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Extra Energy Supply Limited

Strateglc report
for the year ended 31 December 2016

The Director presents his strategic report for the year ended 31 December 2016.
Business review

The principal activity of the Company is the supply of gas and electricity to domestic customers and small and
medium enterprises (SME).

Whereas market conditions have continued to remain favourable throughout the financial year, characterised by
an incréasing numbsr of customers moving to “independent” brands such as Extra Energy Supply Limited (“Extra
Energy”), it Is noted that the environment remains highly competitive with incumbent suppliers (the “Blg Six") and
a number of new entrants vying to retain and build customer bases respecdvely Extra Energy remains well placed
to compate in this environment with a robust proposition whereby the pricing strategy can benéfit from cost efficient
and agIle use of proprIetery technology, lean management and corporate, overhead structuree

The Company has continued to meke progress In 2016 in terms of the slze of Its customer base and can report a
positive development in underlying performance, having delivered Significant sales threugh on-line, broker and
direct acquisition”channals. .The  number - ot customer aocounte on-eupply has . grown trom 404k to 441k.

N

representingan Increase ofjust under10%. ot P L oL o . oty
T

This strong Increese In ‘the cuetorner base during the year, coupled wIth the full year effect ot customers that were i
galned in'the second half of 2015, has seen tunover Increase to £359.0m (2015 - £253 .7m).: Nevermind continiied
pricing discipline deﬂverlng a reasonable @i gross margin, additional costs to serve customers and protesslonallse the
buslneee has’led to"an opereﬂng loss In the period of £13.6m (2015 = profit of £1 .2m (as restated for torelgn
exchange geIn)) Furthermore. gIven the Company is funded in euros (wIIh a loan from a related party in Germany
(ExtraEnergle GmbH))’ there is an exceptional foreign exchangs loss of £7.8m arising from thé revaluation of the
loan due to the significant devaluation of steriing post the Brexlt event. Atter 1orelgn exchange and intarest charges.
reported‘net income betore tex isa Ioeg of £23. am. .. z ) 5

ot *“ ,-z««», > ’*" "“‘"s» ,\«

it ehould be noted that In 2016 the COmpeny achIeved a Ievel ot opereting cash flow which reduced lts relIance on
supportifrom ExtraEnergle GmbH, with underlying net debt remeining broadly fiat in the closing balance. sheet
versus the openlng posltlon of the yeer (excbdlng torex trenslatIon eﬂects Induced by BrexIt es explained above)
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A sIgnlﬂcent Iocus of 2016 has been the contlnued progremme to Improve operatlonel resilience and efﬂolency,
coupled with the general professlonallsation of the company, given strong historic growth and future esplrations

This"has ‘Included the’ recruitmant 'of @ number of ‘key individuals to senior roles within the' Company, the
implementation of workflow sofutions:across the operalion .and the redesign and further Improvement of key
operational procesees Customer number growth has been meoderated from early summer 2016 allowing time for

the new processes to bed into. the operatlon

Concerning tuture developments Extra Energy expects that market conditions will remain challenging with
continued strong compstition on both price and service levels for the foreseeable future - driven by both changes
in customer behaviour and market stimatus arising from ongoing leveis of political and media Interest in consumer
energy topics (e.g. pricing, efficiency and smart metering — including more generally “the Internet of things®). The
Director remalns confident that his strategic response to the market and medium term plans will continue to promote
the success of the company for the foreseeable future.



Extra Energy Supply Limited

Strategic report
for the year ended 31 Decamber 2016 (continued)

Principal risks and uncertainties
The principal risk and uneenalnt!ee affecting the Company are:

Competition

Due to a growing public awareness of energy prices lad by the UK pollticians and media, the UK market Is
experiencing one of its most competitive periods with more new entrants coming to the market. The Company
monitors all the differant channéls to market, associated cost structures and atiractiveness. Whilst operating within
bounds of firm economic discipline, the Company can remaln quick to react to price changes in the market to

compate whan itis appropriate to do so.

Legislative and regularory change . '
The Company’s operations are subject to extensive regulatory requlrements parﬁeularly in relation to the way It
serves customers,*me ‘products and services it sells, its advertising, marketing and sales practices, its employment
and environmeéntal issues. Changes In laws and regulations and their enforcement may impact on the Company’s
‘business in terms of costs, changes to business practices and restrictions on activities. The regulatory framework
within the company's market continues to be fast cheinging with significant activity in the Gas settiement industry
codes (Nexus) and major’ ‘activity required to modify the CRM and billing systems, to enable all customers the
'opportun!ty to benam from lhe use ot a Smart meter by 2020 o , ,
it ehauld be noted that the strong growth of the Company has craabd pressure on certa!n operatlonal processes
{such as bllling and. comp!a!ma handllng) which'led to. Ofgem announcing an investigation into the Company
commenclng on 1July 2016. company managemant are respondlng n full concamlng both the formal investigation
and also ensuring that ‘an exténsive Compilance and ‘Asslirance | programme Is delivered 10 ensure a high degree
of resilience golng forward. Whereas the exact timetable for the final outcome of the mvestigalfon is not confirmed
at this ﬂme. the Dlrector expects thls will extend ln!o the second halt of 2018

More generauy, the Company operatea a compﬁanee reglme whlch monltors legal and regulatory davelopments to
ensure the appropﬂate training'Is provided and the necsssary modification to trading practices and policies are
made. Regular reviews are conducted to ensure oompllanea with the Increasing number of legal and regulatory
developmants Lo } panieular note Is the 1ull compliance achleved In ECOZ2, for which the’ Company was obﬂgated
for lhe ﬂrst time starting in Aprll 2016 ‘with tha compliance perlod spannlng Into March 2017.-

Valume and commdiry prica changes

The Company is expased to volatile commodity market prices. At any point in time the Company will have energy
purchases contractad for up to three years ahead and the Director has led a strategy to try to match customers
fixed contracts to the forward purchase of commodities, whilst maintalning some flexiblilty to bensfit from prevalling
trends in commodity costs. This approach has generally mitigated the impact of rising commodity costs experienced

throu.hout the period.

Given the relatively short history of the Company, ExtraEnergie GmbH has continued to support the Company with
access to the wholesale markets for the procurement of gas and electricity, and will continue to do so for the

foreseeable future.

Bad debt risks

Bad debt risk is managed by credit checking new customers and encouraging customers to take up direct debit
plans, and by performing a detailed review of ail billed and unbilled revenue in the calculation of the debt provision.

Given the amount of elapsed time since the business started in 2014, the Director has conducted a comprehensive
review of the doubtful debt provision based on both trends and stalistical analysis and has reflected this in the

financial period accordingly.

Seasonality

The energy business is very seasonal with a strang profitability trend to the winter season, being the first and fourth
quarters In the calendar year. This seasonality, coupled with the fact that customer acquisition exhibits a stronger
trend of switching in the winter months, can have a material impact on revenue and cash flows.



Extra Energy Supply Limited

Strategic report
for the year ended 31 December 2016 (continued)

Flnanclng

The Dlreotor manages the business within the freme ofa 12 month cash flow projection (within the Business Plen)
with near-term Cash flows relating to the next thrae months being updated on a regular basls. Whereas a high take
up of downpayment plans (monthly direct debits) gives a good level of confidence on receivables, the seasonality
impact.on demand from the customer base can lead to some cash tlow volatllity. particularly during the wlnter
months Tl £

~

Flnence 1o the Company is provlded In the form of a term loan from ExtraEnergle GmbH, a related Company thet
has been sucoesslully active as an energy suppller in Germany for,a number of years. : This loan facllity is for an
amount| up | to0 €100 million and s available for the perlod to March 2023. At the year end the Company had utilised
 €68m (£58m) in 2018 versus €62m '(£45m) in 2015./0n a net debt basls the ﬂnanclng position of the Company has
remainéd level as:at the end of 2016 (excluding the revaluation impact an the loan lollowlng the devaluatlon of
eterllng that occurred as a consequence of the outcome of the Brextt vote) 5 . _

That eatd al 'to ensure epproprlate headroom Ex‘lraEnergle Gmbl-l has extended the toan leollty post yeer end
- by maklng avallable a  révolving l’eclllty in"'the amount of €25m dated 16'31°March 2019."At the date of this’ report
the Company had utifised | €106.9m of this combined faclliity. ExtraEnergle GmbH have confirmed that repayments
of the' ‘revolving faolllty are not requlred to bé mads if such repaymente woiild reduce the amount of the oomblned

facility to below tne maximum funding requlremente shown in the company cash flow forecast for the period 1630 - .

