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Natsource Europe Limited

Report of the directors for the year ended 31 December 2012

The directors present their report together with the audited financial statements for the year ended
31 December 2012

Results and dividends
The profit and loss account 1s set out on page 6 and shows the profit for the financial year
The directors do not recommend a final ordinary dividend for the year (2011 £Nil)
Principal activities and business review

The company’s principal activity during the year was that of a broker of emissions permits and a provider
of emussions consultancy The directors are satisfied with the result for the year

The company helped advise and manage the Natsource related Clean Development Mechanism (CDM)
projects The company also continued to successfully act as a broker of EU Allowances (EUAs), UK
Allowances (UKAs) and Levy Exemption Certificates (LECs) acting for both established and new chents

The turnover for the year decreased to £8,743,056 (2011 £16,460,596) which attributed to a net loss of
£3,467,419 (2011 £1,474,145)

The directors are satisfied with the position of the company at the year-end having built up sufficient cash
reserves and are confident of the company’s continued operations 1n the coming years

Directors
The directors of the company duning the year were

J Cogen
M Intrator

Disclosure of information to auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as he/she 18
aware, there 1s no relevant audit information of which the Company’s auditor 1s unaware, and each director has
taken all the steps that he/she ought to have taken as a'director to make themselves aware of any relevant audit
information and to establish that the Company’s auditor 1s aware of that information




Natsource Europe Limited

Report of the directors for the year ended 31 December 2012 (Continued)

Auditors

In accordance with Section 487 of the Companies Act 2006, a resolution for the re-appowntment of KPMG
LLP as auditors of the company is to be proposed at the forthcorming Annual General Meeting

On behalf of the Board

J Cogen
Director

19 September 2013

Registered number 02526751




Statement of Directors’ Responsibilities in respect of the directors’ report and the
financial statements

The directors are responsible for preparning the Directors’ Report and the financial statements 1n accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law they
have elected to prepare the financial statements 1n accordance with UK Accounting Standards and apphicable
law (UK Generally Accepted Accounting Practice)

Under company law the directors must not approve the financial statements unless they are satisfied that they
give a true and fair view of the state of affairs of the company and of the profit or loss of the company for that
period In prepaning these financial statements, the directors are required to

o select smitable accounting policies and then apply them consistently,
¢ make pudgments and estimates that are reasonable and prudent,

» state whether applicable UK Accounting Standards have been followed, subject to any matenal departures
disclosed and explained in the financial statements, and

e prepare the financial statements on the going concern basis unless 1t 1s inappropnate to presume that the
company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company
and enable them to ensure that the financial statements comply with the Companies Act 2006 They have
general responsibility for taking such steps as are reasonably open to them to safeguard the assets of the
company and to prevent and detect fraud and other wregularities




KPMG LLP

1 The Embankment
Newille Street
Leeds

LSt 4DW

United Kingdom

Independent auditor’s report to the members of Natsource Europe Limited

We have audited the financial statemenis of Natsource Europe Limited for the year ended 31 December 2012 as sct out on
pages 6 1o 18 The financial reporting framework that has been apphed in their preparanon 1s applicable law and UK
Accounting Standards (UK Generally Accepted Accounting Practice) -

Thus report 1s made solely to the company's members, as a body, 1n accordance with Chapter 3 of Part 16 of the Companies
Act 2006 Our audit work has been undertaken so that we mught state to the company's members those matiers we are
required to state Lo them tn an auditor's report and for no other purpose To the fullest extent permitted by law, we do not
deecepl or assume responstbility 1o 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 auditor

As explained more fully in the Directors’ Responsibilities Statement set out on page 3, the dtrectors are responstble for the
preparation of the financial statements and for being satisfied that they give a true and fair view Our responsibility 15 to
audil, and express an opinion on, the financial statements 1n accordance with applicable law and International Standards on
Auditing (UK and I[reland) Those standards require us to comply with the Auditing Pracuces Board's (APB's) Ethical
Standards {or Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 15 provided on the Financial Reporting Councils's web-site at
www fre org uk/auditscopeukprivate

Opnion on financial statements
In our opimion the financial statements

s give a true and fair view of the state of the company's affairs as at 31 December 2012 and of 1ts loss tor the year then
ended,

» have been properly prepared 1n accordance with UK Generally Accepted Accounting Practice, and

» have been preparced 1n accordance with the requirements of the Companies Act 2006




