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Dyno-Rod Limited

Strategic Report for the Year Ended 31 December 2018

- The Directors present their Strategic Report for Dyno-Rod Limited (the ‘Company') for the year ended 31
December 2018.

Principal activities

The principal activities of the Company are the operation of a franchise network of service LGHU'CS for the
provision of plumbing services and the clearing, tracing, inspecting and repairing of drains; sewers, culverls,
ducting and piping.

Review of the business

The Company had a successful year in 2018 and continues to maintain its market Ieadlng posxuon ina
challenging market. The Company completed over 852,000 jobs in customer’s homes and premises and held its
revenues steady in the face of strong-compeltition. ’

The profit for the financial year ended 31 December 2018 is £3.678,000 (2017: £7,991,000). The financial
position of the Company is prescntéd on page 11. Net assets at 31 December 2018 werc £73,747,000

(2017:70,069,000)

Principal risks and uncertainties

From the perspective of the Company, the principal risks and uncertainties are integrated with those of the
Centrica plc group (the ‘Group’) and are not managed separately. The principal risks and uncertainties of the
Group, which include those of the Company, are disclosed on pages 41-50 of the Group's Annual Report and
ALCOUHIS 2018, which does not form part of this report.

A large proporlion of the franchisees' business involves working in domestic and commercial premises. With
this in mind, heath and safety issues are the main areas of non-financial risk upon which the Company focuses.
The ultimate customer is served by the franchisee, and the franchise agreements between the Company and the
franchisees stipulate the standards that they are required to uphold. However, the Company retains overall
responsibility for customer service and brand. ,

To mitigate these risks, the health and safety team provides regular training and support to enable franchisees to
keep up-to-date with best practice and also to ensure that the Company has sufficiently robust systems and
. procedures that are continuously reviewed.

S

Exit from the European Union
The UK referendum vote in June 2016 to leave the European Union has added to the risks and uncertaintics
faced by the Company. However, it is considered that the direct impact of these uncertaintics on the Company
of these events is limited in the short-term. Many details of the implementation process remaini unclear.
Extricating from the European Union treaties is a task of immense complexity, the business is well-positioned to
manage the possible market impacts. There are also potential tax consequences of the withdrawal and these will
continuc to be reassessed at each reporting date to ensure the tax provisions reflect the most likely outconie

following the withdrawal.

Key performance indicators (KPIs)

Given the nature of the business, the Company’s Directors are of the opinion that the KPls are necessary for an

understanding of thie development, performance and position of the business is profit for the year and nct assets

as set out above. The results and dividends of the Company are shown in the Directors’ Report on page 3. The

Directors of the Group use a number of KPIs (o monitor progress against the Group’s strategy. The:
“development, performance and position of the Group, which includes the Company, are discussed on pages 18

to 19 of the Group's Annual Report and Accounts 2018 which does not form part of this report.
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Dyno-Rod Limited

Strategic lieport for the Year Ended 31 December 2018 (continued)

Future developments )
The Company continues to develop its core plumbing and drains business in domestic and commercial markets,
through a franchise business model. ’

The-Group continues to implement the results of the 2015 strategic review. This implementation includes a
review of how the Group’s businesses are structured and may result in future changes to underlying subsidiary
business operations including those of the Company. ’

Approved by the Board on 2—7'5«\1.( 2019 and signed on its behalf by:

gjﬁé J.Ewrvor

.........................................

By order of the Board for and on behalf of Centrica Secretaries Limited
Company Secretary

Company registered in England and Wales, No: 01046906
" Registered office: A
Millstream

Maidenhead Road

Windsor

Berkshire

SL4 5GD
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Dyno-Rod Limited

Directors' Report for the Year Ended 31 December 2018

The Directors present their report and the audited financial s!z;temenls for the year ended 31 December 2018,

Directors of the Company

The Directors of the company who were in office during the year and up to the date of signing the financial
statements were as follows: .

S Buck (resigned 24 January 2018)

M Hodges (resigned 28 February 2019)

R Roy

‘1 E Ronald (appointed 24 January 2018)

The following director was appointed after the year end:

M D Kirwan (appointed 1 April 2019)

Results and dividends )

The results of the Company are set out on page 9. The profit for the financial year ended 31 December 2018 is
£3,678,000 (2017: £7,991,000). No dividends wcre paid during the year (2017: £nil) and the Directors do not
recommend the payment of a final dividend (2017: £nil) in respect of the ﬁnancnal year ended 31 December

. 2018.

Financial Risk Management

The Directors have established objectives and policies for managing financial risks to enable the Company to
achieve its long-term shareholder value growth targets within a prudent risk management framework. These
objectives and policies are regularly reviewed. Exposure to counterparty credit risk and liquidity risk arises in -
the normal course of the Company's business and is managed within parameters set by the Directors.

Counterparty credit exposures are monitored by individual counterparties and by category of credit rating, and
are subject to approved limits. Exposure to credit risk is limited predominantly to exposures with other Group
companics or exposure to credit risk which arises in the normal course of operations as a result of the potential
for a customer defaulting on their payable balance. In the case of business customers, credit risk is managed by .
checking acompany's creditworthiness and financial strength both before commencing to trade and duringa -~
business relationship. An ageing of receivables is monitored and used to manage the exposure lo credit risk.

Cash forecasts identifying the liquidity requirements of the Company are prodixced and reviewed periodically to
ensure there is sufficient financial headroom for at least a twelve month period from the date of approval of

these financial statements.

- Future developments’
Future developments are discussed in the Straleglc Report on page 1.

