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Ovo Energy Limited

Director’s report and financial statermnents
For the year ended 30 June 2011

Director’s report

The Director presents his report and the audited financial statements for the year ended 30 June 2011
Principal activities

The principal activity of Ovo Energy Limited 1s the sale of electncity and gas to mainly domestic customers around the United
Kingdom

The comparative period reflected m these financial statements represents the 14 month penod from incorporation to 30 June 2010
Ovo Energy Limuted (the “Company™) 1s a company incorporated and domiciled in the Umited Kingdom

The Company’s registered office and principal place of business 1s Wellington House, Kemble Enterprise Park, Kemble,
Cirencester, GL7 6BQ

Business review
The results for the year and the financial position of the Company are shown 1n the following financial statements

Ovo Energy commenced trading in September 2009 and 1t has expenenced strong customer growth 1n the two operating periods
covered by these financial statements with around 40,000 customers as at 30 June 2011 (2010 around 20,000) During the vear
to 3G June 2011, the company continued to strengthen :its team with the appointment of a number of managers including an
Information Systems Director Also, during the course of the year, the in-house trading system was further developed and the
customer service team augmented

Revenue for the year was £37 4m (2010 £103m) Dunng the first operating period, our new customers were on fixed price
contracts for 12 months from the date they joined Ovo Dunng the year to 30 June 2011, more customers moved onto our
vanable tanffs at the end of their first 12 months with Ovo

Administrative expenses were £5 2m (2010 £2 2m) dunng the year There has been continual investment in staff and in IT so
that the Company can continue in 1ts vision to provide the best possible service to 1ts customers, a cornerstone of the Company’s
mission  This investment has resulted 1n the Company making a loss for the year of £1 2m (2010 £0 6m), and the Director views
this as a consequence of supporting the continued growth of the business Customer numbers have now grown to a level that the
Director expects the Company to be profitable in the 2012 calendar year

The Durector monitors the Key Performance Indicators of the Company on a regular basis There 15 daily Management
Information reporting that 1s 1ssued to all senior management as well as the monthly management accounis Important metrics
include customer acquisihon and customer losses, volumes sold of gas and electricity, revenue and cost of sales per unit,
operating results, bank balance and payroll costs

Future Developments

The Company’s financial performance continues in line with expectations and since the year end customer numbers have grown
significantly, increasing year end levels to in excess of 91,000 in March 2012 The senior team has been further augmented, in
particular with the appomntment of an HR Director to drive continued improvement 1n our work place

The Director believes that Company remams well positioned i the market place with a differentiated offer For further
mformation, visit our website www ovoenergy com

Principal risks and uncertainties

The pnincipal nsks and uncertainties unpacting the Company relate to the wholesale price of gas and electricity, price pressure
from competitors and bad debt nsk The Company aims to manage risk by securing gas and electncity under forward contracts
and by placing customers on fixed price contracts By collecting monthly Direct Debits from our customers, the Company plans
to keep bad debts t0o a mirumum, however, this 1s an area to which close attention 1s being paid with the cuwtent national
economic climate likely to cause household budgets to become more stretched 1n the comung months Whilst the Company
currently has no borrowing, the Director 15 careful to manage capital to ensure that the business grows 1n a sustainable manner

By secuning gas and clectricity under forward contracts the Company may be required te place margin calls 1f the mark to market
value of the contracts moves adversely Such margin calls could put a stramn on the company's liquidity and therefore the
company has put 1n place a surety bond 1n favour of 1ts main supplier which removes the need to place margin calls for the first
£5 million of mark to market movements The director believes that this 1s currently an adequate level of cover to ensure that the
company maintains sufficient liquidity to cover operational requirements but will look to increase this cover as necessary as the
business continues to grow
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Director’s report (conunued)

Research and development

The Company undertook no research and development dunng the year (2010 £mul)
Proposed dividend

The Dhrector does not recommend the payment of a final dividend {2010 £ml) No interim dividend was paid dunng the year
(2010 £170,000)

Policy and practice on payment of creditors

The Director requires the Company to perform to high standards of commercial practice Its policy 1s to comply with the terms of
payment agreed with a supplier Where terms are not negotiated, the Company endeavours to adhere to the suppler’s standard
terms

At the year end, there were 23 (2010 26) days of purchases 1n trade payables (excluding transactions between compames in the
Ovo group)

Director

The Director who held office during the yvear was as follows

Stephen Fitzpatrick

Employees
The average number of staff for the year was 50 (2010 15)
Political and charitable contributions

The Company made charitable donations of £1,445 (2010 £158) dunng the year The Company does not make political
donations nor incur political expenditure

Disclosure of information to auditors

The Director who held office at the date of approval of this Director’s report confirms that, so far as he 1s aware, there 15 no
relevant audit information of which the Company’s auditors are unaware, and he has taken all the steps that he ought to have
taken as a director to make himself aware of any relevant audit information and to establish that the Company’s auditors are
aware of that information
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Director’s report (continued)

Director’s responsibilities statement

The Durector 15 responstble for prepanng the Darector’s Report and the financial statements in accordance with applicable law
and regulations

Company law requires the Director to prepare financial statements for each financial year Under that law the Director has
prepared the financial statemenis i accordance with International Financial Reporting Standards (IFRSs) as adopied by the
European Union Under company law the Director must not approve the financial statements unless he 1s sausfied that they give a
true and fair view of the state of affairs of the Company and of the profit or loss of the Company for that penod In preparing
these financial statements, the Director 1s required to

e select suitable accounting policies and then apply them consistently,

*  make judgements and accounting estimates that are reasonable and prudent,
prepare the financial statements on the going concem basis unless 1t 1s inappropnate to presume that the Company will
continue n business

The Director 1s responsible for keeping adequate accounting records that are sufficient to show and explain the Company’s
transactions and disclose with reasonable accuracy at any time the financial position of the Company and enable them to ensure
that the financial statements comply with the Companies Act 2006 He 1s also responsible for safeguarding the assets of the
Company and hence for taking reasonable steps for the prevention and detection of fraud and other uregulanties

Corporate Governance

The Director 1s mindful of Corporate Governance and continues to work with advisers on how io enhance levels of governance
that are appropniate for the current size of the Ovo group of companies

