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The UK's leading provider of residential
energy efficiency solutions.

A partner of governments, local authorties,
social housing providers and utility companies
IN fowernng canoon emissions and advancing
social and environmental justice by combating
fuel poverty, Improving Iving conditions and
reducing energy consumption,

Committed to achieving growth for our
shareholders and Partners (our employees)
by making a redl difference to the Ives of
the people we serve




Highlights

Tumover £(m}

2007 OO0 000000000000 225

2000 9000000000009 344
2005 9 0000000000009 35

EBITA' (M)

2007 9900000000 313
2006 9000099 07

2005 @@ 50

Net assetfs £(m)

2007 900000000000000000 7

2006 @OOO® 160
2005 @ O0® 116

' EBITA represents profits before interest taxation,

amorusation and exceptional items

3 17 months ended 31 May 2005

Major acquisition programme funded
from operating cash flow

Net debt-free at year-end

Energy improvements delivered to
over 1,000 homes every day

Installation Services doubled in size

1% of annual profits allocated
to community and chantable actvities

£
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59%

EBITA growth
10 £31.3 million

36%

revenue growth
o £482.6 million
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Chairman’s Statement

It gives me great pleasure 1o present the first
annual report of eaga as a public company,
following our successful admission to the London
Stock Exchange in June. | am delighted 1o
welcome the many new shareholders who have
faken a stake in the future of eaga, alongside
our estaplished Partners.

The Group’s audited results for the year to 31 May 2007
demonstrate continued sirong growth in revenues and profits
before exceptional charges, in line with our expectations, and
good progress towards the fulfilment of both our strategic
business goals and social objectives

Mcking a difference
1O our communifies

As part of eagas social responsibility programme  the £150,000
eaga Community Fund, administered by registered chanty The
Community Foundation, was set up in 2007 to support projects
in the local communities eaga’s Partners live and work in

In June 2007 the fund made its first donation of £5,000 to
the Scotswood Natural Community Garden in a deprived
area of Newcastle, close to eaga’s corporate headquarters

As well as championing conservation, the Garden specialises
in growing foods in harmony with nature and encouraging
healthy eating It also runs a range of wildile education
programmes and a weekly nature club Last year 1t attracted
more than 2,000 visitors

Results

Group turnover in the year to 31 May 2007 grew by 36%

to £482 6 million (2006 £354 4 million), and Group earnings
before interest taxation, amortsation and exceptional items
(EBITA) ncreased by 59% to £31 3 milion (2006 £19 7 milhon)
Cur growih was based on both continued robust organic growth
and acquisitions, which were funded from our strong operating
cash flow This left the Group balance sheet at 31 May 2007 net
debt-free (cash balances exceeding lcans and borrowings) even
before the inflow of new money from our flotation All segments
of the business made pleasing progress during the year, in ine
with our plans




Chairman’'s Statement

Dividend

As stated at the time of our flotation, the Board does not
recommend a dividend for the year ended 31 May 2007

We expect to declare an intenim dividend for the year ending
31 May 2008 in January 2008 and thenceforth to pay interim
and final dwidends in March and October each year We intend
to adopt a progresswe dividend policy which will take account
of the profitability of our businesses and the underlying growth
of the Group, while maintaining an appropriate level of cover

Strategy

eaga 15 focused prinapally on the delivery of residential
improvement projects within the environmental, social justice and
energy effiqency arenas Qur strategy aims to achieve a reasonably
even balance between organic and inorgamc growth, with the
organic progress of our Government Contracts segment being
complemented by a 'buy and buld’ approach i installation
Services designed to broaden our geographical coverage and
service offering

In hne with this approach we acquired White Horse FM Group
Limited and JD Heating Linited w1 December 2006 for cash
considerations of up 1o £37 2 mulhon and £6 O million respectively
White Horse trades principally as HEAT and specialises in the design,
installation and maintenance of domestic central heating systems in
the social housing sector within Great Britain, Northern Ireland and
the Republic of Irefand, JD Heating specialises in domestic central
heating serwang and instaliabion 1n the West Midlands

Together these acquisitions almost doubled the size of our
Heating division within Installation Services, and we have already
demonstrated our ability to add value to these businesses since
therr purchase by helping them to achieve important contract
gains Since the beginning of the current financial year, we have
further extended the geographical coverage of our Heating
division through the acquisition for up to £11 3 million of RG
Franas Limited, which specialises in the installation and servicing
of central heating w the social housing market tn South East
England

Partners

eaga’s success has been based on our ability to recrun, tram,
motivate and retain the very best people as Partners in eaga

The results we have delivered this year underline the effectiveness
of our approach, with its strong emphasis on carning both for our
own Partners, and for the individuals, famiies and communities
we serve During the year we welcomed an additional 1,302
people who joined our partnership through our acquisitions or
organic growth, and | would like to thank all our 3,348 Partners
at the year-end for their coninbutions to our continued success
Perhaps the most pleasing aspect of our admission to the stock
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market was the opportunity it afforded to our Pariners 1o reahise
some of the value they have created, while enhancing our
opportunities for future growth and preserving our strong
commitment to employee share ownershup and our distinctive
partnership culture Immediately after our fletation in June 2007
51% of the business remained in the ownership of Partners,
princrpally through the 37 6% helding of the eaga

Partnership Trust

The Board

}joined the Board of eaga as a Non-Executive Director in February
2006 and became Non-Executive Chairman in June 2006 | am
delighted to have had the centinuing support of my predecessor
Michae! Roberts OBE, Chairman from 2000, who has served us ably
as Deputy Charrman over the last year and who intends to retire
from the Board at the Annual General Meeting on 22 November
2007 Michael chaired eaga through almost its whole hfe as an
employee-owned organisation, overseeing a period of rapd and
substantial growth dunng which the number of Partners increased
from just 135 to more than 2,000

Buning the year we were delighted to recruit two additional Non-
Executive Directors with the nght blend of experience and skills to
lead eaga Into its new life in the public company arena Richard
Burns, an experienced international lawyer, and Malcolm Simpsen,
who recently retired from the board of Greggs plc after over 30
years of service as the company’s finance director

Oullook

Qur new status as a public company enhances our ability 1o grasp
the significant opportunities before us, by raising our profile and
reinforang our ability to recruit and retain excellent people It has
also given us increased financial flexbility to pursue our
estabhished strategy for growth

The fundamentals for cur business remam positive with recent
severe weather events underhning the relevance and urgency of
achion to tackle cimate change by promoting energy efficiency
and reducing carbon emmissions eaga 15 at the forefront of this
work in the UK, through our businesses enhancing both domestic
insulation and the efficency of heating systems We also expect
opportunities to anse from the Gevernment’s commitment to its
social justice agenda, with special emphasis on the creation of
decent hormes and the eliminatnn af fuel poverty

The current year has staried ae
Board 1s confident that eag. tess
in the year to 31 May 2008

Charles Berry

Chairman
19 September 2007
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Operational Review

eOga is a company that has
done well by doing good.

Our position as a recogrsed deliverer of efficent, high-quality
and often technically demanding services to our customers has
facilitated rapid profitable expansion of the Group’s operations,
enabling us to combine first-class service delivery with making a
real difference to the lives of those people whose homes we
improve, and sharnng the fruts of success with every Partner
working in the business We welcome {0 the eaga partnership the
new stakeholders who have demonstrated their confidence in our
philosophy and prospects by investing m our business Qur entry
to the stock market as a “Green * Support Services business
strengthens our ability 10 make a real contnbution to the public
good n the environmental, energy and social justice arenas, and
10 satisfy the aspirations of everyone with a stake n our future

The eaga difference

eagas path to the stock market has been very different to that
of most other companies Estabhshed in Newcastle in 1990 with
Just three employees, we spent the first ten years of our Iife as a
non-profit-distributing organisation leading Government-funded
efforts to improve the lving conditions of vutnerable farmilies In
2000, we became an employee-owned partnershup, and since
2004 we have been pursuing a balanced organic and inorganic
growth strategy des:gned to strengthen our delivery capabilities
within our core areas of experlise improving the environment,
increasing energy efficiency and delivering social justice,
particularly through the elmmation of fuel poverty

We are different from many businesses in making a real and
rmportant difference to the hves of the families and communities
we serve Since 1990, we have helped to Ift several million
people out of fuel poverty, and have improved lming conditions
and lowered fuel bills in some fve milion homes by installing
energy efficency measures We are currently defivering improved
energy efficiency i over 1,000 UK homes every day, and {iting
or repainng a heating system every minute of each working day
Under our Community Legal Senaces {CLS) Diect contract, which
commenced in April 2007, we have already helped almast 3,000
people with legal advice on welfare benefits, debt, housing and
employment 1ssues

Underpinning everything we do 15 a distinctive culture based on
one simple premise eaga cares We place huge emphasis on the

selection and induction of people who share our ethos and are
committed to our goals The watchwords of our approach to
business are integnty, respect and enthusiasm for what we do
We recognise and reward achievement through initiatives such

as our eaga STARS (Special Thanks And Recognition programme),
through which Partners are encouraged to nomnate colleagues
for our monthly awards ceremony The interests of our people are
aligned with our broader busmess and socral objectives through
our commitment to employee share ownership As the Chairman
has noted, this has continued since flotation, at which point some
51% of the Company continued to be owned by its employees
The eaga Partnership Counal, compnsing five members
democratically elected by our Partners, and two norminated by
the Board, ards communtcation throughout the business and
provides a forum for the discussion of any concerns

By going public, we have enabled many of our Partners to realse
some of the value they have built up over the years we have also
increased the visibiity of the further value they will create through
their efforts In the future Share based awards with a value of
£104 2 million were made t0 Partners across the Group at IPO
Our new status also enhances our public profile and gives us
increased financeat flexibility in diving forward our ambitious plans
for growth | am confident that we now have a structure which
will allow us to protect our umique culture and enable us to meet
the aspirations of both employee and external shareholders as
well as satisfying the needs of our customers and the communities
we serve

eaga’s markels

eaga 15 fundamentally concerned with the prowision of serices
and products that promote energy efficiency and improve housing
standards Much of our work 15 underpinned by initiatives from
the European Union, the UK Government and the devolved
admrmistrations, mvolving commited medium-term expendrture
and longer-term targets for the improvement of energy efficiency
and the elimination of fuel poverty Concerns about cimate
change and carbon emissions mean that these issues are Iikely

to remain high on the agenda of all pohtical parties for the
foreseeable future The agewng profile of the UK population

also means that fuel poverty is likely to remain an important
Issue In the years ahead




Operational Review

The business 1s siructured in three inter-related segments
Government Contracts, Installation Services and Specialist
Support Services

Government Contracts

We are the UK market leader in the delivery of grant-funded
programmes aimed at tackling fuel poverty Our central objective
15 to identify chents with low incomes or who are vulnerable by
virtue of ther age or disabilities, and to make therr homes warmer
and easier to run by funding the installation of effective insulation
and the provision of high-efficiency heating systems

This 15 the business in which eaga started, and during the year 1t
accounted for 74% of Group turnover (2006 75%) Sigmificantly
higher levels of actrwity during the year were driven chiefly by the
Government’s commitment of further funding for fuel poverty
schemes, Increasing segment revenue by 36% to £359 3 million

O
cnnual repost and accounts 2007 eOgO o

(2006 £264 3 milien) The lower-risk nature of the work means
that margms in this segment will always be relatively modest, this
year they were lower at 2 1% (2006 3 0%, 2006 underlying after
non-recurring profit described wn the Financial Review 2 3%) as
we took on additronal fixed costs to create the night infrastructure
platform for the future

Our largest contract 1s the Warm Front programme in England,
which accounted for 82% of segment revenue last year The
Government 15 commuitted to eradicating fuel poverty in vulnerable
households (those containing ¢children, the elderly, disabled

or long term sick) by 2010, and in all homes by 2016 To achieve
this, it has atlocated increased funding 1o the Warm Front
programme, amounting to £350 million inv its financial year to
March 2008 We deliver Warm Front in all four English regions

on behalf of Defra, the funding Department, under a contract

to 2010, with the opportunity for a 2 year extension

Making a difference. ..
1O our Pariners

The eaga Partners Coundail is elected by Partners (employees) from
acrgss the Group to represent their interesis The Partners Council
acts as a channel of communication between management and
Partners and regularly meeis with the Executive Board to discuss
the operational performance and direction of the business

The eaga Partners Council also works 1o ensure that eaga’s Partners
are lving our values and was integral to the development and delivery
of the eaga cares programme rofled out to every Partner in 2007

“Qur culture at eaga s simple, and underpinned

by a set of values that help guide us eaga cares
for our Partners, our customers and our communities
with integnty, respect and enthusiasm,”

says Kim Steward, eaga Pariners Council Chair
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Operational Review

Qur staff are responsible for all aspects of the programme,
including raising awareness of the scheme and identifying and
targeting vulnerable households, assessing their ehgrbility
processing their grant applications, managing the installation of
energy efficiency measures and ensuring that Government targets
are met We carry out up to 30% of this wark through aur own
Installation Services segment, with the remainder being carried
out by sub-contractors under cur supervision An important part of
our contnbution to vulnerable households is a free Benefit
Entitlement Check, to ensure that they are receving all the
benefits to which they are entitled Some 40% of checks result in
the payment of additional benefits, enhancing heusehold income
on average by approximately £1,400 per annum

Maoking a difference
O our customers

Navied Ahmed, from eaga Home Services Division, was awarded
an eaga Star in May this year for going the extra mile to help a
vulnerable and frail customer

Mr Randall, who 15 in hus 90s, 1s blind in one eye, nearly deaf
and finds 1t difficult to walk By taking the time 10 explain the
process simply and clearly, Navied was not only able to ensure
he received all Warm Front benefits avalable to him but he

also helped him overcome a host of other problems Navied
explained “Mr Randall told me he was unable to shop and cook
and found 1t a real struggle to get up and down the stairs A
neighbour who used to help him had recently moved away

" After completing the Warm Front survey | contacted a number
of local agencies on Mr Randall's behalf and arranged a visit
from a Shelter Tenancy Support Scheme | am pleased to say

he now has hot meals delivered and gets help with cleaning,
gardenung and shopping they are also looking at installing

a starr Iift and care alarm, which he obviously needs

“Thanks to eaga Mr Randall is now enjoying a better quality
of Iife and 1t’s great 1o be able to help our customers above
and beyond the grant *

eaga promotes a culture of canng for our customers through
our Special Thanks And Recognition awards scheme Every
meonth we cefebrate with and reward those employees who
have demonstrated exceptional service to our customers

We deliver similar schemes in Wales (the Home Energy Efficiency
Scheme, HEES Wales, for the Wales Assembly Government) and
Northern Ireland {the Warm Homes Schemes for the Department
for Social Development) These accounted for 6% and 7% of
segment revenue respectively last year The terms of the Welsh
contract, which runs to 2010, nurror the England arrangement in
permitiing us to carry out up to 30% of the required installation
of measures ourselves This 1s not currently the case in Northern
Ireland, though the acquisition of HEAT in 2006 gives us & strong
installation: capability in the Province and means that we are well
placed to tender for this work when the contract falls due for
renewal In 2008 Our appreach to developing our self-installation
business aims to create a sustainable commercial arrangement
with our customers by embedding 'profit sharing' mechanisms
which provide us with appropriate incentives but also allow them
to share in the benefit of improved efficiency




Qperatfional Review

We ceased to deliver the Warm Deal contract in Scotland in
October 2006 when this was awarded to British Gas on terms
that we considered commeraially unattractive However, we remain
an important sub-contracter io the project through our Everwarm
subsidiary the largest installer of domestic insulation i Scotland,
which was acquired in May 2006

In December 2006 we submitted a successful bid to work under
CLS Dwrect, which provides a telephane-based legal advice helplkne
to applicants who meet the critenia for Legal Aid eligibility across
England and Wales We have been appointed to provide advice in
the areas of welfare benefits, debt, housing and employment This
further organic expansion of our Government Contracts work 15 i1
many ways a natural extension of our expertise in administering
Beneit Entitlement Checks, and we were able 10 establish our
witial presence by retraining existing staff in these new specialist
areas of advice The contract runs for an smitial three years, with
the opportunity for a two-year extension

Installation Services

This 1s the fastest-growing segment of our business, employing
over 70% of our 3,500 staff and accounting for 51% of Group
EBITA on 16% of Group revenue duning the year, compared with
25% and 14% respectively in 2006 Turnover {tnclusive of inter-
segment revenues) grew by 103% to £158 5 million (2006 £77 9
million) and EBITA by 221% 10 £16 1 milhon (2006 £5 0 million),
reflecting a series of strategic acquisitions as well as strong organic
growth by our established operations

within Installation Services, our Heating dwision delivers energy-
efficcent heating systems both as a sub-contractor to Government
Contracts and as a supplier to local authorities and housing
assocrations We currently install some 30 000 heating systems
per year, gwing us a market share in the UK second only to
British Gas We also undertake the repair and maintenance of
heating systems for social housing prowviders, conducting annual
service visits and installing replacerment systems in the event of
breakdowns

The Heating dvision has grown rapidly since its inception in 2004,
intially through an organic strategy focusing on the development
of our insiallation business through the recruitment of skilled
personnel More recently, we have accelerated the division’s
expansion in the reparr and maintenance sector, targeted at social
housing prowders, through the strategic acquisitions in December
2006 of HEAT {Heat Energy and Associated Technology), and JD
Healing HEAT, based in Northern Ireland, also had a strong
presence m the North of England, while JD Heating gave us cntical
mass in the Birmingham area Becoming pari of a larger Group has
helped these businesses to secure addional coniracts which have
delvered significant organic growth since their acquisition, ahead of
our expectations at the tme of purchase
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Since the beginning of the current year, we have continued to
extend our geographic feotpnnt in this fragmented market place
through the acquisition of Essex-based RG Francis, 1aking us into
the South East

WarmS5ure, a 50/50 joint venture with Ideal Bollers Limited, part
of the Ideal Stelrad Group, one of the UK's leading domestic boiler
manufacturers, was established in 2006 1o undertake servicing
and repair work for customers of both companies Since the
establishment of the joint venture, we have more than doubled
WarrmnSure's workforce to create a full, driagnostic, repar and
servicing business, and improved utiisation of 1ts capabiliies by
adding annual service wisits and maintenance under Warm Front
warranties to the workload of meeting Ideal Bollers' warranty
commitments

We also have a seed corn business, eaga Renewables instafling
heating systems based on solar paneis and other renewable
technology such as air source heat pumps Although this I1s
currently a small business, 1t has a significant share of the UK
solar thermal heating market in the social housing sector This
area offers substantial potentsal for future growth as increasing
attention s focused on the patential of renewable technologies
in amehorating chimate change

The other part of our Installation Sernces segment is the Homes
division, majoring on domestic insulation eaga entered this market
through the acquisition of the Mico Group in Aprll 2005, creating
eaga Home Services which 1s now one of the UK's leading installers
of home insulation Qur nationwide coverage of England and Wales
has enabled us to adopt a vertically ntegrated approach to the
delvery of Warm Front and HEES Wales contracts, keeping down
costs and maximistng value for Government The geographical reach
of the division was further strengthened in May 2006 through the
acquisition of Everwarm, Scotland s leading installer of domestic
insulation

In addrtion to undertaking conventional loft and cawity wall
insulation, we have the capability 1o undertake external wall
insulation, micluding specialist external cladding which has significant
potential in the social housing sector as locaf authonities focus on
the regeneration of mid- and high-nse housing schemes from the
1960s and 1970s

Homes dmision benefits from agreements with many of the UK's
major energy suppliers 10 undertake work on their customers’
homes, designed to enable them to meet ther cbligations under
the Energy Effiiency Commutment (EEC) This 15 a Government
scheme designed 1o cut greenhouse gas emissions through the
promotion of domestic energy efficiency The work we undertake
includes the installation of insulation and, through our Specialist
Support Senvices Sector, the supply of low-energy light bulbs
Specialist Support Serices also offer a complementary e-tailing
service specialising in the supply of energy efficient domestic
apphances
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Operational Review

The Government’s Decent Homes initiative to bring all public sector
housing in England up to a decent standard, including & reasonable
degree of thermal comfort, by 2010, creates addtional
opportunitigs for eaga, and we are progressively developing our
relatienships with the major contracters engaged to carry out this
work It seems bkely that the programme will be extended beyond
2010, and that increased attention will also be focused on the
estimated five milhon properties in the owner occupied and privately
rented sectors that currently fall short of Decent Homes standards
We believe that this will create substantial future epportuniiies for
our business, together with our planned expansion into the prvate
‘able to pay market

In addition the project management skills we have demonstrated
in the installation of central heating systems and insulation create
significant potenual for us to widen our product and service
offering to social housing providers

To underline the eaga difference, we have defined alf our Partners in
Instatlation Services not as blue or white but green collar workers
We will look to develop this concept further as we continue to
pioneer the expansion of “Green” Support Services In the linited
Kingdom and Ireland

Specialist Support Services

This 1s the smallest of cur three business segments, accounting
for 10% of our revenue 1n 2007 (2006 11%) and 24% of EBITA
(2006 35%} Revenue (including inter-segment revenues)
increased to £49 3 million {2006 £43 4 millien), principally from
additional sales to energy suppliers to meet their EEC obligations,
with EBITA rnising to £7 6 milion (2006 £6 9 mulllon) Our Carbon
Trading business moved from spot arrangements to framework
agreements during the year, this provided improved visibility over
future revenues, at some cost to margins

QOur Matenals Procurement and Distnibution operations include
1st Insulation, which buys insulation and ancilary products for
eaga’s own Homes operation and for over 30 third-party
customers This enables 1t to leverage substanbal buying power,
helping to drive down costs {or our customers in central and local
Government and 1n the utilives sector We also have a Fulfilment
business focused on the procurement and delivery of compact,
flucrescent, low-energy ight bulbs, and tast year supplied over

4 mulhon of these under either Government Contracts or to help
utilities meet their EEC commiments

The segment’s Aftercare services include the prowision of
insurance-backed two-year warranties for heating systems
installed under Warm Front or the devolved administrations’
eguivalent fuel poverty contracts Annual service wisits and repair
and maintenance work are undertaken chiefly by our WarmSure
Joint venture, supported by third party providers We have
launched an extended, insurance-backed aftercare praduct for
customers, on expiry of therr mitial two year warranty, and are

developing a range of more econemecal options for longer term
product protection

Qur Insurance business, eaga Insurance Services Lim:ted,
includes an 85%-owned, Guernsey based, authorised insurance
intermediary which arranges cover for the warranties ansing from
our Government Contracts work, and for our private customers

Finally, our Brokerage Services business acts as a carbon trader
between Government Contracts and vtility companies, identsfying
the improvements in energy efficiency achieved through fuel
poverty programmes and facilitating the sale of these savings to
utilty companies, who can then count them towards meeting their
demanding EEC targets This effectwely channels funds from those
utility companies to Defra, increasing the cash available for
continued intiatives to eradicate fuel poverty

Shared Services

We continue 1o operate with an extremely lean corporate
overhead of approximately 30 central staff, handhng the
Group's finances, legal requirements, human resources and
communications Our Newcastle upon Tyne head office moved in
July 2007 from Jesmond to South Benwell, a deprived inner city
area which 1s currenily the subject of a major redevelopment
programme We are working hard on the development of our
Group Shared Services function, which ams to support cur
three operating segments by ensuring that common services

are supphed efficiently and in accordance with best practice

its key areas of focus include Marketing, Information and
Communications Technology, Service Excellence, Learning and
Development, and Transactions Processing We also benefit from
shanng across the Group our extensive experience in Contracts
and Procurement and in Programre Management, comprising
both the successful delivery of major projects and the
management of change

Communities and the environment

Improving people s qualty of Iife and their environment s at the
heart of everything we do Accerdingly we seek to make a
contnbution to the communities in which we operate The
independent eaga Partnership Chantable Trust has receved
donations from eaga totallking over £3 1 million since its
establishment in 1993, which 1t has used to make grants for the
alleviation of poverty, particularly fuel poverty, and to fund
research into the causes of fuel poverty and its impact on health

Our intention 15 1o allocate at least one per cent of our annual
profit to our community and chanizble activities As part of
this commitment, we have established a new £150,000 eaga
Communrty Fund to assist community projects that benefit the
environment, and are encouraging owr Partners to identify
appropnate causes for our support




Operational Review

In the environmental arena, we seek to mintmise the impact of
our operations on both the natural and built envronment, by
improving the efficiency of our own energy usage, reducing our
carbon footprnint, mimimising waste and recycling wherever
practicable The Board rasclved in July 2007 that the Group's
operations should achieve an independently verfied carbon
neutral status denng the financial year to 31 May 2008, and
we aspire to go beyond this in the future

A fuller account of our community involvement environmental
policies and health and safety standards 1s provided in the
Corporate Social Responsibility section on page 26

Future oppeortuniies

The achievernent of international scientific consensus on the causes
of chrnate change means that developing effective counter-measures
15 certain to remain a high prionty for governments n the UK and
across the developed world eaga 15 well-posiioned 1o contribute to
the continuing drive to cut carbon emissions by enhancing domestic
insulation and improving the efficiency of heating and lighting
systems In so doing, we wiil also imprgve the living condstions and
reduce the fuel costs of many vulnerable people

