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DALKIA ENERGY & TECHNICAL SERVICES LIMITED

Report of the Directors

The directors present their report and the audited financial statements for the year ended 31 December
2006

Principal activities

The principal activity of the company 15 to provide financial, orgarusational and environmental benefits for
owners, managers and occupiers of commercial and public buildings

The company delivers these benefits through an integrated service management approach umguely
combining energy management, mechamcal and electncal services and a range of related services ncluding
fire protection, environment management and energy bureau

Business review and future developments

How has Dalkia Energy and Technical Services Ltd performed against its objectives and strategies during
the year?

In 2008, we recorded significant new business wins These included a number of landmark FM deals such
as Vodafone and Abbey, confirming our established position as a major player in the FM arena

Energy and environment lies at the very heart of our growth strategy because we believe our strength and
expertise In this area sets us apart from all our competitors  Sustainability has become the number one
pnorty not only for our customers, but also indviduals and Governments across the globe — and Dalkia has
a role to play in securing a sustainable future

Our successful growth has been achieved dunng a penod of significant change within Dalkia in the UK, as
we brought about realignment of our business sector operations under a single Dalkia structure and culture
These organisational changes have contrnbuted to the growth surge, because we are removing
neficiencies, leveraging operational synergies across our farget sectors and targeting our sales and
marketing activity to better effect under the new structure

The headiine results in this subsidiary underpin the progress which 1s being made
. Turnover {continuing operations) grew by nearly 30% to £189 5 million
. Profit before tax (continuing operations) grew by over 80% to £6 7 million

Corporate responsibiity — how does this underpin our business activities ?

Our approach to Corporate Responsibility (CR) looks to integrate sustainable business practices into all
areas of our organisation whilst actively managing the impacts of our activittes on the environment and local
communities in which we operate This I1s the core of the CR philosophy and cleardy states to customers,
employees and other stakeholders that a company should not only hold a strong moral and ethical stance,
but be prepared to put these values into practice through real action

To provide leadership for this, in 2006 Dalkia formed a CR Committee tasked {o align our CR approach with
our mission, vision and values and to set and ensure we meel our CR performance objectives on an
ongoing basis The CR Committee 1s made up of members from across Dalkia's UK organisation and
represents all areas of the company

The CR Committee worked hard to identfy those areas which best represent the impact our business has
on the environment, the community and our stakeholders and to 1dentify appropriate metrics with which to
gauge our performance This resulted In a robust set of key performance indicators and the development of
accurate reporting systems to capture, monitor and measure our progress In each of the following areas

our environmental performance

the impact our energy services make

our customers

the community

our employees {including diversity & inclusion, training and workplace)
procurement




DALKIA ENERGY & TECHNICAL SERVICES LIMITED

Report of the Directors (continued)

CR objectives, and where appropnate, quantitative improvement targets will be established for each area in
early 2007 Howaever, responsibility for devising and implementing initiatives to achieve these objectives hes
with each of our business units and all of our employees An internal communications programme 18
underway to ensure all employees are made aware of Datkia's commitment to CR and how each of them
can contribute to our success

CR s an ongoing process and the CR Committee will regularly review progress and if necessary set new
targets to match the changing business landscape in which Dalkia operates

Dalkia wilt be reporting on our CR activiies and achievements in 2007

What s the outlook for the business?

In 2006 we began focusing on how we could better deliver on our core values of service excellence and
innovation, as well as ways of bringing our teams closer to the needs of our dlients to create the levels of
customer intimacy that will convince customers to choose and recommend Dalkia

In the UK the 1-Dalkia culture has now truly embedded itself across our 3,500 staff who have embraced the
new company Mission, Vision and Values and are working as a unified team to translate them into living
reality to achieve our ambitious growth plans

There 1s a real sense of collective purpose behind our intentions to grow Dalkia's UK business so that we
become a major player i the Techrical Facilibes and Energy Management arena Both outsourced FM and
Energy Management represent growth areas where Dalkia 1s well placed to achieve signficant market
shares

Energy will be the cornerstone to our growth strategy and during 2007 we will finalise arrangements for the
launch of our Dalkia "CarbonCare” offering to the marketplace

What sigruficant nsks and uncertainties does the Group face?

in common with all businesses, Dalkia 1s affected by a number of factors, not all of which are wholly within
our control  Although many of the nsk factors influencing our performance are macroeconomic and Iikely to
affect the performance of businesses generally, others are particular to our operations