Auditors

The auditors, PricewaterhouseCoopers LLP, have expressed therr willingness to continue 1n office

By order of the board on 26™ Apnl 2012

Stephen Fitzpatrick Wellington House, Kemble, Gloucestershire GL.7 6BQ
Director




Independent Auditors’ Report to the members of Ovo Energy Limited

We have audited the financial statements of Ovo Energy Linuted for the year ended 30 June 2011 which compnise the Statement
of Comprehensive Income, the Statement of Financial Position, the Statement of Changes in Equity, the Statement of Cash Flows
and the related notes The financial reporting framework that has been applied in their preparation 1s applicable law and
International Financial Reporting Standards (IFRSs) as adopted by the European Union

Respective responsibilities of directors and auditors

As explained more fully in the director’s responsibilities statement on page 5, the director 1s responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view Our responsibility 1s to audit and express an
optmon on the financial statements in accordance with applicable law and International Standards on Auditing (UK and [reland)
Those standards require us to comply with the Auditing Practices Board’s Ethical Standards for Auditors

This report, including the opinions, has been prepared for and only for the Company’'s members as a body 1n accordance with
Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose  We do not, 1n giving these opinions, accept or assume
responsibility for any other purpose or to any other person to whom thus report 1s shown or into whose hands 1t may come save
where expressly agreed by our pnior consent in wniting

Scope of the audrtt of the financial statements

An audit involves obtairung evidence about the amounts and disclosures in the financial statements sufficient to give reasonable
assurance that the financial statements are free from matenal misstatement, whether caused by fraud or error This includes an
assessment of whether the accounting policies are appropnate to the Company’s circumstances and have been consistently
applied and adequately disclosed, the reasonableness of sigmificant accounting estimates made by the directors, and the overall
presentation of the financial statements In addition, we read all the financial and non-financial informanon in the annual report to
idenufy material nconsistencies with the audited financial statements If we become aware of any apparent material
misstatements or tnconsistencies we consider the implications for our report

Opimon on financial statements
In our opinion the financial statements

¢ give atrue and fair view of the state of the Company’s affairs as at 30 June 2011 and of its loss and cash flows for the year
then ended,

s have been properly prepared in accordance with [FRSs as adopted by the European Unmion, and

e  have been prepared 1n accordance with the requirements of the Compantes Act
2006

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given n the Director’s Report for the financial peried for whach the financial statements are
prepared 1s consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report te you 1f, 1n
our opinion

*  adequate accounting records have not been kept, or returns adequate for our audit have not been recerved from branches not
visited by us, or
the financial statements are not in agreement with the accounting records and retums, or
certain disclosures of directors’ remuneration specified by law are not made, or
we have not recetved all the information and explanations we require for our audit

Y4

—
Paul Nott (Semior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP, Chartered Accountants and Statutory Auditors
East Midlands

27 ,ga;/ 201
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Statement of Comprehensive Income
Jor the year ended 30 June 2011
Note For the year For the 14
ended 30  month penod
June 2011  ended 30 June

2010

£000 £000

Revenue 1,2 37,463 10,315
Cost of sales (33,458) (8,609)

Gross profit 4,005 1,706
Administrative expenses 1,34 (5,202) {2,243)
Operanng loss (1,197) (537)

Finance income 6 6 56
Finance expense 6 (49) (89)
Loss before tax (1,240) (570)

Taxation 7 - -
Loss for the year attnbutable to equity shareholders (1,240) (570)

All amounts relate to continuing operations There 1s no other comprehensive income other than the loss for the year

The notes on pages 11 to 28 form part of these financial statements




Statement of Financial Position
at 30 June 2011

Non-current assets
Property, plant and equipment
Intangible assets
Investment tn subsidharies

Current assets
Inventories
Trade and other recevables
Cash and cash equivalents
Dervative financial instruments

Total assets

Current Liabilities
Trade and other payables
Derwvative financial instruments

Total rabiliies

Net iabiliies

Equuy attributaeble to equity holders of the parent

Share capital
Share premium
Retained earnings

Total deficit

11
12
13
14

15
14

16

16

Ovo Energy Limited
Director’s report and financial statements
For the year ended 30 June 2011

2011 2010
£000 £000
265 63
570 218
835 281
869 519
20,925 5,135
784 306
470 -
23,048 5,960
23,883 6,241
25,598 6,931
215 -
25813 6,931
25,813 6,931
(1,930) (690)
50 50
(1,980) (740)
(1,930) (690)

These financial statements were approved by the director on 26™ April 2012 and were signed by

e

Stephen Fitzpatrick
Director

Company registered number 06890795

The notes on pages 11 to 28 form part of these financial statements




Statement of Changes in Equity

Equity at incorporation 29 Aprl 2009

Loss for the period

1ssue of shares
Dividends

Total contrbutions by and distributions to owners

Balance at 30 June 2010

Equity at 1 July 2010

Loss for the period

Balance at 30 June 2011

The notes on pages 11 to 28 form part of these financial statements

Note

16

16
16

16

Ovo Energy Limuted
Director’s report and financial statements
For the year ended 30 June 2011

Share Share Retained Total
capital premiom earnings equity
£000 £000 £000 £009

- - (5370 (370}

- - (570) (570)
- 50 - 50

- - (170) (170)

- 50 (170) (120)

- 50 (740) (690)

- 50 (740) (690)

- - (1,240) (1,240)

- 50 (1,980) (1,930)




Statement of Cash Flows
JSor the year ended 30 June 2011

Cash flows from operating activities
Loss for the year
Adyustments for
Depreciation, amortisation and impairment
Financial income
Financial expense
Loss on disposal of assets
Unreahsed gain on denvative financial instruments

Increase 1n trade and other receivables
Increase in inventories
Increase 1n trade and other payables

Net cash inflow from operating activities

Cash flows from investing activities
Proceeds from sale of plant, property and equipment
Interest received
Acquisition of property, plant and equipment
Acquisition of other intangible assets

Net cash outflow from investing activities

Cash flows from financing activities
(Repayment)/proceeds from director’s loan
Proceeds from the 1ssue of share capital
Interest pard
Dividends paid