¢

Going concern .
The financial statements have been prepared on a going concern basis as Centrica plc, the uitimate parent
company, currently intends to support the Company to ensure it can meet ils obligalions as they fall due,
provided th¢ Company remains a member of the Group. The Directors have received confirmation that Centrica
plc intends to support the Company for at least one year after the financial statements were authorised for issue.

Directors' and officers’ liability

Directors' and officers’ liability insurance has been purchased by the ultimate parent company, Centrica plc, and
was in'place throughout the year under review. The-insurance does not provide cover in the event lhat the
Director is proved to have acted fraudulently. .
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Dyno-Rod Limited '

Directors' Report for the Year Ended 31 December 2018 (continued) .

‘Statement of Director's Rcsponsibilities

The Directors are responsiblc for preparing the Strategic Report, Directors® Report and the Financial Statements
in accordance with applicable UK law and regulations.
Company law requires the Directors to prepare financial statements for each financial year. Under that law (he
Directors have elected to prepare the financial statements in accordance with applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including
Financial Reporting Standard 10! ‘Reduced Disclosure Framework' ('FRS 101%). Under company law the
Directors must not approve the financial statements unless they are satisfied that they give a.irue and fair view
of the state of affairs of the Company and of the profit or loss of the Company for that period. In preparing these
financial statements; the Directors are requlred to:
+ select suitable accounting policies and then apply them consustcntly,
+ make judgements and accounting estimates that are reasonable and prudent;
+ state whether applicable UK Accounting Standards, including FRS 101, have been followed, subject to any--

, material departures disclosed and explained in the financial statements; and
« prepare the financial statements on the going concern basxs unless it is inappropriate to présume that the

Company will continue in business.

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

Dlsclosure of information to the auditors :

Each of the Directors who held office at the date of approval of this Directors’ Report confirm that so far as they-
are aware, there is no relevant audit information of which the Company’s auditors are unaware, and that they
have taken all steps that they ought to have taken as Direclors to make themselves aware of any relevant audit
information and to establish that the Company’s auditors are aware of that information. This confirmation is
given and should be mterprctcd in accordanco with the provisions of 5418 of the Companies Act 2006.

Audntors
In accordance with Section 487 of the Companies Act 2006, the auditors will be deemed to be reappointed and
Deloitte LLP will therefore continue in office. .
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Dyno-Rod Limited

Directors' Report for the Year Ended 31 December 2018 (continued) |

~Approved by the Board on ﬁ?'a.u)!, 2019 and signed on its behalf by:

ABy order of the Board for and on behalf of Centrica Secretaries Limited
Company Secretary :

Company registered in England and Wales, No. 01046906

Registered office:
.Millstream
Maidenhead Road
Windsor
Berkshire

SLA4 5GD
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Dyno-Rod Limited

Independent Auditors' Report to the Members of Dyno-Rod Limited’

Report on the audit of the financial statements

Oplmon

In our opinion, the financial statements of Dyno-Rod (the ‘Com pany') :

« give atrue and fair view of the state of the Company's affairs as at 3! December 2018 and of its profit for the
year then ended,

« have been properly prepared in accordance with United ngdom Generally Accepted Accounting Practice
including Reduced Disclosure Framework Financial Reporting Standard 101 (‘FRS 101°); and

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

We have audited the financial statements of Dyno-Red Limited which comprise:
+ the Income Statement; .

+ the Statement of" Comprehensive Incomc,

+ the Statement of Financial Position;

+ the Statement of Changes in Equity; and

« the related noles 110 17.

* The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including Financial Reporting Standard 101 'Reduced Disclosure Framework'
(United Kingdom Generally Accepted Accountlng Practice). -

Basis for oplmon

We conducted our audit in accordance with International Standards on Auditing (UK) (‘1SAs (UK)") and
applicable law. Our responsibilities under those standards are further described in the Auditor’s responsibilities
for the audit of the financial statements section of our report.

We are independcnt of the Company in ac¢cordance with the ethical requirements that are relevant to our audit of
the financial statements in the UK, including the Financial Reporting Council’s (the ‘FRC’s’) Ethical Standard,
and we have fulfilled our other ethical responsibilitics in accordance with these requirements. We belicve that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusion related to going concern

We are required by ISAs (UK) to report in rcspecl of the followmg matters where:

¢ the Directors’ use of the going concern basis of accounting in the preparation of the financial statements is
not appropriate; or

* the Directors have not disclosed in the financial statements any identified material uncertaintics that may
cast significant doubt about the Company’s ability to continue to adopt the going concern basis of
accounlmg fora penod of at teast twelve months from the date when the financial statements are aulhonsed
for issue

We have nothing to report in respect of these matters.

Other information

The Directors are responsible for the other information. The other information comprxses the information
included in the Annual Reponrt, other than the financial statements and our auditors' report théreon. Our opinion
on the financial statements does not cover the other information and, except to the extent otherwise explicitly
stated in our report, we do. not express any form of assurance conclusion thereon.

\
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' ‘Dyno-Rod Limited

Independent Auditors' Report to the Members of Dyno-Rod Limited (continued)

In connection with our audit of the financial statcments, our responsibility is to rcad the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit or otherwise appears to be materially misstated. [f we identify such material
inconsistencies or'apparent material misstatements, we arc required o determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a material misstatement-of this othcr information, we are

required to report that fact.

We have nothing to report in respect of these matters.

