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Phoenix Distribution Holdings Limited

Directors’ Report and Financial Statements
Year ended 31 December 2009

Directors’ report

The directors present their report and the auditechcial statements for
the year ended 31 December 2009.

Principal activities
The principal activity of the Group is the develggrm and operation of
the natural gas distribution network in Greaterf&sland Larne.

Review of business and future developments

The company is indirectly a 100% subsidiary of Kellinvestments
Limited and full details of the business undertakgrthe Kellen Group
are contained within the annual report and accoofrisis company.

The main operating business either directly orrextly owned by the
company during the year was Phoenix Natural Gastédn(PNG), the
owner and operator of a natural gas distributiotwoek in Greater
Belfast and Larne areas of Northern Ireland. Thisiress is regulated
under licence by the Northern Ireland Authority 1dtility Regulation
(NIAUR).

During the year, PNG established a new public camppa@hoenix
Natural Gas Finance plc (PNGF), with the purposeaifing funds to
support the long term debt financing requiremehBBNG.

Further to a prospectus dated 28 October 2009, PiN§fed £275m of
5.5% Guaranteed Bonds, guaranteed by PNG and thpasty (PDHL)
due in 2017.

The proceeds from this bond issue have been lodhemlgh an
Intercompany Loan Agreement to PNG. PNG used thewss to enable
it to refinance its previous external and intratgrandebtedness.

In addition PNG has entered a new £50m revolvirgerdacility and a
£30m revolving working capital facility with Bargla Bank PLC and
Royal Bank of Scotland plc, guaranteed by the camp@DHL) in

support of its future investment plans over thet i3exears.

Principal risks and uncertainties

From the perspective of the Group, the principsitgiand uncertainties
are integrated with the principal risks of Kellemvéstments Limited.
Accordingly the principal risks and uncertaintia® aliscussed in the
annual report and accounts of Kellen Investmenisited, which does
not form part of this report.

Key Performance Indicators

Given the straightforward nature of the businelss, &roup’s directors
are of the opinion that analysis using KPIs is netessary for an
understanding of the development, performance asitipp of the

business. A discussion of the development, perfoomand position of



Phoenix Distribution Holdings Limited

Directors’ Report and Financial Statements
Year ended 31 December 2009

Directors’ report (Continued)

the business in the context of the Group as a wisofgovided in the
annual report and accounts of Kellen Investmentsited which does
not form part of this report.

Results and dividends
The loss for the year is £0.7(2008: £3.5m). No dividends were paid
during the year.

Political and charitable donations

The Group made charitable donations amounting &212% during the
year (2008: £15,892). No donations for politicargpses were made
during the year (2008: £nil).

Directors and their interests
The directors who served during the year are shmwpage 3. None of
the directors have an interest in the shares atahgpany.

Employment policies

The Group is committed to a proactive approachramting equality of
opportunity. The Group ensures that it operate/fand equitably in its
dealings with employees and prospective employees.

The Group is opposed to all forms of unlawful amflair discrimination.
The Group ensures through all of its personnelcpes practices and
procedures that employment, training and promaigportunities within
the company provide employment equality to algspective of:

Gender, marital or family status
Religious belief or political opinion
Disability

Race or ethnic origin

Nationality

Sexual orientation

Age

Within the bounds of commercial confidentiality, fammation is
disseminated to all levels of staff about matthet &iffect progress of the
Group and are of interest and concern to them gdogees, thereby
encouraging their involvement in the Group’s parfance.

Policy and practice on payment of creditors

The company is a registered supporter of the B&syment Practice
Group’s ‘Better Payment Practice Code’ to whichsutbscribes when
dealing with all of its suppliers. Copies of thet®r Payment Practice
Group’s code are available from the Department @d& & Industry.
Trade creditors at the year-end represented 26 @9@8: 29 days) of
purchases. It is the Group’s policy in respectalbfsuppliers to agree
payment terms in advance of the supply of goodstaradihere to those
payment terms.
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Directors’ report (Continued)

Disclosure of information to auditors

The directors who held office at the date of applaf this directors’
report confirm that, so far as they are each awthexe is no relevant
audit information of which the company’s auditore anaware; and
each director has taken all the steps that theytoieghave taken as a
director to make themselves aware of any relevadit anformation and
to establish that the company’s auditors are awhitgat information.

