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• IFRS impact summary

• Time-line for communication with the market

• IFRS implementation project

• Key areas of impact for Aggreko

• Closing summary

• Appendix: Reconciliations from UK GAAP published figures to IFRS

Briefing Structure
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• No material change to our cash flows

• No material overall impact on PBT for the year ended 31 December
2004:

£0.1m reduction

• No material overall impact on basic EPS before significant items for the 
year ended 31 December 2004:

0.3% reduction (UK GAAP: 10.86p, IFRS: 10.83p)

• Hedge accounting should minimise impact of IAS 39 in 2005

• No material impact on Net Assets as at 31 December 2004:

£0.2m increase

• Debt covenants not impacted by the move to IFRS as they are based 
on “frozen GAAP”

IFRS Impact Summary
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• An IFRS implementation project was established at the end of 2003, 
and regular Steering Committee meetings continue to be held

• The group’s auditors have been kept informed of, and consulted on, 
the development of the IFRS project and the preparation of the new 
group accounting policies. The 2004 and 2005 IFRS financial 
statements will be audited as part of the audit for the year ended 31 
December 2005

• All accounting policies have been reviewed for compliance with 
current IFRS and a new accounting policy manual now in use (from 1 
January 2005)

• Management of other change aspects: 
– Training 
– Budget process
– Business performance reporting
– Accounts disclosures
– Systems impact

IFRS Implementation Project
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• To illustrate the affect on Aggreko’s reported performance and financial 
position, information recently published in the UK GAAP 2004 Preliminary 
Announcement has been restated and will be presented here under IFRS in 
the form of key reconciliations from UK GAAP to IFRS as follows:

– Profit for the year ended 31 December 2004

– Net assets as at 1 January and 31 December 2004

– Balance Sheets as at 1 January and 31 December 2004

IFRS Implementation Project
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Key first time adoption conclusions made under IFRS 1

• IFRS 2 Share Based Payment
• IFRS 3 Business Combinations
• IAS 32/39 Financial Instruments

Key accounting areas of impact for Aggreko include

• IFRS 2 Share Based Payment
• IFRS 3 Business Combinations and IAS 38 Intangible Assets
• IAS 14 Segment Reporting
• IAS 19 Employee Benefits
• IAS 39 Financial Instruments
• Other IFRS changes

Key Areas of Impact For Aggreko
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Key First Time Adoption Conclusions Made Under IFRS 1

• IFRS 2 Share based payments: retrospective application of IFRS 2 to 
share based payment transactions to grants from 7 November 2002 only

• IFRS 3 Business combinations: option not taken, therefore Aggreko has 
revisited and restated previous business combinations

• IAS 32 & 39 Financial Instruments: IAS 32 and IAS 39 will not be applied 
in the comparatives
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IFRS 2 Share Based Payments

Key IFRS Change

• IFRS requires recognition of a charge in the income statement for all 
relevant share options and awards based on the fair value of the awards 
as calculated at the grant date

• The total cost is spread over the vesting period, and the charge is 
adjusted to reflect expected or actual level of vesting

Impact on Aggreko

• Accounting change only, no change in cashflows of the company

• The Black-Scholes and Monte-Carlo models were used to fair value our 
share options

• The charge in the year to 31 December 2004 would have been £0.2m
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IFRS 3 Business Combinations and IAS 38 Intangible Assets

Key IFRS Change

• IFRS 1 exemption to apply IFRS 3 to future business combinations only 
not taken. Previous business combinations revisited with the following 
effect:

– Individual intangible assets identified, separated from goodwill and 
accounted for under IAS 38 “intangible assets”

– Under IAS 38, the estimated useful lives determined for each of 
these intangible assets 

• Under IAS 38 “intangible assets” capitalised software costs are also 
reclassified in the balance sheet from tangible fixed assets to intangible 
assets



- 11 -

IFRS 3 Business Combinations and IAS 38 Intangible Assets
Impact on Aggreko

• Previous business acquisitions revisited with the following results:

