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Introduction

Helius Energy plc was established to install
and operate biomass-fired renewable
electricity generation plants, designed to
meet the growing need for cleaner, reliable
power and to support the move away from
fossil fuels. The Group Is positioned to take
advantage of renewable energy legislation
developed to combat climate change.

Electricity from biomass is
renewable, sustainable and green.
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Summary

Section 36 and deemed planning consent secured
for T00MW, biomass power plant at Avonmouth

Option signed for lease of a 20 acre site at
Southampton where planning will be sought
for a 100MW, biomass power plant

Commercial terms agreed for potential early settlement
of the earn-out for Stallingborough project

Contract negotiations being finalised for the
Rothes project, advanced discussions underway
with providers of project finance

Renewable energy targets remain in place
with support for ROCs maintained

Electricity Market Reform proposals confirm
intentions to support renewables in the long term

Prospective sites identified for future developments

Investment of £2.9 million into the Rothes, Avonmouth
and Southampton projects during 2010

Cash balance of £10.1 million at 30 September 2010

Our latest figures and shareholder
information can be viewed online at

www.heliusenergy.com
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At a glance
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Harnessing our experience
and opportunity

The UK has a requirement for 30% of its electricity to come from renewable

energy by 2020.

Is a proven technology and is well

placed to provide a significant contribution to these targets. In particular,
Biomass provides a steady output, unlike some other technologies.

With our managerial experience, proven track record of value creation
and current cash balance, we are positioned for future growth in the
deployment of biomass in the UK.

OUR STRATEGY

Our strategy is to:
identify, develop, construct, own and operate using established technologies and sustainable fuels;
maximise equity holding in projects;
ultimately deliver operating cash flows from power generation activities.

Site
evaluation and
procurement

Planning and
development
consent

Contract
negotiation

Financial
close

Construction

Operation

To secure sites suitable for biomass
energy projects

To focus Company resources on securing the
necessary consents to allow a biomass power
station to be constructed and operated

Negotiation of the suite of contracts required to
construct the plant, provide fuel for generating
activities and selling the output of the plant

To secure the necessary funding to allow a project
to be constructed

Construction of plant using proven technology
and contractors

Operation and management of Biomass power
plants generating revenues from electricity sale

www.heliusenergy.com
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The Southampton site was secured
during the year

The Avonmouth project was granted planning
consent during the year

Contracts for the Rothes project
are being finalised

Project finance due dilligence is in progress
for the Rothes project

The Rothes project is expected to commence
construction in 2011

Our planned projects range in size from
7MW, to 100MW,

04/02/2011 12:21:09
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PROJECTS

Granted planning consent in April 2009,
the plant will produce 7MW, of renewable e
energy for sale and 13 tonnes of steam
per hour to an adjacent industrial process.
This will be the first project to reach the
construction phase.

Stallingboroug&* v ‘ \ “
Qur first consented pro
a payment of £28.1 &

£8.9 million acce

50U c rel'per annum to
generate 100MW, of electricity.

Southampton

This project is proposed at 100MW, and
investigations are underway for the use
of heat produced by the plant.

DE Read more about our projects on page 08

www.heliusenergy.com
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Chairman’s report
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S s

Keith Henry Chairman

In summary

S36 Consent secured for
Avonmouth project

Contracts and finance being
finalised for the Rothes project

Site secured in Southampton

www.heliusenergy.com
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Since its admission to AIM in
2007, Helius Energy plc has
become firmly established in
the biomass energy sector and
continues to make progress
towards developing a portfolio
of projects in the UK.

The primary focus of the Company continues
to be the development of biomass projects

through securing planning consent for sites
and negotiating all the necessary contracts
required to design, build, fuel, operate and

commercially manage these plants.

During the last twelve months we have made
a number of significant steps forward in the
development of our portfolio. Milestones
achieved during the year include securing
536 consent and deemed planning for

our T00MW, project at Avonmouth; the
signing of an option agreement for a site

in Southampton where we intend to submit
a planning application for another 100MW,q
plant; progress made in finalising contract
negotiations for construction of our 7MW,
Combined Heat and Power ["CHP") project
in Rothes, Morayshire; and continuing

to build a solid base of fuel suppliers

for our portfolio of projects.

Since the 30 September 2010 year end, we
have signed a Deed of Amendment to the
Sale and Purchase Agreement ("SPA") signed
with RWE in September 2008 in respect

of our 65MW, project at Stallingborough.
This records the agreement in principal
reached during the financial year to advance
the timing of payments of monies due under
the original SPA. Under the original SPA,
once the plant was built and in commercial
operation, the Company would have been
eligible to receive an earn-out over the
first 24 years of commercial operation.
However, rather than having to wait several
years before the Stallingborough project
would be in a position to remit payments,
the amendment replaces the earn-out
element of the SPA and provides for the
Company to receive an up-front cash
payment of £8.8 million as soon as RWE
awards key contracts and commences
construction of the project. The Company
believes that the potential accelerated
payment of the Stallingborough earn-out
will strengthen its ability to develop
additional biomass projects.

04/02/2011 12:21:22
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During the last twelve months we have made
a number of significant steps forward In the
development of our portfolio.

In spite of the cuts recently announced the
UK Government’'s comprehensive spending
review, renewable energy continues to be
positively supported by Government, with
renewable targets remaining in place.
During 2010 the Governments of England
& Wales and Scotland confirmed the
previously announced levels of support
made under the Renewables Obligation Order
would remain in place. This confirmation
provides greater certainty over revenue
streams and will be helpful when securing
funding for projects.

In addition the Government has proposed
Electricity Market Reform which confirms
its intentions to support renewables in the
long term.

Business conditions are currently difficult
for all sectors of industry and the energy
markets but we expect the prospects for
biomass energy projects to continue to
grow over the long-term. Helius remains
well positioned and resourced to build
upon its previous success. The Company
has the necessary funding for securing
land, undertaking the consenting process
and negotiating contracts for the current
portfolio of projects. At the appropriate
stage for each project we seek the active
participation of investment and industrial

partners to help enable us to bring the plants

into construction and commercial operation.

_1_HEGY_arl0_front_[JW].indd 5

Our task is to build on Helius' reputation
and achievements to date and | am looking
forward to continue working with the
Helius team as we implement our strategy
of developing, building and operating
biomass plants.

Kow.

