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Key highlights

Delivery against key performance indicators

Agreed and signed an option for lease in respect of an 18 acre site at Avonmouth for a 100MWe power plant

Submitted an application for Section 36 consent and deemed planning permission for the 100MWe project at
Avonmouth

Secured planning consent for a biomass plant in Rothes

Entered into a joint venture with The Combination of Rothes Distillers for the development of the biomass plant
Made progress in negotiating sites for future large projects

Reorganised and strengthened the Board with a focus on project delivery, utility experience and project financing
Appointed Keith Henry as non-executive Chairman

Appointed Adnan Bowles as Chief Executive Officer

Cash investment of £2 8 million into current projects

Corporate overheads and development in line with budget




Chairman’s report

| was very pleased to be invited to join the Board of Helius Energy plc in August 2009, and | am delighted to report on the
good progress my colleagues and the Company(1) have made over the last twelve months

The pnmary focus of the Company continues to be the development of biomass power plants in the UK through secunng
planning consent and negotiating the contracts required to build, fuel, and operate these plants The team who make up
Helius have a long association with the development and implementation of many majer industnal projects, including
those based on the commercial application of renewable energy Together we have the proven technical, development
capability, management skills and resources required to address all the aspects necessary to achieve successful

and commercial projects

In 2008 Helius permutted its first biomass fuelled 65MWe project site at Stalingbarough, on the south side of the Humber
Estuary The project was sold to RWE in 2008 with Hellus Energy plc retaining an interest In January 2009 planning
permission was secured for a 7MWe combined heat and power plant on a site at Rothes, Morayshire, Scotland During
the last twelve months we have continued with the development of our 100MWe project at Avonmouth, and have made
considerable progress in identifying and reviewing a number of prospective sites for further biomass schemes in the UK

Given the global targets in place for renewables, the well publicised focus of world leaders on carbon reduction and the
dramatic changes in the UK energy markets we will expenence over the next ten years, we expect the prospects for
renewable energy projects to grow All the mam UK political parties have made public commitments to put cimate
change at the top of their agenda

With the opportunities currently in the market for developing biomass generation projects, | believe Halius is well
posttoned and resourced to build upon its previous success The Company has a significant cash balance which will
provide funding to undertake the multiple development imitiatives planned for the next three years When fully
implemented into a power plant, the majonty of these developments will need very considerable additional third

party funding at financial closure As each specific project progresses we will seek the active participation of investment
and industnal partners

We are continuing to develop a portfolio of biomass generation projects This process is complex and takes time,
invanably invalving third parties and Government and, particularly for a large project, it 1s quite likely to span more than
one year It should be appreciated, therefore, that it I1s not always possible for the Company to release news on the
progress of certain developments without potentially infninging confidentiality agreements or jeopardising our position in
these negotiations

Over the last year the Hehus team has been considerably strengthened, gathering momentum and expernence at all
levels None of the progress achteved in 2009 would have been possible without a great deal of hard work and
dedication by our management and staff On behalf of the Board | would like to congratulate them and extend my thanks
to all of them for their efforts

While we can expect the current UK business environment to remain challenging, our task 1s to continue to build on
Helius' achievements to date | very much look forward to working alongside the Helius team as we implement our
strategy of developing and building fully operational biomass plants

Keith Henry
Charrman

(1) In this report the “Company” shall mean Hellus Energy plc and/or, where the context otherwise requires, any relevant subsidiary of Helius
Energy plc

Hehus Energy plc Annual report and accounts 2009 1




Busineass review

QOur Business

Helius was established to develop biomass fuelled renewable generation plants to address the increasing importance
that has been given to cimate change Helius' projects mitigate climate change by cutting greenhouse gas emissions
using sustainable biomass fuel

Qur strategy 1s to identify, develop, own and operate biomass projects The Helus team has extensive knowledge of the
UK renewable energy market, biomass energy technologies and their related economics We use this knowledge to
identify sites that offer attractive returns, readily avallable feedstocks, good transportation logistics and related
infrastructure Since inception, the Company has invested its funds and resources specifically to ensure that we fully
understand and can adequately mitigate the development nsks

We believe there 1s a significant opportunity to develop bitomass projects within the UK

* The Hels team 1s expenenced in bringing together all of the consenting, technical, feedstock and financia! aspects
of biomass projects

+ We assess individual sites, working closely with the site owners, consultees, technology providers and other
interested parties from the outset We only take forward selected projects that are commercially viable

« Helus has expenience of negotiating power purchase agreements with electncity suppliers, together with renewable
certficates

« Helius believes that biomass energy schemes should be beneficial to the locality and we take a pro-active stance
in helping local communities understand the environmental and other benefits

Qur goal for all projects I1s to ensure that a competitive and compatible design 1s achieved for the plant and its fuel
source, which will maximise the project retums whilst mitigating operational and performance nsk Helius has no pre-
existing commercial or contractual arrangements with major ptant suppliers or contractors and we are therefore free
to provide solutions that are engineered to the individual circumstances and requirements of each site

The choice of technclogy I1s determined by the need for proven and reliable performance This is largely based on the
compatibiity and commercial feasibility of available biomass fuel sources, including transport and infrastructure options
for its delivery to the plant We work with our feedstock providers to develop strategies to ensure the security of supply
at competitive cost

Development costs

Dunng the year the Company incurred project development costs of £2 8 millon The pnmary focus for this expenditure
was the progression of the 100MWe biomass scheme at Avonmouth through the Section 36 consenting process, and the
engineenng of the smaller co-located project in Rothes, Morayshire All development costs were in ine with those
budgeted The Company stnctly controls its expenditure and has made increasing use of in-house resources, reducing
the need for third party consultants

Cash position

Cash and short-term deposits held by the Company, as at the 30 September 2009, was £14 7 milllon Cash held in
sterling by the Company is placed on deposit in a number of UK institutions with a minimum rating of AA-

Helius Eneray plc Annual report and accounts 2009 2




Business review

Key financial highhghts

Income statement

2009 2008

£000 £000
Revenue " 554 —
Cost of sales (541) —
Admunistration costs {2,216) (2,250)
Change In farr value/sale of Helius Energy Alpha {2,170) 33,594
Non cash impairments (269) —
Operating (foss)/profit (4,642) 31,343
Net finance income/{expense) 668 (659)
(Loss)/profit before tax (3,974} 30,674

(1) Relates to revenues associated with the transitional services agreement with RWE  Fusther detalls (see note 13)

Dunng the year the Company's net cash outflow was £9 2 million, of which, £2 8 million was invested in current projects,
and £4 8 million related to the payment of creditors outstanding with respect to the sale of the Stallingborough project

Key performance indicators

The Company has delivered the key milestones identified in its prospectus when it was admitted on AIM in January

2007 Over the penod since admission, we have gained the expenence and ability to identify, develop and implement

multiple projects
The following Key Performance Indicators were met dunng the year

= Agreed and signed an opticn for lease for a site at Avonmouth for a 100MWe biomass power plant

« Submitted an application for Section 36 consent and deemed planning permission for the project at Avonmouth

* Secured planning consent for a biomass plant in Rothes

+ Entered into a joint venture with The Combination of Rothes Distillers for the development of the Rothes

biomass plant

« Strengthened the Board with a focus on project delivery, utility expenence and project financing by the appointment

of Keith Henry as non-executive Chairman and Adrian Bowles as Chief Executive Officer
» Cash balance of £14 7 million
+ Cash investment of £2 8 million into current projects

Outlook

Qur strategy remains one of focusing the Company's resources on delivering projects to financial closure, managing the
projects’ implementation and operation Our intent 1s to retain an equity interest in future projects in addition to receving

a development fee from third parties in exchange for project equity

anciai Officer
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Directors

Keith Henry, FREng (64)
Non-Executive Chairman

Keith has over 35 years' international
business expenence in

the development, financing, ownership,
design and construction of electneity,
oll and gas, civil and process related
organisations, dunng which time

he was Chief Executive of National
Power plc, Kvaerner Engineering and
Construction plc and Brown & Root
Limited In recent years he has held a
number on senior non-executive roles,
including currently being the Chairman
of Regal Petroleum plc and the Senior
Director of Stering Energy plc

He 1s a Fellow of the Institution of
Cwvil Engineers and a Fellow of the
Royal Academy of Engineenng

Adrian Bowles, PhD (45)
Chief Executive Officer

Adnan is a Chartered Energy Engineer
and holds a PhD in fluid mechanics
He specialises in renewable energy
and sustainable energy project
development and implementation

He has considerable experience

in corporate and project finance,
contracting and contract negotiations
He joined Helus as Technical Director
in 2005 and was promoted to Chief
Executive Officer in September 2009
He 1s a member of the Energy Institute
and contnbutes to this forum

Alan Lyons, ACMA (38)
Chief Financial Officer

Alan has more than 19 years of
expenence within the energy

sector He began his accounting career
with GEC 1in 1989 and has since held
varnous positions 1n ABB, Alstom and
Siemens Dunng this time Alan has
warked within businesses that design,
manufacture, install and service
rotating equipment within the power
generation, and oll and gas markets
He has gained considerable
expenence of capital projects, project
management, financial systems
implementation and business start ups

Chnstopher Corner, MBA (45)
Commercial Director

Chns holds a BSc in physics, an MS¢
In engineenng ceramics and an MBA
His experience covers engineenng
matenals, commodity chemicals,
cables He has delivered major change
programmes in T&N and |Cl and
established a joint venture with Hitachi
Cable for BICC Chns acted as head of
inward investment in setting up
Renaissance South Yorkshire

a regeneration delivery body in South
Yorkshire

Barclay Forrest, OBE (68)
Non-Executiva Director

Barclay farmed in Berwickshire and
developed one of the UK's largest
grain drying, stonng and haulage
businesses He is a former Vice
President of the Scottish NFU and past
Chairman of Brnitish Cereal Exports He
was Vice President of The China
Brntain Business Council, responsible
for Food and Agriculiure He 1s
currently a non-executive Director of
D1 Qils ple
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John Seed, MBA (51)
Non-Executive Director

John has over 15 years’ expenence
within renewable energy and
sustainable systems He has worked
for several of the UK's largest
renewable energy companies, and
advised government and local
authonties on the formulation and
implementation of policy for the
promotion and implementation of

the UK's renewable energy industry
John was Chief Executive of Helius
until September 2009 and remains as
a non-executive Director John

is currently a member of the
Renewables Advisory Board, which
provides advice to the UK Government
on a wide range of renewable energy
ISSUes