There are sigruficant further opportunities for growth by pursuing
our established strategy of consolidation in the fragmented
Installation Services market, and by extending our product and
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service offering into new areas compatible with our established
skills, increasing our exposure to able to pay” customers and helping
to drive the expansion of the renewable energy sector

The organic development of our capabilities in CLS Direct
demonstrates our ability to offer 'joined-up” services to Government
and we will be looking both to expand our work for CLS Direct and
at the possibility of rolling out our new specialist advisory capabilities
across our Government Contracts business as a whole We have
ensured that our organisation s adapted to meet the needs of our
clients whether they require our assistance at the central, regional or
local government level, and are accordingly well-equipped to cope
with any further devolution of responsibilities under the
Government's Localisabion Agenda

| am confident that eaga has the night business model, ownership
structure, culture of hard work and efficiency, and the nght people
to deliver continued growth both organically and by acquisition

John Clough MBE

Chief Executive
19 September 2007

Making a difference
TO oUur communifies

eaga 1s helping hundreds of communities across Africa by
donating 1is recycled computers and IT equipment to schools
and hospitals

The scheme provides wital technology to developing countries
and benefits the environment by cutting the amount of non-
recyclable waste baing dumped i UK landfill sites

Registered chanty Computer Aud International the world’s
largest non-profit supplier of computers to developing countries,
manages the consignments and ensures they reach those

in most need

In the first delivery, eaga has sent 376 laptops, 97 moniors
and 28 computers
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Fnancial Review

The Group has dehvered excelient growth in revenue, margin
and profit before exceptional costs duning the year, underpinned
by a combination of vigorous organic growth and acquisitions
Strong operating cash flows have faclitated significant norganic
expansion of Installation Senaces activities whilst leaving the
balance sheet net debi-free at the year end We have further
enhanced the strength of the balance sheet by raising new
maney at flotation to create a sound financial platform for
future growth

36% revenue growth

Group revenues increased by £128 2 million (36%), of which
£36 5 million related to acquisitions undertaken immedsately
befare and during the year, excluding the effect of acquisitions,
Group revenues grew by £91 7 midlion (26%)

Government Contracts revenues rose by £95 0 mulhon (36%)
in line with ingreased funding levels for the Government-funded
fuel poverty programmes delivered by the business

Installation Services revenues increased by £80 6 million

(103%) of which £53 6 milhon (69%) represented growth in
Intersegment sales as the Group continued to expand self-delivery
of Government Contracts actmity, and £27 0 millon (34%) related
to increased third party sales Organic growth of £41 0 milhon
(539%) was achieved with a further £39 6 million (50%)
contnbuted by acquisiiions in the year

Speciabst Support Services revenues were up by £6 ¢ million
(14%), ansing from increased sales to energy suppliers in
connection wath thewr EEC obligations, and delivery of aftercare
services for additional Government Contracts-funded central
heating systems

5%% EBITA growth

Group EBITA before exceptional costs increased io £31 3 million
(2006 £19 7 million), representing growth of £11 6 million (59%),
of which £3 6 mihon (18%) related to acquisitions undertaken
immediately before and during the year Excluding the effect of
acquisitions, Group EBITA grew by £8 0 million {(41%) EBITA margin
of 6 5% {2006 5 6%) represents a 0 9% percentage point increase
The year to 31 May 2006 included noni-recurning profit of £1 7
milon in the Government Contracts sector without which Group
EBITA margin would have been 5 1%, gmng an underlying increase
of 14 percentage points pnmarly arising from the Group’s rapid
growth in the higher margin Installation Services sector through
both organic development and acquisitions during the year

Governmeni Contracts EBITA margin reduced to 2 1% (2006
3 0%, 2006 underlying aiter the non-recurnng profit desciibed
above 2 3%) This pnmarnly reflects the impact of tncreased
activity levels agamnst a partially fixed fee structure combined

with investment in fixed costs to deliver significantly greater volumes
during the year

Installation Services’ EBITA margin of 10 2% (2006 & 4%) improved
significantly through a combination of operational gearing from
rapid organic growth and the beneficral impact of acquisttions

Speciahst Support Services’ EBITA margin of 15 3% (2006 15 8%)
reduced primanly as a consequence of moving to longer-term
framework arrangements in carbon frading, where there was a
trade-off between reduced volatilly and margins achieved, and
addrional spend on future business opportunities such as developing
channels to market for delvery of energy performance certificates

Taxahon
The tax credit for the Group of £25 8 mulion (2006 £2 3 million
expense) compnses a deferred tax credit of £31 § million (2006

£0 2 miilion credit} and a corporation tax charge of £6 1 mullion
(2006 £2 5 million)

The exceptional charge of £104 2 mithon (2006 £nil) relating to
the far value of share options granted in the year, as described
further below, 1s not an allowable deduction for corporation tax
purposes A statutory corporation tax deduction of £30 9 million
15 expected 1o be recewved n the year to 31 May 2008 under
Schedule 23 Finance Act 2003 in respect of the share options
exerased at IPO This results i a deferred tax credit of £30 9
million Without this exceptional charge, profits before tax
would have been £16 8 million (2006 £6 & miflion) resufting

in an underlying effective rate of tax of 30 6% (2006 34 1%)

The underlying effective rate of 30 6% (2006 34 1%) 15 above
the standard rate of 30% largely due to disallowable expenditure
incurred by the Group

Dividends
The Company has not paid any dvidends historically

The Directors intend to adopt a progressive dividend policy
which will take account of profitability and underlying growth,
while maintaining an appropnate level of dividend cover

The first dividend to holders of the Ordinary Shares 15 expected
1o be declared in January 2008 in respect of an intenm dmdend
for the year ending 31 May 2008

Earnings per Share

Basic earnings per share decreased to {34 33)p (2006 3 19p),
reflecting the exceptional costs ncurred in the current year as
detalled below Underlying eatnings per share (adjusting for
exceptional costs and amortsation of intangible assets) increased
by 18 3% to 12 27p (2006 16 37p)




HNoNCial Review

Exceptional costs 1 the year largely comprise

+ A share based charge of £104 2 million arising in respect of
the fair value of share options granied to employees by
the Company, eaga Partnership Trustee Limited and eaga
Partnership Trustee Two Limited (EPT) dunng the year These
awards reflect the 100% employee owned nature of the
business in the perod prior to IPO and were made solely in
relation to successful admission of the Company’s shares to the
London Stock Exchange There was no cash cost to the Group
as a result of this charge As noted abave, the Group expects to
recerve a statutory corporation tax deduction in connection with
the charge and accordingly, a deferred tax asset of £30 9 million
and corresponding increase in net assets has been recognised in
the balance sheet at 31 May 2007

» Costs incurred in connection with the Company’s fisting on the
Lendon Stock Exchange on 7 June 2007 of £4 1 milllon which
did not relate directly to the raising of new equity and therefore
could not be charged to the share premium account

* A parinership bonus charge of £7 2 milhon (2006 £10 7
million} representing amounts due to employees by virtue of
their beneficsal interest through the EPT in the ownership of
the Group In the penod prior to fiotation

Earmings per share have been calculated in accordance with IAS 33

Investments

Installation Services’ delvery capability in Northern Ireland and
mainland UK was significantly increased by the Group s acquisitron
of the entire share capital of White Horse FM Group Limited and
of 1D Heating Limited in December 2006 for cash considerations
of up to £37 2 million and £6 0 million respectively

Capital Structure

The Company received £28 5 milion net proceeds from the raising
of new money at flotatien on 7 June 2007, further strengthening
the cash position of the Group at that time

Treasury

Strategy

The strength of the Group s balance sheet has enabled a flexible
approach to be taken to meet its funding requirements, with the
majonty of working caprial and nvestment needs being met from
nternal cash generation to date

Any future debt funding requirements are expecied to be sourced
irom an appropnate combination of short, medium and long-term
arrangements
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Treasury management

Each operation manages its own cash position on a day-to-day
basis The Group’s banking arrangements are negotiated and
montored centrally with funds generated across the business
being controlled by a central treasury function

In December 2006 the Group entered into a three-year £35 million
Revolving Credit Faciity with Barclays Bank plc in anticipation of
the acquisitions of White Horse FM Group Limited and JD Heating
Limited This facility was temporanly drawn to fund short-term
cash requirements but was fully pad-down by 31 May 2007

Liquidity

The Group has histornically been net debt-free At 31 May

2007 the Group had cash and cash equivalents of £5 5 million
(31 May 2006 £16 1 millon) and loans and borrowings of

£0 7 milion {31 May 2006 £1 2 milon), gving a net position of
£4 8 milion (31 May 2006 £14 9 million) This is after aggregate
cash outflows duning the year, net of balances acquired, of

£31 0 miflion n relatien to the acquistion of White Horse FM
Group Limited and JD Heating Limited

The Group's aggregaie finance faciliites total £35 millon compared
1o a net positive position of £4 8 million at 31 May 2007 and the
further £28 5 million net proceeds of new money raised at
flotation

Cash Flows

The Groups cash and cash equivalents reduced in the year by
£10 5 million to £5 5 milon This reductien largely reflects the
combined effect of strong cash inflows generated from operating
activmties of £33 0 million (year to 31 May 2006 - £20 1 million),
cash outflows associated with the acquisition of White Horse
Group and JD Heating (£31 O million), and capital expenditure
undertaken ta support the continued expansion of the Groups
operations (£8 5 midlon) The acgusitions were initially funded
from banking facilities which were repasd in full dunng the year

Interest Income

The Group’s net finance income declined 95% to £40,000 (2006
£773,000), largely as a consequence of acquisitions

Interest rate management

Surplus funds are placed on money market deposit by the Group’s
central treasury function with a view 1o maximising investment
income Amounts placed with any single institution rated AA or
better are restncted in order to manage overall credst risk
exposure

lan McLeod

Group Finance Director
19 September 2007
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Board of Directors

Executive Directors

John Ciough MBE
Chief Executive Officer (oge 48)

John has been Chief Executive since the business

was established 1n 1990, having previously worked

n strategic management positions with Bntish Coal
John has led the development of eaga, creating a
unigue employee engagement culture, broadening

its core service and installation offerings, transforming
its financial performance and delivening significant
growth in both the private and public sectors

lan Mcleod
Finance Director [age 39)

lan joined eaga in 2004 and was appointed to the
Board in early 2005 He 1s responsible for all aspects
of financial management and reporting and works
with Drew Johnson in delivering eaga s inarganic
growth strategy lan spent 14 years with
PricewaterhouseCoopers LLP prior to joining eaga,
during which tme he gained extensive experience
tn adwising companies across a broad range of
market sectors

Joseph (Drew) Johnson
Commercial Director {oge 48)

Drew joined eaga in 1991 having previously been with
Bntish Coal in supply chain management and logistics
He was appointed to eaga's Board in 1999 Drew has
responsibility for eaga's commercial strategy, focusing
on the identification, development and delivery of
opportunities for both organic and inorganic growth

Dave Routledge
Organisational Development Director (age 49)

Dave joined eaga in 2002 and was apponted to

the Board in 2004 He 1s responsible for strategic
organisational development, human resources, nsk
management and corporate and government affairs
Dave previously held main board level responsibilities
for human resources and operations within the
pharmaceutical sector

Board Committee

Non-Executive Directors

Charles Berry, Non-Executive Director ang Chairman (age 55)

Charles was appointed to eagas Board as a Non-Executive Director
and Chairman in June 2006 He has extensive experience in the UK
power sectar as a board member of Scottish Power plc where he
served as UK Chief Executive Charles 1s a Non-Executive Director of
Drax Group plc and Securities Trust of Scotland plc

Michael Roberts OBE, Non-Executive Director
and Deputy Cheirman (age 70)

Michael was appomted to eaga’s Board as a Non-Executive
Director in 2000 He chaired the Board from 2000 until he
became Deputy Chairman in June 2006 He 15 a past President

of the Institute of Energy and has senior executive experience

n consultancy and blue chip companies Michael will retire as a
Non-Executive Director of eaga plc before the end of 2007 The
process of identifying & suitable candidate with the appropriate
expertise to replace Michael Roberts OBE 15 already well advanced

Richard Burns, Non-Executive Director (age 49)

Richard was appotnted to eaga’s Board as a Non-Executive
Director in November 2006, he 1s a pariner in, and former
sernor partner of the international law firm, Hammonds LLP
At Hammonds, he has developed particular expertise advising
on national and international mergers and acquisitions,
flotations and the raising of equity finance

Malcolm Simpson, Non-Executive Director (age 635)

Malcolm was appointed 1o eaga’s Board as a Non-Executive
Director in 2007, he 15 a former Finance Director of Greggs plc
At Greggs Malcolm oversaw a period of strong growth as

the company expanded both organically and inorganically and
achieved flotation on the London Stock Exchange

Quinhin Oliver, Non-Execulive Director ([oge 52)

Quintin was apponted to eagas Board as a Non-Executive Director
1n 2004 He lives and works in 8elfast, Northern Ireland, leading
Stratagem — the first dedicated lobbying and pubhc affairs
company 1o emerge after the Northern Ireland peace process
following the Good Friday agreement

Audilt Remuneration Nominatlon

Malcofm Simpson {Chair) Michael Roberts OBE (Chair) Charles Berry {Chair)
Michael Roberis OBE Malcolm Stimpson Richard Burns
Richard Burns Richard Burns Quintin Oliver

Quintin Olver Quintin Oliver

Dave Routledge (Executive Director)

John Clough MBE {Executive Director)
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Report of the Directors

The Direciors present ther report and the audited financial
statements for the year ended 31 May 2007

Pnncipal Activilies and Business Review

The Company re-reg:stered as a public imited company on
27 February 2007 and floated on the London Stock Exchange
on 7 June 2007

The Company and the principal subsidianies ang assocrated
undertakings are engaged in the delvery of residential
improvemnents in the envuonment, soaal justice and energy
arenas Its core focus 1s working with government, local
authortties and utility companies to lower carbon emissions,
combat fuel poverty, improve |ving conditions and reduce energy
consumpiion The work underiaken is primanly focused on the
housing and social needs of low income and vulnerable households

The principal subsidianes and associated undertakings are listed
in Note 34 to the accounts (herein referred to as “the Group”™)

The information that fulfils the requirement of the Business Review,
and a summary of the Group's resulis, key nsks and key performance
indicators 15 included in the Operational and Financial Reviews

Results

The Group result was a loss for the year of £61,626,000 (2006
profit of £4 362 000)

As indicated in the Prospectus the Directors do not recommend
the declaration of a dwvidend for the year ended 31 May 2007
but expect the first dvidend to holders of Ordinary shares to be
declared in January 2008 in respect of an intenm dwvidend for
the year ending 31 May 2008

Details of post balance sheets events are given in Note 35 of
the consolidated Group financial statements

Close Company Status

So far as the Directors are aware the close company provisions
of the Income and Corporation Taxes Act 1988 do not apply
to the Company

Interests in Shares

In the year ended 31 May 2007 the Company had a general nght
to purchase all or any of its own shares subject to compliance with
the matters set out within article 15 of its Articles of Association
The following interests in the 1ssued Ordinary share capital of the
Company have been notified to the Company in accordance with
the provisions of Chapter 5 of the Disclosure and Transparency Rules

Number of
Direct Shares

Percentage of
Direct Shares (%)

Eaga Partnership

Trustee Limited 46,916,842 187S
Eaga Partnership
Trustee Two Limited 46,916,842 18 75

Directors

Details of the present Directors are listed on page 12 Jack
Harnison retired from the Board on 30 September 2006 Richard
Burns was appointed to the Board on 9 Nevernber 2006 and
Malcolm Simpson was appointed to the Board on 1 January 2007
Michael Roberts OBE will retire from the Board at the AGM and will
not seek re-election The recrutment process 15 well advanced

to appoini his successor

Dave Routledge, lan McLead and Quintin Qliver will retire

by rotation They will seek reappointment which will be
recommended by the Board i recognition of the valuable
contribution alt three directors made throughout the year, not
least in thair sigmificant contribution i bringing the Company
to a successful flotation on 7 June 2007

The termination prowsions in respect of the Executve Directors’
contracts are set out In the Remuneration Report on page 18

The interests of the Directors in the Qrdinary share capital of the
Company as at 31 May 2007 are set out in the Remuneration
Report on page 19 The following are the details of the interests
of the Directors in the Crdnary share capital of the Company
as at the date of signature of this report -

Charles Berry 55,249
Richard Burns 55,249
John Clough MBE 6,269,340
Drew Johnson 5,015,472
lan McLeod 5,015 472
Quintin Oliver 24 861
Michael Roberts OBE 22,099
Dave Routledge 5,015,472
Malcolm Simpson 33,149

There are no Preference shares in existence

Drrectors’ Indemnities

The Directors have the benefit of qualifying third party indemmity
provisions contained in the Company’s Articles of Association
which were in force throughout the financial year and remained
in force as at the date of signing this report




Report of the Directors

Donations

Dunng the year the Company and the Group made charitable
donations of £250,000 {2006 - £150,000) prncipally to the
independent eaga Partnership Chamtable Trust and the eaga
Community Fund managed for eaga by the Community
Foundation In addition, support for vilnerable households was
provided by eaga creating and making payments from a
substantial hardship fund

No political donations were made

Payment of supplers

It 15 the Group s pohcy that UK operating companies should
follow the CBI Prompt Payers Code The Code requires the
Company to agree the terms of payment with its suppliers,
to ensure 1ts suppliers are aware of those terms and to abide
by them The Cornpany’s creditor days outstanding as at

31 May 2007 were 35 days (2006 33 days)

Employment i1ssues and policies

The Company constantly endeavours to ensure a consistent
and inclusive approach in 1ts employment practices, reflected
In s corporate 'Equal Opportunities and Dignity at Work' and
‘Disabled Employees' palicies

It meets as a mimimum standard all of 1its legal obligations towards

employing disabled people and strives 1o go beyond that standard
Every effort 1s made to ensure that employees who become
disabled whilst atready employed are able to continue in
employment by making reascnable adjustments in the workplace

The Company is currently engaged in discussions with a consultant

n disability nghts 1ssues to ensure that best practice can be
applied both in the provision of Hs services and towards its
employees and applicants for employment The focus of these
discussions 1s 10 ensure that any improvements implemented are
from the disabled perspective rather than from pure statutory
comphance

As a cerirfied "Two Ticks' employer, the Company has
demonstrated its willtngness to consider appropriate positive
action to optimise employment opportunities for those with
disabiities The Company’s commitment to such instiatives will be
further embodied in its Diversity policy (currently in development)
which will also detail the partnerships the Company 15 proactively
bullding in all aspects of dversity, for example, the Company's
recent membership of the engage bustness network supporting
age diversity These iniiatives are central to the Company’s ethos
and processes are i place to ensure they are implemented across
the Group and introduced to comparnies which become part of
the Group by acquisition

Employee and community engagement 1s at the heart of the
Company's business ethos The Company was, prior 1o flotation,
wholly employee owned Post flotation the eaga Parinership
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Trust (EPT) retains a signifrcant percentage of the issued shares

and remans the largest shareholder Employee ownership prowdes

a sold foundation for the eaga cares programme, which aims to
re-inforce our culture introduced n January 2007, ensuring new
employees who join by organic or inorgarnic means are quickly
introduced 1o the Group's values and behavioural standards

and are coached in understanding and adopting the underlying
prinaples The Constitution of the Company and the EPT provides
for a ugh level of employee involvement through its elected
Partners Council In addition, Information and Consultative
Commitiees have been proactively established in each of the
larger Divisions A schedule of all-people Partrership Engagement
Surveys with periodicity not exceeding 18 months, 15 a poweriul
source of employee feedback and provides the basis for a
comprehensive programme of team led improvement initiatives
at every level in the organusation

The Company's Corporate Social Responsibility (CSR) agenda
pravides further opportunities to promote employee nvolvement
in commuatty and charitable pursuits such as Prince’s Trust, links
with schools and raising environmental awareness An Employer
Supported Volunteening initiative 15 to be introduced shortly to
combine valuable development experience whilst advancing the
ams of our CSR agenda

Remuneration Report

The Remuneratton Report, on pages 17 to 21, will (as required by
the Directors’ Remuneration Repart Regulations 2002) be put to
the shareholders for approval at the annual general meeting

Power to allot shares and authonty for the
Company 10 purchase its own shares

The Directors propase to renew the general authority of the
Company to make market purchases of its own shares to a total
of twenty five million {25,000,000) ordinary shares (representing
approximately 10% of the ssued ordinary share capital of the
Company) and within the price constraints set out in the special
resolution to be proposed at the annual general meeting There 1s
no present intention of the Company to make any purchase of its
own shares and If granted, the authonty would only be exercised

if to do so would result In an improvement per share for remaining

shareholders

Articles of Association

The latest version of the Company’s articles of association was
adopted by special resolution on 30 May 2007 There are no
proposals to alter those articles

Financial instruments

A summary of the Companys treasury policies and objectives
relating te financial nsk management, including exposure 1o
associated risks, 1s set out on pages 54 to 55
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Report of the Directors

Cirectors’ Responsibiliies for the accounts

The Directors are responsible for prepaning the Annual Report,
the Directors’ Remuneration Report and financial statements in
accordance with the applicable regulations and the International
Financial Reporting Standards (IFRS) as adopted by the European
Union

The Directors are responsible in the preparation of those financial
statements to give a true and fair view, of the profit or loss of the
Company and the Group and the state of affairs of the Company
and the Group n accordance with relevant GAAP

I prepanng those financal statements the Directors are required to
¢ select suitable accounting policies and apply them consistently

* make judgements and estimates that are reasonable and
prudent

state whether the financial statements comply with IFRS and
whether applicable accounting standards have been followed,
subject to any matenial departures disclosed and explaned in
the financial statements

The Directors confirm that they have complied with the above
requirements in prepanng the finanaal statemenis

The Directors are responsible for keeping proper accounting
records which disclose with reasonable accuracy at all umes the
financial pestion of the Company and the Group to enable them

Making a difference
to our Parmners

Team eaga tnumphed against 800 competitors from other
leading UX companies 1o win the Indisdual Team Fundraising
trophy in the 2007 Microsoft UK Challenge

After 4 gruelling days of mental and physical challenge
the team was dehghted to pick up the trophy

Support from eaga Partners, installers and suppliers raised more
than £12,500 in sponsorship for children’s chanty the NSPCC

Adnan Hull, eaga’s semor manager on the team said
“eaga supported us all the way through the challenge
and our Partners’ generosity was second to none as usual

to ensure that the Group financial statements comply wath 2l
relevant statutory and regulatory requirements They are also
responsible for safeguarding the assets of the Company and the
Group and n that context to take such reasonable steps as are
required n relation to the prevention and detectron of fraud and
other irregulanties

So far as the Directors are aware there 15 no relevant information
that may be required by the Company’s auditors that 1s not
available to them or of which they are not aware

Each Director has taken all steps that he reasonably ought to have
taken in his duty as a Director in order to make himself aware of
any relevant information which may be required by the Companys
auditors and to establish that the auditors are aware of that
information

Independent Auditors

The auditors, PricewaterhouseCoopers LLP, have signified their
wilhingness to continue in office and a resolution reappointing
them as auditors w sed at, the AfM

19 September 20




Remuneratfion Report

The Remuneration Commitiee 1s comprised of Quintin Oliver,
Richard Burns, Malcolm Simpson and chaired by Michael Roberts OBE
It has terms of reference which are avallable on the Companys
website

The Company completed its transition from an employee-cwned
partnership to a hsted plc on 7 June 2007 Throughout this
fundamental change process the Remuneration Committee has
been focused on ensunng that

+ the interests of sharehoclders are protected and enhanced

s the ethics and charactenstics of eaga, developed through its
ownership structure, history, sense of social purpese, and
significant refationships with the Government, are maintained

* the views of all shareholders, customers, employees (referred
to by the Company as Partners} and other stakeholders in the
business recewe appropriate attention

The Company has a strong desire to be responsible and
conservative In Its approach to executive pay whilst ensuring
the remuneration polices attract and retain appropriately
qualified and highly motivated Executive Directors

During the year and prior to the listing, key management receved
share-based awards under the IPO Plans, as described in detail
overleaf No further awards will be granted under ihe IPO Plans
and a new remuneration framework will apply going forward

Immediately after our flotation in June 2007, 51% of the business
remained in the ownership of Partners, principally through the
37 6% holding of the eaga Partnership Trust

Purpose of the Report

This report sets out the policy and disclosures on Directors’
remuneration as required by the Directors” Remuneration Report
Regulations 2002 (‘the Regulations’) contained in Schedule 7A
of the Companies Act 1985 for the year ended 31 May 2007

In accordance with the Regulations, a resctution to approve

this report will be proposed at the forthcoming annual general
meeting of the Company As required by the legislavion,

the nformation on pages 20 to 21 of this report has been audited
by PricewaterhouseCoopers LLP as rt contains the information
upon which the auditors are required to report to the Company’s
shareholders

Role

The Commuittee 15 responsible for making recommendations to
the Board on the speafic remuneration packages and terms and
condrtions of employment of the Company's Executive Directors,
Company Secretary and certain sentor managers The Committee
in consultation with the Chief Executive, 15 responsible for
determiming which Pariners comprise the Senior Managers,

such determination to be approved by the Board as a whole
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The Committee 1s responsible for the apporntment of independent
external advisors to advise on matters relating to remuneratton

During the year the Committee has taken advice from KPMG LLP |
KPMG provided no other services to the Company dunng the year