Keith Henry
Chairman

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

www.heliusenergy.com
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Business review

Helius Energy plc
annual report and accounts 2010

Dr Adrian Bowles Chief Executive Officer

g

Alan Lyons Chief Financial Officer

In summary

Consents already secured for
170MW, of Biomass capacity,
with a further 300MW, set as
our target

Rothes project progressing well

Southampton public
consultation underway

www.heliusenergy.com
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Strategy and key goals

Helius was established to develop biomass
energy projects to address the increasing
importance that has been given to climate
change by cutting greenhouse gas emissions
using sustainably sourced biomass fuel.

Our strategy is to identify, develop, own
and operate biomass projects using
established technologies and sustainable
fuels. The Helius team has extensive
experience of the UK renewable energy
market, technologies, the consenting process,
project implementation and operation.
This capability is used to identify and
realise project opportunities.

Our goal for all projects is to ensure that
a design is achieved for the plant and its
fuel source, which will maximise project
returns while mitigating operational and
performance risk.

Since 2007 the Helius team has secured
consent for 1770MW, of biomass capacity

in the UK. In September 2010 the team
commenced the process to secure consent
forits proposed 100MW, Southampton site,
and is currently working on the evaluation
of additional sites with the capacity for a
further 200MW, of biomass projects.

Stallingborough project

The Stallingborough project was sold to
RWE Innogy in September 2008 for an on
completion sum of £28.1 million, with an
entitlement to 13% of the profits after tax
for the first 24 years of operation valued
as at 30 September 2008 at £14.2 million.
Under the terms of the Sale and Purchase
Agreement, the first of these payments
would have been due on the anniversary
of the project entering commercial
operation, which the Company originally
expected would be in 2012 based on the
contracts for construction and fuel which
were fully negotiated at the time of sale.
At 30 September 2009, with delays in the
project and changes in the costs as a
consequence of exchange rate movements
and discretionary design changes by
RWE Innogy, the earn-out receivable was
reflected by the Company at £12.3 million.

During September 2010, the Company
negotiated an amendment to the original
Sale and Purchase Agreement allowing
RWE to settle this earn-out in return for a
lump sum payment. This amendment was
formalised and signed on 18 January 2011.
This amendment provides the Company
with a cash payment of £0.1 million on
signature and a further potential payment
of £8.8 million on commencement of the
project as signified by the award of certain
key contracts. If the project commencement
is delayed beyond September 2011, an
additional payment of £100,000 will be paid
to the Company for each quarter the project
is subsequently delayed.

04/02/2011 12:21:26
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Since 2007 the Helius team has secured consent
for 1770MW, of biomass capacity in the UK.

We have identified the six stages within the development phase of a biomass project.

Planning and Contract

development L. Financial close Construction Operation
negotiation
consent

Site evaluation
and procurement

In the event the contracts are not
awarded before the expiry of the deed

of amendment the original entitlement
to 13% of the post-tax profits is reinstated.
Under the deed of amendment and on the
basis that key contracts are signed by
September 2012, the carrying value of
the receivable at 30 September 2010 has
been adjusted to £8.5 million with a net
non cash charge of £3.8 million reflected
in the income statement.

The Company believes that the potential

accelerated payment of the Stallingborough
earn-out will strengthen its ability to develop BIOMASS EXPLAINED
additional biomass projects. ) i i )

Biomass is an organic material that can be converted
Rothes project into electricity or clean-burning fuels in an environmentally
The Rothes project was granted planning friendly and sustainable manner. It is accepted throughout
consentin April 2009. The plant will utilise the world as renewable replacement for fossil fuels, and
distillery residues and wood fuel to generate . . : .

its use in energy production contributes towards the

7MW, of renewable electricity for sale and .
provides 13 tonnes of steam per hour to reduction of greenhouse gases.

an adjacent industrial process. The plant
qualifies as a Good Quality CHP project and
is therefore eligible to receive two ROCs!".
The contracts for the detailed engineering,
procurement and construction of the plant,
the grid connection, fuel supply and power
sales are being finalised and these are
currently being reviewed as part of the
project finance due diligence process.

[1) ROC - A Renewables Obligation Certificate is a green
certificate issued to an accredited generator for eligible
renewable electricity generated within the United Kingdom
and supplied to customers within the United Kingdom by a
licensed electricity supplier.

www.heliusenergy.com
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The Company is currently in discussions
with a number of UK site owners regarding
additional sites for the development of
biomass projects.

further developed relationships with
local and international suppliers of
sustainable fuel;

invested £2.9 million into the development
of the Rothes, Avonmouth and
Southampton projects; and

further strengthened our engineering
and procurement capabilities.

Outlook
Our strategy remains one of focusing

the Company’s resources on deliverin

projects fo financial closure and managigng THE BIOMASS OPPORTUNITY

their implementation and operation.

Our intent is to grow long-term value

in future projects in addition to receiving

a development fee from third parties

in exchange for project equity.
Biomass generation is a proven method of generating low carbon
power that does not require further technological enhancements
- allowing rapid deployment. There is a readily available supply of

_ biomass, both internationally and domestically, and the necessary

Adrian Bowles . . .

Chief Executive Officer support mecha_msr_ns arein pl;ce. It has been_ confirmed that the
Renewable Obligation Order will continue until 2037 and ROCs
are available for qualifying projects for 20 years.

Alan Lyons
Chief Financial Officer

www.heliusenergy.com
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Directors
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Adrian Bowles, PhD (46)

Chief Executive Officer

Adrian is a founder of Helius, initially as
Technical Director in 2005 and promoted to
Chief Executive Officer in September 2009.
He is a Chartered Energy Engineer and
holds a PhD in fluid mechanics. Having
begun his career with the Central Electricity
Generating Board and the Atomic Energy
Authority, he is an experienced project
developer now specialising in renewable
energy and sustainable energy. Adrian also
has considerable experience in corporate
and project finance, contracting and contract
negotiations. He is a member of the Energy
Institute and contributes to this forum.

David Brocksom, FCA (50)

Non-executive Director

David was appointed to the Board in
December 2009 as a non-executive director
and Chairman of the Audit Committee.

He qualified as a Chartered Accountant
with Price Waterhouse having read Law

at Cambridge University. David is currently
Finance Director at UK Coal plc, and was
previously Finance Director of Pace Micro
Technology plc and Avesco plc amongst
other companies, and has held board roles
in UK listed companies for over 15 years.

