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REG exists to achieve high and rising returns for its
shareholders. However, without the hard work and
enthusiasm of the people working within it, REG will 
not achieve this ambition. The whole team have worked
unstintingly for REG in a year that has seen enormous
progress towards achieving our ambitions. We owe a
significant debt of gratitude to these people.
Renewable Energy Generation Limited
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1Renewable Energy Generation Limited

Dear Shareholder,

Our Operating Environment

Since its creation in April 2005, your Company has

benefited from a fundamental shift in the global

economics and politics of energy supply and use.

Governments worldwide have prioritised energy

security in their development of economic policy and

industrialised nations have united against climate

change, through binding obligations to reduce

atmospheric emissions of carbon - principally through

regulatory and fiscal measures which incentivise the

progressive displacement of fossil fuels with

renewable energy. World oil and gas prices have

quadrupled in the past four years and renewable

energy has entered the mainstream energy sector

with wind in particular, benefiting from a

combination of very substantial premiums for traded

renewable energy, paid over and above historically

high market prices which are widely expected to

remain. This situation, together with the falling cost

per MW of capacity being achieved as wind

technology matures, has significantly increased the

returns above those generally available from low risk

investments.

Notwithstanding the well established and favourable

conditions for investors in proven renewable energy

applications, growing evidence of rapid climate

change combined with the heightened desire for

energy independence have strengthened the global

policy imperatives for renewable energy expansion.

This imperative has been demonstrated particularly

well within Europe, in the UK and in North America.

We have good insights into both these markets,

having built through acquisitions and alliances, strong

teams of energy professionals. We acquired Cornwall

Light & Power in the UK last year and Canada’s AIM

PowerGen (AIM) in August 2006. Our alliance with

Probyn & Co. in Canada has also provided valuable

expertise to support our overseas activities.

Our Strategy

Renewable energy is a fast developing sector and our

competitive advantage comes from a timely

combination of supportive global energy policy,

strength of support from institutional investors and

the passion and seasoned professionalism which

binds our network of renewables experts in the UK

and North America. These resources provide us with

the capacity to act quickly in identifying and closing

opportunities in a market where otherwise well-

endowed utilities often struggle with the interface

between corporate process and the entrepreneurial

world of land owners and wind energy developers. 

Although our expertise embraces a wide range of

renewable technologies, including land-fill and

biomass, the sustained, favourable conditions for

wind energy have focused our early investments in

this sector. The UK has become one of Europe’s most

attractive territories for the development of wind

energy, offering good wind resources, strong policy

support and reliable trading markets for carbon-free

power, driven by regulatory obligations placed on

electricity suppliers. Whereas some European markets

such as Germany’s are becoming saturated, the UK’s

offers continued high growth opportunities. The UK

government’s recently published report of its Energy

Review commits to further strengthening of the

market for carbon credits, simplifying planning

procedures and extending the existing regulatory

obligation on suppliers, to source 20% of electricity

from renewable sources by 2020. This target is

projected to remain unsatisfied and will therefore

support income from trading in Renewable

Obligation Certificates.

We have acted quickly to secure an attractive pipeline

of projects in the UK at various stages of

development. We have exploited the pressure on

utilities to build scale ahead of inevitable

consolidation in on-shore wind markets, by acquiring

smaller projects which they had secured as early

movers in some of the UK’s most favourable wind

locations. Our strong balance sheet and in-depth

knowledge of the UK energy sector has provided the

advantage needed to successfully compete with

other developers, independent power producers and

venture capitalists entering this market. 

Our main strategy is to “develop and hold” wind

projects. This offers more reliable, recurring revenues

from our assets and exploits our team’s proven

expertise in evaluating, consenting, building,

connecting, operating and maintaining wind projects.

It is we believe a strategy particularly suited to high

growth markets where saturation will eventually limit

opportunities for “pure-play” developers. We will

Chairman’s statement
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however use the “develop and sell” model when it

optimises development funding for our overall

portfolio of power generation assets. Although we

aim to strengthen our position as a wind-based

Independent Power Producer our growth strategy

embraces prudent diversification of geography, whilst

focussing principally on wind technology, on-shore.

Our risk management strategies favour territorial

expansion only where we can replicate our model in

the UK, of local expertise positioned to understand

regulatory environments, wind potential, site

availability, consents procedures and competitor

activity. We seek to establish such local presence in

high growth territories by partnership and where

appropriate, acquisition.

Strategy Implementation – Our First Year

In June 2005, following our Initial Public Offering, we

purchased the Goonhilly Downs wind farm in

Cornwall for £5.2m. This is one of the oldest wind

farms in the UK having been erected in 1992. It

comprises 14 turbines and generates sufficient

electricity to power in excess of 2,400 homes. Soon

after the wind farm was acquired a two and a half

year power purchase agreement (“PPA”) was put in

place under which power from the project (but not

the renewable obligation certificates (“ROCs”) which

the project generates) is sold to Smartest Energy, a

subsidiary of Marubeni Corporation of Japan. The

ROCs are sold on the spot market where values are

likely, at least in the short term, to be better. The PPA

lifted EBITDA from the project by over 50% from the

point at which it was purchased. The duration of the

PPA is designed to enhance income whilst the

opportunity is explored for re-powering the site. This

involves the removal of the existing turbines and their

replacement with larger, more efficient machines.

This process is proceeding satisfactorily but is subject

to rigorous planning and environmental approvals. 

During the period REG invested £8.1m into the

50MW Tymien Project in Poland. This is the largest

operating wind project in Eastern Europe and REG is

the project’s largest investor. The project utilises 25

Vestas V80 machines and construction of the project

was completed in March 2006 within budget and

some eight weeks ahead of schedule. 

In October REG, via it’s subsidiary CLP, purchased 24

potential wind projects for £4m from nPower

Renewables of the UK. These projects were part of

nPower’s “WindWorks” portfolio, on sites spread

across England and Wales. These wind farms are all

under 5MW and benefit from their status as

dispersed generation, enjoying simplified planning

procedures and easier connection to local, rather

than national, electricity networks. 

All of REG’s UK wind projects are managed by its UK

operating subsidiary, the Cornwall Light and Power

Co. (CLP) based not far from several of our projects in

south-west England. Its high profile activities in

getting key projects quickly consented within the

portfolio acquired from nPower have elicited

significant interest from neighbouring landowners

interested in CLP developing wind projects for them.

Our potential portfolio in the UK comprises more

than 100MW. In May 2006 we announced that

construction would commence on the first three

projects in the CLP Wind Projects portfolio - Braich

Ddu in Gwynedd with an installed capacity of

3.9MW; High Pow in Cumbria with a capacity of

3.9MW and High Sharpley in County Durham,

2.6MW. The projects will use Nordex 1.3MW

machines and delivery of these turbines is contracted

to commence in late November 2006. Planning on

the other projects is progressing satisfactorily under

the management of our experienced team at CLP. 

Following the acquisition of the wind projects from

nPower a further £30m of equity was raised from

investors, many of whom were the original backers of

the business. Since REG’s inception the shares have

appreciated from 100p to 127p as at the time of

writing. 

Since the end of its first year your Company has

announced the purchase of AIM PowerGen

Corporation, one of Canada’s largest independent

wind developers. The purchase price of £13.6m has

secured not only a development pipeline of over

2600MW in Canada and a further 100MW in the

Dominican Republic but also a highly experienced

team which has since its creation in 2001 secured

some of the most attractive wind sites in the country

and developed Canada’s largest project, Erie Shores.

This acquisition further strengthens our human

resource in Canada, hitherto represented by our

partners Probyn & Co. – one of Canada’s leading

renewables companies. 
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Financial Overview

The enclosed Manager’s report for the period shows

income slightly ahead of expectation mainly as a

result of higher revenues from Goonhilly Downs and

also due to higher than expected interest income.

Next year the commissioning of Braich Ddu, High

Pow and High Sharpley will help to offset the running

costs of AIM. Once 40MW of projects have been

constructed in Canada which we anticipate will be

during 2007, this cash outflow should cease and AIM

will start making a positive contribution to REG’s

earnings. 

Our Human Assets

Since its launch in April 2005, REG has brought

together some of the industry’s most respected

professionals who, although remunerated under

periodic retainers, have demonstrated impressive

commitment and loyalty. Our corporate governance,

risk management and control processes have been

effectively applied by the Manager, Premier Asset

Management, but the scope and pace of the

Company’s development is now such that your Board

proposes to reinforce the executive function. I am

pleased to announce the recent recruitment of Nigel

McManus to REG’s Power Management team, as its

Chief Operating Officer. Joining from nPower

Renewables, Nigel has many years experience in wind

development with particular skills in contract

negotiation and project team management. He will

have operational responsibility for co-ordinating the

work of our international teams.

Outlook 

Our main objective over the next few years is to

develop and operate the most attractive projects

within the wind project portfolio secured during our

first year. By early 2007 we should have 16MW of

fully operational plant in the UK, with build-out of a

further 15-20MW later in the year and the 50MW

Tymien project in Poland will be generating the

anticipated income. 

AIM plans to build 40-60MW next year, comprising

projects of 10MW or less, to take immediate

advantage of those of the “Standard Offer

Contracts” scheme designed by government to

promote such projects. Simultaneously we will be

preparing to develop some of the much larger

projects in our newly acquired Canadian portfolio, in

response to the “Request For Proposals” expected to

be announced in late 2007 or early 2008 by the

Ontario Government. 

Our Thanks

Whilst bringing our project pipeline into operation

will remain our main priority, we will continue to

respond to opportunities to acquire new projects

which meet the investment criteria necessary to

achieve sustainable shareholder value. The

confidence demonstrated by shareholders has been

fundamental to the commitment your Company

enjoys from its team of professionals, its suppliers and

its partners in the industries and communities it

engages with. Your Board is confident it can reward

that confidence with solid performance and

responsible behaviour, consistent with society’s

expectations from the environmental sector.

MIKE LISTON

CHAIRMAN
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Renewable Energy Generation’s 

objectives and strategy

REG is a renewable energy company which aims to

plan, build and construct a portfolio of mainly wind

generation projects, diversified by technology,

geographical location and income stream. REG’s

shareholders benefit from the rising value of

renewable energy created by the World’s

commitment to a low carbon future. 

REG invests in projects, which are capable of

providing returns, which exceed the Company’s cost

of capital by a margin higher than that necessary to

accommodate risk. REG aims for its investments to

provide increasing returns to its shareholders through

earnings-driven dividend growth. 

REG has a strong team based in the UK and in

Canada and is committed to investment in projects at

all stages of development. REG benefits from the

experience of its Manager, REG Power Management.

This consolidates the experience of The Probyn Group

of Canada and Premier Asset Management and Pure

Energy Professionals both based in the UK. 

Over the last year REG has progressed from being an

owner operator of renewable energy projects to a

developer/operator of wind plant. We believe that

this is where much of the value in renewables

projects lies notwithstanding the considerable

uncertainties of achieving project consents. However,

in smaller wind projects we have found a unique

niche in the UK, and one that we will continue to

exploit. 

Our task is, in essence quite simple. We aim to build

as many good projects with high equity IRRs as we

can, whilst at the same time considering other

operating projects that may be available for purchase.