David Brocksom, FCA (49)
Non-executive Director

David was appointed to the Board in
December 2009 as a non-executive
director and Chairman of the Audit
Committee He Is currently Finance
Director at UK Coal ple, and was
previously Finance Director of Pace
Micro Technology plc and Avesco plc
He has worked in a number of UK
listed compamnes, for over 15 years
as a Board member He qualified as a
Chartered Accountant with Price
Waterhouse having read Law

at Cambndge University

William J. Ingram Hill, solicitor {33)

Company Secretary & General
Counsel

Wilham trained as a solicitor with city
law firm Allen & Qvery, qualifying into
the firm's corporate energy and utilities
team in 2002, and has since advised
on an extensive range of transactions
in the energy and other sectors In
2007 he moved to Bristol firm Burges
Salmon LLP, from which he joined
Helius Energy plc as General Counsel
in February 2009 He was appointed
Company Secretary of Helius

In August 2009




Directors’ report

The directors present their annua) report together with the audited consolidated financial statements for the year ended
30 September 2009

Resuits and dividends
The consolidated income statement i1s set out on page 12 and shows the loss for the period
The directors do not recommend the payment of a dividend for the period

Principal activity, business review and future developments

The pnncipal activity of the Company in the pencd under review 1s to develop, builld and operate renewable biomass
sites within the UK and overseas

The penod under review covers the ongoing consenting process and development costs for the 100MWe Avonrouth
project and the smaller CoRD project in Rothes, Morayshire

The Company 1s continually reviewing other suitable UK sites for large biomass power projects It 1s anticipated that the
Company will secure a further site for another 100MWe biomass plant durning the first half of 2010 and commence work
on the application for a development consent

The statutory disclosures for a business review are included in the Chairman’s Report and the Business Review on
pages 1to 3

Principal nsks and uncertainties

The directors do not consider hiquidity a matena! nsk to the business The cash requirement of the Company 1s forecast
by the Board annually in advance, enabling the Company's cash requirements to be anticipated

The Company's plans are exposed to electncity market price nsk through vanations in the wholesale price of electnoty
and biomass matena! Currently the Company has not entered into any forward contracts to fix prices of these
commodities The directors will continue to monitor the benefit of entenng into such contracts

The Company believes that its future success will greatly depend upon the expertise and continued services of certain
key executives and technical personnel, including, in particular, the executive directors and key senior managers The
Company benchmarks remuneration levels of key staff and has put in place a share option scheme hinked to project
performance

Various I1ssues relating to energy project development pose nsks which may lead to circumstances having a substantial
adverse effect on the Company’s business, financial condition, trading performance and prospects Such 1ssues include

« continued dependence on the ability of the executives to locate, select, develop and realise appropnate opportunities
Suitable opporturities may not be located and projects may not be successiul,

« securing the necessary consents may be subject to delays beyond the Company's control, which may subsequently
cause any or all of the projects to be delayed or aborted There 1s also no guarantee that any or all of the necessary
consents will be granted,

+ the avallability of feedstocks for the Company's projects is affected by vanous factors, including cimate change, crop
productivity, pests (and related phytosanitary restnictions), shupping availabiity and labour shortages,

» foreign sourced supplies are subject to special nsks that may disrupt markets, including the nsk of war, terronsm, civit
disturbances, embargo, and government activities There can be no assurance that the Company will not experience
difficulties in connection with future foreign supplies and, in particular,

» foreign currency fluctuations will Impact both the cost of construction and potentially fuel for biomass plants,

= the Company could be adversely affected if any of its operations failed to comply with EU, UK and local
environmental and health and safety laws and regulations Failure or inability to comply with any such statutes or
regulations could result in civil or caiminal hability, the mitation, suspenston or termination of operations,

imposition of clean up costs, fines or penaltes and large expenditures, which may adversely affect the Company's

business results from operations or financial condition, and

» the Company could be adversely affected by any changes to the Renewables Obligation Order if such a change
caused a reduction sn revenues from Renewable Obligation Certificates
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Directors’ report

Directors
The following directors have held office throughout the financial year

Mr Keith N Henry (non-executive Charrman) — appointed August 2009

Dr Adnan C Bowles — appeinted Chief Executive Officer September 2009

Mr Alan G Lyons

Mr Chnstopher M Comer

Mr J Barclay Forrest (non-executive)

Mr John M Seed - resigned as Chief Executive and appointed as non-executive September 2009
Mr Alex D Worrall {non-executive Chairman) — resigned Apnl 2009

Mrs Michelle S Morns — resigned Apnl 2009

Mr Demetn Pappadopoulos (non-executive) — resigned January 2009

The following Board appomntment was made after the financial year end
Mr David G Brocksom (non-executive) — appointed December 2009

Substantial shareholders and directors’ holdings

At 5§ January 2010, being the latest practicable date prior to the publication of this document, the Company has been
advised of the following shareholdings of 3% or more and the shareholdings of directors in the 1ssued share capital of
Helus Energy plc

Number Percentage of Share options
of shares i1ssued shares hald
Independent shareholders
Mr and Mrs Angus Macdonald 14,675,736 17 23% ml
Fidehty 8,494,732 9 98% ml
Mr and Mrs David Sonnenberg® 6,241,116 7 33% nil
Mr Alex D Worrall* 3,846,733 4 52% 832,416
Strathclyde Pension Fund 3,682,883 4 32% nil
Gartmore Investment Management 3,335,001 394% nil
Directors’ shareholdings
Mr and Mrs Chnistopher M Corner* 5,668,242 6 52% 912,916
Mr John M Seed* 3,277,473 385% 912,918
Dr Adnan C Bowles* 2,027 473 238% 1,5829186
Mr and Mrs J Barclay Forrest* 1,106,704 1 30% 279,166
Mr Keith N Henry 100,000 012% nil
Mr Alan G Lyons 3,000 — 1,582916

* Members of a concert party (the “Concert Party™) as noted in the Helius Energy plc AIM admission document The Company and its advisers
have been working to satisfy the UK Panel on Takeovers and Mergers that certain members of the original Concert Party are no longer acting
In concert

Employment policy

It 1s the policy of the Company to operate a fair employment palicy No employee or job applicant is less favourably
treated than ancther on the grounds of their sex, sexual orientation, age, mantal status, religion, race, nationality, ethnic
or national ongin, colour or disability and all appointments and premotions are determined solely on ment The directors
encourage employees to be aware of all 1ssues affecting the Company and place considerable emphasis on employees
shanng in its success

Environment

The Company adheres to all environmental regulations and has, where possible, utiised environmental-sustaining
policies such as recycling and waste reduction
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Directors’ report

Payment of suppliers

It 1s the Company’s pelicy to pay suppliers in accordance with the terms and conditions agreed in advance, providing all
trading terms and conditions have been met All payments are made in the ordinary course of business and the
Company expects to pay all supplier debts as they fall due

Trade creditor days for the Company at 30 September 2009 were 40 days (2008 39 days}

Financial instruments

Details of the Company's exposure to nsk from the use of financial instruments are set out in the notes to the financial
statements

Charnitable and political contributions
Dunng the year the Company made no chantable or political donations

Statement of directors’ responsibilities

The directors are responsible for prepanng the directors’ report, the annual report and the financial statements in
accordance with applcable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the directors
have elected to prepare the Company financial statements in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Union and the Company financial statements in accordance with United
Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards and apphcable taw) 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 penod The directors are
also required to prepare financial statements in accordance with the rules of the London Stock Exchange for companies
frading secunties on AIM

In preparing these financial statements, the directors are required to
+ select sutable accounting policies and then apply them consistently,
+ make judgements and accounting estimates that are reasonable and prudent,

» state whether they have been prepared in accordance with IFRSs as adopted by the European Union, subject to any
matenal departures disclosed and explained in the financial statements, and

« prepare the financial statements on the going concern basis unless it 1s inappropriate to presume that the Company
will continue in business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company’s transactions and disclose with reasonable accuracy at any time the financial position of the Company and
enable thern to ensure that the financial statements comply with the requirements of 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 irregularties

Website publication

The directors are responsible for ensurning the annual report and the financial statements are made available on a
website Financial statements are published on the Company's website 1In accordance with legislation in the United
Kingdom governing the preparation and dissemination of financial statements, which may vary from legislation in other
Junsdictions The maintenance and integnty of the Company's website 1s the responsibility of the directors The directors'
responsibility also extends to the ongoing integnty of the financial statements contained therein

Auditors

All of the current directors have taken all the steps that they ought to have taken to make themselves aware of any
information needed by the Company’s auditors for the purposes of their audit and to establish that the auditors are aware
of that information The directors are not aware of any relevant audit informatton of which the auditors are unaware

BDO LLP were re-appointed auditors duning the penod and have expressed their willingness to continue In office
ointing them will be proposed at the Annual General Meeting




Corporate governance

Compliance

Throughout the period ending 30 September 2009 the Company complied with the applicable corporate governance
rules and best practice provisions for companies set out in Sectton 1 of the Combined Code on Corporate Govermnance,
and continues to keep 1ts overall system of internal control under review

Board effectiveness

With the appointment of David Brocksom, on 1 December 2009, the Board compnses the non-executive Chairman, three
other non executive directors and three executive directors

There 15 a clear separation of the roles of Charman and Chief Executive Officer to ensure an appropnate balance of
power and authonty

The Board is responsible for leading and controlling the Company’s activities and, in particular

« providing entrepreneunal leadership of the Company within a framework of prudent and effective controls which
enable nsks to be assessed and managed,

« setting the Company’s strategic aims, objectives, strategy and policies, and ensunng that the necessary financial and
human resources are in place for the Company to meet its objectives,

= reviewing management performance,

» setting the Company's values and standards and ensunng that the Company's obligations to its shareholders and
others are understood and met,

* approving substantial transactions, contracts and comnutments,

* reviewing the performance of the Company,

« undertaking nsk assessment, and

« scrutinising and approving senior appointments to the management team
The key procedures which exist to provide effective internal control are as follows
« holding regular Board, Audit and Remuneration Commuttee meetings,

« clear imits of authonty,

+ annual revenue and cash flow forecasts,

» financial controls and procedures, and

« review of nsks and internal controls

Executive directors are responsible for the implementation of strategy and policies and the day to day decision making
and administration of the Company

