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Directors’ report for the year ended 31 December 2011

The directors present their report and the audited financial statements of the Company for the year ended 31
December 2011

Principal activities
The principal activities of the Company are the marketing and supply of electncity and related services to
domestic, commercial and ndustrial consumers

Npower Limited is part of Npower retall group (“Retailt Group”) which 1s also known as the Npower Retail
Dmision {(“Retaill Division”} The Npower retait group/division consists of 6 main trading entittes being Npower
Limited, Npower Northern Limited, Npower Yorkshire Limited, Npower Gas Limited, Npower Commercial Gas
Limited and Npower Direct Limited

Business review and future developments

A number of factors have improved the Company’s results dunng the year Improved profit before interest and
tax has been achieved through significant gains in customer numbers within, and performance of, the large
business group Furthermore, increases in Retail electncity pnces have also contnbuted to increased tumover
The pnice rises were required in response to increased commodity costs (electricity) and higher network
charges

The Company has seen a reductton in charges for bad debt as the economy stabilises which have been offset
by an increase in staff costs across the Npower Retail Group, incurred largely as a result of higher Customer
Service staff numbers

In addition to the above the value of group service costs recharged by the Company to the other entities within
the Retall Group has increased thus reducing administrative expenses However, the increase in overall staff
costs has more than offset this in absolute terms This 1s dnven by reduced domestic customer numbers In
Npower Limited following the Retaill Group’s decisicn to service all new residential customers through Npower
Northem Limited

The Directors do not expect there to be any significant changes in the future developments of the company

Principal risks and uncertainties

The management of the business and the execution of the Company’s strategy are subject to a number of
nsks The Company continues to invest in a formal, regular nsk assessment process to identify, monitor and
mitigate as far as possible any nisk that should anse These are formally reviewed and assessed by the Board
on a quarterly basis and actions taken as appropnate

The key business nsks affecting the Company are the retention of existing customers and growth of its market
share The level of volatiity in electnicity wholesale pnces 1s the main uncertainty faced by the Company
Detailed discussions of these nsks and opportunities, In the context of the RWE AG Group as a whole, are
provided on pages 87 through 95 of the RWE AG 2011 Annual Report

In hne with the requirements of the German Corporate Control and Transparency Act (KonTraG), the
Company's nsk management system enables the directors to identify nsks at an early stage and inihate
mitigating action where necessary
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Directors’ report for the year ended 31 December 2011 (continued)

Key performance indicators (KPls)

The directors of Npower Limited do not pnmanly focus their management of the activities of the Company or
wider group on a legal entity basis Instead business performance 1s monitored, assessed and managed
across six Perdormance Units (PU’'s) covenng all RWE Npower plc Group’'s commercial activiies in the UK
These PU's are supported by a number of central functions that provide a range of services including finance,
tax, strategy and HR Each PU s managed in particular against a number of key performance indicators that
cover a range of financial, service delivery, effictency and operational measures The operations and activities
of Npower Limited and the other entihes within the Group are allocated across these PU's Therefore the
Company’s directors do not set KPIs at a legal entity level, and as a result such KPls are not presented for
Npower Limited

Results and dividends
The Company's profit for the year ended 31 December 2011 1s £22 5m {2010 loss of £39 1m) The directors
do not recommend the payment of a dividend (2010 £nil)

Directors
The directors who held office dunng the year and up to the date of signing the financial statements are given
below

Mr J Clark

Mr T Calver (Appomnted 29 Apnl 2012)

Mr G D1 Vita

Mr C Johnson (Resigned 29 Apnl 2012)

Mr G Johnson

Mr J Madnan

Mr K Miles {Resigned 31 October 2011)
Mr S Stacey

Mr P Massara (Appointed 31 October 2011)

Directors’ indemnity
The directors have the benefit of the indemnity provisicn contained in the Company’s Articles of Assoctation
This provision was n force throughout the last financial year and 1s currently in force This provision 1s a
qualifying thurd party indemnity provision under section 234 of the Compames Act 2006 The Company also
purchased and maintamed throughout the financial year directors’ and officers’ liability insurance in respect of
itself and its directors

Charitable and political donations
Dunng the year the Company made charitable donations of £9,271 (2010 £286,625) to UK chantes, including
Chnistians Against Poverty The Company made no political contributions dunng the financial year (201G £nil)

Going Concern

The directors of RWE Npower plc, the iImmediate parent company, have indicated theirr wilingness to continue
to provide financial support to the Company for the foreseeable future, at least one year from the date of
approval of these financial statements, sufficient for the Company to meet its obligations as they fall due As a
result, the directors have prepared the financial statements on a going concern basis
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Directors’ report for the year ended 31 December 2011 (continued)

Employees
The energy, innovation and creativity of our staff add value to our businesses Dunng the financial year the
Company maintained its existing policies in the following areas in respect of employee involvement

The Company 1s committed to the development of all staff in order to leverage our intellectual capital Among
many development and training initiabves, all staff are encouraged to mamntain personal development plans

The major changes within the npower Retail Division mean that effective communications with staff are wital
Corporate publicattons and other media, including distnbution of key development messages and team
briefings, are used to promote wide understanding of policies and strategy We also utlise the latest
technology to aid rapid communicaton with staff around the world through use of a comprehensive company
intranet