Responsibilities of Directors

As explained more fully in the directors’ responsibilities statement, the direclors are responsible for the
preparation of the financial statements and for being satisfied that thcy give a true and fair view, and for such
intemal control as the directors determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

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

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors' report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a2 material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the cconomic decisions of users taken on the basis of these financial statements,

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

Report on other legai and regulatory requirements _

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

 the information given in the Strategic Report and the Directors’ Repor for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

« the Strategic Report and the Direclors’ Report have been prepared in accordance with applicable legal
requirements. )

In the light of the knowledge and understanding of the Company and its environment obtained in the course of

the audit, we have not identified any material misstatements in the Strategic Report or the Directors’ Report.

Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:

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

* the financial statements are not in agreement with the accounting records and returns; or

 certain disclosures of Directors’ remuneration specified by law are not made; or

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

We have nothing to report in respect of these matters.
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Dyno-Rod Limited
Independent Auditors' Report to the Members of Dyno-Rod Limited (continued)

Use of our report . :

This report is made solely to thie Company’s members, as a body, in accordance with Chapter 3 of Part {6 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 auditors’ report and for no other purpose. To the fullest
extent permittcd 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.

D. l,;li nStoné

Daryl Winstone (Senior Statutory Auditor)

Fot or on behalf of Deloitte LLP, Statutory Auditors
Chartered Accountants and Statutory Auditors
London

EC4A 3BZ

Date:.¢ ‘?‘é&;ﬂ.&..zow
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Dyno-Rod Limited

Income Statement for the Ye.ar Ended 31 December 2018

Revenue

Cost of sales
Gross profit
Operating costs
. Other incomé'

Operating profit
Finance income

Profit before income tax
Income tax expense  °

Profit for the year

The above rcsults were derived from continuing operations.

The notes on pages 13 to 27 form an integral part of these financial statements. -

Page 9

Note

3

4

2018

2017

£ 000 £ 000
71,868 70,831
_(s3903) . . _ @891 8)i
17,965 21,913
(16,827) (14,553)

1,961 ‘.7,_753‘ A
S YL
24,5'|‘9 9,898
__(@41) __(1.907)
~3,678 | 7,991




Dyno-Rod Limited

Statement of Comprehensive Income for the Year Ended 31 December 2018

2018 . 22017
i . £ 000 £000 -
Profit for the year ‘ - o . .3678 7991,
Total comprehensive income for the year : 3,678 7,991

“The notes on pages 13 to 27 form an integral part of these financial statements.
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Dyno-Rod Limited

l Statement of Financial Position as at 31 December 2018.‘

Non-current assets

Property, plaiit and equipment
Intangible assets

Trade and other receivables
Deferred tax assets '

Current assets
Trade and other receivables
Cash and cash equivalents

Total assets

Current liabilities
Trade and other payables

Total assets less current liabilities
Total liabilities
Net assets

Equity
Share capital
Retained earnings

Total equity

Note

13

2018 2017
£000 £ 000
24 117
3,665 3,834
. 59
156, _ .14
3845 4151
61,662 58,073
13945 15,805
75,607 73,878
79.452 78,029
~ {5,705) (7.960)
73,747 70,069
.. .. (5,705) e (7 960)%_.
73,747 70,069
150 150
73597, 69,919
73,747 . 70,069

The fi nanc:al statements on pages 9 to 27 were approved and authorised for issue by the Board of Directors on

.. 2019 and signed on its behalf by:

1E Ronald
Director
Company number 01046906

The notes on pages 13 to 27 form an integral part of lhcse financial statements.
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Dyno-Rod Limited

Statement of Changes in Equity for the Year Ended 31 December 2018

At 1 January 2018
Profit for the year

Total comprehensive income

At 31 December 2018

At | January 2017
Profit for the year

Total comprehensive income

At3] December 2017

The notes on pages 13 to 27 form an integral part of these financial statements.
Page 12

Retained
Share capital earnings - ‘Total
£000 - £000 £000
150 69,919 70,069
. i [ 3;678 [ 3r6?8~
- 3,678 3,678
150 73,597 73,747
Retained
Share capital earnings Total
£000 £000 £ 000
150 61,928 62,078
- 7,991 1,991,
- 7,991 7,991
150 69,919 70,069




Dyno-Rod Limited

Notes to the Financial Statements for the Year Ended 31 December 2018

General information

Dyno-Rod Limited (the ‘Company’) is a private company limited by shares, incorporat\ed and domiciled in the
United Kingdom and repistered in England and Wales. The registered office and principal place of business is
Millstream, Maidenhead Road, Windsor, Berkshire SL4 5GD.

The nature of the Company’s operatlons and its principal activities are set out in the Strategu. Report on pages |
to 2. .

Accounting policies

Basis of preparation

The Company financial statements have been prepared in accordance with Financial Reporting Standard 101
Reduced Disclosure Framework (‘FRS 101°). In preparing these financial statements the Company applies the
recognition, measurement and disclosure requirements of International Financial Reporting Standards as
adopted by the EU (‘Adopted IFRSs’), but makes amendments where necessary in order to comply with
Companies Act 2006 and has set out below where advantage of the FRS 101 disclosure exemptions has been

taken.

From 1 January 2018, the following standards and amendments are effective in the Company’s Finaricial
Statements. Their first time adoption did not have a matérial impact on the financial statéments:

« IFRS 9: Financial Instruments '
+ IFRS 15: Revenue from contracts with customers

The impact of adoption of these standards and the key changes to the accounting policies are disclosed below:

IFRS'9: Financial Instruments '
The Company adopted IFRS 9:‘Financial Instruments’ from 1 January 2018. In accordance with the transition

provisions in the Standard, comparatives have not been restated.

