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Gaz de France Marketing Limited

Directors’ report

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

Results and dividends

The results for the year ended 31* December 2006 are shown i the Income Statement on page 8 The
loss for the year after taxation was £4,779,000 (2005 £13,215,000 loss)

The directors do not recommend the payment of a dividend

Principal activities, review of the business and future developments

The principal actrvities of the company are the purchase, supply and management of electricity and
natural gas to industrial and commercial customers

The result for the year reflects the group’s investment n the growth of the business The increase n
revenue has been achieved through the growth plans implemented over the past few years Electricity
sales built on the sigmficant growth experienced in 2005, with the volume delivered in TWh 1n 2006
showing an increase of 30% from the volume delivered in 2004 Electricity revenue increased by 16% n
2006 compared to 2005

As well as the growth 1n revenue the group made sigmificant progress on cost control, despite the
problems posed by the increasing volatility of the UK energy markets

The company’s loss from continuing operations before tax decreased by 60% to £5,241,000 (2005
£13,020,000)

The company’s net habthities were £39,178,000 (2005 £34,419,000 net habilities), including cash at bank
and n hand of £6,883,000 (2005 £14,428,000) However there has been a year on year improvement i
the net asset position of the group headed by Gaz de France ESS (UK) Ltd

The dehvering portfolto of electricity customers remains strong and provides a firm foundation for the
forthcoming year Based on the results achteved this year and the continued support of the ultimate parent
company, the directors are confident that the future prospects of the company are satisfactory

Principal risks and uncertainties facing the company

The key nisks are energy prices, credit risk, economic conditions, competitor actions, legislation, business
continuity and controls fallure The company maintains a strong balance sheet backed by the support of
the parent company

Exposure to energy price nsk 1s mimmised by restricting quotation vahdity to limited underiying market
price movements and by hedging sales with purchases at the point of contract acceptance Electricity
forward contracts are used for hedging purposes only and to provide greater certainty on future revenues
and costs

The company’s credit risk 1s attnibutable to its trade receivables and accrued income The nisk 15 controlled
by review of customer creditworthiness and mitigated through the use of credit insurance, letters of credit
and customer deposits

The company’s treasury policies seek to reduce and minimise financial sk and ensure sufficient hiquidity
for foreseeable needs Virtually all transactions are in £ sterling, thus eliminating the need for foreign
exchange rnsk management

There 15 a comprehensive budgeting system 1n place with an annual budget approved by the Board
Management information systems provide the executive management team and directors with relevant and
timely reports that identify sigmficant deviations from approved plans and include regular re-forecasts for
the year, 1n order to facilitate timely analysis and appropriate decisions and actions

There 15 a Gaz de France group struction manual setuing out policies and procedures with which the
company 15 required to comply The Management Team are responsible for ensurmg that the company
observes and implements the policies and procedures set out i the manual which 1s regularly reviewed
and updated
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Health and Safety guidance 1s provided to employees through mformation on the mtranet and the
Company Employee Handbook A Health and Safety committee compnising departmental representatives
meets regularly and provides feedback to the Management Team on outstanding issues External
consultants provide support 1n ensuring comphance with Health and Safety legislation and good practice

Directors and their interests
The directors who served during the year ended 31* December 2006 were

Mr J C Depail (Chairman)
Mr E Stab

There are no directors interests requiring disclosure under the companies Act 1985

Supplier payment policy

The company's policy 1s to settle terms of payment with suppliers when agreemg the terms of each
transaction, ensure that suppliers are made aware of the terms of payment and abide by the terms of
payment

Disabled employees

Applications for employment by disabled persons are always fully considered, bearing m mund the
respective aptitudes and abilities of the applhicants concerned In the event of members of staff becomuing
disabled, every effort 1s made to ensure that their employment with the company continues and that
approprate traming 1s arranged 1t 15 the policy of the company that the traiming, career development and
promotion of disabled persons should, as far as possible, be 1dentical with that of other employees

Employees

The company places considerable value on the mvolvement of its employees and has continued its
previous practice of ensunng effective two-way communication on matters affecting them as employees,
and on vanous factors affecting the performance of the company This 1s achieved through both formal
and informal meetings, together with a regular newsletter and information on the group intranet As part
of the on-going development of two way communication between the company and 1its employees,
meetings of the Employee Works Council were held for the first time this year

Environmental Policy

The company is committed to reducing its impact on the environment As part of this commitment the
company achively promotes and encourages energy efficiency and recycling wherever possible An
*Energy and Environment Week’ was held again this year to highlight and reaffirm the important 1ssues
Staff are encouraged to take part n environmental challenges within the local commumnity

Auditors

In accordance with section 386 of the Companies Act 1985, a resolution to dispense with the obhgation to
appoint auditors annually was passed on 12" December 2006 Accordingly, Emst & Young shall be
deemed to be re-appointed as auditors from 25® Apnil 2007
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Directors’ report

Directors’ statement as to disclosure of information to the auditors

As at the date of thus report, as far as each director 15 aware, there 1s no relevant audit information of
which the company’s auditors are unaware, and each director has taken such steps as he should have taken
as a director 1n order to make himself aware of any relevant audit information and to establish that the
company’s auditors are aware of that information

On behalf of the Board

Depail

Director
28" March 2007
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Statement of directors’ responsibilities in respect of the
financial statements

The directors are responsible for prepanng the Annual Report and the financial statements n accordance
with applicable United Kingdom law and those International Financial Reporting Standards as adopted by
the European Umon

The directors are required to prepare financial statements for each financial year which present fairly the
finaneial position of the company and of the group and the financial performance and cash flows of
the company and of the group for that penod In prepanng those financial statements, the directors are
required to

e select suitable accounting policics and then apply them consistently,

*  present information, including accounting pohicies, in a manner that provides relevant, reliable,
comparable and understandable 1nformation,

s provide additional disclosures when compliance with the specific requirements i IFRSs 1s
insufficient to enable users to understand the impact of particular transactions, other events and
cenditions on the entity’s financial position and financial performance, and

e state that the company has complied with IFRSs, subject to any matenal departures disclosed and
explained 1n the financial statements

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial posttion of the company and enable them to ensure that the financial
statements comply with the Companies Act 1985 They are also responsible for safeguarding the assets of
the company and hence for taking reasonable steps for the prevention and detection of fraud and other
iregulanties




Independent auditors’ report
to the shareholders of Gaz de France Marketing Limited

We have audited the company’s financial statements (the “financial statements™) for the year ended 31
December 2006 which comprise the Income Statement, the Balance Sheet, the Cash Flow Statement, the
Statement of Recognised Income and Expense and the related notes 1 to 24 These financial statements
have been prepared under the accounting policies set out therein

