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CHN GROUP LTD

Report of the directors for the year ended 31 December 2010

The directors present their report and the audited financial statements of the Company
for the year ended 31 December 2010.

Principal activities

The Company’s prnincipal activity during the year and at the year end was that of a
holding company. On 31 December 2009, the trade and certain assets were transferred
to, and certain habilities of the Company were assumed by, E.ON UK Property Services
Limited {formerly CHN Gas Service and Maintenance Limited). The Company ceased
trading with effect from 1 January 2010

Business review

Fair review of the Company’s business

Following the transfer of the trade and certain assets to, and the assumption of certain
habilities by, E ON UK Property Services Limited on 31 December 2009, the Company
ceased trading During the year cash balances were transferred and external habilities
settled, being replaced by inter-company balances, The future of the Company is
currently being considered by the directors of the Company.

Principal risks and uncertatnties

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

The key business risk and uncertainty affecting the Company are considered to relate to
the inter-company debts. The management of risks 1s 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.

Key performance indicaters (*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 KPIs for the Company
15 not necessary or appropriate for an understanding of the development, performance
or position of the business of the Company. The development, performance and position
of the Energy Services division of E ON UK plc, which includes the Company, s
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 £518,000 (2009 loss of £1,071,000). The
directors do not recommend the payment of a dividend (2009: £nil),




CHN GROUP LTD

Report of the directors for the year ended 31 December 2010 (continued)

Directors

The directors who held office during the year and subsequent to the year end are given
below:

Mr D A Leiper

Mr M Hoehler (appointed 1 February 2010, resigned 23 February 2011)
Mr M L Thomas (appointed 24 May 2011)

Mr C Goulton (resigned 1 February 2010)

Contributions to political and charitable purposes

Donations to charitable organisations during the financial year by the Company
amounted to £nil (2009: £nil). No pohtical donations were made (2009: £nil).

Statement of directors’ responsibilities

The directors are responsible for preparing the financial statements in accordance with
applicable law and regulations

Company law requires the directors to prepare financral statements for each financial
period Under that law the directors have elected to prepare the financial statements in
accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards and applicable law). Under company law the directors
must not approve the financial statements unless they are 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:

a) select suitable accounting policies and then apply them consistently,

b) make judgements and accounting estimates that are reasonable and prudent;

c) state whether applicable UK Accounting Standards have been followed, subject
to any material departures disclosed and explained in the financial statements;
and

d) prepare the financial statements on the going concern basis, unless It 1s

Inappropnate to presume that the Company will continue in business,

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




CHN GROUP LTD

Report of the directors for the year ended 31 December 2010 (continued)

Going concern

Notwithstanding the fact that the Company has been loss making, has net current
liabilities and net Liabilities, the directors have prepared the financial statements on the
going concern basis. The directors have received confirmation from E.ON UK plc, the
company’s indirect parent undertaking and the principal UK trading subsidiary of the
E.ON Group, of its intention to financially support the Company such that the Company
can meet 1ts obligations as they fall due for a penod of at least twelve months from the
date of the directors’ approval of these financial statements.

Directors’ indemnities

The Company maintains habiity insurance for its directers and officers. This 15 a
quahfying indemnity provision for the purposes of the Companies Act 2006.

Disclosure of information to auditors

So far as each of the directors are aware, there 1s no relevant audit information of
which the Company’s auditors are unaware and they have taken all the steps that they
ought to have taken as directors in order to make themselves aware of any relevant
audit information and to establish that the Company's auditors are aware of that
information

ON BEHALF OF THE BOARD

M L Thomas

Director

CHN Group Ltd
Registered No: 3430063
Westwood Way
Westwood Business Park
Coventry

Cv4 8LG

27 July 2011




Independent auditor’s report to the member of CHN Group Ltd

We have audited the financial statements of CHN Group Ltd for the year ended 31 December
2010 which compnise the Profit and Loss Account, the Balance Sheet and the related notes The
financial reporting framework that has been appled in their preparation 1s apphcable law and
United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors’ Responsibiities, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a
true and fair view Our responsibibity 15 to audit and express an opinion on the financal
statements 1n accordance with apphcable law and International Standards on Auditing (UK and
Ireland) 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 member 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 n the financial
statements sufficient to give reasonable assurance that the financial statements are free from
material misstatement, whether caused by fraud or error This includes an assessment of whether
the accounting polictes are appropniate 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