Classification of financial assets
IFRS 9 requires the use of two criteria to dctermme the classification of financial asscts the entity’s business

model for the financial assets and the contractual cash flow characteristics of the financial asscts. The Standard
goes on to identify three categories of financial assets - amortised cost; fair value through profit or loss
(FVTPL); and fair value through other comprehensive income (FVOCI). -

¢

Impairment \ :
IFRS 9 mandates the use of an expected credit loss model to calculate xmpalrment lossés rather than an incurred
loss model, and therefore it is not necessary for a credit event to have occurred before credit losses are
recognised. The new impairment model applies to the Company’s financial assets and loan commitmenis. No
changes to the impairment provisions were made on transition to IFRS 9. )

IFRS 15: ‘Revenue from contracts with customers .

The Company adopted IFRS 15: ‘Revenue from contracts with customers’ from 1 January 2018. The primary
impact of application is the revision of'accounting policies to reflect the five-step approach to revenue
recognition required by IFRS 15. The implementation of IFRS 5 did not have a material impact on the

accounts.

S
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Dyno-Rod Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Accounting policies (continued)

Summary of disclosuré exemptions

In these financial statements, the Company has applied the exemptions available under FRS 101 in respect of

the following disclosures:

* + the requirements of IAS 7 ‘Statement of Cash Flows';”

= the statcment of compliance with Adopted [FRSs;

+ the effects of new but not yet effective 1IFRSs;

 prior year reconcitiations for property, plant and cquipmenl and intangible assets;

+ the prior year reconciliations in the number of shares outstanding at the beginning and at the end of the year
for share capital;- -

« disclosures in respect-of related party transactions with wholly-owned subsidiaries in a group;

" disclosures in respect of the compensation of key management personnel; and

« disclosures in respect of capital management.

As the consolidated financial statements of the Cenlrica plc group (the ‘Group'), which are available from its-
registered office, include the equivalent disclosures, the Company has also taken the exemptions under FRS 101
available in respect of the following disclosures:

« certain disclosures required by IAS 36 ‘Impairment of Assets’ in respect of the impairment of goodwill and
indefinite life intangiblc assets;

» certain disclosures required by IFRS 13 ‘Fair Value Measurement’ and the disclosures required by IF RS 7
‘Financial Instruments: Disclosures’ have not been provided apart from those which are relevant for the
financial instruments which are held at fair value;

» certain disclosures required by IFRS 3 ‘Business Combinations’ in respect of business combinations
undertaken by the Company; and

« disclosures of the net cash flows attributable to the operatmg. investing and financing activities of discontinued
operations,

Measurement convention

The financial statements have been prepared on the historical cost basis except for: investments in subsidiaries
that have been recognised at deemed cost on transition to FRS 101; derivative financial instruments, available

" for salc financial assets, financial instrumerits designated at fair value through profit or loss on initial recognition
and the Company's share of the assets of the Group’s defined bencfit pension schemes that have been measured
at fair values; the Company’s share of the liabilities of the Group’s defined benefit pension schemes that have
been measured using the projected unit credit valuation method; and the carrying value of recognised assets and
liabilities qualifying as hedged items in fair value hedges that have been adjusted from cost by the changes in
the fair values attributable to the risks that are being hedged.

Going concern’ _

The financial statements have been prepared on a going concern basis as Centrica plc, the ultimate parent
company, currently intends to support the Company lo ensure it can meel its obligations as they fall due,
provided the Company remains a member of the Group. The Directors have received confirmation that Centrica
plc intends to support the Company for at least one year after the financial statements were aulhorised for issue.

Exemption from preparing group accounts

The financial statements contain information about the Company as an mdxwdual company and do not ¢contain

- consolidated financial information as the parent of a group.The Company is exempt under the section 400 of the
Companies Act 2006 from the requirement to prepare consolidated financial statements as it and its subsuhary
undertakings are included by full consolidation in the consolidated financial statements of its ultlmate
controlling company, Centrica plc

Summary of significant accounting policies and key accounting estimates

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

 Page 14



Dyno-Rod Limited

Notes to the Financial Statemeﬁts for the Year Ended 31 Decelﬁber 2018 (continued)

Accounting policies (continued)
Revenue recognition -
Revenue comprises the fair value of the consideration received or receivable for the sale of goods and provision
of services in the ordinary course of the Company’s aclivities, and is recognised to the extent that it is probable
that the economic benefits will flow to the Company and the revenue can be mcasured reliably. Revenue is
shown net of sales/value added tax, returns, rebates and discounts.

Cost of sales v ] ' .
Cost of sales relating:to fixed-fee service and insurance contracts includes direct labour and related overheads
on installation work, repairs and service contracts in the year. -

Employee share schemes
The Centrica plc group, to which the Company belongs, has a number of eniployee share schemes, detailed in
the Remuneration Report on pages 78-89 and in note S8 to the Group financial statements, under which it makes
equity-settied share;based payments to certain employees. Equity-settled share-based payments are measured at -
. fair value at the date of grant (excluding the effect of non-market-based vesling conditions). The fair value .
determined at the grant date is expensed on a straight-line basis in the Income Statement together with a ’
- corresponding increase in €quity over the vesting period, bascd on the Centrica plc group's estimate of the
number of awards that will vest, and adjusted for the effect of non-market-based vesting conditions.

Fair value is measured using methods appropriate to each of the different schemes detailed in note S8 of the
Group financial statements. ‘

Dividend income
Dividend income is recognised when the right to receive payment is established.

s Leases : : ' -
The determination of whether an arrangement is, or contains, a lease is based on the substance of the
arrangement and requires an assessment of whether the fulfilment of the arrangement is dependent on the use of
a specific asset or assets and whether the arrangement conveys a right to use the asset or assets. Leases are
classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of
ownership to the lessee. All other leases arc classified as operating leases.