Auditors
Pursuant to Section 487 of the Companies Act 20@5auditors will be
deemed to be reappointed and KPMG will thereforginae in office.

By order of the board

WFM McKinstry 23 June 2010
Director
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Statement of directors’ responsibilities

The directors are responsible for preparing the®aors’ Report and the
financial statements in accordance with applicéleand regulations.

Company law requires the directors to prepare firdrstatements for

each financial year. Under that law the directagehelected to prepare
the group and parent company financial statementsccordance with

UK Generally Accepted Accounting Practice and ajatile law.

The group and parent company financial statemeawetseguired by law
to give a true and fair view of the state of aBaif the group and parent
company and of the profit or loss of the compamythat period.

In preparing these financial statements, the direcire required to:
m select suitable accounting policies and then aty@yn consistently;
m  make judgements and estimates that are reasonabl@adent;

m state whether applicable accounting standards baea followed,
subject to any material departures disclosed amiamed in the
financial statements;

m prepare the financial statements on the going cangasis unless it
iS inappropriate to presume that the group andrnpa@mpany will
continue in business.

The directors are responsible for maintaining pragmounting records
which disclose with reasonable accuracy at any time financial
position of the group and parent company and tdlendem to ensure
that the financial statements comply with the ComipsAct 2006. They
have general responsibility for taking such stepsi@ reasonably open
to them to safeguard the assets of the companyoamevent and detect
fraud and other irregularities.

The directors are responsible for the maintenamck iategrity of the
corporate and financial information included in t@mpany’s website.
Legislation in the UK governing the preparation afisisemination of
financial statements may differ from legislatioroither jurisdictions.

The directors are also responsible for preparifgractor’s Report that
complies with the Companies Act 2006.

On behalf of the board

WFM McKinstry 23 June 2010
Director
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Independent auditors’ report

We have audited the group and parent company fimastatements of Phoenix Distribution
Holdings Limited for the year ended 31 December®@bich comprise the consolidated profit
and loss account, the consolidated statement alff tetognised gains and losses, the consolidated
and company balance sheets, the consolidated tashstatement and the related notes. The
financial reporting framework that has been appiiedheir preparation is applicable law and
United Kingdom accounting standards (UK Generaltgdpted Accounting Practice).

This report is made solely to the company’s memlessa body, in accordance with Chapter 3 of

Part 16 of the Companies Act 2006. Our audit wak been undertaken so that we might state to
the company’s members those matters we are requarsthte to them in an auditor’s report and

for no other purpose. To the fullest extent peeditby law, we do not accept or assume

responsibility to anyone other than the company tedcompany’s members as a body, for our

audit work, for this report, or for the opinions Wwave formed.

Respective responsibilities of directors and audits

As explained more fully in the Directors’ Respoiilgties Statement set out page 7, the directors
are responsible for preparing the financial statémand for being satisfied that they give a true
and fair view.

Our responsibility is to audit the financial statsts in accordance with relevant legal and
regulatory requirements and International Standand&uditing (UK and Ireland).

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amt®@and disclosures in the financial statements
sufficient to give reasonable assurance that thanfiial statements are free from material
misstatement, whether caused by fraud or errors Tigludes an assessment of: whether the
accounting policies are appropriate to the circams¢s and have been consistently applied and
adequately disclosed; the reasonableness of signifaccounting estimates made by the directors;
and the overall presentation of the financial stetiets. Further details of the scope of an audit of
financial statements are provided on the AuditingacBces Board's website at
http://www.apb.org.uk/apb/scope

Opinion on financial statements
In our opinion the financial statements:

e give a true and fair view of the state of the greupnd the company’'s affairs as at 31
December 2009 and of the group’s loss for the ffear ended,;

e have been properly prepared in accordance with Ushe@ally Accepted Accounting
Practice; and

¢ have been prepared in accordance with the requirtsnoé the Companies Act 2006.
Opinion on other matter prescribed by the Companiegict 2006

In our opinion the information given in the Dirextb Report is consistent with the financial
statements.
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Independent auditors’ report (Continued)

Matters on which we are required to report by excepon

We have nothing to report in respect of the follogvimatters where the Companies Act 2006
requires us to report to you if, in our opinion:

e adequate accounting records have not been kepgtuwins adequate for our audit have not
been received from branches not visited by us; or

¢ the financial statements are not in agreement théraccounting records and returns; or
¢ certain disclosures of directors’ remuneration gpetby law are not made; or

o we have not received all the information and exalimms we require for our audit.

