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E.ON UK CHP Limited
Directors’ Report for the Year Ended 31 December 2011

The directors present their report and the audited finangial statements for the year ended 31
December 2011

Directors of the Company

The directors of the Company who were in office duning the year and up to the date of signing the
financial statements were

D J Morgans
J T Lightfoot

Principal activity
The Company's principal activity during the year and at the year end was the sale of energy and
related services, pnmanly from the operation of combined heat and power ('CHP') plants

Business review

Fair review of the business

Difficult trading conditions have continued to hinder the results of the Company dunng the year and
these economic factors, when combined with operational 1ssues, have resulted in performance below
expected levels The loss before tax dunng the year of £69,920,000, includes financial adjustments of
£57,468,000 (as described below) leaving an underlying trading loss of £12,452,000

Dunng the final quarter of 2010, one of the contracts reached maturity meaning that one of the two
CHP plants In Kemsley was transferred to the customer A new operating and maintenance contract
was entered into resulting in the Company operating the plant on behalf of the customer

The Company continues to review its contractual obligations and there are no plans at present to
inibate any new CHP development projects

Dunng the year a review of the Company's plant porffolio and fixed asset investments was
undertaken The cash flows used in this review were discounted at the E ON UK plc group's cost of
capital for CHP operations This review resulted in a charge of £57,468,000 in the year (2010
£22,050,000 credt) which can be splt into two areas, an impairment of £2,428,000 (2010
£4,797,000) and an increase in the onerous contract provision of £55,040,000 (2010 a release of
£26,847,000) These positions have consequently been recorded within these financial statements
The movement in the onerous contract provision arose as a result of management updating its view of
expected future commodity prices

In order to bring the statutory reporting in ine with the way that the Company operates, the profit and
loss account comparative figures have been restated to reflect a reclassification of £17,933,000 of
costs from cost of sales to administrative expenses

Principal nsks and uncertainties

The management of the business and the execution of the Company's strategy are subject to a
number of nsks

The key business nsks and uncertainties affecting the Company are considered to relate to
commodity prices, credit nsks and asset performance The management of nsks I1s undertaken at
E ON UK plc consolidated (‘group’) level Further discussion of these risks and uncertainties, in the
context of the group as a whole, 1s provided within the financial review section of the group's annual
report which does not form part of this report
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E.ON UK CHP Limited
Directors' Report for the Year Ended 31 December 2011
(continued)

Key performance indicators ('KPIs')

The directors of E ON UK plc manage the group's operations on a divisional basis For this reason,
the Company's directors believe that analysis using KPls for the Company 1s not necessary or
appropnate for an understanding of the development, performance or position of the business of the
Company The development, performance and position of the Other Segments division of E ON UK
ple, which includes the Company, 1s discussed within the financial review section of the group's
annual report which does not form part of this report

Results and dividends
The Company's loss for the financial year 1s £51,991,000 (2010 profit of £7,540,000) The directors
do not recommend the payment of a final dividend (2010 £nl)

Policy and practice on payment of creditors
Where appropnate in relation to specific contracts, the Company's practice I1s to

a) settle the terms of payment with the supplier when agreeing the terms of each transaction,

b) ensure that those suppliers are made aware of the terms of payment by inclusion of other relevant
terms in the contracts, and

¢) pay In accordance with its contractual and other legal ocbligations

For all other cases the Company supports the Better Payments Practice Code and has in place well
developed arrangements with a view to ensunng that this is observed Trade creditors at the year end
represented 3 days (2010 1 day) of purchases

Political donations
No political donations were made during the year (2010 £nif)

Chantable donations
No chantable donations were made dunng the year (2010 £nil)

Directors’ indemnities
The Company maintains hability insurance for its directors and officers This 1s a qualifying third party
indemnity provision for the purposes of the Companies Act 2006