Thus report 1s made solely to the company’s members, as a body, 1n accordance with Section 235 of the
Companies Act 1985 Our audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to themn 1n 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’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 preparing the financial statements m accordance with applicable United
Kingdom law and Intemational Financial Reporting Standards (IFRSs) as adopted by the European Union
as set out 1n the Statement of Directors’ Responsibilities

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

We report 1o you our opimon as to whether the financial statements give a true and fair view and are
properly prepared in accordance with the Companies Act 1985 We also report to you 1f, 1n our opiumon,
information given in the Directors’ Report 15 consistent with the financial statements

In addition we report to you 1f, 1n our opimion, the company has not kept proper accounting records, 1f we
have not received all the information and explanations we require for our audit, or 1f information specified
by law regarding directors’ remuneration and other transactions are not disclosed

We read the Directors’ Report and consider the implications for our report 1if we become aware of any
apparent misstatements within it

Basis of audit opinion

We conducted our audit 1n accordance with International Standards on Auditing (UK and Ireland) 1ssued
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 sigmficant
estimates and judgments made by the directors n the preparation of the financial statements, and of
whether the accounting policies are appropriate to the company’s circumstances, consistently applied and
adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we
constdered necessary 1n order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free from matenal misstatement, whether caused by fraud or other 1rregularity or
error In forming our opinion we also evaluated the overall adequacy of the presentation of information 1n
the financial statements




Independent auditors’ report
to the shareholders of Gaz de France Marketing Ltd

Opuon
In our opinion

s the financial statements give a true and fair view, 1n accordance with [FRSs as adopted by the
European Union, of the state of the company’s affaurs as at 31* December 2006 and of 1ts loss for the
year then ended,

= the financial statements have been properly prepared 1n accordance with the Compames Act 1985,
and

»  the information given 1n the Directors” Report 15 consistent with the financial statements

é/‘ms]' ~ jau—:j LUO

Ernst & Young LLP
Registered auditor
Leeds

29% March 2007




Gaz de France Marketing Limited

Income statement
for the year ended 31 December 2006

Revenue
Cost of sales

Gross (loss)/profit

Admunistrative expenses - ongong
- exceptional

Operating loss from continuing cperafions

Finance income
Finance cost

Loss from continuing operations before taxatron
Tax credut

Loss for the year from contnuing operations
Loss for the year from discontinued operations

Loss for the year attributable to equity holders
of the parent company

Notes

-3 &

21

21

|2

2006 2005
£2000 £2000
642,395 555,857

(638,672)  (558,770)

3,723 (2,913)

(7,389} (7,839)

- (125)

(3,666) (10,877)
12,863 8,791

(14,438) (10,934)

(5,241) (13,020)
462 1,579

(4,779) (11,441)

; (1,774)

(4,779) (13,215)

Statement of recognised income and expense

for the year ended 31 December 2006

There was no recognised income or expense attributable to the shareholders of the company other than the

loss for the year ended 31 December 2006 of £4,779,000 (2005 - £13,215,000)
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Balance sheet
at 31 December 2006

2006 2005

Note £°000 £°000
Non-current assets
Property, plant and equipment 10 900 859
Intangible assets 11 1,637 1,495
Financial assets 18 5,515 9,477
Total non-current assets 8,052 11,831
Current assets
Inventories 12 2,028 535
Trade and other receivables 13 366,769 319,348
Financial assets 18 42,603 18,342
Cash and short term deposits 14 6,883 14,428
Total current assets 418,283 352,653
Current liabilities
Trade and other payables 15 370,336 355,472
Interest bearing loans and borrowings 16 29,920 -
Financial habilities 18 42,603 18,342
Provisions 17 2,795 5,508
Total current habihities 445,654 379,722
NET CURRENT LIABILITIES (27,371) {27,069)
Non-current habihties
Interest bearing loans and borrowings 16 14,344 9,704
Financial habilities 18 5,515 9.477
Provisions 17 - -
Total non-current liabilities 19,859 19,181
NET LIABILITIES (39,178) (34,419)
Capmital and reserves
Equity share capital 19 - -
Retained eamings 21 (39,178) (34,419)
TOTAL EQUITY 21 (39,178) (34.419)

-

C Depail
Director
28" March 2007




Gaz de France Marketing Limited

Cash flow statement
for year ended 31 December 2006

Note

Operating activities
Operating loss from continuing operations
Operating loss from discontinuing operations 9

Adjustments to reconcile operating loss to net cash
Jows from operanng activities

Depreciation of property, plant and equipment
Amortisation of intangible fixed assets

Share based payments

(Profit) / Loss on disposal of property, plant and
equipment

(Increase) in inventones

(Increase) in trade and other receivables

(Increase) 1n financial assets

Increase 1n payables

Increase in financial habihities

{Decrease) / increase 1n provisions

Cash generated from operations

Interest paid
Interest received
Tax received

Net cash flows from operating activities

Cash flows from investing activities

Proceeds from the sale of property, plant and
equipment

Purchase of property, plant and equipment

Purchase of intangible assets

Net cash flows used in investig activities

Cash flows from financing activities

Transfer of overdraft to Gaz de France Generation
Limited

Share-based payments

Net cash flows used in financing activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December 14

2006 2005
£2000 £000
(3,666) (10,877
- (1,887)
(3,666) (12,764)
241 1,585
1,146 1,848
20 131
(6) 2
(1,493) (457)
(30,055) {136,312)
(20,298) (27,819)
550 152,943
20,298 27819
(3,113) 5,284
(36,376) 12,260
(123) (230)
136 108
462 1,584
(35,901) 13,722
6 -
(282) (873)
(1,288) (840)
(1,564) (1,713)
- 2,651
- (98)
- 2,553
(37,465) 14,562
14,428 (134)
(23,037) 14,428

10




Gaz de France Marketing Limited

Notes to the financial statements
at 31 December 2006

Authornisation of financial statements and statement of compliance with IFRSs

The financial statements of Gaz de France Marketing Limited (the ‘Company’) for the year ended 31
December 2006 were authorised for issue by the board of the directors on 28th March 2007 and the
balance sheet was signed on the board’s behalf by J C Depaill Gaz de France Marketing Limited 15 a
private limited company incorporated and domiciled in England & Wales

The company’s financial statements have been prepared in accordance with IFRSs as adopted by the
European Union and as applied i accordance with the provisions of the Compames Act 1985 The
pnincipal accounting pohcies adopted by the company are set out 1n note 2