The independent non-executive directors bnng additional expenence and knowledge and are independent of
management and any business or other relattonship that could interfere with the exercise of independent judgement
This provides a balance whereby an individual or small group cannot dominate the Board's decision making
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Corporate governance

Board committees
The Company has an Audit Committee and a Remuneration Committee

The Audit Committee 1s compnsed of all non-executive directors of the Company and, with effect from his appointment
on 1 December 2008, 1s chawed by David Brocksom The Audit Commuttee determines the application of the financial
reporting and intemal control pnnciples for the Company, including reviewing the effectiveness of the Company's
financial reporting, intemal contro! and nsk management procedures and the scope, quality and results of the external
audit The Audit Committee has pnmary responsibility for the appointment of the external auditor

The Remuneration Committee compnses all of the non-executive directors of the Company and 1s chaired by J Barclay
Forrest 1t reviews the performance of the directors and sets their remuneration, determines the payment of bonuses to
directors and considers bonuses and option grants to employees of the Company as a whole No member of the Board 1s
permitted to participate In decisicns concerning his own remuneration The Company uses the services of external
remuneration and benefits consultants where appropnate

Dunng the financial year ending on 30 September 2009, the number of Board and committee meetings attended by
individual directors was as follows

Board Audit Remunsaration
Keith Henry (appointed August 2009) 4 — —
John Seed 14 — 1
Barclay Forrest 12 2 1
Adnan Bowles 12 — —
Alan Lyons 15 2 —
Chns Comer 15 — —
Alexander Worrall (resigned Apnl 2009) 7 1 1
Michelle Morns (resigned Apnl 2009) 5 _— —

Demetn Pappadopoulos (resigned January 2009) — — —

The executive directors have service contracts with the Company that may be terminated on twelve months’ notice by
either party The non executive directors have contracls that may be terminated on three months’ notice by either party

Relationships with shareholders

The Board values the views of its shareholders and recognises their interest in the Company’s strategy and performance,
Board membership and quality management

The AGM i1s used to communicate with Investors and documents are sent to shareholders at least 21 working days
before the meeting The chairmen of the Audit and Remuneration Committees are available to answer relevant

questions Separate resolutions are proposed on each substantive 1ssue so that they can be given proper consideration
and there 1s a resolution to receive and consider the annual report and financial statements The Company counts all
proxy votes, and will indicate the levels of proxies lodged, in respect of each resoclution, after that resolution has been
voted on by a show of hands

By order of the Board

Willilam J Ingram Hill
Company Secretary
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Independent auditor’s report
1o the shareholders of Helius Energy plc

We have audited the financial statements of Helius Energy plc for the year ended 30 September 2008 which compnse
the consolidated income statement, the consolidated statement of changes of equity, the consohdated and parent
company balance sheets, the consolidated cash flow statement and the related notes The financial reporting framework
that has been applied in the preparation of the Company financial statements 1s applicable law and International
Financial Reporting Standards {IFRSs) as adopted by the European Union The financial reporting framework that has
been applied in preparation of the parent company financial statements 1s applicable law and United Kingdom
Accounting Standards {(United Kingdom Generally Accepted Accounting Practice)

Thus report 15 made solely to the Company’s members, as a body, in accordance with Sections 495 and 496 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the Company’s members those
matters we are required to state to them in an auditor's report and for no other purpose To the fullest extent permitted by
law, we do not accept or assume responsibility to anyone other than the Company and the Company's members as a
body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explained more fully in the statement of directors’ responsibihties, the directors are responstble for the preparation of
the financial statements and for being satisfied that they give a true and fair view Our responsibility 1s to audit 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 (APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence abeut 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 iIncludes an assessment of whether the accounting policies are appropriate to the Company’s circumstances
and have been consistently apphied 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 and the parerd company’s affars as at
30 September 2009 and of the Company's loss for the year then ended,

» the Company financial statements have been properly prepared in accordance with IFRSs as adopted by the
European Union,

» the parent company’s financial statements have heen propery prepared in accordance with United Kingdom
Generally Accepted Accounting Practice, and

« the financial statements have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matters prescnbed by the Companies Act 2006

In our opinion the information given n the directors' report for the financial year for which the financial statements are
prepared 15 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
if, (N our opinion

« adequate accounting records have not been kept by the parent company, or returns adequate for our audit have
not been received from branches not visited by us,

= the parent company financial statements are not in agreement with the accounting records and returns,
« 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
M wr.
Nicholas Giles Wharton (Senior Statutory Auditor)
For and on behalf of BDO LLP, statutory auditor
Leeds, United Kingdom
22 February 2010

BDO LLP s a limited liabiity partnership registered in England and Wales (wth registered number OC305127)
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Consolidated income statement
for the year ended 30 September 2009

Year anded Year anded
30 September 30 September

2009 2008

Note £ £

Revenue 553,760 —
Cost of sales {540,735) -
Gross profit 13,025 —_

Other administrative expenses

Share-based payment costs

Impairment of property, ptant and equipment
Impairment of other receivables

10
12

(2,158,629) (1,924,693)
(58,174)  (325,960)
(58,569) -

(210,000) —

Total administrative expenses
Change In fair value of eam qui/sale of Helius Energy Alpha

13

(2,485,372) (2,250,653)
(2,170,000) 33,593,672

Operating (loss)/profit
Finance income

4 (4,642,347) 31,343,018

667,958 43,752

Finance expenses 6 —  (712,987)
(Loss)/profit before tax (3,974,389) 30,673,784
Tax expense 7 — —_
(Loss)/profit for the year attributable to equity holders of the parent company {3,974,389) 30,673,784
Basic (loss)/profit per share attnibutable to equity holders of the parent

company (pence) 8 {4 69) 42 54
Diluted {loss)/profit per share attributable to equity holders of the parent

company (pence) 8 (4 69) 3822

The notes on pages 16 to 30 form part of these financial statements
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Consolidated balance sheet
as at 30 September 2009

30 Septamb 308 be
2009 2008
Note E £
Non-current assets
Property, plant and equipment 10 3,497,954 651,304
Loans and receivables 13 12,298,000 14,254,000
Total non-current assets 15,795,954 14,905,304
Current assets
Trade and other receivables 15 561,311 2,013,262
Cash and cash equivalents 14,731,381 23,949,171
Total current assets 15,292,692 25,962,433
Total assets 31,088,646 40,867,737
Non-current habilities
Loans and borrowings 17 — (76,489)
Total non-current habihties —_ (76,489)
Current habilities
Loans and borrowings 17 (76,489) _
Trade and other payables 16  (861,053) (6,533,939)
Total current habilities {937,542} (6,533,939)
Total habilities {937,542} (6,610,428)
Total net assets 30,151,104 34,257,309
Total capital and reserves attributable to equity holders of the parent
company
Share capital 18 847,727 854,274
Share premium reserve 4,807,622 4,768,205
Capital redemption reserve 10,130 —_
Merger reserve 1,850,225 1,850,225
Retained earnings 22,635,400 26,784,605
Total equity 30,151,104 34,257,309

The notes on pages 16 to 30 form part of these financial statements
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Consolidated statement of cash flows
for the year ended 30 September 2009

Year ended Year anded
30 Septamb 30 Sep

2609 2008
Nots £ £

Operating activities
(Loss)/profit for the year (3,974,389) 30,673,784
Impairment of property, plant and equipment 10 58,569 -
Depreciation 23,758 14,372
Finance income 6 (667,958) (43,752)
Finance expense — 712,987
Share option costs 58,174 325,960

Change in fair value/profit on sale of Helius Energy Alpha

2,170,000 (33,593,672)

Loss before changes in working capital and provisions (2,331,846) (1,910,321}
Decrease/(increase) in trade and other recevables 586,951 (451,617)
{Decrease)fincrease In trade and other payables (5,672,886) 1,215,851
Net cash used in operating activities (7,947,781} (1,186,087)
Investing activities

Purchase of property, plant and equipment 10 (2,928,977) (3,385,519)
Cash received on sale of subsidiary 13 1,395,000 26,745,600
Interest receved 6 453,958 43,752
Net cash (used in)/received from investing activities (1,080,019) 23,403,833
Financing activities

Interest paid and finance expenses — (571,413)
Share 1ss5ue 43,000 2,009,000
Purchase of ordinary shares for cancellation (232,990) (256,483)
Loan stock 1ssued net of fees — 826,489
Loan repayment — (2,500,000}
Net cash from financing activities (189,990) (492,387}
Net (decrease)/increase in cash and cash equivalents (9,217,790) 21,725,359
Cash and cash equivalents at the beginning of the penod 23,949,171 2,223,812
Cash and cash equivalents at the end of the year 14,731,381 23,949,171

The notes on pages 16 to 30 form pan of these financial statements
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Consoldated statement of changes in equity

for the year ended 30 September 2009

Convertible Share Share Merger Retatned

debt reserve capital premum resenve samings Total
2008 £ £ £ £ £ £
Changes in equity
At 1 October 2007 55,713 712,524 3157418 1,850,225 (4,215,139) 1,560,741
Profit for the year — — — - 30,873,784 30,673,784
Total recognised income and expense
for the year — — — — 30,673,784 30,673,784
Issue of share capital — 148,898 1,860,102 —_ — 2,009,000
Share-based payments — — — — 325,960 325,960
Share buyback — (7,148) (249,315} — —  (256,463)
Issue of convertible debt option,
net of Issue costs 26,959 — — - — 26,959
Cancellation of convertible debt reserve (82,672) — — — — (82,672)
At 30 September 2008 —_ 854,274 4,768,205 1,850,225 26,784,605 34,257,309

Capstal
redemption Share Shere Merger Retained
resarve capital premium reserve eamings Total

2009 £ £ £ £ £ £
Changes in equity
At 1 October 2008 —_ 854,274 4,768,206 1,850,225 26,784,605 34,257,309
Loss for the year — -— - — (3,974,389) (3,974,389)
Total recogrused income and expense
for the year —_ — — — (3,974,389) (3,974,389)
Issue of share capital — 3,583 39,417 —_— — 43,000
Share-based payments — — — — 58,174 58,174
Share buyback 10,130 (10,130) — — (2329900 (232,990)
At 30 September 2009 10,130 847,727 4,807,622 1,850,225 22,635,400 30,151,104

The notes on pages 16 to 30 form part of these financial statements
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Notes to the consolidated financial statements