We believe that the combination of experience and

expertise within the REG team makes us unique in

the market. The fact that we have had many

approaches from other landowners is testament to

the highly experienced nature of CLPWP in the UK

and we are optimistic that we can create significant

value for our shareholders within our domestic

marketplace. 

In Canada where, post the period end, we have

purchased one of the largest independent wind

developers, we also have an interesting opportunity.

Once again our methodology, and the significant

experience of the management team, confer a

unique status within that marketplace. We have a

large portfolio of potential wind projects and once

again our business plan is to drive project build as

hard as we can. The SOC tariff will help on the

smaller projects, but on the larger projects we are

more reliant on the RFP process. However, we have

amongst the windiest sites in Canada and this does

confer an advantage for REG when it comes to the

business of achieving high returns for our

shareholders.

Operational overview 

CLP Wind Projects (“CLPWP”)

Goonhilly Downs

The Goonhilly Downs wind farm is located on the

Lizard Peninsula in South West Cornwall. It consists of

14 Windane 34 machines and has been operating

since 1993. With a rated capacity of 5.6 MW and an

excellent wind resource it produces an average

annual electricity output of over 11,000 MWhrs

which is enough to power in excess of 2,400 homes

and provide a CO2 saving of 10,000 tonnes per

annum.

Production at the Goonhilly Downs wind farm has

exhibited significant volatility of output due to

unseasonable wind patterns. December, January and

February were all below expectations. However,

output from the plant in March was the highest ever

recorded with virtually no down time or outages

registered due to equipment failure. This is testament

to the ruggedness of the Windane 34 machines that

are installed and availability through the period that

we have owned the plant has exceeded 98%. 

We have recently changed the operation and

maintenance on the plant from Vestas to B9 who

have done a good job so far in reorganising

maintenance schedules and installing new

equipment, notably health and safety. 

The PPA put in place with Smartest Energy has proved

timely, lifting EBITDA significantly, compared to the

original model used in the purchase due diligence.

The contract is a seasonal time of day tariff (“STOD”)

under which we derive more income during the

Manager’s report
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winter months - 1 October to 31 March – than the

summer months, and more during the working week

daytime than at night. This suits the production

profile of the plant well and as a result our average

achieved price for electricity sales has been £44.24

per MWh. Under our contract with Smartest we have,

in addition to electricity, also sold forward our levy

exemption certificates and any triads that we may

derive. However, we retain the right to sell the

Renewable Obligation Certificates (“ROCs”)

generated by the plant on the spot market. We

believe that, at least for the next three years, the build

of renewable generation plant in the UK will fall short

of Government targets. Therefore we are optimistic

that ROC prices will be slightly better than we had

budgeted for and accordingly, we are likely to

maintain the flexibility to sell our ROCs from

Goonhilly on an opportunistic basis. 

The purchase of Goonhilly was made on an “as is”

basis. That is to say the plant, in a highly energetic

location on the South West Coast, utilises particularly

sound equipment, well maintained by its previous

owner. Despite this, the turbines are probably 50% of

the way through their operating life and wind

generation technology has improved markedly,

particularly over the last five years or so. With this in

mind we have been engaging with the relevant

authorities in order to assess the feasibility of

repowering the site with new equipment. This will be

subject to onerous planning and environmental

permitting however, if successful, a repowering could

substantially enhance REG’s project return. 

Construction projects

Following a period of intense work by the CLP Wind

Projects team, based in St Austell Cornwall, we were

able to discharge all of the planning consents for

High Pow (3.9MW), High Sharpley (2.6MW) and

Braich Ddu (3.9MW). Construction has now

commenced on all three sites with the first project at

High Sharpley envisaged to be operational before the

end of 2006. Thereafter High Pow is expected to be

in production in January 2007, Braich Ddu following

soon after. The projects will use Nordex N60 turbines

each of 1.3MW, three at High Pow and Braich Ddu

and two at High Sharpley. Once in operation, these

projects should generate enough energy, in

aggregate, to supply over 5,700 homes with green

electricity whilst saving an annual 23,000 tonnes of

CO2 emissions. 

As yet we have not made a decision on whether to

sell the output from these three sites under short or

long-term contracts, our propensity being to exploit

the high prices in the short-term marketplace.

However, we will continue to explore all options in

order to maximise shareholder value. 

Projects in planning and at appeal

Progress on the other projects in the CLP Wind

Projects portfolio has been rapid and a number of

these projects are moving towards the latter stages of

planning. Two projects, Penpell and Uglow, both of

2.6MW, have been heard at public appeal and a

decision from the Government appointed inspector

on Uglow is expected in the next few weeks. 

The project at Cricket St Thomas has been

resubmitted using a different turbine configuration,

which should alleviate any concerns over radar

interference. Several other projects are being

reconfigured to use a slightly larger turbine than the

standard 1.3MW unit being deployed at the three

lead projects. This should increase output from the

sites by virtue of the machines’ larger size and also

greater efficiency. 

It is also worth noting that the total pipeline within

the CLPWP portfolio is now well over 100MW. This is

because landowners adjacent to existing CLPWP

sites, either in planning or under construction, have

approached us with a view to our developing wind

projects on their land. We believe that CLPWP is

establishing a good reputation for delivery of projects

in the UK and this bodes well for future

developments. 

Tymien 

The Tymien Project, located on the Baltic Coast, is

50MW in capacity and is the largest operating wind

project in Poland and indeed in Eastern Europe. The

project uses state of the art Vestas V80 machines

each of 2MW. Construction on the project was

finished some two months ahead of schedule in

March and has operated reliably since that point. It

will start making a contribution to REG’s profitability

this year. 

AIM PowerGen Corp (“AIM”)

After the end of the period, we announced the

acquisition, for $29.1 Cdn, of AIM, one of the largest

independent wind developers in Canada. AIM was
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founded in 2001 and is based in Toronto Ontario.

AIM has over 2,600MW of wind projects in various

stages of development with a particular focus on

Ontario. Its other projects are in Manitoba,

Saskatchewan, Alberta, Newfoundland, Labrador and

Prince Edward Island. 

We believe that Canada is on the verge of substantial

growth in wind power led by the province of Ontario.

AIM has amongst the most energetic sites in Canada

within its portfolio, conferring on us a natural

advantage when competing for new projects. It is

likely that a large programme of new Requests for

Proposals (“RFPs”) for projects will take place in

Ontario late 2007 or early 2008 and AIM has a

number of good sites that will be bid into this

process. However, Ontario is also introducing a new

tariff structure, known as Standard Offer Contracts

(“SOCs”) designed to stimulate the build of small

scale wind farms of 10MW and under. The SOC

legislation is in the final phases of implementation

and AIM intends to build a number of small SOC

contracted projects in 2007, providing 21 year index

linked returns. We believe that these will be in excess

of our stated target of a 15% return on equity. By

building these small projects REG will start to achieve

a return on its investment in AIM whilst we await the

larger potentially more profitable RFPs. 

Resources

REG has achieved a lot in its short life, and has grown

more rapidly than was envisaged at launch. The

opportunities for achieving returns in excess of REG’s

cost of capital are significant. To help us achieve our

objectives we have recently recruited Nigel McManus

from nPower Renewables. Nigel has many years

experience in the wind power sector in particular. He

joins REG as our Chief Operating Officer and we are

delighted to welcome him to the Company. 

Without the hard work and enthusiasm of the REG

development team the Company will not meet its

ambitions. Our team has worked unstintingly for REG

in a year that has seen enormous progress towards

achieving our ambitions. We owe a significant debt

of gratitude to these people. 

Outlook

REG remains focused on enhancing and creating

value for its shareholders from investing in

renewables projects that offer sustained returns

above REG’s cost of capital. Our challenge is to

consolidate the projects that we have bought,

particularly CLPWP and post the period AIM and this

is likely to be the main driver of REG’s growth over

the next two years.

Financial review by management

Headline figures 2006

£

Revenue from continuing operations 743,830

Total revenue for the period 743,830

Gross loss from continuing operations (60,288)

Gross margin from continuing operations (8.1%)

EBITDA (loss from continuing operations 

before finance costs, tax, depreciation 

and amortisation) (147,347)

Net profit from continuing operations 523,237

Total net profit for the period 523,237

Average monthly number of employees 0

Earnings per share

• basic, for profit for the period attributable 

to ordinary equity holders of the parent 1.26p

• diluted, for profit for the period attributable 

to ordinary equity holders of the parent 1.18p

Debt ratio (total liabilities/total assets) 0.10

Dividend

The Board has proposed a second interim dividend of

3p per share. The Board has already declared an

interim dividend of 1p per Ordinary share, which was

paid to shareholders on the 6th of April 2006. So,

dividends in respect of the reporting period will total

4p per Ordinary share. 

Corporate activity

REG completed three transactions during the period.

These were: 
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The Cornwall Light & Power Co. Limited (“CLP”)

REG bought CLP in June 2005. CLP owns the

Goonhilly Downs wind farm on the Lizard Peninsula

in Cornwall. The project is mature and consists of 14

Windane 34 machines each of 400KW output,

making a total project capacity of 5.6MW. The project

is situated on one of the better wind sites in the UK

and has the potential, should all of the necessary

consents be forthcoming, to be repowered for

increased production capacity. This would

substantially increase an already acceptable return

from the project. 

Subsequent to purchasing CLP, the REG management

team put in place a two and a half year power

purchase agreement (“PPA”) for the project. Under

this agreement, power from the site, including

climate change levy exemption certificates and peak

demand benefits but excluding any renewable

obligation certificates (“ROCs”), are sold to Smartest

Energy under fixed terms. REG will sell the ROCs

produced by Goonhilly into the marketplace on a

spot basis. The PPA commenced on 1 October 2005

and runs to the end of March 2008. 

Tymien - Poland 

Tymien, located approximately 5 km from the Baltic

Coast, has a renewable generation capacity of 50

MW and is Poland’s largest wind project to date. It

has been developed by EEZ Sp. Z o.o. (“EEZ”) of

Poland. The project is ahead of schedule and has

already sent its first power to the Polish grid. Tymien

will utilise 25 Vestas V80 2MW turbines, which have

a proven track record of production. 

REG has its investment in Tymien with Invenergy

Wind, a highly regarded power developer. Under the

agreement with Invenergy Wind, REG is entitled to

share in the returns received from the investment in

EEZ until a 15% target Internal Rate of Return has

been achieved. Following which, REG will receive an

ongoing residual cash return. This investment will be

in-line with REG's policy of investing in EU accession

countries where it believes there is selective potential

for more attractive returns than in mainstream EU

countries. 

In addition, through its agreement with Invenergy

Wind, REG will have the potential to invest in other

wind projects in Poland, which are anticipated to

constitute approximately 140 MW.

CLP Wind Projects 

In October REG, via it’s subsidiary CLP, purchased 24

potential wind projects in the UK from nPower

Renewables Limited, a wholly owned subsidiary of

The RWE Group of the UK. 