Opinion on financial statements
In our opinion the financial statements

« give a true and fair view of the state of the Company’s affairs as at 31 December 2010
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 prescribed by the Companies Act 2006
In our opinion the information given in the Directors’ Report for the financial year for which the
financial statements are prepared 1s consistent with the financial statements

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 f, in our ocpinion

+ 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 Iin agreement with the accounting records and returns, or

» certan disclosures of directors’ remuneration specified by law are not made, or

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

& E\&.t
A T
'-‘—-—--—
Simon Evans (Senior Statutory Auditor)
For and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

Birmingham

23 July 2011




CHN GROUP LTD

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2010

Year ended Year ended
31 December 31 December
2010 2009
Note £'000 £'000
Turnover 2 - 1,680
Cost of sales - (1,246)
Gross profit - 434
Net operating expenses 3 - (1,863)
Impairment of fixed assets 9 (503) -
Operating loss 4 (503) (1,429)
Interest receivable and similar income 6 - 14
Interest payable and similar charges 7 - (17)
Loss on ordinary activities before
taxation (503) (1,432)
Tax on loss on ordinary activities 8 (15) 361
Loss for the financial year (518) (1,071)

There are no material differences between the loss on ordinary activities before taxation
and the loss for either of the years stated above and their historical cost equivalents.

The Company has no recognised gamns and losses other than the loss above and
therefore no separate statement of total recognised gains and losses has been
presented.

All of the above amounts relate to discontinued operations.

The accounting policies and the notes on pages 7 to 14 form part of these financial
statements.




CHN GROUP LTD

BALANCE SHEET
AS AT 31 DECEMBER 2010

At At
31 December 31 December
2010 2009
Note £'000 £'000
Fixed assets
Investments 9 - 503
Current assets
Debtors: amounts falling due 10 - 64
within one year
Cash at bank and n hand - 125
189
CI:ed.ItOI’S: amounts falling due 11 (1,361) (1,535)
within one year
Net current liabilities (1,361) (1,346)
Net liabilities {(1,361) (843)
Capital and reserves
Called-up share capital 12 2 2
Profit and loss reserve 13 {(1,363) (845)
Total shareholder’s deficit 14 (1,361) (843)

The financial statements on pages S5 to 14 were approved by the Board of Directors on
27 July 2011 and were signed on its behalf by:

Director
CHN Group Ltd
Registered No: 3430063

27 July 2011

The accounting policies and the notes on pages 7 to 14 form part of these financial
statements




CHN GROUP LTD

Notes to the financial statements
for the vear ended 31 December 2010

1 Accounting policies

These financtal statements are prepared on the going concern basis, under the historical
cost convention, in accordance with the Companies Act 2006 and applicable United
Kingdom accounting standards, all of which have been consistently apphed. The
Company 1s a wholly-owned subsidiary undertaking of E.ON AG, the ultimate parent
undertaking, and 1s included in the publicly availlable consolidated financial statements
of EON AG Consequently, the Company has taken advantage of the exemption from
preparing consolidated financial statements under the terms of Section 400 of the
Companies Act 2006. The principal accounting policies are set out below,

{(a) Fixed asset investments

Fixed asset investments are stated at ortginal cost plus subsequent loans advanced or
amounts invested. Provision is made for any impairment in the value of investments,

(b) Operating leases

Leases in which a significant 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-line basis over the period of the
lease.

{c) Taxation

The tax charge/(credit) for the year i1s based on the losses on ordinary activities for the
year and takes into account full provision for deferred tax in respect of timing
differences on a discounted basis, using the approach set out in Financial Reporting
Standard 19 'Deferred tax'. Deferred tax assets are recognised when it 1s more likely
than not that they will be recovered

(d} Turnover

Turnover during 2009 comprised revenue from contracted electrical work completed n
the year. Turnover excludes value added tax. Turnover was recognised when the
contracted works were carried out.