– Under IFRS 3, all UK GAAP goodwill was separately identified as 
intangible assets, so no remaining goodwill on balance sheet as at 1 
January 2004 under IFRS 3

– Under IAS 38, useful lives of business combination related intangible 
assets have all expired as at 1 January 2004, so no balance 
remaining on balance sheet as at 1 January 2004

– Resulting reduction in net assets of £3m as at 1 January 2004 
(£2.5m as at 31 December 2004)

• Capitalised software costs with a net book value of £1.9m as at 1 
January 2004  (£1.8m as at 31 December 2004) are reclassified in the 
balance sheet from tangible fixed assets to intangible assets
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IAS 14 Segment Reporting

Key IFRS Change

• Reflects the way in which management monitor the business

• Segments based on geography and business type

• Segment disclosure will include revenue, operating profit, assets, 
liabilities, capital expenditure and depreciation

Impact on Aggreko

• Consistent with the group’s published business strategy

• Segments based on geography and business type:

Europe North; Europe Other; North America; Other – comprising the 
Group’s local business

AIP – comprising the global projects business



- 13 -

IAS 19 Employee Benefits

Key IFRS Change

• Defined benefit pension obligation brought on balance sheet

• Accounting rules for all areas of employee benefits

• Option taken to recognise all actuarial gains and losses – similar to 
FRS 17
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IAS 19 Employee Benefits

Impact on Aggreko

• Retirement benefit obligation of £8.4m brought on balance sheet as at 1 
January 2004, accounting for 4.7% of net assets (£10.2m as at 31 
December 2004, 5.7% of net assets)

– Current service cost, contributions, expected return on scheme 
assets, and interest on scheme liabilities are charged / credited to the 
income statement (net cost for YE 2004 of £0.3m)

– Actuarial gains and losses are recognised in full as they arise, in the 
statement of recognised income and expenditure (£1.5m loss for YE 
2004)

– Treatment and related disclosures is very similar to the FRS 17 
requirements, reflected in note 24 to the UK GAAP financial 
statements

• French statutory requirement for an employee termination benefit
recognised as a liability on balance sheet (£291k as at 1 January 2004), 
with ongoing estimated profit and loss impact of £30k
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IAS 39 Financial Instruments

Key IFRS Change

• IAS 39 is effective prospectively from 1 January 2005 (2004 results are 
not restated)

• Accounting changes for 2005 results:

– UK GAAP: financial instruments are not recognised on the balance
sheet

– IFRS: financial instruments are recognised on the balance sheet at 
fair value, with all changes in fair value being recognised in the 
income statement – potentially creating greater volatility

– Where hedge accounting is permitted under IAS 39, the exposure on 
the hedged item and fair value movement on the hedging instrument 
are matched, minimising the level of earnings volatility
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IAS 39 Financial Instruments

Impact on Aggreko

• Group hedging strategy remains unchanged

– Instruments continue to be used for Balance Sheet hedging of net
investments, currency cashflow hedging, and interest rate hedging

• The Group anticipates that the majority of its financial instruments will 
qualify for hedge accounting

• A Group-wide review confirmed there are no embedded derivatives 
requiring to be fair valued and brought on balance sheet

• Aggreko will comply with the full version of IAS 39
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Other IFRS Changes
Reclassifications
• Capitalised software costs
• Government grants
• Current tax – separating assets and liabilities
• Deferred tax – separating assets and liabilities
• Purchase of own shares held under trust

Other
• Deferred tax

– Impact of pension liability, deductible US goodwill, French statutory 
requirement for employee termination benefit, and share based 
payment

• Dividends
– Final dividends no longer accrued until formally approved

• Property, plant and equipment
– Reversal of previously capitalised costs in line with UK GAAP of

asset redeployment
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Closing Summary

• Aggreko is well advanced with the transition to IFRS

• No material change to our cash flows

• No material overall impact on PBT, EPS and net assets 
for 2004

• Greater volatility going forward

IFRS now business as usual
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Appendix:

Reconciliations between UK GAAP and IFRS
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UK GAAP – IFRS Reconciliation of Profit
For the year ended 31 December 2004