The total portfolio exceeds 75MW and the assets are

spread throughout England and Wales. The projects

comprise distributed or ‘embedded’ generation in

rural locations, typically utilising 2 or 3 modern

turbines. This approach is directly in line with the

government’s aim to make electricity supply less

dependent upon centralised large power stations. By

generating closer to the end-user, power losses in

overhead lines are reduced and greater value is

gained per unit of generation. In addition, a more

diverse national power supply is created. Each project

should typically produce enough electricity to meet

the annual needs of several thousand people in the

surrounding area. 

The portfolio contains projects at various stages of

planning consent. A number have already gained

planning consent, and the majority are well advanced

in the process. REG intends to commence

construction on the consented sites as soon as is

practicable. Each of the projects should enjoy a well

above average wind resource and hence, REG

believes, can generate electricity very competitively

over the next two decades making a positive

contribution to the UK’s requirement for

environmentally sound energy production.

Investor Timetable 

27 September 

29 September

11 October 

12 January

Segment performance

The results reflect the significant impact of finance

income from the un-invested funds raised during the

period.

Energy generation

Sales in the energy generation sector stood at

£743,830. The sales and other operating income

figure includes £286,519 relating to the valuation at

fair value of ROCs. ROCs are fair valued on the

balance sheet and sold at appropriate times to take

Shares ex dividend for dividend

Record date for interim dividend

Dividend sent to shareholders

Annual General Meeting 
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advantage of market conditions and pricing. A full

breakdown of the sales figure can be seen in Note 9

of the financial statements and the Revenue

Recognition policy can been seen in Note 3.3 of the

financial statements.

During the period under review output from the

Goonhilly Downs wind farm was 9,227 MWh which

was down 5.4% compared to the same period the

previous year. Availability of the wind farm during the

period was excellent and above 98% so the reduced

output is assumed to be down to weather conditions.

The PPA that was signed in October 2005 has

resulted in an increase in the average price charged

for generation over the period (excluding LECs, ROCs

and TRIADS) of 101%. This boosted sales during the

period by circa £200,000. The PPA runs until the end

of March 2008.

The segment net loss before tax for the period was

£78,371.  Other factors which influenced the result

include:

• management fees relating to the development of

potential wind projects, expensed £130,320

• the revaluation of 12,661 ROCs from £49.83 to

£43.00, non-recurring expense of £86,475

• the revaluation of 11,188 ROCs from £43.00 to

£40.62, non-recurring expense of £26,627

Financial investment management

Income from the financial investment management

segment was £1,757,917.  This represents finance

income of £1,367,291 and other income of

£390,626.  Finance income is interest receivable on

cash deposits and on bond held and other income

includes, un-realised gains on the revaluation of the

Tymien investment and realised gains on the sale of

bonds.

The investment in Tymien has been designated as an

investment at fair value through profit or loss. The

revaluation of REG’s investment in Tymien to its fair

value, based on its value in use, led to a gain of

£297,761 which has been included in other income.

REG also held various bond investments designated

as available-for-sale investments during the period.

Realised gains on the sale of bonds amounting to

£92,865 have also been included in other income.

Income tax

An analysis of the income tax expense is set out in

Note 13 of the consolidated financial statements.

Earnings per share

Diluted earnings per share is 1.18p.  The weighted

average number of shares in issue in the period was

44,256,912.  

Financial condition

Liquidity and capital resources

The consolidated cash flow statement illustrates that

there was an increase in cash and cash equivalents in

the period to 30 June 2006 of £28.6m.

The two fund raising exercises generated net cash of

£52.35m after transaction costs of £2.65m.  During

the period REG invested £17.2m in 3 renewable

projects. The acquisition of CLP, the 24 wind projects

purchased from nPower Renewables and the wind

farm in Tymien.  A further £1.7m cash has been spent

on developing the 24 UK wind projects.  Of the

£1.7m cash spent the 3 lead projects, due to be

constructed in late 2006, have consumed £1.5m.

Operating activities used £0.8m of cash and cash

equivalents.  The Group’s subsidiaries generated cash

and cash equivalents of £0.1m.  This was largely due

to a reduction in trade and other receivables brought

about by the sale of 9,340 ROCs in September 2005,

generating £0.4m. The Company’s operating

activities used cash and cash equivalents of £0.6m.

An analysis of the expenses is shown in Note 10 of

the financial statements.

Capital expenditure

Capital expenditure comprises additions to property,

plant and equipment and intangible assets, including

additions resulting from acquisitions through

business combinations. The amount of capital

expenditure during the period was £18.9m.  There

were capital commitments amounting to £4.9m at 30

June 2006 relating to the purchase of wind turbines.
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The Directors present their report and the audited financial statements of Renewable Energy Generation

Limited (the Company) for the period ended 30 June 2006.

Principal activity

The principal activity of the Company and its subsidiaries (the Group) is to provide investors with an

opportunity to participate in the growth of the global renewable energy market through investment in wind

energy and other renewable energy projects. 

Directors’ responsibilities for the Financial Statements

The Directors are required by The Companies (Guernsey) Law, 1994, to prepare financial statements for each

financial year which give a true and fair view of the state of affairs of the Group as at the end of the financial

year and of the profit and loss of the Group for that year.  In preparing these financial statements, the

Directors are required to

• select suitable accounting policies and then apply them consistently;

• make judgements and estimates that are reasonable and prudent;

• state whether applicable accounting standards have been followed, subject to any material departures

disclosed and explained in the financial statements; and

• prepare the financial statements on the going concern basis unless it is inappropriate to presume that the

Group will continue in business.

The Directors confirm that they have complied with the above requirements in preparing the financial

statements.

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy

at any time the financial position of the Group and to enable them to ensure that the financial statements

comply with The Companies (Guernsey) Law, 1994. They are also responsible for safeguarding the assets of

the Group and hence for taking reasonable steps for the prevention and detection of fraud and other

irregularities.

Results

The results for the year are shown on page 18.

Dividend

A second interim dividend of 3 pence has been proposed.

Directors and their interests

The Directors in office during the period and their interests in the share capital of the Company are shown in

the following table.
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Ordinary share of 10p each

30 June 2006 Latest date prior

to publication

Mike Liston - -

Andrew Whalley 30,000 30,000

George Cardona 73,164 73,164

Tod Kersten - -

Nigel Le Quesne - -

John Donelan - -

Substantial shareholdings

Up to 6 October 2006 the Company had been notified of the following disclosable interests which amounted

to 3 per cent or more of the issued share capital of the Company:

Number Percentage held

New Star Asset Management 8,750,000 14.92%

Morley Fund Management 7,854,605 13.39%

MPC Investors 5,350,000 9.12%

Invesco Perpetual 4,525,000 7.71%

Fidelity Investments 4,000,000 6.82%

F&C Asset Management 3,000,000 5.11%

Premier Asset Management 2,295,000 3.91%

UBS Global Asset Management 2,000,000 3.41%

IIMIA Investment Group 1,965,000 3.35%

Millennium Management 1,940,000 3.30%

Payment policy

It is the Group’s policy to settle the terms of payment with suppliers when agreeing the terms of the

transaction, to ensure that suppliers are aware of these terms and to abide by them. 

Auditors

The auditors, Ernst & Young LLP, have indicated their willingness to continue in office and a resolution that

they be reappointed will be proposed at the Annual General Meeting.

Andrew Whalley

Director

20 November 2006
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The Directors present a Directors’ remuneration report for the period ended 30 June 2006.

A resolution to approve this Directors’ remuneration report will be proposed at the Company’s forthcoming

Annual General Meeting.

Remuneration committee

The remuneration committee is made up of Tod Kersten as Chairman of the committee, Mike Liston and

George Cardona.  The committee meets at least once a year and is charged with advising on the

remuneration policy for the non-executive directors.

Non-executive directors

The non-executive directors do not have service contracts. The non-executive directors have letters of

appointment concerning, amongst other things, the initial terms for which they are appointed, a general

statement of their role and the duties and the fees they will receive as a director.

Service contracts and letters of appointment

The letters of appointment of the non-executive directors who served during the period ended 30 June 2006

include the following terms:

Date of letter of appointment Unexpired term (months) Notice period (months)

Mike Liston 26 April 2006 10 None

Andrew Whalley 26 April 2006 10 None

George Cardona 26 April 2006 10 None

Tod Kersten 26 April 2006 10 None

Nigel Le Quesne 26 April 2006 10 None

John Donelan 26 April 2006 10 None

Non-executives are generally appointed for one year terms.  The letters of appointment do not contain notice

periods or provision for termination payments, other than for the unexpired period of the appointment.

Directors’ remuneration

Total fees for period 

ended 30 June 2006

£

Mike Liston 50,724

Andrew Whalley -

George Cardona 25,362

Tod Kersten 25,362

Nigel Le Quesne 25,362

John Donelan 16,680

Aggregate remuneration 143,490

Directors’ remuneration report
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Directors’ warrants

The following rights to subscribe to warrant shares were held by directors during the period to 30 June 2006.

Exercise Date from which Expiry

Granted price exercisable date

Andrew Whalley 392,968 100.00 16 May 2008 16 May 2010

Approval

The Directors’ remuneration report was approved by the Board on 20 November 2006 and signed on its

behalf by:

Andrew Whalley

Director

20 November 2006
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The Company has its listing on AIM and therefore does not need to comply with the Combined Code.

However, we have chosen to report on Corporate Governance and the Combined Code because in our view

it constitutes best practice.

Combined Code

The Directors are committed to maintaining a high standard of Corporate Governance, in accordance with

Section 1 of the Principles of Good Governance of the Combined Code as incorporated within The Listing

Rules issued by the Financial Services Authority.  The Board is of the opinion that it has complied with the

Provisions of the Code throughout the period.

Directors

The Board of Directors comprises the non-executive Chairman and five other non-executive directors.  

The Board is responsible to the Company’s shareholders for the proper management of the Company.  It

meets regularly, usually 4 times a year.  All directors receive written reports prior to each Board meeting which

enable them to make an informed decision on the corporate and business issues under consideration.  

The Company Secretary is responsible to the Board for ensuring that board procedures are followed and all

directors have access to his advice and services.  

The Board has considered the need to appoint a senior non-executive director but does not feel that such an

appointment is necessary at this point in time. 

Board committees

The Board has established a number of committees, each with defined terms of reference, procedures,

responsibilities and powers.  The minutes of committee meetings are normally sent to all directors and verbal

updates are given at Board meetings.

Audit committee

The audit committee is made up of Mike Liston and is chaired by Nigel Le Quesne.  The audit committee

meets at least twice a year to consider the annual and interim financial statements and is charged with

monitoring the adequacy and effectiveness of the systems of internal control and risk assurance function,

reviewing the scope and results of the work carried out by external auditors and reviewing the financial

statements and related policies and assumptions.  The scope of the non-audit services provided are reviewed

by the audit committee before engagement of the services.  

The terms of reference of the audit committee will be available for inspection at the AGM.

Nomination committee

The nomination committee is made up of Mike Liston, George Cardona and is chaired by Tod Kersten.  The

committee meets at least once a year and keeps under review the composition of the board and makes

recommendations to the board concerning appointments.

Remuneration committee

The remuneration committee is currently chaired by Tod Kersten.  The committee meets at least once a year

and is charged with advising on the remuneration policy of the non-executive directors.