Going concern

Notwithstanding the fact that the Company has been loss making, has net current habilities and net
llabilittes, the directors have prepared the financial statements on the going concern basis The
directors have received confirmation from E ON UK pic, the Company's immediate parent
undertaking, of its intention to financially support the Company such that the Company can meet its
obligatiens as they fall due for a penod of at least twelve months from the date of the directors’
approval of these financial statements
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E.ON UK CHP Limited
Directors' Report for the Year Ended 31 December 2011
{continued)

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 The directors confirm that there s no relevant information that they know of and which
they know the auditors are unaware of

Statement of directors’ responsibihities
The directors are responsible for prepaning the Directors’ Report and the financial statements In
accordance with applicable law and regulations

Company law reguires the directors to prepare financial statements for each financial year Under that
law the directors have elected to prepare the financial statements in accordance with United Kingdom
Generally Actepted Accounting Practice (United Kingdom Accounting Standards and applicable law)
Under company law the directors must not approve the financial statements unless they are satisfied
that they give a true and fair view of the state of affairs of the Company and of the profit or loss of the
Company for that peniod 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 UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explained in the financial statements, and

+ prepare the financial statements on the going concern basis unless 1t Is tnappropriate to presume
that the company will continue In business

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Company's transactions and disclose with reasonable accuracy at any time the financial
position of the Company and enable them to ensure that the financial statements comply with the
Companies Act 2006 They are also respensible for safeguarding the assets of the Company and
hence for taking reasonable steps for the prevention and detection of fraud and other irregulanties

Approved by the Board on 24 September 2012 and signed on its behalf by

Vg4

D J Morgans
Director

E ON UK CHP Limited
Company No 2684288
Westwood Way
Westwood Business Park
Coventry

CV4 BLG
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Independent Auditors’' Report to the Members of
E.ON UK CHP Limited

We have audited the financial statements of E ON UK CHP Limited for the year ended 31 December
2011, which compnse the Profit and Loss Account, the Balance Sheet and the related notes The
financial reporting framework that has been applied in therr preparation 1s applicable law and Umted
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors' Responsibilities, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and far
view Qur responsibility 1s to audit and express an opinion on the financial statements in accordance
with applicable law and Intemational Standards on Auditing (UK and kreland) Those standards
require us to comply with the Auditing Practices Board's Ethical Standards for Auditors

This report, including the opinions, has been prepared for and only for the Company's members as a
bedy 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 1s shown or into whose hands it may come save where expressly
agreed by our prior consent in writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from matenal
misstatement, whether caused by fraud or error This includes an assessment of whether the
accounting policies are appropnate to the Company's circumstances and have been consistently
appled and adequately disclosed, the reasonableness of significant accounting estimates made by
the directors, and the overall presentation of the financial statements In addition, we read all the
financial and non-financial information in the Directors’ Report and financial statements to identify
matenal inconsistencies with the audited financial statements |If we become aware of any apparent
matenal misstatements or inconsistencies we consider the implications for our report

Opinion on the financial statements
In our opinion the financial statements

* give a true and farr view of the state of the Company's affairs as at 31 December 2011 and of its
loss for the year then ended,

« have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, and

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

Opinion on other matter prescrnibed by the Companies Act 2006
In our opimion the information given in the Directors' Report for the financial year for which the
financial statements are prepared 1s consistent with the financial statements
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Independent Auditors' Report to the Members of
E.ON UK CHP Limited
(continued)

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires
us to report to you if, In our opinion

» adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us, or

+ the financial statements are not in agreement with the accounting records and returns, or
= certain disclosures of directors’ remuneration specified by law are not made, or
* we have not recelved ail the information and explanations we require for our audit

f

Paul Nott (Senior Statutory Auditor)
For and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

East Midlands

Date 25/ 9/’ 2
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E.ON UK CHP Limited
Profit and Loss Account for the Year Ended 31 December 2011

