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ACTIVE ENERGY GROUP PLC

CHAIRMAN'S REPORT
for the year ended 3t December 2010

I am pleased to present the results for the year ended 31 December 2010 in my first report since joining Active Energy
as Chairman i Apnl 2011

Over the last two years, Active Energy has been transformed in line with growth opportunities within the environmental
services sector Having mitiated the transformation n 2009, with the establishment of a presence in the voltage
optimisation market, during 2010, the Group made encouraging progress in strengthening its market position, building
partnerships in both the UK and overseas and securing a number ot new contracts

The disposal of the Group's mature, legacy businesses, Gasigmution and Derlite, was completed in October 2010 The
two legacy businesses had continued to make losses, operating in challenging markets, and their disposal 1s expected to

generate significant annualised cost savings as well as cnabling the Group to focus on the opportunities within the
environmental sector

Over the course of 2010, the Board recognised that by broademing the range of environmental services and products
offered, there was an opportunity to create a significantly larger company, with stronger sales pipelines and enhanced
recurring revenues  Theretore, following the year end, in Apnl 2011, Active Energy acqured Red Line Engineering
Services Limited ("Red Line ) with the intention to provide a comprehensive service covering the environmental
requirements of comparues, from consultancy and design through installation to maintenance and the acquisition will
allow Active Energy 1o capitalise on the opportunities available The acquisition enhances the Group’s engineering
capabilities and  establishes a presence n the rail industry, where Red Line holds Transport for London approved
supplier status At the same time the appowntment of several new directors at an operational level will underpin our
growth ambitions, bringing additional skills and sector experience

We believe that the Group 1s well placed to grow substantially, benefitting from a first mover advantage As compantes
seek to manage their environmental impact, driven by regulatory requirements and the potential for cost reductions, it 1s
our aim to offer a market-leading proposition and following the placing to rmse £1 8m gross completed in May 2011,
the Group has a strong balance sheet and the foundations 1n place o accelerate Active Energy’s growth

Financial review

Following the disposal of Gasignition and Derlite in October 2010, the results reported below only include continuing
operattons 2009 figures have been restated to reflect the disposal

For the year ended 31 December 2010. Group revenues for continuing activities almost tripled to £2 97m (2009
£1 04m) as our strategy to build a presence 1n the voltage optimisation market gained tract:on and we secured a number
of new contracts The loss for the year from continuing operations was £1 4m (2009 £0 87m) The loss for the year
after accounung for a £0 55m loss from discontinued operations and a stock adjustment of £0 195m was £1 96m (2009
£1 18m) The loss per share was 1 95p (2009 1 63p)

In October 2010, we sold our two non-core businesses in the UK and Thailand Following the sale, the company will
recerve £3545,000, which includes £300,000 of assumed debt to be repaid and sales proceeds of £245,000 The sale
proceeds of £245,000 have a net present value of £213,500 The company has recerved £70 000 and the remainder 15
payable in instalments over the next five years

Cash balances as at 31 December 2010 were £652.044 (2009 £840 122) [n July 2010, Acuve Energy completed a
placing of 19,871,425 new ordinary shares, raising gross proceeds of £1 39 mulhon (£1 32 milhon after expenses) In
August 2010, there was also a Bonus I[ssue of shares made to existing sharcholders, equating to | new Ordinary Share
for every 20 Ordinary Shares held Afier the period end, in May 2011, the Group completed a further placing of
65.500 000 new ordinary shares to raise £1 8m gross (£1 62m net of expenses) to assist the Company’s development
nto an end-to-end environmental services and solutions business providing a robust platform for future growth

The Directors will not be recommending the payment of a dividend (2009 £nil)
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ACTIVE ENERGY GROUP PLC

CHAIRMAN'S REPORT
for the year ended 31 December 2010

Operating review

As indicated above, Acuve Energy has undergone a considerable transformation since the launch of the voltage
optimisation business 1n 2009  The vear under review demonstrates encouraging momentum, with the Group
achieving significant progress

In February 2010, Active Energy entered into a partnership with a subsidhary of Scottish and Southern Energy plc, SSE
Contracting (formerly Southern Electric Contracting), to provide both sales and installation support Under the terms
of the agreement, Active Lnergy was recognised as the preferred supplier of vollage optimisation technology to SSE
Contracting with the agreement also enabling the Group to install major orders within tight frameworks, such as the
Mimistry of Justice contract signed in February 2010 for VoltageMaster units across 52 courts  The partnership has
also helped to secure new contracts with the likes of the National Trust, RNLI and SAGA

The Group 15 also working closely with government bodies in the UK and the framework agreement with the Eastern
Shires Purchasing Orgamisation, a local authonity purchasing consortium for Government departments, helped the
Group to secure contracts with five prisons across the UK The agreement simplifies the purchasing process for
Government departments and 1t 15 therefore encouraging that it was renewed for a further year, until August 2012

Having focused the Group strategy on bulding a presence in the energy efficiency sector with a voltage optimisation
offering, the Group’s mature, legacy businesses, Gasigmiuon Limited i the UK and Derlite Limited i Thailand,
continued to face challenging market conditions  Therefore, in October 2010, Active Energy completed the disposal of
these two non-core bustnesses to Kevin Baker. who stepped down from his rote as Actrve Energy’s Chiet Executive at
the same time

Demand for environmentally friendly products has continued to grow, driven by regulatory requirements and the need
to reduce energy costs and Active Energy has benefited from this trend During the year under review the Group won
some significant new contracts, including South Lanarkshire Counctl and Nuncaton and Bedworth Council and since
the start of the new financial year, further new contracts have been secured with the likes of the National Physical
Laboratory, Edinburgh Couneil and Peterborough City Counctl

Post-period events

Following the year end, the Board entered a new phase n its development 1t expanded its offering to include full
environmental services and solutions The new strategy commenced in April 2011 with the acquisition of Red Line
which significantly enhances Active Energy’s engincering capabilitics and opens up new market opportunities,
especially in the rail industry At the time of the acquisition, Gavin Little joined the Board as Executive Charrman to
lead the growth phase bringing 20 years’ sales, marketing and general management expenence. most recently with
British American Tobacco Co Ple as CEO of the Northern Europe region, where he was responsible for strategy and
operations, overseeing the restructuring and corporate development of the £700m turnover business Philip Patmer,
formerly Chairman, remains on the Board as Executive Director The management team was further strengthened by
the appointment of three operational directors. Laurence Unwin as Managing Director Andrew Smart as Operations
Director and John T'arbet as New Business Development Director ‘Lhe three directors have extensive experience of
winning and delivering major engineering and environmental projects, and their knowledge and skills will help to drive
the Group s future development

In order to take advantage of opportunities available, in May 2011, the Company completed a placing to raise £1 8m
gross The funds will be used to support the delivery of the new strategy

Change of name

Al the Annual General Meeting held on 30 July 2010 a special resolution was approved by shareholders to change the
name of the company to Active Energy Group plc to reflect the growth of that part of the Group’s bustnesses

Bonus 1ssue

A Bonus Issue of 5,343 148 ordinary shares was approved by shareholders at the Annual General Meeting held on 30
July 2010 and were admutted to trade on AIM on 2 August 2010
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ACTIVE ENERGY GROUP PLC

CHAIRMAN'S REPORT
for the year ended 31 December 2010

Cancellation of deferred shares

On 17 November 2009 at an Extraordinary General Meeting the shareholders of the Company approved a proposal for
the Company to make an application to the High Court for the cancellauon of all the Company’s defcrred shares and a
reduction in the Company’s share premium account m order to create sufficient reserves and thus eliminate the
Company’s accumulated losses of £5,599,643, which existed as at 31 December 2008 The Company received an Order
from the Court confirming the reduction of capital and approving the new Statement of Caputal on t8 February 2010
This means that the Authorised Share Capital now comprises 500,000,000 new ordinary shares of 1 pence each The
new Statement of Capital indicates that there are 112,208,971 allotted 1ssued and fully paid ordinary 1p shares with
value of £1,122,090

Outlook

Your Board believes that the progress made to date at Active Energy estabhishes a strong platform for the Company s
future growth The Board believes that there are exciting opporturutics for Active Energy to posttion itself as the
market-leading environmental services and solutions provider The increasing demand for environmental solutions
across a broad spectrum of 1ssues 1s creating the potential for significant growth The Group already has relationships
and expertise now wcluding within the rail industry, and the Board 1s confident that 1t 1s well placed to reabhse 1ts
growth ambitions

Gavin Little
Chairman
28 June 2011
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ACTIVE ENERGY GROUP PL.C

REPORT OF THE DIRECTORS
for the year ended 31 December 2010

The directors present their report with the financial statements of the company and the group for the year ended
31 December 2010

PRINCIPAL ACTIVITY

The principal activity of the Group n the vear under review was the sale of voltage optimmzation equipment The
principal place of business for the Group 1s the UK The secondary activity, which was disposed of 1n October 2010,
was the manufacturing and sale of gas ignition systems for gas cookers, gas ovens and gas boilers This secondary
business was based in Samutprakarn Thailand

CHANGE OF NAME
On 30 July 2010 the Company changed its name from Cinpart PLC to Active Energy Group PLC

REVIEW OF THE BUSINESS

The results for the year and financial position of the Company and the Group are as shown 1 the annexed financial
statements

A review of the Group s activities and KPIs during the year together with an indication of future developments 1s given
in the Chairman s report on page 2

Active Energy

Active Energy Limuted, the principal operating subsidiary continued to make progress i the voltage optimization
market Importantly, the company won a major tender from Fhe Mimistry of Justice to supply 52 Magistrates Courts
with VoltageMaster umts In addition further orders were won from The Mimistry of Justice for 5 prisons Units were
also mnstalled 1n a number of private prisons

The Directors believe that despite the economic climate and the cutbacks m public and government spending the
opportumties for energy and carbon savings achievable with voltage opumization will continue to provide an
expanding market for Active Energy

Gasigmition and Derlite

During 2010 trading conditions continued to be difficult 1n the white goods market resulting in lower order values and
mcreased competition Given the continuing problems and the unlikelihood of improving markets 1n the medium term
the Board took the decision 10 exit from the gas ignition business and concentrate on the opportumties 1n the voltage
oplimizatien business

Up 1o the end of October 2010 Derlite and Gasignition contributed £1,861,800 to the Groups turnover and made a loss
of £552,281 1n October 2010 the Company disposed of Buckland Hong Kong Limited, the holding company of Derlite
Company Limited and Gasigmtion Limited, the UK sales arm of Derlite, to Kevin Baker, the ex-Chief Executive of the
Group

Following the sale the company will receive £545 000, which includes £300,000 of assumed debt to be repaid and seal
proceeds of £245,000 The sale proceceds of £245,000 have a net present value of £213,500 The Company has
received £70,000 and the remainder 1s payable in instalments over the next five years

POST BALANCE SHEET EVENTS

The reorgamsation of the Group has continued after the end of the year and the mam developments are outlined in note
25 of these financial statements

