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ReEnergy Group plc
(" ReEnergy" or the "Conpany")

ReEner gy, a renewabl e energy conpany at an early stage of devel opnent, is
pl eased to announce its interimresults for the six nonths ended 30 June 2007.

HI GHLI GHTS

« Focus of the Group on waste managenent and water treatnent

» Focus of Estech Europe on the nerchant plant market

e Merchant plant proposal submitted to Hereford & Worcester

* Launch of mni autoclaving plants for food and conmerci al waste narkets
* Devel opnent of sustainable autoclaving fibre off-take outlets

* Re-focused ReEnergy Desalination Inc. growi ng project pipeline

 Cost reduction programre delivering results with activity increased
 Acquisition of the remaining shares in Estech Europe Linited not already
owned by the Conpany

Roger Hewitt, Executive Chairnman, coments:

"Good progress has been nade in devel opi ng our |eadi ng waste nmanagenent
technol ogy and the business plan for its application. ReEnergy has identified

i ncreasi ng pressure on existing treatnent capacity to satisfy the grow ng demand
to treat all waste prior to disposal. The provision of merchant autocl aving
plants, along with PFlI facilities where appropriate, will play an inportant part
in the Goup's future devel oprent .

An inportant mlestone for the Conpany was our subnission to Hereford &
Worcester of a nerchant plant proposal and | am pl eased to report that
di scussi ons have conmenced in respect of that project.

ReEnergy Desalination Inc. has been successfully re-focused and the conpany is
actively pursuing a growi ng pipeline of seawater desalination projects, severa
of which are of substantial size.

Despite increasing activity, we have maintai ned our cost reduction progranme and
the Board is grateful for the consistent |evel of sharehol der support that the
Group has received. Managenent is commtted to noving the Conpany into a
revenue-earni ng position and delivering sharehol der expectations."
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For further information please contact:
ReEnergy Group plc
M chael Roger Hewitt, Executive Chairnan Tel : +44 (0)20 7432 0340

Strand Partners Limted
Si ron Raggett Tel : +44 (0)20 7409 3494

Medi a enquiries:
Car dew G oup
Ant hony Car dew Tel : +44 (0)20 7930 0777

Notes to Editors

ReEnergy offers a nunmber of solutions to neet the rapidly growi ng denmand in
these sectors for technol ogi es that are considered sustai nable and resource
efficient. These include:

 Fibrecycle(R) technol ogy that separates and recycl es nunicipal solid
waste (MSW, producing a nmulti-use fibre product (Europe and UK Scotl and)

e Pirelli's advanced environnental technologies to produce a highly
calorific refuse derived fuel (RDF) for use as an alternative to coal in
thernoel ectric power plants and cenment kilns (UK only)

* Niche desalination plants (worl dw de)

Adoption of International Financial Reporting Standards (I|FRS)

The Group's financial statenents for the year ended 31 Decenber 2007 will be the
first annual financial statements which conmply with I FRS. These interim
financi al statenents have been prepared on the basis set out in note 1.

The Group's transition date is 1 January 2006. The Group prepared its opening
bal ance sheet at that date. The reporting date of these interimconsolidated
financial statenents is 30 June 2007.

TRADI NG UPDATE

Fol lowing the strategic review earlier in the year, ReEnergy decided to focus

conpletely on waste nanagenent and seawater desalination and to place further

devel opnent of thermal recovery (TRU) on hold while these objectives are being
pursued. | amvery pleased to be able to report that we have subnitted a

mer chant plant proposal to Hereford and Wrcester Councils and have comrenced

active discussions with Wrcestershire.

Fi nanci al performance

The total cash burn for the six nonths was £2, 794. Ok; an average of £465. 7k per
nont h.

The underlying average cash burn, prior to one-off costs, for the period was
£427. 1k per month. In the three nmonths to 30 June 2007, however, the underlying
average cash burn was £372.3k, indicating the tight control of overhead and
costs expenditure being maintained in all Conpany activities.

Wast e Managenent

Mar ket Devel opnent s
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ReEner gy has identified enhanced opportunities fromregul atory devel opnents in

t he wast e managenment sector which require the treatnment of increasing volunes of
wast e that have an organic content. The key statutory requirenent is for the

vol une of MBWsent to landfill to be reduced to 75% of 1995 |l evels by 2010, to
50% by 2013 and to 35% by 2020. It is clear that these targets, specifically
those for 2010 and 2013, pose a challenge for Local Authorities, particularly
given the slow rate of devel opnent of PFlI projects.