The following highlights some of the particular nsks but 1s not iIntended to be an extensive analysis of all
nsks affecting the busness Some nsks may be unknown to us and other nisks, currently regarded as
immatenal, could turn out to be matenal All of them have the potential to impact our business, revenue,
profits, assets, hquidity, and capital resources adversely

Contractual nsk

Our business s predominantly confract based, hence business may be adversely affected by fallure to
perform on major contracts  We have a structured and formal Project Authonisation and Review procedure
(PAR) which aims to ensure that all legal, operational and commercial nisks are properly considered before
exchange of contracts with our clients

There 15 a separate and independent nsk management function, which reports directly into the Chief
Executive Officer

Energy cost volatility

The fue!l energy market saw dramatic moves dunng 2006 Following a phase of almost continuous increase
in gas and electncity pnees through 2005 nto the first half of 2008, the market witnessed a complete
downturn in the 2nd half We continue to work closely with our clients to miigate these vanations through
the deployment of innovative solutions, both techmically and contractually

In conclusion, the profit for the year after taxation was £4,675,000 (2005 £2,434,000)

The directors expect the Company to continue trading prafitably in the future




DALKIA ENERGY & TECHNICAL SERVICES LIMITED

Report of the Directors (continued)

Dividends

A final dwidend 1s proposed for 2006 of £4,700,000 (2005 £ni) No interm dividend for 2006 was paid
(2005 £3,000,000)

Directors and their interests

The present membership of the board 1s sef out on page 1 J H Roberts resigned as a director on 22
February 2006 M Holt was appointed as a director on 22 February 2006  All other Directors served
throughout the penod

None of the directors have any notfiable interests 1n the shares of the company or any other group
undertaking

Environment
The company has an active commitment to manage the environmental aspects of its business n
accordance with current best practice in the ndustry

Health and safety

The company regards the promotion of health and safety to be of paramount imporiance Al relevant
measures are taken to ensure as far as practicable the health, safety and welfare of all employees These
measures are also aimed at protecting others who may be affected by our work

Disabled personnel

Full and farr consideration 1s given to the skills and aptitudes of disabled people in recrutment and career
development in pursutt of this policy all practicable measures are taken to place disabled people in jobs
suted to their individual circumstances and to enable them to share equally with other employees in the
opportunihes available for training and promotion in the company

Employee involvement and equal opportunities
Employee involvement and consultation 1s developed through regular formal meetings and informal
channels The company i1s an equal opportunity empioyer, and makes no discnmination on the grounds of

race, sex or religion In recruitment or career development

Credit payment pohicy
For payment to trade credttors, the company's policy is to

(a} settle the terms of payment with those supphers when agreeing the terms of each transaction,

(b) ensure that those suppliers are made aware of the terms of the payment by inclusion of the
relevant terms in contracts, and

(c) pay 1n accordance with its contractual and other legal obligations

Creditor days at 31 December 2006 were 28 days (2005 32 days)

Statement of directors’ responsibilities
The directors are responsible for prepanng the Directors’ Report and the financial statements in accordance
with apphcable law and regulatons

Company law requires the directors to prepare financial statements for each financial year  Under that law
the directors have elected to prepare the financial statements i accordance wath {FRSs as adopted by the
EU

The financial statements are required by law and IFRSs as adopted by the EU to present farly the financial
position of the company and the performance for that peried, the Companies Act 1985 provides 1n relation to
such financial statements that references in the relevant part of that Act to financial statements giving a true
and farr view are references to their achieving a far presentation |




DALKIA ENERGY & TECHNICAL SERVICES LIMITED

Report of the Directors (continued)

Statement of directors’ responsibilities (continued)
In preparing those financial statements, the directors are required to

. select suitable accounting policies and apply them consistently,
make judgements and estimates that are reasonable and prudent,
stale whether apphcable United Kingdom accounting standards have been followed, subject to any
material departures disciosed and explained in the financial statements, and

. prepare the financial statements on the going concem basis unless 1t 1s inappropriate to presume
that the company will continue in business

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the company and enable them to ensure that the financial
statements comply with the Companies Act 1985 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
irregularties

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are
each aware, there 1s no relevant audit information of which the Company's auditors are unaware, and each
director has taken all the steps that they ought to have taken as a director to make themselves aware of any
relevant audit information and to establish that the Company’s auditors are aware of that information

