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ReEner gy, the waste managenent, sustainable energy and water treatnent conpany,
today announces prelimnary results for the 12 nonths ended 31 Decenber 2006.

Fi nanci al summary

For the year ended 31 Decenber 2006 2005
Revenue Ni | Ni

Adm ni strative expenses - which include: (11, 354) (2, 795)
| mpai rment of goodw | | (2,466) -
I mpai rment of |icenses (177) -
| npai rment of tangi ble assets (125) -
| mpai rment of investnents (3) -
Acqui sitions in the year - (327)
Qperating | oss (11, 354) (2, 795)
Loss per ordinary share - pence (16. 4) (17.9)

Operational Highlights

* Formal agreenent with AMEC to col | aborate on waste nanagenent
opportunities

e In conjunction with AMEC we have submitted a revised proposal to
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Heref ord and Wrcester Councils to establish a new dial ogue

 Agreenent, subject to sharehol der approval, to acquire the mnority 49%
sharehol ding in Estech Europe Ltd. ("Estech Europe"), the Fibrecycl eTM
aut ocl ave conpany.

* Devel opi ng a nunber of opportunities for nmerchant autocl ave plants

* ReEnergy Desalination Inc. ("RDI") signed agreenents with two maj or
contracting/technol ogy partners to coll aborate on seawater desalination
proj ects

* RDI achieved preferred bidder status on a project in Mexico and secured
a small contract to operate a desalination plant in California

* Andy Biffen has joined the Board as Chief Operating Oficer of the
G oup' s waste managenent busi ness

e Dr. Grant Jones has joined the Board as Chief Operating Oficer of
ReEnergy USA Inc. and as Chief Executive Oficer of the Goup' s water
desal i nati on busi ness

Roger Hewitt, ReEnergy's Executive Chairman said: "W have conpleted a strategic
revi ew of the business and the changes that we have inpl enented have reduced
expendi ture and accel erated project devel opnment. Wth our focus firmy on the
aut ocl ave technol ogy within Estech Europe Ltd. we have taken the opportunity to
acqui re, subject to sharehol der approval, the remaining 49% of the sharehol ding
so that we have full control of the conpany. As part of our collaboration with
AMEC we have submitted a new proposal to Hereford and Wircester that we believe
will neet their previous concerns and we intend to pursue further projects in
col l aboration with AMEC. W also intend to establish nerchant plants to take
advant age of this devel opi ng market and are now naki ng consi derabl e progress in
t aki ng our business forward."

For further information, please contact:

ReEnergy G oup plc +44 (0)20 7432 0340
Roger Hewi tt
Strand Partners Limted +44 (0)20 7409 3494

Si nron Raggett
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Cardew G oup +44 (0)20 7930 0777

Ant hony Car dew

Notes to editors

ReEnergy offers a nunber of solutions to neet the rapidly growi ng demand in
these sectors for technol ogies that are consi dered sustai nable and
resource-efficient. These include:

*Fi brecycl eTM technol ogy that separates, recycles and sanitises mnunicipa
solid waste (MSW, producing a multi-use fibre product (Europe and UK
excl udi ng Scot | and)

*Pirelli's advanced environmental technologies to produce a highly
calorific refuse derived fuel (RDF) for use as an alternative to coal in
t hernoel ectric power plants and cenent kilns (UK only)

*Ni che desalination plants (worl dw de)

Chairman' s | ntroducti on

Since Adm ssion in Decenber 2005, the G oup has encountered a nunber of
setbacks. In ny last Annual Report | explained the issues |eading up to the
re-financing in April 2006. Although the additional round of fund raising was
successful, it was a nmajor distraction for senior managenent and i npacted on our
ability to deliver our business goals as outlined at the tinme of our |IPO
Fol | owi ng the decision by the Councils of Hereford and Wrcester to halt
negoti ati ons over the waste supply contract, the Board conducted a strategic
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revi ew of the business and has inplenented changes that will reduce expenditure
and accel erate project devel opnent.

Ref i nanci ng

In April it becane necessary to go back to our sharehol ders and raise further
funds. This successful re-financing took place between 11 April 2006 and 24
April 2006, during which tinme trading in the Conpany's shares was suspended. The
re-financing rai sed £12, 750,000 at 30 pence per share. | was very pleased and
encouraged by the support that we received fromour existing institutional
sharehol ders as well as from Consensus Busi ness Group. Qur shares were
re-admtted to trading on 25 April 2006.