From Cct ober 2007, there will also be a requirenent to pre treat all waste prior
to disposal, including comrercial and industrial waste. This is likely to

i ntroduce approximately 30 mllion tonnes of additional waste into the treatnent
market, a large elenment of which will have a simlar organic content to MSW and
will therefore be suitable for the Group's autoclaving technology. This
represents a significant opportunity for the Conmpany. In order to take advantage
of these market opportunities, the Group has broadened its process capability to
enconpass nerchant autoclaving facilities as well as PFl projects, where the

|l ead times are much | onger

The I PR, process plant and patent devel opnments by Estech Europe have increased
the range of autoclaving equi pnrent available to the Goup to respond to
opportunities in the MSW conmercial and food waste sectors. The devel opnent of
sust ai nabl e autoclaving fibre off-take options will enable the G oup to provide
a conplete solution to waste processing and disposal as well as the ability to
access long termprofitable outlets.

Estech Europe Ltd ("Estech Europe")

As announced, on 23 July 2007, the Conpany acquired the majority of the
remai ni ng shares in Estech Europe not already owned by the Conpany pursuant to
the recomended offer of 16 July 2007 nade to the mnority shareholders in

Est ech Eur ope.

This acquisition of the majority (98.4% of the outstanding 49% of Estech Europe
denonstrates our confidence in the growi ng market for the conmpany's technol ogy
and al so serves to align the forner Estech Europe minority shareholders with the
ReEner gy sharehol ders in securing the devel opi ng potential of that narket.

Local Authorities face challenging MSWdiversion targets set by the Landfill
Directive particularly those taking effect in 2010 and 2013. The protracted and
conpl ex contractual negotiation of PFlI projects has resulted in Loca

Aut horities recognising the need for access to alternative processing plants to
meet their diversion targets. This has resulted in the energence of nerchant

pl ants established by operators as independent facilities capable of taking a
m xture of Local Authority and commercial and industrial waste and which can be
established relatively quickly.

Amec plc has divided its business, with its design and project services arm
bei ng acquired by Mrgan Sindall and its investment arm APIL, in the process of
bei ng acquired by Land Securities Trillium Estech Europe continues to work with
Morgan Sindall as a potential EPC contractor and with APIL as equity partner

As previously announced, ReEnergy and Estech Europe have formed a relationship
with APIL to work together and bid for projects utilising the Estech Europe

Fi brecycl e process. Earlier this year as part of the collaboration with APIL, we
subnmitted an alternative PFlI proposal based on Estech Europe's |eading

aut ocl avi ng technol ogy to the Councils of Herefordshire & Wircestershire. On

7 Septenber 2007, we submitted a further proposal to the Councils for the
establishnent of a nerchant plant at the Hartlebury site, which has planning and
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wast e managenent |icensing for an Estech Europe autoclaving plant and we now are
in discussion with Wircestershire County Council in respect of that facility.

Est ech Europe has made progress in devel opi ng sustainable fibre off-take outlets
that will satisfy the planning condition inposed by any Local Pl anning

Aut hority. These outlets include the manufacture of paper and cardboard, MNDF
board, the recovery of energy by gasification and carbon manufacture.

As a result of the detail ed design work carried out on the Estech Europe
process, we are able to comrence work on a contract with a Local Authority or
comercial client quickly and effect construction and commissioning to a tight
programme. This ability is particularly inmportant where nerchant plants are
concerned as part of their attraction to any client, whether Local Authority or
commercial, is early access for the treatnment of their waste.

Estech Europe is pursuing a nunmber of merchant plant opportunities, including
facilities at Stoke-on-Trent, Garston Docks and Wl ver hanpton. The Stoke site
al ready has pl anni ng pernission for waste managenent and work i s proceedi ng on
the plant design and busi ness plan.

Est ech Europe has recently |aunched a new range of 'nmini' autoclaving plants
designed for application to facilities such as airports, food manufacturing

pl ants, supermarkets and retail conpl exes which have generated interest within
this market.

As previously reported, Estech Europe is supporting VI Goup plc inits bid for
a waste managenent project in Wakefield which involves the Estech Europe
aut ocl avi ng technol ogy.

The recent judgenment in respect of re-processed waste oils being categorised as
a product rather than a waste is encouraging for the future of the fibre
produced fromthe Estech Europe process and because it may allow it to be used
directly as a fuel or RDF in major conmbustion plants.