Christopher Corner, MBA (46)
Commercial Director

Chris is a founder of Helius, holding the role
of Commercial Director. He holds a BSc in
physics, a MSc in engineering ceramics
and a MBA. He is an experienced commercial
developer having held senior roles in a
number of sectors including engineering
materials with T&N, commodity chemicals
with ICI, cables with BICC and Hitachi Cable,
and has been actively involved with renewable
energy sector since 2002. Chris also acted
as head of inward investment in setting up
economic regeneration body Renaissance
South Yorkshire.

www.heliusenergy.com
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Barclay Forrest, OBE (69)

Non-executive Director

Barclay is a founder of Helius, holding a
non-executive role since inception, and is
Chairman of the Remuneration Committee.
He farmed in Berwickshire and developed
one of the UK's largest grain drying, storing
and haulage businesses. He is a former
Vice President of the Scottish NFU and
past Chairman of British Cereal Exports.
Barclay also held the post of Vice President
of The China Britain Business Council,
responsible for Food and Agriculture,
representing UK's interests to China.

He is currently non-executive Chairman

of D1 Oils plc.

Keith Henry, FREng (65)

Non-executive Chairman

Keith joined Helius in August 2009 as
non-executive Chairman. He has over

35 years’ international business experience
in the development, financing, ownership,
design and construction of electricity,

oil and gas, civil and process related
organisations, during which time he was
Chief Executive of National Power plc,
Kvaerner Engineering and Construction plc
and Brown & Root Limited. In recent years
he has held a number of senior non-executive
roles, including currently being the Chairman
of Regal Petroleum plc and the Senior
Director of Sterling Energy plc. Keith is
also a Fellow of the Institution of Civil
Engineers and a Fellow of the

Royal Academy of Engineering.

William J Ingram Hill, solicitor (34)
Company Secretary & General Counsel
William joined Helius as General Counsel
in February 2009 and was appointed
Company Secretary in August 2009.

He holds a MA in history, following which
he trained as a solicitor with city law firm
Allen & Overy, qualifying into the firm’s
corporate energy and utilities team in
2002. He has advised on an extensive
range of transactions in the energy and
other sectors. In 2007 William moved to
Bristol firm Burges Salmon LLP, from
which he joined Helius.

Alan Lyons, ACMA (39)

Chief Financial Officer

Alan joined Helius in May 2007 as Finance
Director. He is a qualified accountant and
has more than 20 years of experience
within the energy sector. He began his
accounting career in 1989 with GEC and
has since held senior financial roles in,
ABB Alstom, Alstom and Siemens. The
majority of Alan’s career has been within
businesses that design, manufacture,
install and service rotating equipment
within the power generation, and oil and
gas markets. He has significant experience
of capital project financial management;
financial systems implementation and
business start ups across Europe and

the Middle East.

Angus MacDonald OBE (48)
Non-executive Director

Angus joined Helius as a non-executive
director in June 2010. He has extensive
experience of the forestry industry and in
2007 founded Specialist Waste Recycling
Limited and is currently its Chairman.
Prior to this he was Chief Executive Officer
of eFinancial Group for eleven years, which
was sold to Dow Jones and Dice Inc in 2007.

John Seed, MBA (52)

Non-executive Director

John is a founder of Helius, holding the
role of Chief Executive Officer until 2009
and remains as a non-executive director.
He holds a MBA and has over 15 years’
experience within renewable energy and
sustainable systems having worked for
several of the UK's largest renewable
energy companies. John has advised
government and local authorities on the
formulation of policy for the promotion
and implementation of the UK's renewable
energy industry. John was until 2010

a member of the UK Government’s
Renewables Advisory Board, which
provided advice to the UK Government on
a wide range of renewable energy issues.

04/02/2011 12:21:32
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Directors’ report

The directors present their annual report together with the audited consolidated financial statements for the year ended 30 September 2010.

Results and dividends
The consolidated statement of comprehensive income is set out on page 21 and shows the loss for the period.

The directors do not recommend the payment of a dividend for the period.

Principal activity, business review and future developments
The principal activity of the Company in the period under review was to develop, build and operate renewable biomass sites within the UK,
either directly or in partnership.

The period under review covers the ongoing consenting process and development costs for the 100MW, Avonmouth project, the smaller
CoRD project in Rothes, Morayshire, and the 100MW, Southampton project.

The Company is continually reviewing other suitable UK sites for large biomass power projects. It is anticipated that the Company will secure
a further site for another 100MW, biomass plant during the first half of 2011 and commence work on the application for a development
consent order.

In addition to the disclosures above, further statutory disclosures for a business review are included in the Chairman’s report and business
review on pages 4 to 9.

Principal risks and uncertainties
The Company is exposed to a number of risks and uncertainties. These break into to two categories:

1. General risks impacting the business.
2. Project development-related risks.

General risks

Liquidity

The directors do not consider liquidity a material risk to the business in the short term. The cash requirements of the Company are forecast
by the Board annually in advance and reviewed monthly by management, enabling the Company’s cash requirements to be anticipated.
The cash forecast includes assumptions with respect to the timing of planning consents and financial close of projects. Significant delays
in these expected timings may lead to a requirement for additional cash. Additional funding will be sought, either directly or through
partners for the construction of power stations.

Market

The Company's plans are exposed to electricity and biomass market price risk through variations in the wholesale price of electricity and
biomass material. Currently the Company has not entered into any forward contracts to fix prices of these commodities. The directors will
continue to monitor the benefit of entering into such contracts.

Political and legislative risk
The Company is exposed to adverse changes in legislation that may impact the income for a biomass power plant. The directors monitor
possible changes to legislation and where possible engage in the consultation process to safeguard the Companys interests.

Staff retention

The Company believes that its future success will greatly depend upon the expertise and continued services of certain key executives
and technical personnel, including, in particular, the executive directors and key senior managers. The Company benchmarks
remuneration levels of key staff against similar positions in other listed companies and has put in place a share option and LTIP
schemes linked to project performance.

Project development risks

Site evaluation and procurement

Securing sites for the development of Biomass power plants is a key requirement in further developing the business. This relies upon the
ability of the Company to locate, evaluate, select, develop and realise appropriate opportunities, and to be able to negotiate and complete
land agreements and related access/connection agreements at a cost that allows profitable projects to be developed.