We gave existing sharehol ders the opportunity to subscribe for shares on the
sane terns as above where we were permtted to do so by the rel evant security
regulations. In response to this a further 386,560 ordinary shares in total were
i ssued to 13 sharehol ders at 30 pence per share raising a total of £115, 968.

Board Changes

Brian Harcourt, a significant sharehol der in Boston Equities International,
resi gned as Executive Deputy Chairman of the Conpany on 21 April 2006 and | eft
t he board of Directors.

During the period under review, the G- oup recruited Robert Snyth as Fi nance
Director and Tony Morgan and Wayne Keast joined the board as Non- Executive
Directors in Septenber 2006.

Paul Craven, Chief QOperating Oficer of the Goup, resigned fromthe Board on 30
April 2007 to pursue other interests.

As announced on 1 May, Andrew Paul Biffen and Dr. Grant Harvey Jones were
el ected to the Board with effect from 30 April 2007.

Andrew Bi ffen, previously the Goup's Director of Engineering, has assuned the
role of Chief Qperating Oficer of the Goup' s waste nmanagenent activities

i ncluding responsibility for the relationship with Pirelli Anmbiente and Estech
Europe Ltd. Previously Andrew worked for the Central Electricity Generating
Board, National Power and International Power plc where he worked on mgjor
energy projects (including waste to energy) as well as in business devel opnent.
Andrew was a Director of International Power Italia Srl.

Dr. Grant Jones is currently Chief Operating Oficer of ReEnergy's activities in
the United States and Chief Executive Oficer of ReEnergy Desalination Inc. and
will continue to fulfil both roles. Previously G ant worked for National Power
and I nternational Power in business devel opnment and conmuni cati ons.

Howard Flight, our Senior |ndependent Non-Executive Director has advised that he
will not stand for re-election to the Board at the Annual General Meeting and
will therefore retire fromthat date. The Board is grateful to Howard for his
advi ce, hel p and support.
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Tony Morgan will assunme the role of Senior |ndependent Non-Executive Director
and will be chairman of the Audit and Renuneration Conmttees. Wayne Keast w ||
al so be a nenber of those Commttees.

Steve Miueller will continue as a Non-Executive Director of the G oup and as a
nmenber of the Audit and Renuneration Conmttees.

Her ef ord and Wbrcester

During the course of the year under review, significant efforts were
concentrated on seeking to reach financial close on the Hereford and Wrcester
project. The goal of this project is to use the Estech Europe Ltd. ("Estech

Eur ope") Fi brecycl eTM aut ocl ave technology to divert up to 80% of the |oca
Muni ci pal Solid Waste ("MSW ) stream away from |l andfill. Consi derable work was
carried out in devel oping an engi neeri ng procurenent and construction ("EPC")
contract for the project. In addition conpetitive proposals were negotiated for
the funding of the required debt and equity financing structures for the
project. Planning perm ssion has been granted for two sites which would have a
handl i ng capacity of 200,000 tonnes of waste per annum and one of these sites
has al so secured a waste nanagenent |icence that is essential for processing to
t ake pl ace.

However, and as announced in ReEnergy's tradi ng update of 13 Decenber 2006,
Her ef ord and Worcester Councils notified us that they were halting the
negotiations on this project with Estech Europe.

Since the year end, as explained |later, the G oup has re-established contact
wi th the Councils.

Strategi c Review

Foll owi ng the tradi ng update of 13 Decenber 2006, the Board conducted a
strategic review of all Goup activities, both in the United Ki ngdom and
overseas. The review confirned the Goup's belief in the outstandi ng market
opportunities for both our waste managenent and seawat er desalination
technol ogi es. Accordingly, the Board resolved to focus its activities on two
core business units: Estech Europe, and ReEnergy Desalination Inc. ("RDI "), the
G oup' s whol | y-owned seawat er desal i nati on business located in the United

St at es.

The review determ ned that strategic alliances were the way forward for both
busi ness segnents. Based upon the relationship forged during the work done in
devel opi ng the EPC contract for the Hereford and Wircester project, ReEnergy

G oup and Estech Europe, have entered into a Menorandum of Understanding with
AMEC I nvestnents Limted, a wholly-owned subsidiary of AMEC plc ("AMEC') to work
together to bid for and devel op projects utilising the Estech Europe

Fi brecycl eTM pr ocess.