Independent auditor’s report to the members of Natsource Europe Limited (connnued)

Opinion on other matter prescribed by the Companies Act 2006

In our opimon the information given in the Directors’ Report tor the financial year for which the financial statements are
prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if,
(N our opINION

« adequate accounting records have not been kept, or returns adequate for our audit have not been recerved irom branches
not visited by us, or

o the financial statements are not in agreement with the accounting records and returns, or
e certain disclosures of directors’ remuneration specified by law are not made, or

e we have not recerved all the informanon and explanations we require tor our audut

David Morritt 24 September 2013

(Semior Statutory Auditor) /
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants
1 The Embankment
Neville Street

Leeds
LS1 4DW




Natsource Europe Limited

Profit and loss account for the years ended 31 December 2012 and 2011

Note 2012 2011

£ £

Turnover 2 8,743,056 16,460,596
Admimstrative expenses (8,207,493) (13,681,705)

Operating profit before impairment of investment 5 535,563 2,778,891
Impairment of investment 8 {3,923,413) (3,517,035

Interest rece1vable 457 1,222
Loss on ordinary activities before taxation (3,387,393) (736,922)
Tax on loss on ordinary activities 6 {80,026) (737,223)
Loss for the financial year (3,467,419) (1,474,145)

All amounts relate to continuing activities
There are no recogmsed gains or losses other than the loss for the financial year

The notes on pages 8 to 18 form part of these financial statements

Registered number 02526751




Natsource Europe Limited

Balance sheet at 31 December 2012 and 2011

Note 2012 2012 2011 2011
£ £ £ £
Fixed assets
Tangible assets 7 25 182
Investments 1n subsidiary undentakings 8 1,091,888 4,486,328
1,091,913 4,486,510
Current assets
Debtors 9 9,950,202 18,928,957
Cash at bank and 1n hand 655,987 561,189
10,606,189 19,490,146
Creditors: amounts falling due
within one year 10 (1,857,407) (10,668,542)
Net current assets 8,748,782 8,821,604
Net assets 9,840,695 13,308,114
Capital and reserves
Called up share capital 11 5,076,302 5,076,302
Profit and loss account 12 {3,306,610) 160,809
Capsta! contribution reserve 12 8,071,003 8,071,003
Shareholders’ funds 13 9,840,695 13,308,114

The financial statements were approved by the Board of Directors on 19 September 2013 and were signed on its
behalf by

J Cogen
Director

The notes on pages & to |8 form part of these financial statements

Registered number 02526751




+ Natsource Europe Limited

Notes forming part of the financial statements for the years ended 31 December 2012 and 2011

1  Accounting policies

The following accounting policies have been applied consistently in dealing with items which are
considered material 1n relation to the financial statements, except as noted below

Basis of preparation

The financial statements have been prepared in accordance with applicable accounting standards and
under the historical cost accounting rules  The following principal accounting policies have been
applied

Group accounts

The financial statements contain information about Natsource Europe Limited as an individual company
and do not contain consolidated financial information as the parent of a group The company has taken
advantage of the exemption conferred by s228A of the Companies Act 1985 not to produce consohdated
financial statements

The company has taken advantage of the exemption under Financial Reporting Standard 1 “Cash Flow
Staterments” not to prepare a cash flow statement on the grounds that a parent undertaking includes the
Company n 1ts own published consolidated accounts

Turnover

Turnover comprises of brokerage fees from trading 1n emissions permits, management fees and
consultancy fees Brokerage fees are recognised when a transaction 1s completed Management fees are
recognised at an agreed percentage of the fees earned through a contract managed by another group
company and reflect the contribution of Natsource Europe Limited to the management of this contract
Consultancy fees are recogmsed on the completion of an assignment

Depreciation

Depreciation 1s provided to write off the cost or valuation, less estimated restdual values, of all fixed
assets, except freehold land, evenly over their expected useful lives 1t 1s calculated at the following
rates

Office and computer equipment - 20% to 33% per annum

Taxation

The charge for taxation is based on the profit for the year and takes into account taxation deferred
because of uming differences between the treatment of certain items for taxation and accounting
purposes

Deferred tax 1s recognised, without discounting, 1n respect of all inng differences between the ‘
treatment of certain items for taxation and accounting purposes which have arisen but not reversed by
the balance sheet date, except as otherwise required by FRS 19