Pirelli

Ef forts have continued to pronote refuse-derived-fuel ("RDF") as a product which
woul d enable its use on a commercially viable basis as a fuel. As previously
reported, the process to secure this re-classification has net with sone
difficulty and earlier in the year in line with the Goup's decision to reduce
costs, the Conpany proposed to Pirelli a noratoriumon the Technical Services
Agreenment fees while efforts to re-classify RDF as a non-waste continue. The
Company ceased payi ng Techni cal Services fees fromJuly 2007 which represents a
mat erial cost saving. The parties are in negotiation for the replacenent of the
exclusive licence with a non-exclusive licence. The parties will maintain the
potential to forma joint venture when a suitable project is secured.

VWAt er Tr eat nent

ReEnergy Desalination Inc.

ReEnergy Desalination Inc. ("RDI") is an international project devel oper

provi ding cost-effective solutions for the delivery of high quality, reliable
and sustainable water to industrial and institutional facilities, resort and

residential conplexes and nunicipalities by the desalination of seawater.

Followi ng the strategic review of earlier this year, RD has focused its efforts
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in four nmarkets, nanely Mexico, the Bahamas and the Cari bbean, Peru and Chile
and the Mediterranean Rim Considerabl e progress has been made and a nunber of
projects, some of a material size, are nowin the pipeline in Mexico, the
Bahamas and Peru. RDI enpl oys a design, build, own and operate nodel which
offers nultiple incone streans from sale of desalinated water to custoners under
long termwater sales contracts, project devel opnment fees and from operati on and
mai nt enance agreenents.

RDI has key strategic alliances with Desalination Marketing Services, a wholly
owned subsidiary of Water Services Corporation, the public water utility of
Malta and with Doosan Hydro Technol ogy Inc, a subsidiary of Doosan Heavy

I ndustries & Construction Co Ltd. These strategic alliances for technol ogy and
EPC services are proving to be very helpful in the progression of the project
pi pel i ne.

The Group continues to seek financial partners for the RDI activity, which
arrangenent could be for a majority stake in the business.

OQUTLOOK

Re- Energy has spent the last two years devel oping both its technol ogy and

busi ness nodel for a waste market that is now beginning to expand rapidly. The
Conpany is confident that it is in a position to secure long termcontracts with
both comercial and public sector custoners.

The strategic review of the Goup conducted earlier in the year is taking effect
in terms of reducing expenditure and cash burn and of focusing on business
opportunities in the waste managenent and water desalination sectors.

The G oup believes that the establishnment of merchant autoclaving plants will
open up access to the growi ng narket for the treatnent of MSWand conmerci al
wast e and the achi evenent of a revenue-earning position earlier than previously
pl anned, although we will continue to bid for PFI projects.

In association with their strategic partners, RD are actively pursuing a
growi ng pipeline of opportunities in their different geographic areas of
operation. W foresee considerable potential for this segnent of the Goup's
activities and this may require the devel opment of financing arrangenents and
other alliances particular to that business.

The Group's strong nanagenent teamis conmitted to the securenent of deliverable
contracts with sustainable revenue streans to underpin the growh and
devel opnent of the G oup.

The G oup rermains confident of the future potential and benefits avail able for
ReEnergy and its sharehol ders.

M chael Roger Hewitt
Executi ve Chairman

28 Sept enber 2007

Unaudi ted at Unaudi ted at Unaudi t ed at
30 June 2007 30 June 2006 31 Decenber
2006
(restated) (restated)

£000 £000 £000

ASSETS
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Non- current assets

Goodwi | |

O her intangible assets
Property, plant and equi pnent
| nvest nment

Current assets
Trade and ot her receivabl es
Cash and cash equival ents

Total assets

EQUI TY AND LI ABI LI TI ES
Share capital

Share prem um

Share option reserve
Mer ger reserve

Transl ation reserve

M nority interest
Accunul at ed | osses

Total equity

Current liabilities
Trade and ot her payabl es

Non-current liabilities

Trade and ot her payabl es

Total liabilities

Total equity and liabilities

22,323 26, 172
1, 490 2, 347
59 301
- 3
23,872 28, 823
323 311
3, 757 9, 805
4,080 10, 116
27,952 38, 939
4,078 4,058
20, 521 20, 424
235 304
209 209
(26) (85)
- 1, 249
(16, 705) (8, 363)
8, 312 17, 796
5, 597 2,478
14, 043 18, 665
19, 640 21, 143
27, 952 38, 939
Unaudi t ed Unaudi t ed
six nmonths to six nmonths to
30 June 2007 30 June 2006