In order to provide a full desalination project devel opment service, RD has
signed key strategic alliances wth two | eading suppliers of equi pnment and
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operati onal expertise: (a) Doosan Hydro Technol ogy Inc, a Florida based
subsi di ary of Doosan Heavy Industries & Construction Co. Ltd., one of the

worl d's | argest suppliers of desalination systens and specialists in the design
and construction of reverse osnosis water treatnent plants; and (b) Desalination
Mar keting Services Ltd., a fully owned subsidiary of Water Services Corporation,
the public water utility of Malta which is one of the world' s nost experienced
operators of desalination equi pnent.

Acqui sition of mnority shareholders interest in Estech Europe

Post year end, in June 2007, with the focus of our business firmy on the

aut ocl ave technol ogy within Estech Europe, we have taken the opportunity to
acquire the interests of the mnority sharehol ders of that conpany in order to
have conpl ete control of the business. W originally acquired 51% i n Decenber
2005. The consideration to be paid to conplete the purchase of 100% of the
sharehol ding is:

- the issue of a further 14,000,000 ordinary shares in ReEnergy (in
addition to the 6,253,333 shares to which the mnority sharehol ders of Estech
Europe are entitled under the existing sale and purchase agreenent);

- capital paynents on projects which reach financial close by the end
of 2012; and

- an earn-out equivalent to 1% of the gate fees received fromthe
operation of these projects over their first five years of operation.

This is being affected by way of an offer to the mnority shareholders which is
bei ng recommended by the najority of the mnority sharehol ders. W have al ready
recei ved irrevocabl e undertakings to accept the offer in respect of

approxi mately 96% of the mnority sharehol ding. Under the terns of the offer,
the mnority shareholders will receive a conbination of shares in ReEnergy and
prom ssory notes pursuant to which paynents will be nmade on the cl osure of
projects by Estech Europe. The terms of the offer will be put to the ReEnergy
sharehol ders at the forthcom ng annual general neeting and we have received

i rrevocabl e undertakings or letters of intent to vote in favour of the offer
from approxi mately 53% of the ReEnergy sharehol ders.

Until this offer receives the approval of the ReEnergy sharehol ders at the AGMV

it remains conditional.

Fi nanci al Overvi ew

The G oup's expenditure for the period under review was consistent wth budgets,
with the highest |evel of expenditure being incurred in connection with project

and busi ness devel opment across the Group's activities.

Foll owi ng the strategic review a progranme of major cost reductions has been

i npl emented that is consistent with that strategy. This review also led to the
foll ow ng inpairnent charges:

http://www.londonstockexchange.com/L SECWS/I FSPages/M arketNewsPopup.aspx 7id=1507972& source=RNS (6 of 19)30/07/2007 15:31:38



Market News

Goodwi | | £2, 466, 000
Li cences £117, 000
Tangi bl e assets £125, 000
| nvest nent s £3, 000

After making these charges for inpairnment the underlying | oss from continuing
operations in the year to 31 Decenber 2006 was £8, 643, 000.

The Board is confident that, as a result of these cost reductions, the G oup has

sufficient cash reserves to allowit to fulfil its strategy for at |east the
next 12 nont hs.

Operati onal Revi ew

Est ech Europe

Engl and and Wal es produce c. 30 mllion tonnes per annum of MSW This volune is

growi ng at c. 3% per annumand at current rates production wll increase
significantly by 2020. Circa 69% of MSWin England and Wales is stil

landfilled. Landfill is regarded by the European Uni on as an unaccept abl e net hod
of disposal and the 1999 Landfill Directive requires that by 2010 the vol une of

MW sent to landfill mnust be reduced to 75% of 1995 | evels, by 2013 to 50% and
by 2020 to 35%

Est ech Europe provides an environnentally friendly process solution to the above
targets that has been identified as a Best Practicable Environnental Option for
dealing with MSW The process involves the sanitisation of MSWthrough a steam
aut ocl avi ng process that allows for the recovery and recycling of netals,

pl asti cs and aggregates, |leaving a small anount of residue (typically |less than
209 for final disposal to landfill.

Estech Europe has built a 1-tonne per hour fully operational pilot plant that
has so far carried out over 350 processing cycles. The standard Estech Europe

Fi brecycl eTM 100, 000 tonnes per annum MSW processing plant is based upon two
aut ocl aves each of 20 tonnes capacity. This design has now been devel oped as the
detai |l ed standard generic Fibrecycl eTM pl ant.