1 Accounting policies
Basis of preparation

These consolidated financial statements have been prepared in accordance with Intemational Financial Reporting
Standards (*IFRS™) and IFRIC Interpretations 1ssued by the International Accounting Standards Board (“IASB") as
adopted by the EU and with those parts of the Companies Act 2006 applicable to companies preparing their accounts
under IFRS The Company has elected to prepare its parent company financial statements in accordance with UK
GAAP, these are presented on pages 31 to 36

Basts of consolidation

Where the Company has the power, either directly or indirectly, to govern the financial and operating policies of another
entity or bustness so as to obtain benefits from its activities, it 1s classified as a subsidiary Intercompany transactions
and balances between companies are therefore eliminated in full

The consolidated financial statements incorporate the resuits of Helius Energy plc and all of its subsidiary undertakings
as at 30 September 2009, using the acquisition or merger method of accounting as required Where the acquisition
method 1s used, the results of the subsidiary undertakings are included from the date of acquisition

On 9 June 2006 Helius Energy plc entered inte a share for share exchange agreements with the shareholders of Helius
Power Limited, whereby Helius Energy plc acquired the entire share capital of Hellus Power Limited, the consideration
being satisfied by the allotment of ordinary shares in Helius Energy plc to the shareholders of Helius Power Limited

As this transaction 1s outside the scope of IFRS 3 and in the absence of any relevant guidance under International
Financial Reporting Standards, the acquisition has been accounted for as a Company reconstruction as permitted under
UK Financial Reporting Standard 8, the most relevant accounting treatment that can be applied to the situation

Under merger accounting the acquisition has been accounted for as though the Company, as currently constituted, has
been In place for the whole of the penod covered by these financial statements As such, the results have been
presented as though Helius Power Limited and its subsidiary company had always been part of Helius Energy plc

Changes In accounting policies

{a) New standards, amendments to published standards and interpretations to existing standards effective in the year
ended 30 September 200% adopted by the Company

+ Amendments to IAS 39 and IFRS 7 'Reclassification of Financial Instruments’ (effective for transactions on or after
1 July 2008) This amendment permits an entity to reclassify non-denvative financial assets {(other than those
designated at fair value through profit or loss by the entity upon titial recognition) out of the fair value through profit
or loss category in particular circumstances The amendment also permits an entity to transfer from the available-for-
sale category to the loans and receivables category a financial asset that would have met the definition of loans and
recevables (If the financial asset had not been designated as available for sale), if the entity has the intention and
ability to hold that financial asset for the foreseeable future The adoption of this amendment by the Company has not
resulted In any reclassification of financial Instruments since the Company has not taken advantage of the options
avallable

» IFRIC 11, IFRS 2 ‘Group and Treasury Share Transactions’ (effective for accounting penods beginning on or after
1 March 2007} IFRIC 11 requires share-based payment transactions in which an entity receives services as
consideration for its own equity instruments to be accounted for as equity settled This applies regardless of whether
the entity chooses or 1s required o buy those equity instruments from another party to satisfy its abligations to its
employees under the share-based payment arrangement It also apples regardless of whether (a) the employee’'s
nghts to the entity's equity instruments were granted by the entity itself or by its shareholder(s), or (b) the share-
based payment arrangement was settled by the entity itself or by its shareholder(s) There was no impact on the
Company's financial statements from its adoption

* |FRIC 14, IAS 19 The Limuit on a Defined Benefit Asset, Mimmum Funding Requirements and their interaction’
(effective for accounting penods beginning on or after 1 January 2008) IFRIC 14 clanfies when refunds or reductions
in future contributions should be regarded as available in accordance with paragraph 58 of IAS 19, how a mintmum
funding requirement might affect the availability of reductionss in future contnbutions and when a minimum funding
requirement might give nse to a hability There was no impact on the Company’s financial statements from its
adophion

{b) Standards, interpretations and amendments to published standards that are effective but not relevant

The following standards, amendments and interpretations to published standards are mandatory for accouniing penods
beginning on or after 1 January 2008 but are currently not relevant to the Company's operations

+ IFRIC 12 'Service Cancession Arrangements’ (effective for accounting penods beginning on or after 1 January 2008)
IFRIC 12 1s still to be endorsed by the EU IFRIC 12 gives guidance on the accounting by operators for public-to-
private service concession arrangements IFRIC 12 1s not relevant to the Company’s operations due to absence of
such arrangements

= IFRIC 13 “‘Customer Loyalty Programmes’ (effective for accounting penods beginning on or after 1 July 2008) IFRIC
13 addresses sales transactions in which the entities grant their customers award credits that, subject to meeting any
further qualifying conditions, the customers can redeem in future for free or discounted goods or services IFRIC 131s
not relevant to the Company’s operations at this time
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Notes to the consolidated financial statements

1 Accounting policies continued
Changes in accounting policies continued

(c) Standards, amendments and interpretations to published standards not yet effective and not adopted early by the
Company

Certain new standards, amendments and interpretations to existing standards have been published that are mandatory
for the Company’s accounting penods beginning on or after 1 Januvary 2009 or later perieds and which the Company has
decided not to adopt early These are

« IFRS 8 ‘Operating Segments’ (effective for accounting perods beginning on or after 1 January 2009) This standard
sets out requirements for the disclosure of information about an entity’s operating segments and also about the
entity's products and services, the geographical areas in which it operates, and its major customers It replaces IAS
14 ‘Segmental Reporting’ The Company expects to apply this standard in the accounting penod beginning on
1 October 2009 As this I1s a disclosure standard it will not have any impact on the results or net assets of the
Company

= |AS 23 ‘Borrowing Costs’ (revised) (effective for accounting periods beginning on or after 1 January 2009) The
revised IAS 23 1s still to be endorsed by the EU The main change from the previous version 1s the removal of the
option of iImmediately recognising as an expense borrowing costs that relate to qualfying assets, broadly being
assets that take a substantial period of ime to get ready for use or sale Management 1s still assessing its impact on
the financial statements

+ |FRIC 15 ‘Agreements for the Construchion of Real Estate’ (effective for accounting penods beginning on or after
1 January 2009) IFRIC 15 clanfies the defintion of a construction contract and provides guidance on how o account
for revenue Management Is still assessing its iImpact on the financial statements

= Amendments to |IAS 1 ‘Presentation of Financial Statements A Rewvised Presentation’ {effective for accounting
periods beginning on or after 1 January 2009) The amendment to IAS 1 affects the presentation of owner changes in
equity and of comprehensive income Management is still assessing its impact on the financial statements

+  Amendments to IAS 27 ‘Consolidated and Separate Financial Statements’ (effective for accounting penods beginning
on or after 1 January 2009) The amendment relates to acquisitions of subsidiaries achieved in stages and disposals
of interests, with significant differences in the accounting depending on whether control 1s gained or not, or a
transaction simply results in a change in the percentage of the controlling interest Management s still assessing its
impact on the financial statements

* Revised IFRS 3 ‘Business Combinations’ and complementary amendments to IAS 27 ‘Consolidated and Separate
Financial Statements' (both effective for accounting penods beginming on or after 1 July 2009) The revised IFRS 3
and amendments to IAS 27 anse from a joint project with the Financial Accounting Standards Board (FASB}, the US
standards setter, and result in IFRS being largely converged with the related, recently issued, US requirements
There are certain very significant changes to the requirements of IFRS, and oplions available, if accounting for
business combinations Management 1s currently assessing the 1mpact of revised IFRS 3 and amendments to IAS 27
on the financial statements

» Amendment to IFRS 2 ‘Share-based Payments Vesting Conditions and Canceliations’ {(effective for accounting
periods beginning on or after 1 January 2009) This amendment s still to be endorsed by the EU The amendment to
IFRS 2 15 of particular relevance to companies that operate employee shares save schemes This 1s because it
results In an immediate acceleration of the IFRS 2 expense that would othermse have been recogrised in future
perods should an employee decide to stop contributing to the savings plan, as well as a potential revision to the fair
value of the awards granted to factor in the probability of employees withdrawing from such a plan Management 1s
currently assessing the impact of the amendment on the financial statements

Revenue recognition

Revenue for the Company 18 measured at the fair value of the consideration received or receivable Revenue n the
current year represents income ansing from the Transitional Sale Agreement with RWE Innogy in respect of services
which were provided in the first six months Included in the Helius Alpha sale, deferred income of £553,760 was
deducted which related to a contract to provide services to the project for a penod of six months following the sale in
September 2008 No revenue was earned in the previous year

Impairment of non-financial assets

Intangible and other non-financial assets are subject to iImpairment tests whenever events or changes in circumstances
indicate that their carrying amount may not be recoverable Where the carrying value of an asset exceeds its recoverable
amount (1 e the higher of value in use and fair value less costs to sell), the asset 1s wntten down accordingly

Where It 1s not possible to estimate the recoverable amount of an individual asset, the impairment test 15 carned out on
the asset's cash-generating unit () & the lowest group of assets in which the asset belongs for which there are separately
identifiable cash flows)

Impairment charges are included in the administrative expenses line item in the consolidated income statement, except
to the extent they reverse gains previously recognised in the consolidated statement of recogmised income and expense
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Notes to the consolidated financial statements

1. Accounting policies continued
Foreign currencies

Transactions entered into by Company entities tn a currency other than the currency of the pnmary economic
environment in which they operate (their “functional currency”™) are recorded at the rates ruling when the transactions
occur Foreign currency monetary assets and liabihives are translated at the rates ruling at the batance sheet date
Exchange differences ansing on the retranslation of unsetiled monetary assets and liabilities are recognised immediately
in the consolidated income statement

On consolidation, the results of overseas operations are translated into sterling at rates approximating to those ruling
when the transactions took place All assets and liabilities of overseas operations, including goodwill ansing on the
acquisition of those operations, are translated at the rate ruling at the balance sheet date Exchange differences ansing
on translating the opening net assets at opening rate and the results of overseas operations at actual rate are recognised
directly in equity {the “foreign exchange reserve™)

Exchange differences recognised in the income statement of Company entities’ separate financial statements on the
translation of long-term monetary items forming part of the Company's net investment in the overseas operation
concerned are reclassified to the foreign exchange reserve on consolidation

Financial assets

The Company classifies all of its financial assets as loans and receivables as discussed below The Company has not
classified any of its financial assets as held to matunty