(As
restated)
2011 2010
Note £000 £ 000
Turnover 146,859 173,803
Cost of sales {139,941) (151,631)
Gross profit 6,918 22,172
Administrative expenses (13,506) (22,275)
Impairment of fixed assets (2,428) (4,797)
Onerous contract provision (55,040) 26,847
Other operating income 3,565 -
Operating (loss)/profit 2 (60,481) 21,947
Interest payable and similar charges 4 (9,429) (10,430)
(Loss)/profit on ordinary activities before
taxation (69,920) 11,517
Tax on {loss)/profit on ordinary activibies 5 17,929 (3,977)
(Loss)/profit for the financial year 14 (51,991) 7,540

Turnover and operating {loss)/profit derve whelly from continuing operations

There are no matenal differences between the (loss)/profit on ordinary activities before taxation and
the (loss)/profit for either of the years stated above and therr historical cost equivalents

The Company has no recognised gains or losses for the year, other than the results above and
therefore no separate statement of total recognised gains and losses has been presented

The notes on pages 8 to 21 form an integral part of these financial statements
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E.ON UK CHP Limited
(Company number: 2684288)
Balance Sheet as at 31 December 2011

Fixed assets
Tangible assets
Investments

Current assets
Stocks

Debtors amounts falling due after more than one
year

Debtors amounts falling due within one year

Creditors amounts falling due within one year
Net current iabilities

Total assets less current habilities

Provisions for habilities

Net habilities

Capital and reserves
Called up share capital
Profit and loss account

Total shareholders' deficit

Appraoved by the Board on 24 September 2012 and signed on its behalf by

5

D J Morgans
Director

E ON UK CHP Limited

The notes on pages 8 to 21 form an integral part of these financial statements
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2011 2010
Note £000 £ 000
6 28,534 26,774
7 6,360 6,360
34,394 33,134
8 4,402 5,521
9 22,394 16,251
10 132,359 132,546
159,155 154,318
1 (446,233) (420,551)
(287,078) (266,233)
(252,184) (233,099)
12 (82,937) (50,031)
(335,121) (283,130)
13 50,000 50,000
14 (385,121) (333,130)
15 (335,121) (283,130)




E.ON UK CHP Limited
Notes to the Financial Statements for the Year Ended 31 December 2011

1 Accounting policies

Basis of preparation

These financial statements are prepared on the going concern basis, under the histoncal cost
convention, and in accordance with the Companies Act 2006 and applicable accounting standards in
the United Kingdom The principal accounting policies, which have been applied consistently
throughout the year, are set out below

The profit and ioss account comparative figures have been restated to reflect a reclassification of
£17,933,000 of costs from cost of sales to administrative expenses in order to bring the statutory
reporting in line with the way that the Company operates

The Company 1s exempt from preparing a cash flow statement as 90% or more of the voting rights are
held within the group

Exemption from preparing group accounts

The Company is a wholly-owned subsidiary undertaking of E ON AG, the ultimate parent undertaking,
and 1s included n the publicly avallable conscolidated financial statements of E ON AG Consequently,
the Company has taken advantage of the exemption from prepanng consolidated financial statements
under the terms of Section 400 of the Comparies Act 2006

Going concern

Notwithstanding the fact that the Company has been loss making, has net current liabiliies and has
net habilities, the directors have prepared the financial statements on the going concern basis The
drectors have received confirmation from EON UK plc, the Company's immediate parent
undertaking, of its intention to financially suppert the Company such that the Company can meet its
obligations as they fall due for a period of at least twelve months from the date of the directors’
approval of these financial statements

Turnover

Tumover predomunantly compnses revenue from the sale of electnoty and steam to industnal
customers, along with other iIncome streams drrectly related to the operation of the plants Turnover Is
recognised when eamed on the basis of a contractual agreement with the customer It reflects the
value of the volume supplied Turnover excludes value added tax

Tangible fixed assets

Tangible fixed assets are stated at onginal cost less accumulated depreciation and any provision for
impairment Cost includes the onginal purchase price of the asset and the costs attributable to
bringing the asset to its working condition for its intended use Plant and machinery relate pnmarily to
generating assets

Depreciation
Depreciation 1s provided on tangible fixed assets so as to write off the cost or valuation, less any
estimated residual value, over their expected useful economic life as follows
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E.ON UK CHP Limited
Notes to the Financial Statements for the Year Ended 31 December 2011