Contract negotiations between Estech Europe and the councils of Hereford and
Wrcester for the provision of two FibrecycleTM plants were halted i n Decenber
2006.

As part of collaboration with AVEC we have submitted an alternative proposa
based on Estech Europe's market |eadi ng autocl ave technol ogy that we believe
overcones the Councils' earlier concerns and we intend to pursue a new di al ogue
with Hereford and Wircester.

As previously reported Estech Europe has pre-qualified with VI Goup plc for a
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wast e managenent project in Wakefield and Estech Europe is continuing to support
this bid.

Several nerchant plant opportunities have been identified which the Board
believes will create the opportunity to accelerate revenue streans and these are
bei ng actively devel oped. This is an area that we will be concentrating on in
the year ahead. As of Cctober 2007, landfill diversion requirenments wll apply
to comercial and industrial waste as well as to MSWand this will make
avai l abl e significant additional volumes of waste as conplenentary |oading to
mer chant pl ants.

Pirell

Activity during the year under review has been primarily focused on efforts to
pronote Refuse Derived Fuel ("RDF") as a product and therefore usable and
commercially viable as a fuel. The categorisation as a fuel would renove the
obligation for any process burning the RDF to conply with the Waste | ncineration
Directive. Pirelli already has the benefit of an exenption in Italy to utilise
the RDF in combustion processes outside of the Waste Incineration Directive. The
process to secure this categorisation by the European Conmi ssion has nmet with
sone difficulty. ReEnergy continues to believe that the future for RDF nust be
by application within Waste Incineration Directive conpliant processes but that
the potential for such RDF applications remains considerable albeit in the

| onger term The G oup does not expect this licence to generate revenue for the
G oup in the imedi ate future.

Thermal Recovery Unit ("TRU")

The consi derabl e del ays by the devel oper of the TRU process in producing a unit
for installation within the Goup's European nmarket has been the source of
consi der abl e di sappoi ntnent. Accordingly, follow ng the strategic review, the
Board determ ned that activities with this process should cease for the
foreseeabl e future.

ReEner gy Desalination Inc.

RDI is an international project devel oper that provides cost effective solutions
for the delivery of high quality, reliable and sustai nable water to industrial/
institutional facilities, resort/residential conplexes and nunicipalities. RDI
enpl oys a design, build, own and operate nodel designed to generate profits from
the sale of desalinated water to customers under |ong-term water sales

contracts, from project devel opnment fees and from operati on and nai nt enance
agreenent s.

In the short term the conpany will focus its efforts in four broad markets,
nanmely (i) Mexico, (ii) the Bahamas and the Caribbean, (iii) Peru and Chile and
(iv) the Mediterranean rim in particular Turkey, Geece, Cyprus and certain
countries in North Africa. In addition, RDI has a presence in Australia, where
wat er shortages are acute and the di stances between major towns are | arge,
supporting a distributed desalination approach.
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RDI is currently progressing a nunber of project opportunities with its alliance

partners. Two front

Mexi co,

running projects are:

the Trunp Ccean Resort
a hotel -serviced luxury resort conprising a proposed devel opnent of 585

in Tijuana,

condom niuns and leisure facilities requiring a phased desalination capacity of
up to 660 nB per day and where we have already agreed a devel opnent contract;

and the Shougang H erro m ne project in Peru,
capacity of 16,000 nB per day for its ore refining process.
concl uded a smal |l but
private estate in Pebble Beach, California.

Qut | ook
The year under

di sappoi ntnments and | am i mensely grateful
conti nued patience and support. However, it

review has been difficult and not w thout significant
to our shareholders for their
is inmportant that we do not

whi ch requires a desalination
In addition we have
i nportant contract to operate a desalination plant on a

| ose

sight of the fact that the markets in which the G oup operates continue to

present consi derabl e opportunity for our technol ogies.