. April 2018, ExtreEnergle ‘QmbH have also confirmed that the revolvlng feolllty will be extended beyond the current
,repaymentdateotal Merchaoleltrequlred W I e R . =Y

b —ob-‘ :

X : af}"'*"a:r . : DSR2 .”‘,\"
As’ result ol the above’ errangements the Dlreotor Is set!slled that the Compeny hes access m sumctent funding
to contlnue tredlng end peylng its oredltors for at least 12 months. l‘ouowing me date of slgnlng of this report and

'E"

i

a»tannrlu- v:' ‘;5;;? i; .f‘ ; ) ! + ‘” " ._'u' - ot
Wb ‘:’,6?\‘. Y, o B ) . , - e
Flnenola!‘ key perlermenoe lndloetore (KPls) - S . . S

,;{ +% ,‘.1.1 ? . . A

The Director has a number ol key llnanolal perlormenoe Indicators that are produced and monitored ona regular.
basls.'These can be seén in the llnenclel stetements Generally, the Dlreotor Is satletled thet KPls show a posltlve

trend for the Company. . . " .

o . - tUnIt _2016 2015
Customers ‘ ) No'000- ;441 404
Revenue:. - £000 358,950 253,696
Grcse proﬂt “2% 109 128
Employee engegement T

The Compeny actively encourages employee involvement throughout the organlsatlon The Company holds reguler
Campany-widse briefings whare the latest information is shared, including financial and operational factors that
allect lhe perlormance of the Company.

Employee perlormance and development Is reviewed on a semi-annual basis and ensured it is in line with the
overall Company’s objectlves.

One of the COmpany‘s core values Is treatlng people fairly, giving equial opportunities fo all employees and
applleents The Company ensures ali employees get the same chances for training, development and. caresr
progression dependlng on thelr performance, including any disabled employees. if an employee becomes disabled
whilst In employment, the Company will make every effort to give the employee suitable responsibilities with
reasonable adjustments in thelr current role.

on bemrrorme"

Director

Date »0\\\&&\» .



Extra Energy Supply Limited

Report of the Director
for the year ended 31 December 2016

The Director prasents his report together with the audited financial statements of the Company for the year ended
31 December 2016.

Principal activities
Prtnelpal activities are detailed in the Strategic Report on page 1.
Resuits

The_operating loss for the year amounted to £13.6m (2015 profit of £1.2m (as restated)) from a turnover of
2359 0m (2015 - £263.7m). Given the fact that the Company has exhibited a reasonable underlying development
coupled with the prospects for future growth, the Director i confident that the Company will continue to operate
sucoessfully for the foreseeable future. During the year no dividends were paid to shareholders. The Director does

not recommend the payment of a final dividend.

An oveMew of performance for the year and future developments are detalled in the Business Review saction of
the Strateglc Report on page 1. .

Dlreetor o
M Ben-Moshe held ofﬂee durtng the whole of the perlod trom 1 January 2016 to the date of this report.

Dtrector'a responslbllltles statement

The Dtrector is responslble for preparing the strateglc report the report ot the Director and the financial statements
in eeeordance wlth applicabte law and regutations. » .

company lew requlres the Dlrector to prepare ﬂnanclel statements tor eaeh ﬂnandal year.. Under that law the
Director has slected to prepare the financial statements in accordance with International Financla! Reporting .
Standards as adopted by the European Union. Under CDmpeny ‘law.the Director must not approve the findncial
statements unleas he IS safisfied that they give a trué and fair view of the state of affairs of the Company and of the
profit or Ioss ‘of the Company for that perlod In preparing these ﬂnencial statements the Director Is requlred to:

e select sultable accounting potlcles and then apply them eenelstently
* make ]udgments and aecountlng estlmates that are reasonable and prudent;

¢ state whether applicable eeeounttng standards have been followed, sub]ect to any material departures
disclosed and explained in the financial statements; and

. prepare the financlal statements on the going concern basis unless it is inappropriate to presume thet the
Company will continue in business.

The Director is 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 him to ensure that the financial statements comply with the Companles Act 2006, He Is also responsibie
for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection
of fraud and other Irregutarities.



Extra Energy Supply Limited

Report of the Director
for the year ended 31 December 20168 (continued)

Audltors

The Director has taken all the steps that he ought to have taken to make himself aware of any information needed
by the Company’s auditors for the purposes of thelr audit and to establish that the auditors are aware of that -
information. The Director Is not aware of any relevant audit information of which the auditors are unawars.

BDO LLP have expressed their wflllngness to contlnue in omoe

Dlrectors lndemnlty '

The Company has a quallfying th!rd party Indemnlty pollcy in place for the benom of the Director, which covered
the reporﬂng yoar and remalns in place at the date of this report.

on benan_ ofthe board

Director

Dats. LQ\\‘EK\X



Extra Energy Supply Limited
Indepsndent auditor's report

To the member of Extra Energy Supply Limited

We have audited the financlal statements of Extra Energy Supply Limited for the year ended 31 December 2016
which comprise the statement of profit or loss and comprehensive income, the statement of financial position, the
statement of cash flows, the statement of changes in equity and the related notes. The financial reporting framework
that has been applied in their preparation is applicable law and International Financial Reporting Standards (IFRS)
as adopted by the European Unlon. _

This mport Is made solely to the Company's member, as a body, in accordance with Chapter 3 of Part- 16 of the
Companies Act 2008. Our audit work has been undertaken so that we might state to the Company’s member those
matters we are required to state to them in an Auditors’ Report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responslblmy to anyone other than the Company and the Company's
membar asa bady. for our audit.work, for this raport, or for the oplnions we have formed. -

Rospeeuve reaponslbllmas of the Dlrector and Auditors

As axplainad more funy in the Director's Responsibmtles Statement. the Director is responslble for the preparation
of the financial statements and for being satisfied that they give a true and fair view. Our responslbmly is to audit
and exprass an-opinion on the financlal statements in accordance with applicable law and International Standards

on Auditing (UK and lrefand). Those standards require us to comply wlth the Financial Reporﬁng Council's (FRC)
Ethlcal Standards for Audltors ’ :

Seope ol the audn of the ﬂnanclal sutements

A descrlpﬁon of the scope of ‘an audlt of financtal statemants is provlded on the FRC's webslte at
WWW frc.org uklaudltscomukpnvate

Qplnlon on Qnanclal stategnenta
In our opinion ths financial statements:

o glve a true and fair vlaw of the state of the Company's affairs as at 31 December 2016 and of its loss for the
year then ended;

e have been properly prepared in accordance with International Flnanclal Raponing Standards as adopted by
the European Union and

¢ have bsen prepared in accordance with the requirements of the Companies Act 2006.
. Opinion on other matter prescribed by the Companies Act- 2006

in our opinion the information given in the Strateglc Report and the Report of the Director for the financial year for
which the financial statements are prepared is consistent with the financial statements.