DIVIDENDS
No dividend 1s proposed for the year ended 31 December 2010 (2009 £ml)

CANCELLATION OF DEFERRED SHARES

On 18 February 2010 the Company recerved an Order from the High Court confirming the reduction of capital and
approving the new Statement of Capital as approved by the shareholders at an Extraordinary General Meeting held on
17 November 2009
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ACTIVE ENERGY GROUP PLC

REPORT OF THE DIRECTORS
for the year ended 31 December 2010

PRINCIPAL RISKS AND UNCERTAINTIES
The management of the business 1s subject to a number of nisks The key business risks affecting the Group are

a New Business Venture The acquisition of Redline Engineering Services Limited "Red Line* in April 2011 and
the focusing of the business on providing the total range of environmental services and products reduce our
reliance on one product hnuted to the reduction of electrical power consumption only It 1s possible that
potential customers may have concerns about doing business with a new entity but this will be mitigated by the
experience and knowledge of the new management team who have joined as a result of the Red Line
acquisition

b Exchange Rate Vanations Duning the year under review the Group primanly sold its products in GBP £, the
gas 1gnition business had sigmificant sales in US$ There has been significant volatihity in exchange rates
between these currencies While gross margins were affected by prevailing exchange rates in particular the £/$
cross rate, the Group had a natural hedge 1n that the majority of raw matenals are now purchased from China
and these are priced in US$ Going forward, the Group is unlikely to be affected by currency volatility as the
sale of the gas 1gmtion business in 2010 means all transactions, for the toresecable future, will be made n
GBPE

RESEARCH AND DEVELOPMENT

At the end of 2010 a small research and development unit was opened 1n Newcastle to design and evaluate new
technologies applicable to the development of voltage optimization and other energy saving devices and 1s headed up
by Dr Roy Booth, who has many years experience n the development of energy saving technology

NEW MANUFACTURING FACILITIES

As the result of an ongoing legal and commercial disputec with SDC Industries Lid the Group decided in May 2011 to
open a manufacturing facility in Leeds SDC Industries Lid are 2 rminonity sharehelder in Active Energy Ltd and have
been responsible for the manufacture of the VoliageMaster Active Energy Ltd 1s entitled under the terms of the
agreements with SDC Industries Ltd to manufacture the VoltageMaster The new facility, which 1s now fully
operational, will result in greater control over manufacturing, speedser response to customer demand, an improved
product offering and a greatly improved gross margin

The Board believces that the dispute with SDC Industries L.td will not adversely affect the Group

GROUP’S POLICY ON PAYMENT OF CREDITORS

it 1s the Groups pelicy that payments to suppliers are made 1n accordance with those terms and conditions agreed
between the companies of the Group and their respective suppliers, provided that all trading terms and conditions have
been complied with Trade creditors at the year-end amounted to 94 days of average supplies for the year (2009 91
days) All of these calculations are based on year-end figures

FINANCIAL INSTRUMENTS

Details of the use of financial instruments by the Company and by the Group and 1ts subsidiary undertakings are
contained in note 20 of the financial statements
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ACTIVE ENERGY GROUP PLC

REPORT OF THE DIRECTORS
for the year ended 31 December 2010

DIRECTORS
The directors during the year under review were

P E Palmer
K F Baker - resigned 29 10 2010
C K Foster

The beneficial interests of the directors holding office on 31 December 2010 n the 1ssued share capital of the company
were as follows

Jjrizio 1110
New ordinary shares 0 01 shares
P E Palmer 3941,312 3,539,346
C K loster 8201,324 7,525,071

P E Palmer's shareholdings include shares held by Consorua Trustees Limited on behalf of a discretionary trust, the
beneficiaries of which include the family of P E Palmer

Details of Directors' interests in options to acquire ordinary shares are shown 1n note 18
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ACTIVE ENERGY GROUP PLC

REPORT OF THE DIRECTORS
for the year ended 31 December 2010

Directors’ responsibilities

The directors are responstble for preparing the annual report and the financial statements n accordance with apphcable
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 group and company financial statements 1in accordance with International
Fmancial Reporting Standards (IFRSs) as adopted by the European Union  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 penod The directors are also required to prepare
financial statements 1n accordance with the rutes of the London Stock Exchange for companies trading securitics on the
Alternative [nvestment Market

In preparing these financial statements, the directors are required to

. select suntable 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 IFRSs as adopted by the European Umen, subject to

any material departures disclosed and explained 1n the financial statements,

. prepare the financial statements on the going concern basis unless 1t 15 mappropriate 1o presume that the
company will continue in business

The directors are responsible for keeping adequate accounting records that are suifictent 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 Compames 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 legislauon 1n
other junsdictions  The maintenance and integnity of the company's website 1s the responsibility of the directors The
directors' responsibility also extends to the ongoing integrity of the financial statements contained therein

Statement as to disclosure of information to auditors

So far as the Directors are aware, there 15 no relevant audht information (as defined by Section 418 of the Companies
Act 2006) of which the Group’s auditors are unaware. each director has taken steps that he ought to have taken as a
director in order to make himself aware of any relevant audit information and to establish that the Group s auditars are
aware of that information

Auditors

The auditors BDO LLP, will be proposed for re-appotntment

On behalf of the board

14N

Christophgr Boster
Director

28 June 2011
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
ACTIVE ENERGY GROUP PLC

We have audited the financial statements of Active Energy Group Pic tfor the year ended 31 December 2010 which
comprise the consohdated income statemenis, the consohidated statement of comprehensive income, the consolidated
statement of financial position. the company statement of financial position, the consolidated statement changes n
equity, the company statement of changes 1n equity, consolidated statement of cash flows and the company statement of
cash flows and the related notes The financial reporting framework that has been applied m their preparation s
applicable law and International Fmnancial Reporting Standards (IFRSs) as adopted by the Europcan Umion and, as
regards the parent company financial statements, as applied 1in accordance with the provisions of the Companies Act
2006

This report 1s made solely to the company’s members, as a body, 1n accordance with Chapter 3 of 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 auditor’s 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 explamed 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 Qur responsibility 15 to audit and
express an opimon on the financial statements 10 accordance with apphicable 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

A descniption of the scope of an audit of financial statements 1s provided on the APB’s website at
www fre org uk/apb/scope/private ¢fm

Opmnion on financial statements

In our opinion

. the financial statements give a true and fair view of the state of the group’s and the parent company’s affairs as at
31 December 2010 and of the group’s loss for the year then ended.

. the group financial statements have been properly prepared in accordance with IFRSs as adopted by the
European Union,

. the parent company financial statements have been properly prepared 1n accordance with IFRSs as adopted by
the European Union and as applied in accordance with the provisions of the Companies Act 2006, and

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

In our opinton the information given in the directors’ report for the financial year for which the financial statements are
prepared 15 consistent with the financial statements
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
ACTIVE ENERGY GROUP PLC
Matters on which we are required to report by exception

We have nothing to report in respect of the followmg matiers where the Companies Act 2006 requires us to report to
you 1f, 1n our opinion

. adequate accounting records have not been kept by the parent company, or returns adequate for our audit have

not been recetved from branches not visited by us, or
the parent company financial stalements are not in agreement with the accounting records and returns, or
certain disclosures of direclors’ remuneration specified by law are not made, or

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

[yge o f

Sephia Hill (semor statutory audiior)

For and on behalf of BDO LLP, statutory auditor
London

United Kingdom

28 June 2011

BDO LLP 15 a mited Lability partnershup registered in England and Wales (with registered number OC305127)
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ACTIVE ENERGY GROUP PLC

CONSOLIDATED INCOME STATEMENT
for the year ended 31 December 2010

Notes

CONTINUING OPERATIONS
Revenue 2

Cost of sales
GROSS PROFIT
Admumistrative expenses

OPERATING LOSS

Finance income 4

LOSS BEFORE INCOME TAX

[ncome tax 6

LOSS FOR THE YEAR FROM CONTINUING OPERATIONS
Loss from discontinued operations net of tax 23

LOSS FOR THE YEAR

Loss attnbutable to
Owners of the parent
Non-controlling interests

Earnings per share expressed
n pence per share 8
Basic and diluted

Continuing operations

2010

£

2,972,711
(2,605,112}

367,599
(1,785,048)

(1,417,449)
4,902

(1,412,547)

(1,412,547)
(552,281)

(1,964,828)

(1,760,702)
(204,126)

( 964,828)

The notes form part of these financial statements
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2009
Restated
£

1,036,188
(773,532)

262,656
(1,136,838)

(874,182)

(874.182)

(874,182)
(301,694)

(1.175,876)

(1,175,876)

1.175.876)
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ACTIVE ENERGY GROUP PLC

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

for the year ended 31 December 2010

LOSS FOR THE YEAR

OTHER COMPREHENSIVE INCOME
Exchange differences on translaung
Release on disposal of foreign subsidiaries

OTHER COMPREHENSIVE INCOME FOR THE YEAR,
NET OF INCOME TAX

TOTAL COMPREHENSIVE INCOME FOR THE YEAR
Total comprehensive income attributable to

Owners of the parent
Non-controlling imterests

2010
£

(1,964,828)

(47,000)
26,506

(20,494)

(1,985,322)

(1,781,1%6)
(204,126)

The notes form part of these financial statements
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2009
Restated
£

(1,175,876)

(107,253)

(107,253)

(1,283,129)
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ACTIVE ENERGY GROUP PLC

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
31 December 2010

2010 2009
Noles £ £
ASSETS
NON-CURRENT ASSETS
Goodwill 9 180,625 285,653
Property, plant and equipment 10 54,549 191,106
Other receivables 13 380,000 -
615,174 476 759
CURRENT ASSETS
Inventores 12 130,905 428,202
Trade and other receivables 13 690,122 1,726,873
Cash and cash equivalents 14 652,044 840,122
473,071 2,995 197
TOTAL ASSETS 2,088,245 3,471,956
LIABILITIES
CURRENT LIABILITIES
Trade and other payables 15 536,603 1,254,803
Financial habihities - borrowings
Interest bearing loans and borrowings 16 - 21,284
536,603 1,276,087
NON-CURRENT LIABILITIES
Financial habilities - borrowings
Interest bearing loans and borrowings 16 - 1.101
TOTAL LIABILITIES 536,603 1,277 188
NET ASSETS 1,551,642 2,194,768
EQUITY
SHAREHOLDERS' EQUITY
Called up share capital 18 1,122,090 4,317 217
Share premium 19 3,203,333 4,315 269
Foreign exchange reserve 19 - 20,494
Merger reserve 19 - 128 371
EBT reserve 19 (94,420) (25,000)
Retained earnings 19 (2,475,235) {6,561,783)
ATTRIBUTABLE TO EQUITY HOLDERS OF PARENT 1,755,768 2,194,768
Non-controlling interests 19 (204,126) -
TOTAL EQUITY 1,551,642 2,194,768

The financial statements were approved by the Board of Directors and authonised for 1ssue on 28 June 2011