- Assets held under finance leases are capitalised and included in property, plant and equipment at their fair value,
or if lower, at the present value of the minimum lease payments, each determined at the inception of the lease.
The obligations relating to finance leases, net of finance charges in respect of future periods, are included within
borrowings, with the amount payable within 12 months included in borrowings within current liabilities.

\

Lease payments arc apportioned between finance charges and reduction of the finance lease obligation so as to
achieve a constant rate of interest on.the remaining balance of the liability. Finance charges are charged directly
against income. .

Payments under operating leases are charged to the Income Statement on a straight-line basis over the term of
the refevant lease.

- Page 15



Dyno-Rod Limited

Notes to the anahciél Statements for the Year Ended 31 December 2018 (continued)

Accounting policies (continued)

Taxation

Current tax, including UK corporation tax, is provided at amounts cxpected to be paid (or recovered) using the
tax rates and laws that have been cnacted or substantively enacted by the reportmg date. Tax is recognised in the
Income Statement, except to the extent that it relates to items recognised in equlty In this case, thc tax is
recogmsed in Lqulty

Deferred tax is recogmsed in respect of all temporary differences identified at the reporting datc, except to the
extent that the deferred tax arises from the initial recognition of goodwill goadwill (if impairment of goodwill is
not deductible for tax purposes) or the initial recognition of an asset or liability in a transaction which is not a
business combination and at the time of the transaction affects neither accounting profit nor taxable profit and
loss. Temporary. differences are differences between the carrying amount of the Company's assets and llabllmes
and their tax base.

Deferred tax is provided on temporary differences arising on investments in subsidiaries, joint ventures and
associates, except where the timing of the reversal of the temporary difference can be controlled and it is
probable that the temporary difference will not reversc in the foresceable future.

Deferred tax assets are recognised only to the extent that it is probable that the deductible temporary differences
will reverse in the future and there is sufficient taxable profit available against which the temporary differences -

can be utilised.

The amount of deferred tax provided is based on the expected manner of realisation or settlement using tax rates
that have been enacted or substantively enacted at the reporting date.

Page 16



Dyno-Rod Limited

Notes to the Financial Stateménts for the Year Ended 31 December 2018 ,(continue_d) :

Accounting policies (continucd)

Other intangible assets

‘Intangible assels acquired separately are-measured on initial recognition at cost. Intangible assets include
application software, the accounting policies for which are dealt with separately below. For purchased
application software, for example investments in customer relationship management and billing systems, cost
includes contractors’ charges, materials, directly-attributable labour and directly-attributable overheads.

Capitalisation begins when expenditure for the asset is being incurred and activities necessary to prepare the
asset for use are in progress. Capitalisation ceases when substantially all the activities that are necessary to
prepare the asset for use are complete. Amortisation commences at the point of acceptance of the asset by the
business. The cost of intangible assets acquired in a business combination is their fair value as at the date of

acquisition.

Following initial recogaition, intangible assels are carried at cost less any accumulated amortisation and any
accumulated impairment losses. The useful lives of intangible assets are assessed to be either finile or indefinite.
Intangible assets with finite lives are amortised over their useful liyfes and are tested for impairment annually,
otherwise they are assessed for impairment whenever there is an indication. that the intangible asset could be
impaired. The amortisation period and the amortisation method for an intangible asset are reviewed at least at
each financial year end. Changes in the expected useful life or the expected paitern of consumption of future
economic benefits embodied in the asset are accounted for on a prospective basis by changing the amortisation
period or method, as appropriatc, and treated as changes in accounting estimates.

Intangible assets are derecognised on disposal, or when no future economic benefits are expected from their use.

Intangible assets with indefinite useful lives are tested for impairment-annually, and whenever there is an
indication that the intangible asset could be impaired, either individually or at the CGU level. Such intangibles
are not amortised. The useful life of an intangible asset with an indefinite useful life is reviewed annually to
determine whether the indefinitc life assessment continues to be supportable. If not, the change.in the usetul life
assessment from indefinite to finite is made on a prospective basis.

Amortisation of intangible assets
" Intangible assets subject to amortisation is provided so as to wnte off' the cost, less any estimated rcsidual value;
over their expected useful economic life as follows:

Asset class : Amortisation method and rate

Contractual customer relationships Straight line, ﬁp t0 20 years

Cp plication software . Straight line, up to 15 years
teences Straight line, up to 20 years
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- Dyno-Rod Limited

Notes to the Final;cial Statements for the Year Ended 31 December 2018 (continued)

Aécounting policies (continued) - -

Property, plant: and equlpment (PP&E) .

PP&E is included in the Statement of Financial Position at cost, less accumulated deprecnatlon and any
provisions for impairment. The initial cost of an asset comprises its purchase pnce or construction cost and any
costs directly attributable to bringing the asset into operation. The purchase price or construction cost is the
aggregate amount paid and the fair value of any other consideration given to acquire the asset.

Subsequent cxpenditure in respect of items of PP&E such as the replacement of major parts, major inspections
or overhauls, are capitalised as part of the cost of the related asset where it is probable that future economic
benefits will arise as a result of the expenditure and the cost'can be reliably measured. All ‘other subsequent

_ expenditure, including the costs of day-to-day servicing, repairs and maintenance, is expensed as incurred.

Freehold land is not depreciated. Othcr PP&E, with the exception of upstream production assets (for which the
‘unit of production method® is used), are depreciated on a straight-line basis at Tates sufficient to writc off the
cost, less estimated residual values, of individual assets over their estimated useful lives.