Corporate governance
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Relationships with shareholders

The Company has a policy of maintaining an active dialogue with institutional shareholders, fund managers

and analysts with regular dialogue together with general presentations at the time that the financial results

are announced.  The Annual General Meeting is used as an opportunity to communicate with shareholders.

All shareholders are given due notice of the Annual General Meeting and are welcome to participate.

Going Concern

After making enquiries the directors believe that the group has adequate resources to continue in operational

existence for the foreseeable future.  For this reason they continue to adopt the going concern basis in

preparing the accounts.
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We have audited the Group financial statements of Renewable Energy Generation Limited for the period

ended 30 June 2006 which comprise the Consolidated income statement, the Consolidated balance sheet,

the Consolidated cash flow statement, the Consolidated statement of changes in equity and the related notes

1 to 30.  These group financial statements have been prepared under the accounting policies set out therein.

This report is made solely to the Company's members, as a body, in accordance with Section 64 of the

Companies (Guernsey) Law 1994.  Our audit work has been undertaken so that we might state to the

Company's members those matters we are required to state to them in an auditors' report and for no other

purpose.  To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other

than the Company and the Company's members as a body, for our audit work, for this report, or for the

opinions we have formed.

Respective responsibilities of directors and auditors

The directors are responsible for the preparation of the financial statements in accordance with applicable

Guernsey law and International Financial Reporting Standards as set out in the Statement of Directors'

Responsibilities.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory

requirements and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the group financial statements give a true and fair view and are

properly prepared in accordance with the Companies (Guernsey) Law 1994.  We also report to you if, in our

opinion, the Report of the Directors is not consistent with the financial statements, if the company has not

kept proper accounting records or if we have not received all the information and explanations we require for

our audit.  

We read other information contained in the Report, and consider whether it is consistent with the audited

group financial statements. The other information comprises only the Chairman’s statement, the Manager’s

report, the Company information, the Report of the Directors, the Directors’ remuneration report and

Corporate Governance. We consider the implications for our report if we become aware of any apparent

misstatements or material inconsistencies with the financial statements.  Our responsibilities do not extend to

any other information.  

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by

the Auditing Practices Board.  An audit includes examination, on a test basis, of evidence relevant to the

amounts and disclosures in the financial statements.  It also includes an assessment of the significant

estimates and judgments made by the directors in the preparation of the financial statements, and of

whether the accounting policies are appropriate to the Group’s circumstances, consistently applied and

adequately disclosed.

Independent auditor’s report to the members of Renewable Energy Generation Limited
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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 to give reasonable assurance that the

financial statements are free from material misstatement, whether caused by fraud or other irregularity or

error.  In forming our opinion we also evaluated the overall adequacy of the presentation of information in

the Group financial statements.

Opinion

In our opinion the financial statements give a true and fair view, in accordance with International Financial

Reporting Standards, of the state of the Group’s affairs as at 30 June 2006 and of its profit for the period

then ended; and have been properly prepared in accordance with the Companies (Guernsey) Law, 1994.  

Ernst & Young LLP

Guernsey

22nd November 2006
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Consolidated income statement
for the period ended 30 June 2006

25 April 2005 to
Continuing operations Notes 30 June 2006

£

Sales and other operating income 9 743,830

Cost of sales 10 (804,118)

Gross loss (60,288)

Other income 11 390,626

Administrative expenses 10 (1,118,568)

Other operating expenses 10 (5,183)

Finance income 12 1,377,405

Profit before tax 583,992

Tax 13 (60,755)

Profit for the period 523,237

Attributable to:

Equity holders of the Company 523,237

Earnings per share for profit attributable to the equity holders of the Company during the period

- basic 14 1.26p

- diluted 14 1.18p
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Consolidated balance sheet as at 30 June 2006

Notes 30 June 2006
£

ASSETS

Non-current assets
Property, plant and equipment 15 3,607,118
Goodwill 16 3,009,914
Development costs 16 4,156,424
Investments at fair value through profit or loss 17 8,358,253

19,131,709
Current assets
Inventories 18 16,831
Trade and other receivables 19 900,074
Available-for-sale investments 20 4,913,062
Cash and cash equivalents 28,611,764

34,441,731

Total assets 53,573,440

EQUITY

Capital and reserves attributable to the Company's
equity holders
Share capital 29 5,500,000
Share premium 29 36,850,250
Special reserve 29 10,000,000
Fair value reserve 21 (66,308)
Share-based payment reserve 22 191,368
Retained earnings (26,763)

Total equity 52,448,547

LIABILITIES

Non-current liabilities
Deferred tax liabilities 23 617,922

617,922
Current liabilities
Trade and other payables 24 409,812

Tax payable 97,159

506,971

Total liabilities 1,124,893

Total equity and liabilities 53,573,440

Net asset value (NAV) per share

- basic 30 95.36p

- diluted 30 95.58p

The financial statements were approved on behalf of the Board of Directors on 20 November 2006 
and signed on it’s behalf by 

Mike Liston Andrew Whalley
Chairman                                                                               Director

19
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Consolidated cash flow statement for the period ended 30 June 2006
25 April 2005 to

Notes 30 June 2006
£

Cash flows from operating activities
Cash used in operations 25 (794,458)
Net cash used in operating activities (794,458)

Cash flows from investing activities
Acquisition of subsidiary, net of cash acquired 26 (5,155,221)
Purchases of property, plant and equipment (PPE) 15 (1,562,583)
Development costs 16 (4,156,424)
Purchases of investments at fair value through profit and loss 17 (8,060,492)
Purchases of available-for-sale investments 20 (16,830,767)
Proceeds from sale of available-for-sale investments 11 & 20 11,994,054
Interest received 12 1,377,405
Net cash used in investing activities (22,394,028)

Cash flows from financing activities
Proceeds from issue of shares 55,000,000
Transaction costs from issue of shares (2,649,750)
Dividends paid to Company's shareholders (550,000)
Net cash generated from financing activities 51,800,250

Net increase in cash and cash equivalents 28,611,764
Cash at beginning of period -
Cash at end of period 28,611,764
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Consolidated statement of changes in equity for the period ended 30 June 2006

Attributable to equity holders of the Company

Balance at 
25 April 2005 - - - - - -

Issue of share capital 5,500,000 39,500,000 - 10,000,000 - 55,000,000
Transaction costs 
from issue of shares - (2,649,750) - - - (2,649,750)

Fair value losses, 
net of tax:

available-for-sale investments - (66,308) - (66,308) -

Warrants:

- fair value of warrants - - 191,368 - - 191,368

Net income/(expenses) 
recognised directly in equity 5,500,000 36,850,250 125,060 10,000,000 - 52,475,310

Profit for the period - - - - 523,237 523,237

Dividend - - - - (550,000) (550,000)

Balance at 30 June 2006 5,500,000 36,850,250 125,060 10,000,000 (26,763) 52,448,547

Share
Capital

£

Share
premium
account

£

Fair value
and other

reserves
£

Special 
reserve

£

Retained 
earnings

£

Total 
equity

£
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1.General Information

Renewable Energy Generation Limited (the Company)

and its subsidiaries (the Group) provides investors with an

opportunity to participate in the growth of the global

renewable energy market through investment in wind

energy and other renewable power projects. 

The Company is a limited liability company incorporated

and domiciled in Guernsey.  The address of its registered

office is Trafalgar Court, Les Banques, St Peter Port,

Guernsey, GY1 3QL.  The Group has no employees.

The Company has its listing on the Alternative Investment Market.

The consolidated financial statements were approved by the Board of Directors on 20 November 2006.

2.Statement of Compliance

These consolidated financial statements of the Group are for the period from 25 April 2005 to 30 June 2006.  

These consolidated financial statements have been prepared in accordance with those International Financial

Reporting Standards (IFRS) and International Financial Reporting Interpretations Committee (IFRIC)

interpretations issued and effective as at the time of preparing these statements.  The IFRS and IFRIC

interpretations that will be applicable at 30 June 2006, including those that will be applicable on an optional

basis, are not known with certainty at the time of preparing these consolidated financial statements.

IFRSs and IFRIC interpretations not yet effective

The Group has not applied the following IFRSs and IFRIC interpretations that have been issued but are not yet

effective:

IFRS 6 Exploration for and Evaluation of Mineral Resources

This standard does not apply to the activities of the Group.

IFRS 7 Financial Instruments: Disclosures

This standard is required to be applied for annual periods beginning on or after 1 January 2007, but is not

expected to impact the results of the Group.  However, further disclosures will be required.

IFRIC 4 Determining whether an arrangement contains a lease.

This interpretation is required to be applied for annual periods beginning on or after 1 January 2006, but is not

expected to be relevant for the activities of the Group.

IFRIC 5 Right to Interests arising from Decommissioning, Restoration and Environmental Rehabilitation Funds

This interpretation is required to be applied for annual periods beginning on or after 1 January 2006, but is not

expected to be relevant for the activities of the Group.

IFRIC 7 Applying the Restatement Approach under IAS 29 Financial Reporting in Hyperinflationary Economies

This interpretation is required to be applied for annual periods beginning on or after 1 March 2006, but is not

expected to be relevant for the activities of the Group.

Notes to the consolidated financial statements
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IFRIC 8 Scope of IFRS 2

This interpretation is required to be applied for annual periods beginning on or after 1 May 2006.

IFRIC 9 Reassessment for embedded derivatives

This interpretation is required to be applied for annual periods beginning on or after 1 June 2006, but is not

expected to be relevant for the activities of the Group.

IFRIC 10 Interim financial reporting and impairment

This interpretation is required to be applied for annual periods beginning on or after 1 November 2006.

3.Summary of significant accounting policies

3.1 Basis of preparation

The consolidated financial statements have been prepared on a historical cost basis except for the measurement

at fair value of renewable obligation certificates,  investments at fair value through profit or loss and available-

for-sale investments.  The financial statements are presented in sterling.  This is the Group’s first reported period

of trading and therefore no comparative information has been disclosed.

3.2 Basis of consolidation

The consolidated financial statements comprise the financial statements of the Company and its subsidiaries as

at 30 June 2006.  

All intra-group balances, transactions, income and expenses and profits and losses resulting from intra-group

transactions that are recognised in assets, are eliminated in full.

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Group obtains

control, and continue to be consolidated until the date that such control ceases.  The financial statements of

subsidiaries are prepared for the same reporting period as the parent company, using consistent accounting

policies.

The acquisition of Cornwall Light and Power Co. Ltd and CLP Holdings Limited on 23 June 2005 has been

accounted for using the purchase method of accounting.  The purchase method of accounting involves

allocating the cost of the business combination to the fair value of the assets acquired and liabilities and

contingent liabilities assumed at the date of acquisition.  Accordingly, the consolidated financial statements

include the results of Cornwall Light & Power Co. Ltd and CLP Holdings Limited for the period from their

acquisition on 23 June 2005.  

3.3 Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and

the revenue can be reliably measured.  The following specific recognition criteria must also be met before

revenue is recognised:

a) Generation revenue

Revenue from the sale of electricity represents the invoice value, pre sales tax,  of electricity provided to third

parties and is recognised when the risks and rewards of ownership are substantially transferred.

b) ROCs, LECs revenue

Renewables Obligation Certificates (ROCs) are issued to qualifying renewables generators as evidence that a

licensed electricity supplier has supplied qualifying electricity to their customers in Great Britain. These

certificates may be traded separately from the electricity to which they relate through a system of limited
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banking and borrowing in order to give individual suppliers more flexibility as to how they meet the demands

of the Obligation.