Extra Energy Supply Limited
independent auditor's report (continued)

_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 2008 requires us to report
to you if, in our opinion:

* adequate accounting records have not baen kept, or retums adequate for our audit have not been recelved
from branches naot visited by us; or

o the financial statements are not in agreement with the accounting records and returns; or )
e certain disclosures of Director's remuneration specified by law are not made; or

e - we have not received all the Information and explanations we raquire for our audit.
Thomas Lawton (sgnlbr statutory auditor)
For and on behalf BDO LLP

Bimviingham -
. United Kingdom

Date A ATc)‘ \ =\}

BDO LLP is a limited liability partnership registered in England and Wales with registered number OC305127



Extra Energy Supply Limited

Statement of ﬁmﬂt or loss and comprehensive income

for the year ended 31 December 2016

Revenue

Cost of s;las

 Gross profit

Adrnlnlsu'atlve expenses

(Loss)lpmﬂt from operatlons

Finance expense

Finance income

(yi;ssypmﬂ( on ordinary activities before taxation
MRSt '

(Lossyproﬂt an ordinary activities aﬂet !axatlon and total
comprahenslvo income o

All amounts relate to continuing activitles. -
The Company has no other comprehensive income for the period.

The notes on pages 12 to 34 form part of these financial statements,

- 2015

2018 :
(restated)
£000 £000
358,950 253,696
(319,932) (221,219)
39,018 32,477
(52,663) (31,254)
(13;645) 1,223
(8,700) ~ {1,325)

(23,285) 1086‘ :
(3,400) 3302
(26,685) 4478




Extra Energy Supply Limited

Statomoent of financlal position
at 31 December 2016

Note 2016 2015
. £'000 £000
Assets
Non-current assets ,
Property, plant and equipment 9 1,971 1,381
intangible assets 8 6,081 9,505
Deferred tax assets 10 - .3,400
8,082 14,298
Current asseis ‘ , ’
Trads and other receivables 1 73,282 82,272
Cash'at bank and in hand ' 6,568 3,770
79,850 66,042
. Total asgets : 87,012 80,338
Lisbiies~. |
- Current llabliities . - Pae
Trade and other payables 12 44,108 33,761
Provislons 14 22,325 15,224
66,433 48,985
Non-cuirrent ilabilities 5 N gy
.Related party loans 13 58,162 $ 45,114
Provisions 14 3,763 -
61,925 45,114
Total liabilities 128,358 94,099
Net liablfities (40,446) (13,761)
L —
Issued capltal and reserves attributable to owners
Share capital - -
Retained earings {40,446) (13,761)
Total equity ' (40,448) (13,761)

The financial statements were approved and authorised for issue by the Director on \,o\ ﬂ\%\&

fotes on pages 12 to 34 form part of these financial statements.
9



Extra Energy Supply Limited

Statement of cash flowa

For the year ended 31 December 2016

Cash flows from operatlng activities
(Loss)/proﬂt after taxation

Adjusnnents for:

Depreciation of property, plant and equipment
Amortisation of intangible fixed assets
Finahce Income

Flnance expense

Forelgn exchange

Income tax -

Increase In trade and other recaivables

Increass in trade and other payables '

Incraase In provislons

Cash ﬁep‘aiéteq fromi/{used In) operations

interest received |

lntaras't paid o

Net mh ﬂows generated trom/(uaad in) opamung activities
lnvestlng actlvltles

Purchases of property, plant and equlpmont
Purchase of intangibles :

Neot cash usad In Investing activities

Financing activities
Proceeds from ralated party borrowings {net)

Net cash from financing activities
Net increase In cash and Eash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equliralams at end of year

The notes on pages 12 to 34 form part of these financial statements.

10

Note

~NoOoO oMo

2015

2016
£'000 £'000
(26,685) 4,478
291 44
8,263 4,086
(60) (41)
1,804 - 1,325
7,882 (1,165)
3,400 (3,382)
(6,008) 5,335
(11,010) (38,150)
11,580 14,908
10,854 13,082
6,439 (4,823_1)
60 41
{8) -
6491 (4,769)
(a71) (1,435)
(6,002) (13,580)
(6,963) (15,025)
3,270 23,431
3,270 23,431
2,798 3,623
3,770 147
6,568 3,770




Extra Energy Supply Limited

Statement of changes in equity
For the year ended 31 December 2016

B et

Share Retained Total
capital eamings equity
£'000 £'000 £'000
Balance at 1 January 2016 - (13,761) (13,761)
Comprehensive Income for the year:
Loss for the year - (26,685) (26,685)
Balance at 31 December 2016 - (40,446) (40,446)
- Statement of changes in equity
For the year ended 31 December 2015
Share Retalned Total
caphtal earnings Equity
' £'000 £'000 £000
Balance at 1 January 2015 A . (18,239) (18,239)
Comprehensive Income for the year:
Profit for the year : - 4,478 4,478
Balance at 31 Decomber 2015 - (13,761) (13,761)

Share capltal

Ordinary shares carry the right to one vote per share at general meetings of the Company and the rights to share
in any distribution of profits or returns of capital and to share in any residual assets avallable for distribution in the

event of a winding up. The subscribed capltal consists of one share with a nominal value of 1 GBP,

s’

Retalned Eamings

The retained earnings result from net profits and losses arising in the current and previous accounting periods.

The notes on pages 12 to 34 form part of these financial statements.

1



Extra Energy Supply Limited

Notes forming part of the financial statements
for the year ended 31 December 2016

1

Accounting policles

Basis of preparation
The principal accounting policies adopted in the preparation of the financlal statements are set out bslow:

Extra Energy Supply Limited Is a Company incorporated In England and Wales under the Companies Act.
The address of the registered office is given on the Company’s Information page and the nature of the
Company’s operations and its principal activities are set out in the Strategic Report. The financlal statements
have been prepared In accordance with International Financlal Reporting Standards, International Aocoumlng
Standards ( IAS') and Interpretations (collacuve!y '|FRSs'). as endorsed for use in the EU

The preparation of the financial information under IFRSs requlres management to make ]udgments estimates
and assumptions that affect the application of policles and reported amounts of assels and fiabllitles, Income
and expenses. The estimates and associated assumptions are basad on historical experience and other
factors that are belleved to be reasonable under the circumstances, the results of which form the basis of
making the judgments about carrying values of assets and liabilities that are not readily apparent from other
sources. : Actual results,may differ from these estimates. -The areas where significant judgments and
estlmates have bsen made in preparing the flnancla! statements and thelr effect are disclosed in note 2,

The Dlrector Is responslbla for keeping adequata accounung records that are sufficlem to show and explain

"the Company’s transactions and disclose with reasonable accuracy at any time the financial position of the

company and enabls him to ensure that the financial statements comply with the Companles Act 2008.He Is
also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the
prevention and detection of fraud and othér irregularities.

The financial s}atements have been prepared ona golr;g ccnpem basis ueing the historical cost convention.
Al amounts in the financial information are shown In Thousands of Pound Sterling unless otherwise stated.
The financial information covers the financial pericds 1 January to 31 December of each consequent year.

Gblng concern

Finance to the Company Is provided in the form of a term loan from ExtraEnergie GmbH, a related Company
that has been successfully active as an energy suppller in Germany for a number of years. This loan facility
Is for an amount up to €100 milfion and Is avallable for the period to March 2023. At the year end the Company
had utilised €68m (£58m) in 2016 versus €62m (£46m) in 2015, On a net debt basls the financing position of
the Company has remained leve! as at the énd of 2016 (excluding the revaluation impact on the loan following
the devaluation of sterling that occurred as a cansequence of the outcome of the Brexit vote).

That sald, and to ensure appropriate headroom, ExtraEnergie GmbH has extended the loan facility post year
end by making avallable a revolving facliity in the amount of €25m dated to 31 March 2018, At the date of this
report the Company had utilised €106.9m of this combined facility. ExtraEnergie GmbH have confirmed that
repayments of the revolving facliity are not required to be made If such repayments would reduce the amount
of the combined facikty to below the maximum funding requirements shown in the company cash flow forecast
for the period to 30 April 2019. ExtraEnergie GmbH have also confirmed that the revolving facility will be
extended beyond the current repayment date of 31 March 2019 if required.

As a result of the above arrangements the Director Is satisfied that the Company has access to sufficlent
funding to continue trading and paying its creditors for at least 12 months following the date of signing of this
report and accounts, The Director Is also a Director of ExtraEnergie GmbH and is aware that this Company
has the funds available to support the Company at least up to the feve of the avaliable loan facility.