Depreciation of PP&E
The depreciation periods for the principal categories of assets are as follows:

Asset class _ Depreciation method and rate
Freehold and leasehold buildings . Straight line, up to 50 years

Plant . - Straight line, between § and 20 years
Equipment and vehicles Straight line, between 3 and 10 years ~

Assels held undu finance leases are depreuated over their expected useful lives on the same basns as for owned
assets, or where shorter, the lease term.

The carrying values of PP&E are tested annually for impairment and arc réviewed for inipairment when events
or changes in circumstances indicate that the carrying value may not be recoverable. Residual values and useful
lives are reassessed annually and if necessary changes are accounted for prospectively.

Investments in submdnanes
Fixed asset investments'in subsidiaries are held at deemed cost on transition to FRS 101 and in au.ordance \vxth
IAS 27, less any provision for impairment as necessary.

Inventories

Inventories are valued at the lower of cost and estimated net realisable value after allowance for redundant and
slow-moving iterns. Inventories of gas and oil are valued oh an average weighled basis, at the lower of cost and
net realisable value.

Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past
event, that can be measured reliably, and it is probable that the Company will be required to settle {hat
obligation. Provisions are measured at the best estimate of the expenditure required to settle the obligation at the
- balance sheet date, and are discounted to present value where the effect is material. Where discounting is used,
the increase in the provision due to the passage of time is recogmsed in the income statement within interest
expense. :
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Dyno-Rod Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Accounting policies (continued)

Pensions and other post-employment benefits

The Company’s employees participate in a number of the Group’s defined benefit pension schemes. The total
Group'cost of providing benefits under defined benefit schemes is determined separately for each of the Group’s
schemes using the projected unit credit actuarial valuation method. Actuarial gains and losses are recognised in
the period in which they occur. The key assumptions used for the actuarial valuation are based on the Group’s
best estimate of the variables that will determine the ultimate ‘cost of providing post-employment benefits, on

- which further detail is provided in note 22 to the Group financial statements. The Company’s share of the total
Group surplus or deficit at the end of the reporting period for each scheme is calculated in proportion to the
Company’s share of ordinary employer contributions into that scheme during the year; ordinary employer
contributions are determined by the pensionable pay of the Company’s employees within the scheme and the
cash contribution rates set by the scheme trustees. Current service cost is calculated with reference to the
pensionable pay of the Company’s employees. The Company’s share of the total Group interest on scheme
liabilities, expected return on scheme assets and actuarial gains or losses is calculated in proportion to ordinary
employer contributions in the prior accounting period. Changes in the surplus or deficit arising as a result of the
changes in the Company’s share of total ordinary employer contnbuuons are also treated as acluana] gains or

losses.

Payments to defined contribution retirement benefit schemes are recognised in the Company’s Income
Statement as they fall due.

Impairment

The carrying amounts of the Company s non-financial assets, other than investment property, inventories and
deferred tax assets, are reviewed at each reporting date to determine whether there is any indication of
impairment. Ifany such indication exists, then the asset’s recoverable amount is estimated. For goodwill, and
intangible assets that have indefinite useful lives or that are not yet available for use, the recoverable amount is

estimated each year at the same Umc

The recoverable amount of an asset or cash-generating unit (‘CGU’) is the greater of its value in use and its fair
value less costs of disposal. In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the time value of moncy
and the risks specific to the asset. For the purpose of impairment testing, asséts that cannot be tésted individually
are grouped together into the smallest group of assets that generates cash inflows from continuing use that are
largely independent of the cash inflows of other assets or groups of assels (the CGU). The goodwill acquired in
a business combination, for the purpose of impairment testing, is allocated to CGUs.

An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated
rccoverable amount. Impairment Josses are recognised in profit or loss. An impairment loss in respect of

- goodwill shall not be reversed in a subsequent period. In respect of other assets, impairment losscs recognised in
prior periods are assessed at each reporting date for any indications that the loss has decreased or no longer
exists. An impairment loss is reversed if there has been a change in the estimates used to determine the .
’recov‘erable amount.’

The Company provides for impairments of financial assets when there is objective evidence of impairment as a
result of events that impact the estimated future cash flows of the financial assets. :
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Dyno-Rod Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Accounting policies (continued)

Financial assets and liabilities )

Financial assets and financial liabilities are recognised in the Company's Statement of Financial Position when
the Company becomes a party to the contractual provisions of the instrument. Financial assets are de-recognised
when the Company no longer has the rights to cash flows, the risks and rewards of ownership or control of the
asset. Financial liabilities are de- recogmsed when the obligation under the liability is discharged, cancelled or

expires.
;

a) Trade and other receivables
Trade receivables arc amounts due from customers for merchandise sold or services performed in the ordinary
course of business.

Trade receivables are initially recognised at fair value, which is usually the original invoice amount, and are
subsequently held at amortised cost using the effective interest method less an allowance for impairment losses.
Changes in the Company’s impainment policy as a result of the application of IFRS 9 are shown above.
Balances are written off when recoverability is assessed as being remote. If collection is due in one year ot less,
receivables are classified as current assets. If not they are presented as non-current assets. ‘

b) Trade and other payables ’ '
Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers.