Remuneration Policy

The Remuneration Commuittee aims to ensure that the iotal
remuneratton package for the Execvtive Directors i1s soundly based,
internally consistent, externally competitive, and fully aligned with
the interests of shareholders for both the short and long-term

In developing the remuneration strategy the Committee takes into
consideration the business strategy and the unique charactenistics
of eaga No Director takes part in constderation of theirr own
remuneration

Post-{PO, 8 balanced executive remuneration framework has
been adopted This framework includes “traditional” FTSE 250
incentives which are appropriate for the purpose of recrurting
and motivating executive talent and has been agreed by the
Remuneration Commuitiee This framework has the following
five elements

* Basic salary

* Partnership bonus

= Long-term imncentives
¢ Pension plan

= Benefits '
Basic Salary

The current basic annual salanes paid 1o the Executive Directors

are as follows

John Clough MBE £340,000

Drew Johnson £248,200

lan Mcleod £231,200

Dave Routledge £231,200

All were last revewed on 1 Aprl 2007

The Company'’s Executive Director basic salaries are reviewed
annually to ensure they remamn internally consistent and externally
competitive, taking into account the requirements of the roles,
indvidual and bustness performance, the size of the Company and
its complexity To assist the Remuneration Committee the Executive
Director roles are benchmarked against a Pay Peer Group of some
13 comparves selected on the basis of those most closely
matchung the Company in terms of a combmation of business
maode! turnover and market capitakisation This analysis showed
that the Executive Directors’ basic salaries are competitive Further
benchmarking agaimst the FTSE 250 {(under £750m market
capitahsation) confirmed this wiew 1t was concluded, therefore,
that existing basic salanes were appropriate
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Remuneration Report

Incentive Arrangements

Partnership Bonus

Histonically, the Executive Directors have recewved annual
partnership bonus payments by wirtue of their beneficral interest
through EPT in the ownership of the Company along with other
Qualiying Partners {qualified through length of service in the
business) Amounts paid under this mechanism have been
distributed amongst all Qualifying Partners on similar terms,
typically representing a fixed number of weeks of salary The eaga
Board recommend the level of payment to the EPT trustees who
then decide upon the final payment level The last payment of
thus type 1s expected to be made during the year ending 31 May
2008 :n respect of trading results for the year ended 31 May
2007 amounting to approximately 10 weeks of salary for each
Qualifying Partner (approximately 1,600 Partners of 3,348)

For penods after flotation, any awards made in respect of

that element of employee ownership reflected by EPTs resigual
shareholding 1n eaga plc are expected to be made directly by EPT
to all Qualifying Partners As the Executive Directors wilt remain as
Qualfying Pariners this element of reward would be at the gift

of EPT trustees outwith the remuneration committee mandate

Share Plans

IPC Plans

The Company and EPT granted share-based awards during the
year to Partners under two separate opticn plans, the (PO Option
Plan and the IPC Key Management Plan

The PO Option Plan granted nil-cast ophigns over the Company's
Ordinary and Preferred Ordinary Shares to all Partners and certain
former Partners {at EPT discretion) The optrons were granted in

February and March 2007 and became exercisable on listing, they
would have lapsed on 31 July 2007 had listing not been achieved

The IPO Key Management Plan was designed to both retain

and incentivise certan key management excluding Executive
Directors, after hsting and prowide an element of reward for past
performance Nil-cost options were granted over the Company’s
Grdinary Shares on 31 May 2007 conditicnal on hsting Half of
the options awarded to each indwvidual become exercisable on the
first anniversary of the date of grant and the remainder become
exercisable on the second anniversary of the date of grant The
options are conditional on participants’ continued employment
over the relevant period No further awards are intended to be
made under this plan Options over 2,073,340 shares were
outstanding at 31 May 2007

Incentive Plans

The Company currenily has a further two schemes under which
ne options have been granted to date, the Share Incentive Plan
(5P} and the Management Incentive Plan (MIP)

The SIP 15 an Inland Revenue approved all-employee plan Under
the plan the Board may determine that free or matchmng shares
may be awarded to employees The Board will have the discretion
to set a minimum service requirernent of 18 months for employees
to participate in the plan Shares awarded under the plan will be
subject to holding peniods of between three and five years in an
employee benefit trust Awards under the plan are subject to a
maximum value of £3,000 per employee in each 1ax year The
Executive Directors are ehigible to participate in the SIP

The MIP allows the granting of both nil-cost options and
contingent share awards to Partners of the Group The maximum
annual value that can be awarded to participants 15 100% of
salary, although the Remuneration Commuttee may award up to
200% of salary in exceptional circumstances The vesting of any
award made under the plan will be subject to the achievement
of perfarmance targets intended 10 enhance shareholder value

In normal arcumstances, no awards will become vested or
exercisable before the third annversary of the date of grant
The current Executive Directors have voluntarly chosen not to
participate in the MIP under the new remuneration framework

The Executive Directors believe, and the Remuneration Committee
agrees, that their interests are currently aligned wath those of all
other sharehalders through therr existing shareholdings

Service Contracts

The Executive Directors have rolling contracts which may be
terminated by 12 months notice on either side In the event

of early termination of any Executive Directors' serice contract
the hability will be based upon base salary plus benefits The
Non-Executive Directors have entered into letters of three year
appointment with the Company which may be terminated by
3 months notice on either side

The details of the Directors' Letters of Appointment and Contracts
of Service as at 31 May 2007 are shown in the 1able opposite

Exiernal Appointments

The Company recognises that its senigr executives and the
Company can beneiftt from its Executive Directors serving in

a personal capacity as Non-Executive Directors of other companies
Subject to approval by the Board, Executive Directors are permitied
to hold one external Non-Executive directorship and retain any
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Date of Date of Current Letter of Unexpired

Appointment Appointment / Contract term
Non-Executive
Charles Berry 9 February 2006 6 Apnl 2006 ¢16 months
Richard Burns 9 Novernber 2006 3 November 2006 ¢25 months
Quintin Ohver 1 January 2004 3 November 2006 c25months
Michael Roberts OBE 14 October 1939 24 November 2006 c26 months
Malco!m Stmpson 1 January 2007 19 December 2006 ¢27 months
Executive
John Clough MBE 14 October 1999 31 May 2006 Rolling 12 months
Drew johnson 14 October 1999 31 May 2006 Rolling 12 months
lan Mcleoad 28 Apnl 2005 31 May 2006 Rolling 12 months
Dawid Routledge 23 Apnl 2004 31 May 2006 Rolling 12 months

fees receved for holding such a position Such appointments will
only be approved If there 1s no patential conflict of interest and
the time commitments do not interfere wath Executive Director
duties and performance

Currently, no Executive Cirector holds any such external appointments

Pension Schemes

The Executive Direclors are members of the Company’s Group
Personal Penston Plan, a defined contribution scheme, under which
the Company makes an annual contribution or salary supplement of
15% of basic salary This may be supplemented by each member as
desired, and as permitted under current pension legistation Annual
bonuses, were they to be awarded would not be pensionable

Pertormance Graph

As required by The Directors’ Remuneration Report Regulatrons
2002, the Company will report performance measured by Total
Shareholder Return (share price growth plus dvdends paid)

against an appropriate market index, hkely to be the FTSE 250

Directors’ interests in shares

The Directors held the following beneficial interests in the Crdinary
Shares of the Company

Ordinary shares of
£0 001 ecch
31 May 2007 & 2006

John Clough MBE 2,000
Drew Johnson 1,600
lan McLeod 1,600
Dave Routledge 1,600

The above shares were issued on 31 May 2006 immediately prior
to 1ts Admssion to the Stock Exchange on 7 June 2007, the
Company restructured its share capital including allotting, by way
of bonus 1ssue, new Crdinary Shares to the existing Ordinary
Shareholders in the ratio of 4 542 to 1
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AUDITED INFORMATION

Directors’ emoluments

Compensation
on loss Pansion Long term Total Tolal
Salary of office Bonuses Beneflls contributlons Incentives 2007 20046
£'000 £000 £'000 £'000" €000 £000° € 000 £000
Executive
John Clough MBE 385¢ - 100 13 - - 498 1,041
Jack Harrison MBE’ 45 30 — 4 N’ 480 1,270 324
Drew Johnson 281¢ - 68 17 - - 366 731
lan McLeod 261¢ - 63 13 — - 337 539
Dave Routledge 23 - - 13 106 - 350 683
Non-Executive
Charles Berry? BO* - - - - - 80 27
Richard Burns? 21" - - - - - 21 -
Quiniin Oliver 30" - - - - - 30 16
Michael Roberts OBE 54" - - - - - 54 30
Malcolm Simpson* 19 - - - - - 19 -
Juba Green® - - - - - - - 4
Total 2007 1,407 30 231 60 817 480 3,025 -
Total 2006 971 - 411 74 216 1,753 - 3,425

NOTES

' Resigned 30 September 2006
! Appointed 9 February 2006

! Apponted 9 Novemnber 2006
* Appomnted 1 January 2007

¢ Resigned 5 Cctober 2005

¢ Includes amounts relating to pension benefits pasd as salary

7 Includes £546,000 in relation 1o compensaiton for loss of office and £160,000 salary and bonuses paid in the form of pension
contributions

*  Includes £63,000 sn relation to honuses which were paid in the form of pension contributions

¥ A five year Long Term Incentwe Plan {“the LTIP" or “the Scheme”) for Executive Directors was incepted at the beginning of 2003,
with performance targets based on certain financal targets The Executive Direciors were entitled to a bonus of up to four times
their annual salary on achievement of the LTIP targets, with further amounts payable if the targets were exceeded, as effective at
the time of the inception of the Scheme The bonus was to be awarded on the achievement of specified targets in relation to turnover
and profits of the Group over the five years 1o 31 December 2007, subject to an addional “leadership index” adjustment as
determined by the Remuneration Committee 1n the range of 80%-120% Business performance improvements were such that the
LTIP targets were met during the financial year ended 31 May 2006, at which tme 1t became apparent that the LTIP targets could
be significantly exceeded over the full LTIP period At the request of the LTIP beneficiaries, the Chawr of the Remuneration Commitiee
agreed that it was appropriate to close the Scheme during the year ended 31 May 2006 and make early discounted settfements to the
beneficianes in order to prevent the possibiity of much greater amounts becorning due over the iull LTIP period No similar scheme
has been put in place to replace that closed

' Non-Executive Directors’ fees to 31 May 2007 include additional amounts for increased time commitment for the IPO

Benefits include, car or cash allowance in lieu, permanent health insurance and life assurance
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IPO Ophion Plan

As at 1 June Number Exerclse At 31 May

2006 granted price p 2007

John Clough MBE - 1,520,208 nil 1,520,208
Jack Harrison MBE' - 1,082,897 nil 1,082,897
Drew Johnson - 1,023,328 nil 1,023,328
lan MclLeod - 612 779 rul 612,779
Dave Routledge - 610,148 all 610,148
Other Partners 52,664,767 il 52,664,767
Total options at 31 May 2007 - 57,514,127 - 57,514,127

As noted above, the IPO Option Plan granted nil-cost options over the Companys Ordinary and Preferred Ordinary Shares to all Partners and
certain former Partners (at EPT discretion) This plan was put in place to recognise Partners’ contnibution to the market capitahsation of the
Group achieved at flotation, and enabled value to be transferred to individuals as part of the transiion from 100% employee ownership to
the present shareholding structure as a listed company

All of the above oplions were exercised iwmmediately prior 1o listing on 7 June 2007 at the histing price of £1 81 No further options will be
1ssued under the IPO Optron Plan A share based charge of £104 2 nullion ansing in respect of the farr value of awards 1s recognised in the
Income Statement as an exceptional cost There was no cash cost to the Group as a result of these awards The Group expects to receive a
statutory corporation tax deduction in connection with the charge and accordingly, a deferred tax asset of £30 9 millon and corresponding
Increase In net assets has been recognised in the balance sheet at 31 May 2007

At 31 May 2007 the Directors have no other options under any of the Group’s share plans

Michael Roberts OBE

Chair, Remuneration Committee
19 September 2007

Making a difference
fO our communities

in February 2007 eaga’s Warm Front Team headed down
to China Town in Newcastle to celebrate Chinese New Year

Micola Mather and Sally Harnison from eaga’s Network Team,
linked up with Newcastle's Age Concern and arranged a stall
at the New Year festivities to promote the Warm Front scheme

Sally said "This kind of actiwity helps us to make sure we get
Warm Front help 10 every secton of our local communities *

Sally has delivered a series of talks to Chinese community
groups with a local translator, supporied the Chinese Mental
Health conference and also had a slot on local Chinese radio
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Comphance with Combined Code

The Board 1s committed to the highest standards of corporate
governance and professronal integnty In accordance with the
Rules of the UK Listing Authority, the Company 1s required to
state whether 1t has comphed with the provisions set out In
Section 1 of the Combined Code on Corporate Governance
issued by the Financial Reporting Counal in June 2003 {"the
Code”} and where the provisions have not been complied with,
to provide an explanation The Company is also required to set
out how it has applied the principles set out withuin the Code

The following paragraphs together with the Directors’
Remuneration Report on pages 17 10 21 provide details of
how the Company apples the principles and comphes with
the provisions of the Code

Whilst not technuically bound by the Code pnor to flotation the
Directors consider there has been substantial comphance with
the Code throughout the year ended 31 May 2007 There are two
1ssues of potential non-compliance Firstly the balance of the Board
between Executive and Non-Executive Directors This balance

Making @ difference
to our communities

In 2007 eaga announced a partnership with regional development
agency One North East, renewable energy centre of excellence
NaREC and the Centre for Design Research at Northumbna
Unversity, to bring solar power to local schools

This ptoneenng scheme will see eaga supply solar thermal
demonstration kits to every secondary school in the North East The
project aims to generate interest among students in engineenng and
science careers and increase therr understanding of the relevance of
carbon emissions and low carbon technologies in everyday ife

Project coordinators (NaREC) New and Renewable Energy Centre will
oversee the creation of addwional curnculum support and teaching aids
to defiver a complete hands-on approach to renewables for schools

eaga Chief Executve John Clough MBE sad  We want kids to see for
themselves how solar power can provide a reliable energy source This
1S & big step in the nght directign and we aim to do more of It *

Keith Mefton, Director of Technology and Innovation at NaREC said
"By delivering an exciting, state-of-the-art, hands-on engtneenng
demonstrator to schools, we can encourage more stugdents to
consider science and engineering as a career, plugging one of the
skills gaps In the region *

was rectified so that there are now five Non-Executive Directors as
compared to four Executive Directors following the appointments
of Richard Burns on 9 Novermber 2006 and Malcolm Simpson on

1 January 2007 Secondly, the Board i1s putting in place a process
to ensure that Executive Directors are subject to objectve
evaluation of their performance on a regular basis

Operation of the Board

The pnimary roles of the Board are 1o determine overall strategy
and business cbjectives, to ensure adequate resources are avatlable
to meet abjectives, 1o maintain and moniter an effective nisk
management system, to monitor and assess comphance with
corporate responstbiity and health and safety requirements and
ensure all responsilities to stakeholders and shareholders are met

During the year the Board was led by 1ts Charman, Charles Berry,
who also chairs the Nomination Commuttee The Chairmans
responsibiiities have been agreed by the Board and clearly
delineate between the roles of the Chief Executive Officer

and Charman The Board satisfied themselves at the date of
appointment and have satishied themselves on an ongoing basis
that the Chairman and the other Non-Executive Directors were and
are independent of management and free from any business or
other relationship that could matenially interfere with the exercise
of therr independent judgement Richard Burns s the Senior
Independent Director
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The Board has approved a hst of matiers that are reserved
for its deasion/approval

The Board has also established three principal committees which
operate within written terms of reference approved by the Board
which are availzabte for inspection on the Company's website

Audit Committee

The Audit Commuttee 1s compnsed of four independent Non-
Executive Owrectors Richard Burns, Quinuin Oliver, Michael Roberts OBE
and chaired by Malcolm Simpson 1t will at all tmes consist of not
less than three independent Non-Executive Directors one of whom
will have relevant financial experience A quorum 15 two members
and the Committee meets a mimimumn of four times each year

The Committee’s main functions are to endeavour {)) 1o ensure
that the accounting and financial policies of the Company are
proper and effective, (1) 1o momitor the integrity and clanty of

the accounts and information published by the Company, (i}

o review the effectiveness of the Company's internal controls
and approach to nsk management, (iv) to monitor comphance
with the Listing Rules and the recommendations of the Combined
Code and (v) to assess the independence and objectmty of the
external audiiors

The Committee n performing these functions, reviews the annual
and interim accounts issued to shareholders, complance with
financial reporting standards and the size and remit of the internal
audit function

The Commitiee also considers and makes recommendations to
the Board in relation to the independence and objectivity of the
external audriors (including the impact of any non-audit work
undertaken by them) and the suitabiiity for reappointment The
Audit Committee determines the scope of the external audit in
discussion with the external audilors and agrees their fees in
respect of the audit

The Commuttee normally meets with the Finance Director and the
Chief Executive in attendance, and time 15 set aside annually for
discussion between the Commuttee and the external auditors and
with the internal auditors, each in the absence of all Executive
Directors The Commiitee has the power to engage outside
adwisars if it sees frt and in common with all of the Non-Executive
Direciors perscnally has the ability to take independent adwice at
the Company's expense if needed and also access to the services
of the Company Secretary

The Commuttee alsg momniters and reviews the effectiveness of
the internal audit activities

As required by the Combined Code the Board 1s satisfied that at
least one member of the Audit Committee has recent and relevant
financial expenience

In addiion, as the Company has significant contracts with
government departments, 1t 1s subject to audit by the National
Audit Office

Remuneration Committee

The Remuneration Committee 15 compnised of Quintin Oliver,
Richard Burns, Malcolm Simpson and charred by Michael Roberts
OBE It will at all itmes consist of not less than three members who
are independent Non-Executive Directors A quorum is two members
and the Committee meets a menimum of twice each year

Therr responsibilities include determining and agreeing with

the Board the framework and broad policy for the remuneration
(including benefits, pension arrangements and termination
payments) of the Chairman, Chief Executive and sentor managerment
of the Company A full Remuneration Committee Report can be
found at pages 17 to 21

Nomination Committee

The Nomination Cammittee 15 comprised of John Clough MBE,
Dave Routledge, Richard Burns, Quintin Oliver and chaired by
Charles Berry It will consist at all tmes of five members, three of
whom are independent Non-Executve Directors A quorum 15
three members who are all iIndependent Non-Executive Directors
and shall meet a minimum of once each year

The Comrmitiee’s role 1s to make recommendations to the Board

on the appointment of Directors and to support and assist the Board
in fulfilling 1ts responsitilities to shareholders in ensuring that the
Board 1s comprised of individuals wha are best able to fulfit the
responsibilities of Directors The Committee’s responsibilities include

« reviewing the structure, size and composition of the Board
together with assessing the skills, knowledge, expertise and
diversity of indwidual Directors

establishing processes for the review of the performance of
indndual Directors, Board Committees and the Board as a whole

« establishing processes for the identification of suitable
candidates for appointment to the Board

preparing a description of the role and capabiities requnred for
a particular Board appointment

giving full consideration to succession planning for the Board

reviewing the performance of any Director retinng by rotation
who 15 planming to stand for re-election

The Executive Directors’ service contracts and Non-Executives
Directors’ letiers of appointrent are available for inspection by
prior arrangemeni during normal business hours at the Company's
registered office

Attendance at meetings

The table overleaf sets out the attendance at meetings of the
Board and 1is Commuttees during the year
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Board Audit Remuneration Nominahon

Number of meetings held 16 3 4 1
Meetings attended

Charles Berry 16 - - 1
John Clough MBE 16 - - 1
Drew Johnson 16 - = -
lan Mcleod 16 - - -
Dave Routledge 16 ~ - 1
Michael Roberts OBE 15 0 4 -
Matcolm Simpson™ 11 {of 12) 3 3{of -
Richard Burns* 12 (of 14} 2 3 0
Quintin Chver 14 3 3 1
Jack Harnson MBE** 1 {of 1} - - -

* Appointed during the year ** Resigned during the year

Performance Evaluahon

It has been an exceptional year for the Company, having achieved
flotation en 7 June 2007 Following this period of major change
the Board has taken steps 10 ensure full performance evaluation
This process is being completed throughout the financial year
ending 31 May 2008 and involves internat and external scrunny

Relationship with Shareholders

As a relatively newly floated business and having entered a close
period within one month of float, the Company has not yet had
the opportunity to build up any mature pattern of investor
communication That being said the Directors, on the Company’s
behalf recognise the need to maintain an actwe dialogue with its
investors The Board encourages investors 10 attend the AGM and
15 always willing to answer questiens either in the meeting rtself,
or informally aftenwards Investors may also contact the Company
direct through i1ts website or by telephoning the offices

The Company's brokers and public relations adwvisors will also
provide regular analysis of the Company’s shareholder register
which will be provided to the Board when avallable together
with analysts’ research on an ongoing basis

Financial Reporting

The financizl position of the Company and tts Group companies
will be presented in a number of ways during the year to ensure
shareholders and potential shareholders can make a balanced
assessment of the Company This will include

* Interim Report and Accounts
* Annuzl Report and Accounis

* Announcements regarding significant developments and
contract wins which may affect the share price

¢ The publication of Intenim Management Statements at the
appropnate times in accordance with Rule 4 3 of the Listing,
Disclosure and Transparency Rules

Going Concern

After making all proper enquinies the Directors have a reasonable
expectation that the Company and 1ts Group companies have
adequate resources to continue in operational existence for the
foreseeable future For this reason they continue to adopt the
going concern basis in prepanng the accounts

Risk Management

The Board has overall responsibiity for the Company’s system of
internal contral and nsk managemant The matters reserved to
the Board ensure that the Directors control all significant strategec,
financial and organisattonal 1ssues An Executive Director, Dave
Routledge has been assigned the specific responsibility of health,
safety, environment and secunty and reports to the Board
accordingly

The Company has a dedrcated nsk management team which
maintains the corporate nsk management system which 1s
embedded across all trading sectors within the Company, collating
risk information and reporting to the Board on a quarteriy basis or
as and when required if there are any specrfic risks the Board
need to know about

A system for identifying and evaluating nisks was 1n place duning
the year ended 3t May 2007 however the dedicated nisk team
are in the final stages of upgrading the present system with a live
time reporting porial which will identify speafic risks and will also
enable instantaneous reporting of any nsk events W contains
speaific reporting functions for any 1ssues relating to health and
safety, which can be vetted and monstored on an ongoing basis
and reported directly to the necessary authoriies if appropriate

The reporis generated by the risk management team are
considered by the Board on a quarterly basis and specific areas
of risk considered by the Audit Commuttee

The nisk management team also undertakes specific workshops
to ensure that across the business every sector 1s aware of the nsk
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and health and safety 1ssues that affect therr part of the business
and are compliant with all necessary regulations

Appropriale levels of msurance were in place throughout the
year ended 31 May 2007 to cover any of the Directors actions
or omissions, excluding dishanest and fraudulent actions

Internal Control

The Company has complied m all materal respects throughout the
year with the prowisians of the Code relating to internal controls,
having implemented the recommendations set out within the
Turnbull Gu:dance {2005) and report as set out in the following
paragraphs

The Board have implemented a system which 1n accordance with
therr responsibility seeks to minimise and mitigate nisk of faillure to
achieve business objectives but cannot be regarded as an absolute
assurance agamst matenal misstatement or loss

The key elements of the system to identfy, evaluate, manage and
minimise significant risks includes the fallowing

* The Company has in place a system whereby on a monthly basis
all areas of the business complete and submit a nisk register to a
central nsk management team, who correlate all identrfied risks
consider them in terms of immediacy and significance of the risk
and also consider the actions proposed 1o eliminate or mitigate
the nisk They then compile a report of any significant risks
which 15 comrunicated to the Board

A clear organisational structure 1s In place with clear lines of
duty and accountability There are clearly defined authonsation
lrmits for indrvidual managers, with all transactions being
approved at the appropriate level of authornty

*+ Annual, three-year and longer-term strategy plans, budgets and
proposals are submitted by all areas of the business, reviewed,
considered and approved subject to appropriate amendment by
the Board

* The Company has a dedicated internal audit team which reports
into the Board and as appropriate the Audit Committee and
proposes actions in respect of identified nsks

Financial results and cash flows are reported to the Board on

a monthly basis wath the diisional heads having a monthiy
accountability review with the Board to assess any areas of
weakness and to agree any necessary cofrective action or mitigate
any discrepancies between budgel and actual financial resuits

Approprate financial controls policies are in place within
finance teams

* The Company has a formal *whistleblowing” policy for
employees who wish to report any issues of concern to them
on a confidential basis

* The Company has an integration process to ensure the risk
management processes are introduced to any newly acquired
business from acquisiion with a plan to fully implement those
systems as soon as reasonably practicable after acquisition

¢+ The Audit Committee will meat at feast four times a year
and wili review annually the report prepared by the nsk
management team highlighting significant rnisks across the
business and the action/planned action to eradicate or
rminimise those nsks

+ The effectiveness of the Group’s system of internal controls will
be reviewed by the Bogsdtnng the forthcoming financial year
f to the shareholders

Maoking a difference
1O OuUr cusfomers

Pensioners John and Rosemary Beardsley had to rely on a coal
open fire to heat their small terraced home in Craven, Shropshire
before they applied for help from Warm Front

Like many pensioners living without adequate central heating
they had no choice but to use coal and often found they were
too cold — especially in winter

Mr Beardsley sard * Having central heating has made a huge
difference to our lives We are now enjoying lving n a warmer
home and 1t's much more comfortable as a result “
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As O teading "Green’ Support Services Company,
Improving vulnerable people’s guality of life and the
environment sits af the heart of our business strategy.