Loans and receivables these assets are non-denvative financial assets with fixed or determinable payments that are not
quoted in an active market They anse pnncipally through the provision of goods and services to customers (e g trade
receivables), but also incorporate other types of contractual monetary asset They are imtially recogmised at farr value
plus transaction costs that are directly attnbutable to their acquisiiion or 1ssue, and are subsequently carned at amortised
cost using the effective interest rate method

The earn out recevable has ansen from the sale and purchase agreement with RWE and included as other income
within the income statement in 2007/2008 The earn out receivable was onginally recognised at fair value and thereafter
carried at amortised cost with judgement applied to expected cash flows

In accordance with IAS 39, changes In expected cash flows are accounted for by restating the recevable to the present
value of the revised expected cash flows (using the onginal effective interest rate) Any gain or loss 1s taken to the
income statement

The Board reviews the expected cash flows under the agreement on an annual basis which refiects any changes in
assumed forecast energy pnces, LIBOR rates and impacts of exchange rates on construction costs Any differences to
the pnor year valuation are taken to income statement

It 15 the Board’s expectation that these assumptions will be subject to change throughout the life of the earn out, and, as
a consequence, the carrying value of the earn out will be subject to adjustment, either positive or negative, at each
reporting date

The Company's loans and receivables comprise trade and other receivables in the balance sheet

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term highly hquid
investments with onginal matunties of three months or less and bank overdrafts Bank overdrafts are shown within loans
and borrowings in current habilities on the balance sheet

Impairment provisions are recognised when there 1s objective evidence (such as significant financial difficulties on the
part of the counterparty or default or significant delay in payment) that the Company will be unable to collect all of the
amounts due under the terms receivable, the amount of such a provision being the difference between the net carrying
amount and the present value of the future expecied cash flows associated with the impaired receivable For trade
recevables, which are reported net, such provisions are recorded in a separate allowance account with the loss being
recognised within administrative expenses In the iIncome statement On confirmation that the trade receivable will not be
collectable, the gross carrying value of the asset 1s wntten off against the associated provision

Financial habiities

The Company classifies its financial habilities as other financial habilities

Other financial iabilities other financial habilities include the following tems

+ bank borrowings are inthially recognised at fair value net of any transaction costs directly attnbutable to the issue of
the instrument Such interest beanng habiites are subsequently measured at amortised cost using the effective
interest rate method, which ensures that any interest expense over the penod to repayment i1s at a constant rate on
the balance of the hiability carned in the batance sheet Interest expense n this context includes tnihial transaction
costs and premium payable on redemption, as well as any interest or coupon payable while the habtlity 1s
outstanding, and

+ trade payables, other borrowings and other short-term monetary habiities, which are initially recognised at farr value
and subsequently carned at amortised cost using the effective interest method
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Notes to the consolidated financial statements !

1 Accounting policies continued
Share capital

Financial instruments 1ssued by the Company are treated as equity only to the extent that they do not meet the defimtion
of a financia! habiity The Company’s ordinary shares are classified as equity instruments

Property, plant and equipment

ltems of property, plant and equipment are inihally recognised at cost As well as the purchase price, cost includes
directly attributable costs and the estimated present value of any future costs of dismantling and removing items The
corresponding habtlity 1s recognised within provisions

Office equipment —  25% per annum straight-line
Computer equipment —  25% per annum straight-line

Assets in the course of construction

Assets In the course of construction are assets ansing from the development phase of internal projects The

development phase covers costs incurred from the point at which the Company secures a site, or, an agreement for the

purchase or lease of a site, through to the point at which the project can either be sold, or, finance 1s secured for |
construction of the project Dunng this phase costs are incurred in securing planning consent, and, negotiating the suite |
of contracts required in order to finance, build, own and operate a power plant These are recognised If the Company can

demonstrate all of the following

a) the technical feasibility of completing the asset so that it will be available for use or sale,
b) its ntention to complete the asset and use or sell i,
c) its ability to use or sell the asset,

d) how the asset will generate probable future economic benefits Among other things the Company can demenstrate
the existence of a market for the output of the asset or the asset itself The availability of adequate technical, financial
and other rescurces to complete the development and to use or sell the asset, and

e) Iits ability to measure reliably the expenditure attrbutable to the asset during its development

In accordance with IAS 36, the Company Is required to test these assets for impairment by comparing their recoverable
amount with their carrying amount, annually and whenever there 1s an indication that the asset may be impaired

Assets in the course of construction are not depreciated until they have been completed and have been commissioned
for use within the Company

Investment in joint ventures

Jointly controlled entities are included in the financial statements using proportionate consolidation The share of each of
the jointly controlled entity’s assets, liabilties, income and expenses are combined on a ine-by-line basis with those of
the Company Any premium paid for an interest in a jointly controlled entity above the fair value of the Company's share
of identifiable assets, abilites and contingent hiabilities 1s dealt with under the goodwill policy

Leased assets

Where substantially all of the nsks and rewards incidental to ownership of a leased asset are not transferred to the
Company (an “operating lease”), the total rentals payable under the lease are charged to the consolidated income

statement on a straight-ine basis over the lease term The aggregate benefit of lease incentives 1s recogmsed as a
reduction of the rental expense over the lease term on a straight hne basis

Retirement benefits: defined contribution schemes

Contributions to defined contribution pension schemes are charged to the iIncome statement in the year to which they
relate
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Notes o the consolidated financial statements

1 Accounting policies continued
Share-based payments

Where share options are awarded to employees, the farr value of the options at the date of the grant i1s charged to the
income statement over the vesting penod Non-market vesting condiions are taken into account by adjusting the number
of equity Instruments expected to vest at each balance sheet date so that, ulhimately, the cumutative amount recognised
over the vesting penod 1s based on the number of options that eventually vest Market vesting conditions are factored in
{o the fair value of the options granted As long as all other vesting conditions are satisfied, a charge 1s made irespective
of whether the market vesting conditions are satisfied The cumulative expense Is not adjusted for the failure to achieve a
market veshng condition

Where the terms and conditions of options are modified before they vest, the increase in the fair vatue of the options,
measured immediately before and after the modification, i1s alse charged to the income statement over the remaining
vesting penod

Where equity instruments are granted to persons other than employees, the income statement 1s charged with the fair
value of goods and services receved

Deferred taxation

Deferred tax assets and habihties are recognised where the carrying amount of an asset or liability in the balance sheet
differs to its tax base, except for differences ansing on

+ the inibial recognition of goadwill,
= goodwill for which amortisation s not tax deductible,

= the imitial recogmition of an asset or hability in a transaction which 1s not a business combination and at the time of the
transaction affects neither accounting or taxable profit, and

« nvestments in subsidianes and jointly controlled entities where the Company 1s able to control the tming of the
reversal of the difference and it 1s probable that the difference will not reverse in the foreseeable future

Recognition of deferred tax assets 1s restricted to those instances where it 1s probable that taxable profit will be available
against which the difference can be utiised

The amount of the asset or liability 1s determined using tax rates that have been enacted or substantially enacted by the
balance sheet date and are expected to apply when the deferred tax habilities or assets are settled or recovered
Deferred tax balances are not discounted

Deferred tax assets and habilities are offset when the Company has a legally enforceable nght to offset current tax
assets and habilities and the deferred tax assets and liabilities relate to taxes levied by the same tax authonty on either

« the same taxable Company, or

= different Company entities which intend either to settle current tax assets and habilities on a net basis, or to realise
the assets and settle the habiliies simultaneously, in each future pernod in which significant amounts of deferred tax
assets or habiliies are expected to be settled or recovered

2 Cntical accounting estimates and judgements

The Company makes certan estimates and assumptions regarding the future Estimates and judgements are continually
evaluated based on histornical expenence and other factors, including expectations of future events that are believed to
be reasonable under the circumstances [n the future, actual expenence may differ from these estimates and
assumptions The estmates and assumptions that have a significant nsk of causing a matenal adjustment to the carrying
amounts of assets and habilities within the next financial year are discussed below

{a) Earn out receivable (see note 13)

The earn out recevable has ansen from the sale and purchase agreement with RWE and included as other income
within the income statement in 2007/2008

The earn out recevable was ongtnally recognised at fair value and thereafter camed at amortised cost with judgement
appled to expected cash flows

In accordance with IAS 39, changes in expected cash flows are accounted for by restating the receivable to the present
value of the revised expected cash flows (using the onginal effective interest rate} Any gasn or loss 1s taken to the
income statement

The Board reviews the expected cash flows under the agreement on an annual basis which reflects any changes In
assumed forecast energy pnces, LIBOR rates and impacts of exchange rates on construction costs Any differences to
the pnor year valuation are taken to the consolidated income statement

It 1s the Board's expectation that these assumptions will be subject to change throughout the life of the earn out and, as a
consequence, the carrying value of the earn out will be subject to adjustment, either positive or negative, at each
reporting date Any gain or loss 1s taken to the income statement
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Notes to the consolidated financial statements

2 Cntical accounting estimates and Judgements continued
(b} Assets in the course of construction

Assets In the course of construction are assets ansing from the development phase of intemal projects These are
recognised if the Company can demonstrate all of the following

a) the technical feasibility of completing the asset so that it will be avaslable for use or sale,
b) its intention to complete the asset and use or sell i,
¢) iis abihty to use or sell the asset,

d) how the asset will generate probably future economic benefits Among other things the Company can demonstrate
the existence of a market for the output of the asset or the asset itself or, if it to be used internally, the usefulness of
the asset,

e) the avallabilty of adequate technical, financial and other resources to complete the development and to use or sell
the asset, and

f) its ability to measure reliably the expenditure attnbutable to the asset dunng its development

In accordance with IAS 36, the Company 1s required to test these assets for impairment by companng therr recoverable
amount with their carrying amount, annually and whenever there 1s an indication that the asset may be impaired

Assets in the course of construction are not depreciated until they have been completed and have been commissioned
for use within the Company

There 1s a nsk that if the market conditions or underlying project assumptions change, such that the forecast project
returns are no longer deemed to be sufficient in order to justify the continued development of the project, then the
carrying value of the asset may be wntten down, or wntten off

{c) Share-based payment

The Company has an equity-settled share-based scheme for employees Employee services received, and the
corresponding Increase In equity, are measured by reference to the fair value of the equity instruments at the date of
grant, excluding the impact of any non-market vesting conditions The fair value of share options 15 estimated by using
valuation models, such as Black-Scholes and binominal iattice, on the date of grant based on certain assumptions
Those assumptions are described in note 20 and include, among others, expected volatiity, expected life of the options
and number of options expected to vest More details are disclosed in note 20