12



Extra Energy Supply Limited

Notes forming part of the financlal statements
for the year ended 31 December 2016 {continued)

1

Acceunﬂng pollclea (conlmued)
Standards, amandments and interpretations affecﬂve or adopted in 2016
From 1 January 2018. the followlng standards and amendment are effective in the Financlal Statements.

Thelr nm time adoption does not have a material Impact on the Financlal Statements:
. Amendment toIAS 1: 'Preeantatlon of ﬁnancial stataments‘ related to the disclosure initiative;

L ‘Amendment to IAS 16: 'Preperty plant and equlpment’ and 1AS 38: ‘Intangible assets’ related to the
clarification of ' acceptable methods of depreclauon and amortisation; '
‘Annual Improvement Project 2010-2012"; and g

[ ]
J Annua! Improvamem Project 201 2-2014".

. Stendards, Inrerpretarlons and amendmenrs to publlshed sranderds that are nor yet effecﬂve

The followlng nawslandards, amendmems and Interpralaﬂons have been lssuad and ‘endorsed by the EU but

‘are. not yet effective and therefore have 3 not been adopted In th_ese financial statements. Management are

consldering the lmpact of the changee on tuture reporﬂng

-' IFHS 9 Flnanelal lnstmments (eﬂecuve 1 January 201 8) :
lFRS 15 Revenue trom COn(raets wlth Cuetomars (effective 1 January 2018);

Menagement has establlehed and pmgresaed separate projects to. oversee the implementation of both
standards but a detalled and complate quantltative assessment of the impact upon transition has not been

ﬁnallsed yet.

The followlng standards and amendments are not yat eﬂecﬂve in the Financial Stetemente and have not yet
been endorsed by the EU

. gane;)ldmem to IAS 7. ‘Statement of cash ﬂows related to the dlsclosure initiative (eﬂecﬁve 1 January
17);

e Amendment to IAS 12: ‘Income taxes’ (effective 1 January 2017)

e Amendment to IFRS 2: ‘Classlfication and measurement of share-based payment transactions’ {effective
1 January 2018);

o Amendmentto IFRS 15; 'Revenue from contracts with customers’ clarifications (effective 1 January 2018);

e IFRS 16: ‘Leases’ (effective 1 January 2018);

e ‘Annual Improvemsnt Project 2014-2016’ (effective 1 January 2017 and 1 January 2018 depending on
amendments to different standards); and

¢ IFRIC Interpretation 22: ‘Foreign currency transactions and advance consideration’ (effective 1 January
2018).

Management does not anticipate that the application of the amendments to IAS 7, IAS 12, IFRS 2, IFRIC 22
and the ‘Annual Improvement Project 2014-2016" will have a material impact on the amounts reported and
disclosed. The clarification of [FRS 9, IFRS 15 and IFRS 16 will be constdered as part of a wider new IFRS

project.
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Extra Energy Supply Limited

Notes forming part of the financial statements
for the year ended 31 December 2016 {continued)

1

Accounting policles (continued)
Revenue recoghnition

Revenue from the supply of gas and electricity is a ﬁmcﬁon of end user consumption (according to meter read
data) and tariff rates (specified by the contract terms). Revenue is racognlsed net of sales discounts, VAT and
other sales-related taxes and levies.

In accordance with industry practlce revenue Is recorded on the basls of a combination of actual and estimated
annual consumption information supplied by the energy industry. The estimated annual consumption is based
on a range of factors Including industry information, meter readings and cosfficients that account for usage of
particular periods in the year.. Revénue (both current period arid hiture estimation) Is subsequently amended
based on realized customer blilings ‘as more prectse data beoomes avallable on actual consumption through
to the perlod of final settlement. ' . .

Revenue Is recognlsed to the axtent that it is probable that tha economic benefits will flow to the Company
and revenue can bs reasonably esumated for the suppiy of gas and electricity based on estimated Industry

data ﬂows for the parlod
Fomlgn cunancy )

Transacﬂons entered into by Extra Energy in a currency other than Great Britaln Pound are recorded at the
rates ruling when the transactions occur. Forelgn currency monetary assets and liabifitles are transiated at
the rates ruling at the reporting date. Exchange différences.arising 6n the retranslation of unsettled monetary
assets and llabliities are recognised immediately In profit or loss. Gains or losses arising on trading items are
included within operatlng profit or loss, galns or Iosses on ﬂnanelng items are included within finance income

or expense.

] 2015 all tams wiere lncluded within operatlng proﬁt and therefore a redassmeaﬁon of the comparatives
has been reflected in these accounts. , ,

Govemment grants

Go\rémmeni grants are recognised when it is reasonable tolexpam that the‘grants will be recelved and that -
al re!atad conditions will be met, usually on submission of a valid claim for payment.

Govemment grants In respect of cap!tal expenditure are cradltod to a deferred income account and are
released to profit over the expected useful lives of the relevant assets by equal annual instaiments. Grants
of a revenue nature are cradlted to income so as to match them with the expenditure to which they relats.

Intanglb!e assets

Software costs

Intanglble assets are Initially recognised at cost and subsequently amortised on a straight line basis over their
useful economic lives. Software costs capitalised are amortised over a period of three years. The amortisation
expense is recognised within administrative expansss in the statement of comprehensive income. it should
be noted that the majority of system development and maintenance costs relate to charges from a related
party (eg factory GmbH) and have been expensed as Incurred given the relative magnitude and non-

severability.
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Extra Energy Supply Limited

Notes forming part of the financial statements
for the year ended 31 December 2016 (continued)

1

" Accounting policias (continued)

Fixed taritf acquls!tlon costs

Direct costs relaﬁng to the acquisition of both Domestic and SME customers are included within intangible
assets and are charged to the income statement over the expected economic life of the custemer, based on
Company and Industry trends that take Into account contract durations and expected retention periods as
appropriate. This is assessed each ysar at the portfolio level and updated as necessary.

Property. plant and equlpmsnt

Property. plant and equlpment are lniually recognised at cost. As well as the purchase price, cost includes
directly attributable costs. Depreciation Is provided on all items of property, plant and equipment so as to write
off their earrylng value ovar the expacted useful economic ﬂves ona stralght line basls '

Aseet eategory ' Useful llfe ' Valuatlon method

Leaeehold Improvemems ) bulldlngs 10 years (length of lease) Amortised cost
Fixturés and fittings 3-5 yaars Amortised cost
Computer equlpmant ‘ 3 years : Amortised cost
Computer soﬁware 3 yaars Amortised cost
Leased ssats ‘ ' ‘ | S

Where substantially all of the risks and rewards Incidental to ownership are not transferred to the Comipany
(an operaling lease), the totel rentals payable under the lease are charged to the statement of comprehensive
incom@ on a straight line basis over the lease term. Theé aggregata benafit of lease Incentives is recognised
as a raduction of the rental expense over the lease tarm on a stralght-llne basis. The difference between the
monthly effective . expenae amount and the lower payment emount is recorded as a.ccrued llabllny The
Compeny held no capnal laases durlng the year o . :

Impalrmonr ol non-ﬂnanclal assats

The carrying values of non-ﬁnandal assets are reviewed for impalment when there Is an indication that assets
might be Impalred. When the carrying value of an asset exceeds its recoverable aniount, the asset Is written
down accordingly. Where it is not possibie to estimate the recoverable amount of an Individual asset, the
Impairment test Is carrled out on the asset's cash generating unit (i.e. the smallest Company of assets in which
the asset belongs for which there are separately identifiable cash flows). Impairment charges are included in
the statement of comprehensive income, except to the extent they reverse previous gains recognised In the
statement of eomprehenslve income.

Financial assels

The Company classifles its financial assets into the categories, discussed balow, due to the purpose for which
the assets were acquired. The Company has neither clasgified its ﬂnanelal assets as held to maturity nor as
avallable for sale or at fair value through profit and loss.