Trade payables are initially recognised at fair value, which is usually the original invoice amount and are
subsequently held at amortised cost using the EIR method (although, in practice, the discount is often
immaterial). If payment is due within one year or less payables are classificd as current liabilities. 1f not, they
are presented as non-current liabilities.

c) Share capital

.Ordinary shares are classified as equity. Equity instruments are measured at the fair value of the cash or other
resources received or receivable. Incremental costs directly attributable to the issue of new shares are shown in
equity as a deduction from the proceeds received. Own equity instruments.that are re-acquired (lreasury or own
shares) are deducted from equity. No gain or loss is recognised in the Company's Income Statement on the
purchase, sale, issue or cancellation of the Company’s own equity instruments.

d) Cash and cash equivalents

Cash and cash equivalents comprise cash in hand and current balances with banks and similar institutions, which
are readily convertible to known amounts of cash and which are subject to insignificant risk of changes in value
and have an original matui'ity of three months or less. - .

,

e) Loans and other borrowings
All interest-bearing and interest free loans and other borrowings are initially recognised at fair value net of
directly atiributable transaction costs. After initial recognition, these financial instruments are measured at
amortised cost using the effective interest method, except when they are the hedged item in an effective fair
value hedge relationship where the carrying value is also adjusted to reflect the fair value movements associated
with the hedged risks. Such fair value movements are recogmsed in the Company’s Income Statement.

. Amortised cost is.calculated by taking into account any issue costs, discount or premium, when applicable.
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Dyno-Rod Limited

Notes to the Financial Statements for the Year Ended 31 Degembcr 2018 tcontinued) ‘

Accounting pblicies (continue&)

Critical accounting judgements and key sources of estimation uncertainty

In the application of the Company’s accounting policies, the Directors are required to make judgements,
estimates and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from
other sources. The estimates and associated assumptions are based on historical experience and other factors that
are considered to be relevant. Actual results may differ from these estimates. There are no critical accounting

- judgements or estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised if the revision affects only that period, or in the
period of revision and future periods if the revision affects both current and future periods.

Revenue

The analysis of the Company's revenue for the year from continuing operations is'as follows:

2018 2017
£000 £000°
Plumbing 54,897 52,900
Drains 16,971 o JT,931
71,868 70,831
All sales were made in the United Kingdom and Ireland.
Analysis of costs by nature.
2018 2017
Other ] Other
Cost of  operating Total Cost of  operating Total
sales costs costs sales ~costs costs
£000 £000 £000 £000 - £000 £000
Depreciation, amortisation, ’ . .
impairment and write-downs .- 1,116 1,116 - 1,269 1,269
Employee costs . : ‘ - 5,380 5,380 - 5,619 5,619
Enginecring costs - 53,903 b 53,903 48918 - 48,918
Impairment of trade receivables - 35 35 - (20) (20)
Other opérating costs e 10296 10,296 - 7685 7685
Total operating eosts by nature 53,903 16,827 70,730 48,918 14,553 . 63,471
Other income
The analysis of the Company’s other gains and losses for the year is as follows: -
.o : ’ 2018 2017
£000 £000
823 393

_Franchise recharges
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Dyno-Rod Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Auditors' remuneration -

The Company paid the foll’owing' amounts to its auditors in respect of the audit of the financial statements

provided to the Company.
' 2018 2017

£ 000 £000
Audit fecs o ) 30 30

Auditors® remuneration relates to fees for lhe audit of the financial statements of the Company.

The Company has taken advantage of the exemption not to disclose amounts paid for non-audit services as these
are disclosed in the Group financial statements of its ultimate parent, Centrica plc.

Employees’ costs

The monthly average number of persons employed by the Company (including directors) durmg the year,

analysed by category was as follows: .
2018 2017

Average no. of  Average no. of
_ employees employees -°
Administration and support . . . - 72 - '
Sales, marketing and distribution . . I SR
106

The aggregate employee costs (including Directors' remuneration) were as follows: :
2018 2017

, ' . . £ 000 £ 000
Wages and salaries ) ) . 3,929 4,121
Social security costs i . o : 423 . 512
Pension and other post-employment benef' ts . . 501 ) 462
Share-based payment expenses ‘ ’ 59 : 7

. Other employee expense o 48 . . 317
' ' 5,380 5,619
Net finance inc"ome/cost
Finance income . .
2018 2017
. ] £000 . £000°
Interest income from amounts owed by Group undertakings 2,558 2,145

Income tax

Tax charged/(credited) in the income statement
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Dyno-Rod Limited

* Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)/

Income tax (continued)

2018 © 2017

£ 000 £000
Current taxation o .
UK corporation tax at 19.00% (2017: 19.25%) ' . 856 1,907
Deferred taxation - ‘ '
Arising from origination and reversal of temporary-differences - current
year 2 ) )
Arising from changes in lax rates and laws ) ( l7) 2
Total deferred taxation - S ‘ e e (15) st S

) .
Tax expense in the income statement 841

The main rate of corporation tax for the year to 31 December 2018 was 19% (2017: 19.25%). The corporation
tax rate will reduce to 17% with effect from 1 April 2020. The deferred tax assets and liabilities included in
these financial s(atcmenls arc based ontax rates having regard to their reversal profiles.