(continued)
Asset class Depreciation method and rate :
Plant and machinery Straight line basis over 2- 40 years

Estimated useful lives are reviewed penodically

Impairment

Impairments of assets are calculated as the difference between the carrying value of the asset and its
recoverable amount, If lower Recoverable amount 1s defined as the higher of farr value less costs to
sell and estimated value In use at the date the imparrment review 18 undertaken Value in use
represents the present value of expected future cash flows, discounted using a post-tax discount rate
that reflects current market assessments of the time value of money and the nsks specific to the asset
for which the estimates of future cash flows have not been adjusted Where such an asset does not
generate cash flows that are independent from other assets, the Company estimates the recoverable
amount of the income generating unit

imparrments are recognised in the profit and loss account and, where matenal, are disclosed
separately

Overhaul of generation plant

Major penodic overhaul costs on generation plant are capitahsed as part of generating assets and
depreciated on a straight-line basis over therr useful economic life, typically the penod until the next
major overhaul

Decommissioning costs

The fair value of a hability arising from the decommissioning of an asset Is recognised in the period In
which 1t 15 incurred and a reasonable estimate of the farr value can be made When the provision Is
recorded, the Company capitalises the costs of the provision by increasing the carrying amount of the
tangible fixed assets In subsequent penods, the provision 1s accreted to its present value and the
carrying amount of the asset 15 depreciated over its useful ife Changes to estimates anse,
particularly when there are dewviations from onginal cost estimates or changes to the payment
schedule or the level of relevant obligattion The provision must be adjusted in the case of both
negative and positive changes to estmates Such an adjustment 1s usually effected through a
corresponding adjustment to tangible fixed assets and 1s not recogrused directly in the profit and loss
account

Fixed asset tnvestments
Fixed asset investments are stated at histonical cost less provision for any diminution in value

Stock

Stock and work In progress are valued at the lower of cost and net realisable value, after due regard
for obsolete and slow moving stocks Net realisable value 1s based on selling price less anticipated
costs to completion and selling costs In general, stocks are recegnised in the profit and loss account
on a weighted average cost basis The Companies Act 2006 requires stocks to be categorised
between raw matenals, work in progress and finished goods Fuel stocks and stores are considered to
be raw matenals under this definition
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E.ON UK CHP Limited
Notes to the Financial Statements for the Year Ended 31 December 2011
(continued)

Foreign currency

Transactions In foreign currencies are recorded at the exchange rate ruling at the date of the
transaction, unless related or matching forward foreign exchange contracts have been entered into,
when the rate specified in that contract 1s used Monetary assets and habilities 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

Inter-company balances

Inter-company payable and receivable trading balances within the E ON Group are consclidated at
each month end into a single balance with each group company These transactions are net settled
As a result the directors consider 1t appropriate to present inter-company balances within these
financial statements on a net basis Formal loan balances are settled gross

Offsetting

Financial assets and financial habilities are offset and the net amount presented in the balance sheet,
when the Company has a legally enforceable night to set off the recogrused amounts and it intends
either to setile on a net basis or realise the asset and settle the hability simultaneously

Provisions

Prowisions are recogmsed in the batance sheet when the Company has a present obligation {legal or
constructive) as a result of a past event, it 1s probable that an outfiow of resources embodying
economic benefits will be required to settle the obligation and a reliable estimate can be made of the
amount of the obligation

The amount recognised as a provision 1s the best estimate of the expenditure required to settle the
present obligation at the balance sheet date If the effect is matenal, provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market assessments
of the time value of money and, where appropnate, the nsks specific to the hability

Future operating costs are not provided for

A provision for restructuning is recognised when the Company has approved a detalled and formal
restructuring plan, and the restructuring has either commenced or has been announced to those
affected by it