15



Extra Energy Supply Limited

Notes forming part of the financlal statements
for the year ended 31 December 2016 (continued)

1

Aecgunﬁng policles (continued)
Loans and recelvables

These assets are non-derivative financial assets with fixed or determinable payments that are not quoted In
an active market. They arise principally through the provision of services to customers (e.g. billad trade
recsivables and unbilled revenue recorded awaliting billing), but also incorporate other types of contractual
monetary assets. They are inttially recognised at fair value plus transactions costs that are directly attributable
to their acqulslﬂon or Issue, and are subsequently carried at amortised cost using the effective interast rate
method, less provision for Impaltmant. The Company's loans and receivables comprise of trade and other
reeeivables lncluded whhin ths statement of financial position,

cash and cash equivalents
Cash and cash equivalents include cash held at bank.
Impalrment of financlal assels

impairment provlskms are recognised when there is objective evidence (such as significant financial
difficulties’an the part of the counterpartly or default or significant delay in payment) that the Company will be
unable to collect all of the amounts due under thé terms recelvable, the amount of such a provision being the
ditference between the net carrying:amount and the present value of the future expected cash flows
associated with the impaired recalvable. For trade recelvables, which are reported net, such provisions are
recorded in a separate allowdnce account with the loss being recognised within other operating expenses In

" the statement of comprehensive Income. Customer balances are impaired according to thelr progress within

the COmpany's collection process and their assodated dsk profile.
Financial lisbilites
The COmpany classlﬂes its ﬂnanclal Iiabllltles as other financial llablllt!es which include the following:

e Loans whlch are lnlﬁaliy reeognisad at falr value net any of transaction costs directly attributable to the
issue of the instrument. Such interest bearing liabllities are subsequently measured at amortised cost
ensiiring the interest element of thé borrowing Is expensed over the repayment period at a constant rate.
This Is only appiled for long-term nahllltias

s Trads payables, other borromngs and other short-term monetary liabilities which are inltially recognised
at falr value and subsequentty carried at amortised cost using the effective Interest method.

Regulatory and other pmvlslons

The Company has recognised provisions for llabilities of uncertain timing or amount. The provision is
measured at the best estimate of the expenditure required to settle the obligation at the reporting date,
discounted at a pre-tax rate reflecting current market assessments of the time value of money and risks
specific to the lability if the liabifities are long-term,

Renewable Obligation Certificates (ROCS)

Extra Energy accrues the relevant cost for ROCs in the income statement as the liability (based on
consumption) arises. This provision Is used to perlodically purchase ROC certificates which are redeemed at
the appropriate obligation date after the end of the accounting pericd. As the acquired certificates are directly
related to the period in which the expenss has been mads, no Intangible asset is recorded as of the balance
sheet date.

Share capital

Financlal instruments issued by the Campany are treated as squity only to the extent that they do not meet
the definition of a financial liability. The Company’s ordinary shares are classified as equity instruments. )
18



Extra Energy Supply Limited

Notes forming part of the financial statements
for the year ended 31 December 2016 (cont/nued)

1

Accounting policles (continued)

Enetgy forward contracts

Extra Energy uses long term purchase contracts with fixed prices (forward contracts) in order to be able to
fulfl the demand of the customers for physical delivery of gas and electricity in the future. The forward
contracts only cover a certaln percentage of the expected demand. There Is no past practice to settle the
contract net in cash or to generate income from short-term price fluctuations or other reason outside the usual
scopse or the Company. The forward contracts are used in the normal course of business. As a rasult the own
use exemption is applled and these contract are not treated as financlal instruments in the scape of IAS 39,
Forward contracts to purchase energy are accounted for in the income statement in the period in which the
eupply of power accurs.

' Deferred taxation

Deferred tax assets and Habilities are in general recognised where the carrylng amount of an asset or liability
in the statement of financial posluon differs from its tax base.

Hecognltlon of deferred tax assets ls restrioted to those Instances where it is probabls that taxable profit wlll
be avallablé against which the difference can bs utilised. The amount of the assat or liability is determined
using tax rates that have been enacted or substantively enacted by the balance sheet date and are expected
to apply when the deferred tax Tabilities or assets are settled or recoverad. Defarred tax balances are not

" dliscounted. Deferred tax assets and Ilablllﬂes are offset when the Company has a legally enforceable right to

offset current tax assets and liahllltles and the deferred tax assets and fiabilities relate to taxes Ievied by the
same tax authorlty

In addlﬂon, deferred taxes are recognised on tax deductible tax loss carry forwards to the extent that a future
revemal leedlng to a reduction of tax expense Is expected with high probabillty. .

crltleal eccountlng estlmetee end judgmente

The Company makes certain esttmetes and aseumptlons ragarding the future. Estimates and ]udgments are
continually evaluated based on historical experience and other factors, including expactations of future events
that are belleved fo be reasonable under the circumstances. In the future, actual experience may differ from
these estimates and assumptions.

Revenue racognition

The nature of the energy industry in the UK in which Extra Energy Supply Limited operates Is such that
revenue recognition is subject to a reasonable degree of estimation. Revenue calculated from gas and
electricity sales includes an estimate of the value of gas and electricity supplied to customers based on the
latest data provided by the industry at a certain point in time. This will incorporate current data available and
will take into consideration the industry reconciliation process. The same estimates are also used for the
derivation of certain volume dependant expenses Including gas and electricity supplles (see below),
environmental obligations and levies. These estimates will ehange over time and as such, changes will be
recorded as the change in industry data is reportad

Energy purchase costs

Settisment of energy purchase costs and volumes can typically take 14 months to be finalised due to the
settiement procedures standard in the energy market. Therefore there Is an element of energy purchase costs
that needs to be estimated based on industry data that is available at any particular point in ime. These
estimates will change over time and as such, changes will be recorded as the change in industry data is
reported.
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Extra Energy Supply Limited

Notes forming part of the financial statements
for the year ended 31 December 2016 (continued)

Critical accounting estimates and judgments (continued)
Impairment of trade recelvables

The estimate for the provision for doubtful trade receivables, comprising of billed and unbilled receivables .
takes account of cash recelpts based on the latest avallable information and agsing of the debt. The Director
has knowledge of industry trends and future expectations of cash to be received (even If requiring extended
credit control procedures) in concluding the amount of the provision, The provision for impairment of trade
receivables at 31 December 2016 is recognised In the income statement within other operating expenses.
Subsequent recoveries of amounts previously written off will be credited against ather income in the income
statement.

Defemad taxes

Deferred taxes are only recognised when it is considered centain that sufﬂcient taxable future Income wll ba
available against which the deferred taxes can be utilised. After assessment of forecast trading the Director
baliaves that the Company wili generate sustainabie profits In the future, however due to challenging market
conditions, the timing of those profits is more uncertaln and therefore no deferred tax asset has been
recognlsed at 31 Decambar 2018, .

-

leed tarift acqulsltlon cosrs —average life of customer base

Since the acqulsltlon of the customers l‘orm a basls lor future- revenues they have been amortised as an
intangible asset.” Estimated useful life ‘principally reflects management's view of the average economic life of
the customer base and s asseased In relation to Compainy and industry trends that take into account contract
durations and expected retention periods as appropriate. This is each year at the portfofio level and updated
as necessary in relation to customer chum rates amongst other factors.