Equal opportunities and diversity

The Company is committed to equal opporturty and diversity because of a sense of social responsibility and
also because 1t makes sound business sense to tap into the wide-ranging knowledge and expenence of
mdividuals 1n all sectors of society Through its commitment to valuing the talents of s employees, the
Company aims to ensure that it 1s able to compete In attracting and retaining high calibre employees with wide-
ranging expenence and 1s therefore able to respond posttively and flexibly to change Decisions to appoint,
reward, train, develop and promote are taken based on skills and abiites, or demonstrated potential, ment and
the requirements of the job Employment decisions affecting both job applicants and employees with disabilities
will be made following any reasonable adjustments that may be necessary to ensure fair treatment In
addition, appropnate arrangements are made for training, career development and promotion of disabled
persons employed by the Company If members of staff become disabled the Company continues
employment, either In the same or an aitemnative position, with appropriate retraining being given If necessary

The Company 1s a member of the Employers’ Forum on Disability, Opportunity Now and the Employers’ Forum
on Age and 1s committed to the aims of these organisations

Employee share plans

The Retail Group Is part of a savings related share option plan for the benefit of employees in the UK which 1s
operated by RWE Npower Plc Over 38% (2010 35%) of eligible staff paricipate in the scheme, saving
between £5 and £125 per month with the option to purchase RWE AG shares at a 20% discount at the end of a
three year savings period

Prompt payment policy

For all trade creditors it 1s Company policy to

- Agree and confirm the terms of payment at the commencement of business with the supplier

- Pay suppliers in accordance with applicable terms, continually review the payment procedures and haise
with suppliers as a measure of eiminating difficulties and maintasning a good working relationship

The Company also subscribes to the CBI's Prompt Payment Code and has formally adopted the BS Standard
7890 Methods for Achieving Good Payment Performance in Commercial Transactions

The Company operates as part of the Retail Group which shares common accounting and payments functions
For this reason the trade creditor days presented is that for the Retail Group The trade creditors days of the
Retal Group as at 31 December 2011 were 72 days (2010 60 days) based on the ratio of Company trade
creditors at the end of the year to the amounts recorded as expense during the year attnbutable to trade
creditors

As part of the Company's commitment to corporate responsibility a number of inihatives have been launched
that make social and environmental considerations an integral part of the Company’s procurement process
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Directors’ report for the year ended 31 December 2011 (continued)
Financial risk management

Capital management

The Company’s objectives, policies and processes for managing capital are consistent with those of the RWE
AG Group Detailed discussions of these, In the context of the RWE AG Group as a whole, are provided on
page 142 of the RWE AG 2011 Annual Report

Credit risk

The npower Retaill Group of companies has a policy of requinng appropnate credit checks on commercial
customers pror to establishing credit terms and payment method Credit insurance and secunty deposits are
arranged depending upon a combination of the credit rating and the projected annual spend For all new
customers with an annual spend In excess of predetermined limits, commodity nsk control are required to sign
off the account pnor to acceptance Cash and cash equivalents compnse cash in hand and deposits which are
readdy convertible to cash and are subject to iInsignificant nsk of change in value or credit nsk

Liquidity nsk

The Company forms part of the RWE npower plc Group treasury arrangements which actively manage a
mixture of finance to ensure that the group has sufficient liquid resources to manage its current and future
operational requirements

Commodity price nsk

The Company s exposed to commodity price nsk as a result of its operations The nsk 1s actively managed
through the application of appropnate techmques and methodologies in accordance with the Commodity Risk
Controlling Directive of the Company’s ulimate parent RWE AG These techniques and methodologies include
the apphecation of appropriate hedge policies, the measurement of commodity nsks, the sethng of approved
transaction limits {together with the momnitonng of complance with the approved hmiis), the reporting of
unhedged positions and the conduct of scenano analyses and stress tests The hedge policies consist of the
purchase of forward contracts for the purchase of electrnicity on the wholesale market

The Directive and its applhication within the Company 1s kept under constant review to reflect changes in market
and Company dynamics, together with the nature of products offered to the market

Securities price risk
The Company has no exposure to equity secunties price nsk as it holds no listed or other equity iInvestments

Interest rate cash flow risk

The Company has interest-beanng assets and interest-bearing habilities Interest beanng assets include cash
balances, which earmn interest when in a surplus posiicn The Company has loan borrowings with group
undertakings which are at fixed rates above LIBOR to ensure contnuous funding and management of future
interest cash flows The directors will revisit the approprnateness of this policy should the Company's operations
change n size or nature

General risk management

As a subsidiary of RWE AG, the Company complies with the Risk Management Directive of RWE AG, which
embodies the relevant provisions of the German Law on Corporate Control and Transparency (Gesetz zur
Kontrolle und Transparenz im Untemehmensbereich), together with the German Stock Corporation Act
{Aktiengesetz) and the German Commercial Code (Handelsgesetzbuch) Complance is achieved within the
Company through the apphcation of a tn-partite system of three separate but supportive elements, namely a
nsk controling/early warning system, an internal control system and an internal audit process
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Directors’ report for the year ended 31 December 2011 (continued)