Chl‘ISt_ riFo gr~[l)}fmw_\

The notes form part of these financial statements
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COMPANY STATEMENT OF FINANCIAL POSITION
31 December 2010

ASSETS

NON-CURRENT ASSETS
Property, plant and equipment
Investments

Other receivables

CURRENT ASSETS
Trade and other receivables
Cash and cash equivalents

TOTAL ASSETS

LIABILITIES
CURRENT LIABILITIES
I'rade and other payables

TOTAL LIABILITIES

NET ASSETS

EQUITY
SHAREHOLDERS' EQUITY
Called up share capital

Share premium

Merger reserve

Retained earmings

TOTAL EQUITY

ACTIVE ENERGY GROUP PLC

Notes

10
11
13

13
14

15

18
19
19
19

2010
£

1,914
430,755

__380,000

812,669

1,555,673

384,218

1,939,891

2,752,560

66,107
66,107

2,686,453

1,122,090
3,203,333

(1,638,970)

2686453

2009

844
580 827

581,671

1,612,746

669,915

_2282.661

2,864,332

132,918
132,918

2,731 414

4,317,217

4315,269
128,571

(6 029,643)

2,731,414

The financial statements were approved by the Board of Directors and authornised for 1ssue on 28 June 2011

I

Chnistopher Hoster - Diréctor

The notes form part of these financial statements
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COMPANY STATEMENT OF CHANGES IN EQUITY

Balance at 1 January 2009

Changes in equity

Issue of share capital

Total comprehensive income
Share option expense

Share 155ue costs

Balance at 31 December 2009

Changes in equity

Issue of share capital

Bonus 1ssue of share capital

Total comprehensive income

Share option expense

Share 1ssue cosis

Release on disposal of foreign
subsidiaries

Cancellation of deferred
shares

Balance at 31 December 2010

ACTIVE ENERGY GROUP PLC

for the year ended 31 December 2010

Calted up
share Retained Share Merger Total
capital earnings premum reserve equity
£ £ £ £ £
3,766,748 (5,599,643) 2,233,163 128,571 528,839
550,469 - 2,229,761 - 2,780,230
- (593,328) - - (593,328)
- 163,328 - - 163.328
- - {147,655} - (147.655)
4317.217 (6 029,643) 4,315,269 128,571 2,731,414
198,714 - 1,192,285 - 1,390,999
53.432 - (53 432) - -
- (1,456,577) - - (1,456.577)
- 119,036 - - 119,036
- - {98.419) - (98,419)
- 128,571 - (128,571} -
{3 447.273) 5,599.643 (2,152,370) - -
1,122.090 (1,638,970} 3,203,333 - 2,686,453

The notes form part of these financial statements
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ACTIVE ENERGY GROUP PLC

CONSOLIDATED STATEMENT OF CASH FLOWS
for the year ended 31 December 2010

2010
Notes £

Cash flows from operating activities

Cash generated from operations 1 (1,970,855)
Finance costs paid 7,900
Finance income (13,102)
Loss on sale of discontinued operations 372,481
Net cash from operating activities (1,603,576)
Cash flows from investing activities

Purchase of tangible fixed assets (44,573)
Discontinued operations net of cash 198,500
Interest recerved 13,102
Investment 1n subsicdhary -
Net cash from investing activities 167,029

Cash flows from financing activities

Finance received in year 21,415
Loan repayments 1n year -
Caprtal repayments n year -
Share 1ssue 1,304,374

Purchase of EBT shares (69,420)
Interest paid (7,900)
Net cash from financing activities 1,248,469
Increase 1n cash and cash equivalents (188,078)
Cash and cash equivalents at beginning of

year 840,122
Exchange gains on cash and cash -
equivalents

Cash and cash equivalents at end of year 652,044

The notes form part of these financial statements
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2009
£

(1,362,120)
11,797
(382)

(1,350.705)

(64.,690)

382

(180,625)

(244,933)

(86,976)
(21,963}
2,507 575
(25,000)
(11.797)

2,361,839

766,201
22,059

51,862

840,122




ACTIVE ENERGY GROUP PLC

COMPANY STATEMENT OF CASH FLOWS
for the year ended 31 December 2010

Notes

Cash flows from operating activities
Cash generated from operations
Finance income

Loss on sale of discontinued operations

Net cash from operating activities
Cash flows from investing activities
Purchase of tangible fixed assets
Discontinued operations net of cash
Interest recerved

Investment in subsidiary

Net cash from investing activities

Cash flows from financing activities
Share issue

Net cash from financing activitics

Increase in cash and cash equivalents
Cash and cash equivalents at beginning of
year

Exchange gains on cash and cash
equivalents

Cash and cash equivalents at end of year

1

2010
£

(1,737,893)
(4,902)

733,565

1,009,230}

(2,250)
(583,493)
4,902

(580,841}

1,304,374

1,304,374

(285,697)

669,915

384,218

The notes form part of these financial statements
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2009
£

(1,408.327)

(1,408 327)

(430,655)

(430,655)

2,507,575

2,507,575

668,593

1,322

669,915




ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS
for the year ended 31 December 2010

RECONCILIATION OF LOSS BEFORE INCOME TAX TO CASH GENERATED FROM
OPERATIONS

Group 2010 2009
£ £

Loss for the year {1,964,828) (1175,876)
Depreciation charges - 47,280 63,763
Profit on disposal of fixed assets (850) -
Share based payments 107,242 163,328
Exchange translation loss/(gain) (20,500) (81.157)

(1,831,656) (1,029,942)
Decrease/(Increase) in inventories {177,303) (46,515)
Decrease/(Increase) in trade and other receivables 181,351 (1,114 410)
{Decrease)/Increase in trade and other payables {143,247) 828,747
Cash generated from operations . (1,970,855) (1.362,120)
Company 2010 2009

. £ £

Loss for the year (1,456,577) {593,328)
Depreciation charges 1,180 1,081
Share based payments 107,242 163.328

(1,348,155) {428919)
Decrease/(Increase) in trade and other receivables (1,004,827) (832,854)
{Decrease)/Increase in trade and other payables 615,089 (146,554)
Cash generated from operations (1,737,893) (1,408 327)
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2010

ACCOUNTING POLICIES
Basis of preparation

The principal accounting policies adopted 1n preparation of the financial statements are set out below The
policies have been consistently applied to all the years presented, unless otherwise stated

Both the Company financial statements and the Group financial statements have been prepared and approved by
the Directors in accordance with Intemational Financial Reporting Standards International Accounting
Standards and IFRIC nterpretations (collecuvely IFRS) as adopted by the European Union, and with those parts
of the Companies Act 2006 applicable to compames reporting under IFRS

The consohdated financial statements have been prepared on the historical cost basis, as modified by the
revaluation of property, plant and equipment, available for sale financial assets, and financial assets and
habilittes, including derivative financial instruments, at fair value through profit or loss

The preparation of financial statements in comphance with [FRS requires the use of certain critical accounting
estimates It also requires Group management to exercise Judgment 1n the most appropriate application in
applying the Group's accounting pohicies The areas where sigmficant judgments and estimates have been made
i preparing the financial statements and their cffect are disclosed 1n note 24

At 31 December 2010, certain new standards amendments and interpretations 1o exisung standards have been
published that are mandatory for the Group's accounting periods beginning on or afler 1 January 2010 or later
periods, and which the Group has opted not to adopt early These are

Changes in accounting policies

New standards, interpretanions and amendments effective from I January 2010

No new standards, terpretations and amendments, applied for the first ume from 1 January 2010, have had a
material effect on the financial statements

The following new standards, interpretations and amendments, also effective for the first tme from 1 January
2010, have been applied in these financial statements, but have not had an effect on the Group s financial
statements

* Revised IFRS 3 Business Combinations

+ Amendments to IAS 27 Consohdated and Separate Financial Statements

* Amendment to IAS 39 Financial Instruments Recognition and Measurement Ehgible Hedged Ttems

» IFRIC 17 Distributions of Non-cash Assets to Owners

* Revised IFRS | First-ime Adopuion of international Financial Reporuing Standards

New standards, interpretations and amendmenis not yet effective
The following new standards, interpretauons and amendments, which have not been applied n these financial
statements, will or may have an effect on future financial statements

Revised [AS 24 Related Party Disclosures

The revision to IAS 24 15 in response to concerns that the previous disclosure requrements and the definition of
a related party were too complex and difficult to apply in practice, especially in environments where government
control 1s pervasive As the requirements of this standard require changes in disclosure with respect to related
party transactions, the directors do not expect the adoption of revised [AS 24 to impact the reported results
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2010

ACCOUNTING POLICIES - continued
Changes in accounting policies - continued

Disclosures — Transfers of Financial Assets (Amendments to [FRS 7)

This Amendment requires the disclosure of information 1n respect ot all transterred financial assets that are not
derecogmised and for any continuing involvement in a transferred asset, existing at the reporting date,
irrespective of when the related transfer transaction occurred The disclosures are intended to enable users of
financial statements

(a) to understand the relationship between transferred financial assets that are not derecogmised n their entirety
and the associated hiabilities, and

(b} to evaluate the nature of, and risks associated with, the enuty's continuing mvolvement in derecogmsed
financial assets

Deferred Tax Recovery of Underlying Assets (Amendments to 1AS 12)

IAS 12 requires an entity to measure the deferred tax relaung to an asset depending on whether the entity expects
to recover the carrying amount of the asset through use or sale It can be difficult and subjective to assess
whether recovery will be through use or through sale when the asset 1s measured using the fair value model in
IAS 40 Investment Property The amendment provides a practical solution to the problem by introducing a
presumption that recovery of the carrying amount will, normally be through sale

IFRS 9 Financial Instruments

IFRS 9 will eventually replace TAS 39 1n 1ts enurety However, the process has been divided into three main
compenents Classification and measurement, impairment and, hedge accounting As each phase 1s completed.
1t will delete the relevant portions of 1AS 39 and create new chapters in IFRS 9

IFRS 9 as 1ssued on 12 November 2009 addresses the classification and measurement of financial assets only A
financial asset should be

= Classified on the basis of the entity s business model for managing the financial assets and the contractual cash
flow charactenistics of the financial asset,

» measured at amortised cost 1f it meets two conditions (a) the enuly s business model 1s to hold the financial
asset in order to collect the contractual cash flows, (b) the contractual terms of the asset give rise on specified
dates to cash flows that are solely payments of principal and interest on the principal outstanding,

« subsequently measured at amortised cost or fair value depending on the business model of the entity and the
terms of the instrument

The following new standards, interpretations and amendments, which have not been applied in these financial
statements, are not expected to have an effect on the Group’s financial statements

« Classification of Rights Issues (Amendment to IAS 32)

= IFRIC 19 Extunguishing Financial Liabilities with Equity Instruments

+ Amendments to [FRIC 14 TAS 19 — Linut on a Defined Benefit Asset. Mimmum Funding Requirements and
their Interaction

« Improvements to IFRSs (effective for accounting periods beginming on or after 1 January 2011)