Jon D’Arcy (Senior Statutory Auditor)

for and on behalf of KPMG, Statutory Auditor
Chartered Accountants

Stokes House

17-25 College Square East

Belfast

BT1 6DH

23 June 2010
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Consolidated profit and loss account

Note 2009 2008
£'m £'m
Turnover 2 37.3 34.4
Cost of sales 0.0 0.0
Gross profit 37.3 34.4
Net operating expenses 3 (21.5) (20.3)
Operating profit 4 15.8 14.1
Loss on sale of fixed assets (0.2) 0.0
Interest payable and similar charges 7 (21.2) (34.8)
Interest receivable and similar income 8 6.5 17.5
Profit/(loss) on ordinary activities before taxatian 1.0 (3.2)
Taxation 9 (1.7) (0.3)
(Loss) for the financial year 21 (0.7) (3.5)

A statement of movements on reserves is given ie Hb.

The notes on pages 15 to 28 form part of thesadinhstatements.
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Consolidated statement of total recognised gains drosses

2009 2008
£'m £'m
(Loss) for the financial year (0.7) (3.5)
Total recognised (loss) since last report (0.7) (3.5)

The notes on pages 15 to 28 form part of thesediahstatements.

11
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Consolidated balance sheet

Note 2009 2008
£'m £'m
Fixed assets
Tangible assets 11 189.6 183.0
Intangible assets 13 156.0 160.1
345.6 343.1

Current assets
Stocks 15 0.8 0.7
Debtors: Amounts falling due within one year 16 235.2 263.3
Debtors: Amounts falling due after one year 16 0.0 0.0
Cash at bank and in hand 4.7 45.0
Total current assets 240.7 309.0
Creditors: Amounts falling due within one year 17 (63.0) (418.2)
Net current assets 177.7 (109.2)
Total assets less current liabilities 523.3 233.9
Creditors: Amounts falling due after one year 17 (272.2) (215.5)
Provisions for liabilities and charges 18 (15.6) (19.3)
Deferred income 19 (2.5) (2.6)
Net assets 233.0 (3.5)
Capital and reserves
Called up share capital 20 237.2 0.0
Profit and loss account 21 (4.2) (3.5)
Shareholders’ funds 22 233.0 (3.5)

The financial statements were approved by the Bofifirectors on 28 June 2010 and are signed
on its behalf by:

WFM McKinstry
Director
23% June 2010

The notes on pages 15 to 28 form part of thesafinhstatements.

12
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Company balance sheet

Note 2009 2008

£'m £'m
Fixed assets
Tangible assets 12 0.0 0.0
Investments 14 54.7 0.0

54.7 0.0
Current assets
Debtors: Amounts falling due within one year 16 206.3 200.3
Debtors: Amounts falling due after one year 16 0.0 0.0
Cash at bank and in hand - 0.0 0.0
Total current assets 206.3 200.3
Creditors: Amounts falling due within one year 17 (24.1) (15.6)
Net current assets 182.2 184.7
Total assets less current liabilities 236.9 184.7
Creditors: Amounts falling due after one year 17 0.0 (182.5)
Net assets 236.9 2.2
Capital and reserves
Called up share capital 20 237.2 0.0
Profit and loss account 21 (0.3) 2.2
Shareholders’ funds 22 236.9 2.2

The financial statements were approved by the Boffirectors on 28 June 2010 and are
signed on its behalf by:

WFM McKinstry
Director
23% June 2010

Company registration number: 06455596

The notes on pages 15 to 28 form part of thesadinhstatements.

13
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Consolidated cash flow statement

Note 2009 2008
£'m £'m
Net cash (out)/inflow from operating activities 23 (69.9) 55.8
Returns on investment and servicing of finance
Interest paid (21.2) (37.6)
Interest received 6.5 20.3
(14.7) (17.3)
Taxation 0.0 0.0
Capital expenditure and financial investment
Purchase of tangible fixed assets (12.2) (10.8)
(12.2) (10.8)
Net cash outflow/(inflow) before financing (96.8) 27.
Financing
Cash acquired with trade and net assets 0.0 17.9
Issue of bond (net of issue costs) 267.0 0.0
Repayment of loan to bank (210.5) (0.6)
56.5 17.3
(Decrease)/Increase in cash in period 24 (40.3) 45.0

The notes on pages 15 to 28 form part of theseinhstatements.