(restated)
£000 £000
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Adm ni stration expense (2,204) (3,978) (7,397)
| mpai rnment of goodwi | | - - (2,597)
| mpai rnent of |icences - - (117)
| mpai rment of tangi bl e assets - - (125)
| mpai rment of investments - - (3)
Loss from operations (2,204) (3,978) (10, 239)
| nvest nent i ncone 134 101 308
Fi nance costs (219) (52) (402)
Loss hefore tax (2, 289) (3,929) (10, 333)
Taxat i on - - 168
Loss after tax (2, 289) (3,929) (10, 165)

Attributable to

Equity hol ders of the parent (2,289) (3,876) (9,929
M nority interest - 53 236
Loss per ordinary share (2.8)p (7.2)p (14.7)p

- basic and dil uted

Shar e Shar e

Capi t al prem um Shar e Mer ger Accum Tr ans-
Tot al M nority Tot al

account Option reserve ul at ed
| ation I nt er est
reserve | osses reserve

£000 £000 £000 £000 £000 £000
£000 £000 £000
At 1 January
2005 726 - - 209 (1, 154) -
(219) - (219)
Changes in
equity for
2005
Loss for the
year - - - - (3,333) -
(3,333) - (3,333)
| ssue of share
capital 1, 141 11, 530 - - - -
12,671 - 12,671
Costs of issue
of shares - (1,479) - - - -
(1, 479) - (1, 479)
Shar e based
paynment s - - 304 - - -
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304 - 304
Movenent on

re-transl ation

of assets held

by overseas
subsidiaries -
(26) - (26)

At 31 Decenber

2005

(restated) 1, 867
7,918 - 7,918
Changes in

equity for

2006

Loss for the
si x nont hs -
- - (3,876)
Mnority
i nterest -

- 1, 249 1, 249

| ssue of share

capital 2,191

13, 368 - 13, 368
Costs of issue

of shares -
(804) - (804)
Movenent on

re-transl ation

of overseas

subsi di ari es -

(59) - (59)

At 30 June

2006

(restated) 4,058

16, 547 1, 249 17,796

Loss for the

si x nont hs -

(6, 053) - (6, 053)
Di sposal of

mnority

i nt er est -

- (1, 249) (1, 249)

| ssue of share

capital 20
117 - 117
Shar e based

paynment s -
(69) - (69)

Movenent on
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(804)
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304

304
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209
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re-transl ation
of overseas
subsi di ari es - -

At 31 Decenber

2006

(restated) 4,078 20,521
10, 569 - 10, 569

Changes in

equity for the
peri od ended
30 June 2007

Loss for the

si X nont hs -
(2,289) - (2, 289)
Movenent on

re-transl ation

of overseas

subsi di ari es - -

32 - 32

At 30 June 4,078 20,521
8,312 - 8,312

2007

Net cash flow from operating activities
Operating cash (outfl ow)

bef ore nmovenent in working

capital

| ncone taxes (paid) /

r ef unded

Interest paid

I nterest el enment of

finance |l ease renta

paynent s

Movenent in working capital
Decrease in receivabl es
Decrease in payabl es

235

209 (14, 416)
- (2, 289)
Unaudi t ed Unaudi t ed

six nmonths to six nobnths to

30 June 2007 30 June 2006

(restated)

£000 £000
(1, 905) (3, 724)
: (55)
(4) -
(1, 909) (3,776)
82 5, 615
(1, 066) (6, 285)
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(6, 645)
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Net cash used in operating
activities (2,893) (4, 446)

I nvesting activities

I nterest received 134 101
Acqui sition of equiprent - (5)
Acqui sition of intangibles - (124)
Net cash frominvesting

activities 134 (28)

Fi nanci ng activities
Repaynment of finance
| eases (35) -

Loans repaid - -
Proceeds fromissue of

share capital - 12,196
Net cash (used for) / from
financing activities (35) 12,196

Net (decrease)/increase in
cash in the period (2,794) 7,722

Cash and cash equival ents
at beginning of the period 6, 551 2,083

Cash and cash equival ents
at end of the period 3, 757 9, 805

1. Accounting policies
Basi s of preparation
This Report was approved by the Directors on 26 Septenber 2007.

From January 1 2007, the G oup has adopted International Financial Reporting
Standards ('IFRS') and the IFRIC interpretations in the preparation of its
consol idated financial statements. The financial statements have been prepared
under the historical cost basis. Information on the inmpact on accounting
policies and financial results resulting fromthe conversion from UK Generally
Accepted Accounting Practice ("UK GAAP') to IFRS is provided later in this
report.