Accounting policies

Basis of Preparation

The accounting policies which follow set out those policies which apply in prepanng the financial
statements for the year ended 31 December 2006

The company financial statements are presented in Sterling (£000°s)
Going concern

The company 1s dependent on financial support being made available by a group company, Gaz de France
Internattonal § A | to enable it to continue 1n operational existence and to meet its debts as they fall due
The ultimate parent company, Gaz de France International S A, has authonsed and committed sufficient
guarantees and letters of support to provide the necessary banking facilities on an ongoing basis The
directors believe that 1t 1s therefore approprnate to prepare financial statements on a going concern basis

Significant accounting judgements

Judgements

In the process of applying the company’s accounting pohicies, management has made the following
judgements apart from those involving estimations, which have the most significant effect on the amounts
recogmised 1n the financial statements

Provisions

Provision 1s made for the net present cost, using a nsk-free discount rate, of expected losses on cnerous
long-term sales contracts The provision is based on the difference between the contracted sales prices
and the expected weighted average cost of electnicity

Property, plant and equipment

Property, plant and equipment are shown at cost less accumulated depreciation and any provision for
impairment

Depreciation 1s provided on property, plant and equipment 1n equal annual mstalments over their
estimated useful lives The rates of depreciation are as follows

Leaschold property - over the period of the lease

Plant & machinery - over the shorter of the individual asset hfe and the
estimated remaining hfe of the power plant (2 — 22 years)

Fixtures, fitings and office equipment - 3 years

IT equipment & software - 3 yearsto 5 years

Motor vehicles - Syears

11




Gaz de France Marketing Limited

Notes to the financial statements
at 31 December 2006

2. Accounting policies (continued)
Other intangible assets
Intangible assets are carned at cost less accumulated amortisation and accumulated impairment losses

Intangible assets acquired separately from a busmess are carned mmtially at cost  An intangible asset
acquired as part of a business combination 18 recogmsed outside goodwill if the asset 1s separable or arises
from contractual or other legal nghts and 1ts fair value can be measured reliably Expenditure on internally
developed intangible assets, excluding development costs, 15 taken to the income statement n the year
which 1t 15 incurred Development expenditure 1s recogmsed as an intangible asset only after its technical
feasibility and commercial viability can be demonstrated

Intangible assets with a fimte life are amortised on a straight line basis over their expected useful lives, as
follows

e  Application software - 3 years

The carrying value of intangible assets 1s reviewed for impairment whenever events or changes in
circumstances indicate the carrying value may not be recoverable In addition, the carrying value of
capitahised development expenditure 1s reviewed for impairment annually before being brought into use

Impairment of assets

The company assesses at each reporting date whether there 1s an indication that an asset may be inpaired
If any such indication exists, or when annual impairment testing for an asset 1s required, the company
makes an estimate of the asset’s recoverable amount An asset’s recoverable amount 1s the higher of an
asset’s or cash-generating unit’s fair value less costs to sell and its value 1n use and 1s 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 Where the carrying amount of an asset exceeds 1ts recoverable amount,
the asset 1s considered 1mpaired and 1s wnitten 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 nisks specific to the asset
Impairment losses of continuing operations are recognised m the income statement m those expense
categones consistent with the function of the impaired asset

An assessment 1s made at each reporting date as to whether there 15 any indication that previously
recognised impairment losses may no longer exist or may have decreased If such mdication exists, the
recoverable amount 1s estimated A previously recogmsed impairment loss 15 reversed only 1f there has
been a change 1n the estumates used to determuine the asset’s recoverable amount since the last impairment
loss was recogmsed If that 1s the case the carrying amount of the asset 1s mcreased 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 recogmsed for the asset in prior years Such reversal 1s
recognised in profit or loss unless the asset 15 carmed at revalued amount, 1n which case the reversal 15
treated as a revaluation increase After such a reversal the depreciation charge 1s adjusted 1n future periods
to allocate the asset’s revised carrying amount, less any residual value, on a systematic basis over its
remaining useful life

Financizal Assets

Financial assets in the scope of IAS 39 are classified as financial assets at fair value through profit or loss
or loans and receivables, as appropnate The company determines the classification of 1ts financial assets
at tmtial recognition and re-evaluates this designation at each financial year-end When financial assets are
recognised imually, they are measured at fair value

All regular way purchases and sales of financial assets are recognised on the trade date, being the date that
the company commits to purchase or sell the asset Regular way transactions require delivery of assets
within the timeframe generally established by regulation or convention in the market place The
subsequent measurement of financial assets depends on their classification, as follows

12




Gaz de France Marketing Limited

Notes to the financial statements
at 31 December 2006

Accounting policies {continued)
Financial assets at fair value through profit or loss

Denvatives are classified as assets at fair value through profit or loss as they are designated as hedging
mstruments Assets are carned in the balance sheet at fair value with gains or losses on financial assets at
fair value through profit or loss are recognised 1n the income statement

Loans and receivables

Loans and recervables are non-denivative financial assets with fixed or deterrinable payments that are not
quoted 1n an active market, do not qualify as trading assets and have not been designated as erther fair
value through profit and loss or available for sale Such assets are carned at amortised cost using the
effective interest method if the time value of money 1s significant

Farr values

The fair value of hedging instruments 1s determined by reference to market prices at the close of business
on the balance sheet date

Trade and other receivables

Trade recervables, which generally have 14 - 30 day terms, are recognised and carned at the lower of their
original invorced value and recoverable amount Where the time value of money 1s material, recervables
are carned at amortised cost Provision 1s made when there 1s objective evidence that the company will
not be able to recover balances in full Balances are wntten off when the probability of recovery 1s
assessed as being remote

Cash and cash equivalents

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

For the purpose of the cash flow statement, cash and cash equivalents consist of cash and cash equivalents
as defined above, net of outstanding bank overdrafts

Interest bearing loans and borrowings
All loans and borrowings are imtially recogmsed at fair value less directly attributable transaction costs

After imitial recognition, interest-bearing loans and borrowings are subsequently measured at amortised
cost using the effective interest method

Gains and losses ansing on the repurchase, setilement or otherwise cancellation of liabilities are
recognised respectively in finance income and finance expense

Derecogmition of financial assets and habilities
A financial asset or ability 1s generally derecognised when the contract that gives rise to 1t 1s settled,
sold, cancelled or expires

Where an existing financial liability 1s replaced by another from the same lender on substantially different
terms, or the terms of an existing hability are substantially modified, such an exchange or modification 15
treated as a derecognition of the ongmal habihty and the recognition of a new hability, such that the
difference 1n the respective carrying amounts together with any costs or fees incurred are recogmsed 1n
profit or loss