The dircctors anticipate that the adoption of these standards and interpretabions in future periods will have no
material impact on the conselidated financial statements of the Group except for addiional disclosures
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2010

ACCOUNTING POLAICIES - continued

Basis of consolidation

The financial mformation incorporates the results of the Company and entities controlled by the Company (1ts
subsidiaries) Control 1s achieved where the Company has the power to govern the financial and operating
policies of an investec entity so as 10 obtamn benefits from its activities The consolidated financial statements
present the financial results of the Company and its subsidiaries (the Group) as 1f they formed a single entity

Where necessary, adjustments are made to the results of subsidiaries to bring the accounting policies used nto
line with those used by the Group

All intra-Group transactions, balances, tncome and expenses are ehiminated on consohdation

In the Company's own balance sheet, investments i subsidianes are stated at cost less provisions for any
permanent diminution 1n value and dividends pard from pre-acquisition profits

Revenue recognition

Revenue from the sales of goods 1s recognised when the Group has transferred the significant risks and rewards
of the ownership of the goods to the buyer and 1t 1s probable that the Group wall recewve the previously agreed
upon payment These criteria are considered 1o be met when the goods are delivered to the buyer Where the
buyer has a right to return, the Group defers recognition of revenue until the right to return has lapsed However,
where the Group retains only msignificant risks of ownership due to the night of return, revenue 1s not deferred.
but the Group recognises a provision based on previous experience and other relevant factors The same policy
applies to warranties

Provided the amount of revenue can be measured reliably and 11 1s probable that the Group will receive any
consideration, revenue for services 1s recognised in the period in which they are rendered

Goodwill

On acquisition, the assets and liabihties and contingent habihities of subsidiaries are measured at their fair values
at the date of acquisition  Any excess of cost of acquisition over the fair values of the 1dentifiable net assets
acquired 1s recognised as goodwill Any deficiency of the cost of acquisition below the fair values of the
identifiable net assets acquired (1e discount on acquisitton) 15 credited to profit and loss in the period of
acquisition Goodwill arising on conselidation 1s recogmsed as an intangible asset and reviewed for imparrment
at least annually by comparing the carrying value of the asset to the recoverable amount  Any impairment 1s
recognised immedately 1n profit or loss and 15 not subsequently reversed Goodwill arising on acquisitions
before the date of transition to IFRS has been retained at the previous UK GAAP amounts, subject to being
tested for impawrment at that date In additon where the Group acquires additional shares in a subsidiary
undertaking from a munonty shareholder additional goodwill arises
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the year ended 31 December 2010

ACCOUNTING POLICIES - continued

Property, plant and equipment
Property, plant and equipment 1s stated at cost or deemed cost less accumulated depreciation and any recognised
impairment loss Cost inciudes the purchase price and all directly atiributable costs

Depreciation 1s provided at the following annual rates in order to write off each asset over 1ts estimated useful
life

Leasehold improvements — 5 years straight line
Plant and equipment — 3 - 10 years siraight line
Furniture and office equipment — 3 - 5 years straight line

Financial instruments
Financial assets and financial iabihties are recognised on the balance sheet when the Group becomes a party to
the contractual provisions of the instrument

Investments are classified as either held-for trading or available for sale at initial recogmtion At the balance
sheet date all such mnvestments are classified as available-for-sale Investments are mually measurcd at farr
value Transaction costs are included i the cost of assets available for sale but excluded from the cost of assets
held for trading At subsequent reporting dates available-for-sale investments are measured at fair value or at a
cost where fair value 1s not readily ascertainable Gains and losses arising from changes in fair value are
recogmsed directly in equity unuil the 1investment 1s disposed of or 1s determined to be impaired, at which tme
the cumulative gain or loss recogmsed previously 1n equity 1s included in the net profit or loss for the period

Trade and other receivables are measured at iniual recogmition at farr value, and are subsequently measured at
amortised cost using the effective interest method A provision 1s estabhished when there 1s objective evidence
that the Group will not be able to collect all amounts due The amount of any provision 1s

recognised in the income statement

Cash and cash equivalents comprise cash held by the Group and shori-term bank deposits with an original
maturity of three months or less Trade and other payables are imuially measured at fair value, and are
subsequently measured at amortised cost using the effective interest rate methed

Financial habilities and equity instruments issued by the Group are mmtiaily measured at fair valuc and are
classified n accordance with the substance of the contractual arrangements entered inte and the defimtions of a
financial liability and an equity instrument  An equity nstrument 1s any contract that evidences a residual
interest 1n the assets of the Group afier deducting ail of its habihties  Equity mstruments 1ssued by the Company
are recorded at the proceeds received, net of direct 1ssue costs

Interest bearing bank loan. overdrafts and other loans are recorded at the proceeds received. net of direct 1ssue
costs  Finance costs are accounted for on an accruals basis in the mncome statement using the effective interest
method

Inventories

Inventories are imitially recorded at cost. and subsequently stated at the lower of cost and net realisable value

Costs comprise direct materials and, where applicable, direct labour costs and those overheads that have been
incurred 1n bringing the inventories to therr present location and condition  Cost 15 calculated using the
weighted average method Net realisable value represents the esumated selling price less all estimated costs of
completion and costs to be incurred in marketing selling and distribution
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the year ended 31 December 2010

ACCQUNTING POLICIES - continued

Taxation
Current taxes are based on the results shown in the financial statements and are calculated according to local tax
rules, using tax rates enacted or substanuvely enacted by the balance sheet date

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of
assets and habilities n the financial statements and the corresponding tax bases used in the computation of
taxable prefit, and 1s accounted for using the balance sheet hability method Deferred tax habilities are
generally recogmsed for all taxable temporary differences and deferred tax assets are recognised to the extent
that 1t i1s probable that taxable profits will be available against which deductible temporary differences can be
utilised Such assets and habilities are not recognised 1f the temporary difference anses from goodwill or from
the mitial recognition (other than in a business combination} of other assets and Liabilities in a transaction that
affects neither the taxable profit nor the accounting profit

Deferred tax habilities are recogmsed for taxable temporary differences arising on investments in subsidianies,
except where the Group 1s able 10 control the reversal of the temporary difference and 1t 1s probable that the
temporary difference will not reverse 1n the toreseeabie future

The carrying amount of deferred tax assets 15 reviewed at each balance sheet date and reduced to the extent that
it 13 no longer probable that sufficient 1axable profits will be available to allow all or part of the asset to be
recovered

Deferred tax 1s calculated at the tax rates that are expected to apply n the period when the habiity 15 settled or
the asset realised Deferred tax 1s charged or credited to profit and loss. except when 1t relates to items charged
or credited directly to equity, in which case the deferred tax 1s also dealt with in equity

Deferred tax assets and habilities are ofTset when there 15 a legally enforceable right to set off current tax assets
against current tax liabihties and when they relate to income taxes levied by the same taxation authority and the
Group ntends to settle its current assets and hiabilities on a net basis

Research and development
Research expenditure 1s recognised as an expense as incurred

Development expenditure relates to the development of a specific product for a specific customer and as the

product 1s not available for general sale the costs are not recognised as intangible assets Development
expenditure 1s recognised as an expense as incurred
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the year ended 31 December 2010

ACCOUNTING POLICIES - continued

Foreign currencies

Transactions entered 1nto 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 habihues are translated at the rates ruling at the
reporting date Lxchange differences arising on the retranslauon of unsettled monetary assets and habilities are
recognised immediately 1n profit or loss

When a gain or loss on a non-monetary item 15 recognised in other comprehensive mcome, any exchange
component of that gain or loss shall be recognised 1n other comprehensive income Conversely, when a gain or
loss on a non-monetary item 1s recogmsed in profit or loss, any exchange component of that gain or loss shall be
recogmsed in profit or loss

On consolidation, the results of overseas operauons are translated into sterhing at rates approximating to those
ruling when the transactions took place All assets and liabiliies of overseas operations, including goodwilt
ansing on the acquisition of those operations, are translated at the rate ruling at the reporting date

Exchange differences anising on translating the opening net assets at opening rate and the results of overseas
operations at actual rate are recogmsed n other comprehensive income and accumulated 1n the foreign exchange
reserve

Exchange differences recogmised 1n the statement of comprehensive income of Group entities' separate financial
statements on the translauion of long-term monetary items forming part of the Group's net investment in the
overseas operation concerned are reclassified 10 the foreign exchange reserve on consclidation

On disposal of a foreign operation, the cumulative exchange differences recognised in the foreign exchange
reserve relating to that operation up to the date of disposal are transferred to the consolidated statement of
comprehensive income as part of the profit or loss on disposal

Leased assets

Where substantially ail of the risks and rewards incidental to ownership of a lcased asset have been transferred
to the Group (a "finance lease"), the asset 1s treated as 1f it had been purchased outright 1 he amount imitially
recognised as an asset 15 the lower of the fair value of the leased property and the present value of the minimum
lease payments payable over the term of the lease The corresponding lease commitment 18 shown as a habihity
Lease payments are analysed between capital and nterest The interest element 1s charged to the consolidated
statement of comprehensive income over the pertod of the lease and 15 calculated so that 1t represents a constant
proportion of the lease lability The capital element reduces the balance owed to the lessor

Where substantially all of the risks and rewards incidental to ownership are not transferred to the Group (an
"operating lcase"), the total rentals payable under the lease are charged to the consohdated statement of
comprehensive mcome on a straight-line basis over the lease term  The aggregate benefit of lease mncentives 1$
recogmsed as a reduction of the rental expense over the lease term on a straight-line basis

Employee benefit costs
The group operates a defined contribution pension scheme  Contributions payable 1o the group's pension
scheme are charged to the income statement in the period to which they relate

Share based payments

Where employees recerve remuneration in the form of shares or share options, the fair value of the share-based
employee compensation arrangement at the date of the grant 1s recogmsed as an employee benefit expense in the
consohdated income statement

The total expense to be apportioned over the vesting period of the benefit 1s determuned by reference 10 the far
value {excluding the effect of non market-based vesting conditions) at the date of the grant The assumptions
underlying the number of awards expected to vest are subsequently adjusted for the effects of non market-based
vesting to reflect the conditions prevailing at the balance sheet date  Fair value 1s measured by the use of a
bmomual model The expected Ife used 1n the model has been adjusted. based on management's best estimate,
for the effects of the non-transferability, exercise restrictions and behavioural considerations
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the year ended 31 December 2010

ACCOUNTING POLICIES - continued

Invoice discounting

From time to time the Group discounts a proportion ol 1ts trade receivables The accounting policy 1s te include
trade debt within trade receivables due within one year and record cash advances within trade payables due
within one year Discounting fees and interest are charged to the income statement when incurred Bad debts are
borne by the Group and are charged to the income statement when incurred No trade receivables were
discounted at 31 December 2010 (2009 £Nil)