Prior to 2007, the Group prepared its audited financial statenents and unaudited
interimfinancial statements under UK GAAP. From 1 January 2007, the Goup is
required to prepare annual consolidated financial statenments in accordance with
| FRS as adopted by the European Union. As the 2007 annual financial statements
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will include conparatives for 2006, the Goup's date of transition to IFRSis 1
January 2006 with the 2006 conparatives restated to | FRS. Accordingly the
financial information for the six months to 30 June 2006 has been restated to
present the conparative information in accordance with | FRS based on the
transition date of 1 January 2006.

The accounting policies applied in these unaudited half year financial
statements are those that the group expects to apply in its annual financial
statenments for the year ended 31 Decenber 2007, which will be prepared in
accordance with IFRS, and those parts of the Conpanies Act 1985 that remmin
applicabl e to conpani es reporting under |FRS.

This half yearly report does not constitute statutory accounts of the group

wi thin the neaning of section 240 of the Conpani es Act 1985. Statutory accounts
for the year ended 31 Decenber 2006, which were prepared under UK generally
accepted accounting principles (UK GAAP), have been filed with the Registrar of
Compani es. The auditors' report on those accounts was unqualified and did not
contain any statenent under section 237 (2) or (3) of the Conpanies Act 1985.
The results for the year ended 31 Decenber 2006 disclosed in this report are an
abridged version of the conpany's audited financial statenments adjusted for the
transition to |FRS. It does not constitute the Financial Statenments for that
peri od.

At the date of authorisation of this report the foll owing Standards and
Interpretati ons which have not been applied in these financial statements were
in issue but not yet effective:

| FRS 8 Operating Segments

| FRIC 8 Scope of IFRS 2 Share - based Paynent

| FRIC10 InterimFinancial Reporting and | npairnent

|FRIC 11 G oup and Treasury Share Transactions

| FRIC 12 Service Concession Arrangenents

The Directors anticipate that the adoption of these Standards and
Interpretations in future periods will have no material inpact on the financial
statenents of the G oup when the rel evant standards conme into effect for periods
comencing on or after 1 January 2008.

Goi ng Concern

The Directors have revi ewed the conpany's cash flow forecast up to Decenber
2008, taking into account all known risks and uncertainties. The necessary funds
to nmeet the capital costs of a project such as Hereford & Wircester will be

rai sed i ndependently in their entirety at financial close.

Following their review, the Directors believe that cash fl ow can be managed to
enable the G oup to continue in operational existence for the foreseeable
future. They have introduced a cost reduction programre which has significantly
reduced the rate of cash outflow Accordingly, the Going Concern basis has been

adopted for the preparation of these interimfinancial statenents.

Basi s of consolidation
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Under the share purchase agreenent dated 13 Decenber 2004 and 17 March 2005 t he
Conmpany acquired the entire issued share capital of ReEnergy USA (fornmerly
Renergy Pacific Corp.) by nmeans of a share for share exchange. As this
represented a group reconstruction, merger accounting has been used to
consol i date these conpanies and the consolidated financial statements nmerge the
financial statenents of these undertakings as if they had al ways so been owned.
Accordingly, in those years when nergers take place, the whole of the results,
assets, liabilities and sharehol ders' funds of the nerged conpanies are
consol i dated, regardl ess of the actual merger date, and corresponding figures
for previous years are re-stated.

Al'l other subsidiaries are consolidated using the purchase method and their
results are incorporated fromthe date that control passes. The difference
between the cost of acquisition of shares in subsidiaries and the fair val ue of
the separate net assets acquired is capitalised as goodw I .

Accounting policies
Goodwi | |

Goodwi I | arising on consolidation represents the excess of the cost of

acqui sition over the Group's interest in the fair value of the identifiable
assets and liabilities of a subsidiary, associate or jointly controlled entity
at the date of acquisition

Goodwi Il is recognised as an asset and reviewed for inpairnent at |east
annual ly. Any inpairnment is recognised i mediately in the i ncome statenent and
is not subsequently reversed.

O her intangible fixed assets
O her intangible fixed assets relate to the intellectual property acquired by
the Group either through licence agreenents or outright purchase. Intangible

fixed assets are stated at historical cost.