Valuation of investments

Investments held as fixed assets are held at cost less any provision for impairment in value




Natsource Europe Limited

Notes forming part of the financial statements for the years ended 31 December 2012 and 2011
{(Continued)

1 Accounting policies (Continued)
Foreign currency

Transactions 1n foreign currencies are recorded using the rate of exchange ruling at the date of the
transaction Monetary assets and habilities denominated 1n foreign currencies are translated using the
contracted rate or the rate of exchange ruling at the balance sheet date and the gains or losses on
translation are included in the profit and loss account

Share based payments

The share option programme allows employees to acquire shares of the ultimate parent company,
Natsource LLC The fair value of options granted after 7 November 2002 and those not yet vested as at
the effective date of FRS 20 1s recogmised as an employee expense with a corresponding increase 1n
equity The farr value 1s measured at grant date and spread over the penod during which the employees
become unconditionally entitled to the options The fair value of the options granted 1s measured using
an option pricing model, taking mnto account the terms and conditions upon which the options were
granted The amount recognised as an expense 1s adjusted to reflect the actual number of share options
that vest except where forfeiture 1s only due to share pnices not achieving the threshold for vesting

Where the Company’s ultimate parent grants nghts to 1ts equity instruments to the Company’s
employees, which are accounted for as equity-settled in the consolidated accounts of the parent, the
Company accounts for these share-based payments as equity-settled

Classification of financral instruments issued by the Company

Following the adoption of FRS 25, financial imstruments 1ssued by the Company are treated as equity
(1 e forming part of shareholders’ funds) only to the extent that they meet the following two conditions

a) they include no contractual obhigations upon the Company to deliver cash or other financial assets
or to exchange financial assets or financial habilhities with another party under conditions that are
potentuially unfavourable to the Company, and |

b)  where the instrument will or may be settled 1n the Company’s own equity instruments, 1t 1s either a
non-denivative that includes no oblhigauon to deliver a variable number of the Company’s own equity
instruments or 1s a denvative that will be settled by the Company’s exchanging a fixed amount of cash
or other financial assets for a fixed number of 1ts own equity instruments

To the extent that thas defimition 1s not met, the proceeds of 1ssue are classified as a financial hability
Where the mstrument so classified takes the legal form of the Company’s own shares, the amounts
presented 1n these financial statements for called up share capital and share premium account exclude
amounts 1n relation to those shares

Finance payments associated with financial habilities are dealt with as part of interest payable and
similar charges  Finance payments associated with financial instruments that are classified as part of

shareholders’ funds, are dealt with as appropnations n the reconcihation of movements 1n shareholders’
funds

Leased asseis

All current leases are treated as operating leases Their annual rentals are charged 1o the profit and loss
account on a straight line basis over the term of the lease




Natsource Europe Limited

Notes forming part of the financial statements for the years ended 31 December 2012 and 2011
(Continued)

3

4

Turnover

Turnover 1s wholly attributable to the principal activity of the company

Analysis by geographical market
Europe '
North America
Asia-Pacific

Employees

The aggregate payroll costs of persons employed by the company
(including directors) was as follows

Wages and salaries
Social security costs
Share based payments (see note 14)

The average number of employees, including directors, during the year was 5 (2011 7)

Remuneration of directors

Directors” emoluments
Amounts receivable under long term incentive plans

Total remuneration

Highest paid director

Directors’ emoluments
Amounts recervable under long term tncentive plans

2012 2011

£ £

726,917 930,007
544,354 4,079,926
7,471,785 11,450,663
8,743,056 16,460,596
2012 2011

£ £
4,187,499 8,056,400
569,634 1,094,314
4,757,133 9,150,714
2012 2011

£ £

2012 0n

£ £




Natsource Europe Limited

Notes forming part of the financial statements for the years ended 31 December 2012 and 2011
(Continued)

During 2012, all of the directors of the company are also directors of the ultimate parent undertaking and their
remuneration 1s received directly from that company The directors do not believe 1t 1s practicable to apportion
this amount between their services as directors of the parent undertaking, fellow subsidiary undertakings and
thus company No management charge was made to the company 1n 2011 (201§ - £N1l) to represent a recharge
of the services to the company of any directors of the parent undertaking It 15 not possible to identify separately
the amounts attributable to the directors of the company