The Company manages these risks by continually reviewing a large number of sites in the UK such that it is not focused on any one particular
landowner or location. It also maintains relationships with land agents and large port organisations, both of which give access to potential sites.

www.heliusenergy.com
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Principal risks and uncertainties continued

Development risks continued

Planning and development consent

Once a site is secured a planning and development consent is sought, together with any other necessary permits to allow a biomass power
station to be constructed and operated. During this stage of the process the Company is exposed to the following specific risks:

consents may be subject to delays beyond the Company’s control, which may subsequently cause the project to be delayed or aborted.
There are no guarantees that any or all of the necessary consents will be granted;

consents granted may be subject to conditions that affect the economic or operational viability of the proposed project. These could
in turn impact the Company’s ability to raise project finance, or reduce the value of a project in the case of a sale;

delays or onerous planning conditions may lead to additional unforeseen costs which the Company may need to raise finance for;

consenting costs incurred are capitalised as development projects in progress in the financial statements. In the event that a project
fails to secure consent, or consent is successfully appealed there is a risk that the carrying value would be subject to impairment; and

legislative changes may influence the acceptability of the site or the economic viability of the project.

The Company manages these risks through securing sites on which it believes it can secure planning and development consent, employing
suitably qualified and significantly experienced staff to manage the consenting process and ensure compliance with latest legislation, as
well as ensuring maximum engagement of local authorities and interested stakeholders from a very early stage.

The Company has significant experience of securing planning consents for Power Stations and knowledge of the important criteria involved
and, at the reporting date, has a 100% success rate. The Company uses this experience when selecting sites for development.

Contract negotiation

This stage of the development process involves the negotiation of contracts for the construction of the plant, the sale of electricity and
related products produced by the plant, the procurement of fuel for the plant and the operation of the plant. This stage begins during the
early stages of planning and development and concludes at the point of financial close. During this stage the Company is exposed to the
following specific risks in addition to those outlined above:

the ability to secure fixed price contracts for the construction of each power plant with the required level of guarantees that allow
project finance to be secured;

the availability of feedstock for each project is affected by various factors, including carbon footprint, sustainability, water usage,
pests (and related phytosanitary restrictions), shipping availability and labour shortages;

significant changes to inflation impacting the costs of building and operating biomass plants and therefore the profitability of plants; and

foreign sourced supplies are subject to special risks that may disrupt markets, including the risk of war, terrorism, civil disturbances,
embargo and political risks.

The Company manages these risks through soliciting bids from a number of different suppliers for the equipment required to construct
the plant, the feedstock required to fuel the plant and any other materials or equipment required to ensure the plant can operate profitably.
This approach ensures that the project is not unnecessarily exposed to any one supplier, geographical location, currency, shipping route
or political regime and also ensures competitive tension is maintained throughout the negotiation phase, thus providing risk mitigation
against price and contract terms in the event that one supplier cannot meet the conditions required by the project and ensures a final
contract structure which can attract project finance in the financial close stage.

Financial close

This stage relates to the crystallisation of the project into the construction stage. This may involve either the sale of the project, in whole
or part, or securing project financing enabling the project to be constructed. During this stage the Company is exposed to the following
additional risks:

changes to the Renewables Obligation Order if such a change caused uncertainty that prevented project finance from being secured,
or significantly reduced the amount of debt that could be secured;

the general availability of finance to fund the construction of power plants, and the levels of lending that can be secured; and
changes to interest rates which may impact the cost of financing biomass power projects;
the ability to secure equity on acceptable terms for the construction of projects once debt is in place;

depressed market for the sale of projects, leading to low prices or no willing buyers.

www.heliusenergy.com
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Directors’ report continued

Principal risks and uncertainties continued

Development risks continued

Financial close continued

Project development costs incurred during the consenting, planning and development, and financial close stages of the development cycle
are capitalised and shown in the financial statements as development projects in progress. In the event that any of the risks described above
prevent a project progressing, there is a risk of impairment of the carrying value of the asset. It is the Boards view that once the project
has a planning and development consent, these risks are mitigated by the potential to sell a project for at least its book value.

The Company has experience in negotiating finance arrangements for power plants and understands the contract structures required
to secure project finance. Additionally the Company has relationships with a number of project finance banks, utility and large industrial
companies allowing project finance or sale discussions to be initiated.

Construction
This stage is reached once financing, both debt and equity, is secure and all project contracts are entered into.

During this stage the Company is exposed to the following specific risks:
cost overruns by contractors or claims made may result in a need for additional equity or debt funding;

delays to the construction programme leading to higher than planned interest charges during the construction programme and
may delay the commencement of operating cash flows to fund the Company’s ongoing activities;

failure of the completed plant to operate as planned; and
supplier insolvency.

The Company seeks to mitigate these risks through the negotiation of fixed price contracts with reputable contractors and by ensuring
that financing plans include adequate levels of contingency to accommodate cost overruns. Additionally, the Company seeks to appoint
an owner’s engineer with significant experience to oversee the project programme once construction commences.

With specific regard to the Stallingborough project which is subject to an earn-out agreement in favour of Helius, in the event that RWE
does not commence construction before January 2013, there is a risk that the Company will not receive the payment of £9.3 million under
the deed of amendment, in this circumstance, the original earn-out arrangement would be reinstated. However, there might then be
significant uncertainty over the timing of any payment under the earn-out unless a firm construction and commercial operation date
could be established. This uncertainty would be reflected in the carrying value of the earn-out receivable at that point.

Operation
The Company is not currently exposed to risks from plant operation.