Employee benefit trust

The assets and habilities of the Employee Benefit Trust (EBT) have been included in the Group accounts Any
assets held by the EBT cease Lo be recognised on the conselidated statement of financial position when the assets
vest unconditionally 1n 1dentified beneficiarics The costs of purchasing own shares held by the EBT are shown
as a deduction against equity The proceeds from the sale of own shares held increase equity Neither the
purchase nor sale of own shares leads to a gamn or loss being recognised in the Group consolidated statement of
comprehensive income

Going concern

In determining the appropriate basis of preparation of the financial statements, the Directors are required to
consider whether the Group can continue in operational existence for the foreseeable future The Group has
made an operating loss from continuing operations for the year ended 31 December 2010

In October 2010 the Group sold the gas 1gnition segment of the business and continues to develop the Active
Energy part of the business The Company has progressively raised addibonal funds of £1,304,374 net of
expenses through two share placings in August and cancelled the existing deferred shares in February 2010
following an order from the Court n order to create sufficient reserves and eliminate the Company’s
accumulated losses

Management has prepared detailed cash flow forecasts for the existing business and for the new venture for the
following two financial years

The new business Active Energy 1s now established with a regular revenue stream, 1t has recently been enlarged
and strengthened with additional management, in order to achieve a greater market share and significantly
increased volume of sales, however there does remain some uncertainty over the achievability of the forecast
revenues

Equally 1f the demand exceeds expectation the business will need te be expanded rapidly

1t 15 therefore acknowledged that there could be a need for additional funding The Directors believe there are a
number of options available to them to meet any additonal funding requirements which include estabhishing a
new mvoice discounting facility in respect of the trade receivables of Active Energy or a further placing of
shares

Having reviewed the cash flow forecasts and key assumptions, together with assessing the possible options for
additional funding, the Directors have a reasonable expectation that the Group will be able to meet 1ts labihities
as they fall due for the foreseeable future 1t 1s on this basts that the Direciors consider it appropriate o prepare
the Group's financial statements on a going concern basis
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the year ended 31 December 2010

SEGMENTAL REPQRTING
The Group had two main reportable segments

Voltage Correction — This division Active Energy Limited markets and setls the VoltageMasier a device that
adjusts voltage distributed throughout a commercial buitding This business commenced operations dunng 2009
and operated only in the Umited Kingdom during the year under review  The Group has 72 8% of the equity 1n
this business venture

Gas Ignition — This division manufactures and distributes gas 1gmition systems for gas apphances such as hot
water boilers, hobs and stoves [t comprises two operations Gasigmition Limited which imports, distributes and
sells within the United Kingdom and Derlite Co Limited which manufactures and sells throughout the world
mcluding some sales direct to the United Kingdom Gasigmtion Limited does not meet the quanutative
thresholds required by IFRS 8 and so management has resolved that this umit should be combined with Derlite
for segmental reporting

During the year this segment of the business was disposed of and its trading results are as reported 1n note 23 as
discontinucd operations

The Group’s reportable segments are strategic business units that offer different product and services They are
managed separately because each business umt requires different technology and marketing strategics Also the
voltage correction business 15 a joint venture with a minority interest

The accounting policies of the operating segments are the same as those described in the summary of sigmficant
accounting policies

The Group evaluates performance on the basis of profit or loss from operations before tax not including non-
recurring losses, such as restructuring costs and goodwill impairment, and also excluding the effects of share
based payments

There are no inter-segment sales between the reportable segments

Segment assets exclude tax assets and assets used primanly for corporate purposes Segment habihties exclude
tax liabiliies  Even though loans and borrowings arise from finance activities rather than opcrating activitics,
they are allocated to the segments based on relevant factors (e g funding requircments) Details are provided 1n
the reconciliatton from segment assets and habilities to the Group position
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued

for the year ended 31 December 2010

SEGMENTAL REPORTING

Total segment revenue
Inter segment revenue
Revenue from external customers

Operating loss from continuing
operations

Finance income

Finance costs
Profit before tax

Tax expense

Loss for the year

Loss from continuing operations
Loss from discontinued operations

Loss for the year

2010 2010 2010
Voltage Gas

Correction Igmnon Total

£ £ £

2,972,711 1,861,700 4834411

2972,711 1.861,700 4,834,411

(1,310,207) (552.581) (1,862.788)

4,902 8,200 13,102
- (7,900) (7 900)
(1,305,305) (552,281) {1.857 586)

(1.305,305)

(1.857,586)

- (1,305,305)

- (552,281) (552,281)
(1 305,305) (552,281) (1,857.586)

Other segmented 1tems included 1n the statement of comprehensive income

Depreciation

2010 2010 2040
Voltage Gas

Correction Ignmition Total

£ £ £

14,396 417,786 62,182

Segmented assets and hiabilities as at 31 December 2010, capital expenditure for the year are as follows

Segment Assets
Unallocated corporate assets
Consolidated total assets

Segment Liabilities
Unallocated corporate liabilities

Consolhidated total habilities

Capntal Expenditure

2610
Voltage
Correction
£

2,088,246

(536,603)

20,792
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2010 2010
Gas

{gnition Total
£ £
- 2,088 246
2,088,246
- (536,603}
(536,603)
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued

for the year ended 31 December 2010

2 SEGMENTAL REPORTING - continued

2009
Voitage
Correction
£
Total segment revenue 1,036,188
Inter segment revenue -
Revenue from external customers 1,036,188
Operating loss from continuing
operations {280,855)
Finance income -
Finance costs -
Profit before tax (280,855)
Tax expense
Loss for the year
Loss from continuing opcrations (280.855)
Loss from discontinued operations
Loss for the year (280,855)

2009
Gas

lgninon
£

1,844,009

1,844 009

(72,521)

381

(11,823)

(83,963)

(83,963)

(83,963)

Other segmented 1tems included in the statement of comprehensive income

2009
Voltage

Correction
£

Depreciation (4,047)

2009
Gas
Ignion
£

(59,716)

2009

Total
£

2.880,197

_2:880.197,

(333,376)
381

(11 823)
(364,818)

(364,818)

(364,818)

(364,818}

2009

Total
£

(63,763)

Segmented assets and hiabilities as at 31 December 2010, capital expenditure for the year are as follows

2009
Voltage
Correction
£
Segment Assets 1,283 648
Unallocated corporate assets
Consolidated total assets
Segment Liabilities 914,303
Unallocated corporate hiabilities
Consohdated total habilities
Capital Expenditure 51,274
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2009
Gas
lgnition
£

986,759

219,055

12,676

2009

Total
£

2270407
1.201,549
3471956

1,133,358
143,830
1,277,188

63 950
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ACTIVE ENERGY GROUP PLC

NOTES TO THE FINANCIAL STATEMENTS - continued
for the year ended 31 December 2010

SEGMENTAL REPORTING - continued

Reconciliation of reportable segment profit or loss, assets and habilities to the Groups correspending amounts are as

follows

Profit or loss after income tax expense

Total profit or loss from reportable segments

Share based payments

Unallocated amount — corporate expenses

Loss from discontinued operations

Loss after income tax expense (continuing activities)

GEOGRAFPHICAL INFORMATION

External revenue by

location of customers

2010

(1,857.586)

(107,242)

552281

(1,412,547)

—

Non-current assets by
location of assets

2009

(364,818)
(163,328}
(647,730)

301,694

(874,182)

—_——————

2010 2009 2010 2009

£ £ £ £

United Kingdom 3,826,796 1,828,045 615,174 333,976
Mexico 747,802 667,918 - -
USA 166,988 125,784 - -
Thailand 23,130 27 798 - 142,783
Other countries 69,695 230,652 - -
4,834,411 2,880,197 615,174 476,759
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the year ended 31 December 2010

EMPLOYEES AND DIRECTORS

Group
2010 2009
£ £
Wages and salaries 1,051,272 956,197
Social security costs 83,488 48,838
Share based payments 107,242 163,328
1,242,002 1,168,363
The average monthly number of employees during the year was as follows
2010 2009
Dhrectors 6 5
Manufacturing 84 106
Sales 7 7
Administration 7 5
Research & development 8 5
Technical 4 -
116 128
Directors and key management personnel remuneration
Directors and key management personnel consist only of the directors of the company listed
on page 7
2010 2009
£ £
Directors’ emoluments 192,000 266,259
Gain on exercise of options - 4,464
Compensation on loss of office 70,000 -
Share based payments 81,984 155,470
343,984 426,193

The remuneration of the highest paid director for 2010 was £81,000 The remuneration of the highest paid

director for 2009 was £126,795

Remuneration by director 2010 2009
£ £

P Palmer 40,000 54.464

K Baker * 141,000 126,795

C Foster 81,000 85,000

262,000 266,259

* for 2010 includes compensation for loss of office of £70,000

Page 31




ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the year ended 31 December 2010

NET FINANCE INCOME

2010 2009
£ £
Finance income
Deposit account interest - 21
Interest on other loans 4,902 360
4,902 381
Net finance income 4,902 -
LOSS BEFORE INCOME TAX
The loss before income tax 1s stated after charging/(crediting)
2010 2009
£ £
Other operating leases 134,154 83,883
Depreciation - owned assets 63,696 63,763
Profit on disposal of fixed assets (550) -
Write back of inventory provisions 51 (22,657)
Auditors' remuneration
~  Parent company and consolidation 60,000 75273
- Subsidiary audit 12,5006 7.648
- Other services relating to taxation 3,079 21,759
Foreign exchange difterences (51,000) 16,209
Share based payments 107,242 163,328
Research and development expenditure 35,245 16,631
INCOME TAX

Analysis of the tax charge
No hability to UK corporation tax arose on ordmary activities for the year ended 31 December 2010 nor for the
year ended 31 December 2009

Factors affecting the tax charge
The tax assessed for the year 1s higher than the standard rate of corporation tax in the UK The difference 1s
explained below

2010 2009
£ £

Loss on ordinary activities before tax (1,964,828) (1,175,876)
Loss on ordinary activities
multiplied by the standard rate of corporation tax
in the UK of 28% (2009 - 28%) (550,152) (329 245)
Effects of
Expenses not deductible for tax purposes 241,785 3,951
Current year tax losses 297,006 338,194
Excess of depreciation on qualifying assets over capital allowances 11,361 (12 900)

Total income tax - -
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the year ended 31 December 2010

LOSS OF PARENT COMPANY

As permitted by Section 408 of the Companies Act 2006, the profit and loss account of the parent company 1s

nol presented as part of these financial statements

£1,456,577 (2009 - £593,328)

EARNINGS PER SHARE

The parent company's loss for the financial year was

Basic earnings per share 1s calculated by dividing the earmings attributable to ordinary shareholders by the
weighted average number of ordinary shares outstanding during the period