Provision for Ranewab!e Obllgatfan CeHIﬂcatas (ROC's)

The actual cost of the Renewable Obugauon Certlﬂcates (ROC's) are known for the perlod of the financlal
statemients and has besn included in cost of sales in the statement of comprehensive incomé and as a short
term provision. In the circumstances that the ROC's have not been purchased (with an agreement to pay -
tater) then the open valume is valusd at the best estimats of potential fulure contract prices or finally the “buy-
out” price that Is set by BEIS

Provision for Regulatory and other matters
Any provisian s maasured at tha Director’s best estimate of the expenditure required to settie the obligation

at the reporting date, based on the information avallable at that time and after taking professional advice. The
estimate may change over time as more information becomas available.
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Extra Energy Supply Limited

Notes forming part of the financial statements
for the year ended 31 December 2016 (contlnuad)

3

" Revenue

Provision of services

All revenues arise from operations within the UK,

(Loss)iprofit from operations

Thls is arrived at aﬂer charglngl(ctadiﬂng)

Amortlsaﬂon ot Intanglble assets -soﬂware

Amortisation of lmanglble assets — customer acqulsmon

Depreclaﬂon of tanglble fixed assets
Rental and lpase expanse

Feés payabls to'the Company's auditor for audit services
Fees payable to the Company's auditor for taxation compliance and

other services
Net forelgn exchange !oas/(galn)

19

2016
£'000

358,950

2016
£'000

| 8,223
201

75

2015
£000

253,896

2016
(restated)
£'000

4,080
44

266
50

5
(18)



Extra Energy Supply Limited

Notes tonnlng' part of the financlal statements
for the year ended 31 December 2018 (continued)

5 Employee benefit expenses

Empldyee benefit expenses (including Diractors) comprise:

Wages and salarles :
Soclal security contributions and similar taxes

Other pansion expense

The average number of employees, including the Dirsctor, during the year was as follows:

A&mlnlstralloh. '
Sales | -
Operations

' The Dl;aétof j’eoe—lved no fémuneraﬁon for the current or prior period.
* . P . ‘ -, .

6 Finance I@Jmé and expense
Recognised In profit or loss
Financé income
Interest received on bank deposits
Net foreign exchange gains on related party borrowings

Total finance Income

Flnance exponiie

Interest éxpense on loans from related parties
Other Interest
Net forelgn exchange losses on related party borrowings

Total finance expense

Net mm expense recognised In profit or loss

20

2016 2015

£'000 £'000

11,184 8,203

915 - 832

. 12

' 12,088 10,047

. 2018 2015

.. .- . Employees Employees

S 53

) 149

. 408 341"

567 543

2016 2015

. (restated)

£'000 £'000

60 41

- 1,147

60 1,188

(1,886) (1,325)
(8

(7s796) -

(9,700) (1,325)

(9,640) (137)




Extra Energy Supply Limited

Notes forming part of the financlal statements
for the year ended 31 December 2016 (continued)

Tax expense
2016 2015
£'000 £'000
UK corporation tax :
Current tax on profits of the year - {8)
Adjustmem in respect of previous years - -
Total current tax . (8)
Deferred tax o
Tax losses carrled forward ’ (3,527) 3,527
Other temporary timing differences 127 (127)
Total deferred tax ) | (3,400) 3,400
Tai;qﬁop oh profit on ordinary acﬁvwes (3,400) 3.39.2}

The tax asssssed for the year is different to than the standard rate of corporation tax in the UK appllad to

proﬂt betore tax. The dlﬂerences are explained below:

2016

y £'000
(Loss)/profit on ordinary activities before tax ‘ (23.285)
(Loss)lproﬁt on o;dinary activities at the standard rate of
corporatlon tax in the UK of 20% (2016 — 20.25%) (4,657)
Effects of: -
Recognition of deferred tax iosses carried forward -
Adjustment in respect of prior years’ deferred tax asset 3,400
Expenses not deductible for current tax . 6,131
Utilisation of tax losses (1,4739)
Total tax charge/(credit) for period 3,400

2015
£000

1,086
220

(3,400)

1,057
(1,269)

(3.392)

At 31 December 2016, the Company had tax losses of £3,405,000 (2015: £10,774,000) to offset against future
profits. The Director belleves that the Company will generate sustainable profits in the future however, due to
challenging market conditions, the timing of those profits is more uncertain and the deferred tax asset

recognised in 2015 has been released.

Legislative changes reducing the main rate of corporation tax to 19% and 17% from 1 April 2017 and 1 April
2020 respectively had been substantively enacted by the balance sheet date. Accordingly, these rates have
been applied in the measurement of the Company's deferred tax assets and Habilities at 31 December 2016,

where applicable.
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Extra Energy Supply Limited

Notes forming part of the financial statements
for the year ended 31 December 2016 (continued)

intangibje assets

Cost
At 1 January 2015
Additions

At 31 December 2015

At 1 January 2016
Additions
Disposals -

At 31 December 2016

Acéu;ri;llatad amortisation
At 1 January 2015
Amortisation cherge for the year

At 31 Dacember 2015

At 1 January 2016
Amortisation charge for the year

At 31 December 2016

Net book value
At t January 2015

At 31 December 2015

At 31 December 2016

The amortisation is recognised in administrative expenses.

Customer
acquisition

cost Software Total
£'000 £'000 £'000

. 1 1

13,458 132 13,590

13,458 133 13,591
13,458 133 13,501
5,880 212 6,092
(1,243) . (1.243)
18,005 345 18,440
4,080 6 4,086
4,080 8 4,088
4,080 6 4,086
8,223 40 8,263
12,303 46 12,349

1 1

9,378 127 9,505
8,792 299 6,091




Extra Energy Supply Limited

"Notes forming part of the financial statements
for the year ended 31 December 2016 {continued)

9  Tangible fixed-assets ' '
" Leasehold Fixtures Office Computer

improvements  endfittings  equipment hardware Total
£'000 £'000 £000 £'000 £'000
Cost
At 1 January 2015 : - ' - - - -
Additions 923 195 21 206 1,435
At31 Deceimber 2015 23 195 21 296 1,436
Depreciation :
At 1 January 2015 - . . . - e
Provided for the.year 14 9 - 21 44
AL31December2015 14 9 . i 44
Nétbook value - ] T .
(At 31 Dacember 2014 - e L. .- oo
At 31 Dacember 2015 809 188 21 275 1,391
+ At 1 January 2016 _ - 823 185 . 21 298 1,435
Addifons - "853 - 174 . 44 871
At 31 December 2016 1,576 " 389 21 340 2,306
tion
At 1 January 2016 14 9 - 21 44
Provided for the'year 134 49 8 100 201
At 31 December 2016 148 58 8 121 335
Net book value '
At 31 December 2015 908 186 21 275 1,391
At 31 December 2016 1,428 n 13 219 197

The depraciated amounts are recognised as administrative expenses.



Extra Energy Supply Limited

Notes forming part of the financlal statements
for the year ended 31 December 2016 {continued)

10 Deferred tax
The movement on the deferred tax account is shown below:

2016 2015
£'000 £'000
At 1 January 3,400 .
(Charged)/cradited to profit and loss account (3,400) 3,400
At 31 December . 3,400

Detalls of the deferred tax asset are as follows: '
A A 2016 2015
) . £'000 £'000
Deferred tax on timlng ditferences - 1,377
Tax deducub!a losses . - 2,023
Deferred ﬁxatlon - 3,460

The Dlrector beueves that the Company will generate sustalnable profits in the future howaver, due to
challenging market conditions, the timing of those profits Is more uncertaln and the deféerred tax asset has
been released as at 31 Deoember 2018.

11 Ttade and othar recolvables ‘
2016 2016

e'poo £'000
Tradé recelvables and accrued income 87.237 58,165
Less: pmvlslon for impairment of trade recelvables (24,817) (7,519)
Trade receivables — net 62,430 50,646
Credit cover deposits 6,202 5,142
Prapayments 181 200
Other recelvables . 4,469 6,284
Total trade and other recelvables A 73,262 62,272

Trade recsivables include amounts billed and unbilled in respect of energy supplied and recorded In revenus
less cash received up until the year end. These amounts have not besn discounted. The Company provides
an allowance for impairments based on the payment characteristics of customers and management’s
experience of collections performance. The Company’s exposure to risk of default relating to trade and
accrued income is disclosed is as outlined in note 186.
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Extra Energy Supply Limited

Notes forming part of the financial statomanls
for the year ended 31 Deeember 2016 (continued)

11 Trade and other recelvables (continued)

Movements in the impairment allowance for trade receivables are as follows:

2016 2015

‘ £'000 £'000

At1 January 2016 7,519 1,740
Increase dur!ng the year 17,298 5,779
At 31 Depember 2016 : - 24,817 751 9

The movamem in the Impalrmem al!owance for treda reoelvabtes has been Included in the admlnlstmﬁve
expenses inthe atatemenl of comprehanslve income. .