Renewable energy generators who meet Customs & Excise conditions for exemption will be issued with Levy

Exemption Certificates (LECs) for their generation. The LECs transfer along with the electricity and can be used

by business consumers to claim levy exemption.

The fair value of Renewable Obligation Certificates are recognised in the income statement as operating income

when eligible electricity is generated.

c) Interest income

Revenue is recognised as interest accrues (using the effective interest method that is the rate that exactly

discounts estimated future cash receipts through the expected life of the financial instrument to the net carrying

amount of the financial asset).

d) Dividend income

Revenue is recognised when the Group’s right to receive the payment is established.

3.4 Share-based payment transactions

Warrant holders of the Group receive remuneration in the form of share-based payment transactions, whereby

warrant holders render services as consideration for equity instruments (‘equity-settled transactions’).  

Equity-settled transactions

The cost of equity-settled transactions with warrant holders is measured by reference to the fair value at the

date on which they are granted.  The fair value is determined using a binomial model, further details of which

are given in Note 27.  

The cost of equity-settled transactions is recognised, together with a corresponding increase in equity, over the

period in which the service conditions are fulfilled, ending on the date on which the relevant warrant holder

becomes fully entitled to the award (‘the vesting date’).  The cumulative expense recognised for equity-settled

transactions at each reporting date until the vesting date reflects the extent to which the vesting period has

expired and the Group’s best estimate of the number of equity instruments that will ultimately vest.  The income

statement charge or credit for a period represents the movement in cumulative expense recognised as at the

beginning end of that period.

The dilutive effect of outstanding warrants is reflected as additional share dilution in the computation of

earnings per share (see Note 14).

3.5 Taxes

Current tax

Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be

recovered from or paid to the taxation authorities.  The tax rates and tax laws used to compute the amount are

those that are enacted or substantively enacted by the balance sheet date.

Deferred tax

Deferred tax is provided using the liability method on temporary differences at the balance sheet date between

the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.  Deferred tax

assets/liabilities are carried on an undiscounted basis.
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Deferred tax liabilities are recognised for all taxable temporary differences, except:

• where the deferred tax liability arises from the initial recognition of goodwill or of an asset or liability in a

transaction that is not a business combination and, at the time of the transaction, affects neither the

accounting profit nor taxable profit and loss; and

• in respect of taxable temporary differences associated with investments in subsidiaries, associates and

interests in joint ventures, where the timing of the reversal of the temporary difference can be controlled and

it is probable that the temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, carry-forward of unused tax credits

and unused tax losses, to the extent that it is probable that taxable profit will be available against which the

deductible temporary differences, and the carry-forward of unused tax credits and unused tax losses can be

utilised except:

• where the deferred tax asset relating to the deductible temporary difference arises from the initial recognition

of an asset or liability in a transaction that is not a business combination and, at the time of the transaction,

affects neither the accounting profit nor taxable profit and loss; and

• in respect of deductible temporary differences associated with investments in subsidiaries, associates and

interests in joint ventures, deferred tax assets are recognised only to the extent that it is probable that the

temporary differences will reverse in the foreseeable future and taxable profit will be available against which

the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent

that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax

assets to be utilised. Unrecognised deferred tax assets are reassessed at each balance sheet date and are

recognised to the extent that it has become probable that future taxable profit will allow the deferred tax asset

to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the

asset or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted

at the balance sheet date.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set off current tax

assets against current tax liabilities and the deferred taxes relate to the same taxable entity and the same

taxation authority.

Sales tax

Revenues, expenses and assets are recognised net of the amount of sales tax except:

• where the sales tax incurred on a purchase of assets or services is not recoverable from the taxation authority,

in which case the sales tax is recognised as part of the cost of acquisition of the asset or as part of the expense

item as applicable; and

• receivables and payables that are stated with the amount of sales tax included.

The net amount of sales tax recoverable from, or payable to, the taxation authority is included as part of

receivables or payables in the balance sheet.

3.6 Property, plant and equipment

Plant and equipment is stated at cost, excluding the costs of day-to-day servicing, less accumulated depreciation

and accumulated impairment in value.  Such cost includes the cost of replacing part of such plant and
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equipment when that cost is incurred if the recognition criteria are met.  Depreciation is calculated as follows

Wind turbines - straight line basis over 20 years

Other equipment - straight line basis over 5 years

The carrying values of plant and equipment are reviewed for impairment when events or changes in

circumstances indicate that the carrying value may not be recoverable.

3.7 Goodwill

Goodwill acquired in a business combination is initially measured at cost being the excess of the cost of the

business combination over the Group’s interest in the net fair value of the identifiable assets, liabilities and

contingent liabilities.  Following initial recognition, goodwill is measured at cost less any accumulated

impairment losses.  Goodwill is reviewed for impairment, annually or more frequently if events or changes in

circumstances indicate that the carrying value may be impaired.

For the purpose of impairment testing, goodwill acquired in a business combination is, from the acquisition

date, allocated to each of the cash-generating units to which it relates, or groups of cash-generating units, that

are expected to generate future cash flows, irrespective of whether other assets or liabilities of the Group are

assigned to those units or groups of units.  Each unit or group of units to which the goodwill is so allocated:

• represents the lowest level within the Group at which the goodwill is monitored for internal management

purposes; and

• is not larger than a segment based on either the Group’s primary or the Group’s secondary reporting format

determined in accordance with IAS 14 Segment Reporting.

Impairment is determined by assessing the recoverable amount of the cash-generating unit (group of cash-

generating units), to which the goodwill relates.  Where the recoverable amount of the cash-generating unit

(group of cash-generating units) is less than the carrying amount, an impairment loss is recognised.  Where

goodwill forms part of a cash-generating unit (group of cash-generating units) and part of the operation within

that unit is disposed of, the goodwill associated with the operation disposed of is included in the carrying

amount of the operation when determining the gain or loss in disposal of the operation.  Goodwill disposed of

in this circumstance is measured based on the relative values of the operation disposed of and the portion of

the cash-generating unit retained.

3.8 Development costs

Renewable energy project development costs

An intangible asset arising from the development expenditure on an individual renewable energy project is

recognised only when the Group can demonstrate the technical feasibility of completing the intangible asset so

that it will be available for sale, its intention to complete and its ability to use or sell the asset, how the asset

will generate future economic benefits, the availability of resources to complete and the ability to measure

reliably the expenditure during the development.  Following the initial recognition of the development

expenditure, the cost model is applied requiring the asset to be carried at cost less any accumulated

amortisation and accumulated impairment losses.  Any expenditure capitalised is amortised over the period of

expected future sales from the related project.

The carrying value of development costs is reviewed for impairment annually when the asset is not yet in use

or more frequently when an indication of impairment arises during the reporting year.
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A summary of the policies applied to the Group’s intangible assets is as follows:

Development costs

Useful life Finite

Method used Amortised over the period of expected future sales from the 

related project on a straight-line basis

Internally generated or acquired Both

Impairment testing/recoverable Annually for assets not yet in use and more frequently when

anamount testing indication of impairment exists. The amortisation method is 

reviewed at each financial year-end.

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the

net disposal proceeds and the carrying amount of the asset and are recognised in the income statement when

the asset is derecognised.

3.9 Impairment of assets

The Group assesses at each reporting date whether there is an indication 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 asset’s recoverable amount.  An asset’s recoverable amount is the higher of an asset’s or cash-generating

unit’s fair value less costs to sell and its value in use and is determined for an individual asset unless the asset

does not generate cash inflows that are largely independent of those from other assets or groups of assets.

When the carrying amount of an asset exceeds its recoverable amount, the asset is considered impaired and is

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 specific to the asset.  Impairment losses of continuing operations are

recognised in the income statement in those expense categories consistent with the function of the impaired

asset.

An assessment is made at each reporting date as to whether there is any indication that previously recognised

impairment losses may no longer exist or may have decreased.  If such indication exists, the recoverable amount

is estimated. A previously recognised impairment loss is reversed only if there has been a change in the estimates

used to determine the asset’s recoverable amount since the last impairment loss was recognised.  If that is the

case the carrying amount of the asset is increased to its recoverable amount.  That increased amount cannot

exceed the carrying amount that would have been determined, net of depreciation, had no impairment loss

been recognised for the asset in prior years.  Such reversal is recognised in the income statement unless the

asset is carried at revalued amount, in which case the reversal is treated as a revaluation increase.  After such a

reversal the depreciation charge is adjusted in future periods to allocate the asset’s revised carrying amount, less

any residual value, on a systematic basis over its remaining useful life.

3.10 Investments

Financial assets in the scope of IAS 39 are classified as either investments at fair value through profit or loss, or

available-for-sale investments, as appropriate.  When financial assets are recognised initially, they are measured

at fair value, plus, in the case of investments not at fair value through profit or loss, directly attributable

transaction costs.  The Group determines the classification of its financial assets after initial recognition and,

where allowed and appropriate, re-evaluates this designation at each financial year-end.

All regular way purchases and sales of financial assets are recognised on the trade date i.e. the date that the

Group commits to purchase the asset.  Regular way purchases or sales are purchases or sales of financial assets

that require delivery of assets within the period generally established by regulation or convention in the
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marketplace.

Investments at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading and those assets

designated at fair value through profit or loss.  Financial assets are classified as held for trading if they are

acquired for the purpose of selling in the near term.  Derivatives are also classified as held for trading unless

they are designated and effective hedging instruments.  Gains or losses on investments held for trading are

recognised in income.

The Group’s investment in the Tymien wind project, via Invenergy Wind US LLC, has been classified as a financial

asset at fair value though profit or loss.  The Group has applied the exemption set out in IAS 31 Interests in Joint

Ventures and elected not to consolidate the results of Invenergy Wind US LLC.

Available-for-sale investments

Available-for-sale investments are those non-derivative financial assets that are designated as available-for-sale

or are not classified in any of the categories set out in IAS 39.  After initial recognition available-for-sale

investments are measured at fair value with gains or losses being recognised as a separate component of equity

and unrealised foreign exchange gains or losses taken through the income statement, until the investment is

derecognised or until the investment is determined to be impaired at which time the cumulative gain or loss

previously reported in equity is included in the income statement.

The fair value of investments that are actively traded in organised financial markets is determined by reference

to quoted market bid prices at the close of business on the balance sheet date.  For investments where there is

no active market, fair value is determined using valuation techniques.  Such techniques include using recent

arm’s length market transactions, reference to the current market value of another instrument, which is

substantially the same, discounted cash flow analysis and option pricing models.