Statement of directors’ responsibilities
The directors are responsible for preparing the directors' report and the financial statements 1n 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 the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and apphcable law) Under company law the
directors must not approve the financial statements unless they are satished 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 penod In prepanng
these financial statements, the directors are required to

select sutable accounting polictes and then apply them consistently,
make judgements and accounting estimates that are reasonable and prudent,

o state whether applicable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explained in the financial statements,

e prepare the financial statements on the gotng concern basis unless it 1s iInappropnate to presume that
the company will continue In bustness

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 reascnable steps for the
prevention and detectton of fraud and other irregulanties

Statement of disclosure of information to auditors
Each director who held office as at the date of approval of this report confirms the following
- So far as they are each aware, there 1s no relevant audit information of which the Company's auditors
are unaware, and
- Each director has taken steps that ought to have been taken as a director in order to become aware
of any relevant audit information and to establish that the Company's auditors are aware of that
information

On behalf of the Board

J Clark
Director
24 May 2012

wWindmill Hill Business Park, Whitehill Way, Swindon, SN5 6PB
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Independent auditors’ report to the members of Npower Limited

We have audited the financial statements of Npower 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 United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice)

Respechive responsibilities of directors and auditors

As explained more fully in the Statement of directors' responsibiites set out on page 5 the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view Our responsibility 1s to audit and express an opinion on the financial statements in accordance with
applicable 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 members as a body n
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 prnior consent In
wnting

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 appropriate to the
company’s circumstances and have been consistently applied and adequately disclosed, the reasonableness
of significant accounting estimates made by the directors, and the overall presentaton of the financial
staternents In addition, we read all the financial and non-financial information in the Annual Report 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 financial statements

In our opinion the financial statements
e give a true and farr view of the state of the company's affairs as at 31 December 2011 and of its profit
for the year then ended,
« have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, and
s have been prepared in accordance with the requirements of the Comparnies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opivuon the information given in the Directors’ Report for the financiat year for which the financial
statements are prepared is 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 Comparues 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 1n agreement with the accounting records and returns, or
certain 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

Q_Am

Ja urkitt {Senior Statutory Auditor)

For and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

24 May 2012
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Profit and loss account for the year ended 31 December 2011

Note Year ended Year ended

31 December 31 December

2011 2010

£m £m

Turnover 1 3,2027 3,1300
Cost of sales (2,997 3) (2,895 3)
Gross profit 2954 2347

Administrative expenses

Excluding exceptional items (217 9) (217 3)
Exceptional items 4 - (16 9)
Administrative expenses including exceptional tems (217 9) {234 2}
Other operating ncome 3 66 18
Profit on ordinary activities before interest and taxation 841 23
Net interest payable and similar charges 5 29 1) (24 4)
Profit/(loss) on ordinary activities before taxation 4 550 {22 1)
Tax on profit/(loss) on ordinary activities 8 {32 5) {17 0)
Profit/(loss) for the financial year 17 225 (39 1)

All results relate to continuing operations

The Company has no recogmsed gains and losses other than the profit(loss) shown above and therefore no
separate statement of total recognised gains and losses has been presented

There are no matenal differences between the profit/(loss) on ordinary activities before taxation and the
profit/{loss) for the financial years stated above and their histoncal cost equivalents

The notes on pages 9 to 24 form an integral part of these financial statements




Balance sheet as at 31 December 2011

Fixed assets
Intangible assets
Tangible assets
Investments

Current assets
Debtors amounts falling due within one year
Debtors amounts falling due after more than one year

Creditors amounts falling due within one year

Net current habilities

Total assets less current liabilities

Provisions for liabilites and charges

Net liabilities

Capital and reserves
Called-up share capital
Merger reserve

Profit and loss account

Total shareholders’ deficit

Npower Limited

Annual report and financial statements
For the year ended

31 December 2011

Note 3 31
December December

2011 2010

£m £m

(2] 2129 2413
10 57 45 4
11 278 278
292 4 3145

12 1,924 0 1,835 1
i2 341 344
1,958 1 1,8695

13 {2,466 3) (2,434 3)
{508 2) (564 8)

{215 8) (250 3)

14 {15 1) 31
(230 9) (253 4)

16 10 10
17 304 304
17 (262 3) (284 8)
18 (2309) (253 4)

The financial statements on pages 7 to 24 were approved by the Board of Directors on 24 May 2012 and were

signed on its behalf by

J Clark
Director

Npower Limited registered company number 3653277

The notes on pages 9 to 24 form an integral part of these financial statements
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Notes to the financial statements for the year ended 31 December 2011

1 Accounting policies

These financial statements are prepared on the going concem basts, under the histoncal cost convention and
in accordance with the Companies Act 2006 and apphcable accounting standards in the United Kingdom A
summary of the principal accounting policies are set out below These policies have been applied consistently

(1) Going concern

The financial statements have been prepared on a going concern basis which assumes that the Company will
continue to trade The basis of this assumption depends on the support of the immediate parent company,
RWE Npower plec The immediate parent company has indicated that it intends to provide funds as are
necessary for the Company to trade for the foreseeable future