Directors
The following directors have held office throughout the financial year:

Mr Keith Henry (non-executive Chairman)

Dr Adrian Bowles (Chief Executive Officer)

Mr Alan Lyons (Chief Financial Officer)

Mr Christopher Corner (Commercial Director)

Mr J Barclay Forrest (non-executive)

Mr John Seed (non-executive)

Mr David Brocksom (non-executive) - appointed December 2009
Mr Angus Macdonald [non-executive) - appointed June 2010

www.heliusenergy.com
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Substantial shareholders and directors’ holdings

At 5 January 2011, being the latest practicable date prior to the publication of this document, the Company has been advised of the

following shareholdings of 3% or more and the shareholdings of directors in the issued share capital of Helius Energy plc:

Number Percentage of Number of shares

of shares issued shares under option/reward
Independent shareholder
Fidelity (UK] 8,026,932 9.36% nil
Mr and Mrs David Sonnenberg 5,661,500 6.5% nil
Strathclyde Pension Fund 3,682,883 4.23% nil
Ignis 3,653,032 4.19% nil
Hawkwood 3,300,000 3.79% nil
Gartmore Investment Management 2,400,000 2.75% nil
Directors’ shareholdings
Mr and Mrs Angus Macdonald 16,675,736 19.14% nil
Mr and Mrs Christopher Corner 5,558,242 6.38% 1,147,916
Mr John Seed 3,277,473 3.76% 1,612,916
Dr Adrian Bowles 2,027,473 2.33% 2,582,916
Mr & Mrs J Barclay Forrest 1,106,704 1.27% 279,166
Mr Keith Henry 100,000 0.11% 1,000,000
Mr Alan Lyons 3,000 — 1,902,916

Directors’ remuneration

The Remuneration Committee comprises all of the non-executive directors of the Company and is chaired by Barclay Forrest. It reviews
the performance of the directors and sets their remuneration, determines the payment of bonuses to directors and considers bonuses and
option grants to employees of the Company as a whole. No member of the Board is permitted directly to participate in decisions concerning
his own remuneration. The Company uses the services of external remuneration and benefits consultants where appropriate in order to

benchmark the remuneration of executives and key personnel.

Gain on Year ended Year ended
share Health 30 September 30 September
Fees/salary Pension Bonus options scheme 2010 2009**
£000 £000 £000 £000 £000 £000 £000
Executive directors

Adrian Bowles 175 13 - - 2 190 276
Alan Lyons 150 11 — — 1 162 274
Christopher Corner 137 " — — 1 149 251

Non-executive directors
Keith Henry 80 - — — - 80 13
Angus Macdonald 12 — — — — 12 —
David Brocksom 30 — — — — 30 —
John Seed* 69 3 — — 1 73 297
Barclay Forrest 36 — — — — 36 92
Total 689 38 — — 5 732 1,203

* Pension and health care costs relate to the period during which John Seed handed over his previous Executive responsibilities.

** 2009 excludes £352,000 of remuneration relating to A Worrall and M Morris who resigned during that year.
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Directors’ report continued

Directors’ remuneration continued

The number of ordinary shares subject to options granted and to the Long-term Incentive Plan outstanding as at the 30 September 2010:

2010 2010

2010 2010 Number of Number of
Number of Number of ordinary shares ordinary shares 2010 2009
ordinary shares ordinary shares subject to subject to Total number of Total number of
subject to subject to options granted options granted ordinary shares ordinary shares
options granted options granted  under the Unapproved under the outstanding outstanding
under the under the Performance Long Term under the under the
EMI Approved Plan Unapproved Plan Incentive Plan Incentive Plan plans plans

Executive directors

Adrian Bowles 832,916 — 750,000 1,000,000 2,582,916 1,582,916
Alan Lyons 305,084 527,832 750,000 320,000 1,902,916 1,582,916
Christopher Corner 832,916 — 80,000 235,000 1,147,916 912,916
Non-executive directors —
Keith Henry — — — 1,000,000 1,000,000 —
Angus Macdonald — — — — — —
David Brocksom — — — — — —
John Seed 832,916 — 80,000 600,000 1,512,916 912,916
Barclay Forrest — 229,166 50,000 — 279,166 279,166
Total 2,808,832 756,998 1,710,000 3,155,000 8,425,830 5,270,830

The details of the above plans and schemes are further explained in note 20.
The IFRS 2 ‘Share-based Payment’ charge for the directors is £218,447 (2009: £33,377).
Service contracts

The service agreements with the executive directors have a notice period of twelve months. The non-executive directors have service
contracts with a notice period of three months. Notice periods are mutual.

Employment policy
It is the policy of the Company to operate a fair employment policy. No employee or job applicant is less favourably treated than another

on the grounds of their sex, sexual orientation, age, marital status, religion, race, nationality, ethnic or national origin, colour or disability

and all appointments and promotions are determined solely on merit. The directors encourage employees to be aware of all issues
affecting the Group and place considerable emphasis on employees sharing in its success.

Environment
The Company adheres to all environmental regulations and has, where possible, utilised environmental-sustaining policies such
as recycling and waste reduction.

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

Trade creditor days for the Group at 30 September 2010 were 56 days (2009: 40 days).

Financial instruments
Details of the Company’s exposure to risk from the use of financial instruments are set out in the notes to the financial statements.

Charitable and political contributions
During the year the Company made no charitable or political donations and did not attend any political conferences.

www.heliusenergy.com



Helius Energy plc fl 7
annual report and accounts 2010

Statement of directors’ responsibilities
The directors are responsible for preparing the directors’ report, the annual report and the financial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have elected

to prepare the Company’s financial statements in accordance with International Financial Reporting Standards ("IFRS”) as adopted by

the European Union and the Company financial statements in accordance with United Kingdom Generally Accepted Accounting Practice
("United Kingdom Accounting Standards and applicable law"]. Under company law the directors must not approve the financial statements
unless they are satisfied that they give a true and fair view of the state of affairs of the Group and Company and of the profit or loss of the
Group for that period. The directors are also required to prepare financial statements in accordance with the rules of the London Stock
Exchange for companies trading securities on AIM.

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

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

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company’s transactions

and disclose with reasonable accuracy at any time the financial position of the Company and enable them to ensure that the financial statements
comply with the requirements of the Companies Act 2006. They are also responsible for safeguarding the assets of the Company and hence
for taking reasonable steps for the prevention and detection of fraud and other irregularities.

Website publication

The directors are responsible for ensuring the annual report and the financial statements are made available on a website. Financial statements
are published on the Company’s website in accordance with legislation in the United Kingdom governing the preparation and dissemination of
financial statements, which may vary from legislation in other jurisdictions. The maintenance and integrity of the Company’s website is the
responsibility of the directors. The directors’ responsibility also extends to the ongoing integrity of the financial statements contained therein.

Auditors

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

BDO LLP were re-appointed as auditors during the period and have expressed their willingness to continue in office. A resolution
re-appointing them will be proposed at the Annual General Meeting.

By order of the Board

Alan Lyons
Chief Financial Officer
24 January 2011
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Corporate governance

Compliance

Throughout the period ended 30 September 2010 the Company complied with the applicable corporate governance rules and best practice
provisions for companies set out in the Combined Code on Corporate Governance. The Company continues to keep its overall system of
internal control under review.