(e) Pension costs

Pension costs represent amounts recharged by the intermediate parent company, E.ON
UK plc, for the cost of contributions to defined benefit and defined contribution
schemes Further details of these schemes are available in the consolidated financial
statements of E ON UK plc

) Cash flow statement

The Company Is a wholly-owned subsidiary undertaking of E ON AG, the ultimate parent
undertaking, and i1s included n the publicly available consolhdated financial statements
of EON AG and its subsidianes and associates (together, “the E.ON Group”).
Consequently, the Company has taken advantage of the exemption from preparning a
cash flow statement under the terms of Financial Reporting Standard 1 (revised 1996)




CHN GROUP LTD

Notes to the financial statements
for the year ended 31 December 2010 {continued)

1 Accounting policies (continued)
(g) Going concern

Notwithstanding the fact that the Company has been loss making, has net current
liabihties and net liabilities, the directors have prepared the financial statements on the
going concern basis. The directors have received confirmation from E.ON UK plc, the
company’s Indirect parent undertaking and the principal UK trading subsidiary of the
E ON Group, of its intention to financially support 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.

(h) Related party transactions

The Company I1s exempt under the terms of Financial Reporting Standard 8 from
disclosing related party transactions with the E ON Group or investees of the E.ON
Group.

(i) Inter-company balances

Inter-company payable and receivable trading balances within the group are
consolidated at each month end into a single loan balance with the Company These
transactions are net settled through this arrangement with the Company. 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 settied gross

2 Turnover
Turnover, which excludes value added tax, represented the value of goods and services

provided during 2009. The Company's turnover, all of which arose in the course of the
Company’s principal activity, arose in the UK.

3 Net operating expenses
Year ended Year ended
31 December 31 December
2010 2009
£'000 £'000
Administrative expenses - 1,863




CHN GROUP LTD

Notes to the financial statements
for the year ended 31 December 2010 (continued)

4 Operating loss

Operating loss 1s stated after charging:

Year ended Year ended
31 December 31 December
2010 2009
£°000 £000
Depreciation of tangible fixed assets-

Owned assets - 25
Impairment of fixed assets 503 -
Operating lease charges:*

Land and buildings - 24

Other - 58
Auditors’ remuneration:

Audit services - 76

Auditors’ remuneration was borne by the intermediate parent undertaking, E.ON UK plc,
and not recharged.

5 Employee information
The Company had no employees during the year (2009: none) The average monthly

number of persons (including executive directors) who provided services to the
Company during the year was

Year ended Year ended

By activity 31 December 31 December
2010 2009

Administration - 27

The directors received no emoluments from the Company during the year (2009: £nil).

The salaries and related costs of employees, including directors, recharged to the
Company by E ON UK plc were:

Year ended Year ended

31 December 31 December

2010 2009

£000 £'000

Wages and salartes - 651
Social security costs - 55
Other pension costs - 57
- 763




CHN GROUP LTD

Notes to the financial statements

for the vear ended 31 December 2010 (continued)

6 Interest receivable and similar income
Year ended Year ended
31 December 31 December
2010 2009
£'000 £'000
14
Other interest receivable -
7 Interest payable and similar charges
Year ended Year ended
31 December 31 December
2010 2009
£°000 £'000
Interest payable on bank loans and overdrafts - 17
8 Tax on loss on ordinary activities
Year ended Year ended
31 December 31 December
2010 2009
£'000 £000
Current tax:
UK corporation tax on losses for the year - (371)
Adjustment in respect of previous periods 15 (1)
Total current tax charge/{credit) 15 (372)
Deferred tax:
Ongination and reversal of timing differences - 12
Unwinding of deferred tax - (1)
Total deferred tax charge - 11
Tax on loss on ordinary activities 15 {361)

The difference between the tax on the loss on ordinary activities for the year and the
tax assessed on the loss on ordinary activities for the year assessed at the standard
rate of corporation tax in the UK at 28% can be explained as follows:

10




CHN GROUP LTD

Notes to the financial statements

for the year ended 31 December 2010 (continued)

8 Tax on loss on ordinary activities (continued)

Year ended Year ended

31 December 31 December

2010 2009

£000 £'000

Loss on ordinary activities before tax (503) (1,432)

Tax on loss on ordinary activities before tax at (141) (401)
28% (2009: 28%)

Effects of:

Depreciation in excess of capital allowances - (5)

Expenses not deductible for tax purposes 141 35

Adjustment in respect of previous periods 15 (1)

Current tax charge/{credit) for the year 15 (372)

The Finance (No. 2} Act 2010 was substantively enacted on 20 July 2010 and includes
legislation to reduce the main rate of corporation tax from 28% to 27% from 1 April
2011