Auditors

KPMG LLP is willing to continue in office and a resolution to reappoint it as auditor to the company will be
proposed at the fothcoming Annual General Meeting

directors was approved by the Board on 15 June 2007 and signed on its behalf by




DALKIA ENERGY & TECHNICAL SERVICES LIMITED

Report of the independent auditors to the members of
Dalkia Energy & Technical Services Limited

We have audited the financial statements of Dalkia Energy & Technical Services Limited for the year ended
31 December 2006 which compnse the Income Statement, the Balance Sheet, the Cash Flow Statement
and the Statement of Recognised Income and Expense and the related notes These financial statements
have been prepared under the accounting policies set out theren

This report 15 made solely to the company's members, as a body, In accordance with sechon 235 of the
Comparies Act 1985 Our audt 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 responsibihties of directors and auditors

The directors’ respensibibties for preparing the financial statements in accordance with applicable law and
International Financial Reporting Standards {(IFRSs) as adopted by the EU are set out in the Statement of
Directors’ Responsibilities on page 4

Our responsibility 15 to audit the financial statements 1n accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and !reland)

We report to you our opinion as to whether the financial statements give a true and farr view and whether the
financial statements have been properly prepared in accordance with the Companies Act 1985 We also
report to you whether in our opinion the information given in the Directors’ Report 15 consistent with the
financial statements

In additton we report to you i, in our opinion, the company has not kept proper accounting records, if we
have not received all the information and explanations we require for our audit, or if information specified by
law regarding directors’ remuneration and other transactions is not disclosed

We read the Directors’ Report and consider the imphcations for our report f we become aware of any
apparent misstatements within it

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by
the Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the financial statements It also includes an assessment of the significant
estmates and judgments made by the directors in the preparation of the financial statements, and of
whether the accounting policies are appropnate to the company’s circumstances, consistently applied and
adequately disclosed

We planned and performed our audit so as to obtan all the informaton and explanations which we
considered necessary n order to provide us with sufficient evidence fo give reasonable assurance that the
financial statements are free from matenal misstatement, whether caused by fraud or other rregulanty or
error In forming our opimion we also evaluated the overall adequacy of the presentation of nformation in the
financial statements

Optnion
In our opimion

» the financial statements give a true and far view, n accordance with IFRSs as adopted by the EU, of
the state of the company’s affairs as at 31 December 2006 and of its profit for the year then ended,

» the financial statements have bean properly prepared in accordance with the Companies Act 1985, and
» the information given in the Directors' Report 1s consistent with the financial statements

o4 P
KPMG LLP pate 1§ C/V'M‘- 200'?"

Chartered Accountants
Registered Audifor




DALKIA ENERGY & TECHNICAL SERVICES LIMITED

Income Statement
for the year ended 31 December 2006

Note 2006 2005

£000 £000

Revenue 189,509 145,884
Cost of sales (160,240) {121,174}

Gross profit 29,269 24,710
Admiristrative expenses (22,528) (20,976)
Operating profit before financing costs 6,741 3,734

Financial income 6 - 29
Financial expenses 6 - (88)
Net financing costs 6 - (59)

Profit before tax 6,741 3,675
Income tax expense 7 ‘(2.066) (1,241)

Profit for the year 18 4675 2,434

All the company’s operations are continuing

There were no recognised income and expenses other than those disclosed above




DALKIA ENERGY & TECHNICAL SERVICES LIMITED

Balance Sheet
at 31 December 2006

Assets

Intangible assets

Property, plant & equipment
Investments

Trade and other recevables

Total non current assets
Current assets

Inventores

Trade and other receivables
Deferred tax asset

Cash and cash equivalents

Total current assets

Total assets

Equity

Called up equity share capital
Retained earnings

Total equity

Liabilities
Provisions

Total non current habthties
Current liabilthies

Bank overdraft

Trade and other payables
income tax payable

Total current habilities

Total habilities

Total equity and liabilities

Note

Y
No‘.om

17
18

18

16

14
15

2006 2005
£000 £000
1,835 2,587
3,050 3,177
- 90
4,885 5,854
8,038 4,901
50,306 36,197
137 70
2,807 -
61,288 41,168
66,173 47,022
6,700 6,700
9,869 5,194
16,569 11,804
- 258

- 258

. 308
48,378 33,827
1,226 735
49,604 34,870
49,604 35,128
66,173 47,022

These financial statements were approved by the Board of Directors on 15 June 2007

Signed on bekal yf the Board of Directors




DALKIA ENERGY & TECHNICAL SERVICES LIMITED

Cash Flow Statement
For the Year Ended 31 December 2006

Cash flows from cperating activities:

Profit for the penod

Adustments for

Depreciation

Impairment of goodwill

Loss/(gan) on disposal of property, plant and equipment
Net interest expense

Income tax expense

Operating profit before changes in working capital and
provisions

Increase in debtors

Increase in stock and work in progress

Decrease in creditors and provisions

Cash generated from operations
Net interest paid

Taxation paid

Net cash from operating activities
Cash flow from investing activities-
Acguisition of fixed assets

Proceeds from disposal of fixed assels
Refund of investment

Net cash from investing activities

Cash flow from financing activities
Dwidends paid

Net cash from financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

Note

~ ;N

12
11

15, 16

10

18

14

2006 2005
£000 £000
4875 2,434
1,009 1,269

- 810
3 (1,564)
- 59
2,066 1,241
7,753 4,049
(14,019) (3.479)
(3.137) (1,400)
14,293 5,042
4,890 4,212
- {59)
(1,642) (1,397)
3,248 2,756
(260) (679)
- 1,700
127 -
(133) 1,021
- (3,000)
- (3,000)
3,115 777
(308) (1,085)
2.807 (308)




DALKIA ENERGY & TECHNICAL SERVICES LIMITED

Notes to the Financial Statements
31 December 2006

1.

ACCOUNTING POLICIES

Dalkia Energy & Technical Services Limited ("the Company™) 1s a company incorporated in the
Urited Kingdom

Statement of comphance

The company has prepared its financial statements in accordance with International Financial
Reporting Standards {IFRSs) and its interpretations adopted by the International Accounting
Standards Board (|ASB}

Basis of accounting

The financial statements are prepared under the histoncal cost convention and 1n accordance with
applicable accounting standards

The preparation of financial statements in conformity with IFRSs requires management fo make
judgements, estimates and assumptions that affect the apphlicatton of policles and reported
amounts of assets and labilities, ncome and expenses The estimates and associated
assumptions are based on historical expenence and vanious other facters that are believed to be
reasonable under the circumstances, the results of which form the basis of making the judgements
about the carrying values of assets and habilities that are not readily avalable form other sources
Actual results may differ from these estimates

The estimates and underlying assumptions are reviewed on an ongoing basis  Rewisions in
accounting estimates are recognised In the penod in which the estimate 1s revised If the revision
affects only that period or in the perod of revision and future periods If the revision affects both
current and future periods

Judgements made by the management in the apphcations of IFRSs that have signficant effect on
the financial statements and estimates with a2 significant nsk of matenal adjustment i the next year
are discussed in the notes 1o the financial statements

The accounting policies set out below have been applied consistently to all periods presented in
these financial statements

Group accounts

The Company 1s exempt by virtue of s228 of the Companies Act 1985 from the requirement to
prepare group financial statements These financial statements present information about the
Company as an individual undertaking and not about its group

Revenue

Revenues are recognised by reference to the stage of completion of the Company’s contracts In
most cases, given the services provided reflect an indeterminate number of acts over the contract
term, revenue 1s recogmised on a straight Iine basis  Where specific works on contracts represent a
significant element of the whole, revenue s deferred until those works have been completed An
element of the services prowvided relates to the provision of energy where revenue 15 recognised at
the point of usage by the customer

Property, plant and equipment

ltems of property, plant and equipment are stated at cost as deemed cost less accumulated
depreciation and impairment losses Depreciation 1s provided on cost in equal annua! instalments
over the estimated useful lives of the assets The rates of depreciation are as follows

Freehold buildings 2% per annum

Plant at chents’ premises Duration of the contract
Leasehold improvements 10% - 33% per annum
Plant and equipment 10% - 33% per annum
Computer and office equipment 20% - 33% per annum

Where there 1s evidence of impairment to carrying values, fixed assets are wniten down to therr
recoverable amount Any such wnte down would be charged to operating profit

10




DALKIA ENERGY & TECHNICAL SERVICES LIMITED

Notes to the Financial Statements (continued)
31 December 2006

1.