Board effectiveness
With the appointment of Angus MacDonald on 3 June 2010, the Board comprises the non-executive Chairman, four other non-executive
directors and three executive directors.

There is a clear separation of the roles of Chairman and Chief Executive Officer to ensure an appropriate balance of power and authority.
The Board is responsible for leading and controlling the Company’s activities and, in particular:

providing entrepreneurial leadership of the Company within a framework of prudent and effective controls which enable risks to be
assessed and managed;

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

reviewing management performance;

setting the Company’s values and standards and ensuring that the Company’s obligations to its shareholders and others are
understood and met;

approving substantial transactions, contracts and commitments;

reviewing the performance of the Company;

undertaking risk assessment; and

scrutinising and approving senior appointments to the management team.
The key procedures which exist to provide effective internal control are as follows:

holding regular Board, Audit and Remuneration Committee meetings;

clear limits of authority;

annual revenue and cash flow forecasts;

review of monthly management accounts;

financial controls and procedures; and

review of risks and internal controls.

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

The non-executive directors bring additional experience and knowledge and are independent of management and any business or other
relationship that could interfere with the exercise of independent judgement. This provides a balance whereby an individual or small group
cannot dominate the Board's decision making.
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Board committees
The Company has an Audit Committee and a Remuneration Committee.

The Audit Committee is comprised of all non-executive directors of the Company and is chaired by David Brocksom. The Audit Committee
determines the application of the financial reporting and internal control principles for the Company, including reviewing the effectiveness
of the Company'’s financial reporting, internal control and risk management procedures and the scope, quality and results of the external

audit. The Audit Committee has primary responsibility for the appointment of the external auditor.

The Remuneration Committee comprises all of the non-executive directors of the Company and is chaired by J Barclay Forrest. It reviews
the performance of the directors and sets their remuneration, determines the payment of bonuses to directors and considers bonuses and
option grants to employees of the Company as a whole. No member of the Board is permitted directly to participate in decisions concerning
his own remuneration. The Company uses the services of external remuneration and benefits consultants where appropriate.

During the financial year ending on 30 September 2010, the number of Board and committee meetings attended by individual directors
was as follows:

Board Audit Remuneration
Keith Henry 12/12 2/2 A
David Brocksom - appointed December 2009 10/10 2/2 A
Angus MacDonald - appointed June 2010 3/3 — A
J Barclay Forrest 9/12 0/2 1/1
John Seed 7/12 0/2 A
Adrian Bowles 12/12 2/2 —
Alan Lyons 12/12 2/2 —
Chris Corner 11/12 — —

The maximum number of meetings for each individual director is the number they were eligible to attend.

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

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

The Annual General Meeting is used to communicate with investors and documents are sent to shareholders at least 21 working days before
the meeting. The chairmen of the Audit and Remuneration Committees are available to answer relevant questions. Separate resolutions
are proposed on each substantive issue so that they can be given proper consideration and there is a resolution to receive and consider
the annual report and financial statements. The Company counts all proxy votes and will indicate the levels of proxies lodged, in respect
of each resolution after that resolution has been voted on by a show of hands.

By order of the Board

kot

William J Ingram Hill
Company Secretary
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Independent auditors’ report
To the shareholders of Helius Energy plc

We have audited the financial statements of Helius Energy plc for the year ended 30 September 2010 which comprise the consolidated
statement of comprehensive income, the consolidated statement of financial position and parent company balance sheet, the consolidated
statement of cash flows, the consolidated statement of changes in equity and the related notes. The financial reporting framework that has
been applied in the preparation of the Group financial statements is applicable law and International Financial Reporting Standards ["IFRS”)
as adopted by the European Union. The financial reporting framework that has been applied in preparation of the parent company financial
statements is applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice).

This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 Part 16 of the Companies Act 2006.

Our audit work has been undertaken so that we might state to the Company’'s members those matters we are required to state to them

in an auditors’ report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone
other than the Company and the Company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditors

As explained more fully in the statement of directors’ responsibilities, the directors are responsible for the preparation of the financial
statements and for being satisfied that they give a true and fair view. Our responsibility is to audit the financial statements in accordance
with applicable law and International Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing
Practices Board's ("APB’s") Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give reasonable assurance
that the financial statements are free from material misstatement, whether caused by fraud or error. This includes an assessment of: whether
the accounting policies are appropriate to the Group’s and the Company’s circumstances and have been consistently applied and adequately
disclosed; the reasonableness of significant accounting estimates made by the directors; and the overall presentation of the financial statements.

Opinion on financial statements
In our opinion:

the financial statements give a true and fair view of the state of the Group and the parent company’s affairs as at 30 September 2010
and of the Group's loss for the year then ended;

the Group financial statements have been properly prepared in accordance with IFRS as adopted by the European Union;

the parent company’s financial statements have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice; and

the financial statements have been prepared in accordance with the requirements of the Companies Act 2006.
Opinion on other matters prescribed by the Companies Act 2006

In our opinion the information given in the directors’ report for the financial year for which the financial statements are prepared is
consistent with the financial statements.

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

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

the parent company financial statements are not in agreement with the accounting records and returns;
certain disclosures of directors’ remuneration specified by law are not made; or

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

Nicholas Giles Wharton (Senior Statutory Auditor)
For and on behalf of BDO LLP, statutory auditor
Leeds, United Kingdom

24 January 2011

BDO LLP is a limited liability partnership registered in England and Wales (with registered number 0C305127).
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Consolidated statement of comprehensive income
For the year ended 30 September 2010
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Year ended Year ended

30 September 30 September

2010 2009

Note £ £

Revenue 4 - 553,760
Cost of sales — (540,735)
Gross profit — 13,025
Other administrative expenses (1,958,270) (2,158,629)
Share-based payment costs (303,573) (58,174)
Impairment of property, plant and equipment 11 (124,192) (58,569)
Impairment of other receivables 15 (80,000) (210,000)
Total administrative expenses (2,466,035) (2,485,372)
Adjustment to the earn-out receivable from changes in expected cash flows 13 (4,923,000) (2,170,000
Operating loss 5 (7,389,035) (4,642,347)
Finance income 7 1,204,952 667,958
Finance expenses 7 - —
Loss before tax (6,184,083) (3,974,389)
Tax expense 8 — —
Loss for the year attributable to equity holders of the parent company (6,184,083) (3,974,389)
Other comprehensive income net of tax - —
Total comprehensive loss for the year attributable to equity holders of the parent company (6,184,083) (3,974,389)
Basic loss per share attributable to equity holders of the parent company (pence) 9 (7.17) (4.69)
Diluted loss per share attributable to equity holders of the parent company (pence) 9 (7.17) (4.69)