The alliances that we

have fornmed during the year have strengthened our position to exploit the market

in the future in providing strong contracting capability with the skill
The markets within which Estech
but both ones where

irrefutably unfold. Qur businesses wll

track record to deliver successfu
Europe and RDI operate are stil
consi derabl e potential wll

proj ect s.
relatively inmature,

and

remai n

focused on securing val uabl e and deliverable projects with revenue streans to

sustain the forward devel opnment of the G oup. This wi ndow of opportunity
ReEnergy and its sharehol ders.

under pi ns consi derabl e future benefit for

Not es

Adm ni strative expenses - which include:
| mpai rment of goodw | |

| mpai rment of |icenses

| npai rment of tangi ble assets

| mpai rment of investnents

Acqui sitions in the year

Qperating Loss

| nterest receivabl e
I nt erest payabl e

Loss on ordinary activities before taxation
Taxat i on 4

Loss on ordinary activities after tax

2006
£000

(11, 354)

(11, 280)
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Mnority interest

Loss retained on ordinary activities after tax and
mnority interest

Loss per ordinary share - basic and dil uted 2

(11, 044)

(16.4)p

(3,333)

(17.9)p

The Operating Loss for the year arises fromthe Goup's continuing operations.

Consol i dated Statenent of Total Recogni sed Gai ns and Losses

for the year to 31 Decenber 2006

Loss for the period

For ei gn exchange differences on retransl ation
of subsi di ary undert aki ngs

Total recognised gains and | osses relating to the year

Not es
Fi xed assets

I nt angi bl e assets 5
Tangi bl e assets
| nvest nent s

Current assets

Debt ors due within one year
Cash at bank and in hand

Creditors: amounts falling due within one year
Net current assets

Total assets less current liabilities

2006
£000
(11, 044)

£000
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Creditors:
year

Net assets

Capital and reserves:
Call ed up share capita
Share prem um account
Share option reserve
Mer ger reserve

Profit and | oss account

Shar ehol ders' funds

Mnority interest
Tot al

capi tal enpl oyed

Approved by the Board on 15 June 2007

Net cash outflow from operating activities
Returns on investnents and servicing of finance
recei ved

pai d
el enent of finance | ease rental

I nt er est
| nt erest
I nt er est paynment s
Net cash inflow (outflow) fromreturns on

i nvest ment s

and servicing of finance

Taxati on

Capi tal expenditure and financial investnent
Paynents to acquire tangible fixed assets
Payments to acquire intangible fixed assets

Loan nmade

Net cash outflow fromcapita
and financial investnent

expendi ture

anounts falling due after nore than one

Not es

(16, 852

209
(15, 589

2

£

(9,

(2,

(2,
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) (18, 587)

9, 220

1, 867

10, 051

304

209

) (4,513)

7,918

1, 302

9, 220
006 As
rest at ed
2005
000 £000
110) (1, 646)
290 28
(9) -
(3) (437)
278 (409)
117 -
(8) (39)
000) (147)
- (1, 000)
008) (1, 186)
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Acqui sitions & disposals

Pur chase of subsidi ary undert aki ngs
Net cash acquired wth subsidiaries

Net cash outfl ow from acquisitions
Cash outfl ow before financing

Fi nanci ng

Net proceeds fromissue of shares
| ssue of convertible | oan notes
Repaynment of finance |eases

Loans repaid

Net cash inflow from financing

I ncrease in cash

Reconciliation of net cash flow to novenent

debt :
Increase in cash in year

Cash outflow / (inflow) fromincrease in debt and

| ease financing

Change in net debt resulting fromcash fl ows
Loans and finance | eases acquired with subsidiaries

Loans converted into shares
Transfer of finance | eases
Loan interest added to capital
Transl ation difference

Movenent in funds in year
Openi ng net debt

G osing net funds/ (debt)

1. Accounti ng policies
The princi pal accounting policies,

fol | ows:
Basi s of preparation

(10, 723)

17, 668
( 8£’>)
(2, 394)

(4, 021)

2,354
3, 926

(1, 667)
(8, 036)
3, 926

whi ch have been consistently applied in the
G oup's financial information throughout the period under review, are as

The prelimnary results for the year ended 31 Decenber 2006 have been extracted

from audited accounts whi ch have not yet been delivered to the Registrar of

Conpani es. They have been prepared on the basis of the accounting policies set

out in the Goup's 2005 Financi al Statenents,
consi stently throughout the year and precedi ng year,

of whi ch have been applied
except for the anmendnent

requi red by the adoption of FRS 25 (see below). The statutory accounts of the
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Company for the year ended 31 Decenber 2005, on which the auditors have given an
unqual i fi ed opi nion, have been filed with the Registrar of Conpanies. The
financial information set out in this Prelimnary Announcenent does not
constitute statutory accounts for the year ended 31 Decenber 2006 or 31 Decenber
2005 within the nmeaning of section 240 of the Companies Act 1985. The financi al
information for the year ended 31 Decenber 2006 is derived fromthe statutory
accounts for that year. The report of the auditors on the statutory accounts for
the year ended 31 Decenber 2006 was unqualified and did not contain a statenent
under Section 237 of the Conpanies Act 1985.