ACCOUNTING POLICIES {continued)

Investments
Investments are included at cost less any provision for impairment

Inventories
Inventories are stated at the lower of cost and net realisable value

Intangible fixed assets

All business combinations are accounted for by applying the purchase method  Goodwill
represents amounts ansing on acquisition of subsidianies, associates and joint ventures  In respect
of business acquisitions that have occurred since 1 January 2003 Goodwill represents the
difference between the cost of the acquisition and the far value of the net identfiable assets
acquired

In respect of acquisiions prier to this date, goodwill 1s included on the basis of its deemed cost,
which represents the amount recorded under previous GAAP

Goodwill 1s stated at cost less any accumulated impairment losses Goodwill 1s allocated to cash-
generating units and 1s no longer amortised but 1s tested annualty for impairment

Negative goodwill ansing on an acquisition 15 recognised directly in the profit and loss account

Segment reporting

A segment 15 a distinguishable component of the company that 1s engaged either in providing
products or services (business segment) or n providing products or services within a particular
economic environment (geographical segment), which 15 subject to nsks and rewards that are
different from those of the other segments

Assets held under operating leases

Rentals payable under operating leases are charged to the income statement on a straight ine
basis

Income tax

Income tax on the profit or loss for the year compnses current and deferred tax Income tax 1s
recognised in the income statement except to the extent that it relates to tems recognised directly
n equity, iIn which case it 1s recognised in equity

Current tax 1s the expected tax payable on the taxable income for the year, using tax rates enacted
or substantially enacted at the balance sheet date, and any adjustment to tax payable in respect of
previous years

Deferred tax 1s provided, except as noted below, on timing differences that have ansen but not
reversed by the balance sheet dale, where the timing differences result in an obligation to pay more
tax, or a nght fo pay less tax, in the future Timing differences anse because of dfferences
between the treatment of certain items for accounting and taxation purposes

Deferred tax assets are recognised to the extent that 1t 1s regarded as more likely than not that they.

will be recovered

Deferred tax 1s measured at the tax rates that are expected to apply’in the penods when the timing
differences are expected to reverse, based on tax rates and law enacted or substantively enacted
at the balance sheet date Deferred tax assets and iabilities are not discounted

Finance leases - lessor

Amounts due under finance leases are recorded in the balance sheet as debtors at the amount of
the net investment in the leases Finance charges are allocated to give a constant penodic rate of
return on the net cash investment in the leases

11




DALKIA ENERGY & TECHNICAL SERVICES LIMITED

Notes to the Financial Statements (continued)
31 December 2006

1

ACCOUNTING POLICIES {continued)

Employee benefits

Defined contribution plan

Obhigations for contributions to defined contribution pension plans are recognised as an expense In
the income statement as incurred

Defined benefit plan

The expected costs of providng pensions, as calculated periodically by professionally qualified
actuanes, 15 recogmsed as an expense in the ncome statement so as to spread the cost of the
service lives of employees In the schemes operated within the Group In such & way that the
pension costs are a substantially level percentage of current and expected future pensionable
payroll

Trade and other receivables

Trade and other receivables are stated at ther nominal value (discounted If matenal) less
mparment losses

Cash and cash equivalents

Cash and cash equivalents compnise cash balances and call deposits Bank overdrafts that are
repayable on demand and form an integral part of the Group's cash management are included as a
component of cash and cash equivalents for the purpose only of the statement of cash flows

Impairment

The camying amounts of the Group's assets other than inventones and deferred tax assets are
reviewed at each balance sheet date to determine whether there I1s any indication of mpairrment  if
any such indication exists, the asset's recoverable amount 1s estimated

For goodwill, assets that have an indefinite useful Ife and intangible assets that are not yet
available for use, the recoverable amount 1 estimated at each balance sheet date

An imparrment loss 1s recognised whenever the carrying amount of an asset or its cash-generating
unit exceeds Its recoverable amount Impairment losses are recogrused in the mcome statement

impairment losses recognised in respect of cash-generating units are allocated first to reduce the
carrying amount of any goodwill allocated to cash-generating units and then o reduce the
carrying amount of the cther assets in the unit on a pro rata basis A cash generating unit 1s the
smallest identifiable group of assets that generates cash inflows that are largely independent of
the cash inflows from other assets or groups of assets

Goodwilt and indefinite Iife intangible assets were tested for impairment as at 1 January 2004, the
date of transition to adopied IFRSs, even though no indication of impairment existed

When a dechine 1n the fair value of an avallable-for-sale financial asset has been recognised directly
in equity and there 1s objective evidence that the asset is imparred, the cumulative loss that had
been recognised directly in equity 15 recogrised in profit or loss even though the financial asset has
not been derecognised The amount of the cumulative loss that 1s recogrised in profit or loss 1s the
difference between the acquisiion cost and current farr value, less any impairment loss on that
financial asset previcusly recognised in profit or loss

Calculation of recoverable amount

The recoverable amount of the Group's receivables cammed at amortised cost 1s calculated as the
present value of estimated future cash flows, discounted at the oniginal effective interest rate (1 e,
the effective interest rate computed at initial recognition of these financial assets) Receivables
with a short duration are not discounted

12




DALKIA ENERGY & TECHNICAL SERVICES LIMITED

' Notes to the Financial Statements (continued)
31 December 2006

1.