14
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Notes forming part of the financial statements

1

Accounting policies

These financial statements are prepared on theggmincern basis under the historical cost
convention and in accordance with the Companies 2006 and applicable accounting
standards. The principal accounting policies atest below.

Basis of preparation
The consolidated financial statements incorportiie financial statements of Phoenix
Distribution Holdings Limited, Phoenix Natural Ghisnited and Phoenix Natural Gas Finance

plc for the year ended 31 December 2009. This & fifst set of consolidated financial
statements prepared for the Group

All subsidiaries are accounted for using the agitjon method of accounting and the profit and
loss account and statement of cash flows of themioclude the results and cash flows of
subsidiaries from the date of acquisition to theiqie end. All transactions between the

businesses of the Group have been eliminated imptégaration of the consolidated financial
statements.

Going concern

As highlighted in note 17 to the financial statetsethe Group is financed through bank debt
loan facilities and bond finance to support corgishinvestment in its infrastructure assets and
to meets its general working capital requiremeiitsis debt facility is due for renewal in
November 2012 and the bond due for redemption &v20

The Group'’s forecasts and projections, taking actofireasonable levels of possible changes
in trading performance, show that the Group is bépaf operating well within the level of its
current facilities and also able to meet all itgermant requirements until they mature.

As a result of the above the directors considapfiropriate to prepare the financial statements
on a going concern basis.

Revenue recognition

Turnover represents the invoiced value of googpked during the year excluding value added
tax and intra group sales. Revenue includes asssg®nt of energy and transportation services
supplied to customers between the date of therastr reading and the year end.

Where revenue received or receivable exceeds tkxéamma amount permitted by regulatory
agreement and adjustments will be made to futuieeprto reflect this over recovery, no
liability is recognised as such an adjustment torfi prices relates to the provision of future
services.

Similarly no asset is recognised where a regulaagrreement permits adjustments to be made
to future prices in respect of an under recovery.

15
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1  Accounting policies (continued)

Deferred taxation

Deferred tax is recognised in respect of:

1/ Material timing differences that have originataat not reversed at the balance sheet date
where transactions or events that result in argabibn to pay more tax in the future or a right
to pay less tax in the future have occurred ab#iance sheet date, and

2/ Tax losses not group relieved in the currenioger

Timing differences are differences between the cayjs taxable profit and its results as stated
in the financial statements.

Deferred tax assets and liabilities recognised matdveen discounted.

Investments
Investments held by the company in subsidiary tta#lengs are stated at cost less amounts
written off.

Tangible fixed assets

The cost of tangible fixed assets is their purchass, together with any incidental costs of
acquisition. Depreciation is calculated so as tibewoff the cost of tangible fixed assets, less
their estimated residual values, on a straight basis, beginning with the year following
expenditure, over the expected useful economis lofehe assets concerned.

The economic lives used are as follows:

Years
Distribution mains - 60
Distribution services - 35
Distribution meters - 20
Office equipment and fixtures & fittings - 5

Costs incurred relating to the development of ttagmission pipeline are capitalised and
treated as tangible fixed assets. The costs gbifhedine, when completed and in operation, are
depreciated over its expected economic life.

Intangible fixed assets

Intangible fixed assets comprise the value attetbuo the various licences acquired with
Phoenix Natural Gas Limited. These are being as®dtover the distribution licence recovery
period of 40 years.

Debtors
Debtors are stated after provision has been madest all debts considered doubtful of
collection.

Pensions

The Group operates two defined contribution pensichemes and costs are accounted for on
the basis of charging the pension costs over thegduring which the Group will benefit from
the employee’s services.

16
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1  Accounting policies (continued)

Interest bearing borrowings

Immediately after issue, the debt is stated afdirevalue of the consideration received on the
issue of the capital instrument after deductiofimdnce costs. These costs are allocated to the
debt over the term of the debt at a constant ifatecocarrying amount .

Stocks
Stock has been valued at the lower of cost andeadéisable value.

Government grants

The European Regional Development Grant relatesifsgadly to capital expenditure on the
high pressure distribution pipeline and is treaasddeferred income which is then credited to
the profit and loss account over the related assesiful life.

Operating leases
Costs in respect of operating leases are chargedstmight line basis over the lease term.