Denvative financial instruments and hedging

The company enters into wholesale purchase commitments to satisfy demand forecasts associated wath 1ts
supply contracts The movements in fair value of some of these commitments qualify as denvative
financial mstruments due to the terms and condittons attached to the related supply contracts Such
denvative financial instruments are mtially recogmsed at farr value on the date on which such a
wholesale purchase commitment 1s entered into and are subsequently remeasured at fair value at each
reporting date For each such event, the related supply contract acts as a natural hedge to the wholesale
purchase commitment Derivatives are carned as assets when the fair value 1s positive and as Liabihues
when the fair value 1s negative

13
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Notes to the financial statements
at 31 December 2006

Accounting policies (continued)

For those denvatives designated as hedges and for which hedge accounting 15 used, the hedging
relationship 15 documented at 1ts incepiion This documentation identifies the hedging instrument, the
hedged 1tem or transaction, the nature of the nisk being hedged and how effectiveness will be measured
throughout 1ts duration Such hedges are expected at inception to be highly effective

For the purpose of hedge accounting, hedges are classified as fair value hedges as they are hedging the
exposure to changes in the fair value of a recognised asset or hability

Fair value hedges

For fair value hedges, the carrying amount of the hedged item 1s adjusted for gains and losses attributable
to the nsk bemng hedged, the dervative 1s remeasured at fair value and gains and losses from both are
taken to profit or loss The company discontinues fair value hedge accounting 1f the hedging instrument
expires or is sold, terminated or exercised, the hedge no longer meets the cntena for hedge accounting or
the company revokes the designation

Inventonies

Inventories have been stated at the lower of cost and net realisable value Net realisable value 1s the
estimated selling price m the ordinary course of business, less estimated costs of completion and the
estimated costs necessary to make the sale Costs incurred 1n bringing inventonies to their present location
and condition 1s accounted for as the weighted average purchase cost

Income Taxes

Current tax assets and habtlities are measured at the amount expected to be recovered from or paid to the
taxation authonties, based on tax rates and laws that are enacted or substantively enacted by the balance
sheet date

Deferred income tax 1s recognised on all temporary differences arising between the tax bases of assets and
l1abilities and their carrying amounts 1n the financial statements, with the following exceptions

e  where the temporary difference arises from the itial recognition of goodwill or of an asset or
lhiability 1n a transaction that 1s not a business combination that at the nme of the transaction affects
neither accounting nor taxable profit or loss,

e 1n respect of taxable temporary differences associated with investments n subsidiaries, associates
and joint ventures, where the iming of the reversal of the temporary differences can be controlled
and 1t 1s probable that the temporary differences will not reverse in the foreseeable future, and

¢  deferred mcome tax assets are recognised only to the extent that it 1s probable that taxable profit will
be available against which the deductible temporary differences, carned forward tax credits or tax
losses can be utthsed

Deferred income tax assets and liabihities are measured on an undiscounted basis at the tax rates that are
expected to apply when the related asset 1s realised or liability 1s settled, based on tax rates and laws
enacted or substantively enacted at the balance sheet date

Income tax 1s charged or credited directly to equity 1f 1t relates to tems that are credited or charged to
equity Otherwise income tax 1s recognised in the income statement

Provisions

A provision 1s recognised when the company has a legal or constructive obhigation as a result of a past
event and 1t 1s probable that an outflow of economic benefits will be required to settle the obligation If the
effect 15 matenal, expected future cash flows are discounted using a current pre-tax rate that reflects,
where appropnate, the nsks specific to the hability

Where the company expects some or all of a provision to be reimbursed, for example under an insurance
policy, the reumbursement 1s recognised as a separate asset but only when recovery 1s virtually certain
The expense relating to any provision is presented in the income statement net of any resmbursement 2

14




Gaz de France Marketing Limited

Notes to the financial statements
at 31 December 2006

2. Accounting policies (continued)

Where discounting 1s used, the increase in the provision due to unwinding the discount 1s recognised as a
finance cost

Revenue Recognition
Sale of goods

Revenue represents amounts receivable for goods provided in the normal course of business excluding
discounts, VAT and other sales related taxes Revenue from the sale of goods 1s recognised when the
sigmificant nisks and rewards of ownership of the goods have been passed to the buyer, usually on supply
of energy to the customer

Finance Income
Revenue 1s recognised as interest accrues
Operating leases and hire purchase commitments

Leases where the lessor retains a significant portion of the nsks and benefits of ownership of the asset are
classified as operating leases and rentals payable are charged to income in equal annual amounts over the
lease term

Assets acquired under hire purchase agreements and finance leases are capitalised 1n the balance sheet and
are depreciated 1n accordance with the company’s normal policy The outstanding habilities under such
agreements, less any interest not yet due, are included in creditors  Interest on such agreements 1s charged
in the profit and loss account over the term of each agreement

Onerous contracts

Provision is made for the net present cost, using a nsk-free discount rate, of expected losses on onerous
contracts The provision is based on the difference between the contracted sales prices and the expected
weighted average cost of electncity

Borrowing costs

Borrowing costs are recognised as an expense when incurred

Pension costs

Contributions to the defined contribution scheme are charged in the penod in which they anse
Share-based payments

Equity settled transactions

The cost of equity-settled share-based transactions with employees 1s measured by reference to the fair
value at the date at which they are granted and 1s recogmsed as an expense in the year granted as there 1s
no vesting period Farr value 1s determined using an appropnate pricing model which takes into
consideration the period in which shares are non transferable

Exceptional ltems

The company presents as exceptional items on the face of the income statement, those matenat items of
imcome and expense which, because of the nature and expected infrequency of the events giving nise to
them, ment separate presentation to allow shareholders to understand better the elements of financial
performance 1n the year, so as to facilitate companson with pnior penods and to assess better trends 1n
financial performance

15




Gaz de France Marketing Limited

Notes to the financial statements
at 31 December 2006

2 Accounting policies (continued)
New standards and interpretations not applied

The IASB and IFRIC have 1ssued the following standards and interpretations with an effective date after
the date of these financial statements

International Accounting Standards (IAS / IFRSs) Effective date

IFRS 7 Financia! Instruments Disclosures 1 January 2007
IAS 1 Amendment — Presentation of Financial Statements Capital Disclosures 1 January 2007
IFRS 8 Operating Segments 1 January 2009

International Financial Reporting Interpretations Commuttee (IFRIC)

[FRIC 8§ Scope of IFRS 2 1 May 2006
IFRIC 9 Reassessment of Embedded Denivatives 1 June 2006
IFRIC 10 Intenim Financial Reporting and Impairment 1 November 2006
[FRIC 11 IFRS 2 — Group and Treasury Share Transactions 1 March 2007
IFRIC 12 Service Concession Arrangements I January 2008