Other classes of flnanclal assets lncluded wlthln trade and other recelvables do not contaln Impalred assets.

The credlt cover deposns are paymenls lodged wuh the Company's energy suppliers and network providers
ln awordance with the credit terms in the various agreaments

lncluded wlthln olher recaivables Is an arnount owed trom felated parties of £4,280,000 (2015 £4.040,000)

12 Trade and other payables

2016 2015

£'000 £'000

Trade payables 4,200 4,028

Accruals 10,273 13,887

Amounts owed to related parties 29 -
Other payables 874 960 -

Tax and social security 241 214

Payments in advance 28,483 14,664

Corporation tax 8 8

44,108 33,761

The carrying value of trade and other payables classified as financial liabiliies measured at amortlsed cost
approximates fair value.

']



Extra Energy Supply Limited

Notes forming part of the financial statements
for the year ended 31 December 20186 (continised)

13 Related party loans
The book value and fair value of loans and borrowings are as follows:

Non-Current
Amounts owed to other related companies

Balance at 1 January
New borrowings
Repayments

Interest

Debt before foreign exchange
Forelgn exchange ~ financing
‘Forelgn exchanga trading

Balance at 31 December

2016 2015
£'000 £'000
58,162 45,114
45,114 21,385
13,270 23,568
(10,000) -
1,806 1,325
50,260 46,278
7,796 (1,147)
86 (17)
58,162 45,114

The €100m term loan from the related party Exu'aEnargle GmbH is due for repayment by the end of March
2023 and bears Interest of 12 months EURIBOR plus a margin of 3.5%. As mentioned praeviously this loan
was extended by a revolving facility of €25m which is due for repayment by the end of March 2019 and bears

interast ol 12 months EURIBOR plus a margin of 3.5%.

The Dlrector considers that these rates reprasent a reasonable market rate of Interest due. Therefore, book
values approximats to falr values at 31 December 2016 and 2015. There are no requirement for any payments

to be made up to the end of the respective repayment dates.

These loans are secured with a debenture aver the assets of the UK business.
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Extra Energy Supply Limited

Notes forming part of the financlal statements
for the year ended 31 December 2016 (continued)

14 Provisions
* Renewable
Obligation Regulatory and
Certificates other matters Total
£'000 £000 £'000
At 1 January 2016 : 15,224 - 15,224
Additions 22,325 3,763 26,088
Utllisation (15,224) - (15,224)
At31 December 2016 S 22,325 3,763 26,088
Due within one year or less 22,325 - 22,325
Dus after more than one year - 3,763 3,763
22,325 3,763 26,088

18

The renewable obligation certificates have to be retumed fora perlod from 1 April to 31 March of each year
to the Department of Business Energy and Industrial Strategy. As’Extra Energy has not signed purchase
agreemams in respect of all required certificates as of balance sheet date, the obiigation Is valued at the best .
estimate of potentlal future contract prices / or the buy-out price multiplled by the estimated volumes of power
sold to the customers for the perlod under oonslderaﬁon

Furthermore. as already menﬂoned on 1 July 2016 the Company recelvad formal communlcaﬂon that the
Company’s regulator, Ofgem, had opened an investigation into its compllance with certain obligations under
the gas and electricity supply licences. (SLC 7B, 14, 21B, 25C, 27, 31A) and with the Consumer Complaints
Handllng Standards Regulatlons 2008." Allhough the oompany is at a relatively early stage of the formal
process; the  Director has, In accordance with the requirements of IAS 37 ‘Provisions, Contingent Liabilities
and Contingent Assets’; made an estimate of the potential financial impact of the investigation and assocldted
conisumer redress programmes. This estimate Is inciuded within “Regulatory and other matters® and is nat of
any assoclated sums already Incuired or providéd for in relation to items such as goodwiil gestures or some
payments to Indebted customers. Given the early stage of the investigation and the sensitive nature of
ongoing discussions with the Regulator, the Director has invoked paragraph 92 of IAS 37 and has not
disclosed further information on the basls it may be sericusly prejudicial to the outcome of the investigation.

Commitments

Operating leases
The total future minimum lease payments under non-canceliable operating leases are as set out below:
Other Other
Land and Land and operating operating
builkdings bulidings leases leases
2016 2015 2016 2015
: £'000 £'000 £'000 £'000
No later than one year 378 80 25 25
Later than one year but not later than
five yoears 1,892 1,513 14 36
Later than five years 1,135 1,608 - -
3,405 3,201 39 61
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Extra Energy Supply Limited

Notes forming part of the financlal statements
for the year ended 31 December 2016 {continued)

15 Commitments (continued)

Enefgy purchase commitments
As at the bélance shest date, the following off-balance sheet financial obligations exist:
' 2016 2015
£000 £'000
Forward purchased power contracts 24,335 21,868
Forward purchase gas contracts 17,082 25,136
a1,427 47,004

The Company uses lonig-term energy purchase contracts to hedge its exposure to changes in market pﬂcas
arising from changes In enargy prices. The fair vaiue of the forward purchase contracts (for which the own
use exemption applies‘as all power and gas purchased Is intended to be used for supplylng its customers)
amoums to 27 223 000 (2015 - £10, 434 000) '

16 Flinanclal lnéirqmehfé < Risk Miinagement
The Conipany Is expdged through its operations to the following financial risks:

Liquidity risk
Creditrisk -
Forelgn axchange risk
Market price risk and
Interest rate rlsk

- In common wlth all other businesses, the COmpany Is exposed to risks that arlse ftom ts use of financial
instruments. This note describes the Company’s objectives, policies and processes for managing those risks

" and the methods used 1o méasure them. Further quantltatlve information In respect of these risks is presented
throughout these ﬂnanclal statements.

There have bqen no subslamlal changes in the Company’'s exposure to financlal instrument risks, its
objectives, policies and processes for managing those risks or the methods used to measure them from

previous periods unless otherwise stated In this note.’

(1) Principal financial lnstrumems

The princlpal financlaf instruments used by the Company, from which financial instrument risk arises, are as
follows: .

Trade and other receivables

Cash and cash equwalents

Related party loans

Trade and other payal_:les

Amounts due to/from related partles



Extra Energy Supply Limited

Notes forming part of the financlal statements
for the year ended 31 December 2016 (continued)

16  Financial Instruments - Risk Management (continued)
() Financlal instruments by category

Financlal aaset$ Loans and recelvables '
S 2016 2015
‘ £'000 £000
Cash and cash equivalents 6,568 3,770
Trade and other receivables 66,899 56,930
Other short term financlal recelvables 6,202 5,142
Total financial assets 79,669 65,842

¥

Financlal liabilities
e e Flnanclalllabllmesat

amortised cost
2016. .- ‘ 2015
] . . '£'000 2'000
Trade and cther payables ‘ 43,850 33,539 .
Loans and borrowings , 58,162 45,114
Other flnancial Ilabllmes ' 26,088 15,224
réail flimnélal Ilablllﬂés 128,100 93,877

(lll) Flnanclal lnsuumams not measumd at fair valuo

Flnanclal Instrumants not measured at fair value include cash and cash equivalents, trade and other
recelivables, other shon term receivable trade and other payablss, loans and borrowings and other financial
llablllﬁes

Due to their short-term nature, the eafrylng value of cash and cash equivalents, trade and other receivables,
trade and other payables approximates their fair value.
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Notes forming part of the financlal statements
for the year ended 31 December 2016 (continued)

16 Finanoial Instruments - Risk Management (continued)
General objectives, policies and processes .

The Director has overall responsibility for the determination of the Company's risk management objectives
and pollctes

The overall objective of the Director is to set policies that seek to reduce risk as far as possible without unduly
affecting the Company's competitivenass and flexibility. Further details regarding these policies are set out

below: ‘ !
Liquidhy risk

Liquidity risk arises from the Company’s management of warking capital. it is the risk that the Company will
encounter difficulty in mesting its financial obligations as they fall due. The Company’s policy is to ensure that
it will always have sutficient cash to allow it to meet its fiabllities when they become due. To achieve this aim,
it seeks to malntain cash balances to meet expected requirements for a period of at least 30 days. The Director
managaes the business within the frame of a 12 month cash flow projectlon (within the Business Plan) with the
near tarm cash flows relating to the next three months belng updated on a regular basis.