ACCOUNTING POLICIES (continued)

Impairment (continued)

Calculation of recoverable amount (continued)

The recoverable amount of other assets 1s the greater of their net seliing price and value in use In
assessing value In use, the estimated future cash flows are discounted to their present value using
a pre-tax discount rate that reflects current markel assessments of the time value of money and the
nsks specrffic to the asset For an asset that does not generate largely independent cash inflows,
the recoverable amount 1s determined for the cash-generating unit to which the asset belongs

Reversals of impawrment

An imparment loss in respect of a recevable camed at amorhised cost 1s reversed if the
subsequent increase In recoverable amount can be related obhjectively to an event occurning after
the impairment loss was recognised

An impairrment loss In respect of an investment 1n an equity instrument classified as available for
sale 15 not reversed through profit or loss If the farr value of a debt instrument classified as
available-for-sale increases and the increase can be objectively related to an event occurnng after
the impairment loss was recognised n profit or loss, the impairment loss 1s reversed through profit
orloss

An impairment loss in respect of goodwill s not reversed

In respect of other assets, an imparment loss i1s reversed If there has been a change in the
estimates used 1o deterrmine the recoverable amount

An imparment loss 1s reversed only to the extent that the asset’s carrying amount does not exceed
the carrying amount that would have been determined, net of depreciation or amortisation, i no
imparrment loss had been recognised

SEGMENTAL ANALYSIS

Segment information 1s presented in respect of the company's business segments and ts based on
the company's management and internal reporting structure  All segments operate entirely within
the UK

Inter-segment pricing 15 determined on an arm's length basis

Segment results, assets and liabiities include items directly attnbutable to a segment as well as
items that can be allocated on a reasonable basis  Unallocated items comprise mainly income-
earning assets and revenue, interest bearng loans and expenses, and corporate assets and
expenses

Segment capital expenditure 1s the total cost incurred dunng the penod to acquire segment assets
that are expected to be used for more than one period

13
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DALKIA ENERGY & TECHNICAL SERVICES LIMITED

Notes to the Financial Statements (continued)
31 December 2006

3.

EMPLOYMENT COSTS

Wages and salaries

Compulsory social secunty contnbutions
Contributions to group defined benefit plan
Other pension costs

Average Staff numbers

Management
Sales
Admirustration
Operations

DIRECTORS’ REMUNERATION

Emoluments (excluding pension contnbutions)

Number of directors who are members of a defined benefit scheme

Highest paid director’'s remuneration
Emoluments {excluding pension contnbutions)

2006 2005
£000 £000
40,391 39,560
3,559 3,488

493 a08
340 498
44,783 44,454
2006 2005
No No

7 15

- 34

208 206
1,406 1,237
1,621 1,492
2006 2005

£000 £000
- 672

No No

- 1

- 179

The amount of accrued pension of the highest paid director at 31 December 2006 was £nil {2005

£7.972)

The remuneration of the directors of the company has been borne by the parent company, Dalkia

plc
ADMINISTRATIVE EXPENSES

Administrative expenses includes £nil (2005 £610,000) i respect of the impairment of goodwill

Fees payable fo the Company's auditors for the audi of these financial statements are £50,000

(2005 £48,000) The fees have been borne by Dalkia Plc

NET FINANCING COSTS

Bank interest

2008
£000

2005
£000

28

Financial income
Interest payable

29
(88)

Net financing expense

(59)
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DALKIA ENERGY & TECHNICAL SERVICES LIMITED

Notes to the Financial Statements (continued)
31 December 2006

7.