Net cash outflow from financing activities

Net increase 1n cash and cash equivalents
Cash and cash equivalents at 1 July 2010

Cash and cash equivalents at 30 June 2011

The notes on pages 11 to 28 form part of these financial statements

Ovo Energy Limited
Director’s report and financial statements
For the year ended 30 June 2011

Note For the year For the 14
ended 30 month penod
June 2011 ended 30
June 2010
£000 £000
(1,240) (570

8.9 288 61
6 (6) (56)
6 49 89
1 -

14 (255) -
(1,163) (476)
12 (15,790) {5,080)
11 (350) (519)
6,15.20 18,768 6,774
1,465 699

1 -

6 6 1
8 (314) (94)
9 (530) (248)
(837) (341)

20 (66) 70
16 - 50
6 (84) (2)
16 - (170)
(150) (32)

478 306

306 -

i3 784 306

10
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Notes
(ferming part of the financial statements})

1 Accounting polictes

The principal accounting policies are summarised below

General information

Ovo Energy Limited (the “Company™) 15 a company incorporated and domiciled in the United Kingdom
The nature of the Company’s operations and 1ts principal activities are set out in the Director’s Report

The Company’s registered office and principal place of business 15 Wellington House, Kemble Enterpnse Park, Kemble,
Cirencester, GL7 6BQ

Basis of preparation

The Company financial statements have been prepared and approved by the director 1n accordance with International Financial
Reporting Standards as adopted by the European Umion (“Adopted IFRSs™) and IFRIC interpretations and with the Companies
Act 2006 apphcable to companies reporting under IFRS The accounting policies set out below have, unless otherwise stated,
been applied consistently in these financial statements

The financial statements contain mformation about Ovo Energy Limited as an individual company and do not contain
consolidated financial information as the parent of Ovo Electncity Limited and Ove Gas Limited The Company has taken
advantage of the exemption under section 400 of the Companies Act 2006 from the requirement to prepare consolidated financial
statements as it and 1its subsidiary undertakings are included by full consolidation 1n the consohdated financial statements of 1ts
parent, Ovo Group Limited, a company incorporated in England and Wales

In the current year, the Company has adopted all applicable IFRS and interpretations which have been endorsed by the EU
(IFRS) and which are relevant to its operations and effective for accounting periods beginning on 1 July 2010

The financial statements are prepared on the historical cost basis, except for dervative financial instruments that have been
measured at fair value Non-current assets are stated at the lower of previous carrymng amount and fair value less costs to sell

Functional and presentation currency

Ttems included in the financial statements are measured using the currency of the pnmary economic environment in which the
entity operates (‘the functional currency’) The financial statements are presented mn ‘Pounds Sterhng’ (£), which 1s the
Company’s functional and the Company’s presentation currency

Going concern

The Company made a loss during the year Although the Company has been loss making and has net habihties, the financial
statements have been prepared on a going concern basis The Company faces a number of risks which could impact its hquidity
and hence 1ts ability to continue as a going concern As described in note 18, action has been taken to mitigate these nsks and the
Company has the ability to take further actions should the need anse The director has reviewed the business plan of the
Company as a whole and beheves that the Company has adequate financial resources to meet 1ts debts as they fall due for the
foreseeable future

Derivatives and other financial instruments

The Company uses commodity purchase contracts to hedge 1ts exposures to fluctuattons 1n gas and electricity commodity prices
When commodity purchase contracts have been entered nto as part of the Company’s normal business activity, the Company
seeks to classify them as ‘own use’ contracts and cutside the scope of IAS 39 This 15 achieved when

- A physical delivery takes piace under all such contracts,
- The volumes purchased or sold under the contracts corresponds to the Company’s operating requirements and
- The contracts are not considered as wnitten options as defined by the standard

Commodity purchase contracts not qualifying as ‘own use which also meet the defimtion of a denvative are within the scope of
IAS 39 as denvanve financial instruments This inctudes both financial and nen-financial contracts

Denvatives and other financial mstruments are measured at fair value on the contract date and are re-measured to far value at
subsequent reporting dates Changes 1n the fair value of denivatives and other financial instruments are recognised 1n the mcome
statement as they anse

Non-derivative financial instrumenis

Non-denvative financial instruments compnse investments in equity and debt secunties, trade and other recervables, cash and
cash equivalents, loans and borrowings, and trade and other payables
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Notes (continued)

Trade and other receivables

Trade and other receivables are recognised 1mitially at fair value Subsequent to initial recognition they are measured at amortised
cost using the effective interest method, less any impairment losses

Trade and other payables

Trade and other payables are recogmsed wutially at far value Subsequent to mmtal recogmuion they are measured at amortised
cost using the effective interest method

Investments in debt and equity securities
Investments 1n subsidianies are carnied at cost less impairment charges
Cash ard cash equavalents

Cash and cash equivalents comprnise cash balances and call deposits Bank overdrafis that are repayable on demand and form an
integral part of the Company’s cash management are included as a component of cash and cash equivalents for the purpose only
of the cash flow staternent

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs Subsequent to initial
recognition, interest-bearing borrowings are stated at amortised cost using the effective interest method, less any impairment
losses

Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and aceumulated impairment losses

Where parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items of
property, plant and equipment

Depreciation 15 charged to the income statement on a straight-line basis over the estimated useful hves of each part of an 1tem of
property, plant and equipment Land 1s not depreciaied The estimated useful hives are as follows

¢ Leasehold property 3 years
e [T hardware equipment 3 years
e  Fixtures, fitings and office equipment 2 to 3 years

Depreciation methods, useful hives and residuat values are reviewed at each balance sheet date

Intangible assets and goodwill

Intangible assets

Expenditure on internally generated goodw:ll and brands 1s recogmised in the income statement as an expense as incurred

Intangible assets that are acquired by the Company are stated at cost less accumulated amortisation and less accumulated
impairment losses

12
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Notes (continued)

| Accounting policies (continued)
Intangible assets and goodwill (continued)
Amortisation

Amorusation 1s charged to the income statement on a straight-line basis over the estimated useful hives of intangible assets unless
such lives are indefinite Intangible assets with an indefinite useful life and goodwall are systematically tested for impairment at
each balance sheet date Other intangible assets are amortised from the date they are available for use The estimated useful lives
are as follows

s T software 3 years

*  Trademarks indefinite life
*  Industry accreditation indefinite life
Inventories