The notes on pages 25 to 45 form part of these financial statements.

www.heliusenergy.com




22

Consolidated statement of financial position
As at 30 September 2010
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Year ended Year ended
30 September 30 September
2010 2009
Note £ £
Non-current assets
Property, plant and equipment " 6,371,774 3,497,954
Loans and receivables 13 8,381,000 12,298,000
Total non-current assets 14,752,774 15,795,954
Current assets
Trade and other receivables 15 407,839 561,311
Cash and cash equivalents 10,119,881 14,731,381
Total current assets 10,527,720 15,292,692
Total assets 25,280,494 31,088,646
Current liabilities
Loans and borrowings 17 — (76,489)
Trade and other payables 16 (727,800) (861,053)
Total current liabilities (727,800) (937,542)
Total liabilities (727,800) (937,542)
Total net assets 24,552,694 30,151,104
Total capital and reserves attributable to equity holders of the parent company
Share capital 18 871,235 847,727
Share premium reserve 18 5,066,214 4,807,622
Capital redemption reserve 18 10,130 10,130
Merger reserve 18 410,833 1,850,225
Retained earnings 18 18,194,282 22,635,400
Total equity 24,552,694 30,151,104

The notes on pages 25 to 45 form part of these financial statements.

The financial statements were approved and authorised for issue by the Board of directors on 24 January 2011 and were signed on its behalf by:

Alan. .

Alan Lyons
Chief Financial Officer
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Consolidated statement of cash flows
For the year ended 30 September 2010

Year ended Year ended
30 September 30 September
2010 2009
Note £ £

Operating activities
Loss for the year (6,184,083) (3,974,389)
Impairment of property, plant and equipment 11 124,192 58,569
Depreciation 41,173 23,758
Finance income 7 (1,204,952) (667,958)
Share option costs 303,573 58,174
Adjustment to the earn-out receivable from change in expected cash flows 4,923,000 2,170,000
Cash flow from operations before changes in working capital (1,997,097) (2,331,846)
Decrease in trade and other receivables 253,472 56,951
Decrease in trade and other payables (133,253) (5,672,886)
Total changes in working capital 120,219 (5,615,935)
Net cash used in operating activities (1,876,878) (7,947,781

Investing activities
Purchase of property, plant and equipment 11 (3,039,185) (2,928,977
Cash received on sale of Helius Alpha 13 - 1,395,000
Interest received 7 98,952 453,958
Net cash used in investing activities (2,940,233) (1,080,019)

Financing activities
Share issue 282,100 43,000
Purchase of ordinary shares for cancellation — (232,990)
Loan repayment (76,489) —
Net cash from financing activities 205,611 (189,990)
Net decrease in cash and cash equivalents (4,611,500) (9,217,790
Cash and cash equivalents at the beginning of the period 14,731,381 23,949,171
Cash and cash equivalents at the end of the year 10,119,881 14,731,381

The notes on pages 25 to 45 form part of these financial statements.
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Convertible Share Share Merger Retained
debt reserve capital premium reserve earnings Total
2009 £ £ £ £ £ £
Changes in equity
At 1 October 2008 — 854,274 4,768,205 1,850,225 26,784,605 34,257,309
Loss for the year — — — — (3,974,389) (3,974,389)
Total comprehensive loss for the year — — — — (3,974,389 (3,974,389)
Issue of share capital — 3,583 39,417 — — 43,000
Share-based payments — — — — 58,174 58,174
Share buyback 10,130 (10,130) — — (232,990 (232,990
At 30 September 2009 10,130 847,727 4,807,622 1,850,225 22,635,400 30,151,104
Capital
redemption Share Share Merger Retained
reserve capital premium reserve earnings Total
2010 £ £ £ £ £ £
Changes in equity
At 1 October 2009 10,130 847,727 4,807,622 1,850,225 22,635,400 30,151,104
Loss for the year — — — — (6,184,083) (6,184,083)
Total comprehensive loss for the year — — — — (6,184,083) (6,184,083)
Issue of share capital — 23,508 258,592 — — 282,100
Share-based payments — — — — 303,573 303,573
Subsidiary DPS Ltd dissolved — — — (1,439,392) 1,439,392 —
At 30 September 2010 10,130 871,235 5,066,214 410,833 18,194,282 24,552,694

The notes on pages 25 to 45 form part of these financial statements.
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Notes to the consolidated financial statements

1. Accounting policies

Basis of preparation

These consolidated financial statements have been prepared in accordance with International Financial Reporting Standards ("IFRS"] and
IFRIC Interpretations issued by the International Accounting Standards Board ("IASB”) as adopted by the EU and with those parts of the
Companies Act 2006 applicable to companies preparing their accounts under IFRS. The Group has elected to prepare its parent company
financial statements in accordance with UK GAAP; these are presented on page 46.

Basis of consolidation

Where the Company has the power, either directly or indirectly, to govern the financial and operating policies of another entity or business
so as to obtain benefits from its activities, it is classified as a subsidiary. Intercompany transactions and balances between Group companies
are therefore eliminated in full as at 30 September 2010.

The consolidated financial statements incorporate the results of Helius Energy plc and all of its subsidiary undertakings as at 30 September 2010,
using the acquisition or merger method of accounting as required. Where the acquisition method is used, the results of the subsidiary
undertakings are included from the date of acquisition.

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

As this transaction is outside the scope of IFRS 3 and in the absence of any relevant guidance under International Financial Reporting
Standards, the acquisition has been accounted for as a Company reconstruction as permitted under UK Financial Reporting Standard 6,
the most relevant accounting treatment that can be applied to the situation.