The Directors do not anticipate that the adoption of these standards and interpretations will have a
matenal impact on the company’s financial statements in the penod of imtial application

Upon adoption of IFRS 7, the company will have to disclose additronal information about 1ts financial
instruments, their sigmficance and the nature and extent of nisks that they give nse to More specifically
the company will need to disclose the fair value of 1ts financial instruments and 1ts nsk exposure 1n greater
detail There will be no effect on reported income or net assets

Revenue

Revenue represents amounts derived from the company’s ordinary activities, excluding value added tax,
and 1s generated within the UK The revenue and loss are attributable to the principal activities of the
company
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Gaz de France Marketing Limited

Notes to the financial statements
at 31 December 2006

3. Operating loss
This 15 stated after charging/(crediting)

2006 2005
£'000 £'000
Change n fair value of certain wholesale purchase contracts (20,298) (27,819)
Change n fair value of amounts due to/from customers n respect
of certain supply contracts 20,298 27,819
Depreciation
owned assets 241 1,586
Amortisation of intangibles 1,146 1,848
(Profit) / loss on disposal of property, plant and equipment (6) 2
Fees paid to auditors for the audit of the financial statements 47 34
Other fees to auditors for taxation services 60 15
Operating lease rentals - land & bwildings 382 312
- others 125 153
4 Exceptional items
2006 2005
£000 £'000
Cost of restructunng and relocating continuing operations - (59)
Cost of employee share scheme - 184
- 125

Cost of restructuring and relocating continung operations

During the year ended 31 December 2003, the company and certain of its fellow subsidiary undertakings
moved their headquarters and operations from Telford to Leeds In 2005 the credit represents the release

of accruals no longer required

Cost of employee share schemes

In July 2005, Gaz de France, the company’s ultimate parent undertaking, made an Imtial Public Share
Offer representing 22% of its authonsed share capital The charge recogmsed 1n relation to these shares 1s

shown 1n this note and detailed more fully 1n note 20
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Notes to the financial statements
at 31 December 2006

Directors remuneration and staff costs

Wages and salaries
Social security costs
Other pension costs

2006 2005
£'000 £000
5,516 5,207

N 564
169 173
6,276 5,944

The monthly average number of employees (including directors pard by Gaz de France Marketing

Limited) during the year was 173 (2005 - 160}

Sales and Marketing
Admmistration

2006 2005
Number Number
54 48

119 112

173 160

One director was remunerated during 2006 and received £206,000 inclusive of £21,000 company
contributions paid to the parent company defined benefit pension scheme pension (2005 - £182,000

inclusive of pension £19,000) Other group companies paid all other directors

Finance income

Interest recetvable for late payment
Bank 1nterest receivable
Inter-company loan interest

For terms and conditions relating to related party recetvables, refer to note 24

Finance costs

Bank loans, overdrafts and other loans repayable within 5 years
Inter-company loan nterest
Interest payable for late payment

For terms and conditions relating to related party payabies, refer to note 24

2006 2005
£000 £000
43 131
89 221
12,726 8,439
12,863 8,791

2006 2005

£000 £'000

108 249

14,314 10,685

16 -

14,438 10,934
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Notes to the financial statements
at 31 December 2006

8. Taxation

2006 2005
£°000 £000
(a) Tax credit
UK corporation tax
UK corporation tax on profits of the period - -
Group relief recoverable (360} (1,439)
Adjustments in respect of previous periods (102) (253)
Tax credit in the Income statement (462) (1,692)
2006 2005
£7000 £°000
(b) Reconcihiation of tax credut
Loss before tax (5,241} (14,907
Loss multiplted by standard rate of corporation tax of 30% (1,572) (4,472)
Adjustments 1n respect of prior periods (102} (253)
Tax effect of non-deductible or non-taxable items 47 14
Group rehef surrendered for no payment 1,390 2375
Transfers to unrecognised tax assets (225} 644
Tax credit (462) (1,692)

(c} Factors affecting future tax charges

The company has deductible temporary differences of £4,125,000 (2005 £4,630,000) and tax losses of
£5,873,000 (2005 £5,873,000) to be carned forward indefimitely and offset against future taxable profits

A net deferred tax asset of £2,999,000 (2005 £3,151,000) 1n respect of deductible temporary differences
and tax losses has not been recognised due to uncertainty of future taxable profits

9. Discontinued Operations

On 1 April 2005 the company transferred the assets and habilities of its Combined Heat and Power Station
at Shotton at Net Book Value By transferning these assets and liabilities the company has discontinued
the generation business unit of 1ts activities The transfer was made to Gaz de France Generation Limited,
a fellow subsidiary undertaking of Gaz de France ESS (UK) Ltd
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at 31 December 2006

9 Discontinued Operations {continued)

The results for the generation business for the period prior to the transfer are presented below,

2005
£000
Revenue 9,450
Cost of sales (9,510)
Gross (loss) (60)
Administrative expenses (1,827)
(1,887)
Finance cost -
Loss before tax from discontinued operations (1,887)
Tax 113
Loss for the period from discontinued operations (1,774)
The fair value of the assets and Labilities transferred were as follows
£'000
Property, plant and equipment 34,151
Inventories 2,118
Trade and other receivables 7,527
Trade and other payables (12,119)
Provisions (624)
Interest beanng loan with group undentaking (38,106)
Bank overdraft (2,651)
Total disposal consideration (9,704)

The nature of the disposal consideration of £9,704,000 payable to Gaz de France Generation Limited for
assuming the net habihiues of Shotton Combined Heat and Power Station was in the form of a loan and
thus there was no consideration 1n the form of cash and cash equivalents For details of related party loans

see note 24
The net cash flows attributable to Shotton Combined Heat and Power Station up to the date of transfer are
as follows
2005

£000
Operating cash flows (5,328)
Investing cash flows (725)
Net cash (outflow) / inflow (6,053)
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10. Property, plant and equipment

Long Plant & Fuxtures, Ir Motor
Leasehold  Machinery fitiings and  equipment vehtcles
Property office Total
equipment
£°000 £'000 £000 £'000 £000 £000