Diluted earnings per share 13 calculated using the weighted average number of shares adjusted to assume the

conversion of all dilutive potential ordinary shares

Reconciliations are set out below

Basic EPS
Earnings attributable 1o ordinary shareholders

Continuing operations
Basic EPS
Earnings attributable to ordinary shareholders

Dscontinued operations
Basic EPS
Earnings attributable to ordinary shareholders

Basic EPS
Earnings attributable to ordinary shareholders

Continuing operations
Basic EPS
Earnings attributable to ordinary shareholders

Discontinued operations
Basic EPS
Earnings attributable to ordinary shareholders

2010
Weighted
average
number Per-share
Earnings of amount
£ shares pence
_(1,964,828) 100,918,418 (1.95)
(1,412,547) 100,918,418 {1.40)
(552,281) 100,918,418 (0 55)
2009
Weighted
average
number Per-share
Eamings of amount
£ shares pence
(1,175,876) 72,149 932 (163)
(874,182) 72,149 932 (120
(301 694) 72,149.932 {0 42)

Share options of 7,545,172 (2009 6,400.886) have been excluded from EPS calculations which may become

diluted 1n the future
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ACTIVE ENERCGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the year ended 31 December 2010

GOODWILL
Group

£
COST
At 1 January 2009 105,028
Additions 180,625
At 31 December 2009 285,653
At 1 January 2010 285,653
Disposals (105,028)
At 31 December 2010 180,625
NET BOOK VALUE
At 31 December 2010 180,625
At 31 December 2009 285,653
At 1 January 2009 105,028

Goodwill at | January 2009 includes £105,028 relating to the acquisition of Gastgmition Limited in 2007 which
constitutes one cash generatmg umt and £18(.625 relating to the acquisition i 2009 of a further 7 8% the equity
of Active Energy Limited which was acquired from Alpha Prospects Plc

On 29 October 2010 the goodwill relating to Gasignittion Limited was disposed of as part of the sale of the
subsichary

Goadwill values have been tested for impairment through a value in use calculation The value 1n use was
calculated using the operation cash flows from the board approved budgets for Active Energy Limited for the
two years ended 31 December 2012, together with a prediction of continued operation for a further eight years
The present value of these cash flows was calculated by applying a discount rate of 15 per cent

The key assumptions used 1n determining value 1n use were

Active Energy As this Company 1s only recently established sales revenues, margins and overheads were in part
based on the performance since establishment together with the projected expansion of the operation during
2011 and 2012 Sales revenues in particular are limited by the budgeted resource to serve what 15 expected to be
significant demand The forward projections beyond 2012 are sales revenues +5% per annum, gross margin,
31%, overhead costs +5% per annum

On this basis the recoverable amount for the cash generating unit Acuve Energy exceeds it's carrying amount by
£2.549.248 (2009 £627,000)

If any one of the following changes were made to the above key assumptions, the carrying amount and
recoverable amount would be equal

Assumption Active Energy
Annual sales revenue growth From +5% to -5%
Gross margin From 31% to 20%
Annual overhead growth From 5% 10 8 5%
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the year ended 31 December 2010

PROPERTY, PLANT AND EQUIPMENT

Group
Furmiture
and
Leasehold Plant and office
improvements equipment equipment Totals
£ £ £ £

COST
At 1 January 2009 18,632 328,267 12,811 369,710
Additions - 30,878 33,072 63,950
Disposals (1,073 (18,627) {1,095) (20,795)
At 31 December 2009 17,559 340,518 54,788 412,865
At 1 January 2010 17,559 340,518 54,788 412,865
Additions - 22477 22,096 44,573
Disposals (17,559) (335,148) {29,420) (382,127)
At 31 December 2010 - 27,847 47,464 75,311
DEPRECIATION
At | January 2009 8,109 152,287 6,835 167,231
Charge for year 3,279 53,180 7,304 63,763
Eliminated on disposal (463) (8,458) (314) (9,235)
At 31 December 2009 10,925 197,009 13,825 221,759
At 1 January 2010 10,925 197,009 13,825 221,759
Charge for year 2,721 47,049 12,412 62,182
Eliminated on disposal {13,646) (237,368) (12,165) (263,179
At 31 December 2010 - 6,690 14,072 20,762
NET BOOK VALUE
At 31 December 2010 - 21,157 33,392 54,549
At 31 December 2009 6,634 143,509 40,963 191,106
At 1 January 2009 10 523 175,980 15,976 202 479

Included within the carrying amount of plant and equipment is an amount of £Nil (2009 £55,086) in respect of
assects held under finance leases and hire purchase contracts Depreciation charged in the year on assets under
finance leases was £Nil (2009 £16,311)
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the year ended 31 December 2010

PROPERTY, PLANT AND EQUIPMENT - continued

Company
Furniture
and
office
equipment
£
COST
At 1 January 2009 and 31 December 2009 3,244
At 1 January 2010 3,244
Additions 2,250
At 31 December 2010 5,494
DEPRECIATION
At 1 January 2009 1,319
Charge for year 1,081
At 31 December 2009 2,400
At 1 January 2010 2,400
Charge for year 1,180
At 31 December 2010 3,580
NET BOOK VALUE
At 31 December 2010 1,914
At 31 December 2009 844
At 1 January 2009 1,925
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the year ended 31 December 2010

INVESTMENTS
Company

Shares in

group
undertakings
£
COST
At | January 2010 1,603,561
Disposals (1,172,806)
At 31 December 2010 430,755
PROVISIONS
At 1 January 2010 1,022,734
Eliminated on disposal (1,022,734)
At 31 December 2010 _
NET BOOK VALUE
At 31 December 2010 430,755
At 31 December 2009 580,827
At 31 December 2010 the Group held share capnal of the following companies
Country of Nature of Date of incorporation/

Subsicdhary undertaking mcorporation business acquisiion Percentage
Active Energy Limited United Kingdom I'rading 21 May 2008 728
Cinpart EBT Limited Hong Kong Trustee 22 September 2009 1000

On 29 October 2010 the Company sold 100% of the share capnal of both Gasigmtion Limited
(£150,000) and Buckland Group (Hong Kong) Limited (£72) to Kevin Baker for a consideration of
£213,507

The Company has advanced an addittonal sum of £70,000 (2009 £30,000) to the EBT to cover
expenses and to allow 1t to acquire shares in the Company

INVENTORIES
Group
2010 2009
£ £

Raw materials - 209,425
Work-in-progress 92,709 78,313
Finished goods 38,196 140,464

130,905 428,202

The amount recognised as an expense during the year was £2,670,429 (2009 £1765,744) There 1s no
material difference between replacement costs of stocks and the amounts stated above As indicated 1n note 3
during the period under review the Group was able to write back £51 (2009 £22 657) inventory that had
previously been deemed obsolete
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the year ended 31 December 2010

TRADE AND OTHER RECEIVABLES

Group Company
2010 2009 2010 2009
£ £ £ £

Current
Trade debtors 574,211 1,507,601 - -
Amounts cwed by group undertakings - - 1,458,143 1,452,000
Other debtors 62,500 105,103 62,500 125 000
VAT 6,113 17,922 6,113 8,052
Prepayments and accrued income 47,298 96,247 28917 27,694

690,122 1,726,873 1,555,673 1,612,746
Non-current
Other debtors 240,000 - 240,600 -
Deferred consideration receivable 140,000 - 140,000 -

380,000 - 380,000 -
T'otal 1,070,122 1,726,873 1,935,673 1,612,746

All financial assets with the exception of VAT, prepayments and accrued income, are classified as loans and
recervables under IAS39 In the directors' opimion the carrying values of trade and other receivables are stated at
their fair value, afier deduction of appropnate allowances for irecoverable amounts as these assets are not
interest bearing and receipts occur over a short period and are subject to an insigmficant risk of changes mn
value All trade and other receivables that are neither past due nor impaired are considered recoverable

The carrying values of the Group's trade and other receivables are denominated in the following currencies

Group Company
2010 2009 2010 2009
£ £ £ £
Pound sterling 1,070,122 1.468,862 1,935,673 1,612,746
Euro - 15,470 - -
US Dollar - 196,030 - -
Tha: Baht - 46.511 . -
1,070,122 1 726,873 1,935,673 1612,746

The movement on the provision for impaired receivables has been included in the cost of sales line n the
consolidated statement of comprehensive ncome  Other classes of financial assets included within trade and
other recervables do not contain impaired assets

During 2010 and 2009 there was no movement on the Group provision for impairment to trade receivables
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the year ended 31 December 2010

CASH AND CASH EQUIVALENTS

Group Company
2010 2009 20190 2009
£ £ £ £
Cash 1n hand 25 205 - -
Bank accounts 652,019 839,917 384,218 669,915
652,044 840,122 384,218 669,915

At the year end the Group held £Nil 1n Thar Baht (2009 £8,022) and £Ni1l 1n US$ (2009 £1.021) Cash at bank
i1s held 1n non-interest bearing current accounts

TRADE AND OTHER PAYABLES

Group Company
2010 2009 2010 2009
£ £ £ £

Current
Trade crediiors 269,568 558,298 16,276 58,872
Social security and other taxes 21,516 5,818 5,811 -
Accruals and deferred income 174,872 690,687 44,020 74,046
VAT 70,647 - - -

536,603 1,254,803 66,107 132918

All financial liabihtes are classified as financial habilities at amortised cost  In the Directors' opinton the
carrying values of trade and other payables are stated at their fair value, payments cccur over a short period and
are subject to an msignificant nsk of changes m value All trade and other payables are considered to be payable
within three months

FINANCIAL LIABILITIES - BORROWINGS

Group
2010 2009
£ £
Current
Finance leases (see note 17) - 21,284
Non-current
Finance leases (see note 17) - 1101

=_=_— @ =

All financial habihtics are carried in the consolidated balance sheet at amortised cost using the effective interest
rate method

Amounts due under finance leases and hire purchase contracts are secured on the assets to which they relate
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the year ended 31 December 2010

LEASING AGREEMENTS
Group
Mimimum lease payments fall due as follows

Finance leases

2010 2009
£ £
Gross obligations repayable
Within one year - 23.188
Between one and five years - 1.199
- 24,387
Finance charges repayable
Within one year - 1,904
Between one and five years - __ 98
- 2,002
Net obligations repayable
Within one year - 21,284
Between one and five years - 1,101
- 22.385
The fair vatue of the Group's lease obligations approximates to their carrytng amount
The Company does not hold any assets under tinance leases
Group
Non-cancellable operating leases
The mimmum rent recervables under non-cancelable operating leases are as follows
2010 2009
£ S
Within one year - 124,363
Between two and five years 30,296 77,609
30,296 201.972
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the year ended 31 December 2010

CALLED UP SHARE CAPITAL

Authorised
At 1 January 2009 and 31
December 2009

At 1 January 2010
Cancelled

At 31 December
2010

Authorised
At 1 January 2009 and 31
December 2009

At 1 January 2010
Cancelled

At 31 December
2010

Allotted, 1ssued and fully paid
At 1 January 2009

Issued during the year

At 31 December

2009

At 1 January 2010
Issued during the year
Cancelled

At 31 December
2010

Allotted, issued and fully pard
At 1 January 2009
Issued during the year

At 31 December
2006

At | January 2010
Issued during the year
Cancelled

A1 31 December
2010

Class rights

Ordmnary Deferred Deferred
1p shares 9 5p shares 0.49p shares Total
Number Number Number Number
500 000,000 15,409.000 404,779,408 520,188.408
500,000,000 15,409,000 404,779,408 920,188,408
- (15 409,000) (404,779.408) (420,188,408)
500,000,000 - - 500,000,000