3.11 Derecognition of financial assets and liabilities

Financial assets

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is

derecognised where:

• the rights to receive cash flows from the asset have expired

• the Group retains the right to receive cash flows from the asset, but has assumed an obligation to pay them

in full without material delay to a third party under a ‘pass-through’ arrangement, or

• the Group has transferred its rights to receive cash flows from the asset and either (a) has transferred

substantially all the risks and rewards of the asset, or (b) has neither transferred nor retained substantially all

the risks and rewards of the asset, but has transferred control of the asset

Where the Group has transferred its rights to receive cash flows from an asset and has neither transferred nor

retained substantially all the risk and rewards of the asset nor transferred control of the asset, the asset is

recognised to the extent of the Group’s continuing involvement in the asset.  Continuing involvement that takes

the form of a guarantee over the transferred asset is measured at the lower of the original carrying amount of

the asset and the maximum amount of consideration that the Group could be required to repay.

Where continuing involvement takes the form of a written and/or purchased option (including a cash-settled

option or similar provision) on the transferred asset, the extent of the Group’s continuing involvement is the

amount of the transferred asset that the Group may repurchase, except that in the case of a written put option

(including a cash-settled option or similar provision) on an asset measured at fair value, the extent of the

Group’s continuing involvement is limited to the lower of the fair value of the transferred assets and the option
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exercise price.

Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

Where an existing financial liability is replaced by another from the same lender on substantially different terms,

or the terms of an existing liability are substantially modified, such an exchange or modification is treated as a

derecognition of the original liability and the recognition of a new liability, and the difference in the respective

carrying amounts is recognised in profit and loss.

3.12 Impairment of financial assets

The Group assesses at each balance sheet date whether a financial asset or group of financial assets is impaired.

Available-for-sale investments

If an available-for-sale investment is impaired, an amount comprising the difference between its cost (net of any

principal payment and amortisation) and its current fair value, less any impairment loss previously recognised in

profit and loss, is transferred from equity to the profit and loss account.  Reversals in respect of equity

instruments classified as available-for-sale are not recognised in profit.   Reversals of impairment losses on debt

instruments are reversed through profit and loss, if the increase in fair value of the instrument can be objectively

related to an event occurring after the impairment loss was recognised in profit and loss.

3.13 Trade receivables

Trade receivables are recognised and carried at original invoice amount less an allowance for any uncollectable

amounts. Provision is made when there is objective evidence that the Group will not be able to collect the debts.

Bad debts are written off when identified.  The fair value of trade and other receivables is equal to the carrying

amount.

3.14 Cash and cash equivalents

Cash and cash equivalents in the balance sheet comprise cash in hand and deposits held at call with banks. 

3.15 Share capital

Ordinary shares are classified as equity.  Incremental costs directly attributable to the issue of new shares are

shown in equity as a deduction from the share premium account.

3.16 Dividend distribution

Dividend distribution to the Company’s shareholders is recognised as a liability in the Group’s financial

statements in the period in which the dividends are approved by the Company’s shareholders.

3.17 Foreign currency translation

The consolidated financial statements are presented in sterling, which is the Company’s functional currency and

the Group’s presentation currency.  Each entity in the Group determines its own functional currency and items

included in the financial statements of each entity are measured using that functional currency.  Transactions in

foreign currencies are initially recorded in the functional currency rate ruling at the date of the transaction.

Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency rate

of exchange ruling at the balance sheet date.  All differences are taken to profit and loss.  Non-monetary items

that are measured in terms of historical cost in a foreign currency are translated using the exchange rates as at

the dates of the initial transactions.  Non-monetary items measured at fair value in a foreign currency are

translated using the exchange rates at the date when the fair value was determined.

3.18 Derivative financial instruments and hedging
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The Group uses derivative financial instruments such as forward currency contracts to hedge its risks associated

with foreign currency fluctuations.  Such derivative financial instruments are initially recognised at fair value on

the date on which a derivative contract is entered into and are subsequently remeasured at fair value.

Derivatives are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

Any gains or losses arising from the changes in fair value on derivatives that do not qualify for hedge accounting

are taken directly to net profit and loss for the year.

The fair value of forward currency contracts is calculated by reference to current forward exchange rates for

contracts with similar maturity profiles.  

4. Financial risk management objectives and policies

The Group’s principal financial instruments, other than derivatives, comprise cash and short-term deposits.  The

main purpose of these financial instruments is to raise finance until further investment opportunities are entered

into.  The Group has various other financial assets and liabilities such as trade receivables and trade payables,

which arise directly from its operations.

The Group also enters into derivative transactions, principally forward currency contracts.  The purpose is to

manage the currency risks arising from the Group’s investments.

The main risks arising from the Group’s financial instruments are foreign currency risk and credit risk.  The board

reviews and agrees policies for managing each of these risks and they are summarised below. 

Foreign currency risk

As a result of investments at fair value through profit or loss, the Group’s balance sheet can be affected by

movements in the Polish Zloty/GBP exchange rate.  During the period the Group did not seek to hedge the

exposure in investments at fair value through profit or loss.  

The Group also has transactional currency exposures. Such exposures arise from sales and purchases of

available-for-sale investments in currencies other that the Group’s functional currency.  100% of the Group’s

available-for-sale investments are denominated in currencies other than the functional currency.  At 31

December 2005 approximately 100% of the Group’s transactional currency exposure from available-for-sale

investments was hedged, although hedge accounting was not applied. The forward currency contracts must be

in the same currency as the hedged item.  It is the Group’s policy not to enter into forward contracts until a

firm commitment is in place.

Credit risk

The Group trades only with recognised, creditworthy third parties. In addition, receivable balances are

monitored on an ongoing basis with the result that the Group’s exposure to bad debts is not significant.  

With respect to credit risk arising from the other financial assets of the Group, which comprise cash and cash

equivalents, available-for-sale investments and certain derivative instruments, the Group’s exposure to credit risk

arises from default of the counterparty, with a maximum exposure equal to the carrying amount of these

instruments.

Interest rate risk

The Group’s exposure to the risk of changes in market interest rate relates primarily to the Group’s available-

for-sale investments which have fixed interest rates.  

4.1 Financial instruments - credit risk
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There are no significant concentrations of credit risk within the Group.

4.2 Financial instruments – forward currency contracts

The Group had six forward currency contracts outstanding at 30 June 2006 designated as hedges of future

bond maturities denominated in US$ and Canadian $. The forward currency contracts are being used to hedge

the foreign currency risk of the firm commitments. The terms of these contracts are as follows:

Maturity Exchange Fair value

rate £ 

Forward contracts to hedge future sales

US$ 2,710,000 31 August 2006 1.8726 1,519

CAD$ 3,505,000 31 August 2006 2.0578 11,126

12,645

Forward contracts to hedge future purchases

US$ 3,375,000 26 July 2006 1.8714 83,746

83,746

4.3 Financial instruments – effective interest rates, maturity dates and fair value

Set out below is a comparison by category of carrying amounts and fair values of all the Group’s financial

instruments that are carried in the financial statements.

The fair value of financial instruments traded in active markets (such as available-for-sale securities) is based on

quoted market prices at the balance sheet date.  The quoted market price used for financial assets held by the

Group is the current bid price.

Maturity Effective Carrying value Nominal value

Interest value and fair in foreign

rate value currency

% £

Non-current assets

Investments at fair Long term investment,

value through profit or loss no fixed maturity 15.0 8,358,253

Current assets

Available-for-sale investments 31 July 2006 2.75 1,080,749 US$ 2,000,000

Available-for-sale investments 21 November 2006 4.125 538,173 US$ 1,000,000

Available-for-sale investments 28 December 2006 6.0 541,399 US$ 1,000,000

Available-for-sale investments 29 December 2006 2.75 533,944 US$ 1,000,000

Available-for-sale investments 19 March 2007 5.125 539,450 US$ 1,000,000

Available-for-sale investments 11 December 2007 5.0 232,565 CAD$ 478,000

Available-for-sale investments 15 March 2008 4.4 968,944 CAD$ 2,000,000

Available-for-sale investments 22 May 2008 3.75 477,838 CAD$ 1,000,000

Total 4,913,062

Cash On demand 4.25 24,590,592

Cash On demand 2.7 4,021,172

Total 28,611,764

4.4 Fair value estimation
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The fair value of PPE from the acquisition of Cornwall Light & Power Co. Ltd is based on the value in use.  The

value in use is calculated using the latest budgeted/forecast cash flows of the cash generating unit or units and

a risk adjusted discount rate.  The value in use was calculated using a discount rate of 10%.

The fair value of joint ventures accounted for as investments at fair value through profit or loss is based on the

value in use.  The value in use is calculated using the latest budgeted/forecast cash flows of the cash generating

unit or units and a risk adjusted discount rate.  The value in use was calculated using a discount rate of 15%.

Renewable Obligation Certificates (ROC) unsold and held on the register operated by Ofgem are valued at the

last sale price achieved.

5.    Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experience and other factors,

including expectations of future events that are believed to be reasonable under the circumstances.

5.1 Critical estimates and assumptions

The Group makes estimates and assumptions concerning the future.  The resulting accounting estimates will,

by definition, seldom equal the related actual results.  The estimates and assumptions that have a significant

risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial

year are discussed below.

a) Investment in Tymien

The fair value of joint ventures accounted for as investments at fair value through profit or loss is based

on the value in use.  The value in use is calculated using the latest budgeted/forecast cash flows of the

cash generating unit or units and a risk adjusted discount rate.

b) Electricity prices

The Group has signed a 2.5 year power purchase agreement (PPA) with Smartest Energy covering the

metered output generated by the Goonhilly Downs wind farm.  Estimated income from wind farms

currently under development is not covered by an existing PPA. A 10% increase/(reduction) in price will

increase/(decrease) gross profit by £42,183, assuming that estimated output is achieved.

c) ROC prices

The fair value of ROCs is recognised on the balance sheet using the current market price.  The market

price assumed in the next financial year is £43.00 per ROC.  A 10% increase/(reduction) in price will

increase/(decrease) gross profit by £75,444, assuming that estimated output is achieved.

6. Operating lease commitments

Cornwall Light & Power Co. Ltd has entered into a 25 year lease agreement dated 14 December 1992 in respect

of land on which the wind turbines, at Goonhilly Downs, are situated.  The current rent is £32,900 per annum.

Future minimum rentals under non-cancellable operating leases as at 30 June 2006 are as follows:

- within one year £32,900

- after one year but not more than five years £131,600

- more than five years £213,850
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7. Related party disclosures

The consolidated financial statements include the financial statements of Renewable Energy Generation Limited

and the subsidiaries listed in the following table.

Country of % equity

Name incorporation interest

CLP Holdings Limited UK 100

Cornwall Light & Power Co. Ltd UK 100

Renewable Energy Generation Limited is the ultimate parent entity.

The following table provides the total amount of transactions, which have been entered into with related parties

for the reported period.

Purchases from Owed to 

Related Party related parties related parties

£ £

Entity with a director in common (Andrew Whalley – REG director):

REG Power Management Limited 341,199 -

Entity with a director in common (Neil Harris – Nth Power):

Nth Power Limited 73,770 -

Entity with a director in common

(Bruce Woodman – CLP director):

Pure Energy Professionals Limited 122,380 11,296

537,349 11,296

As disclosed in Note 27, the Company granted 2,750,000 warrants to REG Power Management Limited.

As disclosed in Note 10, the Company incurred Directors’ fees of £157,574 during the period.

Joint venture in which the parent is a venturer

Invenergy Wind Europe LLC

The Group has a 50% interest in Invenergy Wind Europe LLC (Note 17).