{2) Basis of preparation of financial statements

The Company has taken advantage of the exemption under section 400 of the Companies Act 2006 not to
prepare consolidated financial statements The results of the Company and its subsidianes are included in the
consolidated financial statements of RWE AG, which can be obtained from the address as detailed in note 20

) Turnover

Turnover 15 recognised at the point of supply of electneity and related services to customers

Tumover compnses the value of sales of goods and services, excluding VAT and other indirect taxes, in the
normal course of business The Company operates in one class of business, marketing and supply of
electricity and related services, and in one gecgraphical segment, the United Kingdom

(v) Pension costs

The Company’s contnbutions to all of its pension schemes, the majonty being to the Electricity Supply Pension
Scheme (ESPS), a defined benefit scheme, are recognised as If it were a defined contnbution scheme within
other operating costs in the profit and loss account This 1s because the Company is unable to identify its share
of the underlying assets and labilibes of the ESPS scheme on a reasonable and consistent basis and hence it
Is accounted for as a mult-employer scheme under FRS 17 (Retrement Benefits) The assets of these
schemeas are held separately from those of the Company in independently administered funds Dunng 2009,
the Company took the decision to close its defined benefit schemes to new entrants New entrants are now
only able to participate 1n a defined contnbution scheme

(v) Operafing leases

Rentals payable under operating leases are charged to the profit and loss account evenly over the term of the
lease

) Interest

Interest receivable and payable 1s credited or charged to the profit and loss account on an accruals basis

(vu}  Exceptional items

Exceptional items represent significant items of income and expense which due to their nature or the expected
infrequency of the event giving nse to them, are presented separately in the notes to the financial statements to
give a better understanding of financial performance n the year, so as to faciitate companson with prior
penods and to better assess trends in financial performance

(vin)  Other operating income

Final credits are transferred to provisions for labilites and charges and subsequently released to the profit and
loss account where all procedures to trace lost customers have been undertaken and proved unsuccessful An
appropnate amount i1s retained representing expected future refunds when a clam may be made by a lost
customer
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Notes to the financial statements for the year ended 31 December 2011 (continued)
1 Accounting policies (continued)

{x) Goodwill

In accordance with FRS 10 Goodwill and Intangible Assets, goodwill ansing on acquisitions of unincorporated
businesses, being the difference between the fair value of the purchase consideration and the fair value of the
identifiable net assets/habilittes of an acquired business, I1s capitabsed and amorhised n equal annual
instalments over its useful economic life, normally not exceeding 20 years

Imparrment reviews are undertaken in accordance with the requirements of FRS 11 Impairment of fixed
assets and goodwill

{x) Tangible fixed assets and depreciation

Tangible fixed assets are stated at histoncal purchase cost less accumulated depreciation and any provision
for impairment in value Cost includes the onginal purchase pnce of the asset and the costs attnbutabie to
bringing the asset to its working condition for its intended use In the case of assets constructed by the
Company, cost includes related works and administrative overheads and commissioning costs in accordance
with FRS 15 Assets in the course of construction are included in tangible fixed assets on the basis of
expenditure incurred at the balance sheet date and are not depreciated until brought into use Interest costs
are not capitalised

Depreciation 1s calculated so as to wnte down the cost of tangible fixed assets to their residual value evenly
over therr estmated useful ives Estimated useful lives are rewiewed penodically, taking into account
commercial and technolegical obsolescence as well as normal wear and tear, provision being made for any
impairment n value

The depreciation charge 1s based on the following eshmates of useful hives

Freehold land Not depreciated
Freehold buildings 40 years
Computer hardware and software costs 5 years
Office equipment and furniture 5 years

10
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Notes to the financial statements for the year ended 31 December 2011 (continued)
1 Accounting policies {(continued)

{x1) Impairment Reviews

In accordance with UK Generally Accepted Accounting Practice the Company’s management reviews the
carrying amounts of its fixed assets, which includes goodwill, tangible assets and investments, to determine
whether there 1s any indication that those assets have suffered an impawrment loss If any such indication
exists, the recoverable amount of the asset 1s estmated in order to determine the extent, f any, of the
impairment loss

If the recoverable amount of an asset or income generating unit 1s estmated to be less than its carrying
amount, the carrying amount of the asset or iIncome generating unit 1s reduced to 1ts recoverable amount An
impairment loss 1s recognised iImmediately 1n the profit and loss account

The recoverable amount of an asset 1s based on its estimated value in use Value in use 15 the present value
of the future cash flows expected to be derived from use of the asset The cash flow projections are based on
future economic and market assumptions and forecast trading conditions drawn up by the Company's
management as follows

- future market conditions and pnces are based on detaled analysis and predichons prepared by RWE
economists based on the specific circumstances of the UK retaill energy market

- cash flow projechons are based on management's approved long term business plan which
incorporate the predictions of future market conditions above

- the cash flows obtained are discounted at a rate estmated to be appropnate for the retail energy
business in the UK

Where an impairment loss subsequently reverses the carrving amount of the asset 1s increased to the revised
eshmate of its recoverable amount, not exceeding the carrying amount that would have been determined had
no impairment loss been recognised A reversal of an impairment loss 1s recognised in the profit and loss
account