5  Operating profit

2012 2011
£ £
This has been arnved at after charging/(crediting)
Auditor’s remuneration - audit of these financial statements 51,648 78,169
Foreign exchange losses 180,849 555,213
6 Taxation on profit on erdinary activities
2012 2011
£ £
Current tax
UK corporation tax on income for the period 80,026 737,223

Deferred tax ,
Reversal/(origination} of timing differences - -

Tax on profit on ordinary activities 80,026 737,223




Natsource Europe Limited

Notes forming part of the financial statements for the years ended 31 December 2012 and 2011

(Continued)

The tax assessed for the year 1s higher (2011 higher) than the standard rate of corporation tax in the UK The

differences are explained below

{Loss) / Profit on ordinary activities before tax

{Loss) / Profit on ordinary activities at the standard rate
of corporation tax in the UK of 24 5% (2011 26 5%)

Effects of

Expenses not deductible for tax purposes

Capital allowances for the year in excess of depreciation

Allocation of group losses

Total current tax charge (see above)

7  Tangible assets

Cost or valuation
At 1 January 2012
Additions

At 31 December 2012

Depreciation
At 1 January 2012

Provided for the year

At 31 December 2012

Net book value
At 31 December 2012

At 31 December 2011

2012 2011
£ £

(3,387,393) (736,922)

(829,819) (195,234)

961,591 932,072
39 385
(51,785) -

80,026 737,223

Office &
Computer
equipment

£

23,947

23,947

23,765

157

23,922

25

182



Natsource Europe Limited

Notes forming part of the financial statements for the years ended 31 December 2012 and 2011
{(Continued)

8 Investments
Shares in group

undertakings
£

Cost
At 1 January 2012 8,003,363
Additions 530,028
Disposals (1,055)
At 31 December 2012 8,532,336
Provisions
At 1 January 2012 (3,517.035)
Impairment losses (3,923,413
At 31 December 2012 (7,440,448)
Net book value
At 31 December 2012 1,091,888
At 31 December 2011 4,486,328

During the year management conducted an impairment review of certain investmenis due to the
expiration the underlying carbon project in 2013  Future projected cash flows indicated that the carrying
amount exceeded 1ts recoverable amount by £3,923,413 and consequently has been written down by this
amount The impairment loss has been recognised 1n amounts written off investments within profit and
loss account




Natsource Europe Limited

Notes forming part of the financial statements for the years ended 31 December 2012 and 2011

(Continued)

8

Investments (continued)

The following were 100% trading subsidiary undertakings at the end of the year

Name

Canadems Acquisitions Limited

Tamansk Acquisition Corporation

Carbon Compliance Acqmsition Corporation 21
Carbon Comphiance Acquisition Corporation 40
Natsource CF Corporation

Carbon Compliance Acquisition Corporation 8

Country of
incorporation
or registration

UK
Cayman Islands
Cayman [slands
Cayman Islands

Cayman Islands

Cayman Islands

All of the above subsidiaries are engaged 1n the trading of emissions credits

The following 100% owned subsidiary undertakings were dormant at the end of the year

Name

Carbon Comphiance Acquisition 13 Limited
Carbon Comphance Acquisition 14 Limited
Carbon Compliance Acquisttion 23 Limited
Carbon Complhiance Acquisition Corporation 38
Carbon Comphance Acquisition Corporation 44
Carbon Comphiance Acquisition Corporation 48
Natsource Carbon Acquisition Corporation 14
Natsource Carbon Acquisitton Corporation 13
Natsource Carbon Acquisiion Corporation 16
Natsource Carbon Acquisition Corporation 18

Country of
incorporation
or registration

UK

UK

UK
Cayman Islands
Cayman Islands
Cayman Islands
Cayman Islands
Cayman Islands
Cayman [slands
Cayman [slands




Natsource Europe Limited

Notes forming part of the financial statements for the years ended 31 December 2012 and 2011

{Continued)

9  Debtors

Trade debtors

Amounts owed by group undertakings
Other debtors

Prepayments and accrued income
Corporate tax

10 Creditors: amounts falling due within one year

Trade creditors

Amounts owed to group undertakings
Taxation and social security
Accruals and deferred income

2012 2011
£ £

108,382 26,493
9126851 18,685,130
12,436 12,436
28,925 24,646
673,608 180,252
9,950,202 18,928,957
2012 2011