Present obligations arising under onerous contracts are recognised and measured as provisions An
onerous contract 1s considered to exist where the Company has a contract under which the
unavoidable costs of meeting the obligations under contract exceed the economic benefits expected
to be recewved under it
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E.ON UK CHP Limited
Notes to the Financial Statements for the Year Ended 31 December 2011
(continued)

Taxation
The tax credit for the year 1s based on the losses on ordinary activities for the year

This takes into account full provision for deferred tax in respect of timing differences on a discounted
basis, using the approach set out in FRS 19 'Deferred tax' Timing differences anse prnimarnly from the
differing treatment for taxation and accounting purposes of prowvisions and depreciation of fixed
assets Deferred tax Is recognised n respect of all timing differences that have ongnated but not
reversed at the balance sheet date, or where transactions or events that result in an obligation to pay
more tax in the future or a nght to pay less tax in the future have occurred at the balance sheet date
Deferred tax assets are recognised when it 1s more likely than not that they will be recovered

Deferred tax 1s measured at the tax rates that are expected to apply (n the perods which the timing
differences are expected to reverse, hased on tax laws that have been enacted or substantively
enacted by the balance sheet date

Operating leases

Leases in which a substantial portion of the risks and rewards of ownership are retained by the lessor
are classified as operating leases Payments made under operating leases are charged to the profit
and loss account on a straight-ine basis over the period of the lease

Pension costs

The Company contributes to a defined contribution pension scheme, and also a defined benefit group
pension scheme operated by EON UK pic, the assets of which are invested in a separate
trustee-administered fund Further detaills of these schemes are avalable n EON UK plc’s
consolidated financial statements

The Company 1s unable to identfy its share of the underlying assets and labilities of the group
pension scheme The Company has accounted for its contribution to the group pension scheme as if
the scheme was a defined contribution scheme and accounts for contributions payable to the group
pension scheme in the accounting penod in which they fall due

Related party transactions

The Company 15 exempt under the terms of Financial Reporting Standard 8 'Related Party
Disclosures' from disclosing related party transactions with entities that are part of the E ON AG
Group or investees of the E ON AG Group

Page 11




E.ON UK CHP Limited
Notes to the Financial Statements for the Year Ended 31 December 2011
(continued)

2 Operating (loss)/profit

Operating (loss)/profit 1s stated after charging/(creding)

2011 2010

£ 000 £ 000
Hire of plant and machinery 19 16
Hire of motor vehicles 84 139
Foreign currency losses 8 15
Depreciation of owned assets (note 6) 2,488 7.281
impairment of tangible fixed assets (note &) 2,428 4,797
Onerous contract provisicn {note 12) 55,040 (26,847)

At 31 December 2011, a review of the appropnateness of the carrying value of the Company's plant
portfolio was undertaken, in accordance with FRS 11 'Impairment of fixed assets and goodwill The
cash flows used in this iImparment review were based on approved budgets and discounted at the
E ON UK plc group’s cost of capital for CHP operaticns As a result of the review, an impairment
charge of £2,428,000 (2010 £4,797,000) was recorded in these financial statements A tax credit of
£643,000 (2010 £634,000) arose In respect of this item The discount rate used to calculate this
mpairment is post-tax rate of 7 0% (2010 6 9%)

Auditors’ remuneration of £15,000 (2010 £15,000) was borne by the immediate parent undertaking,
E ON UK plc, and not recharged

The directors received no emoluments from the Company during the year (2010 £mil)

Employee information

The average monthly number of persons (excluding directors) employed by the Company or the group
in respect of the Company dunng the year was as follows In addition, £157,000 {2010 £700,000) of
central salary costs associated with total CHP activities in the UK have been recharged to the
Company and £689,000 (2010 £nil) have been recharged by the Company to other companies within
the E ON UK group

201 2010

No. No.
Administration and support 27 31
Other departments 102 100
129 131
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E.ON UK CHP Limited
Notes to the Financial Statements for the Year Ended 31 December 2011
(continued)

The associated salanes and related costs were

2011 2010

£ 000 £ 000
Wages and salanes 5,487 6,435
Social secunity costs 582 634
Staff pensions 1,469 1,600