Goi ng Concern

On 25 April 2006 the Conpany raised £12,750,000 fromlInstitutional |nvestors and
at 31 Decenber 2006 had a cash bal ance of £6,551,000. The Directors have

revi ewed the conpany's cash flow forecast up to Decenber 2009, taking into
account all known risks and uncertainties. The necessary funds to neet the
capital costs of a project such as Hereford & Wircester will be raised

i ndependently in their entirety at financial close.

Following their review, the Directors believe that cash fl ow can be nmanaged to
enabl e the Group to continue in operational existence for the foreseeable
future. They have introduced a cost reduction programe which shoul d
significantly reduce the rate of cash outflow Accordingly, the Going Concern
basi s has been adopted for the preparation of these accounts.

Prior year adjustnment - adoption of new accounting policies

The Group has adopted FRS 25 - Financial Instrunents and FRS 26 - Fi nanci al

I nstrunents - Recognition and Measurenent during the year ended 31 Decenber 2006
and has anended prior year conparisons accordingly. As a result, the 31 Decenber
2005 bal ance sheet has been restated to disclose the anbunt of £17,927, 000
previously categorised as part of equity in respect of shares to be issued as
creditors falling due after nore than one year.

Fi nanci al instrunents are recogni sed based on the substance of the transactions.

Def erred and contingent consideration payable in relation to acquisitions is
assessed at each period end and the Directors' estimate of the fair value of the
anount payabl e is adjusted accordingly through goodw I |

Basi s of consolidation

Under the share purchase agreenent dated 13 Decenber 2004 and 17 March 2005 the
Conmpany acquired the entire issued share capital of ReEnergy USA (fornerly
Renergy Pacific Corp.) by neans of a share for share exchange. As this
represented a group reconstruction, nerger accounting has been used to
consol i date these conpani es and the consolidated financial statenents nerge the
financial statenments 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,
asset s,

liabilities and sharehol ders' funds of the nmerged conpani es are consol i dat ed,

regardl ess of the actual nerger date, and corresponding figures for previous
years are re-stated.
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Al'l other subsidiaries are consolidated using the acquisition nethod and their
results are incorporated fromthe date that control passes. The difference

bet ween the cost of acquisition of shares in subsidiaries and the fair val ue of
the separate net assets acquired is capitalised as goodw | |.

The consolidated results for the conparative period ended 31 Decenber 2005
reflect those of the Conpany and Renergy Pacific Corporation for the whole
period. The results of ReEnergy Desalination Inc. (fornerly Gases d obal Systens
Inc.) had been included from 25 August 2005 with Oases U K Ltd and ReEnergy

U K Ltd. being included from 26 August 2005. No results had been included for
Estech Europe Ltd., Estech Qperations Ltd., Tass Environnental Technol ogy Ltd.
and The Fi brecycle Conpany Ltd as these conpanies were only acquired on

30 Decenber 2005. Bal ance sheets only had been consolidated in the G oup
accounts as at the 31 Decenber 2005 for these three conpanies.

Al'l financial statenments are made up to 31 Decenber 2006

Goodwi | |

Goodwi I | is stated at cost |ess accunul ated anortisation and any inpairment in
value. Cost is the difference between the fair value of the consideration paid
on acquisition and the fair value of the net assets acquired. Anortisation is
calculated to wite off the goodwill on a straight line basis over its estinated
useful life. This is currently 20 years. Goodwi Il is reviewed for inpairnment at
the end of the first full year follow ng acquisition and in other periods if
events or changes in circunstances indicate that the carrying value may not be
recover abl e.

| npai r ment Revi ew

Goodwi I'| of £2,466,000 in relation to Cases U K was fully inpaired in the year,
as was a licence of £117,000 in ReEnergy USA

A review of the remaining goodwi Il and intangi bl es has been carried out and
consi dered by the Directors. This review was conducted on |licences with a
witten down value of £1,781,000 and goodwill with a witten down val ue of
£21, 184, 000.

Goodwi I | arises fromthe Goup's 51%investnment in Estech Europe Limted and
primarily represents its technol ogy and know how.