INCOME TAX EXPENSE

Current Tax
UK Corporation Tax at 30% (2004 30%)
Adjustments for prior years

Total current tax

Deferred Tax
ongination and reversal of tming diiferences

Taxation charge for the year

Reconcihation of effective tax rate 2006
%

Profit before tax

Income using the domestc corporation 30 0%
tax rate

Non-deductible expenses 0 9%
Profit on sale of fixed assets covered by

capital losses brought forward (0 0)%
Cther differences (01)%
Adpustments for prior years (0 1Y%

307%

INTANGIBLE FIXED ASSETS

Cost
At 1 January and 31 December 2005

At 1 January and 31 December 2006
Amortisation and impawrment losses
At 1 January 2005

Impairment for the year

At 31 December 2005

Al 1 January and 31 December 2006

Carrying values
At 1 January 2005

At 31 December 2005

At 1 January and 31 December 2006

2006 2005
£000 £000
2,142 1,206
(9) -
2,133 1,296
{67) (55)
2,066 1,241
2006 2005 2006
£000 % £000
6,741 3,675
2,022 30 0% 1,103
60 8 7% 322
- (50)%. (184)
{7 00% -
(9) 00% -
2,066 337% 1,241
Purchased
Goodw!l
£000
610
610
(610)
610
610
610
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DALKIA ENERGY & TECHNICAL SERVICES LIMITED

Notes to the Financial Statements (continued)

31 December 2006

10. FIXED ASSET INVESTMENTS

Cost and net book value
At 1 January
Additions

At 31 December

The principal subsidiary undertakings at 31 December 2006 were

Company
Dalkia Technical Services Limited

Goldfield Electronics Limited

incorporation
and registration

2006 2005
£000 £000
3177 3177
(127) -
3,050 3,177
Proportion of
ordinary shares
Activity held
Dormant 100%
Secunty systems 100%

During 2006, the company received a refund on the onginal purchase pnce of Goldfield Electronics

Limited

. INVENTORIES

Raw materals and consumabies
Contract work in progress

12, TRADE AND OTHER RECEIVABLES

Current

Trade debtors

Amounts recoverable on contracts
Amounts owed by group companies
Finance lease debtors

Other debtors

Prepayments and accrued income

Non-current
Finance lease debtors
Other debtors

2006 2005
£000 £000
222 187
7816 4,714
8,038 4,901
2006 2005
£000 £000
39,801 24,576
911 606
B77 2,009
92 150
377 1,677
8,248 7179
50,306 36,197
- 81
- 9
- 9c

The aggregate rental income recewvable dunng the year on finance leases was £15,012 (2005
£24,354) The onginal cost of assets existing for the purposes of letting under finance leases was

£0997,000 (2005 £997,000)
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DALKIA ENERGY & TECHNICAL SERVICES LIMITED

Notes to the Financial Statements (continued)

31 December 2006

13.

14.

15.

16.

DEFERRED TAX ASSETS
The deferred taxation asset 1s atinbutable to the following

2006 2005
£000 £000
Property, plant and equipment 137 70
The movement of £67,000 has been recognised In Income
CASH AND CASH EQUIVALENTS
2006 2005
£000 £000
Bank balances 2.807 -
Bank overdraft - {308)
Cash and cash equivalents in the statement of cash flows 2,807 {308)
TRADE AND OTHER PAYABLES
2006 2005
£000 £000
Trade creditors 9,318 8,553
Amounts due to group companies 9,368 4,986
Payments on account 1,731 1,607
Other taxation and social security costs 5,309 4,394
Other creditors 218 203
Accruals and other deferred income 22,434 14,084
48,378 33,827
PROVISIONS FOR LIABILITIES AND CHARGES
Losses on
contracts Other Total
£000 £000 £000
At 1 January 2006 211 47 258
Released to the income statement (36) - (36)
Utidised in the period - (13) {13)
Reclassified to accruals and deferred income (175) - {175)
Transferred to Dalkia plc - (34) (34)

At 31 December 2006 -

19




DALKIA ENERGY & TECHNICAL SERVICES LIMITED

Notes to the Financial Statements (continued)
31 December 2006

17,

18.

19.

20.

CALLED UP SHARE CAPITAL
2006 2005
£000 £000
Authonsed
5,000,000 ‘A’ ordinary shares at £1 each 5,000 5,000
5,000,000 ‘B’ ordinary shares at £1 each 5,000 5,000
10,000 10,000
Allotted and fully paid
3,350,000 ‘A’ ordinary shares at £1 each 3,350 3,350
3,350,000 'B' ordinary shares at £1 each 3,350 3,350
6,700 6,700
There 1s no difference in the nghts of ‘A’ and ‘B’ ordinary shares
RECONCILIATION OF MOVEMENTS IN CAPITAL AND RESERVES
Share Retained
Capital earnings Total
£000 £000 £000
At 1 January 2005 6,700 5,760 12,460
Profit for the year - 2,434 2,434
Dividends - (3,000) (3,000)
At 31 December 2005 6,700 5,194 11,894
At 1 January 2006 6,700 5,194 11,894
Profit for the year - 4,675 4,675
At 31 December 2006 6,700 9,869 16,569
OPERATING LEASES
Non-cancellable operating leases are payable as follows
2006 2005
£000 £000
Less than one year 637 1,644
Between two to five years 1,276 2,519
1,913 4,163