£ £ £ £
5,000,000 1,463 . 855 1,983,419 8,447,274
5,000,000 1.463.855 1,983,419 8.447.274
- (1,463,855} (1983419 (3,447,274)
5,000,000 - - 5,000,000
Number Number Number Number
31,947,511 15,409,000 404,779,408 452,135,919
55,046,887 - - 55,046,887
86,994.398 15,409.000 404,779.408 507.182,806
86,994,398 15,409,000 404,779.408 507,182,806
25,214,573 - - 25,214,573
- (15 409.000) (404 779.408) {420 188,408)
112,208,971 - - 112,208,971
£ £ £ £

319,475 1,463,855 1,983,418 3,766,748
550.469 - - 550,469
869,944 1,463,855 1,983 418 4.317.217
869,944 1,463,855 1,983,418 4,317,217
252,146 - - 252,146
- {1.463 855) (1.983 418) (3,447.273)
1,122,050 - - 1,122,090

The deferred shares, which are not listed, have no voting rights, no rights to dividends and are not entitled to any

payment on winding up

Cinpart Employment Benefit Trust

Cinpart Employment Benefit Trust holds 788,000 ordwnary 1p shares in Acuve Energy Group (2009 Nil}
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the year ended 31 December 2010

CALLED UP SHARE CAPITAL - continued

Changes in issued share capital
During 2010 the following new shares were 1ssued

On 17 November 2009 at an Extraordinary General Meeung the shareholders of the Company approved a
proposal for the Company to make an application to the High Court for the cancellation of all the Company's
deferred shares and a reduction in the Company s share prermum account in order to create sufficient reserves
and thus ehminate the Company s accumulated losses of £5 599 643, which existed at 31 December 2008 The
Company received an Order from the Court confirming the reduction of capital and approving the new
Statement of Capital on 18 February 2010

On 2 August 2010 a bonus 1ssue of 1 for 20 new ordinary shares were 1ssued to existing sharcholders, resulting
in 5,343,148 shares being i1ssued

On 31 August 2010 19,871 425 ordinary |p shares were placed at 7p per share to further strengthen the cash
position of the business

During 2009 the following new shares were 1ssued

On 4 March 2009 36,469,613 new ordinary 1p shares were placed at 2 Op per share to fund the estabhishment of
the new business venture Active Energy Limited

On 10 July 2009 7,750,000 new ordinary 1p sharcs were placed at 10 0 p per share to strengthen the Company
balance sheet and advance the development of Active Energy Limited

On 13 August 2009 1,125,000 new ordinary 1p shares were 1ssued to Alpha Prospects Plc with consideration of
13 333p per share as part settlement of the acquisition of 10% of the equity of Active Energy Limited

On 30 September 2009 1,302,265 new ordinary 1p shares were 1ssued variously to Consortia Trustees Limited,
the discretionary trust of Phihip Palmer and family and two past directors following their exercising of options
granted 1n 2006 and 2007

On 21 December 2009 8,400,000 new ordinary 1p shares were placed at 12 5p per share to fund the
establishment of subsidiaries in various international markets These subsidianes are to market sell and nstall
VoltageMasters produced within the Groups manufactuning facility
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the year ended 31 December 2010

CALLED UP SHARE CAPITAL - continued

Options

The Company has entered into the following opuon arrangements under which the holders are enutled to
subscribe for a percentage of the Company's ordmary share capital from time to ime  All eptions are exercisable
from the date of grant

At31 At January At 1 January

Price Granting Date Expiry Date  December 2010 2010 2009
Holder
Consortia Trustees 7 500p 19/07/2006  30/09/2009 - - 27,717
7 000p 12/12/2006  30/09/2009 - - 29.761
7 000p 29/06/2007  06/06/2017 857,142 857,142 857,142
1 000p 29/06/2007  06/06/2017 450,000 450,000 450,000
20000p  02/02/2010  02/02/2020 168 000 - -
1,475.142  1307,142  1.364,680
KF Baker 7 000p 29/06/2007 06/06/2017 357,142 357,142 357,142
6 375p 22/05/2009  22/05/2019 1,823,480 1,823,480 -
20 000p  02/02/2010  02/02/2020 336,000 - -
2,516,622 2,180,622 357,142
CK Foster 7 000p 29/06/2007  06/06/2017 357,142 357,142 357.142
1 000p 29/06/2007  06/06/2017 500,000 500,000 500,000
6375p 29/06/2009  06/06/2019 1,823,480 1,823,480 -
20000p  02/02/2010  02/02/2020 336,000 - -
3 016,622 2,680,622 857,142
LK Sharples 7 500p 19/07/2006  30/09/2009 - - 27,7177
7 000p 12/12/2006  30/09/2009 - - 29,761
7 000p 29/06/2007  30/09/2009 - - 357,142
1 000p 29/06/2007  30/09/2009 - - 450,000
PR Rogers 7 500p 19/07/2006  30/09/2009 - - 27,977
7 500p 12/12/2006  30/09/2009 - - 29,761
Mirabaud Securities 10000p  09/07/2009  09/07/2011 232,500 232 500 -
LLP
Jendend Secunities 7 000p 15/07/2010  15/07/2012 304,286 - -

7,545,172 6,400,886 3,501,182
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the year ended 31 December 2010

CALLED UP SHARE CAPITAL - continued

The options held by Consortia Trustees Limited are held on behalf of a discretionary trust, beneficiaries of
which include the farmly of P £ Palmer

On 2 February 2010 the Company granted 168,000 share options to Consortia Trustees, 336,000 to Kevin Baker
and 336,000 to Chnistopher Foster These were 1ssued with an exercise price of 20p, vested immediately and are
exercisable until 2 February 2020

On 15 July 2010 the Company 1ssued warranis of 304,286 new ordinary shares to Jendens Securities as part
settlement of fees (n connection with the placing on the same date The warrants are exercisable at 7p per share
and must be exercised before 15 July 2012

The following information 1s relevant in the determunation of the fair value of warrants and options granted
during the year Warrants and options were 1ssued during 2010 as disclosed above

Options Warrants

Option pricing model Black Scholes Black Scholes

2010 2009 2010 2009
Weighted average share price at date of grant 200p 6 375p 9 0p 10 Op
Exercise price 20 Op 6 375p 7 0p 10 Op
Expected life 5 years 10 years 2 years 2 years
Expected volatility 53% 56% 62% 56%
Expected dividend yield Nil Nil Nil Nil
Risk free interest rate’ 30% 4 5% 1 0% 45%

The volatility assumption measured at the standard deviation of expected share price returns, 1s based on a
statistical analysis of daily share pnices smece 4 March 2009

The charge for equity settled share based payments 1n the year ended 31 Decerber 2010 was £107,242 (2009
£163,328)

The above disclosures apply to both the Company and the Group
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued

RESERVES

for the year ended 31 December 2010

The following describes the nature and purpose of each reserve within equity

Reserve

Share premium

Merger

EBT share

Retained earnings

Foreign exchange

Non-controlling
interests

Description and purpose
Amounts subscribed for share capital in excess of nominal value

Difference between fair value and nominal value of shares 1ssued to acquire
subsidiaries

Cost of own shares held by the employee benefit trust

Cumulative net gains and losses recognised in the consolidated statement of
comprehensive income

Gains/losses ansing on retranslating the net assets of overseas operations into
sterling

Gains/losses allocated to non-controlling parues of the parent Company's subsidiary
Active Energy Limited
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ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the year ended 31 December 2010

FINANCIAL INSTRUMENTS

The Group's treasury policy 1s to averd transactions of a speculative nature [n the course of trade the Group 1s
exposed to a number of financial risks that can be categorised as market, credit and hquidity The board has
identified the nsks within cach category and considers the impact on the activities of the Group as part of their
regular meeting routine

Item Classification Risk Category Type Refer Note
Trade receivables Loans and receivables Market Currency 13
Trade receivables Loans and receivables Credit Currency 13
Trade receivables L.oans and receivables Creduit Operational 13
Other receivables lL.oans and receivables Market Opcrational 13
Bank accounts L.oans and receivables Market Currency 14
Trade payables Other habilities Market Operational 15
Trade payables Other liabilities Liquidity Operational 15
Other payables Other habihiues Market Opcrational 15
Loans Other habilities Market Interest 16

Market Risk
Currency risk

With the manufacturing base previously being n Thailand and customers around the world the Group
experienced translational and transactional exchange nsk  However, since these operations have now been
discontinued, the level of currency nsk 1s sigmficantly reduced

There was some exposure to currency nisk arising from the mix of trading currencies, during 2010 the ratio of
US$ revenue compared with £ sterling revenue decreased markedly, this was primanly due to the revenue
derived from the new business venture all being denominated 1n £ sterhing The proportion of US$ denominated
trade receivables therefore decreased to Nil as at 31 December 2010 (2009 110%) For the gas ignition
discontinued business a sigmificant value of raw matenals were purchased from China and these purchases were
denominated i US$ however all purchases for the Active Energy business are 1n £ sterhing The proportion of
US$ denonunated accounts payable at 31 December 2010 was 0% (2009 16 4%)

The fact that the Group has operated with four currencies £ sterling, €, US$ and Thar Baht and that therc are
both receipts and payments in all four currencies provides a degree of natural hedging, the board had considered
these factors and had concluded that under normal circumstances gains or losses arising from exchange changes
can be considered an acceptable risk

Group Companies have two different functional currencies, That Baht and Pound Sterling The table below
shows, 1n sterling. the extent to which Group companies have monetary assets and habiliues in currencies other
than theur local currency Toreign exchange differences on re-translation of these assels are taken to the income
statement of the Group companies and the Group Since the disposal of these subsidiaries the Group's risk has
significantly reduced

Net foreign currency monetary assets/(liabilities)
Functional currency of operation EURO GBP UsD

At 31 December 2010
Thai Baht - - -
GBP - - -

At 31 December 2009

That Baht 12.823 130.800 140,038
GBP - - -

Page 46




ACTIVE ENERGY GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the year ended 31 December 2010

During 2010 the average monthly USS$ / £ exchange rates varied between 1 6372 $/£ and 1 4305 $/£ However.
the Group did not trade 1n US$ during the year and therciore any impact on the post tax profit 1s considered to
be insignificant

The average monthly Thar Baht / £ exchange rates varied between 53 8720 Baht/£ and 46 3053 Baht/£ Had the
Baht been 10% weaker the impact on post tax profit would have becn a gain of £2,526 Had the Baht been 10%
stronger, the impact on post tax profit would have been a loss of £2.536 This assumes that the US$/£ exchange
rate remained constant throughout

Interest rate rnisk

The Group and Company finances its operations through equity introductions and bank borrowings The Group
and Company exposure 1o interest rate fluctuations on its borrowings has been hmited by the new equity and
debt for equity swaps acttoned during the year and therefore the Directors do not consider the Group or
Company to be matenally sensitive to interest rate risk