Cost
At 1 January 2006 - - 629 1,481 - 2,110
Additions - - 28 254 - 282
Disposals - - - (28) - (28)
At 31 December 2006 - - 657 1707 - 2,364
Accumulated depreciation
At 1 January 2006 - - 155 1,096 - 1,251
Charge for the year - - 114 127 - 241
Disposals - - - (28) - (28)
At 31 December 2006 - - 269 1,195 - 1,464
Net book amount
At 31 December 2006 - - 388 512 - 900
Cost
At 1 January 2005 1,278 37,942 409 1,027 50 40,706
Additions 2 94 261 516 - 873
Discontinued Qperations (1,280) (38,036) (41) (56) (50} (39,463)
Disposals - - - (6) - (6)
At 31 December 2005 - - 629 1481 - 2,110
Accumulated depreciation
At 1 January 2005 55 4,189 61 662 12 4,979
Charge for the year 12 1,026 04 452 2 1,586
Discontinued Operations (67) (5,215) - (14) (14) (5,310)
Disposals - - - “) - 4)
At 31 December 2005 - - 155 1,096 - 1,251
Net book amount
At 31 December 2005 - - 474 385 - 859
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11. Intangible assets

2006 2005
Application  Application
Software Software
£000 £7000
Cost
At 1 January 6,786 5,946
Additions 1,288 840
At 31 December 8,074 6,786
Aggregate amortisation
At 1 January 5,291 3,443
Charge for the perod 1,146 1,848
At 31 December 6,437 5,291
Net book amount at 31 December 1,637 1,495

The application software capitalised relates to several different applications developed specifically for the
Retail businesses of the Gaz de France ESS (UK) Ltd group The useful economic hfe of these
applications have been determined as 3 years The amortisation charge for the year 15 included within

administrative expenses

12. Inventories

2006 2005

£000 £'000

Levy Exempt Certificates and Renewable Obligation Certificates 2,028 535

13. Trade and other receivables

2006 2005

£000 £000

Trade receivables 27,321 42,577
Amounts owed by group undertzkings 3,450 30,705
Amounts owed by fellow subsidiary undertakings 285,244 183,850
Prepayments and accrued income 50,754 62,216

366,769 319,348

For terms and conditions relaung to related party recervables, refer to note 24
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Notes to the financial statements
at 31 December 2006

Cash and short-term deposits

2006 2005

£'000 £'000
Cash at bank and 1n hand 6,883 14,428
Short-term deposits - -
6,383 14,428

Cash at bank eamns interest at floating rates based on daily bank deposit rates Short-term deposiis are
made for varymg periods of between one day and one month depending on the immediate cash

requirements of the company, and earn interest at short-term deposit rates

The company, in association with 1ts immediate parent company and other subsidiary undertakings,
operates a bank netting facihity A Letter of Comfort from Gaz de France International SA held in the

name of the company’s bankers provides secunty for this facility

For the purpose of the cash flow statement, cash and cash equivalents compnse the following at 31

December
2006 2005
£°000 £000
Cash at bank and 1n hand 6,883 14,428
Short-term deposits - -
Bank overdraft (Note 16) (29,920) -
(23,037) 14,428
Trade and other payables
2006 2005
£'000 £000
Trade creditors 2,408 3,584
Amounts owed to group undertakings 46,728 77,927
Amounts owed to fellow subsidiary undertakings 286,633 229,769
Other creditors 14,564 15,576
Other taxation and social secunty 11,287 14,575
Accruals and deferred income 8,716 14,041
370,336 355,472

For terms and conditions relating to related party payables, refer to note 24
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Notes to the financial statements
at 31 December 2006
Interest bearing loans and borrowings

2006 2005
£000 £°000

Current
Bank overdrafts (a) 29,920 -

Non-current
Amount owed to fellow subsidiary undertaking (b) 14,344 9,704

(a) The bank overdraft 1s secured by a Letter of Comfort from Gaz de France International SA 1n favour
of Barclays Bank Plc The interest rate charged on all overdrawn balances 1s Barclays Base Rate +
1%

{b) The amount owed to fellow subsidiary undertaking relates to a loan recerved from Gaz de France
Generation Limited 1 consideration for the sale of the Combined Heat and Power Station at Shotton
as detailed in note 9 For terms and conditions please refer to note 24

Provisions
Onerous Total
Contracts £000
£'000
At 1 January 2006 5,908 5.508
Ansing dunng the year 2,795 2,795
Utilised (5,908) (5,908) ‘
At 31 December 2006 2,795 2,795
Current 2006 2,795 2,795
Non-current 2006 - -
2,795 2,795
Current 2005 5,208 5,908
Non-current 2003 - -
5,908 5,908

Onerous contracts

Provision 1s made for the net present cost, using a nsk-free discount rate, of expected losses on onerous
long-term sales contracts The provision 1s based on the difference between the contracted sales prices
and the expected weighted average cost of electricity All the costs are expected to be utilised within one
year

24




Gaz de France Marketing Limited

Notes to the financial statements
at 31 December 2006

18. Financial Instruments

The company’s exposure to financial instruments 1s limited to the use of cash balances and floating rate
loans to satisfy funding requirements Certain wholesale purchase commitments and supply contracts are
also designated as financial instruments (see notes on hedges below)

Interest rate risk profile of financial assets and habilities

The interest rate profile of the financial assets and habilities of the company as at 31 December 2006 and
as at 31 December 2005 15 as follows

More
23 3-4 4.5 than 5
Year ended 31 December 2006 Within 1 year -2 years years years years years Total
£000 £000 £000 £000 £000 £000 £7000
Cash and short term deposits 6,383 - - - - - 6,883
Amounts owed by fellow
subsidiary undertakings 285,244 - - - - - 285,244
Amounts owed by group
undertakings 3,450 - - - - - 3,450
Amounts owed to fellow
subsidiary undertakings 286,633 14,344 - - - - 300,977
Amounts owed to group
undertakings 46,728 - - - - - 46,728
Bank over draft 20,920 - - - - - 29,920
More
2-3 34 4-5 than 5
Year ended 3! December 2005 Within lyear 1-2years  years ycars  years years Total
£7000 £000 £000 £000 £000 £000 £7000
Cash and short term deposits 14,428 - - - - - 14,428
Amounts owed by fellow
subsidiary undertakings 183,850 - - - - - 183,850
Amounts owed by group
undertakings 30,705 - - - - - 30,705
Amounts owed to fellow
subsidiary undertakings 229,769 9,704 - - - - 239473
Amounts owed to group
undertakings 77,927 - - - - - 77,927

All of the above financial assets and habihities bear interest at floating rates Interest on financial
instruments classified as floating rate varies according to the underlying reference rate

The other financal assets and financial habilities of the company are non-interest beanng and therefore
are not subject to interest rate risk

Credit risk

There are no significant concentrations of credit nsk within the company The maximum credit risk
exposure relating to financial assets 1s represented by the carrying value as at the balance sheet date