8. Contingent liabilities

As mentioned in Note 26 the Company has entered into transactions that involve deferred consideration being

paid; the value and subsequent payment of which are contingent on certain conditions being met. As at 30

June 2006 the Company has not recognised a contingent liability in relation to this transaction.

9. Segment information
a) Primary reporting format - business segments
At 30 June 2006, the Group is organised on a worldwide basis into two main business segments: energy
generation and finanancial investment management.

The segment results for the period ended 30 June 2006 are as follows:
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Other segment items included in the income statement are as follows:

The segment assets and liabilities at 30 June 2006 and capital expenditure for the period then ended are as

follows:

Financial
Energy investment

generation management Group
£ £ £

Total gross segment sale and
other operating income 743,830 - 743,830

Sales and other 
operating income 743,830 - 743,830

Operating loss (88,485) (1,095,554) (1,184,039)

Other income - 390,626 390,626

Finance income 10,114 1,367,291 1,377,405

(Loss) / profit 
before income tax (78,371) 662,363 583,992

Income tax expense (60,155) (600) (60,755)

(Loss)/profit for the period (138,526) 661,763 523,237

Energy generation income 
is broken down as follows:

Electricity sales 408,186
ROC sales 286,519
LEC sales 33,737

TRIAD sales 15,388
743,830

Energy Investment
generation management Group

£ £ £

Depreciation 328,449 - 328,449

Financial
Energy investment

generation management Group

Assets 15,512,622 38,060,818 53,573,440

Liabilities 632,571 231,974 864,545

Capital expenditure 10,874,228 8,060,492 18,934,720
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Segment assets consist primarily of property, plant and equipment, intangible assets,receivables and operating 
cash.

Segment liabilities comprise operating liabilities.

Capital expenditure comprises additions to property, plant and equipment and intangible assets, including
additions resulting from acquisitions through business combinations.

b) Secondary reporting format - geographical segments
The Company is domiciled in Guernsey.

Sales are allocated based on the country in which the customer is located.

Total assets are allocated based on where the assets are located.

Capital expenditure is allocated based on where the assets are located.

30 June
2006

£
Sales

UK 743,830

At
30 June

2006
Total assets £

UK 45,215,187
Poland 8,358,253

53,573,440

Period ended
30 June

2006
Capital expenditure £

UK 10,874,228
Poland 8,060,492

18,934,720

Period ended
30 June

2006
Analysis of sales by category £

Sales of energy 743,830
Investment income -
Dividend income -

743,830

Period ended
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10. Expenses by nature

Classified as:
- cost of sales

- administrative expenses

25 April 2005 to
30 June

2006
£

Management fees 472,615
Depreciation 328,449
Administration & audit 273,034
Legal & professional fees 209,183
Share based payment expense 191,368
Directors’ fees 157,574
Operations & maintenance 134,849
Travel & subsistence 46,067
Insurance 36,919
Rent 33,316
Investment committee expenses 20,000
Rates 15,160
Bank charges & interest 11,594
Utilities 5,183
Foreign exchange gains (7,442)
Total 1,927,869

Management fees 341,199
Depreciation 328,070
Operations & maintenance 134,849
Total 804,118

Administration & audit 273,034
Legal & professional fees 209,183
Share based payment expense 191,368
Directors’ fees 157,574
Management fees 131,416
Travel & subsistence 46,067
Insurance 36,919
Rent 33,316
Investment committee expenses 20,000
Rates 15,160
Bank charges & interest 11,594
Depreciation 379
Foreign exchange gains (7,442)
Total 1,118,568

- other operating expenses
Utilities 5,183
Total 5,183
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11. Other income

12. Finance income

13. Tax

The tax on the Group's profit before tax differs from the theoretical amount that would arise using the weighted
average tax rate applicable to profits of the consolidated companies as follows:

The weighted average applicable tax rate was 10.4%. This is caused by the Renewable Energy Generation
Limited being domiciled in Guernsey and not being subject to tax.

25 April 2005 to
30 June

2006
£

Realised gains
- realised gain on available-for-sale investments (Note 20) 92,865
Fair value gains on financial instruments:
- unrealised gain on investments at fair value through profit or loss (Note 17) 297,761

390,626

25 April 2005 to
30 June

2006
£

Interest income:
- bond interest 317,527
- bank interest 1,059,878

1,377,405

30 June
2006

£

Current 113,221
Deferred tax (Note 23) (52,466)

60,755

30 June
2006

Profit before tax 583,992
Tax calculated at domestic tax rates applicable to profits in the respective countries 213,968
Effects of:
- tax exempt profits from Guernsey based Company (201,459)
- small companies relief (23,850)
- change in tax rate -
- excess of depreciation over capital allowances 403
- notional Guernsey tax charge 600
- tax effect of fair value adjustment on acquisition of subsidiary 59,043
- non-deductible expenses 12,050

Tax expense 60,755
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14. Earnings per share
Basic
Basic earnings per share is calculated by dividing the profit attributable to equity holders of the Company by
the weighted average number of ordinary shares in issue during the period.

Diluted
Diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares
outstanding to assume conversion of all dilutive potential ordinary shares. The Company has only one category
of dilutive potential ordinary shares: warrants.

The calculation is performed for the warrants to determine the number of shares that could have been acquired
at fair value (determined as the average annual market share price of the Company's shares) based on the
monetary value of the subscriptions rights to outstanding warrants. The number of shares calculated as above
is compared with the number of shares that would have been issued assuming the exercise of the warrants.

15.    Property, plant and equipment

Wind turbines includes £1,562,583 relating to assets under construction. This represents costs which have been
incurred in the course of developing wind projects. All expenditure that is capitalised is amortised over the
period of expected future sales from the related project. During the period to 30 June 2006 there were no sales
from development projects and therefore no amortisation has been expensed during the period.

30 June
2006

Profit attributable to equity holders of the Company £523,237
Weighted average number of ordinary shares in issue 41,658,986
Basic earnings per share 1.26p

30 June
2006

Profit attributable to equity holders of the Company £523,237
Weighted average number of ordinary shares in issue 41,658,986
Adjustment for warrants 2,597,926
Weighted average number of ordinary shares for diluted earnings per share 44,256,912
Diluted earnings per share 1.18p

Fixtures,
Wind fittings and

turbines equipment Total
£ £ £

Opening net book amount  at 25 April 2005 - - -
Acquisition of subsidiary (Note 26) 2,371,826 1,158 2,372,984
Additions 1,562,583 - 1,562,583
Disposals - - -
Depreciation charge (328,070) (379) (328,449)
Closing net book amount at 30 June 2006 3,606,339 779 3,607,118

At 30 June 2006
Cost or valuation 8,078,334 5,401 8,083,735
Accumulated depreciation (4,471,995) (4,622) (4,476,617)
Net book amount 3,606,339 779 3,607,118
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16. Development costs and Goodwill

Development costs includes the acquired cost of £4,156,424 for 24 wind projects in the UK. The total portfolio,
which exceeds 75MW, comprises of nationally distributed projects utilising 2 or 3 turbines. Any expenditure that
is capitalised is amortised over the period of expected future sales from the related project. During the period
to 30 June 2006 there were no sales from development projects and therefore no amortisation has been
expensed during the period.

17. Investments at fair value through profit or loss

On 24 August 2005 the Group entered into a 50% joint venture with Invenergy Wind LLC, a Delaware limited
liability company. The investment in the wind farm at Tymien, Poland has been made via Invenergy Wind Europe
LLC. The Group has elected to treat the interest in the joint venture as an investment at fair value through profit
or loss and has therefore not consolidated the results of Invenergy Wind Europe LLC in these consolidated
financial statements.

Additions during the period represents the investment in Tymien, a Polish wind project with a capacity of 50MW.

The investment in Tymien has been revalued to its fair value, being the recoverable amount, determined based
on value in use calculations. These calculations use cash flow projections based on financial budgets approved
by management covering a 20 year period.

18. Inventories

Stock consists of spare parts valued at historical cost.

Development
costs Goodwill Total

£ £ £

Opening net book amount  at 25 April 2005 - - -
Acquisition of subsidiary (Note 26) - 3,009,914 3,009,914
Additions (Note 3.8) 4,156,424 - 4,156,424
Closing net book amount at 30 June 2006 4,156,424 3,009,914 7,166,338

At 30 June 2006
Cost or valuation 4,156,424 3,009,914 7,166,338
Net book amount 4,156,424 3,009,914 7,166,338

30 June
2006

£

At 25 April 2005 -
Additions 8,060,492
Fair value gain (Note 5.1) 297,761
At 30 June 2006 8,358,253

30 June
2006

£

Stock 16,831
16,831



40 Annual Report & Accounts 2006

19.    Trade and other receivables

Trade receivables are non-interest bearing and are generally on 30 day terms.

20.    Available-for-sale investments

21.    Fair value reserve

The fair value loss on available-for-sale investments represents the unrealised loss on the revaluation of bonds
held at the bid price as at 30 June 2006. The loss has been taken to equity.

30 June
2006

£

Forward exchange contracts (Note 4.2) 83,746
Prepayments and accrued income 547,650
Trade receivables 1,496
Social security and other taxes 267,182

900,074

In the period to 30 June 2006 accrued income has been included as follows:
- bond interest receivable 94,163
- LECs, TRIADS and generation not yet billed 37,908

132,071

30 June
2006

£

At 25 April 2005 -
Additions 16,830,767
Disposals (11,901,189)
Fair value adjustment, unrealised loss taken to equity (66,308)
Unrealised foreign exchange gain 49,792
At 30 June 2006 4,913,062

Bonds:
- Corporate investment grade 2,863,369
- Securitised/collateralised/mortgage backed securities 1,080,749
- Quasi and foreign government 968,944

4,913,062

The carrying amounts of the above financial assets are classified as follows:

Available-for-sale 4,913,062
4,913,062

30 June
2006

£
Available-for-sale investments
- fair value adjustment, unrealised loss taken to equity (66,308)

(66,308)



22.    Share-based payment reserve

23.    Deferred tax
Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax
assets against current tax liabilities and when the deferred income taxes relate to the same fiscal authority. The
offset amounts are as follows:

The movement in deferred tax assets and liabilities during the period, without taking into consideration the
offsetting of balances within the same tax jurisdictions, is as follows:

24.    Trade and other payables

Other related parties refers to REG Power Management Limited, Pure Energy Professionals Limited and Nth
Power Limited (Note 7).

30 June
2006

£
Warrants:
- fair value of warrants (Note 27) 191,368

191,368

30 June
2006

£
- deferred tax asset -

Deferred tax liabilities:
- deferred tax liability 617,922

The gross movement on the deferred income tax account is as follows:

At 25 April 2005 -
Acquisition on subsidiary (Note 26) 670,388
Income statement charge (Note 13) (52,466)
At 30 June 2006 617,922

Accelerated tax
depreciation Total

£ £
Deferred tax liabilities
At 25 April 2005 - -
Charged/(credited) to income statement (52,466) (52,466)
Acquisition of subsidiary 670,388 670,388
At 30 June 2006 617,922 617,922

30 June
2006

£

Forward exchange contracts (Note 4.2) 12,645
Accrued expenses 215,250
Other related parties 11,296
Trade payables 170,621

409,812
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25.    Cash generated from operations

26.    Business combinations
On 23 June 2005, the Group acquired 100% of the share capital of CLP Holdings Ltd and The Cornwall Light
& Power Co. Ltd, an independent power generator. The acquired business contributed revenues of £743,830
and a net loss of £18,456 to the Group for the period from 23 June 2005 to 30 June 2006.