7,538 8,669

Interest payable and similar charges

2011 2010

£ 000 £ 000
Interest payable to group undertakings 6,045 5,237
Accretion of discount on provisions 3,384 5,193

9,429 10,430

Tax on (loss)/profit on ordinary activities

2011 2010

£000 £ 000
Current tax
Caorporation tax credit (10,880) (2,733)
Adjustments in respect of prior periods {906) (1,130)
UK corporation tax (11,786) (3,863)
Deferred tax
Ongination and reversal of iming differences {7,078) 6,341
Deferred tax adiustment relating to previous years (43) 585
Effect of changes in tax rates 1,225 839
Unwinding of discount (247) 65
Total deferred tax (6,143) 7,840
Total tax on (loss)/profit on ordinary activities (17,929) 3,977
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E.ON UK CHP Limited
Notes to the Financial Statements for the Year Ended 31 December 2011
(continued)

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

The difference between the tax on the (loss)/profit on ordinary activiies for the year and the tax
assessed on the (loss)/profit on ordinary activities for the year assessed at the effective rate of
corporation tax in the UK at 26 5% (2010 28%) can be explained as follows

2011 2010

£ 000 £ 000
{Loss)/profit on ordinary achivities before taxation (69,920) 11,517
Corporation tax at effective rate (18,529} 3,225
Depreciation in excess of capital allowances (793) 640
Other timing differences 8,296 (7,2186)
Expenses not deductible for tax purposes 146 618
Adjustment in respect of previous penods {906) {1,130)
Total current tax (11,786) {3,863)

A resolution passed by Parlament on 29 March 2011 reduced the mamn rate of corporation tax from
28% to 26% from 1 Apnl 2011

The Finance Act 2011 was substantively enacted on 5 July 2011 and included legislation to reduce
the main rate of corporation tax from 26% to 25% from 1 Apnl 2012 In addition, the Finance Act 2011
Included measures to reduce the rate of writing-down allowances on the man pool of plant and
machinery expenditure to 18% with effect from 1 Apnl 2012 The deferred tax asset at 31December
2011 has been re-measured accordingly

In addition to the changes n rates of corporation tax disclosed above, a number of further changes to
the UK corporation tax system were announced in the March 2012 UK Budget Statement A resolution
passed by Parlament on 26 March 2012 reduced the main rate of corporation tax to 24% from 1 Apnil
2012 Legislation to reduce the main rate of corporation tax from 24% to 23% from 1 Aprl 2013 1s
included in the Finance Act 2012 A further reduction to the main rate 1s also proposed to reduce the
rate to 22% from 1 April 2014 None of these rate reductions had been substantively enacted at the
balance sheet date and, therefore, are not included in these financial statements

The effect of the change in the corporation tax rate from 25% to 24% i1s to reduce the deferred tax
asset provided at the balance sheet date by £896,000 This £896,000 decrease in the deferred tax
asset would reduce profit by £896,000

The overall effect of the further changes from 24% to 22%, If applied to the deferred tax balance at the
balance sheet date, would be to reduce the deferred tax asset by an additional £1,735,000

The corporation tax receivable has been reduced by £11,786,000 because of group relief surrendered
to a fellow group undertaking for which a payment will be received (2010 £3,863,000)
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E.ON UK CHP Limited
Notes to the Financial Statements for the Year Ended 31 December 2011

(continued)
6 Tangible assets
Plant and
machinery
£ 000
Cost or valuation
At 1 January 2011 292,212
Additions 6,676
Disposals (89)
At 31 December 2011 298,799
Depreciation
At 1 January 2011 265,438
Charge for the year 2,488
Impairment 2428
Ehminated on disposals (89)
At 31 December 2011 270,265
Net book value
At 31 December 2011 28,534
At 31 December 2010 26,774

Addtions include £479,000 (2010 disposals of £1,427,000) resultng from a change in accounting
estimate for the decommissioning provision The closing net book value includes £1,010,000 (2010
£598,000) relating to the assets associated with the cost of decommissioning the sites