In considering the carrying values the Directors reviewed the strengthening of

t he enmergi ng market and the discounted val ue of the current pipeline of

projects, taking into account both their Iong termnature and the I ength of tine
it wll take before they are conm ssioned. Taking all of these factors into
account the Directors are of the opinion that goodwill is not inpaired at 31
Decenber 2006.

2. Ear ni ngs per Ordinary Share

Basi ¢ earnings per share is calculated by dividing the loss for the financi al
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year of £11, 044,000 (2005: £3,333,000) attributable to ordinary sharehol ders by
t he wei ghted average nunber of ordinary shares in issue of 67,502,136 (2005:
18,659,949). There is no dilutive effect of shares to be issued due to the | oss
arising in the year.

3. Segnent al anal ysi s

Al'l of the Group's operating activities relate to the devel opnent of its

busi ness as a waste managenent, renewabl e energy and water desalination
technol ogy provider. Since all of the Goup's projects are at a devel opnent al
phase with a simlar risk and reward profile the Directors do not believe it is
nmeani ngful to define reportable segnents by nature of the renewabl e resource
under devel opnment. Accordingly, in this devel opnent phase, the Directors
consider there is only one reportabl e business unit. The operating | osses and
net liabilities inrelation to the G oup's activities have been incurred
primarily in Europe and the US as presented bel ow

Operating Loss
2006 2005
£000 £000

Eur ope (10, 132) (2, 245)
us (1, 222) (550)

Tot al (11, 354) (2, 795)

Net Assets/(Liabilities) 2006 As
restated

2005

£000 £000

Eur ope 9,420 9, 083
U 34 137

Tot al 9, 454 9, 220

4. Taxat i on

The tax credit arises in relation to the Research & Devel opnent expenditure
i ncurred by Estech Europe Ltd.

5. I ntangi bl e Fi xed Assets - G oup

Li cences Goodwi | | Tot al
Cost £000 £000 £000
Brought forward at 1 January 2006 2,550 26, 094 28, 644
Fai r val ue adj ust nment - (1, 152) (1, 152)
Di sposal s (7) - (7)
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Movenment arising fromretranslation of assets (22) - (22)
I n overseas conpani es

At 31 Decenber 2006 2,521 24,942 27,463

Anorti sation and i npairment

Brought forward at 1 January 2006 28 46 74
Charge in year 606 1, 246 1,852
| mpai rnment in year 117 2, 466 2,583
Movenent arising fromretranslation of assets (11) - (11)

I n overseas conpani es

At 31 Decenber 2006 740 3, 758 4,498
Net book value at 31 Decenber 2006 1,781 21,184 22,965
Net book val ue at 31 Decenber 2005 2,522 26, 048 28, 570

Li cences represent the rights, for a specified period of tinme, to exploit
certain technol ogi es.

The Pirelli licence, which cost £2,321,000 |ast year, has been anortised over
four years to a value of £1,740,000 at 31 Decenber 2006. Acceptance of the use
of high grade Refuse Derived Fuel ("RDF") in, for exanple, coal fired power
stations, as an alternative to fossil fuels is, the Directors believe, unlikely
to be dependent on its reclassification as a product. However, reclassification
may be probable in the nediumtermto enable the w despread use of RDF as a
fuel. Accordingly, the Directors do not consider the carrying value of the
licence to be inpaired.

The fair value adjustnent to goodwi || of £1,066,000 arising during the year
represents a change in the estinate of the fair value of consideration payable
in respect of the acquisition of Oases U K. Ltd. The consideration payabl e was
partially contingent upon certain performance m |l estones being net. The
remai ni ng £86,000 is a refund of |egal costs relating to the acquisition of

Est ech Eur ope.

The exceptional inpairnment of goodw Il anpbunting to £2,466,000 (2005: £nil) is
the inpairnment in full of goodwi Il that arose on the acquisition of the Qases
UK Limted assets. The Directors consider this to be inpaired because the
projects on which it was based have now | apsed.

6. Share Capital

31 Decenber 31 Decenber
2006 2005
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£000 £000
Aut hori sed
200, 000, 000 Ordinary 5p Shares (2005: 108, 000, 000) 10, 000 5, 400
| ssued and fully paid:
81, 553,460 Ordinary 5p Shares (2005: 37, 342,651) 4,078 1, 867

Share | ssues:

On 23 March 2006 272,791 new ordinary shares of 5p were issued to Strand
Partners Limted in consideration for financial advisory services, valued at the
time at £204,593 and 218,125 to Cenkos Limted in consideration for broking
services valued at the tinme at £163, 593.

