
1

AEA Half-Year Results 30 September 2008

Andrew McCree and Alice Cummings

27 November, 2008

Linklaters, One Silk Street, London



2

Group highlights

Good growth platform

- Orders up 48% to £34.3m (2007:  £23.1m)

- Private Sector orders up 139%

- Adjusted Operating Profit up 5% to £3.9m (2007:  £3.7m)

Strategic progress 

- PPC acquisition enables access to US market  
. US Government Framework Contract ~$60m

- Early synergistic wins
. EU SEIS Scoping Study, NCEC
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Finance review

Alice Cummings

27 November, 2008
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AEA financial summary

48%23.134.3Orders

20.425.6Net Debt

-2.0p2.0pAdjusted EPS

17%2.93.4Adjusted PBT

5%3.73.9Adjusted Operating Profit

1%35.335.6Revenue

Growth20072008£m
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Revenue

12%28.331.8Revenue exc. major Defra through costs

1%35.335.6Revenue

Growth20072008£m
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Revenue by customer type

6.25.8Private Sector

-2.9US Government

27.624.8UK Government

1.52.1Other Overseas

35.335.6

20072008£m
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Adjusted operating profit and margin

5%3.73.9Adjusted operating profit

0.5%10.5%11.0%Margin

Growth20072008£m

- Real measure of underlying business performance
. Increased investment - £1.1m on sales, marketing, recruitment & people

- Margin improved by 0.5%    
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Adjusted PBT

17%2.93.4Adjusted PBT

4%2.82.9PBT

0.10.8Net pensions finance cost 

-0.1Amortisation of acquired intangibles

-(0.4)One-off exchange gain

-2.0p2.0pAdjusted EPS

Growth20072008£m
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Cash flow

1.0(6.2)Movement in Net Debt

(21.4)(19.4)Opening Net Debt

(20.4)(25.6)Closing Net Debt

-(1.1)Other – non cash foreign exchange

6.436.2Share issue proceeds (net of costs)

-(35.8)Acquisition of PPC

(0.2)(0.2)Capital expenditure

(0.8)(0.6)Net interest / tax

(4.4)(4.7)Cash flow from operations

20072008£m
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Cash flow from operations

(5.1)(2.8)Legacy payments

1.30.9Underlying operating cash

(4.4)(4.7)Cash flow from operations

(0.6)(2.8)Pension deficit funding

20072008£m
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Cash flow

1.0(6.2)Movement in Net Debt

(21.4)(19.4)Opening Net Debt

(20.4)(25.6)Closing Net Debt

-(1.1)Other – non cash foreign exchange

6.436.2Share issue proceeds (net of costs)

-(35.8)Acquisition of PPC

(0.2)(0.2)Capital expenditure

(0.8)(0.6)Net interest / tax

(4.4)(4.7)Cash flow from operations

20072008£m
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Provisions

19.7

18.7

1.0

Mar 08

17.1

15.9

1.2

Sep 08

Current element (spend by Mar 09)      8.5

23.4Provisions

22.5Legacy provisions

0.9Business provisions

Sep 07£m
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IFRS pension benefit liability

6.6%7.0%Discount rate

82.0%80.0%Asset funding - equity

(60.0)(56.0)Deficit

258.4232.6Assets

(318.4)(288.6)Liabilities

Mar 08Sep 08£m
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Actuarial review

Preliminary actuarial results due this winter

Actuarial valuation underway 

- Equity based scheme impacted by market turbulence

- Discount rate

- Inflation

- Longevity

Management plan to address the deficit is being reviewed 
in light of recent market turbulence
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Summary

Orders and revenue in line with investment made in 
marketing & sales

Private Sector going to plan, caution for second-half in line 
with market conditions 

Renewed focus on cash collection in anticipation of tighter 
trading conditions

Addressing the pension deficit is a key priority
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Review of the business 

Andrew McCree

27 November, 2008
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Strategy

To be a leading advisor to UK & US Governments and 
EU in energy and climate change

- Acquisition of PPC a major step forward
. Access to US market
. Data systems management capability
. Water

To leverage our in-depth knowledge of government 
regulation, consequential opportunities & cost 
implications to advise the Private Sector 
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Governments are setting targets