During the year ended 31 December 2006, £3,734,000 was recognised as an expense in the

income statement in respect of operating leases (2005 £4,032,000)

CAPITAL COMMITMENTS

The company had no capital commitments at 31 December 2006 or 31 Decernber 2005

20




DALKIA ENERGY & TECHNICAL SERVICES LIMITED

Notes to the Financial Statements (continued)
31 December 2006

21.

22.

23.

EMPLOYEE BENEFITS

Defined benefit scheme

The company 1s a participating employer in the Dalkia Group Pension Scheme, a defined benefit
scheme There 15 insufficient iInformation avaiiable to enable the company to disclose its share of
the defined benefit obligations The company has therefore accounted for the schema as if it were
a defined contribution plan The scheme I1s separately funded and provides defined benefits that
are computed based on an employee’s years of service and final pensionable salary The cost of
retirement benefits for the company was £493,000 (2005 £908,000) Coninbutions are made to
the scheme on the basis of advice from independent actuarnes, using actuanal methods, the
objective of which 1s to provide adequate funds to meet pension obligations as they fall due, and
are based on pension costs In respect of all members of the fund

The most recent actuarial valuation of the defined benefit pension scheme was at 31 March 2002,
which was updated to 31 December 2006 At the date of the update the scheme was in deficit by
£28,188,000 Particulars of the acluanal review are included within the annual report of Dalkia plc

The scheme has been closed to all employees joining the group after 1 January 2002
Defined contnbution scheme

Contnbutions paid to the Group’s defined contribution scheme amounted to £340,000 (2005
£498,000)

RELATED PARTY DISCLOSURES
The company has a related party relationship with its fellow subsidianes of Dalkia plc

Outstanding
Sales of services Purchases of balance
to services from 31 December
2006 2005 2006 2005 2006 2005
£000 £000 £000 £000 £000 £000
Dalkia Plc - - - 3,658 (3,383) 291
Dalkia Utilities Services Plc a74 876 74 108 168 174
Parkersell Limited 4 - 2,190 3,528 (2,477) (1,023)
Dalkia Technical Services - - - - (3,508) (3.508)
Limited
Goldfield Limuted - - - 498 709 4,089
978 876 2,264 7,882 (8,491} (2.977)

ULTIMATE PARENT UNDERTAKING AND CONTROLLING ENTITY

The parent undertaking 1s Dalkia Pic, a company incorporated in Great Britan and registered in
England and Wales The largest ultmate controling entity of Dalkia Plc 1s Veolia Environnement SA
and the smallest 1s Dalkia international SA. Dalkia Internabonal 1s a joint venture between Veolia
Environnement SA and Electncté de France Veola Environnement SA, Dalkia International SA and
Electricité de France are incomporated in France
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DALKIA ENERGY & TECHNICAL SERVICES LIMITED

Notes to the Financial Statements (continued)
31 December 2006

23.

24,

25.

ULTIMATE PARENT UNDERTAKING AND CONTROLLING ENTITY (continued)

Copies of the accounts can be obtained from

Dalkia Plc Dalkia International SA
Ehzabeth House Quartier Valmy

56-60 London Road 33, place Ronde

Staines 92981 Pans La Défense
TW18 4BQ France

Vecha Environnement SA Electncité de France
36-38 avenue Kieber 22-30 avenue de Wagram
75116 Pans 75382 Pans Cedex 08
France France

ACCOUNTING ESTIMATES AND JUDGEMENTS

Management discussed with the Audit Committee the development, selecton and disclosure of the
Group’s cntical accounting policies and estimates and the application of these policies and
estimates

ADOPTED IFRS NOT YET APPLIED
The following adopted IFRSs were available for early application but have not been applied by the
group in these financial statements

s IFRS7 Financial instruments disclosure apphcable for years commencing on or after 1 January
2007

The application of IFRS7 n the year ended 31 December 2006 would not have affected the

balance sheets or income statement as the standard ts concerned only with disclosure  The group
plans to adopt the standard in 2007
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