(xu) Fixed asset investments

Fixed asset investments are stated at cost less provision for any imparment Impairment reviews are
performed by the directors when there has been an indicabon of potential impairment

(xit) Stocks

Operating stocks of fuel and consumables are valued at the lower of cost and net realisable value Cost I1s
determined on a weighted average basis Provision 1s made for slow mowving, obsolete or defective stock as
necessary

11
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Notes to the financial statements for the year ended 31 December 2011 {continued)
1 Accounting policies (continued)

(xww)  Taxation

Current taxation is provided at amounts expected to be paid (or recovered) using tax rates and laws that have
heen enacted or substantively enacted by the balance sheet date

The charge for taxation 1s based on the profit for the financial year and takes into account deferred tax In
accordance with Financial Reporting Standard (FRS) 19, ‘Deferred taxation’, deferred tax 1s recognised n
respect of all timing differences that have onginated but not reversed at the balance sheset date where
transactons or events that result in an obligation to pay more tax in the future or to pay less tax in the future
have occutred at the balance sheet date Timing differences are differences between the company’'s taxable
profits and its results as stated in the financial statements

Deferred tax assets are recognised to the extent that they are regarded recoverable and that there will be
suitable taxable profits from which the future reversal can be deducted Deferred tax 15 measured at the
average tax rates that are expected to apply in the penods in which the hming differences are expected to
reverse Deferred tax 1s measured on a non-discounted basis

(xv)  Accounting estimations

In accounting for energy revenues and direct costs, the Company employs a forecasting process using
forecast models to calculate the energy accruals required at the financial year end The models are regularly
updated with histonical actual data downloaded from the financial ledgers which in turn will improve the
accuracy of the forecast data The accuracy of the forecast data 1s reviewed each year end to identify any
significant movements to actual results and adjustments made The actual bilings and costs are compared
with the estimates in hindsight and adjustments made where matenal

(i) Provisions

Provisions are recognised when
- the Company has a present legal or constructive obligation as a result of a past event
- 1t1s more hkely than not that an outflow of resources will be required to settle the obligation, and
- the amount has been reliably estimated

Where approprate, discounting will be applied to the cashflows of the provision, with the discounted amount
being shown within net interest payable and similar charges

(xvi) Share-based payments

As a subsidiary of RWE AG, the Company operates both a cash-settfed compensation plan and an equity,
share-based plan Share options granted to Directors and employees and share based arrangements are
valued at the date of grant or award and charged 1o operating profit over the vesting penod of the scheme,
based on the Company's best estmates The annual charge 15 modified to take account of shares forfeited by
Directors and employees who leave dunng the vestng period and, in the case of non-market related
performance conditions, where 1t becomes unbkely the option will vest

(xviz) Dividends

intenm dividends are recognised 1n the period in which they are paid or when the Company has a constructive
or legal commitment to pay the dividend

12
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Notes to the financial statements for the year ended 31 December 2011 {continued)

2 Cash flow statement and related party disclosures

The Company s a wholly owned subsidiary of RWE AG and 15 mcluded in the consohdated financial
staternents of RWE AG, which are publicly avallable Consequently, the Company has taken advantage of the
exempton from prepanng a cash flow statement under the terms of FRS 1 (revised 1996) Cashflow
Statements The Company I1s also exempt under the terms of FRS 8 (Related Party Disclosures) from
disclosing related party transactions with entities which are wholly owned subsidiaries of RWE AG

3 Other operating iIncome

Year ended Year ended

31 December 31 December

2011 2010

£m £m

Final customer credits 66 18

Final customer credits relate to histonc credit balances wntten back to the profit and loss account

4 Profit/(loss) on ordinary activities before taxation

Profit/(loss) on ordinary activities before taxation 1s stated after charging Year ended Year ended

31 December 31 December

2011 2010

£m £m
Depreciation on tangible fixed assets - owned assets (note 10) 134 141
Amortisation of goodwill (note 9) 28 4 283
Operating lease charges — other than plant and machinery 586 57
Loss on waiver of loan due from group undentaking - 16 8

Services provided by the Company’s auditors-

Fees payable for the audit 02 02

No fees were paid to the auditors for non audit services (2010 nil)
The loss on waiver of loan due from group undertaking 1in 2010 relates to a loan receivable from Npower

Financial Services Limited, a direct and wholly owned subsidiary of the Company The loan was waived on the
basis that Npower Financial Services Limited had no prospect of repaying the loan 1n full or in pan,

13
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Notes to the financial statements for the year ended 31 December 2011 (continued)

5 Net interest payable and similar charges

Year ended Year ended
31 December 31 December
2011 2010
£m £m
Interest payable and similar charges
Interest on borrowings
Other borrowings with group undertakings (36 0) (31 0)
Interest payable on bank overdraft balances (0 8) (0 4)
Other interest payable (1 (04)
Total interest payable and similar charges (37 7) (31 8)
Interest receivable and similar income
Interest recelvable from group undertakings 80 72
Other interest receivable c6 02
Total interest receivable and similar income B6 74
Net interest payable and similar charges (29 1) (24 4)
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Notes to the financial statements for the year ended 31 December 2011 (continued)
6 Directors’ and employees’ remuneration