(d) Income taxes

The Company is subject to Income tax and significant judgement i1s required in determining the provision for income
taxes Duning the ordinary course of business, there are transactions and calculations for which the ultimate tax
determination 1s uncertain As a result, the Company recognises tax liabilities based on estimates of whether additional
taxes and interest will be due The Company believes that its accruals for tax llabilities are adequate for all open audit
years based on its assessment of many factors including past expenence and interpretations of tax law This assessment
relles on estimates and assumptions and may involve a sernes of complex judgements about future events To the extent
that the final tax outcome of these matters i1s different than the amounts recorded, such differences will impact income
tax expense in the period in which such determination 1s made

{e) Deferred tax assets

Deferred tax assets are only recognised when there 1s a reasonable anticipation that the Company make profits in the
foreseeable future against which the accumulated tax losses can be utilised

3 Financial instruments — nsk management
Financial instruments
The principal financial instruments used by the Company, from which financial instrument nisk anses, are as follows
s Financial assets
s Loans and receivables
* Loans and receivables
= Trade and other receivables
« (Cash and cash eqguivalents
+ Fminancial habilthes
« At amortised cost
+ Trade and other payables
» Loans from related parties

To the extent financial instruments are not carried at fair value in the consolidated balance sheet, book value
approximates to fair value at 30 September 2008 and 2009
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Notes to the consolidated financial statements

3 Fmnancial instruments — nsk management continued
Capital management
The Company's objectives when maintaining capital are

» to safeguard the entity’s ability to continue as a going concern, so that it can continue to provide returns for
shareholders and benefits for other stakeholders, and

* to provide an adequate return to shareholders by pncing products and services commensurately with the level of nsk

The Company sets the amount of capital it requires in proportion to nsk The Company manages its capital structure and
makes adjustments to it in the light of changes in economic conditions and the risk charactenstics of the underlying
assets [n order to maintain or adjust the capital structure, the Company may adjust the amount of dividends paid to
shareholders, return capital to shareholders, 1ssue new shares, or sell assets to reduce debt

The Company Is reporting a loss for the penod end 30 September 2009, the directors have recommended that due to
this no dividends will be payable

All shares 1ssued In the penod 30 September 2009 were in respect of the exercise of share options
The Company’s capital 1Is made up of share capital, share premium and capital redemption reserve totalling £5 67 million
The Company s exposed through its operations to the following key risks

Liquidity nisk

The cash requirements of the Company are forecast by the Board annually in advance and are monitored on a monthly
basis throughout the year, enabling the Company's cash requirements to be anticipated The type of cash instrument
used to hold any surplus cash and its maturty date will depend on the Company's forecast cash requirements

Market price risk

The Company Is exposed to nsk of vanations in the wholesale price of electncity and biofuel matenal when assessing the
financial viability of planned projects Currently the Company has not entered inte any forward contracts to fix prices of
these commodities The directors will continue to monitor the benefit of entering into such contracts

Other nsks that the Company 1s exposed to are

Foreign currency risk
Foreign currency fluctuations will impact both the cost of construction and potentially fuel for biomass plants

Credit risk

Credit nisk 1s the nsk of financial loss to the Company when a financial iInstrument due under contract 1s not received The
Company I1s exposed to credit nsk largely through the cash deposis and the non-current earn out asset held due to the
sale of Helius Alpha

The earn out of 13% of after tax profits for 24 years I1s payable by the operating plant at Stalingborough and the future
payments from the project have been secured by a guarantee from Innogy, the parent company of RWE in the UK As
such, management considers this to be a low nsk to the Company

The large cash balance of £14 7 million at 30 September 2009, 1s deposited in a number of UK banks in order to spread
the nsk in the current economic cimate

None of the trade and receivables balances as detailed in note 15 are past due or require impairment In the year ended
30 September 2009 the non-current earn out asset as detailed in note 13 was impaired by £2,170,000

The earn out 1s reviewed on an annual basis with the key assumptions for revenues and costs revisited based on latest
market data and forecasts Any changes to these key assumptons may have an impact on the carrying value of the eam
out

Helus Energy plc has a loan agreement with Carolina Pacific LLC based in Charleston, South Carolina Itis
management's opinion that there is a nsk that Carolina Pacific will be unable to make full repayment The impairment of
£210,000 1s based upon the full value of the loan, less, the expecled resale value of the asset, net of any recovery and
sale costs
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4 (Loss)/profit from operations
This has been armved at after charging

Year ended Year ended
30 September 30 September
2009 2008
£ £
Staff costs 2,576,732 1,303,668
Depreciation 23,758 14,372
Auditors
Audit fees 43,500 40,000
Qther taxation services 10,500 3,100
All other services 6,000 21,250
Operating lease expense — property 125,392 61,695
5 Staff costs
Year ended Year ended
30 September 30 September
2009 2008
£ £
Staff costs (including directors) comprise
Wages and salares 1,460,245 880,525
Social secunty cosis 218,177 111,369
Defined contnbution pension cost 87,473 53,812
Compensation for loss of office 218,125 —_
Shor-term non-monetary benefits 16,712 10,744
Bonus 576,000 1,813,980

2,576,732 2,870,430

2008 -- the average number of employees (including directors) dunng the period was 14
2009 — the average number of employees (including directors) durnng the period was 23

Yoar ended Year ended
30 Septamber 30 Septembar
2009 2008
£ £

Directors’ remuneration
Salanes 708,698 627,529
Company contnbutions to pnvate pension schemes 47,081 38,750
Compensation for loss of office 218,125 —
Bonus 576,000 1,398,200
Short-term non-monetary benefits 5,540 5,839

1,555,444 2,070,318

Emoluments of the highest paid director were £285,146 (2008 £355,853) Company pension contnbutions for the
highest pa:d director were £11,813 (2008 £8,250)

Included n other creditors 1s £13,873 (2008 £8,740) of unpard pension contributions
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6 Finance income and expense

Year ended Year endad
30 September 30 Sep
2000 2008
£ £
Finance income

Bank interest receivable 453,958 43,752
Unwinding of discount from the sale of Helius Alpha 214,000 -

Finance expense
Bank interest payable —  (157,438)
Amortisation of loan 1ssue costs —  (155,551)
Finance fee —  (400,000)
—  (712,987)
Net finance incomel/(expense) recognised in profit or loss 667,958 (669,235)

The finance fee relates to the tenmination of a mandate agreement with the Bank of Ireland that was entered in 2007, the

termination was required to allow the sale of the Stallingborough project to RWE

The unwinding of the discount from the sale of Helius Energy Alpha represents the increased value of the eam-out based
upon the onginal assumptions made in September 2008 Any changes to the valuation as a consequence of changes in

underlying assumptions i1s shown against the ine “sale of Hellus Energy Alpha”

7. Tax expense

Year ended
30 September
2008

£

Year ended
30 September
2008

£

Current tax expense
UK corporation tax -

Deferred tax expense

Ongination and reversal of temporary differences —_

Total tax charge —

The reasons for the difference between the actual tax charge for the penod and the standard rate of corporation tax in

the UK applied to losses for the period are as follows

Year ended Year snded

30 September 30 September

2009 2008

€ £

(Loss)/profit before tax (1,930,842) 30,573,784
Expected tax charge based on the standard rate of corporation tax in the UK of 28%

(prior year 29%) {540,636) 8,895,399

Expenses not deductible for tax purposes 104,320 159,632

Income not taxable (sale of Helius Alpha) — (9,742,165)

Other tax differences {12,495) 1,741

Tax losses camied forward 448,810 685,393

Total tax charge for the period —

The Company has tax losses carned forward of approximately £5,230,000 for 30 September 2009 and approximately
£3,750,000 for 30 September 2008 These can be set off against future trading profits No deferred tax asset has been
recogmised in the accounts in respect of these losses as there 1s not, in the foreseeable future, a taxable profit available

against which the unused tax loss can be utiised
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8 Earnings per share
The calculation of the earnings per share i1s based on the following data

Year ended Year ended
30 Septembar 30 September
2009 2008
£ £
{Loss)/profit
{Loss)/profit used In calculating basic and diluted {loss)/profit per share for the year (3,974,389) 30,673,784
Number of shares
Weighted average number of ordinary shares for the purpose of basic and diluted (loss)/profit
per share 84,825,236 72,102,817
Effect of employee share options 7,451,272 8,134,604

Weighted average number of ordinary shares for the purpose of basic {(loss)/profit per share 92,276,508 80,237,421

There are 7,451,272 potentally dilutive options over the ordinary shares at 30 September 2008 (2008 8,134,604
options) (see note 20) The above instruments are potentially dilutive but are not included in the calculation of diluted
earnings per share because they were not dilutive for the pencd as their conversion to ordinary shares would decrease
the loss per share

9 Dividends
Nec dividends were declared in the pernod

10 Property, plant and equipment

Computer Assets In

and office the course

equipment of construction Total

£ £ £

Cost or valuation
Balance at 1 October 2007 45211 1,240,801 1,286,012
Addiions 19,955 3,365,564 3,385,519
Assets held for sale — (3,998,519) (3,998,519)
Balance at 30 September 2008 65,166 607,846 673,012
Balance at 1 October 2008 65,166 607,846 673,012
Additions 89,631 2,839,346 2,928,977
Disposals (3,757) —_ (3,787)
Impairment — (58,569) (58,559)
Balance at 30 September 2009 151,040 3,388,623 3,539,663
Accumulated depreciation
Balance at 1 October 2007 7,336 — 7,336
Depreciation charge for the period 14,372 — 14,372
Balance at 30 September 2008 21,708 — 21,708
Balance at 1 October 2008 21,708 — 21,708
Depreciation charge for the year 23,758 — 23,758
Depreciation on disposals {3,757) — (3,757)
Balance at 30 September 2009 41,709 —_ 41,709
Net book value
At 30 September 2009 109,331 3,388,623 3,497,954
At 30 September 2008 43,458 607,846 651,304
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10 Property, plant and equipment continued
The impairment of assets In the course of construction relates to a land option secured for the Stallingborough project

Duning the previous year certain non-current assets were re-classified as he!d for sale as a result of the decision to
dispose of the Stallingborough project Please see note 13 for further details