During the year ended 31 December 2010 interest fees relating to nvoice discounting amounted to Nil (2009
£7,746), a 10% adjustment would not impact on interest charged (2009 £775)

Credit risk

Operational

The Group 1s mainly exposed to credit nisk from credit sales | 1s Group policy, implemented locally, to assess
the credit nisk of new customers before entering contracts Such credit ratings, taking into account local bustness
practices are then factored into any decisions The Group does not enter into any denvatives to manage credit
rnsk The maximum exposure to credit risk at 31 December 2010 1s £685,603 (2009 £1,507,601)

As at 31 December 2010 trade receivables of £1 054,168 (2009 £305,157) were past due but not considered
impaired and have all since been received

Age analysis of debts past due

2010 2009

£ £
Less than 3 months past due 1,021.251 305,157
3-6 months past due 32,917 -
Total debts past due 1,054,168 305,157

Financial

Financial nsk relates to non-performance by banks in respect of cash deposits and 15 mtigated by the selection
of institutions with a strong credit rating

Liquidity risk

The Group 1s exposed to liquidity risk as part of 1ts normal trading cycle The Group's policies ensure sufficient
liquidity 1s available to meet foreseeable needs through the preparation of short and long term forecasts The
Groups requirements are constant throughout the year and relate largely to working capital which 1s managed
through the use of invoice finance facihties where possible

Loans

The Group had no loans at 31 December 2010 (2009 Nil)

Bank loans

1 he Group had no bank loans at 31 December 2010 (2009 Nil) or invoice finance facilities

Bank overdrafts

The Group had no overdraft at 31 December 2010 (2009 Nil) and no debentures or personal guarantees were n

place
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Fair values

The fair value of short term deposits, loans, overdraft and other financial assets approsimates to the carrying
amount because of the short maturnity of these instruments

Capital risk management

Management consider capital to include share capitai, share premium, foreign exchange reserve, merger reserve
EBT reserve, minority interest and retained earnings See note 19 for a detailed breakdown thereof

The Group's objective when managing capital 1s to establish and maintain a capital structure that safeguards the
Group as a going concern and then provides a return to shareholders

The Group has entered into debt for equity conversions and restricted dividends to achteve the night capital
structure to achieve its objectives

On 17 November 2009 at an Extraordinary General Meetung the shareholders of the Company approved a
proposal for the Company to make an application to the High Court for the cancellation of all the Company's
deferred shares and a reduction in the Company’s share premium account i order to create sufficient reserves
and thus ehiminate the Company’s accumulated losses of £5.599.643, which existed at 31 December 2008 The
Company recerved an Order from the Court confirming the reduction of capital and approving the new
Statement of Capital on 18 February 2010

RELATED PARTY DISCLOSURES
Details of director’s remuneration are given 1n note 3

The subsidiary Active Energy Limited sells and purchases VoltageMasters from SDC Industries Limited SDC
Industries 15 considered a related party in that the owner of SDC Industries Limited, Mr Stephen Coomes 1s a
disclosed shareholder of the Company, he also scrves as a director on the board of Active Energy Limited

During the financial year ended 31 December 2010 the value of goods and services provided to SDC Industries
Limited was £750,048 (2009 Nil) and the value of goods and services provided by SDC Industries Limited was
£2,160,634 (2009 £723,697) The net balance outstanding from SDC Industries at 31 December 2010 was
£199 409 (2009 Nil) and the net balance outstanding to SDC Industries at 31 December 2010 was £133 696
(2009 £225,785)

Mr Coomes also received £36 000 for director fees and expense reimbursement n the perod ended 31
December 2010

Transactions between the Company and 1ts subsidiaries, which are related partics to the Company, have been
climinated on consohidation During the year in the Company's financial statements, there have been no Group
provision adjustments as cutlined below, cash advances to fellow Group companies of £954 650 (2009
£400,000), repayment of advances from tellow Group companies of £Nil (2009 £Nil}, recharge of expenses of
£N1 (2009 £Nil} and payment of amounts owed to fellow Group companies of £Ni1 (2009 £Nul)

The Cinpart Employment Benefit Trust was established by execution of a trust deed on 18 November 2009

The Company has since made unsecured advances to the trust to meet expenses of the trust and to enable the
trust 10 acquire shares in the Company The outstanding balance at 31 December 2010 was £100,000 (2009
£30,000)

The Cinpart EBT Trust has subscribed to 788,000 new ordinary shares n the Company at an average of 11 98p
per share
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RELATED PARTY DISCLOSURES - continued

During the year the company disposed of Gasigntion Limited and Buckland Group (Hong Kong) Limited to
Kevin Baker, a director of the group during the year, for a consideration of £245,000 (net present value
£213,507) The proceeds are payable in instalments over 5 years This has been disclosed in the Chairman’s

Report and note 11

Intercompany receivable and payable balances remain outstanding at the year end as follows.

2010 2009
£ £
Amounts due from related parties 1,354,650 1,452,000
Provisions against amounts due from related parties - -
1,354,650 1,452,000
DEFERRED TAX
Unprovided deferred tax Group Company
2010 2009 2010 2009
£ £ £ £
Accelerated capital allowance 14,226 12,191 (283) (788 )
Short term timing differences . - - -
Losses (1,520,168) {1,179.961) (1,221,772) {1,096,849)

(1,505,942) (1,167,770)  (1,222,055) (1,097,637)

No provision for the deferred tax asset has been made in the Group or Company due to the uncertainty of the
Group or Company being able to generate sufficient future taxable profits from which the future reversal of the
timing difference can be deducted
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DISCONTINUED OPERATIONS

On 29 Qctober 2010, The Group sold assets as part of the Group’s disposal ot s Gasigniiion segment for cash

consideration of £245,000

The Consolidated Income Statement comparatives for 2009 have been restated as necessary to reflect the effect

of discontinued operations

2010 2009
£ £
Consideration recerved (and net cash inflow)
Consideration 245,000 -
Net present value adjustment (31,500)
Selling costs
Legal fees (15,000) -
Net cash and cash equivalents 198,500 -
Net assets disposed {other than cash)
Property, plant and equipment 134,700 -
Intangibles 105,000 -
Inventories 474,600 -
Trade and other receivables 475,400 -
Trade and other payables (298,719} -
Other financial habilities (320,000) -
570,981 -
Pre-tax (loss) on disposal of discontinued operation (372,481) -
Related tax expense - -
(372,481) -
The post-tax loss on disposal of discontinued operations was determined as follows
2010 2009
£ £
Results of discontinued operations:
Revenue 1,861,700 1,844 009
Cost of sales (1,433,000) (1,394,047)
Other operating income - 14,332
Admimistrative expenses (600,500) (754,546)
Finance cost (8,000) (11,823) _
Finance income - 381
Loss from selling discontinued operations after tax (372,481) .
Loss on discontinued operations (552,281) (301,694)
Earnings per share from discontinued operations
Basic and diluted loss per share (pence) (0 55) (042)
Statements of cash flows
The statement of cash flows includes the following amounts relating to discontinued operations
2010 2009
£ £
Operating activities (476,486) (1,531 330)
Investing activities 120,829 64 308
Frnancing activities 21,315) 2,361,839
Net cash from discontinued operations (376,972) 894.817
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

The preparation of financial information in conformity with generally accepted accounting practice requires
management to make estimates and judgements that affect the reported amounts of assets and hiabiliies as well
as the disclosure of contingent assets and habilities at the balance sheet date and the reported amounts of
revenues and expenses during the reporting penod

Estimates and judgements are continually evaluated and are based on historical experience and other factors,
ncluding expectations of future events that are believed to be reasonable under the circumstances The
stigmificant judgements made by management m applying the Group's accounting policies and the key sources of
estimation uncertainty were

Impairment of goodwill

Determining whether goodwill 1s impaired requires an estimation of the value 1n use of the cash generating units
to which goodwill has been allocated The value in use calculation requires the Group to esumate the future
cash flows expected 1o arise from the cash-gencrating unit and a suitable discount rate in order to calculate the
present value No provision for impairment was made in the period and the carrying value of goodwill at the
balance sheet date was £180,625 The value 1 use calculations are based on cash flow projections from formally
approved budgets covering a two year period 10 31 December 2012 and a discount rate of 153%

Share based payments

In determining the fair value of equity settled share based payments and the related charge to the income
statement, the Group makes assumptions about future events and market conditions  In particular, judgements
must be made as to the likely number of shares that will vest, and the fair value of each award granted The fair
value 15 determined using a valuation model which 1s dependent on further estimates, including the Group's
future dividend policy, employee turnover, the timing with which options will be exercised and the future
volatility in the price of the Group’ shares Such assumptions are based on publicly available information and
reflect market expectations and advice taken from quahfied personnel Different assumptions about these
factors to those made by the Group could matenally affect the reported value of share based payments

Inventory provisions

To evaluate the provisions relating to inventory, the policy 1s to assess the future life of inventory based on the
projected annual sales of each product A provision 1s made against the value of inventory that 1s projected to
sull be on hand in two years time
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POST BALANCE SHEET EVENTS

On 26 Aprl 2011 the group acquired 100% of the voting equity instruments of Red Line Engineering Services
Limited, a company whose principal activity 1s engineering services specialists The principal reason for this
acquisttion was to enable the group to provide an end-to-end service m the environmental services and solutions
sector The directors believe that the acquisition will accelerate the growth of the group sigmificantly

The book value of the net assets acquired 1s as follows - £
Plant and equipment 510
Cash 820
Payables (66,241}
Total 4911

At the date of authorisation of these financial statements a detailed assessment of the fair value of the 1dentifiable
net assets has not been completed

Fair value of consideration paid £
Issue of ordinary 1p shares 492,250

The company 1ssued 17,900,000 ordinary shares of 1p each as consideration for the acquisition  The shares at
the date of acquisition had a market value of 2 75p per share

Whilst the full fair value review has not yet been completed, 1t 1s expected that the group will recognise good will
on the acquisition of approximately £557,000 The goodwill represents assets such as the assembled workforce,
mntangible assets and expected synergies from combined operations, which do not quahfy for separate
recognition

As part of the acquisition, the Group announced the appointment of Gavin Little as Executive Chairman, to drive
the growth of the enlarged business and the strengthening of the Company’s management team The directors
believe that expanding the Group’s offering into an end-to-end environmental services and solutions business
will be a key development for Active Energy and will accelerate the growth of the Group significantly

On 10 May 2011, the Company announced that 1t had raised approximately £1 8 million, gross of expenses,
through the 1ssue of 65,500,000 new ordinary 1p shares 1n the capital of the Company at a placing price of 2 75p
per share to new and existing institutional and retail mvestors The proceeds of the placing, amounting to
approximately £1 62 muilion, will be used for working capital generally and in particular, to assist the
Company’s strategy to transform the business into an end-to-end environmental services and solutions business
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