Anortisation is provided at rates calculated to wite down each asset fromthe
date of its acquisition to its estimated residual value evenly over the term of

the licence or its expected useful life, as follows:
Li cences termof the |icence
Acquired intellectual property 20 years

Tangi bl e fixed assets
Tangi bl e fixed assets are stated at historical cost.
Depreciation is provided on all tangible fixed assets at rates calculated to

wite each asset down to its estimated residual value evenly over its expected
useful life, as follows:

Est ech denonstrati on plant 5 years
Mot or vehi cl es 3 years
O her plant, machinery and equi pnent 2 to 4 years

Fi xed assets are reviewed for inpairnment when events or changes in circumstances
indicate that the carrying amount of the fixed asset may not be recoverable. An
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i mpai rnment loss is recognised to the extent that the carrying anmount of the
asset exceeds its recoverabl e amount.

| mpai rment Revi ew

Goodwi || represents the Goup's 51%investnent in Estech Europe Linmited and its
technol ogy and know how at the date of these financial statenents.

In considering the carrying values the Directors reviewed the strengthening of
the emergi ng market and the discounted value of the current pipeline of

projects, taking into account both their long termnature and the | ength of tine
it will take before they are conmi ssioned. Taking all of these factors into
account the Directors are of the opinion that goodwill is not inpaired at 30
June 2007.

Deferred taxation

Deferred tax is recognised in respect of all timng differences that have
originated but not reversed at the bal ance sheet date where transactions or
events that result in an obligation to pay nore tax in the future or a right to
pay less tax in the future have occurred at the bal ance sheet date. Timing
differences are differences between the conpany's taxable profits and its
results as stated in the financial information that arise fromthe inclusion of
gains and |l osses in tax assessnents in periods different fromthose in which
they are recognised in the financial infornmation.

Deferred tax is neasured at the average tax rates that are expected to apply in
the periods in which timng differences are expected to reverse, based on tax
rates and | aws that have been enacted or substantially enacted by the bal ance
sheet date. Deferred tax is measured on a non-di scounted basis.

Forei gn currencies

Assets and liabilities in foreign currencies are translated into sterling at the
rates of exchange ruling at the bal ance sheet date. Transactions in foreign
currencies are translated into sterling at the rate of exchange ruling at the
date of the transaction. Exchange differences are taken into the profit and | oss
account for the year

The financial statenents of foreign enterprises are translated into sterling
usi ng the tenporal nethod, whereby nonetary assets and liabilities are
translated at the cl osing exchange rate and non-nonetary assets are transl ated
at their historic rate. The resulting exchange difference is taken directly to
the profit and | oss reserve.

Share based paynents

The Group has issued equity-settled share-based paynents to one enpl oyee.
Equity-settl ed share-based paynents are neasured at fair value at the date of
grant. The fair value determned at the grant date is expensed on a
straight-line basis over the vesting period, based on the Goup's estinate of
shares that will eventually vest. The assunptions underlying the nunber of

awar ds expected to vest are subsequently adjusted to reflect conditions
prevailing at the bal ance sheet date. At the vesting date of an award, the

cunul ative expense is adjusted to take account of the awards that actually vest.

Equity-settl ed share-based transactions with parties other than enpl oyees and
those providing sinilar services are nmeasured at the fair value of goods or
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servi ces provided, unless this cannot be reliably nmeasured in which case the
transaction is neasured at the fair value of the equity instrument granted.

Leased assets and obligations

Where assets are financed by | easing agreenents that give rights approximating
to ownership (finance | eases), the assets are treated as if they had been
purchased outright. The anount capitalised is the present value of the m ninmm
| ease paynments payable during the lease term The correspondi ng | easing
comitnents are shown as obligations to the | essor

Lease paynments are treated as consisting of capital and interest elenents, and
the interest is charged to the profit and | oss account in proportion to the
remai ni ng bal ance out st andi ng.

Al'l other |leases are operating | eases and the annual rentals are charged to
profit and loss on a straight line basis over the | ease term

Pensi on costs

The G oup makes paynents on behalf of certain enpl oyees to personal pension
pl ans. The pension costs charged in the financial statements represent the
contributions payable by the Group for the period.

Fi nance costs

Fi nance costs of debt are recognised in the incone statenent over the term of
the instrunment at a constant rate on the carrying amount.

Research and devel opnent

It is the Goup's policy to wite off research and devel opment expenditure in
the period in which it is incurred.