11 Intangible fixed assets

Due to the management time required for the development of further projects the Board, dunng 2007, anticipated that no
time would be allocated to the application of these patents As a result no revenue streams are expected to be generated
from these patents for the foreseeable future therefore the carrying value of £900,000 was fully impaired dunng 2007
The Board considers the treatment to be correct at 30 Septernber 2009

12 Impairment of other receivables

‘Year ended Year ended

30 September 30 September

2009 2008

£ £

Other receivables (210,000) al

Helius Energy has a loan agreement with Carolina Pacific LLC based in Charleston, South Carolina This loan 1s secured
against a specific asset owned by Carolina Pacific, and charges have been registered over this asset by Helius Energy It
1s management's opinion that there I1s a nisk that Carolina Pacific will be unable to make full repayment The imparment
of £210,000 1s based upon the full value of the loan, less, the expected resale value of the asset, net of any recovery and
sale costs

13 Loans and receivables

Analysis of sale

During the previous year, Helius Energy plc has disposed of Hellus Energy Alpha Ltd (Alpha) to RWE Innology (UK) Ltd
(RWE) Alpha contains the nghts to planning permission and IP associated with the construction of a 65MW biomass

powered energy generation plant at a site in Stallingborough in the north of England The transaction was structured as
follows

£

Cash receved In year ended 30 September 2008 26,745,600
Retention 1,385,000
Total sale proceeds 28,140,600
Less deal costs, related costs and cost of investment (8,800,928}
Earn out agreement calculated at fair value as at 30 September 2008 14,254,000
Profit on disposal of subsidiary recorded In year ended 30 September 2008 33,503,672

The retention balance of £1,395,000 was paid in cash on the 28 September 2009

The profit on the disposal of the subsidiary was included in operating actwittes in the consohdated income statement in
the year ended 30 September 2008 as the forming of a project and subsequent sale 1s considered to be an element of
the pnncipal activity of the Company As part of the disposal consideration included an earn-out provision, this is
reviewed on an annual basis with any change to carrying amount being reflected in the income statement

Earn out agreement valuation

The forecasts used to value the earn-out have been prepared by management The forecast profitability 1s based on an
independent report on forecast energy pnces for the 24 year period and pre-negotiated contracts for the following

= the cost of the plant build,
+ the plant fue! supply, and
* the operations of the plant

While there 15 a probability that not all of these contracts will be utiised by RWE Innogy, the expectation i1s that any
contracts not utihsed will be on the basis of cost or efficiency savings which will ulimately enhance the profitability of the
ptant
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13. Loans and receivables continued
Eam out agreement valuation continued
The forecasts also include vanous assumptions and judgements made by management in the following areas

» plant avallability — this has been estimated at 2% less than the guarantee levels associated with the plant Any
increase or decrease In the efficiency of the plant will affect the overall profitability and the net present value of the
cash flows receivable,

+ finance costs — an interest rate of LIBOR plus 0 75% has been assumed based on a gearing leve! of 90% which
reflects the borrowing required for the build cost Any change in LIBOR would affect this rate and the level of finance
cost incurred,

« operating and management costs — these relate to estimated management fees charged by RWE group into the
project These costs are under the control of RWE and any movement in the assumptions of these costs will impact
the profitability of the project, and

» discount rate — a rate of 9% has been used as this 1s the figure rate defined in the agreement with RWE

At 30 September 2009 the directors reviewed the carrying value of the earn out in ight of expected changes in cash
flows relating to the long-term forecast for electncity prices, the latest 20 year forecast for LIBOR, exchange rate impact
on construction costs and estmated date for commercial start up This review was carned out by Helius Energy plc and
has not been formally agreed with RWE This review gave a revised carrying value of £12,288,000 leading to an
adjustment of £1,956,000 which 1s shown in the consolidated income statement

£

Ongina! earn out valuation 14,254,000
Unwinding of discount on onginal calculation 214,000
Revaluation at 30 September 2009 (2,170,000}
Earn out as at 30 September 2009 12,298,000

The asset was onginally recogrused at fair value of £14,254,000 in September 2008 and was calculated based on the net
present value of Helus recewing 13% of the after tax profits from the biomass power plant for the first 24 years of
commercial operation

The unwinding represents the amount that would have been credited to the income statement if none of the underlying
assumptions had changed

Deferred consideration

Included in the deductions for deal costs etc was a balance of £553,760 which related to a contract to provide services
under the Transitional Sale Agreement with RWE for the period of six months to 31 March 2008 This amount was
included in trade and other payables, as at 30 September 2008, and this income was released as revenue to the income
statement over the first six months of this financia!l penod

14 Subsidiaries

The principal subsidianes of the Company, all of which have been included in these consolidated financial statemenis
are as follows

Ownership Ownership
as at as at
30 Septomb 30 Septemb

Name Country of ncorporation 2009 2008
Helus Power Limited United Kingdom 100% 100%
Helus Energy Afnca (Pty) Limited South Afnca 100% 100%
Distributed Power Systems Limited United Kingdom 100% 100%
Helrs Energy Gamma Ltd United Kingdom 100% 100%
Helius Corde Limited United Kingdom 51% —
Helius Energy, Inc USA 100% —

Helius Energy Africa (Pty) Limited 1s funded through toans from Helius Energy plc These loans are approved by the
Reserve Bank in South Afnica allowing repatnation of funds to Helus Energy plc on demand

Helius Energy Gamma Ltd was incorporated in 2008

Helius Energy Alpha Ltd was sold in 2008

Helius Corde Ltd was incorporated in 2009 although no direct invesiment was made into the JV within the year
Helus Energy, Inc was incorporated in January 2009
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15 Trade and other recervables

2009 2008

£ £
Other debtors 383,183 569,347
Retention — 1,395,000
Prepayments 178,128 48,915

561,311 2,013,262
Retention of £1,395,000 being 5% of the sale proceeds con the sale of the Stallingborough project to RWE, was held in
escrow untl 28 September 2009 when it was paid in cash

Cther than the impairment of the loan provided to Carolina Pacific LLC none (2008 none) of cther debtor balances are
past due or impaired

16 Trade and other payables

2009 2008

£ £

Trade creditors 381,938 3,360,342
QOther taxes and social secunty 175,916 295,754
Accruals 303,198 2,324,083
Deferred income — 553,760

861,083 6,533,939

17. Loans and borrowings

2009 2008

£ £

Directors’ loan — due within one year 76,489 —
Directors’ loan — due after more than one year _ 76,489

The directers’ loan represents a loan provided by a former director, A D Worall, who resigned in April 2009, to Helius
Energy Africa Pty and 1s repayable during the financial year 2009/2010

18 Share capital

Authorised
2008 2009
Number £
Ordinary shares of £0 01 each 200,000,000 2,000,000
lssued and fully paid
2009 2009
Number £
Ordinary shares of £0 01 each
At 1 October 2008 85,427,320 854,274
Share buybacks {1,013,000) (10,130}
Other 1ssues 358,332 3,583
At 30 September 2009 84,772,652 847,727
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18. Share capital continued

Authonsad
2008 2008
Nutnber £
Ordinary shares of £0 01 each 200,000,000 2,000,000
Issuad and fully pasd
2008 2008
Number £
Ordinary shares of £0 01 each
At 1 October 2007 71,252,279 712,524
Share buybacks (714,774) (7,148)
Other 1ssues 14,889,815 148,898
At 30 September 2008 85,427,320 854,274

There have been 1,013,000 shares bought back at 23 Op in the year (2008 714,774) All shares 1ssued in the peniod 30

September 2009 were for share options exercised
The following describes the nature and purpose of each reserve

Resorve Description and purpose
Share capital Amount subscnbed for share capital at nominal value
Share premium Amount subscnbed for share in excess of nominal value

Capital redemption reserve

A reserve created for umssued shares as a result of a buy back

Amount of proceeds on 1ssue of convertible debt retating to the equity

Convertible debt reserve

component (option to convert debt into share capital)

Merger reserve A reserve created on the combinations of companies within the Company
Retained earnings Cumulative net profits recognised in the consolidated income statement
19 Leases

Operating leases — lessee

The Company leases its property The total future value of minimum lease payments are due as follows

2008 2008

£ £
Not later than one year 32,455 78,880
Later than one year and not later than five years 510,000 —
Later than five years 733,125 —

20 Share-based payment

The Company operates an EMI approved scheme for executive directors and certain senior management Under the EMI
approved scheme, oplions vest if the market value of the shares Is greater than 10% above the floatation pnce for a

period of twelve months
Total options granted and available to be exercised are shown in the table below

2009 2008
Weighted Waighted
average 2009 average 2008
exercise price Number exarcise pnee Number
Outstanding at beginning of the year 146p 8,134,604 136p 7,606,772
Granted dunng the year — — 310p 527,832
Exercised dunng the year 120p (433,332) —_ —
Expired dunng the year 120p (250,000) — —
Outstanding at the end of the year 187p 7,451,272 146p 8,134,604
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20 Share-based payment continued
Enterprise management initiative

The following table shows the average market pnce and the average exercise pnce for options 1ssued under the
enterpnse management initiative scheme during 2008 No opttons were granted dunng 2009 as part of this scheme

2009 2008
Equity-settled

Option pricing model used Black-Scholes  Black-Scholes
Weighted average share pnce at grant date —_ 31 0p
Exercise price —_ 28 8p
Weighted average contractual ife —_ 97 years

The range of exercise pnices of options cutstanding at 30 September 2009 are 12 Op to 34 Op

Unapproved

The following table shows the average market pnce and the average exercise pnce for unapproved options issued dunng
2008 and 2009

2009 2009
Equity-settied
Optien pnang model used Black-Scholes  Black-Scholes
Weighted average share price at grant date 16 Op 28 0p
Exercise price 26 5p 121p
Weighted average contractual life 5 years 97 years

The range of exercise prices of unapproved options outstanding at 30 September 2009 are 26 Cp to 34 Op

There were 2,980,448 unapproved options granted to directors and employees as part of a performance incentive
scheme in the penod, these are exercisable upon achieving defined objectives

The options vest as follows

Vast on financal Vest on financiak Vest on finanoal Vest on financial Vest on financial

Total new closa of Avanmaouth close of large close of large close of CoRD close of small
options granted project project 2 project 3 project project 2
2,980,448 894 134 894,134 894,134 149,023 149,023

21 Related party transactions
Key management, being defined as the directors of the Company, received compensation in total as below

Year ended Year ended

30 September 30 September

2009 2008

£ £

Short-term employee benefits 654,083 627,529
Payments into defined schemes 47,081 38,750
Share-based payments 33,377 202,581
Compensation for loss of office 218,125 —
952,666 868,860