Under the provisions of the Utiliies Act 2000, all elecinicity suppliers are required to procure a set percentage of their supplies
from accredited renewable electricity generators This obligation can be fulfilled by the purchase and surrender of Renewables
Obligation Certificates (ROCs) enginally 1ssued 1o generators, or, by making payment to Ofgem who then recycle the payments
to purchasers of ROCs In addition to the regulatory requuements, Ovo Energy Limited surrenders additional ROCs to
demonstrate 1ts environmental credentials transparently The accounting polhicy distinguishes between the cost of the Company’s
obligations within the regulatory regime and the tactical disposition towards purchasing and helding ROCs  The cost obhigation
1s recogrused as 1t anses and charged to the income statement for the penod to which the charge relates as a reduction n gross
margin Gans or losses on disposal of ROCs are included 1n the income statement as and when they erystallize The stock of
ROCs carried forward 1s valued at the lower of cost and estimated net realisable value Cost 1s based on the first-in first-out
principle

Impairment excluding inventories and deferred tax assets
Financial assets (including receivables)

A financial asset not carried at farr value through profit or loss 1s assessed at each reporting date to determine whether there 1s
objective evidence that 1t 1s smpaired A financial asset 1s impaired 1f objective evidence indicates that a loss event has occurred
after the inihal recognition of the asset, and that the loss event had a negative effect on the estimated future cash flows of that
asset that can be estimated reliably

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference between 1ts carrying
ameunt and the present value of the estimated future cash flows discounted at the asset’s original effective interest rate Interest
on the impaired asset continues to be recogrised through the unwinding of the discount When a subsequent event causes the
amount of impairment loss to decrease, the decrease in impairment 1oss 1s reversed through profit or loss

Non-financial assets

The carrying amounts of the Company’s non-financial assets, other than inventories and deferred tax assets, are reviewed at each
reporting date to determine whether there 1s any indication of mmpairment If any such indication exists, then the asset’s
recoverable amount 1s estimated For intangible assets that have idefinite useful lives or that are not yet available for use, the
recoverable amount 1s esumated each year at the same tme

The recoverable amount of an asset 1s the greater of 1ts value 1n use and its fair value less costs to sell 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 money and the nsks specific to the asset
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Notes (continued)

1 Accounting policies {continued)

Impairment excluding inventories and deferred tax assets (continued)
Non-financial assets

An impairment loss 1s recognised 1f the carrying amount of an asset exceeds its estimated recoverable amount Impairment losses
are recognised in profit or loss

Impairment losses recognised 1n prior periods are assessed at each reporting date for any mdications that the loss has decreased or
no longer exists An impairment loss 1s reversed 1f there has been a change n the estimates used to determine the recoverable
amount An impairment loss 1s reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount
that would have been determined, net of depreciation or amortisation, if no impairment loss had been recognmised

Employee benefits

The Company operates a flexible benefit scheme for quahifying employees whereby 1n addition to their salary, those emplovees
are invited to select certain benefits with a value of up to 5% of their base pay All costs related to the scheme are expensed 1n
the income statement in the periods which services are rendered by employees One of the available benefits 1s payment to a
defined contribution pension plan This 1s a post-employment benefit plan under which the Company pays fixed contributions
into a separate entity and will have no legal or constructive obligation to pay further amounts

A liability 15 recognised for the amount expected to be paid under short-term cash bonus or profit-shaning plans if the Company
has a present legal or constructive obligation to pay this amount as a result of past service provided by the employee and the
obligation can be estimated reliably

Provistons

A provision 1s recogmsed n the balance sheet when the Company has a present legal or constructive obligation as a result of a
past event, that can be reliably measured and it 1s probable that an outflow of economic benefits will be required to settle the
obligation Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects rnisks specific to
the hability

Revenue

Revenue anises from the supply of gas and electricity and related services as these costs are incurred, amounts are derived from
provision of goods and services that fall within the ordinary activities of the Company Revenue 1s recognised net of value added
tax (VATY} and climate change levy (CCL}

Revenue from the supply of gas and electricity 1s a function of end user consumption (according to industry settlement data) and
taniff rates (specified by contract terms) net of supplies that are not btllable Revenue 1s recognised net of sales discounts

Revenue from the sale of Renewables Obligation Certificates 15 recognised when substantially all the risks and rewards of
ownership are transferred to a third party Revenue 1s recogrused at the invoiced value net of VAT

Accrued revenue, representing gas and electricity supplied since the last billing date, 1s recogmised i the balance sheet and 1s
only netted off against deferred income once 1t can be matched against specific customer payments, typically at the point the next
bl 1s rarsed

Expenses
Operating lease payments

Payments made under operating leases are recognised 1n the income statement on a straight-ling basis over the term of the lease
Lease incentives received are recognised 1n the income statement as an integral part of the total lease expense

14




Ovo Energy Limited
Director’s report and financial statements
For the year ended 30 June 2011

Notes (continued)

1 Accounting policies (contiriued)
Expenses(continued)

Finance income and expense

Financing expense comprises interest payable on shareholder and other loans and 1s recogmised 1n profit or loss using the
effective interest method Financing income comprises 1nterest recetvable on funds invested and on loans to group undertakings

Interest income and interest payable 15 recogmsed in profit or loss as it accrues, using the effective interest method Dividend
income 15 tecogmsed in the income statement on the date the entity’s right to receive payments 1s established Foreign currency
gains and losses are reported on a net basis

Share-based payments

Share-based payment plans 1ssued in the Ovo Group are accounted for in accordance with IFRS 2 Share-based Payments The
far value of services received m return for share options granted are measured by reference to the fair value of share options
granted The fair value of employee share options 1s measured using a Black Scholes model and the fair value of the hability 15
remeasured at each balance sheet date and settlement date

Taxation

Tax on the profit or loss for the period comprises current and deferred tax Tax 1s recognised 1n the income statement except to
the extent that it relates to stems recogmsed directly 1n equuty, i which case 1t 1s recognised 1n equity

Current tax 1s the expected tax payable or receivable on the taxable income or loss for the penod, using tax rates enacted or
substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous periods