2. Events after the bal ance sheet date

2.1 On 16 July 2007, ReEnergy G oup plc (the "Conpany") nade a
recommended offer for the entire issued share capital of Estech Europe Linted
("Estech") (the "Estech Shares") other than the Estech Shares already owned by
the Conpany (such Estech Shares ampbunting to 51 per cent. of the issued share
capital of Estech). In addition to the transfer of the Estech Shares, the terns
of the reconmended offer included, inter alia, provisions for the transfer of
the rights arising fromthe sharehol der | oans nade by the minority sharehol ders
of Estech to Estech ("Loan Rights"). Further, the terns of the recomended offer
required the mnority shareholders to enter into a deed of term nation and

rel ease relating to the acquisition agreenent pursuant to which the Conpany
originally acquired its interest in Estech and a | ock-in deed prohibiting the
m nority sharehol ders who accepted the offer from di sposing of any interest in
the Conpany's shares issued to themfor a period of 12 nonths from July 2007.
The accepting sharehol ders were also required to enter into agreenents which
contain certain restrictions on conpeting with the Conpany's business for a
certain period of tinme.

In consideration of the transfer of the Estech Shares and the Loan Rights, along
with the entering into of the above nentioned agreenents, the Conpany agreed to
i ssue shares in itself, along with prom ssory notes, to each of the accepting

m nority shareholders in proportion to their Estech sharehol di ngs and
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shar ehol der | oans (as applicable). The prom ssory notes offer the mnority
sharehol ders a right to participate in the Conpany's future success. The terns
of the prom ssory note provide for, inter alia, paynments to be nade to the

m nority shareholders in relation to certain autocl ave projects on the happening
of defined events.

On 23 July 2007, the Company had received valid acceptances of the offer froma
majority of the minority sharehol ders. To date, Estech LLC, which holds Estech
Shares equating to 1.6% of the issued share capital of Estech, has not validly
accepted the offer. Estech LLC have been served a statutory notice advising them
that they have until 1 Cctober 2007 to accept the offer. If they do not accept
the offer within this period, the Conpany is able to conpul sorily acquire their
shares pursuant to the compul sory acquisition procedure prescribed by | aw

2.2 On 27 April 2007 and as part of the collaboration with APIL, the
Company submitted an alternative PFI proposal to Hereford & Wrcester based on
Est ech Europe's market | eadi ng autoclaving technology. On 7 Septenber 2007,
together with APIL, the Company submitted a further proposal to the Councils for
the establishnent of a nerchant plant at the Hartlebury site, which is owned by

Worcestershire County Council. This site has planning perm ssion and a waste
managenent |icence for an Estech Europe autocl aving plant. The Conpany is now in
di scussion with Wrcestershire County Council in respect of that nerchant plant
facility.

2.3 Earlier in the year, in line with the Goup's decision to reduce
costs, the Conpany proposed to Pirelli a noratoriumon the Technical Services

Agreenment fees while efforts to re-classify RDF as a non-waste continue. The
Company ceased payi ng Techni cal Services fees from July 2007 which represents a
mat erial cost saving. The parties are in negotiation for the replacenent of the
exclusive licence with a non-exclusive licence. The parties will maintain the
potential to forma joint venture when a suitable project is secured.

3. Loss per share
Loss per share is based on a loss after taxation of £2,289, 000 (2006: 3,876, 000)

and on 81, 553,460 (2006: 53,778,700) ordinary shares, being the cal cul ated
wei ght ed average nunber in issue during the six nonths ended 30 June 2007

Unaudi t ed Unaudi t ed Audi t ed
6 nonths to 6 nonths to Year ended
30 June 2007 30 June 2006 31 Decenber
2006
No. No. No.
Basi ¢ wei ght ed average numnber
of shares 81, 553, 460 53,778, 700 67,502, 136

The loss for the period and the wei ghted average nunber of ordinary shares for
calculating the diluted earnings per share is identical for all periods to those
used for the basic earnings per share. This is because the outstandi ng share
options woul d have the effect of reducing the |oss per ordinary share and woul d
therefore not be dilutive under the terns of Financial Reporting Standard No.

22.

4. I mpact of the first time adoption of |FRS
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The Group's financial statenents for the year ended 31 Decenber 2007 will be the
first annual financial statements which conply with I FRS. These interim
financi al statenents have been prepared on the basis set out in note 1.

The Group's transition date is 1 January 2006. The Group prepared its opening
bal ance sheet at that date.

The reporting date of these interimconsolidated financial statenments is 30 June
2007.