Through the engagement of our Partners, our customers and our
local communities we will seek to demonstrate leadership in
tackling chmate change and improve the lving standards of
socially excluded communities

You will see examples of our work to make a difference to our
communities, our customers and our Partners throughout this
report As already outlined by eaga Partner’s Counail Charr,
Kim Steward, earlier in this report, eaga's cutture and business
strategy 15 underpinned by a set of values that help to guide us
in everything that we do eaga cares for our Partners, our
customers and our communities with integrity respect and
enthusiasm

Making a difference o our Partners

Most listed companies say that they recogmise that therr employees
are therr most impartant asset Our path to the stack market has
been different to that of most other companies

At flotation in June 2007 approxmately 51% of eagas shares
remained in employee ownership and today the eaga Partnership
Trust, 1s the Company's largest shareholder with a 37 6% stake

Our commitment 1o partnership and the eaga Partnership Trust

are a natural progression for an organisation with a proud history
as an employee owned partnership As shareholders our Partners’
interests are clearly alkgned with those of our external shareholders

We were proud to be able to distribute 1n excess of £104 million
to over 3,000 Partners ai flotation, recogrusing their hard work,
commitment and the powerful engagement and customer
service ethos that a partnership approach delivers

In addition to building on our partnershig ethos we are
comrotied 10 moiivaung and developing our people as well
as protecting ther welfare This includes @ commitment to
ensunng that they have the opportunity 10 achreve their {ull
potential eaga’s People Development team is focused on
delivening learning and development programmes that support
our people and our business straiegy i this way

Making a difference to our customers

We have helped to Iift several millien peopte out of fuel poverty,
and improved lving conditiens and lowered fuel bills in some five
milhon homes by nstalling energy efficiency measures Today we
deliver improved energy efficiency to aver 1,000 UK homes every
day and fit or repar a heating systern every minute of every
working day

We reduce our customers carbon emissions by an average of one
tonne every lime we make energy efficiency improvements to their
home Since 2000 we have reduced UK carbon emissiens by over
500,000 tonnes

This year additional suppert for our most vulnerable customers
was provided by eaga creating and making payments from a
substantial hardship fund

Moking a difference fo our communities

Much of what we do 15 about making a difference to the
communities that our Partners hve and work in This year we
continued to support our Partners to realise their full potential
through volunteering programmes and community-based socal
and environmental projects

As stated In the Operational Review, ¢t 15 our intention to allocate
al least one percent of our annua! profits to our community and
charrtable activities As part of this commitment, eaga has
established a new £150,000 Community Fund to support local
communities to deliver projects that benefit the enviranment

Carbon Neutral

eaga’s Board resolved in June 2007 that the Group's operations
during 2007-08 will be Carbon Neutral and we will progressively
move to a net carbon negative status It 1s our aim to reduce
the impact of our operations on the environment and we are
implementing continuous improvement plans throughout our
business designed to achieve this

In addition to reducing our own impact on the environment
we are actively seeking to help our stakeholders to achieve
carbon savings
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‘As shareholders our Partners’ interests are clearly
dligned with those of our external shareholders *

John Clough MBE eago Chief Executive
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INdependent Auditors” Report 1o the Members
of eaga plc

We have audited the Group financral statements of eaga plc for the year ended 31 May 2007 which comprise the Consofidated Income Statement
the Consolidated Statement of Recognised Income and Expense the Consolidated Balance Sheet, the Consolidated Cash Flow Statement the
Group Accounting Policies and the related notes These Group finanaial statements have been prepared under the accounting policies set out therein

We have reported separately on the parent company financial statements of eaga plc for the year ended 31 May 2007 and on the information in
the Directors’ Remuneration Report that 1s desenbed as having been audited

Respective responsibilihes of Directors and auditors

The Directors' responsibilities for prepanng the Annual Report and the Group financial statements in accordance with applicable law and
International Finanaal Reporting Standards (IFRSs) as adopted by the European Union are set out in the Statement of Directors’ Responsibilities

Qur responsibrity is to audit the Group financial statements in accordance with relevant legal and reguiatary requirements and Internatienal
Standards on Auditing (UK and Irefand) This report including the opinion  has been prepared for and only for the Company's members as a body
In accordance with Section 235 of the Companies Act 1985 and for ne other purpose

We do not, in giving this opinion, accep: or assume responsibility for any ather purpose or 1o any other person to whom this report 1s shown or into
whase hands it may come save where expressly agreed by our prior consent in wniting We report to you our opinion as 1o whether the Group
financial statements give a true and fair view and whether the Group financial statements have been properly prepared in accordance with the
Companies Act 1985 and Article 4 of the IAS Regulation We also report to you whether in our opinion the informatian given in the Directors'
Report 15 consistent with the Group financial statements The information given in the Directors' Report includes that specific information presented
in the Operational Review and the Financial Review that 1s cross referred from the Business Review section of the Directors' Report

In addition we report to you if 1n our opinicn we have not receved all the information and explanations we require for our audit or i information
specified by law regarding Directors remuneration and other transactions 15 not disclosed

We review whether the Corporate Governance Statement reflects the Company’s complance with the nine provisions of the Combined Code (2003)
specified for our review by the Listing Rules of the Financial Services Authority and we report «f 1t does not We are not required to consider whether
the Board's statements on internal control cover ali nsks and controls or farm an opinion on the effectiveness of the Group s corporate governance
procedures or 1ts nsk and control procedures

We read other informatton contained in the Annual Report and consider whether 1t 1s consistent with the audied Group financial statements The
other information comprises only the Directors Report, the Chairman s Statement, the Operational Review the Financra! Review and the Corporate
Governance Statement We consider the implications for our report if we become aware of any apparent misstatements or matenal inconsistencies
with the Group finanaial statements Qur responsibilities do not extend to any other information

The mantenance and integnity of the eaga plc website 1s the responsibility of the Directors, the work carried out by the auditors does not involve
consideration of these matters and, accordingly the auditors accept no responsibility for any changes that may have occurred to the financial
statements since they were imitially presented on the website

Legislation in the Urited Kingdom governing the preparation and dissemination of financial statements may differ from legislztion in other
Jurisdictions

Basis of aucht 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, an a test basis, of ewdence relevant to the amounts and disclosures in the Group financial statements It also includes an
assessment of the significant esumates and judgments made by the Directors in the preparation of the Group financial statements, and of whether
the accounting policies are appropriate 10 the Group's crcumstances consistently apphied and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to provide us with
sufficient evidence 1o give reasonable assurance that the Group financial statements are free from matenial misstatement, whether caused by fraud or
other irregularity or error In forming our opinian we also evaluated the overall adequacy of the presentation of informancn i the Group financial
statements

Cpinion
In our opinicn

* the Group financial statements give a true and far view, 1n accordance with IFRSs as adopted by the European Unian of the state of the Group's
affairs as at 31 May 2007 and of 1ts loss and cash flows for the year then ended

* the Group financial staternents have been properly prepared in accordance with the Companies Act 1985 and Articie 4 of the 1AS Regulation

. information given in the Directors' Repart I1s consistent with the Group financiat staterments

rﬁﬂm‘,\ww) o~
PricewaterhouseCoopers LLI

Chartered Accountants and Registered Audritors
Newcastle upon Tyne
19 September 2007




'3
@ eo go annual report and occounts 2007

Consolidated Income Statement

For the year ended 31 May 2007

Year ended Year ended
31 May 31 May
2007 2004
Continuing operations Notes £ 000 £000
Revenue 2 482,560 354,380
Cost of sales (383,549) (291 384)
Gross profit 99,011 62 996
Administrative expenses {186,418) (57 148}
Amortssation of intangible fixed assets 13 (3,245) (228)
Exceptional costs 7 {115,480) {13,654)
EBITA 31,298 19 730
Operating (loss)/ profit after exceptional items 3 (87,427} 5,848
finance income 8 1,226 1,044
Finance expense 9 (1,186) (271)
(Loss)/ profrt before tax (87,387) 6621
Tax credit /{expense) 10 25,761 (2,259)
(Loss)/ profit for the year {61,626} 4 362
{Loss}/ profit for the year attributable to
Equity ho!ders of the Company - (61,715) 4 357
Minority interests 89 5
(61,626) 4 362
{Loss)/earnings per share (pence)
- basic 1" {34 33) 319
- diluted 11 (34 33) 319
Adjusted earnings per share (pence)
- basic 1 12 27 10 37
- diluted 11 958 10 36

EBITA ¢comprises profit on ordinary activities before interest tax, amortisation of intangible fixed assets and excaptiona costs

Consolidated Statement of Recognised
INncome and Expense

For the year ended 31 May 2007

Year ended Year ended

31 May 31 May

2007 2006

Notes £000 £'000

{Loss)/profit for the year 26 (61,626) 4 362

Net exchange differences arising on consolidation 27 42 (143)

Total recogrused (expense)/ income for the year (61,584) 4,219
Attnbutable to

Equity holders of the Company (61,673} 4,214

Minority interests B9 5

(61,584) 4,219




Consolidated Balonce Sheet

As ai 31 May 2007

31 May 31 May
2007 2006
Notes £'000 £000
Non-current assets
Goodwill 12 38,055 7166
Intangible assets 13 15,699 1,383
Property, plant and equpment 14 11,083 5285
Avallable for sale financial assets 15 - 60
Deferred iax assets 10 26,980 293
91,817 14 187
Current assets
Inventories 17 4,479 3,713
Trade and other receivables 18 52,401 38 596
Derwvative financial instruments 19 548 500
Current tax assets - 34
Current asset investments 20 4,632 1375
Cash and cash equivalents 21 6,776 18 147
68,836 62 365
Current habilities
Trade and other payables 22 95,923 55,994
Loans and borrowings 23 1,625 2616
Current tax habilties 1,354 523
98,902 59 133
MNet current {habihities) f assets (30,066) 3,232
Non-current habilities
Other non-current habilities 22 2,437 401
Loans and borrowings 23 306 680
Prowisions for other liabilties and charges 24 342 342
3,085 1,423
Net assets 58,666 15 996
Equity
Share capital 25 50 1
Retained earnings 26 54,856 12 346
Other reserves 27 3,648 3586
Total shareholders’ equity 58,554 15,833
Minority interest in equity 6 12 63
Total equity 58,666 15,996

The Group financtal statements were approved by the Board of Directors on 19 September 2007 and signed on its bebalf by

. /T W _—=F

John Clough MBE lan Mcleod, Directors

The notes on pages 39 to 66 form part of these Group financial statements
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Consolidated Cash Flow Statement

For the year ended 31 May 2007

Year ended Yeor ended
31 May 31 Moy
2007 2006
Notes £000 £ 000
Operating (loss)/ profit after exceptional 1tems (87,427} 5,848
Depreciation of property, plant and equipment 2,353 1545
Amortisation of intangible assets 3,245 228
Increase in inventories (179} {73%)
Increase in trade and other recewables {5,680) (4 047)
Increase In trade and other payables 20,985 29,274
Profit on sale of investments (23} -
Loss on sale of property, plant and equipment 260 44
Share based exceptional cost credited directly to equity 104,225 -
Increase in dervatives (48) {108)
Exchange differences 35 {97)
Decrease In provisicns - (366)
Negative googdwill recognised in profit (6) -
Cash generated from operations 37,740 21,580
Finance income 1,208 1,044
finance expense (694) (208)
Taxation paid (5,209) {2,335)
Cash generated from operating activities 33,045 20,091
Cash flows from investing activities
Purchase of intangible assets (437 (608)
Purchase of property, plant and equipment (8,040) {2 878)
Proceeds from sale of property plant and equipment 170 41
Proceeds from sale of investments 83 -
Purchase of subsidrary undertakings net of cash/{(overdrafts) acquired 30 {31,093) (5577)
Payment of deferred consideration including finance costs (47%) -
Net cash outflow from investing activities (39,792) (9 022)
Cash flows from financing activities
Repayment of bank loans (335) (77}
Captal element of hire purchase agreements (243} {270
Dividends paid to mmonty shareholders of subsidiaries (15) -
Increase in short term investments 20 {3,257) (1 375)
Praceeds from issue of shares 27 69 170
Net cash cutflow from finanang activities (3,781) {1,552
Net (decrease}/increase in cash and cash equivalents (10,528) 9517
Cash and cash equivalents at start of year 21 16,060 6 543

Cash and cash equivalents at end of year 21 5,532 16,060
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Group Accounting Policies

eaga plc 15 & publ:c company hrmited by shares and incorporated in England and Wales under the Companies Act 1985 The address of the registered
office Is eaga House, Archbeld Terrace Jesmond, Newcastle upon Tyne, NE2 1DB

The principal activities of the Group are the delivery of products and services within the residential energy efficiency market

The prinaipal accounting pokcies adopted in the preparation of this consohdated financeal information are set out below These policies have been
consistently applied to all pertods presented, unless otherwise stated

Basis of preparation

The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards (including International
Financial Reporting Interpretations Comrmitiee (“IFRIC”) interpretations) as adopted by the European Union {IFRSs as adopted by the EU) and have
been prepared I accordance with the Listing Rules of the UK Finanaial Services Authority, although trading in the Companys shares did not
commence until after the year end on 7 June 2007 and the Companies Act 1985, as applicable to companies reporting under JFRS

The consolidated financial staternents have been prepared under the historical cost convention as modified by the revaluation of available for
sale investments and dervatives The consolidated financial statements are presented 1n Pounds Sterling which 1s the Group's presentational and
functional currency

The preparation of consolidated financial statements in conformuty with IFRS generally accepted accounting principles requires the use of estimates
and assumptions that affect the reported amounts of assets and habilities at the date of the consalidated financial statements and the reported
amounts of revenues and expenses dunng the reporting period The areas involving a higher degree of judgement or complexity, or areas wherg
assumptions and estimates are significant to the consolidated financial statements are disclosed at the end of these Group accounting policies

Standards and interpretations not yet effective

The following IFRSs and IFRIC interpretations have been issued but have not been early adopted by the Group in the year ended 31 May 2007,
the adoption of these standards 1s not expected to have a matenal impact on the Group’s consolidated financial statements

* IFRS 7 - Financial instruments Disclosures (effectve from 1 June 2007)

* IFRS B — Operating segments (effective fram 1 June 2009)

* IFRIC 10 - Intenm financral reparting and imparment {effective from 1 june 2007}

¢ IFRIC 11 — Group and treasury share transactions {effective from 1 June 2007)

* IFRIC 12 - Service concession arrangements (effective from 1 June 2008)

* 1AS 1 Amendment - Presentation of financial statements (effective from 1 June 2007)

* 1A5 23 Rewised - Borrowing costs (effective from 1 June 2009)

Basis of consolidation
Subsidiaries

Subsidiaries are all entities over which the Group has the power to govern the financral and operating policies, generally accompanying a
shareholding of more than 50 per cent of the voting nghts Subsidianies are consolidated from the date at which contral 1s transferred 10 the
Group using the purchase method of accounting, whereby the recognised identifiable assets habiibes and contingent liabilies are measured
at their fair value at the date of acquisition They are excluded from the consolidated financial statements from the date that control ceases

The interest of minanty shareholders 1s stated at the minornity s proportion of the assets habihires and contingent labilities recogrised

The Group applies a policy of treating transactions with minonity interests as transactions with parties external to the Group Purchases of minonty
Interests shareholdings result in goodwilt being the difference between any consideration pard and of the share acquired of the carrying value of
the net assets of the relevant subsidiary

Where necessary adjustments are made to the financial statements of subsidianes o bning the accaunting policies into ine with those used
by the Group All inter-company transactions and balances between Group entities are elminated on consolidation When the financial year
end of a subsidary differs from the Group's year end, the subsidiary 1s consolidated using management accounts for the relevant penod

In accordance with SIC 12 Consohdation — Special Purpose Entities  the results of one entity, an insurance cell, are consolidated as a special purpose
entity as the actvities of the insurance cell are conducted on behalf of the Group according to its speaific business needs so that the Group obtains
the benefits of the insurance cell's operation
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Jomt ventures

An entity 1s regarded as a joint venture (f the Group has joint control over 1ts operating and financial pehaes The Group's interests in jointly

controlled entitias are accounted for by proportionate consolidation, whereby the Graup’s share of jo:nt venture income and expenses assets and

l:abihvies and cash flows are combined on a hine-by-line basis with similar items in the Group's consolidated financial statements Where necessary,

adjustments are made to the consolidated financial statements of joing ventures to bring the accounting polices used in to line with those used by |
the Group The Group recognises only the proportion of gains or losses on the sale of assets to joint ventures that 15 attributable to other venturers

The Group does not recognise its share of gains or losses from joint ventures that result from the Group’s purchase of assets from them until it

re-sells those assets to an external entity

Property, plant and equipment

Property, plant and equipment are stated at cost, less accumulated depreciation and any impairment in value Cost includes expenditure that
15 directly attributable 1o the acquisition of the asset Depreciation 1s calculated so as 1o write off the cost of property plant and equipment,
less their estimated residual values, on a straight-ine basis over the expected useful economic lives on the following rates

Long leasehold land and buildings Penod of lease
Alterations to leasehold property Penod of lease
Fixtures and fittings 20-33%
Equipment 20-50%
Mator vehicles 20-33%
Buildings 2%

An item of property, plant and equipment is de-recogrised upon disposal or when no future economic benefits are expected from its use
Any gain o loss anising on de-recogniion of the asset I1s included 1n the income statement in the period the asset is de-recogmsed

Assets’ residual values, useful lives and methods of depreciation are reviewed and adjusted if appropnate, at each financial penod end

Borrowing cosis
Borrowing costs incurred on the acquisition of property, plant and equipment are recogrised as an expense when incurred

Business combinatons and goodwill

Business combinatians are accounted for using the purchase method of accounting This involves recegrising dentifiable assets {including intangible
assets not previously recognised by the acquiree) and liabilities (including contingent Labilities) of acquired businesses at farr value

Goodwall acquired in 3 business combination 1s initially measured at cost being the excess of the ¢ost of the consideration over the Group's interest in
the net farr value of the acquiree’s identifiable assets Yiabilities and contingent liabiliies Where the net farr value of the acquired identifrable assets
liabilities and contingent habilities exceeds the consideration the excess or “negative goodwill” s recognised immediately in the income statement

Following initial recognition goodwil! s measured at cost less any accumulated rmpairment losses For the purpose of imparrment testing, goodwill
acquired 1n a business combination 15, from the acquision date allocated to each of the Groups cash generating units

Each cash generating umit or group of cash generating units to which the goodwall is allpcated represents the lowest level within the Group at which
the goodwaill is monitored for internal management purposes and is not larger than a segment based on either the Group s primary or secondary
repariing format determined in accordance with 1AS 14 Segment Reporting

Gans and losses on the disposal of a business component are calculated on a basis which incorporates the carrying amount of goodwi!l relating
to the business sold

Infangible assets

Intangible assets acquired separately are measured at cost on inittal recognitian The cost of intangible assets acquired in a business combination
1s measured at fair value as at the date of acquisiton Following imitial recogniton intang ble assets are carried at cost less any accumulated
amortisation and any accumulated impairment losses

The Group has no internzlly generated intangibles which meet the recognition critena Expenditure on internally generated intangibles 15 recognised
1n the income statement in the year in which the expenditure is incurred

The useful lives of intangible assets representing the period of their expected benefit 1o the Group are as follows

Customer refationships/ contracts Over life of contract/relabionshp (typically 2-10 years)
Computer software and related licenses 2-5 years
Patent assets Over life of patent {typically 5-20 years)

Intangible assets are assessed for impairment whenever there is an indication that the ntangible asset may be impaired The amortisation periods and
the amortisation methods for intangible assets are reviewed at least at each financial penod end Changes in expected useful lives are accounted for
as a change in accounting estimate

Gains and losses ansing from the de-recognition of intangible assets are measured as the difference between the net disposal proceeds and the
carrying amount of the assets and are recognised in the income statement when the assets are de-recognised
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Inventories

Inventories are stated at the lower of cost and net realisable value Cost is determined on a “first in — furst out™ basis and comprises direct matenials .
and where applicable, direct labour costs and those overheads that have been incurred in bringing the inventories to present facation and condition

at the balance sheet date Net realisable value represents the estimated selling price less alf esumated costs of completion and costs 1o be incurred in

marketing selling and distnbution Provision 1s made for obsolete slow moving or defective items where appropriate

Cash and cash equivalents
Cash and cash equivalents in the balance sheet comprise cash at bank and 1n hand short term deposits with an onginal matunty of three months
or less and bank overdrafts

The Group holds certain restricted cash balances 1n relation to its insurance activities which are included in current asset Investments

Provisions

Provisions for habilites and charges are recognised when the Group has a present legal ar canstructive obligation as a resull of past events 1t s '
more likely than not that an outflow of resources will be required to settle the obligation and the amount can be reliably measured If the effect
15 matenal provisions are discounted using a pre-tax discount rate

Employee pension obligations

The Group operates a number of defined contribution plans The Group pays contributions to publicly or privately administered pension plans on
a mandatory contractual or voluntary basis The Group has no further obligations once the contributions have been paid The contributions are
recogrised as an employee benefit expense as they fall due

Lecases

Leases where the Group assumes substantially all of the nisks and rewards of ownership are classified as finance leases Assets held under finance
leases and hire purchase contracts are capitalised at the lower of the fair value of the leased asset and the present value of the minimum lease
payments Capialised leased assets are deprectated over the shorter of the estimated useful economic ife of the asset or the lease term The
corresponding leasing commitments, net of finance charges, are included in iabilities

Leasing payments are analysed between capital and interest components so that the interest element 1s charged to the income statement over
the periad of the lease at a constant rate of interest on the remaiming balance of the labiity outstanding

All other leases are treated as operating leases with annual rentals, net of any Incentives receved, recognised as an expense on a straight-line
basis over the term of the lease

Revenue recognition
Revenue 15 recogrised 1o the extent that 1t 15 probable that economic benefits will flow to the Group and the revenue can be reliably measured
Revenue 15 measured at the fair value of the consideration recewable, excluding discounts, rebates, value added tax and other sales taxes

The Group generates revenue from three main sectors bemng

Government Contracts

The Group 2cts a5 lead contracter and prncipal on @ number of government contracts These contracts wall typically involve multiple revenue
streams Revenue s generated from a combination of fixed and vanable fees Revenue 15 based on the farr value of each reverue stream and 15
recognised when the Group 1s contractually entitled to recognise the revenue

Typically Government Contracts wili also involve the sub-contracting of the instaflation of certain energy efficient measures to third parties Revenue
for the sub-contracted installations s recognised on a prinaipal basss as the Group uitimately retain the nsks and rewards of these nstallations
Installation Services

Installation Services generates revenue from the installation of energy efficient measures such as central heating and insulation Revenue 1s
recogrused by reference to the number of energy efficient measures installed

Specialist Support Services

Specialist Support Services generates revenue from the provision of services related 1o the other activities of the Group including aftercare services
and the sale to utility companies of energy savings accredited to energy efficert measures instafled Revenue 1s recognised at the date of sale except
if services are to be provided over future penods where the income 1s deferred and recognised over the relevant perod

Interest income

Interest ncome 15 recogrused on a time-proportion basis using the effective interest method
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Financial instruments

Financial assets and lhabilities are recogrised on the Group s balance sheet when the Group becomes party to the contractual provisions of the
instrument The Group considers whether a contract contains an embedded dervative at inception Any embedded dervative i separated from the
host contract where the assocated economic charactenstics and nisks are not dosely refated to those of the host contract The Group has reviewed
its contracts and has not identified any embedded denvatives

Avallable for sale financtal assets

Equity instruments held by the Group and designated as avallable for sale are carned at fair value, with movemnents in fair value recogrised directly
i equity On disposal of these assets the difference between the carrying value and consideration receved (ncluding any cumulative gain or loss
previously recognised directly in equity) 15 included in the income statement

Loans and receivables

Non current receivables and lcans are carried at amorhised cost less provisions for impairment Movements in carrying value are recogrised in the
ncome staterneny

Trade receivabies

Trade recevables are recognised imitially a1 farr value and subsequently measured at amortised cost using the effective interest method less provision
for impairment A provision for impairment of trade recevables 1s established when there is ohjective ewidence that the Group will not be able to
collect all amounts due according to the onginal terms of the recevables

Trade payables

Trade payables are recognised initially at fair value and subsequently measured at amortised cost Lsing the effectve mterest method

Borrowings

Borrowings are recogmised initially at fair value, net of transaction costs incurred Borrowings are subsequently stated at amortised cost and any
difference between the net proceeds and the redemption value 15 recognised in the iIncome statement over the period of the borrowings using the
effective interest method Borrowings are classified &s current hiabiities unless the Group has an unconditonal nght to defer settlement of the labiity
far at least 12 months after the balance sheet date

Denvalives
All dervatives are carried at far value wath movements in fair value recognised in the tncome statement Hetge accounting 1s not applied