Deferred tax 1s provided on temporary differences between the carrying amounts of assets and habilities for financial reporting
purposes and the amounts used for taxation purposes The following temporary dafferences are not provided for the mtiat
recogmition of goodwill, the tmitial recognition of assets or habilities that affect neither accounting nor taxable profit other than in a
business combination, and differences relating to investments in subsidiaries to the extent that they will probably not reverse in the
foreseeable future The amount of deferred tax provided 1s based on the expected manner of realisation or settlement of the carrying
amount of assets and hiabilities, using tax rates enacted or substantively enacted at the balance sheet date

A deferred tax asset 1s recogmsed only to the extent that 1t 15 probable that future taxable profits will be available against which
the temporary difference can be utilised

New IFRS accounting standards and interpretations adopted in 2011

The following revised standards and interpretations have been applied by the Company from 1 July 2010 None of the
pronouncements had a matenial impact on the Company’s consolidated results or assets and habilities
Effective date

Amendments to IFRS 2 on Share-based Payments 1 January 2009
Amendments to IFRS 7 Financial Instruments Disclosures | January 2009
Amendments to IAS 39 Financial Instruments Recognition and Measurement 1 July 2010
Amendments to [FRIC 9 Reassessment of Embedded Denvatives 1 July 2009
Revised 1AS 24 Related Party Disclosure 1 January 2011

Improvements to IFRSs (1ssued May 2010) (adoption dates vary but certain improvements
are mandatory for the year commencing on or after 1 July 2010)

15
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Notes (continued)
1 Accounting policies (continued)
New IFRS accounting standards and interpretations effective in 2011, but not relevant

The following amendments were mandatory for accounting periods beginmng on or after 1 July 2010, but were not relevant to
the operations of the Cormpany
Effective date

IFRIC 18 Transfers of Assets from Customers I July 2009
IFRIC Extingmishing Fmancial Liabilities with Equity [nstruments 1 July 2010

New [FRS accounting standards, interpretations and amendments to published standards which are not yet effective

The IASB and IFRIC 1ssued the following standards and interpretations with an effective date after the date of these financial
statements They have not been adopted early by the Company and the director does not anticipate that the adoption of these
standards and interpretations will have a material impact on the Company’s reported income or net assets i the penod of
adoption

Effective date

IFRS 9 Financial Instruments Classification and Measurement 1 January 2013
IFRS 10 Consolidated Financial Statements 1 January 2013
IFRS 11 Joint Arrangements 1 January 2013
IFRS 12 Dusclosure of Interests in Other Entities | January 2013
IFRS 13 fairr Value Measurement | January 2013

Critical estimates and judgements

The key estimates and judgements made by the director in the preparation of the financial statements are 1n respect of revenue
recognrtion, impairment of trade receivables and recognition of deferred tax assets

Revenue recogmition — supplies that cannot be billed

Revenue for the supply of electricity and gas 1s recogmised using customer tanfT rates and industry setttement data (specific to the
Company) net of estimated supplies that are not billable based on historical patterns The industry settlement data 1s the
estimated quantity the industry system operator deems the individual supphiers, including the Company, to have supphed In
assessing the level of supplies that will not be billed and therefore not recogmised 1n revenue, the director has estimated the likely
losses that anise from the reconciliation of mndustry settlement data to the estimated quantity of gas and electricity supphed to
customers according to meter reading data.

Impairment of trade recewvables

Impairments against irade receivables are recognised where the loss 1s probable As the Company has a short trading history,
there 1s little histonical evidence available to assess the likely level of bad debts The director has therefore based his assessment
of the level of impairment on prior industry expenence as well as collection rates expenienced by the company to date The
estimates and assumptions used to determine the level of provision will continue to be reviewed peniodically and could lead to
changes n the imparrment provision methodology which would impact the income statement tn future years

Deferred tax asseis

Deferred tax assets are only recogmsed when 1t 1s considered more likely than not that the Company will make future taxable
profits against which the deferred tax asset can be utthised In forming his assessment of the likely future profitability of the
Company, the director has taken into account the early stage of development of the Company and the impact that the anticipated
continued growth 1n customer numbers and related necessary support costs will have on the profitability of the Company 1n the
near term Accordingly the potential deferred tax asset has not been recognised Once the director believes that 1s probable that
the Company will start to generate sustamable profits, the deferred tax will be recognised, resulting 1n a benefit to the income
statement and balance sheet at that thrme
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Notes (continued)

2 Revenue
All revenue 1s attnbutable 1o the Company’s pnincipal activity being the supply of electricity and gas, and related services, 1n the
United Kingdom

3 Expenses and auditors’ remuneration

Included in the loss for the year are the following
For the year For the 14 month

ended 30 June penod ended 30

2011 June 2010

£000 £000

Gains on denvative commodity contracts (255) -
Depreciation of tangible assets 110 31
Amortisatton of intangible assets 178 30
Operating lease renta! costs 89 18
Impairment loss on trade receivables and prepayments 471 74
Audst fees in respect of these financial statements a8 13
87 -

Non audit services

4 Staff numbers and costs

The average number of persons employed by the Company during the year was 50 (2010 15) and totalled 62 (2010 44) at the
year end Average staff employed during the year categonised by functions 1s shown below Dunng penod ended 30 June 2010, it
was not considered to be appropnate to categonse staff numbers and costs by function, as this was the Company’s first trading

period
For the year
ended 30 June
2011
Support staff 19
31

Operations staff

30

The aggregate payroll costs of these persons were as follows
For the year For the 14 month

ended 30 June period ended 30

2011 June 2010

£000 £000

Wages and salaries 1,568 460
Social securnity costs 149 41
Pension costs 11 -
1,728 501

There was one director during the year (2010 two) Directors’ remuneration and salary cost 1s recogmsed i Ovo Group
Limited Salary costs were recharged from Ovo Group Limited for tume spent by i1ts directors and employees working for other
Ovo group companies The Company paid £1,568,000 (2010 £460,000) to its employees duning the year and incurred social
security costs of £149,000 (2010 £41,000) The Company then recharged £299,153 (2010 £59,626) of these costs to other
group companies and atso received staff cost recharges of £31,637 (2010 £26,058) Total staff costs equate to an amount
representing a 77% (2010 83%) charge for staff in Ovo group compames (including directors)
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1] Share-based payments