(a) Directors’ remuneration

All directors (2010 all) are pard by RWE Npower plc, the immediate parent company, for their services to the
group as a whole and their aggregate emoluments are disclosed in the financial statements of RWE Npower
plc The remuneration 1s unable to be allocated to individual entities as the npower retail group I1s not managed
on a legal entity basis Total directors' emoluments (excluding amounts receivable under long term incentive
schemes) recharged to Npower Limited were £2 2m (2010 £1 8m) The highest paid director received total
emoluments of £343,594 (2010 £411,000) excluding amounts receivable under long term incentive schemes

No director was a member of the Company’s defined contribution scheme In the year (2010 none) Al
directors are members of defined benefit schemes (2010 all)

Dunng the year no directors (2010 two} exercised share options in RWE AG the ultmate parent company
None (2010 six) of the directors received or became entitted to receive aggregate cash payments in RWE AG
under long-term incentive schemes In the financial year The highest paid director received £nil (2010
£176,000) under long-term incentive schemes

Further details of the nature and the extent of share based payment arrangements have been disclosed in full
within the financial statements of RWE npower plc The directors do not consider It necessary to provide
separate disclosure within the Npower Limited financial statements as the amount 1s not material

(b) Employees' remuneration

Salanes and other staff costs were as follows

Year ended Year ended

31 December 31 December

2011 2010

£m £m

Wages and salanes 177 2 1627
Social secunty costs 16 0 147
Pension costs 100 82
Share based payments {11) 20
Total staff costs 202 1 187 6
Employee numbers: Year to Year to
The notional average number of employees (including directors) dunng 31 December 31 December
the financial year, analysed by activity, was 2011 2010
Number Number

Seling and administrative staff 8,846 8,008

With the exception of the metenng staff and SPI Limited, all Retait Diviston employees are employed by
Npower Limited Employee costs of £202 1m (2010 £187 6m) have been recharged to Npower Limited via
the group management charge

As employees may work across several legal entities average staff numbers have been deduced based on the
average employee cost for the npowar Retail Group
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7 Pension scheme funding

The majonty of pensions are funded through the RWE npower section of the industry-wide scheme, the
Electricity Supply Pension Scheme (ESPS) which 1s a defined benefit scheme with assets invested in separate
trustee-administered funds The ESPS 1s divided into sections There 1s also a defined contnbution scheme,
the RWE Innogy Group Defined Contnbution Scheme (IGDCS)

Npower Limited participates, along with other employers in the RWE Npower Holdings plc Group, in the RWE
Npower Group of the Electncity Supply Pension Scheme, a defined benefit pension scheme

Npower Limited 1s unable to identify its share of the underlying assets and liabiities on a reasonable and
consistent basis pnmanly due to the following reasons

- the allocation of non-active members (retired and deferred) to any one employer 1s not possible on an
accurate and practicable basis due to the privatisation and subsequent restructuring of the electncity
industry Non active members made up approximately 85% of the scheme membership as at 31
March 2010, and

- no one employer dominates the overall scheme In terms of payroll cost RWE Npower plc’s share of
scheme pensionable salary 1s approximately 50%

These circumstances have meant that the last actuanal valuation in 2010 was not prepared on an individual
entity basis and 1t will also not be possible to prepare the next one on an indwidual entity basis either
Therefore the scheme 1s accounted for as a mult-employer scheme under FRS 17 (Retirement Benefits) using
the defined contnbution exemption

The last formal valuation of the scheme was carnred out as at 31 March 2010 At that date the deficit of the
whole scheme was £732 million giving a funding level of 83% Independent actuanes have assessed the FRS
17 position as at 31 December 2011 for the scheme as a whole by updating the last formal valuations using
methods appropnate for FRS 17 As at 31 December 2011 there was a deficit of £533 million (2010 £712
mifiton)

During the financial year ended 31 December 2011, RWE Npower plc contnibuted to the four defined benefit
sections of the ESPS at a weighted average rate of 18% of members’ pensionable earnings, inclusive of a
0 9% contributton for the administrative expenses of the scheme The Npower Limited cost of contnbutions
duning the financial year was £2 6m (2010 £2 2m) which includes additienal contnbutions required to reduce
the whole scheme deficit

During the year to 31 December 2011, Npower Limited has paid total contnbutions of £955,972 (2010
£482,083) into the vanous defined contnibution schemes on behalf of the Npower retall group companies

There were no prepaid or accrued contributions at 31 December 2011 or 31 December 2010
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8 Tax on profit/(loss) on ordinary activities

Year ended Year ended
31 December 31 December
2011 2010
£m £m
Current tax

Group relief payable 322 190
Adjustment in respect of prior penods - 85
Total current tax charge 322 275

Deferred tax
Ongination and reversal of timing differences (18) (33)
Impact of change in UK tax rates and laws 27 13
Adjustment In respect of pnor penods (0 6) (8 5)
Total deferred tax charge(credit} (note 15) 03 (10 5)
Tax charge on profit/(loss) on ordinary activities 325 170

The tax charge for the year 1s higher (2010 higher) than the standard rate of corporation tax in the UK of
26 5% (2010 28%) The differences are explained below