Redeemable preference shares

The component of redeemable preference shares that exhibits the charactensuc of a Lability 1s recogrused as a hiability in the balance sheet
net of transaction costs The carresponding dividends on those shares are charged as interest expense in the ncome statement

Fair valuation

Fair values are based on market values where available Where market values are not readily available, the Group establishes fair value using
valuation technigues these include the use of recent arm's length transactions reference to other simifar instruments and discounted cash flow
analyss

De-recognition of financial assets and labilities

A financial asset 1s de-recognised when the nghts io receve cash flows from the asset have expired the Group retains the night to recewve cash flows
from the asset but has assumed an obligation to pay them in full without matenal delay to a third party, or the Group has transferred 1ts nights to
recewve cash flows

A financial rability 1s de-recognised when the obligation under the hability 1s discharged cancelled or expires

imparment of financial assets
The Group assesses at each balance sheet date whether a financial asset or group of financial assets 15 impaired
If there 1s objective evidence that an impaument loss on loans and receivables at amortised cost has been incurred, the amount of the loss is

measured as the difference between the assets carrying amount and the present value of estimated future cash flows discounted at the
asset’s onginal effective interest rates The amount of the loss is recogrused in the income statement
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Impairment of non-financial assets

At each reporiing date, ihe Group assesses whether there 15 an indxcation that an asset may be impaired If any such indication exists or when
annual impairment testing for an asset is required the Group makes an estimate of the assets recoverable amount An asset's recoverable amount
15 the higher of an asset's fair value less costs 1o sell and its value n use Where fair value cannot be determined then the recoverable amount will
be determined by reference to value In use Value in use s determined for an indmvidual asset, unless the asset does not generate cash flows that
are largely independent of those from other assets or groups of assets

Where the carrying amount of an asset exceeds its recoverable amount, the asset 15 considered impaired and 15 written down to its recoverable amount

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
market assessments of the time value of money and the risks specfic to the asset In determining fair value less costs to sell, an appropnate
valuation model 15 used

Impairment losses of continuing operations are recognised in the income statement in that expense category consistent with the function of the
impaired asset

For assets excluding goodwill, an assessment 1s made at each reporting date as to whether there 15 any Indication that previously recognised
impairment losses may no longer exist or may have decreased If such indication exists, the Group makes an estimate of any amount recoverable
A previously recognised impairment loss 1s only reversed if there has been a change in the estimates used to determine the asset’s recoverable
amount since the impairment loss was recognised

Foreign currency franslahon

liemns included in the finanaal statements of each of the Groups entities are recarded using the currency of the primary economic environment in
which the entity operates (“the functional currency”}

The funcuonal currency of the Group s foreign operations 1s the Canadian Dollar {or eaga Canada Inc Ark Solar Products Limited, integrated
Energy Systems Limited and Homeworks Services Inc and Indian Rupees for eaga Energy India Private Limited As at the balance sheet date the
assets and lLabilities of these subsidianes are translated into Sterling at the rate of exchange at that date and their income statements are translated
at the weighted average exchange rates for the penod The exchange differences ansing on the translation are taken directly to a separate
camponent of equity On transition to [FRS the transtation reserve was set to zero as permitted under (FRS 1 On disposal of a foreign

entity, the deferred cumulative amount recagmised in equity relating to that particular foreign operation 1s recagmised 1n the iIncome statement

Transacuons in foreign currencies are initrally recorded at the functional currency by applying the spot exchange rate ruling at the date of the
transaction Monetary assets and labilities denorminated in foreign currencies are retranslated to Sterling at the rate of exchange ruling at the
balance sheet date All differences are taken to the income statement Non-monetary items that are measured at histoncal cost are translated
using the exchange rate as at the date of the onginal transaction Non-monetary items that are measured at farr value in a foreign currency
are translated using the exchange rate when the farr value was determined

Any goodwill arising on the acqusition of a foreign operation and any farr value adjustments to the carrying value of assets and habilities anising
on the acquisition are treated as assets and habilies of the foreign operation and translated at the closing rate

Taxes
Current tax

Current income tax assets and habilites for the current and prior penods are measured at the amount expected to be recovered from or paid to
the tax authoniies The tax raies used to compute the amounts are those that are enacted or substantwely enacted at the balance sheet date

Deferred tax

Deferred tax s provided using the liability methed on temporary differences between the tax bases of assets and liabrlities and therr carrying
amounts at the balance sheet date Deferred 1ax habilities are recognised for all temporary differences, except

* where the deferred tax hiability anses from the initial recognition of goodwill or of an asset or habiity 1n a transaction that 15 not a business
combination and, at the time of the transaction affects nerther the accountung profit nor taxable profit or loss

» 1n respect of 1axable temporary differences assocaied with investments in subsichiaries or joint ventures, where the tming of the reversal of
the temporary difference can be controlled and 1t s probable that the temporary difference will not reverse in the foreseeable future

Deferred tax assets are recogrised for alt temporary differences carry forward of unused tax credits and unused tax losses to the extent that it
1s probable that taxable profit will be available against which the temporary differences, and the carry forward of unused tax credits and unused
tax losses can be utilised except

¢ where the deferred tax asset relating 1o the deductible temporary differences arises from the initial recognition of an asset or habibity in a
transacton that s not a business combrnation and, at the time of the 1ransaction, affects nerther the accounting profit nor taxable profit or loss
and in respect of deductible temporary differences associated with investments in subsidiaries and joint ventures, deferred 1ax assets are only
recognised to the extent that it Is probable that the temporary difference will reverse in the foreseeable future and taxable profits will be avallable
against which the temporary differences can be utihsed
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Deferred tax is calculated using the enacted or substantively enacted rates that are expecied to apply when the asset or habulity 15 settled Deferred
tax 1s charged or credited to the income statement except when 1t relates to items credited or charged direct to equity in which case the deferred
tax 15 also credited or charged to equity

Share capital

Ordinary and Preferred Ordinary Shares are classified as equity Incremental costs directly attnbutable to the 1ssue of new shares or options are shown
n equity as a deductign, net of tax from the proceeds

Excepfional items

Excepuonal items compnise items of income and expense that are materal i amount and unhkely to recur and which mernt separate disclosure in
order to psowide an understanding of the Group's underlying financial performance Examples of events giving rise 1o the disclosure of materal items
of income and expense as exceptional items include but are not limited to, impairment events disposals of operations or indwidual assets, litigation
claims by or against the Group and the restructuring of compenents of the Group s operations

Partnership bonus

An annual partnership bonus 1s payable to all employees who are Qualifying Partners The partnership bonus 1s determined 1n relation to the results
for the finanaial penod and allocated to Qualifying Partners based on a percentage of pay An accrual for this bonus 1s included 1n the accounts for
the relevant financial period based on the Directors’ estimate of the ‘eve! payable This bonus structure ceased fram the date of {flotation on the
Lordon Stock Exchange such that the year to 31 May 2007 is the final bonus under this arrangement

Self insurance

The Group has access to a protected cell which is registered and operational in Guernsey The protected cell prowides insurance cover against the
costs incusred by the Group n relation to certain repars of new or refurbished central heating systems installed under ceriain government contracts
A liability, mcluded within accruals and deferred income, 15 established based on the estimated costs of settling known and outstanding claims

Share-based payments

The Group allows employees to acquire shares of the Company through share option schemes details of which are in the Remuneration Commitiee
Report The farr value of share options granted 15 recognised as an employee expense with a corresponding increase in equity The fair value 1s
measured at grant date, using an appropriate model, taking into account the terms and conditions upan which the share options were granted,
and s spread over the penod during which the employees become unconditionally entitled to the options The amount recagnised as an expense

15 adjusted to reflect the actual number of share options that vest except where forfeiture 1s only due to share prices not achieving the threshold

for vesting

Significant accounting judgements, eshimates and assumptions

In order to prepare these consolidated financial statements in accordance with the above accounting policies management has used estmates and
Judgements to establish the amounts at which certain items are recorded Critical accounting estimates and judgernents are those which have the
greatest impact on the consolidated financial statements and require the most difficult, subjective and complex jJudgements about matters that are
nherently uncertain and are set out below

Impairment of Goodwill

The Group determines whether goodwilt 1$ impaired at least on an annual basis This requires an estirnation of the "value in use” of the cash
generating units to which the goodwill s allocated Estimating a value in use amount requires management to make an estimate of the expected
future cash flows from the cash generating unit and also to choose a suitable discount rate i order to calculate the present value of those cash
flows The carnying value of goodwill at 31 May 2007 was £38,055 000 (31 May 2006 £7,166,000) Further detalls are given in note 12
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Notes 1o the Financial Statements

1 SEGMENTAL ANALYSIS

The Group's prmary farmat 15 business segments and s secandary format s geographical segments
Prnmary reporting format — business segments

The Group 15 organised into three man businesses

s Government Contracts undertaking programmes for government

* Installatron Services installation of insulation central heating systems and energy efficient related products

* Speciahst Support Services aftercare serwices, wholesale insulation on-line retail of energy efficient white goods sale to utiity companies of energy
savings accredited to energy effiaent measures installed, insurance and overseas activities

Ekminations represent the eimination of inter-segment sales Transfer pnaing between business segments is set on an arm$ length basis in @ manner similar
to transactions with third parties Revenue, costs, assets and habilities have been allocated between segments firstly on those items speoific to the segment
any remainng 1tems have been allocated using a reasonable basis such as revenue Certain costs have not been allocated and these are discussed below

Year ended 31 May 2007

speciallst
Govemment Installation Support
Contracts Services Services Efiminations Tolal
€000 £'000 £'000 £000 £000
Revenue
Third party 359,279 76,841 46,440 - 482,560
Inter-segment - 81,623 2,899 {84,522} -
Total 359,279 158,464 49,339 (84,522) 482,560
Segmental operating profit 7,560 12,999 7.494 - 28,053
Unallocated exceptonal costs (115,480)
Operating loss (87,427)
Net finance income 40
Tax credit 25,761
Loss for the year {61,626)
Segment assets 28,690 85,454 12,243 - 126,387
Unallocated assets 34,266
Total assets 160,653
Segrent habilties {36,247) {40,821} (12,382) - {89,450}
Unallocated habiliues (12,537)
Total habilities {101,987)
Other segment infarmation
Capital expenditure (intangibfe and tangible assets)
- additions 2,439 4,689 1.361 - 8,489
- acquisitions - 17,550 103 - 17,653
Depreciation 431 1,435 427 - 2,353
Amortisation of intangibles 80 3,110 55 - 3,245
EBITA 7,640 16,109 7,549 - 31,298

An analysis of the unallocated exceptional costs 1s given in note 7

Unallocated assets comprise cash of £6,776,000 a deferred tax asset of £26 980 000 and prepaid flotation expenses of £510,000 Unallocated
liabihties comprise, loans and borrowings of £1,931,000, current tax babdity of £1,354 000 the accrued partnership bonuses of £7,155 000 and
accrued flotation expenses of £2 097,000
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1 SEGMENTAL ANALYSIS (confinued)

Year ended 31 May 2006

Specialist
Govemment Installotion Support
Confracts Services Services Eliminations Tota!
£000 £'000 £ 000 €000 £'000

Revenue
Third party 264 276 49,886 40 218 - 354,380
Inter-segment - 28013 3,132 (31,145} -
Total 264,276 77,899 43,350 (31,145) 354 380
Segmental operating profit 7,809 4,860 6833 - 19 502
Unallocated exceptional costs {13,654)
DOperating profit 5 848
Net finance income 773
Tax expense (2,259)
Profit for the year 4,362
Segment assets 24 848 24,174 9 056 - 58,078
Unallocated assets 18,474
Total assets 76552
Segment hatuhties 27623 14,430 8,898 - 50,951
Unallocated liabilities 9 605
Total labilities 60 556
Other segment information
Capital expendsture (intangible and
tangible assets}
— additions 1,323 1,671 492 - 3486
— acquisitions - 712 33 - 745
Depreciation 611 852 282 - 1,545
Amortisation of intangibles 40 159 28 - 228
EBITA 7 849 5,019 6,862 - 19,730

An analysis of the unallocated exceptional costs is given In note 7

Unallocated assets comprise cash of £18 147,000, a deferred taxation asset of £293,000 and a curreni taxation asset of £34,000 Unallocated
liabilities comprise, loans and borrowings of £3 296,000, a corporation taxation creditor of £523,000 accrued partnership bonuses of £5 218 000

and a long-term incentive pian accrual of £568 000
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1 SEGMENTAL ANALYSIS {conhnued)

Secondary reporting format — geographical segments

The Group 1s based in the United Kingdom and substantially all the Group’s operations occur within the United Kingdom No ather indvidual country
coninbuted more than 10 per cent of consohdated revenue or assets Revenue 1S based on the country in which the customer s located Total assets
and capital expenditure are based on asset location

Year ended 31 May 2007

Segment Capital
Revenue assets expendituie
£000 £000 €000
United Kingdom and Republic of Ireland 476,571 122,804 8,106
Canada 5,658 3,163 126
Indra 33 420 257
482,560 126,387 8,489
Unallocated assets - 34,266 -
482,560 160,653 8,489
Year ended 31 May 2006
Segment Caplial
Revenue assels expendlture
£'000 £'000 £000
United Kingdom and Republi of Ireland 348,898 56,674 3,392
Canada 5,332 1,247 14
India 150 157 80
354 380 58 078 3486
Unallocated assets - 18,474 -
354,380 76,552 3486
2 REVENUE
Analysis by category
Year ended Year ended
31 May 31 May
2007 2006
£000 £000
Sales of goods and services (excluding share of joint ventures' sates) 478,969 354 238
Share of sales of joint ventures 3,591 142

482,560 354 380
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3 OPERATING (LOSS)/PROFIT AFTER EXCEPTIONAL ITEMS

Operating (loss)/profit after exceptional items 1s stated after charging / (crediuing)

Year ended Year ended

31 May 31 May

2007 2006

£'000 £'000

Staff costs {note 5} 77.183 55 590

Sub-contractor costs 303,994 257,355

Inventones

- cost of inventories recognised as an expense n the penod 46,221 13707

— impairment of inventones recogrised in the period - 17

Depreciation of praperty, plant and equipment 2,353 1,545

Amortisation of intangible assets 3,245 228

Negatve goodwill recogrised as profit {6) -

Loss on sale of property plant and equipment 260 44
Operating lease rentais

— property 1,605 1228

- plant and machinery 2,600 1,387

Impairment of trade recevables 807 2

4 AUDITORS' REMUNERATION

Durning the pericd the Group (including its overseas subsidiaries) obtained the following services from their auditors and network firms at costs
detalled below

Year ended Yoar ended

31 Moy 31 May

2007 2006

£ 000 £'000

Fees payable to the Companys auditor for the audit of the Company's annual accounts 74 60

Fees payable to the Company's auditor for other services

The auditing of accounts of undertakings of the Company pursuant to legislation 126 95

Other services supplied pursuant to legislation 1,276 18

Other services refating 1o taxation 578 127
Services relating 1o corporate finance transactions entered into or proposed to

be entered into by or on behalf of the Company or any of its undertakings 220 196

2,274 496

Included 1 the above are costs of £1 935,000 (31 May 2006 £Nil} in refauon to the Companys listing on the London Stock Exchange These costs
are non-recurnng iy nature and are included within the above captions as folfows

Year ended Year ended

31 May 31 May

2007 2006

£000 £000

Other services pursuant to legislation 1,257 -

Qther services relating to taxation 458 -
Services refating to corporate finance transactions entered In1o or proposed to

be entered into by or on behalf of the Company or any of its undertakings 220 -

1,935 -

Fees for other services pursuant to legislation relate to public reporting on the short form reports included within the Company’s Praspectus as well
as private reporting on the Company’s financial and working capital position along with related required work The taxation services relate to advice
regarding the restructuring of the employee based ownership of the Company and share option structure tn advance of the IPO The corporate
finance fees relate to advice provided to the Company in connection with the hsting process

The Group also capitalised £533 000 (2006 £158 000) of non-audit fees within goodwill relating to vanous acguisitions
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5 STAFF COSTS

Staff costs for the Group durning the year

Year ended Year ended

31 May 3 May

2007 2006

£'000 £000

Wages and salaries 67,894 49,075
Social secunty costs 6,750 4057
Other pension costs (note 31) 2,539 2 458
17,183 55,590

The average monthly number of people employed by the Group, induding a proportionate share of people employed by joint ventures 1s set out In
the table below

By business segment

Year ended Year ended
31 May 31 May
2007 2006
Number Number
Government Contracts 450 396
Installation Senvices 2,397 1,071
Specialist Support Services 194 114
3,041 1581

Key management compensation
Yeor ended Year ended
31 May 31 May
2007 2006
€000 €000
Salaries and short-term employee benefits 1,728 1,456
Post-employment benefits 817 216
Long term incentive plan 480 1,753
3,025 3425

Key management personnel compnse the Company s Board, details of whose remuneration are given the Remuneration Report

6 SHARE BASED PAYMENTS

The IPO Option Plan granted nil-cost options over the Companys Ordinary and Preferred Ordinary Shares to all Partners and certain former Partners
(at EPT discretion} Options were granted in February and March 2007 and became exerasable on lIsting Options would have lapsed on 31 July 2007
had hsting not been achieved

The total number of options outstanding at 31 May 2007 was 57,514,127 which were all exercised immediately pnor io listing on 7 June 2007

No further options will be 1ssued under the IPQ Option Plan A share based charge of £104 2 million ansing in respect of the fair value of these
opt:ons 1s recogmised in the Income Statement as an exceptional cost The listing price of £1 81 per share, set in a pricing meeting on 22 May 2007,
15 deemed to be the market value and therefore far value used in deterrining the exceptional cost

There was no cash cost to the Group as a resuit of these awards The Group expects to recewve a statutary corporation tax deduction in connection
with the charge and accordingly, a deferred tax asset of £30 @ million and corresponding increase in net assets has been recognised in the balance
sheet at 31 May 2007
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7 EXCEPTIONAL TEMS

Year ended Year ended

31 May 31 May

2007 2006

£'000 £ 000

Flotation expenses 4,051 626
Share based paymentis 104,225 -
Partnership bonus 7,155 10,700
Lang-term incentive plan 49 2,328
115,480 13 654

Flotation expenses
The Flotation expenses relate to expenditure 1ncurred in relation to the Company s listing on the London Stock Exchange which did not relate directly
to the rarsing of new equity and therefere could not be charged to the share premium account

Share based payments

Share based payments comprise the IFRS2 charge arising in respect of the fair value of share options granted to employees by the Company

eaga Partnership Trustee Limited and eaga Parinership Trustee Two Limited {“EPT ) dunng the year These awards reflect the 100% employee owned
nature of the business in the period prior ta IPO and were made salely n relation to successful admission of the Company’s shares 1o the London
Stock Exchange

There was no cash cost to the Group in respect of the IFRS2 charge for share based payments A credit of equal quantum was made to reserves
resulting i unchanged net assets

A statutory cerporation tax deduction of £30 8 million 15 expected to be received In the year to 31 May 2008 under Schedule 23 Finance Act 2003
in respect of the share options exerased at IPO This results in a deferred 1ax credit and an increase in the Group's net assets of £30 @ milien at
31 May 2007

Partnership bonus
Partnership bonus payments represent amounts due 1o employees by virtue of therr beneficial interest through £PT i the ownership of the Group
in the pened pricr to flotation

For periods after flotation any awards made in respect of that elernent of employee ownership reflected by EPTs residuzl shareholding in eaga plc
are expected to be made directly by EPT to employees To the extent that such awards are made through share based payment mechanisms, no
cash cost to the Group s expected to anse and any related IFRS2 charge and statutory corporation tax deductian are expected to be accounted for
n the same way as the IPQ related share based payments outlined above

Long-term incentive plan
A Directors’ long-term incentive plan expired during the year to 31 May 2006 No replacement scheme has been introduced and there 1s currently
no intention to re-introduce such a scheme

8 FINANCE INCOME

Year ended Year ended

31 May 31 May

2007 2006

£'000 £'000

Bank interest recevable 1.001 940
Interest on loans to joint ventures 52 10
Income from investments 173 94

1,226 1044
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Year ended Year ended
31 May 31 May
2007 2006
£ 000 £000
Interest payable on bank loans and overdrafts 605 76
Interest payable on hire purchase agreements 34 S6
Amortisation of deferred consideration 492 63
Other interest payable - 27
Share of joint venture interest payable 55 49
1,186 27
10 TAXATION
(a) Tax recognised in the Income statement
Yedar ended Year ended
3 May 31 May
2007 2008
£000 £'000
Current tax charge 6,293 2,289
Adjustment in respect of current tax of previous years (231) 163
Share of joint venture tax 21 (39)
6,083 2,413
Deferred tax relating to origination and reversal of temporary differences (31.431) 81
Adjustmeny in respect of deferred 1ax of previous years (413) {235)
Tax on (loss) /profit for the year (25,761) 2259

(b) Reconciliation of tax (credif) / charge

The effective tax rate for the year relating to continuing operations as a proportion of (lossyprofit before tax 15 29 5% (2006 34

with the standard rate of corporation tax in the United Kingdom of 30% (2006 30%) as follows

1%} This compares

Yeuar ended Year ended

31 May 31 May

2007 2006

£000 £'000

{Loss)/ profrit before taxation (87,387) 6,621
At United Kingdom tax rate of 30% (2006 30%) (26,216) 1,986
Ad;ustment in respect of previous years (644) (72)
Expenditure not allowahle for tax purposes 1,030 343
Deferred tax not provided 69 78
Tax losses - (76}
Tax on (loss}/ profit for the year (25,761) 2,259
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10 TAXATION (contnued)

(c) Deferred tax
The deferred tax assets/(lhabilities) included i the balance sheet are as follows

Share Decelerated Other
based capital Intangible temporary
payments allowagnces assets Dertvatives differences Total
£'000 £'000 £'000 £'000 £'000 €000
At 1 June 2005 - 349 {140) (118) 178 269
Credited /{charged) in
the income statement - (24) 50 (32) 160 154
Acqurred i business combination - - (130} - - (130
At 31 May 2006 - 325 (220} {150) 338 293
Credited /{charged) in
the Income statement 30,909 (93) 902 (14) 140 31,844
Acquired 1n a business combination - (23) (5,134) - - {5 157)
At 31 May 2007 30,909 209 {4,452) (164) 478 26,980

Deferred tax assets and habilities have been offset as there 15 a legally enforceable nght of offset and there 15 an intention to settle the balances net

The Group has the following unprovided deferred tax assets

3 May 31 May

2007 2006

£'000 £'000

Excess of depreciation aver capital allowances 8 41
Losses 240 534
Other temporary differences - 1
248 576

These deferred tax assets have not been provided for due 1o the uncertanty of generating sufficient taxable profits In the companies in which they arise

11 (LOSS) / EARNINGS PER SHARE

The following incorporates the impact of the bonus issue made 1o the Preferred Ordinary shareholders on 24 February 2007, and Ordinary
shareholders on & June 2007 in accordance with 1AS33 ‘Earnings per Share' further details of which are given in notes 25 and 35

Basic
Basic (loss)/earnings per share 55 calculated by dividing the (loss)/profit attrbutable to equity holders of the Company by the weighted average
number of Ordinary Shares in ssue during the year

2007 2006
{Loss)/ profit attributable 10 equity shareholders of the Company £(thousands) (61,715) 4,357
Weighted average number of Ordinary Shares in issue {thousands) 179,750 136,375
Basic (loss)/earnings per share (pence) (34 33) 319

Diluted
Diluted (loss)/ earnings per share 15 calculated by adjusting the weighted average number of Ordinary Shares outstanding to assume conversion of all
potentially diutive ordinary shares Potentially dilutive ordinary shares arise from any canversion of the Preferred Ordinary Shares inte Ordinary Shares

2007 2006
(Loss}/ profit attributable to equity shareholders of the Company £{thousands) {61,715) 4,357
Weighted average number of Ordinary Shares in ssue {thousands) 179,750 136,375
Adpustments for difutive effect of Preferred Ordinary Shares (thousands) (note 1) - 136
Weighted average number of Ordinary Shares for diluted earnings per share (thousands) 179,750 136 511
Diluted {loss)/earnings per share {pence) (34 33) 319

{) The adjustment for the dilutive effect of Preferred Ordinary Shares in the year ended 31 May 2007 has not been reflected in the calculation of the
diluted loss per share as the effect would be anti-dilutive
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11 (LOSS) / EARNINGS PER SHARE {continued)

Adjusted earnings per share
Adjusted earnings per share 15 stated excluding exceptional items and amortisation of intangible assets as follows

2007 2008
{Loss}/ profit attnbutable to equity shareholders of the Company £{thousands) {61,715) 4 357
- exceptional items {note 7) 115,480 13,654
- amortisation of intangible assets 3,245 228
— tax effect of above adjustments {34,959) {4 096)
Adjusted profit £{thousands) 22,051 14,143
Adjusted basic earmings per share
Weighted average number of Ordinary Shares in 1ssue (thousands) 179,750 136,375
Adjusted basic earnings per share (pence) 12 27 10 37
Adjusted diluted earnings per share
Werghted average number of Qrdinary Shares in 1ssue (thousands) 230,190 136,513
Adjusted diluted earnings per share {pence) 958 10 36
12 GOODWILL