During the year, the Group of which the Company 1s part granted the nght to share options to eligible employees under the OVO
Group Enterprise Management Incentive Scheme The scheme 1s cash settled and shares options can be exercised after three
years, unless a sale of floatation takes place before this date Unexercised share options expire 10 years from the grant date
Dunng the year 46,300 options were granted (2010 mil) and £359 (2010 £mil) was recognised as an expense in the mncome
statement The options outstanding at the year-end have an exercise price 1n the range of £2 to £10 and a weighted average
coniractual life of 2 86 years

6 Finance income and expenses

Recogmised 1n profit or loss

For the year For the 14
ended 30 June month period
201 ended 30
June 2010
£000 £000
Finance income
Interest recervable on amounts owed by group undertakings - 55
Bank interest receivable 6 1
Total mnterest income on unimpaired financial assets not at fawr value through profit 6 56
or loss
Total finance income 6 56
Finance expenses
Interest payable on amounis owed to group undertakings as 51
Interest pavable on loan from dwrector 10 36
Other interest payable 4 2
Total interest expense on financial habilities measured at amornsed cost 49 89
Total finance expenses 49 &9
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7 Taxation
Factors affecting current tax charge

The Company has no tax charge during the year as 1t made a taxable loss of £1,240,000 (2010 £570,000) resulting 1n a tax credit of
£341,000 (2010 £160,000) at the corporation tax rate in UK of 27 5 % (200 28%)

Reconciliation of effective tax rate

For the year For the

ended 30 June 14 month period

2011 ended 30 June

2010

£000 £000

Loss for the period (1,240) (570)

Tax using the UK corporation tax rate of 27 5 % (2010 28%) (341) (160)
Non-deductible expenses 1 1
Deferred tax movement not recogrised 340 159

Total tax expense

Factors affecting future tax charge

There 1s an unrecognmised deferred tax asset of £499,000 (2010 £159,000) from the year, relating to the tax value of losses
carried forward, capital allowances not claimed 1n the penod and other temporary differences, which management beheve wall
not be utilised 1n the foreseeable future

A number of changes to the UK Corporation Tax system were announced n the 2010 Budget Report which have been enacted 1n
the 2010 Finance Act The impact of these 1s not considered to be matenal to the future tax charge in the UK

Further changes were announced 1n the UK Government’s Budget on 23 March 2011 This included a reduction in the main
corporahion tax rate from the current 28% to 26% from 1 Apnl 2011 and a 1% per annum reduction 1n each of the following three
years until the rate 1s 23% In addition, 1n the Emergency Budget on 22 June 2010, the rates of capital allowances on assets in the
main and special pools are expected to fall from 20% to 18% and from 10% to 8% respectively from 1 Apni 2012 The Budget
announced on 21 March 2012 included further changes to the main rates of ¢corporation tax in the UK, with the main rate being
reduced to 24% from | April 2012 and further 1% reductions per annum until the rate 1s 22% by 1 Apnl 2014

The changes had not been substantively enacted at the balance sheet date and, therefore, are not included in these financial
statements The Directors are 1n the process of evaluating the impact these changes will have on future tax charges




Notes (continued)

8 Property, plant and equipment

Cost
Balance at incorporation 29 April 2009
Addmtions

Balance at 30 June 2010

Balance at 1 July 2010
Addistons
Disposals

Balance at 30 June 2011

Depreciation and impairment
Balance at incorporation 29 April 2009
Depreciation charge for the period

Balanee at 30 June 2010

Balance at 1 July 2010
Depreciation charge for the year
isposals

Balance at 30 June 2011

Net book value
At incorporation 29 April 2009
At 30 June 2010 and I July 2010

At 30 June 2011

Ovo Energy Limited
Durector’s report and financial statements
For the year ended 30 June 2011

Leasehold IT hardware Fixtures, Total
property equipment fittings &
office
equipment
£000 £000 £000 £000
27 58 9 94
27 58 9 94
27 58 9 94
126 142 46 314
- (&) - (E))
153 197 55 408
19 14} 2 31
19 10 2 31
19 10 2 31
39 56 15 110
- (1 - )
58 65 17 140
8 438 7 63
95 132 38 265
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9 Intangtble assets

Cost
Balance at incorporation 29 April 2009
Additions — externally purchased

Balance at 30 June 2010

Balance at I July 2010
Additions — externally purchased
Addtions — transfers from group companies

Balance at 30 June 2011

Amortisation and impairment
Balance at incorporation 29 April 2009
Amortisation for the pertod

Balance at 30 June 2010

Balance at 1 July 2010
Amortisation for the year

Balance at 30 June 2011

Net book value
At incorporation 29 April 2009
At 30 June 2010 and 1 July 2011

At 30 June 2611

Amortisation and impatrment charge

Ovo Energy Limited
Durector’s report and financial statements
For the year ended 30 June 2011

IT software  Trademarks Industry Total
accreditation
£000 £000 £000 £000
163 3 80 248
165 3 80 248
165 3 80 248
528 - - 528
- 2 - 2
693 5 80 778
30 - - 30
30 - - 30
30 - - 30
178 - - 178
208 - - 208
135 3 80 218
485 5 80 570

The amortisation charge of £178,000 (2010 £30,000) 15 recognised in administrative expenses

There was no mndication of impairment of the trademarks or industry accreditatien during the year The carrying amounts of the
trademarks and industry accreditation were reviewed at the reporung date and management determined that there were no
indicators of impairment The annual test for impairment was undertaken using discounted cash flow forecasts

Trademarks and industry accreditation are regarded by management to have an indefimite life as there 1s no foreseeable hmit to
the period over which the asset 1s expected to generate net cash inflows for the Company and circumstances continue to support
the assessment that the useful life 1s indefinite  Trademarks relate to the brand of the Ovo group of companies and are expected
to be valid for the life of the compames, which operate in an industry with stable market demand Industry accreditation 1s
required for the Company to operate 1n the electricity and gas supply industry
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10 Investment 1n subsidiaries