US to cut emissions 
by 80% by 2050

UK to cut emissions 
by 80% by 2050 

EU to cut emissions 
by 20-30% by 2020

DATA
DRIVEN 

REGULATION

Targets

Plans

Implementation

Analysis 
& review
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UK market - timeframe

Climate Change Bill – Royal Assent November

Climate Change Committee Report - early December

- 3 x 5 year targets commencing 2008 – 2022

- Annual reporting

- Sector by sector recommendations

Government response March 2009
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AEA is CCC’s main consultant

DOMESTIC BUILDINGS

NON-DOMESTIC
BUILDINGS

INDUSTRY

ROAD TRANSPORT
TECHNOLOGIES

TRANSPORT
DEMAND

SHIPPING

AGRICULTURE

OVERALL UK MACC

Individual MACCs

Head of CRC Branch at Defra: “From April 2008 going forward, 
AEA is Defra’s principal technical consultant for the CRC scheme”

Dr. Philip Douglas, Head of CRC Branch Defra
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Marginal abatement cost curve
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UK market opportunity

New data organisation & 
collection

Technical & behavioural 
change support

Cost minimisation

Analysis
- Effectiveness of measures

DATA
DRIVEN 

REGULATION

Targets

Plans

Implementation

Analysis 
& review

Annual reporting & 5 year targets set to 2022
Government regulation will drive the Private Sector market
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US market update

The Obama-Biden New Energy Plan

- Implement a cap & trade programme to 
reduce emissions by 80% by 2050

- Ensure 10% of electricity comes from 
renewable sources by 2012 and 
25% by 2025

Unlikely to see much increase in activity before Autumn 2009

- Invest $150 billion over the next ten years to stimulate private
sector & build a clean energy economy – 5 million jobs

- In 10 years save more oil than is imported from the Middle East 
& Venezuela 

- 1 million Plug-In Hybrid cars on the road by 2015
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US Government market

Policy
- Development of policy approaches & targets

- Formulation of regulatory framework

- Construction of economic sector specific plans

Programme development
- Energy efficiency 

- Resource management

- Emissions

Increased investment in IT infrastructure
- Data required on most effective & cost effective measures

Government expected to drive Private Sector through regulation
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Current operations - update

Europe 

- Public sector orders £17.9m (2007:  £17.3m)
. NAEI £4.7m
. KTP £4.4m

- Private Sector orders £8.6m (2007 £3.8m)
. Focus – compliance & cost reduction, Ecopath
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Ecopath example:  catering sector

£2,670,000£235,000Total 

£680,000-Packaging Review

£750,000£10,000
Behavioural Change 
Programme

£420,000£175,000
Energy Efficiency –
Technical improvements

£155,000-CRC Strategy

£650,000£45,000
Energy  Monitoring + Quick 
Win Actions

£10,000£5,000
Energy Efficiency – HQ 
quick wins

£5,000
Environmental Policy & 
Strategy

--Pathfinder Assessment

Annual
Savings

Capital 
Expenditure

Quarter 
4

Quarter 
3

Quarter 
2

Quarter 
1

www.aeat.com/cms/ecopath/
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Current operations - update

Europe 

- Public sector orders £17.9m (2007:  £17.3m)
. NAEI £4.7m
. KTP £4.4m

- Private Sector orders £8.6m (2007 £3.8m)
. Focus – compliance & cost reduction, Ecopath

US

- PTO Framework Contract $60m

- Orders
. National Institute of Health $2.9m
. Department of Energy $2.1m
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Phase 1

- Align values, culture, strategy and vision

- Integrate financial processes & systems

- Integration of business winning and business delivery relationships 
is being focused on Obama plan & UK, EU data needs

AEA PPC - integration update
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Integration update

Orders

- EU SEIS Scoping Study 

- NCEC

Major pipeline opportunities

- Energy Star

- Support to National Renewable Energy Lab

- Policy support to EPA 

- EPA – transport & environmental stewardship

- Support for air & radiation
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Conclusions

Government regulation will start to impact Private Sector 
from March 2009

UK Private Sector opportunities will be focused on 
compliance & cost minimisation

US Obama plan – momentum Autumn 2009

AEA is well placed in UK & US Government and the 
Private Sector
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