£ £

26,905 35,386
319,014 7,598,198
517,102 1,433,497
994,386 1,601,461
1,857,407 10,668,542




Natsource Europe Limited

Notes forming part of the financial statements for the years ended 31 December 2012 and 2011

(Continued)

11 Share capital

Authorised, allotted, called up and fully paid

2012 2011 2012 2011
Number Number £ £
Ordinary shares of £1 each 5,076,302 5,076,302 5,076,302 5,076,302
12 Reserves
Capital Profit
contribution and loss
reserve account
£ £
At beginning of year 8,071,003 160,809
Loss for the year - (3,467,419)
Equity settled share based payments (see note 14) - -
Atend of year - 8,071,003 (3,306,610)
13 Reconciliation of Movements in Shareholders’ Funds
2012 2011
£ £
Loss for the financial year (3,467,419) (1,474,145)
Equuty settled share based payments (see note 14) - -
Share capital 1ssued - -
Capatal contnbution - -
Net reduction to shareholders’ funds (3,467,419) (1,474,145
Opening shareholders’ funds 13,308,114 14,782,259
Closing shareholders’ funds 9,840,695 13,308,114




Natsource Europe Limited

Notes forming part of the financial statements for the years ended 31 December 2012 and 2011
{Conttnued)

14 Employee share and option awards

15

Certain company employees recerved 1,280 shares n the ulimate parent company, Natsource LLC in
January 2007 These employees entered into Umit Purchase Agreements to acquire these shares As
payment for these shares, employees entered into Secured Promussory Notes and Pledge and Security
Agreements with Natsource The Company accounted for these shares as options under FR520, Share
based payments, due to the low recourse provided under the Secured Promussory Notes These awards
are fully vested The associated charge included 1n operating profit 1s £0 (2011 £0) The shares are
being pad for in equal instalments over 5 years through to December 201 |

Certain Company employees received 94 Natsource LLC options 1n December 2007 These employees
entered 1nto Option Agreements to acquire these options  The Company accounted for these options
under FRS 20, Share based payments These awards vest equally over three years to 2010 The options
can be exercised duning the penod beginmng 2 January 2008 to the tenth anniversary of the grant date
(11 December 2017)
The number of share options 1s as follows

Outstanding &t beginming and end of year 94

The total expense recogmised in profit and loss 1n relation to these options 1s £ml (20771 £nil)

The fair value of each option was estimated on the date of grant using a Black-Scholes option pricing |
model The following key assumptions have been used

Expected volatility 45 2%
Expected exercise term 3 years
Risk free interest rate 332%
Grant date fair value £967 51
Exercise price £54138

The volatility was determined based on analysis of the volatility in public stock prices for similar market
capitahised asset managers

Commitments under operating leases

As at 31 December 2012, the company had annual commitments under non-cancellable operating leases
as set out below

2012 2011
Land and Land and
buildings buildings

£ £

Operating leases whach expire within one year 10,641 13,612




Natsource Europe Limited

Notes forming part of the financial statements for the years ended 31 December 2012 and 2011
(Continued)

16 Related party transactions

The Company receives cash advances from its ultimate parent, Natsource LLC and another affiliate
The net cash advanced to the Company was approximately 1n £6,850,000 1n 2012 and £7,673,000 1n
2011 Additionally, 1n 2012 the Company paid back to its ultimate parent £6,665,000 by directing
affiliates to pay the ultimate parent on its behalf In 2011 there were directed payments of £11,466,000

Certain affihates receive invoices and pay expense on behalf of other affihates The Company paid net
expenses of approximately £101,000 1n 2012 and £189,000 in 2011 on behalf of affihates for which the
Company 1s owed reymbursement

During the year the Company effectively received approximately £6,944,000 and £503,000 from
Natsource LLC and CFL which was used to settle a balance with Natsource Asset Management Europe
Larmited of £7,447,000
The Company makes and receives transfer pnicing as part of the ulimate parent transfer pricing policy
In 2012 the Company earned approximately £206,000 n transfer pricing fees while incurring
approximately £3,067,662 in transfer pncing expenses For 2011 the amounts were £3,562,000 and
£3,678,000, respectively .

17 Ultimate parent company

At 31 December 2012 the company’s immediate parent company was NTEL Holdings Limited

The ultimate parent undertaking company of Natsource Europe Limuted 1s Natsource LLC Natsource
LLC 1s a company registered in the United States of America

18