31 May 31 May

2007 2006

£000 £000
Cost
As at 1 June 2006 7.516 2414
Acquisihons (note 30} 31,047 5102
Additional interest in joint venture (note 30} 256 -
Reassessment of consideration payable (note 30) (414) -
As at 31 May 2007 38,405 7,516
Impairment
As at 1 June 2006 and 31 May 2007 350 350
Net book value
As at 31 May 2007 38,055 7,166
As at 31 May 2006 7,166 2064

Goodwill acquired through acguisitions has been aliocated to individual cash generating units { CGUs”) for impairment testing These are
independent sources of iIncome streams and represent the lowest level within the Group at which the assocrated goodwill 1s monitered for
management purposes The carrying value of goodwill by CGUs is as follows

31 May 31 May

2007 2006

€000 £000

Mico Group Limited 1,768 1768
Everwarm Group Limited 4,472 4,886
APA {Asset Protection Admirustration} Limited 216 216
White Horse F M Group Limited 26,709 -
} D Heating Limited 3,379 -
Integrated Energy Systems Limited 808 -
eaga Renewables Lirruted (formerly Zen eaga Solar Limited) 256 -
QOther 447 296

38,055 7,166
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12 GOODWILL (continued)

The recoverable amoun of goodwill has been determined based on a vatue In use calculated for each CGU using estimated future cash flows from
management internal forecasts of future trading performance for the next three years For the purpose of the impairment reviews the pre tax discount
rate used was 12 per cent and no growth was assumed in perpetuity As a result of this review management has concluded that the recoverable
amount on a value in use basts of the CGUs 1s greater than the remaining net book value of goodwill and consequently no tmparment 1s required

The calculation of value in use 15 most sensitive to changes in the forecast cash flows and the discount rate used

The Durectors constder the cash flow forecasts to be realistically achuevable and have therefore not presented any sensitivity analysis

13 INTANGIBLE ASSETS

Software Customer
Patents cosls conhacts Total
£000 £'000 £000 £000
Cost
As at 1 June 2006 100 1474 902 2,476
Additions i0 437 - 447
Acquisiiions {note 30) - - 17 114 17,114
As at 31 May 2007 110 1,91 18,016 20037
Amaortisation
As at 1 June 2006 - 869 224 1093
Charge for the year 10 210 3,025 3245
As at 31 May 2007 10 1079 3249 4,338
Net book value
As at 31 May 2007 100 832 14,767 15,699
As at 31 May 2006 100 605 678 1,383
Software Customer
Patents costs contracts Total
£000 £'000 £'000 £000

Cost
As at 1 June 2005 - 866 569 1435
Additions - 608 - 608
Acgquisiions 100 - 333 433
As at 31 May 2006 100 1474 902 2476
Amortisation
As at 1 June 2005 - 821 44 865
Charge for the year - 48 180 228
As at 31 May 2006 - 869 224 1093
Net book value
As at 31 May 2006 100 605 678 1,383
As at 31 May 2005 - 45 525 570

All software has been externally acquired

Customer contracts are separately 1dentifiable intangible assets which have been valued using discounted cashflow techniques, in refation to certain
acquisitions made by the Group
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14 PROPERTY, PLANT AND EQUIPMENT

Long
leasehold Alterations Fixtures
land and to leasehold and Mofor
buitdings propetiy fittings Equipment vehicles Total
£'000 £'000 £000 €000 £000 £000
Cost
As at 1 June 2006 666 803 B66 6810 1534 10679
Additigns 2,141 479 941 3,890 591 8,042
Acguisitions {note 30} - 3 7 416 13 539
Disposals - (648) (27) (445) (229) {765)
As at 31 May 2007 2,807 1,221 1,787 10,671 2,009 18,495
Depreciation
As at 1 June 2006 2 305 629 4,229 229 5,394
Charge for the year - 159 194 1,631 369 2,353
Disposals - (17) (12} (182) (124) (335)
As at 31 May 2007 2 a47 811 5,678 474 7,412
Net book value
As at 31 May 2007 2,805 774 976 4,993 1,535 11,083
As at 31 May 2006 664 498 237 2,581 1305 5,285
Long
leasehold Alterations Fhdures
land and to leasehold and Motor
buldings property fittings Equipment vehicles Total
£000 £000 £000 £000 £'000 £000
Cost
As at 1 June 2005 463 634 1,194 5 909 1,113 9313
Additions 203 154 108 2,019 394 2,878
Acquisitions - 15 33 166 98 312
Disposals - - (469) (1 284) 71 (1,824)
As at 31 May 2006 666 803 866 6,810 1534 10,679
Depreciation
As at 1 June 2005 - 161 920 4494 13 5,588
Charge for the year 2 144 146 996 257 1,545
Disposals - - (437) (1,261) 4%) (1,739)
As at 31 May 2006 pA 305 629 4229 229 5,394
Net book value
As a1 31 May 2006 664 498 237 2,581 1,305 5285
As a1 31 May 2005 463 473 274 1,415 1,100 3725

The net book value of praperty plant and equipment includes £538,000 (31 May 2006 £815,000) in respect of motor vehicles held under hire
purchase contracts
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15 AVAILABLE FOR SALE FINANCIAL ASSETS

31 May 31 May I
2007 2006
£'000 £'000

Avalable for sale financial assets - 60

The available for sale financial asset as at 31 May 2006 comprised 2 managed portfolio bond which was disposed of 1n the year ended 31 May 2007

16 INVESTMENTS IN JOINT VENTURES

The Groups joint ventures, which are proporticnately consol:dated are as follows

® Year to 31 May 2007 - N E ST Makers Limited and WarmSure Limited

* Year to 31 May 2006 - N ES T Makers Limited and eaga Renewables Limited

The ameounts proportionately consohdated 1n the Group income siatement and balance sheet are summansed below

Income statement

Year ended Year ended |
31 May 31 May
2007 2006
£1000 £000 |
Revenue 5,492 142
Cost of sales (425) (112)
Admunistration expenses (4,991) (112)
Finance income 8 -
Finance expense (55} (50
Profitfloss) before tax 29 (132)
Tax expense (21) 39
Profit/{loss} for the year - (93)
Revenue includes £1,901,000 (31 May 2006 £Nil) of intergroup sales in the period
Balance sheet
31 May 31 May
2007 2006
£'000 £'000
Assets
Non-current assets 154 -
Cash and cash equivalents 349 47
Other current assets 945 145
1,448 192
Liabilities
Other non-current habilities (432) (401) ‘
Other current liabiities (1,085) {168} !
(1,517) {569)
Net habilities (69) (377 ‘

The Group’s proportionate interest in joint ventures' capital commitments and contingent habilities was £Mil (31 May 2006 £NIl)
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31 May 31 May
2007 2006
£'000 £'000
Raw materals and consumables 2,020 1,405
Work In progress 1,989 2,141
Firished goods 470 167
4,479 3713
There have been no reversals of previous inventory wnite-offs 1n either peniod
18 TRADE AND OTHER RECEIVABLES
31 May 31 May
2007 2006
£'000 £000
Trade recervables 38,329 29743
Less provision for impairment of recervables (725} (336}
Trade recevables — net 37,604 29,407
Amounts cwed by related parties 682 548
Prepayments and accrued income 9,790 2,317
Other recewables 4,325 6323
Called up share capital not paid - 1
52,401 38 596

Trade and other recewvables are non interest bearng The Group has some concentration of credit nisk with blue chip companies and certain

government departments

The carrying vaiue of trade and other recevables 15 stated after @ provision for impairment of recervables has been made The prowvision has been

estimated by Group management based upon their assessment of the current economic environment

The Directors consider that the carrying value of trade and other recewvables approximates to therr farr value

The called up share capital not paid as at 31 May 2006 was held by eaga Partnership Trustee Limited and eaga Parthership Trustee Two Limited

19 DERIVATIVE FINANCIAL INSTRUMENTS

31 May 31 May

2007 2006

£'000 £'000

Derivative contract 548 500

The dervauve contract comprises a ¢contract in one of the Group companies that generates revenue based on the value of a third party loan book

The dervative 15 held at farr value which has been calculated based on discounted future forecast cash flows of revenue recevable

20 CURRENT ASSET INVESTMENTS

31 May 31 May

2007 2006

£000 £000

Current asset investments 4,632 1,375

Current asset investments compnse specific cash balances held in relaton 1o the Group s self insurance actvities which have not yet been remitted to
other companies within the Group and have therefore been excluded from cash in the Group's balance sheet and cash flow staternent
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21 CASH AND CASH EQUIVALENTS

31 May 31 May
2007 2006
£'000 £000
Cash at bank and m hand 6,776 18,147
Cash at bank 1s held at floating interest rates hinked to UK Bank Base Rate
The following table provides a reconcihation to cash and cash equivalents included in the conselidated cash flow statement
31 May 31 May
2007 2006
£000 £'000
Cash at bank and in hand 6,776 18147
Bank overdrafts (note 23} (1.244) (2,087)
5,532 16,060
22 TRADE AND OTHER PAYABLES
31 May 31 May
2007 2004
£'000 £'000
Current trade and other payables
Trade payables 42,645 29 497
Taxes and soual secunty excluding current tax 3,179 5,532
Amounts owed to related parties 932 52
Accruals and deferred income 33,043 17,763
Other payables 5,260 2675
Deferred consideration (note 30} 10,864 475
95,923 55,964
Non-current trade and cther payables
Deferred consideration {note 30) 2,005 -
Other payables 432 401
2,437 40

Deferred consideration has been discounted based on the expected settlement dates The Directors consider that the carrying value of the current
trade and other payables approximates to fair value as a resuit of the short matunty period of the amounts as at the balance sheet date The non-
current other payables are unsecured and non-interest bearng The Directors consider that the carrying value of these payables approximates to far
value as they are carred at their discounted present value of expected future cash flows using the effective interest rate method
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31 May 3 Moy
2007 2006
£ 000 £000
Bank overdrafts {note 21) 1,244 2,087
Bank lpans - 330
Hire purchase obligations 330 508
Property loan 248 258
Cumulative redeemable preference shares 109 113
1,931 3,296
The borrowings are repayable as follows
31 May 31 May
2007 2006
£000 £'000
©Cn demand or wrthin one year {shown under current habilities)
Bank overdrafts 1,244 2 087
Bark loans - 45
Hire purchase obligatians 250 348
Property loan 22 23
Cumulaiive redeemable preference shares 108 113
1,625 2616
In the second to fifth years
Bank loans - 285
Hire purchase obligations 80 160
Property loan B7 90
167 535
Due after more than five years
Property loan 139 145
139 145
Total berrowings 1,931 3,296
Less Amount due for settlernent within one year (shown under current liabilities) {1,625} (2616)
Amount due for settlement after one year 306 680

The creditors falling due after more than one year comprise bank loans, finance lease obligations and the property loan The Directors consider that

the carrying amounts of the Group's borrgwings approximate to their fair value

Bank overdraft

The bank overdraft i1s unsecured, with a floating interest rate inked to UK Bank Base Rate The Directors consider that the carrying value of the bank
overdraft 15 approximate to fairr value as the interest rate on the bank overdraft s inked to UK Bank Base Rate

Bank loans

At 31 May 2007 the Company has a commutted term loan facility with Barclays plc The total faclity of £35,000,000 (31 May 2006 £3,000 000

with HSBC plc) has a commitment date three years from the agreement date of 1 December 2006

The bank loans are held at a floating interest rate, finked to UK Bank Base Rate The Directors consider that the carrying value of the bank loans is

approximate to fair value as the interest rate on the bank loans are inked to UK Bank Base Rate
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23 LOANS AND BORROWINGS (continued)

Hire purchase obligations
Present value

of minimum
Minimum lease
lease payments payments
31 May 31 May 31 May 31 May
2007 2006 2007 2006
£'000 £000 £'000 £000
Amounts payable under hire purchase agreements
wWithin one year 291 392 250 348
In the second year to Hifth years inclusve 92 185 80 160
383 577 330 508
Less future finance charges (53) (69) - -
Present value of hure purchase obligations 330 508 330 508
Less amount due for settlement within
one year (shown under current llabihties) {250) (348) (250} (348)
Amount due for settlement after one year 80 160 20 160

The hire purchase obligations are secured against the related assets

Property loan

The property ioan relates to a bulding held in Canada The loan 15 secured on the property to which it relates The loan term 15 25 years, 15
derorminated in Canadian Dollars and 1s held at floating interest rates based on posted residential rates in Canada The loan 1s on a fixed
repayment basis ard no arrangements have been entered inta for contingent rental payments

Cumulative redeemable preference shares

The cumulative redeemable preference shares are held in Hameworks Services Inc (a Canadian subsidiary) and entitle the holder to recewe a
cumulative preferential dividend at the rate of 3 per cent on the paid up capital and the nght to a return of capital at either winding up or a
repayment of capital The cumulative redeemable preference shares do not entitle the holder to any other partiopation in the profits or assets
of Homewarks Serwice Inc and are redeemable on demand These shares have no voting nghts

The total number of authonsed cumulative redeemable preference shares is 2,500 (31 May 2006 2 500} of which 2,500 {31 May 2006 2 500}
were allotted and fully paid at the balance sheet date

Total borrowing facilities
The undrawn committed facilities and matunty profiles avalable to the Group at the balance sheet date are as follows

31 May 31 Moy

2007 2006

£'000 £'000

Within one year 320 -
In two to five years 35,000 3,000
35,320 3,000

Financial nsk management policy

The Group’s operations expose it 1o a vanely of financal nsks that include the effects of changes in debt market prices, credit nsk, higuidity nsk and
interest rate nsk The Group has In place a nisk manazgement programme that seeks to lmit the adverse effects of the following types of financial nsk
on the financial performance of the Group by manitoning levels of borrewings and the related finance costs

in order to ensure stability of cash out flows and hence manage interest rate nsk, the Group has a policy of using @ mixture of floating and fixed
rate debt Further to this the Group seeks to minimise the nsk of uncertain funding in sts operations by borrowing within a spread of maturity
peniods The Group does not use denvative financial instruments to manage interest rate costs and as such no hedge accounting 15 apphed




23 LOANS AND BORROWINGS (continued)

Pnce nsk

The Group 1s exposed to commodity prece risk as a result of 1ts operations as movements in certain commodity prices ¢an impact the cost of matenals
purchased by the Group However gwven the size of the Group’s operations, the costs of managing exposure to commedity price nisk are considered
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10 exteed any potential benefits The Directors will revisit the appropriateness of this policy should the Groups operations change in size or nature
The Group has no exposure to equity securities price sk as it holds no listed or other equity nvestments

Credit nsk

The Group has implemented policies that require approprrate credit checks on potential customers before sales are made Where borrowings are

utihsed ths 1s subject to pre-approval by the Board and such approval is limsted to financial institutions with an AA rating or better

biquichity nsk

The Group actively maintains a mixture of short, medium and long-term debt finance that 1s designed to ensure the Group has sufficient available

funds for operations and planned expansicns

Interest rate nsk

The Group has both interest bearing assets and interest beanng habulities Interest bearing assets include only cash balances and current asset

investments, which earn interest at a {loating rate of interest linked to LIBOR The Group maintains its debt at a floating rate of inierest due to the
low geanng ratio of the Group, other than the hire purchase obligatons and redeemable preference shares that are held at a fixed rate of interest
The following table summarises the Groups borrowings between fixed and floating rate horrowings

31 May 31 May
2007 2006
£'000 £000
Floating rate borrowings
Bank overdrafis 1,244 2,087
Bank loans - 330
Praperty loan 248 258
1,492 2,675
Fixed rate borrowings
Hire purchase abligations 330 508
Cumulative redeemable preference shares 109 113
439 621
Total borrowings 1,931 3,296
24 PROVISIONS FOR OTHER LIABILITIES AND CHARGES
Dilapfdations Other
provision provision Total
£000 £'000 £000
As at 1 June 2005 358 350 708
Released to income statement duning the pnor year (16) (350) (366)
As at 31 May 2006 and 31 May 2007 342 - 342

The dilapidations provision held by the Group as at 31 May 2007 s held to cover dilapidations on leased properties and 1s expected 10 be fully

util:sed wathin two years

Other provisions related to amounts in respect of potential exposures ansing from legal and coniractual claims, these did not crystallise in the year
ended 31 May 2006 and the Directors considered 1t appropniate to release the amouns prowded
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25 SHARE CAPITAL

31 May 31 May
2007 2006
£'000 £000
Authorised equity share capital
40,001 (31 May 2006 40,000) Ordinary Shares of £0 001 each - -
52 959,999 (31 May 2006 970,000) Preferred Ordinary Shares of £0 001 each 53 1
Autherised equity share capital 53 1
Allotted and called up equity share capital
40,001 {31 May 2006 36,800} Ordinary Shares of £0 001 each - -
50 440,000 (31 May 2006 970 000} Preferred Qrdinary Shares of £0 001 each 50 1
Allotted and called up equity share capital 50 1

On 9 June 2006 2,380 Ordinary Shares of £0 001 were issued at £25 to vanous employees of the Company
On 19 july 2006 380 Ordinary Shares of £0 001 were issued at £25 to various employees of the Company

On 24 February 2007 the authonsed Ordinary Share capital of 40,000 Ordinary Shares of £0 001 each was increased by 1 $hare of £0 00t On the
same date eaga Partnership Trustee Limited and eaga Partnership Trustee Two Limited subscnbed for an additional 441 Ordinary Shares at nominal value

On 24 February 2007 the authorised Preferred Qrdinary Share capital of 970 000 Preferred Ordinary Shares of £0 001 each was increased by
51,989,999 Shares of £0 001 each On the same date a bonus 1ssue was made on the Preferred Ordinary Shares on the basis of the issue of 51
new Preferred Qrdinary Shares for each exwsting issued Preferred Ordinary Share The new Preferred Ordinary Shares have the same nights attaching
to them as the oniginal Preferred Ordinary Shares save that the voting nights are diluted by a factor of 51

Except as disclosed below, the Preferred Ordinary Shares and Ordinary Shares shall rank par passu in all respects

The holders of the Preferred Ordinary Shares have no nght to share in the profits of the Company available for distribution unul the halders of the
Ordinary Shares have recewved aggregate dividends of £10,000 per Share, whereafter the holders of the Preferred Ordinary Shares shall have the nght
to a dvidend of £0 01 per Share for every £100 per Share paid to the holders of the Ordinary Shares

The holders of the Preferred Ordinary Shares are entitled 10 one vote in a poll for every forty Preferred Crdinary Shares held The holders of 1he
Ordinary Shares are entrtled to one vote in a poll for every Ordinary Share held

The caprtal value attnbutable to the Preferred Ordinary Shares was set by reference to a fixed sum at 31 May 2006 of £89 5 mulion increased
cumulatively by 5 per cent per annum

The following s a reconciliation of the authonsed and issued share capital at the start and end of the financial year

Authorised

Authonsed  Alloted Ordinary Preferred  Allofted Prefenrad

Ordinary Shares Shares  Ordinary Shares  Ordinary Shares

at £0 001 each  af 80001 esch @ 80001 each  af £0 001 each

At 1 June 2006 40,000 36,800 970,000 970 000
Ordinary Shares allotted on 9 June 2006 - 2,380 - -
Ordinary Shares allotted on 19 July 2006 - 380 - -
Increase in aythonsed share capital on 24 February 2007 1 - 51,989,999 -
Ordinary Shares allotted on 24 February 2007 - 441 - -
Bonus issue of Preferred Ordinary Shares on 24 February 2007 - - - 49,470 000
At 31 May 2007 40,001 40,001 52,959,999 50,440,000

Further details of movements in share capital since the year end can be found in note 35 Post Balance Sheet Events
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26 CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
Aftributable to

the equity

hotders
Share Other Retained of the Minorlty Total
caphal reserves eamnings Company Interest equity
£000 £'000 2000 E'000 £'000 £000
As at 1 June 2005 1 3 559 7,989 11,549 58 11,607
Profit for the year - - 4,357 4,357 5 4,362
Net loss recognised directly in equity - (143) - (143) - (143)
lssue of share capital - 170 - 170 - 170
At 31 May 2006 1 3,586 12 348 15,933 63 15,996
Loss for the year - - (61715) (61,715) 89 (61,626)
Shared based payments {note 6) - - 104,225 104,225 - 104,225
Bonus 1ssue of shares 49 {49) - - - -

Dindends paid to minority shareholders

of subsidiary - - - - (15} {15)
Acquisition of minority interests (note 30) - - - - (25) (29)
Currency translation differences - 42 - 42 - 42
Issue of share capial - 69 - 69 - 69
At 31 May 2007 50 3,648 54,856 58,554 112 58,666

Share capital represents the nominal value of the Company s 1ssued share capita

The total equity avalable for distnbution to the equity holders of the Company 15 £54,856,000 (2006 £12 346,000}

27 OTHER RESERVES

Share Capital
premium redemption Trarslation
account reserve reserve Total
€ 000 £ 000 £'000 £000
As at 1 June 2005 - 3 600 (41} 3,559
Currency translation differences - - {143} (143)
Issue of share capital 170 - - 170
As at 31 May 2006 170 3 600 (184} 3,586
Bonus issue of shares (49 - - (49
Currency translation differences - - 42 42
Issue of share capital 69 - - 69
As at 31 May 2007 190 3,600 (142) 3,648

The share premium account represents the amount received on the ssue of shares in excess of the nominal value
The capital redemption reserve represents a resesve aredited upon the redemption of the Company's own shares in order to mamtain the Company’s reserves

The translation reserve represents cumulative foreign exchange differences on the retranstation of the net assets of foreign subsidianies
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28 FINANCIAL COMMITMENTS

The Group leases vanous properties comprnising offices and warehouses and other items such as vehicles under non-cancellable operating lease

agreements The tota! future mimmum lease payments under non-cancellable cperating leases are as follows

Land Vehicles, plant
and buldings and equipment
31 May 3) May 31 May 31 May
2007 2006 2007 2006
£'000 £ 000 £000 £'000

Within one year 1,923 1642 1,923 1,250
In the second to fifth years inclusive 6,258 5086 3,212 1,950
After five years 6,627 6,747 7 a0

14,808 13475 5,142 3240
29, CAPITAL COMMITMENTS AND CONTINGENT LIABILITIES
The Group had no capital commitments or centingent habilities as at 31 May 2007 or 31 May 2006
30 BUSINESS COMBINATIONS
The following table summarises the cash outflow as a result of the acquisitions during the year to 31 May 2007
Acquistion of White Horse F M Group Limited (25,956)
White Horse F M Group Limited net overdraft acquired {768)
Acquisition of ) D Heating Limited {4,923)
1 D Heating Limited cash acquired 634
Acquisition of Ark Solar Products Limited (134}
Ark Solar Products Limited net overdraft acquired {68)
Acquisition of integrated Energy Systems Limited 611)
Integrated Energy Systems Limted cash acquired 39
Acquisition of eaga Renewables Limited {125
eaga Renewables Limited cash acquired 28
Adjustment to cash consideration on acquisition of Everwarm Group Limited 314
Other acquisitions (23)

{31,093}




30 BUSINESS COMBINATIONS (continued)
White Horse FM Group Limited
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On 4 December 2006, the Group acquired 100 per cent of the issued share capital of White Harse FM Group Limited a company registered in

Northern Ireland The mitial consideration paid was £25,956,000 including acquisiion expenses of £781,000
of up to £12,000 000 This comprises £2,000,000 payable i2 months from the date of acquisition, up to £8

There 15 further consideration payable
000,000 payable within 12 months

depending on post acquisition results of White Horse FM Group Limited, and £2,000,000 payable within 24 months depending on certain

performance critena

The White Horse FM Group Limited installs and services domestic central heating systems in Northern Ireland
The acquisitten returned a profit of £2,532 000 in the period from 4 December 2006 to 31 May 2007 which

England and The Repubiic of Ireland
had the effect of lowenng the Group’s

operating loss after exceptional tems If the acquisition had been completed on 1 June 2006 Group sales for the year to 31 May 2007 would have

been £496 594 000 and Group operatng loss after exceptional items would have been £88,352,000

As at the date of acquisition, the consohdated net assets of the White Horse FM Group Limited and its subsidiary undertakings determined using

the Group's accounting poliaes were as follows

Book Fair value Fair
value adustments value
£000 £000 £000

Goodwill 3,281 {3 281) -
Intangible assets - 14,407 14,407
Property plant and eguipment 384 - 384
Inventaries 256 - 256
Trade and other recevables 6,240 - 6,240
Cash and cash equivalents {768) - {768)
Trade and other payables (6,044) 87) (6131)
Deferred 1axauon (6) (4 322) (4,328)
3,343 6,717 10,060
Goodwill 26,709
Cash consideration 25,175
Acquisition expenses 781
Deferred consideration 1,888
Further consideration 1,643
Additional consideration 7282
36,769

intangible assets identfied on acquisibion represents the Directors' estimate of the value of contractual customer relationships at acquisition
The value of the contractual customer relationships was derived using a discounted cash flow analysis based on the forecast profitability of

the relationships using a discount rate of 7 8%

A related deferred tax liability of £4,322,000 has been recognised 1n association with the valuation of contractual relationships

The fair value adjustment of £87 000 relates to the creation of a holiday pay accrual not previously recognised

Goodwill arose on the acquisition of White Horse FM Group Limited because of future growth opportunies,

added value to the Group in respect

of non contractual customer relationships, an assembled workforce and antiaipated synergees for which the recogrition of discrete intangible

assets 15 not permitted

In the above acquisition the fair values represent the Directors’ current estimates of the net assets acquired In accordance with IFRS3, the values

attributed may be revised as further information becomes avaiiable
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30 BUSINESS COMBINATIONS {continued)
JD Heahing Limited