Year ended Year ended

31 December 31 December

2011 2010

£m £m

Profit/(loss) on ordinary activities before taxation 550 (22 1)

Profit/(loss) on ordinary actwvites multipled by the standard rate of 146 (62)
corporation tax in the UK of 26 5% (2010 28%)

Effects of

Depreciation in excess of capial allowances 31 41

Other tming differences (1 4) 04)

Expenses not deductible 159 215

Adjustment in respect of pnor penods - 85

Current tax charge for the year 322 275

Factors that may affect future tax charges

Dunng the year, the relevant deferred tax balances have been re-measured as a result of the change in the UK
main corporation tax rate to 26%, which was substantively enacted on 29 March 2011 and 1s effective from 1
Apnl 2011, and to 25%, which was substantively enacted on 5 July 2011 and will be effective from 1 Apnl 2012
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8 Tax on (loss)/profit on ordinary activities {continued)

In addition to the changes in rates of Corperation 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
Parlrament on 26 March 2012 reduced the main rate of corporation tax to 24% from 1 Apnl 2012 Legislation to
reduce the main rate of corporation tax from 24% to 23% from 1 Apnl 2013 15 expected to be included in the
Finance Act 2012 A further reduction to the main rate 1s also proposed to reduce the rate to 22% from 1 Apnl
2014 None of these rate reductions had been substantively enacted at the balance sheet date and, therefore,
are not included in these financial statements

9 Intangible assets

Goodwill
£m

Cost'
At 1 January 2011 and 31 December 2011 568 4
Accumulated amortisation:
At 1 January 2011 (327 1)
Charge for year {28 4)
At 31 December 2011 {355 5)
Net book amount at 31 December 2011 2129
Net book amount at 31 December 2010 241 3

The Directors consider each acquisition separately for the purpose of determining the amortisation penod of
any goodwill that anses

The Directors estimate that the useful economic life of this goodwill 1s at least 20 years and it 1s amortised over
20 years in accordance with FRS10

For the purposes of the goodwill iImpairment review, the Directors consider it approprate to assess the npower
Retall Group as one income generating unit as all new domestic customers for ail Retall Group companies are
now being acquired through fellow subsidiary Npower Northern Limited As such, based on the impairment
review which has now been performed across the Retall Group compantes as a whole, the Directors do not
believe that an impairment of Npower Limited’s goodwll 1s necessary
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10 Tangible assets

Cost:
At 1 January 2011

Additions
Reclassification
Transfers in
Transfers out
Disposals

At 31 Dec 2011

Accumulated
depreciation:
At 1 January 2011

Charge for year
Transfers in
Disposals

At 31 Dec 2011

Net book amount
at 31 Dec 2011

Net book amount
at 31 Dec 2010

Office
Freehold equipment Assets In the
land and Computer Computer and course of
bulldings hardware software furmture construction Total
£m £m £m £m £m £m
40 227 174 0 116 134 2257
- - 03 01 204 208
(14) (90) 133 (14) {15) -
- 02 - - - 02
. - 02 - {10) (12)
{22) (20) (98 0) (9 2) - (111 4)
04 118 894 11 313 1341
(2 6) (90) (158 6) (10 1) - (180 3)
- (10) (12 4) - - (13 4)
- - {01) - - (01)
22 20 98 0 92 - 1114
04) (8 0) (73 1} (09) - {82 4)
- 39 163 02 313 517
14 137 154 15 134 45 4

Included within tangible fixed assets 1s capital work In progress of £31 3m (2010 £13 4m), within which i1s a

significant amount of system development cost

Details of the capital commitments of the Company can be found in note 19

Transfers from / (to) other group companies are paid for via intercompany settlement

Disposals in the year relate to assets no longer in use by the company, These assets have become obsolete
with the introduction of new systems and property developments The assets are derecognised due to
obsolescence, no proceeds were received
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11 Investments

Shares in
subsidianes
£m
Cost.
At 1 January 2011 and 31 December 2011 278
Impairment-
At 1 January 2011 and 31 December 2011 -
Net book amount at 1 January 2011 31 December 2011 278
Details of subsidiary undertakings
Country of
SUBSIDIARY UNDERTAKINGS incorporation,
registration and Percentage

Name and nature of business operation shareholding
Npower Gas Limited England and Wales  Ordinary Shares 100%
(energy suppher)

Npower Commercial Gas Limited England and Wales  Ordinary Shares 100%
(energy suppher)

Npower Financial Services Limited England and Wales  Ordinary Shares 100%
(fnancial services)

Electncity Plus Supply Limited England and Wales  Ordinary Shares 100%
(energy suppher)

Gas Plus Supply Limited England and Wales  Ordinary Shares 100%
(energy suppher)

Plus Shipping Services Limited England and Wales  Ordinary Shares 100%
{energy suppher)

Investments 1n group undertakings are stated at cost The directors believe that the carrying value of the
investments 1s supported by their underlying net assets and future expected cash flows from trading