The reconciliations on pages 15 to 19 provide an explanation of the effect of
the transition to | FRS

| npact of the first time adoption of |IFRS (continued)

Bal ance sheet reconciliation at 1 January 2006

UK GAAP Ef fect of | FRS
transition
to | FRS
£000 £000 £000

ASSETS
Non-current assets
Goodwi | | 26, 048 - 26, 048
O her intangible assets 2,522 - 2,522
Property, plant and equi pnent 359 - 359
| nvest nent 3 - 3

28,932 - 28,932
Current assets
Trade and ot her receivables 5, 926 - 5,926
Cash and cash equival ents 2,083 - 2,083

8, 009 - 8, 009
Total assets 36, 941 - 36, 941
EQUI TY AND LI ABI LI TIES
Share capital 1, 867 - 1, 867
Share prem um 10, 051 - 10, 051
Share option reserve 304 - 304
Mer ger reserve 209 - 209
Accunul at ed | osses (4,513) - (4,513)

7,918 7,918
M nority interest 1, 302 - 1, 302
Total equity 9,220 - 9, 220
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Current liabilities

Trade and ot her payabl es 9,134 - 9,134

Non-current liabilities

Trade and ot her payabl es 18, 587 - 18, 587
Total liabilities 27,721 - 27,721
Total equity and liabilities 36, 941 - 36, 941

| npact of the first tinme adoption of |IFRS continued

Bal ance sheet reconciliation at 30 June 2006

UK GAAP Ef fect of | FRS
transition
to I FRS
£000 £000 £000

ASSETS
Non-current assets
Goodwi | | 25,513 659 26, 172
O her intangible assets 2, 347 - 2,347
Property, plant and equi prent 301 - 301
I nvest nent 3 - 3

28,164 659 28, 823
Current assets
Trade and ot her receivables 311 - 311
Cash and cash equival ents 9, 805 - 9, 805

10, 116 - 10, 116
Total assets 38, 280 659 38, 939
EQUI TY AND LI ABI LI TI ES
Share capital 4,058 - 4,058
Share prem um 20, 424 - 20, 424
Share option reserve 304 - 304
Mer ger reserve 209 - 209
Transl ati on reserve (85) - (85)
M nority interest 1, 249 - 1, 249
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Accunul at ed | osses

Total equity

Current liabilities

Trade and ot her payabl es

Non-current liabilities

Trade and ot her payabl es

Total liabilities

Total equity and liabilities

| npact of the first time adoption of

(9, 022)

| FRS conti nued

Reconciliation of inconme statenent six nonths to 30 June 2006

Revenue

Admi ni stration expenses

| mpai rnment of goodwi | |

| mpai rnent of |icences

| rpai rnent of tangible assets
| mpai rment of investments

Loss from operations

| nvest nent i ncone
Fi nance costs

Loss before tax

Taxat i on

Loss after tax

M nority interest

Loss retained for the period

UK GAAP

£000

(4, 637)

(4, 637)

101
(52)

Ef f ect of
transition

to | FRS

£000
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£000
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Loss per ordinary share - basic

and
dil uted

(8.4)p 1.2p

I mpact of the first time adoption of |IFRS continued

Bal ance sheet reconciliation at 31 Decenber 2006

ASSETS

Non-current assets

Goodwi | |

O her intangible assets
Property, plant and equi pnent
I nvest nent

Current assets
Trade and ot her receivables
Cash and cash equival ents

Total assets

EQUI TY AND LI ABI LI TI ES
Share capital

Share prem um

Share option reserve
Mer ger reserve

Transl ati on reserve
Accunul ated | osses

Total equity

Current liabilities

Trade and ot her payabl es

Non-current liabilities

Trade and ot her payabl es
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UK GAAP Ef f ect of
transition
to | FRS
£000 £000
21,184 1,115
1,781 -
76 -
23, 041 1, 115
405 -
6, 551 -
6, 956 -
29, 997 1, 115
4, 078 -
20,521 -
235 -
209 -
(27) (31
(15, 562) 1, 146
9, 454 1, 115
3,691 -
16, 852 -

(7.2)p
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Total liabilities

Total equity and liabilities

| npact of the first tinme adoption of

Reconciliati on of

| FRS conti nued

UK GAAP
£000
Revenue -
Adm ni stration expenses (8, 643)
| npai rnent of goodwi || (2, 466)
| npai rnment of |icences (117)
| npai rment of tangi bl e assets (125)
| mpai rment of investnents (3)
Loss from operations (11, 354)
I nvest nent i ncone 308
Fi nance costs (402)
Loss before tax (11, 448)
Taxation 168
Loss after tax (11, 280)
M nority interest 236
Loss retained for the period (11, 044)
Loss per ordinary share - basic
and (16.4)p

di | uted

i ncome statement year ended 31 Decenber 2006

Ef fect of

transition

to | FRS
£000

This information is provided by RNS

The conpany news service fromthe London Stock Exchange

END

| FRS

£000

(7,397)
(2,597)
(117)
(125)
(3)

(10, 239)

308
(402)
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