On 31 August 2009, the Company acquired all the ordinary shares of both Ovo Electnicity Limited and Ovo Gas Limited for mil
consideration The principal activity of Ovo Electncity Limited is the procurement and sale of electricity from the wholesale
markets and renewable sources The principal activity of Ovo Gas Limited 1s the supply of gas and related services  Pursuant to
Section 400 of the Compames Act 2006, Ovo Energy Limited 15 exempt from the obligation to prepare and deliver group
accounts as the Company 15 1ncluded n the consohdated accounts of Ove Group Limited

The Company had the following investments in subsidiaries at 30 June 2011 and 30 June 2010

Country of Class of
incorporation  shares held Ownership
Ovo Electricity Limited UK Ordinary 100°%
Ovo Gas Limited UK Ordinary 100%

Ovo Energy Limited owns all 10,000 ordinary shares, of £0 01 each, 1n each subsidiary

11 Inventories
2011 2010
£000 £000
Renewables obligation certificates 869 519

As at 30 June 2011, the Renewables Obhigation Certificates (ROCs) shown above relate to ROCs accruing to the Company but
not yet 1ssued by Ofgem for generation that had already taken place Therefore these ROCs were not able to be sold before the
end of the reporting period

12 Trade and other receivables
2011 2010
£000 £000
Current
Amounts due from group undertakings 16,026 2,979
VAT recoverable 115 159
Trade recervables 1,361 369
Prepayvments and other recervables 596 608
Accrued tncome 2,827 1,020
20,9258 5,135

The fair value of trade and other receivables 1s esumated as the present value of future cash flows, discounted at the market rate
of interest at the balance sheet date if the effect 1s matenal Due to their short maturities, the far value of trade and other
recervables approximates to their book vatue

As at 30 June 2011, trade receivables due from group undertakings had no prowvision for impairment of receivables Amounts
due from group undertakings are repayable on demand but are only likely to be settled in cash on a net basis with amounts due to
group undertakings
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12 Trade and other recervables {(continued)

Credit quality of financial assets and impairment losses

The aging of trade receivables (excluding transactions between companies 1n the Ovo group) at the balance sheet date was

Gross Impairment Gross Impairment

2011 2011 2010 2010

£000 £000 £000 £000

Not past due 246 - 56 0
Past due 0-30 days 644 48 238 3
Past due 31-60 devs 410 81 69 7
Past due 61-90 days 270 80 53 39
More than 90 days 336 336 27 25
1,906 545 443 74

The mavement 1n the allowance for impairment 1n respect of trade receivables during the peniod was as follows

2011 2010
£000 £000
Balance at I July 2010 74 -
Imparrment loss recognised 471 74
Balance at 30 June 2011 545 74
13 Cash and cash equivzlents
2011 2010
£000 £000
Cash and cash equivalents per balance sheet 784 306
Cash and cash equivalents per cash flow statement 784 306

The fair value of cash and cash equivalents 1s estimated as 1ts carrying amount where the cash 1s repayable on demand Where 1t
1s not repayable on demand then the fair value 1s estimated at the present value of future cash flows, discounted at the market rate
of interest at the balance sheet date
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14 Derivative financial instruments

Dernvatives at fair value through profit and loss*

Commodity purchase contracts

Spiit by
Current assets
Current habilines

Ovo Energy Limited
Director’s report and financial statements
For the year ended 30 June 2011

2011 2010
£000 £000

255 -

470 -
(215) -

255 -

Commodity purchase contracts include contracts relating to the purchase of gas The contracts meet the definition of Level 1
fair value measurements under IFRS 7 in that the fair values are based on quoted prices 1n an active market

15 Trade and other payables

Current

Amounts due to group undertakings

Trade payables

Social security and other taxes

Non-trade pavables and accrued expenses
Deferred income

2011 2010
£000 £000
15,682 2,766
394 528

52 32
2,087 876
7,383 2,729
25,598 6,931

The fair value of trade and other payables 1s estimated as the present value of future cash flows, discounted at the market rate of
interest at the balance sheet date 1f the effect 1s material Due to their short maturities, the fair value of trade and other payables

approximates to their book value

As at 30 June 2011, amounts due to Group undertakings are repayable on demand but are only likely to be settled in cash on a net

basis with amounts due from Group undertakings
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16 Capital and reserves
Share caputal and reserves

Share capital authonsed on incorporation totalled £100 00 (10,000 ordinary shares of £0 01 each) Duning the peniod ended 30
June 2010, the Company 1ssued 2,500 ordinary shares of £0 01 each, for a consideration of £50,000, settled in cash Therefore at
the end of the prior penod and at the beginning and end of the current penod the authonsed share capital totalled £125 00 (12,500
ordinary shares of £0 01 each) with £49,975 share premium reserve

The allotted, called up and fully paid ordmary share caprital totalled £100 00 on incorporation (10,000 ordinary shares of £0 01
each) and £125 00 at the end of the prior period and at the beginning and end of the current period (12,500 ordinary shares of
£0 01 each)

The holders of ordinary shares are entitled to recerve dividends as declared from ume to time and are entitled to one vote per
share at meetings of the Company

Drvidends
The following dividends were recognised during the year
2011 2010
£000 £000
Nil (2010 £13 60) per quahfying ordinary share - 170

No dividends were proposed after the balance sheet date

17 Financial risk
Credit risk
Financial risk management

Credit nisk 1s the nsk of financial loss to the Company 1f a customer or counterparty to a financial instrument fails to meet 1ts
contractual obligations, and arises principally from the Company’s receivables from customers and from security deposits and
prepayments to supphers and distnbutors

Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure Therefore, the maximum exposure 1o credit risk
at the balance sheet date was £20,214,000 (2010 £4,368,000) being the total of the carrying amount of financial assets, excluding
equity investments, shown in note 12 All the receivables are with parties in the UK, with the majority of the balance being
recoverable from other group undertakings

The allowance account for trade receivables 1s used to record impairment losses unless the Company 1s satisfied that no recovery
of the amount owing 1s possible, at that point the amounts considered irrecoverable are writien off against the trade receivables
directly There were no transactions written off 1n the period The Company provides for impairment losses based on estimated
urecoverable amounts determuned by reference to specific circumstances and the experience of management of debtor default 1n
the energy industry The credt quality of financial assets and associated impairment losses are disclosed 1n note 12