On 21 December 2006 the Group acquired 100 per cent of the issued share capital of D Heating Limited, a company registered 1n England
The intial consideration paid was £4 923 000 including acquisition expenses of £123 D00 There 1s further consideration payable of up to
£1 200 000 payable 12 months from the date of acguisition depending on post acquisition results of JD Heating Limited

JD Heating Limnited installs and services domestic central heating systems in England

The acquisibon returned a profit of £319 000 in the period from 21 December 2006 to 31 May 2007 which had the effect of lowenng the Group’s
operating loss after exceptional items If the acquisition had been completed on 1 June 2006, Group sales for the year to 31 May 2007 would have
been £489 265 000 and Group operating loss after exceptional items would have been £86,880,000

As at the date of acquisition the net assets of JD Heating Limited determined using the Group s accounting pohicies were as follows

Book Fair value Falr
value adjustments volue
£'000 £000 £000

Goodwil! 27 27 -
Intangtble assets - 2,707 2707
Praperty, plant and equipment 50 - 50
Inventones 20 - 20
Trade and other recewables 1,686 - 1686
Cash and cash equivalents 634 - 634
Trade and other payables (1,657) - (1657)
Deferred taxation (2) (812) (814)
758 1,868 2,626

Goodwill 3,379
Cash constderation 4,800
Acquisition expenses 123
Futher consideration 1,082
6,005

Intangible assets identified on acquisiion represents the Directors estimate of the value of contractual customer relationships at acquisition
The value of the contractual customer relationships was derived using a discounted cash flow analysis based an the forecast profriability of
the relationships using a discount rate of 9 5%

A related deferred tax hability of £812 000 has been recognised in asscaation with the valuation of contractual relationships

Goodwill arose on the acquisition of J© Heatng Lirmted because of future growth opportunities, added value to the Group in respect of non
contractual customer relationships, an assembled workforce and anticipated synergies for which the recognition of discrete Intangible assets
15 not permiited

In the above acquisiion, the fair values represent the Directors’ current estimates of the assets acquired In accordance with IFRS3, the values
attributed rmay be revised as further information becomes avallable
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30 BUSINESS COMBINATIONS [continued)
Integrated Energy Systems Limited

On 26 January 2007 the Group acquired 100 per cent of the issued capital of Integrated Energy Systems Limited, a company registered in Canada
The initial consideration paid was CAN$1 051 000 including acquisition expenses of CAN$312,000 There s further consideration payable of up
to CANS1T 673,000 payable within 5 years This compnises CAN$923,000 payable n three equal instalments over the next 3 years and up to
CAN$750 000 depending on post acquisition resulis of Integrated Energy Systems Limited

integrated Energy Systems Limited installs insulation and other energy efficiency measures in Canada

The acquisition returned a profit of £14,000 1n the period from 26 January 2006 to 31 May 2007 which had the effect of reducing the Groups
operating loss after exceptional items If the acquisition had been completed on 1 June 2006, Group sales far the year to 31 May 2007 would have
been £483,620,000 and Group cperating loss after exceptional iterms would have been £87,387,000

As at the date of acquisttion the net assets of Intergrated Energy Systems Limited determined using the Group s accounting policies were as follows

Book Fair value Falr

value adjustments value

£'000 £000 £000

Property plant and equipment 101 - 101
Inventories 148 - 148
Trade and other recevables 294 - 294
Cash and cash eqguivalepts 39 - 39
Trade and other payables (279) - (279)
Loans and borrowings (65) - (&5)
238 - 238

Goodwill 208
Cash consideration 471
Acquisition expenses 140
Deferred consideration 435
1,046

Goodwill arose on the acquisition of Integrated Energy Systems Limited because of future growth opportunities added value to the Group In respect
of non contractual customer relationships, an assembled workforce and anticipated synergies for which the recognition of discrete intangible assets 1s
not permitted

In the above acquisition the fair values represent the Directors current estimates of the assets acquired In accordance with IFRS3 the values
atirbuted may be rewised as further information becomes availlable
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30 BUSINESS COMBINATIONS [continued)

Ark Solar Progucts Limited

On 31 january 2007 the Group acgquired 100 per cent of the ssued share capiat of Ark Solar Produtts Limited, a cornpany registered in Canada The
initial considerasion paid was CAN$ 284,000 including acquisition expenses of CAN$S42 000 There 1s further consideration payable of
CAN$100,000 payable within ope year

Ark Solar Products Limited installs insulation and other energy efficiency measures in Canada

The acquisition returned a loss of £24,000 i the penod from 31 January 2007 to 31 May 2007 which had the effect of increasing the Group’s
operating loss after exceptional items If the acquisiion had been completed on 1 June 2006 Group sales for the year t0 31 May 2007 would have
been £482 965,000 and Group operating loss after exceptional items would have been £87,347 000

As at the date of acquisition the net assets of Ark Solar Products Limited determined using the Group's accounting policies were as follows

Book Fair value Fawr

value adjustments value

£'000 £°000 £'000

Property plant and equipment 3 - 3
Inventories 143 - 143
Trade and other recevables 56 - 56
Cash and cash equivalents (68} - (68)
Trade and other payables (98) - {98}
36 - 36

Goodwill 145
Cash consideration 114
AcquIsition expenses 20
Delerred consideration 47
181

Goodwill arose on the acquisition of Ark Solar Products Limited because of future growth opportunities added value to the Group in respect of
non contractual customer relationships, an assembled workforce and anticpated synergies for which the recognition of discrete intangible assets
15 not permitted

In the above acquisition, the fair values represent the Directors’ cusrent estimates of the assets acquired In accordance wath IFRS3  the values
attnbuted may be revised as further infermation becomes avalable
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30 BUSINESS COMBINATIONS (continued)

eaga Renewables Limited (formerly Zen eaga Solar Limited)
On 1 June 2006 the Group acquired the remaining 50% of the issued share capital of eaga Renewables Limited a company registered tn England
eaga Renewables Lrmited installs thermal energy water heating systems

The acquisiion returned a loss of £40 000 in the period from 1 June 2006 to 31 May 2007 wiich had the effect of increasing the Groups operating
loss after exceptional items

As at the date of acquisition the consolidated net liabilties of eaga Renewables Limited, determined using the Group's accounting policies
were as follows

Book Fair value Fair

value adjustment value

£1000 £1000 £'000

Property, plant and equipment 1 - 1
Inventones 41 ~ 41
Trade and other recevables 181 - 181
Cash and cash equivalents 57 - 57
Trade and other payables {542} - (542)
(262) - (262)

Net habilsties already held 131
(131}

Goodwill 256
Cash consideration 125

Goodwill arose on the acquisition of eaga Renewables Limited because of future growth opportunities added vatue to the Group in respect of non
contractual customer relationships, and &n assembled workforce and anticipated synergies for which the recogn:tion of discrete intangible assets 1s
not permitted

Other acquisthons
During the period the Graup acquired the remaining 30% of the share capital of Eaglebrook Limited, the cost of the acquisition was £15,000 and
generated £6,000 of goodwill on consolidation of Eaglebrook Limited and its subsidiary company, Debind International (UK) Limited

During the period, the Group acquired a further 20% of the share capital of Nationbrook Limited the cost of the acquisition was £8,000 and
generated negative goodwill of £6,000 on consohdation of Nationbrook Limited and s subsidiary company, eaga Energy india Private Limited
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30 BUSINESS COMBINATIONS (confinued)

The following table summanes the cash outflow as a result of the acquisitions dunng the year to 31 May 2006

Purchase of Everwarm Group Limited (6,066)
Cash acquired with Everwarm Group Limited 534
Acquisition of APA (Asset Protection Admrmistrauon) Limitect (255)
Cash acquired with APA (Asset Protection Administration) Limited 210

(5577

Everwarm Group Limited
On 26 May 2006 the Group acquired 100 per cent of the 1ssued share capital of Everwarm Group Limited for £6 066 000

In the current year, under the terms of the sale and purchase agreement the Group were repaid £814 000 by the vendor in the finalisation of
consideration

Following the Group s flotation on the London Stock Exchange on 7 June 2007, contingent consideration of £400 000 became due to the vendors,
and 1s fully recogrused in the balance sheet as at 31 May 2007 within other payables

The goodwill recognised on the acquisition of Everwarm Group Limited has been reduced by £414,000 n the year to £4,472,000 as a resuli of the
above adjustments to consideration

APA (Asset Protection Administration) Limited

On 8 Novemnber 2005, eaga Insurance Services Limited acquired 100 per cent of the 1ssued share capital of APA (Asset Protection Administration)
Limited for £255 600

31 RETIREMENT BENEFITS

The Group operates a rurmber of defined coniribution pension schemes The assets of the schemes are held separately from those of the Group
in independently administered funds managed by third parties The pension cost charged to the mcome statement represents contrbutions payable
by the Group to the funds and amounted to £2,539,000 (31 May 2006 £2,458,000)

32 RELATED PARTY TRANSACTIONS

Identity of related parties
The Group has related party relationships with its shareholders including the EPT’, subsicharies, joint ventures and with key management
No related party relationships with close family members of the Group’s key management existed in the current or prior years

During the year to 31 May 2007 the Group purchased services with an aggregate value of £13 345 (31 May 2006 £12,000) from Siratagem
(NI Limited a company in which Mr Quintin Oliver, Non-Executive Director of the Company, 15 a shareholder At 31 May 2007 the balance owed to
Stratagem (NI} Limited by eaga pic was £1,469 {31 May 2006 £3 525)

Subsidianes and joint ventures

Transactions entered into by the Company with subsidiaries and between subsidiaries as well as the resuliant balances of receivables and payables
are eliminated on consolidation and are not required to be disclosed Simlarly, the Group’s share of transactions entered into by the Company and
its subsidiaries with joint ventures and the Group's share of the resuitant balances of recewvables and payables are ehminated on consohidation

Transactions and balances with joint ventures before consohdation ehminations were as follows

31 May 3N May
2007 2006
£'000 £ 000
Sales of goods and services
- to joint ventures - -
Purchases of goods and services
- from joint ventures 1,901 70
Receivables
- due {rom joint ventures 1,364 1,096
Payables

- due to joint ventures 1,864 104
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33 ULTBVIATE CONTROLLING PARTY

The majonity of the shares and voting nghts in the Company and therefore control of eaga plc are held in trust for the Partners of the Group by eaga
Partnership Trustee Limited and eaga Partnership Trustee Two Lirmited

34 SUBSIDIARIES AND JOINT VENTURES

The main unguoted investments held by eaga pic as at 31 May 2007 are as follows
Perceniage of
ordinary shares

attributabile Yo

Subsidiaries Principal activity to eaga pic end
15t Insulation Pariners Limited Sales of insulation matenals 100% 31 May
Advanced Total Energy Care Limited Energy efficiency services and advice 100% 31 May
Ark Solar Products Limited (*) Energy effioency services 100% 31 May
Debind International (UK) Limited IT consulting 100% 31 May
Eaga Energy India Private Limited (*} IT consulting 90% 31 March
eaga Insurance Services Limited Administration and claims settlements 85% 31 May
eaga Renewables Limited Installation of thermal energy water

heating systems 100% 31 May
eaga Social Housing Services Limited (*) Energy efficiency services 100% 31 May
Everwarm Seswices Limited (*) Energy efficency services 100% 31 May
Heat, Energy and Associated Technology Limited (*) Energy efficiency services 100% 31 May
Homeworks Services Inc (*) Energy efficiency services 100% 31 May
lguana Services Limited Energy efficency services 100% 31 May
Insu-Build Direct Limited (*) Energy efficency services 100% 3% May
Integrated Energy Systems Limited {*) Energy efficency services 100% 3t May
JD Heating Lirited Energy efficency serices 100% 31 May
Mico Services Limited (*) Energy efficency services 100% 31 May
Millfold Group Limited {*} Energy efficiency services 100% 31 May
Opuons {Scotland) Limited (*) Supply and retail of bathrooms and fireplaces 100% 31 May
Resin Polymer Applications Limited (*) Provision of external thermal insulation services 100% 31 May
Joint ventures
WarmSure Linuted Energy efficency services 50% 31 May

(*) Held indirecily

All of the above comparies are incarporated in England and Wales, with the exception of Everwarm Services Limited, Options {Scotland) Limited
and Resin Polymer Applications Limited which are incorporated in Scotland, Heat, Energy and Associated Technology Limited which s incorporated
i Northern Irefand, Homeworks Services Inc, Ark Solar Products Limited and Integrated Energy Systems Limited which are incorporated 1n Canada
and eaga Energy India Private Limited which 1s incorporated in india

Dormant and non-trading undertakings are not shown above because disclosure would be excessively lengthy A full Iist of subsidiary undertakings
will be annexed to the Company s next annual return

Those enuties which have naon-coterminous year-ends are consolidated in the Group accounts using management accounts for the relevant
financial penod
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35 POST BALANCE SHEET EVENTS

{1y Immediately prior to the Companys admission to the Main Market of the London Stock Exchange on 7 June 2007, the Company restructured iis
share capital by

increasing the authonsed share capital of the Company from £53 000 to £330,000 by the creation of 277,000,000 Ordinary Shares of £0 001

1ssuing a further 1,520,208 Preferred Ordinary Shares

allotting, by way of bonus issue a total of 181,684,542 new Ordinary Shares to the existing Ordinary Sharehalders the nominal amount of such
new Qrdinary Shares being paid up from the Companys distributable profits and such shares being allotted pro rata amongst the existing hotders
of Ordinary Shares

converting each of the Preferred Qrdinary Shares into Ordinary Shares

allotting by way of Public Placing, 16 574 586 Qrdinary $hares

The following 1s a reconcilation of the authonsed and 1ssued shares from 31 May 2007 to the date of Admission

Authorised

Authorised Issued Preferred
Ordinary Crdinary Ordinary  lssued Prafenred
Shares of Shares of Shares of  Ordinary Shares
€0 001 ecch £0 001 ecch £0 001 each of £0 001 each
At 1 June 2007 40,001 40,001 52,959,999 50,440,000
Increase in authonsed share capital 277 000 000 - - -
Preferred Ordinary Shares allotted - - - 1,520,208
Bonus 1ssue of Ordinary Shares - 181 684 542 - -
Conversion of Preferred Ordinary Shares to Ordinary Shares 52,959,999 51 960,208 (52,959 999) {(51,960,208)
Allotment of Ordinary Shares on Initial Public Offering - 16,574,586 - -
At 7 June 2007 330,000,000 250,258,337 - -

(1) On 25 June 2007 the Group acquired 100 per cent of the issued share capital of RG Franas Limited  The initial consideration paid was

£9 7 miflon including initral acquisition expenses of £140,000 There 15 further consideration payable during the year 10 31 May 2008 of up to

£1 6 milon based on certain performance cntena The provisional net book value of assets acquized was £1 4 million The assessment of far values
of the net assets s not yet completed

() On 21 March 2007 the Chancellor of the Exchequer presented the 2007 budget which announced a reduction in the rate of UK Corporation
Tax from 30% to 28% effective 1 April 2008 As the change was not substantively enacted as at 31 May 2007 the effect 15 treated as a non-
adjusting post balance sheet event The effect of this ¢change in corporation tax rate af recognised would be to reduce the Groups deferred tax
asset at 31 May 2007 and at 31 May 2006 to £25,683,000 and £289,000 respectively No adjustment 1s expected as a result of the anticipated
withdrawal of Industnal Buldings Allowances as from Aprl 2008

36 FIRST TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRS)

eaga plc adopted IFRS, as adopted by the EU with effect from 1 January 2004 Detalls of the corversion of previously reported UK GAAP figures
are included in the Company’s Prospectus for the Admission to the Official List copies of which are avallable from the Registered Office
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INndependent Audifors” Report 1o
the Members of eaga plc

We have audited the Parent Company financial statements of eaga plc for the year ended 31 May 2007 which comprise the Parent Company balance
sheet and the notes to the Parent Company financial statements These Parent Company financal statements have been prepared under the accounting
policies set out therein We have also audited the information in the Directors’ Remuneration Report that 1s descnibed as having been audited

We have reported separately on the Group financial statements of eaga ple for the year ended 3i May 2007

Respective responsibilities of Directors and auditors

The Directors responsitilities far preparing the Annual Report, the Directors' Remuneration Report and the Parent Company finarcial statements in
accordance with applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice} are set out In
the Statement of Directors Responsibilities

Qur responsibility 1s 1o audit the Parent Company financial statements and the part of the Directors’ Remuneration Report to be audited in
accordance with relevant legal and regulatory requirements and International Standards on Auditing (UX and Ireland) This report induding the
opinion, has been prepared for and only for the Company's members as a body in accordance with Section 235 of the Companies Act 1985 and
for no other purpose We do nat In gving this opimion, a2ccept or assume responsibility for any other purpose or to any other person to whom this
report 15 shown or into whose hands it may come save where expressly agreed by our prior consent 1n writing

We report to you our opinion as te whether the Parent Company financial statements give a true and fair vew and whether the Parent Company
financial statements and the part of the Directors Remuneration Report to be audited have been properly prepared in accordance with the
Comparues Act 1985 We also repont to you whether in our opinion the information given in the Directors’ Report 15 consistent wath the Parent
Company financial statements In addition we report to you «f 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 other informatian contained in the Annual Report and consider whether it s consistent with the audited Parent Company financial
statements The ather information compnses only the Chairman’s Statement the Operational Review, the Financial Review, the unaudited part

of the Directors’ Remuneration Report We consider the implications for our report if we become aware of any apparent misstatements or material
mconsistencies with the Parent Company financial statements Qur responsibilities do not extend to any other infarmation

The maintenance and integrity of the eaga plc website 1s the responsibility of the Directors, the work carried out by the auditors does not invelve
consideration of these matters and, accordingly the auditors accept no responsitslity for any changes that may have occurred to the financal
statements since they were imitrally presented an the website

Legislation in the United Kingdom governing the preparation and dissermination of financial statements may differ from legislation in other
junisdictions

Basis of aucht opinion

We conducted our audit in accordance with International Standards on Auditing {UK and lreland) issued by the Auditing Practices Board An audit
includes examination, on a test basis of evidence relevant to the amounts and disclosures in the Parent Company financial staterments and the part
of the Directors Remuneration Report to be audited It alsc indludes an assessment of the significant estimates and judgments made by the Directors
in the preparauon of the Parent Company financial statements, and of whether the accounting policies are appropriate to the Parent Companys
crcumstances, consistently applied and adequately disclosed

We planned and performed aur audit so as to obtain all the information and explanations which we considered necessary in order to provide us with
sufficent evidence to give reasonable assurance that the Parent Company financal statements and the part of the Diractors’ Remuneration Repart to
be audited are free from matenal misstatement, whether caused by fraud or other irreqularity or error In forming our opinion we also evaluated the
overall adequacy of the presentation of information in the Parent Company financial statements and the part of the Directors Remuneration Report
to be audited

Opirson
In cur aprrion

* the Parent Company financial statements give a irue and fair view 1n accordance with United Kingdom Generally Accepted Accounting Practice,
of the state of the Company's affairs as at 31 May 2007

¢ the Parent Company financial statements and the part of the Directors’ Remuneration Report to be audited have been property prepared in
accordance with the Companies Act 1985

. theirj{ormatlon gwven in the Directors’ Report 1s consistent with the Parent Company financal statements

o
Prlcewat%%%ww'uj

Chartered Accountants and Registered Auditors
Newcastle upon Tyne
19 September 2007
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Parent Company Balonce Sheet

As ai 31 May 2007

31 May 31 Moy
2007 2006
Notes £000 £'000
Fixed assets
Tangible assets 2 5,045 2,100
Investments 3 55,682 12019
60,727 14119
Current assets
Stock 4 68 115
Debtors Due within one year 5 33,093 28421
Debtors Due after more than one year ] 25,821 713
Cash at bank and in hand - 12,952
58,982 42,201
Creditors Due within one year & (78,996} (44 399)
Net current liabiities (20,014) (2 198)
Total assets less current habilities 40,713 11,921
Creditors Due after more than one year 7 (2,000 -
Provisions for liabilties and charges 9 (342) (342)
Net assets 38,31 11579
Capital and reserves
Called up share capital 10 50 1
Share premium account 1 190 170
Capital redemption reserve 1 3,600 3,600
Profit and loss account 1" 34,531 7 808
Total equity 38,371 11579

The Parent Company financial statements were approved by the Board of Directors on 19 September 2007 znd signed on its behalf by

| e A

John Clough M
Registered No 385865

Mcleod Direciors

The notes on pages 69 to 75 form part of these Parent Company financal statements
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Notes to the Parent Company Financial Statements

1 PARENT COMPANY ACCOUNTING POLICIES

Basis of accounting

The Parent Company financial statements are prepared on a going concern basis under the historical cost convention, except as disclosed below

1n accordance with the Companies Act 1985 and applicable UK accounting standards As permutted by Section 230 of the Companies Act 1985 the
Company’s profit and loss account and statement of total recognised gains and losses are not presented In these finanoal statements The eaga plc
consolidated financial statements for the year ended 31 May 2007 contain a consolidated cash flow statement Consequently the Company has
taken the exemption available in FRSY (Revised 1996} Cash flow statements and has not presented its own cash flow statement

Tangible fixed assets

Tangible fixed assets are stated at cost, including incidental expenses incurred on acquisition less accumulated depreciation Depreciation is
calculated so as to write off the cost of tangible fixed assets, less therr estimated residual values, on a straight line basis over the expected useful
economic lves of the assets concerned The principal annual rates used for this purpose are

Long leasehold land and buildings Penod of lease
Alterations to leasehold property Period of lease
Fixtures and fittings 20-333%
Equipment 20 - 50%

Fixed asset investments
Fixed asset investments are stated at cast, less any provision for impairment in value

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

Leases
Costs in respect of operating leases are charged on a straight line basis over the lease term

Turnover
Turnover 1s the total amount recevable by the Company for goods and services provided excluding value added tax and net of trade discounts and

includes contract revenue, on a gross basts, administered in respect of the central government and utility schemes Turnover 1s recognised at the
point at which income 15 contractually due to the Company or n the absence of any formal contractual agreement on a cash received basis

Pension scheme

The Company operates a number of defined contribution pension schemes for the benefit of its employees The Company s contributions to these
schemes, which are based an employee earnings, are recognised in the year in which the related payroli costs are incurred

Deterred taxation

Deferred tax 1s recognised in respect of all tming differences that have oniginated but not reversed at ihe balance sheet date where transactions or
events that result in an obligation to pay more or a right to pay less tax in the future have occurred at the balance sheet date Deferred tax assets
are recagnised only to the extent that they are considered recoverable in the future Deferred tax balances are not discounted

Foreign currencies

Transactions denominated in foreign currencies are recorded at the rates of exchange ruling at the dates of the transactions Monetary assets and
habiities denominated in foreign currencies are re-translated at year end exchange rates

Share-based payments

The Company allows employees to acquire shares of the Company through share option schemes, details of which are in the Remuneration
Commuttee Report The farr value of share options granted 1s recognised as an employee expense with a corresponding increase in equity The fair
vafue Is measured at grant date, using an appropnate model, taking into account the terms and conditions upon which the share options were
granted, and 15 spread over the penod duning which the employees become unconditionally entitied to the options The amount recogmsed as an
expense 15 adjusted to reflect the actual number of share options that vest except where forferiture 1s only due 1o share prices not achieving the
thresholc for vesting

Financial instruments

Debtors and creditors are non-denvative financial assets or kabilities with fixed or determinable payments that are not quoted on an active market
They are included within assets or liabilities at book value depending on when they fall due
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2 TANGIBLE FIXED ASSETS

Llong
leasehold Alterations Fictures
land and to leasehold and
buildings property fittings Equipment Total
£ 000 £000 £000 £ 000 £000
Cost
As ai 1 June 2006 350 561 633 5,938 7,482
Additions 2,141 9 593 1,230 3973
Disposals - {60) (27) {45} (132)
As at 31 May 2007 2,491 510 1,189 7123 11,323
Deprecation
As at 1 June 2006 - 254 571 4,557 5,382
Charge for the year - 93 84 784 961
Disposals - 4 12 {39} (65)
As at 31 May 2007 - 333 643 5,302 6,278
Net book value
As at 31 May 2007 2,491 177 556 1,821 5,045
As at 1 June 2006 350 307 62 1,381 2100
3 INVESTMENTS
Investments in
Subsidiary Investments In
Undertakings Joint ventures Tolal
£'000 £'000 £'000
Cost
As ai 1 June 2006 12,594 22 12616
Acquisiions a4 228 - 44,228
Reassessment of consideration payable (265) - (265)
As at 31 May 2007 56,557 22 56 579
Provision
As at 1 June 2006 575 22 597
Charge in year 300 - 300
As at 31 May 2007 875 22 B97
Net book value
As at 31 May 2007 55,682 - 55,682
As at 31 May 2006 12019 - 12019

The charge for the year relates to the wnite off of the Company’s investment in Lumen Reivers Limited