Classification of financial instruments issued blig¢ Group
Financial instruments issued by the Group are drbaas equity (i.e. forming part of
shareholders’ funds) only to the extent that thegnthe following two conditions:

a) they include no contractual obligations upon then@any (or Group as the case may
be) to deliver cash or other financial assets axithange financial assets or financial
liabilities with another party under conditions tteae potentially unfavourable to the
Company (or Group); and

b) where the instrument will or may be settled in @@mpany’s own equity instruments,
it is either a non-derivative that includes no gation to deliver a variable humber of
the Company’s own equity instruments or is a derreathat will be settled by the
Company exchanging a fixed amount of cash or oftmamcial assets for a fixed
number of its own equity instruments.

To the extent that this definition is not met, fr@ceeds of issue are classified as a financial
liability. Where the instrument so classified talketegal form of the Company’s own shares,

the amounts presented in these financial statememscalled up share capital and share
premium account exclude amounts in relation todtsbgres.

Where a financial instrument that contains both quitg and a financial liability component
exists these components are separated and accdoentiediividually under the above policy.
The finance cost on the financial liability compahés correspondingly higher over the life of
the instrument.

17
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1  Accounting policies (continued)

Finance payments associated with financial lidgbsditare dealt with as part of interest payable
and similar charges. Finance payments associatidfiwancial instruments that are classified
as part of shareholder fund (see dividends poliey® dealt with as appropriations in the
reconciliation of movements in shareholders’ funds.

Cash Long Term Incentive Plan

The Kellen Group operates a long term incentiven ita certain key executives under which
the amounts receivable are dependent on the véltree ellen Acquisitions Limited (KAL)
upon the sale of the KAL Group. This plan is trdads cash settled share-based in accordance
with the provisions of FRS 20 Share-based Paymemisthe cost of the expected payment is
recognised over the expected period of the plan.

Dividends on shares presented within shareholddtsids

Dividends unpaid at the balance sheet date arerenfygnised as a liability at that date to the
extent that they are appropriately authorised aada longer at the discretion of the Company.
Unpaid dividends that do not meet these criter@ disclosed in the notes to the financial
statements.

2 Analysis of turnover
The Group’s turnover, profits and net assets dditeeto the business of gas distribution and
supply in the Greater Belfast area and Larne tayetlith the provision of energy services.

3 Net operating expenses
Net operating expenses were all considered to bengstrative expenses.

4  Operating profit

This is stated after charging/(crediting): Group Group
2009 2008
£'m £'m

Depreciation — owned assets 5.5 5.2

Amortisation of intangible assets 4.1 4.1

European Regional Development Grant release (0.1) 1) (O.

Operating lease rentals 1.0 0.9

Auditors’ remuneration 0.0 0.0

The auditors’ remuneration in respect of the irdlinil Company accounts amounted to £2k,
(2008: £5K).

KPMG Belfast were paid £112k for non-audit relasedvices to the Group during the year,
(2008: £nil). KPMG London were paid £118k for naidi related services to the Group during
the year, (2008: £nil).

Discontinued operations

Details of discontinued activities are not mateaiatl accordingly have not been separately
disclosed.

18
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5 Employee information

The average number of persons employed by the pgGKmcluding executive directors)
analysed by category during the period was asvislio

Group Group
2009 2008
No No
Operational 70 73
Administration 36 36
106 109
The aggregate staff costs of these persons wdol@ss:
Group Group
2009 2008
£'m £'m
Wages and salaries 3.9 4.0
Social security costs 0.4 0.5
Other pension costs 0.4 0.3
4.7 4.8
6 Directors’ remuneration
Group Group
2009 2008
£'m £'m
Emoluments 1.0 0.9
Amount receivable under long term incentive schemes 0.2 0.0
Company pension contributions 0.1 0.1
1.3 1.0
Details in respect of the highest paid directorasdollows:
Group Group
2009 2008
£'m £'m
Emoluments 0.5 0.5
Amount receivable under long term incentive schemes 0.1 0.0
Company pension contributions 0.0 0.0
0.6 0.5

Retirement benefits are accruing to two executivectbrs under a group defined
contributon scheme.

The Group operates a long term incentive plan fatain key executives under which the
amounts receivable are dependent on the valueedfélien Acquisitions Limited (KAL) upon
the sale of the KAL Group. This plan is treateccash settled share-based in accordance with
the provisions of FRS 20 Share-based Payments fenddst of the expected payment is
recognised over the expected period of the plan.