The differences between the taxes shown above and the amounts calculated by applymg the standard rate of UK
corporanon tax to the proﬁt before tax are reconciled below:

N 2018 2017
£000 £000
Profit before tax 4,519 ) .9,898.
Tax expense at standard UK rate of 19.00% (2017: 19.25%) 859 1,905
E[fecls af:
Increase (dectease) arising from group relief tax reconciliation i 2n (€3))
Increase (decrease) from transfer pricing adjustments 20 31
Deferred tax expense (credit) relating to changes in tax rates or laws N A Y)) - 2
841 1,907

Total income tax expense

Deferred tax assets and (liabilities)
The movements in respect of the deferred income tax assets and Ilabllmes that occurred during the financial year

are as follows:
Accelerated tax

depreciation
. (corporation
i/ . tax) /

‘ - o £000

1 January 2017 ‘ ) ’ 123
Charged/(credited) to the income statement T | 5
31 December 2017 . . 141
Charged/(credited) to the income statement ‘ 15
156

31 December 2018 '
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'Dyno-Rod Limited

_ Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

y

10 Property, plant and equipment

~ Computer
equipment
£000
Cost ' !
At | January 2018 . 3,009 .
Disposals : : ' . (1,456)
At 31 December 2018 ' ) . .. ..1,5583
Accumulated Depreciation ' '
At 1 January 2018 . 2,892
Depreciation charge for the year o : ’ 93
Disposals ’ (l,456) .
At 31 December 2018 ' 1,529
Carrying amount
At 31 December 2018 c ’ ' o 24
At 31 December 2017 ' : ‘ 1
11 Intangible assets
’ Application
software
£000
Cost ) . -
At 1 January 2018 ' 7,611
Additions 3 e e 2833
At 31 December 2018 : : N X
Amortisation ‘
At | January 2018 ' 3,777
Amortisation _ 1022
At 31 December 2018 - . ' - 4799
Carrying amount - _ S
At 31 December 2018 - ‘ 3,665
At 31 December 2017 _ ' ' 3834
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: _Dyno-Rod’Limited

12

Notes to the Financial Statements for the Year Ended 31 December 2018 (coritinu'cd)

Investments in subsidiaries

Shares in.
Group
"undertakings
. (subsidiaries)
Equity investments } ] £ 000

Net book values

At 1 January 2018 ana 31 December 2018

- Details of the equity interests of the Company in its subsidiaries undertakings are as follows as at 31 December-

2018:
Country of
incorporation
and principal Proportion of
- Class of place of " ownership interest and
_Name of subsidiary Principal activity shares held business voting rights held
' 2018 2017
“Dyno Developments Dormant company 100% . England and 100% 100%
Limited ordinary Wales ]
Dyno-Plumbing Dormant company 100% England and 100% 100%
Limited : ordinary Wales
Dyno-Services Dormant company - 100% England and 100% 100%
Limited N * ordinary © Wales “
Dyno-Security - Dormant company 100% England and 100% 100%
Scrvices Limited T ordinary Wales

Al subsidiaries are registered at Millstream, Maidenhead Road, Windsor, Berkshire, United Kingdom. SL4

5GD. ,_ :
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Dyno-Rod Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

13 Trade and other rec’eivablés- )
‘ 2018 ) 12017

"Current Current Non-current
. . £ 000 £000 : £000

Trade receivables , 3,293 - 3374 ' -
Provision for impairment of trade receivables (1.367). (.652) - .. .. -
Net trade receivables \ : ) : - 1,926 1,722 -
Amounts owed by Group undertakings _ 58,768 55,486 - -
Other receivables . ’ 457 603 : 59
Accrued income - _ 511 62 . -

61,662 58,073 ' 59

The amounts owed by Group undertakings have been presented on a net basis as there is a right of offset against
certain amounts. Included within the net amounts owed by G\roup undertakings disclosed above is £53,409,000
(2017: £46,476,000) that bears interest at a quarterly rate determined by Group Treasury and linked to the Group
cost of funds. The quarterly rates ranged between 3.72 and 4.13% per annum during 2018 (2017: 3.66 and
3.86%). The other net amounts owed to by Group undertakings are interest-frce. All amounts owed by Group
undertakings are unsecured and repayable on demand. '

14 Trade and other payableé ) )
’ 2018 2017

. Current Current
: ) £000 £000
Trade payables 576 1,893
Amounts owed to Group undertakings 3,391 ' 4,641
Accrued expenses and deferred income , 1,191 873
Social security and other taxes e AT . .553.
' 5,705 7,960

The amounts owed to Group undertakings have been presented on a net basis as there is a right of offset against
certain amounts owed by Group undertakings. All net amounts owed to Group undertakings are interest-free,
unsecured and repayable on demand.
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Dyno-Rod Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

15 Post-employment benefits

. (a)Defined benefit pension schemes

The Company's employees participate in a number of Group defined benefit.pension schemes. Information on
these schemes is provided in note 22 to the Group financial statements. The Company is unable to accurately
identify its share of the overall pension seheme surplus or deficit and therefore accounts for the schemes as if
they were a defined contribution scheme. Contributions payable of £278,000 (2017: £304,000) were recognised
as an expense payable in the ln,come Statement. )

(b)Defined contribution pension scheme

" The cost charged to the Income Statement of £223,000 (2017: £158,000) représents the Company's share of
contributions due to the scheme by the Group at rates specified in the rules of the scheme.

16 Capital and reserves
Allotted, called up and folly paid shares

2018 ' 2017 -
No. 000 £000 - No. 000 £000°

Ordinary shares of £1 each 150 ) 150 150 150

Retained Earnings '
The balance classified as retained eaming includes the profits and losses realised by the Company in previous
periods that were not distributed to the shareholders of the Company at the reporting date. .

17 Parent and ultimate parent undertaking

The immediate parent undertaking is British Gas Services Limited, a company registered in England and Wales.

The ultimate parent and controlling party is Centrica plc, 2 company registered in England and Wales, which is
the only company 16 include these financial statements in its consolidated financial statements. Copies of the
Centrica plc consolidated financial statements may be obtained from www.centrica.com.

The financial statements can also be obtained from the following address:

Mitlstream
Maidenhead Road
Windsor

Berkshire

SL4 5GD .
England and Wales
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