The Company also holds 231,562 shares in Telecom Plus Plec This investment was made on 19 August 2011
for a total consideration of £11,578 The investment is recorded at cost and the market value of the investment
as at 31 December 2011 was £1,739,030, based on a closing mid market price of £7 51 per ordinary share
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12 Debtors
i 31
December December
2011 2010
£m £m
Amounts falling due wathin one year
Trade debtors 2719 1752
Loans owed by group undertakings 2514 3357
Other amounts owed by group undertakings 949 9 8123
Taxation and social secunty 614 501
Prepayments and accrued income 3894 461 8
Total amounts falling due within one year 1924 0 1,8351
Amounts faling due after more than cne year
Deferred taxation 341 344
Total amounts falling due after more than one year 341 344
Total debtors 1,958 1 1,869 5

Loans owed by group undertakings are unsecured, have no fixed date of repayment and attract interest at 12
months LIBOR plus 1 39% (2010 0 87%) This i1s subject to annual renewal by agreement with RWE Npower
Plc Amounts owed by group undertakings (parent and other) are unsecured, interest free and have no fixed
date of repayment

Prepayments and accrued income includes accruals for energy income not yet billed of £381 Om (2010
£408 Om)
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13 Creditors: amounts falling due within one year

31 31

December December

2011 2010

£m £m

Bank overdraft 293 345
Trade creditors 504 516
Loans owed to group undertakings 1,460 4 1,506 3
Amounts owed to group undertakings 152 0 97 1
Taxation and social secunty 196 73
Customer payments in advance 146 3 1425
Accruals and other creditors 608 3 5950
2,466 3 2,434 3

All of the above creditors are unsecured

Loans owed to group undertakings are unsecured and bear interest at 12 month LIBOR plus 139% (2010
087%) This I1s subject to annual renewal by agreement with RBWE Npower Plc As at the date of approval of
these financtal statements the directors are not aware of any intention of the holding company to require
repayment of such funding, other than by way of transfer of surplus funds ansing from the Company's
operations Amounts owed to group undertakings are unsecured, interest free and have no fixed date of
repayment Amounts owed to group undertakings also include £32 2m of group relief payable (2010 £27 5m)

14 Provisions for habilities and charges

Transfer
from
creditors 31
1 January Charged/ dunngthe Provisions December
2011 (credited) year uhlised 2011
£m £m £m £m £m
Final customer credits 17 (6 6) 70 - 21
Re-organisation provision 10 (0 1) - (0 6) 03
CESP - 121 - 121
Other Provisions 04 02 - - 06
Total provisions for habilities 31 56 70 {0 6) 151

Final customer credits relate to remaining customer balances which anse from varous circumstances including
customer debt which has previously been provided agamnst and subsequently recovered, or where
management's ability to raise a final il following the loss of a customer is prevented because of the absence
of final meter readings, or where overpayments have been made by lost customers for whom there 15 no
forwarding address or other contact detalls The amount retained in provisions represents management's
assessment of potential claims from lost customers who re-establish contact with the Company, and 1s
expected to be utiised over six years

The re-organisation provision represents the balance of the provision for redundancy and related costs In
respect of further business re-organisation which i1s expected to be utilised dunng the course of 2012

The CESP provision relates to the Governments Community Energy Saving Programme (“CESP") The
amount recognised represents the value of the obligation that has built up {(on a straight line basis) from the
start of the obligation to 31 December 2011 less the amount actually delivered as at 31 December 2011 The
obligation penod for the CESP scheme 15 1 October 2009 to 31 December 2012

Provisions have not been discounted by the Directors as the impact 1s not matenal
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15 Deferred taxation

The movement on deferred taxation is as follows

£m
1 January 2011 344
Charge to profit and loss account {note 8) {0 3)
31 December 2011 341

Deferred taxation accounted for in the balance sheet at 25% (2010 27%) 1s as follows,

31 December

31 December

2011 2010
£m £m
Tax effect of iming differences because of
Decelerated capital allowances 29 4 281
Other timing differences 47 63
341 344

There are no un-provided timung differences

16 Called up share capital
31 December

31 December

2011 2010
£m £m
Allotted and fully paid
1,000,001 ordinary shares of £1 each 1 1
17 Reserves
Merger Profit and
reserve loss account
£m £m
As at 1 January 2011 304 (284 8)
Profit for the financial year - 225
As at 31 December 2011 304 (262 3)
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18 Reconciliation of movements in total shareholders’ deficit

31 December 31 December

2011 2010

£m £m

Profit/{loss) for the financial year 225 (39 1)
Opening total shareholders’ deficit (253 4) (214 3)
Closing total shareholders’ deficit {230 9) (253 4)

19 Capital commitments and operating lease commitments
The Company has annual commitments under non-cancellable operating leases expinng as foliows
Land and bulldings

2011 2010
£m £m
Operating leases expinng
Within one year 04 04
Within two to five years 12 06
After five years 35 41
51 51

Capital commitments contracted but not provided as at 31 December 2011 amounts to £4 1m (2010 £3 2m)

20 Ultimate parent undertaking and controlling party

The Company's immediate parent company 1s BWE Npower plc, a company incorporated in Great Brnitain and
registered in England and Wales

The Company’s ulimate parent company and controlling party 1s RWE AG, a company incorporated n
Germany, which 1s the parent undertaking of the smallest and largest group to consolidate these financial
statement Copies of the group financial statements are available from RWE AG, Opemplatz 1, D-45128,
Essen, Germany
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