• Impact on tax charge is £0.1m reduction, relating to the deferred tax on pension 
cost, share based payment and goodwill amortisation adjustments in the income 
statement

• Basic EPS before significant items for the year ended 31 December 2004 
reduces by 0.3% under IFRS (UK GAAP: 10.86p, IFRS: 10.83p)

£ m

Profit before tax under UK GAAP pre significant items 42.6

Share based payment (0.2)
Goodwill amortisation charge 0.2
Pension costs (0.3)
Depreciation charge on previously capitalised redeployment costs 0.2

Profit before tax under IFRS pre significant items 42.5
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UK GAAP – IFRS Reconciliation of Net Assets
At At

31 Dec 1 Jan
2004 2004

£m £m

Net assets as reported under UK GAAP 178.3 185.9

Goodwill adjustment (2.5) (3.0)
Retirement benefit obligation (10.2) (8.4)
Reversal of SSAP 24 prepayment (0.6) (0.6)
Employee benefit accrual (0.3) (0.3)
Final dividend reversal 9.5 9.2
Reversal of capitalised costs of asset redeployment (0.2) (0.4)
Deferred tax asset 4.5 4.0

Net assets as reported under IFRS 178.5 186.4
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UK GAAP – IFRS Balance Sheet as at 31 December 2004
Reclassification Measurement

As reported effect of effect of
under transition to transition to

UK GAAP IFRS IFRS IFRS
£m £m £m £m

Intangible assets 2.5 1.8 (2.5) 1.8
Property, plant and equipment 263.5 (2.3) (0.2) 261.0
Deferred tax assets - 0.2 - 0.2
Total non-current assets 266.0 (0.3) (2.7) 263.0
Trade receivables 70.8 - (0.6) 70.2
Current tax asset - 3.2 - 3.2
Other current assets 32.5 - - 32.5
Total current assets 103.3 3.2 (0.6) 105.9
Borrowings (6.8) - - (6.8)
Current tax liabilities - (6.6) - (6.6)
Other current liabilities (73.0) 0.2 9.5 (63.3)
Total current liabilities (79.8) (6.4) 9.5 (76.7)
Deferred tax liabilities - (17.9) - (17.9)
Retirement benefit obligation - - (10.2) (10.2)
Other non-current liabilities (111.2) 21.4 4.2 (85.6)
Total non-current liabilities (111.2) 3.5 (6.0) (113.7)
Net assets 178.3 - 0.2 178.5
Retained earnings 138.1 3.3 - 141.4
Other reserves 40.2 (3.3) 0.2 37.1
Total Shareholders' Equity 178.3 - 0.2 178.5
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UK GAAP – IFRS Balance Sheet as at 1 January 2004
Reclassification Measurement

As reported effect of effect of
under transition to transition to

UK GAAP IFRS IFRS IFRS
£m £m £m £m

Intangible assets 3.0 1.9 (3.0) 1.9
Property, plant and equipment 282.4 (2.2) (0.4) 279.8
Deferred tax assets - 0.1 - 0.1
Total non-current assets 285.4 (0.2) (3.4) 281.8
Trade receivables 62.2 - (0.8) 61.4
Current tax assets - 1.3 - 1.3
Other current assets 29.7 - - 29.7
Total current assets 91.9 1.3 (0.8) 92.4
Borrowings (1.2) - - (1.2)
Current tax liabilities (2.9) - (2.9)
Other current liabilities (57.8) 1.9 9.4 (46.5)
Total current liabilities (59.0) (1.0) 9.4 (50.6)
Deferred tax liabilities - (23.2) - (23.2)
Retirement benefit obligation - - (8.4) (8.4)
Other non-current liabilities (132.4) 23.1 3.7 (105.6)
Total non-current liabilities (132.4) (0.1) (4.7) (137.2)
Net assets 185.9 - 0.5 186.4
Retained earnings 137.3 - 0.5 137.8
Other reserves 48.6 - - 48.6
Total Shareholders' Equity 185.9 - 0.5 186.4