Further reductions to the UK corporation tax rate were announced in the June 2010
Budget, These changes, which are expected to be enacted separately each year,
propose to reduce the rate by 1% per annum to 24% by 1 April 2014

In addition to the changes in rates of corporation tax disclosed above, a number of
further changes to the UK corporation tax system were announced n the March 2011
UK Budget Statement A resolution passed by Parhament on 29 March 2011 has
reduced the main rate of corporation tax to 26% from 1 Apnl 2011. Legislation to
reduce the main rate of corporation tax from 26% to 25% from 1 April 2012 1s included
In the Finance Act 2011. Further reductions to the main rate are proposed to reduce the
rate by 1% per annum to 23% by 1 Apnl 2014

The corporation tax payable in the year has been reduced by £15,000 (2009
corporation tax recetvable reduced by £372,000) because of group relief received from
a fellow group undertaking for which a payment wil be made (2009: received
£372,000)

11




CHN GROUP LTD

Notes to the financial statements

for the year ended 31 December 2010 (continued)

9 Fixed asset investments

Cost:
At 1 January 2010
At 31 December 2010

Accumulated amortisation:
At 1 January 2010

Imparrment charge for the year
At 31 December 2010

Net book value:

At 31 December 2010

At 31 December 2005

An impairment charge of £503,000 has been recorded in these financial statements
(2009 £nil) to reflect the loss making position of the underlying businesses and the

resulting restructuring of these businesses.

Fixed asset investments comprise the following

Investments in
Subsidiaries
£'000

503
503

503
503

503

Name Country of Shares Proportion of Nature of business
incarporation | held nominal value of

Issued equity

shares and

voting rights held
CHN Electrical England & Ordinary | 100% Non-trading
Services Limited Wales
CHN Contractors England & Ordinary | 100% Non-trading
Limited Wales
E.ON UK Property | England & Ordinary | 100% Heating and
Services (formerly | Wales plumbing engineers
CHN Gas Service
and Maintenance
Limited)
CHN Special England & Ordinary | 100% Non-trading
Projects Limited Wales
Industry England & Ordinary | 100% Gas training and
Development Wales consultancy
Services Limited

12




CHN GROUP LTD

Notes to the financial statements

for the year ended 31 December 2010 {continued)

10 Debtors: amounts falling due within one year

At , At

31 December 31 December

2010 2009

£'000 £'000

Other debtors - 64
11 Creditors: amounts falling due within one year

At At

31 December 31 December

2010 2009

£'000 £000

Amounts owed to group undertakings 1,361 1,520

Corporation tax - 15

' 1,361 1,535

Amounts owed to group undertakings are unsecured, Interest free and repayable on
demand.

12 Called-up share capital

At At
31 December 31 December
2010 2009
£'000 £'000
Authorised

5,000 ordinary shares of £1 each 5 5

Allotted, called-up and fully paid
2,439 ordinary shares of £1 each 2 2

13 Reserves

Profit and loss

reserve

£000

At 1 January 2010 (845)
Loss for the financial year (518)
At 31 December 2010 (1,363)

13




CHN GROUP LTD

Notes to the financial statements
for the year ended 31 December 2010 (continued)

14 Reconciliation of movements in shareholder’s deficit

Year ended Year ended

31 December 31 December

2010 2009

£000 £000

Loss for the financial year {518) (1,071)
Net reduction in shareholder’s funds (518) (1,071)
Opening shareholder’s (deficit)/ funds (843) 228
Closing shareholder’s deficit (1,361) (843)

15 Financial commitments

The Company had annual commitments under non-cancellable operating leases during
2009 1n respect of motor vehicles expiring as follows:

At At

31 December 31 December

2010 2009

£000 £'000

within one year - 24

16 Ultimate parent undertaking and controlling party

The immediate parent undertaking 1s E.ON UK Energy Services Limited. The ultimate
parent undertaking and controlling party 1s E.ON AG, a company Incorporated in
Germany, which 1s the parent company of the largest group to consolidate these
financial statements The smallest group to consolidate these financial statements 1s
that of which E ON UK plc, the principal UK trading subsidiary of E.ON AG, 1s the parent
undertaking. Copies of E.ON AG’s accounts are available from the offices of E ON AG at
the following address

E ON AG

E ON-Platz 1
D-40479
Dusseldorf
Germany

14