The goodwill is attributable to the following factors:
- significant emphasis was placed on the power output performance of the Goonhilly Downs wind farm
- the potential to re-power the Goonhilly Downs site improving the power output
- the ability to access materially higher electricity prices

The assets and liabilities arising from the acquisition are as follows:

The fair value of property, plant and equipment is based on the value in use. The value in use is calculated using
the latest budgeted/forecast cash flows, covering the remaining 8 year useful life of the  underlying assets of
the cash generating unit or units and a discount rate of 10%.

30 June
2006

£

Profit before tax for the period 583,992
Adjustments for:
- depreciation (Note 15) 328,449
- unrealised gain on investments at fair value through profit and loss (Note 17) (297,761)
- realised gain on available-for-sale investments (Note 11) (92,865)
- unrealised foreign exchange gain on available-for-sale investments (Note 20) (49,792)
- charge in respect to warrants (Note 22) 191,368
- interest income (Note 12) (1,377,405)
Changes in working capital:
- trade and other receivables (347,067)
- inventories (16,831)
- trade and other payables 352,194
- income tax paid (68,740)
Cash used in operations (794,458)

Details of net assets acquired and goodwill are as follows:
Purchase consideration: £
- cash paid 5,071,939
- direct costs relating to the acquisition 176,292
Total purchase consideration 5,248,231
Fair value of net assets acquired 2,238,317
Goodwill 3,009,914

Acquiree's
carrying

Fair value amount
£ £

Cash and cash equivalents 93,010 93,010
Property, plant and equipment 2,372,984 1,505,158
Receivables 553,008 631,075
Payables (110,297) (168,619)
Net deferred tax liabilities (670,388) (410,040)
Net assets acquired 2,238,317 1,650,584



A deferred payment of £500,000 will be due in the event that the Goonhilly Downs site is re-powered and the
re-powering of the site results in turbines being constructed with an aggregate output of more than 6MW. As
at 30 June 2006 the management’s intention is to re-power the site but no agreements have been formally
entered into. 

On 3 August 2006, the Group acquired 100% of the share capital of AIM PowerGen Inc a Canadian wind
developer.

The goodwill is attributable to the following factors:
- the pipeline of Canadian wind projects
- the expertise of the development team

The assets and liabilities arising from the acquisition are as follows:

27.    Share-based payments
The Group operates a warrant program that is equity-settled and is without market conditions attached. The
fair value of the granted warrants is reported as an administration expense with a corresponding increase in
shareholders' equity. Fair value is calculated at the grant date and allocated over the period during which the
benefit is earned. The estimate of the level of vesting is reviewed at least annually, with any impact on the
cumulative charge being recognised immediately. The charge is based on the market value of the award as at
the date of grant.

Purchase consideration settled in cash 5,248,231
Cash and cash equivalents in subsidiary acquired (93,010)
Cash outflow on acquisition 5,155,221

Details of net assets acquired and goodwill are as follows:
Purchase consideration: £
- cash paid 9,395,507
- shares issued at fair value 4,355,907
- direct costs relating to the acquisition 266,090
Total purchase consideration 14,017,504
Fair value of net assets acquired 248,158
Goodwill 13,769,346

Acquiree's
carrying

Fair value amount
£ £

Cash and cash equivalents 133,362 133,362
Property, plant and equipment 172,257 172,257
Receivables 22,042 22,042
Payables (79,503) (79,503)
Net assets acquired 248,158 248,158

Purchase consideration settled in cash 9,395,507
Cash and cash equivalents in subsidiary acquired (133,362)
Cash outflow on acquisition 9,262,145
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The fair value of warrants granted during the period was determined using the Binomial model and was
16.7012p. The significant inputs into the model were share price of 102.50p at the grant date, exercise price
shown above, volatility of 10%, expected vesting period of 36 months and 4.5% risk-free rate (10 year gilts).
The volatility is the expected future volatility based on the history of the utilities sector.

There are no vesting conditions attached to the warrants.

The expense recognised in the period to 30 June 2006 is £191,368

The warrants were initially granted to REG Power Management (RPM) Limited.

28.    Dividends per share

A dividend of 3p per share, amounting to a total dividend of £1,759,372 was proposed by the directors at their
meeting on 19 September 2006. The proposed dividend has not been recognised as a liability as at 30 June
2006.

29.    Share capital
During the period, the issued share capital was increased by £5,500,000 by the creation of 55,000,000 ordinary
shares of 10p each. The total consideration received was £55,000,000. Issue costs of £2,649,750 have been
offset against the share premium account.

2006

Average
exercise

price (per Outstanding
warrant) warrants

At 25 April 2005 - -
Granted 1.000 2,750,000
Exercised - -
At 30 June 2006 1.000 2,750,000

2006
£

Declared and paid during the period
Equity dividends on ordinary shares:
First interim dividend declared and paid - 1p 550,000

Proposed (not recognised as a liability at 30 June 2006)
Equity dividends on ordinary shares:
Second interim dividend declared - 3p 1,759,372

Authorised 30 June 2006
Ordinary shares of 10p each 55,000,000

30 June 2006
Ordinary shares No. of shares £
Issued and fully paid at 22 April 2005 25,000,000 2,500,000
Issued and fully paid at 1 November 2005 30,000,000 3,000,000

55,000,000 5,500,000



The Company has one class of ordinary shares which carry no right to fixed income.

A resolution to reduce the Share Premium account by £10,000,000 was proposed and passed at an
Extraordinary General Meeting on 3 April 2006. The application to reduce the Share Premium account was
approved by the Royal Court of Guernsey on 21 April 2006.

30.    Net asset value (NAV)
Basic
Basic NAV per share is calculated by dividing the total assets less total liabilities of the Company by the total
number of ordinary shares in issue at the end of the accounting period.

Diluted
Diluted NAV per share is calculated by adjusting the total assets less total liabilities of the Company by adding
the consideration received from conversion of all dilutive potential ordinary shares. The Company has only one
category of dilutive potential ordinary shares: warrants.

*Exercise price of £1 per share

30 June
2006

Total assets less total liabilities £52,448,547
Total number of ordinary shares in issue at the end of the period 55,000,000
Basic NAV per share 95.36p

30 June
2006

Total assets less total liabilities as above £52,448,547
Consideration receivable from the exercising of outstanding warrants* £2,750,000

£55,198,547
Total number of ordinary shares in issue at the end of the period 55,000,000
Adjustment for warrants 2,750,000
Weighted average number of ordinary shares for diluted earnings per share 57,750,000
Diluted NAV per share 95.58p
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RENEWABLE ENERGY GENERATION LIMITED

NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the First Annual General Meeting of the Company will be held at Trafalgar Court,

Les Banques, St Peter Port, Guernsey, Channel Islands on 12 January 2007 at 10:30am.

Resolution on 

Form of Proxy Agenda

1. To elect a Chairman of the Meeting.

Ordinary Resolution 1 2. To approve and adopt the Report and Financial Statements of the 

Company for the period ending 30 June 2006.

Ordinary Resolution 2 3. To re-elect Ernst & Young as Auditors of the Company.

Ordinary Resolution 3 4. To authorise the Board of Directors to determine the remuneration of 

the Auditors.

Ordinary Resolution 4 5. To re-elect Andrew Whalley as a Director of the Company in accordance with

Article 17.3 of the Articles of Association and the London Stock Exchange 

Listing Rules.

Ordinary Resolution 5 6. To re-elect John Donelan as a Director of the Company in accordance with 

Article 17.3 of the Articles of Association and the London Stock Exchange

Listing Rules.

7. Any other business.

By Order of the Board

For and on behalf of 

Northern Trust International Fund Administration 

Services (Guernsey) Limited

Secretary

20th December 2006 

Notes

A Member entitled to attend and vote is entitled to appoint one or more proxies to attend and vote instead of

him. The requisite form is attached hereto and must be delivered to PO Box 255, Trafalgar Court, Les Banques,

St Peter Port, Guernsey, GY1 3QL at least forty-eight hours before the time of the Meeting.  

A proxy need not be a Member.
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PROXY FORM

I/We 

of

being a Member/Members of Renewable Energy Generation Limited hereby appoint

(see Note 1) 

or failing him the Chairman of the Meeting or the Company Secretary, as my/our proxy to attend and vote for

me/us on my/our behalf at the First Annual General Meeting of the Company to be held at Trafalgar Court, Les

Banques, St Peter Port, Guernsey, Channel Islands on 12 January 2007 at 10:30am and at any adjournment

thereof.

Signature(s) ………………………………...............................................Date ……..................…………………..

Notes

1. A Member entitled to attend and vote is entitled to appoint one or more proxies to attend and vote instead

of him. A proxy need not be a Member.

2. If it is desired to appoint some other person or persons as proxy or proxies the name(s) of the Proxy or

Proxies desired must be inserted in the space provided and the alteration should be initialled.

3. Please indicate with an ‘X’ in the appropriate box how you wish your vote to be cast in respect of each

Resolution. If you do not insert an ‘X’ in the appropriate box your proxy will vote or abstain at his discretion.

Resolution For Against

1 To approve and adopt the Report and Financial Statements of the Company for the

period ending 30 June 2006.

2
To re-elect Ernst & Young as Auditors of the Company.

3
To authorise the Board of Directors to determine the remuneration of the Auditors.

4
To re-elect Andrew Whalley as a Director of the Company in accordance with

Article 17.3 of the Articles of Association and the London Stock Exchange Listing

Rules.

5 To re-elect John Donelan as a Director of the Company in accordance with Article

17.3 of the Articles of Association and the London Stock Exchange Listing Rules.
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4. The instrument appointing a proxy shall be in writing under the hand of the appointor or of his attorney

duly authorised in writing or if the appointor is a corporation under its common seal or under the hand of

an officer or attorney duly authorised.

5. Where there are joint registered holders of any share such person shall not have the right of voting

individually in respect of such share but shall elect one of their number to represent them and to vote

whether in person or by proxy in their name.  In default of such election the person whose name stands

first on the Register shall alone be entitled to vote.

6. Any corporation which is a Member may by resolution of its directors or other governing body authorise

such person as it thinks fit to act as its representative at any meeting of the Company or of any class of

Members of the Company or to approve any resolution submitted in writing and the person so authorised

shall be entitled to exercise on behalf of the corporation which he represents the same powers (other than

to appoint a proxy) as that corporation could exercise if it were an individual Member of the Company.

7. The instrument appointing a proxy and the power of attorney or other authority (if any) under which it is

signed or a notarially certified copy of that power or authority shall be deposited at the Office not less than

48 hours before the time for holding the meeting or adjourned meeting at which the person named in the

instrument proposes to vote and in default unless the Board directs otherwise the instrument of proxy shall

not be treated as valid.
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