19
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7 Interest payable and similar charges
Group Group
2009 2008
£'m £'m
Amounts payable on bank loans and overdrafts (11.9) 13.1§
Other (9.3) (21.7)
(21.2) (34.8)
8 Interest receivable and similar income
Group Group
2009 2008
£'m £'m
Bank interest 0.3 15
Other 0.0 16.0
Swap receipts 6.2 0.0
6.5 17.5
9 Taxation
Group Group
2009 2008
Current Tax £'m £'m
UK corporation tax for the year 3.2 (0.7)
Adjustments relating to earlier years 2.2 0.0
Total current tax charge/(credit) 5.4 (0.7)
Deferred tax
Origination/reversal of timing differences (1.6) 1.0
Adjustments relating to earlier years (2.1) 0.0
Total deferred tax (credit)/charge (3.7) 1.0
Total tax charge 1.7 0.3

The current tax charge for the period is highent{Z008 lower than) the standard rate of
corporation tax in the UK. The differences are akpd below:

Current tax reconciliation £'m £'m
Profit/(Loss) on ordinary activities before tax 1.0 (3.2)
Current tax at 28% (2008: 28.5%) 0.3 (0.9)
Effects of:

Adjustment relating to earlier years 2.2 0.0
Expenses not deductible for tax purposes 1.3 1.2
Excess capital allowances 14 (2.0)
Other timing differences 0.0 0.0
Deferred tax asset not recognised 0.0 0.0
Non taxable profit on disposal 0.0 0.0
Other permanent differences 0.2 0.0
Total current tax charge/(credit) 5.4 (0.7

The Directors are not aware of any factors that haye a significant impact on the future tax

charge of the Group.

20
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10 Profit for the financial year
As permitted by Section 408 of the Companies A€62@he holding company’s profit and
loss account has not been included in these findatatements. The holding company’s loss
for the financial period was £2.5 million.

11 Tangible fixed assets (Group)

Office Furniture & Distribution  Transmission
equipment fixtures system pipeline Total

£'m £'m £'m £'m £'m
Cost
At 1 January 2009 1.7 2.6 212.2 0.0 216.5
Additions 0.1 0.4 11.7 0.0 12.2
Disposals 0.0 0.0 (0.2) 0.0 (0.2)
At 31 December 2009 1.8 3.0 223.7 0.0 228.5
Depreciation
At 1 January 2009 1.6 1.3 30.6 0.0 335
Charge for the year 0.1 0.2 5.2 0.0 5.5
Disposals 0.0 0.0 (0.1) 0.0 (0.1)
At 31 December 2009 1.7 1.5 35.7 0.0 38.9
Net book value
At 31 December 2008 0.1 1.3 181.6 0.0 183.0
At 31 December 2009 0.1 1.5 188.0 0.0 189.6

12 Tangible fixed assets (Company)

Office Furniture & Distribution  Transmission
equipment fixtures system pipeline Total

£'m £'m £'m £'m £'m
Cost
At 1 January 2009 0.0 0.0 0.0 0.0 0.0
Additions 0.0 0.0 0.0 0.0 0.0
Disposals 0.0 0.0 0.0 0.0 0.0
At 31 December 2009 0.0 0.0 0.0 0.0 0.0
Depreciation
At 1 January 2009 0.0 0.0 0.0 0.0 0.0
Charge for the year 0.0 0.0 0.0 0.0 0.0
Disposals 0.0 0.0 0.0 0.0 0.0
At 31 December 2009 0.0 0.0 0.0 0.0 0.0
Net book value
At 31 December 2008 0.0 0.0 0.0 0.0 0.0
At 31 December 2009 0.0 0.0 0.0 0.0 0.0
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13 Intangible fixed assets (Group)

Licence Total
£'m £'m

Cost
At 1 January 2009 164.2 164.2
Additions 0.0 0.0
Disposals 0.0 0.0
At 31 December 2009 164.2 164.2
Amortisation
At 1 January 2009 4.1 4.1
Charge for the year 4.1 4.1
Disposals 0.0 0.0
At 31 December 2009 8.2 8.2
Net book value
At 31 December 2008 160.1 160.1
At 31 December 2009 156.0 156.0

14 Fixed asset investments

Group Company Group Company
200¢ 200¢ 200¢ 200¢

Shares in subsidiary undertaking: £m £m £m £m

Cost at 1 Janua 0.0 0.0 0.0 0.0
Equity shares issu 0.0 54.7 0.0 0.0
Cost at 31 Decembe 0.0 54.7 0.0 0.0
Net Book Value 0.0 54.7 0.0 0.0

During the year Phoenix Natural Gas Ltd, a diretisgdiary of Phoenix Distribution Holdings Ltd,
issued 54.7m equity shares of £1 each as pareakfimancing of the Group.