Further informetion on liquldlty and going concem ls set out in the golng concem statement on page 12 of
ﬂnanc!al statements, - .

: Craditdsk _
Credit risk is the risk of financial loss to the Company if a customer or counterpany to a financial instrument

_ falls to meet its contractual obligations. The Company is mainly exposed o credit risk from credit sales. itis
‘ COtnpany policy, lmplemented iocally, to assess ‘the credit risk of new customers before emerlng contracts.

The ageing analysis of these recelvables is as follows:

2016 2015

£'000 €'000
Gross value of items nelther past due nor Impaired 15,404 7,151
Gross value of tems past due but not Impaired 26,489 29,326
Gross value of itéms past due and Impaired 45,354 21,688
lmpalrmem provlslon recognised against receivables (24,817) (7,618)

Whare a customer at the date of signing these accounts had materially paid off their debtor balance no
provision has been applied. Similarly where a customer had not paid a proportion of their debt a sliding scale
has been used of the total debt depending on that customer’s payment history.

Further disclosures regarding trade and other receivables, are provided In note 1.

Credit risk also arises from cash and cash equivalents and deposits with banks and financial institutions. For
banks and financial institutions, only Independently rated parties with minimum raling "A" are accepted.

The complete amount of cash is held with one prominent bank that comples with the above criteria.

a0
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Notes forming part of the financial statements
for the year ended 31 December 2016 (continued)

16 Financial instruments - Risk Management (continued)

Forelgn exchange risk

Farsign exchange risk arises when the Company entities enter into transactions denominated in a currency
other than their functional currency.

As of 31 December the Company’s net exposure to foreign exchange risk was as follows:

‘2016 2015
£'000 £000
Loans and borrowings 68,162 45,114

The loan is denomlnated in Euro.

The effect of strengthen!ng or weakenlng of the GBP against the Euro at the reporting date, all other variables
held constant can b summarised as follows: ) :

Sensllfvlty of Exchange rate
Euro vs. GBP 7 ‘
2016 2015
pre tax pre tax
£'000 £'000
Strengthening of Euro/GBP - S
exchange rate by 10% 5,816 4,103
Weakening of GBP/Euro exchange o
rale by 10% ; ‘ _ (6,462) (5,015)

Market pm:e risk - Valume and commodlty price changes

The* Company is expoeed to .volatile commor.ﬂty market prices, whilst at the same time the COmpany is
experiencing growing demand due'to the nature of its growing customer base. At any point in time the
Company will have energy purchases contracted for up to three years ahead in order to hedge against
variations In prices. The Director has led a strategy to try to match ils customers fixed contracts to the forward
purchase of commodities, whilst maintaining some flexibility to benefit from the prevailing trend in commiodity

costs.

The Company has put in place eommodlty trading arrangements to support management of commodity cost
risks through purchase of forward contracts through its German sister company ExtraEnergle GmbH. As a
result, the market price risk is considerably reduced. The contracts are, due to the application of the own-use
exemption, not treated as financial instruments under IAS 39.

a1
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Notes forming part of the financial statemsnts
for the year ended 31 December 2016 (contlnued)

16 Financial instruments - Risk Management (continusd)

The following table sets out the cantractual maturities (rapresenting undiscounted contractual cash flows) of
financial liabilities:

Maturity of financial liabilitles
' l.ess than one year One to five years

2016 2015 2016 2015
4 £000 £000 £ 000 £ 000
Loans and borrowlngs : - e 58,162 45,114
Trade and other payables 43,859 33,539 . -
-Other financial liabilities 22,325 15,224 » 3,763 -
ss.m 48,763 61,925 45,114

The loan from the related party Is for repayment by the and of March 2023 and bears interest of EURIBOR
plus a margin of 3.5%. As the timing of the repayment and the future Ievel of borrowings is unknown interest
has not been Included in the above table.” -

Subsequent to the' year-end an addmonal revolvlng faclitty has been made available to the Company of up to
€25m bearing interest of EURIBOR plus a margin of 3.5%.

Inlerest rate rlsk

The Company ﬂnanclng ls based malnly on funds which have been provided by a related party as along term
loan. As the interest rate agreed in the loan contract is variable and based on the 12M Euribor as a reference
rate, the Company bears the risk from fluctuations of the interest rate. The impact of an Incréase or decrease
of the basic interest rate by 1% on the amounts drawn down on the facilities at 31 December can be

summarised as follows

Sensfmglry Interest rate
12 M Euribor
2016 2016
pre tax pre tax
£ 000 £ 000
Increase of Interest rate by 1% (516) (333)
Decrease of interest rate by 1% 516 333
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Notes forming part of the financial statements
for the year ended 31 December 2016 (continued)

17 Related party transactions

During the year Group companies entered into the following transactions with related parties.

Amounts Amounts
Purchases owed by owed to
Rechargeof  from related Related refatad
Costs parties Parties parties
£'000 £'000 £'000 £000
2018 . ,
ExtraEnergie GmbH 465 143,346 - 58,162
eg factory GmbH - ' - - -
Utility Professional Business .
Operations Limited - T 40,773 - 4,280 -
Addito Supply Limited 150 ' - ‘- 29
, Amounis- Amounts
o Purchases owed by owed to
Rechargeof  from related Related related
Costs parties Parties parties
-£'000 £'000 . £000 £'000
2015 - Bk o
ExtraEnergla Gmbl-l - 103,725 - 45,114
eg factory GmbH - 2,140 - -
Utility Professional Business _ .
Operaﬂons Limited - 37,600 3,019 -
14 - 121 -

Addito Supply Lifiited =

Any balances due to ExtraEnergle GmbH are Included within the loan balance. Purchases from eg factary
GmbH in 2018 have been recharged through ExtraEnergie GmbH and are merefore lncluded wlthln the loan

balance.
Nama of pemnlcompany Nature of nla'tl_on
v Mordachay Maurice Ben-Moshe Director and controlling party

ExtraEnergie GmbH, Neuss, Germany
Uﬂllty Professional Business Oparations
Limited

eg factory GmbH, Chemnitz, /Germany

Addito Supply Limited

Company under control of
Director

Company under control of
Director

Company under contro) of
Director

Company under control of
Director

a3

Nature of business

None

Loan agreement, energy
purchase contracts

Purg:haae of services

Purchase of services

Loan agreement
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17 Related pariy transactions (conﬂnusd)

18

in addition to Directors’ emoluments disclosed in note 5, key management personnel, who together have
authority and responsibility for planning, directing and controlling the activities of the Company, received
remuneration of £748,000 {2015 - 2211 ,000) for services provlded to the COmpany

it should be noted that energy procurement was routed through ExtraEnetgle GmbH who hold the direct
trading agreement with various oounterparﬂes _

The COmpany baneﬂts from the usage of a number of systems and processes that are used to operate
customer relations, billing, marketing and d pricing. Typically these itams are owned elsewhere within related
party entitles. Only limited charges for these systems, services and intellectual property (amongst other things)
have been méade since the commeéncement of trading as the business has baen developing In its early stages
and as a result it has not béen appropriate to levy & charge from a commercial perspactive. However, given
the increasingly critical nature of the systems to the business as it matures, it can be _expscted that in the
future requests will be made for payment at appropriate (to ba established) rates -'such as intellectual
property, royalﬂes or otherwise. However, the shareholdar hal also conﬂrmed Ihat any lncteases will not have
a ratmspactlve appllcat!on . ,

Conlmlllng pany

The immediate pamm Is Libocom letted a company lnoorporatad {n Cyprus. The largest and smallest group
into wh!ch lhe results of the company are consolldated Is (hat headed by Libocom Umltad

The Company's ultimate oontromng panty is constdarad to be the sols Dlrector