A list of the main subsidiary and joint venture undertakings is given in note 34 of the Group Financial Statements
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4 STOCK
31 May 31 May
2007 2006
€000 £'000
Work 1n progress - 33
Finished goods 68 82
68 115
5 DEBTORS
31 Moy 31 May
2007 2006
£000 £'000
Due within one year
Trade debtors 21,534 21,909
Amounts due from group undertakings 4,413 1730
Other debtors 1,544 3,126
Corporation tax 891 645
Prepayments and accrued income 4,711 1010
Called up share capital not paid - 1
33,093 28421
Due after more than one year
Deferred taxation (note 8) 25,821 713
25,821 713

The called up share capital not pad as at 31 May 2006 was held by eaga Partnership Trustee Limited and eaga Partnership Trustee Two Limited

6 CREDITORS — DUE WITHIN ONE YEAR

31 May 31 May

2007 2006

£'000 £000

Bank overdraft 4,427 571
Trade creditors 27,638 20138
Amounts owed to group undertaking 11,652 4,858
Other taxation and socal security 496 3,033
Other creditors 4,961 2578
Accruals and deferred income 18,622 12 746
Deferred cansideration on acquistion of subsidiaries 11,200 475

78,996 44,399
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7 CREDITORS — DUE AFTER MORE THAN ONE YEAR

31 Moy 31 May
2007 2006
£ 000 £000
Deferred consideration on acquisition of subsidianies 2,000 -
8§ DEFERRED TAXATION
A deferred tax asset has been recognised as shown below
Amounts recognised
31 May 31 May
2007 2006
£000 £'000
Tax effect of uming differences because of
Share based payments 25,286 -
Short term uming differences 150 283
Excess of depreciation over capital allowances 385 430
25821 713
All movements in deferred taxation in the year have been charged/credited to the profit and loss account
@ PROVISIONS FOR LIABILITIES AND CHARGES
Dilopidation
provision
£'000
As at 1 June 2006 and 31 May 2007 342

The dilapidations proviston held by the Company as at 31 May 2007 is held to cover dilapidations on leased properties and is expected to be fully
utihsed within two years

10 SHARE CAPITAL

31 May 31 May
2007 2006
£'000 £'000
Authorised equity share capital
40,001 (31 May 2006 40,000) Ordinary Shares of £0 001 each - -
52,359 999 (31 May 2006 970,000} Preferred Ordinary Shares of £0 001 each 53 1
Authorised equity share capital 53 1
Allotted and called up equity share capital
40 001 (31 May 2006 36,800) Ord:nary Shares of £0 001 each - -
50 440 000 (31 May 2006 970 000) Preferred Ordinary Shares of £0 001 each 50 1
Allotted and called up equity share capital 50 1

On 9 June 2006 2,380 Ordinary Shares of £0 001 were 15sued at £25 to various employees of the Company
0On 19 July 2006 380 Ordinary Shares of £0 001 were 1ssued at £25 to vanous employees of the Company

On 24 February 2007 the authorised Qrdinary Share capital of 40 000 Grdinary Shares of £0 001 each was increased by 1 Share of £0 001 On the
same date eaga Partnership Trustee Limited and eaga Partnership Trustee Two Umited subscribed for an additional 441 Ordinary Shares at nominal value

On 24 February 2007 the authorised Preferred Ordinary Share capital of 970,000 Preferred Ordinary Shares of £0 001 each was increased by

51 989,999 Shares of £0 001 each On the same date a bonus issue was made on the Preferred Ordinary Shares on the basis of the issue of 51
new Preferred Ordinary Shares for each existing issued Preferred Ordinary Share The new Preferred Qrdinary Shares have the same nights attaching
to them as the orginal Preferred Ordinary Shares save that the voting rights are drluted by a factor of 51
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Except as disclosed below the Preferred Ordinary Shares and Ordinary Shares shall rank parn passu in all respects

The holders of the Preferred Ordinary Shares have no nght 1o share in the profits of the Company avaifable for distrbution until the holders of the
Ordinary Shares have receved aggregate dwidends of £10,000 per Share whereafter the holders of the Preferred Ordinary Shares shall have the night
10 a dwidend of £0 01 per Share for every £100 per Share pad 1o the holders of the Ordinary Shares

The holders of the Preferred Ordinary Shares are entitled 1o one vote in a poll for every forty Preferred Ordinary Shares held The holders of the
Qrdinary Shares are entitled to one vote in a poll for every Ordinary Share held

The capital value attributable 1o the Preferred Ordinary Shares was set by reference to a fixed sum at 31 May 2006 of £89 5 million increased

cumulatively by 5 per cent per annum

The following 1s a recanailiation of the authonsed and issued share capital at the start and end of the financial year

Authorised
Authorlsed  Allotted Ordinary Preferred  Allotted Preferred
Owdinary Shares  Shares at £0 001 Ordinary Shares  Ordinary Shares
at £0 001 each each af£0001 each ot £0001 each
At 1 June 2006 40,000 36 800 970,000 970 000
Ordinary Shares allotted on 9 June 2006 - 2,380 - -
Ordinary Shares allotted on 19 July 2006 - 380 - -
Increase in authonised share capital on 24 February 2007 1 - 51989 999 -
Ordinary Shares allotted on 24 February 2007 - 441 - -
Bonus issue of Preferred Qrdinary Shares on 24 February 2007 - - - 49,470 000
At 31 May 2007 40,001 40,001 52,959,999 50,440,000
Further details of movements in share capital since the year end can be found in nate 17, Post Balance Sheet Events
11 RESERVES
Share Capital Profit
prermlum redemption and loss
account reserve account
£'000 £000 £000
As at 1 June 2006 170 3,600 7,808
Loss for the year - - {57,565}
Share based payments - - 84 288
Bonus ssue of shares (49) - -
Issue of share capral 69 - -
As at 31 May 2007 190 3,600 34,531
12 RECONCILIATION OF MOVEMENT IN EQUITY SHAREHOLDERS' FUNDS
31 May 31 May
2007 2006
£'000 £000
{Loss)/profit for the year (57.565) 793
Share based payments 84,288 -
Issue of share capital 69 170
Net increase 1n equity shareholders’ funds 26,792 963
Opening equity shareholders funds 11,579 10,616

Clesing equity shareholders' funds 38,371 11 579
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13 CAPITAL COMMITMENTS AND CONTINGENT LIABILITIES

There were no capital commitments or contingent habilitres at the year end or at the prior year end

14 PROFIT AND LOSS DISCLOSURES

As permitted by Section 230 of the Companies Act 1985 the Company has not presented its own Profit and Loss account

The audit fee in respeci of the Parent Company financial statements for the year ended 31 May 2007 was £74 000 {2006 £60,000)
The Company employed 522 staff including Directors (2006 448) and the total staff costs are shown below

31 May 31 May

2007 2006

€000 £'000

Wages and salaries 13,964 24,239
Social security costs 1,215 1,766
Pension costs 1,984 1 857
17,163 27,862

Directors emoluments disclosures are prowded 1n the Directors’ Remuneration Report in this annual report

15 SHARE BASED PAYMENTS

The IPO Option Plan granted nil-cost optians over the Company s Ordinary and Preferred Qrdinary Shares to all Partners and certain former Partners
(at EPT discretion) Options were granted (n February and March 2007 and became exercisable on listing Optiens would have lapsed on 31 July 2007
had listing not been achieved

The total number of opuions outstanding at 31 May 2007 was 46 499 182 which were all exercised immedrately on 7 June 2007 No further options
will be 1ssued under the IPO Option Plan A share based charge of £84 3 million anising in respect of the fair value of these options s recogrused in
the Profit and Loss account The listing price of £1 81 per share, set in a pnaing meeting on 22 May 2007, 15 deemed to be the market value and
therefore fair value used in determiing the charge

There was no cash cost to the Company as a result of these awards The Company expects to receive a statutory corporation tax deduction in
connection with the charge and accordingly a deferred tax asset of £25 3 mullion and a corresponding Increase in net assets has been recognised
in the balance sheet at 31 May 2007

16 RELATED PARTY TRANSACTIONS
As permitted by FRS8 Related Party Disclosures disclosure of related party transactions with other companies cantrolled by eaga ple is net provided
The net amount due from N E ST MAKERS Limited, a joint venture of eaga plc, at 31 May 2007 was £864 000 (31 May 2006 £802 000)

The net amount due to WarmSure Limited, a joint venture of eaga plc at 31 May 2007 was £1,364,000 (31 May 2006 £Nil) £1,901,000
(31 May 2006 £NIl) of services were purchased from WarmSure Lirmited in the year

During the year eaga plc purchased senaices with an aggregate value of £13,345 (31 May 2006 £12 000) for Stratagem {NI) Limited a company in
which Mr Quintin Ofiver Non-Executive Director of eaga pl, 1s a shareholder At 31 May 2007 the balance owed to Stratagem (NI} Limited by eaga
plc was £1 469 (31 May 2006 £3 525)
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17 POST BALANCE SHEET EVENTS

¢) Immediately prior to the Companys admission to the Main Market of the London Stock Exchange on 7 Jure 2007 the Company restructured its
share capial by

* increasing the authonsed share capital of the Company from £53 000 to £330 000 by the ¢reation of 277 000 000 Ordinary Shares of £0 001

1ssuing a further 1 520,208 Preferred Ordinary Shares

allotting, by way of bonus 1ssue a total of 181,684,542 new Ordinary Shares 10 the exisung Ordinary Shareholders the nominal amount of such
new Ordinary Shares being paid up from the Company’s distrbutable profits and such shares being allotted pro rata amongst the existing holders
of Ordinary Shares

converting each of the Preferred Ordinary Shares into Ordinary Shares

allotting, by way of Public Placing 16,574,586 Ordinary Shares

The foliowing 15 a recanciliation of the authensed and issued shares from 31 May 2007 1o the date of Admission

Autharised

Authorlsed lssued Prefened
Crdinary Ordinary Oidinary  Issued Preferred
Shares ot Shares of Shares of  Cudinary Shares
£0 001 each £0 001 each £0001 each  of £0 001 each
At 1 June 2007 40 001 40,001 52,959 9%9 50 440,000
Increase in authorised share capnal 277 000,000 - - -
Preferred Ordinary Shares allotied - - - 1520 208
Bonus ssue of Ordinary Shares - 181,684,542 - -
Conversion of Preferred Ordinary Shares to Ordinary Shares 52 959999 51 960,208 (52,959 999) (51 960 208}
Allotment of Ordinary Shares on PO " - 16 574 586 - -
At 7 June 2007 330,000,000 250,259,337 - -

{n} ©n 25 june 2007 the Company acquired 100 per cent of the issued share capital of RG Frangs Limited The inital consideration paid was

£9 7 milion including iniial acquisitson expenses of £140,000 There is further consideration payable during the year to 31 May 2008 of up to

£1 6 millon based on certain performance crteria The provisional net book value of assets acquired was £1 4 mithon The assessment of fair values
of the net assets 1s not yet completed

(m) On 21 March 2007 the Chancelior of the Exchequer presented the 2007 budget which announced a reduciion in the rate of UK Corporation Tax
from 30% to 28% effective 1 Aprl 2008 As the change was not substantively enacted as at 31 May 2007 the effect is treated as 2 non-adjusting
post balance sheet gvent The effect of this change in corporation tax rate, if recogmsed wolld be to reduce the Company s deferred 1ax asset at 31
May 2007 and at 31 May 2006 to £24,316,000 and £694 000 respectively No adjustment 15 expected as a result of the anticipated withdrawal of
Industnal Bulldings Allowances as from April 2008
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Nofice of Annual General Meeting

Notice 15 given that the Annual General Meeting of eaga plc {* the Company”) will be held at the Lower Ballroom Suite, The Assembly
Rooms Fenkle Street, Newcastle upon Tyne NE1 5XI on 22 November 2007 at 11 00 am for the following purposes

ORDINARY BUSINESS

To consider and ii thought {it, to pass the {ollowing resolutions which wall be proposed as ordinary resolutions

1 THAT the Company's annuat accounts for the financial year ended 31 May 2007 1ogether with the last Directors’ Report, the
last Directors’ Remuneration Report and the Auditers’ Report on those accounts and the auditable part of the remuneration report
be recewed

2 THAT the Directors’ Remuneration Report for the financial year ended 31 May 2007 contained in the Company's annual accounts
be approved

THAT no divdend be declared for the year ended 31 May 2007
THAT lan Daniel McLeod be reappointed as a Director
THAT Dawvid Routledge be reappointed as a Direcior

THAT Quintin Qliver be reappointed as a Director

~ & W b W

THAT the resigriation of Michael Collingwood Roberts be accepted and that he not be reappointed as Director on not
seeking reappointment

8 THAT PricewaterhouseCoopers LLP be reappotnted as auditors to hold office from the conclusion of the meeting to the conclusion of
the next meeting at which the accounts are laid before the Company at a remuneration to be determined by the Directors

SPECIAL BUSINESS

To consider and, if thought fit, pass the following resolutions, of which resolution 9 will be proposed as an ordinary resalution and
resolutions 10 and 11 will be proposed as a special resolutions

9 THAT the Directors be and they are generally and uncondimonally authonsed for the purposes of section 80 of the Compames Act
1985 (the “Act’) to exercise ali the powers of the Company 1o allot relevant secunties {within the meaning of that section} up to an
aggregate nominal amount of £79,740 66 provided that this authonily is for a period expinng five years from the date of this resolution
but the Company may before such expiry make an offer or agreement which would or might require relevant securities to be allotted
after such expiry and the Directors may allot relevant securities in pursuance of such offer or agreement notwithstanding that the
authorniy conferred by this resolution has expired  This authonity s 1n subsitution for all subsisting authonties, 10 the extent unused

10 THAT subject to the passing of the previous resolution the Directors be and they are empowered pursuanrt to section 95 of the Act
to aflot equity secunities (within the meaning of section 94(2) to section $4(3A} of the Act} wholly for cash pursuant to the authority
conferred by the previous resolutton as if section 89(1) of the Act did not apply to any such allotment, provided that this power shall
be limited to the allotment of equity secunties

(a) In connection with an offer of such secunties by way of nghts to holders of ordinary shares in proportion (as nearly as may be
practicable) to thewr respective holdings of such shares but subject 10 such exclusions or other arrangements as the Directors may
deern necessary or expedient In relation 1o fractional entitlements or any legal or practical problems under the laws of any terntory,
or the requirements of any regulatory body or stock exchange, and

(b} Otherwise than pursuant to sub-paragraph (a} above up to an aggregate nominal amount of £12,500,

and shall expire five years from the date of this resolution/on the conclusion of the next Annual General Meeting of the Company
afier the passing of this resolution save that the Company may, before such expiry make an offer or agreement which would or
might require equity secunties to be allotted after such expiry and the Directors may allot equity secunities in pursuance of any such
offer or agreement notwithstanding that the pawer conferred by this resolution has expired
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This power applies in relatton to a sale of shares which 1s an allotment of equity secunties by virtue of section 94{3A) of the Act as If in
the first paragraph of this resolutron the words "pursuant to the authority conferred by the previous resolution” were omitted

11 THAT the Company be and 15 generally and unconditionally authorised for the purposes of section 166 of the Act to make one or
more market purchases (within the meaning of section 163(3) of the Act) on the London Stock Exchange of ordinary shares of
£0 001 each in the capital of the Company provided that

{a} The maximum aggregate number of ordinary shares authorised to be purchased rs 25,000,000 (representing 10 per cent {10%) of
the Companys issued ordingry share capital),

{b) The minimum price which may be paid for such shares 1s £0 001 per share,

{c) The maximum price which may be paid for an Ordinary Share shall not be more than 5 per cent above the average of the middle
market quotations for an ordinary share as derved from the London Stock Exchange Daily Official List for the five business days
immediately preceding the date on which the ordinary share 1 purchased,

(d) Unless previously renewed varied or revoked, the authority conferred shall expire at the conclusion of the Company's next AGM or
12 manths from the date of passing this resolution, 1if earler,

{e) The Company may make a contract or contracts to purchase ordinary shares under the authonty conferred prior to the expiry of
such autherity which will or may be executed wholly or partly after the expiry of such authority and may make a purchase of
ordinary shares in pursuance of any such contract or contracts

8y order of the Board

Christopher Judd
Company Secretary
19 September 2007

Registered office
eags House
Archbold Terrace
Jesmond

Newcastle upon Tyne
NE2 1DB

NOTES

1 A member entitled to attend and vote at the meeting convened by the notice set out above ts entitled to appaint a proxy (or proxies) to attend
and, on a poll to vote In his ar her place A proxy need not be a member of the Company

2 Aform of proxy s enclosed To be effectve 1t must be deposited at the office of the Company’s registrars so as 1o be recewved not later than
48 hours before the ime appointed for holding the Annual General Meeting Completion of the proxy does not preclude a member from
subsequently attending and voting at the meeting n person If he or she so wishes

3 The register of interests of the Directors and their famihes n the share capital of the Company and copies of contracts of service of Directors
with the Company or with any of rts subsidiary undertakings will be available for iInspection at the registered office of the Company during
normal busness hours {Saturdays and public holidays excepted} from the date of this notice until the conclusion of the AGM

4 In accordance with Regulation 41 of the Uncertificated Securities Regutanons 20071 only those members entered on the Company s register of
members not later than 11 00am on 20 November 2007 or if the meeting 15 adjourned, shareholders entered on the Companys register of
members not |ater than 48 hours before the time fixed for the adjourned meeting shall be entitled to attend and vote at the meeting

5 To register your proxy electronically, log onto the Company's registrars website at www capiaregistrars com and follow the instructions You wall
need to input your Investor Cade which can be found on your share certificaie To be valid your proxy must be lodged no later than 48 hours
before the time fixed for holding the meeting




Proxy Card

EAGA PLC (“the Company”)

ANNUAL GENERAL MEETING

Before completing this form, please read the exptanatory notes below

/'We being a member of the Company appoint

or, falhing him/her, the Chairman of the Meeting (see note 6) to act as my/our proxy to attend and vote on my/our behalf at the Annual
General Meeting of the Company to be held on 22 November 2007 and at any adjournment of the meeting

lAWe direct my/our proxy to vote as follows
(INDICATE WITH AN X IN THE BOXES BELOW)

Resolutions
ORDINARY BUSINESS

1

~ W\ bW

THAT the Companys annual accounts for the financial year ended 31 May 2007
together with the last Directors’ Report, the last Directors” Remuneration Report and
the Auditors Report on those accounts and the auditable part of the remuneration
report be receved

THAT the Directors” Remuneration Report for the financial year ended 31 May 2007
contained In the Company’s annual accounts be approved

THAT no diwidend be declared for the year ended 31 May 2007
THAT lan Daniel McLeod be reappointed as a Director

THAT David Routledge be reappointed as a Director

THAT Quintin Olver be reapponted as a Director

THAT the resignation of Michael Collingwood Roberts be accepted and that he not
be reappointed as Director on not seeking reappointment

THAT PricewaterhouseCoopers LLP be reappointed as auditors to hotd office from the
canclusion of the meeting to the concluston of the next meeting at which the accounts
are lard before the Company at a remuneration to be determined by the Directors

SPECIAL BUSINESS

THAT the Directors be and they are generally and unconditionally authonsed for

the purposes of section 80 of the Comparies Act 1985 (the "Act”) to exercise all

the powers of the Company o allot relevant securities {within the meaning of that
section} up 1o an aggregate nominal amount of £79,740 66 provided that this authority
15 for a penod expining five years from the date of this resolution but the Company
may before such expiry make an offer or agreement which would or might require
relevant securities to be allotted after such expiry and the Directors may allot relevant
securities in pursuance of such offer or agreement notwithstanding that the authonty
conferred by this resolution has expired This authonty 1s 1n substitution for all
subsisting authorities, 10 the extent unused

THAT subject to the passing of the previous resolution the Directors be and they are
empowered pursuant to section 95 of the Act 10 allot equity securities (within the
meanmng of section 94(2) to section 94{3A} of the Act) wholly for cash pursuant to
the authority conferred by the previous resolutron as iIf section 8%(1) of the Act did
not apply to any such allotment, provided that this power shall be imited to the
allotment of equity securities

(a) In cennection with an offer of such secunities by way of nights to holders of
ordinary shares in proportion (as nearly as may be practicable) 10 their respective
holdings of such shares, but subject to such exclusions or other arrangements
a5 the Directors may deem necessary or expedient in relation to fractional
entitlements or any legal or practical problems under the laws of any ternitory,
the requirements of any regulatory body or stock exchange, and

(b

=

Otherwise than pursuant to sub-paragraph (a) above up to an aggregate nominal
amount of £12,500, and shall expire five years from the date of this resolutionfon
the conclusion of the next Annual General Meeting of the Company after the passing
of thss resolution save that the Company may, befare such expiry make an offer
or agreement which would or might require equity securities to be allotted after
such expiry and the Directors may allot equity securittes in pursuance of any such
offer or agreement notwithstanding that the power conferred by this resolution
has expired

For

O O0ooog g o

U

Against

O oo o O

[l

Votes
withheld

{see note 5)

[

I O [ [ O R

O

Discretionary
(see note 5}

O OOood d ]

[




Proxy Card

Votes
For Against withheld Discretionary
{see note 5) (see note 5}
This power applies in relation to a sale of shares which is an allotment of equity secunties
by virtue of section 94(3A) of the Act as f in the {irst paragraph of this resolution the words
"pursuant to the authonty conferred by the previous resolution” were omitted
11 THAT the Company be and s generally and unconditionally authorised for the purposes D D D D

(a

—

{b
{c

—

d

—

(e}

of section 166 of the Act to make one or more market purchases (within the meaning
of section 163(3) of the Act) an the London Stock Exchange of ordinary shares of
£0 001 each in the capital of the Company provided that

The maxsmum aggregate number of ordinary shares authorised to be purchased 15
25,000,000 (representing 10 per cent (10%) of the Company's issued ordinary
share caprtal),

The minimum price which may be paid for such shares s £0 001 per share

The maximum price which may be paid for an Ordinary Share shall not be more than
5 per cent above the average of the middle market quotations for an ordinary share
as denved from the London Stock Exchange Daily Official List for the five business
days immediately preceding the date on which the ordinary share 15 purchased,

Unless previously renewed, vaned or revoked, the authonty conferred shall expire at
the condlusion of the Company’s next AGM or 12 months from the date of passing
this resolution, if earlier,

The Company may make a contraci or contracts to purchase ordinary shares under the

authonty conferred prior to the expiry of such authonty which will or may be executed

wholly or partly after the expiry of such authority and may make a purchase of ordinary
shares in pursuance of any such contract or contracts

Your Board recommends that you vote in favour of all the above resolutions

Sig

An

nature or common seal

y one joint holder may sign, but please note In the event of twe or more joint holders attempting to register a vote, the vote

of the senior who tenders a vote shall be accepted to the exclusion of any other joint holders in accordance with Article 59 2

Date 19 September 2007

Not
i

~

w

E-Y

v

[0}

09 o~

w

Sig

es 10 the proxy form

Only holders of ordinary shares entered on the register of members of the Company at 5 00pm on the second day prior to the date of the meeting or any
adjournment of 1t shall {unless otherwise entitled to do so) be enutted to attend and vote at the meeting or at any such adjournment This s in accordance
with Regulation 41 of the Uncertificated Secunties Regulations 2001

A member entitled to attend and vote at the meating may appoint one or more proxies to attend and on a poll, to vote instead of him/her

A proxy need not be 3 member of the Company

To be vzhd for the meeting, a form of proxy should be compteted, signed and lodged (together wath any power of authonty or any other authonty under
wtuch 1115 signed or a duly certified copy of such power of authorey) with the Company's registrars Capita Registrars of The Registry 34 Beckenham Road,
Beckenham Kent BR3 4TU no later than 48 hours before the time for which the meeting 15 convened

The register of Directars interests in the share caprtal of the Company and copies of Directors service contracts are avallable for inspection duning usual
business hours at the registered office of the Company on any weekday {Saturday and public holidays excepted) from the date of this notice until the date
of the Annual General Meeting and also at the place of the Annual General Meeting for at least 15 minutes prior to, and uniil the conclusion of the meeting
To abstain from voting on a resolution, tick the box "votes wathheld” A “votes withheld” 1s not a vote in law which means that the vote will not be counted
in the cakulaton of votes “for™ and "against™ the resolution Ticking “Discretionary™ ar failing to tick any box against a resolution will mean your proxy
can vote as he or she wishes or can deade net to vote at all

The Chairman of the Meetng shall act as a proxy unless another proxy 15 desired In which case, insert full name of your proxy in the space prowded above

A proxy wall act in hissher discretion in relation (o any busmness, other than that above, at the meeting (ncluding any resclutien to amend a resolution or to
adjourn the meeting)

In the case of a corporation, this form of proxy must be executed under its common seal or aigned on its behalf by an attorney or officer of the corporation
In the case of joint holders, the vote of the semior holder shall be accepted 1o the exclusion of the votes of other jont hoiders For thus purpase senionty shall
be determined by the order in which the names of such holders stand in the register of members in respect of the joint kolding i accordance with Article
59 2 of the Companys Arucles of Association

CREST users should note that they can lodge therr proxy votes for the meeting through the CREST electronic appomtment system For further instructions
users should refer to the CREST user manual

To register your vote electronically, log on to the Company s fegistrars website at www capiiaregistrars com and foltow the tnstructions  You wall need to input
your Investor Code which can be found on your share certificate To be valid, your proxy must be lodged no later than 48 hours before the time fixed for
holding the meeting

ned Date 2007
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