7 Investments

2011 2010
£ 000 £ 000
Shares in group undertakings and participating interests 6,360 6,360
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E.ON UK CHP Limited

Notes to the Financial Statements for the Year Ended 31 December 2011

(continued)

Shares In group undertakings and participating interests

Cost
At 1 January 2011

At 31 December 2011

Provision for impairment
At 1 January 2011

At 31 December 2011
Net book value

At 31 December 2011
At 31 December 2010

Details of undertakings

Subsidiary
undertakings
£ 000

6,506
6,506

146
146

6,360
6,360

Details of the investments in which the Company holds 20% or more of the nominal value of any class

of share capital are as follows

Undertaking

Subsidiary undertakings

Proportion of voting

nghts and shares held Principal activity

E ON UK Cogeneratton Ordinary shares 100%

Limited

Citigen (London) Limited Ordinary shares 100%

Stocks

Fuel stocks
Stores

Page 16

Sales of energy services
involving the construction
and operation of CHP
plants

Sales of energy services
involving the supply of
heating, hot water and
ventlation

2011 2010

£ 000 £000
1,021 1,216
3,381 4,305
4,402 5,621




E.ON UK CHP Limited
Notes to the Financial Statements for the Year Ended 31 December 2011
{continued)

9 Debtors: amounts falling due after more than one year

2011 2010
£000 £ 000
Deferred tax 22,394 16,251
Deferred tax
The movement in the deferred tax asset in the year 1s as follows
£ 000
At 1 January 2011 16,251
Deferred tax credited to the profit and loss account 6,143
At 31 December 2011 22,394
Analysis of deferred tax
2011 2010
£ 000 £ 000
Difference between accumulated depreciation and amortisation and
capital allowances 1,941 2,958
Other timing differences 20,454 13,542
22,395 16,500
Discount (1) (249)
Discounted asset for deferred tax 22,394 16,251

The Finance Act 2011 included legislation to reduce the main rate of corporation tax to 25% and
reduce the rate of wnting-down allowances on the main pool of plant and machinery expenditure to
18% with effect from 1 Apnl 2012 The deferred tax asset at 31 December 2011 has been
re-measured accordingly

Within the deferred tax credit of £6,143,000, the amounts that relate to the change in the tax rate and
the reduction in the capital allowances are charges of £1,225,000 and £28,000 respectively
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E.ON UK CHP Limited

Notes to the Financial Statements for the Year Ended 31 December 2011

(continued)

10 Debtors: amounts falling due within one year

11

2011 2010

£ 000 £000
Trade debtors 16,294 12,589
Amounts owed by group undertakings 115,822 119,276
Other debtors - 386
Prepayments and accrued income 243 295
132,359 132,546

Amounts owed by group undertakings are unsecured, interest free and repayable on demand

Creditors: amounts falling due within one year
2011 2010
£ 000 £ 000
Trade creditors 1,303 606
Preference shares 57,000 57,000
Amounts owed to group undertakings 382,201 353,957
Other taxes and social secunty 2,624 3,594
Other creditors 31 -
Accruals and deferred income 3,074 5,394
446,233 420,551

Amounts owed to group undertakings includes a loan of £273,304,000 (2010 £267.282,000), which 1s
unsecured, incurs Interest at a rate of LIBOR plus 75 basis points and 15 repayable in December
2012 Other amounts owed to group undertakings are unsecured, interest free and repayable on

demand
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E.ON UK CHP Limited
Notes to the Financial Statements for the Year Ended 31 December 2011
(continued)

Details of the preference shares are given below

2011 2010

£ 000 £ 000
Authorised
57,000,000 redeemable preference shares of £1 each 57,000 57,000
Allotted, called-up and fully paid
57,000,000 redeemable preference shares of £1 each 57,000 57,000

The holders of the redeemable preference shares have an option to redeem the shares on demand at
any time for the onginal consideration The shares carry a coupon which 1s vanable and represents
the 20 year interest swap rate plus a margin of 3% Interest 1s only payable If the Company makes
distributable profits

