan, and differences in critical terms between the interest rate swaps and loans.
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17 Financial instruments (continued)

Fair value of financial instruments

Carrying value Carrying value Fair value -Fair value
2020 2019 2020 2019
£m £m - £m £m
Assets A ’
Amounts owed by group undertakings 1,765 1,891 1,765 1,891
- Derivative financial instruments 27 14 27 14
1,792 1,905 1,792 1,905
Liabilities . : _
Amounts due to group undertakings (5,556) C(5,57) o (6,621) (6,700)
Derivative financial instruments - (3) .. (10) (3) (iO)
(5,559) (5,581) (6,624) ‘ (6,710)

W1thm assets amounts owed by group undertakings, are balances owed by E.ON SE group companies and are
repayable on demand .

Within liabilities amounts due to group undertakmgs are balances which aré repayable on demand as well as
long term loans.

18 Non adjusting events after the financial period

Subsequent to the year end, a debt festrucruring was performed with EON UK plc, a subsidiary of the
Company. This followed the completion of a multi-year sales process to dispose of E.ON UK plc’s investments
in large scale renewable wind generation. The debt restructuring was as follows:

- A £900 million long-term loan was novated to the Company from E.ON UK plc for its nominal value. The
loan is with a fellow group undertaking, has a coupon rate of 6.075% and is due for repayment in 2037.

« A series of medium-term deposits were placed with the Company by E.ON UK plc totalling £2,700 million.
These deposits mature over the period from 2024 to-2031 and are fixed rate based on market prices.

On 21 June 2021, the Company also received a dividend of £500 million from E.ON UK plc.
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19 Ultimate holding company.

The immediate parent undertaking is E.ON Finanzanlagen GmbH. The ultimate parent undertaking and
controlling party is E.ON SE, a company incorporated in Germany, which is the parent company of the largest
and smallest group to consolidate these financial statements. Copies of E.ON SE's financial statements are
available from the offices of E.ON SE at the following address:

E.ON SE
‘Briisseler Platz 1
45131 Essen
Germany.'
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