Company name Holding Holding Country of Activity
% incorporation

Phoenix Natural Gas Ltd Direct 100% Northern Ireland note (i)

Phoenix Natural Gas Finance plc Indirect 100% Northeriand note (ii)

Note (i) Phoenix Natural Gas Ltd distributes naturaltgethe Greater Belfast area.
Note (ii) Phoenix Natural Gas Finance plc has issued a ligied on the LSE
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15 Stocks

Stock of spares and meters

Group Company Group Company

2009 2009 2008 2008

£'m £'m £'m £'m
0.8 0.0 0.7 0.0

0.8 0.0 0.7 0.0

16 Debtors

Amounts falling due within one year

Trade

Amounts owed by subsidiary undertaking

Amounts owed by Kellen Group undertakings

Prepayments and accrued income

Group Company Group Company
2009 2009 2008 2008
£'m £'m £'m £'m

18.3 0.0 0.3 0.0
0.0 0.1 00 00
206.0 205. 257.2 199.5
10.9 1.0 5.8 0.8

235.2 206.3 263.3 200.3

Amounts falling due after one year

Amounts owed by subsidiary undertaking 0.0 0.0 00 00
Other 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
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17 Creditors
Group Company Group Company
2009 2009 2008 2008

£'m £'m £'m £'m
Amounts falling due within one year
Trade 94 0.0 3.4 0.0
Amounts owed to subsidiary undertaking 0.0 0.0 00 39
Amounts owed to Kellen Group undertakings 34.2 24.0394.9 5.7
Accruals and deferred income 19.4 0.1 19.9 0.6

63.0 24.1 418.2 15.6

Amounts falling due after one year

Bank loans 5.0 0.0 215.5 182.5
Bond 267.2 0.0 0.0 0.0
272.2 0.0 2155 1825

Amounts falling due after one year: analysis
Amounts falling due between one and two years

Bank loans 0.0 0.0 215.5 182.5
0.0 0.0 2155 1825

Amounts falling due between two and five years

Bank loans 5.0 0.0 0.0 0.0
5.0 0.0 0.0 0.0

Amounts falling due after five years

Bond 267.2 0.0 0.0 0.0

267.2 0.0 0.0 0.0

= There were no committed undrawn borrowing fac#itie
= The Group’s borrowings are denominated in sterling.

= The Bonds issued by its subsidiary, Phoenix Nat@esd Finance plc,. are guaranteed by
Phoenix Natural Gas (PNG) and Phoenix Distributimidings (PDHL) whilst the bank
debt facilities entered into by PNG are also guiaechby PDHL. The PDHL guarantees are
supported by security over PDHL'’s assets, printjpgtiares in PNG and an assignment of
undertakings from the investors in Kellen Investtadrimited (KIL) to PDHL supported
by their shares in KIL.

= The bond issued is repayable in 2017 and carriegé coupon rate of 5.5% per annum

payable quarterly. The £267.2m repayable aftedBy/is stated after deducting issue costs
of £8m and the addition of amortised loan issug¢sco8£0.2m.
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18 Provisions for liabilities and charges

Group Company Group Company

2009 2009 2008 2008
£'m £'m £'m £'m
Deferred taxation
Accelerated capital allowances (16.6) 0.0 (20.0) 0.0
Short term timing differences 1.0 0.0 0.7 0.0
(15.6) 0.0 (19.3) 0.0

Deferred tax liability

Group Company Group Company

19

20

At 1 January 2009 (19.3) 0.0 (18.3) 0.0
Charged to profit and loss account 3.7 0.0 (2.0) 0.0
At 31 December 2009 (15.6) 0.0 (19.3) 0.0
Deferred income
Group Company

ERD grant received £'m £'m
At 1 January 2009 2.6 0.0
Credit to profit and loss account (0.1) 0.0
At 31 December 2009 2.5 0.0
Called up share capital

2009 2008
Allotted and fully paid:
Ordinary shares of £1 each 237,217,824 2

Ordinary shares each carry one vote.