12 Provisions for habilities

Decommiss Contract Emission
loning provisions obhgations Total
£ 000 £ 000 £ 000 £ 000
At 1 January 2011 3,193 46,838 - 50,031
Charged to the profit and loss
account - 55,040 1,120 56,160
Utiised during the year - (27,117) - (27,117}
Accretion of discount 105 3,279 - 3,384
Capitalised in tangible assets 479 - - 479
584 31,202 1,120 32,906
At 31 December 2011 3,777 78,040 1,120 82,937
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E.ON UK CHP Limited
Notes to the Financial Statements for the Year Ended 31 December 2011
{continued)

Contract provisions relate to onerous lease contract provisions Durnng the year a review of the
Company's plant portfolio was undertaken based on the value of discounted future cash flows, using
expected future commodity prices, to be generated from each site under the contracts in place A
charge of £55,040,000 (2010 £26,847,000 release) was recorded In these financial statements as a
result of this review The discount rate used to calculate the expected future value 1s 9 5% (2010
6 9%) A tax credit of £14,310,000 (2010 £7,249,000 tax charge) arose as a result of this release

Decommissioming provisions comprise amounts set aside for the estimated costs of decommissioning
power stations and subsequent site restoration costs at UK power stations which will be utilised as
each power station closes The amount capitalised in tangible assets to a change in the estmated
cost of decommussioning the plant and to a change in the discount rate

Emission obligations represent amounts payable to national authonties for emissions made during the
year Emission obligations are settled on an annual basis

13 Called up share capital

Allotted and fully paid

2011 2010
No £ 000 No. £ 000
Ordinary shares of £1 each 50,000,000 50,000 50,000,000 50,000
14 Reserves
Profit and
loss
account
£000
At 1 January 2011 (333,130)
Loss for the year {51,991)
At 31 December 2011 (385,121)
15 Reconcihation of movement in shareholders’ funds
2011 2010
£ 000 £ 000
(Loss)/profit attnbutable to the members of the Company (51,991) 7,540
Net {reduction)/additicn to shareholders’ funds (51,991) 7,540
Shareholders' deficit at 1 January (283,130) {290,670)
Shareholders' deficit at 31 December (335,121} (283,130)
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E.ON UK CHP Limited
Notes to the Financial Statements for the Year Ended 31 December 2011
{continued)

16 Pension schemes

The Company participates in a funded group pension scheme operated by E ON UK plc, which 1s part
of an industry wide scheme, the Electncity Supply Pension Scheme The pension scheme 1s of the
defined benefit type and s assets are held in a separate trustee-administered fund

The fund 15 valued every three years by a professionally quabfied, ndependent actuarty, the rates of
contribution payable being determined by the actuary In the intervening years the actuary reviews the
appropriateness of the rates The latest actuanal valuation of the scheme was at 31 March 2010

Due to the complexity of actuanal calculatons and the number of different compames contributing to
the scheme, the Company 1s unable to identify its share of the underlying assets and ligbilities in the
scheme Consequently, the Company accounts for the scheme as a defined contnibution scheme The
cost of contributions to the scheme in the year amounts to £1,469,000 (2010 £1,600,000 )

Further detalls of the scheme are availlable in E ON UK plc’s consolidated financial statements Due to
a deficit In the scheme, E ON UK plc made a special contribution of £120 million dunng January 2012
and expects to make special contnbutions of £560 milion n 2013 and £35 million per annum from 2014
untll 2016 None of this cost Is expected to be recharged to the Company

17 Ultimate parent

The Company 1s controlled by E ON UK plc The ultimate controlling party 13 E ON AG, which is the
parent company of the largest group to consolidate these financial statements The smallest group to
consolidate these financial statements 1s E ON UK pic, the prnncipal UK trading subsidiary of E ON
AG Coples of E ON AG’s accounts are availlable from the offices of E ON AG at the following
address

E ON AG

E ON-Platz 1
D-40479
Dusseldorf
Germany
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