In addition to above related party transactions, and as disclosed in note 16, durtng 2008, A D Worrall who was then a
director, but ceased 1o be such in Apnl 2009, made a loan to Helus Energy Afnca (Pty) Limited of £76,488 The balance
Is now payable within 1 year (2008 payable after more than 1 year)

22 Control
There 1s no one controlling party The Company 1s quoted on AIM
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30 Septemb 30 Septomb 30 September 30 September
2009 2009 2008 2008
Note £ £ £ £
Fixed assets
Tangible fixed assets 2 94,890 15,595
94,890 15,595
Current assets
Stocks 5 1,979,002 607,847
Debtors due within one year 6 1,860,824 2,353,060
Debtors due after one year i1 12,298,000 14,254,000
Cash at bank 14,731,361 23,948,550
30,869,187 41,163,457
Creditors. amounts faling due within one
year 7 {664,504) (6,389,097}
Net current assets 30,204,683 34,774,360
Total assets 30,299,573 34,789,955
Creditors amounts falling due after more
than one year —_ —_—
Net assets 30,299,573 34,789,855
Capital and reserves
Share capital 8 847,727 854,274
Share premium 4,807,622 4,768,205
Capital redemption reserve 9 10,130 —
Merger reserve 309,392 309,392
Retained earnings 9 24,324,702 28,858,084
Shareholders’ funds 30,299,573 34,789,955

The notes on pages 32 to 36 form part of these financial statements

The financial statements were approved and authonised by the Board of directors and authorised for 1ssue on the
22 February 2010
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1. Accounting policies
Basis of preparation

The finanaial statements have been prepared under the histonical cost convention and are in accordance with apphcable
accounting standards set out below The polictes have been consistently applied to all the years presented, unless
otherwise stated

As provided by Section 408 of the Companies Act 2006, a separate profit and loss account dealing with the results of the
Company alone has not been presented The Company’s retained loss for the year 1s disciosed note 9

Tangible fixed assets

Depreciation ts provided on all tangible fixed assets at rates calculated to wnte each asset down to its estimated residual
value over 1its expected useful life as follows

Office equipment —  25% per annum straight-line
Computer equipment -  25% per annum straight-ine
investments

Investments held as fixed assets are held at cost less provision for mpairment Where shares are 1ssued at Company
level the investment 1s recorded in the Company’s balance sheet at the fair vatue of the shares issued together with the
fair value of any consideration paid

Stock

Stock I1s imitially recognised at cost and subsequently at the lower of cost and net realisable value Cost 1s based on the
cost of purchase on a first-in first-out basis Work in progress includes labour and attnbutable overheads Net realisable
value 15 based on estimated selling pnce less additional costs to completion and disposal

Work In progress includes costs tncurred on projects that the Company 1s currently developing This includes projects
that are currently being consenied as well as projects that have receved planning consent and are being progressed to
financial close/construction

Costs are not classed as work In progress until the Board believes that the Company will be able to secure both the land
and the necessary planning consents in order to develop a project to completion

The Board penodically reviews progress on these projects, the balance sheet value, and recoverability of these costs
based on forecast project returns

Deferred taxation

Deferred tax balances are recognised In respect of all iming differences that have onginated but not reversed by the
balance sheet date except that the recognition of deferred tax assets 1s hmited to the extent that the Company anticipates
making sufficient taxable profits 1n the future to absorb the reversal of the underlying timing differences

Deferred tax balances are not discounted

Leased assets

Where assets are financed by leasing agreements that give nghts approximating to ownership {finance leases), the
assets are treated as If they had been purchased outnight The amount capitalised 1s the present value of the minimum
lease payments payable dunng the lease term The corresponding leasing commitments are shown as amounts payable
to the lessor Depreciation on the relevant assets 1s charged to the profit and loss account

Lease payments are analysed between capital and interest components The interest element of the payment 1s charged
to the profit and loss account over the penod of the lease and I1s calculated so that it represents a constant proportion of
the balance of capital repayments outstanding The capital part reduces the amounts payable to the lessor

All other leases are treated as operating leases Their annual rentals are charged to the profit and loss account on a
straight-line basis over the term of the lease

Investment in joint ventures

Jointly controlled entities are included in the financial statements using proportionate consolidation The share of each of
the jointly controlled entity's assets, liabilities, income and expenses are combined on a line-by-line basts with those of
the Company Any premium paid for an interest in a jointly controlled entity above the fair value of the Company’s share
of identifiable assets, llabilites and contingent habilities 1s dealt with under the goodwill policy Investments in joint
ventures are stated at cost less any provision for impairment

Retirement benefits defined contnbution schemes

Contnbutions {o defined contnbution pension schemes are charged to the income statement in the year to which they
relate
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1 Accounting policies continued
Share-based payments

Where share options are awarded to employees, the fair value of the options at the date of the grant 1s charged to the
profit and loss account over the vesting period Non-market vesting conditions are taken into account by adjusting the
number of equity iInstruments expected to vest at each balance sheet date so that, ulhmately, the cumulative amount
recognised over the vesting penod 1s based on the number of options that eventually vest Market vesting conditions are
factored in to the fair value of the options granted As long as all other vesting conditions are satisfied, a charge 1s made
irrespective of whether the market vesting conditions are satisfied The cumulative expense 1s not adjusted for the fallure
to achieve a market vesting condition

Where the terms and conditions of options are modified before they vest, the increase in the fair value of the options,
measured immediately before and after the modification, 1s also charged to the profit and loss account over the
rematning vesting period

Where equity Instruments are granted to persons other than employees, the profit and loss account I1s charged with the
fair value of goods and services received

2 Tangible fixed assets

Computer and
office aqurpment
£

Cost

At 1 October 2008 17,854
Additions dunng the period 89,6831
At 30 September 2009 107,485
Accumulated depreciation

At 1 October 2008 2,259
Depreciation charge for the year 10,338
At 30 September 2009 12,595
Net book value

At 30 September 2009 94,890
At 30 September 2008 15,595

3 Fixed asset investments

Invastmants
£
Cost
At 1 October 2008 12,100,000
Additions during the period -
At 30 September 2009 12,100,000
Provision for impaiment
At 1 October 2008 12,100,000
Provision —
At 30 September 2009 12,100,000

Net book value
At 30 September 2009 —

At 30 September 2008 —
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3 Fixed asset investments continued

The investment represents 100% of the 1ssued share capital of Hellus Power Limited This investment of £12,100,000
has now been fully impaired

During the year the Company expanded its operational strategy to include the construction and operation of biomass
fired renewable electricity generation In the hght of this change the Board reviewed the carrying value of the acquired
patents

Due to the management tme now required for the development of the Stallingborough project the Board does not
anticipate that any time can be allocated to the applicaiion of certain patents As a result no revenue sireams are
expected to be generated from these patents for the foreseeable future and a provision for £000,000 has been made
against the cost of iInvestment

The principal subsidianes of the Company

Ownarship Ownership

a2 at as at

30 September 30 Saptembar

Name Country of incorporation 2009 2008
Helius Power Limited United Kingdom 100% 100%
Helius Energy Africa (Pty) Limited South Afnca 100% 100%
Distnbuted Power Systems Limited United Kingdom 100% 100%
Hehus Energy Gamma Ltd United Kingdom 100% 100%
Helius Energy, Inc USA 100% —
Helius Corde Limited United Kingdom 51% —

Helius Energy Afnca (Pty) Limited 1s funded through loans from Helius Energy plc These loans are approved by the
Reserve Bank in South Africa allowing repatrtation of funds to Hellus Energy ple on demand

Helius Energy Gamma Ltd was incorporated 1n 2008
Helius Energy Alpha Ltd was sold in 2008

Helius Energy, Inc was incorporated in January 2009
Helus Corde Ltd was incorporated in 2009

4 Patents
Invastments
£
Cost
At 1 October 2008 900,000
Additions during the penod —
At 30 September 2009 900,000
Provision for impairment
At 1 October 2008 900,000
Provision —_
At 30 September 2009 900,000
Net book value
At 30 September 2009 -
At 30 September 2008 —
5 Stocks
2009 2008
£ £
Work in progress 1,979,002 607,847

In the consolidated financial statement this 1s referred to as assets in the course of construction
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6 Debtors
2009 2008
£ £
Prepayments and other debtors 491,578 585,060
Retention — 1,395,000
Amounts owed by Company undertakings 1,369,246 363,000
1,860,824 2,353,060
7. Creditors: amounts falling due within one year
2009 2008
£ £
Trade creditors 209,664 3,215,500
Other taxes and social secunty 175,916 205,754
Accruals and other creditors 278,924 2,877,843
664,504 6,389,097
8 Share capital
Authorised
2009 2009
Numbaer £
Ordinary shares of £0 01 each 200,000,000 2,000,000

Issued and fully paid

2009 2009
Number £

Ordinary shares of £0 01 each
At 1 October 2008 85,427,320 854,274
Share buybacks (1,013,000) (10,130)
Other 1ssutes 358,332 3,583
At 30 September 2009 84,772,652 847,727

Authonsed

2008 2008
Number £
Ordinary shares of £0 01 each 200,000,000 2,000,000

Issued and fully patd

2008 2008
Nurmber £

Ordinary shares of £0 01 each
At 1 October 2007 71,252 279 712,524
Share buybacks (714,774) {7.,148)
Other 1ssues 14,889,815 148,898
At 30 September 2008 85,427,320 854,274

There have been 1,013,000 shares bought back at 23 Op in the year (2008 714,774)
All shares 1ssued in the penod 30 September 2009 were for share options exercised
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9 Reserves

Capnal

redemption Merger Retained
rsserve reserve earungs Total
£ £ £ £

At 1 October 2008 — 309,392 28,858,084 29,167,476
Loss for year —_ — (4,358,566) (4,358,566)
Share-based payments — — 58,174 58,174
Share buy back 10,130 — (232,990) {222,860)
At 30 September 2009 10,130 309,392 24,324,702 24,644,224
10. Leases

Operating leases - lessee

The Company leases s property The Company had annual commitments under non-cancellable operating leases as

set out below

2009 2008

£ £

Not later than one year — 78,880
Later than one year and not later than five years —_ —
Later than five years 127,500 —
127,500 78,880

11 Earn-out balance
See note 13 in the notes to the consolidated financial statements
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