Liquidity risk
Finarncial risk management
Liquidity risk 1s the risk that the Company will not be able to meet 1ts financial obligations as they fall due

The Ovo group management team uses short and long-term cash flow forecasts to manage hquidity risk Forecasts are
supplemented by sensitivity analysis which 1s used to assess funding adequacy for at least a 12 month period

Exposure to hquidity risk

The biggest threat to the Company's liquidity 1s the potential for it to have to place margin calls aganst forward contracts for
electrieity and gas purchases Such payments could be required if the wholesale market price of gas and electnicity fell below the
price of the forward contract The Company has mitigated this risk by entering into a surety bond in favour of 1ts main supplier
which removes the need to place margin calls for the first £5 mallion of mark to market movements on 1its forward contracts This
cover extends for a period of 12 months from the date of these financial statements As the business continues to grow, the
Company will look to increase this cover

The other key threat to liquidity would anse from unusually cold weather or other factors causing customer volumes to be much
higher than anticipated This could place a strain on the Company's working capital as payments due to suppliers could become
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Liguidity nisk (continued)
Exposure to luquidity risk (continued)

due before customer collection levels could be adjusted The director momtors operational working capital requirements very
closely and believes that the Company has the ability to respend in a tumely manner to any unexpected changes in volumes
Hence the director behieves that the Company has adequate financial resources to meet 1ts debts as they fall due

Commodity risk
Financial risk management

Commodity risk 1s the exposure that the Company has to price movements 1n the wholesale elecincity and gas markets The risk
15 pnmarily that market prices for cormmodities will fluctuate between the tume that tariffs are set and the time at which the
corresponding procurement cost 1s fixed, this may result in fower than expected margins or unprofitable sales The Company 1s
also exposed to volumetric nsk in the form of uncertain consumption profiles ansing from a range of factors which nclude
weather, economic chmate and changes 1n energy consumption patterns

Exposure to commodity risk

The Company’s exposure to commodity risk 1s managed through the use of denivative financial instruments The Company does
not use denvatives and other financial mstruments for speculative purposes

Dernvanves are measured at fair value on the contract date and are re-measured to fairr value at subsequent reporting dates.
Changes 1n the fair value of denvatives and other financial instruments are recogmsed in the income statement as they anse
Unrealised net gains on open contracts at the year-end were £255,000 and all contracts will be closed within the next year

The Ovo group manages this risk by entering into forward contracts for a variety of penods Energy procurement contracts are
entered into and continue to be held for the purpose of the receipt of a non-finaneial item which 15 1n accordance with the
Company’s expected purchase and sale requirements and are therefore out of scope of IAS 39 Energy contracts that are not
financial instruments under 1AS 39 are accounted for as executory contracts and changes in fair value do not immediately impact
profit or equity, and as such, are not exposed to commodity price nsk as defined by IFRS 7 So whulst the nisk associated with
energy procurement contracis outside the scope of [AS 39 1s momitored for internal risk management purposes, only those energy
contracts within the scope of IAS 39 are within the scope of the IFRS 7 disclosure requirements

Capital risk management

Capital nsk 1s managed to ensure the Ovo group continues as a going concern and grows in a sustainable manner The Company
and Ovo group have no borrowings from third partics, should debt be intreduced into the capital structure in the future then
gearing would be managed and monitored

18 Operating leases

Non-cancellable operating lease rentals are payable as follows

2011 2010

£000 £000

Less than one year 88 I8
Between one and five years 78 t6
166 34

The Company leased office premises under operating leases During the year, £83,244 (2010 £18,169) was recognised as an
administrative expense n the income staternent 1n respect of operating leases
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19 Commitments
Capital commutments

Dunng the year ended 30 June 2011, the Company entered mte a contract to purchase property, plant and equipment for £l
(2010 £41,397) n total

20 Related parties
Identity of related parties with which the Company has transacted

During the year, loans existed between the Company and both of the subsidiary companies (Ovo Gas Limited and Ovo Electricity
Limited), between the Company and 1ts fellow subsidiaries (ONI Gas Limited, ONI Electneity Limited and ONI Energy Limited)
and between the Company and Ovo Group Limited (ultimate parent company} Up until 30 June 2010, interest was charged on
the loans at 5% or 2 5% above the base rate 1f higher Durning the year, the Company received a loan from the director, at the end
of the year the face value and carrying amount payable was £4,000 (2010 £105,000) (including interest payable) The mnterest
payable duning the year was £10,036 (2010 £35,793) The nominal interest rate was 10% per annum (compound on a monthly
basis) and the year of maturity 2011

Transactions with key management personnel

The director of the Company directly controls 20% per cent of the voting shares of the Company The shares were acquired on 1
Apr] 2010 for £50,000 The director and tus immediate relatives owned 100% of the share capital of Ove Gas Limited and Ovo
Electricity Limited until 31 August 2009 when all of the shares were transferred to Ovo Energy Limited for mil consideration

The compensation, including social security costs, of key management personnel during the year 1s as follows
For the 14 month
period ended 30

June

2011 2010

£000 £000

Paid by other Group companies 142 20
142 20

Directors are compensated by Ovo Group Limited

Other reiated party transactions

Sales to Salesto Purchases from Purchases from

2011 2010 2011 2010

£000 £000 £000 £000

Ultmate parent of the Group 361 24 162 73
Subsidianes 408 39 11,505 2,642
769 63 11,667 2,715

Receivables Recervables Payables Payables

outstanding outstanding outstanding outstanding

2011 2010 2011 2010

£000 £000 £000 £000

Ultimate parent of the Group 378 17 241 75
Subsidianes 15,648 2,962 15,441 2,691
16,026 2,979 15,682 2,766
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21 Ultimate parent company and controlling party

The Company 1s a subsidiary undertaking of Ovo Group Limited which is the ultimate parent company incorporated in England
and Wales The largest and smallest group in which the results of the Company are consolidated i1s headed by Ovo Group
Limited The ultimate controlling party 1s Stephen Fitzpatrick, director of Ovo Energy Limited and shareholder of the ulumate
parent company The consohdated financial statements of this group are available to the public from the registered office shown
1n note 1
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