Fair values of financial assets and financial liabilities

Set out below 1s a companson by category of carrying amounts and fair values of all of the company’s
financial instruments, including those classified under discontinued operations, that are camed n the
financial statements Note that 1n all cases the fair value 1s equal to the carrying value of those assets and
Liabilities
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Financial Instruments (continued)

2006 2005

£'000 £°000
Financial Assets
Cash and short term deposits 6,883 14,428
Amounts owed by fellow subsidiary undertakings 285,244 183,850
Amounts owed by group undertakings 3,450 30,705
Fair value adjustment of certain wholesale purchase commitments*
- current 42,603 18,342
- non-current 5,515 9,477
Financial Liabiitties
Bank overdraft 29,920 -
Amounts owed to fellow subsidiary undertakings
- current - 286,633 229,769
- non-current 14,344 9,704
Amounts owed to group undertakings 46,728 77,927
Amounts due to customers 1n respect of certain supply contracts*
- current 42,603 18,342
- non-current 5,515 9.477

*see note on fair value hedges below

Hedges

Fair value hedges

The company enters into wholesale purchase commitments to cover future contracted supphes, subject to
market liquidity, availability of products and compliance with nsk pohcies and limits set down by
management

Pnor to 31 December 20035, the company had entered into wholesale purchase commitments for future
delivery under certain supply contracts where the contract permits the customer to sell back the purchases
made prior to delivery The net purchase commitments related to such supply contracts have been fair
valued through the income statement The movement 1n fair value 1s entirely attributable to changes 1n
market prices The supply contracts with such customers are designated as hedging instruments and these
supply contracts are also fair valued through the income statement (see note 3)

The hedging relationship expires either upon the sell back of the purchase commitment at any time before
the month of delivery, as instructed by the customer to whom the corresponding supply contract relates, or
on actual delivery of the non-financial instrument

Purchase commitments under all other supply contracts not containing a sell back facility are not fair
valued but are measured using regular trade date accounting as these are classified as held for the purpose
of the receipt or delivery of a non-financial item 1n accordance with the entity's expected purchase, sale or
usage requirements

Other hedges
The company does not enter into cash flow hedges or hedges of a net investment 1n a foreign operation
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19. Authorised and issued share capital

2006 2005
£'000 £000

Authonised

1,000 ordinary shares of £1 each 1 1

Called up, allotted and fully pard
1 ordinary share of £1 each - -

20. Share-based payments

Durning 2005 certain ex-employees and all current employees with greater than 3 months service were
entitled to participate 1n the Imtial Pubhic Offering of Gaz de France, the ultimate parent undertaking
There were 3 share purchase schemes open to UK employees

Gaz Dispo

The purchase cost of shares under this scheme was £15 43 and could be sold immediately as they do not
have a period of non-transferability Bonus shares will be awarded on a 1 for 3 basis if the shares are held
for a pertod of 1 year

Gaz Plus

The purchase cost of shares under this scheme was £12 35, a 20% discount on the Imtial Public Offer
price Shares are non-transferable for a period of two years and bonus shares will be awarded on a 1 for 2
basts, up to a value of £356 61, and 1 for 4 basis up to the maximum himit of £836 76 providing the shares
are held for three years

Gaz Abond

The purchase cost of shares under this scheme was £12 35, a 20% discount on the Imual Public Offer
price Shares are non-transferable for a period of five years and bonus shares will be awarded on a 1 for 1
basis, up to a value of £356 61, and 1 for 4 basis up to the maximum limit of £836 76 awarded once the
five years has passed A further benefit of this scheme 1s that the company purchased shares on behaif of
employees The company matched the employee investment up to £456 61, contributed £0 40 for every
£1 00 the employee nvested from £456 62 to £2,328 03 and contributed £0 25 for every £1 00 the
employee invested from £2,328 04 up to a maximum of £6,664 81

The expense recognised for share-based payments in respect of employee services received during, and
prior to the year to 31 December 2006 1s £20,000 (2005 - £131,000) All of this expense arises from
equity-settled share-based payment transactions

The following table illustrates the number (No } of shares granted in the year together with the weighted
average fair value (WAFV) at the grant date,

2006 2006 2005 2005

No WAFV No WAFV
Shares purchased at grant date 0 0 70,658 13 82
Bonus shares 1ssued 1,057 13 75 5,382 12 80
Total shares granted 1n the year 1,057 1875 76,040 1375
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20. Share-based payments (continued)

21,

The fair-value of the equity-settled shares granted has been estimated at the date of grant using a method
set out 1n the French Consetl National de la Comptabilité communication on employee share ownership
plans The valuation takes account of the terms and conditions upon which the shares were granted The
following table lists the inputs to the model used for the year ended 31 December 2006

2006 2005
Reference price of the shares(£) 0 14 09
Current price of the underlying share (£) 2362 1704
Average expected period of non-transferability (years) 0 3
Dividend yield (%) 325 325
Rusk free interest rate (%) 320 320

The penod of non-transferability, the dividend yield and the nisk free interest rate were incorporated into
the measurement of fair value No other features were incorporated into the measurement of fair value

Reconciliation of movements in equity

Equity Retained Total
Share Earmngs Equuty
Caprtal

£'000 £000 £7000
At 1 January 2005 - (21,237) (21,237)
Loss for the year - (13,215) (13,215)
Share based payment - 131 131
Employer contribution for share based payment - (98) (98)
At 31 December 2005 - (34.419) (34,419)
Loss for the year - (4,779) (4,779
Share based payment - 20 20
At 31 December 2006 - (39,178) (39,178)

22. Pension arrangements

The company operates a defined contribution pension scheme, the assets of which are held separately
from those of the company Employer’s contributions to the scheme dunng the year were £169,000 (2005
— £173,000) At 31 December 2006, contnbutions of £26,000 (2005 — £ml) were unpaid
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23, Other financial commitments
(1) Operating leases

The company has entered into commercial operating leases on certain properties, motor vehicles and items |
of office equipment These leases have an average duration of 3 and 15 years None of the leases contain
an option for renewal

Future mimmum rentals payable under non-cancellable operating leases are as follows

Land and bulding Other !

2006 2005 2006 2005 |

£'000 £'000 £000 £'000 I

Not later than one year 382 382 129 148 !

After one year but not more than five 1,528 1,910 62 168 i

After five years 2,433 2,636 - - |
4,343 4,928 191 316

Land & Building commitments include three leases relating to 1 City Walk, Leeds Gaz de France ESS
(UK) Ltd acts as joint guarantor with GDF International SA on 2 of these leases and Gaz de France ESS
(UK) Ltd acts as sole guarantor on the other lease

(1) Electricity purchase commutments

At 31 December 2006 the company was committed to certam future electricity purchase contracts These
contracts are due to be settled as follows

2006 2005

£'000 £'600
Not later than one year 332,934 262,020 ;
After one year but not more than five 123,995 75,247 !