On 26 April 2006 the Conpany raised £12, 750,000 and i ssued 42,500, 000 ordi nary
5p shares as fully paid to a nunber of institutional investors.

On 17 May 2006 the Conpany issued 833,333 ordinary 5p shares in the Conpany to
Strand Partners Limted in consideration for corporate advisory services to the
conpany valued at the tinme at £250, 000.

On 27 July 2006 at its Annual GCeneral Meeting the Conpany increased its
aut hori sed share capital from £5, 400,000 to £10, 000, 000 by the creation of an
addi ti onal 92,000, 000 ordi nary shares of 5p each.

On 17 August the conpany allotted 386,560 shares to existing sharehol ders who
had made applications to subscribe for shares on substantially the sane terns as
offered in the refinancing on 25 April 2006 for a total consideration of

£115, 968.

7. Reconci |l i ati on of Sharehol ders Funds

G oup

Reconci liation of novenments in sharehol ders' funds: 2006 2005
£000 £000

Loss for the financial year (11, 044) (3,333

O her gains and | osses relating to the period (32) (26)

| ssue of share capital 12, 681 11,192

Cost of share options (69) 304

Movenent in the period 1,536 8, 137

Openi ng sharehol ders' funds (originally £25,845, 000

bef ore deducting prior year adjustnment of £17,927,000 as

explained in note 1) 7,918 (219)

Cl osi ng sharehol ders' funds 9, 454 7,918
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8. Reconci liation of Operating Loss to Net Cash (Qutflow) from Operating

Activities

Operating | oss

Depreci ati on of tangi bl e assets
| mpai rment of tangible assets
Anortisation of goodw ||

[ mpai r ment of goodwi | |
Anortisation of other
| mpai rment of intangible assets

| mpai rment of investnents

Share based paynents / (credit)
Decrease / (lncrease) in debtors
(Decrease) / Increase in creditors

i ntangi bl e assets

Net cash (outflow) fromoperating activities

Anal ysi s of change of net debt in year:
At 1 Cashfl ow Acquisition O her
January non Cash
2005 changes
£000 £000 £000 £000
Cash in hand 252 1,870 - -
and at bank
Debt due (389) (3,537) (2, 350) 3,926
Wit hin one
year
Debt due - - (5, 407) -
after one
year
Fi nance - - (279) -
| eases
(137) (1, 667) (8,036) 3,926
At 1 Cashflow Acquisition O her
January non Cash
2006 changes
£000 £000 £000 £000
Cash in hand
and at bank 2,083 4,468 - -
Debt due (2, 350) 2,350 - (2,367)
wi t hin one
year
Debt due (5, 407) 44 - 1,974

2006 2005
£000 £000
(11, 354) (2,795)
110 14

125 -

1, 246 46
2,466 -
606 20

117 -

3 -

(69) 304
241 (330)
(2,601) 1, 095
(9, 110) (1, 646)
Exchange As restated
Movement at 31
Decenber

2005

£000 £000
(39) 2,083

- (2, 350)

- (5, 407)

- (279)
(39) (5,953)
Exchange At 31
Movenent Decenber
2006

£000 £000

- 6, 551

- (2,367)

- (3,389
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after one

year

Fi nance (279) 83 - 55 - (141)
=Y <L S e T

(5,953) 6, 945 - (338) - 654
This information is provided by RNS
The conpany news service fromthe London Stock Exchange
END

London Stock Exchange plc is not responsible for and does not check content on this Website. Website users are responsible for checking
content. Any news item (including any prospectus) which is addressed solely to the persons and countries specified therein should not be relied
upon other than by such persons and/or outside the specified countries. Terms and conditions, including restrictions on use and distribution
apply.

©2007 London Stock Exchange plc. All rights reserved

http://www.londonstockexchange.com/L SECW S| FSPages/M arketNewsPopup.aspx 71d=1507972& source=RNS (19 of 19)30/07/2007 15:31:38


javascript:self.close();
javascript: var x=window.open('http://www.londonstockexchange.com/en-gb/Global/F/disclaimer/', 'Disclaimer', 'status=1,resizable=1,menubar=1,,addressbar=1,toolbar=1, scrollbars=1,top=10,left=10,width=800')

	londonstockexchange.com
	Market News