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

Changes in accounting policies

(a] New standards, amendments to published standards and interpretations to existing standards effective in the year ended
30 September 2010 adopted by the Company:
IAS 1 'Presentation of Financial Statements’ [revised) includes the requirement to present a statement of changes in equity as a primary
statement and introduces the possibility of either a single statement of comprehensive income (combining the income statement and
a statement of comprehensive income] or to retain the income statement with a supplementary statement of comprehensive income.
The first option has been adopted by the Company. As this standard is concerned with presentation only it does not have any impact
on the results or net assets of the Company.

IFRS 8 ‘Operating Segments’ requires operating segments to be identified on the basis of internal reports about components of the
Group that are regularly reviewed by the Chief Operating Decision Maker ("CODM”). By contrast IAS 14 ‘Segmental Reporting’ required
business and geographical segments to be identified on a risks and rewards approach. The business segmental reporting bases used
by the Company in previous years are those which are reported to the CODM, so the changes to the segmental reporting for 2009 are
in respect of additional disclosure only.

Amendment to IFRS 2 ‘Share-based Payments: Vesting Conditions and Cancellations’ results in an immediate acceleration of the IFRS 2
expense that would otherwise have been recognised in future periods should an employee decide to stop contributing to the savings
plan. Management has concluded that to date there has been no impact on the results of the Company as a result of this amendment.

IFRS 7 ‘Financial Instruments: Disclosures’ requires the analysis of each class of financial asset and financial liability that is measured
at fair value in the statement of financial position, into a three level fair value measurement hierarchy. It requires additional disclosures in
respect of those financial instruments classified as Level Three (namely those that are measured using a valuation technique which uses
inputs that are not based on observable market datal. It also implements some changes to the definition of and disclosures associated
with liquidity risk. This is a disclosure amendment and has no impact on the results or net assets of the Company.
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Notes to the consolidated financial statements continued

1. Accounting policies continued

Changes in accounting policies continued

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

The following standards, amendments and interpretations to published standards are mandatory for accounting periods beginning on
or after 1 January 2009 but are currently not relevant to the Company’s operations:

IFRIC 15 ‘Agreements for the Construction of Real Estate’ (effective for accounting periods beginning on or after 1 January 2009).
IAS 23 ‘Borrowing Costs’ (revised] (effective for accounting periods beginning on or after 1 January 2009).

Amendments to IAS 27 ‘Consolidated and Separate Financial Statements’ (effective for accounting periods beginning on or after
1 January 2009).

IFRS 2 ‘Group Cash-settled Share-based Payment Transactions’.

Revised IFRS 3 '‘Business Combinations and complementary amendments to IAS 27", ‘Consolidated and Separate Financial Statements’
[both effective for accounting periods beginning on or after 1 July 2009).

IAS 39 ‘Financial Instruments, Recognition and Measurement, Eligible Hedged Items’.

IFRIC 17 ‘Distribution of Non-cash Assets to Owners'.

IFRIC 18 ‘Transfer of Assets from Customers'.

IFRIC 19 "Extinguishing Financial Liabilities with Equity Instruments’.

IFRIC 9 and IAS 39 'Embedded Derivatives'.

Amendments to IAS 32 and IAS 1 "Puttable Financial Instruments and Obligations Arising on Liquidation’.
Amendment to IAS 32 ‘Classification of Rights Issues’.

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

Certain new standards, amendments and interpretations to existing standards have been published that are mandatory for the Company’s
accounting periods beginning on or after 1 January 2011 or later periods and which the Company has decided not to adopt early. Management
is currently assessing the impact of these amendments.

IAS 24 'Related Party Disclosures’. The revision to IAS 24 is in response to concerns that the previous disclosure requirements and the definition
of a related party were too complex and difficult to apply in practice, especially in environments where government control is pervasive.

IFRIC 14 and IAS 19 "Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction’. This amendment applies
in the limited circumstances when an entity is subject to minimum funding requirements and makes an early payment of contributions
to cover those requirements. The amendment permits such an entity to treat the benefit of such an early payment as an asset.

The improvements to IFRS. Improvements in this amendment clarify the requirements of IFRS and eliminate inconsistencies within and
between standards.

The changes include amendments to:
IFRS 1 First-time Adoption of International Financial Reporting Standards’.
IFRS 3 (Revised 2008] ‘Business Combinations'.
IFRS 7 'Financial Instruments’.
IAS 1 (Revised 2007) ‘Presentation of Financial Statements’.
IAS 34 ‘Interim Financial Reporting’.
IFRIC 13 ‘Customer Loyalty Programmes’.
IAS 21 The Effects of Changes in Foreign Exchange Rates'.
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1. Accounting policies continued

Changes in accounting policies continued

(c) Standards, amendments and interpretations to published standards not yet effective and not adopted early by the Company continued
IAS 28 ‘Investments in Associates'.

IAS 27 (as amended 2008) ‘Consolidated and Separate Financial Statements’.

IFRS 7 ‘Transfers of Financial Assets’. This amendment requires the disclosure of information in respect of all transferred financial assets
that are not derecognised and for any continuing involvement in a transferred asset, existing at the reporting date, irrespective of when
the related transfer transaction occurred.

Revenue recognition
Revenue for the Group is measured at the fair value of the consideration received or receivable. Revenue comprises the amounts receivable
for services provided net of value added tax.

The Company recognises revenue for services provided when the amount of revenue can be reliably measured and it is probable that future
economic benefits will flow to the entity.

Impairment of non-financial assets

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

Where it is not possible to estimate the recoverable amount of an individual asset, the impairment test is carried out on the asset’s
cash-generating unit (i.e. the lowest group of assets in which the asset belongs for which there are separately identifiable cash flows).

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

Foreign currencies

Transactions entered into by Group entities in a currency other than the currency of the primary economic environment in which they operate

(their “functional currency”) are recorded at the rates ruling when the transactions occur. Foreign currency monetary assets and liabilities

are translated at the rates ruling at the balance sheet date. Exchange differences arising on the retranslation of unsettled monetary assets
and liabilities are recognised immediately in the consolidated income statement.

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

Financial assets
The Group classifies all of its financial assets as loans and receivables as discussed below. The Group has not classified any of its financial
assets as held to maturity.

Loans and receivables: 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 goods and services to customers (e.g. trade receivables), but also incorporate
other types of contractual monetary asset. They are initially recognised at fair value plus transaction costs that are directly attributable to
their acquisition or issue, and are subsequently carried at amortised cost using the effective interest rate method.

The Company's loans and receivables comprise both loans and receivables and trade and other receivables in the Consolidated Statement
of Financial Position.
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