After five years - -

456,929 337,267

(i) Gas purchase commitments

At 31 December 2006 the company was committed to certain future gas purchase contracts These
contracts are due to be settled as follows

2006 2005

£'000 £°000

Not later than one year 25,137 15,855
After one year but not more than five 13,264 8,880
After five years - -
38,401 24,735
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Related party transactions

The company’s immediate parent undertaking 1s Gaz de France ESS (UK) Ltd, a company registered n
England and Wales Gaz de France Solutions Limited, Gaz de France Sales Limited, Gaz de France
Services Lumted and Gaz de France Generation Limited are all 100% owned subsidiaries of Gaz de
France ESS (UK) Ltd All of these fellow subsidiary undertakings are registered in England and Wales
and consolidated within the financial statements for Gaz de France ESS (UK) Ltd

The company 1s dependent on financial support being made available by a group company, Gaz de France
International $ A , to enable 1t to continue 1n operational existence and to meet 1ts debts as they fall due
Gaz de France International S A has authorised and commutted sufficient guarantees and letters of support
to provide the necessary banking facilities on an ongoing basis

The ultimate parent undertaking of the group 1s Gaz de France, a company registered in France Copies of
Gaz de France’s group financial statements can be obtained from Gaz de France, 23 rue Philibert
Delorme, 75840, Pans, Cedex 17, France

Cofathec Heatsave Limited i1s a company registered in England and Wales and 1s a subsidiary of the Gaz
de France group, its ultimate parent undertaking 1s Gaz de France

Gaz de France Britain Limited 1s a company registered in England and Wales and 1s a substdiary of the
Gaz de France group, uts ulimate parent undertaking 15 Gaz de France

Investment Gas Holland Limited 1s a fellow subsidiary, with its wltimate parent undertaking also being
Gaz de France

Gaz de France Investment Netherlands Limited 1s a fellow subsidiary, with its ulimate parent undertaking
also being Gaz de France

Gaselys 1s a company registered 1in France and 15 a Jomnt Venture between Gaz de France and Société
Générale

2006
Sales  Purchases Interest Interest Amount Amount
recervable  payable  owed from owed to
£'000 £'000 £'000 £'000 £'000 £'000
Gaz de France International S A 6,333 257,487 - - - 46,728
Gaselys S A 12,212 243,105 - - 2,690 -
Gaz de France Bntain Limited - - - - 360 -
Cofathec Heatsave Limited 712 - - - 400 -
Gaz de France ESS (UK) Ltd - - - 15 - 5,315
Gaz de France Solutions Limited - 328 12,683 72 284,435 -
Gaz de France Sales Limited 4,781 - - 13,483 - 277,863
Gaz de France Services Limited - - 43 - 809 -
Gaz de France Generation Limied 851 30,268 - 723 - 17,799
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Related party transactions (continued)

2005
Sales  Purchases Interest Interest Amount Amount
receivable  payable  owed from owed to
£'000 £°000 £000 £'000 £'000 £'000
Gaz de France International S A 845 4,024 - - 28,038 -
Gaselys S A 5,132 439,360 - - - 77,843
Gaz de France Britain Lirmted 1,692 - - - 1,326 -
Cofathec Heatsave Limited 551 - - - 328 -
Investment Gas Holland Limited - - - - - 84
Gaz de France ESS (UK) Ltd - - - £,133 - 5,279
Gaz de France Solutions Limited - 472 8,254 - 182,425 -
Gaz de France Sales Limited 4,281 - - 9,010 - 224,490
Gaz de France Services Limited - - 41 765 -
Gaz de France Generation Limited 27,249 34,114 144 542 527 6,704

Terms and conditions of transactions

Sales to Gaz de France represent a recharge for services performed by the company’s employees on behalf
of Gaz de France

Purchases from Gaz de France represent purchases of electricity for onward resale to customers, and
purchases of gas to be used in the generation of electnaity at Shotton Combined Heat and Power Station
All transactions are made under terms and conditions comparable with those of an arm’s length
transaction

Sales to Gaselys represent the sale of electricity generated at Shotton Combined Heat and Power Station,
and are made under terms and conditions comparable with those of an arm’s length transaction

Purchases from Gaselys represent purchases of electricity for onward sale to customers, and purchases of
gas to be used n the generation of electricity at Shotton Combimed Heat and Power Station All
transactions are made under terms and conditions comparable with those of an arm’s length transaction

Sales to Gaz de France Bntain Limited, Investment Gas Holland Limited and Gaz de France Investment
Netherlands Limited represent the sale of corporation tax losses

Sales to Cofathec Heatsave Limited represent the sale of electnicity and are made under terms and
conditions comparable with those of an arm’s length transaction

Sales to Gaz de France Sales Limited represent the recharge of overheads incurred by the company on
behalf of Gaz de France Sales Limited

Purchases from Gaz de France Solutions Limited represent the recharge of overheads incurred by Gaz de
France Solutions on behalf of the company

Purchases from Gaz de France Generation Limuted represent the purchase of electncity generated by
Shotton Combined Heat and Power Station, the terms and conditions are comparable with those of an
arm’s length transaction

Sales to Gaz de France Generation Limited represent the sale of gas for use 1n the generation of electricity
by Shotton Combined Heat and Power Station, the terms and conditions are comparable with those of an
arm’s length transaction

The group operates a bank netting facility between 1ts constituent companies A Letter of Comfort from
Gaz de France International SA held in the name of the company’s bankers provides secunty for this
facility (note 14) Cash 1s transferred between the company accounts 1n order to ensure all bank covenants
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24, Related party transactions (continued)

are satisfied The interest receivable and payable from the bank accounts 1s all transacted through Gaz de
France Selutions Limited and then recharged between the constituent compames

Gaz de France International SA act as joint guarantor with Gaz de France ESS (UK) Ltd on two operating
leases (note 23)

Terms and conditions of related party balances

Trading balances with related parties do not incur interest charges whilst the balance 1s within the standard
credit terms of the selling company

Non-trading balances with related parties incur interest at the same rate as that payable by the group on
the bank overdraft

Compensation of key management personnel of the company

2006 2005

£'600 £'000
Salanes and short-term employee benefits 1,124 1,244
Post-employment benefits 66 33
Share-based payments 4 113
1,194 1,390

There have been no transactions with the Directors of the Company durnng the year other than those
disclosed above and 1n note 5
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