During the year the company issued 237,217,822argishares of £1 each as part of the

refinancing of the Group.

21

Revenue reserves brought forward
(Loss)/profit for the financial year

Reconciliation of movements in reserves

Group Company Group Company
2009 2009 2008 2008
£'m £'m £m £'m

(3.5) 2.2 0.0
(0.7) (2.5) (3.5)

0.0
2.2

Revenue reserves carried forward

42) (03) (3.5) 2.2
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22 Reconciliation of movements in shareholders’ fuds

Group Company Group Company

0.0
0.0

2009 2009 2008
£'m £'m £'m
Opening shareholders' funds (3.5) 2.2
Equity share capital issued 237.2 237.2
(Loss)/profit for the financial year (0.7) (2.5) 2.2
Closing shareholders' funds 233.0 236.9 2.2
23 Reconciliation of operating profit to net cash (ouflow)/inflow from operating activities
Group Group
2009 2008
£'m £'m
Operating profit/(loss) 15.8 141
Release of ERDF Grant (0.1) (0.1)
Depreciation 5.5 5.2
Goodwill amortisation 4.1 4.1
(Increase)/decrease in stocks (0.2) 0.0
(Increase)/decrease in debtors 28.1 9.9
Increase/(decrease) in creditors (123.2) 22.6
Net cash (outflow)/inflow from operating activities (69.9) 55.8
24 Reconciliation of net cash flow to movement in nedebt
Group Group
2009 2008
£'m £'m
(Decrease)/increase in cash in period (40.3) 45.0
Increase in bond debt (267.0) 0.0
Decrease in bank loan 210.5 0.6
Movement in net debt resulting from cashflows (96.8) 45.6
Non cash adjustment - amortisation of bond isssésco (0.2) 0.0
Movement in net debt during the year (97.0) 45.6
Opening net debt (170.5) (216.1)
Closing net debt (267.5) (170.5)
Analysed as follows
Bank loans> 1 year (5.0) (215.5)
Bond (267.2) 0.0
Cash at bank and in hand 4.7 45.0
Closing net debt (267.5) (170.5)
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Pension commitments
The Group operates two pension schemes:

a. Group Personal Pension Scheme A — this is a defawedribution scheme set up to
accommodate members transferring from the Water @omp’ Pension Scheme.
Enhanced employer contributions are made so akgto farecast benefits with those that
would otherwise have accrued under the defined fiiekéater Companies’ Pension
scheme. Separate life assurance is provided ar lpaithe company for all of these
employees.

b. Group Personal Pension Scheme B — this is a defmoetiibution scheme which the
company contributes directly towards. Separagedgsurance is provided and paid by the
company for all of these employees.

The total contributions to the above schemes duhiagyear were £0.4m (2008: £0.5m).

Capital commitments
Group Company Group Company
2009 2009 2008 2008
Capital expenditure £m £'m £'m £m
Contracted but not provided for 4.6 0.0 3.8 0.0

Contingent liabilities
At 31 December 2009 the Group and Company had nbngent liabilities (31 December
2008: £Nil).

Financial commitments
At 31 December 2009 the Group and Company had &opaamitments under non-cancellable
operating leases expiring as follows:
Group Company Group Company
2009 2009 2008 2008

£'m £'m £'m £'m
Motor Vehicles
Within one yee 0.1 0.0 0.1 0.0
Within two to five year 0.4 0.0 0.3 0.0
After five year: 0.0 0.0 0.0 0.0
0.5 0.0 0.4 0.0
Property
Within one yee 0.0 0.0 0.0 0.0
Within two to five year 0.5 0.0 0.5 0.0
After five years 0.0 0.0 0.0 0.0
0.5 0.0 0.5 0.0
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Related party disclosures
Advantage has been taken of the exemption comtdm&RS 8 not to disclose transactions or

balances with entities which form part of the Kellavestments Limited consolidated Group.

Ultimate controlling party
The immediate parent company and controlling compparCarmel Capital Il Sarl, a company

incorporated in Luxemburg, with registered offic#deess 41 Boulevard du Prince Henri, L-

1724 Luxembourg. Group accounts are not prepartdsalevel.
The directors regard TFCP Holdings Limited, a conypeegistered in Guernsey, to be the

ultimate parent company and controlling party.
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